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A. Introduction 

1. On February 27, 2017, British Columbia Hydro and Power Authority (BC Hydro) 

filed (the Filing) with the British Columbia Utilities Commission (BCUC) the 

following two energy supply contracts: 

• An agreement dated November 17, 2017, between BC Hydro and Tolko 

Industries Ltd. (Tolko) that amends and extends a 2009 electricity purchase 

agreement (Tolko Armstrong Extension Agreement) for its wood waste 

co-generating facility near Armstrong, B.C. (Armstrong Co-Gen Facility) 

until June 30, 2019 (or September 30, 2019 if BC Hydro exercises its option 

to extend the end date); and 

• An agreement dated December 29, 2017, between BC Hydro and Atlantic 

Power Preferred Equity Ltd. (Atlantic Power) that amends and extends a 

1990 electricity purchase agreement (NWE Extension Agreement) for its 

wood waste generating facility near Williams Lake, B.C. (NWE Williams 

Lake Facility) until June 30, 2019 (or September 30, 2019 if BC Hydro 

exercises its option to extend the end date). 

2. The Armstrong Co-Gen Facility and the NWE Williams Lake Facility are referred to 

collectively as the "Biomass Facilities". The Tolko Armstrong Extension 

Agreement and the NWE Extension Agreement are referred to collectively as the 

"Extension Agreements". 

3. The previous EPA between BC Hydro and Tolko was to expire on November 20, 

2017 and the previous EPA with Atlantic Power was to expire on April 1, 2018. 

The previous EPAs did not have evergreen provisions and, in the absence of the 

Extension Agreements, would have terminated .1 

1 The EPA for the NWE Williams Lake Facility provided BC Hydro with an option to extend the term of the 
EPA, but BC Hydro did not exercise the option because it is in the process of developing a biomass 
energy strategy for those biomass EPAs that are expiring. Exhibit B-1, page 10, line 21. 
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4. The Extension Agreements are short-term extensions to the existing EPAs. The 

purpose of the Extension Agreements is to manage risk in relation to meeting 

BC Hydro's long-term need for energy and capacity. The Extension Agreements 

act as bridging mechanisms until the biomass fibre study2 underway and the 

biomass energy strategy3 currently in development with government, each of 

which will take into consideration biomass fuel supply availability and cost

effectiveness, are implemented. BC Hydro is consulting with government on the 

strategy development to ensure alignment with Provincial interests.4 

5. The results of the biomass fibre study and biomass energy strategy will enable 

BC Hydro to make decisions on longer-term biomass EPA renewals. The 

Extension Agreements preserve for BC Hydro the opportunity to enter into longer

term EPAs with these facilities to avoid less cost-effective alternatives to serve 

future needs. Biomass facility owners also need the information the biomass fibre 

study will provide about cost-effective biomass fuel supply availability to inform 

their decisions about long-term viability. 

6. The Extension Agreements are "energy supply contracts" under Part 5 of the 

Utilities Commission Act ( UCA) and have been filed with the BCUC in accordance 

with the requirements of section 71 of the UCA. 

Letters of Support 

7. Atlantic Power Corporation,5 the President of the Williams Lake & District 

Chamber of Commerce,6 the Mayor of the City of Williams Lake7 and the Chair of 

2 BC Hydro has retained a consultant to conduct the biomass energy study. This will include providing 
technical support related to identifying potential biomass supplies in the regions of the province where 
existing biomass facilities are located, and the cost of acquiring and delivering such biomass supplies to 
the facilities. For more detail, see Ex. B-3, BC Hydro's response to BCUC IR 1.4.1. 
3 For the biomass energy strategy, in consultation with the government, BC Hydro is identifying and 
evaluating various options which may be available with respect to biomass energy procurement and how 
such options may be implemented. The target completion and implementation date is June 2019. For 
more detail, see Ex. B-3, BC Hydro's response to BCUC IR 1.4.1 and Ex. B-4, BC Hydro's responses to 
BCSEAs et al. I Rs 1.1.1 and 1.2.2 to 1.2.4. 
4 Ex. B-3, BC Hydro's response to BCUC IR 1.4.1. 
5 Ex. D-2-1. 
6 Ex.E-1. 
7 Ex. E-2. 
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the Cariboo Regional District8 have each submitted letters in support of the BCUC 

accepting the Extension Agreements and outlining some of the economic benefits 

of the respective Biomass Facilities. 

lnterveners 

8. Two parties intervened and actively participated in the BCUC's proceeding to 

consider the Extension Agreements: 9 

• the BC Sustainable Energy Association, Sierra Club BC, Rail Ties Be Wise, 

Patricia Weber, Jennifer Noble, Rodger Hamilton and Frances Mccoubrey 

(BCSEA et al.); and 

• the Commercial Energy Consumers Association of British Columbia (CEC). 

B. Facility Descriptions and Associated EPAs 

Armstrong Co-Gen Facility 

9. The Armstrong Co-Gen Facility is located near the City of Armstrong , B.C. It is a 

20.4 MW co-generation facility, which produces steam for both electricity 

generation and the operation of a sawmill, planer, and plywood facility on the 

same site. The Armstrong Co-Gen Facility uses waste biomass as a generation 

fuel source, which would otherwise be disposed of without generating energy. 10 

Although the co-generating facility and the mill facilities are thermally (i.e., steam) 

connected, they are not electrically connected and the generator has its own 

separate interconnection to the BC Hydro system. For clarity, the electricity 

produced by the Armstrong Co-Gen Facility is not used to serve the mill operations 

and is solely sold to BC Hydro under the EPA. 11 The Armstrong Co-Gen Facility 

has been in operation since 2003 and has the capability to produce approximately 

163 GWh per year. 

8 Ex. E-3. 
9 A third intervener, the BC Pulp and Paper Coalition, did not actively participate in the proceeding . 
10 Ex. B-3, BC Hydro's response to BCUC IR 1.1.1. 
11 Ex. B-3, BC Hydro's response to BCUC IR 1.11.2.2. 
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10. The Armstrong Co-Gen Facility has demonstrated the ability to provide consistent, 

highly reliable generation output. The facility is about 15 years old and BC Hydro 

assumes that most of the initial capital investment should have been recovered. 

Thus, based on current assumptions and subject to the results of the biomass fibre 

study and biomass energy strategy, BC Hydro expects it is possible to negotiate a 

cost effective longer-term agreement for this facility. 

11. During the extension period, the Tolko Armstrong Extension Agreement provides 

the facility owner with sufficient compensation to continue operating the facility 

with manageable changes to operations, for example, reducing staffing levels, 

changing biomass supply arrangements, etc. 

12. Tolko has confirmed that absent the Tolko Armstrong Extension Agreement, 

current market pricing for electricity does not support Tolko selling electricity 

generated at the Armstrong Co-Gen Facility into the Alberta or Mid-C electricity 

markets. 12 As such, without the Tolko Armstrong Extension Agreement, it is 

BC Hydro's understanding that Tolko would operate the Armstrong Co-Gen Facility 

differently and will likely have to deal with a wood waste disposal problem from its 

mill operations. 13 BC Hydro's response to BCUC IR 1.10.2 outlines the effects of a 

temporary or indefinite shut down of the Tolko Armstrong Co-Gen Facility based 

on information provided by Tolko. 

NWE Williams Lake Facility 

13. The NWE Williams Lake Facility is located near Williams Lake, B.C. It is a 68 MW 

generating facility, which commenced operations in 1993. This stand-alone facility 

was originally built to displace beehive burners being used by local sawmills in the 

region, which were causing air quality issues. The NWE Williams Lake Facility 

continues to use wood waste residue from local sawmills and has the capability to 

produce approximately 545 GWh per year. 

12 Ex. B-7, BC Hydro's response to BCUC Panel IR 1.3.1. 
13 Ex. B-3, BC Hydro's response to BCUC IR 1.1.1, 1.10.2 and1 .11.2 .2. 

01249 .130485. IDW 15563403.1 



6 

14. The NWE Williams Lake Facility has demonstrated the ability to provide 

consistent, highly reliable generation output. The facility is about 25 years old and 

BC Hydro assumes that most of the initial capital investment should have been 

recovered. Thus, based on current assumptions and subject to the results of the 

biomass fibre study and biomass energy strategy, BC Hydro expects it is possible 

to negotiate a cost effective longer-term agreement for this project. 

15. The NWE Extension Agreement provides the facility owner with sufficient 

compensation to continue operating the facility during the extension period with 

manageable changes to operations, for example, reducing staffing levels, 

changing biomass supply arrangements, etc. 

16. Atlantic Power has confirmed that, in the event the NWE Extension Agreement is 

not approved, finding another buyer in the short-term is very unlikely and that the 

long-term plan would be to decommission the plant. 14 As such, without the NWE 

Extension Agreement, it is BC Hydro's understanding that the NWE Williams Lake 

Facility will likely shut down and there would be immediate wood waste disposal 

issues in the region of the province around Williams Lake. BC Hydro's response to 

BCUC IR 1.10.2 outlines the effects of a temporary or indefinite shut down of the 

NWE Williams Lake Facility based on information provided by Atlantic Power. 

17. Atlantic Power has contractually committed not to use railway ties as a fuel source 

during the term of the NWE Extension Agreement. 15 

C. BCUC Jurisdiction 

18. Section 71 (2) of the UCA provides that the BCUC may determine whether or not a 

filed energy supply contract is in the public interest. The test of what constitutes 

the public interest is a flexible test. 

14 Ex. 8-7, BC Hydro's response to BCUC Panel IR 1.3.1 . 
15 Ex. 8-1, page 17 at lines 5-7. 
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19. Section 71 (2.21) of the UCA describes the factors and criteria that the BCUC is to 

consider when assessing whether or not an energy supply contract filed by 

BC Hydro is in the public interest, as follows: 

• first, the BCUC is to consider the interests of both current and future 

BC Hydro customers; and 

• second, the BCUC is to consider 

> British Columbia's energy objectives as set out in section 2 of the 

Clean Energy Act ( CEA); 

> an applicable Government-approved Integrated Resource Plan (IRP); 

> the quantity, availability and price of the energy to be supplied under 

the contract; and 

> the quantity, availability and price of any other form of energy that 

. could be used instead of the energy to be supplied under the contract. 

20. Section 71 (2.21) does not specify the weight to be given to each particular 

prescribed factor and criteria. 16 In assessing public interest, section 71 (2.21) 

requires consideration of benefits the contract might provide that are potentially at 

odds with the interests of current or future ratepayers. 

21. If the BCUC, after a hearing , determines that a filed energy supply contract is not 

in the public interest, pursuant to section 71 (3) of the UCA, the BCUC may, by 

order, declare the contract unenforceable, either wholly or to the extent the BCUC 

considers proper, and the contract is then unenforceable to the extent specified, or 

make any other order the BCUC considers advisable in the circumstances. 

16 Ex. B-7, BC Hydro's response to BCUC Panel IR 1.3.2. 
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D. BC Hydro submits that the Extension Agreements are in the Public Interest 

22. As described in section 6 of the Filing (Exhibit B-1 ), the energy purchased under 

the Extension Agreements is not by itself cost effective with respect to the short

term extension periods; however, preserving the option to enter into longer-term 

EPAs with the Biomass Facilities enables BC Hydro to mitigate the risk of 

exposure to higher cost resource options in the future. 17 

23. Biomass facilities are desirable generation resources for BC Hydro's IPP portfolio 

as they offer both capacity and energy, and contribute to the reliability of the 

system. That is, biomass facilities are available to generate anytime they are 

called upon while intermittent resources cannot provide such assurance. 18 

24. The Extension Agreements provide BC Hydro with reliable power and the right (as 

defined in each agreement) to turn-down electricity generation at the facilities 

during the periods of the year when there is surplus generation on the system 

and/or it is economic for BC Hydro to do so. The turn-down provisions can provide 

some short-term shaping capability to respond to daily fluctuations. 19 

25. The energy prices for delivered energy and for deemed turn-down energy in each 

of the Extension Agreements were negotiated prices whereby the starting point for 

the negotiations was based on each respective facility's estimated operating and 

maintenance costs, including fuel costs, for the duration of the applicable 

extension period. BC Hydro believes it has negotiated the lowest prices possible 

given each respective facility's obligations under its fuel contracts, ability to reduce 

operating and maintenance costs associated with continued operation, and 

management of potential wood waste disposal issues.2° For these short-term 

17 BC Hydro considered three alternatives in considering whether to enter into the Extension Agreements, 
see Ex. B-4, BC Hydro's response to CEC IR 1.6.3. 
18 Ex. B-1, section 3.2 at line 17. 
19 Ex. B-4, BC Hydro's response to BCSEA et al. IR 1.7.1. 
20 Ex. B-7, BC Hydro's response to BCUC Panel IR 1.1.4. 
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extensions the energy prices are likely indicative of each IPP's cost of service, 

excluding any capital cost recovery. 21 

26. BC Hydro has based its opportunity cost on the BC Border Sell Price22 because 

BC Hydro does not need the energy during the extension period. Although the 

levelized energy price in each respective Extension Agreement for total energy 

(i.e., delivered energy plus deemed turn-down energy) is higher than BC Hydro's 

opportunity cost over each respective short-term extension period, the EPA prices 

are likely not sufficient to recover the respective IPP's total cost of service. 

27. Recognizing that the energy purchased under the Extension Agreements is not by 

itself cost effective for BC Hydro customers over the short-term extension period, 

there is a potential long-term benefit to future customers in ensuring the facilities 

continue to operate. If the Biomass Facilities were to shut down or significantly 

change operations, there is a risk that these resources will not be available to 

BC Hydro in the future, which could limit BC Hydro to less cost-effective resource 

options for serving future needs. The Extension Agreements ultimately preserve 

the opportunity for BC Hydro to enter into cost-effective long-term EPAs which 

would be in the interests of future BC Hydro customers. 

28. BC Hydro understands that without the respective Extension Agreement, the NWE 

Williams Lake Facility would likely shut down and the Armstrong Co-Gen Facility 

would likely cease generating electricity. 23 BC Hydro's response to Commission 

Panel IR 1.3.1 explains that the options potentially available to the facilities would 

likely not be sufficient to allow them to continue operating in a similar manner as 

they are today. 

29. Without the NWE Williams Lake and Tolko Armstrong facilities to take the wood 

waste, local mills would need to find alternate means for their wood waste disposal 

which may include stockpiling or landfill, which may not be desirable due to the 

21 Ex. B-1, page 17, lines 10 to 15. 
22 The BC Border Sell Price is explained in Ex. B-1, section 6.1 . 
23 The Armstrong Co-Gen Facility would cease generating any electricity and would only produce enough 
steam to meet the needs of the adjacent mills. 
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environmental and fire safety risks. Much of this wood waste material was 

disposed of in beehive burners prior to the operation of these facilities pursuant to 

the EPAs with BC Hydro; however, disposing of forestry wood waste by beehive 

burner is no longer an option as a result of Provincial policy. 24 

30. BC Hydro believes that the Extension Agreements effectively preserve the option 

to enter into long-term EPAs related to the Biomass Facilities, and that it is in the 

public interest to preserve this option for the following reasons: 

(a) The Biomass Facilities provide steady and predictable generation output;25 

(b) Biomass projects are desirable generation resources for BC Hydro's 

resource portfolio because they offer both capacity and energy and are 

more reliable than intermittent resources; 26 

(c) The Biomass Facilities have been properly maintained, and should be able 

to continue to be sources of consistent, reliable generation over the long

term subject to fuel supply availability (which is being reviewed as part of the 

biomass fibre study); 

(d) BC Hydro believes that these projects have the potential to offer cost

effective resources to BC Hydro in the future; 27 

(e) Forest based biomass is a clean or renewable resource under the CEA; 

(f) Continued generation will also maintain the proportion of electricity 

generated in British Columbia from clean or renewable resources at more 

than 93 per cent; 

(g) The continued operation of the Biomass Facilities will facilitate the 

optimization of existing assets. The use of existing facilities is expected to 

24 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
25 Ex. B-3, BC Hydro's response to BCUC IR 1.8.1. 
26 Ex. B-1, pages 7 to 8. 
27 Ex. B-4, BC Hydro's response to BCSEA et al. IR 1.3.1. 

01249.130485. IDW 15563403.1 



11 

create less of a footprint on the environment compared to the construction of 

new greenfield projects; 28 

(h) Without the Extension Agreements , the Biomass Facilities may be shut 

down. A potentially non-reversible outcome of a shut down is that local 

economies would be impacted by direct and indirect job losses. There are 

various other negative effects of a temporary or indefinite shutdown at either 

facility, including loss of revenue, loss of forest-based biomass fuel 

contracts, wood waste disposal problems and risks, and loss of tax 

revenue- 29 

' 

(i) The continued operation of the Biomass Facilities supports the local 

communities where the facilities are located;30 

(j) The Biomass Facilities use waste biomass as a generation fuel source, 

which would otherwise be disposed of without generating energy. Without 

the NWE Extension Agreement, there would likely be immediate wood 

waste disposal issues in the region around Williams Lake. Without the Tolko 

Extension Agreement, Tolko may have to deal with a wood waste disposal 

problem from its mill operations; and, 

(k) The Extension Agreements align to the key principle of reducing near-term 

cost while maintaining cost-effective options for long-term need, as set out in 

Recommendation Action 4 from the 2013 I RP. 31 

31. BC Hydro respectfully submits that although there is a cost to current customers 

for preserving the opportunity to enter into long-term EPAs with the Biomass 

Facilities, the Extension Agreements are in the public interest for the reasons set 

out in this final argument. The BCUC Panel, in its IR 1.1.2, requested BC Hydro to 

provide the ratepayer impact, all else being equal, from each of the Extension 

28 BC Hydro's evidence relating to benefits are primarily found in section 3 of the Filing, and BC Hydro's 
responses to BCUC's IR 1.10.1 and 1.10.2 in Ex. B-3. 
29 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2 outlines the benefits of biomass resources. 
30 Ex. B-3, BC Hydro's responses to BCUC I Rs 1.1.4 and 1.10.2. 
31 Ex. B-3, BC Hydro's response to BCUC IR 1.3.5. 
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Agreements. The cumulative rate impacts for each Extension Agreement are 

provided in the confidential version of BC Hydro's response to that BCUC Panel 

IR, and BC Hydro notes that the net expenditures for the two Extension 

Agreements are very close to the forecast net expenditures for the two biomass 

EPA renewals included in BC Hydro's Fiscal 2017 to Fiscal 2019 Revenue 

Requirement test period. Accordingly, the cumulative rate impact provided in 

relation to each Extension Agreement is not incremental to the rates in effect. 

E. Impacts of declaring the Extension Agreements unenforceable 

32. In the absence of the Extension Agreements, the key general impacts to BC Hydro 

and its future customers would be as follows: 

(a) Financial Impact - Risk that these resources would not be available to 

BC Hydro, which could limit BC Hydro to less cost-effective resource options 

for serving future needs;32 and 

(b) Physical Impact - Risk that new greenfield projects need to be constructed 

in the future, which could impact the public and cause associated 

environmental impacts. 33 

33. In the absence of the Tolko Armstrong Extension Agreement, the key specific 

impacts to Tolko and the local community would be as follows: 

(a) Risk that the likely change in operation of the Armstrong Co-Gen Facility 

would reduce the biomass fuel consumption of the facility resulting in wood 

waste disposal issues and potentially increased fire safety risk; 34 

(b) Possibility that external suppliers of biomass would lose business, as the 

Armstrong Co-Gen Facility, which historically consumed biomass from 

32 Ex. B-1, page 8, lines 10-14. 
33 Ex. B-1, page 8, lines 3-9; and Ex. B-3, BC Hydro's response to BCUC IR 1.3.5. 
34 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
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seven wood products facilities (three Tolko mills and four external mills), 

would preferentially curtail the external suppliers of biomass;35 and 

(c) Risk that the local economy would be impacted by direct and indirect job 

losses, loss of local economic benefits and loss of tax revenues for the 

communities as Tolko employs about 28 people directly related to its co

generation facility. 36 

34. In the absence of the NWE Extension Agreement, the key specific impacts to 

Atlantic Power and the local community would be as follows: 

(a) The NWE Williams Lake Facility would likely shut down and fuel supply 

contracts would have to be cancelled, which would leave the majority of the 

local mills with an immediate wood waste disposal issue, loss of revenue 

and potentially increased fire safety risk; 37 

(b) Risk that the local economy would be impacted by direct and indirect job 

losses, loss of local economic benefits and loss of tax revenues for the 

communities as Atlantic Power employs 30 people at its facility and supports 

20 contracted trucking employees, all of whom would be terminated; 38 

(c) Risk that the region would lose about $8 million of annual revenue (e.g., 

supplies, parts and contractor services); 39 

( d) Risk that the City of Williams Lake would likely lose its largest taxpayer 

revenue (approximately $2 million annually from taxes and water supply); 40 

and 

35 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
36 Ex. B-1, page 8, lines 14-18. 
37 Ex. B-1, section 6.2.2; and Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
38 Ex. B-1, page 8, lines 14-18; and Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
39 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
40 Ex. B-3, BC Hydro's response to BCUC IR 1.10.2. 
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(e) The loss of the benefits outlined in the letters of support submitted by the 

Williams Lake & District Chamber of Commerce (Exhibit E-1) and the Mayor 

of the City of Williams Lake (Exhibit E-2). 

F. First Nations Consultation 

35. BC Hydro is of the view that the Extension Agreements do not have any 

incremental impact on asserted Aboriginal rights and title, and therefore the duty to 

consult First Nations is not triggered. 41 

36. First Nations did not intervene or submit comments in this BCUC proceeding to 

consider the Extension Agreements. 

G. Conclusion 

37. In conclusion, BC Hydro respectfully submits that the BCUC ought to find that the 

Extension Agreements are in the public interest and accept them pursuant to 

section 71 of the UCA. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 7TH DAY OF AUGUST 2018. 

Counsel for British Columbia Hydro and Power Authority 

J~wJJv 
Ian D. Webb 

41 Ex. B-1, section 8. 
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