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ORDER NUMBER
G-17-16

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

and

British Columbia Hydro and Power Authority
2015 Rate Design Application

BEFORE:
D. M. Morton, Commissioner/Panel Chair
D. A. Cote, Commissioner
K. A. Keilty, Commissioner

on February 9, 2016

ORDER

WHEREAS:

A.

On September 24, 2015, British Columbia Hydro and Power Authority (BCHydro) filed with the British
Columbia Utilities Commission (Commission) the first module of arate design application (2015RDA);

Amongthe various approvals soughtinthe 2015 RDA, BC Hydro seeks approval fora new optional rate
schedule (RS) 1892 Freshet Rate, which provides participating customers market pricing forincremental
consumption during the freshet period on a pilot basis ending December 31, 2017. BC Hydro commitstofile
three evaluationreports of the RS 1892 Freshet Rate Pilot:two preliminary reports and one final report;

BC Hydro proposed a Streamlined Review Process (SRP)to be heldinJanuary, 2016 for the RS 1892 Freshet
Rate;

By Order G-156-15 dated September 29, 2015 (amended on November 15, 2015), the Commission
established aninitial review process regarding the 2015 RDA, including aninitial round of information
requests (IRs), aprocedural conference onJanuary 12, 2016, and SRPs, if any, for the third week of January;

By letterdatedJanuary 12, 2016, at the request of BC Hydro, the Commission rescheduled the Procedural
Conference totake place onJanuary 19, 2016. Inthis letterthe Commission requested participants to
address whetherthey will participatein an SRP on the Freshet Rate Pilot scheduled forthe afternoon of
January 25, 2016;

On January 19, 2016, the Procedural Conference was held and participants provided commentonthe
proposed SRP forthe Freshet Rate Pilot;

By letter dated January 20, 2016, the Commission setthe date foran SRP regardingthe RS 1892 Freshet
Rate for Monday, January, 25, 2016;

The SRP was held on January 25, 2016, with the Panel, staff and the following participants:
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e The Association of Major Power Customers

e BCSustainable Energy Association and Sierra Club of British Columbia
e British ColumbiaHydro and Power Authority

e British Columbia Ministry of Energy and Mines

e British Columbia Old Age Pensioners' Organization, Active Support Against Poverty, B.C. Poverty
Reduction Coalition, Council of Senior Citizens' Organizations of BC, Disability Alliance BC, Together
Against Poverty Society and The Tenant Resource and Advisory Centre

e CleanEnergyAssociation of BC

e Commercial Energy Consumers’ Association of British Columbia
e DewdneyArealmprovement District

e FortisBCEnergylInc.

e Movementof United Professionals

e Non-integrated Area Ratepayers Group

I. The Commission reviewed the submissions of the parties and considers approval of the RS 1892 Freshet
Rate iswarranted.

NOW THEREFORE pursuantto sections 58-61 of the Utilities Commission Act and as set outin the Reasons for
Decision attached as Appendix A to this order, the British Columbia Utilities Commission orders as follows:

1. TheRate Schedule (RS) 1892 Freshet Rate as shown in the draft tariff sheets of Appendix F-1B of the
2015 Rate Design Application (2015RDA) and further clarified in Exhibit B-13is approved effective upon
the date of thisorder.

2. Thetwo-yearfreshetrate pilot program as proposed by British Columbia Hydro and Power Authority (BC
Hydro) is approved with the rate being effective forthe period extending from March 1, 2016 to
October31, 2017.

3. Theevaluationcriteriaandagreedtoreportingitems, as proposed by BCHydro, are accepted. BC Hydro
isdirected tofile the three evaluation reports as described in section 7.3.4.6 of the 2015 RDA.

4. BCHydroisalsodirectedas part of the evaluation process to address, and where appropriate, evaluate
the following:

a. Analysis of the costs/benefits to non-participating customers, including the SOkWh floor price, and
evaluating the appropriateness of sharing additional benefits with non-participating customers;

b. The FreshetRate Pilot wheeling chargesas compared tothose that would have been collected had
FortisBCInc.’s standby rate charges been applied;
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c¢. Thedata, the calculations, the analysis and other considerations, if any, that went to determining
each customer’s baseline, each customer’s freshet rate charges and each customer’s RS 1823
charges;

d. Freshetrate engagement activities with commercial ratepayers and otherratepayergroups;

e. Detailedinformationastothe extentofthe potential energy oversupplyissueand BCHydro’s
progress on other strategiesitis pursuingto mitigate the issue;

f.  All costs associated withthe implementing the freshet rate pilot; and

g. Ananalysisof the impact of any load shifting including the actual monthly consumption foreach
pilot participantin comparisontothe respective CBLs foreach.

5. Priorto filingthe final evaluation report on the freshet rate pilot, BCHydrois further directed to consult
with stakeholders on further processin the eventthere isarecommendation thatthe freshet pilot rate

be made permanent.

6. BCHydroisdirectedto provide more clarity inits evaluations and provide more clarity as to the
magnitude of the energy surplus during freshet and provide an estimate of its potentialvalue.

7. BCHydroisdirectedtofile tariff sheets regarding the RS 1892 Freshet Rate that include the clarifications
described in Exhibit B-13 within 15 business days of the date of this order.
DATED at the City of Vancouver, in the Province of British Columbia, this 9"  day of February 2016.

BY ORDER
Original signed by:

D. M. Morton
Commissioner/Panel Chair

Attachment

Orders/G-17-16_BCH-2015RDA-Freshet Pilot-Reasons
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1.0 BACKGROUND

On September 25, 2015, British Columbia Hydroand Power Authority (BCHydro) filed its 2015 Rate Design
Application (2015RDA, Application)with the British Columbia Utilities Commission (Commission) pursuant
subsection 58(1) (a) and section 61 of the Utilities Commission Act (UCA).

As part of the larger 2015 RDA, BC Hydro requested afinal orderapproving the transmission service freshet rate
pilotfora two-year period extending from March 1, 2016 to October31, 2017. Identified as rate schedule (RS)
1892, this non-firmserviceistobe made available to transmission service customers presently taking service
underRS 1823 who apply to BC Hydro forit. BC Hydro seeks Commission approval of the pilottorunfor freshet
periods from May to July 2016 and May to July 2017." Approval of this pilotis requested by February 9, 2016, to
allowitto be implementedinatimely manner.’

2.0 REGULATORY PROCESS

By letter of October 13, 2015, BC Hydro requested the Commissionissue a process orderwith respecttothe
handling of the freshet rate pilot priorto the procedural conference for the 2015 RDA. BC Hydro stated that the
issuance of a Commission decision after February 1, 2016, will increase the risk that the freshet rate pilot cannot
be put in place prior to the 2016 freshet period.’ By Order G-175-15, the Commission approved a streamlined
review process (SRP) forthe freshet rate pilotto be held onJanuary 19-20, 2016. The SRP was subsequently
rescheduled toJanuary 25, 2016, by letter of January 8, 2016, at the request of BCHydro.” This followed afirst
round of information requests (IRs), whichwereresponded to on December 18, 2015.

In all, tenintervenergroups chose tointervenein this proceeding. The list of intervenersis as follows:

e The Association of Major Power Customers (AMPC)
e BCSustainable Energy Association and Sierra Club of British Columbia (BCSEA)
e British Columbia Ministry of Energy and Mines (MEM)

e British Columbia Old Age Pensioners' Organization, Active Support Against Poverty, B.C. Poverty
Reduction Coalition, Council of Senior Citizens' Organizations of BC, Disability Alliance BC, Together
Against Poverty Society and The Tenant Resource and Advisory Centre (BCOAPQ)

e CleanEnergy Association of BC(CEBC)

e Commercial Energy Consumers’ Association of British Columbia (CEC)
e DewdneyArealmprovement District (DAID)

e FortisBCEnergy Inc. (FortisBC)

e Movementof United Professionals (MoveUP)

e Non-integrated AreaRatepayers Group (NIARG)

ExhibitB-2, p. 4.
ExhibitA-8.
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The SRP was held on January 25, 2016. Participants were provided the opportunity to ask furtheroral IRs of a BC
Hydro panel duringthe process. Oral arguments and BC Hydro reply argument followed the IR process.

3.0 BC HYDRO FRESHET RATE PILOT PROPOSAL
3.1 Freshetrate pilot description

BC Hydro statesthat the freshet rate is designed to provide a Mid-C market energy price signal to RS 1823
customers forincremental energy consumption above a predetermined baseline. BCHydro explains:

Since Mid-Cmarket prices during freshet periods are typically lowerthan RS 1823 Tier1
rate, the freshetrate would provideanincentiveforRS 1823 customerstoincrease
electricity use from BC Hydro during each freshet period.’

The freshet rate pilotis designed to meetthree objectives:

1. Torespondtorecommendationsfromthe Industrial Electricity Policy Review (IEPR) task force to
develop additional options forindustrial customers.

Recommendation 13 of the IEPR states the following: “BC Hydro should work withitsindustrial customersand
the Commissionto develop options that take advantage of industrial power consumption flexibility .” As noted
by BC Hydro, the BC Governmentresponded to this by committing to launch a “rate design review process...to
provide industrial customers with more options to reduce their electricity costs.”

2. Provide assistance to BCHydro freshet oversupplymanagement by providing the following options:

e Toincrease the utility’s ability toimport cheap electricity duringlow priced periods;
e Toreduce surplusenergyvolumesbeingforced to export markets; and
e Toreduce spill atthe utility’s facilities.

3. Torecoverwhatmight otherwise be obtained from export market sales with potential economic
benefits forthe province.’

BC Hydro states that its proposed freshet rate encourages customers to increase consumption of electricity
duringthe freshet (Mayto July), aperiod where energy oversupply has beenalong-termrecurringissue. BC
Hydro submits:

The issue associated with the freshet oversupply is related to the combination of the large
volume of the surplus (non-flexible) energy passing through run-of-river projects with no or
limited storage capability, low spring-summer system loads and depressed power market

. 7
prices.

> ExhibitB-1, p. 7-27.
® Ibid., pp. 7-27-7-28.
" Ibid., p.7-29.
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These factors, occurring coincidently, can resultinthe utility being required to sell its surplus energy into power
markets at what are often very low prices.®

BC Hydro reportsthere is a higherrisk of minimum generation constraints during the freshet period . Minimum
generation constraints could be aresult of wateruse permit requirements, transmission reliability needs, and
otherfactors.’ These requirements reduce BC Hydro’s ability to import more energy from the U.S. and take
advantage of low Mid-C prices especially duringlow load hours (LLH) and these minimum generation constraints
may force BC Hydro to exportenergy depending upon the domesticload requirements. Additionally, the risk of
spill due tothe oversupply can be increasedin those years where hydroelectricstorage | evels and inflows
exceed normal conditions. Given these circumstances, BC Hydro states that “the purpose of the freshetrate isto
encourage higher electricity use from customers during this period to help reduce any over-supply and mitigate,
where possible, other possible impacts from minimum generation and spill risk.”*°

3.2 Freshet rate pilot proposal specifics

BC Hydro acknowledges there are uncertainties associated with offeringafreshetrate. It considers the best way
to explore thisandyetlimitthe risk to non-participating customersistorun a pilotfora specified time and once
complete, measurethe results against predetermined evaluation criteria. BC Hydro states that stakeholders
generally supported its position thatatwo-year pilotis needed to both test the sensitivity of incremental load to
changing market prices and to promote take-up by providing customers with the potentialfor sufficient pilot
benefits."!

Highlights of BC Hydro’s proposed freshet pilot program, RS 1892 are as follows:

e Therate is opentoany RS 1823 customerbut is not available to otherrate classes.

e Totake service underthe freshetrate, the customer must notify BC Hydro by March 1, 2016 (foryear 1)
or March 1, 2017 (foryear2). BC Hydro proposes to work with all customerapplicantsto set baselines
separating freshet rate electricity from RS 1823 energy and notify the customer no laterthan seven days
priorto the start of the freshet period.

e Thefreshetrate will be available between May and July.

e Allincremental electricity above predetermined energy and demand baselines is considered non-firm
and will not be includedin BCHydro’s load forecast. If BC Hydro does not have energy or capacity
available toserve the incremental load it caninterrupt customers.

e Billingfordemandand energy will initially be under RS 1823 duringthe freshet periods up tothe
established baselines. After the customer’s total electricity use has been reconciled and allocated
between RS 1823 and RS 1892, metered energy abovethe energy baseline will be billed in August.

e Therewill be nodemand charge above a reference demand baseline due to the energy being non -firm.

e Afixedwheelingfeeof $S3 CAD per megawatt hour (MWh) is proposed as both a cost recovery
mechanism (during times of import) and as a tool to protect non-participating ratepayers from risks
associated with the freshet rate (the fee would benefit non-participating customers during times of
export).

® Ibid., pp. 7-26-7-29.
°T12:297.

"% ExhibitB-1, p. 7-29.
" ExhibitB-1, p. 7-32.
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e BCHydro proposesaset a numberof evaluation criteriaand planstoissue thre e evaluation reports
duringand following completion of the freshet rate pilot. These criteria and the evaluation process will
be discussed furtherin Section 4.1 of these Reasons for Decision.*?

BC Hydro proposesto calculate the cost of energy forfreshet rate pilot customers as follows:

e For both High Load Hours (HLH) and LLH periods the total volume of hourly energy above the average
megawatt (MW) baseline is to be compared with the total volume of hourly energy belowthe MW
baseline to determine the net volume of excess energy atthe end of the freshet period. The
correspondingratio of netfreshetenergy to gross freshetenergy has been described as the “Netto
Gross ratio.” BC Hydro proposesthat a Netto Gross ratio will be determined separately for both HLH
and LLH. Use of the Netto Gross ratios will ensure that customers only receive the potential benefits
whenthereisa netgain in consumption relative to baseline across the entire freshet period.

e |tisproposedthatfreshetenergyvolumesbe calculated hourly. Thisisto be done by calculating energy
consumption in excess of each customer’s average MW (aMW) baseline determined in consultation with
each customer. Both HLH and LLH periods will have separateaMW baselines. These will be determined
by dividing the customer’s actual RS 1823 energy purchases duringthe 2015 freshet baseline period by
the number of hours inthat period. BCHydro expectsto use the 2015 data with no furtheradjustment
as longas the 2015 freshet purchases are within+/- 10 percent of a customer’s historical load.

e Followingthe freshet period, the initial freshet volumes are to be multiplied by the HLHor LLH Netto
Gross ratio. This will resultinafinal hourly freshet volume to be billed atthe RS 1892 rate. Any
remaining hourly excess energy is billed at RS 1823 rates.

e TheRS 1892 energy charge equalsthe higher of the daily Intercontinental Exchange Inc. (ICE) Mid C
Peak/Off Peak price ora SO perkilowatt hour (kWh) price floor plus awheelingfee of $3 CAD per

MWh."

BC Hydro expectsthatthe mostlikely scenarioisthatthree tofive industrial customers will sign up for the
program.** BC Hydro estimates arange of 11 GWh/yearto 66 GWh/year of incremental energy consumption
fromthe freshetpilot. It states that thisenergyis associated with its estimates of a5 aMW to 30 aMW takeup
range." BC Hydro anticipates that there will be noincremental costs that arise from administering the freshet
rate duringthe pilot period. Any costs related to developing and maintaining th e freshet rate pilotare to be
fundedthrough the utility’s existing operating budgets and staff resources. Reporting costs will be dependent
upon the criteria specified by the Commission and are not anticipated to exceed $50,000."°

33 Freshetrate pilotissues

3.3.1 Pilotrate projectrisks

BC Hydro has identified anumber of areas of risk relative to offeringafreshetrate. Key uncertainties include the
following:

2 ExhibitB-1, pp. 7-33-7-35; pp. 7-43-7-44.
'3 ExhibitB-1, pp. 7-35-7-39.

1% 72:206.

'> ExhibitB-5, BCUC 1.111.1.

'® Ibid., BCUC 1.101.3.
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1. Theuncertainty of whetherornot customers will have incremental load increases during presched ule
trading. BC Hydro states thatfor the upcomingtrial period, incremental industrial load under the freshet
rate pilot are not expected to have a material impact on marketing or operational flexibility. *’

2. Potential differences between the day ahead prescheduled marketasrelied uponforthe freshetrate
and the real time market. BC Hydro explained that any such differences are likely symmetricand thus
can be expectedtonetoutclose tozero. Giventhe relatively small volumes ranging from 5 aMW to 30
aMW, BC Hydro does not consider this risk to be material.*®

3. The potential fortie line constraints to limit the ability toimportfromthe U.S. market. This may resultin
storage energy, which may have been used duringa highervalue period being used instead to supply
incremental freshetload. BCHydro states that while tie line limitations can occur during the freshet
period, itdoes notconsiderthemtobe an issue aslongas majorsystem spills are neither anticipated
nor occurring. BC Hydro states it will monitortie constraintsimpactas part of the freshet pilot.*’

4. The potential forload shifting. Load shifting occursinthose instances where customers are able to
reduce RS 1823 energyinthe non-freshet monthsandincrease it during the freshet months. BCHydro
statesthat although shiftingis acomplexissueand there may be some negative impactsonnon-
participating customers, shiftingloads from non-freshet to freshet periods should be eligible forthe
freshet pilotaslongas there isincremental consumption during freshet. The primary risk of shiftingis
the loss by non-participating customersin the event the load reduction during the non-freshet period
resultsinreducedrevenuethatis greaterthan offsetting exportrevenues. The potential financial impact
was discussed duringthe SRP where BCHydro acknowledged thata reductioninTier 2 energy would
resultinarevenue loss of $85 an hourwith an offsettinggainin the export marketof $30 to $35 a
megawatt hourifin the winter.?

BC Hydro considers the financial impact of the load shifting risk during the freshet pilot to be small. It states that
based on the take-up range of 5 aMW to 30 aMW, the impact on non-participating ratepayers could range
between $200,000 and $4.3 million. In addition, BC Hydro points out that the riskis much less “because the
most likely users of the rate (chemical producers and some large forestry producers)are consuming, on average,
very close to 90 percent of theirrespective Customer Base Lines (CBL) and would be at risk of a downward
adjustmentintheir RS 1823 CBLif they shifted any more than~1 to ~3 percent of theirload into the freshet
period.”**

BC Hydro outlined two scenarios where shifting could benefit non-participating customers. The first of these
relates to the potential for the shifted amountsto be reflected asa reductioninitslong-termload forecast. This
couldresultinalongrun marginal cost reduction thatexceeds the RS 1823 revenue reduction. BCHydro
acknowledges that thisis unlikelyinthe shortterm given thatthe freshetrate isa two-yearpilotand any
changesincustomerbehaviourare notlikely to be reflectedinthe long-term load forecast. A second benefit
could be where the load reductionin non-freshet monthsisin the winterand “there could be capacity benefits
to BC Hydro and/or highervalue (relative to other non-freshet periods) from additional energy not being

7 ExhibitB-1, p. 7-38; ExhibitB-5, BCOAPO IR1.170.1.

'® ExhibitB-5, BCOAPO 1.170.1.

"% ExhibitB-1, p. 7-38; ExhibitB-5, BCOAPO 1.170.1; T2:253.

2% Exhibit B-1, p. 7-42; ExhibitB-1, Appendix C-5B, p. 35; T2:206 and 253
L ExhibitB-1, p. 7-42; Appendix C-5B, W.S. #10, pp. 35-37.
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consumed.” BCHydro states that the impact of shiftingis difficult toidentify butit will be consideredin
evaluatingthe freshet rate pilot.>

Anotherpotential area of riskis that of natural growth in consumption due to business expansion. This was
exploredtoadegree withinthe SRP where Commission staff queried whether the recent Canadian dollarsli de
may be expectedtoresultinincreased production by pulp and papercompanies. BCHydro acknowledged “that
thereisan opportunity that potentially customers selling their goodsinto the states, they may be increasing
production.””® A pulp and paper industry representative from AMPC (i.e. Catalyst Paper) observed that
“[pIredicting paper pricesisamug’s game. Paper markets around North Americaare dropping 10 percentyear

overyear.”**

3.3.2 Needforthe freshetrate pilot project

CEBC questioned whetherthere isafreshet problemand whetherthere isaneedfora freshetrate pilot. Inthe
SRP it posed a number of questions to BC Hydro with respect to the informational graphs presented by BC Hydro
to demonstrate the surplus that exists during the freshet period. CEBC questioned whether these graphs actually
demonstrated there was asignificant surplus overthe freshet period as claimed. Specifically, CEBC asked how
many gigawatt hours of surplus electricity thereisfor customers to take. BC Hydro was unable to answerthe
guestionin precise terms due to the information presented beingin monthlyaverages. However, it pointed out
that inan average wateryear itcan be expected thatasurplus would exist for half the time resultingin
exportingorspillingand forthe other half the time there would be no surplus as water levels would be below
the monthly average.”®

CEBC maintained that the surplusisa very small amount and estimatesitto be around 50 average megawatts
translatingtoabout 36 gigawatt hours a year. It submits thatwhenthisisviewed in the context of BCHydro’s
delivery of 54to 55,000 gigawatt hours, “it’s essentially not much more than a roundingerror.” CEBC asserted
that thereis no freshet problem and no need foratariff solution. A more appropriate solution would be to have
BC Hydro enterinto contracts with industrials willing to purchase any surplus amounts during freshet. *°

Commission staff also questioned the information on BCHydro’s graphs and what they demonstrated. One
question with referencetothe graph on page 2 of Exhibit B-12 asked BC Hydro to “confirmthat the potential
freshet period energy oversupply is, on average, expected to be the very small areabetween the implied
minimum generation average line, the red line, and the average load line, the black line?” BCHydro responded
that:

the graph was intended to show was fora monthly average what the average load would be

againstthe average minimum generation. So it would be for that —yeah, the difference

between those two, that small areas, would be on an average basisif youdidit forthe

monthwhenyou’d beina force generation period. What the graph isn’t showingis how

that would change within the month orhow it would differ between the high load hour

period and the low load hour period.”’

22 ExhibitB-1, p. 7-42.
2 12:307.

2% 12:306-307.

2% 12:336; T2:217-220
26 12:336-337.

7 12:293.
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3.4 Positions of the parties

Almost all of the interveners expressed support for BC Hydro moving forward with the proposed freshet rate
pilot. The one exception to this was CEBCwho, as noted in Section 3.3.2, have concern as to the needfora
freshetrate and propose otheralternativesinthe eventthat BCHydro has a surplus duringthe freshet period. In
addition, Move UP was cautiousinits support for the pilot noting that it expects to participate vigorouslyinthe
evaluation process that follows and with any application to approve the freshet rate on a permanent basis. *®

None of the interveners raised concerns with regard to the methodology that BCHydro proposes to employ to
implement and manage the pilot. Norwere there any concerns raised with the proposal for billing as proposed
by BC Hydro.

In spite of the support forthe pilot project, anumberof interveners made comments concerning various aspects
of the BC Hydro freshetrate proposal. These are summarized as follows.

NIARG expressed the view thatitshould notbe presumedthatitisinevitablethe freshet rate will become
permanent. It submits that the permanency of the pilotrate is a determination based on an evaluation process
not on the expectation goingintoit.”” CEBC expressed agreement with NIARG noting that there should be no
suggestion of automaticrenewaland commenting “often what happens, things start off on a temporary basis
become permanent”.>* MoveUP held asimilarviewnoting the importance of the evaluation proce ss following

the pilot.*!

CEC advocated expansion of the freshet rate pilot programtoinclude commercial customers and noted that it
was encouraged by BCHydro’s comments made during the SRP concerning pursuit of the opportunity to expand
the program. Further, CEC asked the Commission to confirm that discussions are to occur inthe shorttermand
not wait till the end of the pilot.*?

BCOAPO noted that BC Hydro has acknowledged there are uncertainties with implementing the freshet rate.
These include the incremental energy that may be used, uncertainties related to how customers may choose to
use the rate and whetherthere will be a positive or negative impact on non-participating customers. BCOAPO
noted the importance of a pilot prior to fullimplementation and subsequent evaluation to clearly assess the
impacts on non-participants. Further, given the uncertainties with the rate, BCOAPO submitted that “Hydro
should not be conservative in determining the level of benefits necessary to offset the potential risks.”**

BCOAPO also expressed concern with respectto extendingthe pilotrate to general service customers pointing
out that there are “so many more” in this group. However, itdid express aninterestin beinginvolved in the
development of the rate from an early stage.>

BC Hydro indicated thatitis willingto engage with the CECregardingitsrequestfora freshet pilot forgeneral
service customers but noted that as outlinedin the SRP, medium general service (MGS) and large general service
(LGS) rates are intransition. Further, concerning the substantive comments from interveners with respect tothe

2812341,
2 12:330.
3012338,
3112341,
32

T2:334.
33 12:343-345.
4 12:347-348.
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evaluation process, BCHydro stated it “is certainly open toaninclusive evaluation, and we’ll certainly review the
transcriptand take careful note of what everybody was looking for.” Its e xpectationis thatthere isa likelihood
there will be stakeholder consultation priorto the start of the evaluation process. >’

Commission determination

The Panel approves the two-year freshet rate pilot program as proposed by BC Hydro with the rate being
effective forthe period extending from March 1, 2016 to October 31, 2017.

As notedinSection 3.1, BC Hydro set three objectives which the freshet rate program was designed to meet:
that itrespondto IEPR task force recommendations, provide assistance to BC Hydro freshet energy oversupply
managementand recover what might otherwise be obtained from export market sales with potentialeconomic
benefitstothe province. Asaconsequence, approval of the freshet rate pilotrepresents a positive step toward
achievingthese objectives. The initiation of a pilot will provide the opportunityto analyse and assess the impact
of the program over a two-year period and determine whether it should be made permanent.

The Panel observesthatthere is support forthis program frominterveners, many of whomwere involved in the
extensive consultation process priorto the filing of the Application. This provided parties the opportunity to
understand the issues priorto final development of the freshet rate pilot program.

Significanttothe Panelisthe fact that BC Hydro has applied fora pilot program rather than a permanent rate.
Thiswill provide the parties the opportunity to assess the impact of the rate on non-participants and
participants alike allowing for modification of the current methodology priorto considering whether the freshet
rate should be made permanent. In addition, the parties have agreed there isaneedfora robust evaluation of
the pilot both during and following the pilot and BCHydro has proposed a set of evaluation criteria. The Panel’s
consideration of the proposed evaluation criteriais providedin Section 4.2 following.

Many of the parties have addressed the risks associated with afreshet rate and there seems to be general
consensus thatthese risks have beenidentified and will be monitored during the pilot program and addressed
duringthe evaluation process. The Panel accepts this and notes that a key benefit of piloting this programisto
learn more aboutits impacts priorto consideringa permanent freshetrate.

Giventhe overall supportforthe programand the fact it isdesigned as a pilot with adefined end and includes a
rigorous evaluation process, the Panel is persuaded that approval of the freshet rate pilot programis warranted.

CEBC has raised a concern as to whetherthereisafreshet oversupply problemand aneedfora freshetrate.
CEBC pointsto the graphs provided by BC Hydro as indicating that the oversupply during freshetis minimal and
can be dealtwith by other measures. BCHydro has responded to these assertions by explaining that the graphs
provided representaverages and are not intended to clearly convey the extent of the surplus energy atany
pointintime, pointing outthe level of surplus energy varies by day and throughout each day. The Panel accepts
BC Hydro’s explanation of why the extent of the oversupply during freshetis not apparent on the graphs. In the
Panel’sview CEBC’s interpretation does not consider the variability of intraday demand and supply. The Panel
alsonotesthatinthe eventsupplyis notavailable from BCHydro, the freshetrate is designed to take advantage
of potential lower Mid Cpricing opportunities thereby providing benefit to BCindustries. While the Panel
acceptsthat thereislikely to be sufficientenergy available to support the freshet rate pilot, this issue will
require further examination before proceeding with a permanent rate orexpanding the programto otherrate

*°12:355-357.
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classes. The Panel directs BC Hydro to provide more clarity in its evaluations and provide more clarity as to the
magnitude of the energy surplus during freshetand provide an estimate of its potential value.

4.0 OTHER ISSUES
4.1 Potential to expand the freshet rate pilot to other rate classes

BC Hydro, in itsopening statementatthe SRP for the freshet rate pilot, indicated its willingness to explore
whetherthe freshetrate could be applied to general service customers with a completion date of required
analysis by the spring of 2018.%° As noted in Section 3.4, CEC is advocating an expansion of the freshet rate
program to include medium general service (MGS) and large general service (LGS) rate groups and has indicated
that itis requesting the Commission to confirm that discussions are to occur in the near term.

In answerto CEC's query concerning BCHydro’s opening statement, the utility gave the following response:

...one of the things we want to deal with through the evaluation periodis we want to look at
how thisrate isworking. One of the challenges with implementing it forthe commercial
sectorright now isthat one of the most substantial proposalsin BCHydro’s rate design
applicationisafundamental change tothe large general service,immediate general service
rates, whichisthe defaultrate. Asitis, as it stands right now, we have that, our proposed
flattening of the rate cominginto effectin fiscal 2018, so April 2017, which would be rightin
the middle of the two-year pilot.*’

BC Hydro continued by stating the uncertainty around the new MGS and LGS rates would cause challengesand
thereis no certainty onthose rates until the Commission renders a decision. However, there will be certainty as
to the general service rates by the time the freshetrate pilotis being evaluated. BCHydro acknowledged
however, thatthere is nothing stopping it from working with CECto understand what kinds of things this
customer group can provide and the flexibility they have.*®

In itsfinal submissions, BCHydro noted that the freshet pilot rate is specificto the RS 1823 group and cannot be
readily applied to different rate schedules. Thus, awhole new rate schedule would need to be developed for
those otherrate classes.”

CEC, inits final submissions, noted that the number of 6,000 customers was talked about but it was not looking
at a programto serve this many customers. It stated that it islooking atan opportunity fora more refined target
approach. CEC completedits submissions by stressing thatitis urging the discussion on this matterbe current
and ongoing and requested the Commission confirm that this should be dealt with in the more nearterm. *°

In reply, BCHydro stated that it was happy to consult with CECand explore theirideas. However, itdid not
guarantee that this would resultin a short-term solution.**

312175,
312.194.
38
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39

T2:320.
%012:334,
*112:355-356.



APPENDIX A
to OrderG-17-16
Page 12 of 15

Commission discussion

There appearsto be agreementbetween CECand BC Hydro to beginthe process of discussing the potential for
extendingafreshetrate togeneral service customers at some future date. The Panel is supportive of these
discussions beinginitiated in the shorterterm as requested by CEC.

However, the Panel understands thatitis unlikely afreshet rate solution will be achieved in the shorttermas
desired by CEC. We accept that it is not simply a matter of applying the same rate to commercial customers as
will be appliedinthe industrial customer pilot due the differences in rate schedules. In addition, the fact that
medium and large general service customer rates are currently underreviewadds additional challengesin
determiningafreshetrate forthis customerclass.

Development of the freshet rate forindustrial customers was reliant on an engagement process that covered
many months and resulted inabroad range of stakeholder groups providing supportforasingle proposal.
BCOAPO has expressed some concern with moving forward with extending the pilot rate to general service
customers at thistime, but has expressed aninterestin beinginvolved with the development of such a rate
froman early stage. Given these concerns, the Panel sees value inasimilar process being applied to the
determination of afreshet rate program for general service customers. This will allow the parties to benefit from
any learningthat may have resulted from the transmission service freshet rate pilot. The Panel isreluctant to
directthe partiesto adhere to a particulartimeline on this matter, but do encourage them to begin initial
discussionsto examinethe potential forafreshetrate pilotforgeneral service customers priorto the end of the
transmission service freshet rate pilot.

4.2 Evaluation of the freshetrate pilot

BC Hydro proposesto have three evaluation reports forthe freshet rate pilot; two preliminary reports, onein
the fall of 2016 and onein the fall of 2017, and a final evaluation reportin the spring of 2018. The 2016 and
2017 preliminary reports will provide information on the take-up of the pilotin Years 1 and 2, and identify total
salesandrevenue underthe rate. Inaddition, BCHydro proposes toinclude the impact of shiftinginYear1 in
the 2017 report. BC Hydro proposes the final evaluation report will provide asummary of the take-up and
shifting overthe two year pilot.*?

Evaluation criteria

At Workshop #10 BC Hydro proposes to address the following evaluation criteria questionsin assessing the
freshetrate pilot:

e Didthe rate provide RS 1823 customers with lower cost options?;

e Didthe rate have positive or negative impacts on non-participating customers?;

e How manyRS 1823 customers usedthe rate? What were the volumes of use?;

e How did customers use the rate?;

e To what extentdid shifting contribute to higherfreshet energy?;

e Was there anyshiftingwithinthe freshet period from HLHto LLH?; and

*2 ExhibitB-1, p. 7-44.
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e Werethereanyissues with setting baselines, implementation, or billing?**

Further, based on stakeholder comments and its own furtheranalysis, it will also considerthe following
additional questionsinits assessment:

e Didthe pilotimpact RS 1823 customers’ conservation and efficiency measures?;
e How quickly did customersrespond to changesin marketprices?;

e Didcustomerswith aggregated RS 1823 loads shift consumption between plants to take advantage of
thisrate?;

e DidBC Hydro curtail any customers underthe non-firm provisions of the rate? If so, what led to the
curtailments? If not, were there any financial impacts on BCHydro from not curtailing customers during
constrained periods?; and

e Was there anyimpact on RS 1880 events? Did customers use the rate as a substitute for RS 1880?**

MoveUP “is concerned that BC Hydro has decided to proceed with this pilot project...without turningits mind to
how it will track, orifit iseven possibleto track some of the items that have been flagged as concerns by the
interveners.”*® BC Hydro submitted it would be appropriate forthe Panel to direct fine-tuning of the reporting
criteria, the evaluation methods, et cetera, with stakeholders and staff.*®

MoveUP further submitted “...there is no solid evidence regarding the evaluation framework that will be applied
to this pilot project, orthe standard of performance that BC Hydro will requirefrom the projectto decide
whetherit's a failed experiment ora success.” It noted that this can be dealt with when the evaluation reports
come out and indicated it intends to vigorously participate in any evaluation process.*’

NIARG noted that a desirable outcome of the evaluation process would be identification of increased benefits to
othercustomerclasses.*®

When BC Hydro was asked to comment on where this program will go post pilot and what does success look
like, itexplained that “success looks like as many as possible of our transmission service rate customers can take
up thisrate” and explained thatinthe spring of 2018 they wouldfile afinal evaluation report where they would
make an assessment of the success of the pilotand believe there would be some additional consultation with
stakeholders on the evaluation reports. *°

In additionto comments regarding what should be included in the e valuation process, anumber of issues arose
concerning program elements and their handlingin the pilotandinthe eventthe program continues beyond the
pilotstage. These included the following:

3 ExhibitB-1, p. 7-43.
** ExhibitB-1, p. 7-43.
5 712:340-341.
*12:311.

' 12:341.

8 12:330.

*12:187.
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Wheelingfee

A numberof concerns were raised with respect to the $3 wheeling fee proposed by BC Hydro.
Commission staff raised the issue of wheeling fees and whetherit would be more appropriate for
wheeling charges to mimicthose employed by FortisBC (as outlined in Order G-77-14).>° CEBC raised this
issue aswell, assertingthat what the FortisBCrate is tracking is what should be tracked in the evaluation
period.”’ BCOAPO indicate they are willing to support the proposed wheeling fee for the pilot but submit
that a full assessment of these costs must be part of the evaluation process.>?

Baselines

As notedin Section 3.2, BC Hydro expectsto use 2015 data for baselines without furtheradjustmentas
longas 2015 freshet purchases are within +/- 10 percentof a customer’s historical freshet load but
acknowledges thatthere could be cases where adjustmentis necessary to achieve baselines
representative of normal operations.>®

BC Hydro providesthe following explanation with regard to the setting of baselines:

To determine if acustomer’s 2015 freshet consumption can be used to set a baseline without
furtheradjustment, BCHydro believes it’s necessary to compare consumption in 2015 with the
priorthree to five year period. The exact period for comparison will be d etermined on a case by
case basisand BC Hydro will be guided by the baseline setting principles setoutin TS 74.
Furthermore, Special Condition 4 of RS 1892 (Exhibit B-1, Appendix F-1B) states that BC Hydro
will file baselines not based on 2015 freshet purchases with the Commission.

BC Hydro continues by stating:

Setting baselines can be challenging foravariety of reasons because consumptioninthe
baseline period can be affected by many factors including economic conditions, maintenance,
production expansion, DSM, etc. Setting baselines ultimately requires a degree of professional
judgementto ensure the baselinereasonably represents what the customerwould have usedin
the absence of the freshet rate.>

Both MoveUP and BCOAPO raised the baselinesettingissue with BCOAPO submitting that “One of the
objectives of the evaluation should be, and is, to assess the reasonableness of the proposed approach,

and the extent to which adjustments in judgment were required in determining the baselines.” >

Longerterm rate/investment decisions

CEC raised an issue with respect to the potential forsome freshet rate customers to not take part in the
pilot due to circumstances dictatingthata longer period than the proposed 2-year pilotis required to

>0 12:303.
51
T2:338.
21235,
>3 ExhibitB-1, 7-39.
>* ExhibitB-5, BCUC 1.110.1.
>® Ibid., p. 350.
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justify the investment required to participate and CEC proposes that such cases be identified and
tracked. *® BC Hydro indicates thatitintends to make thisissue it part of the reporting process.>’

Sharing Benefits with Non-Participating Customers

The issue was raised as to whetherfreshet rate benefits should be shared in some way with non-
participating customers.>® BC Hydro’s position is that the UCA’s legal test does not require the delivery
of benefits to non-participating customers>® and submitted that it is the holding harmless of non-
participants ratherthan benefit sharing thatis the appropriate test.*° BC Hydro provided the $0kWh
floor price as an example of benefits to non-participants.

Commission determination

The Panel accepts the evaluation criteria and agreed to reportingitems as proposed by BC Hydro and directs
BC Hydro to file three evaluationreports as described in section 7.3.4.6 of the 2015 RDA on the RS 1892
Freshet Rate Pilot. In addition the Panel considers there to be a need toaddressa number of otherissues as
raisedin this proceedingas part of the evaluation process. Accordingly, the Panel directs BC Hydro as part of
the evaluation process to address and where appropriate, evaluate the following:

e Analysis of the costs/benefits to non-participating customers, including the $0kWh floor price, and
evaluating the appropriateness of sharing additional benefits with non-participating customers;

e The Freshet Rate Pilot wheeling charges as compared to those that would have been collected had
FortisBC’s standby rate charges been applied;

e The data, the calculations, the analysis and other considerations, if any, that went to determining
each customer’s baseline, each customer’s freshet rate charges and each customer’s RS 1823 charges;

e Freshetrate engagement activities with commercial ratepayers and otherratepayer groups;

e Detailedinformation as to the extent of the potential energy oversupplyissue and BC Hydro’s
progress on other strategiesit is pursuing to mitigate the issue;

e Allcosts associated with the implementing the freshet rate pilot; and
e An analysis of the impact of any load shifting including the actual monthly consumption for each pilot

participant in comparison to the respective CBLs for each.

Prior to filing the final evaluation report on the freshetrate pilot, BC Hydro is further directed to consult with
stakeholders on further process in the event there is a recommendation that the freshet pilot rate be made a
permanent.

*612:199.

>’ 12:310.

*8 12:330; T2:345.

>% Exhibit B-5, BCUC 1.103.1.
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