BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-27-15

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, R.S.B.C. 1996, Chapter 473

and

Thermal Energy Systems Framework
Revisions to the Thermal Energy Systems Regulatory Framework Guidelines

BEFORE: D. M. Morton, Panel Chair/Commissioner
L. A. O’Hara, Commissioner March 2, 2015
R. D. Revel, Commissioner

ORDER
WHEREAS:

A. On August 28, 2014, in Order G-127-14, the British Columbia Utilities Commission (Commission) approved
and issued the Thermal Energy System (TES) Regulatory Framework Guidelines;

B. On August1l, 2014, inthe FortisBCAlternative Energy Services (FAES) Application for Certificate of Public
Convenience and Necessity (CPCN) and Rate Approvals Established in Agreements for TES for the Artemisia
Development proceeding (Artemisia proceeding), Ameresco Canada Inc. (Ameresco) raised the question
(ExhibitD-1inthe 2014 Artemisia proceeding) of whether, inthe case of a purchase of a TES, the purchase
price should be the basis forthe determination of the status of the TES for exemption or whetheritshould
be the actual capital cost to construct the TES;

C. OnSeptember17, 2014 (Exhibit A-10inthe TES Regulatory Framework proceeding) the Commission
requested submissions from participants on the question of capital costs versus the purchase price and
regulatory status of a TES;

D. On October3 and October 24, 2014, the Commission received submission from FAES, Ameresco, the BC
Sustainable Energy Association and Sierra Club of BC (BCSEA-SCBC) and the British Columbia Pensioners’ and
Seniors Organisation, Active Support Against Poverty, BC Coalition of People with Disabilities, Counsel of
Senior Citizens’ Organisation of BC, and the Tenant Resource Advisory Centre (BCOAPO);

E. The Commission hasconsidered the submissions made by interveners on the issue raised by Ameresco, as
well as otherissuesraised by parties within their submissions, and finds that several clarificati ons and
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housekeeping modifications to the Commission’s Thermal Energy Systems Regulatory Framework Guidelines
are warranted.

NOW THEREFORE pursuantto section 11 of the Administrative Tribunals Act in accordance with the Decision
issued concurrently with this Order, the Commission’s Thermal Energy Systems Regulatory Framework
Guidelines, attached as Appendix A to this Order, are in effect.
DATED at the City of Vancouver, inthe Province of British Columbia, this 2nd day of March 2015.
BY ORDER
Original Signed By:
D. M. Morton

Panel Chair/Commissioner
Attachment

ORDERS/G-27-15_BCUC-TES-Framework_Revisions to the TES Guidelines
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For further information, contact:

British Columbia Utilities Commission
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Vancouver,BC V6Z 2N3

Telephone: (604) 660-4700

Toll Free: 1-800-663-1385
Facsimile: (604) 660-1102
Commission.Secretary@bcuc.com
website: www.bcuc.com
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INTRODUCTION

These Guidelines describethe regulatory framework for Thermal Energy Systems (TES). Theyareintended to
inform persons (which mayincludeanindividual oracompany) who own or operate TES (TES Providers) on the
regulatory approval process and ongoing regulatory requirements to construct and operate aTES and charge
ratesto customers of those Thermal Energy Systems in British Columbia.

These Guidelines may be revised or updated fromtime totime in orderto incorporate lessons learnt and adjust
to evolving market circumstances and changes to the Utilities Commission Act (UCA).

To whom do these Guidelines apply?

These Guidelines are applicable to all TES Providersin the Province of British Columbia.
What is a Thermal Energy System?

A Thermal Energy System consists of equipment or facilities for the production, generation, storage,
transmission, sale, delivery or provision of heat, hot waterand/or cooling from one or more thermal energy
sources and through a distribution system. Energy sources mayinclude waste heat, renewable (solar,
ground/watersource orair source heat pumps, geothermal, biomass etc.) aswell asnon-renewableenergy
sources. A TES may include plant, equipment, distribution piping, apparatus, property and facilities employed by
or in connection with the provision of thermal energy services.

What is a TES Provider?

A TES Providerisa person who owns and/oroperates a Thermal Energy System.

Role of the British Columbia Utilities Commission

The British Columbia Utilities Commission (Commission) is responsible for general supervision of publicutilities
in British Columbia. The Commission’sroleis to ensure that publicutility customers receive safe, reliable,
non-discriminatory energy services at just and fair rates to ensure that the utility’s shareholders have a
reasonable opportunity to earna fairreturn on theirinvestment.

The Utilities Commission Act

The UCA setsoutthe Commission’s duties and authority including regulation and general supervision of public
utilitiesin British Columbia. Part 3 of the UCA liststhe duties, responsibilities and restraintsimposed upon a
publicutility.

Generally, if apersonintendsto purchase, construct or operate a publicutility plant or system, orextend an
existing publicutility infrastructure, a Certificate of Public Convenience and Necessity (CPCN)is required.
Approval of ratesis also required beforeany customer can be billed for utility service.

Established on:__August 28,2014
Modified on: by Order No. _G-127-14 Page 1




The Commission has the authority toimpose administrative penalties on utilities if they do not comply with the
requirements of the UCA" or with Commission Orders. For more information onthe Commission, please visit:
www.bcuc.com.

UCA Definition of and Exclusions from the Definition of Public Utility

The UCA defines a publicutility as a person owning or operating equipment or facilities in British Columbia for
the provision of electricity, natural gas, steam orany otheragent for the production of light, heat, cold or power
to or for the publicor a corporation forcompensation.

The UCA specifically excludes the following from the definition of publicutilityand therefore, exclusion from
regulation by the Commission’:

e amunicipality orregional district providing services within its own boundaries;

e apersonnototherwise apublicutility who provides the service orcommodity only tothe personorthe
person’semployees ortenants, if the service orcommodity is notresold to or used by others; and

e apersonnot otherwise apublicutilitywhoisengagedinthe production of ageothermal resource, as
definedinthe Geothermal Resources Act.

The Geothermal Resources Act defines “geothermal resource” to mean the natural heat of the earth and all
substances thatderive anadded value fromit, including steam, water and watervapour heated by the natural
heat of the earth and all substances dissolved in the steam, water or watervapourobtained froma well, but
does notinclude waterthat has a temperature less than 80°C at the point where it reaches the surface®.

Any exclusion fromthe definition of a Public Utility is with respect to a specific utility system. An example of this
isthe City of Nelson, who provides electrical energy to customers withinits boundaries, and also to customersin
the surrounding areas. Asa municipality, the City of Nelsonis excluded from the definition of a Public Utility
withrespecttoenergy sales withinits own boundaries. However, the Commission does regulate the City of
Nelson’s sales with respect to customersinthe surrounding area.

REGULATION OF THERMAL ENERGY SYSTEMS
Introduction

Under the Utilities Commission Act, a TES Provideris considered a public utility. However, by OIC 399, 400 and
401 and Commission Orders G-119-14, G-120-14 and G-121-14, certain TES Providers are exempt from certain
provisions of the UCA. Together, these exemptions provideascaled approachto the regulation of TES. This
framework provides increased regulatory oversight as the size and scope of the TES increases. It consists of four
categories of TES:

! Acopyofthe UCAcan be found at: www.bclaws.ca/EPLibraries/bclaws_new/document/ID/freeside/00 96473 01

2 please refer to the definition ofpublicutilityinthe UCAfora complete description ofthose that are specificallynotincluded and
therefore excluded from the definition of public utility. Ifa TES Provideris unsure if itis excluded from the definition of a public utility,
itshould contactthe Commission Secretary (information oninside cover page of this Guide)and/or seek |l egal advice.

3 Given the definition ofgeothermal resource, most TES Providers utilizing ground source heat are not engagedinthe production ofa
geothermal resource as definedinthe Geothermal Resources Act due to the low temperatures involved in ground source heat exchange.

Established on:__August 28,2014
Modified on: by Order No. _G-127-14 Page 2



http://www.bcuc.com/
http://www.bclaws.ca/EPLibraries/bclaws_new/document/ID/freeside/00_96473_01

i Micro TES: A TES with a capital cost of $500,000 or lessis exemptfrom Part 3 of the UCA otherthan
sections 42, 43 and 44.

ii.  Strata Corporation TES*: A TES owned oroperated by a Strata Corporation, or the Strata Corporation’s
lessee, trustee, receiver or liquidator, that supplies the Strata Corporation’s owners, is exempt from Part
3 of the UCA otherthansections 42, 43 and 44.

iii. Stream A TES: An On-Site TES with an Initial Capital Cost above $500,000 but less than $15,000,000 is
exemptfromsections44.1, 45-46 and 59-61 of the UCA. TES Providers are required to register Stream A
TES prior to building or otherwise acquiring the Stream A TES.

iv.  Stream B TES: All other TES will be regulated similarto other Public Utility systems. An applicationfora
CPCN?® and a rate approval application are required.

Although TES describedin (i) and (ii) above are not exempt from all section s of the UCA, they will be referred to
as “Exempt TES” within this Guide.

In Order G-27-15 and the associated Reasons for Decision, the Commission clarified the term “capital cost” as it
isused to define the threshold between a Micro TES and a Stream ATES and the threshold between aStream A
TES and a Stream B TES. The exemption thresholdis based onthe costto construct the TES and is not relatedin
any way to the purchase price, whetherthat purchase price is below or above the cost to construct the TES. In
the decision, the Commission recognizes there may be ambiguities in adetermination of the cost to construct.
For example:

1. A pieceof equipment may be purchased orleased. How should leased equipment be treatedin the as
built cost?

2. Achargefor the land occupied by the equipment/control room may be levied on the utility. Should the
value of thisland be recognizedinthe as built cost?

3. How should asbuilt costs for extant, unregistered TES be determined, especially if the construction cost
records are no longeravailable.

In cases such as these, including cases where the original costis not easily available, the utility is expected to use
its best efforts to determine the construction cost. The construction cost should reflect the costto acquire the
physical components at the time the TES is constructed along with all costs that are incurred to install the
components and ensure thatthey operate correctly at the time of commissioning.

The Decision also stated thatin cases where a purchased TES is an exempt TES, it will remain exempt with no
requirementto register, regardless of the purchase price. Further, in cases where the purchased TESis Stream
A, it will remain Stream A regardless of the purchase price.

AII TES that were in service before August 28, 2014 withouta CPCN and/orwhere no previous exemption was
granted are deemed to be Stream A systems that require registration upon issuance of these Guidelines.

Assiteisa legal property or parcel with defined boundaries for which a municipal building permitisissued or
pendingapproval. Asiteisusually contained within the boundaries of acity blockand is not a large multi-phase

* As defined bythe Strata Property Act [SBC 1998].
> Sections 45 and 46 of the UCA address CPCNss.

Established on:__August 28,2014
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master development parcel which may be part of municipal re-zoning applications or multiple building permit
processesintothe future.

An On-Site TES consists of thermal energy generation and distribution equipment and fixtures that are physically
located on the same site as the thermal load. Itis designed to meetthe energy demands of one ormore
customersonthat site and doesn’t share any generation or distri bution facilities beyond the bounds of the site.

The characteristics of a Stream A TES are furtherdescribedinsection2.3.1

A TES Providercould own and/oroperate both regulated and exempted TES. An exemptioniswith respecttoa
specificTES - and does not necessarily apply to all of the TES Providers’ TES.

Figure 1 illustrates the dollarthresholds for each regulatory stream. TES operated by Strata Corporations are not
subjecttoany upperlimit.

Established on:__August 28,2014
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Figure 1: The TES Regulatory Framework

TES Cost On Site TES Other TES

<$500,000 Micro TES Micro TES

Stream A

< -
<$15 Million Regulation

No upperS$ limit

Figure 2 isdesigned to assist TES Providersin assessing which regulatory stream may be applicable foreach
Thermal Energy System. If the Applicant has questions on whethera particular TES is exempt, Stream A or
Stream B TES, it should contact the Commission before submittingaregistration oran application. The
Commission ultimately decides the regulatory stream applicable to the particular TES and regulates accordingly.
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Figure 2: Determination of the Appropriate Regulatory Stream
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Exempt TES

Micro TES Exemption

A TES with an Initial Capital Cost thatislessthan $500,000 is considered a Micro TES and is exemptfrom active
regulation, including the requirement fora CPCN and Commission oversight of rates. If subsequent capital
additionsresultinaTES that has, in aggregate, a capital cost of over $500,000, registration underStream A or
Stream B, as applicable, will be required, unless the system meets the conditions of the Strataexemption
described below.

A Micro TES Provider must be able to demonstrate that the capital cost of the system and any extensions, in
aggregate, is less than $500,000, if requested by the Commission to qualify forthis exemption.

Strata Exemption

A TES owned by a Strata Corporation that exclusively serves that Strata Corporation’s Strata Unit Ownersis
exemptfrom active regulation by Commission Order G-120-14. A Strata Corporationthatownsthe TES and
provides energy exclusively toiits Strata Unit Owners® is subject to the Strata Property Act, which offers recourse
and consumer protection to Strata Unit Owners. Accordingly, customers can find recourse underthe Strata
Property Act, and not through the Commission underthe UCA. This exemption does notinclude aTES with a
customerthat is a Strata Corporation.

Registration and Reporting Requirements for Exempt TES

There are noregistration orreporting requirements for persons owning or operating an exempt Thermal Energy
System. However, if the same person also owns or operates aStream A or Stream B TES, in additiontoone or
more exempt TES, then that person will be subject to registration and reporting requirements for the Stream A
and/orStream B TES, as the case may be.

There may be changesin circumstances which altera Thermal Energy System’s exemption status. Some
examplesare:

e Two or more Micro TES that were builtand operated independently by the same personare
subsequently combined for operational purposes, bringing the capital cost of the Micro TES above the
thresholdamount.

e ATES ownedand operated by a strata that formerly exclusively served its own members, beginsto sell
thermal energy to customers who are not strata members.

In advance of a change of circumstance, a TES Providerisrequired to assess which regulatory streamis
applicable toits TES and registerorapply accordingly before proceeding.

Complaints Concerning Exempt TES

Upon receipt of a complaintrelatingto an Exempt TES, the scope of the Commission’s review will be limited to
whetherthe TES meetsthe criteriato qualify foran exemption or whetherthe TES should be characterized asa
Stream A or Stream B TES. The Commission willreview whether the capital cost of the TES is, or likely is, greater
than the maximum threshold foraMicro TES or the TES isowned by a Strata Corporation andis providing

6 A Strata Unit Owneris anowner of a unitthatis part of a Strata Corporation.

Established on:__August 28,2014
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energy exclusively toits Strata Unit Owners. If that does appearto be the case, the Commission may take
furtheraction, such as requiring registration of the TES and furtherreview of rates and contracts. The ownerof
the TES should be prepared to provide evidence concerning the costs, ownership of and/orthe customers of the
TES.

Accordingly, upon receiving acomplaint concerningan exempt TES, any investigation the Commission may
undertake will be limited to whatisrequired to determine whetherthe TES meets the requirements for
exemption. Forthisreason, sections 42,43 and 44 of the UCA, which deal with a publicutility’s duty to obey
Commission orders and to keep and provide information that the Commission requests, applies to exempt TES.
If, as a result of an investigation, the Commission determines thata TES does not meet the requirements for
exemption, the customer’s complaint will be investigated further.

As perthe Commission Complaint Guidelines (http://www.bcuc.com/Complaint.aspx), acomplainant must
submit evidence that supports theirallegations.

Stream A TES

Stream A TES Characteristics

The following types of TES are considered by the Commission to be a Stream A Thermal Energy System:
e AnyOn-Site TES with the characteristics described in Table 1;and

e AnyTES that does not meetthe requirements of an Exempt TES or any TES withouta CPCN or a CPCN
exemption that hasan in-service date priorto August 28, 2014.

Table 1 Stream A TES Characteristics

1. Thethermal generation and distribution equipment and facilities are located on the same
Site as the thermal load.

2. TheTES isdesignedto meetthe energy demands of aspecificSite (one or more customers
or buildings).

3. TheThermal Energy System serves one or more customers or buildings on asingle Site but
there are no shared or common thermal generation or distribution facilities beyond the
boundaries of asingle Site.

4. Thereisno, orverylimited, use of publicrights of way or publicstreets.

5. TheTES providesthermal energy to an existing building(s) ortoa new building(s) planned or
approved underamunicipal building permit process.

6. TheTES has an AACE Class 3 capital cost estimate of equal to or greaterthan $500,000 and
lessthan $15 million.

A person owningoroperatingaStream A TES isexemptfrom CPCN requirements, regulation of rates and
Long-Term Resource Planning (sections 44.1, 45-46 and 59-61 of the UCA) with respectto that Stream A TES.
However, all othersections of the UCA apply.

The following examples are provided to further clarify what the Commission considers to be a Stream A TES:

Example 1:

Established on:__August 28,2014
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In the case of two or more separate sites each of which has a TES, where those systems are not
physically connected to each other, each site will be considered a separate TES. However, if the systems
are relatedin some otherway, the individual Stream A applications may be filed at the same time for
convenience. Thiscould be the case if, forexample, there isasingle customersuch as a school district.

Example 2:
Two or more physically disconnected TES on a single site (single building permit), that are not physically
connectedto each other, will be considered asingle TES (do not need to be physically connected).

Example 3:

Two or more separate sites where Stream ATES are physically connected where each TESis designed
and maintained to meetthe load forthe site on whichit islocated. Each TES will be considered a
separate Stream ATES (even though physically connected).

Example 4:

Two or more separate sites where Stream ATES are physically connected toanotherTES on a separate
site and the TES at each site is NOT designed and maintained to meet the load for that site whichitis
located (i.e. thermal energy generation may be located at one site but dependant on sharing generation
fromanother) will be considered to be a Stream B TES. Inthisexample, the interconnection between
two TES may occur afterthe in-service date. Forexample, aStream A System could be approved and
builtin 2014 and in 2016, connectedtoa second TES on a separate site. If the second site TES is not
designedto meetthe load forthat site (i.e. will share thermal energy generation with the original
Stream A TES), thenin that case a Stream B CPCN and rate approval application must be filed before the
two systems can be interconnected. Pleasesee section 2.4for a furtherdiscussion of Stream B systems
and CPCN applications.

Rates and Contracts for Stream A TES

A Stream A TES Provider must have a long-term contract(s) with its Customer(s) which set out the utility’s
fees/charges and termsof service. Giventhe TES Provider’s ongoing obligation underthe UCA to provide safe
and reliable service, the Commission expects that the term of contract will be foras long as the Customer(s)
continuesto occupy the premisesthatare served by the Stream ATES.

The following are the minimum provisions that must be included inalong-term contract for Stream A TES in
orderto qualify forexemption(s) as a Stream A TES.

*Attestation to these provisions must be included in the Stream A Registration Form*

1.

Schedule of all Fees and Charges for thermal energy service (shown as monthly, annual charges or
sample bills at different energy consumption levels). Includethe initial rate and any subsequentrate
adjustments, if applicable.

Description of the minimum or maximum contract charges and/orvolumes. If none exist, then this
should be clearly stated.

Clearidentificationin dollarterms of any front-end or back-end Fees and Charges, and the term of
applicability.

Clearly defined penalties/charges (if any) for early termination of contract. Clauses mustclearly state
whatis to be paid at different stages of the contract life including any contract expiry/non-renewal fees
or othersuch charges.

Established on:__August 28,2014
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Description of the circumstances where disconnection of service may occur. Identify the partiesandthe
required actions with reasonable noticein order forservice reconnection to occur.

Identification of the energy services covered by the TES and the additional services/fees which are not
covered underthe TES Fees and Charges which will be atthe Customers’ own expense (e.g. electricity).

Telephone numberorother means by which customers will be able to contact the utility, inthe event of
disputesand/orconcerns with rates and services, but particularly regarding an emergency.

Description of facilities and trained personnel that will provide emergency response.

Information regarding complaint process to the Commission.

Because the Commission will not be reviewing rates or the contracts upon which those rates are based, any
and all contracts that set out rates for Stream A TES must contain the following clause to inform parties of the
role of the Commission:

The Customer acknowledges [TES Provider name] is a public utility as defined in the Utilities
Commission Act (UCA). However, this Thermal Energy System has a limited exemption, granted
by British Columbia Utilities Commission Order #, from direct oversight of rates. Accordingly, the
British Columbia Utilities Commission has not reviewed this Agreement, nor has it approved the
rates charged forthermalservices. However, other provisions of the UCA apply, including the
obligation to provide safe and reliable service. Any disputes between the Customerand the
utility that are within the jurisdiction of the British Columbia Utilities Commission pursuant to the
UCA, may bereferred fordetermination to the British Columbia Utilities Commission.

Complaint Process for Stream A TES

Complaints can be brought forward by any customer of a Stream A TES Provider. Where the customerisa Strata
Corporation, only the Strata Corporation may bring forward a complaint on behalf of the stratamembers (the
Strata Unit Owners). Individual Strata Unit Ownerswho bring forward a complaint to the Commission willbe
directedtoraise the issue with their Strata Corporation Council.

The Commission willreceive complaints concerning the following rates or service issues related to Stream A
Thermal Energy Systems:

Service:
o Safety: The operation of the TES has caused, or has the potential to cause, harmor injury to
persons, or material damage thatimpairs the value, condition or function of property.

o Reliability: The TES is performing, or has a high probability of performing, inan unreliable
mannersuch thatservice is not dependable or consistent.

Rates:

o Accordance with Regulatory Requirements: The rates were not disclosed up-front for the full
life of the contract or plainly stated, and/orthe fees and charges are notavailable for public
inspection onthe TES Provider's company website orthe location of business (as persection
4.2.1).

o Accordance with Contract: The rates charged are not consistent with the long-term contract(s)
for service ordisclosure statement(s).
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With regard to complaints concerning rates, the Commission will not considerthe propriety of rates thatthe TES
Providerischargingas longas the rate isin accordance with a long-term contract.

Customerswishingtofile acomplaintare directed to view the Commission’s Complaint Guidelines (found at
http://www.bcuc.com/Complaint.aspx). As perthe Complaint Guidelines, customers are encouragedto bring
theircomplaintdirectly to their TES Providerfirst, to give them an opportunity to resolve the customer’s issues
or concerns before involving the Commission. A complainttothe Commission will only be considered if other
forms of resolution are unsuccessful. As perthe Complaint Guidelines, acomplainant must submitevidence
that supportstheirallegations.

Upon receivingacomplaintaboutaTES Provider’s rates or service, the Commission will review the complaint
and the evidence submitted by the complainantin support of the complaint. If the Commission acceptsthe
complaint, the Commission will provide the TES Provideran opportunity to resolvethe complaintorrespond
withtheirown evidence. The Commission may ask the TES Providerto provide specificinformation and will
considerall of the evidence in assessing the complaint.

If warranted, the Commission will initiatea more fulsome regulatory review, and may escalate the complaint to
an adjudication process. Escalated review oradjudication may resultin the Commission exercisingits authority
underthe UCA, including, but not limited to, lifting the exemptions provided at registration, setting rates or
orderingthe Stream A TES Providertoimprove service.

The onus ison the Stream A TES Providerto ensure it complies with the Stream ATES requirements. AStream A
TES Provider must retain documentation orevidence thatithas complied with the Stream Arequirementsin the

case of a regulatory review initiated by complaint.

Registration Requirements for Stream A TES

As shownin Figure 3 below, all Stream ATES with an in-service date after August 28, 2014 must file the
Registration Formfoundin Appendix A. The Commission will reviewthe Registration forcompleteness. If
furtherinformationis required by the Commission, the Applicant willbe contacted. Whenacomplete
applicationis received, the Commission will either:

1. confirmbyOrderthatthe TES is registered asaStream A TES; or
2. notifythe Applicanttoreapplyas a Stream B TES, as per section 2.4.

If furtherinformationis required by the Commission, the Applicant will be contacted.

Once a TES is confirmed by the Commissionto be a Stream A TES, the Commission will issue an Order to exempt
the registrant from CPCN requirements, Rate Regulation and the requirement to file aLong-Term Resource Plan
withrespecttothe registered Stream A System.

Applications that do notrequire furtherinformation are expected to be processed and an Orderissuedinasfew
as two weeks fromreceipt of the Application.

The Applicant must retain all background material related to the contents of the registration, forinspection
and/orverification by the Commission, foraslongas the TES is operational. Itisimportantforthe Applicantto
ensure the informationis clear, accurate and complete for the most efficient processing.

Established on:__August 28,2014
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Priorto any transfer of ownership of aStream A TES, an application must be made to the Commission for
approval pursuantto section 52 of the UCA. The ownermust provide the new owner with copies of the
background material and the new owner must ensure they maintain that material. Appendix Dsetsoutthe
informationthe new owneris required to provide tothe Commission. Please contact the Commission Se cretary
if furtherinformationisrequired.
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Figure 3: Stream A TES Operating After August 28, 2014

Applicant files Stream A
Registration Form with the
Commission
(See Appendix A)

ommissio

confirms that No
TES is Stream
Commission may:
* request further information
* determine that the TES
should be exempt, or
should be processed as a
Stream B TES
Commission issues an Order
exempting the TES from CPCN, Rate
Setting and Long-Term Resource
Planning Requirements
TES operates without active
regulatory oversight unless a
— complaint is received. TES Provider
files Annual Reports
(See Appendix B)
No
Has
complaint Yes
been J/
received?

Commission initiates
complaint investigation

Established on:__August 28,2014
Modified on: by Order No. _G-127-14 Page 13




Extensionsto Stream ATES

TES Providers must notify the Commission of any extension to a Stream A TES. An extensionisany capital
investmentthatisintendedtoincrease the capacity of the TES. Providedthe sum of the proposed extension
and the initial system (plus any previous extensions) does not exceed $15 million, notification by way of a
Stream A Applicationis sufficient. The Applicantshould ensure that the Stream A Extension Application clearly
identifies only those areas of the Thermal Energy System that the Applicant proposesto change.

If the sum of the proposed extension and the initial system, plus the cost of any previous extensions exceeds
$15 million, the TESis considered a Stream B TES and a CPCN Application will be required. ACPCN application
may also be required if an extension resultsin service to customers on a site differenttothe site on whichthe
TES is located. Please see section 2.4.2 for more information on Stream B CPCN requirements.

Annual Reporting Requirements for Stream ATES

All Stream ATES Providers must submittothe Commission an Annual Reportin accordance with the template
attachedas Appendix Bto these Guidelines on or before February 15 of the most recent calendaryear.

Informationinthisreportisused forthe Commission’s Annual Reporttothe Legislature and inthe assessment
of the annual levy (see section 3). Both the Commission’s Annual Report and the Commission Orderthat
assessesthe levy are publicdocuments. Accordingly, the information provided inthe Annual Report will not be
held confidentially.

Stream B TES

A TES that does not meetthe requirements foran exemptionand does not meet the Stream A characteristics
describedinsection 2.3.1is by default considered a Stream B TES.

Stream B Regulatory Process

All Stream B TES Applicants must file a CPCN and Rates Application with the Commission. The CPCN and Rates
Application may be filed simultaneously, or the Rates Application may be filed at alater date but not laterthan a
customerischarged a fee forservice. Construction of the TES cannot start untilaCPCNis issued by the
Commission. Upon determiningthatthe Applicant’s TESis to be considered under Stream Bregulation, itis the
Commission’s sole discretion the process by which an Application will be reviewed.

Afterreceivingapprovalfora CPCN authorizing the Applicant to constructand/or operate a Stream B TES, the
TES Provider must:

1. FileaTES RatesApplicationifithasnotdone so, according to the Guidelines setoutinsection 2.4.4.
The Rates Application mustinclude a Tariff” which outlines the schedule of proposed rates/fees and
terms and conditions forall Customers. The TES Provider may not charge the customera rate before it
has filed the Rates Application forapproval.

2. Submitan Annual Report within four months of each fiscal year according to the Guidelines setoutin
section 2.4.6.

" ATariffisarate schedule, schedule of fees, terms and conditions, and definitions for the charging ofrates thatis approved bythe
Commission.
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Stream B TES Providers mustfile aTES Rates amendment Applicationin the event thatit proposes to change the
rate.

Figure 4 below illustrates the Regulatory Review Process for Stream B TES:

Figure 4: Stream B TES Operating After August 28, 2014
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Stream B CPCN Application Requirements

The CPCN Guidelines can be found on the Commission website at:
http://www.bcuc.com/Documents/Guidelines/2010/DOC 25326 G-50-10 2010-CPCN-Application-

Guidelines.pdf

These Guidelines are intended to be as general as possible with respect to the information required. If an
Applicantis of the view that any guideline(s) are not applicable, the Applicant must provide explanations why it
isconsidered not applicable.

In addition to addressingthe CPCN Guidelines, Applicants should also address the following:

i. Evidence that the design energy capacity of the system has been appropriately determined and
verified by aqualified person.

ii. Anticipated construction build-out and TES operation schedule.
iii. Load Analysis and Energy Demand Forecast for the Project:

a. description of methodology used to forecast peak load and energy demand including key
inputs and assumptions;

b. forecastoffloorarea by buildingarchetype (e.g., highrise, mid-rise, row house, retail, etc.)
including datasources and assumptions;

c. map ofthe TES Provider’s service territory for the Project with identification of buildings
connected;

d. thermalenergyenduses(e.g., space heat, domestichot water, space cooling);

e. energy useintensities (EUIs) by thermal energy end use for peak load (W/m?) and energy
demand (kWh/m?), including data sources and assumptions;

f. summarytable of developmentschedulebyyearand buildingarchetypeorbuilding
including total sales (MWh) and peak (MW) for each year of the development schedule; and

g. future expansion of the Projectthatis contemplated. Provide specifications concerningthe
size and location of the potential expansion.

iv. The amounts and sources of any contributions (developer), grants and other funding.
V. Forecastand treatment of Capital Reserve Fund balances and impacts.
vi. Annual operating budget specifying major cost components.
vii. A description of emergency repairfund sourcing, size rational and access protocol.
viii. A description of sustaining/replacement capital fund sourcing, size rational and access protocol.
iX. Any additional fees orliabilities of any kind.
X. Financial projections for various build-out scenarios to assess riskand required level of revenue

requirements.
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Xi. Identify and evaluaterisk factors, explain who bears the risk, and what actions are available to
mitigate these risks. Some examples of risk factors may include:

a. technologyrisk;

b. fuel costand availability;

c. customerbase;

d. propertydevelopmentrisk;

e. developer/customerconnection risk;
f. loadforecastuncertainty;and

g. financialrisk.

In the event of a transfer of ownership of aStream B TES, an application must be made tothe Commission
pursuantto section 52 of the UCA and the new owner must ensure they obtaina CPCN prior to the acquisition.

Stream B TES Rates

Approval of Stream B TES rates is governed by sections 59-61 of the UCA. Before settingrates, Applicants should
ensure thatthey review these sections.

Applicants are also required to considerthe Commission’s rate setting principles, outlined below.

1. provide anequitable balance of risk and cost (such as forecastload and cost risk) between the utility and
the ratepayeror generation of ratepayers;

2. usetheleastdeferral mechanisms possible;
restrict the ability of the utility to pass controllable costs onto ratepayers;

4. usetheleastamount of regulatory oversight to protectthe ratepayer (minimize the regulatory burden
and costson the utility, ratepayers and the Commission); and

5. avoidrate shock (>10 percentchange inrates per annumis generally considered “Rate Shock”).

Stream B TES Rates Application

A Stream B rate Application and calculations mustinclude:

i.  Descriptionand details of the proposed rates (at minimum) for the initial five years for all rate
classes. Include information on:

a. therate design (i.e.fixed/variable component, single/multiplerate classes, etc.);

b. howrate increases will be determined; and

c. whytherate(s) andrate designisfairand reasonable.

ii.  Optionsandtermsfor customerswho enterintolong-term contractsto optout/cancellingthe
energy supply services.

iii.  Information confirmingthe proposed rates will be competitive with otherservice optionsthatare
available to customersinthe new service area (if appropriate).

Established on:__August 28,2014
Modified on: by Order No. _G-127-14 Page 17




iv.  Ifthe rate proposedisbased on a regulated Cost of Service ® rate-setting mechanism, this will be
considered as a method of lastresort. Therefore, the following must be provided:

a. analysisof alternativerate setting mechanisms forthe Project;

b. justification astowhy these alternatives are not preferable, making reference to:
1. thenatural monopoly characteristics of the system;

the competitive market potential for the project;

the utility’s obligation to serve new customers; and

> W N

rate setting mechanisms that encourage publicutilities to increase efficiency,
reduce costs and enhance performance.

A Stream B Rates Application mustalsoinclude a proposed Tariff containing fees and terms and conditions of
service. Include two copies of the tariff forendorsement by the Commission. The Commission mustapprove
and endorse one copy of the tariff for the Applicant before itis deemed effective.

A sample tariff and tariffs forall utilities are available for viewing at the Commission’s office. Forfurther
information, please contact the Commission Secretary.

If the Applicantfiles aRates Application subsequenttoa CPCN approval, the following additional informationiis
required:

i.  Nameand address of Applicant;

ii. Name and address of Project;

iii.  Commission Ordergrantinga CPCN for the Project.

ExtensionstoaStream B TES

Once a CPCNisgrantedfor a Stream B TES, a new CPCN Application may be required if the TES Providerplansto
construct or operate an extensionto the TES. An extensionis acapital addition to the system of a material
dollaramountto provide additional capacity to meetincreased demand. If the ratio of the capital costs of the
planned extensiontothe initial capital cost of the TES, plus any previous extensions, exceeds one, a CPCNis
required. ACPCNisalsorequiredif, asa result of the extension, rates forexisting customers will increase by an
amountgreaterthan 10 percent. These criteriaare summarizedin the table below:

EXTENSION COST CPCN REQUIREMENTS
CPCN REQUIRED

Planned Extension Cost + Cost of Any Previous Extensions _
>
Initial TES Construction Cost
OR

Rate Impact as aresult of Planned Extension > 10%

CPCN NOT REQUIRED
Planned Extension Cost + Cost of Any Previous Extensions

Initial TES Construction Cost
AND

=1

Rate Impact as aresult of Planned Extension = 10%

8 . . L . . . .
A regulated Cost of Service rate-setting mechanism is a model that determines prices based onthe costs ofserving different customers
and generallyindudes aregulated rate ofreturn, which is deemed to be the fair return oninvest ment.
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In the eventthata CPCNis notrequired, the TES Providerisrequired tofile anapplicationinthe formset outin
AppendixC.

A CPCN or the Stream A Application, as the case may be, must be granted priorto construction or operation of
the extension. Please contactthe Commission forfurtherinformation if an extensionis considered.

Annual Reporting Requirements for Stream BTES

Stream B TES Providers must file an Annual Report with the Commission within four months of the TES
Provider’s fiscal year end.

Althoughthe Commission’s annual reporting requirements may change from time to time, as of the date of this
Guide, annual reporting requirements are set outin Commission Letters L-36-94 and L-14-95.

Complaint Process for Stream B TES

Customerswishingtofile acomplaintare directed to view the Commission’s Complaint Guidelines (found at
http://www.bcuc.com/Complaint.aspx) priortofilinga complaint. As perthe Complaint Guidelines, customers
are encouraged to bring theircomplaintdirectly to their TES Providerfirst, such that the TES Provider may have
an opportunity toresolve the customer’sissues orconcerns before involving the Commission. Acomplaintto
the Commission will only be considered if otherforms of resolution are unsuccessful. As perthe Complaint
Guidelines, acomplainant must submit evidence that supports theirallegations.

TES Operating Prior to August 28, 2014

A TES that would not otherwise qualify for exemption as eithera Micro TES or a Strata Corporation TES that was
in-service before August 28, 2014, and forwhich no previous CPCN exemption was granted, must fileaStream A
registration form with the Commission. Upon acceptance of the Stream A registration, the Commission will
issue an order grantingthe TES Stream A exemption status. Goingforward, section 2.3 of the Guidelines will
applyto this TES.

Any TES that has previously been granted a CPCN will continueto operate underthat CPCN and should not
re-registerthe TES underthis TES Guide. From August 28, 2014 that TES will be subject to the regulatory
requirements of aStream B TES, regardless of the size of the TES. The TES Providerisrequired to comply with
the ongoingrequirements for Stream B systems outlined in the Guidelines.

Any TES Providerthathasa CPCN approval but no rates have been approvedis required to contact the
Commission Secretary.
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Figure 5 below illustrates the regulatory process for TES operating prior to August 28, 2014.

Figure 5: Stream A TES Operating Prior to August 28, 2014
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Capital Reserve Provisions

Owners and/oroperators of Stream A and Stream B Thermal Energy Systems must have sufficient capital
reserve provisionsin place to ensure its ability to replace equipment essentialto maintaining safe and reliable
thermal energy service. The needforreplacement may arise in situations where equipment either fails to
operate priorto itsend of life oras it comesto the end of its planned useful life.

Service interruption mitigation in the event of equipment failure must be considered in the design and set-up of
the TES. Back-up energy service, redundancy, rapid deployment of temporary backup energy service through
insurance etc. are some of the options thatthe TES Provider must have considered.

AIITES Providers are required to assess, on an ongoing basis, their capital reserverequirements and ensure they
have sufficient capital reservein place. The TES Provider may use a portfolioapproach in applyingthe capital
reserve provisions where asingle TES Provider owns and/oroperates multiple TES. Only one capital reserve is
requiredfora TES, regardless of whether ownerand the operatorare the same or different entities.

An Applicantrequesting approval of aStream A Thermal Energy Systemisrequired to attest thatit has sufficient
capital reserve provisions and must also attest, initsannual report that it continues to maintain adequate
capital reserve provisions. Stream B providers are required to provide information about its capital reservefor
review duringa CPCN Approval process.

The Commission may, atany time, initiateafurtherreview of aTES Provider’s capital reserve provisions.
Filing Documents with the Commission

Stream A Registrations and Stream B Applications must be made to the Commission Secretary. All documents
are to be filed with the Commission Secretary in accordance with the Commission’s document filing protocols
available onthe Commission’s website at: www.bcuc.com.

Documents will be made public, except where special circumstances require confidentiality. If an Applicant
requiresanapplication orcertain sections of an application to be kept confidential, it must apply todo so and
provide adequate justification to the Commission. Pleaserefertothe Confidential Filings Practice Directive,
available onthe Commission’s website at: www.bcuc.com.

TES REGULATION LEVY AND COMMISSION COST RECOVERY

TES Levy

The Commission recovers a portion of the costs associated with specific proceedings directly from the TES
Providerinvolved. Otherhearing costs and all overhead expenses are recovered from all regulated utilities
through a levy authorized by the UCA. The levyisapportioned amongregulated utilities onthe basis of energy
soldina calendaryear.

For calendar 2013, the amount of the levy was $0.012586 perGJ. The levywill be assessed on all Stream A and
Stream B TES Providers. There willbe nolevy applied with respect to Exempt TES.
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TES Providers will be also be assessed proceeding costs should a proceeding be required. A proceedingwill
typically be required fora Stream B CPCN Application and may be required as a result of a complaint against
eitheraStream A or a Stream B system. There are no additional fees assessed for a Stream A registration.

Dependingonthe outcome of the hearing of a complaint, the Commission may apportion the hearing costs
between the TES Provider’'s owner/shareholders and the TES Provider’s customer(s).

Collection of Information for the Levy

Currently, the Commission contacts all public utilities in February of each yearto collectenergy sal es ($), sales
volumes and number of customers. Thisinformationis collected from TES Providers ona TES basis.

Beginning on August 28, 2014, thisinformation will be collected from Stream A TES Providers through the
Annual Report (see section 2.4.6and AppendixB). Stream B Providers will be contacted annually by the
Commissionin February forthisinformation.

Information concerning energy sales, sales volumes and number of customersis used for the Commission’s own
Annual Reporttothe Legislature in addition to the assessment of the annual levy. Boththe Commission’s
Annual Reportand the Commission Orderthat assesses the levy are publicdocuments. Accordingly, the
information will not be held confidentially.

Established on:__August 28,2014
Modified on: by Order No. _G-127-14 Page 22




APPENDIX A
to TES Regulatory Framework Guidelines
Page 1l of4

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

FACSIMILE: (604) 660-1102

web site: http://www.bcuc.com

APPENDIXA  REGISTRATION FORM FOR “STREAM A” THERMAL ENERGY SYSTEMS (TES)

By filing this Registration Form with the Commission, the Applicant attests that all information providedistrue,
accurate and complete.

Stream A TES Providers must retain documentation or evidence in support of the information provided as it may
be required forfuture potential reviews initiated by complaint oras required by the Commission.

Stream A TES - Registration Form

Applicant Information

Name of Applicant: Company Name:
BC Business Registration No.: Year Registered:
Full Address:

Phone: Email Contact:

Publicly or Privately held Business:

Owner/CEO (name and address):

Board Chair (name and address):

Name of Parent Company ifapplicableand address:
TES Specifics

TES Location (address):

Is this TES a: (0 new construction O retrofit O purchase In-Servicedate of the
O Inservicepriorto 2014/08/24 (I Extension to anexistingTES  TES (YYYY/MM/DD):

Description of the construction phase-in or build-out

period (in years):

Service provided: (J space heating, Jcooling, (J domestic hot water

Primary thermal energy sources: Heating:

Cooling (ifapplicable):
Energy conversion technology used:

Buildings served: O single, or O multiple,how many? Total square meters served:

Municipal Building Permit Number:

Location of TES facilities and description of sitesize. Includemap or schematic diagramif possible.



Description of TES including energy centre and
distribution system (drawing, diagramor description
of equipment, connections etc.)

Describesystem size and known energy demand.

Description of whether system and or site is designed
to be scalableand intended to connect to other
systems, buildings or locations.

Description of back up or alternativeservices
available. Includinginformation of provider.

Any other information on service/energy provided
andthe scopeof services and facilities.

Description of the use of municipal or public rights of ways.

Name the customer(s) involved inthe selection or
signingof contracts.
Number of customers/end-users:

e Initially;

e In5years

Type of customers: (e.g.)
e residential/commercial/office;

e individualtenants/strata corporation

to TES Regulatory Framework

Is (are) the Customer(s) obligated or restricted to taking servicefrom the TES? If so, how and why.

What percent of the estimated TES costwas/will be How elseis costreasonableness for construction of the

competitively tendered?

Load Forecast and Analysis

facilityassured?

O I/We confirmthat the load analysisand energy demand forecastwas/will becompleted by the following

qualified person(s):[Company name and qualifications]

APPENDIX A
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Information on peak loads (MW)and annual loads

(MWh) by thermal energy end-use.
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Whatis the method used to forecast the peak andannual loads? Whatarethe key assumptions and design

references used?
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Whatis the peak design output (MW) of the TES (not including peaking/backup systems)?
What is the peak design output (MW) of the peaking/backup system?

Has the TES been designed to meet the full peak load for the site? If not, pleaseexplain other sources of peaking
energy availableto customers.

Cost Estimate

Estimated Capital Cost(AACE Class 3 minimum) Category S 000s
7
(Applicantmay add additionallineitems as

appropriate) Equipment

Materials
Engineering / Design
Construction
Financing

Fees / Overhead
Other 'soft' costs

Total
Describe methodology for estimating Overhead and
Other ‘soft’ costs
Estimated Annual Operating Costs Category S, 000s

Labour

Consumables
Sustainment Capital
Admin/Taxes / Overhead
Insurance

Other (specify)

Total

Describe methodology for estimating sustainment
capital and operating Admin/Overhead.

Ifthe systemis being purchased, whatis the
purchaseprice?
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Attestation Requirements for Stream A TES

Eligibility for Stream A TES
Regulation:

Customer Disclosure:

Other Requirements:

O I/We certify that the proposed TES meets the description of an On-Site TES, as
defined in the TES Regulatory Framework Guidelines.

O 1/We certify that the proposed TES is associated with an approved single
development/building permit.

3 1/We certify that the proposed TES capital costis $15 million or less.

3 1I/We certify that all customers or potential customers have signed or will sign a
long-term contractas described inthe TES Regulatory Framework Guidelines.
(Not required for TES anin-servicedate preceeding 2014/08/28).

O 1/We certify that the long-term contractincludethe minimum provisions
includedinsection 2.3.2 of the TES Regulatory Framework Guidelines. (Not
required for TES anin-servicedate preceeding 2014/08/28).

O I/We have provided a “Plain-language” explanationto all customers/potential
customers of the TES, which includes the minimum provisions includedin section
2.3.2 of the TES Regulatory Framework Guidelines. (Not required for TES anin-
servicedate preceeding 2014/08/28).

O I/We will retain all records of customer disclosurein the event of a dispute.

3 I/We have determined the Capital Reserve Requirement and will hold sufficient
Capital Reserves.

O 1I/We ensure the design, construction and operation of the TES selected is the
most cost effective alternative.

3 1I/We will retain allrecords and provide an Annual Report to the Commission by
February 15 of each year.

[Signing Officer]
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APPENDIXB STREAM A ANNUALREPORT GUIDELINES
Stream A TES— Annual Report
Applicant Information
Company Name: BC Business Registration No.:
Contact Name: Contact Email:
Contact Address:
Contact Phone:
Name of Parent Company, ifapplicable: Jurisdiction of Incorporation:
Energy Delivered
Stream A Facility Name # of Total Energy Delivered (G)J) Sales ($)
Customers

Heating

Cooling | DHW | Other

Total

Attestations regarding Capital Reserve Provisions

O I/We have determined the Capital Reserve Requirement and |/We have sufficient Capital ReserveProvisionsas

required;

O I/We will continueto maintain all records in theevent of a complaintand anauditby the Commission.

Demand Side Management

O I/We have taken demand-side measures duringthe period addressed by the report
If demand sidemeasures have been taken duringthe period addressed by this report, describe the effectiveness of

those measures:

[Signing Officer]
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APPENDIXC  EXTENSION FORM FOR STREAM B TES

This Registration Form applies to system extensions planned for Stream B Thermal Energy Systems (TES) where
the system extension capital cost, plus the capital cost of any previous extensions, is less than the initial capital
cost of the Stream B TES.

By filing this Registration Form with the Commission, the Applicant attests that all information providedistrue,
accurate and complete.

Stream B TES — System Extension Form

Applicant Information

Name of Applicant: Company Name:
CPCN Number for TES:

TES Specifics

TES Location (address):

Is this extension for: In-Servicedate of the
O new distribution/new customers, TES (YY/MM/DD):

O expand or modify thermal energy generation,

O both

Planned In-Service date of the extension (YY/MM/DD):
Description of TES extension including energy centre and distribution system (drawing, diagramor description of
equipment, connections etc., thermal energy supply and demand before and after the planned extension)

Cost Estimate

Estimated Capital Costof the TES extension Category S’ 000s
(AACE Class 3 minimum) .
Equipment
(Applicantmay add additional lineitems as Materials
appropriate) Engineering / Design
Construction
Financing
Fees/ Overhead

Other 'soft' costs

Total
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Calculated ratio of TES extension capital cost (Must be less than 1.0 to use this Form. Ifgreater than 1.0 a
(plus any previous extension capital)/initial TES CPCN applicationisrequired.)
capital cost.
Does the TES Provider have a system extension
policy? Ifso, pleaseattach.
Rate Impacts
Pleaseprovidethe impact to current rates (Must be less thana 10% aggregate increaseto use this form. If
includingcalculationsand scheduleshowing greater than 10% increase,a CPCN applicationisrequired.)
current rates and forecastrates over time When will theTES Provider filean updated rates application?

resulting from the proposed extension. Includea
schedule of any deferral accounts that may be
used as rate mitigation.
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APPENDIXD REQUIREMENTS UPON TRANSFER OF TES OWNERSHIP

New Owner Attestation Requirements

Eligibility for Stream A TES
Regulation:

Customer Disclosure:

Other Requirements:

O 1/We certify that the proposed TES meets the description of an On-Site TES, as
defined in the TES Regulatory Framework Guidelines.

3 1/We certify that the proposed TES is associated with an approved single
development/building permit.

3 I/We certify that the proposed TES capital costis $15 million or less.

O 1/We certify that all customers or potential customers have signed or will sign a
long-term contractas describedin the TES Regulatory Framework Guidelines.

O 1/We certify that the long-term contractincludethe minimum provisions
includedinsection 2.3.2 of the TES Regulatory Framework Guidelines.

O I/We have provided a “plain-language” explanation to all customers/potential
customers of the TES, which includes the minimum provisions includedin section
2.3.2 of the TES Regulatory Framework Guidelines.

O 1/We will retain all records of customer disclosurein the event of a dispute.

O I/We have determined the Capital Reserve Requirement and will hold sufficient
Capital Reserves.

O 1I/We will retain all records and provide an Annual Report to the Commission by
February 15 of each year.
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