BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-42-15

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

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

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

and

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

BEFORE: L. A. O’Hara, Panel Chair/Commissioner
R. D. Revel, Commissioner March 27, 2015
B. A. Magnan, Commissioner

ORDER
WHEREAS:

A. On November?2,2012, British ColumbiaHydroand Power Authority (BC Hydro) filed an application with the
British Columbia Utilities Commission (Commission) for Approval to Amend Tariff Supplement No. 74
CustomerBaseline Load Determination Guidelines for Rate Schedule 1823 Customers with Self-Generation
Facilities (TS 74 Application);

B. The proposedamendmentsto TS 74 impacted GBLs for customers with contracted generating units
(Contracted GBLs); however, the principles for setting Contracted GBLs were notaddressed as part of the
TS 74 Application. Inthat proceeding, BCHydro stated that BC Hydro and the customer negotiate
Contracted GBLs in accordance with the principles set out inthe 2012 GBL Information Report;

C. OnFebruary17, 2014, by Order G-19-14, the Commission made its final determination on the TS 74
Application and, pursuant to Directive 2, directed BCHydro to file an application with the Commission for
approval of updated GBL Guidelinesto be incorporatedinto TS 74;

D. On May 21, 2014, BC Hydro applied tothe Commission forareconsideration and variance of Order G-19-14
requesting that the Commission rescind Directive 2 (Phase 1 Reconsideration Application). By Order
G-106-14, dated July 25, 2014, the Commission denied BCHydro’s application torescind Directive 2 as it
related to BC Hydro’s requirementto file an application with the Commission forapproval of updated
Contracted GBL Guidelines. However, the Commission accepted that there may be alternatives to filing the
Contracted GBL Guidelines otherthanincorporatingtheminto TS 74 and established Phase Two to
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reconsider Order G-106-14 as itrelates to where the Contracted GBL Guidelines should reside (Phase 2
Reconsideration);

On December 12, 2014, BC Hydro fileditsapplication for approval of Contracted GBL Guidelines in
compliance with Order G-19-14 and the Phase 2 Reconsideration and Variance established by Order
G-106-14 (the Application);

In the coverlettertothe Application, BCHydro proposes a regulatory process and timetable consisting of
one round of information requests (IRs) followed by a streamline review process. On December 16, 2014,
the Commissionissued Order G-199-14, establishing aninitialregulatory timetable for the review of the
Application which included, amongotherthings, one round IRs and submissions from the parties on further
regulatory process;

The British Columbia Old Age Pensioners’ Organization et al., B.C. Sustainable Energy Association and Sierra
Club of British Columbia, Commercial Energy Consumers Association of British Columbia, FortisBCInc.,
Zellstoff Celgar Limited Partnership, the Association of Major Power Customers and West Fraser Mills
registered asinterveners;

By Order G-12-15, the Commission established that a procedural conference would take place on Thursday,
February 5, 2015, and also suspended the Regulatory Timetable established by Order G-199-14;

On February 12, 2015, by Order G-18-15, after considering submission made atthe procedural conference,
the Commission, among otherthings, found that the establishment of anissueslist to guide the partiesis
preparingtheirinformation requests (IRs) would be an efficient step and sought submission on a Panel
General Issues List; and

The Commission has considered the submissions and finds the Panel Generallssues List should be finalized
and the Order G-199-14 suspension should be lifted.

NOW THEREFORE, the Commission orders as follows:

1.

For the reasons stated in Appendix A to this order, the final Panel General Issues Listisas setout in
Appendix Btothis order.

The suspension of Order G-199-14 is lifted and the Regulatory Timetable thereinisamended assetoutin
Appendix Ctothis order.
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3. Adeadline forsubmitting Participant Cost Award Budgets will be established once adetermination on
further process has been made.

DATED at the City of Vancouver, inthe Province of British Columbia, this 27" day of March 2015.
BY ORDER
Original signed by:
L. A. O’Hara

Panel Chair/Commissioner
Attachments

Orders/G-42-15_BCH_GBL-TS 74_Regulatory Timetable
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British Columbia Hydro and Power Authority
Application for Approval of Contracted Generator Baseline Guidelines
and Reconsideration and Variance of Order G-19-14

REASONS FOR DECISION

1.0 INTRODUCTION

On December 12, 2014, the British Columbia Hydro and Power Authority (BC Hydro) filed its application for
approval of Contracted GBL Guidelinesin compliance with Order G-19-14and the Phase 2 Reconsideration and
Variance established by Order G-106-14 (Application).

By Order G-12-15, the British Columbia Utilities Commission (Commission) established thata procedural
conference would take place on Thursday, February 5, 2015.

As determined by Order G-18-15 and attached reasons emanating from the procedural conference, the
Commission explained and determined that the hearing of the Application would follow a process whereby the
Panel putforth a general list of issues (Panel General Issues List) it considers important and circulated thatlist
for commentfromall parties. The Panel also found meritin the suggestion thatthe Panel General Issues List
wouldidentify issues of importance tothe Panel but the detailed scoping process will be determined through
the information request (IR) process. Thus, in providing afinal Panel General Issues List, in these reasons, the
Panel affirmsthat thislistis directive of itsinterests at the outset of the hearing but not determinative of the
final scope, relevance and weight of issues. The Panel is grateful for the thoughtful comments received from
parties and their willingness to find common ground upon which to assist the Panel in finalising the list.

2.0 CONSIDERATION OF SUBMISSIONS ON THE ISSUES LIST

All parties support the draft Panel General Issues List amended by the proposed clarifications and additions
submitted by BCHydro inits submission dated February 23, 2015," otherthanthe Commercial Energy
Consumers Association of British Columbia (CEC) who provided some comments regarding Issue #7. Although
supportingthe list, certain parties suggested that furtherissues be added. Thesereasons will address the
non-contentiousissuesfirst, and then proposed changes to Issue #7 and finally, the suggested alterations and
additions.

2.1 Non-Contentiousissues

The followingisalist of the non-contentiousissues as revised and expanded by BCHydroinits submissionand
subsequently agreed to by all partiesin theirrespective submissions.

1) Isthe substantial purpose of the Contracted Generator Base Line (GBL) Guidelinestoincent
self-generation by removing barriers while at the same time mitigating arbitrage?

2) Shouldthe Contracted GBL Guidelines apply to both Distribution and Transmission self-generation
customers?

! Exhibit B-3.
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4) Whatisthe appropriate operational definition of arbitrage in the context of the Contracted GBL
Guidelines?

5) Where shouldthe Contracted GBL Guidelines reside? Answersto this question should include both legal
and rate regulation considerations.

6) DoesOrderG-38- applyto BC Hydro? If so, should Order G-38-01 continue to apply to BC Hydro?

8) Whatisthe contextwithin whichthe Contracted GBLGuidelines will be used, and how will Contracted
GBLs determinedin accordance with these guidelines be used?

9) What are the merits of the Contracted GBL approach for a utility to incentivize incremental self -
generation ata customer’ssite?

10) Do the Contracted GBL Guidelines provide an appropriate framework within which the Commission will
be able to assess whetherfuture EPAsand LDAs between BCHydro and its self-generating customers
are inthe publicinterest?

2.2 Issue #7

In its submission, CEC notes that BCHydro proposestoamend Issue #7 to specify that the deemed energy and
demand purchases being considered are with regard to the Electricity Purchase Agreement (EPA) and are not
relevant to Load Displacement Agreement (LDA). CEC submits that the clarification is not necessary and could
serve to potentially limitthe scope of the proceeding; however, to the extent that the Application applies only
to those customers with either an EPA, oran LDA, and would not be expected to have furtherimplications
beyond these two situations, the CEC does not object to the amendment.

In its Reply, BCHydro confirms that the Contracted GBL Guidelines will only be used in connection witha
prospective EPA or LDA between BC Hydro and a self-generating customer. >

Panel determination

The Panel observesthat BC Hydro, while confirming the intended application of the Contracted GBLGuidelines,
has not objected tothe CEC’s submission to leave Issue #7 as originally proposed by the Panel. The Panel finds
that inorder to ensure that the scope of the issue is not limited in any way, Issue #7 will not be restricted to
applyingto EPAs as suggested by BC Hydro; however, the Panel will amend Issue #7 to reflect BC Hydro’s
recommendation that it apply to energy as well as to demand.

2.3 BCOAPOQ’s proposed additions

British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) submits thatan additional issue be added to
the list. Specifically, BCOAPO queries whether the proposed Contracted GBLGuidelines provide an appropriate
and adequate framework for BCHydro and its self-generating customers and potential self-generating
customersto assesstheirown respective interests with respectto enteringintoan EPA or LDA. 4

2 ExhibitC1-2.
? ExhibitB-4.
* Exhibit C5-2.
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Inits Reply, BCHydro submits thatit does not understand the additionalissue suggested by BCOAPO and
thereforeis notable tocomment.

Panel determination

The Panel finds that BCOAPQ’s proposed additionalissue in fact falls underthe broader Panel General Issue #3.
However, the Panel appreciatesthatIssues #3 could be furtherclarified to ensure BCOAPQ's is addressed.
Therefore, the Panel hasamended Issue #3 as follows:

3) Are the Contracted GBL Guidelines adequate and appropriate? Are they transparent and do they
effectively mitigate arbitrage?

24 CEC’s proposed additions

In its submission the CEC proposes the followingamendments to Issues #1, #3 and #4, as underlined below:

1. Isthesubstantial purpose of the Contracted Generator Base Line (GBL) Guidelines to
incentself-generation by removing barriers while at the same time mitigating arbitrage?
If not, what other purposes or ancillary benefits are served by the GBL?

3. Arethe Contracted GBL Guidelinestransparent and do they effectively mitigate arbitrage inthe best
way possible? If not, what alternatives exist forimproving transparency and mitigating arbitrage?

4. What isthe appropriate operational definition of arbitrage in the context of the
Contracted GBL Guidelines and is there aneed for such arbitrage to be mitigated?’

In reply to CEC, BC Hydro submitsthatit does not object to the proposed amendments and suggests the test
concerningtheir conclusion should be whetherthey are of intere st to the Commission Panel. °

Panel determination

The Panel finds thatthe amendments to Issues #1 and #3 as proposed by the CEC do not necessarily expand the
scope of the issues thatare covered by the Panel’s more general issue, but do provide some additional helpful
detail thatthe Panel considers of interest. On that basis, and considering that BC Hydro does not oppose the
amendments, the Panel has reflected themin the Final Panel General Issues List.

However, in regards tothe suggested amendmentsto Issue #4 the Panel finds that the language proposed by
CEC would further expand the scope of the issues and is not of particularinteresttothe Panel. Therefore, the
Panel has not amended the final Panel General Issues List for Item #4 as proposed by CEC.

> Exhibit C1-2.
® ExhibitB-4.
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2.5 Celgar’s Submission

2.5.1 RelevantFilings and Determinations— proposed historical review

Celgarstates, and requests, thata review of select examples of BCHydro’s past GBL practices and
determinationsis essential to an understanding of how the Contracted GBL Guidelines will actually workin
practice, and whether modifications are necessary to ensure transparency, consistency, and their
non-discriminatory application’.

Celgar submits underthe heading “Relevant Filings and Determinations” that the Commission mustbearin mind
its most recent decisions relatingto GBLs when establishing the Panel General Issues List. Celgar first points out
that inthe Decision accompanying Order G-19-14 the Commission determined that “both Contracted and Non-
Contracted GBLs meetthe definition of a ‘rate’ in the context of [Tariff Supplement] TS 74” and stated that “the
Commission considers that, although Contracted GBLguidelines would be restricted to TS 74, there is meritto
the transparency and consistency in theirapplication which is likely to result.”® [Emphasis added]

In makingits second point Celgar submits that the Commission mustalso bearin mind that the Contracted GBL
Guidelines, whilenew, appearto reflect past practices. Celgar quotes BCHydro as stating that “the Attachment
B guidelinesincorporate business practices developed and applied by BCHydro since RS 1823 came in effectin
April 2006, and generally do not representany new or changed practices.”’

Celgargoeson to submit that:

Given that BC Hydro's Contracted GBLs are a "rate", subject to non-discrimination
(consistency) and transparency requirements,and given that BCHydro’s GBL practices apparently
have not changed since atleast 2006, Celgar submits that a review of select examples of past
practices and determinations is essential to an understanding of how the guidelines will actually
work in practice, and whether modifications are necessary to ensure transparency, consistency,
and their non-discriminatory application. According to BC Hydro, these guidelines are not new
but instead reflect long-established practice. Therefore, they can be understood and properly
evaluated onlyinterms of that past practice . These are NOT new guidelines to be implemented
only prospectively.Thatis, an examination of afew examples of BCHydro's past GBL practices will
be relevant in determining whether BCHydro’s GBL Guidelines, as filed, will result in consistency
and transparency going forward. Again, CelgarisNOT proposing that this proceeding review all
prior GBL determinations.®

In response to Celgar’s proposal to allow the review of BCHydro’s past GBL practices in considering the
Application, BCHydro statesinits Reply: “the Contracted GBL Guidelines...did not exist when BC Hydro
determined Contracted GBLs in the past, and the Guidelinesincluded with the Application will be
applied only prospectively if and when BCHydro negotiates anew Electricity Purchase Agreement (EPA)
or Load Displacement Agreement (LOA) with a self-generating customer.”

7 ExhibitC3-2, p. 2.
& ExhibitC3-2, p. 2.
° BCH TS 74 GBL proceeding, ExhibitB-1, cover letter.
1% ExhibitC3-2, p. 2.
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BC Hydro furtherargues that Celgar's portrayal of the Commission’s Order G-19-14 Decisionis not
accurate. BC Hydro submits thatthe business practices Celgarrefersto are those that were codifiedin
the TS 74 AttachmentBguidelines and apply tothe determination, adjustmentandreset of a customer
baseline load (CBL) for RS 1823 stepped rate energy billing. BC Hydro submitsthatthe TS 74
AttachmentB guidelines are not used to determinea Contracted GBL.

Panel determination

As stated by BC Hydro, the Attachment B guidelines approved by the Commission andincluded in TS 74 were not
new and reflected long-established practice. While the Attachment B Guidelines do establish the
determination of Non-Contracted GBLs they do not currently codify how Contracted GBLs are established, and
thisis precisely why the Commission directed BCHydro to file such guidelines. Therefore, the Panelfinds that
the Attachment B guidelines do not reflected past business practices relating to the setting of Contracted GBLs
as submitted by Celgar.

Furthermore, although the Decision accompanying Order G-19-14 did state that there was meritinthe
Contracted GBL Guidelines being consistently applied there was nothing specifically in those reasons stating that
such consistency would not be on a go forward basis once the GBL Guidelines wereapproved.

Therefore, the Panel has decided not to add this issue to the Panel General Issues List. The purpose of the
Panel General Issues Listis not to be determinative but ratherto offerguidance to the parties regarding the
issuesthe Panel seesasimportantto make the required determinations. It may well be that Celgaris able to
alignthe historical practices and determinations to anissue of interest to the Panel; however, the issue of
historical practices and determinations, inisolation, is not of sufficientinterest tothe Panelto be included on
the Panel General Issues List. As Celgaritselfnoted during the procedural conference, the ultimate scope of the
hearing can be addressed by BC Hydro objecting torespond to a specificinformation requests and the Panel
makinga rulingif necessary.

2.5.2 Additional Issues

Celgaralso proposesa large number of questions (issues) be added to the final Panel General Issues List. These
guestions were presented under the following three broad headings:

e Transparency and Non-discrimination (Consistency), Past Business Practices and GBL Determinations
e ObligationtoServe
e EconomicEfficiency, GBLDeterminations and Incentives

Celgar submits that “some of the additional issues [questions] would likelybe encompassed by one or more of
the broaderissues proposed by the Commission, but, for the sake of clarity, are included.”**

In its Reply, BCHydro states:

With respect to additional issues, Celgarsuggests 20detailed issues be added tothe issues list.
Many of Celgar'sissues may be relevantto the FortisBC self-generation policy application forthe
FortisBCservice area, butthey are not relevantto BC Hydro's Application. Moreover, BCHydro
believes that Celgar's approach to suggesting additional issues stems from a misunderstanding of

" Exhibit C3-2.
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the purpose of the Panel's general issues list. As discussed above, the test forincludinganissuein
the final listshould be whetherthe issueis of interest to the Panel and not whetherthe issue is of
interesttoa particular party. BC Hydro submits thatincluding all of Celgar'sissuesinthe final issues
list would defeat the purpose and potential benefits of having a Panel issues list.*?

Panel determination

In considering the numerous questions posited by Celgar, the Panel is of the view that most of these questions,
otherthan those specifically addressed below, are somewhat of interest to the Panel. However, the Panelfinds
that they could be examined toagreateror lesserdegree underthe generalissues already proposed by the
Panel and subsequently altered by these reasons. The Panel also notes that many of these questions are too
specificto offer general guidanceto parties andinstead, ifincorporated in the final list, would make the
definition of the scope toorigid. The Panel shares BCHydro’sview thatincluding all of the Celgarissuesin the
finalissueslist would defeat the benefits of having anissues list. The Panel therefore finds that the entire
twenty questions as posited by Celgar should not be incorporated into the final Panel General Issues List.

The Panel, however, does find that BC Hydro’s obligation to serve which was posited by Celgaras one of the
three broad groups of questions to be of particular interest to the Panel and has included the following
question on the final Panel General Issues List:

8) Whatis therelationship, if any, between Contracted GBLs and BC Hydro’s obligation to serve?

Further, underTransparency and Non-discrimination (Consistency), Past Business Practices and GBL
Determinations, Celgar question #4, the Panel does not considerthat contemplating other mechanisms outside
of the GBL methodology to be of particularinterest. Inregards to questions #7 and #8 underthe same heading
the Panel hasaddressed those in Section 2.5.1above and has indicated thatthey are also not of particular
interesttothe Panel.

3.0 FINAL PANEL GENERAL ISSUES LIST

Afterdue consideration of the submissions, the final Panel General Issues List as setout in Appendix B
represents those matters the Panel finds of broad interest. Further, the Panel remains mindfulthat the listis
directive ratherthan determinative and that details relating to both the scope and weight of each matter will be
determined duringthe information request process.

2 Exhibit B-4.
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Final Panel General Issues List

1)

2)

3)

4)

5)

6)

7)

8)

9)

Is the substantial purpose of the Contracted Generator Base Line (GBL) Guidelines to incent self-
generation by removing barriers while at the same time mitigating arbitrage ? If not, what other
purposes or ancillary benefits are served by the GBL?

Should the Contracted GBL Guidelines apply to both Distribution and Transmission self-generation
customers?

Are the Contracted GBL Guidelines adequate and appropriate? Are they transparent and do they
effectively mitigate arbitrage? If not, what alternatives exist forimproving transparency and mitigating

arbitrage?

What is the appropriate operational definition of arbitrage in the context of the Contracted GBL
Guidelines?

Where should the Contracted GBL Guidelines reside? Answers to this question should include both
legal and rate regulation considerations.

Should Order G-38-01 continue to apply to BC Hydro?

What is the relationship between Deemed Energy and Demand for BC Hydro self-generating customers
and their use for billing purposes?

What is the context within which the Contracted GBL Guidelines will be used, and how will Contracted
GBLs determined in accordance with these guidelines be used?

What are the merits of the Contracted GBL approach for a utility to incentivize incremental self-
generation at a customer’ssite?

10) Do the Contracted GBL Guidelines provide an appropriate framework within which the Commission

will be able to assess whetherfuture EPAs and LDAs between BC Hydro and its self-generating
customers are in the publicinterest?

11) What is the relationship, if any, between Contracted GBLs and BC Hydro’s obligation to serve?
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REGULATORY TIMETABLE

ACTION DATE (2015)

Commission and Intervener Information Request No. 1 Tuesday, April 7
BC Hydro ResponsestoInformation Request No. 1 Friday, April 24
Intervener Submissions on Further Process Friday, May 1
BC Hydro Reply to Intervener Submissions of Further Process Friday, May 8
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