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BACKGROUND 

In its application (the “Application”) to the British Columbia Utilities Commission (the 

“Commission”) pursuant to Section 58(1) and (2) of the Utilities Commission Act (British 

Columbia) for approval to amend Section 2.1 of the PPA, British Columbia Hydro and Power 

Authority (“BC Hydro”) alleges that the export activities of certain FortisBC customers who 

have self-generation capabilities will oblige BC Hydro to provide incremental energy to 

FortisBC pursuant to the PPA, at embedded cost rates, to replace the exported energy.  BC 

Hydro alleges further that to supply such incremental energy BC Hydro will incur an 

“opportunity cost”.  BC Hydro estimates that the value of this “opportunity cost” will be roughly 

$16.7 million annually (see Exhibit B-1, BC Hydro letter to the Commission dated 

September 16, 2008, p. 4).   

BC Hydro describes certain key assumptions on which its $16.7 million estimate is based in the 

following footnote which appears on page 4 of Exhibit B-1, BC Hydro letter to the Commission 

dated September 16, 2008: 

Assuming energy for sales by the City of Nelson of 28 GWh and Celgar Pulp and Paper of 350 

GWh is supplied by BC Hydro under the PPA and calculated as the difference between the PPA 

energy price to FortisBC of 2.952 cents/kWh and BC Hydro’s long term opportunity cost of new 

supply of 7.36 cents/kWh, as represented by the Tier 2 energy price of RS 1823. 

BC Hydro reiterates and expands on these assumptions in its responses to certain of the 

Commission’s Information Requests (see Exhibit B-5, BC Hydro responses to Commission 

IR 1.7.1, Commission IR 1.7.1.1 and BCOAPO IR 2.3.2).   

EVIDENCE SUMMARY 

FortisBC has developed evidence to demonstrate, on the basis of assumptions different from 

those used by BC Hydro in the Application (and which are, in FortisBC’s submission, more 

reasonable in the circumstances), that: 

(a) BC Hydro may not necessarily incur any material “opportunity cost” in 

connection with its provision of incremental energy under the PPA to replace 

energy exported by FortisBC customers; and 

(b) BC Hydro may be able to earn a profit from its provision of any such incremental 

energy. 

DIRECT EVIDENCE OF DAN EGOLF 

I am employed by FortisBC in the capacity of Manager, Resource Planning.  In the course of my 

duties, I am responsible for FortisBC’s long-term and next-year power supply arrangements.  I 

am authorized on behalf of FortisBC to give the following evidence in this proceeding. 
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FortisBC’s analysis of potential impact of provision of replacement energy 

(a) Cost to BC Hydro of replacement energy 

FortisBC does not believe that the long-term cost of new supply, used by BC Hydro to estimate 

its “opportunity cost” of providing replacement energy (see BC Hydro response to Commission 

IR 1.7.1.1), is a realistic proxy.  FortisBC believes it is more appropriate to use the forecast cost 

of non-firm energy, since non-firm energy more closely resembles the energy BC Hydro might 

require to replace any energy exported by FortisBC customers.  That is because non-firm energy 

is supplied without a capacity component.  (BC Hydro has confirmed that City of Nelson exports 

do not change the magnitude of the capacity reservation held by BC Hydro on its system (see BC 

Hydro response to FortisBC IR 2.6.1).) 

In its 2008 Long Term Acquisition Plan (the “2008 LTAP”), BC Hydro has determined a “2008 

Electricity Price Forecast” which it has used “to determine compensation for non-firm energy 

produced by successful bidders in the Clean Power Call” (see page 4-21 of the 2008 LTAP).  A 

copy of Chapter 4 (Market Assessment) of the BC Hydro LTAP is attached as Attachment 1.  

Figure 4-6 on page 4-21 of the 2008 LTAP indicates that BC Hydro’s own mid-range average 

hourly price forecast for the next several years is about $45/MWh.   

(b) Price of power sold to FortisBC under the PPA 

Attached as Attachment 2 is a document showing that FortisBC’s forecast of the combined cost 

of its energy and capacity purchases from BC Hydro under the PPA would be approximately 

$39.6/MWh (before taking into account any rate increase for 2008 or 2009). 

 (c) FortisBC’s calculation (before adjustment) 

Before making the necessary adjustments described below, FortisBC calculates the difference 

between the cost to BC Hydro of replacement energy purchases and the price of power sold to 

FortisBC to be as follows: 

$45/MWh − $39.6/MWh = $5.4/MWh 

Then, applying BC Hydro’s own estimate of combined annual energy supply sales to the City of 

Nelson and Zellstoff Celgar Limited Partnership (being 378,000 MWh) yields the following 

estimated annual cost to BC Hydro (before adjustment): 

$5.4/MWh × 378,000 MWh = $2,041,200 

(d) Application of further adjustments 

(i) market trading efficiency factor 

FortisBC believes that by making prudent buying decisions, BC Hydro could replace any 

requisite incremental energy at pries equivalent to, if not better than, the embedded cost 

price at which it would be selling energy to FortisBC under the PPA.   
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First, it should be noted that the $45/MWh figure is an average amount.  Actual prices 

will, obviously, vary from the average.  Moreover, BC Hydro is generally regarded as 

one of the most skilled and accomplished energy traders in North America.  Accordingly, 

FortisBC believes that BC Hydro can reasonably be expected to achieve at least a 10% 

efficiency advantage over the average price. 

(ii) anticipated rate increase 

FortisBC believes it is reasonable to anticipate about a 7% cumulative rate increase for 

power deliveries under the PPA in 2008 and 2009. 

(e) Adjusted FortisBC calculation 

FortisBC believes the following calculation more accurately estimates the “cost” to BC Hydro of 

replacing energy exported by FortisBC customers: 

($45/WMh × 0.90) – ($39.6/MWh × 1.07) = ($1.9/MWh) 

Again applying BC Hydro’s estimated sales to the City of Nelson and Zellstoff Celgar Limited 

Partnership (being 378,000 MWh) yields the following estimated annual profit to BC Hydro: 

$1.9/MWh × 378,000 MWh = ($718,000) 

Provision of operating information 

FortisBC is prepared to work with BC Hydro to ensure that BC Hydro is not inadvertently 

reserving more capacity on the BC Hydro system than is necessary to meet its obligations under 

the PPA. 

City of Nelson Power Supply Agreement 

Attached as Attachment 3 is a copy of the Agreement for the Supply of Electricity Wholesale 

Service between FortisBC and the City of Nelson dated as of the 1
st
 day of November, 2004.  
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1.0 1 

2 

3 

Reference: Energy Price  

Exhibit No. C4-7, pp. 2-3 

Average Amount 

Q1.1 FortisBC states “First, it should be noted that the $45/MWh figure is an 4 

average amount”. Please explain what is meant by an average amount of 

$45/MWh. 

5 

6 

7 

8 

10 

11 

13 

14 

15 

16 

18 

19 

20 

21 

A1.1 As stated in BC Hydro’s LTAP, page 4-18, line 14, “Monthly and yearly average 

prices are obtained by aggregating the computed hourly prices.” 

Q1.2 Confirm that FortisBC’s average rate to Nelson is $53.7/MWh. 9 

A1.2 Based on the City of Nelson 12 month 2007 billing data, FortisBC calculates 

the average rate based on 2009 rates to be $49.8/MWh. 

Q1.3 Nelson, in Exhibit C8-7, p. 7, states the if Nelson was supplied by BC 12 

Hydro on RS 1823 Nelson’s cost would be $44.6/MWh. Please confirm that 

Nelson’s cost would be $44.6/MWh. 

A1.3 Confirmed.  This calculation has been performed based on FortisBC’s 

interpretation of the BC Hydro tariff.  

Q1.4 Can Nelson become a customer of BC Hydro? Please explain. 17 

A1.4 Yes.  Please see BCUC Order G-27-99, in particular Appendix A (Exhibit A-12), 

with respect to An Application by West Kootenay Power Ltd. for Approval of 

Access Principles.  The City of Nelson is considered to be an Eligible Customer 

and, as such, can obtain all or part of its supply from non-Utility (FortisBC) 
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resources subject to the terms of the Access Principles Settlement Agreement.  1 

3 

4 

5 

6 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q1.5 If BC Hydro buys energy at $45/MWh and sells energy to FortisBC at 2 

$39.6/MWh then BC Hydro would net about  -$5.4/MWh or -$2 million. 

Please confirm. 

A1.5 Confirmed if the incremental volume includes both Celgar at 350 GWh and 

Nelson at 28 GWh. 

Q1.6 If FortisBC sells energy to Nelson at $53.7/MWh and buys energy from BC 7 

Hydro at $39.6/MWh then FortisBC would net about  +$14.1/MWh or +$5.4 

million.  

Q1.6.1 Please confirm that FortisBC would net about +$14.1/MWh. 

A1.6.1 Not confirmed.  FortisBC is not expecting any additional capacity 

payments from Nelson, only energy charges at $35.07 per MWh.  In 

addition, FortisBC is not expecting to make any additional capacity 

purchases from BC Hydro on a planning basis (on an operational basis 

additional capacity purchases from BC Hydro may occur).  FortisBC 

expects that its margin will be approximately $7 per MWh (based on a 

BC Hydro rate of $28.25 per MWh) on a volume of 25 GWh or about 

$175,000.  If operational issues arise such that FortisBC pays BC 

Hydro incremental capacity charges, it is possible for the FortisBC net 

margin to be negative.   

   Please also refer to the response to BC Hydro IR3 Q2.10. 

Q1.6.2 As FortisBC controls the timing of the sale, please explain when 
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Nelson might be expected to sell energy above or below a spot 

price of $53.7/MWh. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

18 

19 

20 

21 

22 

23 

A1.6.2 FortisBC does not control the timing of the sale.  The City of Nelson 

can elect to sell or not to sell as it wishes.  If the City of Nelson elects 

to sell, FortisBC will examine the sale to see if FortisBC is harmed by 

the sale and choose to either allow it or not pursuant to the terms of 

the PCA.  Therefore, sales will occur if the City of Nelson elects to sell 

and FortisBC is not harmed by the sale.   

Q1.6.3 If these transactions which occur in real time are considered 

simultaneous, how would BC Hydro be expected to purchase 

energy at a price lower than that being sold by Nelson in the spot 

market? Please explain. 

A1.6.3 FortisBC does not understand the question.  Assuming the 

transactions referred to are a City of Nelson export and a BC Hydro 

import, is not correct to assume the transactions are simultaneous.   

Please also refer to the response to BCOAPO IR3 Q3.1. 

Q1.7 FortisBC states “FortisBC believes that by making prudent buying 17 

decisions, BC Hydro could replace any requisite incremental energy at 

pri[c]es equivalent to, if not better than, the embedded cost price at which 

it would be selling energy to FortisBC under the PPA”. 

Q1.7.1 As FortisBC also purchases energy from other sources, please 

explain why FortisBC needs BC Hydro’s energy to facilitate the 

UMBRELLA AGREEMENT. 
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A1.7.1  FortisBC does not currently possess the market trading resources that 

are available to BC Hydro through Powerex nor the system flexibility to 

absorb the required amounts of non-firm power.  In addition, FortisBC 

and BC Hydro have agreed through the Canal Plant Agreement to 

place restrictions on the timing of FortisBC’s market transactions that 

further limit its ability.  Finally, the terms of the PPA itself would make it 

difficult for FortisBC to properly manage the level of market activity that 

would be required as the volume of buying activity would also require a 

certain level of sales activity to properly manage the portfolio. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q1.7.2 As FortisBC also purchases energy from other sources, could 

FortisBC use the energy purchased from others to facilitate the 

UMBRELLA AGREEMENT. Please explain. 

A1.7.2 Please refer to the response to BCUC IR3 Q1.7.1 above. 

Q1.7.3 Please explain if there are any risks associated with the real time 

transactions that can occur to the BC Hydro Ratepayers if BC 

Hydro cannot secure energy pricing at $45/MWh. 

A1.7.3 FortisBC does not believe BC Hydro has any capacity risk in the real 

time transactions whatsoever.  The price of electricity has two 

components, an energy component and a capacity component.  While 

power is normally traded at an energy price only, depending on the 

time of day there is an implied capacity value.  This is why energy sold 

on the power markets in the daytime is generally sold at a higher price 

than energy sold at nighttime.  However, even the energy sold at 

nighttime may have a capacity component built into the price—it is just 

harder to determine what it is. FortisBC believes that since BC Hydro 
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does not require replacement capacity, any replacement energy can 

be obtained with an effective capacity premium of zero.   

1 

2 

3 

4 

5 
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7 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

 However, FortisBC acknowledges that any forecast of prices is subject 

to uncertainty in the actual prices that will be realized.  Therefore, 

despite the fact that BC Hydro will have a large amount of flexibility in 

the timing of the transactions to replace any incremental energy, it is 

possible that more than $45/MWh will be paid.   If BC Hydro must pay 

more than $45/MWh, then FortisBC assumes there would be a risk of 

the increased costs flowing through to the BC Hydro ratepayer. 

Q1.7.4 Please estimate the magnitude of the risk in dollars that could 

occur to the BC Hydro Ratepayers if BC Hydro cannot secure 

energy pricing at $45/MWh. 

A1.7.4 The magnitude of the risk is directly related to the price BC Hydro must 

pay.  BC Hydro has estimated that the volume risk is up to 378 GWh.  

If this is accepted as the upper limit of the volume risk, the financial 

risk is $378,000 for each additional $1/MWh that BC Hydro must pay.  

However, as stated above in response to BCUC IR3 Q1.7.3, BC Hydro 

has great flexibility in the timing of acquiring any replacement energy 

due to the fact that replacement capacity is not required.  FortisBC 

expects that this flexibility will allow BC Hydro to largely, if not 

completely, mitigate any energy price risk.  

Q1.7.5 Please explain if either FortisBC or Nelson could incur similar 

risks using BC Hydro PPA energy.  

A1.7.5 No, since the BC Hydro PPA energy is at a fixed rate. 
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Q1.7.6 Considering the risk, and the return, why should BC Hydro 

ratepayers assume this risk? Please explain. 

1 

2 

3 

4 

5 

6 

7 
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9 

10 

11 

12 

13 

14 

16 

17 

18 

19 

20 

21 

22 

23 

24 

A1.7.6 BC Hydro is obligated under the 3808 PPA to supply up to 200 MW 

and associated energy for a 20 year term until 2013.  The energy 

being supplied to FortisBC under the PPA is priced in accordance with 

the 3808 rates.  BC Hydro assumed the risk of cost of supply of energy 

when agreeing to a 20 year term.  The BCUC approved this agreement 

as being in the public interest.  Note that BC Hydro faces and has 

accepted this price risk in supplying any incremental energy for the 

3808 contract from the outset.  

Q1.7.7 Please explain what risks FortisBC or Nelson could incur if 

FortisBC supplied energy purchased from others.  

A1.7.7 FortisBC will not allow Nelson sales that materially negatively impact 

FortisBC, therefore, the risk is to Nelson and it is a volume risk. 

Q1.8 FortisBC states “FortisBC does not believe that the long-term cost of new 15 

supply, used by BC Hydro to estimate its “opportunity cost” of providing 

replacement energy (see BC Hydro response to Commission IR 1.7.1.1), is 

a realistic proxy. FortisBC believes it is more appropriate to use the 

forecast cost of non-firm energy, since non-firm energy more closely 

resembles the energy BC Hydro might require to replace any energy 

exported by FortisBC customers”. 

Q1.8.1 Please provide that same calculations using the cost of non-firm 

energy as found in Order G-43-08, the 2008 Standing Offer 

Program. The table below is from G-43-08. 
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 1 

 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

2.0 16 

17 

18 

19 

A1.8.1 Please see the calculation below: 

 $72.27/MWh - $39.6/MWh = $32.67/MWh  

and then  

 $32.67/MWh * 378,000 MWh = $12,349,260. 

 Note that the 2008 Standing Offer Program rates are well above the 

$45/MWh market based price found in the BC Hydro 2008 LTAP.   

Given that the Nelson sales are market based, it is not unreasonable 

that BC Hydro replace the Nelson energy from the market.   

 In addition, BC Hydro is assigning a capacity value to the 2008 

Standing Offer Program power due to the varying time of day 

payments, (Standing offer program Rules, section 4.1).  FortisBC 

maintains that capacity is not required to replace the Nelson energy.  

Please refer to the response to BCOAPO IR3 Q3.1. 

Reference: Umbrella Agreement for Short-Term Firm or Non-Firm Point to 

Point Transmission Service Agreement dated April 18, 2008 

Exhibit No. C4-3  

“2.5 Nelson's Power Purchases from FortisBC. 
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Nelson will purchase from FortisBC, pursuant to Rate Schedule 41 of 

FortisBC's Electric Tariff B.C.U.C. No. 1 (as amended or replaced from 

time to time), any power Nelson requires to replace such Nelson Power as 

Nelson may have made available or agreed to make available to the 

Energy Marketer for sale pursuant to the Energy Marketing Agreement 

and that Nelson would otherwise have used to serve Nelson's load”. 

1 

2 

3 

4 

5 

6 

8 

9 

10 

 

Q2.1 Can FortisBC replace such Nelson Power, as Nelson may have made 7 

available or agreed to make available to the Energy Marketer for sale, with 

purchased energy other than from BC Hydro RS 3808? 

A2.1 Please refer to the response to BCUC IR3 Q1.7.1. 
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“2.9  Nelson Indemnity. 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

19 

20 

21 

22 

23 

24 

If, despite an election by FortisBC pursuant to Section 2.8(a) to require 

Nelson to use Available Nelson Power to serve Nelson load, Nelson 

instead uses such Available Nelson Power for a purpose other than to 

serve Nelson load (including by making such Available Nelson Power 

available to the Energy Marketer for sale pursuant to the Energy 

Marketing Agreement), then in such case (a "Nelson Decision") Nelson 

will indemnify and save harmless FortisBC from and against any and all 

losses, damages, expenses (including fees and disbursements of 

counsel), liabilities, costs, claims, suits, actions, demands, judgments, 

settlements and penalties of every kind, at any time suffer& or incurred 

by FortisBC, to the extent arising directly or indirectly from such Nelson 

Decision. 

Other than as set out in the foregoing paragraph, Nelson will not be 

responsible or liable in any way to FortisBC for any consequence of 

Nelson dealing with Available Nelson Power as contemplated in this 

Agreement”. 

Q2.2 As FortisBC is a customer of BC Hydro, please explain why an agreement 18 

involving BC Hydro was not also considered by FortisBC. 

A2.2 There was no need for an agreement with BC Hydro other than the ones that 

were already in place.  Incremental power needs are identified by FortisBC and 

communicated to BC Hydro in accordance with the terms of the existing 

contracts and tariffs.  BC Hydro has stated that it has no significant concerns 

with these notices.  Please refer to BC Hydro’s response to FortisBC IR1 
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Q1.5.2 (Exhibit B-7). 1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

3.0 14 

15 

16 

17 

18 

19 

20 

22 

Q2.3 Please comment on the various following sections of the PCA that imply 2 

FortisBC’s involvement in this export of energy. 

Q2.3.1 Under Section 2.8 of the PCA, FortisBC controls the export of 

power available to serve the Nelson load. 

A2.3.1 FortisBC has no ability to require Nelson to export power.  Please refer 

to the response to BCUC IR3 Q1.6.2. 

Q2.3.2 Under Section 2.10 of the PCA, FortisBC controls access to the 

requisite ancillary services to effect such sales through the 

Kootenay Interconnection. 

A2.3.2 FortisBC is required to provide transmission service to Nelson.  

Provision of transmission service in no way implies that FortisBC is 

exporting the power. 

Reference: Umbrella Agreement  

Exhibit No. A-7, FortisBC August 14 Response, p. 5 

Other Sources of Power 

“FortisBC also maintains access to sources of power in addition to the 

BC Hydro PPA and may rely on multiple supply sources in order to serve 

the City of Nelson’s incremental load requirements”. 

 

Q3.1 Instead of using BC Hydro RS 3808, is FortisBC willing to proceed with 21 

this Umbrella Agreement using access to other sources of purchased 
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power?  If not, why not? 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

4.0 12 

13 

15 

16 

17 

18 

19 

20 

21 

23 

A3.1 In supplying customer load, FortisBC is obligated to utilize the most economic 

and reliable resources available to it.  This includes the 3808 PPA and, most of 

the time, it is the preferred method of meeting FortisBC’s incremental customer 

load.  Should this resource not be available, FortisBC would continue to fulfill its 

obligation to supply its customers using the next best available resource and 

with respect to the City of Nelson exports, FortisBC would do so as per the 

terms of the Power Coordination Agreement.  However, FortisBC’s position on 

the required availability of 3808 power is clear. 

Please refer to the responses to BCUC IR3 Q1.7.1, BC Hydro IR3 Q1.2 and 

CEC IR3 Q2.3 and Q3.13. 

Reference: Nelson Supply Agreement 

Exhibit No. C4-7, ATTACHMENT 3 

Q4.1 Please provide an explanation of how nelson can export power under this 14 

supply agreement. 

A4.1 The supply agreement requires electricity supplied by FortisBC to the City of 

Nelson to be used to meet City of Nelson load.  Other than the demand limits, it 

makes no restriction on the volume of such supply.  There is no requirement of 

the City of Nelson to use its owned generation to meet City of Nelson load nor 

is the City of Nelson’s use of its owed generation even referenced.  Please also 

refer to the response to BC Hydro IR3 Q8.3. 

Q4.2 As FortisBC is a customer of BC Hydro, did FortisBC advise BC Hydro of 22 

Nelson Hydro’s intention to export power? 
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A4.2 No.  There was no requirement to do this other than through the normal course 

of business which is how BC Hydro became aware of the City of Nelson’s 

exports.  This activity was happening within existing tariffs and contracts so no 

special arrangements were required. The agreements associated with the City 

of Nelson exports were filed with the BCUC.   
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FortisBC provides an estimate of PPA usage to BC Hydro as part of the normal 

course of business.  The current estimate of PPA usage provided to BC Hydro 

incorporates additional amounts estimated to be required as a result of Nelson 

exports.  Please also refer to the response to BC Hydro IR3 Q1.5. 

Reference: Arbitrage  

Exhibit No. C4-7, p.1 

Heritage Energy 

Q5.1 Considering that FortisBC controls the timing of the exported energy and 13 

FortisBC wishes to determine how that energy is to be made up, is 

FortisBC effectively exporting this energy? 

A5.1 No, FortisBC is not effectively exporting this energy.  Nelson’s export of its self 

generated electricity does not equate to FortisBC exporting. 

Q5.2 Does FortisBC consider that heritage energy should form a part of this 18 

energy make up? Please explain. 

A5.2 Yes, under the current contractual arrangements and tariffs.  

 FortisBC utilizes the 3808 PPA to serve FortisBC loads, including those of 

FortisBC’s indirect customers serviced by the wholesale utilities.  The pricing of 
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the 3808 PPA embeds the cost of production of BC Hydro’s heritage assets 

and the incremental cost of new supply (through rate increases).  Therefore, 

heritage energy forms part of the 3808 supply which is used to supply the City 

of Nelson load.  FortisBC, as a BC Hydro ratepayer, is entitled to the benefit of 

heritage power as are all British Columbians.  That benefit is passed through 

FortisBC to the City of Nelson customers.  
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 The level of self generation that the City of Nelson chooses to or is forced to 

operate determines the load that FortisBC is obligated to serve.  Regardless of 

what happens with the City of Nelson generation, FortisBC is obligated to serve 

the resulting load under Rate Schedule 41.   
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Reference: Exhibit C4-3, Power Coordination Agreement (PCA) between 

FortisBC and the City of Nelson dated as of May 14, 2008 

Q1.1 Please confirm that FortisBC was approached prior to 2007 by a customer 3 

or customers with self-generation in connection with requests for 

replacement power to serve the customers’ needs so that the customer or 

customers could export their self-generated power.  Please explain why 

prior to May 2008 FortisBC did not agree to any such requests. 

A1.1 Prior to 2007, West Kootenay Power was approached by Riverside Forest 

Products (“Riverside”) with a request to sell incremental generation (which had 

yet to be built) to third parties.  Subsequent to these discussions, Riverside 

made an application to the BCUC to sell incremental generation which was 

accepted on October 25, 2001 by Order G-113-01.  Riverside built the new 

generation and was free to export that power and was not required to use it for 

self generation.  Note that Riverside Forest Products is now known as Tolko 

Industries, and is a City of Kelowna customer.  

FortisBC is not aware of any other self generation customer who requested 

such service prior to 2007. 

Q1.2 Please explain why in 2008 FortisBC decided to agree to sell increased 18 

power to customers with self-generating facilities while those customers 

are exporting their self-generation not in excess of their loads.   

A1.2 In 2008 FortisBC was approached by two of its self-generating customers with 

requests to increase their power purchases thus enabling them to export some 

or all of their internally generated electricity.  Both entities were able to increase 
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their load and resulting power purchases under their existing tariffs without 

modification.  As acknowledged by BC Hydro in its response to BCUC IR1 

Q1.3.1 (Exhibit B-5), there were no restrictions on this type of transaction within 

existing tariffs, agreements, policies or programs.  FortisBC was obligated to 

serve the resulting customer load and negotiated with each entity to ensure that 

FortisBC’s remaining customers were not harmed by these transactions. 
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Q1.3 Does FortisBC consider that the principles of BCUC Orders No. G-38-01 7 

and G-17-02 should not apply in FortisBC’s service area?  If not, what is 

different about FortisBC, its customers and/or its service area that 

renders the principles irrelevant?  Does FortisBC agree that it could have 

sought an order from the BCUC under section 28(3) of the Utilities 

Commission Act relieving FortisBC from the obligation to provide 

replacement power to the City of Nelson and/or Zellstoff Celgar?  

A1.3 FortisBC believes that its customer relationships, history, policies, programs 

and rate structures are fundamentally different than those of BC Hydro which 

led to the development of the referenced BCUC Orders. For example, FortisBC 

has not provided any subsidies or programs to any self generators that would 

give the utility the right to negotiate some form of commitment to self generate.   

Referring to FortisBC’s response to BC Hydro IR3 Q1.2 above, prior to  

proceeding with these arrangements, FortisBC conducted the necessary 

contractual and regulatory due diligence related to the proposed transactions.  

There was no compelling reason for FortisBC to deny the requests of these 

customers since it appears, and it has been confirmed by BC Hydro, that these 

customers were within their rights to request this additional service. 

Q1.4 Did FortisBC ask BC Hydro whether it would have any concerns about the 25 

proposed arrangements to allow customers with self-generation to export 
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power while relying on increased energy purchases under the PPA to 

provide replacement energy to serve load? 
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A1.4 FortisBC did not ask BC Hydro prior to the City of Nelson proceeding with 

export transactions, nor did it have an obligation to do so.   

Q1.5 Did FortisBC consider whether the increased power flows resulting from 5 

the new arrangements with the City of Nelson and Zellstoff Celgar would 

be planning and/or operating information that BC Hydro would 

reasonably require (under section 5.1 of the RS3808 Power Purchase 

Agreement (PPA)) for the timely and efficient performance of its 

obligations under the PPA?  If not, why not? 

A1.5 Yes.  However, it must be noted that only the City of Nelson transaction has 

been allowed to proceed and involves a relatively small amount of power which 

puts it in the realm of normal variations in load for which the notice provisions of 

the 3808 PPA are set up.  FortisBC has complied with these notice provisions 

(such as capacity nominations and prescheduling of energy), the purpose of 

which is to provide BC Hydro with adequate notice of FortisBC’s requirements.   

In response to FortisBC IR1 Q1.5.2 (Exhibit B-7), BC Hydro states in part:  

“….BC Hydro has no significant concerns with respect to FortisBC’s provision 

of Reservations and Nominations (specified under section 7 of the PPA), or 

Prescheduling and Energy Accounting obligations (specified under section 8 of 

the PPA).” 

The Celgar Agreement (involving the export of Celgar’s self generation) is 

fundamentally different and more complex than the City of Nelson Power 

Coordination Agreement, and also involves a larger amount of power.  
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Therefore, both Celgar and FortisBC agreed that this Agreement would be filed 

with the BCUC for approval prior to transacting.  The application for approval of 

the Agreement between Celgar and FortisBC was submitted, however, that 

application was withdrawn by FortisBC on September 29, 2008 pending 

resolution of this BC Hydro application to amend the PPA.   If and when the 

Celgar Agreement Application is refiled, then the subsequent regulatory 

proceeding will provide BC Hydro and others an opportunity to intervene.  This 

process would have and has provided BC Hydro with ample notice of this 

potential transaction.   
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References: Exhibit C8-7 at page 15 “At that time there was no FortisBC 

opposition to our initiative, only the caveat that FortisBC’s customers 

should be, as a minimum, held harmless as a result of our activities.” 

Exhibit C4-3, PCA section 2.8(a) 

Q2.1 Please confirm that FortisBC believes that it and its customers should be, 14 

as a minimum, held harmless as a result of the City of Nelson’s export 

activities.  

A2.1 In principle, yes.  This was FortisBC’s negotiating position when initially 

approached by the City of Nelson with its self generation export proposal.  

However, since the City of Nelson was operating within all existing tariffs and 

contracts, there was no absolute requirement for this. 

Q2.2 Please explain how the PCA ensures that the City of Nelson’s exports do 21 

not occur in a manner that would harm FortisBC or its customers. 

A2.2 Under the PCA, FortisBC may, “Require Nelson to use the Available Nelson 

Power specified in such Availability Notice to serve Nelson load, to the extent 

BCMEU Appendix A18.1

Page 83



Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  BC Hydro  
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 5 

that FortisBC would incur a loss to replace such Available Nelson Power…” 

(Clause 2.8 (a) PCA).   Essentially, if FortisBC believes that the export the City 

of Nelson proposes to make in the Availability Notice required by the PCA is 

going to occur at such a time as to cause FortisBC loss, then FortisBC will 

require Nelson to use the proposed export to meet Nelson load instead.  

However, this does not completely ensure that no harm will occur as FortisBC 

operating personnel could inadvertently allow an export that causes FortisBC 

loss due to either error or variances between actual and forecast conditions.  

However, as FortisBC expects to earn a small positive margin on the increased 

Nelson load, this, combined with the above, ensures no harm.  Please also 

refer to the response to BC Hydro IR3 Q2.10 below.   
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Q2.3 Does FortisBC agree that it is a customer of BC Hydro pursuant to the 12 

PPA, and that the City of Nelson and Zellstoff Celgar are indirect 

beneficiaries of low cost PPA power?  

A2.3 Yes. 

Q2.4 Does FortisBC agree that BC Hydro’s direct customers, and FortisBC 16 

customer who are indirect beneficiaries of low cost PPA power, should 

also be held harmless as a result of the export activities of FortisBC’s 

customers with self generation?  If not, why not? 

A2.4 It is important to note that BC Hydro’s incremental cost of acquiring power to 

meet load growth is reflected in its annual revenue requirements.  FortisBC 

pays for its share of that incremental revenue requirement through BC Hydro 

rate increases which are applied to the 3808 rate class similar to any other BC 

Hydro rate class.  In this sense, BC Hydro’s customers are being kept whole.  
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BC Hydro executed the 3808 PPA for a period of 20 years and have 

acknowledged that there is no existing restriction within the 3808 PPA that 

would prevent FortisBC from purchasing 3808 power and reselling it to its 

customers, whether those customers be self generators or not.  In making this 

20 year contractual commitment, BC Hydro, as a sophisticated party to this 

agreement, would have assessed the sensitivities of cost and amount and 

timing of power deliveries for this entire period.  In fact, given the difficulty with 

predicting load growth and power prices adequately, BC Hydro would have had 

to consider, and accept that it may be required to deliver up to the full amount 

of capacity and energy under the term of this contract and may have to procure 

power at costs that were much different  than anticipated.   This contractual 

obligation is one that BC Hydro undertook.  In doing so, it must also accept the 

contractual risk of providing the amount of power that FortisBC calls for, within 

the physical limits of the contract, at the agreed upon price.  There is no 

provision in the 3808 PPA to enable any form of direct flow through of specific 

incremental costs that BC Hydro may incur.  Instead, FortisBC assumes BC 

Hydro pools those costs, as it does for all its other customers with increasing 

load consumption, and recovers those costs through general rate increases. 
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Q2.5 Is FortisBC concerned about increases in the rates it pays for the energy 19 

it purchases from BC Hydro under the PPA?  

A2.5 FortisBC’s customers appreciate the relatively low cost of the power that 

FortisBC receives under this contract and its predecessors.  FortisBC 

customers also appreciate that they have been recognized as having the same 

rights as all British Columbian ratepayers with respect to being entitled to some 

of  the benefits of low cost electricity produced by heritage assets (many of 

which are situated in FortisBC service territory).   
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FortisBC is very concerned with the large rate increases that BC Hydro has 

recently filed for in its 2009/2010 RRA.  BC Hydro’s rate increases are applied 

directly to the 3808 power purchases which account for 20 percent of 

FortisBC’s entire revenue requirements. 
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Q2.6 Does FortisBC agree that if BC Hydro incurs incremental costs because 5 

of the export activities of FortisBC’s customers with self generation, then 

those costs should be recovered from BC Hydro’s customers?  If not, 

why not? 

A2.6 Please see the response to BC Hydro IR3 Q2.4 above.  

Q2.7 Does FortisBC agree that if BC Hydro incurs incremental costs because 10 

of the export activities of FortisBC’s customers with self generation, then 

BC Hydro would need to either increase its rates, including the RS 3808 

rates, or maintain its rates higher than they would otherwise be?  If not, 

why not? 

A2.7 Please see the response to BC Hydro IR3 Q2.4 above. 

Q2.8 Does FortisBC agree that if BC Hydro incurs incremental costs because 16 

of the export activities of FortisBC’s customers with self generation, then 

those export activities would harm the customers of both BC Hydro and 

FortisBC?  If not, why not?  

A2.8 Please see the response to BC Hydro IR3 Q2.4 above, and Q2.10 below. 

Q2.9 Does FortisBC consider that any customer of BC Hydro or FortisBC that 21 

has its own generation should be able to do what the City of Nelson is 
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currently permitted to do under the PCA? 1 
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A2.9 FortisBC is not in a position to determine how BC Hydro’s customers with self 

generation should be handled since their situation is fundamentally different 

than that in the FortisBC service territory.  Please see the response to BC 

Hydro IR3 Q1.3 above. 

Q2.10 Does FortisBC agree that it would profit from the arbitrage activities of 6 

the City of Nelson and Zellstoff Celgar as described in BC Hydro’s 

response to BCUC IR 1.5.3 (Exhibit B-5)?  If not, why not?  Would 

FortisBC also profit from the charges for transmission wheeling and 

ancillary services?  Do FortisBC’s current rates reflect the incremental 

revenues it is receiving from the City of Nelson? 

A2.10 The City of Nelson export activities should occur in such a manner that results 

in a small positive margin for FortisBC ratepayers.  This is how FortisBC is able 

to achieve a ‘no harm’ situation.  However, the amount of the margin will be 

affected based on rate increases and differentials between BC Hydro and 

FortisBC and by 3808 surcharges.   Please also refer to the response to BC 

Hydro IR3 Q2.2 above. 

The City of Nelson’s expected export activities have been forecast in FortisBC’s 

2008 and 2009 Revenue Requirements.  The forecast of costs and revenues 

and margin were provided in the response to BCUC IR1 Q43.1 in the FortisBC 

2009 Revenue Requirements proceeding.  An excerpt of that response is 

provided here (without the supporting tables).  Please note that the $0.124 

million is before the required adjustments for the negotiated settlement.   

Please also refer to the response to BCUC IR3 Q1.6.1.  
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Q43.1 Please explain how the Nelson Hydro export program will impact 

FortisBC net revenues in 2009. 
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A43.1 Forecast net annual gains are expected from the additional sales to 

Nelson Hydro in the amount of $0.090 million for 2008 and $0.124 

million for 2009.  If Nelson Hydro ceases to export the forecasted 

portion of their generation, these net gains will not occur.  The 

Company will be applying to recover this amount as a flow through 

charge to 2010 depending on the results of the current BCUC 

proceedings on this matter. 

The financial outcome of the proposed Celgar exports is much more difficult to 

predict due to the nature of the supply being flatter and year round and likely 

requiring market purchases.  Any forecast of margin over a long term contract 

would be highly dependent on assumptions that are variable.  The intent of the 

Celgar agreement is to keep FortisBC customers whole over the term of the 

contract.   

 Regarding BC Hydro’s question regarding ‘profit’ from transmission tariff 

revenue, as BC Hydro is well aware, transmission tariff revenue is not ‘profit’ 

and is designed to recover the cost of providing transmission wheeling and 

ancillary services.  

Q2.11 If FortisBC would profit from the arbitrage activities of the City of Nelson 20 

and/or Zelstroff Celgar, how would this profit be distributed between: 1) 

FortisBC Ratepayers, and 2) FortisBC Shareholders? 

A2.11 As stated in the response to BC Hydro IR3 Q2.10 above, the margins are 

forecast into 2009 rates and are fully to the benefit of FortisBC customers.  
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Other than BC Hydro rate changes, which are accorded flow-through treatment 

in rates, any variances, positive or negative, from the forecasts will be subject 

to sharing (an an after-tax basis) between FortisBC’s customers and 

Shareholder under the terms of the Performance Based Regulation mechanism 

in place. 
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It is anticipated that the treatment of Celgar revenues and costs would be dealt 

with in a regulatory proceeding subject to filing of that agreement for approval 

with the BCUC. 

Q2.12  If FortisBC where to acquire additional rate-base assets to serve 9 

additional customer loads, please provide a forecast of the regulated rate 

of return on equity that FortisBC shareholders would realize. 

A2.12 FortisBC considers this question to be irrelevant to this proceeding.  Current 

regulated rates of return are available in the public domain.  Currently the ROE 

is formulaic and dependent on long term interest rate forecasts.   

Q2.13 If arbitrage exports were to fully utilize the PPA energy available under 15 

the 200 MW PPA capacity limit, would FortisBC then serve its incremental 

load growth via investments in rate-base assets? 

A2.13 FortisBC currently provides well over 20 percent of its peak demand through 

market based purchases of power and is working towards defining solutions 

that would enable it to be less exposed to the market and more self sufficient. 

There exists a current need to firm up FortisBC supply stack now.  Incremental 

supply options include long term PPA’s (including the renewal of the 3808 

PPA), potential ownership of generation assets and market based instruments.  

How FortisBC ultimately meets its current load/resource gap and  incremental 
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load growth will be determined in the regulatory process that will occur upon 

filing of FortisBC’s Resource Plan. 
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3.0 3 Reference: Exhibit C4-7 at page 1, Background.  FortisBC states that 

“British Columbia Hydro and Power Authority (“BC Hydro”) alleges that 

the export activities of certain FortisBC customers who have self-

generation capabilities will oblige
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 BC Hydro to provide incremental 

energy to FortisBC pursuant to the PPA, at embedded cost rates, to 

replace the exported energy.” [emphasis added]   
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Q3.1 Is FortisBC implying that it believes that BC Hydro would not have to 9 

provide incremental energy to FortisBC under the PPA at embedded cost 

rates to replace the energy that is exported by the City of Nelson not in 

excess of its load?  If so, please explain the basis for FortisBC’s 

understanding.  If not, what is the statement meant to imply? 

A3.1 No.  The statement is FortisBC’s characterization of BC Hydro’s assumptions 

as FortisBC understands them.  There is no hidden meaning.  

Q3.2 How many FortisBC customers have their own on site generating 16 

facilities (including the City of Nelson and Zellstoff Celgar)?  What is the 

total nameplate capacity of those generating facilities?  

A3.2 FortisBC is not aware of any FortisBC customers that have on site generating 

facilities (other than back-up generators) other than the City of Nelson, Zellstoff 

Celgar and the City of Kelowna.  Total approximate current nameplate capacity 

would be 50 MW for Celgar, 15 MW for Nelson and 0.09 MW (90 KW) for the 

City of Kelowna.  In addition, there are several small IPP’s within the FortisBC 

service area that sell power to FortisBC or directly to market with an aggregate 
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generation total of about 1 MW. 1 
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The only other possibility that FortisBC is aware of would be Tolko Industries, a 

City of Kelowna customer, as outlined in response to BC Hydro IR3 Q1.1 

above.  Total nameplate capacity is about 14 MW, however, only 6 MW is 

available (please see the response to BC Hydro IR3 Q3.3 below). 

Q3.3 Has FortisBC been approached by any other customers with self-6 

generation (other than the City of Nelson and Zellstoff Celgar) in 

connection with the possible export of all or a portion of their self-

generation?  What is the potential amount (in MWh/year) of increased 

load to FortisBC if all of its customers with self-generating facilities 

export all of their self-generated power?  If any other FortisBC customers 

with self-generation were to request additional service for the purpose of 

exporting their self-generation, does FortisBC believe it has the 

discretion to deny such service?  If so, why and under what 

circumstances? 

A3.3 Tolko Industries has the right to export 4 MW of the 6 MW generated amount 

and to take the balance of its load under City of Kelowna rates. Tolko Industries 

has not exercised its rights to the best of FortisBC’s knowledge.  FortisBC 

notes that Tolko is a City of Kelowna customer.  Assuming the 4 MW export is 

constant over an entire year, the total volume of exports is 35,040 MWh/year.  

FortisBC expects the City of Nelson exports to total 25,000 MWh/year and the 

Zellstoff Celgar exports to total 350,000 MWh/year.  City of Kelowna exports 

could likely be about 500 MWh a year but with only 0.09 MW, it is very unlikely 

any export schedules will occur.  

Please also see the response to BC Hydro IR3 Q1.1 above. 
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If a customer with self generation is operating within the established tariffs, 

contracts and laws then FortisBC does not believe it has the discretion to 

unilaterally restrict the customer’s export of self-generated power.  However, if 

there was potential material harm to FortisBC’s customers as a result of this 

action, FortisBC would attempt to negotiate a balanced solution with the 

customer as it has done with the City of Nelson and Celgar.  
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References: Exhibit B-5, the response to BCUC IR 1.7.1.1 

Exhibit B-9, the response to BCOAPO IR 2.3.2 

Exhibit C4-7 at page 2, (a) Cost to BC Hydro of replacement energy.  

FortisBC states that it does not believe that BC Hydro’s long-term cost of 

new supply is a realistic proxy for BC Hydro’s opportunity cost of 

providing replacement energy.   

Attached is Ministerial Order M271 issued on November 7, 2008 (DSM 

Regulation).  Section 4(3) of the DSM Regulation states that “in 

determining whether a demand-side measure of a bulk electricity 

purchaser is cost-effective, the commission must consider the benefit of 

the avoided supply cost to be the authority’s long-term marginal cost of 

acquiring new electricity to replace the electricity sold to the bulk 

electricity purchaser and not the bulk electricity purchaser’s cost of 

purchasing electricity from the authority”. 

Q4.1 Please confirm that under the DSM Regulation “the authority” refers to 21 

BC Hydro, and that FortisBC is a “bulk electricity purchaser”. 

A4.1 Confirmed.  
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Q4.2 Please confirm that under subsection 4(3) of the DSM Regulation, BC 1 

Hydro’s long-term marginal cost of acquiring new electricity, rather than 

the actual price FortisBC pays for energy purchases from BC Hydro, is to 

be used when the BCUC and FortisBC are evaluating FortisBC’s DSM 

programs as to their cost effectiveness.  If not confirmed, please explain 

why not.  
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A4.2 The cost effectiveness of FortisBC’s DSM programs will be evaluated using 

FortisBC’s long term marginal cost.  Purchases from BC Hydro are a 

component of FortisBC’s cost of acquiring new electricity.  The BC Hydro 

component will be valued at BC Hydro’s long-term marginal cost. 

Q4.3 Does FortisBC accept that BC Hydro’s long-term marginal cost of 11 

acquiring new electricity is prescribed by subsection 4(3) of the DSM 

Regulation to be the avoided supply cost because increased purchases 

by FortisBC under the PPA may require BC Hydro to acquire new 

resources at its long-term marginal cost of acquiring new electricity?  If 

not, why not? 

A4.3 No.  In FortisBC’s opinion, Section 4(3) of the DSM Regulation applies only to 

the evaluation of DSM programs and is intended to provide consistency when 

evaluating the DSM programs of different utilities.  FortisBC does not accept 

that the principle is generally applicable to the PPA because BC Hydro has an 

obligation under the PPA to supply FortisBC at embedded rates subject to the 

200 MW capacity limit. 

References: Exhibit C4-4 at page 2, FortisBC response to BCUC IR 3 

Exhibit C4-7 at page 2, (a) Cost to BC Hydro of replacement energy.  

BCMEU Appendix A18.1

Page 93



Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  BC Hydro  
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 15 

FortisBC states that it is more appropriate to use the forecast cost of non-

firm energy, since non-firm energy more closely resembles the energy BC 

Hydro might require to replace any exported by FortisBC customers.   

FortisBC also states BC Hydro has confirmed that City of Nelson exports 

do not change the magnitude of the capacity reservation held by BC 

Hydro on its system. 
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Q5.1 Please confirm that under sections 8.1 and 8.2 of the PPA, FortisBC is 7 

required to preschedule its energy requirements, and that under section 

8.3 of the PPA any requirements that exceed the amount prescheduled for 

any hour shall be considered “Excess Energy” for that hour, and shall be 

subject to an increased energy charge. 

A5.1 Confirmed. 

Q5.2 Please confirm that the majority of the replacement power ForitsBC 13 

would provide to the City of Nelson and/or Zellstoff Celgar would be from 

increased purchases under the PPA.  If not confirmed, please explain.   

A5.2 Confirmed. 

Q5.3 Please confirm that section 6.1 of the PPA states that, BC Hydro shall 17 

“subject to Section 2.1, deliver energy to [FortisBC] with associated 

capacity at all times and such capacity shall be used in the determination 

of billing demand.  [FortisBC] shall not take delivery of energy without 

associated capacity.”  Please confirm that all energy FortisBC purchases 

from BC Hydro under the PPA includes the associated capacity at all 

times. 
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A5.3 Confirmed. 1 

3 

4 

5 

6 

8 

9 

10 

11 

13 

14 

15 

17 

18 

19 

21 

Q5.4 Does FortisBC believe that the energy it purchases from BC Hydro under 2 

the PPA, including energy it purchases to provide replacement energy to 

customers exporting self-generated power, is or can be non-firm or 

“capacity free”?  If so, please explain. 

A5.4 No. 

Q5.5 If FortisBC believes the energy it purchases from BC Hydro to provide 7 

replacement energy to the City of Nelson is non-firm, then does FortisBC 

agree that BC Hydro should only be obligated to provide such energy as 

and when available and so long as there is no financial loss to BC Hydro? 

A5.5 Please refer to the response to BC Hydro IR3 Q5.4 above. 

Q5.6 Please confirm that there is no BC Hydro tariff or rate schedule under 12 

which FortisBC may purchase non-firm energy from BC Hydro.  If not 

confirmed, please explain.  

A5.6  Confirmed. 

Q5.7 Does FortisBC provide non-firm energy to the City of Nelson under the 16 

Agreement for the Supply of Electricity Wholesale Service dated 

November 1, 2004?   

A5.7 No. 

Q5.8 Please confirm that section 2.6 of the PCA provides that any and all 20 

power purchased pursuant to the PCA shall be used to serve the City of 
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Nelson’s load.  Does FortisBC provide non-firm energy to the City of 

Nelson under the PCA to serve the City of Nelson’s load? 
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A5.8 Confirmed.  FortisBC does not provide non-firm energy to the City on Nelson. 

Q5.9 Does FortisBC agree that if it increases its purchases from BC Hydro 4 

under the PPA to provide increased, replacement power to exporting 

customers with self generation, it would purchase more capacity and 

energy (and BC Hydro would have to accordingly provide more capacity 

and energy) than it would otherwise? 

A5.9 FortisBC does not agree.  FortisBC confirms that FortisBC will purchase more 

capacity and energy and that BC Hydro will have to provide more energy and 

billed capacity.  However, the amount of unbilled capacity that BC Hydro sets 

aside and reserves on the BC Hydro system (but does not bill for) under the 

terms of the PPA will be reduced by the amount of the increased billed 

capacity.  Therefore, the amount of capacity that BC Hydro must utilize (either 

to meet generation requirements or to meet potential generation requirements) 

does not change as confirmed by BC Hydro in its response to FortisBC IR2 

Q2.6.1 (Exhibit B-9).  Please also refer to FortisBC’s response to BCOAPO IR3 

Q3.1a.  

Q5.10 Please provide further explanation why the cost of non-firm energy is an 19 

appropriate proxy for the cost BC Hydro would incur to supply firm 

energy and capacity to FortisBC for the purpose of serving FortisBC’s 

and the City of Nelson’s service area load. 

A5.10 FortisBC maintains that because the City of Nelson exports do not require 

FortisBC to exceed the 200 MW limit under the PPA, which BC Hydro has 
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confirmed is continuously held available on the BC Hydro system, there is no 

incremental capacity associated with the replacement power.  Please see the 

response to CEC IR3 Q6.1.   
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 BC Hydro’s contention that there is a capacity impact from the Nelson exports 

leads FortisBC to assume that BC Hydro may either not currently be setting 

aside the required capacity to fulfill the PPA obligations or may actually be 

setting too much system capacity aside.  While FortisBC does not know which 

situation may be occurring, either could result in BC Hydro being concerned 

about capacity.  It may also be possible that BC Hydro has some method that 

FortisBC is not familiar with for using the same capacity twice, allowing  BC 

Hydro to both export the capacity and hold it in reserve to fulfill its PPA 

obligations.   

Until BC Hydro acknowledges FortisBC rights under the PPA to the full amount 

of nominated capacity at any time and without notice, FortisBC must contend 

that any replacement energy BC Hydro may acquire is non-firm or even 

interruptible.   

If, as noted in the response to CEC IR3 Q6.1, BC Hydro is reserving excess 

capacity as a result of its interpretation of the PPA operating requirements, 

then, as anticipated in the PPA, such issues of interpretation are to be resolved 

by the existing PPA Technical Committee.  FortisBC restates its desire to work 

with BC Hydro to understand this issue and to ensure that the correct amount 

of capacity is being held on the BC Hydro system as required by the PPA. 

Please also refer to the responses to BC Hydro IR3 Q5.9 above and BCOAPO 

IR3 Q3.1. 
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6.0 1 

2 

3 

5 

6 

7 

8 

10 

11 

12 

13 

14 

15 

17 

18 

19 

20 

21 

22 

23 

Reference: Exhibit C4-7 at page 2, (c) FortisBC’s calculation (before 

adjustment).  FortisBC references the mid-forecast of $45/MWh from BC 

Hydro’s 2008 LTAP Application.   

Q6.1 Please confirm that the $45/MWh value is the annual, average hourly price 4 

for energy only and does not include transmission costs. 

A6.1 The $45/MWh value is taken from the BC Hydro LTAP and represents the Mid-

C price.  FortisBC is not able to determine from the BC Hydro LTAP if the 

presented numbers were adjusted for transmission or not. 

Q6.2 The City of Nelson states in Exhibit C8-7 at page 7 that its load factor is 9 

“quite low”.  Please confirm that the City of Nelson’s load factor would be 

approximately 50 per cent assuming energy sales and purchase of 

replacement power from FortisBC.   

A6.2 Based on 2007 actual City of Nelson loads, the load factor was 38 percent.  

FortisBC confirms that with an additional 25 GWh of City of Nelson load, but no 

change in peak load, the load factor is about 50 percent. 

Q6.3 Does FortisBC contend that the annual, average hourly price is the 16 

appropriate cost to serve the City of Nelson’s load shape?  Does FortisBC 

contend that the annual, average hourly price at Mid-C is representative 

of the cost BC Hydro would actually incur to indirectly supply 

replacement power to serve the City of Nelson’s load?   

A6.3 FortisBC rates to serve customer loads are not based on that customers load 

shape but on average utility costs.  Therefore, it would be incorrect for FortisBC 

to base the City of Nelson rates on anything other than average utility costs.  
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Until the City of Nelson began exporting power, its existing generation met a 

substantial portion of the City of Nelson’s base load requirement.  The 

remaining load requirement was of poor load factor.  An average annual rate 

would not be a good representation of the cost to serve this load.  However, the 

incremental load that FortisBC expects to serve under the current situation with 

the City of Nelson exporting is the base load component that the City of Nelson 

was previously self-supplying.  Since the City of Nelson fully expects to 

continue to self-supply during periods of high demand, FortisBC is not 

expecting any increased peak requirements.  Therefore, the average annual 

price would actually be expected to be higher than the cost to serve the 

incremental City of Nelson load. 
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Q6.4 Does FortisBC contend that BC Hydro could import energy from Mid-C to 12 

provide incremental power to FortisBC under the PPA which FortisBC in 

turn provides to the City of Nelson as replacement power, while at the 

same time the City of Nelson exports to Mid-C using the services of 

NorthPoint, and that all parties involved in the series of transactions 

would make a profit? 

A6.4 Since the incremental power that BC Hydro must replace is non-firm, it is not 

necessary to replace the power at the same time.  Therefore, FortisBC does 

contend that it is possible that BC Hydro may be able to replace the energy at a 

profit, or at the very least, at rates substantially below BC Hydro’s estimated 

costs to do so. 

Q6.5 If the analysis outlined in Exhibit C4-7 is correct, then why would 23 

FortisBC, the City of Nelson and/or Zellstoff Celgar need to include BC 

Hydro and the PPA in the transaction?  Why would FortisBC not purchase 
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from Mid-C directly and provide the replacement power to the City of 

Nelson/Zellstoff Celgar without relying on PPA purchases?  Why does the 

arbitrage transaction need to involve BC Hydro at all?   
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A6.5 Please refer to the response to BCUC IR3 Q1.7.1. 

Q6.6 Please provide a calculation similar to that presented in Exhibit C4-7, but 5 

assuming FortisBC buys at Mid-C the energy necessary to provide the 

replacement energy to the City of Nelson and Zellstoff Celgar, and 

without any involvement of BC Hydro or the PPA.  Please explain whether 

FortisBC would profit from the transactions.  If not, please explain what is 

missing from the analysis in Exhibit C4-7.  

A6.6 As explained in the response to BCUC IR3 Q1.7.1, FortisBC feels it has neither 

the resources nor the contractual flexibility under its agreements with BC Hydro 

to engage in this level of market based transactions. 

Reference: Exhibit C4-7 at page 2, (d)(i) market trading efficiency factor 

Q7.1 Please confirm that FortisBC meant that “Powerex” is generally regarded 15 

as one of the most skilled and accomplished energy traders in North 

America, and that the reference to “BC Hydro” is not correct. 

A7.1 FortisBC notes that Powerex is a wholly owned subsidiary of BC Hydro.  

FortisBC understand that the Powerex trading expertise is fully available to BC 

Hydro as required.   

Q7.2 Please provide any supporting evidence FortisBC has to justify the 21 

assertion that Powerex can achieve a 10 per cent efficiency advantage 
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over the annual, average hourly price of energy forecast as described in 

section 4.4.1 of the 2008 LTAP (attached to Exhibit C4-7). 
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A7.2 It has been FortisBC’s experience that its transactions with Powerex generally 

occur at either above the hourly market price if FortisBC is buying or below 

market if FortisBC is selling.  FortisBC is prepared to pay this premium because 

of the superior reliability and availability of the BC Hydro power.  Based on 

industry discussions, FortisBC believes other market participants have the 

same experience.  

  However, more directly, a market average is just that, an average.  As 

discussed above, FortisBC believes BC Hydro has great flexibility in the timing 

of acquiring replacement power since it can be done on a non-firm or even 

interruptible basis and can therefore achieve a result better than average.  

FortisBC maintains that Powerex has the demonstrated skills and ability to 

achieve this. 

Q7.3 Why does the FortisBC evidence attribute no cost to the alleged market 15 

trading efficiency benefit? 

A7.3 FortisBC is not able to estimate this cost, if there is any incremental cost at all. 

Q7.4 Does FortisBC assert that BC Hydro should use the limited capability of 18 

the system to import economic energy, to benefit customers with self-

generation that wish to arbitrage embedded cost-based rates (such as the 

City of Nelson and Zellstoff Celgar) rather than using that capability for 

the benefit of all of BC Hydro’s customers (including FortisBC’s 

customers indirectly)?  Does FortisBC assume that BC Hydro does not 

already use the full capability of the system to import economic energy 

BCMEU Appendix A18.1

Page 101



Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  BC Hydro  
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 23 

for the benefit of all of its customers?  If so, please provide a detailed 

explanation of the basis for the assumption.  
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A7.4 FortisBC notes that BC Hydro has recently entered into agreements or has 

made calls for power that include large amounts of energy.  It seems 

reasonable to believe that BC Hydro continues to have flexibility to absorb this 

power.  Since the power under examination here totals only 378 GWh, 

FortisBC finds it doubtful that any significant system limitations are present 

beyond those BC Hydro is already dealing with due to its ongoing power 

acquisition efforts.  Therefore FortisBC expects BC Hydro to use its available 

resources to the best of its ability to reduce the incremental cost as much as 

possible.  While FortisBC does not manage the BC Hydro system and therefore 

is not in a position to calculate this cost as accurately as BC Hydro could, 

FortisBC felt it necessary to enter a possible calculation due to the decision of 

BC Hydro not to do so as presented in the response to BCOAPO IR2  Q2.3.3 

(Exhibit B-9). 

Reference: None. 

Q8.1 Please provide any documentation FortisBC has that demonstrates BC 17 

Hydro or the BCUC knew or ought to have known in 1993 that FortisBC 

would seek to purchase energy under the PPA to serve customers with 

self generation while the customers export energy not in excess of their 

load. 

A8.1 In 1993, the City of Nelson’s generation did exist and had existed for some 

time.  Celgar has self generated since 1959 at a level of about 4 MW and 

completed building its current generation capability of about 50 MW in 1993.  

Prior to 1993, electric industry reform (unbundling, retail competition, open 
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access) was proceeding in several jurisdictions (e.g. the UK, U.S., Norway).  

The U.S. Energy Policy Act, which established a new era in electricity and 

addressed competition and open access, was enacted into law in 1992 in the 

US.  All of this was generally known throughout the electrical industry and was 

discussed openly.    
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BC Hydro was a sophisticated party to the 3808 PPA and saw fit to ensure 

there were restrictions in place that would prevent FortisBC from exporting 

3808 power.  It is not unreasonable to suggest that BC Hydro could have 

anticipated that, over a 20 year term, and with the beginnings of electrical 

industry restructuring occurring, there could be some chance for self generation 

to find more beneficial ways to use their power other than to offset power 

purchases.   

As BC Hydro admits, there are no restrictions in the 3808 PPA which prevents 

this type of activity from occurring.  FortisBC assumes BC Hydro acted 

prudently in its negotiations and the due diligence relating to the negotiations.  

The contract was also filed with the BC Utilities Commission.   

Q8.2 Please reference all passages in the BCUC’s April 1993 decision 17 

regarding the PPA that indicate the intent of the PPA was to allow 

FortisBC to take energy under the PPA to serve a customer that is 

exporting its own generation. 

A8.2 Please see the response to BC Hydro IR3 Q8.1 above. 

Q8.3 Please reference any provisions in the PPA that expressly permit 22 

FortisBC to take energy under the PPA for the purpose of providing 

replacement power to a customer that is exporting its own generation not 

BCMEU Appendix A18.1

Page 103



Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  BC Hydro  
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 25 

in excess of its load. 1 
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A8.3 Please see the response to BC Hydro IR3 Q8.1 above and BC Hydro’s 

response to FortisBC IR1 Q1.1.1.  BC Hydro and FortisBC agree that there has 

been no breach of the 3808 PPA.  The PPA and the Power Coordination 

Agreement expressly state that the power purchased by FortisBC and 

subsequently purchased by the City of Nelson is to be used to serve its native 

loads.  It is FortisBC’s understanding that both parties are in compliance with 

that requirement. 

Q8.4 Please provide copies of FortisBC’s bills to the City of Nelson for August 9 

and September, 2008 for purchases under the PCA, purchases under the 

Agreement for the Supply of Electricity Wholesale Service between the 

City of Nelson and FortisBC dated as of November 1, 2004, and charges 

under the Umbrella Agreement. 

A8.4 Please see BC Hydro Appendix A8.4.  Please note that FortisBC has no 

provision under its tariff to bill for transmission level wheeling losses.  Losses 

are to be supplied and the City of Nelson is indeed doing so.  The billing will be 

corrected. 

Q8.5 Please provide copies of sample ETAGS in connection with the City of 18 

Nelson wheeling its energy through the FortisBC transmission system. 

A8.5 Please see BC Hydro Appendix A8.5. 

Q8.6 Now that FortisBC has customers purchasing transmission wheeling 21 

services, does FortisBC plan to develop an open access same-time 

information system (or OASIS)?  If not, why not?  
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A8.6 FortisBC does not understand the relevance of this question to the current 

proceeding.  FortisBC agrees that OASIS may be necessary at some point in 

the future.  However, FortisBC does not feel it is necessary at this time as there 

is sufficient transmission capacity to meet all requests FortisBC has received.  

1 

2 

3 

4 
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Payable at most financial institutions
Please write your account number on your cheque or money order payable to FortisBC Inc.

Payment return slip

NELSON HYDRO
101310 WARD ST
NELSON BC  V1L 5S4

Account Number
7609315215-5

Due Date
OCT-16-2008

Amount to be Withdrawn
$355,025.85 
Amount Paid

Current Electric Charges

Account Number

Due Date

Meter Reading Information

Thank you CR

3,667.74CR
132,492.64CR

77,935.98CR
1,712.77CR

3,667.74
132,492.64

77,935.98
1,712.77

 sAccount Name: NELSON HYDRO
Billing Date: SEP-22-2008
Billing Period: JUL-31-2008 to AUG-31-2008

Previous statement 678,277.53
Payment received Sep-19-2008 — 328,188.31
Balance outstanding 350,089.22

1 DAM SUBSTATION CR
(Meter 898051) 
(Meter 898049) 

0.00
1 DAM SUBSTATION
(Meter 898049) 
(Meter 9999998) 
(Meter 898051) 
(Meter 924185) 

Wholesale Rate reversed
Basic Customer Charge reversed
Energy Used: 3,777,948 kWh @ $0.03507/kWh reversed
Demand Charge Based on January reversed
Billed Demand 18,916.5 kVA @ $4.12/kVA reversed
Interim Rate Increase reversed

Wholesale Rate
Basic Customer Charge
Energy Used: 3,777,948 kWh @ $0.03507/kWh
Demand Charge Based on January
Billed Demand 18,916.5 kVA @ $4.12/kVA
Interim Rate Increase

0.00

7609315215-5

OCT-16-2008
Amount to be Withdrawn

$355,025.85 

Meter Number: 898051
Aug 31 2008 00001.283
Jul 31 2008 00000.255
Multiplier X   36000.0000
31 days 37008 kWh

Meter Number: 898049
Aug 31 2008 00717.990
Jul 31 2008 00717.990
Multiplier X   36000.0000
31 days 0 kWh

Average current  kWh/Day 1194
Average previous year kWh/Day 541

Meter Number: 898049
Aug 31 2008 00200.655
Jul 31 2008 00199.579
Multiplier X   36000.0000
31 days 38736 kWh

Meter Number: 9999998
Aug 31 2008 14.629
Multiplier X   1000.0000

14629 kVA

7609315215 5 0035502585

R1979.57033861730_1979.pdf0001
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Account Number: 7609315215-5 Continued Page 2/2

Payment return slip
Payable at most financial institutions

Taxes

Thank you — Your payment will be made by pre-authorized direct debit from your
financial institution.

Meter Reading Information

Go paperless with eBill service!
It's a fast, easy and environmentally-friendly way

to receive your electricity bill.
Visit www.fortisbc.com or call

1-866-4FORTIS (1-866-436-7847) to sign up.

CR

Amount to be Withdrawn

Other Charges and Adjustments
August City of Nelson NorthPoint = 3,364,000 123,618.95
Reversed August City of Nelson NorthPoint 118,917.40

4,701.55

GST (5% on 4,701.55 ) 235.08
235.08

Total New Charges 4,936.63

$355,025.85

Nelson Hydro's GST registration number is 10698 4065 RT0001

Meter Number: 898051
Aug 31 2008 00.3605
Multiplier X   36000.0000

12978 kVA

Aug 31 2008 00196.422
Jul 31 2008 00121.681
Multiplier X   36000.0000
31 days 2690676 kWh

Meter Number: 924185
Aug 31 2008 04744.642
Jul 31 2008 04526.197
Multiplier X   4800.0000
31 days 1048536 kWh

Average current  kWh/Day 121869
Average previous year kWh/Day 126950

57
03

38
61

73
0_

19
79

.p
df

.0
00

1.
22

67

BC Hydro Appendix A8.4

Page 2

BCMEU Appendix A18.1

Page 107



Payable at most financial institutions
Please write your account number on your cheque or money order payable to FortisBC Inc.

Payment return slip

NELSON HYDRO
101310 WARD ST
NELSON BC  V1L 5S4

Account Number
7609315215-5

Due Date
NOV-03-2008

Amount to be Withdrawn
$652,990.29 
Amount Paid

Current Electric Charges

Taxes

Account Number

Due Date

Meter Reading Information

3,667.74
146,496.51

77,935.98
1,824.80

CR

 sAccount Name: NELSON HYDRO
Billing Date: OCT-08-2008
Billing Period: AUG-31-2008 to SEP-30-2008

Previous statement 355,025.85
Balance outstanding 355,025.85

1 DAM SUBSTATION CR
(Meter 898051) 
(Meter 898049) 

0.00
1 DAM SUBSTATION
(Meter 898049) 
(Meter 9999998) 
(Meter 898051) 
(Meter 924185) 

Wholesale Rate
Basic Customer Charge
Energy Used: 4,177,260 kWh @ $0.03507/kWh
Demand Charge Based on January
Billed Demand 18,916.5 kVA @ $4.12/kVA
Interim Rate Increase

229,925.03

Other Charges and Adjustments
September Metered export to FortisBC = 4,644 164.17
September City of Nelson NorthPoint = 1,528,000 54,014.80

53,850.63

GST (5% on 283,775.66 ) 14,188.78
14,188.78

Total New Charges 297,964.44

7609315215-5

NOV-03-2008
Amount to be Withdrawn

$652,990.29 

Meter Number: 898051
Sep 30 2008 00001.412
Aug 31 2008 00001.283
Multiplier X   36000.0000
30 days 4644 kWh

Meter Number: 898049
Sep 30 2008 00717.990
Aug 31 2008 00717.990
Multiplier X   36000.0000
30 days 0 kWh

Average current  kWh/Day 155
Average previous year kWh/Day 0

Meter Number: 898049
Sep 30 2008 00200.655
Aug 31 2008 00200.655
Multiplier X   36000.0000
30 days 0 kWh

Meter Number: 9999998
Sep 30 2008 18.345
Multiplier X   1000.0000

18345 kVA

7609315215 5 0065299029

R1991.40592468084_1991.pdf0001
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Account Number: 7609315215-5 Continued Page 2/2

Payment return slip
Payable at most financial institutions

Thank you — Your payment will be made by pre-authorized direct debit from your
financial institution.

Meter Reading Information

Go paperless with eBill service!
It's a fast, easy and environmentally-friendly way

to receive your electricity bill.
Visit www.fortisbc.com or call

1-866-4FORTIS (1-866-436-7847) to sign up.

Bright ideas!
Install a programmable thermostat.  It will allow
you to drop the temperature at night or when
you are away, helping you get the most out of

your energy dollar.

For more bright ideas, visit www.fortisbc.com or
call 1-866-4FORTIS (1-866-436-7847).

Amount to be Withdrawn $652,990.29

Nelson Hydro's GST registration number is 10698 4065 RT0001

Meter Number: 898051
Sep 30 2008 00.2745
Multiplier X   36000.0000

9882 kVA

Sep 30 2008 00282.979
Aug 31 2008 00196.422
Multiplier X   36000.0000
30 days 3116052 kWh

Meter Number: 924185
Sep 30 2008 04965.727
Aug 31 2008 04744.642
Multiplier X   4800.0000
30 days 1061208 kWh

Average current  kWh/Day 139242
Average previous year kWh/Day 0
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Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  Commercial Energy Consumers Association of British Columbia 
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 1 

1.0 1 

2 

3 

4 

5 

6 

8 

9 

10 

11 

13 

14 

15 

16 

17 

19 

20 

21 

22 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

The FortisBC evidence at page 1 summarizes that (a) BC Hydro may not 

necessarily incur any material (opportunity cost) in connection with its 

provision of incremental energy under the PPA to replace energy 

exported by FortisBC’s customers; and (b) BC Hydro may be able to earn 

a profit from its provision of any such incremental energy. 

Q1.1 In the event that FortisBC’s assumptions are incorrect and BC Hydro’s 7 

assumptions are correct, does FortisBC believe that BC Hydro and its 

ratepayers should bear the risk of losses as forecasted by BC Hydro?  If 

so, why? 

A1.1 Yes.  Please also refer to FortisBC’s response to BCUC IR3 Q1.7.6. 

Q1.2 In the event the Commission determines that BC Hydro’s forecasts are 12 

reasonable and the best evidence, would FortisBC then accept that it 

would be appropriate in the interest of BC Hydro’s ratepayers that the 

Commission approve the amendment to Section 2.1 of the PPA?  If not, 

why not? 

A1.2 No.  Please refer to the response to CEC IR3 Q2.3 below.  

Q1.3 Would FortisBC accept an amendment to the PPA which mitigates the 18 

risk to BC Hydro such that if their predictions prove accurate and there is 

a loss to BC Hydro which is to be made up by BC Hydro’s ratepayers 

other than FortisBC and its customers and that loss can be demonstrated 

that the los should be made up by FortisBC and/or FortisBC’s customers 
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who caused the loss?  If not, please explain why BC Hydro and its 

ratepayers should bear this cost should it arise? 

1 

2 

3 

2.0 4 

5 

A1.3 Please refer to the response to CEC IR3 Q1.1. 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(Determination of Loss or Profit) 

6 
7 

8 

10 

11 

13 

14 

15 

(Exhibit C4-7, Page 1) 

In challenging the BC Hydro estimate of its “opportunity costs” loss; 

Q2.1 Does FortisBC agree that the potential for BC Hydro and its customers to 9 

incur a loss is relevant in this proceeding? 

A2.1 Please also refer to the response to CEC IR3 Q2.3 below. 

Q2.2 Does FortisBC propose that if BC Hydro and its customers are found to 12 

have incurred a profit that there is therefore no need to amend the PPA 

between BC Hydro and FortisBC? 

A2.2 Please refer to the response to CEC IR3 Q2.3 below. 

Q2.3 Does FortisBC agree that if BC Hydro and its customers are found to 16 
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have incurred a loss that this would constitute a base reason for having 

the PPA between BC Hydro and FortisBC amended? 

1 

2 

3 

4 
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A2.3 No.  BC Hydro is obligated to deliver the contracted amount of power under the 

3808 PPA in accordance with its terms and conditions. Please also refer to the 

responses to BC Hydro IR3 Q2.4 and Q8.1.   

 FortisBC believes the primary issue is whether self generators in FortisBC’s 

service territory should be allowed to export power from their generation while 

taking embedded cost service.  At present, all parties are operating within the 

terms and conditions of the existing contracts, agreements and tariffs.  In 

FortisBC’s opinion, those terms and conditions should not be altered in this 

application to the detriment of FortisBC’s customers because BC Hydro and its 

customers may have incurred loss by complying with the terms of a contract 

that it negotiated with FortisBC.  If this issue is to be considered, FortisBC 

submits that it should more appropriately be considered broadly as a matter of 

provincial government policy with a balanced review of the issue, and the 

production of a policy that best serves the interests of all parties.  In any event, 

the parties’ respective positions and the implementation of any government 

policy should only be considered during renewal negotiations and subsequent 

approval of the PPA, and not during the term of the contract. 
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3.0 1 

2 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008  

(Cost of Energy to BC Hydro) 

3 
4 

6 

7 

8 

10 

11 

12 

14 

(Exhibit C4-7, Page 2) 

Q3.1 Does FortisBC agree that it has supplied replacement energy to enable 5 

the City of Nelson to enter into export transactions? 

A3.1 FortisBC agrees that in hours when the City of Nelson is exporting its 

generation, FortisBC is supplying the full City of Nelson load. 

Q3.2 Does FortisBC believe that the firmness or non-firmness of power in 9 

anyway affects its obligations under the FortisBC Power Purchase 

Agreement with BC Hydro to avoid exporting the purchased power? 

A3.2 No.  FortisBC does not export PPA power nor is FortisBC considering doing so. 

Q3.3 Does FortisBC believe that the City of Nelson is restricted, in any way 13 

under FortisBC’s Power Supply Agreement with the City of Nelson, from 
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establishing export transactions, which might require firm service? 1 

2 

3 

4 

6 

7 

8 

9 

10 

12 

13 

15 

16 

17 

19 

20 

21 

A3.3 FortisBC is not clear on what the question is asking.  The City of Nelson 

exports are firm, as is the power FortisBC supplies to the City of Nelson to meet 

the City of Nelson load. 

Q3.4 Does FortisBC believe that the City of Nelson export transactions could 5 

occur in such a manner and at such times as to require capacity from BC 

Hydro? 

A3.4 City of Nelson exports are generated at the City of Nelson generating station, 

not by BC Hydro.  However, increased FortisBC load due to increased City of 

Nelson load may result in increased purchases of PPA power by FortisBC.  

Q3.5 Does FortisBC acknowledge that BC Hydro has been a net purchaser of 11 

power from the electricity spot market for a number of years? 

A3.5 Agreed. 

Q3.6 Does FortisBC acknowledge that BC Hydro has an obligation to purchase 14 

power at the lowest cost available for its customers?   

A3.6 FortisBC acknowledges that BC Hydro has an obligation to purchase power in 

a prudent and cost effective manner for its customers. 

Q3.7 Does FortisBC acknowledge that BC Hydro has constraints and 18 

limitations on when it can buy power from the spot market particularly in 

the freshet season? 

A3.7 Yes, in general.  However, it is not clear what these limitations or constraints 
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are.  FortisBC believes that it is clear from BC Hydro’s continuing purchase 

patterns under the various calls for power that significant flexibility remains. 

1 

2 

4 

5 

6 

7 

8 

9 

10 

11 

12 

14 

15 

16 

17 

18 

20 

21 

22 

23 

24 

Q3.8 Does FortisBC acknowledge that the electricity spot markets are not 3 

infinite and that supply at a particular price is not necessarily available to 

everyone who may want supply at a particular time, because supply and 

demand in the market will affect the prices significantly? 

A3.8 Agreed, however, FortisBC finds it difficult to accept that BC Hydro will find it 

impossible to replace any incremental energy that may be required on a non-

firm basis at a significant discount to the rate stated by BC Hydro as the 

incremental cost.  While the actual BC Hydro cost may be lower or higher 

depending on conditions that exist at the time, FortisBC believes its analysis is 

more reflective of the actual costs than BC Hydro’s estimate. 

Q3.9 Does FortisBC acknowledge that BC Hydro has multi-year storage 13 

capability and that it can and does purchase for its customers much of 

the low cost supply available from the electricity spot markets? 

A3.9 While FortisBC agrees that BC Hydro is an active buyer, the percentage of the 

market that BC Hydro is buying is difficult to estimate.  FortisBC certainly 

believes that a significant market potential remains. 

Q3.10 Does FortisBC acknowledge that BC Hydro subsidiary Powerex trades 19 

electricity on the electricity spot markets generating a benefit for BC 

Hydro customers in the form of trade income, and that this may involve 

Powerex buying low cost power from the electricity spot markets and 

reselling it to the electricity spot markets at a later date and potentially at 

higher prices than it aid for the power? 

BCMEU Appendix A18.1

Page 117



Project No. 3698531:  BC Hydro Application to Amend Section 2.1 of Rate Schedule 
3808 Power Purchase Agreement  
Requestor Name:  Commercial Energy Consumers Association of British Columbia 
Information Request No: 3 
To:  FortisBC Inc. 
Request Date:  December 22, 2008 
Response Date:  December 31, 2008 

 

Page 7 

A3.10 Agreed. 1 

3 

4 

5 

6 

8 

9 

10 

12 

13 

14 

15 

16 

17 

18 

19 

20 

22 

Q3.11 Does FortisBC acknowledge that the electricity price forecasts it 2 

references in the BC Hydro 2008 LTAP may not be actual prices available 

to a buyer at some point in the future? 

A3.11 FortisBC agrees that the actual price may be higher or lower than any forecast 

of prices. 

Q3.12 Does FortisBC acknowledge that the electricity spot market prices it 7 

suggests are the BC Hydro marginal cost are available to FortisBC and to 

the City of Nelson as well? 

A3.12 Agreed, however, please also refer to the response to BCUC IR3 Q1.7.1. 

Q3.13 Would FortisBC agree to avoid taking power from BC Hydro to enable the 11 

City of Nelson export transactions and instead supply all of the power 

itself from its own purchases from the electricity spot markets and if not 

why not? 

A3.13 No.  Please refer to the responses to BC Hydro IR3 Q1.2 and CEC IR3 Q2.3.  

FortisBC and the City of Nelson entered into the required agreements based on 

the premise that existing contracts and tariffs were in effect and with the 

knowledge that these transactions were in accordance with those contracts and 

tariffs.  If there was a restriction such as that proposed in the question, there 

may have been a different outcome to these contract negotiations. 

Q3.14 Would FortisBC agree that whenever it is supplying power to the City of 21 

Nelson to enable the City of Nelson export transactions it would take the 
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power from BC Hydro at the electricity spot market prices and not under 

RS3808 and if not why not? 
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24 

A3.14 No.  Please see the response to CEC IR3 Q3.13 above. 

Q3.15 What does FortisBC understand to be the difference in quality and nature 4 

between the supply the City of Nelson is planning on using to support its 

export transactions, and obtaining from FortisBC and BC Hydro, versus 

the electricity spot market supply FortisBC is proposing would be BC 

Hydro’s marginal source of supply? 

A3.15 As explained in the response to BCOAPO IR3 Q3.1a, BC Hydro can make up 

any required energy as non-firm power since no additional capacity must be 

allocated to the PPA. The full amount of the PPA capacity is continuously held 

on the BC Hydro system, and in FortisBC’s view, cannot do double duty by 

being allocated to any other use.  Since any incremental PPA capacity that may 

be supplied to FortisBC due to increased FortisBC load (for whatever reason) is 

already reserved and available at any time, increased FortisBC load under the 

PPA does not require BC Hydro to set aside any additional capacity, just to 

utilize that capacity which has already been set aside for that express purpose. 

Q3.16 Does FortisBC believe that the City of Nelson would purchase supply 18 

from the electricity spot markets to support its export transactions and if 

not why not?   

A3.16 If the City of Nelson must purchase on the spot market for the same hour as 

any export transaction it may enter into FortisBC believes the volume of 

transactions the City of Nelson would engage in would significantly decrease 

since transactions that must occur for the same hour would not allow a profit in 
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most cases.  However, since BC Hydro need not replace any incremental 

energy it may require on the same hour as the export, this logic does not apply 

to BC Hydro. 

1 

2 

3 

4.0 4 

5 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008  

(Price of Power Purchase by Fortis from BC Hydro) 

6 
7 

9 

10 

11 

12 

14 

15 

16 

17 

(Exhibit C4-7, Page 2) 

Q4.1 In the first part of the FortisBC evidence the proposition is made that the 8 

comparable energy is non-firm energy, so why does FortisBC include 

capacity values in the price of power purchased by FortisBC from BC 

Hydro under the PPA? 

A4.1 Please refer to the response to BC Hydro IR3 Q5.9. 

Q4.2 BC Hydro has argued that there is a capacity affect of the proposed 13 

export transactions of FortisBC customers, so is FortisBC in effect 

endorsing the BC Hydro position when it adopts the combined energy 

and capacity values in its calculation of the price of power? 

A4.2 No, please refer to the response to BC Hydro IR3 Q5.9. 
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5.0 1 

2 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(Adjustments) 

  3 

4 
5 

7 

8 

9 

10 

12 

13 

14 

15 

16 

(Exhibit C4-7, Page 2 & 3) 

Q5.1 Does FortisBC believe that it could make prudent buying decision to 6 

replace, from the spot electricity market, the requisite incremental energy 

at prices equivalent to, if not better than, the embedded cost price at 

which it buys energy from BC Hydro under the PPA, if not why not? 

A5.1 Please refer to the response to BCUC IR3 Q1.7.1. 

Q5.2 Does FortisBC accept that BC Hydro may already be taking and or 11 

planning to take the energy from the electricity spot market when it is 

available at prices below the average $45 MWh and for an additional 

marginal purchase the only energy available may be at higher prices than 

the average, if not why not? 

A5.2 FortisBC agrees that the actual price paid by BC Hydro may be higher than the 
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$45 MWh, however, it could also be lower. 1 

3 

4 

5 

6 
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21 
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Q5.3 Does FortisBC have any evidence that BC Hydro and or Powerex are 2 

consistently day in and day out throughout the year not already taking or 

planning to take energy from the spot electricity market when the price is 

below $45 MWh? 

A5.3 FortisBC considers this one of the key questions in determining the actual 

impact on BC Hydro.  Based on market experience, and observations in the 

hourly markets, FortisBC believes that significant opportunity exists for BC 

Hydro to replace the energy at a rate significantly below the cost BC Hydro has 

currently stated as the replacement cost.  The $45 estimate FortisBC used is 

BC Hydro’s own estimate of the market for the next several years.  BC Hydro 

was asked to provide additional market based evidence in BCOAPO IR2 

Q2.3.3 (Exhibit B-9) and declined to do so.  If BC Hydro chooses to provide 

detailed and credible information that indicates BC Hydro’s incremental cost for 

non-firm power is higher than $45 per MWh, then FortisBC will review that 

information.  However, BC Hydro has expressly chosen not to provide such 

information.  Therefore, until such time as BC Hydro performs the required 

detailed analysis, it is reasonable to rely on BC Hydro’s own previous estimate 

of market costs. 

Q5.4 Does FortisBC have any evidence that there is a consistent and regular 20 

daily availability throughout the year of spot electricity market energy at 

prices below $45 MWh?  

A5.4 No.  However FortisBC believes that because there is no capacity impact 

resulting from the Nelson exports (please refer to the response to CEC IR3 

Q6.1 below), consistent and regular daily availability of capacity at rates below 
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$45 per MWh is not required, because the energy can be replaced as non-firm 

power over a much wider time period.  
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Q5.5 In anticipating price increases for energy FortisBC refers to 2008 and 3 

2009, are these calendar years or BC Hydro fiscal years? 

A5.5 These are BC Hydro fiscal years. 

Q5.6 What is the basis for anticipating BC Hydro rate increases of 7%? 6 

A5.6 Once the final BC Hydro rate increase is known, the combined rate increase 

over both years of 7 percent should be replaced with the actual rate increase.  

FortisBC does not claim any “inside” information as to what the final BC Hydro 

rate increase will be.  However, for the purposes of this evidence, a rate had to 

be assumed and 7 percent did not seem unreasonable. 

Q5.7 As BC Hydro has forecast some significant price increases over the next 12 

several years in its LTAP forecasts but the forecast average price in its 

market assessment is below $50 MWh until about 2019, would FortisBC 

forego its ability to make purchases under the PPA when and if the BC 

Hydro price crosses over and becomes higher than the average spot 

electricity market price? 

A5.7 No.  The 3808 contract is in place until 2013 and FortisBC intends to comply 

with its contractual obligations through the full 20 year term.  Also, please refer 

to the response to BCUC IR3 Q5.2.  
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6.0 1 

2 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(Provision of Operating Information) 
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(Exhibit C4-7, Page 3) 

Q6.1 Does FortisBC have any evidence that BC Hydro is inadvertently 5 

reserving more capacity on the BC Hydro system than is necessary to 

meet its obligations under the PPA? 

A6.1 No.  FortisBC believes that if BC Hydro is planning to be able to meet the terms 

of the PPA at all times, there is no capacity impact from the City of Nelson 

exports.  If BC Hydro is not planning to meet the terms of the PPA at all times, 

it may believe there is a capacity impact.  However, since BC Hydro has 

confirmed (please refer to the response to BCOAPO IR3 Q3.1 for an 

explanation of this) that it does hold the maximum amount of PPA capacity 

available to FortisBC on the system at all times, it is clearly planning to meet 

the PPA obligations.   

The other possible explanation is that too much capacity is being held on the 

system due to technical errors on the part of BC Hydro in accounting for PPA 

capacity requirements when the City of Nelson is exporting.  FortisBC believes 

the PPA technical committee should resolve this issue and is committed to 

work with BC Hydro to ensure correct PPA operations. 

Q6.2 Does FortisBC believe there is a possibility that BC Hydro is inadvertently 21 

reserving more capacity on the BC Hydro system than is necessary to 
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meet its obligations under the PPA, and if so why? 1 

2 

4 

5 

7.0 6 

7 

A6.2 Please refer to the response to CEC IR3 Q6.1 above. 

Q6.3 Does FortisBC have an estimate of how much capacity BC Hydro may be 3 

unnecessarily reserving on the BC Hydro system? 

A6.3 Please refer to the response to CEC IR3 Q6.1 above.  

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(PPA prohibition on Export) 

8 
9 

11 

12 

(Exhibit B-5, BCUC 1.4.2) 

Q7.1 Does FortisBC agree that the energy it purchased from BC Hydro to 10 

supply to the City of Nelson to enable its May and June 2008 export 

transactions was not: 
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 1 
2 
3 
4 
5 
6 
7 
8 

9 

10 

12 

13 

14 

15 

16 

17 

18 

19 

20 

22 

23 

24 

25 

26 

27 

i. For wheeling losses scheduled to BC Hydro; 
 

ii. For emergency exchanges as defined by the Northwest Power Pool; 
 

iii. For Capacity Purchases by FortisBC; and 
 

iv. For any exception agreed to by ForisBC and BC Hydro? 

A7.1 Agreed, the energy FortisBC purchased from BC Hydro was to meet City of 

Nelson load, and not for any of the four reasons listed above. 

Q7.2 Does FortisBC agree that the energy it purchased from BC Hydro to 11 

supply the City of Nelson to enable its May and June 2008 export 

transactions left the FortisBC service area? 

A7.2 No, all energy FortisBC purchased from BC Hydro was used to meet FortisBC 

load.  It was the energy generated at the City of Nelson plant that left the 

service area.  The PPA is clear that FortisBC cannot store PPA energy, but can 

store entitlement energy while PPA energy is being taken (Section 2.1 of the 

PPA).  In other words, just because an export is taking place at the same time 

PPA power is being taken, it does not follow that the PPA power is being 

exported. 

Q7.3 Does FortisBC agree that, if the energy it purchased from BC Hydro to 21 

supply the City of Nelson to enable its May and June 2008 export 

transactions had not been supplied by BC Hydro, the City of Nelson 

export transaction could not have proceeded? 

A7.3 FortisBC agrees that, for the portion of the May and June 2008 export 

transactions that FortisBC met the incremental City of Nelson load with PPA 

power.   If no additional power under the PPA had been available to FortisBC, 
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then it is possible that FortisBC would have declined to allow the export to take 

place.  This would have been done in accordance with the negotiated terms of 

the Power Coordination Agreement, in particular Article 2.8, titled FortisBC 

Election.   
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8.0 12 

13 

Q7.4 Does FortisBC agree that, if the energy it purchased from BC Hydro to 5 

supply the City of Nelson to enable its May and June 2008 export 

transactions had not been supplied by BC Hydro, the City of Nelson 

export transaction could only have proceeded if FortisBC had found 

another source of supply for the City of Nelson?  

A7.4 Agreed for the portion of the increased FortisBC load that was met with BC 

Hydro power. 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(Wheeling & Ancillary Services) 

14 
15 

17 

18 

19 

(Exhibit B-5, BCUC 1.5.1) 

Q8.1 Has FortisBC supplied the wheeling over the FortisBC transmission 16 

system under the FortisBC WTS tariff to enable to City of Nelson export 

transactions? 

A8.1 Yes. 
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Q8.2 Has FortisBC supplied the City of Nelson or Northpoint with any ancillary 1 

services to enable the City of Nelson export transactions? 2 

3 

5 

6 

7 

8 

9.0 9 

10 

A8.2 Yes. 

Q8.3 Does FortisBC agree that all other tings being equal the energy 4 

purchased by FortisBC from BC Hydro has been subsequently routed 

over FortisBC transmission lines for export leaving the FortisBC service 

area? 

A8.3 No, please refer to the response to CEC IR3 Q7.2 above. 

Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 

(Arbitrage of Embedded Cost Power) 

11 
12 

14 

15 

16 

17 

18 

(Exhibit B-5, BCUC 1.10.3)  

Q9.1 Does FortisBC believe that its customers in principle should be permitted 13 

to arbitrage between the embedded cost of BC Hydro utility service and 

market prices? 

A9.1 Note that FortisBC customers receive embedded cost, bundled service from 

FortisBC.  Because rates to FortisBC customers reflect FortisBC’s overall cost 

of service, of which the BC Hydro PPA is a part, this question is not applicable.  

Q9.2 Does FortisBC believe that its customers in principle should be permitted 19 
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to arbitrage between the embedded cost of FortisBC utility service and 

market prices? 
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A9.2 FortisBC ensures that the power sold to its customers is used to serve native 

load.  This is a specific contractual requirement of the Power Coordination 

Agreement with the City of Nelson.   

The question in this application is whether a FortisBC customer with self 

generation is free to export its self generation while serving its load with 

purchased power under existing tariffs.  Please also refer to the responses to 

BC Hydro IR3 Q1.3 and CEC IR3 Q2.3.   
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1.0 1 
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Reference: Exhibit C4-7, page 3 

Exhibit B-1, page 4 

Preamble: A key concern underlying BC Hydro’s Application appears to 

be that it will incur a loss if required to provide incremental energy to 

FortisBC (for the purpose of supporting export activities of FortisBC’s 

customers).   

Q1.1 Does FortisBC agree that this is a legitimate concern? 7 

A1.1 Please refer to the response to CEC IR3 Q2.3 and Q5.3. 

Q1.2 Please confirm that it is FortisBC’s position that BC Hydro will not incur a 9 

financial loss if required to provide energy to FortisBC for purposes of 

supporting export activities of FortisBC’s customers. 

A1.2 Given the assumptions provided in FortisBC’s evidence, the majority of which is 

based on the BC Hydro 2008 LTAP, BC Hydro would not incur a material 

financial loss.  Of course, the actual price BC Hydro will have to pay to replace 

any required power may be higher or lower than any estimate based on a 

forecast of prices.    Please also refer to the response to CEC IR3 Q5.3 

Q1.3 If the facts were such that BC Hydro would incur a financial loss, what are 17 

FortisBC’s views as to whether or not the associated sales to FortisBC 

should be permitted to take place? 

A1.3 Please see the responses to BCUC IR3 Q1.7.6 and CEC IR3 Q2.3.  Both 

FortisBC and BC Hydro agree that these transactions fall within established 

tariffs and contracts and are taking place as per the associated commercial 
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terms and conditions.  In other words, BC Hydro and FortisBC are obligated to 

honour the terms of the 3808 PPA and Electric Tariffs and these terms should 

not be amended as requested by BC Hydro.    
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2.0 4 
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Exhibit C4-7, Attachment 2 

Q2.1 Please confirm that Attachment 2 reflects FortisBC’s 2009 forecast 5 

purchase power expense assuming the incremental sales to the City of 

Nelson and Zellstoff Celgar (to support their “export sales”). 

A2.1 Not confirmed. Attachment 2 in Exhibit C4-7 includes 25 GWh of incremental 

City of Nelson load due to its exports and no incremental load for Zellstoff 

Celgar. 

Q2.2 If yes, please provide a revised version of Attachment 2, assuming no 11 

“export sales” by the City of Nelson and Zellstoff Celgar. 

A2.2 Please refer to BCOAPO Appendix A2.2.  The 2009 load forecast has been 

reduced by 25 GWh, 2.5 GWh each month except May and June.  There is no 

change to the capacity forecast. 

Q2.3 If no, please provide a revised version of Attachment 2, assuming 16 

incremental “export sales” by the City of Nelson and Zellstoff Celgar. 

A2.3 Please refer to BCOAPO Appendix A2.3.  The 2009 load forecast has been 

increased by 350 GWh spread evenly across the year and by 40 MW in every 

month. 

Q2.4 For each month in 2009 please breakdown the total sales to the City of 21 

Nelson and Zellstoff Celgar (made in support of “exports”) as between 
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Heavy Load and Light Load Hours (as defined in the PPA – BCUC IR 1.4.1, 

Attachment 1). 
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A2.4 FortisBC does not develop the load forecast in this manner since energy and 

capacity are planned for separately.  It is difficult to estimate the breakdown of 

the City of Nelson deliveries, however, it is fully expected that the City of 

Nelson will not be exporting during extreme peak periods.  Zellstoff Celgar is 

expected to become a full service customer of approximately 40 MW with a 

constant load totalling about 350 GWh annually.  The PPA defines the Heavy 

Load Hours as 16 hours a day, seven days a week or 66.67 percent of the 

hours in the year.  Therefore, approximately 233 GWh of the Celgar energy will 

be on the Heavy Load Hours as defined in the PPA.  Note that the standard 

market definition of Heavy Load power comprises about 55 percent of the 

hours in a year as the definition excludes all day Sunday and major holidays 

such as Christmas.  

Exhibit C4-7, page 2 

Q3.1 In determining BC Hydro’s cost of replacement energy, FortisBC assumes 16 

a price equivalent to that for non-firm energy on the basis that exports by 

FortisBC’s customers will not change the magnitude of the capacity 

reservation held by BC Hydro.  This assumes that BC Hydro bases its firm 

supply obligations on the “capacity reservation” it has for FortisBC.   

Q3.1a Does this same view hold if BC Hydro bases its firm supply 

obligations on a “forecast” of FortisBC’s anticipated supply 

requirements? 

A3.1a No, it does not.  However, in FortisBC’s opinion, for BC Hydro to 
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remain able to be compliant with the PPA at all times, BC Hydro must 

base its hourly operations on the “capacity reservation” rather than the 

“forecast” of use.  BC Hydro has acknowledged this principle of the 

PPA agreement in its response to FortisBC IR2 Q2.6.1 (Exhibit B-9) 

where BC Hydro confirmed that, “Nelson exports do not change the 

magnitude of the capacity reservation held by BC Hydro on its system 

in any way, since this obligation is related to the 5-year nomination 

only and must be held on the BC Hydro system continuously, 

regardless of anticipated use, since it is an on-demand obligation.”  
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 Therefore, since the maximum possible use of the PPA is continuously 

held on the BC Hydro system, the actual use of the PPA capacity does 

not increase the amount of capacity BC Hydro must allocate to the 

PPA.  While this does not establish the replacement value of energy 

that BC Hydro will incur, it does mean that it is non-firm energy rather 

than firm. 

 Given that replacement energy can be non-firm, FortisBC believes BC 

Hydro has significant flexibility in the timing of acquiring replacement 

energy and therefore should be able to replace it at rates that are 

equal to or below average market rates. 

Q3.1b If BC Hydro bases its firm supply obligations on a forecast of 

anticipated sales to FortisBC (up to the limits specified in the 

PPA), what – in FortisBC’s view – is the appropriate reference 

price to use for replacement energy? 

A3.1b BC Hydro has already confirmed that under the PPA it must base its 

firm supply obligations on the “capacity reservation”, not the forecast.  
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Please refer to the response to CEC Q3.1a above. 1 
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1 2009 ANALYSIS OF FORECAST POWER PURCHASE EXPENSE
2    FOR THE YEAR ENDING DECEMBER 31, 2009 23‐Dec
3 2 3 4 5 6 7 8 9 10 11 12 13
4 JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV DEC TOTAL

5 ENERGY             GW.h Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

6 FortisBC 156 151 140 119 128 128 136 118 123 111 118 152 1580.649
7 Brilliant Base Plant 82 63 57 82 79 72 79 86 66 62 63 65 857.415
8 Brilliant Upgrade 1 ‐1 0 10 14 13 14 13 1 1 0 0 65.093
9 Brilliant Regulated 0 0 0 0 0 0 0 0 0 0 0 0 0.000

10 Cominco 0 0 0 0 0 0 0 0 0 0 0 0 0.000
11 Small Misc IPP Resource 1 0 1 1 3 2 3 1 1 1 1 1 13.000
12
13 Turbine Upgrades 0 0 0 0 0 0 0 0 0 0 0 0 0.000
14 0 0 0 0 0 0 0 0 0 0 0 0 0.000
15 CPC Loss, Wheeling & PPA Adjustments 0 0 0 0 0 0 0 0 0 0 0 0 0.000
16 DSM 2 2 2 2 2 2 2 2 2 2 2 2 25.192
17 City of Nelson Special Adjustment 0 0 0 0 0 0 0 0 0 0 0 0 0.000
18 Market Capacity ‐ ENERGY 1 0 4 0 0 0 3 0 0 0 0 0 7.823
19 Market Energy Purchase 0 0 0 0 0 0 0 0 0 0 0 0 0.000
20 BCH Purchase 123 106 105 54 30 30 42 30 54 84 112 116 885.379
21 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
22 Gross Load 366 322 309 267 256 242 250 249 246 261 297 337 3401.113
23 Surplus 0 0 0 0 0 4 29 0 0 0 0 0 33.438

24 RATE       (Mills/kW.h) Pwr Pur =  1828.710

25 Surplus Rate 58.08 53.70 48.11 25.69 20.63 17.41 33.60 39.26 41.15 57.82 61.07 73.02
26 Brilliant Base Plant 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03
27 Brilliant Upgrade 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90
28 Brilliant Regulated 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25
29
30 Market Capacity ‐ ENERGY 80.32 74.49 61.69 56.30 45.65 47.77 94.80 115.57 84.12 73.68 84.44 100.38
31 Market Energy Purchase 58.08 53.70 48.11 25.69 20.63 17.41 33.60 39.26 41.15 57.82 61.07 73.02
32 BCH : Purchase 28.254      28.254      28.254      28.254      28.254      28.254       28.254      28.254      28.254      28.254      28.254      28.254     
33  IPP Rate 28.254      28.25        28.25        28.25        28.25        28.25         28.25        28.25        28.25        28.25        28.25        28.25       

34 ENERGY EXPENSE          ($000)
35 Surplus Revenue $0 $0 $0 $0 $0 ($76) ($977) $0 $0 $0 $0 $0 ‐1052.967
36 Brilliant Base Plant $2,789 $2,146 $2,007 $2,785 $2,699 $2,459 $2,700 $2,931 $2,250 $2,120 $2,144 $2,215 29244.667
37 Brilliant Upgrade $18 ($17) ($11) $254 $360 $335 $360 $330 $25 $16 $8 $9 1685.909
38 Brilliant Regulated $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
39 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
40
41 IPP Costs $14 $11 $20 $17 $71 $62 $76 $17 $20 $14 $23 $23 367.302
42 BCH Purchase $3,477 $2,985 $2,958 $1,518 $859 $836 $1,196 $836 $1,523 $2,366 $3,176 $3,284 25015.501
43 Market Capacity ‐ ENERGY $55 $0 $251 $0 $0 $0 $283 $1 $0 $0 $6 $0 596.283
44 Market Energy Purchase $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
45 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
46 $6,353 $5,126 $5,225 $4,573 $3,989 $3,616 $3,639 $4,115 $3,818 $4,516 $5,356 $5,531 55856.695
47  
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 JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV DEC TOTAL

48 CAPACITY         (MW)
49 FortisBC 202 199 181 183 187 178 188 203 200 194 193 208 2316.639
50 Brilliant Base Plant 123 123 87 117 106 100 106 115 119 119 123 123 1359.238
51 Brilliant Upgrade 20 20 20 20 20 20 20 20 20 20 20 20 238.000
52 Brilliant Tailrace Capacity 4 3 1 3 6 6 6 4 1 1 3 5 42.200
53 Cominco 0 0 0 0 0 0 0 0 0 0 0 0 0.000
54 Market Capacity 7 0 67 0 0 0 48 5 0 0 4 0 131.047
55 0 0 0 0 0 0 0 0 0 0 0 0 0.000
56 FortisBC DSM 5 4 4 4 4 3 3 3 4 4 4 5 45.400
57 0 0 0 0 0 0 0 0 0 0 0 0 0.000
58 Turbine Upgrades 0 0 0 0 0 0 0 0 0 0 0 0 0.000
59 Cominco Market Capacity 150 75 0 0 0 0 0 0 0 0 75 125 425.000
60 CPC Market Capacity 0 0 0 0 0 0 0 0 0 0 0 25 25.000
61 BCH : Billing Capacity 190 176 190 165 143 188 190 190 143 182 190 164 2110.257
62 BCH : Used for Load 190 176 190 165 134 188 190 190 111 182 190 164 2070.011
63 BCH : Excess Purch 0 0 0 0 0 0 0 0 0 0 0 0 0.000
64 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
65 Gross FortisBC Monthly Peak 701 600 551 492 455 495 560 539 454 519 613 666 6643.700
66
67 Capacity Planning Load 701 600 551 492 455 495 560 539 454 519 613 666 6643.700

68 RATE    ($/MW-month)  / EXPENSE ($000)
69 BCH 3808 Rate 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52
70 BCH 3808 Capacity Charge $916 $847 $916 $796 $687 $907 $916 $916 $687 $877 $916 $793 10172.536
71 BRD Tailrace Capacity Charge $16 $11 $4 $9 $22 $22 $21 $13 $3 $3 $12 $17 152.569
72 0.000
73 Cominco Capacity Charge $1,001 $506 $0 $0 $0 $0 $0 $0 $0 $0 $423 $705 2635.513
74 CPC Capacity Charge $195 195.000
75 Total Capacity EXPENSE($000) $1,933 $1,363 $920 $805 $709 $929 $937 $929 $690 $880 $1,351 $1,711 13155.618
76
77 TOTAL POWER PURCH EXPENSE($000)
78 Surplus Revenues $0 $0 $0 $0 $0 ($76) ($977) $0 $0 $0 $0 $0 ‐1052.967
79 Export Wheeling Costs $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
80 Brilliant $2,823 $2,141 $1,999 $3,047 $3,081 $2,816 $3,081 $3,274 $2,279 $2,139 $2,164 $2,241 31083.146
81
82 BCH $4,393 $3,831 $3,874 $2,313 $1,546 $1,743 $2,112 $1,752 $2,210 $3,243 $4,092 $4,077 35188.037
83 BCH Excess/Unallocated Costs $0 $0 $1 $4 $11 $25 $43 $7 $5 $0 $0 $0 96.996
84 Call Option $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
85 Market Spot Purchase & Com Capacity $1,056 $506 $251 $0 $0 $0 $283 $1 $0 $0 $429 $900 3426.796
86 IPP $14 $11 $20 $17 $71 $62 $76 $17 $20 $14 $23 $23 367.302
87
88 Capital Projects ($43) ($65) ($75) ($26) ‐208.431
89 Special & Accounting Adjustments 0.000
90 Balancing Pool Adjustments $226 $769 $661 ($520) ($226) $57 ($20) ($848) ($283) ($424) ($158) $576 ‐189.217
91 ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐

92 TOTAL $8,469 $7,258 $6,741 $4,862 $4,483 $4,627 $4,599 $4,204 $4,231 $4,972 $6,475 $7,792 $68,711.661  
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1 2009 ANALYSIS OF FORECAST POWER PURCHASE EXPENSE
2    FOR THE YEAR ENDING DECEMBER 31, 2009 23‐Dec
3 2 3 4 5 6 7 8 9 10 11 12 13
4 JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV DEC TOTAL

5 ENERGY             GW.h Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

6 FortisBC 156 151 140 119 140 128 124 118 123 111 118 152 1580.649
7 Brilliant Base Plant 82 63 57 82 79 72 79 86 66 62 63 65 857.415
8 Brilliant Upgrade 1 ‐1 0 10 14 13 14 13 1 1 0 0 65.093
9 Brilliant Regulated 0 0 0 0 0 0 0 0 0 0 0 0 0.000

10 Cominco 0 0 0 0 0 0 0 0 0 0 0 0 0.000
11 Small Misc IPP Resource 1 0 1 1 3 2 3 1 1 1 1 1 13.000
12
13 Turbine Upgrades 0 0 0 0 0 0 0 0 0 0 0 0 0.000
14 0 0 0 0 0 0 0 0 0 0 0 0 0.000
15 CPC Loss, Wheeling & PPA Adjustments 0 0 0 0 0 0 0 0 0 0 0 0 0.000
16 DSM 2 2 2 2 2 2 2 2 2 2 2 2 25.192
17 City of Nelson Special Adjustment 0 0 0 0 0 0 0 0 0 0 0 0 0.000
18 Market Capacity ‐ ENERGY 5 1 10 0 0 1 8 1 0 0 1 0 27.315
19 Market Energy Purchase 16 13 4 0 0 0 0 0 0 0 8 10 51.785
20 BCH Purchase 134 121 127 85 48 53 52 61 85 116 134 139 1155.664
21 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
22 Gross Load 398 351 341 298 286 271 282 281 278 293 328 370 3776.113
23 Surplus 0 0 0 0 0 0 0 0 0 0 0 0 0.000

24 RATE       (Mills/kW.h) Pwr Pur =  2170.272

25 Surplus Rate 58.08 53.70 48.11 25.69 20.63 17.41 33.60 39.26 41.15 57.82 61.07 73.02
26 Brilliant Base Plant 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03 34.03
27 Brilliant Upgrade 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90 25.90
28 Brilliant Regulated 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25 28.25
29
30 Market Capacity ‐ ENERGY 80.32 74.49 61.69 56.30 45.65 47.77 94.80 115.57 84.12 73.68 84.44 100.38
31 Market Energy Purchase 58.08 53.70 48.11 25.69 20.63 17.41 33.60 39.26 41.15 57.82 61.07 73.02
32 BCH : Purchase 28.254      28.254      28.254      28.254      28.254      28.254      28.254      28.254      28.254      28.254      28.254      28.254     
33  IPP Rate 28.254      28.25        28.25        28.25        28.25        28.25        28.25        28.25        28.25        28.25        28.25        28.25       

34 ENERGY EXPENSE          ($000)
35 Surplus Revenue $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
36 Brilliant Base Plant $2,789 $2,146 $2,007 $2,785 $2,699 $2,459 $2,700 $2,931 $2,250 $2,120 $2,144 $2,215 29244.667
37 Brilliant Upgrade $18 ($17) ($11) $254 $360 $335 $360 $330 $25 $16 $8 $9 1685.909
38 Brilliant Regulated $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
39 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
40
41 IPP Costs $14 $11 $20 $17 $71 $62 $76 $17 $20 $14 $23 $23 367.302
42 BCH Purchase $3,794 $3,427 $3,595 $2,399 $1,360 $1,506 $1,480 $1,719 $2,406 $3,264 $3,788 $3,914 32652.137
43 Market Capacity ‐ ENERGY $417 $47 $615 $4 $0 $34 $767 $115 $0 $33 $101 $0 2133.397
44 Market Energy Purchase $958 $702 $183 $0 $0 $0 $0 $0 $0 $0 $519 $726 3086.397
45 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
46 $7,989 $6,317 $6,408 $5,458 $4,490 $4,396 $5,383 $5,112 $4,701 $5,447 $6,582 $6,886 69169.809   
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 JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV DEC TOTAL
47
48 CAPACITY         (MW)
49 FortisBC 202 199 181 183 187 178 188 203 200 194 193 208 2316.639
50 Brilliant Base Plant 123 123 87 117 106 100 106 115 119 119 123 123 1359.238
51 Brilliant Upgrade 20 20 20 20 20 20 20 20 20 20 20 20 238.000
52 Brilliant Tailrace Capacity 4 3 1 3 6 6 6 4 1 1 3 5 42.200
53 Cominco 0 0 0 0 0 0 0 0 0 0 0 0 0.000
54 Market Capacity 47 26 107 15 0 38 88 45 0 32 38 0 435.841
55 0 0 0 0 0 0 0 0 0 0 0 0 0.000
56 FortisBC DSM 5 4 4 4 4 3 3 3 4 4 4 5 45.400
57 0 0 0 0 0 0 0 0 0 0 0 0 0.000
58 Turbine Upgrades 0 0 0 0 0 0 0 0 0 0 0 0 0.000
59 Cominco Market Capacity 150 75 0 0 0 0 0 0 0 0 75 125 425.000
60 CPC Market Capacity 0 0 0 0 0 0 0 0 0 0 0 25 25.000
61 BCH : Billing Capacity 190 190 190 190 174 190 190 190 151 190 196 196 2236.754
62 BCH : Used for Load 190 190 190 190 174 190 190 190 151 190 196 196 2236.754
63 BCH : Excess Purch 0 0 0 0 0 0 0 0 0 0 0 0 0.000
64 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
65 Gross FortisBC Monthly Peak 741 640 591 532 495 535 600 579 494 559 653 706 7123.700
66
67 Capacity Planning Load 741 640 591 532 495 535 600 579 494 559 653 706 7123.700

68 RATE    ($/MW-month)  / EXPENSE ($000)
69 BCH 3808 Rate 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52 4820.52
70 BCH 3808 Capacity Charge $916 $916 $916 $916 $836 $916 $916 $916 $729 $916 $945 $945 10782.317
71 BRD Tailrace Capacity Charge $16 $11 $4 $9 $22 $22 $21 $13 $3 $3 $12 $17 152.569
72 0.000
73 Cominco Capacity Charge $1,001 $506 $0 $0 $0 $0 $0 $0 $0 $0 $423 $705 2635.513
74 CPC Capacity Charge $195 195.000
75 Total Capacity EXPENSE($000) $1,933 $1,433 $920 $925 $858 $938 $937 $929 $732 $919 $1,380 $1,863 13765.399
76
77 TOTAL POWER PURCH EXPENSE($000)
78 Surplus Revenues $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
79 Export Wheeling Costs $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
80 Brilliant $2,823 $2,141 $1,999 $3,047 $3,081 $2,816 $3,081 $3,274 $2,279 $2,139 $2,164 $2,241 31083.146
81
82 BCH $4,710 $4,343 $4,510 $3,315 $2,197 $2,421 $2,396 $2,635 $3,135 $4,180 $4,733 $4,859 43434.455
83 BCH Excess/Unallocated Costs $0 $0 $1 $4 $11 $25 $43 $7 $5 $0 $0 $0 96.996
84 Call Option $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0.000
85 Market Spot Purchase & Com Capacity $2,375 $1,255 $798 $4 $0 $34 $767 $115 $0 $33 $1,043 $1,626 8050.306
86 IPP $14 $11 $20 $17 $71 $62 $76 $17 $20 $14 $23 $23 367.302
87
88 Capital Projects ($43) ($65) ($75) ($26) ‐208.431
89 Special & Accounting Adjustments 0.000
90 Balancing Pool Adjustments $226 $769 $661 ($520) $113 $57 ($359) ($848) ($283) ($424) ($158) $576 ‐189.217
91 ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐ ‐‐‐‐‐

92 TOTAL $10,105 $8,518 $7,925 $5,867 $5,472 $5,415 $6,004 $5,201 $5,156 $5,942 $7,729 $9,299 $82,634.557  
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	FortisBC Evidence Dec 15 08
	FortisBC IR3 Responses - BC Hydro Application to Amend s2.1 of RS3808 PPA Dec 31 08
	FortisBC IR3 Responses to BCUC - BC Hydro Application to Amend s2 1 of RS3808 PPA
	1.0 Reference: Energy Price Exhibit No. C4-7, pp. 2-3Average Amount
	Q1.1 FortisBC states “First, it should be noted that the $45/MWh figure is an average amount”. Please explain what is meant by an average amount of $45/MWh.
	Q1.2 Confirm that FortisBC’s average rate to Nelson is $53.7/MWh.
	Q1.3 Nelson, in Exhibit C8-7, p. 7, states the if Nelson was supplied by BC Hydro on RS 1823 Nelson’s cost would be $44.6/MWh. Please confirm that Nelson’s cost would be $44.6/MWh.
	Q1.4 Can Nelson become a customer of BC Hydro? Please explain.
	Q1.5 If BC Hydro buys energy at $45/MWh and sells energy to FortisBC at $39.6/MWh then BC Hydro would net about  -$5.4/MWh or -$2 million. Please confirm.
	Q1.6 If FortisBC sells energy to Nelson at $53.7/MWh and buys energy from BC Hydro at $39.6/MWh then FortisBC would net about  +$14.1/MWh or +$5.4 million. 
	Q1.6.1 Please confirm that FortisBC would net about +$14.1/MWh.
	Q1.6.2 As FortisBC controls the timing of the sale, please explain when Nelson might be expected to sell energy above or below a spot price of $53.7/MWh.
	Q1.6.3 If these transactions which occur in real time are considered simultaneous, how would BC Hydro be expected to purchase energy at a price lower than that being sold by Nelson in the spot market? Please explain.

	Q1.7 FortisBC states “FortisBC believes that by making prudent buying decisions, BC Hydro could replace any requisite incremental energy at pri[c]es equivalent to, if not better than, the embedded cost price at which it would be selling energy to FortisBC under the PPA”.
	Q1.7.1 As FortisBC also purchases energy from other sources, please explain why FortisBC needs BC Hydro’s energy to facilitate the UMBRELLA AGREEMENT.
	Q1.7.2 As FortisBC also purchases energy from other sources, could FortisBC use the energy purchased from others to facilitate the UMBRELLA AGREEMENT. Please explain.
	Q1.7.3 Please explain if there are any risks associated with the real time transactions that can occur to the BC Hydro Ratepayers if BC Hydro cannot secure energy pricing at $45/MWh.
	Q1.7.4 Please estimate the magnitude of the risk in dollars that could occur to the BC Hydro Ratepayers if BC Hydro cannot secure energy pricing at $45/MWh.
	Q1.7.5 Please explain if either FortisBC or Nelson could incur similar risks using BC Hydro PPA energy. 
	Q1.7.6 Considering the risk, and the return, why should BC Hydro ratepayers assume this risk? Please explain.
	Q1.7.7 Please explain what risks FortisBC or Nelson could incur if FortisBC supplied energy purchased from others. 

	Q1.8 FortisBC states “FortisBC does not believe that the long-term cost of new supply, used by BC Hydro to estimate its “opportunity cost” of providing replacement energy (see BC Hydro response to Commission IR 1.7.1.1), is a realistic proxy. FortisBC believes it is more appropriate to use the forecast cost of non-firm energy, since non-firm energy more closely resembles the energy BC Hydro might require to replace any energy exported by FortisBC customers”.
	Q1.8.1 Please provide that same calculations using the cost of non-firm energy as found in Order G-43-08, the 2008 Standing Offer Program. The table below is from G-43-08.


	2.0 Reference: Umbrella Agreement for Short-Term Firm or Non-Firm Point to Point Transmission Service Agreement dated April 18, 2008Exhibit No. C4-3 
	3.0 Reference: Umbrella Agreement Exhibit No. A-7, FortisBC August 14 Response, p. 5Other Sources of Power
	4.0 Reference: Nelson Supply AgreementExhibit No. C4-7, ATTACHMENT 3
	Q4.1 Please provide an explanation of how nelson can export power under this supply agreement.
	Q4.2 As FortisBC is a customer of BC Hydro, did FortisBC advise BC Hydro of Nelson Hydro’s intention to export power?

	5.0 Reference: Arbitrage Exhibit No. C4-7, p.1Heritage Energy
	Q5.1 Considering that FortisBC controls the timing of the exported energy and FortisBC wishes to determine how that energy is to be made up, is FortisBC effectively exporting this energy?
	Q5.2 Does FortisBC consider that heritage energy should form a part of this energy make up? Please explain.


	FortisBC IR3 Responses to BC Hydro - BC Hydro Application to Amend s2 1 of RS3808 PPA
	1.0 Reference: Exhibit C4-3, Power Coordination Agreement (PCA) between FortisBC and the City of Nelson dated as of May 14, 2008
	Q1.1 Please confirm that FortisBC was approached prior to 2007 by a customer or customers with self-generation in connection with requests for replacement power to serve the customers’ needs so that the customer or customers could export their self-generated power.  Please explain why prior to May 2008 FortisBC did not agree to any such requests.
	Q1.2 Please explain why in 2008 FortisBC decided to agree to sell increased power to customers with self-generating facilities while those customers are exporting their self-generation not in excess of their loads.  
	Q1.3 Does FortisBC consider that the principles of BCUC Orders No. G-38-01 and G-17-02 should not apply in FortisBC’s service area?  If not, what is different about FortisBC, its customers and/or its service area that renders the principles irrelevant?  Does FortisBC agree that it could have sought an order from the BCUC under section 28(3) of the Utilities Commission Act relieving FortisBC from the obligation to provide replacement power to the City of Nelson and/or Zellstoff Celgar? 
	Q1.4 Did FortisBC ask BC Hydro whether it would have any concerns about the proposed arrangements to allow customers with self-generation to export power while relying on increased energy purchases under the PPA to provide replacement energy to serve load?
	Q1.5 Did FortisBC consider whether the increased power flows resulting from the new arrangements with the City of Nelson and Zellstoff Celgar would be planning and/or operating information that BC Hydro would reasonably require (under section 5.1 of the RS3808 Power Purchase Agreement (PPA)) for the timely and efficient performance of its obligations under the PPA?  If not, why not?

	2.0 References: Exhibit C8-7 at page 15 “At that time there was no FortisBC opposition to our initiative, only the caveat that FortisBC’s customers should be, as a minimum, held harmless as a result of our activities.”Exhibit C4-3, PCA section 2.8(a)
	Q2.1 Please confirm that FortisBC believes that it and its customers should be, as a minimum, held harmless as a result of the City of Nelson’s export activities. 
	Q2.2 Please explain how the PCA ensures that the City of Nelson’s exports do not occur in a manner that would harm FortisBC or its customers.
	Q2.3 Does FortisBC agree that it is a customer of BC Hydro pursuant to the PPA, and that the City of Nelson and Zellstoff Celgar are indirect beneficiaries of low cost PPA power? 
	Q2.4 Does FortisBC agree that BC Hydro’s direct customers, and FortisBC customer who are indirect beneficiaries of low cost PPA power, should also be held harmless as a result of the export activities of FortisBC’s customers with self generation?  If not, why not?
	Q2.5 Is FortisBC concerned about increases in the rates it pays for the energy it purchases from BC Hydro under the PPA? 
	Q2.6 Does FortisBC agree that if BC Hydro incurs incremental costs because of the export activities of FortisBC’s customers with self generation, then those costs should be recovered from BC Hydro’s customers?  If not, why not?
	Q2.7 Does FortisBC agree that if BC Hydro incurs incremental costs because of the export activities of FortisBC’s customers with self generation, then BC Hydro would need to either increase its rates, including the RS 3808 rates, or maintain its rates higher than they would otherwise be?  If not, why not?
	Q2.8 Does FortisBC agree that if BC Hydro incurs incremental costs because of the export activities of FortisBC’s customers with self generation, then those export activities would harm the customers of both BC Hydro and FortisBC?  If not, why not? 
	Q2.9 Does FortisBC consider that any customer of BC Hydro or FortisBC that has its own generation should be able to do what the City of Nelson is currently permitted to do under the PCA?
	Q2.10 Does FortisBC agree that it would profit from the arbitrage activities of the City of Nelson and Zellstoff Celgar as described in BC Hydro’s response to BCUC IR 1.5.3 (Exhibit B-5)?  If not, why not?  Would FortisBC also profit from the charges for transmission wheeling and ancillary services?  Do FortisBC’s current rates reflect the incremental revenues it is receiving from the City of Nelson?
	Q2.11 If FortisBC would profit from the arbitrage activities of the City of Nelson and/or Zelstroff Celgar, how would this profit be distributed between: 1) FortisBC Ratepayers, and 2) FortisBC Shareholders?
	Q2.12  If FortisBC where to acquire additional rate-base assets to serve additional customer loads, please provide a forecast of the regulated rate of return on equity that FortisBC shareholders would realize.
	Q2.13 If arbitrage exports were to fully utilize the PPA energy available under the 200 MW PPA capacity limit, would FortisBC then serve its incremental load growth via investments in rate-base assets?

	3.0 Reference: Exhibit C4-7 at page 1, Background.  FortisBC states that “British Columbia Hydro and Power Authority (“BC Hydro”) alleges that the export activities of certain FortisBC customers who have self-generation capabilities will oblige BC Hydro to provide incremental energy to FortisBC pursuant to the PPA, at embedded cost rates, to replace the exported energy.” [emphasis added]  
	Q3.1 Is FortisBC implying that it believes that BC Hydro would not have to provide incremental energy to FortisBC under the PPA at embedded cost rates to replace the energy that is exported by the City of Nelson not in excess of its load?  If so, please explain the basis for FortisBC’s understanding.  If not, what is the statement meant to imply?
	Q3.2 How many FortisBC customers have their own on site generating facilities (including the City of Nelson and Zellstoff Celgar)?  What is the total nameplate capacity of those generating facilities? 
	Q3.3 Has FortisBC been approached by any other customers with self-generation (other than the City of Nelson and Zellstoff Celgar) in connection with the possible export of all or a portion of their self-generation?  What is the potential amount (in MWh/year) of increased load to FortisBC if all of its customers with self-generating facilities export all of their self-generated power?  If any other FortisBC customers with self-generation were to request additional service for the purpose of exporting their self-generation, does FortisBC believe it has the discretion to deny such service?  If so, why and under what circumstances?

	4.0 References: Exhibit B-5, the response to BCUC IR 1.7.1.1
	Exhibit B-9, the response to BCOAPO IR 2.3.2
	Exhibit C4-7 at page 2, (a) Cost to BC Hydro of replacement energy.  FortisBC states that it does not believe that BC Hydro’s long-term cost of new supply is a realistic proxy for BC Hydro’s opportunity cost of providing replacement energy.  
	Attached is Ministerial Order M271 issued on November 7, 2008 (DSM Regulation).  Section 4(3) of the DSM Regulation states that “in determining whether a demand-side measure of a bulk electricity purchaser is cost-effective, the commission must consider the benefit of the avoided supply cost to be the authority’s long-term marginal cost of acquiring new electricity to replace the electricity sold to the bulk electricity purchaser and not the bulk electricity purchaser’s cost of purchasing electricity from the authority”.
	Q4.1 Please confirm that under the DSM Regulation “the authority” refers to BC Hydro, and that FortisBC is a “bulk electricity purchaser”.
	Q4.2 Please confirm that under subsection 4(3) of the DSM Regulation, BC Hydro’s long-term marginal cost of acquiring new electricity, rather than the actual price FortisBC pays for energy purchases from BC Hydro, is to be used when the BCUC and FortisBC are evaluating FortisBC’s DSM programs as to their cost effectiveness.  If not confirmed, please explain why not. 
	Q4.3 Does FortisBC accept that BC Hydro’s long-term marginal cost of acquiring new electricity is prescribed by subsection 4(3) of the DSM Regulation to be the avoided supply cost because increased purchases by FortisBC under the PPA may require BC Hydro to acquire new resources at its long-term marginal cost of acquiring new electricity?  If not, why not?

	5.0 References: Exhibit C4-4 at page 2, FortisBC response to BCUC IR 3
	Exhibit C4-7 at page 2, (a) Cost to BC Hydro of replacement energy.  FortisBC states that it is more appropriate to use the forecast cost of non-firm energy, since non-firm energy more closely resembles the energy BC Hydro might require to replace any exported by FortisBC customers.   FortisBC also states BC Hydro has confirmed that City of Nelson exports do not change the magnitude of the capacity reservation held by BC Hydro on its system.
	Q5.1 Please confirm that under sections 8.1 and 8.2 of the PPA, FortisBC is required to preschedule its energy requirements, and that under section 8.3 of the PPA any requirements that exceed the amount prescheduled for any hour shall be considered “Excess Energy” for that hour, and shall be subject to an increased energy charge.
	Q5.2 Please confirm that the majority of the replacement power ForitsBC would provide to the City of Nelson and/or Zellstoff Celgar would be from increased purchases under the PPA.  If not confirmed, please explain.  
	Q5.3 Please confirm that section 6.1 of the PPA states that, BC Hydro shall “subject to Section 2.1, deliver energy to [FortisBC] with associated capacity at all times and such capacity shall be used in the determination of billing demand.  [FortisBC] shall not take delivery of energy without associated capacity.”  Please confirm that all energy FortisBC purchases from BC Hydro under the PPA includes the associated capacity at all times.
	Q5.4 Does FortisBC believe that the energy it purchases from BC Hydro under the PPA, including energy it purchases to provide replacement energy to customers exporting self-generated power, is or can be non-firm or “capacity free”?  If so, please explain.
	Q5.5 If FortisBC believes the energy it purchases from BC Hydro to provide replacement energy to the City of Nelson is non-firm, then does FortisBC agree that BC Hydro should only be obligated to provide such energy as and when available and so long as there is no financial loss to BC Hydro?
	Q5.6 Please confirm that there is no BC Hydro tariff or rate schedule under which FortisBC may purchase non-firm energy from BC Hydro.  If not confirmed, please explain. 
	Q5.7 Does FortisBC provide non-firm energy to the City of Nelson under the Agreement for the Supply of Electricity Wholesale Service dated November 1, 2004?  
	Q5.8 Please confirm that section 2.6 of the PCA provides that any and all power purchased pursuant to the PCA shall be used to serve the City of Nelson’s load.  Does FortisBC provide non-firm energy to the City of Nelson under the PCA to serve the City of Nelson’s load?
	Q5.9 Does FortisBC agree that if it increases its purchases from BC Hydro under the PPA to provide increased, replacement power to exporting customers with self generation, it would purchase more capacity and energy (and BC Hydro would have to accordingly provide more capacity and energy) than it would otherwise?
	Q5.10 Please provide further explanation why the cost of non-firm energy is an appropriate proxy for the cost BC Hydro would incur to supply firm energy and capacity to FortisBC for the purpose of serving FortisBC’s and the City of Nelson’s service area load.

	6.0 Reference: Exhibit C4-7 at page 2, (c) FortisBC’s calculation (before adjustment).  FortisBC references the mid-forecast of $45/MWh from BC Hydro’s 2008 LTAP Application.  
	Q6.1 Please confirm that the $45/MWh value is the annual, average hourly price for energy only and does not include transmission costs.
	Q6.2 The City of Nelson states in Exhibit C8-7 at page 7 that its load factor is “quite low”.  Please confirm that the City of Nelson’s load factor would be approximately 50 per cent assuming energy sales and purchase of replacement power from FortisBC.  
	Q6.3 Does FortisBC contend that the annual, average hourly price is the appropriate cost to serve the City of Nelson’s load shape?  Does FortisBC contend that the annual, average hourly price at Mid-C is representative of the cost BC Hydro would actually incur to indirectly supply replacement power to serve the City of Nelson’s load?  
	Q6.4 Does FortisBC contend that BC Hydro could import energy from Mid-C to provide incremental power to FortisBC under the PPA which FortisBC in turn provides to the City of Nelson as replacement power, while at the same time the City of Nelson exports to Mid-C using the services of NorthPoint, and that all parties involved in the series of transactions would make a profit?
	Q6.5 If the analysis outlined in Exhibit C4-7 is correct, then why would FortisBC, the City of Nelson and/or Zellstoff Celgar need to include BC Hydro and the PPA in the transaction?  Why would FortisBC not purchase from Mid-C directly and provide the replacement power to the City of Nelson/Zellstoff Celgar without relying on PPA purchases?  Why does the arbitrage transaction need to involve BC Hydro at all?  
	Q6.6 Please provide a calculation similar to that presented in Exhibit C4-7, but assuming FortisBC buys at Mid-C the energy necessary to provide the replacement energy to the City of Nelson and Zellstoff Celgar, and without any involvement of BC Hydro or the PPA.  Please explain whether FortisBC would profit from the transactions.  If not, please explain what is missing from the analysis in Exhibit C4-7. 

	7.0 Reference: Exhibit C4-7 at page 2, (d)(i) market trading efficiency factor
	Q7.1 Please confirm that FortisBC meant that “Powerex” is generally regarded as one of the most skilled and accomplished energy traders in North America, and that the reference to “BC Hydro” is not correct.
	Q7.2 Please provide any supporting evidence FortisBC has to justify the assertion that Powerex can achieve a 10 per cent efficiency advantage over the annual, average hourly price of energy forecast as described in section 4.4.1 of the 2008 LTAP (attached to Exhibit C4-7).
	Q7.3 Why does the FortisBC evidence attribute no cost to the alleged market trading efficiency benefit?
	Q7.4 Does FortisBC assert that BC Hydro should use the limited capability of the system to import economic energy, to benefit customers with self-generation that wish to arbitrage embedded cost-based rates (such as the City of Nelson and Zellstoff Celgar) rather than using that capability for the benefit of all of BC Hydro’s customers (including FortisBC’s customers indirectly)?  Does FortisBC assume that BC Hydro does not already use the full capability of the system to import economic energy for the benefit of all of its customers?  If so, please provide a detailed explanation of the basis for the assumption. 

	8.0 Reference: None.
	Q8.1 Please provide any documentation FortisBC has that demonstrates BC Hydro or the BCUC knew or ought to have known in 1993 that FortisBC would seek to purchase energy under the PPA to serve customers with self generation while the customers export energy not in excess of their load.
	Q8.2 Please reference all passages in the BCUC’s April 1993 decision regarding the PPA that indicate the intent of the PPA was to allow FortisBC to take energy under the PPA to serve a customer that is exporting its own generation.
	Q8.3 Please reference any provisions in the PPA that expressly permit FortisBC to take energy under the PPA for the purpose of providing replacement power to a customer that is exporting its own generation not in excess of its load.
	Q8.4 Please provide copies of FortisBC’s bills to the City of Nelson for August and September, 2008 for purchases under the PCA, purchases under the Agreement for the Supply of Electricity Wholesale Service between the City of Nelson and FortisBC dated as of November 1, 2004, and charges under the Umbrella Agreement.
	Q8.5 Please provide copies of sample ETAGS in connection with the City of Nelson wheeling its energy through the FortisBC transmission system.
	Q8.6 Now that FortisBC has customers purchasing transmission wheeling services, does FortisBC plan to develop an open access same-time information system (or OASIS)?  If not, why not? 


	FortisBC IR3 Responses to CEC - BC Hydro Application to Amend s2 1 of RS3808 PPA
	1.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008
	The FortisBC evidence at page 1 summarizes that (a) BC Hydro may not necessarily incur any material (opportunity cost) in connection with its provision of incremental energy under the PPA to replace energy exported by FortisBC’s customers; and (b) BC Hydro may be able to earn a profit from its provision of any such incremental energy.
	Q1.1 In the event that FortisBC’s assumptions are incorrect and BC Hydro’s assumptions are correct, does FortisBC believe that BC Hydro and its ratepayers should bear the risk of losses as forecasted by BC Hydro?  If so, why?
	Q1.2 In the event the Commission determines that BC Hydro’s forecasts are reasonable and the best evidence, would FortisBC then accept that it would be appropriate in the interest of BC Hydro’s ratepayers that the Commission approve the amendment to Section 2.1 of the PPA?  If not, why not?
	Q1.3 Would FortisBC accept an amendment to the PPA which mitigates the risk to BC Hydro such that if their predictions prove accurate and there is a loss to BC Hydro which is to be made up by BC Hydro’s ratepayers other than FortisBC and its customers and that loss can be demonstrated that the los should be made up by FortisBC and/or FortisBC’s customers who caused the loss?  If not, please explain why BC Hydro and its ratepayers should bear this cost should it arise?

	2.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Determination of Loss or Profit)
	(Exhibit C4-7, Page 1)
	In challenging the BC Hydro estimate of its “opportunity costs” loss;
	Q2.1 Does FortisBC agree that the potential for BC Hydro and its customers to incur a loss is relevant in this proceeding?
	Q2.2 Does FortisBC propose that if BC Hydro and its customers are found to have incurred a profit that there is therefore no need to amend the PPA between BC Hydro and FortisBC?
	Q2.3 Does FortisBC agree that if BC Hydro and its customers are found to have incurred a loss that this would constitute a base reason for having the PPA between BC Hydro and FortisBC amended?

	3.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Cost of Energy to BC Hydro)
	(Exhibit C4-7, Page 2)
	Q3.1 Does FortisBC agree that it has supplied replacement energy to enable the City of Nelson to enter into export transactions?
	Q3.2 Does FortisBC believe that the firmness or non-firmness of power in anyway affects its obligations under the FortisBC Power Purchase Agreement with BC Hydro to avoid exporting the purchased power?
	Q3.3 Does FortisBC believe that the City of Nelson is restricted, in any way under FortisBC’s Power Supply Agreement with the City of Nelson, from establishing export transactions, which might require firm service?
	Q3.4 Does FortisBC believe that the City of Nelson export transactions could occur in such a manner and at such times as to require capacity from BC Hydro?
	Q3.5 Does FortisBC acknowledge that BC Hydro has been a net purchaser of power from the electricity spot market for a number of years?
	Q3.6 Does FortisBC acknowledge that BC Hydro has an obligation to purchase power at the lowest cost available for its customers?  
	Q3.7 Does FortisBC acknowledge that BC Hydro has constraints and limitations on when it can buy power from the spot market particularly in the freshet season?
	Q3.8 Does FortisBC acknowledge that the electricity spot markets are not infinite and that supply at a particular price is not necessarily available to everyone who may want supply at a particular time, because supply and demand in the market will affect the prices significantly?
	Q3.9 Does FortisBC acknowledge that BC Hydro has multi-year storage capability and that it can and does purchase for its customers much of the low cost supply available from the electricity spot markets?
	Q3.10 Does FortisBC acknowledge that BC Hydro subsidiary Powerex trades electricity on the electricity spot markets generating a benefit for BC Hydro customers in the form of trade income, and that this may involve Powerex buying low cost power from the electricity spot markets and reselling it to the electricity spot markets at a later date and potentially at higher prices than it aid for the power?
	Q3.11 Does FortisBC acknowledge that the electricity price forecasts it references in the BC Hydro 2008 LTAP may not be actual prices available to a buyer at some point in the future?
	Q3.12 Does FortisBC acknowledge that the electricity spot market prices it suggests are the BC Hydro marginal cost are available to FortisBC and to the City of Nelson as well?
	Q3.13 Would FortisBC agree to avoid taking power from BC Hydro to enable the City of Nelson export transactions and instead supply all of the power itself from its own purchases from the electricity spot markets and if not why not?
	Q3.14 Would FortisBC agree that whenever it is supplying power to the City of Nelson to enable the City of Nelson export transactions it would take the power from BC Hydro at the electricity spot market prices and not under RS3808 and if not why not?
	Q3.15 What does FortisBC understand to be the difference in quality and nature between the supply the City of Nelson is planning on using to support its export transactions, and obtaining from FortisBC and BC Hydro, versus the electricity spot market supply FortisBC is proposing would be BC Hydro’s marginal source of supply?
	Q3.16 Does FortisBC believe that the City of Nelson would purchase supply from the electricity spot markets to support its export transactions and if not why not?  

	4.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Price of Power Purchase by Fortis from BC Hydro)
	(Exhibit C4-7, Page 2)
	Q4.1 In the first part of the FortisBC evidence the proposition is made that the comparable energy is non-firm energy, so why does FortisBC include capacity values in the price of power purchased by FortisBC from BC Hydro under the PPA?
	Q4.2 BC Hydro has argued that there is a capacity affect of the proposed export transactions of FortisBC customers, so is FortisBC in effect endorsing the BC Hydro position when it adopts the combined energy and capacity values in its calculation of the price of power?

	5.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Adjustments)
	(Exhibit C4-7, Page 2 & 3)
	Q5.1 Does FortisBC believe that it could make prudent buying decision to replace, from the spot electricity market, the requisite incremental energy at prices equivalent to, if not better than, the embedded cost price at which it buys energy from BC Hydro under the PPA, if not why not?
	Q5.2 Does FortisBC accept that BC Hydro may already be taking and or planning to take the energy from the electricity spot market when it is available at prices below the average $45 MWh and for an additional marginal purchase the only energy available may be at higher prices than the average, if not why not?
	Q5.3 Does FortisBC have any evidence that BC Hydro and or Powerex are consistently day in and day out throughout the year not already taking or planning to take energy from the spot electricity market when the price is below $45 MWh?
	Q5.4 Does FortisBC have any evidence that there is a consistent and regular daily availability throughout the year of spot electricity market energy at prices below $45 MWh? 
	Q5.5 In anticipating price increases for energy FortisBC refers to 2008 and 2009, are these calendar years or BC Hydro fiscal years?
	Q5.6 What is the basis for anticipating BC Hydro rate increases of 7%?
	Q5.7 As BC Hydro has forecast some significant price increases over the next several years in its LTAP forecasts but the forecast average price in its market assessment is below $50 MWh until about 2019, would FortisBC forego its ability to make purchases under the PPA when and if the BC Hydro price crosses over and becomes higher than the average spot electricity market price?

	6.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Provision of Operating Information)
	(Exhibit C4-7, Page 3)
	Q6.1 Does FortisBC have any evidence that BC Hydro is inadvertently reserving more capacity on the BC Hydro system than is necessary to meet its obligations under the PPA?
	Q6.2 Does FortisBC believe there is a possibility that BC Hydro is inadvertently reserving more capacity on the BC Hydro system than is necessary to meet its obligations under the PPA, and if so why?
	Q6.3 Does FortisBC have an estimate of how much capacity BC Hydro may be unnecessarily reserving on the BC Hydro system?

	7.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (PPA prohibition on Export)
	(Exhibit B-5, BCUC 1.4.2)
	Q7.1 Does FortisBC agree that the energy it purchased from BC Hydro to supply to the City of Nelson to enable its May and June 2008 export transactions was not:
	Q7.2 Does FortisBC agree that the energy it purchased from BC Hydro to supply the City of Nelson to enable its May and June 2008 export transactions left the FortisBC service area?
	Q7.3 Does FortisBC agree that, if the energy it purchased from BC Hydro to supply the City of Nelson to enable its May and June 2008 export transactions had not been supplied by BC Hydro, the City of Nelson export transaction could not have proceeded?
	Q7.4 Does FortisBC agree that, if the energy it purchased from BC Hydro to supply the City of Nelson to enable its May and June 2008 export transactions had not been supplied by BC Hydro, the City of Nelson export transaction could only have proceeded if FortisBC had found another source of supply for the City of Nelson? 

	8.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Wheeling & Ancillary Services)
	(Exhibit B-5, BCUC 1.5.1)
	Q8.1 Has FortisBC supplied the wheeling over the FortisBC transmission system under the FortisBC WTS tariff to enable to City of Nelson export transactions?
	Q8.2 Has FortisBC supplied the City of Nelson or Northpoint with any ancillary services to enable the City of Nelson export transactions?
	Q8.3 Does FortisBC agree that all other tings being equal the energy purchased by FortisBC from BC Hydro has been subsequently routed over FortisBC transmission lines for export leaving the FortisBC service area?

	9.0 Reference:  Intervenor Evidence filed by FortisBC on December 15, 2008 (Arbitrage of Embedded Cost Power)
	(Exhibit B-5, BCUC 1.10.3) 
	Q9.1 Does FortisBC believe that its customers in principle should be permitted to arbitrage between the embedded cost of BC Hydro utility service and market prices?
	Q9.2 Does FortisBC believe that its customers in principle should be permitted to arbitrage between the embedded cost of FortisBC utility service and market prices?


	FortisBC IR3 Responses to BCOAPO et al. - BC Hydro Application to Amend s2 1 of RS3808 PPA
	1.0 Reference: Exhibit C4-7, page 3Exhibit B-1, page 4
	Preamble: A key concern underlying BC Hydro’s Application appears to be that it will incur a loss if required to provide incremental energy to FortisBC (for the purpose of supporting export activities of FortisBC’s customers).  
	Q1.1 Does FortisBC agree that this is a legitimate concern?
	Q1.2 Please confirm that it is FortisBC’s position that BC Hydro will not incur a financial loss if required to provide energy to FortisBC for purposes of supporting export activities of FortisBC’s customers.
	Q1.3 If the facts were such that BC Hydro would incur a financial loss, what are FortisBC’s views as to whether or not the associated sales to FortisBC should be permitted to take place?

	2.0 Exhibit C4-7, Attachment 2
	Q2.1 Please confirm that Attachment 2 reflects FortisBC’s 2009 forecast purchase power expense assuming the incremental sales to the City of Nelson and Zellstoff Celgar (to support their “export sales”).
	Q2.2 If yes, please provide a revised version of Attachment 2, assuming no “export sales” by the City of Nelson and Zellstoff Celgar.
	Q2.3 If no, please provide a revised version of Attachment 2, assuming incremental “export sales” by the City of Nelson and Zellstoff Celgar.
	Q2.4 For each month in 2009 please breakdown the total sales to the City of Nelson and Zellstoff Celgar (made in support of “exports”) as between Heavy Load and Light Load Hours (as defined in the PPA – BCUC IR 1.4.1, Attachment 1).

	3.0 Exhibit C4-7, page 2
	Q3.1 In determining BC Hydro’s cost of replacement energy, FortisBC assumes a price equivalent to that for non-firm energy on the basis that exports by FortisBC’s customers will not change the magnitude of the capacity reservation held by BC Hydro.  This assumes that BC Hydro bases its firm supply obligations on the “capacity reservation” it has for FortisBC.  
	Q3.1a Does this same view hold if BC Hydro bases its firm supply obligations on a “forecast” of FortisBC’s anticipated supply requirements?
	Q3.1b If BC Hydro bases its firm supply obligations on a forecast of anticipated sales to FortisBC (up to the limits specified in the PPA), what – in FortisBC’s view – is the appropriate reference price to use for replacement energy?




	Final Argument



