BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-156-10

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

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

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

and

An Application by FortisBC Inc.
for Approval of a 2009 Rate Design and Cost of Service Analysis

BEFORE: A.J. Pullman, Panel Chair/Commissioner
L.A. O’Hara, Commissioner October 19, 2010
M.R. Harle, Commission

ORDER
WHEREAS:

A. On October30, 2009, pursuantto sections 58 and 61 of the Utilities Commission Act (the Act), FortisBCInc.
(FortisBC) filed its 2009 Rate Design and Cost of Service Analysis Application (Application)forapproval by
the British Columbia Utilities Commission (Commission);

B. On November 26,2009, the Commissionissued Order G-139-09 establishing aninitial Regulatory Timetable
for the proceedingtoreview the Application;

C. OnDecember15, 2009, a Procedural Conference was heldin the City of Kelowna;

D. On December21, 2009, the Commissionissued Order G-166-09, amendingthe initial Regulatory Timetable.
Order G-166-09 established thatan Oral PublicHearingwould be held in the City of Kelowna, commencing
Monday, May 3, 2010;

E. By letterdatedFebruary 15, 2010, Zellstoff-Celgar Limited partnership (Celgar) applied for Commission
determinationsthat establishing a Generation Baseline (GBL) for Celgar’s Castlegar pulp millwould be
appropriate withinthe scope of the rate design proceeding, and for procedural directions to accommodate
addressingthe GBL (the Celgar Application);
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By letterdated February 18, 2010, the Commission invited FortisBC and registered Interveners to make
written submissions on the Celgar Application. Responses supporting the Celgar Application werereceived
from British Columbia Old Age Pensioners’ organization et al. (BCOAPQ), Mr. Andy Shadrack, and Mr. Alan
Wait; submissions opposing the Celgar application were received from British Columbia Municipal Electric
Utilities (BCMEU) and FortisBC. British ColumbiaHydro and Power Authority (BCHydro) took no position
concerningthe appropriateness and determination of a GBL between FortisBC and Celgar within the scope
of the proceeding. However, BCHydro submitted that the existing generation baselinespecified in the
Energy Purchase Agreement (EPA) betweenitself and Celgar and the Power Purchase Agreement between
FortisBCand BC Hydro, as amended, should be outside the scope of the proceeding. In Reply, Celgaragreed
with BC Hydro’s position on excluding those two matters from the scope of the proceeding;

On March 3, 2010, the Commissionissued Order G-35-10, with Reasons for Decision, with respecttothe
Celgar Application. The Regulatory Timetable was amended to permit Celgarto file evidence on establishing
a GBL with FortisBC (the GBL Evidence), and to allow fora round of Information Requests (IRs) on the GBL
Evidence. Celgarwas directed to make awitness panel available for cross-examination on the GBL Evidence
at the oral hearing. The contractual generation baseline establishedinthe EPA between BCHydro and
Celgarwasruled outside the scope of this proceeding. The Commission would determine whether the GBL
Evidence was ultimately relevant to the proceeding as part of the Rate Design Decision,and, if appropriate,
determine a GBL between Celgar and FortisBC;

By letter dated March 22, 2010, FortisBCapplied tothe Commission (the Reply Application)forapproval to
file Reply Evidence to address certain matters raised in Intervener Evidence filed on March 15, 2010.
FortisBC claimed that the Reply Evidence would minimize the new matters likely to arise during the oral
hearing. By letter dated March 24, 2010, BCMEU filed an objection, requesting that, should the Reply
Application be approved, parties would have aright to file IRsonthe Reply Evidence. By letterdated
March 26, 2010, the Commissioninvited otherIntervenerstocommentonthe Reply Application;

On April 12, 2010, after consideringthe Reply Application, submissions from BCMEU and otherInterveners
and a FortisBCreply, the Commission granted the Reply Application subject to the right of Intervenersto
make submissions on the admissibility of the Reply Evidence. Order G-69-10 was issued amending the
Revised Regulatory Timetable to allow FortisBCto file Reply Evidence by Thursday, April 22, 2010;

The oral publichearingwas heldin the City of Kelowna, commencing Monday, May 3, 2010 and concluding
Friday, May 7, 2010. The parties agreed ona preliminary schedule for Final Argumentin light of an
undertaking by FortisBCto file arevised Cost of Service Analysis (Revised COSA) by May 14, 2010. The Panel
gave Interveners until May 21, 2010 to provide written submissions to the Commission on whether the
Revised COSA required process beyond the preliminary schedulefor Final Argument. The Commission left
the evidentiary record open pendingreceipt of Intervener comments;
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On May 14, 2010, FortisBCfiled the Revised COSA (Exhibit B-35) containing summary tables showing various
scenarios requested by the Commission and Interveners;

By May 21, 2010, the Commission had received submissions on further process fromsix Interveners. Big
White, Mr. Shadrack, and BCOAPO supported further process with respect to the revised COSA; all other
Interveners submitted that no further process was required. Big White proposed thatthe Commission
assign no weightto the Revised COSA, using the existing evidence and timetableto setrates for FortisBC. As
an alternative, Big White requested an extension of the evidentiary phase (possibly reconvening the oral
hearing) to allow for a full and comprehensive review forthe rates suggested by the Revised COSA,;

. On May 25, 2010, the Commissionissued Order G-86-10, with a Supplementary Regulatory Timetable
extending the evidentiary phase of the hearingto allow IRs on FortisBC Exhibits B-33and B-35;

. By letterdatedJune 7,2010, Celgaradvised the Commission of its objections concerning certain IRs
submitted to FortisBC pursuantto Order G-86-10. Celgaridentified the specificIRsit objectedto
(Contentious IRs), giving reasons forits objections;

By LetterL-44-10 the Commissioninvited FortisBC and Intervener submissions on Celgar’s objections to the
Contentious IRs. Parties were invited to comment on whetherthe Contentious IRswere in scope, raised
new issues, necessitated further process, and if so, whatfurther process would be necessary. The
Commission received comments on Letter L-44-10 from the BCMEU, Big White, and FortisBC;

On June 18, 2010, the Commissionissued Letter L-51-10directing FortisBCto respondto all of the
Contentious IRs. LetterL-51-10 also amended the Supplementary Regulatory Timetable specifiedin
Order G-86-10;

. Afterconsideringthe submissionsreceivedin response to Letter L-44-10 the Commission, by letter dated
July 30, 2010, announced that an Oral Phase of Argumentwould be heldinVancouveron Tuesday,
September7,2010;

The Oral Phase of Argumentwas heldinVancouveron September 7, 2010; and

The Commission Panel has considered the Application, including Celgar GBL proposal, and the submissions
of Interveners.
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NOW THEREFORE the Commission forthe reasons statedinthe Decisionissued concurrently with this Order
ordersthat:

1

10.

FortisBC comply with all the directives of the Commission in the Decision that are not specifically mentioned
below.

FortisBC’s proposal to use contract demand or demand limits for some customer groupsis denied.

FortisBCre-run and submit the COSA with all the adjustments described inthe Decision within 30days of
this Order.

FortisBCsubmita final set of rates based on the revised COSA within 60 days of the date of this Order.

FortisBCis directed to develop aplanforintroducing residentialinclining block rates thatalsoincorporate a
lower Basic Charge in the immediate future and file an RIB rate application with the Commission no later
than March 31, 2011.

FortisBCis directed toinitiate consultations with its industrial customers with the goal tointroduce a
stepped rate fortransmission service similarto RS 1823 of BC Hydro. FortisBC’saction plan forthis matteris
to beincludedinthe compliance filing within 60 days of the date of this Order.

FortisBCis directed to reconsiderthe concepts underpinning RS 33 that were approved by the Commission
in Order G-15-98 and resubmititin accordance with those principles. FortisBCisalsodirectedinits
compliance filing to set out how the wires charge components orits TOU rates were determined within 60
days of the date of this Order.

Celgarisineligibletotake service underRS 33. FortisBCisdirectedtoprovide CelgarserviceunderRS 31
effectivelanuary 2, 2011.

FortisBC's proposed range of reasonableness of 95 percentto 105 percentisapproved.

The appropriate target for revenue-to-costratiosin each classis unity or one, and that future rebalancing
should only be required when a customer class falls outside the range of reasonableness. FortisBCis
directedto adjustits rates with the goal of achieving R/Cratios of one foreach class.
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11. FortisBCisdirected to determine the nature of its Irrigation customers, to identify which of them are
irrigation ordrainage, and to ascertain theireligibility for service under RS 60 and RS 61. Until FortisBCis
betterable to demonstrate the load characteristics of the Irrigation class, the Irrigation class is exempt from
rate rebalancingandissubjectonly to base adjustments associated with FortisBCrevenuerequirements and
BC Hydro flow-through.

12. FortisBCisdirectedto develop anew policy that demonstrates the management of credit risk through
ongoingactive monitoring of credit worthiness and whichis non-discriminatory in nature.

13. FortisBCisto returnthe security depositin respect of International Forest Products Ltd. forthwith.

DATED at the City of Vancouver, in the Province of British Columbia, this 19" day of October2010.
BY ORDER
Original signed by:

A.J. Pullman
Panel Chair/Commissioner
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