Reply Attention of:
Direct Dial Number:
Email Address:

Nicholas T. Hooge
(604) 661-9391
nhooge@farris.com

Our File No.: 05497-0245

October 20, 2017

BY ELECTRONIC FILING
British Columbia Utilities Commission
6th Floor, 900 Howe Street
Vancouver, BC V6Z 2N3
Attention:

Patrick Wruck, Commission Secretary and Manager, Regulatory Support

Dear Sirs/Mesdames:
Re:

FortisBC Inc. 2016 Long Term Electric Resource Plan &
Long Term Demand Side Management Plan (BCUC
Project No. 3698896)

Please find enclosed for filing the Final Argument of FortisBC Inc., dated October 20, 2017, with
respect to the above-noted matter.
Yours truly,
FARRIS, VAUGHAN, WILLS & MURPHY LLP
Per:
Nicholas T. Hooge

NTH/bd
Enclosure
c.c.:
client
All Registered Interveners

BRITISH COLUMBIA UTILITIES COMMISSION

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, chapter 473

and
FortisBC Inc.’s 2016 Long Term Electric Resource Plan and
2016 Long Term Demand Side Management Plan

FINAL ARGUMENT OF FORTISBC INC.
October 20, 2017

FortisBC Inc.
Regulatory Affairs Department
16705 Fraser Highway
Surrey, BC V4N 0E8
Telephone: (604) 576-7349
Facsimile: (604) 576-7074

Counsel for FortisBC Inc.
Farris, Vaughan, Wills & Murphy LLP
2500 – 700 West Georgia Street
Vancouver, BC V7Y 1B3
Telephone: (604) 661-1722
Facsimile: (604) 661-9349

Diane Roy,
Vice President, Regulatory Affairs

Nicholas T. Hooge

-i-

TABLE OF CONTENTS
PART 1 - INTRODUCTION ........................................................................................................1
A.

Overview ........................................................................................................................1

B.

Orders Being Sought .....................................................................................................2

C.

Regulatory Context .......................................................................................................2

D.

Contents of this Final Argument .................................................................................4

PART 2 - LEGAL AND REGULATORY FRAMEWORK ......................................................4
A.

Requirements under section 44.1(2) of the UCA ........................................................4

B.

Public Interest Considerations under ss. 44.1(6) and (8) of the UCA ......................6

C.

The Commission’s Resource Planning Guidelines ...................................................11

PART 3 - THE LTERP SATISFIES THE REQUIREMENTS UNDER S.
44.1(2) OF THE UCA ......................................................................................................12
A.

B.

C.

Gross (pre-DSM) Demand Forecast: UCA, s. 44.1(2)(a) .........................................12
i.

Summary of FBC’s Pre-DSM Load Forecasts.................................................12

ii.

Monte Carlo Simulation and Alternative Load Scenarios ...............................14

iii.

FBC’s Load Resource Balance ........................................................................16

FBC’s LT DSM Plan and Load Forecast Net of DSM Savings:
UCA, ss. 44.1(2)(b)-(c).................................................................................................17
i.

Summary of FBC’s LT DSM Plan ....................................................................17

ii.

Eligibility of Self-Generation Customers for DSM Programs
and Incentives ..................................................................................................21

iii.

Fuel Switching .................................................................................................23

iv.

Average versus Marginal Line Losses .............................................................25

v.

Load Forecast Net of DSM Savings .................................................................26

New Supply Side Resources and Facilities: UCA, ss. 40.1(2)(d)-(e) .......................28
i.

The Commission’s Portfolio Analysis Guidelines............................................28

ii.

Resource Options .............................................................................................29

iii.

Distributed Generation ....................................................................................30

iv.

Self-Generator Supply ......................................................................................33

v.

Solar Generation ..............................................................................................33

- ii -

D.

E.

vi.

Development of Alternative Resource Portfolios .............................................34

vii.

LRMC Estimates ..............................................................................................36

viii.

The Selection of the Preferred Portfolio ..........................................................38

ix.

Transmission System Reinforcements ..............................................................40

Why New Supply Resources are not being Replaced with DSM:
UCA, s. 44.1(2)(f) .........................................................................................................41
i.

The Proper Legislative Context .......................................................................41

ii.

FBC’s Explanation is Reasonable and Should be Accepted ............................43

iii.

Jurisdictional Comparison...............................................................................46

iv.

DSM Reliability Issues .....................................................................................49

v.

DSM versus System Reinforcement ..................................................................50

Other Information Required by the Commission: UCA, s.
44.1(2)(g) ......................................................................................................................52

PART 4 - PUBLIC INTEREST CONSIDERATIONS ............................................................52
A.

UCA, s. 44.1(6) & (8) ...................................................................................................52

B.

The Section 44.1(8) Criteria Support Acceptance of the LTERP...........................53
i.

Applicable BC Energy Objectives: UCA, s. 44.1(8)(a) ...................................53

ii.

Requirements under ss. 6 and 19 of the CEA: UCA, s.
44.1(8)(b) .........................................................................................................54

iii.

Adequate and Cost Effective DSM Measures: UCA, s.
44.1(8)(c) .........................................................................................................55

iv.

The Interests of FBC’s Present and Future Rate Payers ................................58

C.

The LTERP and LT DSM Plan are in the Public Interest ......................................60

D.

Partial Acceptance of the LTERP is Not Appropriate or
Warranted ....................................................................................................................61

PART 5 - OTHER ISSUES RAISED IN THE PROCEEDING ..............................................62
A.

Adequacy of the Action Plan ......................................................................................62

B.

Timing of FBC’s Next Long Term Resource Plan ...................................................64

C.

Rescinding RS 90 .........................................................................................................64

PART 6 - CONCLUSION ...........................................................................................................65

-1-

PART 1 - INTRODUCTION
A. Overview
1.

FortisBC Inc. (FBC) filed its 2016 Long Term Electric Resource Plan (LTERP) and
Long Term Demand Side Management Plan (LT DSM Plan) with the British
Columbia Utilities Commission (BCUC or the Commission) on November 30, 2016
pursuant to section 44.1(2) of the Utilities Commission Act, R.S.B.C. 1996 (the UCA).
The LTERP and LT DSM Plan were filed in this proceeding as Exhibit B-1, Volumes
1 and 2, respectively. The LT DSM Plan is filed pursuant to s. 44.1(2)(b) of the UCA
and is a component of the broader LTERP. Unless otherwise stated, or the context
otherwise requires, references to the “LTERP” in this Final Argument should be read
as including the LT DSM Plan.

2.

FBC respectfully requests that the Commission accept the LTERP under section
44.1(6) of the UCA.

The LTERP provides a comprehensive long term plan for

meeting the forecast peak demand and energy requirements of FBC’s customers with
demand-side and supply-side resources over the 20-year planning horizon from 2016
to 2035. The LTERP was developed pursuant to a thorough internal planning process
at FBC, together with a robust consultation process with customers and other
stakeholders, including First Nations.
3.

The product of these processes is, in our submission, a reasoned and detailed plan for
long term resource acquisition that, when implemented, will achieve the LTERP’s
objectives of: ensuring cost-effective, secure and reliable power for customers;
providing cost-effective demand-side management (DSM); and, ensuring consistency
with provincial energy objectives.1 The LTERP’s objectives are, in turn, consistent
with the Commission’s mandate in assessing long term resource plans, as stated in its
decision regarding FBC’s 2012 Long Term Resource Plan (2012 LTRP):

1

Ex. B-1, Vol. 1, p. 5.

-2The Commission’s mandate in assessing the resource plans of energy
utilities is intended to assure the cost-effective delivery of secure and
reliable energy services in a manner congruent with British Columbia’s
energy objectives.2
4.

For the reasons explained in the balance of this Final Argument, FBC submits that the
LTERP complies with all applicable legislative and regulatory requirements and that
carrying out the plan would be in the public interest.

B. Orders Being Sought
5.

As set out in the draft final order at Appendix M-2 of Exhibit B-1, Volume 1, the
primary order FBC seeks in this proceeding is the Commission’s acceptance of the
LTERP, including the LT DSM Plan, under section 44.1(6)(a) of the UCA.

6.

FBC notes that it is not seeking any specific approvals for any potential resource
acquisitions or other projects identified within the LTERP. Any such acquisitions or
projects would be brought forward and evaluated pursuant to separate Commission
processes (if warranted under the UCA), which would allow for more focused review
based on the circumstances present at the time.

7.

FBC is also seeking an ancillary order, in relation to the LT DSM Plan: that the
Commission consent to Rate Schedule (RS) 90 – Demand Side Management Service
being rescinded from FBC’s Electric Tariff pursuant to section 61(2) of the UCA.3

C. Regulatory Context
8.

FBC’s most recent long term resource plan filed and accepted under section 44.1 of
the UCA was the 2012 LTRP, which was submitted as part of FBC’s application to the
Commission for approval of its 2012-2013 Revenue Requirements and Review of its
2012 Integrated System Plan.

In its decision in that process, the Commission

generally accepted the 2012 LTRP as meeting the requirements of the UCA and being

2

3

BCUC Decision and Order G-110-12, dated August 15, 2012, In the Matter of FortisBC Inc. 2012-2013 Revenue
Requirements and Review of 2012 Integrated System Plan (2012-13 RRA/ISP Decision), p. 143.
See Ex. B-1, Vol. 2 (LT DSM Plan), p. 24-26.

-3in the interests of British Columbians who receive or may receive service from FBC.4
FBC was directed to file its next long term resource plan by June 30, 2016 and to
include in it a “fulsome portfolio analysis”.5
9.

The filing date for the LTERP was subsequently extended to November 30, 2016 by
Commission Order G-43-16.

10.

The LTERP has undergone a thorough review in this proceeding. This has included
FBC’s responses to two rounds of information requests (IRs) from Commission staff
and registered interveners, as well as responses to a round of IRs from the
Commission panel. In addition, intervener evidence was filed by Mr. Andy Shadrack
and the British Columbia Sustainable Energy Association and Sierra Club of BC
(BCSEA) and was subjected to IRs from Commission staff, FBC, and other
participants.

11.

On September 15, 2017, FBC filed an errata to the LTERP, which is marked Exhibit
B-1-1 in this proceeding (the Errata). As explained in more detail in FBC’s covering
letter with the Errata, corrections were required to both the LTERP and LT DSM Plan,
as well as various IR responses, because of two errors in the assumptions supporting
the British Columbia Conservation Potential Review (CPR) for the FBC service
territory.

12.

The corrections provided in the Errata, which involved the discount rate used for the
CPR analysis and the treatment of line losses for the purposes of forecast DSM
savings and costs, had a relatively small net impact overall. While the costs of the
DSM scenarios and the resource portfolios in the Errata are different than
contemplated in the original filing of the LTERP and LT DSM Plan, the actual DSM
savings remain the same. The incremental supply resources included in the various
portfolios FBC considered, and their associated costs and other attributes, likewise
remain the same. Most importantly, FBC’s determination of the preferred DSM

4
5

2012-13 RRA/ISP Decision, p. 148-149.
Ibid., p. 149.

-4scenario and the preferred resource portfolio and their timing are the same as when the
LTERP was originally filed.
13.

For the purposes of this Final Argument, unless otherwise stated all references are to
the corrected version of the LTERP filings provided with the Errata (Exhibit B-1-1).

D. Contents of this Final Argument
14.

FBC’s Final Argument will proceed to address the following matters:


Part Two discusses the legal and regulatory framework for the Commission’s
review of the LTERP;



Part Three, explains how the LTERP satisfies the statutory requirements under
section 44.1(2) of the UCA;



Part Four, explains how the considerations enumerated under section 44.1(8) of the
UCA support acceptance of the LTERP and how the LTERP is otherwise in the
public interest;



Part Five addresses additional issues raised in this proceeding by the
Commission’s staff and interveners; and



Part Six provides a conclusion statement.
PART 2 - LEGAL AND REGULATORY FRAMEWORK

A. Requirements under section 44.1(2) of the UCA
15.

Section 44.1(2) of the UCA requires a public utility such as FBC to file a long term
resource plan in the form and at the times the Commission requires. A long term
resource plan filed pursuant to this provision must include all of the following:


An estimate of the demand for energy the public utility would expect to serve if it
does not take new DSM measures during the period addressed by the plan (s.
44.1(2)(a));

-5

A plan of how the public utility intends to reduce its demand by taking costeffective DSM measures and an estimate of the demand for energy that the public
utility expects to serve after it has taken those measures (ss. 44.1(2)(b) and (c));



A description of the facilities that the public utility intends to construct or extend,
and information regarding the energy purchases from other persons the public
utility intends to make, to serve demand after cost-effective DSM measures are
taken (ss. 44.1(2)(d) and (e));



An explanation as to why the facilities the utility intends to construct or extend and
energy purchases the utility intends to make are not planned to be replaced with
more DSM (s. 44.1(2)(f)); and



Any other information required by the Commission (ss. 44.1(2)(g)). In practice,
the final requirement under s. 44.1(2)(g) generally takes the form of Commission
directives to the public utility on the review of a prior resource plan, in this case
the 2012 LTRP, or other applications.

16.

The Commission panel that reviewed the 2014 Long Term Resource Plan of the
FortisBC Energy Utilities (FEU 2014 LTRP), described the requirements of section
44.1(2) as “minimum elements of a resource plan” that must be included in order for
the plan to be adequate, as an “objective measure” for the purposes of Commission
acceptance:
Adequacy refers to compliance with the minimum elements of a resource
plan, in accordance with section 44.1(2). Adequacy is an objective
measure that suggests all of the basic elements have been filed. Quality of
the resource plan is a measure that requires the discretion of the
Commission, and is exercised within the legislative framework that allows
discretion, such as the public interest aspects of section 44.1(6) of the
UCA.
Acceptance of the LTRP requires, among other things, the element of
adequacy, a Commission determination that the LTRP is in the public
interest, and that the LTRP addresses the directives of the previous LTRP
order.

-6Commission panels may address the quality of the LTRP, if there is an
issue.6
B. Public Interest Considerations under ss. 44.1(6) and (8) of the UCA
17.

In addition to being adequate in the sense described by the Commission in its FEU
2014 LTRP Decision, a long term resource plan must also be in the public interest to
be accepted under section 44.1(6)(a) of the UCA. The Commission described this
requirement as follows in the same decision:
[I]n order for an LTRP to accepted by the Panel, the plan must also meet
section 44.1(8) of the UCA, ensuring that the plan is in the public interest.
While it is possible that the Panel or other stakeholders may disagree with
individual assumptions and may prefer an alternative action plan, the test
is whether the plan as filed meets the public interest.7

18.

Section 44.1(8) of the UCA provides that, “In determining under section (6) whether
to accept a long-term resource, the commission must consider”:


the applicable of British Columbia’s energy objectives (s. 44.1(8)(a));



the extent to which the plan is consistent with the applicable requirements under
sections 6 and 19 of the Clean Energy Act (s. 44.1(8)(b));



whether the plan shows that the public utility intends to pursue adequate, costeffective demand-side measures (s. 44.1(8)(c)); and



the interests of persons in British Columbia who receive or may receive service
from the public utility (s. 44.1(8)(d)).

19.

British Columbia’s “energy objectives” as referenced in s. 44.1(8)(a) of the UCA are
set out in the Clean Energy Act, S.B.C. 2010, c. 22 (the CEA) at section 2. Some of
the energy objectives in the CEA are specifically applicable to BC Hydro (i.e. the
“authority” as referenced in ss. 2(b), (e), (f), and (p) of the CEA). A summary of the

6

7

BCUC Decision and Order G-189-14, dated December 3, 2014, In the Matter of FortisBC Energy Utilities 2014
Long Term Resource Plan (FEU 2014 LTRP Decision), p. 10.
FEU 2014 LTRP Decision, p. 11 (italics in original).

-7BC energy objectives and their applicability to FBC’s LTERP is provided in Table 1-3
of the LTERP.8
20.

The second requirement under section 44.1(8) of the UCA references sections 6 and 19
of the CEA. Section 6(4) of the CEA, in turn, provides that a “public utility, in
planning in accordance with section 44.1 of the [UCA] for (a) the construction or
extension of generation facilities, and (b) energy purchases, must consider British
Columbia’s energy objective to achieve electricity self-sufficiency”. Section 19 of the
CEA, which addresses clean or renewable resources, is only applicable to “the
authority” (i.e. BC Hydro) or a “prescribed public utility”. FBC is not a prescribed
public utility and, accordingly, section 19 of the CEA is not strictly applicable to it.
However, as described in the LTERP, FBC has taken cognizance of this provision and
its prescribed target of at least 93 percent clean or renewable resources, in the
LTERP’s portfolio analysis.9

21.

Section 44.1(8)(c) provides that the Commission must also consider, for the purposes
of accepting a long term resource plan under s. 44.1(6), “whether the plan shows that
the public utility intends to pursue adequate, cost-effective demand-side measures”
(underlining added). The meaning of each of the underlined terms is defined in the
Demand Side Measures Regulation, B.C. Reg. 326, 2008 (the DSM Regulation).

22.

The DSM Regulation was amended pursuant to B.C. Reg. 117/2017, effective March
24, 2017. The new amendments to the DSM Regulation were not passed or in effect
until well after the LTERP was filed on November 30, 2016.

23.

Section 3 of the DSM Regulation provides that a DSM plan “is adequate for the
purposes of section 44.1(8)(c) of the [UCA] only if [it] includes all of the following:


A demand-side measure intended specifically to assist residents of low-income
households reduce their energy consumption (s. 3(a));

8
9

Ex. B-1, Vol. 1, p. 8-10.
Ex. B-1, Vol. 1, p. 116.
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A demand-side measure intended specifically to improve the energy efficiency of
rental accommodations (s. 3(b)); and



Education programs for students enrolled in secondary schools and post-secondary
institutions the public utility’s service area (ss. 3(c)-(d)).

24.

The March 2017 amendments to the DSM Regulation added two further adequacy
requirements to section 3(1), namely:
(e) one or more demand-side measures to provide resources as set out in
paragraph (e) of the definition of “specified demand-side measure”,
representing no less than
(i) an average of 1% of the public utility’s plan portfolio’s
expenditures per year over the portfolio’s period of expenditures,
or
(ii) an average of $2 million per year over the portfolio’s period of
expenditures;
(f) one or more demand-side measures intended to result in the adoption
by local governments and first nations of a step code or more stringent
requirements within a step code.

25.

The amended definition of “specified demand-side measure”, in turn includes the
following new paragraph (e):
“specified demand-side measure” means
[…]
(e) financial or other resources provided
(i) to a standards-making body to support the development of
standards respecting energy conservation or the efficient use of
energy, or
(ii) to a government or regulatory body to support the development
of or compliance with a specified standard or a measure respecting
energy conservation or the efficient use of energy in the Province.

26.

In FBC’s submission, neither these two new adequacy requirements in section 3 nor
any other provisions added to the DSM Regulation pursuant to the March 2017

-9amendments are applicable, as a matter of law, to the Commission’s review of the
LTERP. The LTERP was prepared to and did address the substantive legislative
requirements that were in force at the time it was filed on November 30, 2016, which
deadline was provided for in Commission Order G-43-16.
27.

The amendments to the DSM Regulation create substantive new requirements in
respect of the content of long term resource plans. Legislative changes of this nature
are generally interpreted as being prospective only and not retroactive in application.10
Absent clear legislative indication to the contrary (of which there is none in respect of
the amendments to the DSM Regulation), when a matter is submitted for a decision,
the decision maker must apply the law as it stands at the time the relevant facts or
events occurred.11 In this case, that is the filing of the LTERP. Accordingly, in our
submission, the Commission’s review of the LTERP should be based on the preamendment version of the DSM Regulation, as it read at the time the LTERP was
filed.

The participants in this regulatory proceeding appear to have conducted

themselves on this basis, as no IRs were directed to the amendments or their
substantive requirements.
28.

How the LTERP satisfies the adequacy requirements in section 3 of the DSM
Regulation is addressed in detail below, at paragraphs 176-178, as is FBC’s plan for
addressing the new requirements in its next DSM expenditure schedule filing.

29.

Section 4 of the DSM Regulation establishes how the Commission must determine the
cost effectiveness of a DSM plan portfolio for the purposes of section 44.1(8)(c) of the
UCA. Section 4(1) gives the Commission a discretion to determine cost-effectiveness
based on: (a) a review of each individual DSM measure; (b) a comparison of DSM
measures in the portfolio; or, (c) the DSM portfolio as a whole. In previous processes,
including in respect of FBC’s 2012 LTRP, the Commission has consistently opted to

10
11

Round v. MacDonald, Dettwiler and Associates Ltd., 2012 BCCA 456 at para. 42.
Dell Computer Corp. v. Union des consommateurs, [2007] 2 S.C.R. 801, 2007 SCC 34 at para. 119.

- 10 review the cost effectiveness of FBC’s DSM measures at the portfolio level.12 FBC
submits that this approach remains appropriate for the Commission’s review of the
LTERP and LT DSM Plan.
30.

A combination of sections 4(1.1) and (1.5) of the DSM Regulation establishes the tests
the Commission must use in determining cost effectiveness. In effect, at least 90
percent of the DSM expenditures in the plan portfolio must pass the total resource cost
test (TRC). 13 In addition, up to 10 percent of DSM expenditures in the portfolio are
permitted to pass a modified total resource cost test (mTRC). The TRC is the ratio of
the benefits of a DSM measure divided by the incremental costs of the measures,
including the utility’s program costs.14

The benefits are FBC’s “avoided costs”,

calculated as the present value of the following over the effective life of the various
measures: (i) the energy savings, valued at the long run marginal cost (LRMC); and
(ii) the demand savings, valued at the deferred capital expenditure (DCE) cost.15 The
mTRC modifies the TRC to include consideration of non-energy benefits to the utility
and customers or, if no such benefits are factored in, allows for a 15 percent increase
in the benefits of the DSM portfolio.16
31.

BCSEA’s expert consultant, Mr. James Grevatt of Energy Futures Group, Inc. (EFG)
has suggested in his evidence filed in this proceeding that, as a “standard practice in
DSM cost effectiveness testing”, FBC should include the monetization of the
environmental benefits associated with DSM.17 Such a practice would, however, be
contrary to the DSM Regulation. As noted, it only permits 10 percent of a utility’s
DSM expenditures to pass the mTRC cost-effectiveness test by including non-energy
benefits.18

12

13
14
15
16
17
18

2012-13 RRA/ISP Decision, p. 136; see also BCUC Decision and Order G-186-14, dated December 3, 2014, In
the Matter of FortisBC Inc. Application for Approval of Demand Side Management Expenditures for 2015 and
2016 (2015-16 DSM Decision), p. 4.
2015-16 DSM Decision, p. 4.
Ex. B-1, Vol. 2, p. 8.
Ibid.
DSM Regulation, ss. 4(1.1)(b) and (c).
Ex. C5-5, p. 11 (underlining added).
DSM Regulation, s. 4(1.5); 2015-16 DSM Decision, p. 4.

- 11 32.

The adequacy and cost-effectiveness tests under the DSM Regulation are addressed in
the LTERP and LT DSM Plan and will be discussed in further detail later in this Final
Argument at Part 4.B.iii.

33.

The final consideration for the Commission under s. 44.1(8) of the UCA is “the
interests of persons in British Columbia who receive or may receive service from the
public utility”. This topic, and the reasons that the LTERP is in the interests of FBC’s
present and future ratepayers, is addressed in detail at Part 4.B.iv, below.

C. The Commission’s Resource Planning Guidelines
34.

In its decision regarding FBC’s 2012 LTRP, the Commission stated that:
The Commission’s Resource Planning Guidelines set out a comprehensive
process to assist utilities in the development of their resource plans and
provide a basis upon which to assess the LTRP. The Commission requires
that any plan submitted under subsection 44.1(2) of the Act be prepared in
accordance with these guidelines.19

35.

The Commission’s Resource Planning Guidelines, issued December 2003 (the RP
Guidelines) to some extent overlap with and augment the legislative requirements
under s. 44.1(2) of the UCA. Where appropriate, specific RP Guidelines are addressed
below as part of the discussion of how the LTERP satisfies the legislative
requirements.

36.

The RP Guidelines also mandate a process of portfolio analysis in the development of
a utility’s long term resource plan. The Commission summarized this process in the
FEU 2014 LTRP decision as involving “the development of alternative resource
portfolios, with each portfolio consisting of a different combination of supply and
DSM resources. These alternative portfolios would then be evaluated against the
utility’s stated resource planning objectives and a preferred resource portfolio
selected”.20

19
20

2012-13 RRA/ISP Decision, p. 143.
2014 FEU LTRP Decision, p. 25.

- 12 37.

As noted above, FBC was directed to and did perform a robust portfolio analysis as
part of the development of the LTERP. A more detailed discussion of the LTERP’s
portfolio analysis is provided below, as is a discussion of how the LTERP conforms
with other RP Guidelines, such as the development of a four year “action plan”.
PART 3 THE LTERP SATISFIES THE REQUIREMENTS UNDER S. 44.1(2) OF THE UCA

A. Gross (pre-DSM) Demand Forecast: UCA, s. 44.1(2)(a)

i. Summary of FBC’s Pre-DSM Load Forecasts
38.

The first requirement under s. 44.1(2)(a) of the UCA is to provide an estimate of the
demand for energy FBC expects to serve over the planning horizon of the LTERP if
no new DSM measures are taken. The Commission’s RP Guidelines also address the
development of “gross (pre-DSM) demand forecasts” at Guideline No. 2, which
provide among other things that, “More than one forecast would generally be required
in order to reflect the uncertainty about the future: probabilities or qualitative
statements may be used to indicate that one forecast is considered more likely than
others”.

39.

FBC’s long term, pre-DSM load forecasts are addressed in Section 3 of the LTERP
(Exhibit B-1, Vol. 1). In summary:


FBC’s reference case gross load forecast anticipates an increase in gross load from
3,544 GWh in 2016 to 4,334 GWh in 2035. This represents a compound annual
growth rate of 1.1 percent over the 20 year planning horizon of the LTERP.21



FBC’s reference case load forecast, net of losses (which are assumed to be 8
percent of gross load) anticipates an increase in net load from 3,264 GWh to 4,003

21

Ex. B-1, Vol. 1, p. 53.

- 13 GWh over the planning horizon. This likewise represents a compound annual
growth rate of 1.1 percent.22


FBC’s reference case winter peak demand forecast anticipates an increase from
731 MW to 885 MW over the planning horizon, which represents a compound
annual growth rate of 1.0 percent.23



FBC’s reference case summer peak demand forecast anticipates an increase from
590 MW to 716 MW over the planning horizon, which represents a compound
annual growth rate of 1.0 percent.24

40.

A summary of the determinants of FBC’s load growth forecasts is provided in Section
3.3 of the LTERP and a more detailed technical description of FBC’s long term load
forecasting is contained in Appendix E to the LTERP. Appendix E also contains a
breakdown of the reference case load forecasts by customer class.

41.

FBC notes that the long term load forecasts contained in the LTERP (and prior long
term forecasts) are not used for rate setting purposes.25 FBC forecasts load and supply
annually for rate setting purposes and each annual forecast is trued up to actual.
Accordingly, any perceived historical over-estimation of resource requirements in
long term forecasts does not have a cumulative effect and would not impact FBC’s
customers.26

42.

FBC has addressed various other IRs in this proceeding related to its long term
forecasting method and the details of the long term load forecasts presented in the
LTERP.27 FBC does not understand there to be any significant issues that would call
into question its long term load forecasts in a material way, but will address any issues
raised by interveners in reply submissions.

22

Ex. B-1, Vol. 1, p. 54.
Ex. B-1, Vol. 1, p. 55.
24
Ibid.
25
Response to CEC IR 2.37.3 (Ex. B-14, p. 27).
26
Responses to CEC IRs 2.37.3, 2.37.4, and 2.37.5 (Ex. B-14, p. 27-29).
27
See Responses to BCUC IRs 1.14.1.1 and 1.14.2 (Ex. B-2, p. 47-48); Response to BCOAPO 1.12.5 (Ex. B-3, p.
20); Responses to BCUC IRs 2.56.1-2.56.6, 2.57.1, and 2.57.1.1 (Ex. B-11, p. 6-18).
23
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ii. Monte Carlo Simulation and Alternative Load Scenarios
43.

In order to address the uncertainty inherent in forecasting over a 20-year time horizon,
FBC developed a Monte Carlo (MC) simulation to derive a range of potential high
and low load forecasts around the reference case forecast, based on traditional load
drivers. A detailed technical description of how the MC range was developed, as well
as the MC range broken down by customer class is provided in Appendix E of the
LTERP.28 The MC range for both the gross and net long term load forecasts, as well
as the long term summer peak forecast is anticipated to trend between 2 to 10 percent
from the reference case forecasts.29 The MC range for the long term winter peak
forecast is anticipated to trend between 3 to 10 percent from the reference case
forecast.30

44.

In addition to the MC simulation, FBC also addressed long term load uncertainty
through the development of a number of alternative “load scenarios” in which FBC’s
future load requirements may be increased or decreased relative to the reference case
load forecast as a result of the proliferation of non-traditional load drivers. FBC
engaged Navigant Consulting Ltd. (Navigant) in order to assist with identifying
emerging trends and technologies (such as electric vehicles (EV), residential rooftop
solar, and fuel switching) that could drive future load requirements and to develop
alternative long term load scenarios based on these load drivers.31

45.

The eight specific load drivers that were chosen for this forecasting exercise and the
approach used in developing the five alternative load scenarios for the LTERP are
described in Section 4 of the LTERP (Exhibit B-1, Vol. 1). A more detailed review of
the development of the alternative load scenarios can be found in Navigant’s Load
Scenario Assessment report, which is included as Appendix G to the LTERP.

28

Ex. B-1, Vol. 1, Append. E, p. 19-29.
Ex. B-1, Vol. 1, p. 60-61, 63.
30
Ex. B-1, Vol. 1, p. 62.
31
Ex. B-1, Vol. 1, p. 65.
29
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The alternative load scenarios developed for the LTERP include two “boundary
scenarios”, which reflect major deviations from existing empirical forecasts. In these
boundary scenarios, the load drivers that affect system load growth in the same
direction are all assumed to proliferate over the planning horizon.32

The other

scenarios all include off-setting load drivers, some of which would be expected to
increase and some to decrease load growth. The energy and peak demand impacts of
these various scenarios relative to the reference case forecasts are shown in Figures 41 and 4-2 of Section 4 of the LTERP33 and the resulting data tables are presented in
Appendix I. In summary:


Scenario 1 (the high boundary scenario) results in an increase in gross load of over
800 GWh per year and an increase in peak demand of nearly 200 MW by 2035
compared to the reference case load forecasts.34



Scenario 5 (the low boundary scenario) results in a decrease in gross load of
almost 900 GWh per year and a decrease in peak demand of approximately 80
MW by 2035 compared to the reference case load forecasts.35



The other scenarios with offsetting load drivers all fall somewhere in the range
between the high and low boundary scenarios.36

47.

FBC used the reference case load forecasts, as well as the results of the alternative
scenarios analysis described above in the portfolio evaluation used to develop the long
term resource strategy presented in the LTERP.

48.

In FBC’s submission, the load forecasts presented in the LTERP are adequate to
satisfy the legislative requirement found at section 44.1(2)(a) of the UCA and the MC
range and alternative load scenarios developed for the LTERP conform with the

32

Ex. B-1, Vol. 1, p. 67.
Ex. B-1, Vol. 1, p. 69.
34
Ibid.
35
Ex. B-1, Vol. 1, p. 70.
36
Ex. B-1, Vol. 1, p. 69-70.
33

- 16 direction in the RP Guidelines to include multiple load forecasts in a long term
resource plan to account for future load uncertainty.

iii. FBC’s Load Resource Balance
49.

In addition to forecasting its expected pre-DSM load over the 20-year planning
horizon, FBC has also provided an estimate of its load resource balance (LRB) in the
LTERP. The LRB is estimated by comparing the reference case long term load
forecast discussed above to FBC’s existing supply-side resources. FBC’s existing
supply-side resources are described qualitatively and quantitatively in Section 5 of the
LTERP (Exhibit B-1, Vol. 1).

50.

The resulting LRB for energy and capacity for the 20 year planning horizon is
presented in Figures 7-1 (energy) and 7-2 (capacity) of the LTERP.37 The LRB has
been modeled both assuming that the Power Purchase Agreement with BC Hydro
(PPA) is renewed and extends beyond its expiry date in September 2033 and assuming
that the PPA is not renewed. In summary:


Energy LRB gaps start in 2019 and increase to approximately 900 GWh per year
by 2035, even if the PPA is renewed, based on the reference case forecast.38 The
MC range reflects energy gaps by 2035 of about 400 GWh per year at the low end
and approximately 1,200 GWh per year at the high end if the PPA is renewed.39



If the PPA is not renewed, the energy gaps are more significant after 2033,
increasing to almost 2,000 GWh per year by 2035 based on the reference case
forecast. The MC range for energy gaps if the PPA is not renewed is almost 1,600
GWh per year at the low end and over 2,400 GWh at the high end in 2035.40

37

Ex. B-1, Vol. 1, p. 92 and 94.
Ex. B-1, Vol. 1, p. 92-93.
39
Ibid.
40
Ibid.
38
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For capacity, minimal gaps are forecast starting in 2028 based on the reference
case and increase to approximately 100 MW by 2035 if the PPA is renewed.41 At
the low end of the MC range, there are no capacity gaps for the entire 20-year
planning horizon if the PPA is renewed and the gaps are less than 200 MW at the
high end of the MC range in this circumstance.42



If the PPA is not renewed, then capacity gaps are more significant, on the order of
300 MW in 2035 based on the reference case and almost 400 MW at the high end
of the MC range.43 The capacity gaps are approximately 200 MW in 2035 at the
low end of the MC range.44

51.

Because the LRB forecast is based on FBC’s existing and committed resources, it is
the means through which FBC can analyse its needs for new supply and demand
resources over the 20 year planning horizon. Consistent with the approach set out in
the RP Guidelines, one of the criteria for FBC’s evaluation of alternative resource
portfolios, as described in Section 9 of the LTERP (and discussed in detail below), is
their ability to meet forecast energy and capacity gaps in the LRB.

B. FBC’s LT DSM Plan and Load Forecast Net of DSM Savings: UCA, ss. 44.1(2)(b)-(c)

i. Summary of FBC’s LT DSM Plan
52.

Section 44.1(2)(b) of the UCA requires the LTERP to include FBC’s plan of how it
intends to reduce its forecast load over the planning horizon with cost-effective DSM
measures. In conformity with this requirement, FBC’s LT DSM Plan was filed as
Volume 2 of the LTERP. A summary of the LT DSM Plan is also provided in Section
8 of the LTERP itself (Exhibit B-1, Vol. 1), which discusses resource options
generally.

41

Ex. B-1, Vol. 1, p. 94.
Ibid.
43
Ibid.
44
Ibid.
42
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FBC’s goal for DSM is to offer its customers a range of programs within a costeffective portfolio of measures that address the majority of end uses for each major
customer sector.45

The key objective of the LT DSM Plan is to determine the

appropriate level of cost-effective DSM resource acquisition to meet FBC’s resource
needs over the LTERP’s 20 year planning horizon.46
54.

FBC developed the LT DSM Plan in conjunction with its participation in the provincewide, dual-fuel BC CPR, which was a collaboration with BC Hydro, FortisBC Energy
Inc. (FEI) and Pacific Northern Gas. As part of this process, FBC received a report
from Navigant (the FBC CPR Report) providing specific results and analysis of the
conservation potential in FBC’s service area over the planning horizon of the LTERP.

55.

As described above at paragraphs 11-12 of this Final Argument, FBC filed an Errata in
respect of certain assumptions that were used in the CPR analysis for FBC’s service
territory. The Errata included a corrected version of the FBC CPR Report (see Exhibit
B-1-1). Further references below are to the corrected version of that report and to the
corrected DSM costs and other data provided in the Errata.

56.

Based on the FBC CPR Report and the Company’s other resource planning
considerations and objectives, four different DSM “scenarios” were developed and
evaluated as part of the LT DSM Plan. These four scenarios would incorporate
different levels of DSM resources, based on different targets for DSM savings or “load
growth offset”.

Long term DSM planning using load growth offset targets is

consistent with BC energy policy as reflected in, among other things, the CEA.47
57.

The “Low” DSM scenario would include demand side resources sufficient to offset 50
percent of FBC’s forecast load growth over the planning horizon, which is the
equivalent of the DSM savings target the Commission accepted for the 2012 LTRP.48
The “Base” scenario reflects a load growth offset of 66 percent. This is the same level

45

Ex. B-1, Vol. 2, p. 1.
Ibid.
47
Ex. B-1, Vol. 2, p. 11.
48
Ibid.
46

- 19 of target savings approved in respect of FBC’s 2017 DSM expenditure schedule
application.49 The “High” scenario involves an initial DSM target of 66 percent load
growth offset and then, beginning in 2021, a ramp up to an 80 percent load growth
offset target; accordingly, over the 20 year planning horizon of the LTERP, the High
scenario averages a 77 percent load growth offset annually.50 The “Max” scenario
uses an equivalent ramp up mechanism, but with a target of 100 percent load growth
offset thereafter, which results in an average annual DSM offset of 89 percent over the
planning horizon.51
58.

Each of the DSM scenarios FBC considered for the LT DSM Plan is based on the
energy savings and measure costs estimated in, and draws from a portfolio of
measures sourced from, the FBC CPR Report.52 Although the final phase of the BC
CPR remains on-going, FBC submits that the results and analysis contained in the
FBC CPR Report from Navigant (which is over 100 pages in length) are more than
adequate for the purposes of developing the LT DSM Plan.

59.

The BC CPR conducted to date has included an extensive review of over 200 demand
side measures, including updating the measure costs and TRC.53 Navigant described
the technical and economic potential savings results contained in the initial FBC CPR
Report as the “fundamental phase of the broader CPR”.54 An interim estimate of
market potential has also been used to calculate resource costs using reasonable
assumptions applied to the existing CPR results.55 This is sufficient to inform the
LTERP and LT DSM Plan as to the magnitude of the energy savings available through
conservation measures and to cost out the DSM scenarios under consideration.

60.

As shown in Figure 3-2 of the LT DSM Plan, the incremental cost of each DSM
scenario increases as higher cost DSM resources are required to achieve a higher

49

BCUC Order and Decision G-9-17, dated January 25, 2017.
Ex. B-1, Vol. 2, p. 11 and Response to BCSEA IR 1.7.7 (Ex. B-4, p. 14-15).
51
Ibid.
52
Response to BCUC IR 1.41.2 (Ex. B-2, p. 148); Ex. B-1, Vol. 2, p. 8.
53
Response to BCUC IR 2.79.3 (Ex. B-11, p. 100).
54
Ex. B-1-1, LT DSM Plan, App. A (corrected version), Executive Summary, p. xii).
55
Response to BCUC IR 1.41.4 (Ex. B-2, p. 150).
50

- 20 percentage of load growth offset.56 Set out below is Table 3-1 (corrected version)
from the LT DSM Plan, which summarizes the key DSM scenario data:
Category

DSM Scenario
Base
High

Low
Annual Savings, GWh
Average per annum ('18-'35)
% of load growth ('18-'35)
Total (2016 to 2035)
% of achievable potential

61.

20
50%
407
52%

26
66%
523
66%

Max
31
77%
602
76%

As discussed in more detail in connection with the legislative requirement under
section 44.1(2)(f) of the UCA, FBC ultimately selected the High DSM scenario as its
preferred scenario in the LT DSM Plan.57

62.

In addition to describing and analysing the four DSM scenarios noted above, the LT
DSM Plan also includes a review of the DSM programs FBC offers and expects to
offer to target key end uses by customer sector, recognizing that various program
offers and naming conventions will likely change over the 20-year planning horizon of
the LTERP.58 As discussed further below, the program offerings described in the LT
DSM include programs sufficient to satisfy the “adequacy” requirement defined in the
DSM Regulation at the time the LTERP was filed.

63.

The LT DSM Plan also includes information on the annual energy savings that would
be targeted as well as pro forma annual budget figures under the High scenario.59
FBC has provided a wide range of other DSM data in response to Commission and
intervener information requests.60 FBC stresses that the LT DSM Plan is not itself,
and does not include, an expenditure schedule and that the pro-forma budgets it
contains are based on general expectations as to the mix of measures to be included,
the incentive levels, and administration and other costs, which will be further refined

56
57
58
59
60

Ex. B-1-1, LT DSM Plan, p. 13 (corrected version); see also Response to BCUC IR 1.41.2 (Ex. B-2, p. 148).
Ex. B-1-1, LT DSM Plan (corrected version), p. 15.
Ex. B-1, Vol. 2, p. 17-22.
Ex. B-1, Vol. 2, p. 16.
See e.g. Revised Responses to IRs from BCUC, BCOAPO, BCSEA, CEC, and Shadrack provided with the
Errata, Ex. B-1-1.

36
89%
686
87%

- 21 when actual DSM expenditure schedules are filed, starting later this year.61 Note that
the pro-forma budget amounts provided in the LT DSM Plan and in responses to
various IRs are the same following the Errata. The utility cost of the DSM scenarios
remains almost unchanged (less than 1 percent) after the corrections to the CPR
analysis because it is calibrated to current expenditure levels.62
64.

Further matters related to the LT DSM Plan are addressed below in connection with
FBC’s explanation for why the supply-side resources contemplated to meet load
growth over the planning horizon are not planned to be replaced with DSM measures.
For the purposes of the requirement in section 44.1(2)(b) of the UCA, FBC submits
that the LT DSM Plan is clearly sufficient to satisfy the adequacy standard employed
by the Commission.

ii. Eligibility of Self-Generation Customers for DSM Programs and Incentives
65.

In its decision regarding FBC’s Self-Generation Policy (SGP) Stage I Application, the
Commission encouraged FBC to address DSM programs for self-generation customers
as part of its next resource plan.63 FBC currently has only two customers served under
its Large General Service tariff schedules (RS 30 and 31) with self-generation that are
affected by this issue.64

66.

FBC addressed its intended approach to the eligibility of self-generator customers for
DSM programs and incentives in Section 5.2 of the LT DSM Plan. In particular, selfgenerator customers will be eligible for DSM incentives (subject to other program
qualification criteria and terms and conditions) in proportion to the share of potential
energy savings FBC derives from the DSM measure being implemented.65 FBC will
evaluate each DSM measure proposed by self-generator customers independently to

61

Response to BCUC IR 2.55.1(b)(Ex. B-11, p. 4).
Ex. B-1-1, FBC letter to BCUC, dated Sept. 15, 2017, p. 3.
63
BCUC Decision and Order G-27-16, dated March 4, 2016, p. 50.
64
Response to BCUC IR 1.52.1 (Ex. B-2, p. 187).
65
Ex. B-1, Vol. 2, p. 24.
62

- 22 determine how much of the project’s energy savings accrue to the Company and will
prorate the applicable incentive accordingly.66
67.

This approach is consistent with the scheme of the UCA and the DSM Regulation,
under which the cost effectiveness of DSM is based on a utility’s avoided costs. The
TRC and Utility Cost tests67 both use the present value of the avoided costs from a
measure – i.e. the utility’s energy savings from a measure valued using LRMC, plus
avoided infrastructure costs using the DCE – to determine cost effectiveness.68
Accordingly, paying DSM incentives to self-generator customers in proportion to
FBC’s avoided costs that result from a measure is supported by the governing
legislation and, we respectfully submit, a reasonable approach.

68.

The Industrial Customers Group (ICG) submitted evidence from Jetson Consulting
Engineers Limited (Ex. C7-4) that purports to compare the incentives available from
BC Hydro and FBC for a DSM opportunity at Zellstoff Celgar’s pulp mill in
Castlegar, BC. This evidence is problematic in that, based on the details of the project
initially filed, it does not appear to be eligible for BC Hydro’s incentives, which
require savings of at least 300 MWh annually.69 The evidence was also based on a 15year project life, whereas BC Hydro’s incentives use a maximum effective measure
life of 10 years, so the incentive value calculated in the evidence originally filed (if the
project is assumed to qualify for BC Hydro incentives) appears to have been inflated.70

69.

In any event, the Commission has repeatedly confirmed that the DSM programs and
incentive offers by BC Hydro and FBC are not required to be the same. For example,
in the 2012-13 RRA/ISP Decision, the Commission stated that, “BC Hydro and
FortisBC are different utilities, operating in different contexts. The Commission Panel
is not prepared to direct FortisBC to implement the same DSM programs as BC

66

Response to ICG IR 2.9.2 (Ex. B-16, p. 11).
See DSM Regulation ss. 4(1.1) and (1.8), respectively.
68
Response to BCUC IR 1.52.2 (Ex. B-2, p. 187).
69
ICG Response to FBC IR 1.1.1 (Ex. C7-9, p. 1).
70
ICG Response to FBC IR 1.2.1 (Ex. C7-9, p. 1).
67

- 23 Hydro, particularly in the industrial sector where the customer base is very
different”.71
70.

Accordingly, ICG’s evidence, even if it were not problematic for the reasons described
above, does not demonstrate that FBC’s approach to DSM eligibility for self-generator
customers or its industrial incentive levels should be any different than proposed in the
LTERP and LT DSM Plan.

iii. Fuel Switching
71.

Pursuant to a prior Commission directive in respect of FBC’s 2015-2016 DSM Plan,
FBC investigated the cost effectiveness of a gas-to-electricity fuel switching measure
for the purposes of the LT DSM Plan.72

Navigant performed the applicable

benefit/cost analysis in the course of the CPR process and its finding was that the fuel
switching measure failed the TRC test.73 In particular, Navigant’s analysis found that
the higher commodity cost of electricity compared to natural gas results in a net cost,
rather than a benefit (i.e. an avoided cost of supplying electricity) under the TRC
test.74 This is consistent with the fact that fuel switching is inherently a load building
activity that would increase FBC’s power purchase and other costs, thereby negating
the benefits of such a measure in the governing TRC test.75 Accordingly, FBC did not
propose to include a gas-to-electric fuel switching measure or program as part of the
LT DSM Plan.76
72.

On March 1, 2017, subsequent to the filing of the LTERP and LT DSM Plan and after
the first round of IRs had been delivered to FBC in this proceeding, the BC
government amended the Greenhouse Gas Reduction (Clean Energy) Regulation, B.C.
Reg. 102/2012 (GGRR), pursuant to O.I.C. 101/2017, to include a new prescribed
undertaking regarding electrification. Such prescribed undertakings are enacted under

71

2012-13 RRA/ISP Decision, p. 139; see also 2015-16 DSM Decision, p. 28.
2015-16 DSM Decision, p. 14.
73
Ex. B-1, Vol. 2, App. C.
74
Response to BCUC IR 1.9.2 (Ex. B-2, p. 25).
75
Response to BCUC IR 1.9.4 (Ex. B-2, p. 26).
76
Ex. B-1, Vol. 2, p. 24.
72

- 24 section 18 of the CEA, which describes them as projects, programs, contracts or
expenditures “prescribed for the purpose of reducing greenhouse gas emissions in
British Columbia”. Section 18(2) of the CEA provides that the Commission “must set
rates that allow the public utility to collect sufficient revenue in each fiscal year to
enable it to recover its costs incurred with respect to the prescribed undertaking”.
73.

The new “electrification” undertaking prescribed in section 4 of the amended GGRR
refers to programs, projects or expenditures to encourage or enable the use of
electricity instead of other sources of energy that produce more GHG emissions. On
this basis, a low-carbon gas-to-electricity fuel switching program could meet the
criteria of a prescribed electrification undertaking.77 The enactment of the GGRR also
demonstrates that fuel-switching electrification initiatives are not DSM measures. The
definition of “demand-side measure” in section 1 of the CEA expressly “does not
include” “(e) any rate, measure, action or program prescribed” (underlining added).
Now that electrification is a prescribed undertaking pursuant to section 18 of the CEA
and section 4 of the GGRR, we submit that it no longer meets the legal definition of a
DSM measure. This is consistent with the separate rate treatment for prescribed
undertakings under section 18(2) of the CEA and the separate definition of “costeffective” in section 4(1) of the GGRR, which establishes a significantly different
methodology than the cost-effectiveness test provided for DSM measures under the
DSM Regulation.78

74.

FBC has had limited opportunity to evaluate the potential for electrification/fuelswitching that may now be encompassed by the amended GGRR. The additional
scope services, which are on-going in the second phase of the BC CPR process,
include a more comprehensive review of fuel-switching and will help inform FBC’s
further evaluation of the potential for such programs.79

77

Response to BCSEA IRs 2.29.3 (Ex. B-13, p. 11).
Response to BCSEA IR 2.29.8 (Ex. B-13, p. 13).
79
Response to BCSEA IR 2.29.9 (Ex. B-13, p. 14).
78

The nature of future

- 25 applications regarding electrification and the approach FBC takes to rate recovery
have not been developed at this time.80
75.

On the other hand, any electrification/fuel-switching programs or initiatives would not
be part of FBC’s DSM expenditure schedules, given the above-described legislative
provisions, and so fuel-switching need not be considered for the specific purposes of
FBC’s LT DSM Plan. Fuel-switching has nonetheless been considered in the LTERP
as a potential future load driver and the load forecasting and portfolio analysis has
addressed its potential proliferation over the course of the planning horizon.81

iv. Average versus Marginal Line Losses
76.

The cost estimates and associated cost effectiveness results reported in the LT DSM
are based on the use of average line loss values. BCSEA, pursuant to the report of its
consultant EFG, suggests that marginal loss values should be used instead in DSM
cost effectiveness analysis to better reflect the capacity benefits of DSM measures
during times of peak demand.82

77.

In response to an IR from Commission staff, BCSEA candidly acknowledges that use
of marginal rather than average line losses “is not typical industry practice in other
jurisdictions”.83 BCSEA nonetheless makes the assertion that use of marginal line
losses “is considered to be industry best practice”. However, it provides no evidence
to support that statement. BCSEA identifies Illinois and New Jersey as jurisdictions
that use marginal line losses, but in our respectful submission that is far from
compelling evidence of an “industry best practice”. It is telling that BCSEA provides
no support for this practice in Canadian utility regulation.

78.

It is also telling that BCSEA does not provide any explanation for why, if it is a best
practice, marginal line losses are not used in conservation planning in more than two
jurisdictions in North America.

80

We submit that in the absence of a strong and

Response to BCUC IR 2.71.1 (Ex. B-11, p. 62-63).
Ex. B-1, Vol. 1, p. 66 and App. G (Navigant Load Scenario Assessment), p. 13.
82
Ex. C5-5, p. 12.
83
BCSEA Response to BCUC IR 1.3.1 (Ex. C5-8, p. 6).
81

- 26 compelling empirical and analytical justification, which neither BCSEA nor EFG have
provided, FBC should not be made to be effectively a “test case” on a planning matter
of this nature. As BCSEA’s responses to other IRs demonstrate, using marginal line
losses would entail significant technical analysis to develop and implement in FBC’s
DSM planning processes and significant associated regulatory burden on the
Commission and its participants.84 In the end, this would simply substitute one form
of estimate for another.
79.

Furthermore, FBC, in general, has sufficient capacity over the LTERP’s planning
horizon as reflected in the LRB forecasts (discussed in detail in the following section
of this Final Argument).85 There is, accordingly, little practical benefit to be expected
from adjusting the line loss calculations in a manner that is purported to provide
increased capacity benefits for DSM measures in the cost effectiveness analysis.

v. Load Forecast Net of DSM Savings
80.

Section 44.1(2)(c) of the UCA requires the LTERP to include FBC’s estimate of “the
demand for energy [it] expects to serve after it has taken cost effective demand-side
measures”. Under the High DSM scenario, which averages an off-set of 77 percent of
load growth over the entire planning horizon, DSM savings would offset a total of 602
GWh of forecast gross load growth during this period. The reference case load
forecast would therefore be reduced from 4,334 GWh in 2035 (i.e. without DSM
savings) to 3,732 GWh under the High DSM scenario, which represents a compound
annual growth rate of approximately 0.26 percent (compared to 1.1 percent without
DSM).86

81.

With respect to peak demand, the High DSM scenario would offset approximately 56
percent of forecast peak load growth over the 20 year planning horizon.87 Under this
scenario, the reference case peak load forecast of 885 MW in 2035 without DSM

84

85
86
87

BCSEA Response to CEC IR 1.3.1 (Ex. C5-10, p. 10-11); BCSEA Response to BCOAPO IRs 6.1 and 6.2 (Ex.
C5-9, p. 5-7).
Response to BCSEA IR 1.18.9 (Ex. B-4, p. 42); Ex. B-1, Vol. 1, p. 102 (Fig. 8-4).
Ex. B-1, Vol. 1, p. 53.
Ex. B-1, Vol. 1, p. 102.

- 27 would be reduced to 798.8 MW with the High level of DSM savings. This reflects a
compound annual growth rate of 0.44 percent (compared to 1 percent without DSM).88
82.

Additionally, in Section 8.1.2 of the LTERP, FBC has presented the forecast LRB, net
of DSM savings under the High scenario. Figure 8-3 provides the gross energy LRB
after DSM savings from the High scenario and Figure 8-4 provides the capacity LRB
balance after DSM.89

83.

These LRB figures show that there are no energy gaps out to 2024 based on the
reference case forecast and the High level of DSM savings; thereafter, slight gaps start
in 2025 and increase to approximately 200 GWh by 2035 if the PPA is renewed or
1,200 GWh if the PPA is not renewed in 2033.90 At the low end of the MC range,
there are no gaps and no new resources are required after savings from the High DSM
scenario if the PPA is renewed, whereas at the high end of the MC range, the energy
gaps are about 600 GWh in 2035.91

84.

Under the High DSM scenario, there would be a surplus of capacity for most years of
the planning horizon in the reference case if the PPA is assumed to provide its full
peak supply of 200 MW.92

If the PPA is not renewed, then capacity gaps of

approximately 200 MW are forecast for the period from 2033-2035.93
85.

FBC has also forecast the LRB, net of DSM savings, on a per month basis in 2035, to
determine if there could be capacity gaps in periods other than the winter peak. Figure
8-5 of the LTERP shows that there will be surplus capacity in most months, with
slight gaps of approximately 1 MW in each of June and July.94

86.

These post-DSM LRB estimates are the primary forecast for evaluation of resource
options under the LTERP based on the scheme of section 44.1(2) of the UCA. Sub-
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Ex. B-1, Vol. 1, p. 55.
Ex. B-1, Vol. 1, p. 101 and 102.
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Ex. B-1, Vol. 1, p. 101.
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Ibid.
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- 28 sections 44.1(2)(d) and (e), discussed immediately below, require FBC to address the
facilities it intends to construct or energy purchases it intends to make over the course
of the planning horizon to meet the load forecast, net of DSM savings (as estimated
pursuant to section 44.1(2)(c)). The key topics arising pursuant to the legislative
criteria are, therefore, the mix of new or incremental supply resources selected to meet
the forecast LRB gaps, net of DSM, and why those supply resources have been
selected for planning purposes rather than additional DSM measures.
C. New Supply Side Resources and Facilities: UCA, ss. 40.1(2)(d)-(e)

i. The Commission’s Portfolio Analysis Guidelines
87.

Under the Commission’s RP Guidelines, the legislative requirements to describe and
provide information regarding the facilities a utility intends to construct or energy
purchases it intends to make over the course of the planning horizon are largely
fulfilled through a description of the outcome of the utility’s resource portfolio
analysis.

Put another way, the preferred resource portfolio reflects the new

incremental resources FBC intends to construct or acquire.
88.

The main components of the portfolio analysis under the Commission’s RP Guidelines
are:


Identification of feasible individual resources, both committed and potential
(Guideline No. 3);



Measurement of the identified resources against the long term resource planning
objectives, including utility and customer costs, associated risks, lost
opportunities, and performance against social and environmental objectives
(Guideline No. 4);



Development of multiple plausible resource portfolios consisting of different
combinations of resources needed to meet the gross demand forecast (Guideline
No. 5); and
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Evaluation and selection of the preferred resource portfolio by assessing the
plausible portfolios against the resource planning objectives and analysis of the
trade-offs between portfolios and how they perform under uncertainty (Guideline
No. 6).

89.

The portfolio analysis FBC conducted and described in Section 9 of the LTERP
conforms with these RP Guidelines and is, accordingly, sufficient to satisfy the
legislative requirements under sections 44.1(2)(d) and (e) of the UCA.

ii. Resource Options
90.

The potential resource options that formed the basis of the portfolio analysis are, in
conformity with Guideline No. 3, summarized in Section 8 of the LTERP. A more
detailed description is provided in Appendix J (the LTERP Supply-Side Resource
Options Report).

91.

FBC’s committed supply-side resources are described in Section 5 of the LTERP. It is
notable that, by far, the majority of forecast load over the planning horizon will be met
through existing long term power supply contracts and FBC-owned generation
facilities.95

92.

As summarized in Section 8.2 of the LTERP, FBC evaluated a variety of new supplyside resource options for the purposes of the portfolio analysis. These resources were
considered for inclusion in FBC’s long term resource portfolio based on technical,
financial, environmental, and socio-economic attributes. Table 8-3 lists the supplyside resources that were evaluated, and includes a summary of the dependable
capacity, annual energy, as well as environmental and socio-economic attributes of
each resource.96 Table 8-4 provides the unit energy cost (UEC) and unit capacity cost
(UCC) for each resource option that was considered.97

95

Response to BCUC IR 1.32.2 (Ex. B-2, p. 115).
Ex. B-1, Vol. 1, p. 108.
97
Ex. B-1, Vol. 1, p. 109.
96
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In summary, based on the resource option evaluation FBC conducted:98


As a result of the decline in natural gas prices over the last few years, natural gasfired generation is one of the most cost-effective generation options and can
provide both energy and capacity for FBC;



Of the available clean or renewable resources, biogas, biomass, run-of-river and
wind are the lowest cost options; and



Based on current market price forecasts and PPA rate scenarios, market purchases
and PPA power are the lowest cost resources available to FBC in the short to
medium term.

94.

Cost alone is not the only consideration for potential future resource acquisition. The
portfolio analysis addressed further below is used to determine the optimal mix of
resources to meet future LRB gaps, while balancing the importance of environmental
and socio-economic benefits of the potential resources and FBC’s general resource
planning objectives.

iii. Distributed Generation
95.

Not every conceivable resource option was given the same evaluation for inclusion in
the preferred long term resource portfolio. FBC pre-screened a number of resources
that are not yet viable technologically or cost effective, as well as those that are
inconsistent with government policy.99 In addition, FBC did not include power supply
from Distributed Generation (DG) or purchases from Self-Generating customers (as
those terms are defined and used in the LTERP100) as resource options to be
considered in the portfolio analysis.

96.

With respect to DG, there are a number of reasons for this approach. First of all, the
availability of DG supply is not within FBC’s control to operate or call upon on

98
99
100

Ex. B-1, Vol. 1, p. 114.
Ex. B-1, App. J, p. 44-46.
Ex. B-1, App. J, p. 40-41 (DG) and 43 (SG).

- 31 demand when needed or in the appropriate location on FBC’s system.101 As such, DG
is inherently unpredictable and FBC does not consider it to be a secure or reliable firm
resource for long term planning purposes.

Solar photovoltaic (PV) installations,

which are one of the primary sources of customer DG, also provide virtually no
capacity during peak winter demand periods and their proliferation could lead to
oversupply issues in the spring and summer periods.102 This is reflected in Mr.
Shadrack’s response to an FBC IR, where he confirms that so far as he is aware his
solar panels do not produce any energy during the expected time of FBC’s winter
peak.103
97.

DG also presents cost and rate design challenges. Under FBC’s current net metering
(NM) program, customers that produce their own generation and are inter-connected
to FBC’s system receive full retail value for energy transfers to FBC. Also, because
NM customers can reduce their energy consumption charges to zero or even negative
and because FBC’s volumetric rates include recovery of fixed costs, these customers
are effectively subsidized by the rest of FBC’s ratepayers for a portion of their
contribution to the fixed costs of the utility system they use and rely upon.104 This
presents issues of inequity between customers that will become more pronounced if
DG does proliferate to the point of materially reducing load.

98.

Mr. Shadrack appears, based on his evidentiary filing, to be advocating for the
inclusion of small-scale DG as a viable long-term resource option. He has filed
evidence stating the UEC and UCC values of four solar PV installations in Kaslo, BC;
however, based on his responses to FBC IRs, it appears that his estimates do not
included any operations and maintenance (O&M), interest, or financing costs or use
of discount rates.105 Accordingly, his evidence does not provide comparable values to
measure against the UECs and UCCs of resource options provided by FBC in the
LTERP.

101

Ex. B-1, p. 96 and App. J, p. 41.
Ex. B-1, p. 113 and App. J, p. 41.
103
Shadrack Response to FBC IR 1.3.2 (Ex. C10-8, p. 17).
104
Response to BCUC IR 2.70.1 (Ex. B-2, p. 60).
105
Shadrack Response to FBC IR 1.1.1 (Ex. C10-8, p. 11-13).
102
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We also note, in this regard, BCSEA’s response to an IR from Mr. Shadrack that its
expert consultant, EFG “is not aware of utilities that are incorporating net metering as
an element of their long-term demand side and supply side resource options”.106

100.

The foregoing is not to say that FBC is discouraging DG. As noted, FBC facilitates
customers undertaking DG activities through the NM program established in 2009
pursuant to RS 95. Customer participation in the NM Program has been trending
upwards over the last few years.107

FBC submits that its neutral approach to an

expanded DG program, under which DG is evaluated from the same perspective as
any other potential long term planning option that provides supply to FBC, is entirely
appropriate in the circumstances.108
101.

Furthermore, the LTERP does reflect and has accounted for the potential future
proliferation of DG as a load reducing driver within the alternative load scenarios
described above and in Section 4 and Appendix G of the LTERP.109

102.

The Commission has also directed amendments to RS 95 that are intended to curb
persistent generation by NM customers that is in excess of their own consumption
requirements – i.e. net excess generation (NEG).110 Accordingly, at least based on the
present regulatory treatment, DG is not a supply-side resource option and is more
appropriately evaluated, for the purposes of long term planning, based on its potential
to reduce customer demand. The current approach to the treatment of NEG and the
NM program generally would have to be revisited before this could change, which in
FBC’s submission is not appropriate given the current state of DG in FBC’s service
territory and the general lack of need for additional resources until later in the
LTERP’s planning horizon.

106

BCSEA Response to Shadrack IR 1.8i (Ex. C5-12, p. 5).
Ex. B-1, Vol. 1, p. 27.
108
Response to BCUC IR 1.10.2 Ex. B-2, p. 30-31).
109
Ex. B-1, Vol. 1, p. 66 and 112-113.
110
BCUC Order and Decision G-199-16, dated December 29, 2016, p. 19.
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iv. Self-Generator Supply
103.

Supply from self-generator customers, which is the term used in the LTERP to
describe larger, industrial customers that can provide electricity to FBC, was also not
included in the portfolio analysis because FBC does not have any information at
present regarding available energy, capacity, timing or cost of this supply. 111

104.

FBC is not seeking additional sources of supply at this time, but would consider
opportunities to purchase from self-generator customers in the future if the cost is
lower than the alternatives, and the supply is otherwise consistent with the Company’s
planning objectives and BC energy and environmental policies.112 In addition, we
note that the outcome of FBC’s current SGP Stage II Application is unlikely to impact
the LRB forecast in the LTERP or to affect the outcome of the portfolio analysis
discussed below.113

105.

On a related note, FBC could also consider acquiring supply from Independent Power
Producers (IPPs) whose current electricity purchase agreements (EPAs) with BC
Hydro expire and are not renewed over the course of the LTERP’s planning horizon.
These opportunities would be evaluated the same as any other energy procurement
opportunity for FBC based on a variety of considerations.114 However, it is not
practically possible to evaluate the cost effectiveness of such a resource option in the
present circumstances.115

v. Solar Generation
106.

FBC has also considered utility-scale solar PV as a potential resource option for the
purposes of the LTERP, as outlined in detail in Section 3.3 of the Resource Options
Report.116 This involved assessing the financial and other attributes of three projects
identified in southern BC with 5 MW of installed capacity each. Ultimately, the

111

Ex. B-1, Vol. 1, p. 96.
Ex. B-1, Vol. 1, p. 113.
113
Response to BCUC IR 1.27.2 (Ex. B-2, p. 95).
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Response to BCUC IR 1.26.4 (Ex. B-1, p. 93).
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Ex. B-1, Vol. 1, App. J, p. 34-39.
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- 34 preferred long term resource portfolio selected pursuant to the portfolio analysis
described in Section 9 of the LTERP did not include any solar generation.
107.

In addition, FBC has considered the potential development of community solar
projects within its service territory as part of its review and discussion of the planning
environment for the LTERP in Section 2.3.3.1. FBC has, since the LTERP was
finalized, filed an application with the Commission on April 26, 2017, for approval of
its Community Solar Pilot Project (CSPP).

108.

The CSPP is, as its name suggests, a pilot project being undertaken in response to
customer demand and which will provide FBC with first-hand knowledge and
experience regarding community solar generation within its system.117 The proposed
CSPP is of a particularly small-scale (0.24 MW of capacity and 0.29 GWh of annual
energy) and even if successful it is difficult for FBC to envision a scenario in which it
would build even 5 MW of community solar over the next five to ten years.118
Community solar is not likely to be a significant component of the FBC resource
portfolio on this time horizon and the development of the CSPP does not have any
material impact on the current LTERP. As with all potential resource options, the
viability of community solar as a long term resource will be assessed again at the time
of FBC’s next long term resource plan at which time the benefit of some experience
under the CSPP (if approved) will assist the evaluation.

vi. Development of Alternative Resource Portfolios
109.

For the purposes of the portfolio analysis performed pursuant to the RP Guidelines and
described in Section 9 of the LTERP, FBC developed a number of alternative
portfolios consisting of different mixes of supply and demand resources.

The

portfolios were designed to meet the LRB gaps on a monthly and annual basis based
on the reference case load forecast and the boundary load scenarios, and were also
subject to sensitivity analysis to determine how they perform under potentially

117
118

Response to BCUC Panel IR 1.1.4 (Ex. B-25, p. 5).
Response to BCUC Panel IR 1.1.2 (Ex. B-25, p. 2).

- 35 changing conditions in the future.119 The comparison of these alternative resource
portfolios shows the trade-offs between portfolios with different attributes in relation
to the LTERP’s objectives, such as reliability, cost-effectiveness, and consistency with
BC energy policy.120
110.

FBC applied a number of different base characteristics to the resource portfolios it
designed for the LTERP and then explored sensitivities around them.

The base

characteristics and sensitivities used in the portfolio analysis were as follows:121


Different levels of DSM (with the proposed High level of DSM as the base case
and the Max, Low, and No DSM scenarios as sensitivity cases);



Market reliance versus self-sufficiency (with market reliance for the next ten
years and self-sufficiency thereafter as the base case and longer and shorter
periods of market reliance, as well as high market and carbon prices as
sensitivity cases);



Percentage of clean or renewable resources (with at least 93 percent clean or
renewable resources as the base case and portfolios including close to or 100
percent clean or renewable resources as the sensitivity cases);



Varying load requirements (with the reference case load forecast as the base case
and the load indicated under the high and low boundary scenarios presented in
Section 4 of the LTERP as the sensitivity cases); and



Renewal of the PPA versus non-renewal (the base assumption is the renewal of
the PPA prior to its expiry in 2033, the sensitivity case is expiry in 2033 without
renewal).

111.

The actual process by which component resources were selected for incorporation into
the various alternative resource portfolios is described in detail in response to CEC IR

119

Ex. B-1, Vol. 1, p. 115.
Ibid.
121
Ex. B-1, Vol. 1, p. 116-117.
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Linear Programming model” that is designed to find the lowest present value cost of
satisfying the forecast load requirements given a set of constraints.122 Notably, the
timing of resource acquisition, the extent different resources are utilized, and the
performance profile and variable energy costs of the included resources are specific to
each resource portfolio FBC developed; as a result, each portfolio must be considered
as a whole and it is not possible for the purposes of analysis and evaluation to simply
substitute different resource components based on different costs or other attributes.123

vii. LRMC Estimates
112.

The analysis of the various resource portfolios FBC designed based on the
characteristics and sensitivities outlined above is described in detail at Section 9.3 of
the LTERP.

FBC’s analysis included the determination of the LRMC of each

portfolio it considered. These LRMC values reflect the average cost of satisfying the
incremental forecast load requirements over the planning horizon.124 The approach
FBC used to estimate the LRMC values of the different resource portfolios is
summarized in Section 9.2 of the LTERP and a more detailed technical explanation is
provided in Appendix K. A simplified numerical example of the calculation of the
LRMC values in the LTERP is provided in the response to BCOAPO IR 2.61.1.125
113.

The key components that make up the LRMC estimate for each portfolio include
incremental DSM (compared to the cost of the Low DSM scenario), PPA power, new
resource(s), market purchases, and surplus sales.126 The LRMC values also include
the costs of interconnecting new generation resources to FBC’s system, fixed
operating costs, variable energy costs, and losses to the end customer.127 Delivery was
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Response to CEC IR 1.23.2 (Ex. B-5, p. 70).
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124
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- 37 assumed to be at transmission voltage level for the purposes of determining portfolio
costs.128
114.

Because the composition of each portfolio is different in terms of the cost and
weighting of each resource component, which is in turn a result of the different base
characteristics and sensitivities modeled, the LRMC value necessarily changes for
each portfolio.129

115.

The LRMC estimates for the various resource portfolios were derived using an
assumed “base” PPA scenario of 1 percent rate increases per year in real terms.130
FBC submits that this is a reasonable assumption for planning purposes given the
experience of recent BC Hydro rate increases and the target (capped) rate increases out
to F2024.131 If the high PPA rate scenario (3 percent rate increases in real terms) was
used instead, the LRMC values of the set of four portfolios FBC selected for
consideration as the preferred portfolio increase by 4 to 8 percent.132 The preferred
portfolio FBC ultimately selected (portfolio A4) remains the same under a high PPA
rate scenario and has the smallest increase in LRMC as a result of higher PPA rates.133

116.

The LRMC estimates also generally reflect the base market price forecast for
electricity presented in Section 2.5 of the LTERP. FBC’s methodology for developing
the long term market forecasts used in the LTERP, which is based on the Mid-C
electricity price forecast, is described in detail in response to BCUC IR 1.18.3.134
FBC’s long term market forecast for electricity is quite comparable to the forecast BC
Hydro presented in its 2013 Integrated Resource Plan (IRP).135 In addition, FBC
modelled a portfolio using high market and carbon prices based on the forecasts and
scenarios discussed in Section 2.5 of the LTERP. The estimated LRMC for this
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- 38 portfolio was $5 per MWh higher than the comparable portfolio using base case
market prices.136

viii.
117.

The Selection of the Preferred Portfolio

As described in detail in Section 9.3 of the LTERP, FBC evaluated numerous different
portfolios based on: varying levels of DSM, different market access strategies and
timing, different percentages of clean or renewable energy, different long term load
scenarios, and renewal vs. non-renewal of the PPA. Based on this analysis, FBC
derived a smaller set of resource portfolios for further evaluation and consideration as
the preferred portfolio.

This is consistent with the approach the Commission

described in its decision regarding the FEU 2014 LTRP, noted above, that alternative
portfolios are to be “evaluated against the utility’s stated resource planning objectives
and a preferred resource portfolio selected”.137
118.

The four alternative portfolios FBC determined to best meet the LTERP’s objectives
and considered for selection as the preferred resource portfolio were:138


Portfolio A1, a market supply portfolio (97 percent market, 3 percent biogas) with
an LRMC of $75/MWh based on an assumption that FBC would not pursue
electricity self-sufficiency during the 20 year planning horizon.



Portfolio C1, a portfolio that would meet the at least 93 percent clean or renewable
target through new supply-side resources comprised of market supply (51 percent),
a combined cycle gas turbine (CCGT) (48 percent), and biogas (1 percent). The
LRMC of this portfolio is estimated to be $90/MWh.



Portfolio A4, another portfolio that would meet the at least 93 percent clean or
renewable target, but through a combination of market supply (31 percent), wind
(65 percent), biogas (3 percent), and a simple cycle gas turbine (SCGT) as new

136

Ex. B-1-1, LTERP (corrected version), p. 120, Fig. 9-2.
2014 FEU LTRP Decision, p. 25.
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Ex. B-1-1, LTERP (corrected version), p. 124-125.
137

- 39 supply resources to be acquired over the planning horizon. The LRMC of this
portfolio is $96/MWh.


Portfolio C4, a portfolio that would meet a clean or renewable BC resources
energy target of 100 percent through new supply resources comprised of market
supply (31 percent), wind (65 percent), biogas (3 percent), and biomass/solar (1
percent). The LRMC of this portfolio is estimated to be $97/MWh.

119.

Each of these four portfolios also includes the High DSM Scenario and power from
the PPA, on the assumption that it will be renewed prior to 2033.139 For each of
portfolios C1, A4, and C4, market purchases are selected until 2025, which FBC
intends to target for achieving full electricity self-sufficiency.140

120.

FBC’s evaluation of the trade-offs among these four resource portfolios in relation to
its resource planning objectives for the LTERP are summarized at Section 9.3.6 (see
also Table 9-2).141 Ultimately, portfolio A4 was determined to best meet the LTERP
objectives in terms of balancing cost, reliability, socio-economic benefits, geographic
resource diversity, as well as BC’s energy objectives and so was selected as the
preferred resource portfolio for the LTERP.142 The UECs of the resources included in
portfolio A4 are provided in response to CEC IR 1.23.1.143

121.

Under the preferred portfolio (and based on the planning circumstances generally),
FBC does not require new incremental generation resources until 2026 and market
supply and PPA Tranche 1 energy will continue to be optimized in the short to
medium term.144 Notably, if the LRB forecast does not change, FBC would not
actually need to consider whether to build or acquire new generation resources until
2021, at the time of its next anticipated long term resource plan.145
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Selection of the preferred portfolio also provides FBC with good flexibility for
contingency planning in the event that market prices are higher than forecast or load
increases; the inclusion of the SCGT allows short-term flexibility to handle new large
loads that arise as well as backing up the uncertain nature of wind generation, as the
resource can meet both energy and capacity needs.146 Increased reliance upon wind
generation would mitigate against increased market prices. The preferred portfolio
also satisfies planning reserve margin (PRM) requirements, based on the industry
standard Loss-of-Load-Expectation (LOLE) test, without incremental resource
requirements or additional costs.147

123.

In addition to conforming with the Commission’s RP Guidelines and providing a
thorough and reasoned basis for FBC’s long term resource acquisition strategy, the
portfolio analysis performed for, and described in, the LTERP is more than adequate
to satisfy the legislative requirements in subsections 44.1(2)(d) and (e) of the UCA.

ix. Transmission System Reinforcements
124.

In addition to incremental generation resources FBC plans to construct or acquire over
the planning horizon, the LTERP also addresses anticipated transmission system
reinforcement projects.

Section 6 of the LTERP discusses generally FBC’s

transmission and distribution system, recent system upgrades and expenditures, and
the planning criteria and practices FBC follows in this regard. As described at Section
6.1.3, FBC has undertaken a number of significant transmission projects in the last
five years. At present, only two additional transmission system reinforcement projects
have been identified within the 20 year planning horizon. As described in more detail
in Section 6.3 and Table 6-3 of the LTERP, these are:148


The Grand Forks Terminal Transformer addition, anticipated in the 2018-2020
timeframe; and
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The Kelowna Bulk Transformer Capacity Addition, anticipated in the 2019-2020
timeframe.

125.

FBC has provided additional detail on why these transmission reinforcement projects
are needed to serve the forecast demand over the planning horizon in response to
BCUC IR 1.22.3.149 Both projects are expected to be the subject of future applications
for certificates of public convenience and necessity (CPCN), where they would be
subject to a more detailed Commission review based on more defined project scope
and specifications.150

126.

For the purposes of the requirement in subsection 44.1(2)(d) of the UCA, we submit
that the foregoing provides an adequate description of transmission “facilities that
[FBC] intends to construct” during the period covered by the LTERP.

D. Why New Supply Resources are not being Replaced with DSM: UCA, s. 44.1(2)(f)

i. The Proper Legislative Context
127.

In order to address this issue, it is necessary to consider the full legislative context.
The specific statutory requirement, as noted, is an explanation for why the new
supply-side resources FBC proposes to construct or energy purchases it intends to
make are not planned to be replaced by additional DSM measures.

128.

One legal point to note at the outset is that, as the Commission explained in its
decision regarding the FEU 2014 LTRP, quoted above at paragraph 16, the
requirement in section 44.1(2)(f) of the UCA is satisfied by a bare description of why
additional DSM measures are not planned to further reduce demand satisfies the
adequacy standard.151 The “quality” of the explanation (as with the other section
44.1(2)(f) requirements) goes to the public interest aspect of the Commission’s review
pursuant to sub-sections 44.1(6) and (8) of the UCA (which is returned to below at
Part 4 of this Final Argument).
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With respect to the content of the explanation, we emphasize the narrowness of the
issue given the legislative scheme. The explanation must only address why DSM is
not being relied upon instead of new facilities or energy purchases to meet customer
demand that is estimated to exceed existing resources (i.e. forecast LRB gaps, net of
planned DSM savings).

130.

We also emphasize that there is no legislative provision that specifies the level of
DSM spending or savings FBC must pursue in a long term resource plan or otherwise.
As will be addressed further below, the public interest considerations enumerated in
section 44.1(8) of the UCA include an express provision regarding DSM; however,
this provision (section 44.1(8)(c)) only requires consideration of whether the plan
“shows that the public utility intends to pursue adequate, cost-effective demand-side
measures”. “Adequate” in this context refers, pursuant to the DSM Regulation, to the
inclusion of specific types of DSM programs and measures, but not to the overall level
of DSM being pursued. Similarly, the only BC energy objective regarding DSM in
the CEA that is actually applicable to FBC, section 2(b), is simply “to take demandside measures and to conserve energy”. No express legislative requirement requires
FBC to pursue any particular amount of DSM, much less all cost-effective DSM as
some interveners seem to suggest.

131.

Section 2(b) of the CEA does establish a DSM target applicable specifically to BC
Hydro of reducing its estimated increase in demand for electricity by 66 percent by
2020. BC government policy has favoured the use of savings targets based on a
percentage of load growth off-set dating back to the 2007 BC Energy Plan, which set a
savings target for BC Hydro of achieving 50 percent of its incremental resource
requirements through conservation.152 This was updated to the current 66 percent load
growth off-set target through enactment of the CEA in 2010.153 While these specific
targets are made applicable only to BC Hydro, they reflect general BC government
policy and we submit that they are relevant for the Commission to consider for the
purposes of FBC long term DSM planning.

152
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Ex. B-1, Vol. 2, p. 11.
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BCSEA’s consultant, Mr. Grevatt of EFG has criticized defining DSM savings as a
percent of load growth and has suggested that DSM initiatives should, “where ...
consistent with government policy”, “turn forecasted pre-DSM load growth ‘flat’ or
even ‘negative’, such that sales are actually declining rather than only growing at a
reduced rate”.154 However, such an approach is inconsistent with BC government
policy and legislation. For the reasons stated above, BC energy policy and legislation
supports the use of the load growth off-set metric, which necessarily means that some
percentage of load growth will not be met through DSM. Mr. Grevatt’s view of the
merits of that policy and legislation does not mean that it can be simply disregarded.

ii. FBC’s Explanation is Reasonable and Should be Accepted
133.

FBC’s explanation for why new supply-side resources are needed instead of more
DSM is provided in Section 8.1.3 of the LTERP and Section 3.2 of the LT DSM Plan.
The explanation clearly satisfies the minimum or “adequacy” requirement under
section 41.1(2)(f) of the UCA.

134.

In terms of the “quality” of the explanation, we submit that FBC’s rationale is entirely
reasonable, supports the objectives of the LTERP, and should be accepted by the
Commission.

135.

First, in terms of cost, the high level of DSM that FBC selected for the LT DSM Plan
was determined through an assessment of cost effectiveness based on the TRC so that
cost impacts to both the utility and the customer are taken into account (and as per the
DSM Regulation).155

Supply-side resource options were then evaluated in

combination with DSM through the portfolio analysis process to meet remaining LRB
gaps.156 The high level of DSM under the scenario proposed in FBC’s LT DSM Plan
has an average incremental cost of $98/MWh.157 This is closely comparable to FBC’s
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- 44 LRMC for BC clean or renewable resources (approximately $100/MWh) that is used
in the cost-effectiveness test under the DSM Regulation.
136.

When considered in conjunction with the other resource scenarios FBC has evaluated
and selected for the preferred resource portfolio, the cost associated with the High
level of DSM is a reasonable compromise. For example, the High DSM scenario
involves a ramp-up, beginning in 2021, from the Base level of DSM (66 percent load
growth offset) to a full 80 percent load growth offset in order to optimize FBC’s use,
and its rate-payers’ benefit from, lower cost tranche 1 energy under the PPA in the
short term.158 This strategy improves the overall cost-effectiveness of the targeted
High level of DSM and mitigates the rate impact.159 FBC considers rate impacts of
DSM measures and the optimization of other low-cost resources (such as BC Hydro
PPA Tranche 1 energy) to be relevant to the selection of the appropriate level of DSM
for the LTERP.160 This is consistent with the Commission’s decision in respect of
FBC’s 2015-16 DSM Plan, where it was determined that “overall rate impacts from
the DSM portfolio are best addressed in a LTRP”.161 The ramp-up strategy also
allows for a reasonable transition period from current DSM levels to allow FBC to
escalate customer awareness, expand program offers and build market capacity to
achieve higher levels of DSM savings.162

137.

Implementing even higher levels of DSM (i.e. the Max scenario), on the other hand,
would require higher-cost DSM measures with marginal costs averaging
$108/MWh.163 This is significantly more than the cost of the proposed DSM scenario.
It is also materially higher than the $100/MWh LRMC of BC clean or renewable
resources, and would result in rate increases for customers if implemented.164 The
cumulative rate impact of the Max DSM scenario is approximately 2 percent higher
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- 45 than the High DSM scenario and the average residential customer’s bill would
increase by approximately $30 more under the Max DSM scenario than the High
scenario over the course of the planning horizon.165
138.

FBC considered the higher levels of DSM under the Max scenario to be sub-optimal
for a number of other reasons, including the inherently non-firm, non-dispatchable
nature of DSM savings compared to supply side options. DSM requires voluntary
participation by customers and the Max scenario therefore creates risks in managing
the LRB if DSM program uptake does not materialize as planned.166

The Max

scenario also increases the risk of incurring higher costs if load growth falls short of
expectations.167 In this regard, we note that at the low end of the MC range for the
reference case load forecast, there are no energy gaps and no new resources are
required after savings from the High DSM scenario, assuming the PPA is renewed.168
139.

It must also be emphasized that the High DSM scenario is planned to ramp-up to an 80
percent load-growth off-set target and averages 77 percent load-growth off-set over
the full length of the LTERP’s 20-year planning horizon. This is substantially higher
than the 66 percent load growth off-set target that is applicable to BC Hydro under the
CEA. Accordingly, the High DSM scenario is consistent with current BC government
policy and legislation regarding electricity conservation targets. Given that the High
level of DSM in fact exceeds the legislated target applicable to BC Hydro and given
that FBC has a valid and reasonable explanation for preferring supply-side resources
over using even more DSM, we submit that the Commission should accept the
explanation as justifying FBC’s proposed DSM scenario in all of the circumstances.

140.

Also notable, in our submission, is that the High DSM scenario developed out of the
stakeholder consultation process. As described in section 3 of the LT DSM Plan, the
High scenario originated from the final LTERP Resource Planning Advisory Group
(RPAG) meeting in October 2016 where a midpoint scenario, between the Base and
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- 46 Max levels of DSM, was requested by meeting participants and subsequently
modelled and adopted by FBC for the LTERP.169 This demonstrates stakeholder
participation in and support for the selection of the High DSM scenario.

iii. Jurisdictional Comparison
141.

BCSEA’s consultant, Mr. Grevatt has provided evidence of energy conservation
practices in the U.S. in response to what he says is FBC’s “claim that high DSM
savings targets are too risky”.170

First of all, this statement is not an accurate

description of FBC’s position. FBC’s view, as reflected in the choices made for the
LT DSM Plan and the LTERP, is that DSM levels beyond the High DSM scenario
involve certain risks that, when combined with cost-related factors, justify FBC’s
decision to pursue the supply-side resource options selected for the preferred resource
portfolio. It is telling in this regard that when Mr. Grevatt quotes from the LT DSM
Plan at page 4 of his evidence, he only provides an excerpt that mentions the risk of
insufficient customer participation. The full text from the relevant passage of the LT
DSM Plan is as follows, with the underlining indicating the text Mr. Grevatt chose to
exclude from the excerpt he quoted:
The Max scenario was not chosen for a number of reasons including the
voluntary nature of DSM participation and the inherently non-dispatchable
nature of DSM savings compared to supply-side resources. The Max
scenario presents:


higher risks of:
o insufficient customer participation; or
o incurring higher costs if load growth falls short of
expectations;



169
170

Ex. B-1, Vol. 2, p. 11.
Ex. C5-5, p. 4.

gaps in DSM monthly savings profile vs. load resource needs (see
section 8.1.3 of the LTERP); and
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142.

a higher cost ($108/MWh) of the Maximum tranche compared to
the LRMC of $100.171

The jurisdictional comparison Mr. Grevatt provides in his report does not, in any
event, support his conclusion that “there is ample evidence that even Fortis’ proposed
Max scenario is well below the level that effective programs can be expected to
achieve”.172 He relies for this statement on a single metric (conservation savings as a
percentage of energy sales) from a single report, The 2016 State Energy Efficiency
Scorecard from the American Council for an Energy-Efficient Economy (ACEEE).
The ACEEE report itself shows that the total conservation savings as a percentage of
energy sales in the United States was 0.71 percent and the median U.S. state achieved
0.61 percent during the time period covered by the report.173 Comparatively, under
the High DSM scenario, FBC’s energy savings reach 0.8 percent of sales in most years
of the planning horizon, which compares favourably to the majority of U.S.
jurisdictions.174

143.

The percent of energy sales metric in the ACEEE report also does not account or
adjust for variations in cost-effectiveness requirements or variations in avoided costs
of energy within the different U.S. jurisdictions sampled. The report itself warns that,
“All states have cost-effectiveness requirements for energy efficiency programs.
However the wide diversity of measurement approaches makes comparison less than
straightforward”.175

For this and other reasons, jurisdictional comparisons of the

nature relied upon by Mr. Grevatt should be approached with significant caution.176
144.

Furthermore, the jurisdictional data that Mr. Grevatt says is “ample evidence” that
FBC’s DSM proposals fall “well below” the level of “effective” conservation
programs does not include any comparison to other Canadian utilities or jurisdictions.
Just with respect to British Columbia, we note that BC Hydro’s DSM program
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- 48 savings, as a percent of retail sales is 0.7 percent for F2014-2016 and 0.6 percent for
F2017-2019.177 FBC’s planned savings that reach 0.8 percent of sales in most years of
the LTERP compare favourably to BC Hydro’s practices.
145.

In addition, Mr. Grevatt does not, in his evidence, mention any of the other metrics
contained within the ACEEE report.

In particular, ACEEE also evaluates

conservation based on energy savings as a percentage of revenue. The 2016 ACEEE
report cited in Mr. Grevatt’s evidence shows that the median U.S. state reported
spending of 1.2 percent of revenue on energy conservation.178 FBC’s proposed High
level of DSM, on the other hand, is projected to involve spending that averages 2.2
percent of FBC’s estimated revenue annually from 2017 to 2035.179 This would place
FBC in the top 15 of U.S. jurisdictions on this metric.180
146.

The foregoing demonstrates that, to the extent the comparison can be given any
weight, FBC’s proposed level of DSM spending and savings is quite reasonable when
compared to the experience in the U.S. Consistent with this conclusion, Mr. Grevatt
did not actually perform any analysis to determine if there are DSM measures
commonly offered in those U.S. states with high savings percentages that are
applicable to but not offered by FBC.181

147.

It is also noteworthy that, while Mr. Grevatt challenges the notion that high levels of
DSM are “risky”, he does not provide any evidence with respect to the cost or rate
implications of increasing DSM to the levels of the top U.S. jurisdictions. In response
to a BCUC staff IR asking whether FBC could reasonably be expected to achieve
savings that equal 1 percent, 1.5 percent, or 2 percent of sales, BCSEA stated that
“EFG has not conducted the analyses required to support quantified conclusions”.182
We note that when BCSEA proposed that FBC should increase its DSM spending to a
level necessary to achieve 2 percent of sales during the 2012 LTRP proceeding, the
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- 49 evidence from its expert consultant was that doing so would cost FBC $32,290,000
annually.183 While this figure would be different if re-calculated for the purposes of
the 2016 LTERP, there is no evidence or reason to believe the order of magnitude
would be significantly different. It perhaps goes without saying that such a dramatic
DSM spending increase would increase customer rates and would not, in FBC’s
submission, be in the public interest.

iv. DSM Reliability Issues
148.

In any event, of the foregoing discussion, the jurisdictional comparison referenced by
Mr. Grevatt in his report is not actually evidence of the point he purports to make.
The fact that some U.S. jurisdictions may pursue higher levels of energy conservation
than FBC proposes does not mean that high levels of DSM do not entail certain risks
when compared to supply side resources. There can be no doubt that DSM measures
rely on voluntary participation by customers. Mr. Grevatt seems to acknowledge this
in his report when he accepts that “it may be true that ‘there is no guarantee that actual
DSM program uptake will materialize’” as a result of DSM spending.184

149.

We note in this regard, that in response to an IR from BCOAPO, Mr. Grevatt declined
an opportunity to comment on particular tools FBC could, but does not employ, that
would enhance customer participation in DSM programs.185 While indicating that this
was beyond the scope of Mr. Grevatt and EFG’s engagement, BCSEA also stated that
such a topic would be more suitable for a DSM expenditure schedule proceeding.186

150.

In our submission, this position demonstrates the limited utility of Mr. Grevatt’s
evidence. While seeming to criticize FBC for not developing “thoughtful strategies to
ensure that enough customers participate in the programs”, he has not apparently
reviewed FBC’s existing practices or presented any concrete evidence to demonstrate
that the reliability risks FBC has considered would be reduced or eliminated through
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- 50 specific alternative strategies that are not being employed. Further, if the topic of
BCOAPO’s IR is considered to be beyond the scope of the LTERP, then Mr. Grevatt’s
evidence on which the IR was based, and his related criticisms, cannot be relevant to
the LTERP either.
151.

There can also be no doubt that DSM measures are not dispatchable in the same way
and are less firm than comparable supply-side resources, a point that Mr. Grevatt does
not seem to contest in his evidence.

152.

Accordingly, the general reliability concerns with DSM above the High scenario are
and were appropriate for FBC to consider in developing the LTERP and in selecting
the incremental supply resources in the preferred portfolio instead of additional levels
of DSM.

v. DSM versus System Reinforcement
153.

Mr. Grevatt’s evidence also addresses the possibility of using DSM as an alternative to
future system reinforcement projects.

154.

FBC is not, in principle, opposed to studying the possible integration of “non-wires”
alternatives (to use Mr. Grevatt’s terminology) into its transmission system planning
processes in the future. The on-going CPR additional scope services, which as Mr.
Grevatt correctly notes includes review of demand response measures, will assist in
evaluating the potential future application of DSM as part of FBC’s system planning
practices.

155.

FBC does note that, as Mr. Grevatt seems to acknowledge, DSM will not be a feasible
alternative for all system reinforcement projects and, where it is feasible, would
require significant lead-time and planning to potentially defer the need for
infrastructure spending. Further, FBC’s network planning is based on actual load
growth trajectory for specific lines and substation equipment; significant new
developments and associated increases in load in specific geographic locations will

- 51 generally outpace the impact of DSM savings in the same area.187 Accordingly, the
impact of future DSM measures and savings on forecast peak load for specific system
infrastructure is uncertain and system upgrades will be necessary to ensure service
quality and reliability standards are met after certain planning thresholds are
crossed.188
156.

In addition, FBC is moving away from a period of significant investment in system
infrastructure. The LTERP only contemplates two relatively modest transmission
upgrade projects over the planning horizon, so opportunities to implement DSM
alternatives in this area may be practically limited. FBC does not, for example, take
Mr. Grevatt’s evidence or BCSEA’s position to be that either the Grand Forks
Terminal Transformer Addition or the Kelowna Bulk Transformer Capacity Addition
could be avoided through the use of DSM.

157.

Concerns regarding inequity among customers of the same rate class would also need
to be considered and addressed if DSM measures and incentives are targeted to
specific geographic areas for the purposes of deferring future system infrastructure
upgrades.189 The UCA broadly prohibits rate discrimination or preference, as well as
the extending of “a form of agreement, a rule or a facility or privilege” to a person
unless it is “regularly and uniformly extended to all persons under substantially similar
circumstances and conditions for service of the same description” (see sections
59(1)(a) and (2)(b)). On their face, these provisions would limit FBC’s ability to
direct specific DSM measures and incentives to customers in specific geographic
areas.

158.

For these reasons, FBC’s explanation and rationale for the limited transmission
facilities it intends to construct over the course of the planning horizon is more than
adequate to justify their inclusion in the LTERP rather than DSM measures.
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- 52 E. Other Information Required by the Commission: UCA, s. 44.1(2)(g)
159.

The final adequacy requirement for a long term resource plan under s. 44.1(2) of the
UCA is to provide any other information required by the Commission. Typically, this
arises through directions in the Commission’s decision regarding a previous resource
plan or other applications.

160.

FBC has satisfied this legislative requirement as summarized at Sections 1.5.2 and
1.5.3 of the LTERP.190
PART 4 - PUBLIC INTEREST CONSIDERATIONS

A. UCA, s. 44.1(6) & (8)
161.

Under section 44.1(6) of the UCA, the Commission must accept the LTERP if it
determines that carrying it out would be in the public interest. Section 44.1(8), in turn,
enumerates matters that the Commission “must consider” in determining whether to
accept a long term resource plan “under subsection (6)”. It follows that, in effect,
section 44.1(8) defines the criteria on which the Commission’s public interest
determination must be based.

162.

While not intending to suggest the Commission does not have residual jurisdiction to
consider matters beyond those described in s. 44.1(8) in assessing the public interest,
we do submit that it should be a rare case in which the s. 44.1(8) criteria are satisfied
or otherwise support acceptance, but the Commission nonetheless decides that a long
term resource plan is not in the public interest and refuses to accept it under s. 44.1(6).
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Ex. B-1, Vol. 1, p. 12-14.

- 53 B. The Section 44.1(8) Criteria Support Acceptance of the LTERP

i. Applicable BC Energy Objectives: UCA, s. 44.1(8)(a)
163.

The first criteria the Commission must consider under section 44.1(8) is the applicable
of BC’s energy objectives, which as summarized above at paragraph 19, are set out in
the CEA.

164.

Table 1-3 in Section 1.4.2 outlines how the LTERP furthers BC’s energy objectives
(some of which are only applicable to BC Hydro pursuant to section 2 of the CEA).

165.

The LTERP has, as one of its planning objectives, ensuring consistency with
provincial energy objectives and, in our submission, the LTERP is supportive of all
applicable energy objectives enumerated in section 2 of the CEA.

166.

One of the energy objectives under the CEA that has received particular attention in
this process is “to encourage the switching from one kind of energy source or use to
another that decreases greenhouse gas emissions in British Columbia” (s. 2(h)). The
potential for gas to electricity fuel switching programs was discussed above in respect
of the LT DSM Plan and BC’s recent legislative changes regarding electrification
undertakings (see paragraphs 72-75). In our submission, FBC’s on-going evaluation
of such potential programs is entirely reasonable and appropriate in the circumstances,
particularly since the measure examined to date failed the TRC test and given the new
cost effectiveness methodology for electrification programs directed under the recently
amended GGRR.

167.

Fuel switching has been addressed in the LTERP in other respects as well.

In

particular, the LTERP contemplates that FBC will continue to support government
direct current (DC) fast charging programs for EVs, as well as its own initiatives for
expanding EV charging infrastructure in FBC’s service territory. 191 This is consistent
with and facilitates increased consumer demand for EVs instead of gas powered
vehicles. FBC has also tailored the alternative load scenarios considered in Section 4
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- 54 of the LTERP to address various levels of EV market penetration to determine
potential impacts on FBC’s system and long term load forecasts.192

ii. Requirements under ss. 6 and 19 of the CEA: UCA, s. 44.1(8)(b)
168.

Section 44.1(8)(b) of the UCA requires the Commission to consider the extent to
which the LTERP is consistent with the requirements in sections 6 and 19 of the CEA.
Section 6 of the CEA provides that a utility must consider British Columbia’s energy
objective to achieve electricity self-sufficiency in planning for the construction of
generation facilities and energy purchases in a long term resource plan. The objective
of “electricity self-sufficiency” is described in section 6(2) of the CEA as holding “the
rights to an amount of electricity that meets the electricity supply obligations solely
from electricity generating facilities within the Province”.

169.

The LTERP is consistent with and supports this objective. As described above at
paragraphs 118-120 in respect of the LTERP’s portfolio analysis, three out of the four
alternative portfolios FBC considered for the preferred portfolio and the portfolio it
ultimately selected are predicated on achieving electricity self-sufficiency by 2025,
after which time incremental supply will come from FBC’s own generation and/or
energy purchases from BC suppliers. The percentage of energy in the preferred
portfolio that meets the CEA description of electricity self-sufficiency will also ramp
up from 92.1 percent in 2016 to 96.8 percent in 2025.193

170.

FBC evaluated achieving electricity self-sufficiency in the shorter term, i.e. by 2020;
however this would result in a significantly higher LRMC and would require
incremental resources to be secured within the next few years.194 A self-sufficiency
target of 2026 is, in FBC’s submission, a more balanced approach that allows
additional time to assess market conditions and any changes in the LRB forecast,
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- 55 while also allowing FBC and its rate payers to take advantage of lower cost market
purchases in the short term.195
171.

With respect to section 19 of the CEA, as discussed above at paragraph 20, this
provision is not applicable to FBC. FBC is not a prescribed public utility under
section 19(2)(b), nor are there are any regulations under the CEA prescribing “targets
in relation to clean or renewable resources”. The LTERP is nonetheless consistent
with the energy objective in section 2(c) of the CEA to generate at least 93 percent of
the electricity in BC from clean or renewable resources. The preferred resource
portfolio FBC selected for the LTERP is specifically designed to achieve that target
and would in fact increase from 95.8 percent clean or renewable in 2016 to 97.9
percent clean or renewable by 2025.196

172.

FBC also addressed the BC government’s recent commitment in the Climate
Leadership Plan (CLP), released August 2016, that BC Hydro will acquire 100
percent of its supply of electricity from clean or renewable sources going forward
(except where concerns regarding reliability or costs are present).197

While this

commitment only applies to BC Hydro, FBC developed and evaluated resource
portfolios to meet the 100 percent clean or renewable target as described in Section
9.3.3 of the LTERP.198
173.

In our submission, the LTERP is, for these reasons, entirely consistent with the
requirements under sections 6 and 19 of the CEA.

iii. Adequate and Cost Effective DSM Measures: UCA, s. 44.1(8)(c)
174.

As described above, the Commission’s consideration of whether the LTERP shows
that FBC intends to pursue “adequate” and “cost-effective” DSM measures under
section 44.1(8)(c) of the UCA is based on the statutory meanings ascribed to those
terms in the DSM Regulation. In that legislative context “adequacy” does not reflect
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- 56 the amount of DSM spending a utility intends to make or savings it proposes to target.
Rather, “adequacy” refers to the inclusion of particular DSM measures or programs
specified in section 3 of the DSM Regulation. At the time the LTERP was filed,
which for the reasons stated above at paragraphs 26-27 is the relevant time to
determine the applicable legislative requirements, a plan was “adequate” for purposes
of section 44.1(8)(c) of the UCA if it included DSM measures: intended to assist lowincome households and to improve the energy efficiency of rental accommodations, as
well as to educate students in schools and post-secondary institutions in the utility’s
service area about energy efficiency and conservation.
175.

As summarized in Sections 4.1.7, 4.1.8, and 4.4.4 of the LT DSM Plan, FBC has
provided and intends to continue to provide a number of DSM programs targeted at
low-income customers, rental accommodation, and student education.199

The

“adequacy” requirement under section 44.1(8)(c) is accordingly satisfied for the
purposes of the LTERP.
176.

The amendments to the DSM Regulation that went into effect on March 24, 2017, after
the LTERP was filed, include additional types of measures under the “adequacy”
definition. As described above, at paragraphs 24-25 of this Final Argument, these
involve measures to support codes and standards respecting energy conservation (s.
3(1)(e)) and measures to support the adoption of a “step code”, which is newly defined
in section 1, or more stringent requirements within a step code (s. 3(1)(f)).

177.

The LTERP was developed and then filed before the amendments to the DSM
Regulation added these adequacy requirements and accordingly the LT DSM Plan
does not (nor should it be expected to) address the specifics of the new requirements in
sections 3(1)(e)-(f) of the regulation. The LT DSM Plan does, nonetheless, include
high level description of DSM initiatives FBC intends to pursue in each of the areas
addressed by the new requirements. In particular:
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The LT DSM Plan, at Section 4.4.5, discusses FBC’s support of codes and
standards policy development and research through in-kind and financial cofunding arrangements.200



The LT DSM Plan, at Section 4.1.4, describes FBC’s New Home program, which
“will provide incentives to encourage a higher level of whole home energy
efficiency via a performance path (i.e. ENERGY STAR® for New Homes
(ESNH)) to exceed the baseline requirements of the BC building code”.201 This
DSM initiative does indirectly support the adoption of step codes within FBC’s
service territory.

178.

Further, FBC will be addressing the specifics and necessary funding level for the new
adequacy requirements starting with its next DSM expenditure schedule to be filed
pursuant to section 44.2 of the UCA. It will include more details about specific DSM
measures FBC will be implementing in response to the amended section 3 of the DSM
Regulation.

179.

The cost effectiveness test prescribed under section 4 of the DSM Regulation is
described above at paragraphs 29-30 of this Final Argument. For the purposes of
section 4(1.1)(b) of the DSM Regulation, FBC has calculated the avoided electricity
cost of the LT DSM Plan portfolio using:202


A deferred capital expenditure (DCE) value of $79.85/kW-yr, consistent with the
updated DCE value developed for and approved in respect of FBC’s 2017 DSM
Plan, as its avoided capacity cost; and



A LRMC of $100.45/MWh for acquiring electricity generated from clean or
renewable resources in BC.
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The LRMC of $100.45/MWh for DSM purposes was estimated as part of the
portfolio analysis FBC conducted for the LTERP. It reflects the LRMC of a portfolio
of resources without any DSM: Portfolio B1, which includes wind, biomass, biogas,
run-of-river, and market purchases out to 2025.203

181.

All measures included in the High DSM scenario FBC selected pursuant to the LT
DSM Plan and included in the preferred portfolio for the LTERP are cost-effective
within the meaning the DSM Regulation.204 The High level of DSM is targeted to
achieve total savings of 602 GWh205 over the 20 year planning horizon at a TRC
benefit/cost ratio of 2.2.206 This clearly demonstrates that FBC intends to pursue cost
effective DSM measures pursuant to the LTERP in conformity with section 41.1(8)(c)
of the UCA.

182.

While the High DSM scenario does in fact include the majority of cost-effective DSM
from an LRMC perspective,207 we submit that it is significant that the public interest
consideration in section 41.1(8) of the UCA that is expressly related to DSM measures
does not, in any way, reflect the level of DSM spending or savings a utility proposes
to pursue in a long term resource plan. Similarly, the only BC energy objective under
the CEA that is actually applicable to FBC, section 2(b), is simply “to take demandside measure[s] and to conserve energy”. As discussed in detail above, at paragraph
130 of this Final Argument, there is no express legislative requirement on FBC to
pursue any particular amount of DSM, much less all cost-effective DSM as some
interveners seem to suggest through their IRs and evidentiary filings.

iv. The Interests of FBC’s Present and Future Rate Payers
183.

Without purporting to be exhaustive, the following is a list of some of the important
aspects of the LTERP that demonstrate it is in the interests of rate payers who receive
or may receive service from FBC:
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The LTERP and LT DSM Plan are the result of a thorough internal planning process at
FBC. The process has included, among other things,
(i)

A detailed assessment of the planning environment and potential
developments in energy policy and practices over the 20-year period
covered by the LTERP;

(ii)

Engaging an expert consultant, Navigant, to develop a Load Scenario
Assessment Report208 to ensure that the load forecasts to be addressed in
the LTERP covered non-traditional load drivers that could proliferate over
the planning environment;

(iii)

Collaborating with BC Hydro on a comprehensive Supply-Side Resource
Options Report209 that evaluated financial and other attributes of potential
supply resources and their associated costs;

(iv)

FBC’s participation in the province-wide dual-fuel CPR process and the
commissioning of the FBC CPR Report, which provides specific findings
on the energy savings potential in FBC’s service territory;

(v)

A complex and detailed portfolio analysis of available resource options to
determine FBC’s preferred resource acquisition strategy for the 20-year
planning horizon; and

(vi)

A detailed review and update of the Company’s approach to LRMC and
PRM.210

(b)

FBC has also engaged in a robust process of customer and stakeholder
consultation with respect to the LTERP. As described in detail in Section 10 of
the LTERP, this consultation included five workshops with the RPAG, seven
Community Consultation workshops for interested individuals from communities
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- 60 within FBC’s service area, engaging Sentis Research to survey customers through
an on-line discussion board process, specific dialogue and engagement with First
Nations, and three in-person meetings with Commission staff. The customer and
stakeholder engagement process proved invaluable to the development of the
LTERP. For example, as described above, the High DSM scenario originated in
the final meeting of the RPAG where participants requested a mid-point between
the Base and Max DSM scenarios, which FBC modelled and ultimately adopted
in the LT DSM Plan.211
(c)

The LTERP and LT DSM Plan demonstrate that FBC takes seriously and intends
to promote a wide range of cost-effective DSM programs that will provide
customers across all sectors and including hard-to-reach customers with ample
opportunities to conserve and reduce their demand for energy.

(d)

The LTERP demonstrates that FBC will meet future customer demand through a
prudent strategy for resource acquisition that utilizes low cost resource options
where appropriate while managing market risk and other contingencies and
balancing other energy policy objectives. Current and potential future customers
can feel confident that, if implemented, the LTERP will help ensure that they are
provided with secure and reliable service in a cost-effective manner.

C. The LTERP and LT DSM Plan are in the Public Interest
185.

In summary:


FBC’s 2016 LTRP satisfies all of the statutory requirements for filing set out in
section 44.1(2) of the UCA;



The LTERP conforms with the Commission’s RP Guidelines;



All of the public interest considerations described in section 44.1(8) of the UCA
support acceptance of the LTERP; and
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The preferred resource portfolio selected pursuant to the LTERP provides a
reasonable balance among planning priorities and objectives and will ensure
delivery to FBC’s customers of secure, reliable, and cost-effective services in a
manner that is consistent with BC energy policy and objectives.

186.

For these reasons, carrying out the LTERP is in the public interest.

D. Partial Acceptance of the LTERP is Not Appropriate or Warranted
187.

In BCUC IR 2.80.1, staff raised a hypothetical scenario in which the LT DSM Plan
portion of the LTERP is rejected. The preamble to this IR and BCUC IR 2.80.1.1
suggest that such a hypothetical may be premised on FBC filing an updated LT DSM
Plan following the completion of the BC CPR additional scope services.

188.

As described in the response to BCUC IR 2.80.1, a hypothetical situation in which the
LT DSM Plan is rejected but the balance of the LTERP accepted is not a plausible
outcome given the interrelationship between the selection of the High DSM scenario
in the LT DSM Plan and the portfolio analysis in the LTERP. If the LT DSM Plan is
not accepted, then this would necessarily entail a revised portfolio analysis and
potentially changes to FBC’s overall resource acquisition strategy and its preferred
resource portfolio presented in the LTERP.212

189.

We note again the Commission’s previous statement in respect of FEU’s 2014 LTRP:
“While it is possible that the Panel or other stakeholders may disagree with individual
assumptions and may prefer an alternative action plan, the test is whether the plan as
filed meets the public interest”. We also note that the UCA is silent on what occurs if
a long term resource plan is rejected. Even if a part of the plan is rejected under
section 44.1(7), there is no mandatory requirement for a utility to re-submit the
rejected part of the plan: section 44.1(7)(a) uses permissive language (the utility “may
resubmit” the rejected part of the plan).
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- 62 190.

Notwithstanding this legal discussion, we submit that there is no substantive reason
for the Commission to reject the LT DSM Plan, or any other part of the LTERP. The
BC CPR results, which include the economic conservation potential in FBC’s service
area, provide the foundation for the LT DSM Plan without further input. 213

The

additional scope services for the CPR will inform FBC’s future DSM expenditure
schedule applications; however, this will not provide any additional information that
would change the preferred DSM scenario selected for the LT DSM Plan and
LTERP.214
PART 5 - OTHER ISSUES RAISED IN THE PROCEEDING
A. Adequacy of the Action Plan
191.

A number of IRs from Commission staff question why certain short-term activities
referenced in the LTERP were not included in the “Action Plan” provided in Section
11.

192.

In FBC’s view, the Action Plan conforms with the Commission’s RP Guidelines.
Guideline No. 7 regarding “Development of an action plan” is stated as follows:
The selection process in Guideline No. 6 provides the components for the
action plan. The action plan consists of the detailed acquisition steps for
those resources (from the selected resource portfolio) which need to be
initiated over the next four years in order to meet the most likely gross
demand forecast. [...]

193.

Guideline No. 6 describes the process by which alternative resource portfolios are
evaluated and the preferred portfolio selected. As stated in Guideline No. 5, the
alternative resource portfolios each consist “of a combination of supply and demand
resources needed to meet the gross demand forecast”.

Accordingly, FBC has

interpreted Guideline No. 7 as suggesting that only activities and actions specific to
the acquisition of new DSM and energy and capacity resources (i.e. electricity

213
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- 63 generation resources) that are included in the preferred portfolio should be addressed
in the Action Plan.
194.

None of the actions or activities highlighted in Commission staff’s IRs meets these
criteria. In particular:


The CSPP (see BCUC IR 1.11.6(iii)) is not a supply or demand resource that is
included in the preferred resource portfolio and is not being relied upon to meet
FBC’s long term load forecast;215



FBC’s existing arrangement for purchasing unplanned deliveries from a selfgenerating customer (see BCUC IR 1.12.4.2) does not involve new resource
acquisition;216



FBC does not consider that the extension of an existing power supply agreement
(i.e. the Brilliant Power Purchase Agreement) or the refurbishment of an existing
generation plant at Upper Bonnington (see BCUC IR 1.20.1) constitute new
resource acquisition;217 and



FBC does not consider the transmission reinforcement projects described in the
LTERP (see BCUC IRs 1.22.2 and 2.59.3.3) to be new energy and capacity
resources within the meaning of RP Guideline No. 7 in that they do not provide
additional generation to meet the long term load forecast or otherwise reduce the
demand for energy FBC must serve over the planning horizon.218

195.

FBC has, in any event, described each of the above projects and activities in detail in
the LTERP. They will also be subject to review in future regulatory filings and BCUC
processes.
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- 64 B. Timing of FBC’s Next Long Term Resource Plan
196.

Given that FBC requires no new supply-side resources in the next 10 years, it expects
that it would file its next long term resource plan in 2021, approximately five years
from the filing of the present LTERP.219 This is consistent with the five year interval
the Commission directed following acceptance of FBC’s 2012 LTRP.

C. Rescinding RS 90
197.

As an ancillary matter, FBC is also seeking in this proceeding the Commission’s
consent to rescind RS 90 pursuant to section 61(2) of the UCA.

198.

RS 90, regarding Energy Management Services was introduced in 1990 through
Commission Order G-47-89. Its original purpose was to describe and provide terms
and conditions in respect of each of the Company’s specific energy conservation
programs. As described in detail in Section 5.3 of the LT DSM Plan, that purpose is
now redundant as the DSM terms and conditions are provided under individual
programs where they have greater customer visibility and mandatory sign-off.220 Parts
of RS 90 also conflict with or limit flexibility in FBC’s DSM program design and
practices. Notably, FBC is the only utility in BC with a DSM specific tariff schedule
and such a tariff schedule is virtually unknown in other North American
jurisdictions.221

199.

For the reasons stated in Section 5.3 of the LT DSM Plan, we submit that rescinding
RS 90 is appropriate and that consent for FBC to do so should be provided in the
Commission order made in this proceeding.
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- 65 PART 6 - CONCLUSION
200.

For the reasons stated above and in FBC’s filings in this proceeding, we submit that
carrying out the LTERP, including the LT DSM Plan, would be in the public interest
and should be accepted by the BCUC.

ALL OF WHICH IS RESPECTFULLY SUBMITTED.
October 20, 2017
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