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BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-3-11

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

An Application by Zellstoff Celgar Limited Partnership
for Reconsideration of Commission Order G-156-10 and
the Reasons for Decision regarding the FortisBC Inc. 2009 Rate Design
and Cost of Service and Analysis Application

BEFORE: A.J. Pullman, Panel Chair/Commissioner

L.A. O’Hara, Commissioner January 12, 2011
M.R. Harle, Commissioner

ORDER

WHEREAS:

A.

On October 19, 2010, the British Columbia Utilities Commission (the Commission) issued Order G-156-10
and accompanying Decisionin FortisBCInc.’s (FortisBC) 2009 Rate Design application;

On December 3, 2010, Zellstoff Celgar Limited Partnership (Celgar) applied foraReconsideration of
Order G-156-10 and the accompanying Decision (the Reconsideration Application);

Commission guidelines set outatwo phase processforreconsiderations;

On December8, 2010, the Commissionissued LetterL-99-10establishing Phase 1 of the reconsideration
process as a written comment process to address whether areasonable basis exists to allow the
Reconsideration Application to proceed to Phase 2;

The Commission received submissions from FortisBC, British Columbia Hydro and Power Authority
(BC Hydro), BC Municipal Electrical Utilities (BCMEU), BCOId Age Pensioners Organization (BCAOPO), and
Mr. Andy Shadrack. Celgarfiled areplytothe submissions of FortisBCand the Interveners;

The Commission Panel has reviewed the submissions of Celgar, FortisBCand the Interveners and

determined that the Reconsideration Application has not met the threshold testfora reconsideration to
proceedto Phase 2 of the reconsideration process.
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NOW THEREFORE the Commission, forthe reasons stated in the Reasons for Decision attached as Appendix A to
this Order, orders that the Reconsideration Application is denied.

DATED at the City of Vancouver, in the Province of British Columbia, this 12" day of January 2011.

Attachment

Orders/G-3-11_Fortis RDA Reconsideration

BY ORDER
Original signed by:

A.J. Pullman
Panel Chair/Commissioner
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IN THE MATTER OF

An Application by Zellstoff Celgar Limited Partnership
for Reconsideration of Commission Order G-156-10
and the Reasons for Decision regarding the FortisBC Inc.
2009 Rate Design and Cost of Service and Analysis Application

REASONS FOR DECISION

January 12, 2011

BEFORE:

A.J. Pullman, Commissioner and Panel Chair
L.A. O’Hara, Commissioner
M.R. Harle, Commissioner
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1.0 INTRODUCTION
11 Background

These Reasons for Decision are in respect of an application of Zellstoff Celgar Limited Partnership
(Celgar) dated December 3, 2010 for reconsideration and variance of Order G-156-10 and the
accompanying Decision dated October 19, 2010 (the Reconsideration Application) with respect to the
application of FortisBC Inc. (FortisBC) for approval of its 2009 Rate Design and Cost of Service Analysis
(COSA). The FortisBC application is hereafter referred to as the 2009 RDA.

OrderG-156-10 and the accompanying Decision gave FortisBC 13directionsincluding directing FortisBC
i)to re-runand submitthe COSA with all the adjustments described in the Decision within 30days of the
Order, ii) to submit a final set of rates based on the revised COSA within 60 days of the date of the
Order, and iii) based onthe Commission’s finding that Celgar was ineligible to take service under Rate
Schedule (RS) 33, to provide Celgar service under RS31 effective January 2, 2011.

Celgar seeks the following relief:
i. thatthe Decisionand Orderbe reconsidered and varied to enable Celgar’'s request foradequate,
just and reasonable service between it and FortisBC utilizing service from FortisBC, whether

utilizing a Generation Baseline (GBL) or otherwise; and

ii. inparticular, that FortisBCbe directed to provide service atembedded costorrolledinratesin a
manner that does not contravene Order G-48-09 and complies with the Utilities Commission Act.

Celgar asserts:

i. thatthe Commission’s prescription that Celgar take service from FortisBC under RS31 is unjust
and unduly discriminatory and subjects Celgarto undue prejudice or disadvantage; and

ii. thatat page 97 of the Decision the Commission erredinitsassessment of whetherornotthere
was a benefitfromthe establishment of a GBL and increased power purchases from Celgar
thereunder.

(Exhibit B-1)
1.2 Summary of Findings
In summary, the Commission Panel finds that criteria for advancement to the second phase of this

reconsideration application have not been met by the submissions of Celgar. The Application is
accordingly denied.

Zelstoff Celgar - Reconsideration of Order G-156-10
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13 Reconsideration Regulatory Process

By letterL-99-10 dated December 8, 2010, the Commission advised FortisBC and the other Interveners
in the 2009 RDA of the Reconsideration Application and provided all parties with information on
reconsideration proceedings before the Commission, including the relevant extract relating to
reconsiderations from the Commission’s “A Participant’s Guide to the B.C. Utilities Commission.”
(“Participant’s Guide”)

An application for reconsideration by the Commission proceeds in a two-phase manner as outlined in
the “Participants’ Guide.” The first phase is an initial screening phase where an applicant must establish
that a reasonable basis exists for allowing reconsideration.

In the first phase, the Commission conducts a preliminary examination, assessing the application by
considering some or all of the following questions:
e Shouldthere be areconsideration by the Commission?

e |fthereisto beareconsideration, should the Commission hear new evidence and should new
parties be giventhe opportunity to present evidence?

e |Ifthereisto beareconsideration, shoulditfocusontheitemsfromthe applicationfor
reconsideration, asubset of these items oradditionalitems?

To advance to the second phase, the applicant must establish that at least one of the following criteria
has been met to establish a reasonable basis for reconsideration:

e the Commission has made anerrorinfactorlaw;

e there hasbeenafundamental change in circumstances orfacts since the Decision;

e abasicprinciple had notbeenraisedinthe original proceedings; or

e anew principle hasarisen as a result of the Decision.

In addition, the Commission will exercise its discretion to reconsider, in other situations, wherever it
deems there to be just cause.

When an error of law or fact is alleged, the applicant must establish:

e theclaimof erroris substantiated on a prima facie basis; and

e the error has significant material implications.

The letter established the first phase assessment process for the Reconsideration Application, with
FortisBC, Interveners and Interested Parties being invited to submit written comments by December 16,
2010, and Celgar being invited to submit a written reply to the Commission by December 23, 2010.

Lup parti cipant’s Guide to the B.C. Utilities Commission” Revised: July 2002, Chapter4, pp.36-37.

Zelstoff Celgar - Reconsideration of Order G-156-10
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The Commission stipulated that written comments in the first phase should address whether the
threshold for reconsideration had been met, rather than the substance of the issues, and stated that
following the completion of this written comment process, it would decide whether or not a
reconsideration should proceed (Exhibit A-1).

2.0 CELGAR’S SUBMISSION

Celgarsubmits thatas a result of the Commission’s direction that FortisBC provide Celgar service under
RS RS31, Celgarisunable toaccess any RS31 powerforits mill load, whileselling any output from its co-
located generation facility. Celgardescribes the treatment afforded its facility as “unique and unjust.”

Celgar submits thatthe Commission’s direction that FortisBC provide Celgar service under RS31is unjust
and unduly discriminatory, in that no other ratepayer (under RS31 or otherwise) is required to take
service from FortisBCunderarate which it cannot use to supplyits business-that is, its mill load-where
doing so would contravene Order G-48-09.

Celgar submits that the Commission's direction that FortisBC provide service to Celgar (as a customer
with self-generation capacity) under RS31 subjects Celgar to undue prejudice or disadvantage, in that
“Celgarhas and continuesto be compelledto self-supply its mill load and incremental mill growth with
self-generated high-cost bioenergy andis precluded from using lower cost power at an embedded cost
orrolled-in rate when selling power in excess of its mill load.”

Celgar submits that its mill’s utilization of RS31 power is “sporadic at best,” (RS31 power supplies less
than 3% of the mill’srequired power), andis largely afunction of mill maintenance shutdowns, turbine
shutdowns, orfuel supply limitations. Celgar submitsthatthisisadirectresult of the prohibition against
use of RS31 power to supply mill load when the Celgar is selling power into the market, and that no
other customer of FortisBC (or, for that matter, BC Hydro) is in comparable circumstances. It further
submits: “In practical terms this means that the lion’s share of Celgar’s output from its co-located
generation facility is required to self-supply Celgar's mill load, replacing embedded cost power which
ought to have been provided by FortisBC” (Exhibit B-1, p. 6).

In summarizing its position that the Commission should reconsider the Decision and Order, Celgar
submitsthat FortisBCshould be directed to design rates which enable Celgarand all other ratepayers to
utilize service provided by FortisBC atembedded cost orrolled inrates. Celgarfurthersubmitsthatsuch
rates must meet the following objectives:

e ensure thatCelgarcan purchase powerfrom FortisBCthatisadequate to meetthe full load
requirements of the mill through aservice agreement utilizing a GBL or otherwise;

e ensurethatFortisBCdoes not contravene Order G-48-09 in doing so; and
e ensurethatthe rates forservice to Celgar and other FortisBC ratepayers are justand reasonable
(ExhibitB-1, p.9).

Celgaralso submits thatthe Commission erred in its assessment of whether or not there was a benefit
from the establishment of a GBL and increased power purchases from Celgarthere under. In support of

Zelstoff Celgar - Reconsideration of Order G-156-10
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its claim of error, Celgar cites the following statement at page 97 of the Decision: “It is clear from
FortisBC's calculations that the rest of its customers would be charged an extra $3.1 million under the
scenario set out in Case C and F, and thus cannot be said to have received a benefit.”

Celgar points outthat the evidence in Case C of Exhibit B-37 [actually in B-35] is that, if FortisBC were to
serve the full load requirements of Celgar the power supply costs of FortisBC would increase by $12.2
million. Celgar submits that FortisBC’'s COSA model followed standard embedded cost methodology,
and allocated $3.1 million of the $12.2 million to other customers of FortisBC, as a result of which the
Commission concluded that, because the COSA model allocated $3.1 million of the $12.2 million to
other customers, such customers “cannot be said to have received a benefit.”

Celgaralsocites FortisBC's response to aninformation request from Exhibit B-37, BCUC IR 45.2 (page 5),
where FortisBC stated:

“The added production-related costs are calculated on a rolled-in basis, with an
additional $9.2 million assigned to Zellstoff Celgar. If the additional $12.3
million in production-related costs were all assigned to Zellstoff Celgar on a
marginal basis, their cost of service would increase from $13.2 million to $16.1
million, butthiswould be inconsistent with the allocation to the other customer
classes which are on arolled-in basis.”

Celgar points to the revenue to cost (R/C) ratios in Exhibit B-37 [actually B-35] of 127.8 % in Case C and
124.0% in Case F and submits that these ratios confirm that other customers benefit, based on the COSA
methodology, if FortisBC meets the full load requirements of Celgar, that is, if FortisBC satisfies the
obligation to serve Celgar. Celgar further submits: “If the R/C ratios exceed 100% it cannot be said by
the Commission that other customers do not benefit. The amount that revenues exceed costs will
always benefit other customers” (emphasis in original) (Exhibit B-1, p. 10).

Celgar concludesitsubmission on thisissue with the following submission: “Simply stated, itis an error
of fact to say that the allocation of $3.1 million to other customers means that it cannot be said that
other customers benefit. Other customers will benefit, even if the $3.1 million is allocated to other
customers, because the revenue surplus of $3.8 million from Celgar exceeds the $3.1 million that is
allocated to other customers. This error has material implications” (Exhibit B-1, p. 11).

3.0 SUBMISSIONS OF FORTISBC INC. AND INTERVENERS

Responses were received from FortisBC, British Columbia Hydro and Power Authority (BC Hydro), British
Columbia Municipal Electric Utilities (BCMEU), BC Old Age Pensioners’ Organization, BC Coalition of
People with Disabilities, Council of Senior Citizens’ Organizations of BC, and Tenant Resource and
Advisory Centre (BCOAPO), and Mr. Andy Shadrack.

FortisBC

FortisBC submits that the original proceedings examined in detail the issues that Celgar seeks to re -
argue, and that it cannot be said that a basic principle was not raised in the original proceeding.

Zelstoff Celgar - Reconsideration of Order G-156-10
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FortisBC further submits that the Decision was based on the Commission's interpretation and
application of prior Commission decisions, and that a new principle has not arisen as a result of the
Decision.

FortisBC also submits that Order G-48-09 governs not only issues specific to the Power Purchase
Agreement between FortisBCand BCHydro but also, more generally, issues related to self-generators in
FortisBC's service territory. FortisBC refers to the Commission findings at pp. 29-30in Order G-48-09
that “[w]hat will not be permittedisthe supply of embedded cost power to service the domesticload, at
any time whenthe self-generatoris selling powerinto the market” and that “self-generators should be
permittedtosell any self-generated power that is in excess of the self-generator's own 'domestic' load
and to do so on a dynamic basis” (emphasis added by FortisBC). FortisBC submits that these findings
“appear to render essentially impossible the outcome that, at heart, Celgar seeks to achieve on its
Reconsideration Application: that FortisBC “be directed to provide service at embedded cost or rolled in
ratesin a mannerthat does not contravene Order G-48-09” and, by extension, that Celgar be permitted
freely to buy and sell power at the same time without restriction”(Exhibit C1-2, p. 2).

So far as concerns the Commission’s direction that it provide service to Celgar on RS31, FortisBC submits
that the issue here is not the specific rate schedule (RS31) under which the Commission directed that
Celgarreceive service because Celgarindicated it would likely select service under that rate schedule if
given the choice, nor can the placement of Celgar on that rate schedule constitute a material or other
error; but rather that what Celgar seeks to achieve “would not be permitted under any rate schedule
while Order G-48-09is in place” (Exhibit C1-2, p. 2).

FortisBC submits that Celgar's claims that the Commission committed errors of law or fact are not
substantiated on a prima facie basis, nor would any error have any material implications (significant or
otherwise).

FortisBCstates that a R/C ratio of over 100% indicates thata customeris subsidizing the costs of others,
but cautions that the R/C ratios in Cases C and F were achieved under various other assumptions
(including firm contract demand), and states that “This is not necessarily the outcome that would have
occurred without acceptingall those premises.” FortisBC further submits that, evenif the Commission's
statement were in error, any such error was not material, the statement was not necessary to the
Decision, and indeed under the Decision all customer classes are to move toward R/C ratios of 100%.
FortisBC submits that the fact that Celgar has notidentified the "material implications" that it alleges at
page 11 confirms there are none (Exhibit C1-2, p. 3).

Finally FortisBC submits that here has been no fundamental (or other) change in circumstances or facts
since the Decision (Exhibit C1-2, p. 3).

BC Hydro

BC Hydro takes no position on whether the threshold for reconsideration of Decision and Order
G-156-10 has been met. However BC Hydro opposes a scope of reconsideration that would include
revisiting, setting aside or otherwise modifying Decision and Order G-48-09. BC Hydro submits that
Celgar's Reconsideration Application has not met the threshold for reconsideration of Order G-48-09
because it has not identified an error of fact or law, nor has it ide ntified a fundamental change in
circumstances, nor a basic principle that was not considered, nor a new principle arising as a result of
Order G-48-09.

Zelstoff Celgar - Reconsideration of Order G-156-10
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BC Hydro observesthatwhetherornot Celgar has metthe threshold forreconsideration of Decision and
Order G-156-10, itappears that the Commission “will ultimately have to resolve the impasse between
Celgarand FortisBC, whetherthrough the reconsideration process, or by way of a customer complaint,
or as a result of an appeal” (Exhibit C2-1).

BCMEU

BCMEU takes no position on whetherthe threshold forreconsideration of Decision and Order G-156-10
has been met (Exhibit C3-1).

BCOAPO

BCOAPO addresses Celgar’s assertion that the Commission made an error of fact and submits that the
Commission properly considered what changes when a GBL for Celgar is introduced. The result
according to BCOAPO is that FortisBC costs increase by $12.3 million, with only $9.2 million of those
costs being allocated to Celgar and the remaining $3.1 million to other customer classes. BCOAPO
submitsthat overall R/Cratios for the otherclasses will deteriorate and subsequent rate rebalancing will
lead to higher rates for these customers than under the previous Cost of Service Analysis.

BCOAPO also submits that it is incorrect to suggest that the surplus of revenue over cost for Celgarin
Case C goes to subsidize other customers, and that Celgar’s R/C ratio exceeding 100% means that rate
rebalancing will lead to reduced rates for Celgar and increased rates for other classes.

BCOAPO summarizes its position by saying that: “Overall, Case C will lead to higher rates for other
classes after rebalancing and therefore the introduction of a GBL does not benefit them. The
Commission’s conclusion, therefore, was the correct one, and Celgar has failed to make out a prima
facie case for reconsideration on this point” (Exhibit C4-1, p. 3).

On the issue of the Commission’salleged errorin its application of Order G-48-09, BCOAPO refers to p.
115 of the Decision and submits that the Commission “seems to have accepted that there could be
service provided to the mill while Celgar was selling electricity, as long as it did not involve RS3808
power. Obviously the pricing for such service would not involve RS3808 rates, but there is no reason
(based on the BCUC decision) why it could not involve an embedded or rolled in cost of non-RS3808
sources such as Celgar seems to be proposing” (Exhibit C4-1, p. 3).

BCOAPO also submits that, while the Commission found that Celgar did not meet the conditi ons of RS33
and should take service underRS31, “...it is clearfrom the Decision that FortisBC and Celgar were free to
explore otheroptions. The Commission did not prescribe the rate that Celgar must be served under for
the future —just for now based on the options available” (Exhibit C4-1, p. 4).

In conclusion, BCOAPO submits that Celgar has failed to meetthe threshold testforthe Reconsideration
Applicationto move beyond the first phase. Itsubmits: “At best, Celgarseems to askingthe Commission
to vary its decision by including a directive to FortisBC that it develop an embedded non-RS 3808 rate
that would apply in circumstances such as Celgar’s” (Exhibit C4-1, p. 4).

Mr. Shadrack

Mr. Shadrack opposes the request for reconsideration in his letter of comment (Exhibit E-1).

Zelstoff Celgar - Reconsideration of Order G-156-10



APPENDIX A
to OrderG-3-11
Page 9 of 12

4.0 CELGAR'’S REPLY

Celgaraddresses FortisBC’s submission that that the original proceedings examined in detail the issues
that it seeks to re-argue, and submits: “That the development of an embedded cost rate, excluding
RS3808 power, in compliance with G-48-09 was not addressed in the 2009 RDA proceedings. Asa result,
the mandated rate was established without Celgar having the opportunity to address the implications of
same on the obligation to serve” (emphasis in original) (Exhibit B-2, p. 4).

Celgar further submits that the Reconsideration Application “does address a new principle from the
Decision and Order, namely whether, given the prohibition against the supply of [RS]3808 power to
Celgar while it is exporting power from its generation facility, Celgar is entitled to power under an
embedded cost or original cost rate without contravening Order G-48-09” (Exhibit B-2, p. 3).

Celgar describes FortisBC’s position to be that it has no obligation to negotiate terms and conditions
(including a GBL or otherwise) with Celgar to provide power to Celgar while Celgar sells any self -
generation, even where such powerdoes notinclude RS3808 power. Celgarstatesthat it disagrees with
such interpretation and believes that an agreement could be reached that provides for service at
embedded cost rates, excluding power or pricing based on RS3808 power (Exhibit B-2, p. 3).

In addition, Celgar submits that there have been two changes in circumstances or facts since the
Decision:

e that FortisBC will not permit Celgarto purchase energy at embedded costs rates to
service its mill load while selling its self-generation; and

e that Celgarhas completedits new green energy projectandis now contractually obliged to sell
energytoBC Hydro. Celgarstatesthat thismeansthatitno longerhasthe option to switch off
its powergeneration and draw power from FortisBC, without breaching its contractual supply
obligationsto BCHydro (Exhibit B-2, p. 4).

Celgarspecifically addresses whether there may be "just cause" for reconsideration and submits that the
circumstances givingrise toits reconsideration application are unique. They arise fromi) Celgar's unique
position as the onlyindustrial facility in the FortisBC service area whichisaconsumerand an exporter of
electricityandii) the unique position of FortisBC as a utility with a right to embedded cost power, at RS
3808 rates, from BC Hydro. Celgar submits that it “cannot be put in a position where it is effectively
denied servicesimply because it happens to be a pulp mill, with a biomass generation facility, located
within the FortisBC service area” (Exhibit B-2, p. 2).

Celgaraddressesthe submissions of FortisBCand BCOAPO on the Commission’s alleged error of fact and
submitsthata R/C ratio in excess of 100% constitutes asubsidy and that such subsidy, inand of itselfis a
benefittoothercustomers. Celgaralso replies to FortisBC's caveat that the outcomes of Cases Cand F
may vary depending on the assumptions used and submits that “[t]o conclude otherwise [than that
otherratepayers would receive a benefit if Celgar was provided full access to embedded cost power],
without further evidence, on the premise that underlying changes in assumptions may change the
outcome, would be grossly unfair to Celgar” (Exhibit B-2, pp. 3-4).

Zelstoff Celgar - Reconsideration of Order G-156-10
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Finally, Celgaraddresses the assertion of both FortisBC and BCOAPO that any such benefit may subside
overtime through rate-rebalancing, and submits that this does not change the fact that a benefit would
immediately accrue, prior to any such events unfolding, and that was not the point considered by the
Commission in the Decision (Exhibit B-2, p. 5).

5.0 COMMISSION DETERMINATION

Having considered the submissions before it on the Reconsideration Application, it is clear to the
Commission Panel that Celgar and FortisBC have emerged with a differing understanding of Order
G-156-10 and the accompanying Decision. Accordingly, the Commission Panel has concluded thatit may
be helpful to offer some clarification.

In reaching the Decision, the Commission Panel considered only the impact of Order G-48-09 on

BC Hydro’s sales under its PPA with FortisBC and on FortisBC’s sales to Celgar. It did not consider
whetherthe findings of the Commission in Order G-48-09 (or in the previous Order G-38-01) had general
application or whether they referred to BC Hydro and its customers only. In the 2009 RDA proceeding
the Commission Panel heard atlength from Celgaras to the issue of equity amongthose pulp mills in BC
Hydro’s service area and those in FortisBC's service area and concluded that this issue fell outside its
jurisdiction (Decision, p. 115).

The Commission Panel atanumber of placesin the Decision left the dooropento FortisBCand to Celgar
to negotiate a new service agreement. At p. 115it stated:

“The partiesare at liberty to establish theirown GBL and, should they desire, to
incorporate itinto a general service agreement and submitittothe Commission
for approval.

Should FortisBC propose to provide Celgar with some orall of the mill load from
non-RS 3808 sources, the parties remain at liberty to negotiate terms and
conditions and submit them to the Commission for approval.”

The reason why the Commission Panel took the approach of inviting FortisBC to negotiate with Celgar
and bringan agreement to the Commission forapproval was to encourage FortisBCto address the issue
and to involve its other customers in a regulatory process. During the 2009 RDA FortisBC stated that it
was BC Hydro’s problem and not theirs, while in a similar vein, the Commission Panel heard very little
from FortisBC’s other customers as to how they viewed Celgar’s proposal.

BC Hydro’s submits that the Commission willultimately have to resolve the impasse between Celgar and
FortisBC. The Commission Panel notes that while Celgarassertsthere isanimpasse (Exhibit B-1, pp. 5-6,
8), FortisBC says it has proposed a general service agreement and electricity supply brokerage
agreementand that negotiation of those terms are proceeding (Exhibit C1-2, pp. 3-4), The submissions
of Celgarand FortisBC on the existence of an impasse relating to the Commission’s Order G-156-10 are
therefore in conflict.

Zelstoff Celgar - Reconsideration of Order G-156-10
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In Order G-156-10 the Commission recommended that FortisBC and Celgar reconsider the options
available for designing a practical and workable rate schedule for Celgar. The Commission Panel also
notesthat considerable cross-examination took place between FortisBC and Celgar as to the status (or
absence thereof) of any service agreement between the two parties. The Commission Panel considers
that FortisBC should have a current service agreementin place with its largest industrial customer, and
expectsthatthe two parties will move expeditiously to conclude such an agreement. The Commission
Panel does not consider a reconsideration application to be a suitable forum to broker a settlement
between a utility and one of its customers.

The Commission Panel has considered Celgar’s request that it exercise its discretion to reconsider
wherever it deems there to be just cause and concludes Celgar’s request to be premature as the
outcome of the negotiations thatit encouraged the parties to embark upon may well result in some of
the things Celgar is seeking in the Reconsideration Application, such as a two-level COSA. The
Commission Panel does consider that Celgar’s recourse should more appropriately be by way of a
complaint to the Commission in the event that it and FortisBC cannot reach an agreement.

Should the interpretation of Order G-48-09 be a factor that is hampering negotiations between the
parties, the Commission Panel does not considerareconsideration process for Order G-156-10 to be the
appropriate forum to obtain the necessary clarification to Order G-48-09.

The Commission Panel does not find that the facts that i) FortisBC and Celgar have failed to reach a
settlement and ii) that Celgar has commissioned a new steam turbine to be fundamental changes in
circumstances or facts since the Decision, since the settlement is an expected outcome of Order
G-156-10 and the new turbine was the subject of direct evidence, responses to information requests
and testimony by Celgar during the oral hearing.

The Commission Panel has considered Celgar’s contention that the fact that itis entitled to powerunder
an embedded cost or original cost rate without contravening Order G-48-09, is a basic principle that had
not beenraisedinthe original proceedings ora new principle has arisen as a result of the Decision, and
concludes that Celgar’'s entitlement to service at embedded cost rates was a key principle that was
addressed in the oral hearing (both with and without the RS3808 power) and addressed by the
Commission at pp. 113-115 of the Decision. The Commission Panel therefore concludes that a
reconsideration on this basis is not justified.

Finallythe Commission Panel has considered Celgar’s assertion that it erred in finding that: “Itis clear
from FortisBC's calculations that the rest of its customers would be charged an extra $3.1 million under
the scenario set out in Case C and F, and thus cannot be said to have received a benefit.” The
Commission Panel agrees that the wording in its finding is incorrect and should read: “Itis clear from
FortisBC's calculations that the rest of its customers would be allocated an extra $3.1 million under the
scenario set out in Case C and F, and thus cannot be said to have received a benefit.” With this
correction the Commission Panel agrees with BCOAPQO’s submissions that, all else being equal, the
allocation of more costs to otherclasses will require higher rebalancing rate increases, and thus that any
benefit will be attenuated.
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In additionthe Commission Panel agrees with FortisBC that Celgar was unable to demonstrate that the
error had significant material implications and accordingly the Commission Panel finds that the
Application cannot be upheld on the basis of error.

Accordingly the Commission Panel denies the Reconsideration Application.
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