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EXECUTIVE SUMMARY

Thisdecision addresses an application by the British Columbia Hydro and Power Authority (BC Hydro) that
relatestothe approval of Contracted Generator Baseline (GBL) Guidelines (Guidelines) and reconsideration of
British Columbia Utilities Commission (Commission) Order G-19-14 Directive 2 regarding Tariff Supplement
No.74 (TS 74). The stated purpose of the Guidelinesisto outline the framework that BC Hydro usesinsettinga
Contracted GBL for customers with new orincremental self-generation facilities who are considering entering
into a prospective Electricity Purchase Agreement (EPA) or Load Displacement Agreement (LDA) with BC Hydro.
Under EPAs and LDAs, BC Hydro provides self-generating customers with financial paymentsin exchange for
these customers generating more energy than they would otherwise. BCHydro defines the phrase “incremental
or new” electricity as additional electricity generated at existingidle (underutilized) generation facilities,
upgrades to existing generation capacity, oranew generator.

In additionto BC Hydro, key stakeholders affected by this decision are BCHydro’s self-generating customers and
otherratepayers. The Guidelines are intended to be applicable on a prospective basis only. Keyissues
considered were:

e Willthe Guidelines assistthe Commission inthe review of an EPA filed undersection 71 of the Ultilities
Commission Act (UCA) or an LDA inthe context of the demand-side measure (DSM) expenditure
schedule filed undersection 44.2 of the UCA;

e Willthe GBL methodology mitigate the risk to other ratepayers due to price differential between the
embedded-costrate and the negotiated contract price for EPAs and LDAs;

e Willthe Guidelines assist aself-generating customerwhen considering the prospect of an EPA or LDA
with BC Hydro and in negotiating the EPA or LDA;

e Willthe Guidelines provide self-generator customers with arecourse to the Commission, especially in
regards to fairness concerns;

e Overall, are the Guidelines adequate, appropriate, effectiveand sufficiently transparent for their stated
purposes;

e Applicability of the Guidelines; and

e Where shouldthe Guidelinesreside?

The Panel finds thatinthe case of customers with existing self-generation, the Guidelines do establish a
satisfactory framework to mitigate the risk to other ratepayers. While acknowledging thatin this decision it
should not make a publicinterest determination on any particular Contracted GBL, EPA or LDA, the Panel also
finds that after certain amendments the Guidelines will provide an adequate and transparent framework to
assistthe Commissioninthe review of future EPAs. Finally, the Panel finds that while the Guidelines effectively
informthe self-generating customers, without official Commission approval, theywould fail to provide any
recourse to a prospective customer to raise concerns with the Commission related to the consistent application
of the Guidelines during the negotiating process.

With regard to the applicability of the Guidelines, the Paneldetermines that the Guidelines will apply to both
transmission service and general service customers on a prospective basis. Furthermore, they apply only to
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customers with existing self-generation - notto current customers with no existing self-generation or new
customers with self-generation. The Panel has concerns overthe limited applicability of the Guidelines and the
possibility that a Contracted GBL fora new self-generator could be setatzero andresultinharm to other
ratepayers. The Panel recommends that BCHydro take time to address new self-generation and consider
alternative approaches. The Panel also recommends that future EPAs to be filed with azero Contracted GBL to
include acomprehensive explanation.

Regarding the question wherethe Guidelines should reside, the Panel agrees with BCHydro that there are
concerns and risks related to attaching the Guidelines to TS 74. The Panel also notesthat BC Hydro has agreed to
and isdirected to file the pro-forma Billing Formulae with the Commission for customers that have EPAs
containinga Contracted GBL. Therefore, the Paneldetermines thatthe purpose of the Guidelines will be
adequately metif they are approved by the Commission and appended tothe order concluding this proceeding.
In addition, the Panel finds thatitwould be beneficialto have the Guidelines reside in the additional six places
identified by BCHydro, such as BC Hydro’s website, package materials provided to prospective customers and as
an attachment to future section 71 and 44.2 UCA filings.

By way of a summary, the Panel will give the finalapproval to the Guidelines with the amendments directed in
this decision afterreceipt of the updated Guidelines. BCHydrois directed to file the amended Guidelines within
30 days of the date of the decision and order. Furthermore, BCHydrois directed to use the Guidelines when
negotiating with those existing self-generating customers who expressinterestin enteringinto a contract
concerningincrementalornew self-generation output.

To arrive at these findings, the Panel gained perspective by considering the genesis of the Application and the
GBL conceptas follows.

Genesis of the Application

Theissue concerning BCHydro’s self-generating customers with idle generation was first addressed by the
Commissionin Order G-38-01 which introduced the GBL as a way to safeguard current BC Hydro ratepayers
while allowing self-generating customers to realize benefits from theiridle self-generation. The order was
intended as asolution to short-term powersales due to prevailing lucrative export markets that time. In 2009,
the concept of these short-term sales was starting to be applied to longerterm energy supply contracts between
BC Hydro and its self-generator customers.

As aresult,on November 27,2009, the Commissionissued aletterto BCHydro requestingittodevelop
guidelines forthe establishment of GBLs to achieve greatertransparency, efficiency and consistencyinthe
determination and development of GBLs. Approximately two and half years later, BC Hydro filed the

June 20, 2012 Information Reportinresponsetothe Commission’s 2009 letter. Because BCHydro did not seek
approval fromthe Commission forthe guidelines contained in the report, the Commission by Order G-19-14

directed BCHydro to file an application for approval of updated Contracted GBL Guidelinesto be incorporated
into TS 74.



Generator Baseline Concept

The Panelinits review concentrated on the GBL approach, although this conceptappearsto be unique to British
Columbia. The Panel did not consider other alternatives to GBLs for customers with existing self-generation.
However, the Panel recommends alternatives for BCHydro to considerfornew generation.

(iii)



1.0 INTRODUCTION

On December 12, 2014, the British Columbia Hydro and Power Authority (BC Hydro) submitted an application
for approval of Contracted Generator Baseline Guidelines (Guidelines) in compliance with Directive 2 of the
British Columbia Utilities Commission (Commission) Order G-19-14 as varied by Order G-106-14 (GBL
Application)andthe Phase 2 reconsideration and variance of Order G-19-14 established by Order G-106-14
(Reconsideration) addressing BCHydro’s proposal for where the Guidelines should reside (Application).

11 Regulatory process and intervention

Priorto filingthe Application, BCHydro consulted the Association of Major Power Customers (AMPC),
FortisBCInc. (FortisBC or FBC), and certain individual customers with self-generation. BCHydro also helda
workshop on November 20, 2014 and provided draft guidelines for comment.

Afterthe Application wasfiled, the Commission on December 16, 2014 by Order G-199-14, established a
Regulatory Timetableforthe initial review of the Application, including one round of information requests (IRs)
and intervener submissions on further process.

The followingregistered as interveners for the review of the Application:
e Commercial Energy Consumers Association of British Columbia (CEC)
e B.C.SustainableEnergy Association and the Sierra Club of British Columbia (BCSEA)
e Zellstoff Celgar Partnership Limited (Celgar)
e FortisBC
e British Columbia Old Age Pensioners’ Organization et al. (BCOAPO)
e AMPC

e WestFraser Mills Ltd. (West Fraser)

On January 20, 2015, BC Hydrofiled aletter which questioned the nature of Celgarand FortisBC’s respective
interestsinthe Application, as well as the extent of theiranticipated involvementinthe proceedingandthe
nature of theissuestheyintendto pursue. Inresponsetoa letterfiled by BCHydro questioning the status of
certaininterveners, the Commission, by letter dated January 29, 2015, askedintervenersto notfile their IRsfor
Friday, January 30, 2015, as directed by Order G-199-14.

On January 30, 2015, by Order G-12-15, the Commission established a Procedural Conference for
February5, 2015 and suspended the Regulatory Timetable established by Order G-199-14 to allow for
consideration of various matters at the Procedural Conference.

Pursuantto the Procedural Conference, and by way of Order G-18-15 dated February 12, 2015, the Commission
foundthat continuedintervener status to Celgarand FortisBC was appropriate, and requested submissions on a
draft General Issues List appended to Order G-18-15 as the next step.



The Panel considered all submissions regarding the draft General Issues List and set out a final General Issues
List in Order G-42-15 dated March 27, 2015. The Commission also lifted the suspension of the Regulatory
Timetable directed by Order G-199-14. The datesin the Regulatory Timetable werefurther extended by way of
Order G-64-15 dated April 23, 2015.

By May 19, 2015, inaccordance with the Regulatory Timetable, the registered interveners, with the exception of
FortisBCand West Fraser, made submissions regarding further process for the remaining review of the
Application. Celgar, inits submission on further process, also sought a direction from the Commission requiring
BC Hydro to provide responsive answers to certain Celgar IRs that BC Hydro declined to address. On May 25,
2015, BC Hydro filed its reply submission on further process and responded to Celgar’s request. On May 25,

2015, AMPCalso respondedto Celgar’s request.

By Order G-96-15 dated June 4, 2015, the Commission determined that the review of the Application would
proceed by way of a written hearing as set out inthe Regulatory Timetable which allowed fora second round of
IRs followed by written submissions. Order G-96-15 also denied Celgar’s request that the Commission direct BC
Hydro to respond to certain unanswered IRs.

2.0 THE CONTRACTED GBL GUIDELINES APPLICATION AND THE REVIEW PROCESS
2.1 Approvals sought by BC Hydro

In the Application, BCHydro seeks the following determinations or directives:

e BCHydro’s Contracted GBL Guidelines Application complies with Directive 2 of Order G-19-14 as varied
by Order G-106-14;

e the Contracted GBL Guidelines will notbe incorporatedinto TS 74;

e the Contracted GBL Guidelines, as applied for by BC Hydro, provide an appropriate framework within
which the Commission will be able to assess whether future Electricity Purchase Agreements (EPA) and
Load Displacement Agreements (LDA) between BC Hydro and its self-generating customersare inthe
publicinterest;and

e BCHydroisdirectedtofile the Contracted GBL Guidelines with any future BCHydro application with
respectto the electricity purchase agreements with aself-generating customer undersection 71 of the
UCA or an expenditure schedule thatincludes expenditures on load displacement agreements under
section 44.2 of the UCA."

BC Hydro believes thatthe central issue forthe Commission’s review of the GBLApplicationis whether the
Guidelines are adequate in terms of providing sufficient information concerning BCHydro’s business practices

for developinga Contracted GBL to be usedin an EPA or LDA between BCHydro and its self-generating customer
and to express an opinion on the adequacy to serve their purposes.’

! Exhibit B-1, Attachment 1, draft order, p. 2.
? Exhibit B-1, p. 32 [emphasis added].



2.2 The Contracted GBL Guidelines Application

In the GBL Application, BC Hydro states that the purpose of the GBL Guidelinesis to outline the criteriaand
procedures that BC Hydro usesinsettinga Contracted GBL for customers with new orincremental self-
generation facilities who are considering entering into a prospective EPA or LDA.? BC Hydro has provided
customers with financial payments, under EPAs and LDAs, in exchange for these customers generating more
energy than they would otherwise. BCHydro will providefundingtoa customeronlyto generate energy thatis
incremental to the amount of energy the customernormally generates without the funding, as represented by
the Contracted GBL. Thus, the Contracted GBL identifies the amount of self-generation output that BC Hydro will
not incentivize pursuanttoan LDA or procure pursuantto an EPA.*

BC Hydro statesthat the Guidelines neither propose anew use, nornew principles for determining Contracted
GBLs.

2.3 Summary of the proposed Guidelines

The Guidelines are appended as Attachment 2to the Application and summarized as follows: the Contracted
GBL Guidelines describe the criteriaand procedures that BCHydro usesin settinga Contracted GBL for a
transmission service orgeneral service customerthat has self-generation facilities and is considering entering
into a prospective EPA or LDA with BC Hydro.

The Contracted GBL isusedin an LDA or EPA between BCHydro and a customer with self-generation
facilities toidentify the incremental or new electricity that BC Hydro will incentivize pursuant to the LDA
or procure pursuantto the EPA.

A Contracted GBL demarks the amount of electricity thatthe customergeneratesforself-supplyin
currentnormal operating conditions, and electricityin excess of the Contracted GBLis recognized as
incremental ornew electricity.

The purpose of the Contracted GBL is to mitigate the risk of arbitrage when BC Hydro incentivizes or
procures customer self-generation output pursuanttoan LDA or EPA at the same time BC Hydrois
selling electricity to the customeratregulated rates pursuanttoan electricity supply orservice
agreement.

The annual Contracted GBL for a customer with existing self-generation facilities is set as follows:

e Willrepresentthe customersself-generation output under current normal operating
conditions overa 365 day period® (in MWh or GWh) that the customer normally generates
for self-supply adjusted as follows:

o Force Majeure Events
o Non-recurring Downtime

o Self-generation Capacity Increase Projects

3 ExhibitB-7, BCOAPO IR 1.1.3.

4 ExhibitB-7, CEC IR 1.6.4.

> The Contracted GBL will beset on the basis of the customers most recent 365 days, or other periodthat BC Hydro and the
customer agree better represents current normal operating conditions for the customer. BC Hydro and the customer will
typically review the customer’s self-generation output data for the most recent three years.



Duringthe information request process, BCHydro agreed to revise the definition of Contracted Generating

o PlantChanges

o Non-recurring Generation.

e Theannual Contracted GBL may also refine into seasonal or hourly time period components.

e The Contracted GBL isan express orimplied term of an EPA or LDA and has no on-going
effect or meaning afterthe contract terminates orexpires.

e An existing Contracted GBLwould not be effective forthe renewal of an existing EPA or LDA.

A new Contracted GBL would be set at the time of the contract renewal and be based on
normal operating conditions prevailing at that time.®

Unit.” The original definition referred to a self-generating facilitythat “might or will be used.”

2.4 Additional information— not included in the Application

BC Hydro provided furtherinformation regarding the Contracted GBLin the Application which was not explicitly
reflectedinthe Contracted GBLGuidelines themselves:

In additiontothe Attachment 2 Guidelines, the Application included several other attachments. Amongthese,
Attachment 3, entitled “Transmission Service and General Service Self-Generation in the BCHydro Service Area’

If negotiations fail toyield an agreement, any Contracted GBLdetermined willhave no ongoing
effectormeaning.

BC Hydro defines the phrase “incremental or new” electricity as additional electricity generated
at existingidle (underutilized) generation facilities, upgrades to existing generation capacity, or
anew generator.®

If enteringinto an EPA or LDA with a new customer proposingto constructand operate a new
industrial facility in the BC Hydro service area (forexample, anew LNGfacility), BC Hydro states
that thiswould be a challenge given that the facility does not yet existand there is no historical
self-generation output data upon which to base a Contracted GBL. The lack of historical data,
however, does not mean thata Contracted GBL of zerowould be determined forthe project
proponent:the same principles of the Contracted GBLGuidelines would be applied in that
situation. If BCHydro wished to incentivize the new customerto produce more self-generation
outputthan it otherwise would, BCHydro and the customerwould needtofirstdeterminehow
much energy the customer will self-generate under normal operating conditions. The question
would be whetherthe proponent wouldinstall and operate self-generation in the absence of
funding from BCHydro, and at what level would it generate? The Governments of British
Columbiaand/orCanadamightrequire the project proponenttoinclude self-generation
facilitiesinthe projectdesign as part of an environmental assessment certificate or other major

project permit. If the proponentis underno such obligation, BC Hydro might considerthe design

and operation of similarindustrial facilities built elsewherein the world.’

® Exhibit B-1, Attachment 2, Contracted GBL Guidelines, sections 3.0and 4.0, pp. 2-3.

’ Contracted Generating Unit means a Self-Generation facility thatwill beused to make self-generation output under a
prospective EPA or LDA if BC Hydro and the customer enter intosucha contract; BC Hydro Final Submission, pp.16-17.

8 BC Hydro Final Submission, p.2, fn. 8.
® ExhibitB-1, p. 40.
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which sets out the factual contextforself-generationin BCHydro’s service area, is of note. BCHydro states that
Attachment3isintendedto provide background and context for BCHydro’s use of Contracted GBLs and
therefore the principles reflected in the Contracted GBL Guidelines."°

25 Legislative framework

The review of the application will take place within alegislative framework thatincludes relevant sections of the
Utilities Commission Act (UCA) as well as the Commission Rules for Energy Supply Contracts for Electricity. The
specifics of this framework are as follows.

Rate Setting

Section 58 of the UCA provides that the Commission may, on its own motion ora complaint, afterahearing,
determine the just, reasonableand sufficient rates to be observed andinforce. It further provides that if the
Commission makes such adetermination, it must, by order, setthe rates. Section 58 also provides that the
publicutility affected by an order underthis section mustamend its schedulesin conformity with the order, and
file amended schedules with the Commission.

Section 59(1) stipulatesthata publicutility must not make, demand orreceive:

(a) Anunjust, unreasonable, unduly discriminatory or unduly preferential rate foraservice provided by itin
British Columbia, or

(b) Aratethat otherwise contravenesthe UCA, the regulations, orders of the commission orany otherlaw.

Section 60 specifies the matters the Commission must considerin setting the rate.

Energy supply contracts

An EPAisan energy supply contract (ESC) as defined in section 68 of the UCA:

‘energy supply contract’ means a contract underwhich energyissold by a sellertoapublic
utility oranotherbuyer, andincludes an amendment of that contract, but does notinclude a
contract in respect of which a schedule isapproved under section 61 of this Act.

Section 71 of the UCA sets out the Commission’s legislative authority regarding the acceptance of EPAs (referred
to as energy supply contractsin section 71). Unless otherwise exempted by the Government of British Columbia,
all EPAs must be filed with the Commission for acceptance as beinginthe publicinterest.

For clarity, in section 68 of the UCA, “energy” means electricity or natural gas. Accordingly, in this decision, an
ESC referstoan energy supply contract for electricity.

1% ExhibitB-1, p. 4.



Commission Rules for Energy Supply Contracts for Electricity

Appendix Ato Commission Order G-61-12 dated May 17, 2012 sets out rulesintended to facilitate the
Commission’s review of ESCs for electricity and proposed energy supply contracts for electricity undersection 71
of the UCA. The Commission Rules for Energy Supply Contracts for Electricity (ESCRules) are made pursuantto
section 2(4) of the UCA and section 11 of the Administrative Tribunals Act.

The ESC Rules, which are appended to this decision as Appendix C, provide specificguidance regarding the need
for an expeditious review, the information that must be included in an application, which parties should be
provided notice of the filing, which partyis responsible forfiling the energy supply contract, whatinformation
the Commissionshall rely on to determine whetheran energy supply contractisin the publicinterest, the
processfor determining that disclosure of informationis notinthe publicinterest, and the reporting
requirementsin regard toany amendments and contractual developments.

Load Displacement Agreements

Subsection 44.2(1)(a) describes the nature of the expenditure schedule on demand-side measures to be filed by
the publicutility. The Commission can accept the schedule if it considers that making the expenditure referred
to inthe schedule would be inthe publicinterest, orrejectthe schedule.

Section 44.2(5.1) sets out the factors to be considered when the Commission reviews an exp enditure schedule
filed by BCHydro in additionto considering the interest of personsin British Columbia who receive or may
receive service from BC Hydro.

3.0 THE GENESIS OF THE APPLICATION

3.1 Regulatory background from 2001 to 2012
3.1.1 OrderG-38-01

Theissue concerning BCHydro's self-generating customers with idle generation was first addressed by the
Commissionin Order G-38-01 which introduced the concept of a Generator Base Line as a way to safeguard
current BC Hydro ratepayers while allowing a self-generating customerto realize benefits fromits idle self-
generation. In otherwords, the genesis of the GBL concept was this orderissuedin 2001 in response toa

BC Hydro requesttothe Commissionforguidance. BCHydro sought guidance regardingits duty to serve those
of itsindustrial self-generating customers seeking to sell their self-generationinto what at thattime was a
lucrative export market and toincrease their purchase of lower cost powerfrom BC Hydro to run their
operations. At the conclusion of the review, BCHydro accepted that the sale of truly “idle orincremental”
generation into the market many not harm otherratepayers aslongas any increased take of BC Hydro’s
electricity was not above the customer’s normal historical level. By Order G-38-01, the Commission directed
BC Hydro to allow its transmission service customers with idle self-generation capability to sell excess self-
generated electricity, provided they did not engage in arbitrage between embedded cost utility service and
market prices. BC Hydro was furtherdirected to make every effort to agree ona GBL to establish the normal
historical level.



By Order G-17-02, the Commission determined that the program established in 2001 should continue until
future circumstances warranted afurtherreview.

3.1.2 Long-termenergy supply contracts - 2009

In 2009, the concept of short-term power sales established in Order G-38-01 started to be applied tolonger
term energy supply contracts between BCHydro and a customer with self-generation. The notion of a GBL was
broughtintothese contracts. On October 28, 2008, BC Hydro submitted arevised EPA with TembecIndustries
Inc. (Tembec) and the Commission, by Order E-16-09, accepted the EPAfiling pursuantto section 71 of the UCA.
That EPA identified an Annual Generator Baseline for the Tembecplantin the terms of the contract. Further,
three of the Bioenergy Call Phase 1EPAs that BC Hydro filed on February 17, 2009 also have Annual GBLs. In
addition, documentationrelated tothe Clean Power Call indicated that a GBL may be required wherethe
customer has a generatorthatis or has been generating electricity. ™

3.1.3 Letter-106-09
On November 27,2009, the Commissionissued aletterto BCHydro which stated:

The Commission believes thatit may be helpful and timely to develop guidelines forthe
establishment of GBL's to assist efficiency and consistency in the determination and review of
GBL’s. Therefore, the Commission requests that as part of its next major EPA filing thatinvolves
GBL's or next Long Term Acquisition Plan filing, BCHydro include draft Guidelines for the
determination of GBL's, and the Commission requests that BC Hydro address the questions [20
questions attached tothe letter] whenitsubmits the draft GBLGuideline and related
discussion.™

AfterletterL-106-09 was issued, the Government of BCenacted the Clean Energy Act (CEA) which makesthe
UCA provisionrelated tofilingand review of public utility long-term resource plansinapplicable to BC Hydro.
The CEA also exempts BC Hydro from the UCA provisionsrelated tothe filingand review of energy supply
contracts with respectto contracts arising from specified electricity acquisition processes.

3.1.4 BCHydro letterdatedJuly 27, 2011

OnJuly 27, 2011, BC Hydro filed aletterstatingthatitcontinued to agree with the Commission thatitwould be
helpful tofile its guidelines for the determination of GBLs in order to achieve greater efficiency and consistency
inthe determination and review of such GBLs. Inthat letter, BC Hydro outlined the ti ming and scope to address
the Commission requests setoutinletter L-106-09. As the content of this letterisinformative forthe review of
this Application, itis summarized and attached in Appendix D.

3.1.5 June 20, 2012 Information Report

OnJune 20, 2012, BC Hydro submitted to the Commission, aninformation reportaddressing the last three items
setout in BC Hydro’s July 27, 2011 letterincluding Contracted GBLGuidelines and responses tothe 20 questions
as requested by the Commission in L-106-09 (Information Report).

H ExhibitB-1, Attachment 6, June 20, 2012 Information Report, Appendix D, Commission |etter L-106-09, p. 1.
12 .
Ibid., p. 2.



The Information Report discussed the difference between Non-Contracted and Contracted GBLs. BC Hydro
explainsthat Contracted GBLs are for self-generating customers thatenterinto eitheran EPA or LDA with BC
Hydro, while Non-Contracted GBLs are for self-generating customers who do not have a contract to sell power
to BC Hydro. The GBL Guidelines attached to the Information Report only addressed Contracted GBLs.

BC Hydro did not seek approval from the Commission forthe Contracted GBL Guidelines orany of the other
information contained in the Information Report.

3.2 Recent Commission determinations

3.2.1 Tariff Supplement 74

On November2,2012, BC Hydro filed an application with the Commission forapproval toamend Tariff
Supplement No. 74 as they had indicated they would in their letter dated July 27, 2011 (TS 74 Application)™. The
amendments were proposed to be made by way of new Attachment B Guidelinesto TS 74.

TS 74 containsthe rules BC Hydro appliesto determine, adjust, and resetaunique Energy Customer Baseline
Load (CBL) for each Transmission Service Rate (TSR)customer taking service under RS 1823. Energy CBLs are used
to determine acustomer’s “normal” annual electricity consumption, against which changes can be measured for
the purpose of billingunder RS 1823, a two-tiered stepped rate. The CBLof a self-generatoris necessarily
affected by its self-generation and the amendments being requested make specificreference to those

customers.

In the TS 74 Application, BCHydro proposed to use a GBL mechanism for both customers with and withouta
contract with BC Hydro. The Non-Contracted GBLrepresents the annual output of acustomerwhichis used
solely forthe purpose of serving the customer’s own load and is not subject toa contract. The guidelines forthe
initial and subsequent determination of a Non-Contracted GBLare contained in the Attachment B Guidelines. A
Contracted GBL onthe otherhand representsthe generation output of acustomer’s self-generating unit, which
must be used forself-supply, where the unitand/orits outputis subject of a contract between the customerand
BC Hydro. This contract can be eitheran LDA or EPA. The principlesfordetermining a Contracted GBL, however,
were notincluded anywhere in TS 74, but rather BC Hydro relied on the Contracted GBL Guidelinesfiledinthe
June 20, 2012 Information Report. As stated above, BCHydro took the position thatit filed the 2012 Information
Reportforinformation purposes only, and thatit was not seeking approval of those principles from the
Commission.

In the decisionissued on February 17, 2014, the Commission found, in the context of TS 74, thatboth Non-
Contracted GBLs and Contracted GBLs are rates withinthe meaning of the UCA. The Panel was satisfied that TS
74 Attachment B Guidelines adequately addressed Non-Contracted GBLs but found that the provision of more
detailed guidelines forthe determination of Contracted GBLs would be of assistance, notonly tothe
Commission, butto all parties which either have self-generation facilities or are consideringinstalling such
facilities. Inthe Panel’s view, therewould be considerable merit to the resultant consistency and transparency in

l:lo Hydro Application to Amend Tariff Supplement No. 74 Customer Baseline Load Determination Guidelines for RS 1823
Customers with Self-Generation (Tariff Supplement No. 74), Decision dated February 17, 2014.



the treatment of self-generating customers taking serviceunder RS 1823 who have eitheran EPA or LDA with
BC Hydro if the Contracted GBL Guidelines were approved by the Commission. Accordingly, by way of Order
G-19-14, Directive 2, the Panel directed BCHydro to:

...file an application with the Commission, no laterthan 6 months [August 17, 2014] afterthe
date of the Order, for approval of updated Contracted Generator Baseline [GBL] Guidelines to
be incorporated into Tariff Supplement No. 74.**

The Panel also determined that the filing should include considerations of the following:

e Definition ofincremental generationandidle generation;
e Thetreatmentofa GBLwhenan EPAor LDA expires; and

e GBL dispute resolution.

3.2.2 Tariff Supplement 74 Reconsideration

On May 21, 2014, BC Hydro applied forareconsideration and variance of Order G-19-14. Specifically, BCHydro
requested thatthe Commission rescind Directive 2 on the basis that:

e ThePanel made a fundamental error of factas it appears that the Panel assumed that Contracted GBLs
are, or couldbe, determinedin the context of applying TS 74 (First Alleged Error); and

e The Panel made an error of law, or mixed factand law, by failing to distinguish between the Contracted
GBL itself withinan EPA or LDA, versus the mechanisms that referentially incorporateand use that
Contracted GBL in the context of a CBL treatment (Second Alleged Error)."

By Order G-106-14, datedJuly 25, 2014, the Commission denied BCHydro’s application to rescind Directive 2 as
it related to BC Hydro’s requirement tofile an application forapproval of updated Contracted GBLGuidelines.
However, the Commission accepted thatthere may be alternativesto filingthe Contracted GBLGuidelines other
than incorporatingtheminto TS 74. Therefore, the Commission established Phase Two to reconsider Order
G-19-14 as it relates to where the Contracted GBL Guidelines should reside (Phase 2 Reconsideration). The
Commission also established thatthe Phase 2 Reconsideration will accept new evidence and further, that new
parties will be permitted tointervene. BCHydro’s filing deadline forthe Contracted GBLGuidelines was also
extended to November 1, 2014 to allow sufficient time for additional stakeholder consultation. *®

This Application addresses both the filing of the Contracted Generator Baselines Guidelines (Guidelines)and the
Phase 2 Reconsideration as to where those Guidelines should reside. It should be noted that the Applicationand
the Guidelines do not address the determination of Non-Contracted GBLs as those have been previously
approved by the Commission in the Tariff Supplement 74 Application by Order G-19-14.

% The Panel did not identify any other concerns with the Attachment B Guidelines as theyrelate to the determination of
Customer Baselines, and therefore approved the Attachment B Guidelines and the ancillaryamendments to TS 74 as filed.
!> BC Hydro Reconsideration of Order G-19-14 Directive 2 Application, May 21, 2014, p. 7.

'® Order G-106-14, dated July 25, 2014, p. 2.
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4.0 GENERATOR BASELINE CONCEPT
4.1 Economic and policy context

4,1.1 Customerswithself-generation

BC Hydro provides electricity serviceto approximately 135 customersites at transmission voltage. These
customers are primarily engaged in natural resource industries such as forestry, mining and oil/gas processing.
The defaultrate for transmission service is RS 1823. Fifteen of the one hundred and thirty-five TSR customer
sites have electrical power self-generation facilities that are operational. In most cases, the customer’s
generatingfacilities were installed to meet the thermal requirements of the customer’s production process.
Thermal self-generation is presently located at twelve pulp mills, one sawmill, one gas processing plantand one
waste processing plant.

Historically, most of these customers have used their self-generated electricity to serve theirownindustrial
plantsto displace electricity the customer would otherwise have purchased from BC Hydro. Each customer’s
decisiontoself-supply haslargely beeninfluenced by the technical requirements of the customer’s industrial
plantand the cost of self-generation relative to the avoided cost of purchasing electricity from BC Hydro. BC
Hydro points out that the incremental cost of fuel for self-generation is a particularly important consideration.
Part or all of a customer’s electricity generation may be idled eventhoughitsindustrial plantloadis not fully
displaced by self-generation. Forexample, using BCHydro’s F2012 data, the aggregate capacity factor for self-
supply was approximately 49 percent but isincreased to 61 percent whenincremental generation for EPA sales
isincluded.

BC Hydro notesthatalthough the reasonsforthe idle capacity may vary, economicsis a primary reason for the
significantamount of idled generation. The incremental costs (fuel, operations, maintenance) of self -generating
more electricity are simply greater than the cost of RS 1823 electricity that the customerwould avoid having to
purchase. Similarly, customers may choose to notinvestin upgrades or new generation opportunities if the
customer’s avoided costis insufficient to justify the investment.*’

Short of it being an economically efficient alternative to self-supplying (economicbenefit to displacing BCHydro
purchases), the only alternative for BC Hydro customers with self-generation to realize the benefits of theiridle
self-generation would be to have the ability tosellitfora price that is greaterthan theirincremental costs.

4,1.2 Cost-effective domesticresources

BC Hydro statesthat overthe past decade, projected energy and capacity load-resource gaps have causeditto
pursue a variety of cost-effective domestic electrical sources including customer self-generation. This self-
generation can be an attractive option for BC Hydro relative to other resource options foranumber of reasons,
including reducing demand on BC Hydro’s system, and thereby deferring need for other resources.*®

Specifically, BCHydro explains the acquisition of incremental or new customer self-generation may be attractive
relative to otherresource options because:

7 ExhibitB-1, Attachment 6, June 20, 2012 Information Report, pp. 3—7.
18 .
Ibid., p. 7.
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()  Itisoftencost-effective;
(ii) It may have a relatively high capacity value;

(iii)  Itislocatedclose to the load which may allow BC Hydro to avoid infrastructure costs and
transmission losses;

(iv)  Itwill generally track the customer’s load profile or shape to the extent that the self-generationis
linked tothe customer’s industrial processes;

(v) It may be dispatchable;and

(vi) It may be brought on-line quickly, particularly in the case of idle generation."

BC Hydro submits that to the extentits relatively low tariff rates have been the economicbarrier limiting
customerself-generation, BCHydro and its customers may not realize the full benefits of cost-effective energy
and capacity supplied from customer self-generation. Therefore, funding provided through an EPA or LDA
removes economicbarriers tothisincremental or new self-generation and provides BC Hydro with cost-effective
domesticresources.*’

BC Hydro states that the acquisition of cost-effective customer resources has been consistent with numerous
provincial laws and policies (see Appendix E, Laws and Policies), including the 2007 Energy Plan and the Clean
Energy Act (CEA).*!

4.1.3 EnergyPurchase and Load Displacement Agreements

Within this economic, legal and policy context, BC Hydro has entered into contractual arrangements with a
number of customers to mitigate or remove the economicbarriersto the use of idle generation and encourage
investmentsinupgradesand new generation.

The contracts with BC Hydro are eitheran LDA whichisa demand-side measure (DSM) as definedinthe CEA, or
an EPA, whichistreated as an energy supply contract as definedin section 68 of the UCA.

Table 3.1 lists all TSR self-generating customers with EPAs or LDAs with BC Hydro and the one General Service
Rate customer. BCHydro has also entered into an EPA with Celgar, which is a Fortis BC customer.”

The table alsoindicates BCHydro’s energy procurement process thatresultedin the contract, as well asthe
Commission orderthataccepted the contract for filing orthe CEA provision that exempted the parties from the
filing requirement.

e Hydro Final Submission, p. 14.
2% ExhibitB-1, Attachment 6, p. 12.
2 ExhibitB-1, Attachment 6, pp. 7-8.
?? ExhibitB-6, BCUC IR 1.8.1.



12

Table 3.1 TSR and General Service Rate Customer Table
Electricity Load
Purchase Displacement

Agreement Agreement
Canfor Pulp —Prince George 1823B Pulp and paper v 4 DSM/Bio call 1 Order E-8-09
CPLP —Intercon Pulp Mill (1 TG) 1823B Pulp and paper v 4 DSM/IPO CEA,s.7
Catalyst Paper —Powell River (2 TGs) 1823B | Pulpandpaper v v DSM/IPO CEA,s.7
Domtar Kamloops 1823B Pulp v 4 DSM/IPO CEA,s.7
Howe Sound Pulp and Paper 1823B Pulp and paper 4 IPO CEA,s.7
Nanaimo Forest Products/Harmac 1823A Pulp v IPO CEA,s.7
Skookumchuck Pulp Inc. 1823B Pulp 4 Bilateral Order E-16-09
West Fraser —Cariboo Pulp 1823B Pulp 4 IPO CEA,s. 7
Nechako 18238 Solid Wood v DSM n/a
Louisiana-Pacific 1611 Solid Wood 4 SOP CEA,s.7
Conifex Timber Inc. 1823A Solid Wood v 4 Bilateral Order G-40-12
Regional District of Nanaimo 1600 Municipal v SOP CEA,s.7
Generation not yet operating:
Metro Vancouver — Capilano Filtration Plant 1823A Municipal 4 DSM n/a
Catalyst Paper —Powell River 1823B Pulp and paper 4 DSM n/a

By way of elaboration, BCHydro provided the following aggregate estimates and information:

e The EPAs generally became effective during 2009 or 2010, and have terms rangingfrom 10 to 20
years.

e Some of the LDAs became effectiveas early as 2002 and as late as 2015. LDA terms are generally
20 years.

e Total installed nameplate self-generation capacity in aggregate is approximately 800 MW, of
which about475 MW is usedto serve customerload and about 175 MW is used for energy sales
to BC Hydro. This leaves roughly 150 MW of idle self-generation, of which about 50 MW is
located at facilities that are currently not operating.

e Thetotal customers’ plantloadisabout 900 MW.*

BC Hydro also confirmed that no TSR customer was fully displacing theirload priorto enteringinto an EPA with
BC Hydro and thatno BC Hydro customer has an EPA for energy sales greaterthan theirload. Furthermore,

BC Hydro confirmed that the General Service customeris fully displacingits load. ** Additionally, BC Hydro stated
thereisone TSR customerthat is currentlyinthe process of buildinganew generator noting that the size of the
generatoris confidential customerinformation.”®

4.2 Acceptance of the Generator Baseline concept

BC Hydro has been usinga GBL conceptin negotiations with self-generating customers as far back as 2009 for
EPAsand 2002 for LDAs toidentify the amount of energy a customer must first self-supply before BCHydro

23 ExhibitB-6, BCUC IR 1.8.1.
24 |bid., BCUC IR1.9.1,1.9.2.
*® |bid.,BCUC IR 1.10.2.
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incentivises any incremental generation. This concept was directed by the Commission in Order G-38-01 to
address a short term energy shortage and was subsequently extended by Order G-17-02.

BC Hydro explained that British Columbia appears to be the only jurisdiction in which a utility customer’s
self-generation is managed through Generator Base Lines. Specifically, BCHydro statesit is not aware of any
otherijurisdiction which uses a GBL to recognize and incentivize new orincremental self-generation ata
customer’s site.”® Furthermore, BC Hydro states it is not aware of any otherapproach to incentivizing
incremental self-generation at existing operating generation facilities that would not require a baseline dividing
what will be incentivized from what will not be incentivised.*’

BC Hydro submits the Contracted GBL approachis an effective way to add cost-effective resources to BCHydro’s
resource stack while managingthe financialrisk to otherratepayers resulting from funding incremental
customergeneration whereitis also supplying electricity to the customeratembedded cost rates. BCHydro
alsonotesthat itis not aware of, and has not considered, any other effective approach to mitigating this risk.
Notwithstanding that, BC Hydro notesthat by implementinga policy nottoincentivizeany below-load
self-generation, the risk to otherratepayers would be avoided entirely.*

The Contracted GBL has no bearing onthe amount of energy BC Hydro will incentivize in excess of the
Contracted GBL. The amountincentivised willdepend on several factors including BCHydro’s projected need for
new supply, the terms and price BC Hydro offersforincrementalor new energy, and the customer’s
opportunitiestouse idle generation and/orinvestin upgrades and new generation within the terms and price
offered by BC Hydro.”’

AMPC is supportive of BCHydro’s approach to incremental generation and suggests that without the incentive
agreements, the most economicelectricity supply choice forthe customeris typically to maintain BCHydro
purchases and forego more expensive potential on-site generation opportunities. In AMPC’s view, the resulting
electricity purchased by BCHydro (EPA), or made available to BC Hydro through reduced customer demand
(LDA), comes at a price lowerthan the marginal cost of BC Hydro’sincremental generation and thus lowers costs
to other customers of BC Hydro.*°

BCOAPO agrees with BCHydro that there currently does notappearto be a reasonable alternative to the
current Contracted GBL approach for determiningthe level of self-generation to be funded and mitigating the
riskto otherratepayers. BCOAPO submits the only alternative is to abandon consideration of self-generation as
a potential supply source. On balance, BCOAPO submits the use of Contracted GBLs to identify and acquire new
or incremental self-generation while not perfect appears to be the betterapproach.®*

Celgarchallenges the BCHydro approach and definition which discards any reference to historical generation.
Celgarsubmitsthatin essence, the policy advocated by BCHydro is a variation of Order G-38-01 because itis

%% ExhibitB-7, CEC IR 1.8.1.

?7 |bid., CEC IR 1.27.4.

% BC Hydro Final Submission, pp.14-15.
2% Exhibit B-6, BCUC IR 1.16.2.

30 AMPC Final Submission, p.2.

31 BCOAPO Final Submission, p. 10.
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based on concepts of “incremental generation” over and above “current normal operating conditions” without
any acknowledgement of the value of historical generation to-date. By way of contrast, Celgar refersto Order
G-191-13 (the Tolko Decision®?).?* Celgar submits the Commission established amuch more appropriate
approach to GBL determinationsinthe Tolko Decision than that advocated by BC Hydro in the current
proceeding. Celgar further submits that unlike BCHydro’s proposed approach, which discards any reference to
historical generation, the Tolko Decision recognizes that a Contracted GBL also sets the utility’s obligation to
serve.*

Panel discussion

No party has raised concerns with the general concept of a GBL methodology in settinga baseline for EPAs and
LDAs based onincremental oridle generation otherthan Celgar. Celgar suggests that the baselineshould not
require the self-generatorto continue to self-generate by ignoring historical generation levels. Given that Celgar
isa customer of FortisBCand not BC Hydro and further, the proposed Guidelines will not currently applytoa
FortisBC customer, the Panel has not given Celgar’s position significant weightinits deliberations.

In the review of the Application, the Panel did not consider otheralternatives to GBLs for customers with
existing self-generation although it will raise some suggested alternatives for new generationin section 6.5.

5.0 APPLICABITLITY OF THE GUIDELINES
5.1 Who the GBL Guidelines applyto

TSR and GSR customers

Regarding the applicability of the Guidelines, BCHydroindicated thatit has in the past, and mayin the future,
enterinto EPAs and LDAs with both transmission service and general service (GSR) self-generating customers.
BC Hydro specifically stated: “If BCHydro entersinto a future EPA or LDA with a general service self-generating
customer, the Contracted GBL Guidelines could be applied when determining the Contracted GBLfor the
contract.”*® BC Hydro alsoindicated thatit has used Contracted GBLs when negotiating contracts for
incremental and new self-generation with both TSR customers and GSR customers and may do so againin the
future. In most cases, BC Hydro noted, the incremental self-generation output does not resultin a physical
transfer of electricity fromthe customersite to the BC Hydro system, and so the voltage of the service
interconnection (distribution ortransmission)israrely aconsideration.

With regard to the specificquestion of whether or not the Contracted GBL Guidelines should applyto both TSR
and GSR self-generators, all parties agree that this should be the case.

32 EortisBC Inc. Application for a Certificate of Public Convenience and Necessity for the Purchaseofthe Utility Assets of the
City of Kelowna Phase 2, Order G-191-13 with Reasons for Decision, Appendix A, pp. 18-19.

33 Celgar Final Submission, pp.8-9.

** Ibid., pp. 8-10.

** ExhibitB-6, BCUC IR 1.7.2.
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Specifically, BCOAPO notes BC Hydro has the same objective of avoiding or mitigating the risk of arbitrage by
self-generating customersin the context of EPAs and LDAs regardless of whether they are transmission service
or general service customers. Therefore, the need to develop Contracted GBLguidelinesto determinehow a
GBL will be established applies equally to both types of customers.*®

FortisBC customers

BC Hydro addresses the relationship of the Guidelines to FortisBC customers who may sell electricity to BC
Hydro in the Application letter of transmittal and states:

These Guidelines will not work forthe case where BCHydro might choose to procure electricity
froma FBC self-generating customer unless FBC offers aservice thatenablesits customers to
simultaneously purchase electricity from FBC and sell electricity to a third party (including BC
Hydro).*’

Inan IR response to FortisBCIR1.1.1, BC Hydro qualified the above:

...BC Hydro has concluded that the Contracted GBL Guidelines will not currently work for the
case where BCHydro might choose to procure electricity from a FortisBC self-generating
customer. Thisisdue to the fact that a FortisBC customeris not directly connected tothe BC
Hydro systemandis not a customer of BC Hydro with an Electricity Supply Agreement.

Commission determination

Section 1.0 of the Guidelines states that the Guidelines apply to both TSR and GSR customers. In consideration
of the fact that all interveners agree that the Guidelines should apply to both TSR and GSRself-generating
customers, the Panel determines that this is appropriate. In the Panel’sview, there is no reason why cost-
effectiveincremental or new self-generation at distribution-connected GSR customersites should be excluded
fromthe pool of resources available to BC Hydro using the Contracted GBL approach.

The Panel also accepts BC Hydro’s position that the Guidelines currently do not apply to any FortisBC
customers.

5.2 Where the Guidelines do notapply

For clarity, the Guidelines also listanumberanumber of areas where they would not be applicablesuch as
determination of a contract demand forthe purposes of an Electricity Supply Agreement or Electric Service
Agreement (ESA) and design of a BC Hydro electricity procurement process or design of EP A or LDA terms and
conditions. Whilethe focus of thisreview is on the applicability of the Guidelines, the publicinterest
determinations and exportrelated terminology are of significance in this section and are therefore addressed as
follows.

36 BCOAPO Final Submission, p.6, para.23.
37 ExhibitB-1, p. 2.
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5.2.1 Publicinterest when enteringinto LDAs and EPAs

BC Hydro submits thatitis not seekinga Commission determination thatitisin the publicinterestfor BCHydro
to enterinto EPAs and/or LDAs with self-generating customers using the Contracted GBLapproach.>®

BC Hydro furthersubmits:

BC Hydro believesthatitwould be inappropriate forittorequestandinappropriate forthe
Commission to make such determinationsin this proceeding, becausethe Commissionis not
consideringany actual EPAs or LDAs in this proceedingand such determinations would purport
to limitafuture Commission Panel’s considerations and powers when reviewing actual EPAs or
LDAs...The Commission Panelcould make an errorifit was to order that itis inthe public
interest for BCHydro to enterinto EPAs and/or LDAs with self-generating customers using
Contracted GBLs determined in accordance with the Contracted GBLGuidelines, becausethe
Commission Panelis not considering any actual EPAs or LDAs in this proceedingand such
determination would purportto limitafuture Panel’s considerations and powers when
reviewing actual EPAs or LDAs without a statutory basis to do so.>’

CEC submitsitagreesthat the scope of the current process does notinclude arulingon the publicinterestin
pursuing EPAs and /or LDA and such the scope should not be considered in this proceeding.*

Commission determination

The Panel agrees with BC Hydro and finds that the purpose of this Applicationis not for the Commission to
make a determination on the publicinterest of any particular Contracted GBL, EPA or LDA.

5.2.2 Exportrelatedissues

The Guidelines state that they are not for the determination of abaseline that might be used by BC Hydroand a
customerin the context of the customer selling self-generation output to a party other than BC Hydro.*!

BC Hydro further states thatthe Guidelines are also notrelevantin the context of a point-to-point transmission
service transaction under BCHydro’s Open Access Transmission Tariff (OATT).

BC Hydro indicates thatits use of Contracted GBLs in EPAs and LDAs shares the underlying principle espoused by
the Commissionin Order G-38-01 that there should be no arbitrage between embedded cost service and market
prices (inthe case of EPAs, this would be the contract price); however, the specificuse of Contracted GBLs in
EPAsand LDAs is different from the use of baselines contemplated in Order G-38-01.%

BC Hydro further noted that the determination of a Contracted GBL does notenable acustomerto
simultaneously purchase electricity from BC Hydro and sell electricity toa third party.*

¥ BC Hydro Final Submission, p. 5.

** Ibid., pp. 5-6.

*9 CEC Final Submission, p. 3.

M ExhibitB-1, Attachment 2, Contracted GBL Guidelines, p. 1.
*2 ExhibitB-1, p. 22.

** Exhibit B-6, BCUC IR 1.32.2.
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Finally, BCHydro stated that it does not have tariffs, service agreements, rate schedules or business practices to
enable customersto simultaneously purchase electricity from a customerand sell to a third party. The one
exceptionis FortisBC, whichis able to simultaneously purchase electricity from BCHydro underthe 2014 Power
Purchase Agreement and exporteligible energy to third party buyersinaccordance with the 2014 Energy Export
Agreement.44

With regard to past Commission determinations, BC Hydro notes the Order G-106-14 Decisionin which the
Commission considered that while RS 1823 customers do not sell electricity into the market, “the fundamental
principles are the same” because the customers are enteringinto agreements with theirown utility tosell
energy (through an EPA) or to displace theirload (through an LDA).*

Commission determination

While no specificquestion was asked of parties as to what constitutes “an export” in the context of Contracted
GBLs, the Panel wishesto clarify its position.

BC Hydro’s submissions are very concerned with the “export of powerto a third party” (otherthanthe utility),
as it indicatesis the proposal of FortisBC for the purposes of its GBLs.*® BC Hydro also indicates that no BC Hydro
self-generating customer has requested that BCHydro enable the customerto simultaneously purchase
electricity from BCHydro and sell electricity to a third party. In 2001, BC Hydro asserts that Howe Sound Pulp
and PaperLtd. (HSPP) expressed aninterestin doingso but abandonedits original planto sell electricity into the
Californiamarket, and instead entered into discussions with BCHydro and Powerex regarding its proposal to
restartidle self-generation facilities.*’ BC Hydro describes the resulting arrangements between HSPP, Powerex
and BC Hydro as the sharing of proceeds attributable to HSPP operating otherwiseidle self-generation freeing
up BC Hydro resources for export by Powerex.*®

As the Panel considers the various positions regarding what constitutes an export marketin the context of GBLs,
it isstruck by the observationthatthereisafalse dichotomy between sellingto a third party export marketand
sellingtothe utility eitheras a contribution to that utilities’ resource stack or for that utility to export that power
eitherdirectly orthrough a related party. Inthe Panel’sview, ratepayers can be harmed regardless of where
self-generator poweris deployed.

The Panel considersthatin definingan “export” the issue is not whetherit goesto a third party or to the self-
generator’s service provider utility butratherthatit physically leaves the plantsite of the self-generatororis
deemedtoleave thatsite. The end-source of the disposition of that energy seemsirrelevant. Further, Order
G-38-01 did not differentiate between the selling of powerto BC Hydro/Powerexand athird party. In this
context, the Panel notes both the opportunity to move electricity physically as well as the opportunity to offset
load are examples of “selling of power” or “exporting.”

** ExhibitB-7, FortisBCIR 1.2.1.

* ExhibitB-1, p. 9.

% BC Hydro Final Submission, p. 5.
*"Ibid., p. 21.

*8 ExhibitB-1, pp. 23-24.
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However, the Panel is aware that no customerhasrequested thatitbe able to “export” toa third party, likely
because BC Hydro customers have this opportunity availableto them indirectly through theiraccessto Powerex.
The Panel understands that exporting to athird party would require tariffs, service agreements and rate to be
developed, including access through the OATT. Given that no customerisrequesting such access, the Panel
agreesthatitis not necessary at this time to make this option available.

Therefore, the Panel accepts that the proposed Guidelines are not designed to apply to a situation where a
customer is sellingits self-generation output to a party other than BC Hydro and the proposed Contracted GBL
will not enable a customer to simultaneously purchase electricity from BC Hydro and sell electricity to a third

party.

5.2.3 Contract demand, levelof service and Billing Formula

The Guidelines state thatthey are notused in the determination of a contract demand for the purposes of an
electricity supply or service agreement (ESA) or to defining BC Hydro’s level of service to the customer.*’

For clarity, ESA stands for Electricity Supply Agreement fora transmission service (TSR) customerand Electric
Service Agreementforageneral service (GSR) customer.

BC Hydro explainsthatfora TSR customer, BCHydro’s service obligations are specified by the Electricity Supply
Agreement between BC Hydro and the customersetout inthe standard form Tariff Supplement5(TS 5).

BC Hydro’s service to the customeris limited by, among otherthings, the concepts of Contract Demand as set
out inthe customer’s ESA. On the other hand, BC Hydro’s service obligationsin respect of GSR customers are
specified by the Electric Tariff and an ESA between BC Hydro and the customer.*® While this section focuses on

TSR customers, the principles are applicablefor GSR customers as well.**

BC Hydro further explains that Contract Demand limits the service in terms of capacity (kV.A power demand) but
notinterms of energy (kW.h). Thereis nolimiton the customer’s energy consumption within the specified
Contract Demand. If the customerentersinto an EPA or LDA with BC Hydro thatincorporates a Contracted GBL,
the Contracted GBL will have noimpact onthe Contract Demandin the ESA as the Contracted GBL identifies

“incremental energy.”’

5.2.3.1 Customerswithan EPA

BC Hydro statesthat in the case of a self-generating customer enteringinto an EPA with BC Hydro, the
incremental energy produced in accordance with the EPAisdeemedtobe delivered to BCHydro because the
energyisactually consumed by the customer’s load and does not physically transfer to the BC Hydro system. To
accommodate this, an ESA Billing Formulais used to determine the accounting forthe customer’s deemed
demandand deemed energy. Therefore, becausethe EPA has noimpact on the customer’sdemand, as deemed
by the Billing Formula, the Contract Demand should notbe andis not reduced. Maintaining the Contract

9 Exhibit B-1, Attachment 2, Contracted GBL Guidelines, p. 1.
*% |bid., pp. 11-13.

>! ExhibitB-6, BCUC IR 1.33.12, 1.33.12.1.

>2 ExhibitB-6, BCUC IR 1.33.12 and 1.33.12.1.
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Demand unchanged ensuresthe correct minimum demand charges continue to apply. The workings of this
conceptare furtherdescribed below based on BC Hydro’s evidence.>*

Deemed demand and deemed energy

The purpose of deemed energy and demand isto deem the EPA customerto purchase energy and demand at
levelsasifthe EPA energy deemedto be delivered to BCHydro is actually delivered. Incremental self-generation
outputunderthe EPA contract structure isdeemedto be delivered to BCHydro (in accordance with the EPA)
and notto reduce energy and demand purchases (in accordance with the ESA Billing Formula).

Billing Formula

The Billing Formulais used to calculate the amount of energy and demand the EPA customer purchases from

BC Hydro. Metering at the point of delivery willmeasure actual demand and energy flows (as actually impacted
by the incremental EPA energy), and it will not measure deemed energy and demand. Forthese customers the
appropriate amount of demand and energy flows must be calculated using meter readings at the customer’s
generator(s) and atthe point of delivery, and hourly generator baselines, in accordance with the Billing Formula.

The Billing Formula® is attached to and forms part of the customer’s service agreement with BC Hydro. In the
case of TSR customers, the Billing Formulais attached to and forms part of the TS 5 ESA.>’

BC Hydro statesthat “the TS 5 ESA, the provisions of the Billing Formula that determine deemed energy
purchases, RS 1823, and the provisions of TS 74 that determine the Energy CBL...are all part of the rate(s)
applicable tothe RS 1823 Stepped Rate customer with self-generation and an EPA or LDA with BC Hydro.”*®

5.2.3.2 Customerswith an LDA

In the case of a self-generating customer entering into an LDA with BC Hydro, the incremental LDA energy serves
the customer’sload andis notdeemedto be delivered to BCHydro. The LDA energy reducesthe energy

BC Hydro suppliestothe customer. However, the LDA energy (kWh) may or may not impact the peak demand
(kV.A) of the customer’sload on the BC Hydro system. Demandin kV.A and energy in kWh are not directly
comparable.

The extentto which incremental self-generation output underthe LDA will impact the customer’s demand,
dependsonthe amountand profile of the incremental energy versus the amount and profile of the customer’s
peak demands onthe BC Hydro system. If the Contract Demand is unnecessarily high due tothe new
incremental energy produced under the LDA, the customer will typically seek BCHydro’s agreement to reduce
the Contract Demand because Contract Demand can impact the customer’s demand charges.

53, .
Ibid.

>*BC Hydro provided a copy of a pro-forma Billing Formula inresponseto BCUC IR 1.33.1 (Attachment 2).

>* ExhibitB-6, BCUC IR 1.33.1.

*® ExhibitB-7, BCOAPO IR 1.8.5.
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If BC Hydro and the LDA customeragree that the ESA Contract Demand should be reduced, the Contracted GBL
(inkWh/year) would not be relevant to determining the amount of the Contract Demand reduction (inkV.A).
The Contract Demand reduction would be based on the expected peak demand (in kV.A) of the customersite on
the BC Hydro system when the customeris operatingunderthe LDA.

In summary, fora customerwith an LDA there isno deemed demand and therefore no need foraBilling
Formula. Powerdemandis measured and demand charges are calculated just like they are fora customerthat
doesnot have an LDA.>’

5.2.3.3 Submissions by parties

BC Hydro inits final submission summarizes its position as putforward in response toBCUC IR 1.33.1 and
detailed above.

CEC states that BC Hydro has outlined its view of the relationship between “Deemed Energy and Demand” for
BC Hydro self-generating customers and their use for billing purposes and accepts BCHydro’s view of the
relationship as beingaccurate.>® BCSEA*® and AMPC®® also confirm BC Hydro’s position.

BCOAPO submits the Commission should direct BC Hydro to file a pro-forma of the Billing Formulae thatis used
in conjunction with an EPA forapproval by the Commission asitis considered to be part of the rate.®’

In replyto BCOAPO's request, BCHydro submits thatit would have no objectionto developing a pro-forma
Billing Formula (to determine the amount of energy [kWh/h] and demand [kV.A]the customer purchases from
BC Hydro since these amounts are differentfrom whatis measured by the meteratthe point of delivery) for
filingif the Commission finds value init. An alternative option, in BCHydro’s submission, would be toinclude a
copy of the sample Billing Formulathat has already beenfiled in this proceeding (as Attachment 2 in response to
BCUC IR 1.33.1) where the Contracted GBL Guidelines will reside.®

Commission determination

As stated by BC Hydro and specified in the Guidelines, the primary purpose of the Contracted GBL is to identify
the incremental ornew electricity that BCHydro will incentivize pursuantto the LDA or procure pursuant to the
EPA by identifyingthe amount of electricity that the customergenerates forself-supply in current normal
operating conditions, and electricity in excess of the Contracted GBL is recognized asincremental or new
electricity.

However, the Panel continues to find that the GBL contextis analogous to two sides of the same coin: it both
identifies how much idle generation (energy) a customer has available for BCHydro to purchase underan EPA or
incent pursuanttoan LDA afterself-supplyingaportion of it plantload, and it identifies the amount of the

>’ Exhibit B-6, BCUC IR 1.33.1.

>% CEC Final Submission, p. 20.

> BCSEA Final Submission, p. 5.

60 AMPC Final Submission, p. 4.

%1 BCOAPO Final Submission, pp.59, 72.
2 gc Hydro Reply Submission, p. 3.
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residual plant load that must be served by BC Hydro as setout inthe ESA (i.e. residual plantload =plantload -
Contracted GBL).

Nevertheless, the Panelfinds thatthis “otherside of the coin” conceptis onlyrelevantin the case where a
customeris exporting toa third party and notwhen itis exporting to BC Hydro. As indicated by BC Hydro®, ina
hypothetical case where a customeris exportingto a third party (i.e. thereis no EPA with BC Hydro) BC Hydro
would likely have to mitigate the risk of arbitrage (risk to otherratepayers) through the terms of the customer’s
energy supply agreementas contemplated in Order G-38-01 as it may be the only control available to ensure
that the self-generating customeris not realizing economic benefits forenergy that it was already using to
supplyitsown load.

However, controlling the level of service that aself-generating customeris entitled to through the ESA is not
necessary inthe case where BC Hydrois providing the economic benefitto the customerthrough an EPA or LDA
because BCHydro will only purchase orincent energy above the Contracted GBL. Given that the Guidelines
apply only to a situation where BCHydrois procuring energy underan EPA or incentingunder an LDA, and do
not applytoa situation where a customeris simultaneously purchasing electricity from BCHydroand sellingtoa
third party the concernis mitigated. Accordingly, the Panel agrees that the Guidelines are not usedin the
context of determining the contract demand for the purposes of an electricity supply or service agreements
nor are they necessary for defining BC Hydro’s level of service to the customer.

In regards to the Billing Formula, the Panel agrees with BCOAPO that because the Billing Formulaisarate, it
should be filed with the Commission forapproval. Therefore, the Commission approves the terms setout for
calculating deemed energy and deemed demand as set out in the sample Billing Formulaincludedin
Attachment 2 inBCUCIR 1.33.1.

BC Hydro is directed to file, within 30 days of the date of this order, the appropriate Deemed Demand and
Deemed Energy Billing Formula tariff sheets for both TSR and GSR customers. The tariff sheets mustinclude a
description of the method that BC Hydro usesto determine the energy (kWh) that is deemed to have received
from the customerin accordance withthe Energy Purchase Agreementand describe the billing process and
calculation that BC Hydro will use to bill the customer for deemed energy (kWh) and demand (kV.A) it
purchases from BC Hydro under the customer’s Electricity Supply Agreement.

The Panel suggests that the tariff sheetsalsoincorporate some of the additional calculation details and
explanations provided in Attachment 1to BCUC IR 1.33.1.

6.0 MITIGATE THE RISK TO OTHER RATEPAYERS
6.1 Commission’s review of the Contracted GBL

The Guidelines appended as Attachment 2to the Application state that the purpose of the Contracted GBL is to
mitigate the risk of arbitrage when BCHydro incentivizes or procures customerself-generation output pursuant

%% ExhibitB-1, p. 26.
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to an LDA or EPA at the same time BC Hydro is selling electricity to the customer at regulated rates pursuant to
an electricity supply orservice agreement.64

BC Hydro submitsitbelieves thatthe Commission should notdetermineinthis proceeding whetherthe
Contracted GBLs and/or Contracted GBL Guidelines are appropriate and effective at mitigating the risk to other
ratepayers. Instead, BCHydro submits the effectiveness of a particular Contracted GBL, criteriaand guidelines
reliedoninits determination should be evaluatedin the future, if and when BC Hydro submits an EPA to the
Commission undersection 71 of the UCA or a DSM expenditure schedule with expenditures on LDAs under
section 44.2.°

CEC agrees with BC Hydro that the Commission should evaluate the appropriateness of each GBL at the time of
the section 71 review of the EPA or LDA. However, CEC submits this should not preclude the Commission from
reviewing the Guidelines with respecttotheireffectivenessin their capacity as mitigating the risk to other
ratepayers in this proceeding.®® The CEC disagrees with BC Hydro’s position that the Commission should not
determine inthis proceeding whetherthe Contracted GBLs and/or Contracted GBL Guidelines are effective at
mitigating the risk to ratepayers.

BCOAPO submitsthere isaneedto make a distinction between:
1. The Contracted GeneratorBase Line Guidelines;

2. The Contracted GBL, expressedin Annual MWh, that BC Hydro develops usingthe Guidelinesfora
customerwhois consideringenteringinto a prospective EPA or LDA; and

3. Theformal Contracted GBL as incorporatedinthe final EPA/LDA when andif one is ultimately executed,
which may include hourly or seasonal refinements not addressed in the Guidelines.®’

Similarto BCOAPO, CECsubmitsitis important to distinguish the broader purpose of the contractsin the LDAs
and EPAs from that of the devices employed to bringtheminto effect. CECfurthersubmitsaGBLis effectivelya
device thatisusedto enable the larger purpose of the LDAs and EPAs (incentingincremental self-generation by
removing economicbarriers)while protecting other ratepayers.

Panel discussion

The Panel agrees with CECthat the GBL is effectively adevice thatis used to enable the larger purpose of the
LDAs and EPAs (incentingincremental self-generation by removing economic barriers) whileat the same time
protecting otherratepayers. The Panel further agrees with BCOAPO that there needs to be a distinction
between the GBLGuidelines, the Contracted GBLitself, and the review of the EPA/LDA.

The Panel has already acknowledged, insection 5.2.1, that the evaluation of the appropriateness of each GBL
will take place atthe time of the section 71 review of the EPA or a section 44.2 review of DSM expenditure.

64 ExhibitB-1, Attachment 2, Contracted GBL Guidelines, p. 1 [emphasis added].
> BC Hydro Final Submission, p. 14 [emphasis added].

%6 CEC Final Submission, p.13.

7 BCOAPO Final Submission, p.4.
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Further, the Panel will address the purpose of the Guidelines and evaluatestheminsections 7.0and 8.0
respectively.

The Panelis not inagreement with BCHydro’s position that the Commission should not make a determination
on whetherthe Guidelines themselves meet their purpose of mitigating the risk to other ratepayers. The Panel
agrees with CEC that the Commissionis not precluded from reviewing the Guidelines in this proceeding and will
therefore make a determination with respectto theiradequacy and effectiveness in setting the Contracted GBL
to mitigate the risk to otherratepayers. Because most of the submissionsinthis regard were in the context of
“arbitrage”, the Panel will clarify its position below.

6.2 Clarification of the term Arbitrage

The Panel notes that the word “arbitrage” is currently being used to describe the “protection of other
ratepayers between regulated rates and the contract price.” The Panel find this phraseology not particularly
helpful and provides this further clarification suggesting the term “mitigatethe risk to otherratepayers” be
more appropriate.

In discussing arbitrage, BCOAPO notes that whilearbitrage is generally defined as the simultaneous buying and
selling of productin different markets to profit from unequal prices, there is nothing fundamentally wrong with
arbitrage in competitive markets thatare subjectto marketforces. Indeed, BCOAPO indicates that arbitrage
normally brings about the equalization of pricesin different markets. However, thisis not the case when one of
the markets has fixed, regulated prices as in the case of BC Hydro’s domesticelectricity market.®®* BCOAPO then
observesthatinthe case of electricity and BCHydro, the term “arbitrage” can be usedindifferent contexts. In
situations where a customer of BC Hydro is seeking to purchase power(atembedded/regulated rates) from the
utility while, at the same time, selling powerto a third party (at market prices) is one context and situations
where a customeris purchasing powerfrom BCHydro while at the same time seekingto eithersellpowerto

BC Hydro through an EPA or obtain a financial incentive from BCHydro for self-generating through an LDAis a
second context. Inboth types of circumstances, BCOAPQO’s concernis with arbitrage activities thatare
detrimental to other ratepayers and represent nothing more than a wealth transfer between customers. *°

AMPC believes that creating an “operational definition of arbitrage” appears to be a semanticissue thatis not
helpfulinresolvingthe issuesin this matter. AMPC believes that the focus of the inquiry in these circumstances
must be onwhether BCHydro is achievingits stated goals: obtainingincremental generation atareasonable
price, without paying customers incentives to generate electricitythat they would generatein any event. ”°

BCSEA is of the view thatitwould not be productive forthe Commissiontotry to develop adefinition of
arbitrage inthe context of BC Hydro’s Contracted GBL Guidelines. They state that the Guidelines quite
adequately protectthe interests of ratepayers in ensuring that BC Hydro buys only what it would not otherwise
getfor free without using the fraught term arbitrage.””

°® BCOAPO Final Submission, para. 16.
69 Ibid., para.17.

% AMPC Final Submission, p. 3.

"1 BCSEA Final Submission, p. 3.
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BC Hydro, in addressing CelgarIR 1.6.2 also offered the suggestionthatitis not helpful to focus on the definition
of “arbitrage.” Withrespectto the electricity buyingand selling activities of utilities and self-generators that
occurs or may occur in the province, BCHydro asserts that nothingturns on whetherthe activities fall within the
definition of ‘arbitrage’ and that there is nothinginherently wrong with arbitrage. Inany commercial context,
the conceptof arbitrage is not illegal nordoesit carry any pejorative implication. The result of arbitrage is
normally to bringabout an equalization of prices in separate markets assumingthat pricinginthe separate
marketsis variable and responsive to market forces. Butthatis not the case when one of the markets has fixed,
regulated rates.”

Although BCHydro’s response to this IR was related to the development of the FortisBC self-generator
guidelines, BCHydro continues: “...nothing turns on whether such activities fall within the definition of arbitrage.
Theissues are whetherthe activities willbe (i) beneficial to ratepayers, (ii) detrimental to ratepayers, or (iii)
neutral (no harm) to ratepayers; andif there is a risk of harm to ratepayers, what measures will FortisBC putin
place to mitigate oreliminatethose risks?””?

Commission determination

The Panelis persuaded that the use of the word “arbitrage” to describe the buying and selling of electricity by
self-generatorsis not particularly helpful as noted by several parties. Onthe contrary, it seems to be subject to
logical errors of both commission and omission related to the equivocal nature of its use by partiesto the

BC Hydro Contracted GBL Guidelines Application. The Panel finds itself in concurrence with BC Hydro that the
keyissue withregard to the sale or purchase of electricity is whether such activities are beneficial, detrimental
or neutral as far as theirimpact on otherratepayers.

Accordingly, when considering the merits of buying or selling electricity by self-generatorsinthe context of
Contracted GBLs, the Panel will not assess whether the Guidelines “mitigate the risk of arbitrage.” Instead, the
Panel will consider whether setting the GBL mitigates the risk to other ratepayers due to difference between the
regulated rates and the contract price. Therefore, the Panel’s terminology includes “harm prevention”,
“mitigation of risk to otherratepayers” and “other ratepayers are not worse off.”

BC Hydro is directed to amend the wording in section 1.0 of the Guidelines to remove reference to “mitigate
the risk of arbitrage” and replace it with “mitigate the risk to other ratepayers.”

6.3 Idle, incremental and new generation

BC Hydro uses the descriptions of idle, underutilized, incremental and new generation in the context of the
Guidelines. Thereforeitisimportant that these concepts are defined forthe purposes of this Decision. By way of
background, BC Hydro was directed by Order G-19-14 to consultits RS 1823 customers with self-generation
facilities on definitions forincremental and idle generation.

BC Hydro stated that thereisnoneedforthe Contracted GBL Guidelinestoinclude definitions of “new”,
“incremental” and/or “idle generation.” In BC Hydro’s view, the Contracted GBL Guidelines are notintended to

7% ExhibitB-7, Celgar IR 1.6.2.
7 Ibid.
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and do notdetermine the amount of new, incremental oridle generation. Including definitions forthese terms
would be redundant and confusing.”

BC Hydro notes thatit uses Contracted GBLs when negotiating with those of its self-generating customers who
expressinterestin enteringinto acontract with BC Hydro concerning incremental or new self -generation

output. For furtherclarification, BC Hydro submits the phrase “incremental or new”electricity refers to
additional electricity generated at existingidle orunderutilized generation facilities, upgrades to existing
generation capacity, ora new generator.”> However, BC Hydro confirmed that Guidelines as currently written
are notdirectly applicableto customers without existing self-generation, such as a new customer proposing to
construct and operate a new industrial facility.”®

Interveners did not disagree with BCHydro’s definition of incremental or new generation or make any additional
submissions. It should also be noted that the Panel’s General Issues List did not pose this question.

Commission determination

The Panel acknowledges that the definitions and explanations provided by BCHydro are now very clear. The
Panel accepts that the “incremental or new” electricity refers to additional electricity generated at existing
idle or underutilized generation facilities, upgrades to existing generation capacity or a new generator for
customers with existing self-generation. To further enhance transparency, the Panelstrongly recommends that
BC Hydro considerincluding the definitionsin the amended Guidelines.

The Panelisconcerned, however, thatthe Guidelines do notindicate with sufficient clarity thatthey only apply
to customers with existing self-generation. Accordingly, BC Hydro is directed to amend to Guidelines to clarify
in its compliance filing that the Guidelines do not apply to current customers with no existing self-generation
or new customers with self-generation. The Panel will further addressissues related to customers with new
self-generationinsection 6.5.

6.4 Customers with existing self-generation

6.4.1 BCHydro submissions

BC Hydro statesits use of Contracted GBLs in EPAs and LDAs shares the underlying principle espoused by Order
G-38-01 that there should be no arbitrage’’ (mitigate the risk to other ratepayers) between embedded cost
service and market prices.”® In section 6.2 above, the Panel already provided certain clarifications and definitions
and concluded forthe purposes of this decision that the criteriaBCHydro s, in fact, applyingisto ensure that
otherratepayers are not worse off. To put it another way, in setting GBLs forthe purpose of potential EPAsand
LDAs, BC Hydrois taking a conservative approach in aspiring to prevent harmto otherratepayers.

’* ExhibitB-6, BCUC IR 1.16.1.

> BC Hydro Final Submission, p.2 [emphasis added].

76 ExhibitB-6, BCUC IR 1.18.14.

”” The Panel notes thatithas rejected the term arbitrageinfavour of usingthe concept of “no harm to BC Hydro’s other
ratepayers.”

78 ExhibitB-1, p. 22.
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This section addresses the effectiveness of that harm prevention by asking whether the risk to otherratepayers
is effectively mitigated through use of GBLs.

BC Hydro submits the “arbitrage risk” thatit seeks to mitigate through the use of the Contracted GBLs is the risk
arisingwhenitagreesto pay a customerto produce incremental or new self-generation output pursuantto an
EPA or LDA. The riskis that BC Hydro may pay the customertoo much underthe contract if it pays for energy
that the customerwould produce regardless without the incentive funding from BCHydro. BC Hydro further
submitsthatif no Contracted GBL is setor if the GBL is settoo low, then BC Hydro would be paying the customer
for existing self-generation thatis not new or incremental. In other words, “BC Hydro would be paying the

customerfornothinginreturn.””

BC Hydro acknowledged that the Contracted GBL will not completely eliminate the risk to otherratepayers
unless it was theoretically perfect® and indicated that to the extent the Contracted GBL is set too low, the
Contracted GBL will not have fully achieved its purpose. However if the Contracted GBLis set accuratelyin
accordance with the principles and criteria of the Guidelines, this risk is effectively eliminated.®* BC Hydro
furtherstated that this wouldlikely arise from an errorin applying the Guidelines, ratherthan a failure of the
Guidelines themselves.®

BC Hydro provides numerous reasons in support of the proposed Guidelines including:

e The GBL determination process begins with the customer’s actual self-generation output during the
most recent 365 days, or otherperiod that BC Hydro and the customer agree betterrepresents current
normal operating conditions for the customer. Typically, three years of historical data are reviewed to
identify trends; and

e The Guidelines presentalist of events atthe customersite which will resultin adjustments to the
historical datato determine the Contracted GBL.

In response toaninquiry made by CEC, BC Hydro states that determining the Contracted GBLbased on any
approach otherthan what the customer self-generates under current normal operating conditions would not
serve BC Hydro’s objectives and would mean either:

e The Contracted GBL islessthan what customeris self-generating normally, and the EPA or LDA would
provide awindfall to the customerby payingthem for self-generation they would produce anyway; or

e The Contracted GBL is more than what the customeris self-generating normally and the EPA or LDA
wouldrequire the customertoincrease self-generation output without compensation up to the
Contracted GBL. It is unlikely that acustomerwould agree to such terms.

In eithercase, BCHydro statesthat it does not add cost-effective resourcestoits portfolio.83 In conclusion,
BC Hydro submits the Contracted GBL approach s the only approach which adds cost-effective resources to

" BC Hydro Final Submission, p.12; ExhibitB-6, BCUC IR1.3.1.
8 ExhibitB-6, BCUC IR 1.3.3.

8 pc Hydro Final Submission, p. 16.

8 ExhibitB-7, CEC IR 1.6.3.

# ExhibitB-7, CEC IR 1.30.1.
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BC Hydro’s resource stack while also addressing the risk to otherratepayers caused by provision of an inefficient
incentive.®

6.4.2 Intervenersubmissions

In the context of adequacy of the proposed Guidelines, BCOAPO provides the following critique:

e Thereisotherinformation, notspecifically notedinthe Guidelines, that BCHydro has acknowledged
could be usedto “augmentthe historical information available to determine normal self-generation
output undercurrent conditions”;

e The Guidelines are not specificon how many years of data will be considered and/orhow the trend
assessmentwill be done or how adjustments for major events will be made using the best available data
which may alsoinclude professional opinions;

e The Guidelinesreferto “unusual self-generation downtime events” but do not provide any guidance as
to how “unusual”isto be determined ordefined;

e The Guidelines provide foradjustments due to “non-recurring generation” which BC Hydro has
acknowledged are “potentially complex.”®’

BCOAPO concludesits critique by observing that given the flexibility and lack of precisionin the Guidelines, two
parties applying the Guidelines could well come to different conclusions regarding the appropriate valuefor the
Contracted GBL. In BCOAPQ'’sview, this suggests that from a transparency perspective the Guidelines are less
than ideal. However, BCOAPO acknowledges BC Hydro’s submissions regarding the need foraflexible, balanced
approach, and that a more transparent but inflexibleformulaicapproach would be arbitrary. In this context,
BCOAPO submits the Guidelines are appropriately transparent. *

BCOAPO submits that given the alternatives of abandoning consideration of self-generation as a potential supply
source, a Contracted GBL based on current normal operating conditionsis areasonable and practical way to
mitigate the risk to otherratepayers while recognizing that it will not fully eliminate that risk.*’

CEC agrees with many observations of BCOAPO regarding vagueness and resultant subjectivity of the proposed
Guidelines. Inaddition, CEC submits the Guidelines could be, but are not, especially useful in assessing economic
opportunity foran LDA or EPA inthat they provide fairly generalinformation as to how the baseline will be set.
CEC further submits thatinformation detailing how the various metrics will be employed would provide
prospective EPA and LDA customers with betterinsightinto how any adjustments to the self-generation output
might be resolved.®*

CEC notesthat one evaluation of the Guidelines’success in managingthe risk to otherratepayers could be
considered as theirability to prevent customers from manipulating the process such thata GBL is settoo low.
After completingits assessment, CEC submits that, overall, the Guidelines are reasonably appropriate fortheir

84 BC Hydro Final Submission, p. 16.

8 BCOAPO Final Submission, para.29-34.
# |bid., para.35-40.

87 BCOAPO Final Submission, p. 10.

8 CEC Final Submission, p.11.
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purpose in establishingthe criteriaand procedures for setting GBLs and, therefore, in mitigating the risk to other
ratepayers. *’

To a large extent, AMPCand BCSEA support the views of BC Hydro.

6.4.3 Submissions regarding enhancements to the Guidelines

CEC recommends an additional paragraph from Attachment 6 of ExhibitB-1, the June 2012 Information Report,
be added to the proposed Guidelines as it provides further details on factors being considered such as the
relationship between the customer’sindustrial production process and its self-generation as well as the type,
age and efficiency of the customer’s generator. The proposed paragraphiis as follows:

BC Hydro considers anumber of economic, technical, and operational factors in establishing the
contracted GBL. The foundational informationis the customer’s historical self-generation
output, industrial plantload and purchases from BC Hydro. The data and information typically
must be “normalized” by takinginto account the specificcircumstances of each customer
includingits operational requirements and constraints (e.g., thermal requirements), the specific
industry, economicconditions, and any abnormalities during the time period of the data that
may impact the customer’s normal conditions.”

BCOAPO alsorecommends that Attachment 3 of the Application, which provides background for BCHydro’s use
of Contracted GBLs, should also be included as an Appendix.

BC Hydro submitsit has no objectiontothe addition requested by CEC. However, BCHydro notes thatif the
Commission agrees with these CEC requests, the Guidelines need to be revised and refiled by BC Hydro. **

With regard to the BCOAPO proposal to attach the backgrounder Attachment 3 of the Applicationtothe
Guidelines, BCHydro repliesthat Attachment 3wasincluded to provide broader background and context forthe
principles reflectedinthe Guidelines. BCHydro furthersubmitsitwould not be appropriate to have the context
documentas an appendix to the Guidelines. However, BC Hydro has no objection toincluding a copy of the
Transmission Serviceand General Service Self-Generation inthe BCHydro Service Areadocument where the
Guidelines will reside.”

Commission determination

The Panel finds that in the case of customers with existing-self generation, the Guidelines do establisha
satisfactory framework to mitigate the risk to other ratepayers.

The Panelis satisfied thata Contracted GBL based on current normal operating conditionsis areasonable and
practical way to protect otherratepayers but recognizesthatit will notfully eliminate all risks. The Panel agrees
with BC Hydro that the setting of a GBL too low would likelyarise froman errorin applying the Guidelines,
rather than a failure of the Guidelines themselves. The Panel also agrees that the Guidelines require aflexible,

® Ibid., p. 15.

% ExhibitB-1, Attachment 6, June 20, 2012 Information Report, p. 16
l:'e Hydro Reply Submission, pp. 3—4.

2gc Hydro Reply Submission, p. 2.
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balanced approach, and that a more transparent butinflexible formulaicapproach would be arbitrary and may
cause undesirable results.

After considering the suggestions by CECand BCOAPO as well as BC Hydro’s reply, the Panel concludes that
certainamendments to the Guidelines are required. Therefore, to further enhance transparency BC Hydro is
directed to include:

1. An additional paragraph from the June 20, 2012 Information Report, page 16, in the Contracted GBL
Guidelines™;and

2. A copy of the Transmission Service and General Service Self-Generationin the BC Hydro Service Area
document (Exhibit B-1, Attachment 3) where the Guidelines will reside.

6.5 Customers with new self-generation

BC Hydro has confirmed that the Guidelines as proposed do not apply to customers without existing self-
generation. Inregards to how BC Hydro would determinea Contracted GBL if it was considering enteringintoan
EPA or LDA with a new customer proposing to construct and operate a new industrial facilityinthe BCHydro
service area (forexample, anew LNGfacility), BC Hydro states that this would be a challenge given that the
facility does notyet exist and there is no historical self-generation output data upon which to base a Contracted
GBL.

However, BCHydro states that the lack of historical datadoes not meanthat a Contracted GBL of zero would be
determined forthe project proponent. The same principles of the Contracted GBL Guidelines would be applied
inthat situation: if BCHydro wished to incentivize the new customerto produce more self-generation output
than it otherwise would, BCHydro and the customerwould need to first determine how much energy the
customer will self-generate under normal operating conditions. The questions would be whetherthe proponent
wouldinstall and operate self-generation in the absence of funding from BCHydro, and at what level would it
generate?

In an attempt to respond, BC Hydro states the Governments of British Columbia and/or Canada might require
the project proponenttoinclude self-generation facilities in the project design as part of an environmental
assessment certificate or other major project permit. If the proponentis underno such obligation, BC Hydro
might consider the design and operation of similarindustrial facilities built elsewhere in the world. **

BC Hydro furtherclarifies thatit does not have detailed criteria for determining a Contracted GBL conceptfor a
new plant. However, if the situation arose BCHydro would use principles similarto those it uses for new plant
design projects within Power Smart Industrial programs.”

However, inthe IR process, BC Hydro confirmed that a customerenteringinto an LDA for a new project, withno
existing self-generation, would have a Contracted GBL of zero. Specifically, in referenceto the sample LDA

3 See previous page for the paragraph suggested by CEC.

%% ExhibitB-1, pp. 39-40.

% Exhibit B-7, CEC IR 1.30.2; reference:
https://www.bchydro.com/powersmart/business/programs/projectincentives/npd.html.
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Agreement provided inthe IRresponse, BCHydro stated: “The specimen LDA does notinclude any terms related
to a Contracted GBL because in mostinstances LDAs are funding new projects with no existing self-generation.
In such situationthereisanimplied Contracted GBLof zero and there isno need for the agreementtoinclude
language related to a Contracted GBL.”*®

Panel discussion

The Panelisconcernedthata Contracted GBL for a new self-generator could be setat zero and resultinharm to
otherratepayers because the Guidelinesdo not require any evaluation as to whetherthe proponent would have
installed and operated the new self-generation in the absence of funding from BCHydro. The Panel concludes
that there isinsufficientinformation presented in the evidenceto determine how a Contracted GBL would be
setin the context of a new customer with self-generation, such as a new LNG facility. Besides, the Panelnotes
that inthe case of an existing customerwho entersan LDA, there isan implied GBL of zero, because “in most
instances LDAs are funding new projects with no existing self-generation.” Again, the Panel cannot ascertain
whetherrisk to otherratepayersis mitigated especially because the Commission will not even see the individual
LDAs. As a first step, the Panel has already directed BC Hydro to amend the proposed Guidelines to state that
they apply only to existing customers with self-generation.

The Panel acknowledges that the government may continueto exempt certain EPAs from the Commission’s
review for policy reasons. The Panelisalso pleased to note BCHydro’s commentthat the lack of historical data
does not necessarily mean that Contracted GBL of zero would be setforthe project proponent. Regardless, the
potential of zero GBLs for customers with new self-generation concerns the Panel.

Therefore, as a second step, the Panel recommends that BC Hydro address and consider alternative
Contracted GBL approaches whenit files with the Commission any future EPAs for customers with new self-
generation. The Panel would like BCHydro to considerthe optimal approach takinginto consideration the
interests of the utility, the self-generators and the otherratepayers overthe long-term. Suggested alternative
approachesto considerinclude:

()  Each self-generator mustself-supply apercentage of its load. The remaining balance of energy
which would representthe incremental or new generation would then be the amount of energy to
be considered foran EPA and LDA; and

(ii)  Considerthe amountof generation obtainable from free feedstock which is available as a by-
product of the industrial processes, such as black liquoror hogfuel, to determine the amount of
load the customer must self-supply. The remaining balance of energy which would represent the
incremental or new generation would then be the amount of energy to be considered for an EPA
and LDA.

The Panel also recommends that future EPAs with a Contracted GBL of zero are to include a comprehensive
explanation of BC Hydro’s approach to the issue.

% ExhibitB-6, BCUC IR 1.3.2.
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7.0 PURPOSE OF THE GUIDELINES

BC Hydro states that the purpose of the GBL Guidelinesis to outline the criteriaand procedures that BCHydro
usesinsettinga Contracted GBL for customers with new orincremental self-generation facilities and are
considering enteringinto a prospective EPA or LDA.?” BC Hydro lists the following uses for the Guidelines:

()  Canbeapplied whendeterminingaContracted GBL fora prospective EPA or LDAwith a self-
generating customer;

(ii)  Canassista customerwhen consideringthe prospect of an EPA or LDA with BC Hydroand in
negotiatingthe EPA or LDA; and

(iii)  May assistthe Commissioninthe review of an EPA filed undersection 71 of the UCA oran LDA in
the context of a DSM expenditure schedulefiled under section 44.2 of the UCA.®

BCOAPO agrees with BCHydro that the purpose of the Guidelinesisto outline the criteriaand procedures (i.e.
the framework) BCHydro usesin setting contracted GBLs for a customer with new or incremental self -
generation facilities thatis considering entering an EPA or LDA.”’

CEC concludesthat a substantial purpose of the Guidelines themselvesis to provide acommon understanding
for the Commission, the customers and BC Hydro of the mannerin which the GBL will be set. CECgenerally
agrees with BC Hydro’s listhowever, it recommends that the Guidelines include an appropriate reference to
ratepayerinterests.'® CECfurther submits that the Guidelines do have importance to ratepayers because they
establish the fundamentals as to how the baselines are set between the customerand BCHydro. To the extent
that the Guidelines adequately orinadequately describea methodology for setting the GBL, they can influence
the GBL and therefore itsimpact on rates. The Commission may eitheracceptor rejectan EPA filed under
section 71 of the UCA, but not set or amenditsterms and conditions. Asthe Commissionislimitedintheir
approach to approving ordenyingthe Application, the methodologyestablished inthe Guidelines has a direct
impact on the degree to which an LDA or EPA provides benefits to BC Hydro ratepayers. '

BC Hydro submitsits reply thatit has no objection tothe additions requested by CEC; however, notes thatif the
Commission agrees with these CEC requests, the Guidelines need to be revised and refiled by BC Hydro. '%?

Celgar submits that historically BC Hydro has made incentive payments to self-generation customers on a case-
by-case basis without reference to aclear methodology, orto transparentand consistent standards. Moreover,
Celgarsubmits that BC Hydro has selectively determined varyingincentive levels and thereby created an uneven
and unfairplayingfield not only amongst competitors within the BCHydro service area, but also amongstall BC
competitors. Accordingly, Celgar submits another substantial purpose of the Guidelines should be to preserve a
level playing field forall self-generation customers across and within industry sectors in British Columbia. '

°7 ExhibitB-7, BCOAPO IR 1.1.3.

%8 ExhibitB-1, pp. 29-30.

%9 BCOAPO Final Submission, p. 4.

1% CEC Final Submission, pp.9, 22.

8 bid., pp. 4-6.

192 ¢ Hydro Reply Submission, pp. 3—4.
103 Celgar Final Submission, p.9.
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In regards to a dispute resolution mechanism, BC Hydro stated that the Guidelines should notincludedispute
resolution provisions. The Guidelines are not a contract, and itwould not be appropriate toincorporate dispute
resolution provisions into them.® BC Hydro further clarifies thatif the parties are unable to agree on a
Contracted GBL the parties simply do not form a contract. ** If BC Hydro rejects a proponents proposal, for
example becausethe proposal did not use the Contracted GBL determined by BC Hydro at the outset of the
process, thisis not a dispute and the proponentwill have norightto a dispute resolution process. The
proponentcanrequestaninformation meetingto discuss the reasons forthe rejection of their offerto

supply.'®®

BC Hydro’s position is that the fairness of BC Hydro’s procurement processes generally, or of any particular
process, is not within the scope of this proceeding. If aproponent had an issue with the fairness of a BC Hydro
procurement process, the proponent could elect not to participate inthe process or take a complaintto the
Courts but not to the Commission. Such acomplaint would not fall underthe UCA and the Commission would
not have jurisdiction.'®” BC Hydro stated it conducts fair processes for the procurement of incremental
generation resources by applying consistent rules and standards to proponents that choose to participate inthe
procurement offer or process. '

BC Hydro furtherclarifies thatif adispute arises after a contract has been signed, the dispute resolution
mechanisminthe contract will govern the dispute. Thisis no differentthan how BCHydro resolves disputes
related to procurement from independent power producers. **°

Commission determination

The Panel agrees with BCHydro in regards to the three purposes put forward but has concerns with BC Hydro’s
positioninregardsto dispute resolutions.

In orderfor a self-generatorto make a rational economicdecision about whethertoinvestin new generation or
to restartidle self-generation it needs to understand the cost, risk and financial benefit associated with such
decisions. The Guidelines should provide guidance in the determination of a Contracted GBL prior to BC Hydro
commencing negotiations with aself-generating customer and should inform self-generators in ascertaining
theireconomicopportunity and providing a basis for negotiations. Howeverthe Panelis concerned that while
the customeris negotiating with BC Hydro (priorto enteringinto the contract) that no dispute resolution
mechanismis availableto the customerand, as stated by BC Hydro, the parties simply do notforma contract.

Order G-38-01, Directive 4, states that “In an effortto assist both the self-generatorsellersand BC
Hydro/Powerex, the Commission directs that either party may request the views of the Commission staff onany
unresolved issues before negotiations are terminated.”

194 ExhibitB-6, BCUC IR 1.25.1.
195 ExhibitB-1, p. 30.

1% EyhibitB-6, BCUC IR 1.25.1.
197 Exhibit B-6, BCUC IR 1.4.7.
198 ExhibitB-6, BCUC IR 1.4.7.
199 ExhibitB-1, p. 30.



33

The Panel believes that the Guidelines must be applied consistently to all customers. Consistent with Order
G-38-01, the Panel alsofinds that before acontract has been signed, the self-generator customer negotiatingan
EPA or LDA under BC Hydro’s customer DSM program should have the ability to come forward to the
Commission and raise theirconcerns regarding the properapplication of the Guidelinesin those situations.

For thisreason, the Panel finds that another purpose of the Guidelinesis for the customerto have a basisto
come forward to the Commission to raise any concerns that arose during the negotiating process. Howeverthe
Panel notesthat once the customer entersinto the contract, BC Hydro is correct in that the dispute resolution
mechanisminthe contract will governthe dispute.

In regards to CEC’s position that an additional purpose of the Guidelines should be to inform BC Hydro
ratepayers as well, the Panel agrees and notes that BC Hydro has not taken exception.

In response to Celgar’s position that the Guidelines should be designed to preserve alevelplayingfield forall
self-generation customers across and within industry sectors in British Columbia, the Panel reminds Celgar of the
Commission position put forward inthe decision on Tariff Supplement 74 where the Panel found that “it does
not considerthis Proceeding as appropriate to examine broaderissues concerning the provision of utility service
by different utilities to self-generating customers on a province wide basis.”**° Consistent with this principle, the
Panel finds thatthe BC Hydro Guidelines are not meantto preserve alevel playingfield forall self-generating

customersin BC as they currently only apply to BC Hydro customers.

In regard to Celgar’s position that BCHydro has selectively determined varyingincentive levels and thereby
created an uneven and unfair playing field amongst competitors within the BCHydro service area, the
Commission notes that no BCHydro customerhas come forward with a complaint to the Commission claiming
an unevenor unfairplayingfield. Celgaris a customer of FortisBC who operates under a net-of-load concept
rather than a GBL concept.

In conclusion, the Panel determines the purpose of the Guidelines can be better summarized as follows:

1) Provide BC Hydro with a consistentand transparent framework that can be applied when determining
a Contracted GBL for a prospective EPA or LDA with a self-generating customer.

2) Assistthe Commissionin exercisingits authority inrespect to an EPA filed undersection 71 of the
UCA.

3) Assistthe Commissionin exercisingits authority inrespect to an LDA filed undersection 44.2 of the
UCA.

4) Provide the self-generating customers with a consistent and transparent framework for their
negotiations of a prospective EPA and to provide a basis to come forward to the Commission to raise
any concerns during the negotiating process regarding the consistent application of the Guidelines.

5) Be informative to BC Hydro ratepayers.

110 Tariff Supplement No. 74, Decision dated February 17, 2014, p. 25.
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8.0  ASSESSMENT OF THE GUIDELINES

In this section, the Panel will assess the adequacy of the Guidelines to meet each of the following purposes:
assistthe Commissionin exercisingitauthority in respectto an EPA or LDA; provide the self-generating
customers with a basis to come forward to the Commission to raise any concerns during the negotiating process;
and ratepayer considerations. The Panel notes that the Applicationis not clearregarding the level of
Commission approval expected. Inthe coverletterand the Phase 2 Reconsideration, BCHydro’s focusison the
approval of the Guidelines. Yet, elsewhere, BCHydro indicates thata formal approval is not necessary. This
section outlines the reasons foraformal approval.

8.1 Assistthe Commissionin exercisingits authority inrespect to an EPA or LDA

The Panel has previously found that the Contracted GBL Guidelines should be of assistance tothe Commission
when exercisingits authorityinrespectto an EPA filed under section 71 of the UCA and an LDA filed under
section 44.2 of the UCA. The use of the Guidelinesinthis manneralignstothe use originally contemplated by
the Commissioninits letter L-106-09. To assess adequacy of the Guidelinesin this context, the Panel will first
addressthe EPAreview process, then the confidentiality of the Contracted GBLrelated information, followed by
the LDA review process. Afterthis, the overall assessmentis provided.

8.1.1 Electricity Purchase Agreements

Section 71 of the UCA sets out the Commission’s legislative authority regarding the acceptance of EPAs which
are referredto as energy supply contractsin the UCA as previously discussed in section 2.5. Undersection 71(1)
of the UCA, all EPAs must be filed with the Commission for acceptance as beinginthe publicinterest, unless
otherwise exempted by the Government of British Columbia.

The Commission can acceptan EPA with BC Hydro as beinginthe publicinterestbased onthe informationfiled,
in consideration of the criteria listed in section 71(2.21), without proceeding to a hearing. The Commission can
determine thatthe EPAis not inthe publicinterest and declare the EPA unenforceable, either whollyorin part,
but only aftera hearing.'** As confirmed by BC Hydro, the Commission may choose to provide interested parties
the opportunity to comment on the need fora hearing.'"

Once an EPA isexecuted and accepted by the Commissionto be inthe publicinterest, itis a bindingand fixed

contractual obligation forthe term of the EPA.'"

BC Hydro submits thatif the EPA incorporates a Contracted GBL that is too low, and BC Hydro is therefore
payingthe self-generator to produce electricity thatit would normally generatein the absence of the EPA, the

"\ h order for the Commission to find that the energy supply contractis notinthe publicinterest,the Commissionis
required to conduct a hearingafter which the Commission may:
(a) by order, declarethe contractunenforceable, either wholly or to the extent the commission considers proper,
andthe contractis then unenforceable to the extent specified, or
(b) make anyother order it considers advisablein the circumstances.
"2 ExhibitB-9, BCUC IR 2.5.3.
3 |bid., BCUC IR 2.14.2.3 [emphasis added].
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Commission could find, after considering all otherfactors, thatthe contract is notin the publicinterestand
declare itunenforceable undersection 71(3).***

BC Hydro also observes thatthe Commission’s powers in respect of a utility’s EPAs are notthe same as its
powersinrespect of a utility’s rates. Undersection 71, the Commission may, afterahearing, determine thatan
EPA isnotinthe publicinterestand declare it unenforceable in wholeorin part. BC Hydro submits that thisisa
very strong power but itis quite differentthanthe powers that form the Commission’s rate-setting jurisdiction.
The Commission cannotrequire the parties to change aterm of the contract or impose differentterms on the
parties to the EPA. The Commission has no ongoing oversight over energy supply contracts.'™

Overall, the entire EPA review process entails weighing of all section 71 criteriato be considered. The question
of whethertoacceptthe EPA or declare the contract unenforceable will be the outcome of consideration of all
the information provided. Therefore, the acceptance orrejection would not be based solely on one factorsuch
as a GBL.

ESC Rules

To facilitate the review of an EPA under section 71, the Commission, by Order G-61-12 (Appendix A, dated May
17, 2012), established Rules for Energy Supply Contracts for Electricity**® which detail the information that must
be filed and considerations leading to the information filing, notices to be provided, issues related to
confidentiality of information, and matters of publicinterest. The complete set of ESCRulesis providedin

Appendix C.

Evidence and argumentin this proceeding brought forth the ideathatthe Commission amend its ESCRules.
While suchamendments are not within the scope of thisreview, the Panel will briefly address the matterin this
decisioninsofarasit leads toa Panel recommendation.

BC Hydro stated the Commission could amend its ESCRules to add a rule “that where a public utility submits an
energy supply contract that uses a Contracted GBL, the filing should include an explanation of the basis forthe
Contracted GBL and a copy of any guidelines the publicutilityused to determine the Contracted GBL.”*"’

BC Hydro also noted that if the Commission decided to make suchanamendmentitcould add a new rule as

follows:

1.6.1 An ESC forincremental or new electricity produced at a public utility customer's site with
existing generation facilities should be submitted with appropriate evidence of the basis
for the generation baseline between existing and incremental or new electricity, and with
a copy of any guidelines that were used to determine the generation baseline.**®

14 g Hydro Final Submission, p. 19.

5 ExhibitB-1, pp. 27-28.

' The Commission Rules for Energy Supply Contracts for Electricity (Rules) are made pursuantto section 2(4) of the UCA
andsection 11 of the Administrative Tribunals Act.

"7 ExhibitB-7, CEC IR 1.22.7.

1% ExhibitB-9, BCUC IR 2.4.1.
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BC Hydro furthernoted that it would not be concerned if the Panel forthis proceeding ordered anamendment
to the current ESC Rules alongthe lines suggestedin the response to BCUCIR 2.4.1. However, BC Hydro pointed
out that ordering the ESC Rule amendment as part of this proceeding might not be consistent with past
Commission practice. The Commission’s practice has beento circulate draftrules forenergy supply contracts for
comment by stakeholders before establishingoramending the rules by Commission order. The existing ESC

Rules were approved by Commission Order G-61-12."*°

BCOAPO submitsthat EPAs are considered on anindividual basis and therefore the current approval
requirements and process allow for such a consideration. In ordertofacilitate specific consideration of the
Contract GBL (as usedin the proposed EPA) the Commission should adopt BC Hydro’s suggestion that the ESC
Rules be amendedto adda rule that “where a publicutility submits an energy supply contract that usesa
Contracted GBL, the filing should include an explanation of the basis forthe Contracted GBL and a copy of any

guidelines the public utility used to determine the Contracted GBL.”**°

CEC notes BC Hydro’s suggested amendment to the ESC Rules and submits “an amendmentto the ESC [Rules]
would be appropriate inimproving the transparency for the Commission” but notes that BC Hydro hasindicated

it may be inconsistent with past Commission practice."*!

Commission determination

The Panel acknowledges BC Hydro’s suggested additional wording for the Commission’s Rules for Energy Supply
Contracts for Electricity and believes the wording to be appropriate in the context of this proceeding. However,
the Panel furthernotes the ESCRules are attached as AppendixAto Commission Order G-61-12 dated

May 17, 2012 and were developed as part of a public process to update the previous version of the ESCRules
dated July 20, 1993. The decisiontoreview the ESCRules arose from changestothe UCA in 2008 and from the
introduction of the CEA in 2010."*

The Panel recommends that the Commission consider modifying the Rules for Energy Supply Contracts for
Electricity next time the ESC Rules are reviewed to include a new Rule 1.6.1. Such a new rule might read as
follows:

An ESC for incremental or new electricity produced at a public utility customer’s site with
existing generation facilities should be submitted with appropriate evidence of the basis for
the generation baseline between existing and incremental or new electricity, and with a copy
of any guidelines that were used to determine the generation baseline.

8.1.2 Confidentiality of Contracted GBLrelated information inan EPA

Section 71(5) of the UCA provides thatan EPA and information filed with the Commission under section 71 must
be made publicunless the Commission considers that disclosure is not inthe publicinterest. Rule 1.10 of the ESC

119 1hid., BCUC IR 2.4.3.

120 BCOAPO Final Submission, p. 9.
121 CEC Final Submission, p.12.
122 commission Order G-61-12 dated May 17,2012, Recital B.
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Rules sets out the process by which the Commission could make a determination thatdisclosureisnotinthe
publicinterest.

With regard to whetherthe Contracted GBLand related information including criteria upon whichitwas set
should be fully transparent and available for Commission review in assessing EPAs and LDAs in the public
interest, BCHydro stated: “BC Hydro does not agree that a Contracted GBLin a EPA or LDA between BCHydro
and its customerand the related information including criteria upon which it was set should be fully transparent
to the public. The Contracted GBL and the related information upon which it was determined is customer
confidential data.”**

AMPC submits that the Guidelines reflect both business practices developed with AMPC members overtime and
refinements that were the subject of extensive consultation with AMPC.*** On the subject of disclosure of
confidentialinformation, inresponseto Celgar’s letter of May 19, 2015 requesting access to certain confidential
data, AMPC submits:

Confidentiality has allowed customers to feel comfortable disclosing information and
negotiating with BCHydro, and has resulted in BCHydro and its customers reaching deals that
were mutually beneficialforeach, and for the otherratepayers, where agreements might not
otherwise have happened. Breaching that existing trust, and making commercially sensitive
customerinformation publicwill have a serious detrimentalimpact on future programs.**>

CEC submitsthatthe Commission’s confidentiality processes are well understood and effectivein ensuring that
ratepayers can have adequate representative transparency. CEC accepts that given the confidentiality of certain
information ratepayers may have limited inputinto whether ornot a GBL is precisely setin any given application
but submitsthatratepayers do have an interestin, and can have visibility of the facts, in ensuring that the GBL is
appropriately established."*®

BCOAPO submits the Commission should ensure that considerationis given to the appropriateness of the
proposed Contracted GBL as it relates to the interests of ratepayers and that participationin the review by
parties representing ratepayers’ interests is accommodated."”” BCOAPO further submits that the Commission
should note thatit is duringthe review of a filing of an EPA between BCHydro and a self-generating customer
that other parties potentially impacted by the EPA filing should be also afforded the opportunity to assess
whetherthe EPAisinthe publicinterest.'*®

BC Hydro stated that whenitfiles EPAs between itself and aself-generating customer, BCHydrointends to
provide acopy of the Contracted GBL Guidelines and a description of how the Contracted GBL was determined
but will not publically disclose acustomer’s specificself-generation data and any associated adjustments as such

'2% Exhibit B-9, BCUC IR 2.17.1.

124 AMPC Final Submission, p. 1.

125 ExhibitC6-4, AMPC Response to Celgar Requests, p. 4.
126 CEC Final Submission, p.12.

127 BCOAPO Final Submission, p. 9.

28 1bid., p. 16.
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informationis provided by a customeron a confidential basis. BCHydro recognizes that the customer-specific
data would be necessary to the Commission’s review.'*’

In reply to BCOAPQO’s request that the Commission note that other parties potentially impacted by the EPA filing
should be also afforded the opportunity to assess whetherthe EPAisin the publicinterest BCHydro submits
that thisis already addressedin Rule 1.1.2 of the ESC Rules and inthe Commission’s existing practices for
grantingintervener status and dealing with confidential filings."*°

Commission determination

The Panel acknowledges the disclosure requirement of section 71(5) of the UCA. The Panel also notes the ESC
Rule 1.10 provides furtherclarity regarding confidentiality stating that parties to the EPA must file with the
Commission written submissions supporting any request that the ESC, any terms and conditions thereof, or the
information filed be kept confidential, and includein the filingaredacted version of the ESCand other
information. The Commission will consider the justification provided and determine the issue of confidentiality.
Where the Commission determines that disclosure of the ESCis not inthe publicinterest, it will requirea
redacted version of the ESCto be made available tothe public.

The Panel also acknowledges the filing and notice re quirements identified in Rule 1.2.2 of the ESC Rules.
Accordingly, the Panel accepts BC Hydro’s positionthat BCOAPO’s concerns can be addressed within the
current legislative and regulatory framework.

8.1.3 Load Displacement Agreements

The Commission’s jurisdiction concerning a utility’s demand-side measures (DSM) flows from the UCA under
section44.1 inrespectto long-term resource and conservation planningandinsection44.2 inrespectto DSM

expenditure schedules.”**

The LDAs have already been addressed to some extent earlierin this decision. Forinstance, section 4.1.3 lists
the existing LDA contracts and describes the nature of LDAs. In section 6.5, the discussion relating to customers
with new self-generation highlights the Commission’s predicament related to the LDAs. First, the Panel finds
that the proposed Guidelines are not readily applicable to LDAs as in mostinstances, LDAs are funding new
projects with no existing self-generation.”*” Second, the Commission does not review individual LDAs as they are
part of a broader DSM program. Regardless, a brief assessmentis provided below.

The primary financial benefit of DSM programs to ratepayers is the avoidance of acquiring more expensive
supply-side resources.”** Foran LDA, the economicincentive is provided by capital incentive from BC Hydro.™**
The Contracted GBL, in most cases, is not explicitlyincorporated into the LDA;itis an implied term of the LDA. A
Contracted GBL will be determined and used in connection with calculating the amount of the incentive BC

29 ExhibitB-9, BCUC IR 2.4.4.

130 8¢ Hydro Reply Submission, p. 3.
31 ExhibitB-1, p. 28.

32 Exhibit B-6, BCUC IR 1.3.2.

33 |bid., BCUC IR 1.6.1.

3% ExhibitB-7, CEC IR 1.29.2.
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Hydro will provide underthe LDA towards the customer’s se [f-generation capital project.”** In regards to LDAs,
thereisno offsetforincreased purchases (asisthe case for EPAs) at the regulated rates because all self -
generated energy is used to reduce purchases and none is deemed to be delivered to BC Hydro. **°

When considering a DSM expenditure schedulefiled by BCHydro undersection 44.2 of the UCA, the
Commission may consider whether expenditures on LDAs included inthat schedule are in the publicinterestand
eitheraccept the expenditure scheduleas beinginthe publicinterest or reject the schedule.”’ In makingits
publicinterest determination, the Commission will consider fundamentally whetherthe expenditures are cost-
effectivewith regard to BC’'s energy objectives and the interests of persons who receive or may receive service
fromthe utility (these are essentially the same considerations as are applied to the review of EPAs).

As noted by BC Hydro, the UCA provides the Commission with different powersinrelation to EPAs versus LDAs.
BC Hydro submits that “In the case of a LDA, thereisno requirementto file a copy of the contract with the
Commission, and the Commission has not been empowered to declare such contracts unenforceable.” 8 nthe
Application, BCHydro describes the Commission’s recourse:

To the extentthatthe Commission has concerns about Contracted GBLs used in LDAs, its
recourse would be to reject the DSM expenditure schedule filed by the utility and/or deny
recovery of costs. But the Commission cannot declare aDSMincentive contract unenforceable,
nor can it require the parties to change a term of the contract.**

The Commission can eitheraccept or reject such expenditure schedules.™*°

However, BCHydro confirms that it would be required to file with any such schedules thatinclude expenditure s
on LDAs the Guidelines that were used to determine the Contracted GBLs in conjunction of such LDAs.***

BC Hydro submits the risk of setting a GBL too low does not materialize in the same way for LDAs as for EPAs and
the only gaming which could potentially occurisif the Contracted GBL isincorrectly settoo | ow and the
customerreceives an incentive for thatamount of generation it would normallygenerate for self-supply.**
However, BCHydro has a practice of determining the incentive amount forthe LDA using the lesser of two
calculations to determinethe LDA incentive. Typically, BCHydro stated the incentive willbe based on 75 percent
of the project cost and not the amount of incremental energy (in which case there is no GBL)."**

In BC Hydro’s view, the Guidelines may be of assistance to the Commissionin assessing BCHydro’s approach to
determining LDA incentives and whether BCHydrois getting good value pursuanttothe expenditures on LDAs.

35 ExhibitB-6, BCUC IR 1.29.1.

136 g Hydro Final Submission, p.13.
137 UCA, section 44.2(3).

138 ¢ Hydro Reply Submission, p. 2.
139 ExhibitB-1, pp. 28-29.

%0 ExhibitB-7, CEC IR 1.26.2.

1 Exhibit B-10, BCOAPO IR2.18.2.
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8.1.4 Overall assessment of the Guidelines in assistingthe Commission

In regards to the Guidelines being satisfactory forinforming the Commissioninits assessment of an EPA or LDA
inrespectto setting the Contracted GBL, CEC acceptsthe criteriathat must be consideredin assessing the public
interestassetoutinsections 71(2.21) and 44.2(5.1) of the UCA. However, CEC submits that the part of those
sectionsthatrelate to the “interests of persons who receive or may receive service fromthe authority” is of
considerable importance and should be weighed heavily in the Commission's determinations. *** CEC notes that
although the Guidelines are reasonably appropriatefortheir purpose in mitigating the risk to other ratepayers,
the Guidelines may be of less use forthe Commissionin exercisingits authority underthe UCAinrespecttoan
EPA or an LDA due to theirsubjectivity. However, CEC later submits that the Commission will have the access to
confidentialinformation and the particulars of the GBL determinationinits review of an EPA or LDA and will be
able to satisfy itselfwith respect to the appropriateness of the review. The Commission can weigh the evidence
with respect to any unnecessary costs that may arise from the setting of the GBL baseline inits determination of
the publicinterest of an EPA.*** In conclusion, CEC finds the Guidelines to be satisfactory forinforming the

Commissioninitsassessment of an EPA or LDA in respect to the setting of the Contracted GBL."*®

AMPC and BCSEA also are of the view that the Guidelines provide an appropriate framework within which the
Commission will be able to assess whether future EPAs and LDAs between BCHydro andiits self-generating
customersare in the publicinterest."*’**®

Celgar'sresponse tothe question of whetherthe Contracted GBLGuidelines provide the appropriateframework
for assessingwhetheraparticular LDA or EPA isin the publicinterest was no as a consequence of their position
on the scope of the proceeding.**

BCOAPO notesthereisa problem with the review of GBLs in the context of LDAs, since LDAs are not reviewed by
the Commission on anindividual basis. Without some authority, the Commission can only considerthe general
effectiveness of the Guidelines in permitting BC Hydro to identify new/incremental generation when reviewing
the expenditure schedules.™®

In response to BCOAPO, BCHydro submitsthat inthe case of an LDA, thereis no requirementinthe UCAfor a
party to file a copy of the contract with the Commission. Further, the Commission has not been empowered to
declare such contracts unenforceable. The Commission’s powersin relation to a utility’s expenditures on DSM,
including expenditures on LDAs, are set out insections 44.1 and 44.2 of the UCA. BC Hydro submitsits approach
isto alignitsfilings of EPAs and DSM expenditures to the applicable requirements of the UCA. ***

144 CEC Final Submission, p. 24.
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Panel discussion

Althoughitis expectedthatthe Contracted GBL and any related information including criteriaupon which it was
setwill likely be held confidential and only available to the Commission, the views of BCHydro and interveners,
with the exception of Celgar, is that the Guidelines with respect to EPAs provide the appropriate framework for
the Commissionto assess whetherthe GBL component of a particular EPAisin the publicinterestatthe time
the EPA is filed with the Commission for acceptance undersection 71.

Earlier, the Panel determined that the Contracted GBL Guidelines did notapply to Celgaras Celgarisa customer
of FortisBC. Forthat reason, the Panel placeslittleemphasis on the Celgar submission in reachingits
determination concerningthe adequacy of the Guidelines with regard to EPAs.

In the Panel’s view, the Guidelines provide the appropriate framework to assist the Commission in exercisingits
authorityinrespecttoan EPA filed undersection 71 of the UCA, especially regardingthe GBLcomponent, as
section 71 provides forthe Commission to request BCHydro to file any information the Commission considers
necessary to determine whetherornot the EPAis inthe publicinterest. However, the Panelnotes thatunder
BC Hydro’s proposal, the Commission does not approve the Guidelines in this review. Each future panel
reviewingan EPA will need to consider not only the ensuing Contracted GBLbut the Guidelines themselves.**?
The Panelisconcernedthatthis will lead to regulatory inefficiency and potentially inconsistent outcomes.

In regard to LDAs, as noted by BCOAPO, they are not reviewed by the Commission on anindividual basis and the
Commission has limited oversightin assessing DSM programs under section 44.2 of the UCA. Further, BCHydro
is not seeking Commission approval for the Guidelines or Commission’s direction to use the Guidelines. Rather,
BC Hydro believesthat future panels can and should consider the Contracted GBL Guidelines when considering
whetherexpenditures on LDAs included in a DSM expenditure schedule filed undersection 44.2 of the UCA are
inthe publicinterest.

Because the Contracted GBL and any related information will not be availableto the Commission when assessing
if the DSM expenditure scheduleis inthe publicinterest, the Panelis concerned thatif the Guidelines are not
approved inthis proceeding they may not be of assistance to the Commissionin exercisingitauthorityinrespect
to LDAs. Howeverthis concernis somewhat mitigated by the fact that typically an LDA incentive with aself -
generating customerwillbe based on 75 percent of the project costand not the amount of incre mental energy
and accordingly there isno need fora Contracted GBL. Furthermore, often LDAs are established for customers
without any existing self-generation, for which the Guidelines do not apply.

Nevertheless, the Commission’s concerns would be further alleviated if the Guidelines wereapproved in this
proceeding, thus providing certainty the Guidelines will always be applied in a consistent manner.

8.2 Provide self-generating customers abasis for recourse to the Commission

BC Hydro stated that its description of the process thatapplies tothe review of EPAs also applies to the review
of LDAs pursuant to section 44.2(5.1) of the UCA. Specifically, the Commission’s review is focused on the
interests of cost-effectiveness and the interests of personsin British Columbia who receive or may receive

12 gc Hydro Final Submission, pp.4-5.
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service from BCHydro rather than the interests of the parties enteringinto an LDA fromthe perspective of
whetherthe LDA is fair. BC Hydro maintains it conducts fair processes by applying consistent rules and standards

to proponents that choose to participate. ™’

BC Hydro elaborated that when the Commission considers whetheran EPA filed undersection 71 of the UCA is
inthe publicinterest, the focus will not be on the fairness of outcomes for proponents that choose to participate
inthe procurement process. BCHydro pointed out that the list of factors that the Commission must consider
doesnotinclude the interests of the supplier underan energy supply contract with a publicutility. BCHydro
stated that the Commission has no mandate to protect the interests of non-utility electricity generators that
produce electricity underan electricity supply contract with a utility. BCHydro further clarified thatitis the
ratepayer’sinterestthatisat the core of the Commission’s review of EPAsundersection 71, and not the
interests of either the specific party supplying the energy or the interests of the party’s competitors.**

CEC agrees with BC Hydro with respectto the primary focus of the publicinteresttest beingin the interests of
those that receive or may receive service, but disagrees as to the exclusion of the interests of the supplierunder
an energy supply agreement. However, CEC submits that “inthe case of an EPA or LDA, the supplierisalsoa
customer of BC Hydro’s and is therefore appropriately considered in the publicinterest test...CEC agrees that
cost-effectiveness of the EPA and LDA is a key criterion of the publicinterest test, but submits thatitis not the
only criterion for consideration.”*>®

CEC furthersubmitsthat there is limited information on the evidentiary record with respect to whetherornot
thereisadequate information for BC Hydro customers who negotiate EPAs and LDAs. CEC submitsthatthe
Guidelines are not especially useful in assessing economicopportunity foran LDA or EPA from a customer’s
viewpointin thatthey provide fairly general information as to how a baseline will be set. However, since the
baseline isto be negotiated and the incentives are defined outside of the Guidelines, CEC submits thatthe
Guidelines are adequate from this perspective."*®

Panel discussion

The Panel found previously that one of the purposes forthe Guidelines was to provide the self-generating
customers with a consistent and transparent framework for their negotiations of a prospective EPA and to
provide abasisto come forward to the Commission to raise any concerns during the negotiating process. No
interveners otherthan CECspecifically addressed the use of the Guidelines to provide the self-generating
customers with a consistent and transparent framework for their negotiations of a prospective EPA. The Panel
agrees with CEC that since the baselineisto be negotiated and the incentives are defined outside of the
Guidelines, the Guidelines are adequate from this perspective.

The Panel also agrees with BC Hydro that once a contract has been entered into, neithersection 71 nor 44.2 of
the UCA takesinto considerationthe interest of the supplier. However, as pointed out by CEC, because the
customerisalsothe supplier, broadly speaking, itsinterest should be taken into consideration as part of the

133 ExhibitB-6, BCUC IR 1.4.7.
4 1bid.

135 CEC Final Submission, p. 25.
% bid., p. 27.
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Commission’s consideration of interests of personsin British Columbiareceiving service from BC Hydro. Yet,
given the nature of the section 71 and section 44.2 review, this protection would be minimal at best.

Therefore, the Panel has doubts inregards to the usefulness of the Guidelines in providing a basis for a self-
generatorto approach the Commission with acomplaint regarding concerns related to inconsistent application
of the Guidelines thatarose during the negotiating process. To remedy this concern, the Panelis of the view that
with the appropriate Commission approvals this recourse objective may be achieved. In other words, the
approved Guidelines would provide the self-generators with recourse tothe Commission.

Under BC Hydro’s proposal where the Guidelines are not approved by the Commission, the self-generator’s
recourse to the Commission would be limited. BCHydro has proposed that the Commission confines its
determination to an opinion as to whetherthe Guidelines provide an adequate and transparent framework. This
limits the self-generator recourse to the Commission since the rules (or basis of negotiation) are not firmly
established priorto the commencement of negotiations. A self-generator customerwhoiis dissatisfied with the
results of the negotiations has limited ability to argue that the Guidelines have not been followed if these
Guidelinesare opentorevision by either party and BC Hydro has notbeen directed toapply them.

Ifthe Guidelines wereapproved by the Commission and BC Hydro was directed to apply them, the self-
generator customer’s recourse would be to file acomplaint with the Commission that the Guidelines were not
correctlyapplied. Asaresult, the Commission’s ability to efficiently evaluate the complaintisimprovedif the
Guidelines are firm and any deviation from the Guidelines can be identified.

8.3 Ratepayer considerations

BC Hydro stated that “the ratepayers’ interesttest would be aseparate test fora separate issue (thatis, a
separate issue not within the scope of this Application). The consideration of the ratepayers’ interest would be
inthe future whenthe Commission considers an actual EPA or an actual DSM expenditureschedule filed under
section 71 or 44.2 of the UCA, respectively.”*’

Panel discussion

In the review of an EPA, the Commission, in makingits publicinterest determination under section 71 of the
UCA, must considerthe interests of personsin British Columbia who receive or may receive service from
BC Hydro. This definitionincludes ratepayers.

Under BC Hydro’s proposal, where the Commission is not approving the Guidelines, future panelswould have
an opportunity during the section 71 review to make a determination on whetheror not the Guidelines were
adequate in mitigating the risk to other ratepayers and whetherornot the negotiated GBLwas setin
accordance with those Guidelines. Therefore, inregardsto an EPAfiled undersection 71 of the UCA the
ratepayers’ interest would be protected by future panels.

7 Exhibit B-10, BCOAPO IR 1.18.1.
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In regards to LDAs, the Commissionis also required to considerthe interests of persons in British Columbiawho
receive ormay receive service from BCHydroin a section 44.2 review of LDAs includedina DSM expenditure
filing. As noted by BCOAPO, the Contracted GBLand any related information will not be filed with the
Commissioninrespecttoan LDA filed undersection 44.2 of the UCA. If the Commissionis notapprovingthe
Guidelines and directing BC Hydro to apply them, the Panel suggests it may be difficult to ensure that the
ratepayerinterest has been protected duringthe review of an LDA. However, Commission concerns would be
alleviatedif the Guidelines wereapproved in this proceeding as there would be certainty that they would be
applied as approved by the Commission.

8.4 Commission determination

The Panel determines that after the specified amendments directed in this decision, the Contracted GBL
Guidelines will be sufficiently transparent and effective to fulfil theirintended purposes. Accordingly, the
Guidelines, updated as of July 23, 2015 and attached to BC Hydro’s final submission, will be approved by
further order, after BC Hydro files the updated Guidelines, with the amendments directed in the decision.
BC Hydro is directed to file with the Commission within 30 days of the date of this decision the updated
Guidelines.

Afterreceipt of BC Hydro’s updated Guidelines, the Commission will issue afinal orderand attach the
Guidelines, including Attachment 3 of Exhibit B-1, to that order. BC Hydro will also be directed toinclude
Attachment3inall locations where the Guidelines will reside as directed in section9.2.3.

The amendmentsrequired tothe Guidelines, as directed in the decision, are as follows:

Guidelines Section 1

e Changethe wordingtoremove reference to “mitigate the risk of arbitrage” and replace it with “mitigate
therisk to other ratepayers” (section 6.2);

e Addwordingto clarify that the Guidelines do notapply to current customers with no existing self -
generation or new customers with self-generation (section 6.3).

Guidelines Section 3

e Provide furtherdetails on factors being considered, add a paragraph from the June 20, 2012 Information
Report (page 16), as suggested by CEC (section 6.4.3).

Once the Guidelines are approved, BC Hydro is directed to apply the Guidelines when negotiating all future

Energy Purchase Agreements and Load Displacement Agreements with self-generating customers to whom

the Guidelines apply. Should BC Hydro wish to make further changes to the Guidelinesin the future, it must
file those amendments with the Commission for approval before they can be applied.

In addition, BCHydro has been directed tofile with the Commission forapproval as a rate, the pro-formaBilling
Formulae used for billing purposes for TSR and GSR customers that have EPAs containinga Contracted GBL
(section5.2.3.3).
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9.0 RECONSIDERATION — WHERE THE GUIDELINES SHOULD RESIDE
9.1 Phase 1 reconsideration

As describedinsection 3.2, the Application alsoincludes the Phase 2reconsideration and variance of Order
G-19-14 established by Order G-106-14 addressing BCHydro’s proposal for where the Guidelines should reside.
Directive 2 of Order G-19-14 originally directed BCHydro to file an application forapproval of Contracted GBL
Guidelinesforincorporationinto TS 74 which applies exclusively to a RS 1823 customer.

BC Hydro’s Application for Reconsideration set outits concerns in detail. In summary, BCHydro disagreed with
the Commission’s conclusion in the Order G-19-14 Decision that Contracted GBLs are rates in the context of

TS 74 and disagreed with the reasoning thatresultedin that conclusion. BCHydro also expressed concern thatit
isnot workable toincorporate the Guidelines into TS 74 because a Contracted GBL has already been determined
and isa term of a binding contract (EPA or LDA) before TS 74 comesinto play.

BC Hydro expressed furtherconcernaboutincluding the Guidelinesin TS 74 because the implication would be
that the terms of a binding EPA or LDA could be changed by the Commission, without the mutual agreement of
the partiesto the EPA or LDA. This could undermine certainty of contract, as well as being fundamentally
inconsistent with the Commission's powersin relation to regulatory oversight of EPAs and LDAs.

By Order G-106-14, the Commission established this current proceeding as Phase 2 of the reconsideration
processto considerwhere the Guidelines should reside (Phase 2 Reconsideration). Inthe Order G-106-14
Decision, the Commission indicated that it has been persuaded on a prima facie basis that the Contracted GBL
Guidelines should not be incorporated into TS 74.

9.2 Phase 2 reconsideration

9.2.1 BCHydro’sposition

As part of the Phase 2 Reconsideration, BCHydro states it believesthatitis appropriate toseekthe
Commission’s approval of the Guidelines, so that when the Commission considers an LDA or an EPA between

BC Hydro and a self-generating customer, it has a framework within which to assess whetherthe agreementis in
the publicinterest and otherwise consistent with the UCA and the CEA. However, BCHydro arguesthat itis not
sensible torestrictthe use of Contracted GBL Guidelines to the determination of Contracted GBLsin EPAs and
LDAs with only those customers who are charged for energy under RS 1823. BC Hydro submits thatthe EPA/LDA
and Contracted GBL termstherein existindependently of the rate applied to determine the customer’s charges
for electricity."®

BC Hydro furtherstates, thatif a Contracted GBL were deemedto be arate for a utility service, it could be
changed by the Commission as needed overtime. The Commission might be obligated to reconsiderthe
Contracted GBL from time to time. This could have significant consequences for customers who have relied on
financial incentives offered by BCHydroin arriving at a decision to make investments toincrease theirself-
generation, and have anegative impact on customer willingness to enterinto these agreementsin the future. >’

8 ExhibitB-1, pp. 6-8.
9 bid., p. 27.
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BC Hydro submits that the possibility that akeyterm of a commercial EPA or LDA being subjectto ongoing
oversightand reopening by the Commission could have a negativeimpact on customer willingness to enterinto
agreements that provide benefitsto persons who receive or may receive servicefrom BCHydro. The regulatory
status of a Contracted GBL as used by BC Hydro, therefore, matters very much to BCHydro and to customers
with an EPA/LDA or considering enteringinto such a contract. **°

The following summarizes BC Hydro’s main point made as part of the Phase 2 Reconsideration in regards to why
the Guidelines should not be attached to TS 74:

e Notall self-generating customers negotiating a prospective EPA or LDA take service under RS 1823 and
therefore thereisnoreasontolimitthe Guidelines to just those customers;

e Thereisno logicto the Guidelinesresidingin TS 74 because:

o BCHydro appliesTS 74 to determineaunique Energy CBL. Such customer's energy consumption
relative tothe Energy CBL determines whetherthe customer's energy purchases will be at the Tier 1
or Tier2 rate of the RS 1823;

o TS 74 has nothingto dowith determining Contracted GBLs and they play norolein the
determination of how to treat a customer's Energy CBL pursuantto TS 74;

e A Contracted GBL, inthe context of an EPA or an LDA with a BC Hydro customer, does not define orlimit
inany way BC Hydro's obligation to serve that customer;

e AContracted GBLis nota “rate”, as definedinthe UCA, in the context of TS 74 or otherwise; ™"

e Oncean LDA or EPA has been executed, the Guidelines willhave no furtherrole in relation to that
customer. The Guidelines will have no bearingon any subsequent Energy CBLtreatmentunderTS 74
whenthe customerbegins producing incremental self-generation output on acommercial operation
basis."®?

BC Hydro submits that the question of where the Contracted GBLGuidelines should reside needs to be informed
by two mainissues:
(i) theuseto whichthe Contracted GBL Guidelines will be put, and

(i) the Commission's authority overthatuse."®

In light of the uses to which the Guidelines should be putand the Commission’s authority in respect of those
uses, BC Hydro submits thatit makes sense forthem to be attached as an appendix to the Commission’s order
concluding this proceeding and also reside in the following six places:

1. infuture BC Hydro filings under section 44.2 of the UCA in respect of a DSM expenditure schedule that
includes expenditures on LDAs;

2. infuture BC Hydro filings undersection 71 of the UCA in respect of an EPAbetween BCHydroand a
self-generating customer;

3. on BCHydro’s PowerSmart website within the section associated with LDAs;

%9 bid., p. 29.
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4. inthe package of materials provided to customersforthe purposes of negotiatingan LDA,;
5. on BCHydro's website within the section associated with energy procurement; and

6. inthe package of materials provided to customers for the purpose of negotiatingan EPA. ***

9.2.2 Submissions by parties

In theirrespectivefinal submissions, CEC, AMPC, BCSEA and BCOAPO did not raise objection tolocatingthe
Guidelines outside of TS 74 or to appending them to the Commission's order concluding this proceeding. They
alsoare generallyinagreement with BCHydro’s proposal as to where else they should reside.

Celgaron the otherhand has taken the positionthe Commission previously determined that this proceeding has
avery narrow, restricted scope, and to preserve procedural fairness the Commission must notconsiderany
issues outside this narrow restricted scope. Celgar submits that the Contracted GBL Guidelines included with the
Application are themselves out of scope (as the scope if defined by Celgar) and therefore,in Celgar’s view, the
Application mustbe rejectedinits entirety.

In itsreply, BCHydro submits that “the Commission has not directed BCHydro to revise...[TS 5] to, insome
manner, make the contract demand therein based on aGBL, as Celgarsuggestsitdid...Iltis because of the
misunderstandings aboutthe basesfor BC Hydro’s obligationto serve, in many cases propagated by Celgar, that
the Applicationincludes lengthysections aimed at correcting the record.” **® BC Hydro further responds stating
“Celgarincorrectly suggests that the decision to deny reconsideration of ‘otheraspects of Directive 2’ means
that the Commission will refuse to consideration anything and everything, except forthe extremely narrow
question of where the Contracted GBLGuidelines should reside.” **® BC Hydro concludes this issue stating that
giventhe record above, Celgar’s argumentis wrongand its claim of procedural unfairnessis entirely without

. 167
foundation.

9.2.3 Commission determination

First,the Panel agrees with BCHydro that Celgar’s claim of procedural unfairnessis without foundation. The
Commission did notdetermine thatthis proceeding was to have the very narrow restricted scope as suggested
by Celgar. Second, the Panel agrees that not all self-generating customers negotiating a prospective EPA or LDA
take service underRS 1823 and therefore there isnoreason tolimit the Guidelines to just those customers as
would be the case if they were incorporated into TS 74.

The Panel also agrees that once an LDA or EPA has been executed, the Guidelines will have no furtherrole in
relation tothat customer. The Guidelines will have no bearing on any subsequent Energy CBLtreatment under
TS 74 when the customer begins producingincremental self-generation output on acommercial operation basis
eventhoughitisa secondary component of TS 74. The Panel agrees that the EPA/LDA and Contracted GBL
termsare incorporated into TS 74 but therein existindependently of the rate applied to determinethe

%% bid., pp. 10-11.
%% bid., p. 5.
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customer’s chargesforelectricity. Therefore, the Panel determines thatit is the Billing Formula that
determines the calculation of the rate a self-generating customer with a Contracted GBL under an EPA will be
billed.

The Panel also shares BC Hydro’s concerns that if the Guidelines were attached to TS 74 there is the possibility
that the Commission might be obligated to reconsider the Contracted GBLfrom time to time whichis
inconsistent with the Commission's powersinrelation to EPAs and LDAs. This could have unintended
consequences for customers who have relied on financial incentives offered by BCHydroin arriving at a decision
to make investmentstoincrease theirself-generation, and may have a negative impact on customerwillingness
to enterintothese agreementsinthe future.

The Panel agrees with BCHydro that one must considerthe use to which the Guidelines will be putand the

Commission's authority overthat use.'®®

Inits determination onthe GBL Guidelines, the Panel exploredin detail
the purpose and use of the Guidelines and theiradequacy in achieving those purposes. Inthe end, the Panel
approved the Guidelines as proposed by BCHydro subjectto amendments reflecting determinations made in
the decision.

The Panel understands that the Guidelines apply to aself-generatorwhois both a customerand supplierand
recognizesthe risk of attaching the Guidelines to TS 74 as stated above. The Panel also takes into consideration
that BC Hydro has agreedto and is directed tofile the pro-forma Billing Formulae with the Commission for

approval.

BC Hydro’s request for reconsideration of Directive 2 of Order G-19-14 regarding where the Guidelines should
reside is granted. The Panel determines that the purpose of the Guidelines will be adequately metif theyare
approved by the Commission and appended to the Commission’s order concluding this proceeding and
approving the Guidelines as determined in section 8.4. The Panel finds that it would also be beneficial to have
them reside inthe additional six places listed on page 11 of BC Hydro’s final submission as recreated above
and therefore directs BC Hydro to do so.

'%8 bid., p. 18.
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DATED at the City of Vancouver, in the Province of British Columbia, this 30th day of October 2015.

Original Signed By

L. A. O’Hara
Panel Chair/Commissioner

Original Signed By

B. A. Magnan
Commissioner

Original Signed By

R. D. Revel
Commissioner
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TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

British Columbia Hydro and Power Authority
Application for Approval of Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14

BEFORE: L. A. O’Hara, Panel Chair/Commissioner
B. A. Magnan, Commissioner October30, 2015
R. D. Revel, Commissioner

ORDER
WHEREAS:

A. On December12, 2014, British ColumbiaHydro and Power Authority (BC Hydro) filed an application with the
British Columbia Utilities Commission (Commission) for approval of Contracted Generator Baseline
Guidelines (Guidelines) in compliance with Directive 2 of Order G-19-14 as varied by Order G-106-14 andthe
Phase 2 reconsideration and variance of Order G-19-14 addressing where the Guidelines should reside
(Application);

B. The British Columbia Old Age Pensioners’ Organization etal. (BCOAPO), B.C. Sustainable Energy Association
and Sierra Club of British Columbia (BCSEA), Commercial Energy Consumers Association of British Columbia
(CEC), FortisBClInc., Zellstoff Celgar Limited Partnership (Celgar), the Association of Major Power Customers
(AMPC) and West Fraser Mills registered as interveners;

C. On December16, 2014, by Order G-199-14, the Commission established a preliminary Regulatory Timetable
for the review of the Application which included one round of Information Requests, and submissions from
the parties on furtherregulatory process. The preliminary Regulatory Timetable was subsequently
suspended by Order G-12-15, dated January 30, 2015;

D. Thesuspensionwaslifted andthe datesamended by Order G-42-15, dated March 27, 2015. The datesinthe
preliminary Regulatory Timetable were further extended by way of Order G-64-15 dated April 23, 2015;
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E. By OrderG-96-15, datedJune 4, 2015, the Commission determined that the review of the Application would
proceed by way of a written hearingand set the final Regulatory Timetable which provided forasecond
round of information requests, followed by written submissions; and

F. OnlJuly 23, 2015, BC Hydro made its final submission. On August 7, 2015, BCSEA, Celgar, CEC, AMPC and
BCOAPO filed final submissions, followed by BCHydro’s reply on August 20, 2015.

NOW THEREFORE, pursuantto the Utilities Commission Act, the British Columbia Utilities Commission orders:

1. The Contracted GBL Guidelines (Guidelines), updated as of July 23, 2015 and attached to British Columbia
Hydro and Power Authority’s (BC Hydro) final submission, will be approved by further order, after BC Hydro
filesthe updated Guidelines with the amendments directed in the decision.

2. BCHydroisdirectedtofile, within 30 days of the date of this order, the final updated Guidelines
incorporatingthe findingsin the decision.

3. Onceapproved, BCHydro is directed to apply the Guidelines when negotiating all future Energy Purchase
Agreements and Load Displacement Agreements with self-generating customers to whom the Guidelines

apply.

4, BCHydro’srequestforreconsideration of Directive 2 of Order G-19-14 regarding where the Guidelines
shouldresideis granted. BCHydrois directed toinclude the Guidelines and Attachment 3 of Exhibit B-1, that
will be attached to the final orderapproving the Guidelines:

(i)  infuture BC Hydro filings undersection 44.2 of the UCA in respect of a DSM expenditure schedule
that includes expenditures on LDAs;

(i)  infuture BC Hydro filings undersection 71 of the UCA in respect of an EPA between BCHydro and
a self-generating customer;

(iii)  on BCHydro’s PowerSmart website within the section associated with LDAs;
(iv)  inthe package of materials providedto customers forthe purposes of negotiatingan LDA;
(v)  on BCHydro's website within the section associated with energy procurement; and

(vi)  inthe package of materials provided to customers forthe purpose of negotiatingan EPA.

5. BCHydroisdirectedtofile, within 30 days of the date of thisorder, the appropriate Deemed Demand and
Deemed Energy Billing Formulatariff sheets for both transmission service rate customersand general
service customers. The tariff sheets mustinclude a description of the method that BCHydro uses to
determine the energy (kWh) thatis deemed to have received from the customerin accordance with the
Energy Purchase Agreement and describethe billing process and calculation that BC Hydro will use to bill the
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customerfordeemed energy (kWh) and demand (kV.A)it purchases from BCHydro underthe customers
Electricity Supply Agreement.

DATED at the City of Vancouver, in the Province of British Columbia, this 30th day of October2015.
BY ORDER
Original Signed By:
L. A. O’Hara

Panel Chair/Commissioner

Orders/G-174-15_BCH_GBL Guidelines-TS 74_Decision
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IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

British Columbia Hydro and Power Authority
Application for Approval of Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14

EXHIBIT LIST

Description

Letter dated December 16, 2014 — Order G-199-14 establishing Regulatory Timetable
Letterdated January 7, 2015 — Appointment of Commission Panel

Letterdated January 29, 2015 — Requestinginformation requests to not be filed as directed
by Order G-199-14 due to BC Hydro’sfiling regardinginterveners (Exhibit B-2)

Letterdated January 30, 2015 — Order G-12-15 establishing a Procedural Conference and
suspending the Regulatory Timetable, established by Order G-199-14, until further notice

Letter dated January 30, 2015 — Notice of memberextension

Letterdated February 12, 2015 —Order G-18-15 Containing Reasons and establishing
Regulatory Timetable

Letterdated March 27, 2015 — Commission Order G-42-15 Final Panel General Issues List,
Regulatory Timetableand Reasons for Decision

Letterdated April 2, 2015 — Commission Information Request No. 1to BC Hydro
Letter dated April 23, 2015 — Commission Order G-64-15 Amended Regulatory Timetable

LetterdatedJune 4, 2015 — Commission Order G-96-15Regulatory Timetable and Reasons
for Decision

Letterdated June 22, 2015 — Commission Information Request No. 2to BC Hydro
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Exhibit No. Description

B-1

B-2

B-3

B-4

B-6

B-6-1

B-7

B-9

B-10

C11

C1-2

C1-3

C1-4

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY (BC HYDRO) Letter Dated December 12, 2014
- Reconsideration and Variance of Commission Order No. G-19-14 Directive 2
Contracted Generator Baseline (GBL) Guidelines Application

Letter Dated January 20, 2015 — BC Hydro Submitting Comments regarding FortisBCand
CelgarIntervenerStatus

Letterdated February 23, 2015 —BC Hydro Submitting Comments

Letterdated March 9, 2015 — BC Hydro Submitting Reply Comments

Letterdated April 17, 2015 - BC Hydro RequestforFiling Extension of IRNo. 1 responses

Letterdated May 11, 2015 — BC Hydro Response to Commission Information Request No. 1

LetterdatedJuly 9, 2015 - BC Hydro Revised Attachment 1to BCUC IR No. 1.33.1

Letterdated May 11, 2015 — BC Hydro Response to Intervener Information Request No. 1

Letter dated May 25, 2015 — BC Hydro Reply to Intervener Submissions of Further Process

LetterdatedJuly 9, 2015 - BC Hydro Responses to BCUC Information Request No. 2

LetterdatedJuly 9, 2015 - BC Hydro Responsesto Interveners Information Request No. 2

COMMERCIAL CLASS ENERGY CONSUMERS ASSOCIATION OF BRITISH COLUMBIA (CEC) — Letter dated
December 22, 2014 — Request forIntervener Status by C. Weafer

Letter dated March 2, 2015 — CEC Submitting Comments
Letterdated April 7, 2015 — CEC SubmittingIRNo. 1 to BC Hydro

Letterdated May 19, 2015 - CEC Submitting Comments on Process
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Exhibit No. Description

C2-1

C2-2

C2-3

C2-4

C2-5

C3-1

C3-2

C3-3

C3-4

C3-5

C4-1

C4-2

C5-1

C5-2

C5-3

C5-4

C5-5

Cé-1

C6-2

C6-3

BC SUSTAINABLE ENERGY ASSOCIATION AND THE SIERRA CLUB OF BRITISH COLUMBIA (BCSEA) — Letter
datedJanuary 5, 2015 — Request forIntervener Status by William J. Andrews and Thomas
Hackney

Letter dated February 26, 2015 — BCSEA Submitting Comments
Letter dated April 7, 2015 — BCSEA Submitting IRNo. 1to BC Hydro
Letterdated May 19, 2015 - BCSEA Submitting Comments on Process
Letterdated June 22, 2015 —BCSEA Submitting IRNo. 2 to BC Hydro

ZELLSTOFF CELGAR PARTNERSHIP LIMITED (CELGAR) Letterdated January 6, 2015 — Request for
Intervener Status by Kim Moller, Elroy Switlishoff, Robert Hobbs and Brian Merwin

Letter dated March 2, 2015 — Celgar Submitting Comments
Letterdated April 7, 2015 — Celgar SubmittingIRNo. 1 to BC Hydro
Letterdated May 19, 2015 - Celgar Submitting Comments on Process
Letterdated June 22, 2015 — Celgar SubmittingIRNo. 2 to BC Hydro

FORTISBCINC. (FBC) Letter dated January 6, 2015 — Request for Intervener Status by Diane
Roy

Letterdated April 7, 2015 — FBC Submitting IRNo. 1 to BC Hydro

BRITISH COLUMBIA OLD AGE PENSIONERS’ ORGANIZATION, ACTIVE SUPPORT AGAINST POVERTY,
DisABILITY ALLIANCE BC, COUNSEL OF SENIOR CITIZENS’ ORGANIZATIONS OF BC, AND THE TENANT
RESOURCE AND ADVISORY CENTRE (BCOAPO) Letter dated January 7, 2015 — Request for
Intervener Status by Tannis Braithwaite, Erin Pritchard and Bill Harper

Letterdated March 2, 2015 — BCOAPO Submitting Comments
Letterdated April 7, 2015 —BCOAPO SubmittingIRNo. 1 to BC Hydro
Letter dated May 15, 2015 - BCOAPO Submitting Comments on Process
LetterdatedJune 22, 2015 —BCOAPO Submitting IRNo. 2 to BC Hydro

ASSOCIATION OF MAIOR POWER CUSTOMERS OF BC (AmPC) Letter dated January 12, 2015 —
Requestforintervener Status by Brian Wallace, Matthew Keen and Richard Stout

Letter dated March 2, 2015 — AMPC Submitting Comments

Letterdated May 19, 2015 - AMPC Submitting Comments on Process
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C6-4 Letter dated May 25, 2015 — AMPC Response to Celgar Request
C6-5 LetterdatedJuly 8, 2015 — AMPC Submitting Comments regarding BCUCIR No. 2
C7-1 WEST FRASER MILLS LTD. (WFMm) Letter dated February 13, 2015 —Request forLate Intervener

Status by Veikko Paivinen

No Submissions

No Submissions
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LIST OF ACRONYMS

AMPC Association of Major Power Customers

Application Approval of Contracted Generator Baseline Guidelines in compliance with Directive
2 of the British Columbia Utilities Commission Order G-19-14 as varied by Order G-
106-14 and the Phase 2 reconsideration and variance of Order G-19-14 established
by Order G-106-14 addressing BCHydro’s proposal forwhere the Guidelines
shouldreside

BC Hydro British ColumbiaHydro and Power Authority

BCOAPO British Columbia Old Age Pensioners’ Organization et al.

BCSEA B.C. Sustainable Energy Association and the Sierra Club of British Columbia

CBL CustomerBaseline Load

CEA Clean Energy Act

CEC Commercial Energy Consumers Association of British Columbia

Commission

British Columbia Utilities Commission

DSM demand-side measure

EPA Electricity Purchase Agreement

ESA ElectricService Agreement

ESC Rules Rules forEnergy Supply Contracts for Electricity

FortisBCor FBC

FortisBCInc.

GBL

GeneratorBaseline

GSR general service

Guidelines Contracted Generator Baseline Guidelines
GWh Gigawatt-hour

IRs Information Requests

kV.A Kilovolt-ampere

kWh Kilowatt-hour

LDA Load Displacement Agreement
LNG Liquefied natural gas

MWh Megawatt-hour

OATT Open Access Transmission Tariff
TS 74 Tariff Supplement No. 74

TS 74 Application

Applicationforapproval toamend Tariff Supplement No. 74

TSR

Transmission Service Rate

UCA

Utilities Commission Act

West Fraser

West Fraser Mills Ltd.
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British Columbia Hydro and Power Authority
Application for Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14 Phase 2

British Columbia Utilities Commission
Rules for Energy Supply Contracts for Electricity
Order G-61-12
Appendix A

APPENDIX A
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BRITISH COLUMBIA UTILITIES COMMISSION
RULES FOR ENERGY SUPPLY CONTRACTS FOR ELECTRICITY

INTRODUCTION

The following Rules are intended to facilitate the British Columbia Utilities Commission’s (Commission) review of
energy supply contracts for electricity and proposed energy supply contracts for electricity under section 71 of
the Utilities Commission Act (the Act). Separate Rules apply to energy supply contracts for natural gas.

The Rules are made pursuant to section 11 of the Administrative Tribunals Act.

The Rules replace the “Energy Supply Contracts — Rules” dated July 20, 1993, posted on the Commission’s
website under the link “Energy Supply Rules — Electric.”

Energy Supply Contracts
The Commission intends to review energy supply contracts (ESCs) expeditiously and accept them for filing
without a hearing where it has been provided with sufficient information to allow it to determine that the ESC is
in the public interest. Further, the Commission intends to avoid retroactive Orders.
Proposed Energy Supply Contracts
The Commission also intends to review proposed energy supply contracts (Proposed ESCs) expeditiously and to
approve them where it has been provided with sufficient information to allow it to determine that the Proposed
ESC and the process the public utility intends to use to acquire power from other persons in accordance with its
terms and conditions is in the public interest.
Relevant Legislation
Sections 44.1, 68 and 71 of the Act together with sections 2, 4, 6, 7 and 19 of the Clean Energy Act (CEA) are
currently the principal statutory provisions relevant to the filing of an ESC or submitting of a Proposed ESC with
the Commission,
Since legislation may change from time to time, users of these Rules should always consult the legislation to
determine which Rules apply to them. In the event of any inconsistency with these Rules and the legislation, the
legislation governs.
Section 68 of the Act defines an “energy supply contract” to mean:
a contract under which energy is sold by a seller to a public utility or another buyer, and includes an
amendment of that contract, but does not include a contract in respect of which a schedule is approved
under section 61 of the Act,

and “energy” to mean:

electricity or natural gas.

Rules for Energy Supply Contracts for Electricity Issued: May 17,2012
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Sections 71(1) and 71(1.1) of the Act require that with the exception of an ESC for the sale of natural gas to a
person other than a public utility, a person who enters into an ESC must file a copy of the ESC with the
Commission under rules and within the time the Commission specifies and provide the Commission with
information the Commission considers necessary to determine whether the ESC is in the publicinterest.

Section 71(2.3) of the Act allows a public utility to submit a Proposed ESC setting out the terms and conditions of
the contract and a process the public utility intends to use to acquire power from other persons in accordance
with those terms and conditions.

ESC not in the Public Interest

If the Commission, following a hearing, determines an ESC is not in the public interest, it may pursuant to
section 71(3) of the Act:

{a) by order, declare the ESC unenforceable, either wholly or to the extent the Commission considers
proper; or

{b)  make any other order it considers advisable in the circumstances.
Proposed ESC in the Public Interest

If the Commission is satisfied that it is in the public interest to approve a Proposed ESC and the process the
public utility intends to use to acquire the power from other persons, it may by order approve the Proposed ESC
and the process.

1.0 GENERAL RULES

1.1 Unless otherwise exempted from filing by the Act, the CEA or any orders or regulations made
thereunder, an ESC and any amendments thereto shall be filed with the Commission pursuant to
Section 71 of the Act and its acceptance obtained.

1.1.1 A person entering into an ESC to sell or purchase electricity on a short-term or spot
basis with a term of 62 days or less in duration, may request Commission approval for
a procedure whereby the person retains the ESC for audit purposes and files a
quarterly statement of short-term and spot electricity sales or purchases that provides
information on a composite basis on the quantity and price of such sales or purchases
confirming that they conformed to prevailing market conditions and were consistent
with the buyer’s supply needs. The quarterly reports must be filed within 30 days of
the end of the period, and the Commission will respond as required to address any
concerns with the short-term and spot electricity purchases on an exception basis. On
or before April 30 of each year, the person must file the ESCs made during the
previous year for short-term and spot electricity sales or purchases that are for a term
of 62 days or less in duration.

1.1.2 A person entering into an ESC other than an ESC described in section 1.1.1 shall file the
ESC with the Commission within 60 days of the date upon which the person enters into
the ESC. In addition to filing the ESC with the Commission, a public utility entering into
an ESC must provide notice of the filing to parties that intervened in its most recent

Rules for Energy Supply Contracts for Electricity Issued: May 17,2012
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revenue requirements application as appropriate. Upon reviewing the filing, the
Commission will determine whether appropriate notice has been given in the
circumstances.

1.1.3 The obligation to file an ESC and provide information rests upon each party to the ESC,
but for the purposes of these Rules, the Commission considers that the primary
obligation to file and provide information rests with the buyer.

1.2 The Commission will rely on all information it considers necessary to determine whether an ESC
is in the public interest. In doing so it will consider the factors referred to in section 71(2.1) and
{2.2) of the Act where the ESC is filed by a public utility other than BC Hydro and the Commission
will consider and be guided by the factors in section 71{2.21) of the Act where the ESC s filed by
BC Hydro.

1.3 Generally, the Commission will decide within 60 days of the filing of an ESC as to whether a
public hearing is required, and if not, will issue an Order determining the ESC is in the public
interest and accepting the ESC for filing. If the Commission determines a public hearing is
required, it will take place where:

{a) the Commission is unable to determine on the basis of the information filed under these
General Rules that the ESC is in the public interest; or

{b) itappears to the Commission on the basis of the information filed under these General
Rules that the ESC may not be in the public interest.

The Commission may also hold a hearing where it receives a third party complaint about the
ESC.

1.4 Where a public utility submits a Proposed ESC to the Commission pursuant to section 71(2.3) of
the Act, the Commission will rely on all information it considers necessary to determine whether
the Proposed ESC and the process the public utility intends to use to acquire power from other
persons in accordance with its terms and conditions is in the public interest and should be
approved. Indoing so it will consider the factors in section 71(2.5) of the Act where the
Proposed ESC is submitted by a public utility other than BC Hydro and it will consider and be
guided by the factors in section 71(2.51) of the Act where the Proposed ESC is submitted by
BC Hydro.

1.5 The Commission will by Order:
{a)} determine that an ESC is in the public interest and accepted for filing; or
{b) determine, after a hearing, that the ESC is not in the public interest and declare the ESC
unenforceable, either wholly or to the extent that the Commission considers proper or

. . . . . 1
make any other order it considers advisable in the circumstances;” or

{c) forasubmission pursuant to section 71 (2.3} of the Act, approve or not approve the

' Act, s. 71(3)

Rules for Energy Supply Contracts for Electricity Issued: May 17,2012
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Proposed ESC and the process the public utility intends to use to acquire power from
other persons in accordance with its terms and conditions?.

Where applicable, an ESC filing pursuant to section 71({1) of the Act or a Proposed ESC submitted
pursuant to section 71(2.3) of the Act must at a minimum include the following information:
duration, rights of renewal and other special provisions, reliability considerations, price and
price escalation and alternate sources of supply of the ESC or Proposed ESC and, where a person
seeks Commission acceptance of an amendment to an ESC, that notice has been provided to all
parties that intervened in any Commission proceeding concerning the filing of the original ESC
under section 71 of the Act.

On or before April 30 of each year, the buyer must file a report with the Commission providing
details of any amendments to the terms and conditions of the ESC. For the purposes of this
filing, an amendment means an alteration or revision, by modification, addition or deletion, to
any term or condition of the ESC.

An ESC contingent on wheeling or load shaping arrangements with a public utility should be
submitted with appropriate related contracts or other evidence of formal arrangements made in
this regard.

These Rules do not apply to an ESC entered into prior to June 18, 1988 unless the ESC has been
amended since that date.

An ESC and the information filed under section 71(1) of the Act shall be made available to the
public except where the Commission considers that disclosure is not in the public interest.® In
order to allow the Commission to make a determination that disclosure is not in the public
interest, parties to the ESC must provide written submissions in support of any request that the
ESC, any terms and conditions thereof, or the information filed be kept confidential and include
in the filing a redacted version of the ESC and other information. The Commission will consider
the justification provided and determine the issue of confidentiality. Where the Commission
determines that disclosure of the ESC or other information is not in the public interest, it will
require a redacted version of the ESC and other information to be made available to the public.

These General Rules, modified only insofar as is necessary, apply to a person who is not a public
utility who enters into an ESC with a person other than a public utility.

2.0 CONTRACTUAL DEVELOPMENTS

2.1

For the purposes of this section a Contractual Development means any document or action that
does not alter or revise, by modification, addition or deletion, any term or condition of the ESC
and could include:

{a) adeemed assignment agreement,
{b) anassignment and assumption agreement,

® Act, s. 71(2.4)

* Act, s. 71(5).

Rules for Energy Supply Contracts for Electricity Issued: May 17,2012
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() aconsent,

{d) a termination agreement,

{e) awaiver,

{fy  achange of name, or

{g) a Memorandum of Understanding.

2.2 On or before April 30 of each year, the buyer shall file a report with the Commission providing
details of any Contractual Developments that have occurred pursuant to the terms of the ESC, in
order that the form of the ESC on file with the Commission remains current.

2.3 Contractual Developments are filed for information purposes only and will not be subject to
further Commission Orders.

Rules for Energy Supply Contracts for Electricity Issued: May 17,2012
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British Columbia Hydro and Power Authority
Application for Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14 Phase 2

British Columbia Hydro and Power Authority
Summary of Letter dated July 27, 2011

OnJuly 27, 2011, the British ColumbiaHydro and Power Authority (BCHydro) filed aletter stating that it
continuedto agree with the British Columbia Utilities Commission (Commission) thatit would be helpful tofile
its guidelines forthe determination of Generator Baselines (GBLs) in orderto achieve greater efficiency and
consistencyinthe determination and review of such GBLs. In that letter, BC Hydro outlined the timing and scope
to address the Commission requests setoutin letter L-106-09.

BC Hydro states that the introduction of astepped rate in 2006 required the establishment of Energy Customer
Baselines (CBL) for each customerwhich are calculated in accordance with Tariff Supplement No. 74 (TS 74).%°
Howeverthe guidelines currentlydo notaddress establishingan Energy CBLin a situation where acustomeris
using self-generation facilities to serve a portion of its load nor does it allow for adjustmentstoan Energy CBL in
the eventthata self-generating customer begins making deliveries to BCHydro underan Electricity Purchase
Agreement (EPA).

BC Hydro explainsthat for customers thatare servinga portion of theirload with self-generation, aNon-
Contracted GBL needsto be determined (which represents the baseline output used by the customerinthe CBL
establishmentyearto serve an equivalent portion of the customer’s historicplant load) to ensure that future
changesin customerenergy purchase can be correctly attributed to corresponding changes in self-generation.

For customers with an EPA or Load Displacement Agreement (LDA) with BCHydro, a Contracted GBL is required
to determine a baseline above which BCHydro will agree to purchase electricity fromthe customerorfor
compensatingacustomerfordisplacingitsload. The Contracted GBL represents the contractual amount of
generation outputthat mustfirstbe used to supply an equivalent portion of the customer’s plantload.

In both cases, the GBL is harmonized with the CBLsuch that the sum of the two baselines (CBL+ GBL) continue
to reflectthe total normal historical load of the customersite. BC Hydro explained that the determination of
normalized historicannual net energy purchases (CBL) requires the determination of the customers normalized
historicannual self-generation output (Non-Contracted or Contracted GBL) for the purposes of billingunder
Rate Schedule 1823.

In the letter, BCHydro stated that because TS 74 does not have specific provisions for determining historic self-
generation outputin aid of establishingan Energy CBLfor a self-generating customer nor does it have specific
provisionsforadjustment of an Energy CBL in the event a self-generating customer begins making deliveries to

18915 74 provides for the determination of Customer Baseline Loads (CBL) for industrial customers takingserviceat
transmission voltageunder RS 1823
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BC Hydro underan EPA. The letteralso states that BC Hydro plans to file new tariff documents that reflect
established business practices as follows:

1. CBL Determination Guidelines specifically for transmission service customers
with self-generation; and

2. CBL Determination Guidelines for customers that begin making deliveries to
BC Hydro underan EPA [or LDA].

The letter noted that given the need fora better understanding of the determination and use of GBLs, BC Hydro
alsointendstosubmitwith the planned filing,a detailed report forinformation purposes thatincludes:

1. Principles of GBLEstablishment;
2. GBL Establishment Considerations for EPA customers; and
3. Response to BCUC Letter L-106-09 (20 questions).
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British Columbia Hydro and Power Authority
Application for Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14 Phase 2

Laws and Policies

A key government policy, enactedinto law, is the mandate to achieve electricity self -sufficiency by 2016
by holding the rights to electricity generated in B.C. from clean or renewable sources sufficient to meet
BC Hydro’s domesticneeds;

Other policiesinthe 2007 BC Energy Plan also provide animportant policy contextincluding:

O

O

O

O

zero net GHG emissions from new electricity generation projects;
at least 90 percent of total generation from clean orrenewable resources;
the implementation of bioenergy strategy; and

the implementation of a bioenergy call for power.

The BC Bioenergy Strategy has also influenced BC Hydro’s decision to purchase customer self-generation
fromforestry TSR customers; and

British Columbia’s energy objectivesin the CEA have influenced BC Hydro’s decisions to encourage
customers to generate additional electricity. Relevant objectivesinclude:

O

O

the implementation of demand-side measures such as load displacement objective;

generation of atleast 93 percentof electricity in B.C. from clean or renewable resources, which
by definitionincludes bio-mass;

reductionsinB.C. GHG emissions;
reduction in waste by encouraging the use of biomass;
encouragingeconomicdevelopment and the creation and retention of jobs; and

fosteringthe development of first nation and rural communities through the use and
development of clean orrenewable resources.
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