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EXECUTIVE SUMMARY

By Order G-60-14 andthe decisionissued concurrently, dated May 6, 2014, the British Commission Utilities
Commission (Commission) approved an application by British Columbia Hydro and Power Authority

(BC Hydro) fora New Power Purchase Agreement between BC Hydro and FortisBCInc. (FortisBC) under Rate
Schedule 3808 (New PPA Decision). Section 2.5 of Rate Schedule 3808 restricts FortisBCfrom selling Rate
Schedule 3808 electricity to a FortisBC customerwhen such customeris selling (exporting) self-generated
electricity, unless a portion of the customer’s load equal to or greater than the customer specificbaselineis not
sourced with any Rate Schedule 3808 electricity (Section 2.5 Restrictions).

In the New PPA Decision, the Commission anticipated thatif FortisBC had a Commission approved self -
generation policy, the Section 2.5 Restrictions could possibly be removed altogether, thereforeimproving
regulatory efficienciesin the FortisBCservice area. Forthisreason, the Commission directed FortisBCto initiate
a consultation processinits service areaandfile aSelf-Generation Policy Application (SGP Application).

FortisBCfiledits SGP Application onJanuary9, 2015, and asserted thatit complied with Order G-60-14, as
FortisBC consulted with stakeholders and developed a high levelself-generation policy statement (High Level
Policy Statement) aswellas addressed the specific policy subject areasidentified in Order G-60-14, including
arbitrage, the 1999 Access Principles, the Generator Baseline (GBL) Guidelines, and the benefits of self-
generation (Supporting Policies). Inthe SGP Application, FortisBC requests that the Commissionissueafinal
order concludingthe review of the SGP Application without any further process. FortisBC proposes that the
Commission determine that FortisBC has complied with Order G-60-14 and direct FortisBC to subsequently file a
GBL Guidelines Application.

The Panel considered FortisBC's proposed regulatory process, and was concerned with the requestforno
further process. Following the February 5, 2015 procedural conference attended by FortisBCand all seven
interveners, the Panel found thatthere was meritin having a two staged approach whereby in Stage I the Panel
makes certain findings on the High Level Policy Statement and Supporting Policies, which will establish building
blocks forthe filing of the GBL Guidelines Application in Stage Il.

In this decision (Stage 1), the Panel evaluates FortisBC’s High Level Policy Statement and Supporting Policies with
the objective of providingrecommendations and guidance with the expectation that FortisBC’'s SGP and GBL
Guidelines will:

o ultimately satisfy the concerns raised regarding the Section 2.5Restrictions;

o complywiththe applicable sections of the Clean Energy Act and the BC Energy Plan;

o provideinformation, stability, transparency and consistency to guide customers or prospective
customers considering makinginvestmentsin self-generation inthe FortisBC service area; and
to alesserextent

o assistinmovingtowards a more level playingfield forinvestmentin generationin the FortisBC
service area.

(i)



With regard to the High Level Policy Statement, the Panel agrees that each self-generation project has to be
evaluated on acase-by-case basis. However, the Panelfinds that the proposed High Level Policy Statement and
GBL Guidelines Application would not be comprehensive enough toform an overarching SGP that would enable
FortisBCto setthe context underwhich to make such an evaluation orthat would resultin the eventual removal
of the Section 2.5 Restrictions. The Panel also does not support FortisBC’s statement thatitis not the role of the
utility to either encourage or discourage the installation of customer-owned generation but rather finds that
FortisBC’'s SGP should establish under what circumstances FortisBC would do so.

For these reasons, the Panel directs FortisBC make, within 120 days of the date of this decision, aStage Il Self-
Generation Policy filing thatincludes a comprehensive SGP in addition to the GBL Guidelines Application. The
comprehensive SGP should establish policies that assistin mitigating barriers to cost-effective clean self-
generation.

With regard to the Specific Policies and positions put forward in this Application, the Panel considers it critical
that the SPG filed in Stage |l focus on long term considerations ratherthan simply shorterterm implications. For
that reason the filing needs toinclude an analysis of alternate methods of measuring the long-term net benefits
and cost-effectiveness of self-generation.

The Panel supports FortisBC’'s proposal fora sharing of the net benefits approach between ratepayersand the
self-generator. The Panel understands that the net benefits of self-generation are different when a customeris
exporting ratherthan using self-generation to displace theirload; therefore there needs to be separate policies
for each of these circumstances.

With regard to exporting, the Panelsupports a policy that allows customers with self-generation to have the
ability to exportincremental self-generation to athird party as long as the risk to other FortisBC ratepayers, due
to differences between the regulated rates and the contract or market price, is mitigated.

The Panel supports the use of a GBL construct to mitigate the risk to otherratepayers by demarking the amount
of electricity that the customer must generate for self-supply prior to using any self-generation for export.
However, the Panel does not support a policy that would allow a self-generating customerto elect, on ashort
term opportunisticbasis, whetherany incremental self-generation above the GBLwill be deemed to serve the
customer’sload ordeemedto be exported.

The Panel also supports the position that the GBL consequently defines the supply obligation of the utility but
doesnotset it. In thisregard the Panel determines that the 1999 Access Principles do not apply to any FortisBC
SGP or GBL Guidelines.

The Panels has concerns with how FortisBC proposes to set the GBL under certain circumstances. While the
Panel generally supports a policy thatsets the GBL based on historical generation used for self-supply(the status
quo) for a self-generation customer withidle generation, it does not support a policy whereby all generation for
a customerwith new self-generationis determined to be incremental and available forexport. Inthe Panel’s
view such a policy unfairly treats existing self-generation differently from new self-generation simply on the
basis of when the investmentin self-generation was made. The Panel also does not supporta policy that would

(ii)



setthe GBL for customers currently exporting under the net-of-load construct to be determined on the same
basis as proposed fora customerwithidle generation (i.e. on the basis of preserving the status quo).

To addressthese concerns the Stage Il filing needs to consideralternatives to setting the GBLfor customers with
new generation, customers that make upgrades to existing generation, and customers currently exporting under
the net-of-load construct.

With regard to FortisBCbeingrequired to gofurtherandincentself-generation by purchasingincremental self-
generation, inthe Panel’s view, such a policy should not be required. Furthermore, the Paneldoes not supporta
policy that would require FortisBCto purchase incremented energy thatit does not need orthat is not cost
effective. However, FortisBC should establish a policy that defines how it measures cost-effectiveness when
evaluating potential long term energy purchase contracts with a self-generation customer and establish a policy
that sets out those criteriait will consider.

Lastly, the Panel encourages FortisBCto address demand side measurement (DSM) programs for self-generation
customers as part of its next resource plan and or its next DSM Expenditure filing.

(iii)



1.0 INTRODUCTION

FortisBCInc. (FortisBC, Applicant or FBC) filed its Self-Generation Policy Application (SGP Application,
Application)with the British Columbia Utilities Commission (Commission, BCUC) on January 9, 2015.

FortisBCstates that the Application was filed in compliance with:

(i) OrderG-60-14 inthe matter of the British Columbia Hydro and Power Authority (BC Hydro)
ApplicationforaNew Power Purchase Agreement between BCHydro and FortisBC under Rate
Schedule 3808" (New PPA Decision).

Specifically, Directive 5 of Order G-60-14 (Directive 5) required FortisBCto:

Initiate a consultation processinits service territory toaddress orensure:

e the potential benefits of self-generation;

o the 1999 AccessPrinciplesinthe context of self-generating customers;

e ifa GeneratorBaseline(GBL) methodologyis proposed, GBLGuidelines forboth
idle historicself-generation and new self-generation [should be proposed]; and

e arbitrageisnot allowed.

Directive 5furtherrequired FortisBCtofile aresultant SGP Application that establishes high
level principles forits service territory; and

(ii) OrderG-67-14 inthe matter of the FortisBC Application for Stepped and Stand-by Rates for
Transmission [Voltage] customers (Stand-by Rate Decision —Stage ).

The Decision released concurrentlywith Order G-67-14 found that the development
of the principles that Stand-by Billing Demand? are to reflect, are best determined

through FortisBC’s SGP Application. >

11 Background

“Self-generation” in this context means electrical power generation facilities that are installed at the same site
as the customer’s plant, on the customer’s side of the point of delivery (distributed generation). Typically,
by-product waste from the self-generator’s processes or operations is used to fuel the generator. This differs
from transmission connected generation, such asa wind farm.

! BC Hydro Application for Approval of Rates between BC Hydro and FortisBC Inc. with regards to Rate Schedule 3808, Tariff
Supplement No. 3 - Power Purchaseand Associated Agreements, and Tariff Supplement No. 2 to Rate Schedule 3817,
Decision dated May 6, 2014.

A component of the Stand-by Rate Schedule 37

? Decision attached to Order G-67-14. p. 56.



FortisBC currently has three customers with self-generation: Zellstoff Celgar Limited Partnership (Celgar), Nelson
Hydro (the distribution utility of the City of Nelson) and Tolko Industries Ltd. (Tolko).* FortisBC is not aware of
any current or future customerthatis considering the addition of self-generation facilities.’

As aresult of previous Commission determinations, primarily with reference tothe BCHydro Applicationto
Amend Section 2.1 of Rate Schedule 3808 Power Purchase Agreement, (BC Hydro Section 2.1 of the 1993 PPA
Application), each self-generating customerin the FortisBC service area mustfirst meetitsownloadona
dynamichourly basis usingits self-generation output prior to beingable to sell any portion of its self-generation.
In short, self-generating customers in the FortisBC service area currently take service ona “net-of-load” basis. °
Overtheyears, issues with the net-of-load construct have beenraised, especially due the fact that self-
generating customersin the BCHydro service area do not have such a requirement. There has also been debate
as to whoshould reap the benefits, if any, of FortisBC’s customers’ self-generation.

Most recently the New PPA Decision which directed FortisBCtofile this Application, also determined that the
net-of-load constructis still requiredin the FortisBC servicearea. In that decision the Commission approved the
New PPAincluding section 2.5(a)(ii) (Section 2.5), which restricts FortisBC from sellingany BCHydro Rate
Schedule 3808 (RS 3808) electricity to any FortisBC customerwhen such customeris selling self-generated
electricity unless a portion of the customer’s load equal to or greaterthan the Customer SpecificBaseline (CSB)
isnot sourced with any RS 3808 electricity (Section 2.5 Restrictions).

The New PPA Decision also directed BCHydro to file an application forapproval of CBS guidelines (BC Hydro
Section 2.5 Guidelines Application), which would likely alleviate BCHydro’s requirement forthere tobe a
net-of-load constructin the FortisBC service area.’

BC Hydro filed the Section 2.5 Guidelines Application late in 2014; however, for regulatory efficiency the
proceeding was suspended whilethe review of this Application was taking place. In the New PPA Decision, the
Commission anticipated thatif FortisBC had a Commission approved SGP the Section 2.5 Restrictions could
possibly be removed all together, therefore greatly improving regulatory efficiencies. This was one of the
Commission’s primary reasons for directing FortisBCtofile this Application.

1.2 The Application content

The SGP Application puts forward FortisBC’s high level policy statement (High Level Policy Statement) and, in
support of this statement, addresses the specific policy subject areas as identified in Directive 5, which include:
arbitrage, 1999 Access Principles, a policy on the GBL Guidelines and the benefits of self-generation (Supporting
Policies).

FortisBC explains thatthe SGP Application meets the requirement to consult and file aresultant application that
establishes high level principles forits service territory as directed by Order G-60-14.

4 Celgar and the Hydro Nelson are connected at transmission voltage whileTolko is connected to the FBC distribution
system.

> ExhibitB-1, p. 3.

® Order G-48-09, Decision dated May 6, 2009, p. 28.

" Order G-60-14, directive 2.



13 Regulatory process

In the Application, FortisBC proposes aregulatory process whereby the Commission, without any further
process, issues afinal order concluding that FortisBC has fulfilled the requirements to: (a) consult with
stakeholders, and (b) submit high level principles as required by Order G-60-14 and make the following two

determinations:

(i) DirectingFortisBCto file an application forapproval of GBL Guidelines (GBL Guidelines Application)
with the provision that the GBL Application should incorporate the self-generation policies setoutin

this Application; and

(ii) DirectingFortisBCto file an application forapproval of atariff supplementthatincorporatesthe self-
generation policies for Stepped and Stand-By Rates for Transmission Voltage Customers
(TS to RS 37 Application).®

FortisBCalso statesthat it believes regulatory efficiency is best served by allowing a BC Hydro application for
Contracted GBL Guidelines (BC Hydro Contracted GBL Guidelines Application),’ currently before the Commission,
to be considered and disposed of priorto FortisBCfiling a set of GBL Guidelines.'® FortisBC believes that the
conclusions and determinations made by the Commissioninthat proceeding would likely inform FortisBC’s

GBL Guidelines."

The Panel considered FortisBC's proposed regulatory process, was concerned with therebeing no further
process, and soughtinput fromthe interveners. Forthis reason, by Order G-3-15 dated January 13, 2015,
the Commission held a procedural conference on February 5, 2015.

The following parties registered as interveners and attended the procedural conference:
e British Columbia Old Age Pensioners’ Organization et al. (BCOAPO);
e B.C. SustainableEnergy Association and Sierra Club of British Columbia (BCSEA);
e Commercial Energy Consumers Association of British Columbia (CEC);
e BCHydro;
e British Columbia Municipal Electrical Utilities (BCMEU);
e C(Celgar;and

e the Association of Major Power Customers (AMPC).

8 ExhibitB-1, Appendix E.

° pursuantto Order G-19-14, as modified by Order G-106-14, BC Hydro was directed to filean application with the
Commission for approval of updated Contracted Generator Baseline Guidelines which was filed on December 12, 2014.
BC Hydro Application for Contracted Generator Baseline Guidelines and Reconsideration and Variance of Order G-19-14,
Decision dated October 30, 2015.

1% ExhibitB-1, p. 25.

" bid.



4

The Panel considered the submissions made by FortisBCand the interveners atthe procedural conference and
concluded, with FortisBC’s agreement, that there was meritin having some process around the acceptance of
the High Level Policy Statementand Supporting Policies put forward inthe Application before FortisBCfiled any
GBL Guidelines. By Order G-32-15 issued on February 27, 2015, the Panel determined thatthe review of the
Application would proceed by way of the following two-staged approach:

e Stage |- The Panel makes certain findings on the High Level Policy Statement and Supporting Policies to
establish building blocks for Stage II.

e Stagell—Filingandreview of aGBL Guidelines Application.

Further, the Panel agreed with FortisBC that the BC Hydro Contracted GBL Guidelines Application couldinform
this proceeding. Forthisreason, the Panel waited to startits deliberations on this Application until after the final
orderapproving the BC Hydro Contracted GBL Application wasissued on December9, 2015.

14 Stage | Decision

Guided by the framework which will be explained in Section 4, this stage | decision (Stage | Decision) is meant to
assist FortisBCin preparingthe stage Il filing (Stage Il filing).

To ensure that the Panel had sufficientinformationin Stage | to considerthe High Level Policy Statementand
Supporting Policies, the Panel sought submissions'” and a reply from FortisBC (collectively the Submissions), on a
list of nine Panelissues (Panel Issues List)" that was previously the subject of comment by the Applicantand
interveners.**

In its deliberations, the Panel considered the evidence put forward inthe Application, the Submissions and
certainrelevant past Commission orders and decisions and offers FortisBC guidance and recommendations it
needstoconsiderinthe Stage Il filing. The Panel also, where appropriate, makes determinations with which
FortisBC must comply.

As furtherelaborated oninSection 6.1.1, no guidance or recommendations are provided in the Stage | Decision
on the evidence filed inthe Application relating to Order G-67-14. In the Panel’sview itis premature to make
any recommendations or provide guidanceon the principles that should reflected through Stand-by Billing
Demand.

The Stage | Decision will complete the review of the SGP Application as filed. The Stage Il filing willbe
established as a new proceeding.

"2 Order G-51-15 dated March, 31, 2015.
B Appendix A of this decision.
1 Order G-32-15 Februa ry 27,2015.



2.0 RELEVANT PAST ORDERS AND DECISIONS

There are a number of regulatory proceedings that directly orindirectly relate to the SGP Application, some of
which are listed and described in Table 1.0 of the Application and others which the parties put forward and
addressedintheirSubmissions. Orders G-38-01 (BC Hydro Obligationto serve Rate Schedule 1821 Customers
with Self-Generation Capacity), G-174-15 (BC Hydro Contracted GBL Guidelines Application) and G-60-14 (New
PPA Decision) are of critical importance to the Stage | Decision and a summary of those decisionsis provided
below. Order G-38-01is furtheraddressedin Sections 6.4. The Panel also addresses anumber of otherrelated
decisions throughout this Stage | Decision.

2.1 Orders G-38-01 and G-174-15: BC Hydro Obligationto Serve Rate Schedule 1821 Customers
and BC Hydro Contracted GBL Guidelines Application

The issue concerning BCHydro’s self-generating customers with idle self-generation was first addressed by the
Commissioninitsfinal determination on ‘BCHydro Obligation to serve Rate Schedule 1821 Customers with
Self-Generation Capacity’ Application by Order G-38-01 (G-38-01 Decision). Directive 1 of Order G-38-01
directed BCHydro to allow RS 1821 customers withidle self-generation capability to sell excess self-generated
electricity, provided the self-generating customers do not arbitrage between BCHydro’s embedded cost utility
service rates and market prices.

Directive 10of G-38-01 alsointroduced a customer baseline [now referred to as a GBL] approach as a way to
safeguard current BC Hydro ratepayers from any arbitrage while allowing self-generating customerstorealize
the benefitsfromtheiridleself-generation. The GBLwas to be setat a level that would ensurethat BCHydro
was notrequiredtosupply anyincreased embedded costservice toan RS 1821 customersellingits self-
generation output to market. In the G-38-01 Decision, the Commission directed BC Hydro to “make every effort
to agree on a GBL, based eitheronthe historical energy consumption of the customer orthe historical output of
the generator.”

Order G-38-01, as subsequently extended by Order G-17-02, was initially intended as ashort term solutiontoan
energy shortage but laterwas applied tolongtermenergy supply contracts between BCHydro and its self-
generation customers. In 2014, by Order G-19-14, the Commission directed BC Hydro to file the BCHydro
Contracted GBL Guidelines Application.

On October 30, 2015, and December9, 2015, by Orders G-174-15 and G-194-15 respectively, the Commission
approved the BC Hydro Contracted GBL Guidelines Application. The stated purpose of those Guidelinesisto
outline the framework that BCHydro usesin setting a Contracted GBL to identify incremental self-generation,
based on historical energy consumption, for customers who are considering enteringinto a prospective Energy
Purchase Agreements (EPAs) or Load Displacement Agreements (LDAs) with BC Hydro. The Contracted GBL
determinesthe amountof electricity thata customer must generate forself-supply under current normal
operating conditions (generally on the basis of the previous 365 day period) and recognises that electricity in
excess of the Contracted GBL is incremental electricity. Under EPAs and LDAs BC Hydro provides financial



payments (incentives) to customersin exchangefor generating more energy than they would otherwise
(incremental).”®

The BC Hydro Contracted GBL Guidelines were only approved by the Commission fortheirapplication to
customers with existing self-generation. BCHydro currently does not have any Commission approved guidelines
for customer with new-selfgeneration.*

2.2 Order G-60-14: New PPA Decision

Order G-60-14, which approved an application by BC Hydro to replace an existing 1993 PPA between BCHydro
and FortisBCunder RS 3808 with a new PPA was the genesisforthe present SGP Application. Specifically, it was
certainrestrictions within the Section 2.5 of the New PPA that raised concerns with the Commission.

Specifically, the Section 2.5 Restrictions states:

Electricity taken underthis Agreement shall not be sold to any FortisBC customerwith self-
generation facilities, or used by FortisBCto serve any such customer’sload, whensucha
customerisselling self-generated Electricity unless a portion of the customer’s load equal to or
greaterthan the customer-specificbaselineis being served by Electricity thatis not Electricity
taken underthis Agreement, where such customer-specificbaseline [CSB] is as determinedin
accordance with Commission approved guidelines and in consultation with the customer.*’

A similarrestriction formed part of the 1993 PPA afterit wasaddedinresponse toa Commission hearingin
2009." Atthat time the Commission was convinced that it was needed to protect BC Hydro ratepayers from the
risk of material harm resulting from any arbitrage by FortisBC customers made possible by differences between
embedded costrates and prices available for powersalesto third parties. As aresult of this restriction FortisBC's
self-generating customers wanting to export to a third party could only do so on a net-of-load basis.

In the New PPA Decision, the Commission found that the risk of material harm to BC Hydro’s ratepayers was
now mitigated through other characteristics of the New PPA, especially in the shortterm. ™ The Commission,
however, was concerned with the Section 2.5 Restrictions because, amongother things, theysignificantly
complicate the rate design for transmission voltage customersin the FortisBCservice territory. With the
inclusion of the Section 2.5Restrictions, a BC Hydro CSB would be required for a FortisBC customerlookingto
sellany of its self-generation to either FortisBC ora third party evenif acustomerwere to have a FortisBC
approved GBL. The Commission believed thatif FortisBCalone was in charge of its rate design unfettered by the
Section 2.5 Restrictions, FortisBC's rate design and regulatory proceedings could be simplified.

The Commission’s preferred solution was to remove the Section 2.5 Restrictions (including the CSB) immediately
butinthe end determined thatit was premature to do so given the longterm nature of the New PPA and

> BC Hydro Contracted GBL proceeding, ExhibitB-1, p. 36.
e Hydro Contracted GBL Decision, p. 30.

'7 Section 2.5(a)(ii) of the New PPA.

'8 BC Hydro Section 2.1 of the 1993 PPA Application.
YBc Hydro New PPA Decision, p.92.



because FortisBC did not have a sufficiently developed and articulated self-generation policy approved by the
Commission. The Commission found thatthe best way toresolve the matterwas to direct FortisBCto initiate a
consultation processto establish high level self-generation principles. The Commission concluded thatit was
hopeful that once there was a clearly documented Commission approved FortisBCSGP, it would be reasonable
to eventually removethe Section 2.5 Restrictions in pursuit of improved regulatory efficiency.”

The Commission gave FortisBCthe discretion and judgment to determinethe scope of the consultation process
and the resultantapplication but directed FortisBCto ensure that:

(i) it determinesforexistingself-generating customers, how much generation must be used forself-
supply, and

(ii) all FortisBC’'s customerswithidle self-generation capability are able to sell excess self-generated
electricity, provided the self-generating customers do not arbitrage between embedded cost utility
service and market prices.”*

The Commission noted that while the first objective identified above is fairly self-explanatory, the second one
could require consideration of avariety of issues. These mightinclude:

1. Whethercustomers with new self-generation should be allowed to use their generation to displace
theirown consumption; andif so, should there be restrictions on generatortype, size and/or
location?

2. Stand-byratesforself-generating customers who are allowed to use their generation to offset their
load.

3. Self-generating customers’ access tothe market.
4. |dentification of any marketbarriers to efficientinvestmentin self-generation which should be
addressed; i.e. interconnection issues and reduction in administrative complexity.>
Regardless, the Commission found that FortisBC must establish self-generation policies for current and future
customers at distribution and transmission voltage and Directive 5of Order G-60-14 determined the following:
FortisBCisto initiate aconsultation processinits service territory toaddress orensure:

()  the potential benefits of self-generation [as identified by BCMEU inits Supplemental
Submission;?’]

(i)  the 1999 AccessPrinciplesinthe context of self-generating customers;

(iii)  ifa GBLmethodologyis proposed, GBLGuidelines forbothidle historicself-
generationand new self-generation [should be proposed]; and

2% New PPA Decision, pp.97-99.
Y |bid., p. 103.

2% |bid., p. 104.

23 ExhibitC4-5, preamble.



(iv)  arbitrageisnotallowed.”

Directive 5furtherdirected FortisBCtofile a resultant Self-Generation Policy application that establishes high
level principles forits service territory. This SGP Application was filed in compliance with Directive 5.

3.0 APPROACH TO THE DECISION

In this Stage | Decisionthe Panel providesits evaluation of the High Level Policy Statement and Supporting
Policies putforwardinthe Application through the lens of the Framework for Evaluation whichissetoutin
Section4.

The Panel then considered the evidence putforwardin the Application, the Submissions received fromthe
parties onthe Panel’sIssues List, as well as certain relevant past Commission orders and decisions to provide
FortisBC with recommendations and guidance thatitneedsto consider, and directives thatit mustfollow, when
preparingthe Stage Il filing.

With regard to past orders and decisions, this proceeding was not meantto be an opportunity torevisitissues
raisedin previous Commission decisions but ratherto crystalize and arti culate these decisions, as well as other
issues, asthey relate to the development of FortisBC's SGP. The Panel recognizes that many Commission
decisionswere made in other contexts at different times. Nevertheless, the Panel will endeavor to provide
guidance asto the extentthattheyapply here.

With regard to the Panel Issues List this decision will not address each question individually. A more integrated
approach has beentaken where the Submissions will be considered in the context of FortisBC’s High Level Policy
Statement and Supporting Policies.

The Panel’s evaluation starts by considering FortisBC's High Level Policy Statement in Section 5. This s followed
by Section 6, which evaluates the Supporting Policies and other positions put forward by FortisBC.

Specifically:

Section 6.1 addresses the net benefits of self-generation and the methodology for measuring and sharing
those benefits.

Section 6.2 introduces the concept of off-settingload and exporting under certain conditions.
Section 6.3 addresses the ability of acustomerto use self-generation to off-setload.

Section 6.4 evaluates FortisBC's policies and positions put forward on exporting as follows:

Section 6.4.1 addresses FortisBC proposal to allow exporting to third parties subject to certain
safeguards and clarifies the understanding of the term export.

24 New PPA Decision, p. 105.



Section 6.4.2 addresses the concept to ‘mitigate the risk to otherratepayers’ as a safeguard when
allowing exports and clarifies the use of the term arbitrage.

Section 6.4.3 addresses the use of a GBL construct as a way to mitigate the risk to otherratepayers
when a self-generator exports energy. This section also addresses the obligationto serve conceptand
the 1999 Access Principles asthey relate to customers with self-generation.

Section 6.4.4 considers the incremental generation approach, based on historicgeneration, to setthe
GBL forcustomers withidle self-generation and new self-generation and address how this approach
wouldimpact self-generating customers currently operating under the net-of-load construct.

Section 6.5 considersthe continuedrole, if any, of the net-of-load policy, underthe proposed GBL construct.

Section 7 concludesthe Panel’s evaluation of the Application and considers incenting self -generation. The Panel
suggests ways that FortisBC might considerincenting self-generation under the right circumstances through
certain Demand Side Measures (DSM) such as load displacement agreements. The Panel also considers FortisBC
potential role in enteringintolongterm supply agreements with its self-generating customers.

Section 8 providesthe Panel’s final determination and summarizes the Stage Il filing requirements.

Section 9 addresses the BCHydro Section 2.5 Guidelines proceeding, which is currently suspended.

4.0 FRAMEWORK FOR EVALUATION OF THE SELF-GENERATION POLICY

In providingits recommendations on the High Level Policy Statement and Supporting Policies put forward inthe
Application, the Panel is guided by the following four considerations, in order of importance, which setthe
foundation forthe Panel’s framework forevaluation (Framework for Evaluation).

4.1 Removingthe Section 2.5 Restrictions from the New PPA

FortisBC’s SGP should satisfy the concerns raised in the New PPA Decision regarding Section 2.5.

Specifically, if FortisBC's SGP does not resultin the eventual removal of the Section 2.5 Restrictions, a BC Hydro
CSB would be required fora FortisBC customer looking to sell any of its self-generation to either FortisBCora
third party evenif that customer had a FortisBC approved GBL. This would resultin the continuation of complex
rate designissues and would considerably restrict FortisBC’s flexibility in the future to change its regulations for
customers with self-generation.

Pursuantto Order G-174-15 and approved by Order G-195-15, BC Hydro has Commission approved Contracted
GBL Guidelines. At first glance, it would seem reasonablethat if FortisBC's GBLGuidelines were similarto



10

BC Hydro’s Commission approved Guidelinesthen BCHydro would be in support of removingthe Section 2.5
Restrictions. However, FortisBC's GBLGuidelines, would likely differ from those of BCHydro’s for the following

reasons:

1)

2)

3)

4)

5)

BC Hydro’s Contracted GBL Guidelines do not apply to a self-generating customer simultaneously
purchasing electricity from BCHydro and selling to a third party (exporting to a third party). The refore
the BC Hydro Contracted GBL Guidelines are not designed to address such a circumstance. Further, no
self-generatorinthe BC Hydro service areahas required such treatment. The primary purpose of the BC
Hydro Contracted GBL Guidelinesistoidentify incremental self-generation that BC Hydro will incentivize
pursuantto an LDA or procure pursuantto an EPA with BC Hydro. The BC Hydro Contracted GBL
identifies the amount of electricity that the customer must generate forself-supply in current normal
operating conditions, and only electricity in excess of the GBL is recognized asincremental or new
electricity.

On the other hand, FortisBC’s proposed GBL construct is meant to seta framework toidentifyself-
generation output that would be available for export to any party. °

In the BC Hydro Contracted GBL Decision, the Commission found that a GBL used for customers
exportingto third parties, such asthe one proposed by FortisBC, is analogous to two sides of the same
coin; the GBL must be designed to both identify how much generation a customer has available for
exportand identify the amount of residual plant load that the serving utility has an obligation to serve .*°

In the case of BC Hydro, where the customerisonly sellingto the utility, the GBLdoes notnee dto
identify the amount of residual plantload that the serving utility has an obligation to serve because the
terms of the BC Hydro EPA and/or LDA achieve those objectives.

The BC Hydro Contracted GBL Guidelines only applyto customers with existing se If-generation. The
Commission did notapprove theiruse for current customers that do not have existing self -generation or
new customers with existing self-generation.

FortisBC proposes thatits GBL Guidelines apply to both existing and new customers.*’

BC Hydro’s customers have neverbeen required to operate underthe net-of-load construct whereas all
FortisBC self-generating customers have been constrained by the net-of-load requirement since 2009.°®

BC Hydro isa crown-owned utility, subject to certain government legislation and objectives, whereas
FortisBCis an investor-owned utility.

4.2 Investmentdecisions

FortisBC’s SGP should provide information, stability, transparency and consistency to guide customers and

prospective customers considering makinginvestmentsin self-generation in the FortisBCservice area.

% ExhibitB-1, p. 16

26 BC Hydro Contracted GBL Decision, p. 20.
7 Ibid., p. 30.

%8 Order G-48-09, p. 28.
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4.3 Applicable legislation

FortisBC's SGP needs to take into consideration the relevantlegislation including the applicable sections of the

Clean Energy Act (CEA) and the 2007 BC Energy Plan: A Vision for Clean Energy Leadership Guidance
(BC Energy Plan), as well as the Utilities Commission Act (UCA).

4.3.1 Clean Energy Act and the 2007 BC Energy Plan

The Panel recognizes that both the CEA, whichisan act of the BC provincial legislature setting out specific
energy goals, and the BC Energy Plan, are applicable throughout British Columbia, with the exception of certain
clauses thatapply exclusively to BCHydro. Any public utility within BC, including FortisBC, falls under the
authority of the CEA.

4.3.2 Utilities Commission Act

The Panel will take into consideration section 59(1)(a) of the UCA, which prohibits a utility from having arate
that is unjust, unreasonable, unduly discriminatory orunduly preferential. The SGP affects rates, therefore any
rate that flows fromitwould have to be in compliance with the UCA in orderto be approved by the Commission.

4.4 Level playing field within the FortisBC service area

FortisBC’s SGP should identify and mitigate market barriers to cost-effective clean self-generation.

Thiswill help ensure thatthe most cost effective generationinthe FortisBCserviceareais built by helpingto
establishalevel playing field between self-generator on the customer’s side of the point of delivery (distributed
generation) and transmission connected generation, such as a wind farm. Building the most cost effective
generation should benefit ratepayers by eliminating the need for the utility to build new generation of its own,
the province as a whole by contributingto clean energy objectives, and the self-generator.

5.0 FORTISBC’S HIGH LEVEL SELF-GENERATION POLICY STATEMENT
In the Application FortisBC puts forward the following High Level Policy Statement:

FortisBC supports the principle that the decision by a customerto install self-generation should
be made by the customer based on the merits of the project. In general, it is notthe role of the
utility to either encourage ordiscourage the installation of customer owned generation by any
customer. Rather, customers should be free to make strategic investment decisions appropriate
to their circumstances which may include consideration of the benefit that the self-generation
provides to FBC customers as a whole, including the self-generating customer.”’

%% ExhibitB-1, p. 11.
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FortisBCelaborates by stating thatit will determine the benefits that the self-generator providesto FortisBC
customers as a whole and on a case-by-case basis. The rationale provided by FortisBCin support of its positionis
that the opportunities for recognizing the net benefits are anticipated to be infrequent due to the small number
and unique nature of potential self-generation customers, and of the need to consider each specific
circumstance. Therefore bringing each case, with all the relevant supporting documents, to the Commission for
approval on a case-by-case basis is areasonable approach. *

FortisBC further states thatit recognizes there may be both benefits and/or costs attributable to the prese nce of
self-generation and thatit may be appropriate to recognize these benefitsand costsin the service provided to
the self-generator.®" Specifically, FortisBC submits: “In those situations where the self-generation project will
provide anet benefitto FBCcustomers as a whole, including the self-generating customerin terms of reduced
infrastructure costs, lower power purchase expenses or other benefits that will have a positive rate impactover
the life of the project, the Company may recognize the netbenefit, such as through a Commission approved
adjustmentto the contract demand utilized in calculating the charges to the self-generator [Stand-by Billing
Demand].”*

5.1 Proposal for a case-by-case policy

For the most part the interveners agreed with FortisBCthatitis appropriated to evaluate each proposalona
case-by-case basis asthe projects are expected to be infrequent due to the small number of self-generators and
unique circumstances given the nature of potential self-generator.

The Panel agrees that each project has to be evaluated on acase-by-case basis, which is also consistent with the
design of the Commission approved Stand-by Rate’s Stand-by Billing Demand (SBBD). SBBD is set individually
based on a set of whatare to be Commission approved principles. The Panel has not moved away from this
approach; however, the Panel is concerned thatthe limited nature and extent of the High Level Policy Statement
is not sufficient ortransparent enough for FortisBC to have a context within which to appropriately evaluate
self-generation projects on acase by case basis.

The Panel agrees thata decision by acustomerto install self-generation should be made by the customer based
on the merits of the project; however, inorderforthat customerto be able to evaluate those meritsitalso
needstounderstand the context underwhich FortisBC makes its case by case evaluation.

FortisBCsuggests thatthe Tariff Supplement to RS 37, whichis addressed furtherin Section 6.1.1, may instead
be a stand-alone document that could be used by a self-generation customer seeking a determination on how
the potential net benefits would be recognized.* The Panel’s concern with this approach is that the Stand-by
Rate only appliestoself-generation used to off-setload and does not apply to self-generation used for export.
The Panel agreesthere should be astand-alone policy butit has to be more comprehensive than suggested by
FortisBCand more fulsome and organized than put forward in the Application.

% Ibid., p. 2.

Y Ibid., p. 30.

*2 |bid., p. 11.

3% ExhibitB-1, p. 37.
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FortisBCalso suggeststhatit will incorporate the self-generation policies regarding the rights and obligations of
both self-generating customers and FortisBCin the GBL Guidelines filing.** However, itis not clearif those
policies would be incorporatedinto the GBLGuidelines themselves or simply stated as part of the filing.

As noted earlier, one of the main drivers of this Application is the eventual removal of the Section 2.5
Restrictions. The Panelis concernedthat the High Level Policy Statement as presently put forwardinthe
Application will likely notachievethis objective.

For clarity, the Panel does not considerthe FortisBC GBLGuidelines, thatare to be filedin Stage Il, to constitute
a complete SGP. Therefore, FortisBCis directed to include a standalone comprehensive FortisBCSGP as part of
the Stage Il filingin addition to the GBL Guidelines Application.

The SGPfiledin Stage Il needs to applyto both current and future customers and should also clearly address
how long the policy will be in place and how oftenit will be reviewed or updated.

This more comprehensive SGP will set the contextand establish the level playing field that FortisBC will apply
when evaluating aself-generator project on a case-by-case basis. The Panelfinds it necessarytohave a
transparent, comprehensive SGP in orderto:

e Ensureitisappliedinafair mannerand does not resultinany unjust, unreasonable, unduly
discriminatory orunduly preferentialtreatment;

e Providesinformation, stability and consistency to guide customers considering making investments
inself-generation; and

e Satisfythe concerns raised regarding the Section 2.5 of the New PPA.

The remainder of this decision will provide guidance to FortisBCin developing that comprehensive SGP and the
GBL Guidelines that will accompany itinthe Stage Il filing.

5.2 Encouraging or discouraging self-generation

In the High Level Policy Statement FortisBC proposes thatit will neither encourage nordiscourage self-
generation. FortisBC further states thatitis not appropriate fora customerto receive amonetaryincentive to
undertake a project that does notlead to a net reduction to FortisBC’s revenue requirement.*®

In response to this position, BCHydro notes thatinits service area, itsapproach is to “...encourage incremental
self-generation projects through financial payments and incentives under EPAs and LDAs assumingitis cost-
effective for BCHydro to do so relative to other resource options.”*® BC Hydro states that it is unfortunate
FortisBCtakesthe positionthatitis not FortisBC’s role to encourage self-generationinits service area. FortisBC
might consider encouraging incremental self-generation projects through financial payments and incentives

**Ibid., p. 2.
% ExhibitB-1, p. 35.
% ExhibitC2-3, p. 13.
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under EPAsand LDAs withits self-generating customers, assumingitis cost-effective for FortisBCto do so
relative to the provincial Long Run Marginal Cost (LRMC) of new firm energy.*’

In Reply, FortisBCobserves that “itis possible that some of the divergencein opinions on whetherornot
FortisBCshould ‘incent’ self-generation stems from differences in participants’ conceptual understanding of
what constitutes anincentive. FortisBC does not consider the recognition of net benefits of self-generation to be
an incentive, nordoesit considerthe case where FortisBC would purchase the output of aself-generator’s plant

where FortisBC considered that to be a cost effective resourceto be an incentive.”*®

FortisBC has noted thatit would consider purchasing energy from a self-generator underthe right circumstance.
In addition, FortisBC states that it may be appropriate to recognize the net benefitsif thereare any.* The
BCMEU agreeswith FortisBC's position whereby if aself-generation project has anet benefitto FortisBC
customers as a whole, it would be appropriate for FortisBC to recognize the net benefit. *°

In the Panel’s view, there appearsto be some confusion as to what it means to remove abarrierand what
constitutes anincentive. The following example may help to clarify the Panel’s understanding of the difference.
A marketbarrierthat could existfora customer with self-generation is difficulty accessing the market. An
example of removing abarrier would be forthe utility to purchase the energy fromthe self-generator at market
prices. Onthe other hand incenting self-generation might be offering the self-generator preferential terms, such
as a higher price, thanit would offerto an arms-length party.

Whethera utility should do nothing, remove barriers orincent self-generation will depend on the utility’s
particular circumstances. Inthe Panel’s view removing barriers to self-generation can help facilitate alevel
playing field between customers with self-generation and transmission connected generation. This can be of
benefittothe entire provinceincluding FortisBCand its ratepayers ifitis the most cost-effective generation. In
the Panel’sview FortisBC's SGP should mitigate barriers to cost-effective self-generation but going beyond
removing barriers and incenting self-generation was not considered by the Panel inits evaluation of the policies
put forwardinthe Application. However, the Panel will briefly address incenting self-generation as a separate
matterin Section 7.

Neverthelessin orderto provide information so as to promote stability, transparency, and consistency to guide
FortisBC’s customers considering making investments in self-generation the SGP filed in Stage Il needsto
establish and document the circumstances underwhich FortisBC will do nothing, remove barriers or incent
self-generation. This will help to ensure that no customeris treatedin an unjust, unreasonable, unduly
discriminatory orunduly preferential manner.

*” Ibid., p. 14.

3% ExhibitB-7, p. 33.
39 Ibid., pp. 7-8.

0 Exhibit C5-3, p. 3.
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5.3 Clean Energy Act and the 2007 BC Energy Plan

The High Level Policy Statement neither directly norindirectly addresses the CEA or the BC Energy Plan.
However, inits Submission FortisBCindicatesitis supportive of the policies thatthe government has advanced,
such as the BC Energy Plan and the Clean Energy Act, when such policies are consistent with the interests of its
ratepayers; however, inthe absence of aspecificstatutory requirement or Commission order, FortisBC does not
consideritself to have the mandate to furtherthose policies wherethere is potential harmto any group of
ratepayers.*!

BCOAPO generally agrees with FortisBC’s comments regarding the application of the [CEA]. *?

In BCSEA’sview, the CEA only appliesonahigh level regarding FortisBC policy on the financial aspects of self -
generation by FortisBC customers. **

CEC notesthat the direction to “consider” the BC Government’s energy policy does not necessarily mean that it
must be builtinto FortisBC’s Self-Generation Policy.*

Celgarsubmits all but three of the objectives contained in the CEA are relevant to the determination of the self -

generation policy. Celgar claims that FortisBC’s claim of ‘harm to ratepayer’ with regard to not applying the CEA
iscircular.*

The Panel has already indicated recognition that the CEA and the BC Energy Plan apply to FortisBC, otherthan
where they apply to BC Hydro only, and therefore FortisBC’'s SGP needs to take into consideration the CEA and
the BC Energy Plan. The Panel notes that FortisBC has not differentiated between clean self-generation and
othertypes of self-generation. In the Panel’s view FortisBC should only consider removing barriers for clean cost
effective self-generation projects. Therefore, any policies to remove barriers put forward by FortisBC in the
comprehensive SGP in the Stage Il filing should apply to clean energy projects only.

Now that the Panel has considered FortisBC’s High Level Policy Statement it will address the specific Supporting
Policiesinresponse to Directive 5and other positions putforward by FortisBCin the Application.

6.0 FORTISBC’S SUPPORTING POLICIES AND POSITION ON SELF-GENERATION

6.1 Netbenefits of self-generation

In the New PPA Decision (Order G-60-14), the Commission noted BCMEU’s submission thatthere hasbeena
lot of focus on the negative impacts of aself-generating customerservingits own load with embedded cost

** ExhibitB-6, pp. 17-18, para.29.
*2 ExhibitC1-3, p. 6.

3 ExhibitC4-3, p. 4.

** ExhibitB-1, p. 30.

* ExhibitC7-3, pp. 12-15.



16

powerwhile exporting its own self-generation; however, there has been little discussion of the benefits that
could arise from an economicdevelopment perspective, if the role and responsibilities of self-generators was
more clearly defined.*®

In the New PPA proceeding, BCMEU stated that itis inthe interest of its members and the entire province to
encourage self-generators to add new generation and to encourage non-generators toadd generation. BCMEU
pointed outthatthe currenteconomicincentive [in the FortisBCservice area] toinvestin new generationona
net of load basisisverylow. The bestincentive currently available is the ability to use self-generation to off-set
load thereby avoiding power purchases from FortisBC atembedded cost rates.*’

FortisBCwas directed to address the benefits of self-generation by Order G-60-14 in order to provide aresponse
to BCMEU’s comments. FortisBC puts forward the following policy inthe Application:

Where positive net-benefits to FortisBC customers as a whole result from the instillation of

customerowned self-generation, those benefits willbe shared between the self-generating
customer providing the benefits and all the customers.*®

In the Application FortisBCalso addresses the net benefits of self-generation that should be reflected in the
Stand-by Rate schedules SBBD pursuantto Orders G-67-14 and G-46-15.

6.1.1 Compliance with Orders G-67-14and G-46-15

The Stand-by Rate filed forapproval in the FortisBC Application for Stepped and Stand -by Rates for Transmission
[Voltage] customersis arate forsupplyingelectricpowerand energy when the customer's self - generation
facilities are notin operation orare operatingat less than full rated capability.*’

In the Stand-by Rate Decision—Stage |, released concurrently with Order G-67-14 the Commission established a
meansto setthe Stand-by Billing Demand (SBBD), ademand component of the rate to recover wires charges,
somewhere between zero and 100 percent of the customers Stand-by Demand Limit. The principles to be
consideredinsetting future customer’s SBBD are to reflect the costs and benefits that distributed generation
provides to the Province. *°

In the Stand-by Rate Decision - Stage |, the Commission found that the development of principles that SBBD are
to reflect would best be determined through FortisBC’'s SGP Application.

However, after the Commission issued Stand-by Rate Decision - Stage | (Order G-67-14), itissued Order G-46-15,
dated March 24, 2015, in the matter of the Stand-by Rate Decision- Stage Il which stated:

Therefore, FortisBCis also directed to file forapproval a Tariff Supplement to Electric Tariff RS
37 that establishes the principles to be considered in setting future customer’s Stan d-by Billing

*®BC Hydro New PPA Decision, p. 101.

* BC Hydro New PPA proceeding, ExhibitC4-5, preamble.
*8 ExhibitB-1, p. 37.

* Ibid., p. 6.

> Decision to Order G-67-14, p. 56.
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Demand, no laterthan ninety days afterthe Commissionissues afinal decision on the FortisBC
Self-Generation Policy Application, which is currently underway as directed by Order G-60-14 (TS
to RS 37 Application).>*

The TS to RS 37 Applicationis meanttosetcriteriafordetermining the net benefits of self-generation fora
particular customer. Inthe Panel’s view, the net benefits reflected in the SBBD should be informed by the
broader comprehensive FortisBC SGP; however, until the Commission approves such a policy this cannot be
realized. This was likely the reason Order G-46-15 required the TSto RS 37 Applicationto be filed aftera
determination was made on the SGP Application.

In additions, SBBD was established and approved under a net-of-load construct. In the SGP Application FortisBC
is proposinga GBL construct. Furthermore, the Stand-by Rate only applies to customers who are using self-
generationto off-settheirload, andis not available to customersin the fulfillment of any power sales obligation.

In the Panel’sview itis premature as part the Stage | Decision to make any recommendations or provide
guidance onthe net benefits that should be reflected in the SBBD until after FortisBC hasa Commission
approved comprehensive SGP. As such, the Panel will only address the net benefits of self-generation asthey
relate tothe comprehensive SGP to be filed in Stage Il.

6.1.2 Potential benefits

FortisBCidentifies the potential benefits of self-generation toinclude the following:

1) freeingup of utility powerforexportif the self-generating customer’s load is reduced;

2) electricity self-sufficiency asitrelatestothe Clean Energy Act. However, such considerations should not
be pursued where the impact of doingsoincreases customerrates;

3) reducedgreenhousegasemissions;
4) apotential reductioninthe needforutility-provided network capacity;

5) reduction of transmission losses. However, whether or not this benefitis realized is dependent upon the
location of the othergenerating resourcesinthe area;

6) reductionof environmental impacts;
7) improvementin reliability. However this depends on where the resource islocated;

8) avoidance ordeferral ofinvestments. Again, in FBC's case, given the stand-by rate structure, thisis
unlikely;

9) reliefof transmission congestion; and

10) replacementor complementing of traditional power generation.>>

>! Decision to Order G-46-15, p. 24.
>2 ExhibitB-1, p. 32; ExhibitB-6, pp. 24-25.
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Tolko elaborates on the list offered by FortisBC by adding the following: reduced transmission infrastructure
from distributed generation, improved self-sufficiency of the FortisBC system, voltage support, and reduced
system losses if the self-generationis located next to load. >

FortisBC concludes thatfroma financial perspective, the most likely potential benefits from the local installation
of self-generation are due tothe deferral or avoidance of a required capital addition, such as a substation, and a

reduction in power purchases due toa reduction in system losses that could result.>*

6.1.3 Givingavaluetoa costeffective energy alternative

The Panel agrees that whether or not FortisBC removes any barriers to self-generation will depend on whether
or not there are any net benefits. The Panel also agrees with FortisBC that the most likely potential benefits
fromthe local installation of self-generation are due to the deferral oravoidance of arequired capital addition
and a reductionin power purchases.

However, more is required than justidentifying the net benefits; some methodologyhas to be agreedtoas to
how the net benefits willbe measured.

With regard to measuring those benefits FortisBC puts forward the following as its position:

As a utility with generation insufficient to meet the aggregate load of its customers, load
reduction by a single customer primarily provides an opportunity to reduce power purchases.
Whether this provides an economic benefit to FBC customers depends on whether the purchase
price is greater than or lower than the revenue generated from the customer rates.” [e mphasis
added]

BC Hydro does not measure cost-effectiveness (economic net-benefit) by comparing the purchase price of self-
generationtothe revenue generated from that customer’s rates. Rather, BCHydro states that its objectiveisto
increase generation resources on the system, through self-generation where cost-effective.>® BC Hydro further
submits thatit assesses cost-effectiveness forits DSM, including load displacement, against the LRMC of
acquiring electricity generated from clean or renewable resourcesin BC.>’ In other words, BC Hydro compares
the purchase price of self-generationtothe LRMC and if the purchase price of self-generationislowerthanthe
LRMC of clean energy resourcesin BC,thenitis considered to be cost-effective.

Assessing cost-effectiveness against the ‘LRMC of new clean energy resources’ is also consistent with the
Demand-Side Measures Regulation,*® which requires the economic benefits of DSMplans to be calculated based
on the LRMC from clean or renewable resources.” Further, one of the DSM tests is the Rate Impact Measure

>3 ExhibitB-1, Appendix D, Tolko, p. 1.

>* Ibid., p. 33.

>> ExhibitB-1, p. 28.

>® Exhibit C2-3, p. 3.

>’ Ibid., p. 13.

8B Reg. 326/2008, modified by Ministerial Order M233 dated June 4, 2014.
>? Exhibit C2-3, p. 13.
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(RIM) test, which determinesif the DSMmeasure reduces overall rates for FortisBC customers, similarto the
test proposed by FortisBCto determineif self-generation is cost-effective. However, the Panel notes that the
DSM regulations do notallow the Commission to rejecta DSM measure solely because it does not reduce rates
for all FortisBC customers (i.e. does not pass the RIM test).*°

There appears to be general agreement among the parties that self-generation projects should be considered in
the context of whetherthey are a cost-effective energy alternative (resource) for the sourcing of incremental
energy. However, FortisBC’s proposed shorter term revenue requirements/rates impact®* method and the
longerterm LRMC method used by BC Hydro and the DSM Regulation may well resultin different conclusions as
to the cost effectiveness of thatresource.

The Panel findsitself in agreement with much of what FortisBC proposes concerningidentifying the net benefits.
However, the Panelis concerned with the timing associated with the measurement of those net benefits.
Specifically, whilethe Panel recognizes, as FortisBC points out, that short term benefits are highly desirable and
an immediate benefitto all parties, the Panel observes thatasolely shortertermanalysis may notbe inthe best
interests of either FortisBCorits customers. Forexample, ameasure of the reductioninthe revenue
requirements (and the resultingimpact on customer’s rates) due to reduced short term market power
purchases does not address the many long-term benefits to self-generation identified in the potential benefits
list offered by FortisBC.

The Panelisfurther concerned with FortisBC’s shorter term perspective given that FortisBC has stated that its
generationisinsufficientto meetits aggregate load. Specifically, FortisBCis in a capacity surplus situation, but
has an energy shortage. The energy shortage is4.9GWh in 2015 and 6.4 GWh in 2016, and grows to an

82.2 GWh energy shortage by 2024.°> It may well be that the most cost effective generation to meet this
shortage is self-generation, which could be abenefit, in the longterm, to all ratepayers.

In the Panel’s view consideration of the long term benefits of self-generation should be a key consideration for
measuring the benefits of self-generation given the long term nature of aself-generation investment and the
long term needs of FortisBC. Therefore, the SGP filed in Stage Il needs to state FortisBC’s policy on how the net
benefits of self-generation are measured and include an analysis of alternate methods of measuring the long-
term benefits of self-generation including, ata minimum, consideration of: (i) the LRMC used by

BC Hydro; (ii) the LRMC used in the DSM Regulation; and (iii) FortisBC’s updated LRMC that is expected to be
filed as part of its next Long Term Electric Resources Plan (due to be filed by June 30, 2016).

6.2 Introduction to off-setting load and exporting

In the Decisionto Order G-60-14, the Commission contemplated that the FortisBC SGP would address both off-
settingload and exporting. Specifically, the Panel required FortisBC to address whether new self-generators

% FortisBC Inc. Application for Approval of Demand Side Management Expenditures for 2015 and 2016 Decision, p. 5.

*1 “As rates in general flowfrom the Company’s revenue requirement, whichis funded through customer charges, FBC
proposes that the appropriate means to adjusta customer’s charges should also flowfromany change to FBC’s revenue
requirement that the self-generation net benefit creates” (ExhibitB-1, p. 33).

®2 EBC DSM Application proceeding, ExhibitB-5, BCUC IR 1.4.1.
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should be allowed to use theirgeneration to displace their own consumption. ® The Panel also required the
FortisBCSGP to allow customers with idleself-generation capability to be able to sell excess self-generated
electricity provided the self-generating customers do not arbitrage between embedded cost utility service and
market prices. **

The Panel notes that the net benefits of self-generation are different when a customeris exporting ratherthan
using self-generation to displace theirload. FortisBC's SGP has not made a clear distinction between policies that
address customers using self-generation to off-set load and customers wishing to use their self-generation for
export. As such, FortisBC’s SGP put forward in the Stage Il filing needs to distinguish between the policies
related to customers who only wish to off-setload and the policies related to customers who wish to export.

The remainder of this Stage | Decision will also address each of these circumstances separately.

6.3 Off-setting load

The concept of load displacementin the FortisBC and BC Hydro service area, oras it has beenreferredto,
off-settingload, has notbeenraised asa concernin any proceeding before the Commission regarding self-
generation. FortisBC currently requires its self-generating customers to displace their fullload before they can
exportany self-generated electricity (net-of-load). Nointervener raised a concern with a customer’s ability to
off-setload when not exporting any self-generation.

At a highlevel, the Panel notes two significant risks with a customer wishing to use its self-generation to off-set
load. Firstisthe risk of stranded assets, and second is the risk of a customer switching between using self-
generation to off-setload and purchasing energy from the utility at embedded cost rates based on price.

In the FortisBCservice areathe firstrisk, the stranded assets risk, is largely addressed by the recently approved
Stand-by Rate, which allows the recovery of fixed costs through the SBBD. However, serviceunderthe Stand-by
Rate is optional so there still remains some potential risk of stranded assets if the customer elects not to take
stand-by service. The second risk, of a customerswitching back and forth, is somewhat mitigated through
Contract Demand.

FortisBC states that whetherthereis actually a benefit from a customer off-setting theirload through self-
generationatany giventime isdependent on the alternatives availableto FortisBCforits use of powerandthe
relative price of supply.®

FortisBCdid not include aseparate policy statement regarding self-generating customers who wish to off-set
load but do notwish to export. The Panel is of the view that disclosing whether or not off-settingis permissible,
evenwhen notexporting, isanimportant component of a SGP. Clarification of this point will help ensure all
customers are treated ina fairmannerand will help ensure there is no unjust, unreasonable, unduly
discriminatory orunduly preferential treatment. Further, it will provide key information to assist customers
considering makinginvestmentsin self-generation.

® Decision to Order G-60-14, p. 103.
64 .

Ibid.
®> ExhibitB-1, p. 28.
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Therefore, the SGP filed in Stage Il needs to include a policy statement for: (a) customers that wish to use self-
generation to off-setload but are not exporting any self-generation; and (b) customers that wish to export
self-generation but only after off-setting their full load.

The Stage Il filing should also identify any material risks or barriers to such activities and include policies on
how those risks can be mitigated and barriers removed. In addition, FortisBC needs to address any restrictions
on generator type taking into consideration the applicable sections of the CEA and the BC Energy Plan. The
concept of potentially goingastep furtherthan removingbarriers andincenting load displacement is addressed
separatelyinSection7.1.

6.4 Exporting

FortisBCstatesthat at a high level it expects to address the issue of exportingand arbitrage through the GBL
Guidelines Application, which likely willadhere to the following policies (Three Export Policies):

1. FortisBCcustomers with self-generation should have the ability to sell some of the powerthey generate
[identified asincremental] to third parties subject to the principles below.

2. Self-generating customers cannot arbitrage between FortisBC's embedded cost utility servicerates and
pricesavailable for powersalestothird parties, meaning that FortisBC will not be required to supply any
increased embedded cost of service to acustomersellingits self-generation output to market.

3. The mitigation of arbitrage will be accomplished through the use of a GBL which denotes that portion of
a self-generating customer’s own load which it had served in the past and must continue to serve.®®

FortisBCstatesthat its principlesare based on andin compliance with Order G-38-01 and in compliance with
that as required by Order G-60-14. Order G-38-01 was a direction to BC Hydro while Order G-48-09 (BC Hydro
Section 2.1 of the 1993 PPA Decision) extended the principles to FortisBC. *’

FortisBC states that CEC believesit may be appropriate for FortisBCto have a different GBLPolicy and
methodology than that of BC Hydro.®®

BCMEU notes that “past Commission decisions should be used for context of the matterbutit is not necessary
or desirable totry and develop aself-generation policy thatis entirely consistent with all past decisions. Thisis
an opportunity fora ‘clean slate’ decision that will become the guiding document on matters pertaining [to] self-
generation.”®

Celgarsubmits that “Order G-38-01 hasrun its course. Times have changed and policies have evolved.
Maintaining the status quo (from whatever starting pointis selected) forits own sake cannot reasonably be a
basisfor ongoing policy development. FortisBC's proposed self-generation policy is based on the concept of
‘incremental self-generation’ from the date of Order G-38-01 - a pointin time that is 14 years past.””°

* Ibid., p. 27.

*7 ExhibitB-7, pp. 6-7.
*8 ExhibitB-1, p. 24.

® ExhibitC5-2, p. 1.

70 ExhibitC7-2, para.65.
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(i) Circumstance impacting Order G-38-01

The Panel notesthat the proceedingthatled to Order G-38-01, was established to review issues pertaining to
the obligation to serve those industrial customers with self-generation capability that have indicated adesire to
sell the powerthey generate at market prices and take increased load requirements under Rate Schedule 1821.

In the BC Hydro Section 2.1 of the 1993 PPA Decision (Order G-48-09) the Commission summarized the issue
considered by the Commission in Order G-38-01 as “whetheror nota self-generator who was a BC Hydro
customeroughtto be allowed to purchase powerfrom BC Hydro to service their respective ‘domestic’ load or
base load at embedded cost rates, while atthe same time selling their self-generated powerinto the market at
whatevernegotiated or spot price would accrue to the self-generator as profit. The difference between the
embedded cost price and the negotiated or spot price would accrue to the self-generator as profit [arbitrage].”*

In 2001, the time of the Order G-38-10 Decision, high natural gas prices [fuel source for generators] hadidled
some of the self-generation capacity as it was not economical to use it to off-setload as compared to BC Hydro’s
embedded costrates; however, this generation would be profitable at market prices forelectricity available
outside of British Columbia.”

Order G-38-01 stated thatthe Commission must act to meet the complimentary objectives to:

1) Create conditions which allowthe utility to safeguard its own supply to British Columbians at lowest
cost;

2) AssistBritish Columbia industries with idle self-generation to capitalize on current market
opportunities; and

3) Help mitigate the potentialenergy shortagein the US [and assist BC Hydroin replenishingits
reservoirs].”?

BC Hydro accepted that “the sale of truly ‘idle’ generation into the market may not harm otherratepayers, as
long as the increased take of RS 1821 electricity were notabove the normal historical levels, to produce current

‘idle’ capacity.”’* By Directive 10of Order G-38-01 the Commission ordered the following to meet those

objectives:

The Commission directs B.C. Hydro to allow Rate Schedule 1821 customers with idle self -
generation capability to sell excess self-generated electricity, provided the self-generating
customers do not arbitrage between embedded cost utility service and market prices. This
means that B.C. Hydro is not required to supply any increased embedded cost of service to

a RS 1821 customersellingits self-generation output to market. The Commission recognizes that
considerable debate may ensure over whether aself-generator has metthe principle [no
arbitrage], butthe Commission expects B.C. Hydro to make every effortto agree ona customer
baseline [GBL], based either on the historical energy consumption of the customerorthe
historical output of the generator.

"t BC Hydro Application to Amend Section 2.1 of Rate Schedule 3808 Power Purchase Agreement, Order G-48-09, Decision
dated May6, 2009p. 10.

72 Commission Staff Report, p. 1, to Order G-38-01.

% Order G-38-01, preamble paragraph F, Staff Report p. 2.

% Commission Staff Report, p. 1, to Order G-38-01.
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Order G-38-01 Directive 3states: “The sales contracts are to be negotiated by the eligible self-generatorand
B.C. Hydro/Powerex oranindependent marketer...”

The requirement forgeneratorbaselines, or GBLs, for BC Hydro's self-generating customers which sought to sell
intothe export market was confirmed. Ratherthan define away to calculate BCHydro’s obligationto serve, the
GBL (whichis meanttosafeguards against arbitrage) defined the level a customer must self-supply based on
historical energy consumption which has been described as ‘incremental’. The notion of ‘arbitrage’ asusedin
relationto GBLs was the preservation of the “status quo”, such that BC Hydro’s obligation to serve was limited
to theload served at a particulartime, and self-generating customers were required to continue to serve that
portion of theirown load which they had servedinthe past.”

The Commission did not allow the self-generatorto sell all of its self-generation and have its full load served by
BC Hydro, rather Order G-38-01 resulted inasharing of benefits. The Commission stated that the resulting
arrangements between Howe Sound, Powerex and BC Hydro can be understood as the sharing of proceeds
attributable to Howe Sound (HSPP) operating otherwise idle self-generation freeing up BCHydro resources for
export by Powerex.

(ii) Order G-38-01 as itappliesto BC Hydro today

To date no BC Hydro self-generating customer has exported energy outside of the province orto a third party.
Rather BC Hydro addressed the complimentary objectives set out by the Commissionin Order G-38-01, enabling
industrial customers to capitalize on current market opportunities by exporting theiridle generation to

BC Hydro, and safeguarded BC Hydro’s own supply through a GBL based on historical energy consumption.

Today, BC Hydro’s Commission approved Contracted GBL Guidelines are used to establish GBLs for BC Hydro
EPAs and LDAs. The BC Hydro Contracted GBL Guidelines share the underlying principles espousedin

Order G-38-01 thatthere should not be arbitrage between embedded cost utility service and market prices.
However, BCHydro’s use of Contracted GBLs is quite different from the use of baselines contemplatedin Order
G-38-01"° and are not used to define BC Hydro’s obligation to serve.”’

BC Hydro statesitis concerned thatthe Commission and others are undera mistaken assumption that BCHydro
self-generating customers are buyingembedded cost electricity from BC Hydro and simultaneously selling
electricityinexport markets.”®

BC Hydro states that the Contracted GBL does not enable electricity sales by aself-generatorto export markets.
Thisis an important distinction because under BCHydro’s approach the incremental generation capability
remains usable within the province toserve load. When poweris exported out of the province, itis notavailable
to serve loadinthe province and a utility capacity resource is withdrawn from the load-resource balance

> New PPA Decision, Appendix C, p. 2 of 11.

’® ExhibitC2-3, p. 9.

7 BC Hydro Contracted GBL proceeding, ExhibitB-1, pp. 13-15.
"8Exhibit C2-3, p. 10.
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precisely when the resource is most valuable. The transfer of the export opportunity using utility resources from
the utility to the self-generatorimposes an opportunity cost to ratepayers.””

In consideringthe Three Export Policies putforward by FortisBC (as noted in Section 6.4) the Panel will, in
additiontobeingguided by the Framework for Evaluation, address its interpretation of Order G-38-01 as it
appliestothese policies.

6.4.1 Abilityto exportself-generation to a third party

FortisBC puts forward its SPG position on exporting asfollows:

FortisBC’s customers with self-generation should have the ability to sell some of the power they
generate to third parties [subject to certain safequard].*

FortisBC states that is not “encouraging” exports, norisit mandating whetheraself-generating customer uses
its self-generation forself-supply, salesto FortisBC, or export. Its proposed policy would accommodate the
exportsituation provided forin Order G-38-01 that has been the object of a directrequest by one of its
customers, and the focus of several regulatory processes preceding the SGP Application.®

BC Hydro submits thatitis very concerned with the “export of powerto a third party” (otherthan to the utility)
and submits that “the FortisBC self-generation policy has been focused on developing policies, principles and
ratesto enable self-generatorsinthe FortisBCservice areato simultaneously purchase electricity from FortisBC

(at embedded cost rates) and sell electricity to third parties in export markets.”®

BC Hydro further submits that “itappears the proposed self-generation policy for the FortisBC service area
wouldinvolve FortisBC offering services that allow self-generating customers to elect, onashort term
opportunisticbasis, whetherany self-generation in excess of aCommission approved generator baseline ( ‘GBL’)
will be deemedtoserve the customer’s load or deemedto be exported, and FortisBC would cause the export to

occur via the provisions of utility generated capacity.”®

Celgar states that “the sale of self-generation outputin response to spot market prices should be prohibited”®
and submits thatitdoes not intend, and has neverintended (forits below-load energy), to participate inthe
hour-by-hour markets, as do utilities.®

The Commission, inthe New PPA Decision, stated it believes the capacity chargesinthe underlying rates would
be a disincentive for self-generating customers to participate in hour-by-hour markets forits below-load energy

" Ibid. pp. 9-10.

8 ExhibitB-1, p. 27.

&1 ExhibitB-7, p. 7, para. 20.

8 ExhibitC2-3, p. 27.

8 Ibid., p. 2.

8 ExhibitC7-2, para. 55.

8 BC Hydro New PPA Decision; ExhibitC5-10, para.58.
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and as a result they most likely would not be participatingin these types of transactions. *® Celgaralso
recognized this mitigating control in its submission. ®’

FortisBCstates that BC Hydro’s presumption that FortisBC proposes to offer services that allow self-generating
customerstoelect, ona short-term opportunistic basis, whetherany self-generation in excess of aCommission
GBL will be deemed to serve the customer’s load or deemed to be exported is not the case.®® FortisBC further
submitsthatifit evertranspired that a self-generating customer of FortisBC soughtto engage in “shortterm
opportunistic” behaviour, FortisBC anticipates that the customerwould be prevented from doing so through
specificprovisionsinthe GBLGuidelines. Indeed, more generally, the concept of a GBLis intended to provide
the predictability that might otherwise be lacking; allowing short-term manipulationin this regard is inconsistent
with that objective.?’

Consistent with the Commission’s determination in the BC Hydro Contracted GBL Guidelines Application®®, the
Panel does notagree with BC Hydro’s distinction between exporting to a third party and exporting to the utility.
In the Panel’sview, the issue is not whether the energy goesto a third party or to the self-generator’s service
provider (the utility) as both constitute an ‘export’. Whether the electricity physically leaves the plant site of the
self-generator, as proposedinthe FortisBCservice area, oris deemed to leave thatsite, asin the BC Hydro
service area, is still an export of energy. The end-source of the disposition of that energy seems irrelevant.
Further, Order G-38-01 did not differentiate between selling powerto BC Hydro/Powerexand a third party.”*

Order G-38-01 allows exportingto third parties (subject to certain safeguards) outside the province in orderto
allow British Columbiaindustries with idle self-generation to capitalize on current market opportunities. BC
Hydro’s self-generating customers are able to capitalize on long term market opportunities, not by exporting to
a third party but, through EPAs and LDAs with BC Hydro. Simply because FortisBC may not have the same
circumstancesto allow themto purchase its customers’ generation should not preclude the self-generator from
beingable toexporttoa third party. FortisBC's SGP on exporting should not be limited by whom the exportis
goingto; rather, FortisBC's safeguards need to be tailored to address both exporting to athird party and to the
utility.

For these reasons, the Panel supports a policy that allows self-generation customers to exportincremental
self-generation to a third party subject to certain safeguards. However, the Panel does not support a policy
that would allow a self-generating customerto elect, on a short term opportunistic basis, whetherany
incremental self-generation will be deemed to serve the customer’s load or deemed to be exported. This
couldresultintrue arbitrage, which the Panel will address in more detaillater. Furthermore, allowing a
customerto electhow it will use its self-generation energy on a short-term basis would most likely not meet the
objective of removingthe Section 2.5 Restrictions.

Yo Hydro New PPA Decision, p.3

8 ExhibitC7-2, para. 55.

# ExhibitB-7, pp. 2-3.

8 Ibid., p. 4.

l:' Hydro Contracted GBL Guidelines Decision, pp.17-18.
°' Order G-38-01, Directive 3.
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Therefore, the SGP filed in Stage Il needs to address both exporting to a third party, and exporting to FortisBC
(the conceptof exportingto FortisBCis furtheraddressed in Section 7.2). The SGP filed in Stage Il also needs to
identify any tariffs, agreements, rate schedules, interconnectionissues, transmission access issues and any
business practices necessary to facilitate such transactions.

6.4.2 Safeguards— mitigate the risk to otherratepayers

The Panel has indicated it supports a policy that would allow for exporting to both the utility and to third parties
and also agreesthat certain safeguards needto be in place. Order G-60-14 directed FortisBCtoensure, asa
safeguard, thatits SGP did not allow forarbitrage, consistent with Order G-38-01.

6.4.2.1 Arbitrage

Order G-38-01 allowed customers with idle self-generation capability to sell excess self-generated electricity,
provided the self-generating customers did not arbitrage between embedded cost utility service and market
prices. Order G-38-01 established a customer baseline concept (GBL) to safeguards against this type of arbitrage.
The customerbaseline defined the amount of electricity a customer must self-supply on the basis of normal
historiclevels of self-supply. Any electricityin excess of the customer baseline was considered incremental. This
resultedinthe customerbeing required to continue to serve that portion of theirown load which they had
servedinthe past (status quo) before being permitted to exportany incremental electricity.

Nelson Hydro, with whom FortisBC consulted in preparing the Application, defines arbitrage as simply the means
of buyingand selling the same power.’> BC Hydro notes that while other definitions are available, the FortisBC
Application provides the following definition of arbitrage from Black’s Law Dictionary: “Aninvestment strategy
involvingthe simultaneous purchase and sale of two assetsin orderto capitalize on small price or rate

discrepancies. The intent of the strategy is to generate a profit with aminimum amount of risk.”*?

BCSEA submits that “the term ‘arbitrage’ is too fraughtto be useful in defining FBC's policy regarding customers

self-generation for export.”*

BC Hydro submits thatthe issues are whetherthe activities will be (i) beneficial to ratepayers, (ii) detrimental to
ratepayers, or (iii) neutral (no harm) to ratepayers; andif thereis a risk of harmto ratepayers (including
BC Hydro ratepayers), what measures will Fortis BC putin place to mitigate or eliminate those risks?*®

FortisBCreplies stating: “specifically in relation to ‘arbitrage’ that FortisBC’s obligation to consult and formulate

high-levelprinciples was framedin Order G-60-14 and the accompanying reasons. FortisBC has therefore

referred to ‘arbitrage’ inits proposed high level principles to complying with a direction from the Commission.””®

2 ExhibitB-1, Appendix D, Nelson Hydro.
3 ExhibitB-1, pp. 11-12.

** ExhibitC4-3, p. 5.

% ExhibitC2-3, p. 15.

% ExhibitB-7, p. 35, para.103.
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Nonetheless, FortisBCstates, “itis notany particular definition of arbitrage that should determinewhetheror
not the activities of aself-generator should be permitted by the Commission. Rather, itis the potential outcome
or impactthat such a sale may have on the utility and its other customers that should be the primary
consideration.”’

The Panelisaware that there has been a lot of confusion around the term ‘arbitrage’ and how it appliesin this
context. The conceptand the arguments are well known by all parties in this proce eding but the Panel believes
clarificationisrequiredin orderto assist FortisBC in formulating the GBLGuidelines.

The concept of arbitrage as it relates to self-generation was firstaddress by the Commission in Order G-38-01.
The Commission addressed itin several other proceedings following Order G-38-01 but of most relevance here
are the FortisBC’s Application for the purchase of assets of the City of Kelowna, Phase 11°® (Kelowna Decision)
and the BC Hydro Contracted GBL Guidelines Decision.

The Kelowna Decision found that “inthe Commission Panel’s view, true arbitrage can only occur where a self-
generating customer purchases more energy thanisrequired toserve its actual load at any momentin time, as
would be the case for any customer.”*® [Emphasis Added] This Panel appreciates the distinction and concurs.

In the current context of this Applicationthe word ‘arbitrage’ is beingusedin adifferent way asitwas in Order
G-38-01. Order G-38-01 allowed forthe difference between the embedded cost price and the negotiated orspot
price to accrue to the self-generator as profit. However, as long as this ‘arbitrage’ was not to the detriment of
otherrate payersitwas not consideredto be ‘arbitrage’. This was achieved by having the customer lockinto an
amount of self-supply (based on historical levels) before exporting would be permitted.

Thisis where the confusion lies, as acknowledged by FortisBCand, as noted by certaininterveners. Thereis
some circularity in defining arbitrage with reference to the GBL whenthe GBL isitselfintended to prevent
arbitrage.™®

In the Contracted GBL Guidelines Decision the Commission stated thatthe term ‘arbitrage’ was likely not the

101 . .
”=**This Panelis

correct term and requested that BCHydro refertoit as “mitigate the risk to otherratepayers.
also persuadedthatthe use of the word ‘arbitrage’ is not particularly helpful in this application. On the contrary,
it seemsto be subjecttological errors of both commission and omission related to the equivocal nature of its
use by parties. The Panel agrees that the keyissue with regard tothe purchase and sale of electricity by a
customer with self-generation is whether such activities are beneficial, detrimental or neutral as far as their
impacton otherratepayers. FortisBCalso agrees that the acceptability of the activities of a self-generator should

be evaluated against their potential impact on other utilityratepayers.*®

7 ExhibitB-1, pp. 16-17.
%8 FortisBC Application for a Certificate of Public Convenienceand Necessity for the Purchase of the Utility Assets of the City
of Kelowna Phase2, Order G-191-13 with reasons for decision dated November 22, 2013.
% FortisBC’s Application for the purchaseof assets of the City of Kelowna, Phasell, Executive Summary.
100 o
ExhibitB-7, para.104.
101 gc Hydro Contracted GBL Decision, p. 24.
192 ExhibitB-1, p. 17.
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Accordingly, the Panel clarifies the language used in Directive 5 of Order G-60-14 from ‘ensure that arbitrage is
not allowed’ to ‘mitigate the risk to otherratepayers’ due to differences between the regulated rates and the
contract or market price. Consistent with the Commission directive to BCHydro in the BC Hydro Contracted GBL
Guidelines Application, the Panelwould like FortisBCto eliminate the word ‘arbitrage’in any policy or guidelines
that it may put forward in future filingand replace it with ‘mitigatethe risk to otherratepayers’. The Panel
hopes thatthis will help alleviateany further confusion.

For these reasons, the Panel supports a policy that allows customers to export self-generated electricity, as
long as the risk to other ratepayers due to the difference between the regulated rates and the contract price
or market price is mitigated.

What still needs to be addressed are the specificmeasures FortisBC needs to putin place to mitigate those risks.
FortisBC proposesto use a GBL construct as a way to mitigate those risks based onthe principlessetoutin
Order G-38-01. Specifically, the GBLconstruct proposed by FortisBCembodies a concept whereby the amount of
self-generation that a customer must use to off-setits load before it will be allowed to export any self-
generationis defined by abaseline, known as a GBL, and any export of self-generation above thatamountis
deemedtobeincremental.

The Panel will first consider FortisBC's proposed GBL construct and then address FortisBC’s proposal to use
‘incremental’ self-generation to setthe GBL based on the customer’s historical level of self-generation used to
serveitsload.

6.4.3 GBL construct

FortisBC puts forward a GBL construct to be used to mitigate the risk to otherratepayers due to differences
between the regulated rates and the contract price or market. Specifically, FortisBC’s positioniis:

The Company willnot provide embedded cost powerto a self-generating customer at any time
when that customer is selling self-generated powerthatis notin excess of its load except where
such sales are made above the level of a Commission approvedgenerator baseline (GBL). ***

FortisBCdescribes the GBL construct as defining how much self-generation must be used forself-supply, with
any powerabove thateligible for export without being considered arbitrage (i.e. toresultina material risk to
otherratepayers)'®

FortisBCalso states that the relative benefits or drawbacks of any particular self-generatorshould not be

reflected in determininga GBL.'®

BC Hydro states that FortisBC suggests that electricity sales “made above the level of aCommission approved
GBL” in effectshould be deemed notto be arbitrage. In BC Hydro’s view that approach misses the point—the

193 bid., p. 13.

Ibid., p. 17; ExhibitB-6, p. 33, para.66.
195 Exhibit B-6, para.53.

104
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issueis whetherthe proposed activities are in the publicinterest and not whetheritfalls within the definition of
arbitrage.*®®

Celgarstatesthatinitsviewitis much clearerto recognize that GBLs define the obligation to serve, not that
GBLs preventarbitrage [mitigate the risk to otherratepayers]. Once the obligation to serve is defined by a GBL,
then the self-generation output that must be used for self-service has been defined. **’

Celgarfurthersubmits thatit believes the GBLGuidelines should incorporate principlesfromthe 1999 Access
Principles Application (APA)tothe obligation to serve. Celgaralso considers the APA and the obligation to serve
to be inextricably linked to one another.*®®

In considering the GBLconstruct to mitigate the risk to other ratepayers, as put forward by FortisBC, the Panel
will address the following four matters that have beenraised:

()  BCHydro’spublicinterestconcern;

(i)  FortisBC’s position thatthe net benefits are not reflected in determining a GBL;
(iii) Celgar's positionthatthe GBL should definethe obligation to serve; and

(iv) Theroleof the APAindefiningthe obligationtoserve.

(i) BC Hydro’s publicinterest concern

The Panel has clarified the confusion around the use of the term ‘arbitrage’ and believes this should partially
address some of BC Hydro’s concerns. The Panel has also determined thataself-generatoris entitled to export
to eitherthe utility orathird party as longas the risk to otherratepayersis mitigated. The GBL construct put
forward by FortisBCisinaccordance with this general principle. The BCHydro Contracted GBL Guidelines
embody this same construct and, given that the Panel hasalso determined thatthere is no differencebetween
exportingtoa third party and exporting to the utility, the Panel suspects that BC Hydro’s concern has been
alleviated. The FortisBC GBL Guidelines Application, to be filed in Stage I, will be reviewed by the Commission
and onlyif they are determinedtobeinthe publicinterestisthere apossibility they would be approved.

(ii) Net benefits reflected in determining a GBL

FortisBCindicates that where there are positive net benefits for the installation of a self-generating
facility, those benefits would be shared with the self-generating customerand all other customers.**
FortisBC proposes that:

The overriding principle is that both costs and benefits should be recognized and accrue to both
the self-generating customerand [FortisBC] customers in generalon a shared basis. **°

1% ExhibitC2-3, p. 15.

197 Exhibit C7-5, p. 17, para. 60.
108 Ibid.,p. 1, para.2.

199 ExhibitB-1, p. 33.

"% bid., p. 35.
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FortisBC proposes the sharing of the net benefits should be done through an adjustment to the customers SBBD
as setout inthe Stand-by Rate. FortisBCalso states that the net benefits should not be reflected in determining
aGBL.'™

None of the interveners otherthan Celgar opposed asharing of net benefits. Celgarbelieves that the benefits of
self-generation do notbelongto FortisBCorthe customers and would like to ensure that the benefits of self-
generation are accrued to the self-generator that made the investment in its generation assets.**> Celgar
believes thatthe utility has an obligation to serve the self-generators fullload and the self-generator should be
freetodo as it wishes withits self-generation, including exportingit. Celgar further submits that FortisBC’s
proposed policies would have the Commission dictate the use thata Self-generation customer may make of its
own self-generation output.'™

In addition, Celgar states that:

..there can be no dispute that private investmentin self-generation provides benefits. If used
for load displacement, it saves BC utilities from the marginal costs of generating or purchasing
the incremental energy that otherwise would be needed to supply the self-generation, and
avoidsforthe self-generatorthe cost of purchasing power at utility rates. If sold, it provides
revenue tothe self-generator. ltadvancesthe Province's goal of energy self-sufficiency if not
exported outside of the Province. And, in the case of self-generation from clean sources, it could
promote clean energy and reduce carbon emissions."**

The Panel notesthat Celgar also requests that the Commission, through the self-generation policy, first
determine whetherinvestors orotherratepayers needs to benefitfrominvestmentsin self-generation. “Celgar
believes that the Commission should providereasons that clearly articulate whetheritintends to dictate the use
of self-generation output forself-generation customers - whetherdirectly, such as through animposed GBL
mechanism, orindirectly, such as through "net-of-load" based service denial —or whetherinvestorsin self-
generation should be entitled to determine the use of their self-generation.”***

In the Panel’s view a policy thatresultsin the sharing of net benefits with the self-generatorand the ratepayers
does notdictate the use thata self-generation customer may make of its own self-generation outputas
suggested by Celgar. Rather, the self-generator should take into consideration the policies a utility has around
self-generation and from there make adecision on how to use that self-generation within those boundaries.
Furthermore, the Panel also does not support Celgar’s position that all the benefits of self-generation should
accrue to the self-generatorand therefore the self-generator should be entitled to exportits full load. Self-
generation installed on the customer’s side of the point of delivery (downstream of the customer’s meter),
provided advantages tothe investorthatinvestments in transmission connected generation, such asan
independent power producer, does not. Mostimportantly the key benefitisits ability to use some, orall, of its
self-generation to off-setitsload. Inthe Panel’s view the benefits of those advantages should be shared with
ratepayers.

" Exhibit B-6, paras. 53-54.
12 EyhibitB-1, pp. 10, 30.
13 Exhibit C7-5, p. 5.

" 1bid., p. 2.

5 1bid., p. 6.
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At the same time, the Panel also has concerns with the net-of-load concept where the benefits are limited to
reduced purchases from FortisBC. In the Panel’s view, most of the benefits of self-generation under the net-of-
load construct go to the ratepayer. The basis for this conclusion comes from Order G-38-01 which did not allow
self-generatorstoincrease their supply of embedded cost energy becauseit would cause harmto other
ratepayers when there are high export electricity market prices and low embedded cost of service ."*® If

increasingload causes harm underthese circumstances, then off-setting load logically must benefit ratepayers.

Although, FortisBCstates that whetherthere is actually abenefit from a customer off-setting theirload through
self-generation atany giventime is dependent on the alternatives available to FortisBC forits use of powerand
the relative price of supply,*'” FortisBC must generally consideritto be a benefitorit would not have proposed a
GBL construct on the basis of the historical level of self-generation used to serve load.

For these reasons, the Panel supports an overriding principle where both the costs and benefits (net benefits)
are recognized and accrue to both the self-generating customerand FortisBC’s customers on a shared basis.
However, the Panel does have concerns with FortisBC’s proposal for sharing of the net benefits.

The Panel does not support FortisBC’s proposal that the sharing of benefits are best reflected in the Stand -by
Rate’s SBBD. The Stand-by Rate is not available toreplace energy thatis being exported andis only availablefor
that portion of the load that is being off-set. Further, the SBBD was designed under the net-of-load construct
and did not take into consideration a GBL construct.

The Panel supports a concept whereby the relative benefits or drawbacks of self-generation are reflected in the
GBL. The baseline established in Order G-38-01 was precisely that; ameansto share the benefits between the
self-generatorandthe utility. The customer with self-generation was allowed to capitalize on current market
opportunities while ensuring that ratepayers were no worse off by requiring the self-generatorto continue to
off-setaportion of load that would not harm otherratepayers. This allowed the ratepayers to continue to
realize the benefit from the utility not having to supply that portion of the self-generatorload, which is abenefit
to ratepayers. For this reason, the Panelis of the opinion that the very nature of the GBL designistoreflectthe
relative benefits or drawbacks of a particular self-generator. Therefore, the Panel supports a policy whereby
the sharing of the net benefitsis reflected through the GBL.

(iii) The obligationtoserve

In the BC Hydro Contracted GBL Guidelines Decision the Commission confirmed that a GBL established fora
customerexportingto a third party is analogous to two sides of the same coin; the GBL must be designed to
bothidentify how much self-generation a customer has available for export and identify the amount of residual
plantload that the serving utility has an obligation to serve as set outin the customer’s contract demand.**®

116

Commission Staff Report, p. 1, to Order G-38-01.
"7 ExhibitB-1, p. 28.
18 ¢ Hydro Contracted GBL Decision, pp. 20-21.
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FortisBC has putforward a GBL construct that is meantto define the level aself-generatorthat must use for
self-supply before exportingis allowed. FortisBC states that the GBL consequently defines the supply obligation

of the utility [i.e. the customer’s load minus the amount the customeris required to self-supply.]**’

Celgarstatesthat the obligation to serve isafoundational principlethatis either expressly orimplicitly
recognized in most, if notall, past Commission decisions regarding self-generation."*° Celgaralso holds that the
utility has an obligation to serve the self-generator’s full load."**

The Panel has several concerns with Celgar’s view of setting the GBLon the basis of the utilities obligation to
serve.

First, it does not address the concept that the Panel has already endorsed of aself-generatoronly beingable to
sell self-generation thatis not a risk to otherratepayers. Celgar’s proposal does not address orensure thatrisk
to otherratepayersis mitigated.

Second, Celgar has stated, and the Panel has already disagreed, that a self-generator should be entitled to have
itsfull load served by the utility and that the utility has an obligation to serve that load. Celgar’s proposal to
have the GBL set on the basis of the utility obligation to serve afull load would resultin a GBL of zero and thus
rendering the GBL concept moot. Furthermore, underthis proposal all the benefits would go to self-generator
and there would be no sharing of benefits.

Finally, the Order G-38-01 proceeding was set up precisely to definethe obligation to serve customers with
self-generation, as evidence by the title of the proceeding: BCHydro’s Obligation to serve Rate Schedule 1821
Customers with Self-Generation Capacity Application. The issueto be resolvedin that proceeding was whether
and to what extentaself-generator can sell its self-generation output while taking power at embedded cost
rates. In that proceeding there was no determination made that the starting point was determining the
obligationtoserve, rather quite the opposite. The Panel determined that abaseline was set on the basis of how
much the customerhadto self-supply. The obligation to serve was implicit: the customer’s load less the amount
the customerwas required toself-supply.

For these reasons, the Panel supports a GBL construct to mitigate the risk to other ratepayers that demarks
the amount of electricity that the customer must generate for self-supply prior to using any self-generation
for export. As pointed out by FortisBC, this consequently defines the supply obligation of the utility.

Celgar furthersubmits thatit believes that the GBL Guidelines should incorporate principles from the 1999 APA
to the obligation to serve and that the APA and the obligation to serve are inextricably linked to one another.'*?
Althoughthe Panel has determined thatthe GBLis not setin relationtothe obligationtoserve it will address
Celgar’s submission to provide clarity on the differing viewpoints.

9 ExhibitB-1, p. 2
120Exhibit C7-5, p. 1.
21 ExhibitB-1, p. 18.
122 Exhibit 7-5, p. 1.
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(iv) 1999 Access Principlesin the context of self-generating customers

In the mid-1990s power marketsin the United States were being deregulated. In 1995 the British Columbia
Electricity Market Review recommended that all utilities owning transmission assets submit transmission service
tariffs. In 1998 FortisBC (then West Kootenay Power)filed with the Commission both a Transmission Access
Application seeking approval of wholesale transmission access and retail transmission access forits industrial
and municipal customers, and the Access Principles Application (APA).

The APArelated primarily to the treatment of customers, who were then supplied with fully bundled embedded
cost electricity service. The Access Principles contained in the APA provide the terms foraccess to wholesale
transmission service so thatall or a portion of a customer’s load could be provided by non -Utility sources such as
independent power producers or marketers. The Access Principles established conditions under which the
customer may do so and underwhich the customer may laterreturn to obtaining electricity supply fortheirload
from FortisBC. The goal of the APA was to encourage the development of acompetitive generation market.

Having Access Principles was necessary because if an eligible customer was to exit FortisBC service in favour of
an alternative supplier, the customerwould be taking the risk that the alternative supplier could default leaving
the customerwithout powerforits facilities and equipment. The conditions on re -entry (Fair Treatment and Re-
Entry Provisions)to FortisBCservice contained in the Access Principles are a critical factor for any customer
considering exiting Fortis BCsupply underthe Access Principles.

The APAwas reviewed through anegotiated settlement agreement and by Order G-27-99 the Commission
approvedthe Proposed Settlement Agreement (PSA) but note that “nothing in the PSA provides a precedent for

other utilities or circumstances.”**

Up until now, no customer has everchosento exitembedded cost service forathird party supply source using
the APA. Further, the objectives to encourage the development of a competitive generation marketasa
practical alternative to utility supply never developed.***

Application

Directive 50r Order G-60-14 directed FortisBCto addressinthe SGP Applicationthe Access Principlesin
the context of self-generating customers. The Panel also requested further submissions on the
Applicability of the APA Decision as one of the questions onthe Panel’s Issues List.

Specifically, Question 2 stated: Should the 1999 Access Principles established in Order G-27-99 apply to
self-generating customersinthe FortisBC service area?

In response tothis directive FortisBC put forward the following policy in the Application:

In FortisBC’s view, the 1999 Access Principles were developed for use in circumstances thatare
fundamentally different than the disposition of a customer’s self-generation, and applying the

122 Order G-27-99, directive 1.
% ExhibitB-1, p. 20.
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Access Principles to self-generation useis a fundamentalmisapplication of the Access Principles
underthe conditions included by the Commission in Order G-27-99 and [the] accompanying
Decision.**®

FortisBC states that the Commission should concludethat the Access Principles does not apply to self -generating
customersinthe FortisBCservice territory.126

Submission

FortisBC further clarifiesits position stating that there is no question that the Access Principles apply to self-
generating customersinthe case where a portion of load not served by self-generationis servedinwholeorin
part froma third party source.™’

FortisBCarguesthat “An alternate supplier was never considered to be self-supply, and self-supply does nothing

to furtherthe objective of fostering competitive generation market that was the focus of the APA

proceeding.”*?®

Celgar’s position has beenthatitis not relevantif the supplyisfromathird party or isself-supplied because the

APA applies to “Eligible Customers who choose to obtain some or all supply from ‘non-Utility resources”."*’

FortisBC's view isthat the Access Principles were developed foruse in circumstances that are fundamentally
different than the disposition of a customer’s self-generation."*® FortisBC argues the potential impact of
extendingthe Access Principlesto customers with self-generationisto allow a self-generating customerto
withdraw or partially withdraw from FortisBCserviceforits load requirements through the use of self -
generation asthoughithad done so usinga third party for supply. FortisBCargued that this would allow a
customer with self-generation who opts forenergy supplied by anon-Utility supplier [includingitself] to return
to embedded cost service with the utility after providing two-year notice of theirreturn without regard to the
impactits return may have on other customers.**'

Celgaris of the view thatthe Access Principles are fully applicable in the context of self- generating customers.
As such, Celgar believesthatan obligation to serve aself-generation customer’s full mill load at embedded cost

rates continues to exist.**

Celgarfurthersubmits that APA, while implicitly recognizing the obligation to serve, explicitly establishes the
basis upon which customers are entitled to leave and return to utility service. The underlying principle
supportingthe APA, the obligation to serve, is not waived by a customer taking service from anothersource.**

125 ExhibitB-1, p. 20.

12 ExhibitB-6, p. 10.

27 bid., p. 9. [Emphasis Added]
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129 Appendix A, p. 1, to Order G-27-99. [Emphasis Added]
3% ExhibitB-1, p. 20.
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Celgararguesthisissue, and the issue of whetherthe APAis applicable to self-generating, customers has been
previously considered by the Commission and should not be revisited by this Commission Panel.**

FortisBC acknowledges that some Commission determinations since 2010 seemed to suggest that by virtue of
the APA, FortisBC may have an obligationto supply atleast some embedded cost power to those self -generating
customers who also qualify as ‘Eligible Customers’ underthe APA even while they are exporting generation that
isnot net-of-load, as long as there is no BC Hydro RS 3808 energy in the mix."*

However, FortisBC further states that “the importance of the 1999 Access Principles tothe currentdiscussionis
greatly diminished in light of more recent decisions, particularly the New PPA Decision. Indeed FortisBC believes
it isrendered moot with a prohibition on arbitrage in place”**®. FortisBC states that GBL Guidelines would satisfy
the anti-arbitrage conditionin Directive 5 of Order G-60-14 and avoid the need toresolve the issue of whether
the APA applies within the context of self-generation.”’

Nevertheless, FortisBC states that the fact that the Commission has raised the question here con firms that this
issue was neverfinally determined.

BCOAPO, BCHydro and BCMEU agree with FortisBC’'s arguments that the APA is not applicable to self-generating
138 BCMEU further submits that it “agrees with FBC that the 1999 Access Principles we re developed

2139

customers
for use in circumstances thatare fundamentally different than the disposition of a customer’s self -generation
CECindicated thatthere may be a needtorevisitthe 1999 Access Principles due to the evolution of the
marketplace since they were firstimplemented."*°

Past Decisions

The Panel acknowledges that the Commission has made some preliminary determination on the applicability of
the APAto a self-generating customeras raised by Celgarand acknowledge by FortisBC.

Celgararguesthisissue has been previously considered by the Commission and should not be revisited by this
Commission Panel.™*" In support of its position Celgar points out thatin the ‘Zellstoff Celgar Limited Partnership
Complaintregardingthe failure of FortisBCInc. and Celgarto complete a General Service Agreementand
FortisBC's Application of Rate Schedule 31 Demand Charges Application’ decision attached to Order G-188-11

(Celgar Complaint Application) the Commission concluded the following: **?

The mere status of beinga customer who self-generates should not preclude FortisBCfromits
obligation to serve that customer. Nordoes it automatically exempt such customers from

3% Exhibit C7-5, pp. 9-10.

35 ExhibitB-1, p. 21; ExhibitB-6, p. 12.

3% bid., pp. 20-21.
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accessing some amount of non-PPA embedded cost power. It would be fairthat Celgarreceive
fairtreatment withinthe FortisBC serviceareavis-a-vis otherindustrial customers. Yet, self-
generators that sell into power markets do have the potential to negatively impact other
FortisBC customers by necessitating acquisitions by the utility of powerfrom othersourcesin
orderto supplythe powerthe self-generatorelects to purchase from the utility while
simultaneously sellinginto the markets. Therefore, the Commission Panel finds Celgaris entitled
to some amount of FortisBC's non-PPA embedded cost powerwhen selling power. Butitis
unclearwhatthat level should be. (Emphasisin original) **

Celgarstatesthat the above-quoted Commission conclusions establish self-generation policy. And this
Commission Panelmust decide upon whether ornot to revisitand reconsider established Commission
conclusions. Celgar submits that it would be unfairtodo so.**

Celgarfurtherpoints out that inthe decision accompanying Order G-202-12 in the matter of ‘A Filing by FortisBC
Inc. Guidelines Establishing Entitlement to Non-PPA Embedded Cost Powerand Matching Methodology’
(Matching Methodology), the Commission stated: **°

The Commission Panel concurs with FortisBC's conclusion that aself-generatorthatisan Eligible
Customerunderthe APA may have the right that up to 100 percent of its expected load be
served by FortisBCNECP and that the self-generator may nominate the portion of thatload to
be served by FortisBCNECP. All service toan Eligible Customeris subject to the APA, notably the
Fair Treatment and Re-Entry Provisions. 146

Both inthe Applicationandinits Submission FortisBC refers to several pastdecisionsin support of its argument
that the APAdoes notapplyincluding:the Celgar Complaint Application; the FortisBCInc. Application for
Stepped and Stand-by Rates for Transmission [Voltage] Customers (2014) Application; Matching Methodology
Application;the FortisBC 2009 Cost of Service and Rate Design Application, and the BCHydro New PPA
Application.

Of mostrelevance, FortisBC points out the Matching Methodology decision found that:

The Panel considers that the Re-Entry Provisions are likely subject to the Fair Treatment
principle forEligible Customers who are self-generators. However this “no-harm construct”
issue has not been adequately canvassed in this proceeding, thus the Panel declines to make a
finding, but rather expects thatit will be addressed in the upcoming stepped transmission rate
design hearing.*’ [Emphasis Added]

As highlighted previously, FortisBC further argues that the importance of the APA to the currentdiscussionis
greatly diminished in light of more recent decisions, particularly the New PPA Decision because of the
prohibition on arbitrage requirement.**®

%3 Celgar Complaint Application Decision, p. 38.

4% Exhibit C7-5, p. 9.
% Ibid., p. 10
146 Matching Methodology Decision, page 8. [Emphasis Added]
147 .
Ibid., p. 9.
8 ExhibitB-1, pp. 20-21.
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Celgar submits that given how clearly the Commission has applied the APA to determinations relevantto Celgar
inthe past (which remain relevantto this date), it cannot be, as FortisBC claims that FortisBCis not seekingto
revisit past decisions. Celgar has made extensive submissionsinthe past regardingthe APA, at considerable
expense and effort, and should not be required to do so once againin this proceeding. Celgar will not, at this
juncture repeat the entirety of the record that led to the above -cited Commission conclusions.***

In reply, FortisBCstates “... FBC is concerned that Celgarseemsto be preparingto argue more about Question 2
at a laterstage. Celgarsays...thatit ‘will not, at this juncture repeat the entirety of the record that led to the
above-cited Commission conclusions’. FBCis not asking that any participantrepeatthe whole of any record, but
it should not be open to that intervenerto do so at a later stage.™°

By Order G-60-14 the Panel stated that there was a lot of confusion around what applied to self-generation
customers and specifically directed FortisBCto address the Access Principles inthe SPG Application.

151

As pointed out by FortisBC, " the Commission stated its Decision on the Celgar Application for Reconsideration
of Order G-60-14 Application that “[m]any related applications received since 2009 clearly demonstrated that
there was a problem. That problem was the fact that FortisBC's self-generation policies have not been
sufficiently developed or articulated nor have they been approved by the Commission. For instance, the 1999

Access Principles clearly were due for a review in today’s context. ™

The Panel has addressed the issues of the applicability of the APA to FortisBC's SPGand GBL Guidelines further
inthis Stage | process by requesting the partiestoaddressitas one of the questions onthe Panel Issues List.
The very nature of the Panel Issues List was to obtain the positions of the parties onthe relevance and
applicability of past decisions, includingthe APA Decision, in current and future circumstances. The Panel stated
in Order G-32-15, whichitissued afterthe procedural conference, that:

The Panel agrees with FortisBCthat it makes little sense for FortisBCto be draftingand filing GBL
Guidelineswhichitbelievesto be based on past Commission decisions when other people
would take the view thatin fact, the high level principles on which the GBL Guidelines would be
based, are departures from those past Commission decisions.

In making this determination, the Panel is mindful of Celgar, BCHydro, AMPCand BCSEA’s
positions that this could end up as not just a review of the high-level principles butas a
reconsideration of past Commission decisions. However, the Panel does not agree that these
would be reconsiderations. Rather, the Panel holds that the previous decisions were ones made
based on the evidence provided and the conditions prevalent at the time of the specificdecision
and that this evidence isamatterof record. ***

The Panel disagrees with Celgarthat those issues have been resolved and are not up for discussion. The fact that
the Commission has raised the question here confirms that thisissue was neverfinally resolved. In Orderfor the

9 Exhibit C7-5, p. 10.

0 Exhibit B-7, p. 26.

1 bid., p. 25

132 cel gar Application for Reconsideration of Order G-60-14 New PPA, Decision p.5.
13 Order G-32-15, Reasons for Decision, p. 5.
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Commission to eventually approve any FortisBC GBLGuidelines thisissuewillneed to be resolved and the Panel
believes thatthe timeis now.

The Panel notesthatall the parties were given sufficient notice and were provided with an opportunity to speak
to theissues. The Commission received submissions from all the parties onthe Panel Issues List and FortisBC
provided areply submission. As such, there is sufficient evidence on the re cord for the Panel to make a
determination onthe applicability of the APA to the FortisBCSGP and GBL Guidelines.

The Panel considered the past decisions wherethe APA was addressed and disagrees with Celgarthat the
Commission, throughits determinations on the APA, established self-generation policy. A final determination on
the applicability of the APA to self-generation customers was never made by the Commission; it was only
addressed ata preliminary levelwithin a specific context.

In regard to the decisionin Order G-188-11 quoted by Celgar, this Panel does not disagree with the
Commission’s finding, and in fact support those positions. Specifically, the Panel agrees that the mere status of
beinga customerwho self-generates does not preclude FortisBCfromits obligation to serve that customer nor
doesitautomatically exempt such customers from accessing some amount of embedded cost power. The Panel
wishesto highlightthat Order G-188-11 stated that “Commission Panel finds Celgaris entitled to some amount
of FortisBC's non-PPA embedded cost powerwhen selling power. Butitis unclear what that level should be.”
[Emphasis Added]

In the Application, FortisBC has proposed to use a GBL as a means to determine how much a customer must self-
generate which consequently determines the level of service a customerwith self-generation is entitled. Once
approved by the Commission FortisBC’s GBL Guidelines would ensure that a customer with self-generation
receivesfairtreatmentwithin the FortisBCservice areavis-a-vis otherindustrial customers while the risk to
otherratepayersis mitigated.

In regard to the decisionin Order G-202-12 referred to by Celgar, the Commission stated thatan Eligible
Customer ‘may’ have the rightto up to 100 percent of its expected load but would be subject to the Fair
Treatmentand Re-Entry Provisions of the APA. The Commission concluded that the Fair Treatmentand Re-Entry
Provision’s ‘no-harm construct’ has not been adequately canvassed in that proceeding and thereforethe
Commission declined to make afinal determination. The Commission stated thatit expected these issues would
be addressedinthe upcoming stepped transmission rate design hearing.

In the FortisBC Stepped and Stand-by Rates for Transmission [Voltage] Customers Application the Commission
deniedthe Non-Embedded Costs Rate Rider by Order G-188-15A. As a result no determinations on the
applicability of the APA to self-generation customers, including any interpretation on Fair Treatmentand Re-
Entry Provisions, were made.

The Panel notesthatthe Celgar Complaint Application (Order G-188-11) and the Matching Methodology
Application (Order G-202-12) decisions were made under the assumption of a net-of-load construct while
FortisBC putforward a GBL construct inthe SGP Application. The GBLconstruct is designed to specifically
addressthe issue of how much FortisBC embedded cost service aself-generation customer can have access to
while simultaneously exporting self-generation.
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The Panel concludes that the Commission stills needs to make afinal determination on how the APA appliesto a
customer with self-generation as thisissue has not beenresolved. The goal of the APA was to encourage the
development of a competitive generation market and it established principles relatingtothe terms for access to
wholesaletransmission service so thatall ora portion of a customer’sload could be provided by non -Utility
sources. This Panel cansee how a connection could have been made ata preliminary level between aself-
generation customerservingits ownload and a self-generation customer obtaining servicefrom a third party
giventhatthey are both, strictly speaking, non-Utility sources.

However, the Panel acknowledges FortisBC’s position that the Access Principles did not contemplatethe
situation of electricity exports orself-supply. When acustomerself-supplies they can easily switch between
self-supplying and purchasingembedded cost energy from the Utility. Onthe otherhand obtaining supply from
a third party would require some form of long term commitment to purchase from the third party.

At the time of the APAin 1999, othertypes of customers such as self-generators did not exist andin the Panel’s
view the application and applicability of the APA to self-generating customers must be considered in light of the
original intent of the circumstance prevailing at that time and the events that have transpired since that time.

First, customers with self-generation werenota consideration beforethe Commission at the time the APA was
approved and the Commission specifically directed inthe orderapprovingthe APA that “nothingin the PSA
[Proposed Settlement Agreement] provides a precedent for other utilities or circumstances.”*>*

Second, the Panel notes thatin the case of a self-generator, the customer's facilities and equipment are
powered atleastin part by self-generation, with any residual electricity requirements supplied by the utility.
Building and operating self-generation facilities is not the same as accessing an alternative supplier. If self-
generation facilities are operating normally, the customer's facilities and equipment are supplied with electrical
powerandthereis noissue. Thereisnorisk of alternative supplier default. Aself-generator does not "re-enter"
utility service when it has a self-generation outage and needs additional supply from the utility. A self-
generator’s access to FortisBC supply during self-generation outages is addressed in the FortisBC stand-by
service as recently approved by the Commission.

For these reasons the Panel determines thatthe principles set out in the APA are not relevantto the
development of any SGP or GBL Guidelinesinthe FortisBC service area. Ratherit isthe SGPs and GBL
Guidelinesthat will establish the treatment for customers with self-generation in the FortisBC service area.

6.4.4 Settingthe GBL based on load historically used

In previous sections of this Stage | Decision the Panel has shown support fora policy where self-generating
customers have the ability to exportincremental self-generation as long the risks to FortisBC’s other ratepayers,
due to the differences between regulated rates and the contract or market prices, are mitigated though a GBL.
The GBL demarks the amount of electricity that the customer must generate for self-supply. Any power
generated above the GBLwould be eligible forexportand would not be considered to harm otherratepayers.

% order G-27-99, directive 1.
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The last significant concept regarding the policies and positions put forward by FortisBCis establishing how the
GBL is set. FortisBCadvocated the following incremental generation approach, which is similarto the one put
forwardinthe BC Hydro Contracted GBL Guidelines Application:

FBC customers with self-generation are able to export incremental self-generation output to
third parties, where incremental self-generation output is power produced above the output
normally used for self-supply as represented by a Generator Baseline (GBL). | Emphasis Added]

FortisBC puts forward specificpolicies forrepurposed generation output, idle generation, and new generation
summarized as follows:>*"*’

For customer with repurpose oridle generation outputincrementalis established by a GBL set
with reference to the amount of load historically served by the self-generator.

For customers with new self-generation, they should have discretion whether to use their self-
generation to displace their own load consumption or for export without restrictions on
generatortype, size and/or location. As a result, all new self-generation would be considered
incremental generation and available forexport.

If a customer at some point decides to use that new or incremental generation to serve load, it
should not create an ongoing obligation to continue to use the generation in that manner.

FortisBCstates that generation thatis “new” has not historically been used to serve load and would not be
restricted. In FortisBC’s opinion a customerthatinstalls new generation that has notserved load previously
should be free to dispose of its generation as it wishes [export]. **®

In the Application, little was addressed concerning customers with existing self-generation currently exporting
underthe net-of-load construct. It appears that generally the policies put forward regardingidle and new
generation were meantto apply under those circumstances equally.

In response to FortisBC’s position the interveners made the following submissions.

Both Tolkoand AMPC agree with FortisBCthat the GBL should be set at the historiclevel of self-generation used

- 1 16
to serve its own load. **°*¢°

BCOAPO notesthat FortisBC has suggested thatif a customer, at some point, decidesto use new orincremental
generationtoserve load, itshould not create an ongoing obligation to do so. BCOAPO does not agree that this

. . 161
should necessarily be the outcome in all cases.

Celgarbelievesthat consideration must be takenin orderto define how longgeneration needsto be downin
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orderforit to be consideredidle, while, CECholds thatthe policy must adequately define whatincremental
generationis. **

BC Hydro suggeststhatinthe context of equipment, "idle" means "not active orin use" and an existing
generatorthatis notin useisidle. An existinggeneratorthatis beingused atlessthanits full capability will have
unused capacity, which may be considered to be idle. A generatorthat wasidle inthe past butis fully utilised in
current conditionsis not now idle generation. A generatorthat does not presently existand might be builtinthe
futureis not idle generation.*®

The BCMEU notesthat eventually neworincremental generationis nolonger new and incremental so perhaps
there should be a formula or guiding principle as to how to treat new or incremental generation. Forexample,
new generation could be considered new and have adesignated GBLof 0 MW inyear1 and a linearscale so that
by year 30 the GBL on that generationis equal to full nameplate. Of course any methodology would be more
complexthanas presented above and may need to considertype of generation, availability of fuel source, and
perhaps block wise increments ratherthan linear.***

Celgar, whoisa customerwith existing self-generation and export under the net-of-load concept, notes the
following concerns it has with the incremental generation approach based on historical generation advocated by
FortisBC. Celgar submits thatthisisa particularly egregious formulation asitapplies to Celgar, as Celgaris
situatedina service areawhere DSMmeasures, energy purchase agreements and GBL's were foreign concepts
whenitfirstrepoweredits mill. Asaresult, Celgar’s past use of its self-generation was largely defined forit. For
these reasons, Celgar submits that the FortisBC approach to setting the GBL on the basis of historical self-
generation levels must be rejected, even (and particularly) as a high level principle. *®

In summary, Celgar’sissues with FortisBC’s proposed approach to settingthe GBLfall into the three following
areas:

e Inequitabletreatment between existing and new self-generation
e Doesnot appropriately address harmto ratepayers
e Flawsinthe rate impacttest

Inequitabletreatment between existing and new self-generation

Celgar contends that “FortisBC’s formulation arbitrarily assumes the status quo conditions as the starting point,
and looks at change to the status quo. This unfairly treats existing self-generation differently from new self-

generation, without basis.”*®® Celgar submits that “Yesterday's investor must continue to use its self-generation
for self-supply fornoreason otherthanthat has been doingso, and tomorrow's investor does not, only because

otherratepayers have notyet tasted the benefit.”**’

182 ExhibitB-1, p. 24.
183 Exhibit C2-3, p. 16.
184 ExhibitC5-3, p. 5.
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%8 Ibid., p. 2.

*7 bid., p. 3.
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Celgarfurtherstates thatharm must be assessed not as from some arbitrary date in the calendar, when

differentinvestors are at different stagesin theirinvestment, but atthe same pointintime relative to each

168

investment.”* One whoinvestsinself-generation today incurs the same types of costs Celgarincurred, and that

investment can provide precisely the same type of benefits to otherratepayers as Celgar’sinvestment. There is

no justifiable basis to treat it more favorably simply because it came later.**®

Harm to Ratepayers

Celgarsubmits thatthe "harm to ratepayers" argumentthusis flawed conceptually because one cannot be
harmed by the withdrawal of a benefit to which one has no entitlement.”°

Celgarclaimsthatit's self-generation has provided benefits to FortisBC’s other ratepayers because Celgar has
installed, atits own expense, generation assets that it has used to meetits own load.

Celgarfurtherclaims that “as a direct result, other ratepayers (primarily those of BCHydro) have benefited by
avoidingtheirshare of the burden of the higher marginal costs of acquiring incremental electricity that would
have been necessary toserve Celgar’s load (which they otherwise would have been obligated to incur had Celgar

7171

not self-supplied).”*’* Rates are lower than they otherwise would be.*”

Increased rates test

Celgarsubmits thatratesto otherratepayers mayincrease with the change inthe use of self-generation output
but unlessthe Commissionis willing to redistribute the benefits of investmentin self-generation outputan
increase inratesisa fairand equitable outcome.'”?

In reply to the Celgar specificissues, FortisBCstates thatit has not suggested that the date of Order
G-38-01 itselfis the markeror starting pointin the determination of incremental generation oronthe
establishment of a GBL."”* FortisBCalso clarifies thatitis not an issue per se with factoringin harm to other
ratepayers, but, rather, anissue about how and in what context that harm should be measured.*”

In the Panel’s view the method used to setthe GBL is the most contentious and has significantimplications.
Understating the circumstance that first gave rise to the incremental generation approach based on historical
self-generation used to serve load, as proposed by FortisBC may shed some light on if and how it could be
appliedtothe FortisBCservice area.

Ibid., p. 3.
Ibid., p. 3.
% bid., p. 15, para.50.
72 bid., p. 3.
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As already acknowledged, Order G-38-01 was the genesis of anincremental approach based on historicself-
generation. Inthe Panel’sview it was the following set of circumstances the made the ‘historiclevel of self-
generation usedtoserve load’ areasonable approach to mitigate the risk of harmto otherratepayers.

First, Order G-38-01 essentially defined “no harmto otherratepayers” as the utility not beingrequired to supply
any increased embedded cost service to the self-generatorbecause itresultedinincreased cost to current
ratepayers. As the Panel already concluded, logicallyit would have to be the case thatthe cost to acquire
resourcestoservice any additional load would be greaterthan the embedded ratesitreceives fromthese
customers. Therefore, if maintaining the status quo protects ratepayers from harm, one can conclude that using
self-generation to off-setload is beneficial to ratepayers.

Second, Order G-38-01 only addressed idle generation. Atthat time, self-generators had idle capacity because it
was not economical to use that self-generation to off-set load because BCHydro’s embedded costrates were
lower; however, this generation would be profitable at market prices. *’® The self-generator would have been
behavingin an economically efficient mannerand using whatever self-generation was economically efficient to
off-setload when no otheropportunities to use theirself-generation, such as exporting, existed (efficient
economicdecision).

Third, the notion of no harm to other ratepayers was the preservation of the “status quo”, such that BC Hydro’s
obligationtoserve was limited tothe load served at a particulartime, and self-generating customers were
required to continue to serve that portion of theirown load that they had servedin the past."”’

Fourth, there was a balance between not harmingthe ratepayers and allowing the self-generators to capitalize
on marketopportunities described as asharing of benefits. Ratepayers received the benefits of the self -
generator off-settinga portion of isload and the self-generator received the benefits of having the opportunity
to exportthe remaining self-generation.

The Panel considered the followingin evaluating FortisBC’s proposal for setting the GBLforidle generationand
new generation:

e FortisBC'sincremental generation approach based on historical self-generation,

e theSubmissions,

e theset of circumstance under which Order G-38-01 was made.

The Panel also considered how these policies could impact a customer currently exporting under the net-of-load
concept.

(i) Idle generation

The set of circumstances thatrendered historical self-generation as the way to mitigate the risk to other
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ratepayerin Order G-38-01 likely appliesin the case of a FortisBC customerwith idle generation today.
Specifically, itis likely that the customeris operatingin an economically efficient mannerand using whatever
self-generation is economically efficient to off-set load with the remainder beingidle. Inthe Panel’s view this
approach would probably resultin asharing of benefits because ratepayers would benefit from the self-
generator off-setting a portion of its load and the self-generating customer would benefit from having the ability
to capitalize on current market opportunities for the excess. The Panel generally supports an incremental
approach, based on a historical level of self-supply, for customers with idle self-generation; howeveraclear
definition of what constitutes ‘idle’ would be necessary.

(ii) New generation

The Panelis concerned with a policy that sets the GBL at a level thatresultsin all new self-generation being
incremental and available for export. BC Hydro put forward a similar policy inits Contracted GBLGuidelines
Application and the Commission rejected it.'’® In that proceeding, the Commission was concerned that such a
policy would lead to a GBL of zero and resultin harm to otherratepayers because the BCHydro Contracted GBL
Guidelines did notrequire any evaluation as to whetherthe proponent would have installed and operated the
new self-generationinthe absence of funding from BC Hydro.

The Panel supports the ideathat Order G-38-01 still applies to FortisBC today; however, it’s of relevance to note
that Order G-38-01 only applied toidle generation and did not address other situations, such as new generation.
One of the circumstances thatled to the concept of ‘historiclevel of self-generation used to serve load’ as an
appropriated means to mitigate harmto otherratepayers was that the self-generator was operatinginan
economically efficient manner. Under FortisBC’s proposal this would not be the case as there is no consideration
as to whetherthe self-generator would have installed the self-generation in the absence of having the
opportunity to export. Further, because the self-generator would not be required to use any of its self-
generation to off-setitsload there would be no sharing of benefits - all the benefits would go to the self-
generatorand none to the ratepayer. Although one could argue that ratepayers are no worse off thisis only the
case because the assessmentis being made before the self-generator even starts self-generating.

For these reasons, the Panel does not support a policy for customers with new self-generation whichsetsa
GBL where all self-generation is considered incremental and available for export. In the Panel’sviewitwould
be unfairto treats existing self-generation differently from new self-generation simply on the basis asto when
the investmentin self-generation was made. Atsome pointeveryone’s self-generation was new. This policy
rewards late adopters of self-generation and unduly penalizes the early adopters. Such a policy would not
ensure thatall customers are treated in a fairmannerand would likely resultin unjust, unreasonable, unduly
discriminatory orunduly preferentialtreatment and would not resultin a sharing of benefits.

In additiontothe concernregarding the settingthe GBL for new customers, the Panel also has the following
additional concerns:

178 gc Hydro Contracted GBL Guidelines, section6.5.
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° the ability forthe customerto have discretion whether they use theirself-generation to displace
load or export;

. ifa customerat some pointdecidesto use thatnew or incremental generation to serve load, it
should not create an ongoing obligation to continue to use the generation in that manner; and

° without restrictions on generator type.

The Panel does not support a policy where a customer with self-generation would have discretion as to
whetherthey use their incremental self-generation to displace load or export once the GBL isset. In the
Panel’s view thiswould be true arbitrage according to Black’s Law Dictionary, which states: “An investment
strategy involving the simultaneous purchase and sale of two assetsin orderto capitalize on small price orrate
discrepancies.” Rather, the GBL should setthe amount of self-generation that a customer must self-supply and
from that pointforward the customershould be required off-setthatload —no more or noless. The utility has
an obligation to serve butthe customeralso has an obligation to purchase the agreed upon amount.

The Panel notesthatsuch a restriction was not necessary in the BC Hydro Contracted GBL Guidelines because in
the BC Hydro service areaa GBL isonly used when a customer hasan EPA or LDA with BC Hydro. Under those
circumstancesthere is no opportunity to switch between off-settingload and exporting to a third party.

Lastly, certain parts of both the CEA and the BC Energy Plan apply to FortisBC. Therefore, inthe Panel’s view,
some consideration should be given to generator type within the context of clean energy forbothidle and new
generation.

(iii) Customers currently exporting under the net-of-load construct

Order G-60-14 directed FortisBCto determine, for existing self-generating customers, how much generation
must be used forself-supply; however, the Application did not address this directly. Rather, the policies put
forward for setting the GBL foridle generation, addressed by the Panel above, appearto apply equally to
customers currently exporting underthe net-of-load restriction. The Panel has the following concerns with
applyingthe policy foridle generation to customers currently exporting under the net-of-load construct:

e |tappearsthat thiswouldresultinthe net-of-load customerhaving no ‘idle’ generation (less than their
load) because the customer has been off-settingits full load in order to export. By definition this would
resultinthe continuation of the net-of-load construct for these customers.

e Itappearsthat there would be nosharing of benefits, because there would be no ‘idle’ generation, and
all the benefits would accrue to the ratepayer.

e Itappearsthat thiswould resultinthe status quo which underthese circumstances may not be
appropriate because rates are likely lower than they otherwise would have been as the utility has not
beenrequiredtosupply the net-of-load customer with energy toserve its load. The Panel notes that
rates may currently be lowerthanthey otherwise would have been underthe net-of-load restrictionand
anincreaseinrates, due to a change to these circumstances, would not necessarily be considered
harmful to other ratepayers.
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e A GBL basedonthe ‘historical level of self-supply’ was appropriate underthe assumption that the
customer was self-generating in an economically efficient manner (i.e. generating up to the point where
it is more economical to self-generate than purchase energy atregulated rates) in the absence of an
opportunity to use its self-generation to capitalize on current market opportunities. In the case of a
customerwhoisrequiredto off-setits entire load before it can export, this assumption does not hold as
the customerislikely off-setting load at a higherlevel.

For these reasons, the Panel does not support a policy that sets the GBL for customers currently exporting
under the net-of-load restriction in the same manner as a customer with idle generation. Treating customers
currently exporting under the net-of-load construct on the basis of preserving the status quo would not ensure
that all customers are treated in a fair mannerand may well resultin unjust, unreasonable, unduly
discriminatory orunduly preferential treatment.

Overall, the Panel has concerns with FortisBC’'s increme ntal generation approach to set a GBL based on the
historical level of self-supply otherthanits application for customers with idle generation that are currently not
exportingunderthe net-of-load restriction.

As such, the fundamental policy question that the GBL Guidelines filed in Stage Il will need to addressis how to
setthe GBL for customers with new generation and customers currently exporting underthe net-of-load
restriction such that fairness prevails.

In consideration of these reasons, the GBL Guidelines Application filed in Stage Il need to examine alternatives
for setting the GBL for customers with new generation, customers that make upgrades to existing generation,
and customers currently exporting underthe net-of-load construct. Any alternative method put forward
should:reflectasharing of benefits overthe long-term, mitigatethe risk to other ratepayers, and treat all
customersina fair and comparable manner.

In the Stage Il filing FortisBC needs to evaluate, in addition to any approaches they may propose, the
following three alternate approaches (which could also apply to idle) to setting the GBL:

(i) Settingthe GBL based on a percentage of generation obtainable from feedstock whichis
available as a by-product of the industrial processes, such as black liquoror hog fuel;

(i)  Settingthe GBL at the same percentage for every customer on the basis of a percentage of
theirload or as a percentage of generation. For example a policy where the GBL is set for
every customer based on 25 percent, 50 percent or some other percentage of its load; and

(iii)  Settingthe GBL based on the method put forward by BCMEU whereby new generation could
be considered new and have a designated GBL of 0 MW in year 1 and a linear scale so that by
year 30 the GBL on that generationis equal to full nameplate.
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6.5 The role of the net-of-load construct under a GBL methodology

FortisBC's Supporting Policies and positions put forward in the Application do not address the continuingrole, if
any, of the net-of-load restriction undera GBL construct. In response to a question on the Panel’s Issues List,
FortisBCand the interveners put forward their positions as follows.

In FortisBC’'s view, therewould continue to be arole for the net-of-load concept in two circumstances in the
FortisBCservice areaevenif the GBL methodologyisapproved.

First, the ‘net-of-load’ approach would remain the default unless or until a particularnumberis
agreed on as a GBL between the utilityand customerorin the case where the customer
generation was notoperating ata level sufficientto meetits GBL obligation. ‘Net of load’
reflects the way in which meters work.

Second, certain customers may prefernotto arrive at a GBL even with GBL Guidelinesin place
and may, instead, wish to continue on the ‘net-of-load’ approach indefinitely."”

Celgarbelieves that “the current ‘net-of-load’ restrictions, if continued and broadly applied, will provide a
disincentive to future investmentin self-generation in the FortisBCservice area, both asto itself and others that
may considerinvesting.”**° Celgaralso believes “that the net-of-load criteria does not have any role in self-
generation policy, with or without the acceptance of GBL methodology.”*®!

The BCSEA and BCOAPQ’s positionis thatin the absence of a Commission-approved GBL, the net-of-load
conceptis necessary as the default concept, while the BCMEU submits that if the GBL methodologyisadopted,
the net-of-load concept has norole.'®?

Tolkofavorsthe ‘net-of-load’ method currently employed. Tolko is of the view that any generation thatis Net-
of-Load, at any time, should be eligible for sale using access to the FortisBC’s Transmission. '**

FortisBCsuggeststhat BC Hydro’s “strong feelings against export of electricity by self-generating customers, as
expressedinits submissions, suggest that whatever unease ithas with ‘netof load’ is limited to situations where
the customersells to the utility.”***

Generally the Panel supports FortisBC’s position and agrees with the general concept that if a customerdoes
not have a GBL the net-of-load construct would continue to be the default. However, the mostappropriate
place to flesh out the continued role of the net-of-load construct will likely be through the Stage Il filing as the
role of the net-of-load restriction will be dependent on the other SGPs that are put forward.
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Nevertheless, clarification of the role of the net-of-load construct undera GBL construct should be a component
of FortisBC's SGP. This will ensure thatall customers are treated in afair mannerand will notresultinany
unjust, unreasonable, unduly discriminatory orunduly preferential treatment. Further, it will provide key
information to guide customers considering makinginvestments in self-generation. Therefore, FortisBC's SGP
filedinStage Il needs to include a policy statement that clarifies the role of the net-of-load construct under a
GBL construct.

7.0 INCENTING SELF-GENERATION

Thus far the Panel has considered the policies and position put forward by FortisBCin the Application with
respectto removingbarriers to self-generation only. The Panel has notyet, addressed encouraging orincenting
self-generation.

Nelson Hydro believes thatan SGP should encourage self-generation and that there should be an economic
incentive to develop generation such that generators are afforded the opportunityto maximize profit.**> Celgar
requeststhat FortisBC's SGP includes a policy wherebyFortisBCis encouraged to enterinto energy supply
agreementsand/orload displacement agreements with its self-generating customers. BC Hydro states thatit is
unfortunate that FortisBC takes the position thatitis not FortisBC’s role to encourage self-generationinits
service area, particularly given that FortisBC’s existing generation resources are insufficient to meet the

'8 BC Hydro further states thatin the BC Hydro service area, its approach is to

aggregate load of its customers.
encourage incremental self-generation projects through financial payments and incentives under EPAs and LDAs
with self-generating customers, assumingitis cost-effective for BC Hydro to do so relative to otherresource

options.™®’

The Panel recognized the possibilitythat there could be some benefits if FortisBC had programsin place to
incentadditional self-generation, in addition to just removing barriers. However, the Panel also recognizes that
BC Hydro’s circumstances, as a crown owned utility, required toimplement government policy, and motivated
to keep energy within BC, are different than that of FortisBC whichisan investorowned utilityand likely less
motivated without direct financialincentives.

7.1 Load displacement projects and DSM

As part of the review of this Application, FortisBC, Celgarand BC Hydro provided the following submissions with
regardsto LDA’s for customer’s self-generation which FortisBCreplied to.

BC Hydro submits that FortisBC self-generation policy excludes consideration of the potential role of new self-
generationin FortisBC's long term resource planning, including opportunities for demand-side measures such as
FortisBCimplementing rate structures and providing funding forload displacement projects to encourage self-

generation and reduce demand on the system.'®® BC Hydro states that “The BC Energy plan and the policy

'8 ExhibitB-1, p. 10.
185 Exhibit C2-3, p. 4.
¥7 bid., p. 15.

188 ExhibitC2-3, p. 4.
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actions summarisedin Appendix A of it, provide strong support for utilities in British Columbiato pursue all cost-
effective demand-side managements programs, including load displacement.”*®

Celgarbelievesthatsuchincentives should be provided in similar circumstances as those being provided to
BC Hydro self-generation customers.'*

In Reply, FortisBC submits that BCHydro has also raised the possibility of includingin FBC’s resource plan
consideration of “opportunities for demand-side measures such as FortisBCimplementing rate structures and
providing funding forload displacement projects to encourage self-generation and reduce the demands placed
on the FortisBCsystem. However, even apart from the difficulties identified above in relation to an assessment
of these options at this stage, this proceedingis not the forumin whichto embark on a resource planning
exercise. Resource planninginvolves adetailed, timeintensive internal process leadingto the filing of an
application by FortisBC; in the regulatory proceeding that ensues, interveners may have the opportunity to make
information requests and submissions, and FBC has the opportunity torespondinanorderly manner. FortisBC
will be filingits nextlong-term resource plan for Commission review in 2016 and will continue in that contextto
pursue the most cost-effective resource portfolio. ***

FortisBC concludes stating, “in any case, should interveners orthe Commission wish to explore the extentto
which FBC mayrely on self-generationinthe future, the appropriate venue forthe discussionis duringan
examination of the Company’s resource plan.”**?

The issue of FortisBC’'s DSM programs generally, which could include load displacement programs with its
industrial customers, has recently been addressed by the Commissionin Order G-67-14 and Order G-186-14.

Specifically, inthe Stage | Stand-by Rate Decision (Order G-67-14) the Commission determined that FortisBC
should ensure sufficientfocusis given to identifying and addressing DSMopportunities forits industrial
customers as a way of achieving efficiencies benefits. ***

In Order G-186-14, the FortisBC Application for Approval of DSMExpendituresfor2015 and 2016 (the DSM
Expenditures Decision, Order G-186-14), the Commission directed FortisBCtoinclude inits next DSMAnnual
Reporta review and discussion of whether opportunities existin expanding DSMfundingto 2013 approved
levels forindustrial customers while continuing to obtain cost-effective energy savings.'** The Commission also
directed FortisBCtoinclude inits next DSMAnnual Reportan update on FortisBC’s efforts to identify and
mitigate (though DSMprograms) market barriers to energy efficiency investment and consumption decisions of

itsindustrial customers.*®*
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The Panel notes that FortisBC has recently been encouraged by the Commission to ensure sufficient focusis
giventoidentifyingand addressing DSMopportunities foritsindustrial customers. Further both the CEA and the
BC Energy Plan support pursuing cost-effective DSM programs.

Nevertheless, the Panelagrees with FortisBC's position that the appropriate venue for the discussion of
opportunities fordemand-side measures such, as FortisBCimplementing rate structures and providing funding
for load displacement projects to encourage self-generation and reduce the demands placed on the FortisBC
systemis during an examination of the Company’sresource plan.

For these reasons, the Panel encourages FortisBCto address DSM programs for self-generation customers as
part of its nextresource planand or its next DSM Expenditurefiling. If and when any such programs are
established they would indirectly become part of FortisBC's SGP.

7.2 Energy purchase agreements forincremental self-generation

BC Hydro submits that FortisBC might consider encouragingincremental self-generation projects through
financial payments and incentives under EPAs (and LDAs) with its self-generating customers, assumingitis cost-

effectivefor FortisBCto do so relative to the provincial LRMC of new firm energy.”**®

FortisBCexplainsthattothe extentthat a potential benefit would be realized through purchase by a utility of
the self-generator’s excess, this benefit will only be realized if a utility can acquire the powerin a cost-effective
manner, meaning thatit compares favourably to otheravailable resource options.**’

FortisBCsubmits thatitis unlikely that new generation willbe able to meet such a test, and unlike inthe BC
Hydro case, where there are customers with idle generation that may be made available in a cost-effective
mannerthrough an EPA or LDA, FortisBC has no such opportunities of whichitis aware.'*®

In discussing whether or not FortisBCwould considerthe purchase of the output from a self-generator, FortisBC
notesthat itwould doso only where it compared favourably to other powersupply options that were
available.™’ FortisBC submits that the practical reality in its service territory is thatitis not aware of existing
cost-effective opportunities for the purchase of self-generation output with the exception of the limited-scale
purchases thatit does on occasion make from Celgarand Tolko.**°

FortisBC points out that it “has routinely purchased power from both Celgarand Tolko. In terms of a largerand
sustained purchase, FortisBC evaluates its various power supply options in the context of its resource plans, and
isin the course of preparingits nextlong-term resource plan. The prospect of purchasing power fromself-
generating customers may be evaluated inthe course of that exercise asithas beeninthe past, though
presently FortisBC cannot sensibly do soin the absence of resolution on the GBL parameters that will bein
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place. Further, given the history of BC Hydro purchasing from Celgaranditsinterestin purchasing from Tolko, it
isunclearhow much, if any, powerwould remain available.”***

For clarity FortisBC notes “that all power presently leaving the FortisBC service territory from self-generating
customers (thatis, the present “exports” from those customers) is going to BCHydro. Presumably this exportis,
as BC Hydro states, is the objective forits self-generation policy, cost-effective for BCHydro. That does not mean
it is cost effectivefor FBC.”**

While the Panel understands FortisBC’s position, it notes the following regarding assessing cost-effectiveness:

First, FortisBC submits that the practical reality is that itis notaware of existing cost-effective opportunities for
the purchase of self-generation output, where cost-effective compares favourably to otheravailable resource
(powersupply) options; however, FortisBC did not provide details on how itassesses ‘cost-effectiveness’.

BC Hydro on the other hand states that it evaluates cost-effectiveness relative to the provincial LRMC of new
firm energy.?®® As fully discussed in Section 6.1.3, the Panel has concerns with the way FortisBC’s propose s to
evaluate cost-effectiveness on a shorterterm basis and those concerns and recommendation identified in
Section 6.1.2 apply equally to these circumstances.

Second, the Panel appreciates that FortisBC evaluates its various power supplyoptionsin the context of its
resource plan. However, inthe Panels view FortisBC’'s SGP should disclose how FortisBC will evaluates potential
longterm energy purchase contracts with self-generation customers when comparingitto otheravailable
resource options.

The Panel notes that many of the benefits to self-generation listed by FortisBC could also apply when FortisBC
purchases clean energy fromits self-generating customer, especially when the electricity does not physically
leavesthe plantsite, asin the BC Hydro service area. Such benefits could include:

e electricity self-sufficiency, reduced greenhouse gas emissions,
e areductioninthe needforutility-provided network capacity,

o deferredorpermanentreductioninthe needforutility provided generation,
transmission, and distribution capacity,

e reducedtransmissionlosses,

e reducedenvironmentimpacts,

e improvedreliability,

e avoidedordeferredinvestments, and

e relieve transmission congestion.
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For clarity, the Panel is not suggesting that FortisBC's SGP should include a policy that requires FortisBCto
purchase incremented energy thatitdoes notneed orthat is not cost effective; however, the SGP filed in Stage
Il needs to establish a policy that defines how FortisBC measures cost-effectiveness when evaluating potential
long term energy purchase contracts with a self-generation customerand establish a policy that sets out
criteria that it will use when comparing a potential long term energy purchase contract with a self-generation
customer against other available resource options.

Clarification by way of policy will ensure thatall customers are treated in a fairmannerand will notresultinany
unjust, unreasonable, unduly discriminatory orunduly preferential treatment. Further, it will provide key
information to guide customers considering making investments in self-generation.

8.0 FINAL DETERMINATION AND THE STAGE Il FILING

The Panel determines that the principles setout in the 1999 Access Principles Application, approved by Order
G-27-99, are not relevantto the development of FortisBC’s SGP or the GBL Guidelines.

FortisBC is directed to file a Stage Il Self-Generation Policy Application, which includes both a comprehensive
Self-Generation Policy and Generator Baseline Guidelines, in accordance with the decisionissued concurrently
with this order, within 120 days of the date of this order.

(i) The comprehensive SGP needsto:

e Applytoboth currentand future customers;
e Identify how longthe policy will be in place and how often it will be reviewed or updated;

e Establish policies that outlines the circumstances under which FortisBC will do nothing, remove barriers
orincentself-generation;

e Establish policies that assistin mitigating barriers to cost-effective clean self-generation;

e Establishapolicy that defines how the net benefits of self-generation are measured. The filing needs to
include an analysis of alternate methods of measuring the long-term benefits of self-generation
including, ata minimum, consideration of: (i) the LRMC used by BC Hydro; (ii) the LRMC used in the DSM
Regulation; and (iii) FortisBC’'s updated LRMC that is expected to be filed as part of its next Long Term
ElectricResources Plan (due to be filed by June 30, 2016);

e Establish separate policies for customers thatintend to use self-generation to off-setload and policies
related to customers whointend to export self-generation;

e Establish policiesthataddress: (a) customersthat wish to use self-generation to off-setload butare not
exporting any self-generation; and (b) customers that wish to export self-generation but only after off-
settingtheirfull load. The policies should identify any material risks or barriers to such activities and
include policies on how those risks can be mitigated and barriers removed;

e Addressrestrictions on generatortype takinginto consideration the applicable sections of the CEA and
the BC Energy Planforself-generating customers off-setting load as well as exporting;
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e Include policiesthat address both exporting to a third party, and exporting to FortisBC;

e Establishapolicy that defines how FortisBC measures cost-effectiveness when evaluating a potential
longterm energy purchase contracts with a self-generation customers;

e Establishapolicy that sets out criteriathat will use when comparing a potential longtermenergy
purchase contracts with a self-generation customers against other available resource options;

e |dentify anytariffs, agreements, rate schedules, interconnection issues, transmission access issues and
any business practices necessary to facilitate such exporting to a third party or to FortisBC; and

e Include apolicy statementthatclarifies the role of the net-of-load restriction under a GBL construct.

(ii) The GBL Guidelines need to considerthat:

e The Panel supportsa policy that allows customers with self-generation to exportincremental self-
generationtoa third policy aslongas the riskto otherratepayers due to difference between the
regulated rates and the contract price or market price is mitigated;

e The Panel supportsa GBL construct to mitigate the risk to other ratepayers that demarks the amount of
electricity that the customer must generate forself-supply priorto using any self-generation forexport;

e ThePanel supportsthe position thatthe GBL consequently defines the supply obligation of the utility.
The GBL is not calculated by establishing the supply obligation but rather the amount of electricity that
the customer must generate forself-supply;

e ThePanel supportsthe policy where the net benefits are recognized and accrue to both the self-
generating customerand FortisBC’'s customers on ashared basis;

e ThePaneldoesnotsupportthe positionthatthe sharing of net benefitsis best reflected through the
Stand-by Rate’s SBBD, ratherthe Panel find that the GBL is the mechanism thatreflects asharing of the
net benefits between the ratepayers and the self-generator;

e ThePaneldoesnotsupporta policy thatwould allow aself-generating customerto elect, ona short
term opportunistic basis, whetherany incremental self-generation abovethe GBLwill be deemedto
serve the customer’sload ordeemedto be exported;

e The Panel doesnnotsupporta policy where acustomer with self-generation would have discretion as to
whetherthey use theirincremental self-generation to displace load orexport once the GBL is set;

e ThePanel generally supports the setting of the GBLat the normal historical levelforself-supplyforidle
generation; however, a definition of idle will be necessary;

e ThePaneldoesnotsupportthe setting of the GBL for customerwith new self-generation thatresultin
all self-generation being considered incremental and available for export; and

e ThePaneldoesnotsupportthe setting the GBL for customers currently exporting underthe net-of-load
construct being determinedinthe same mannerasis proposed for customers with idle generation (i.e.
on the basis of preserving the status quo).
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e ThePanelsupportsthe general concept thatif a customerdoes not have a GBL the net-of-load construct
would be the default.

(iii) The GBL Guidelines need to address:

e Alternative methods forsettingthe GBLfor customers with new generation, customers that make
upgradesto existing generation, and customers currently exporting underthe net-of-load construct as
the Panel does not supportthe historiclevel of self-supply approach forthese customers (status quo). At
a minimum the Stage Il filing will need to evaluate and consider the following three alternate
approaches (which could also applytoidle):

()  Settingthe GBL based on a percentage of generation obtainable from feedstock whichis
available as a by-product of the industrial processes, such as black liquor or hog fuel;

(i)  Settingthe GBL at the same percentage forevery customeron the basis of a percentage of their
load or as a percentage of generation. Forexample apolicy wherethe GBLis setfor every
customerbased on 25 percent, 50percent orsome other percentage of its load; and

(iii)  Settingthe GBL based on the method put forward by BCMEU whereby new generation could be
considered new and have adesignated GBLof 0 MW inyear 1 and a linearscale so that by year
30 the GBL on that generationis equal to full nameplate.

e AdjustmentstoaGBL once set;

e How long GBL will lastonce it has been set;

e Whetherchangestothe GBL will be required due toload changes, andif so how;
e Whethereach GBL will requires Commission approval; and

e Ifthe GBL will be a capacity measure (MW), an hourly energy measure (MWh/hour),an annual energy
measure (MWh/year).

9.0 APPLICATION FOR APPROVAL OF SECTION 2.5 GUIDELINES TO RATE SCHEDULE 3808

BC Hydro stated in the BC Hydro Section 2.5 Guidelines Application that “[u]ntil FortisBC clearly articulates the
service(s), if any, it will offerto enable its customers to simultaneously buy electricity from FortisBCand sell into
export markets, it will not be clear whetherthe arbitrage risks, to BCHydro ratepayers, associated with such
transactions will be mitigated.”?* BC Hydro concludes its Submissions in this proceeding by stating that it
“remains concerned thatthe FortisBCself-generation policy proposal would be expected to increase costs to

BC Hydro ratepayers through aninappropriate reliance on BCHydro embedded generation resources to support
electricity exports from the FortisBC service area.””*

FortisBC submits that “given that BC Hydro’s present submissions appearto be infused with the considerationsit
would apply to Section 2.5 Guidelines [Application], the Commission may wish to determinein full what would

204 B¢ Hydro Section 2.5 Guidelines proceeding, ExhibitB-1, p. 6.
295 Exhibit C2-3, p. 18.
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satisfy BCHydro, and whetherthose expectations are reasonable, before finally concluding this portion of the
present proceeding. It would be unfortunateif asimilarset of debates between FBCand BC Hydro had to recur

206
at a laterstage.”

The Panel setout as part of its Framework for Evaluation that one of the main objectives of FortisBC’'s SGP is the
eventual removal of the Section 2.5 Restrictions. The Panel remains concerned that a lack of acceptance on

BC Hydro’s part of FortisBC's SGP and GBL Guidelines could triggeranotherround of applications or complaints
and resultantin regulatory inefficiencies.

However, the Panelis optimisticthat the directives and guidance providedin this Stage | Decision will provide
enough clarity so as to remove BC Hydro’s concerns. Nevertheless, the Panel expects that BC Hydro’s position on
FortisBC’'s SGP and GBL Guidelines will be addressed through its interventionin the Stage Il filing.

Ultimately, the best place to resolve the matter of the eventualremoval of the Section 2.5 Restrictions is
throughthe BC Hydro Section 2.5 Guidelines Application proceeding. By Order G-4-15 the BC Hydro Section 2.5
Guidelines proceeding was suspended untilfurther notice. Itis likely bestto continue the suspension until after
the review of that FortisBC Stage Il Application has concluded; however, thatis not up to this Panel to decide at
thistime.

2% ExhibitB-7, paras. 120,122, 125.
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DATED at the City of Vancouver, in the Province of British Columbia, this 4" day of March 2016.

Original signed by:

B. A. MAGNAN
PANEL CHAIR / COMMISSIONER

Original signed by:

L. A. O’HARA
COMMISSIONER

Original signed by:

R. D. REVEL
COMMISSIONER



Sixth floor, 900 Howe Street

~ British Columbia Vancouver, BC Canada V6Z 2N3
BRITISH 1o, . . TEL: (604) 660-4700
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FAX: (604) 660-1102

ORDER NUMBER
G-27-16

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

and

FortisBC Inc.
Self-Generation Policy Application

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

on March 4, 2016

ORDER

WHEREAS:

A.

OnJanuary 9, 2015, FortisBCInc. (FortisBC) filed a self-generation policy application (SGP Application) with
the British Columbia Utilities Commission (Commission)in compliance with Directive 5 of Order G-60-14 and
Order G-67-14;

The SGP Application puts forward FortisBC’s high level policy statement (High Level Policy Statement) and, in
support of this statement, addresses the specific policy subject areas as identified in Directive 5 of Order
G-60-14. These areasinclude: arbitrage, 1999 Access Principles, a policy on Generator Baseline (GBL)
Guidelines, and the benefits of self-generation (Supporting Policies);

The British Columbia Old Age Pensioners’ Organization et al. (BCOPAO), B.C. Sustainable Energy Association
and Sierra Club of British Columbia (BCSEA), Commercial Energy Consumers Association of British Columbia
(CEC), British Columbia Hydro and Power Authority (BCHydro), British Columbia Municipal Electrical Utilities
(BCMEU), Zellstoff Celgar Limited Partnership (Celgar), and the Association of Major Power Customers
(AMPC) registered asinterveners;

By Order G-3-15, dated January 13, 2015, the Commission established a procedural conference that was
held on February 5, 2015;

Afterthe procedural conference by Order G-32-15 dated February 27, 2015, the Commission determined
that the review of the Application would proceed by way of the following two-staged approach:

Stagel: The Panel makes certain findings onthe High Level Policy Statement and Supporting Policies to
establish building blocks for Stage I1;

Stagell: Filingandreview of a Self-Generation Policy Application;

w2
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E. To ensurethatthe Panel had sufficientinformationin Stage | to considerthe High Level Policy Statement
and Supporting Policies, the Panel sought submissions and a reply from FortisBC on the Panel’s Issues List
that was previously the subject of comment by FortisBCand interveners (collectively the Submissions);and

F. The Panelconsideredthe evidence inthe Application and the Submissions and provides both guidance and
determinationsto assist FortisBCinthe development of acomprehensive Self-Generation Policy and GBL
Guidelinesthat will formthe basis for Stage Il.

NOW THEREFORE the British Columbia Utilities Commission orders as follows:

1. Within 120 days of the date of this order, FortisBCInc. (FortisBC) is directed to file a Stage |l Self-Generation
Policy Application, which includes both acomprehensive Self-Generation Policy and Generator Baseline
Guidelines, inaccordance with the decision issued concurrently with this order.

2. Theprinciplessetoutinthe 1999 Access Principles Application, approved by Order G-27-99, are not relevant
to the development of FortisBC’s Self-Generation Policy or the Generator Baseline Guidelines.

3. Participant costaward applications are to be filed within 45 days of the date of this order.

4. Thisorder concludesthe reviewofthe subjectapplication. The review of the Stage Il Self-Generation Policy
Applicationidentifiedin directive 1above will be established as anew proceeding.

DATED at the City of Vancouver, in the Province of British Columbia, this 4" day of March 2016.
BY ORDER
Original signed by:

B. A. Magnan
Panel Chair/Commissioner

Orders/G-27-16-FBC_Self-Generation Policy-Stage | Decision
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PANEL ISSUES LIST

Submissions were received from FortisBCand all the interveners. AMPCdid not answerthe questions; however,
along with BC Hydro and Celgarincluded submission on additional matters.

Panel Issues List

1)

2)

3)

4)

5)

6)
7)
8)

9)

What, if any, past Commission decisions are applicable in establishing a self-generation policy in the
FortisBCservice area? If any are applicable, please specify why.

Should the 1999 Access Principles established in Order G-27-99 apply to self-generating customers in the
FortisBCservice area?

What, if any, application does the BC Energy Plan have in establishing a self-generation policy in the
FortisBCservice area? If applicable, please specify why.

What, if any, application does the Clean Energy Act havein establishing a self-generation policy in the
FortisBCservice area? If any are applicable, please specify why.

What, if any, are the current and future potential benefits or drawbacks to self-generation in the Fortis
BC service area? (i) How does a self-generator’s location impact the assessment of current and future
benefits? (i) How, if at all, should the relative benefits or drawbacks of any particular self-generator be
reflected in determining a GBL?

Should FortisBC’s self-generation policy incent self-generation? If yes, under what circumstances?
What should the definition of arbitrage be in the current and future FortisBC service area environment?

Is there a role forthe net-of-load concept in the FortisBC service area if the GBL methodology is
accepted? Ifyes, whatis thatrole?

How should the GBL be defined in the context of both idle historic self-generation and currentidle self-
generation?
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LIST OF ACRONYMS
AMPC Association of Major Power Customers
APA 1999 Access Principles Application

BC Energy Plan

2007 BCEnergy Plan: A Visionfor Elan Energy Leadership Guidance

BC Hydro

British Columbia Hydro and Power Authority

BC Hydro Contracted GBL Guidelines
Application

BC Hydro Application for Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14

BC Hydro Section 2.1 of the 1993 PPA

Application by BCHydroto Amend Section 2.1 of Rate Schedule
3808 PowerPurchase Agreement

BC Hydro Section 2.5 Guidelines
Application

Applicationfor Approval of Section 2.5 Guidelines for Tariff
Supplement No. 3to Rate Schedule 3808

BCMEU British Columbia Municipal Electrical Utilities

BCOAPO British Columbia Old Age Pensioners’ Organization etal.

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

CEA Clean Energy Act

CEC Commercial Energy Consumers Association of British Columbia

Celgar Zellstoff Celgar Limited Partnership

Celgar Complaint Application

Zellstoff Celgar Limited Partnership Complaint regarding the failure
of FortisBCInc.and Celgarto complete a General Service Agreement
and FortisBC’s Application of Rate Schedule 31 Demand Charges
Application

Commission, BCUC

British Columbia Utilities Commission

CSB CustomerSpecificBaseline
Directive 5 Directive 5of Order G-60-14
DSM Demand-sidemeasures

EPA Energy Purchase Agreement

FortisBC, Applicantor FBC

FortisBClInc.
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G-38-01 Decision Decision on BC Hydro Obligation to Serve Rate Schedule 1821
Customers with Self-Generation Capacity

GBL GeneratorBaseline

GBL Guidelines Application The FortisBC Generator baseline Guidelines Application to be filedin
Stage ll

Kelowna Decision FortisBC Application fora Certificate of Public Convenience and
Necessity forthe Purchase of the Utility Assets of the City of
KelownaPhase 2

LDA Load Displacement Agreement

LRMC Lon Run Marginal Cost

Matching Methodology A Filing by FortisBC Inc. Guidelines Establishing Entitlement to Non-
PPA Embedded Cost Powerand Matching Methodology

MW Megawatt

New PPA New Power Purchase Agreement

New PPA Decision Decision onthe BC Hydro Application for Approval of Rates between

BC Hydro and FortisBCInc. with regards to Rate Schedule 3808,
Tariff Supplement No. 3— PowerPurchase and Associated
Agreements, and Tariff Supplement No. 2 to Rate Schedule 3817

Panel Issues List List of nine panel Issues

PSA Proposed Settlement Agreement

SBBD Stand-by Billing Demand

Section 2.5 New PPAincludingsection 2.5(a)(ii)

Section 2.5 Restrictions Restrictionsincludedin section 2.5(a)(ii) of the New PPA

SGP Self-Generation Policy

SGP Application FortisBCInc. Self-Generation Policy Application Stage |

Stand-by Rate Decision —Stage | Decision onthe FortisBC Application for Stepped and Stand-by Rates

for Transmission [Voltage] customers —Stage |

Submissions Submission receiveforfrom FortisBCInc. and Interveneron the
Panel Issues List

Tolko Tolko Industries Ltd.
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TS to RS 37 Application

Directive to FortisBCto file a Tariff Supplement to Electric Tariff
Rate Schedule 37that establishes the principles to be consideredin
setting future customer’s Stand-by Billing Demand (Decision
attached to Order G-46-15, p.24 inthe Application for Approval of
Stepped and Stand-by Rates for Transmission [Voltage] Customers)

UCA

Utilities Commission Act
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