SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-187-15

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

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

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

and

Reconsideration and Clarification of Order G-149-15 by
British Columbia Old Age Pensioners’ and Seniors’ Organization et al
regarding an Application by FortisBC Inc. for Stepped and Stand-By Rates

BEFORE: L. A. O’Hara, Panel Chair/Commissioner
R. D. Revel, Commissioner December 3, 2015
ORDER
WHEREAS:
A. On March 28, 2013, FortisBCInc. (FortisBC) filed an application with the British Columbia Utilities

Commission (Commission) for approval of new rates fortransmission voltage customers which included
approval fora Stand-by Rate (RS 37) (Application by FortisBC for Stepped and Stand-by Rates or Original
Application);

Zellstoff Celgar Limited Partnership (Celgar), British Columbia Old Age Pensioners’ and Seniors’ Organization
et al. (BCOAPO), British Columbia Hydro and Power Authority, BC Municipal Electric Utilities, International
Forest Products Limited, and the Minister of Energy and Mines registered as interveners. Tolko Industries
Ltd. registered asaninterested party;

Effective May, 29, 2015, the Commission approved RS 37 in stages by way of: Order G-67-14 (Stage |
Decision), Order G-46-15 (Stage Il Decision) and Order G-93-15 (Stage Ill Decision);

In the Stage Ill Decision the Commission also sought further submissions exclusively from FortisBCand
Celgaron an appropriate Stand-by Billing Demand (SBBD) for Celgar;

By Order G-149-15, dated September22, 2015, (Stage IV Decision) the Commission setthe SBBD for Celgar
at 40 percent of the Stand-by Demand Limit, which resulted in a SBBD of 16.8 MVA;

On November 18, 2015, BCOAPOfiled an application forreconsideration and clarification of Order G-149-15
on the basis that the Commission Panel made certain errorsin the Stage IV Decision (Reconsideration
Application);
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G. By letterdated November 19, 2015, the Commission established Phase One of the Reconsideration process.
The Commission sought written comments, by November 24, 2015, from FortisBCand registered
interveners of the Original Application on whetherthe Reconsideration Application provided reasonable
grounds to warrant the process proceeding to Phase Two and allowed for BCOAPO to respond to those
comments by November 27, 2015;

H. The Commission received comments from FortisBCand Celgaraswell asa reply from BCOAPO inaccordance
with the dates established for Phase One; and

I. The Commission Panel hasreviewed the submissions from all parties.

NOW THEREFORE the British Columbia Utilities Commission, for the Reasons attached as AppendixA, orders
that the British Columbia Old Age Pensioners’ and Seniors’ Organization et al. Application for Reconsiderationis
denied.

DATED at the City of Vancouver, inthe Province of British Columbia, this 3 day of December 2015.
BY ORDER
Original signed by:
L. A. O’Hara

Commissioner

Attachment

ORDERS/G-187-15_BCOAPO-Reconsideration of G-149-15
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Reconsideration and Clarification of Order G-149-15
as requested by British Columbia Old Age Pensioners’ and Seniors’ Organization et al
regarding an application by FortisBC Inc. for Stepped and Stand-by Rates for
Transmission Voltage Customers

REASONS FOR DECISION

1.0 INTRODUCTION

On March 28, 2013, FortisBCInc. (FortisBC) filed an application with the British Columbia Utilities Commission
(Commission) forapproval of new rates fortransmission voltage customers which included approvalfora
Stand-by Rate (RS 37)(Stepped and Stand-by Rates Proceeding or Original Application).

The following participants registered asintervenersin the proceeding: British Columbia Hydro and Power
Authority, Zellstoff Celgar Limited Partnership (Celgar), International Forest Products Limited, British Columbia
Old Age Pensioners’ and Seniors’ Organization etal.(BCOAPQO), BC Municipal Electric Utilities, and the Minister
of Energy and Mines. Tolko Industries Ltd. registered as aninterested party.

Effective May 29, 2015, the Commission approved RS 37 in stages by way of: Order G-67-14 (Stage | Decision),
Order G-46-15 (Stage |l Decision) and Order G-93-15 (Stage Ill Decision). By Order G-93-15, the Commission also
sought furthersubmissions exclusively from FortisBCand Celgar on an appropriate Stand-by Billing Demand
(SBBD) for Celgar.

By Order G-149-15, dated September22, 2015, (Stage IV Decision) the Commission setthe SBBD for Celgarat
40 percent of the Stand-by Demand Limit (SBDL). On the basis of a SBDL of 42 MVA, Celgar’s SBBD was set at
16.8 MVA. The Commission also directed FortisBCand Celgarto attempt to negotiate an agreementon the
retroactive application of rates forthe interim period.

On October22 and 23, 2015, marked as Exhibits B-46 and B-46-1, FortisBCand Celgarfiled with the Commission
for approval, ajoint submission attaching an executed Agreement (enclosed as Appendix A to the Exhibit)
between the two parties asto the appropriate billing for the interim period. The Agreement provided fora
refundto be issuedto Celgar, the calculation of continued interest and certain rate treatment (Requested Rate
Treatment). The Parties requested that the Commission resolve the matter on an expedited basis. On November
2, 2015, marked as Exhibit B-47, FortisBC provided supplementary information and background specificto the
Requested Rate Treatment.

On November9, 2015, the Commissionissued aletter which provided an opportunity foranyintervenerto raise
concerns with the Agreement, including the Requested Rate Treatment, and to provide commentsona
preferred processif deemed necessary. BCOAPO was the sole intervenerto raise a concern. Inits submission
BCOAPOrequested that before the Commission considers approving the Agreement itrequire FortisBCtofile
further calculations and details of the negotiation, which should be followed by awritten processincluding
information requests and final submissions.
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On November 18,2015, BCOAPO alsofiled an application for reconsideration and arequest forclarification of
Order G-149-15 (Reconsideration Application). BCOAPO seeks areconsideration and variance of the
Commission’s determinations alleging the Panel made the following three errorsin the Stage IV Decision:

a) Iltwronglyexcludedintervenergroups, including ratepayer groups, from participationin the portion
of the proceedingleadingto the Stage IV Decision;

b) It baseditsdetermination of Celgar’'s SBBD on somethingotherthan the cost of service; and

¢) Itdetermined Celgar'sSBBDinthe absence of adequate evidence.

In addition, BCOAPO seeks clarification on anissue related to the implementation of the Stage IV Decision,
specifically:

a) IsCelgar’sSBBD, as determinedinthe Stage IV Decision, intended to be permanent (i.e. forthe life
of Celgar’'s self-generation assets and, if so, which self-generation assets), orisitin scope and
subjecttochange in FortisBC’'s general rate design application, whichis to be filed priorto
December31, 2017.

2.0 PHASE ONE OF THE RECONSIDERATION

On November19, 2015, the Commission established Phase One of the Reconsideration andissued aletterto
FortisBCand the Registered Interveners of the Original Application requesting submissions,and allowing
BCOAPOto reply, onthe following questions:

1. Should there be areconsideration of Order G-149-15 by the Commission?
Please base your comments on one or more of the following rationales:

i. The Commission made anerrorinfact or law. If usingthis rationale please provide support that
the claim of erroris substantiated on a prima facie basis and the error has significant material
implications;

ii. There has beenafundamental change in circumstances orfacts since the Decisions;
iii. A basicprinciple was notraisedinthe original proceedings;
iv. Anew principle hasarisenasaresultof the Decisions; or

v. Thereisotherjustcause towarrant reconsideration.

2. Ifthereistobe areconsideration of Order G-149-15:

a. shouldthe Commission hearnew evidence and should new parties be given the opportunity to
presentevidence?

b. shoulditfocuson theitemsfromthe applicationfor reconsideration, asubsetof these items, or
additional items?
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3.0 SUBMISSIONS BY PARTIES
3.1 FortisBC — November 24, 2015 Submission

FortisBC submits thatthe BCOAPO reconsideration request should not proceed to Phase Two. By way of
rationale, FortisBC submits the matters that BCOAPO has raised chiefly relateto the Stage Ill Decision rather
than Stage IV and, more generally, to process that BCOAPO did not object to at the time. FortisBCalso reiterates
itssupportfor the expeditious approval of the Agreementand the Requested Rate Treatment.

3.2 Celgar— November 24, 2015 Submission

Celgarsubmits that the Application does not meet the threshold for reconsideration and, forthatreason, the
Commission should decline the request to order Phase Two reconsideration of Order G-149-15. Furthermore,
Celgarsubmits that the request for clarification of the Stage IV Decision should also be denied.

Celgarindicates that based on the three reasons advanced by BCOAPO only one of the reconsideration criteriais
relevanttothe Reconsideration Application; namely, whetherthe Commission made an errorinfact or law.
Celgaraddresses each of BCOAPQO’s three alleged errors as follows.

3.2.1 Exclusionofintervenergroups from participationinthe Stage IV proceeding

Celgar points out that the Stage IV process was established by Order G-93-15, and the accompanying Stage |
Decision dated May 29, 2015. For that reason alone, Celgar submits, the BCOAPO’s request for reconsideration
related to participationin the Stage IV process must fail. Celgarfurther submits that BCOAPO should not be
afforded the opportunity to await the outcome of a process, and only afteritis known and found to be
unsatisfactory, toreverttoa complaint that should have been filed shortly after the Stage Il | Decision was
issued. In Celgar’'sview, allowing the reconsideration almost six months after the process was established,
would be patently, procedurally unfairto the other participants of the proceeding.

With regard to procedural fairness, Celgar notes that pursuantto Section 11(1) of the Administrative Tribunals
Act the Panel:

.....hasthe powerto control its own processes and may make rules respecting practice and
procedure to facilitate the justand timely resolution of matters before it.

Celgarsubmits that decisions of the Commission related to procedural fairness are questions of law, and that
the process established in Stage Il was to ensure procedural fairness.

Regarding BCOAPQ’s concernthatthe Stage IV decisionimpacts other customers, Celgar submits that BCOAPO
omits the foundational issue which is that BCOAPO had many opportunities through the lengthy review of
FortisBC’s Stand-by Rate to raise those concerns. Furthermore, Celgar submits, “The Commission was wellaware
that the rate design of stand-by service, including the SBBD, would affect other customers and forthat reason
the Commission gave BCOAPO and all other stakeholders extensive opportunities to be heard.” Celgar
specifically refers to BCOAPO submissions regarding wires charges for stand-by service dated March 7, 2014 and
December 3, 2014.
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In summary, Celgarsubmits “The law with respect to procedural fairnessis concerned with ensuringinterested
parties have had an opportunity to be heard. The procedural determinationsin the Stage Il Decision followed an
extensive process in which all interested parties had repeated opportunities to be heard, including BCOAPO.”*
Celgarexplainsthatwhilethe SBBDis significant (as it determinesthe wires charges for stand-by service) issues
related towires charges forstand-by service were reviewed by the Panel in each of processesleadingto the
Stage |, Stage Il and Stage Ill Decisions. Celgar continues: “The Stage IV process did no more than give the
Commission the benefit of further submissions from two of the affected stakeholders following many other
submissions from other stakeholders.”” Celgar concludes that because all stakeholders already had received an
opportunity to be heard, it cannot be said that a request for further submissions from two stakeholders was an
error.

3.2.2 SBBD seton a basis otherthan Cost of Service

The second error alleged by BCOAPQ is that the Commission setthe SBBD on a basis otherthan cost causation
principles, whichin BCOAPQO’s submission is an error of law. In response, Celgarrefers toa number of sections of
the Utilities Commission Act (UCA) which articulate the Commission’s authority and its discretion to set rates.
Specifically, Celgar mentions sections 58(1), 60(1), 59(4), 75 and 79 of the UCA.

Celgarsubmits the legislative scheme gives the Commission discretion to considerany matters thatit finds to be
properand relevant affecting rates. Accordingly, Celgar submits the Commissionis not bound tofollow co st
causation principles, orany otherrate setting principles. Pursuant to the UCA, the Commission must make
determinations affecting arate based onthose principlesthatitconsidersappropriateand relevant. Celgaralso
points out that an error, if any, affectingratesis, by legislative decree an error of fact, and not an error of law.

Celgaralsoreferstoa related claim of an error of fact by BCOAPO where the Commission concluded “different
types of service should attract different rates regardless of the associated costs of service.” BCOAPO claimed
that the net-of-load criterion does not require Celgar to self-supply its load requirements. In response, Celgar
submits thatthisissue was the subject of extensive review during the Stage Il and Stage Il Decisions.

3.2.3 Determination of SBBDin the absence of adequate evidence

In response to the third erroralleged by BCOAPO, Celgar submits the Commission clearly and repeatedly
identified the scope of the Stepped and Stand-by Rates Proceeding toincludeall issues that are now the subject
of the Application for Reconsideration. Celgar refers as an example, to materials related to a Minister’s Order
filed by BCOAPO.

Celgar points out that the record of the proceeding opened with Order G-55-13 dated April 10, 2013, and now
includes approximately 160 exhibits. Celgaralso notes that the current proceeding followed several earlier
proceedings that were all related to Celgar’s rates. In Celgar’s submission, this process has taken almost five
yearsto conclude and “Given the extended and extensive nature of the proceedings, and because the scope of
the proceeding had been previously established and rulings made with respect to many of the evidentiary issues
specifically raised by BCOAPO, this BCOAPO ground for reconsideration does not approach the reconsideration
threshold.”

' ExhibitC2-1, para. 26.
2 Ibid, para.30.
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3.2.4 Requestforclarification of scope forStage IV Decision

Celgardescribes BCOAPQO’s request for clarification as a “requestfora Commission determination, disguised as a
clarificationrequest” and notes that the Commission, appropriately, has not made any determinations regarding
the 2017 Rate Design proceeding. Celgar submitsitwould be highly unusual and inappropriate for the Stage IV
Decision Panel to make determinationsintended to influence the 2017 Rate Design proceedingand its scope.
Therefore, Celgar submits the BCOAPO request should be denied.

33 BCOAPO — November 26, 2015 Reply Submission

In reply, BCOAPO characterizes the FortisBCand Celgararguments as technical or procedural in nature. BCOAPO
submitsthe substance of its reconsideration request and the nature of the error alleged is the same, regardless
of whetheritis characterized as relating to the Stage Il or Stage IV Decision. BCOAPO reiterates that “the
fundamental issueis whetherthe Panel erredin characterizing determination of Celgar’s SBBD as a matter
exclusively between Celgarand FortisBCand whether, therefore, it was procedurally fair forthe Commission to
make a decision affectingall ratepayersinthe absence of otherinterveners.”

BCOAPO acknowledges that the Commission has the legal authority to determine its own process. However,
BCOAPO submits this ability “does not exempt the Commission from the requirement to adhere to standards of
natural just (sic) by designingand implementing processes that allow affected parties to be heard.”

With regard to rate setting onthe basis otherthan cost causation, BCOAPO agrees Celgaris correctin sayingthe
UCA specifiesthatitisa question of fact whetherarate is unjust or unreasonable. However, BCOAPO submits it
isnot possible forthe Commission to determine what constitutes ajustand reasonable rate ina vacuum
because thatdetermination can only be made inrelation to rate setting principles.

Regardingthe absence of adequate evidence claim, BCOAPO submits the Panelfailed to appreciate the
interrelationship between this proceeding and the setting of industrial rates. Forinstance, the Panel did not
receive any evidence on what ratio of FortisBC’s overall costs residential customers would be paying following
the reductioninindustrial stand-by revenues.

BCOAPO recognizes thatits clarification requestis unclearand wishesto reword its clarification. Specifically,
BCOAPO submitsthe clarification itis seekingis whetherthe Panel of the current proceeding, in fact, already
definedthe scope of the 2017 Rate Design proceeding by finding that Celgar’s SBBDis not within scope of that
proceeding.

4.0 COMMISSION DETERMINATION

4.1 BCOAPOQ’s Application for Reconsideration

The Panel finds that the threshold for the Applicationto proceed to Phase Two has not been met by BCOAPO.
Accordingly, BCOAPQ’s Application for Reconsiderationis denied. The Panel explains below why BCOAPO failed
to put forward a reasonable basis to warrant the reconsideration process to proceed to Phase Two.

Firstand foremost, BCOAPO has been a party tothe entire proceeding which was started by Order G-55-13 on
April 10, 2013. BCOAPO and otherinterveners have received ample and fair notice throughout the proceeding.
Parties have had an opportunity to make submissionsin Stage I, Stage |l and Stage Il of the proceeding.
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Furthermore, as pointed out by both FortisBCand Celgar, BCOAPO has raised matters that relate primarily to the
Stage Ill Decision. The Stage IV process accomplished nothing more than giving the Commission the benefit of
further submissions by the most affected parties, the utility and its customerwho have the technical and
operational knowledge on the subject matter. Other parties were already given many opportunities to be heard.

In its reply submissions, BCOAPO characterized the arguments by FortisBCand Celgar as procedural and
technical in nature. Inthe Panel’sview, the assessment whetheran application meets the threshold to proceed
to Phase Two of reconsideration to a large extentis technical and procedural by nature.

Second, inregards to rate setting on the basis otherthan cost causation, the Panel agrees with Celgar’s
submissions which highlight the broad scope and discretion the UCA gives the Commission to determine
whetherratesare justand reasonable. Through the Stage |, Il, and Ill Decisions, which the BCOAPO fully
participatedin, the Commission approved a justand reasonable Stand-by Rate, which included Special
Provision 1:

Stand-by Billing Demand (SBBD) —Billing underthis rate schedulerequires the establishment of
a SBBD, expressed inkVA...TheSBBDisto be agreed to between the Customerand the Company
and isspecified in the GSA between the Company and the Customer. If the Customerand the
Company cannot come to an agreement, the SBBD will be set by the BCUC.

The Stage | Decision found that the SBBD (referred to as Stand-by Contract Demand inthe Stage | Decision) isto
be established onaprinciple based approach.’

It was the design of the of the Stand-by Rate which addressed the impact on other customers, including
residential customers, of any change inrates for self-generatingindustrial customers. For clarity, the Stage IV
Decisiondid not approve the just and reasonable Stand-by Rate as that was already done, ratherit made a
determination onthe application of that rate. Specifically, the Commission made a determinationona
component of the Stand-by Rate, that being the SBBD, for a particular customer given that the parties could not
agree, as provided forin Special Provision 1. In arriving at the SBBD, the Panel applied the framework for the
evaluation established in the Stage | Decision that relates to settinga SBBD. Namely, the principles of economic
efficiency, fairness, the BC Energy Policy, as well as the last contract demand that the parties agreed to.

Third, regarding BCOAPQO’s claim regarding the absence of adequate evidence the Panel refers to Celgar’s
submissions and finds that through this lengthy four-stage proceedingarich evidentiary record was developed.

4.2 BCOAPO's Request for Clarification

In its Application, BCOAPO also requested some clarification of the Stage IV Decision. In particular, BCOPAQO’s
reworded requestasks whetherthe Panel already defined the scope of the 2017 Rate Design proceeding.

In the Panel’s view, no Commission Panelshould make determinations that prejudge or predetermine the work
to be done by future panels. The Panel believes its Stage IV Decision clearly speaks foritself. Accordingly, the
Panel denies BCOAPQO’s request for clarification.

3 Stage | Decision, p. 55.
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