FortisBC Inc.
2016 Long Term Electric Resource Plan & Long Term
Demand Side Management Plan
BCUC IR#1 RESPONSE

1.0

Reference:

INFORMING DISTRIBUTED GENERATION RELATED FILING
Exhibit B-1, p. 126; Exhibit B-2, BCUC IR 10.2; Exhibit C-10-6, p. 1; FortisBC Inc.’s (FBC)
Application for a Community Solar Pilot Project, Exhibit B-1, pp. 6, 7, 13
Solar PV

On page 1 of Exhibit C10-6 Shadrack includes the following unit energy cost estimates:






Kaslo NM#1 – 12kW Solar PV (self-installed): $65/MWh
Kaslo NM #2 – 8.1 kW Solar PV (self-installed): $95/MWh
Kaslo NM #4 – 7kW Solar PV (contractor installed): $175/MWh
FortisBC Ellison Solar Garden: $463/MWh
PPA Tranche 1 Energy – $46/MWh

FBC states on page 6 of its 2017 Application for a Community Solar Pilot Project (located at FBC’s existing
Ellison substation site) that the project has a capacity of 240kW and on page 7 provides the following
table:

FBC estimates on page 13 of its 2017 Community Solar Pilot Project Application that the present value of
the incremental revenue requirement for this project, divided by the present value of the annual kWh
production over 40 years for the life of the array, results in a cost of $231/MWh.
FBC states in response to BCUC Information Request (IR) 10.2: “The Company seeks to neither advantage
nor disadvantage DG regardless of size, type, or ownership.”
FBC states on page 126 of its 2016 Long Term Electric Resource Plan Application that the long run market
cost of portfolio A4 is $96/MWh.
1.1

Please explain why Shadrack assumed a 20-year solar PV life in the unit energy cost analysis, as
opposed to the 40-year life assumed by FBC in the Community Solar Pilot Project Application.
Response:
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Based on an initial discussion with customer-generator NM#1, who is a retired electrician by
trade, it has been learned that a solar panel can deteriorate by up to 1% efficiency per year so
that by year 20 the system should only theoretically create 80% of the energy that it did in year
one. Thus in year 40 the system should only theoretically create 60% of the energy it did in year
one.
The background document 1%/.5% Annual Solar PV Production Reduction over Twenty to Forty
Years actually shows that a 1% calculated reduction in production results in NM#1 producing
20.6% fewer kWh in year twenty-five and that the cumulative reduction from the 50 solar PV
panels in kWh is the equivalent of .4% per annum.
Conversely, using FortisBC’s own production reduction figures, at an annual step down rate of
.5% as found in line 12 of Appendix B-1, only results in an overall reduction in production from
the 720 panels in kWh of 17.7% over forty years and a cumulative reduction of only .23% per
annum.
Subsequently I have found a generic BC Hydro calculation of pre-tax cost of capacity analysis that
uses a 20 year “Economic Life” or “IPP Contract Life” scenario:
https://www.bchydro.com/content/dam/hydro/medialib/internet/documents/info/pdf/info_iep
_row_unit_cost_method.pdf
Consequently it is believed that FBC’s proposed .5% decline in production over 40 years may be
overly optimistic. Perhaps a question the Commission could ask FortisBC is: what is the
manufacturer’s warranty on their proposed solar PV panels.
In subsequent discussions I have learned that the panels purchased by Shadrack-Bauman have a
life warranty of twenty-five years, which appears to be much closer to BC Hydro’s
amortization rate as identified to their customers on their website:
“Since 2004, over 900 customers have been participating in our net metering program.
Over 95% of customers chose to install a solar photovoltaic system
A typical home generally consumes 11,000 kWh/year. A typical solar
installation on a residential roof is 4 kilowatt (kW) in size with 16 solar
panels, which in B.C., generates 4,400 kWh of electricity over a year.
On average, solar systems of this size can cost about $14,500. Based on
BC Hydro's step 2 of its Residential Conservation Rate, payback on your
investment is about 23 years (including savings from the Rate Rider and
GST” - (https://www.bchydro.com/energy-in-bc/acquiring_power/current_
offerings/net_metering.html)
When Shadrack-Bauman purchased their 300 W panels in 2014 they were valued at $246.29
Canadian each, which is approximately 82 cents Canadian per watt. It is anticipated that the
price per watt will continue to drop even further for solar panels over the next twenty years, as it
is being reported from the US that a 64% decline in prices has occurred over the last five years.
Further, and this may be true for FBC’s proposed panels, it is anticipated that efficiency of solar
PV panels is also going to improve considerably, as per information provided by Navigant
Research and others.
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So, at 79.4% efficiency at twenty-five years, and knowing how fast the industry is changing, it is
not believed that a forty year amortization period is fiscally prudent, as the investor may actually
want to change out the panels after twenty-five years or earlier to improve the efficiency of their
system, especially if the panels themselves are half the price that they cost now.
Basically the industry will not run solar technology the same way that hydro technology has run
and been refurbished, and a system like NM#1, for example, with fifty panels, could add one
panel every two years to offset the loss in production at an additional cost of $176.25 per
year, if the net metered energy to the customer was valued and priced appropriately by FBC.
Currently the way FBC values net metered power, and is now applying to structure the RS 95
tariff, it is highly unlikely that any customer-generator would want to maintain or increase their
transfer of power to the FBC grid because it is not in their financial interest to do so.
1.1.1

Please recalculate the Kaslo NM#1, 3 and 4 unit energy cost ($/MWh) estimate using,
where appropriate, similar assumptions as used by FBC in the Community Solar Pilot
Project Application. For example, assume a 40-year life if the solar PV panels are similar.

Response:
Off Grid Cost @ 40 years
(NM#1 $38/MWh)
(NM#2 $65.7/MWh)
(NM#4 129.6/MWh)
Ellison Solar Farm $145.1/MWh
Off Grid Cost@ 20-25 years:
Kaslo NM#1 $56.5-$69/MWh
Kaslo NM#2 $97.9-$119.4/MWh
Kaslo NM#3 Not available as this system has not been operational for a year.
Kaslo NM#4 $235.6/$193.1/MWh
(Ellison Solar Farm $185.2-$216.1)
On Grid Cost @20-25 years:
Kaslo NM#1 $70.1-$82.6/MWh
Please refer to background documents: Cost of NM#1 Solar PV System, Cost of NM#2 Solar PV
System, Cost Of NM#4 Solar PV System, Update Modified Table 8-1: FBC Demand-Side and
Supply-Side Resource Options, 2016 NM#1 FortisBC Electrical Charges and Net Metering
Transfer Values and I%/.5% Annual Solar PV Production Reduction Over Twenty to Forty Years.
A forty year amortization period for solar PV panels with a 25 year warranty is simply not fiscally
feasible. Therefore the above costs per MWh use an approximately .4% annual reduction in solar
PV production over a 25 year lifespan, which is believed to be more realistic than FBC’s .23% per
year production decline option over 40 years.
Based on the BC Hydro methodology
(https://www.bchydro.com/content/dam/hydro/medialib/internet/documents/info/pdf/info_ie
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p_row_unit_cost_method.pdf) I have re-calculated the Ellison Solar Farm UEC to include the
$960,744 in capital costs plus $9,000 O&M that starts in 2019 with a 2% per annum rate of
inflation. This has been a steep learning curve, so I may have missed some pertinent costs that
others can add in subsequent to my submission.
Next, completely missing from FBC’s production analysis is any factoring in of year to year
variation due to availability of sunshine and the fact that temperature increase can lower
production values. After one year’s observations it is estimated that production of the ShadrackBauman system declines by between 1 kWh to 2 kWh per day once the temperature approaches
30 degrees Celcius. Temperatures are going to be even hotter in the Okanagan.
Climate information on Kaslo between 1920 and 2016, for example, indicates that precipitation
has increased by 46.6%, 39% of that increase occurring between May and October, and that
mean temperatures for January and February have risen by over 2 degrees Celcius and now
reach an upper limit of 37.8 degrees Celcius in summer.
Finally, at a .4% decline in production per year, the question has to be asked as to whether the
value of net metered kWh will rise sufficiently to allow investment in more panels to offset the
decline in production. NM#1, for example, at a production decline of 7.7% between year one
and year ten, could consider purchasing five more panels, one every two years, but that decision
will be dependent upon whether or not FBC wants NM customers to maintain their level of
production and transfer to the grid, and is prepared to pay an appropriate price for the power so
transferred.
1.1.2

Does Shadrack consider that there are now, or could reasonably be over the next
5 years, customer owned solar PV installations that would have a unit energy cost to the
customer: (i) lower than FBC’s estimated long-run marginal cost of $96/MWh, or (ii)
lower than FBC’s PPA Tranche 1 Energy cost? Please explain.

Response:
Yes, self-built and self-installed net metered NM systems are already potentially at a price point
where they can compete at the estimated long-run marginal cost of $96/MWh. However, at a
twenty-five year amortization period, NM#4, in 1.1.1 above, indicates that installed solar PV is
still 2 times higher than FBC’s current long-run marginal cost (LRMC) of $96/MWh. In addition it
is not feasible to lower those costs with a forty year amortization with panels that have a
twenty-five year warranty.
That said, it is noted that solar PV costs have dropped 64% in the US over the last five
years. Therefore it is believed that what is far more likely to happen, much like the cost of
automobiles declined as mass production took off, is that the price per watt will continue to
decline and thus newer systems like NM#4 and NM#3 will achieve parity with FBC’s LRMC, but
for different reasons than extending the amortization period to forty years.
We already know that solar PV at price per watt is outcompeting coal in open bidding in
India and China, and that the market price of solar PV is now drawing level with natural
gas, fracked or otherwise, in North America, and has already surpassed coal a long time
ago.
So, beyond any socio-politico considerations of renewables vis a vis reduction of our
carbon footprint in British Columbia and Canada, the cost benefit analysis now clearly
indicates that a market case can be made for solar PV as an option to be considered in
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Long Term Electric Resource and Long Term Demand Side Management Plans.
Next, in terms of NM#1 and NM#2, as stated to BCSEA IR#1.1.5, 11 of 15 (73%) NM
installations in north Kootenay Lake are partially or completely self installed and 2 (13%)
are known to have self-hooked up to the grid as well. What we do not know is what
percentage overall of FBC NM and BC Hydro NM customer-generator installations are self-built
and self-installed.
In this context NM#1, at a twenty-five year amortization rate, comes in at approximately 59% of
the LRMC value, and NM#2 at 2% above the LRMC value. NM#1’s off grid cost, at a twenty-five
year amortization rate, is still 20.6% more expensive than the actual cost of FBC’s PPA Tranche 1
energy in 2016, and is 46.9% above 2016 market prices as well (as found in Shadrack IR#1.10.iii
for 2016 actual costs).
Completely missing from this analysis, however, and I am not sure how to calculate it in the full
costings, is any valuation for the fact that FBC pays no fixed costs for accepting transfer of and/or
purchase of net metered power, and, in addition, has no line loss costs if the electrical power is
consumed in the neighbourhood where it enters the grid.
Clearly, comparing PPA Tranche 1 and market power purchases, and even FBC-produced power
with net metered power, is a bit like comparing the price of apples and oranges, as net metered
electrical power comes with both a line loss premium and virtually no transmission costs to the
point of sale to the customer.
Therefore a much more important immediate consideration is the potential integration of
renewables, DG and NM specifically, into the LTERM and LTDSM plans, when comparing twentyfive year NM#1 and NM#2 UEC amortization costs with those stated by FBC for DSM in Shadrack
IR#1.10.v. In terms of cost comparisons, NM#1 outcompetes DSM actual costs for 2015, 2014
and 2013, “Incremental Costs” at the Base, High and Max plan levels, and is within the range for
High and Max “UEC average” costs, and NM#2 at the High and Max “Incremental Cost” plan
levels.
This absolutely confirms that, as a first step, FBC needs to start considering renewables,
DG and NM, as part of a suite of DSM and conservation tools and options, rather than
simply seeing NM as an orphan program, an anomaly, that has little or no financial value
to the Company and all its customers.
And in this instance it needs to be reiterated what was stated to BCSEA in response to
their Information Requests: that the NM#1, NM#2 and NM#4 UEC values quoted in 1.1.1
above are in primarily off grid costs, not the UEC values if a customer-generator is currently
enrolled in FBC’s Net Metering (NM) program. Please carefully review and consider background
document 2016 NM#1 FortisBC Electrical Charges and Net Metering Transfer Values.
In 2016, NM#1, for example, produced 1.273 MWh more electricity than was purchased
from FBC, but still ended up paying FBC a net $148.23 over the six billing periods for that
year. This effectively amounts to a production surcharge or program enrollment fee to the
customer-generator in FortisBC’s net metering program.
FBC refers to it as a part of their required Basic Charge (and the GST) and actually wants to
propose increasing the Basic Charge even more for NM customers in the next rate design
application. But for NM#1 the additional cost amounted to a surcharge of 1.36 cents for every
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kWh they transferred to the FBC grid in 2016.
So the actual UEC for NM#1 as an enrolled customer in FBC’s NM program ranges from
$70.1-$82.6/MWh, depending on the amortization period, and if FBC’s application to lower the
Net Excess Generation (NEG) purchase rate to the PPA Tranche I values of between 4.7 cents and
5.6 cents were to be so ordered as the new rate for tariff RS95, the UEC value for NM#1 in 2016
would rise again to between $75.6/MWh and $89.2/MWh.
If the NM program is to be incorporated into the LTERP and/or the LTDSMP, the price
point that FBC pays for net metered energy needs to be settled - in relation to whether a
customer will be allowed to cover all of their annual costs of service delivery, before a
different NEG price for excess generation kicks in, and even whether consistent NEG generation
is allowed at all, especially if the intent is to expand the NM program as part of a suite of LTERP
and LTDSMP options to be considered.
No customer-generator is going to want to enroll in a program from which they can be
expelled/removed if they consistently produce NEG and/or into a program where the
price for which they believe they contracted to produce electricity is reduced after they
made their long term investment and commitment to enroll in FBC’S program.
1.2

Does Shadrack consider that, once solar PV panels are installed by a customer, the energy
produced should be considered a long-term or short-term source of electricity? Please explain.
Response:
Customer-generated solar PV, indeed any renewable production under the NM program in
aggregate, should be considered as part of the long term supply. This can be demonstrated by
reviewing the impact that enrollment in a Net Metering program in the BCH Lardeau service area
has had on a long term supply contract between FBC and BC Hydro, where wholesale sales
dropped by approximately 1.6% annually between 2015 and 2016.
FBC has a wholesale contract with BC Hydro to supply power to the BCH Lardeau service area at
the north end of Kootenay Lake. In BCUC IR#1.16.1 and Shadrack IR#2.18.ii, FBC provides data on
the number of GWh wholesaled to this service area annually.
In March 2016 BC Hydro confirmed that they had 6 Net Metering customers within this service
area with a solar PV nameplate capacity of 66 kW, and that according to BC Hydro’s production
formula these systems should have produced an aggregate of 66 MWh of electricity annually.
In April 2017 a Backwoods Solar representative confirmed that 8 persons were now net metering
within this BC Hydro service area as of 2016 with a nameplate capacity of 80.8 kW, which again,
using BC Hydro’s production formula, should have created an aggregate of 90 MWh of electricity
annually.
It should be relatively simple to cross-reference the names given by Backwoods Solar with BC
Hydro’s billing records to determine the exact aggregate amount of electricity transferred from
these solar PV systems to BC Hydro’s grid in 2016.
What was observed when FBC’s response to BCUC’s enquiry in IR#1.16.1 was first read, having
previously learned from BC Hydro that there were 6 customers generating an aggregate of 66
MWh of solar PV electricity in 2016, was that the actual wholesale consumption dropped by .1
GWh between 2015 and 2016.
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That, if the math is correct, is approximately 100 MWh, which is awfully close to the hypothetical
90 MWh that BC Hydro estimates could be generated by the 80.8 kW that Backwoods Solar
believes is installed and net metering in the BCH Lardeau service area.
While it is understood that there are all kinds of reasons why the volume of a load may drop in
any given year, and that wiser heads might have a more plausible explanation for the difference
in variance and the percentage of difference in variance in BCH Lardeau between 2015 and 2016
(in FBC’s response in BCUC IR#1.16.1), at least the Commission now has a discrete service area
within BC where it can track the number of NM participants, the volume of MWh transferred
each year to the grid from those customer-generators, the actual amount of solar PV production
that is consumed by a given household and whether the long term volume of the load supplied
by FBC to BC Hydro is lower as a result of NM aggregate transfer of electrical power to the grid.
It is believed that in the long run the empirical evidence will show that NM solar PV electricity,
even acknowledging that it is intermittent on a daily basis, is reliable and firm within a specific
billing period and annually, and therefore should be included within the LTERP and the LTDSM
plans.
1.3

Does Shadrack consider that FBC is treating customer owned investments in solar PV on a level
playing field with utility owned investments in solar PV? Please explain.
Response:
I’m not sure I’d use the term “level playing field”, which might imply that FortisBC is somehow
being purposely unfair to customer-owned investment. Instead I would start by agreeing with
BCSEA’s expert witness, Mr Grevatt of Energy Futures Group Inc when he proposes:
“...that Fortis [should] modify its transmission planning process to consider non-wires
alternatives’ to construction, including aggressive energy efficiency and demand response
initiatives, on an equal footing with traditional poles and wires solutions.
In addition, Fortis should assess its expected distribution upgrade projects to determine if there is
potential for deferment through the use of targeted DSM ”.
In the above noted context, FBC has made an application to expend $960,744 on the Ellison
Solar Farm in Kelowna, and yet, at Shadrack IR#2.24.iii, the Company provides a table that shows
that there are no fixed cost expenditures associated with the purchase of net metered
electricity.
Why would a corporation want to set up a capital investment situation that would cause it to
propose selling the power generated from this facility at 23.1 cents per kWh (presumably in
order to make an adequate return on that investment), when it could actually
receive/purchase power from its own net metering customer-generators for 10.117 cents per
kWh and then resell that power at Tier 2 residential rate of 15.198 kWh and still make a return
on the purchase of customer-generated electricity, without spending a nickel on fixed capital
investments and O&M expeditures?
As Energy Futures Group Inc observe:
“Fortis should perform a thorough analysis of both system-wide and geographically targeted
DSM alternatives to future proposals for transmission and generation investments.
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Fortis should determine how much and what kinds of DSM (including demand response) would
be needed to defer any future investments driven by growing demand.”
Energy Futures Group Inc then goes even further and observes:
“The Regulatory Assistance Project (RAP) states:
‘First, energy efficiency measures typically provide significant savings at the time of the system
peak demand, and that time occurs when the line losses are highest.
The avoided line losses can add as much as 20% to the capacity value measured at the customer
meter ”.
In contrast, when asked precisely about FBC’s assessment as to the role of DG and NM in
particular at Shadrack IR#1.4.ii:
“Please list the documents and reference the sections where FBC has previously provided to the
BC Utilities Commission cost-benefit analyses of the overall positive and negative financial and
system stability attributes of Distributed Generation (DG) and Net Metering (NM) in particular.
Response:
FBC is not aware of any such submissions to the BCUC”.
And again at Shadrack IR1.6.v:
“Has FBC considered a pilot program offering incentives to customers in remote and rural areas
to install their own self-generation, such that the cost of electricity is offset, thus reducing overall
cost to FBC and non-participarting NM customers?
Response:
FBC has not considered such a pilot program. The question is focused only on costs, without
considering the revenue that would be lost as a result of the load reduction. At the level of rates
and cost for energy as they currently exist, and will exist for the foreseeable future, the loss of
load as described would lead to an increase in rates to all customer”.
Clearly FortisBC has not thought through the potential of purchasing customer-generated
electrical power that comes without the cost of having to transmit it and without any line losses,
as it can be sold directly in the neighbourhood where it enters the grid.
Between 2014 and 2016 the Shadrack-Bauman household consumed .8 MWh less grid electricity
than before enrollment in FBC’s NM program. If each of the 1,000 or so British Columbians
enrolled in BC Hydro and FBC’s NM program accomplished the same reduction on aggregate,
they would consume 800 MWh less - .8 GWh less grid electricity.
Further, the Shadrack-Bauman household in 2016 also offset (transferred onto the grid from the
NM system) 1.2 MWh of electrical power, and again, if each of the 1,000 households
accomplished the same aggregate transfer, that is 1.2 GWh of power. The combined reduction
in grid consumption represents 2 GWh of power annually from the production of just 1,000 NM
LTERP and DSM Plan - BCUC IR on Shadrack Evidence
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customers.
So the issue of concern is not social, it is not even environmental, nor is it about creating a level
playing field between Company and customer. It is about asking why would any company invest
$960,744 to build a solar farm and pay an additional $524,206 in O&M to run it for forty years,
only to sell that electrical power back to customers at 23.1 cents per kWh, when the
Company could access 2 GWh of electrical power from 1,000 FBC NM customers, either at par
with their pre-existing retail rates, or in the case of NEG, start at 10.117 cents per kWh and never
ever exceed the Tier 2 rate of 15.198 cents per kWh?
Further, as stated previously, the 2 GWh of power comes with no fixed investment costs attached
and no O&M costs, if it is used in the neighbourhood where it is transferred, and there are no
line loss costs either. And if it is available during peak consumption, as is the case with any
micro-hydro system year round, it comes with, according to Energy Futures Group Inc, a 20%
premium on the amount and value being transferred.
So the answer to your question is no, this is not about having a level playing field between FBC
and its customer-generators (though that would be a nice side-effect). Rather, it is about
investing in an energy future that makes economic sense, not just for FBC, but for its customergenerators and all of FBC’s other customers too.
It is about thinking outside the traditional electrical box, and about true consideration of a
partnership with customer-generators to achieve energy self-sufficiency and conservation while
simultaneously promoting small scale economic development in the remoter parts of rural BC
and FortisBC’s service area. This is after all a Company that generates less than 50% of its
customer’s required energy demand.
It is time, long overdue, to implement the original vision outlined by Premier Campbell as
embodied in the Clean Energy Act and incorporated, through amendment, into the Utility
Commission Act.
In their letter to the Commission on May 18 th, 2016, seven FBC Net Metering customergenerators (6 from Kaslo and 1 from the Slocan Valley) asked the FortisBC Inc. Net Metering
Program Tariff Update hearing panel to consider:
“How could the program, as it is currently constituted, be tweaked to work to the mutual benefit
of both customers and FortisBC, and within the mandate of the BC Utilities Commission?“ (E-2,
FortsBC Inc Net Metering Tariff Update Program).
FBC currently has an application before the Commission to build a solar PV farm that would
retail .28 GWh of electrical power in 2018 to its customers at 23.1 cents per kWh. Meanwhile
160 FBC NM customers are facing the possibility that the Company might succeed in lowering
the amount paid for Net Excess Generation to 4.3 cents per kWh. At a hypothetical production
level of 2 MWh per NM customer-generator, these 160 customers could be producing .32 GWh
annually.
Why does FBC not set up a joint partnership with its NM customer-generators to market solar
PV power at a blended rate of its solar farm price, and what it is currently paying for NM power
at the current retail rate, which would likely lower the solar PV price to the Tier 2 residential rate
of 15.198 cents per kWh?
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As of 2016 in Idaho, for example, 45,000 homes have installed 359.3 MW of solar PV, at nearly 8
kW each, and are generating .61% of the state’s grid electricity. It is time BC utility companies
joined in on what is going on all across North America and the planet.
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FortisBC Inc IR#1 Response

1.0

Reference:

Modified Table 8-1: FBC Demand-Side and Supply-Side Resource
Options

Exhibit C10-6, page 1
Mr. Shadrack provides a modified version of Table 8-1 from the LTERP that includes the
addition of items related to four of FBC’s Net Metering (solar PV) customers in Kaslo,
B.C. and FBC’s proposed Community Solar Pilot Project facility.

1.1

Please provide the calculations used to determine the unit energy and unit
capacity costs of the four solar PV facilities that were added to the referenced
table, including all assumptions regarding capital costs, variable costs, credits
from NM production, discount rates and other relevant items.
Response:
Please review background documents: Cost of NM#1 Solar PV System, Cost
of NM#2 Solar PV System, Cost Of NM#4 Solar PV System, Updated
Modified Table 8-1: FBC Demand-Side and Supply-Side Resource Options,
2016 NM#1 FortisBC Electrical Charges and Net Metering Transfer Values

FortisBC Inc IR#1 Response
and I%/.5% Annual Solar PV Production Reduction Over Twenty to Forty
Years, noting that only the UCC figure is available for NM#3 as their system has
not yet been operating for a year.
Further you will note that all figures have been updated thanks to being able to
access more explicit information. That said, there are no financing costs, interest
charges, or amortization costs as all systems were purchased on a cash down
basis, and there have been no O&M costs to date. NM#2 has added one panel
and upgraded an inverter but that has been treated as additional capital cost.
The only maintenance undertaken by NM#1 on the 50 panels is to periodically
hose them down to remove dust that accumulates from a nearby dirt road, and
since the water is not yet metered there is no additional cost to the household of
doing that.
Conversion rates were applied to all US equipment at the applicable rate at time
of purchase and, where absent, 5% GST has been added in as well. Solar PV
panel production has been reduced at a rate of 1% per annum, noting that the
panels have a twenty-five year manufacturer’s warranty.
In addition it is believed that, at a 1% annual reduction rate, weather variability,
both in terms of available sunshine and temperature impacts on solar PV panel
production, is taken into account. It has been observed that a 1 kWh to 2 kWh
per day solar PV production reduction occurs with the Shadrack-Bauman system
once air temperatures attain 30 degrees Celcius.
The UEC was calculated, as can be seen on the aforementioned background
sheets, by dividing the total costs by twenty, twenty-five and forty years of solar
PV panel production.
It is likely that FortisBC could corroborate all of NM#1’s approximate production
values by comparing several year’s consumption values before enrollment in the
Company’s net metering program with the consumption values after enrollment in
the Company’s net metering program. Likewise the Company could also verify
whether or not the NM#1 transfer value is an anomaly or in line with the other
years of transfer data the Company has.
The background document, 2016 NM#1 FortisBC Electrical Charges and Net
Metering Transfer Values, provides billing period by billing period comparison of
what it costs NM#1 to purchase electrical service from FortisBC, and what NM#1
receives in credit for transfer of electricity to the Company’s grid.
While there are three billing periods where NM#1 attains a net dollar ($) credit, at
year end despite supplying 1.273 MWh more electricity during the 2016 billing

FortisBC Inc IR#1 Response
year, NM#1 still ends up with a service charge of $148.23. In terms of real costs
of enrollment in FortisBC’s net metering program, this amounts to a 1.36 cents
surcharge on each of the 10,879 kWh transferred to the Company in 2016.
The net effect is to increase the UEC by $13.60/MWh, which, while the value
would vary depending on the size of Net Excess Generation (NEG), would be the
case for each of FortisBC’s net metering customers until the dollar values of NEG
transfers achieve parity with the Company’s annual cost of service for that
customer-generator.
Further, should FortisBC be successful in its reconsideration application to lower
the value of NEG to the BC Hydro PPA Tranche 1 rate, then the cost of service to
NEG producing customers will rise even higher, as is shown in the evidence
provided in the aforementioned background paper.
I have been unable to undertake the same calculations for NM#2 as I could not
access the dollar ($) values for some of the transfers, as FBC appears to have
changed billing methodology between 2016 and 2017, such that the dollar ($)
value of transfers is no longer shown on the bill.
Likewise with NM#4 I cannot calculate a year’s service charge costs and a year’s
transfer values with the information that was made available to me. If FortisBC
would like to provide me with the same information as was on the six bills for
NM#1 I could then undertake the same calculation as I did for NM#1, for NM#2
and NM#4. NM#3 had not been in production for a year so I could not do that
UEC calculation.
Finally UCC calculations were initially undertaken by dividing total cost of
construction and installation, as known at the time, by the nameplate capacity of
the solar PV panels. Since the original value of NM#1 and the Company’s own
UCC “Solar” value appeared to be almost synchronous, it was assumed that the
manner in which the calculation was initially undertaken was correct.
That said, I did wonder about the nomenclature “($KW-Year)” at the head of the
UCC column. Unlike FortisBC’s Ellison Solar Farm pilot project, there were no
year over year O&M costs for any of the four Kaslo systems at point of
calculation.
Upon reflection, and in order to compare the three systems for Kaslo with FBC’s
own Ellison Solar Farm pilot project’s construction, installation and O&M costs, I
have divided the UCC costs by the number of years for which the amortization
period is calculated.

FortisBC Inc IR#1 Response
In future it might be useful to state the anticipated production life of each option
being considered in Table 8-1 and the amortization period for each option as well.
That said I found a hypothetical pre-tax cost of capacity calculation undertaken
by BC Hydro for a twenty year economic life/IPP contract period at:
https://www.bchydro.com/content/dam/hydro/medialib/internet/documents/info/pd
f/info_iep_row_unit_cost_method.pdf
This clearly indicates, unlike Table 8-1, that both capital investment and O&M
UCC costs are calculated on a per annum basis, and in addition the value of the
electrical power production is discounted against the annual capital and O&M
cost.
That said, there are no O&M costs, and there is no electrical power discount for
FBC NM enrollees that I have found, so I simply divided the initial UCC cost by
the number of years production is projected to occur.
This has been a steep learning curve so I look forward to learning about any
corrections to the figures I have provided for the Updated Modified Table 8-1.
1.1.1

Please explain why there is no unit energy cost provided for the Kaslo
NM#3 – 6 kW Solar PV facility.

Response:
The system has not been operating for a year and hence there is not enough
production information to calculate the UEC.
1.2

Please provide the calculation used to determine the unit energy and capacity
costs for the Community Solar Pilot Project (Ellison), including all assumptions
regarding capital and operating costs, depreciation, discount rate and other
relevant items.
Response:
I simply took the numbers found at 2.2 in Community Solar Pilot Project Appendix
B-1: Rate Derivation:
$877,490/3,793,218 = $0.23133/kWh and multiplied it by 2 to achieve a twenty
year amortization period = 0.46266/kWh = $463/MWh UEC cost.
Upon reflection that may not be the best way to calculate the UEC, but then the
Company is going to have to explain why it is using a production figure derived
from line 13 of 3,793,218 kWh over forty years.

FortisBC Inc IR#1 Response
At line 12, if one uses the proposed energy efficiency step down rate of .5%
annually, as proposed by FBC, one comes to a total production amount of
10,281,110 kWh by 2057 (year 40 if you use 2018 as year one), not 3,793,218
kWh. Here I note that my calculation for 2056 of a production level of 233,867 in
I%/.5% Annual Solar PV Production Reduction Over Twenty to Forty Years
kWh matches exactly that found on line 12 of Appendix B-1 in 2056.
Next, if I use the capital cost figure found on page 6 of the application in Table 41 of $960,744 and divide it by the 10,281,110 kWh of production over the 40
years, I create a UEC value of 9.3447 cents or $93.45/MWh.
Now I realize that FBC has to add in annualized operations and maintenance
(O&M) costs, which they do starting at $9,000 per year in 2019 plus 2% inflation
each year, which adds another $524,206 over forty years and creates a UEC
value of 14.51 cents or 145.1/MWh. If not all or none of the $44,368 construction
contingency in Table 4-1 is utilized during the construction phase, then that could
be used to offset ongoing O & M over the following 40 years.
$145.1/MWh seems like an awful long way from a revenue requirement of
$231/MWh. But I realize, for example, that I have not included the cost of capital
if all or part of the $960,744 is borrowed for the lifespan of the project, and I
certainly have not included the cost of displacing purchased BC Hydro PPA
Tranche 1 power (if that is what 6.3.5 is all about).
My purpose of comparison is different than FortisBC’s application in that I am
trying to compare straight cost of construction, installation and O&M costs.
Further to that, it is observed 3,793,218 kWh is only 36.9% of what FBC says the
solar farm system will produce over 40 years, as evidenced by the data provided
in line 12.
In contrast the stated “PV of Annual Generation (Kwh)” for 2056, for example, is
22,957 in line 13 as compared to 233,867 kWh for the same year in 12. So I
understand how the Company reaches/calculates 3,793,218 for a forty year
period, but just do not understand why the Company would choose a value for
2056 that is 9.81% of what is actually going to be produced by the 720 solar
panels at a .5% production step down rate.
As I said in the previous response, all of this has been a steep learning curve and
I look forward to learning about corrections to the evidence I have presented,
noting that I do not like the legalistic-adversarial approach that is now being
taken in comparison to an earlier period (when I was first involved in Commission
hearings nearly 30 years ago), when we all sat down around a table in South
Slocan and had a discussion about the options that were being considered.

FortisBC Inc IR#1 Response
2.0

Reference:

Solar Production, Transfers and Total Use as a Function of FBC Grid
Purchase

Exhibit C10-6, page 3
2.1

Please explain the information provided on page 3. Specifically, what is meant
by “FBC purchases”, “Solar production”, “Solar transfers”, “Solar use” and “Total
use”.
Response:
“FBC purchases” represents the number of kWh purchased as a residential
customer from the Company as found on the bi-directional meter for that
particular billing period.
“Solar production” represents the number of kWh produced by the solar PV
system during that particular billing period.
“Solar transfers” represents the number of kWh transferred from the solar PV
system to FBC’s grid as found on the bi-directional meter for that billing period.
“Solar use” refers to the net of production, less transfer to the FBC grid, that is
used by the Shadrack-Bauman household during a particular billing period.
“Total use” refers to the net of grid purchases from FBC, total grid purchases less
solar PV transfers, plus solar PV use for a particular FBC billing period.
2.1.1

What do the percentages represent and how are they calculated?

Response:
The percentage for “Solar production” represents the kWh value of the solar PV
system’s production in a particular billing period as compared to the number of
kWh purchased from the Company, and is simply determined by dividing the
number of kWh of production by the number of kWh purchased.
The percentage for “Solar transfers” represents the kWh value of the solar PV
system’s transfers in a particular billing period as compared to the number of
kWh purchased from the Company, and is simply determined by dividing the
number of kWh of transferred by the number of kWh purchased. It also helps
determine when a NEG situation occurs and by what percentage NEG exceeds
FBC grid consumption.
The percentage for “Total use” represents the net amount by which overall
household consumption is reduced as compared to the amount purchased from
the FBC grid, and is calculated by dividing “Total use” by FBC grid purchases and

FortisBC Inc IR#1 Response
then subtracting 1. It is a way to measure whether combined grid purchases plus
solar PV use are rising or falling in relation to overall household conservation and
transfers from the solar PV system to the FBC grid.
3.0

Reference:

Page 5: Twelve Best Solar Production Days in January and February
2017

Exhibit C10-6, page 5
The table on page 5 shows Mr. Shadrack’s solar PV daily production for 12 days in
January and February 2017.
3.1

Please provide a table of approximate sunset times in Kaslo for the period of
November 15 through February 15.
Response:
Please find the attached table Kaslo Sunset Times: November 15 to February
16 that shows the times at which the sun sets in Kaslo between November 15th
through February 15th.

3.2

What is the estimated production of the solar panels at the expected time of
FBC’s winter peak, which is usually between the hours of 5 and 6 pm?
Response:
None that I am aware of. In FBC’s Electric Tariff, BCUC 2, Tenth Revision of
Sheet 2, however it is observed that in July and August “On Peak” hours are:
9.00 AM – 11.00 AM and 3.00 PM to 11.00 PM, Monday to Friday.
The Shadrack-Bauman solar PV system starts transferring electrical power at
around 7.00 AM to 7.30 AM and does not shut down transfer until between 6.00
PM to 6.30 PM during these months.
For all other months “On Peak” hours are:
8.00 AM to 1.00 PM and 5.00 PM to 10 PM, Monday to Friday.
Between mid-October and the change in time in March, the solar PV system
starts transferring electrical power no later than 9.00 AM and stops transferring
between 3.30 PM and 4.30 PM.
If FBC is interested, I would be more than happy to measure “On Peak” transfer
of kWh values for those times, to see what percentage of solar PV transfers
occurs during those “On Peak” demand times.
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That said, there are three ways, in general, that a customer-generator can assist
FBC to shave peak power usage: through conservation, use of solar PV
production to lower grid consumption, and transfer of solar PV production to the
FBC grid.
Between October 10th, 2013 and February 14th, 2014, and between October 15th,
2014 and February 17th, 2015, the Shadrack-Bauman household used on
average 9.7 kWh per day, of which I have come to understand that approximately
5 kWh is used to heat water for one to two hours between 6.00 AM and 8.00 AM.
A further 1 kWh to 2 kWh is used to cook a midday meal on the electric stove,
anywhere between 11.00 AM and 1.00 PM.
Between October 18th, 2016 and February 20th, 2017, average daily consumption
from the FBC grid averaged 8.6 kWh - a reduction when compared to the two
years prior to installation of the solar PV system of 1.1 kWh per day, or an 11.3%
savings. In addition, an average of 1.2 kWh was transferred from the solar PV
system to the FBC grid daily, for a total net down of 2.3 kWh per day, or a 23.7%
savings.
This amounts to 287.5 kWh over the 125 day winter period, that would, if
aggregated for 1,000 NM customers, add up to 287.5 MWh or .2875 GWh for the
2016/17 winter period.
While winter consumption reduction and production would not occur during the
evening “On Peak” demand hours, it certainly does occur during the early
morning and afternoon “On Peak” demand hours from 8.00 AM to 1.00 PM, for
which FBC charges TOU residential customers a peak rate of 19.71 cents per
kWh.
Thus the enrolled NM customer’s projected savings would allow FBC to either
store an additional .2875 GWh of water behind their dams, or help to reduce
early morning and afternoon “On Peak” demand spot market purchases by up
to .2875 GWh, or a combination thereof.
That’s why it is important to report that, on five of the ten peak demand
days that FBC had in the winter of 2017, the Shadrack-Bauman solar PV system
reduced grid demand by, not the 23.7% average for the winter, but by 53.5% for
half the days that FBC was running at peak consumption levels.
It is not the individual household results that should catch the imagination, but the
aggregate potential of a growing number of customer-generators enrolling in the
NM program and reducing consumption and transferring kWh at a time when
transmission line loss saving potential, according to Energy Futures Group Inc,
can reach as high as 20%:

FortisBC Inc IR#1 Response

“Regulatory Assistance Project (RAP)[report that]:
‘First, energy efficiency measures typically provide significant savings at the time
of the system peak demand, and that time occurs when the line losses are
highest.
The avoided line losses can add as much as 20% to the capacity value
measured at the customer meter”.
Thus NM consumption reduction and production at 53.5% comes at a 20%
premium and is therefore really worth, during some “On Peak” demand hours, a
64.2% saving of kWh consumption.

BC Sustainable Energy Association and Sierra Club BC
Information Request #1 Response
1.0

Topic: Resource Options
Reference: Exhibit C10-6, Evidence of Andy Shadrack, Modified Table 8-1:
FBC Demand-Side and Supply-Side Resource Options
1.1

For the four Kaslo NM Solar PV entries, the figure under the heading “Unit
Capacity Costs ($KW-year)” is in brackets, whereas the figure for the
“FortisBC Ellison Solar PV” entry is not in brackets. Do the brackets here
mean negative numbers? If so, please explain.
Response:
The brackets mean that I thought that these costs were tentative and
quite crude, and as you can see from the three sets of documents I have
filed, Cost of NM#1 Solar PV System, Cost of NM#2 Solar PV System,
and Cost Of NM#4 Solar PV System, in response to the current round of
Information Requests, I have now refined the construction and installation
costs quite considerably as more information has been made available to
me.
*****************************************

1.2

What formula did Mr. Shadrack use for the “unit capacity costs ($KWyear)” of the resources that are not in Table 8-1? Was it the same formula
as FBC used in Table 8-1?
Response:
Initially I simply divided the construction and installation costs by the kW
nameplate capacity of each system, there being no annual O&M costs for
any of the four systems to date – as per the aforementioned background
documents.
As I stated to FortisBC in my response to their Information Request at 1.1:
“Finally UCC calculations were initially undertaken by dividing total cost of
construction and installation, as known at the time, by the nameplate
capacity of the solar PV panels. Since the original value of NM#1 and the
Company’s own UCC “Solar” value appeared to be almost synchronous,
it was assumed that the manner in which the calculation was initially
undertaken was correct.
That said, I did wonder about the nomenclature “($KW-Year)” at the head
of the UCC column. Unlike FortisBC’s Ellison Solar Farm pilot project,
there were no year over year O&M costs for any of the four Kaslo
systems at point of calculation.
Upon reflection, and in order to compare the three systems for Kaslo with
FBC’s own Ellison Solar Farm pilot project’s construction, installation and
O&M costs, I have divided the UCC costs by the number of years for
which the amortization period is calculated.
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In future it might be useful to state the anticipated production life of each
option being considered in Table 8-1 and the amortization period for each
option as well.
That said I found a hypothetical pre-tax cost of capacity calculation
undertaken by BC Hydro for a twenty year economic life/IPP contract
period at:
https://www.bchydro.com/content/dam/hydro/medialib/internet/documents
/info/pdf/info_iep_row_unit_cost_method.pdf
This clearly indicates, unlike Table 8-1, that both capital investment and
O&M UCC costs are calculated on a per annum basis, and in addition the
value of the electrical power production is discounted against the annual
capital and O&M cost.
That said, there are no O&M costs, and there is no electrical power
discount for FBC NM enrollees that I have found, so I simply divided the
initial UCC cost by the number of years production is projected to occur.
This has been a steep learning curve so I look forward to learning about
any corrections to the figures I have provided for the Updated Modified
Table 8-1.”
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Please explain how Mr. Shadrack arrived at a Unit Energy Cost of
$65/MWh for Kaslo NM#1. In addition to the amortization period of 20
years, what numbers went into the calculation, such as the upfront costs,
the operating costs (if any), the annual kWh, and the discount rate? If
other numbers were used please provide them.
Response:
Please find attached a separate sheet entitled Cost of NM#1 Solar PV
System, with the installation cost numbers it is believed you are looking
for. This entire project was self-built and installed by an industrial
electrician formerly employed in the Tumbler Ridge coal mines. It was
paid for cash up front so there are no loan, carrying and interest charges
associated with the system.
There are no other up front costs as the land was already owned by this
FBC customer, and the logging undertaken to clear the site is providing
firewood for many years to come. There have been no ongoing O&M
costs for the three to four years this system has been operating, other
than the fact that NM#1 periodically hoses down the 50 panels to clean off
dust from a nearby gravel road.
The original annual kWh transferred to the FBC grid comes directly from
the six FBC bills provided to the customer-generator in 2016. I then
received production, consumption and transfer values for two years. I
then used a step down productivity rate of 1% for twenty, twenty-five and
forty years, noting that the manufacturer’s warranty on the solar panels is
for only twenty-five years.
Please review background document I%/.5% Annual Solar PV
Production Reduction Over Twenty to Forty Years for an exact
explanation as to how these values were created.
Finally I assume the question has to be answered as to why use a
production reduction value of what effectively amounts to a .4% per year
reduction for twenty-five years when FBC only uses what amounts to a
.23% reduction value for forty years.
Beyond a need to know the manufacturer’s warranty value on FBC’s
proposed solar panels, it is believed that impacts of climate change need
to be factored into panel production values.
Weather extremes such as available sunshine and temperature are such
that it is believed a more conservative value had to adopted to factor in
that potential year-to-year production variance.
Already it is observed that a difference between spring peak production
and summer peak production occurs when the air temperature
approaches 30 degrees Celcius and higher of about 1 kWh or 2 kWh per
day with the Shadrack-Bauman system.
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**************************************
1.4

Is the unit energy cost of $65/MWh strictly the costs of the generation, or
is it reduced to account for financial savings under the net metering
program?
Response:
The updated cost of between $56.5/MWh and $69/MWh is strictly the cost
of construction and installation, for an operational time frame of twenty to
twenty-five years, with no operational costs, as there have been none so
far over the nearly three to four years this system has been operational.
A review of FBC’s six bills to this customer in 2016 reveals that the only
cost saving to this customer-generator is that they do not currently pay
any Tier 2 residential rates, due to NM transfers offsetting those
purchased kWh.
As can be seen from the background document, 2016 NM#1 FortisBC
Electrical Charges and Net Metering Transfer Values, the customergenerator produced and transferred 6.079 MWh valued at Tier 1 rates,
and 4.8 MWh valued at Tier 2 rates. The customer-generator purchased
4.806 MWh valued at Tier 1 rates, and 4.8 MWh valued at Tier 2 rates.
The Net Excess Generation (NEG) was therefore 1.273 MWh, but since
the customer’s bills still showed that $148.23 was needed to cover the
total cost of FBC service to the customer-generator, one has to actually
add on a UEC cost for participating in FBC’s NM program.
Dividing $148.23 by the total transfer of 10.879 MWh produces, shall we
say, a customer-generator enrollment charge of 1.36 cents per kWh. Thus
actual NM#1 UEC costs are $56.5/MWh to $69/MWh plus the costs
charged by FBC that were not covered by the transfer of 1.273 MWh of
NEG.
In this instance, for 2016, the UEC plus $13.6/MWh of FBC charges
creates an overall long term UEC of between $70.1/MWh and
$82.6/MWh. Calculating this additional “enrollment fee” UEC would be
necessary for all FBC NM customers who are not currently receiving a
cash payout for their net NEG.
Further, if the value of NEG was lowered as applied for by FBC in their
Net Metering Program Tariff Update application (and now reconsideration
application), the UEC to this customer-generator would rise by a further
$59.83 to $71.29, depending on whether NEG payout was reduced to
PPA Tranche 1 costs of 4.7 cents or 5.6 cents per kWh. So the total long
term UEC would rise to between approximately $75.7/MWh and
$89.2/MWh.
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Thus the only way to lower UEC $/MWh costs is to expand the amount of
NEG transferred to FBC to offset the cost of the Basic Charge and GST,
which starts to become extremely difficult to do if the transfer value is
dropped to between 4.7 cents and 5.6 cents per kWh, as FBC has now
changed its policy and is stating it does not want customer-generators to
be consistently producing NEG.
Under these circumstances, there currently is no overt financial benefit to
being enrolled in FBC’s NM program, nor will there be until the Company
has a change of heart in the way it views the value of NM transferred
electrical power, or the Commission orders them to change the financial
structure of the NM tariff.
*******************************************
1.5

Would someone else be able to self-install a 12kW solar PV system with
a Unit Energy Cost of $65/MWh based on amortization over 20 years,
assuming they had a site with similar insolation characteristics and the
ability to do the installation?
Response:
There is a long history of community self-generation of electricity in Kaslo
and Mirror Lake, and on various homesteads dating back to the 1890’s,
as now embodied in, for example, the Argenta Land Co-op.
That said, the short answer to the question is yes, as found by the
empirical evidence in north Kootenay Lake. There are currently 56
households/properties that are engaged in this latest phase of electrical
self-generation construction and installation with a nameplate capacity of
approximately 201.26 kW. At an estimated two persons per household
this represents about 4.5% of the total population at the last Canadian
census.
Twenty-nine with a capacity of 30.4 kW are completely off grid and twelve
with a capacity of 25 kW have either gone completely off the grid or have
withdrawn that portion of their service that their production now serves
from the grid. Thus 73% of self generation households/individual
properties have either never been on the grid or have partially or
completely withdrawn from the grid, representing 25% of the self
generation capacity.
What BCSEA, other intervenors, the Commission and FBC need to
consider, however, is why only 15 households, .6%, are choosing to enroll
in either BC Hydro’s or FBC’s NM programs, when 4.5% are engaged in
self-production of electricity.
Obviously 56 households feel that self-generation of electricity is an
economically viable option, but only 15 (26.8%) have thus far chosen to
partner with their respective local utility. Why?
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Of the 15 households who have chosen to Net Meter, 8 are with BC
Hydro and 7 are with FBC, and their combined name plate kW value or
capacity is approximately 145.86 kW. Of these 15, I can confirm that 11
(73.3%) are self-built, with at least 2 (13%) not hiring an electrician to
complete installation.
The 8 BC Hydro NM installations represent 56.1% of capacity, and
average 18.2 kW per installation, whereas the 7 FortisBC NM participants
represent 43.9% and 9.1 kW per installation. In contrast, the average size
of the off grid and semi-off grid installations is 1.35 kW.
Beyond the fact that BC Hydro NM customer-generators are installing at
double the size of FortisBC NM participants, it seems somewhat obvious
that NM customers in general are installing at a much larger capacity than
their off grid and semi-off grid counterparts.
Self-building/self-installation, larger size and the ability to transfer selfgenerated power to the grid via local utility partners is obviously an
important factor in considering if it is economically viable to enroll in an
NM program.
And clearly the potential now exists for self-built and self-installed NM
systems to be competitive with FBC’s LRMC of $96/MWh.
***********************************
The Unit Energy Cost figures for self-installed “Kaslo NM#2 – 8.1 kW
Solar PV” and contractor-installed “Kaslo NM#4 – 7 kW Solar PV” are
$95/MWh and $175/MWh respectively, based on 20 year amortization.
1.6

Please provide the numbers that were used to calculate these unit energy
cost figures.
Response:
Please find attached a separate a document entitled Cost of NM#2 Solar
PV System, the updated installation cost numbers it is believed you are
looking for, for NM#2. This entire project was self-built by a construction
contractor of 40 years experience, who paid a local electrical contractor to
hook the whole project up.
Please also find attached a separate document entitled Cost of NM#4
Solar PV System, the updated installation cost numbers it is believed you
are looking for, for NM#4.
And please also find attached, as separate document entitled I%/.5%
Annual Solar PV Production Reduction Over Twenty to Forty Years.
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The two self-installed systems are $65/MWh and $95/MWh levelized
UEC, and the contractor installed system is $175/MWh LUEC. Is the
implication that installation costs are a substantial component of the total
cost of a solar PV system?
Response:
It was initially believed that labour installation costs were an important
factor in the cost of building and installing each system, but in fact labour
costs only accounted for 13.3% of NM#2’s costs and 8.8% of NM#4’s.
The price differential between NM#2 and NM#4 appears to be primarily
between the cost of roof versus ground mounting of the panels: 6.6%
versus 36%.
The other important factor appears to be the difference in the exchange
rate between the US dollar ($) and the Canadian dollar ($).
**************************************

1.8

Is Mr. Shadrack saying that a levelized unit energy cost of $175/MWh for
contractor-installed 7 kW solar PV system in the Kaslo area is a
benchmark cost, i.e., that anyone in the area could acquire a similar
system at similar price?
Response:
No, the costs represent a particular state of cost in the Kaslo area at a
particular date in time. I just wanted to get some actual costs on the table,
as over the last year I have seen a lot of comments being made by the
applicant, other intervenors and even the Commission, and it has felt like
the FortisBC customer-generators were not allowed to be in the same
conversation at all.
It is suggested that the best way to find out if these three costs represent
actual levelized costs would be to survey all of the FBC NM participants,
after first explaining what the terms UEC and UCC mean and how they
are calculated.
If the desire is to ensure that a program is effective and capable of
reaching its full potential as a DSM program and/or conservation tool,
surely one would start out by trying to find out what the customers
enrolled in the program actually thought about the program and what it
cost the customer-generator in capital investment prior to enrollment.
FBC, for example, has done two surveys of customers on solar PV
purchase in February of 2016 and December of 2016, but no survey of its
own 160 NM customer-generators. In contrast, BC Hydro has just
completed a survey of its 900 customer-generators in preparation for the
filing of a third Net Metering Evaluation Report to BCUC and provides
regular updates to all its customers about their program.
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Why did FBC not survey its customer-generators prior to filing its NetMetering Program Tariff Update application?
************************************
The evidence refers to FBC’s explanation of why the unit energy cost
estimates for solar power in FBC’s resource options table are higher than
unit energy cost estimates for solar power in the 2016 Seventh Northwest
Power Plan document. FBC states:

“Solar UEC [in FBC’s resource options table] is different [than in the
NWPP document] because smaller plants were evaluated in B.C., so they
were not able to realize the same economies of scale. In addition, it is
likely that the solar intensities of good sites were greater in the U.S. as
they are closer to the equator.” [Exhibit B-2, BCUC 1.25.1, pdf p.86]
(FBC goes on to state that “Renewables in the U.S. also are able to
access a federal tax credit which does not have an equivalent in
Canada.”)
FBC’s Table 1 indicates that NW PP used an estimate of levelized unit
energy cost of PV solar of $91-$121/MWh in 2012 US Dollars. FBC’s
Table 2 indicates that it used an estimate of levelized unit energy cost of
PV solar of $169-$184/MWh in 2015 Canadian Dollars.
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What is Mr. Shadrack’s point about the FBC UEC for solar PV being
higher than the NW PP UEC for solar PV? Is he saying that FBC’s
estimated unit energy cost for solar PV as a supply side resource should
be lower than it is? If so, how does Mr. Shadrack respond to points about
the size of the assumed solar PV installation, geographic differences in
insolation, and the US federal subsidy for solar PV?
Response:
The point I am trying to respond to is the fact that FBC has been making
statements about its NM program and the participants in that program
without providing any actual empirical evidence from the 160 customergenerators themselves.
Do the Commission members, any of the other intervenors, or FBC know
how many of the current FBC NM systems are partially or completely selfinstalled? FBC appears to be perfectly content to state that NM systems
are not economically viable and that therefore those enrolling in their
program must be doing it for some other social or environmental reason.
In the absence of any empirical evidence from FBC, it was decided to
obtain costings from neighbours who had made the decision to enroll in
the FBC program, about whom it was known that they did not like to throw
money away unnecessarily.
Turns out those initial figures needed to be updated to be more accurate,
but the truth is that at least there are now some actual recent construction
and installation costs on the table to discuss.
A number of people who have installed solar PV systems are aiming to
pay off their capital investment in a decade or less. A twenty to twenty-five
year amortization period is in line with a manufacturer’s panel warranty
period of twenty-five years, and BC Hydro states that a customer should
be able to pay off their investment after approximately twenty-three years.
There is also the fact that solar technology is changing so rapidly that it is
highly likely that keeping a current commercial system around for more
than a decade will not make any economic sense. That said, as you
know, FBC has just filed an application to build an “In-House” solar PV
farm using a 40 year amortization period.
The implications of that are, if the original solar PV costs in Table 8.1 of
$169/MWh to $184/MWh are based on a 40 year amortization period,
then the 24 panel Kaslo NM#4 - 7KW solar PV system is $39.4/MWh to
$54.4/MWh cheaper than what FBC stated, and $15.5/MWh cheaper than
FBC’s 720 panel Ellison Solar Farm pilot project.
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So the first question that now needs to be asked of FBC is: what is the
amortization life span of the all original UEC values in Table 8-1 – forty
years or some other length of time?
FBC’s comments about size, geographic location in relation to insolation,
and US federal subsidies are not relevant and a complete red herring in
the context of the kind of analysis that should be done here in BC and
Canada. But do not take my word for it. Let’s look at what BC Hydro
publicly states about its NM program on their website:
Since 2004, over 900 customers have been participating in our net
metering program.
Over 95% of customers chose to install a solar photovoltaic system
.
A typical home generally consumes 11,000 kWh/year. A typical solar
installation on a residential roof is 4 kilowatt (kW) in size with 16 solar
panels, which in B.C., generates 4,400 kWh of electricity over a year.
On average, solar systems of this size can cost about $14,500. Based on
BC Hydro's step 2 of its Residential Conservation Rate, payback on your
investment is about 23 years (including savings from the Rate Rider and
GST - (https://www.bchydro.com/energy-in-bc/acquiring_power/current_
offerings/net_metering.html)
Based on BC Hydro’s figures above, a 4KW system UCC comes in at
only slightly more than NM#4’s UCC: $3,625, or $3.6 cents per watt.
So it would appear that FBC’s contention that the smaller the system the
more uneconomical it becomes simply does not hold any truth, especially
if you consider their proposed costs for building, installing and operating
the Ellison Solar Farm pilot project in Kelowna is 6.1 cents per watt.
In the Updated Modified Table 8-1: FBC Demand Side and SupplySide Resource Options all three of the Kaslo and BC Hydro solar PV net
metering system costs now have a lower UCC than FBC’s Solar Farm
pilot project, and the calculations of how that was calculated are
contained in the notes below the table and elsewhere.
In contrast, none of FBC’s proposed costings in the original Table 8-1
come with a size of unit generation attached to them or length of
economic life operational time frame. So how do we compare the various
options if we do not know the generation capacity of say a solar PV array
versus a Gas Fired Generation plant, and the economic lifetime of each
system?
Next let’s actually look at insolation values for BC as created on a map
from Natural Resources Canada data:
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https://s3-us-west2.amazonaws.com/ceavideos/CEEPQS+Webinars/SolarPVwebinar/3+Ne
t+Metering+with+BC+Hydro+-+BC+Hydro.pdf
At the coast, insolation values are 900 kWh to 1,000 kWh and as low as
800 kWh to 900 kWh on the north coast, while in the Interior some
regions are 1,000 kWh to 1,100 kWh in the West Kootenay, while the
Okanagan is 1,100 kWh to 1,200 kWh, and parts of the East Kootenay,
like around Kimberley, 1,200 kWh to 1,300 kWh. That’s quite a range of
62.5% between low and high, so it turns out that 1,100 kW is not accurate
on a regional and sub-regional basis across BC.
Next check out the penetration of state electricity generated by solar PV
systems for Idaho, which is .61%, and then check out all of the southern
US states to find out that, with the exception of Arizona, New Mexico,
Nevada and California, Idaho has a higher percentage of solar PV grid
generation penetration than all other southern US states, including Texas
and Florida.

http://www.seia.org/state-solar-policy/idaho
Idaho is clearly not a southern US state closer to the equator, yet
grid penetration of solar PV production, at .61%, is higher than
Texas on the Gulf of Mexico.
All of which suggests that what actually needs to be undertaken is a
complete survey of the roughly 1,060 NM customer-generators of
both BC Hydro and FBC to see what the UEC and UCC costs
actually are according to the region of the province, and what
factors are influencing overall cost of construction, installation and
operation.
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Otherwise it is all basically speculation. The Shadrack-Bauman
household, for example, calculates production in 2016 at .885 MWh per
installed kW and the transfer value to FBC at .61 MWh per installed kW.
However, it is not clear how that compares with neighbours who are also
enrolled in the program.
So it is not clear if this production value is because the system is situated
in the West Kootenay when comparing it to BC Hydro’s suggested 1.1
MWh per installed kW, and/or whether weather was a factor in 2016
compared to other years.
The only way to make an accurate assessment, based on what is actually
happening in terms cost of installation and production of NM systems, is
to ask the customer-generators in those programs what their experience
actually is.
When FBC first filed their NM Program Tariff Update application on April
15, 2016 they stated that as of March 31st they had 86 customergenerators enrolled in the program, and I now understand that has grown
by 86% to 160 currently.
That tells me that interest in enrolling in net metering is rising and
therefore should not those new customer-generators enroll in the best
program the Company and BC Utility Commission can provide - one that
is in the public interest and not just the interest of the Company?
******************************************
The evidence provides a unit energy cost of $463/MWh for FBC’s
proposed Community Solar Pilot Project at the Ellison Substation, and a
unit capacity cost of $670/KW-year. In the Community Solar Pilot Project
application, FBC says that the price would be based on the cost and that
“The price of electricity supplied under the FortisBC Solar Offset rate
would be $0.231/kWh.” [p.13, pdf p.20]
1.10

Please provide the details of how Mr. Shadrack calculated these unit
energy cost and unit capacity cost figures.
Response:
I simply took FBC’s amortization costs at face value as found at 2.2 in
Community Solar Pilot Project Appendix B-1: Rate Derivation:
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$877,490/3,793,218 = $0.23133/kWh and multiplied it by 2 to achieve a
twenty year amortization period = 0.46266/kWh = $463/MWh UEC
In preparing answers for this round of Information Requests, I took
another look at FBC’s costings and the results of that analysis can be
found in my response at FBC IR1.1.2. You might also like to review the
answer I gave BCUC in IR#1.1.1 and the background information
provided to BCUC for that answer.
1.11

Why is Mr. Shadrack’s estimate of a unit energy cost of $463/MWH (or
$0.463/kWh) so different than FBC’s estimate of $0.231/kWh?
I originally halved their amortization period to twenty years for reasons
stated in BCUC IR1.1.1
*************************************
Mr. Shadrack’s evidence includes data such as the following:
“April 19th FBC purchase 491/7.8 kWh
April 19th Solar production 419.6/6.7 kWh 85.5%
April 19th Solar transfers 280/4.4 kWh 57%
April 19th Solar use 139.6/2.2 kWhApril 19th
Total use 350.6/5.6 kWh 63 Days -(28.6%)”
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What is the “/7.8” figure? (and “/6.7”, “/4.4” etc.)
Response:
Apologies. I am so used to working with these calculations that I did not
think to explain them. 7.8, etc, refers to the daily number of kWh
purchased from FBC, produced by the system, transferred to FBC, and
the net daily electrical household use rate for that particular billing period.
What I am trying to measure is to see if there is a consistently firm and
reliable net down of consumption from the grid, both in terms of capacity
required and in terms of net consumption, and if so for how long a
duration in any given year.
******************************************

1.13

Please confirm that the data illustrates a customer-owned solar PV
system that is at times providing power to the grid and at times offsetting
power that would otherwise have been drawn from grid, in accordance
with the way the net metering program is supposed to work.
Response:
Confirmed.
*******************************************

1.14

Please explain the purpose of the percentages. Is the point that the
amount of power that the customer’s solar PV system generates is
substantial in relation to the amount of power the customer purchases,
i.e., that the customer’s solar PV system provides to the grid a substantial
amount of power relative to the amount of the customer’s purchases from
the grid, and reduces substantially the amount of power the customer
would otherwise purchase from the utility?
Response:
Basically yes. The Shadrack-Bauman household started out some twelve
years ago reducing our household electrical consumption, because we
could not afford the $70,000 quoted to build a solar PV system that would
replace our then electrical needs. Besides, at that time, we were not
prepared to purchase and install a solar PV system at more than double
what we paid for our house some 18 years earlier.
Everything except the water heater and electric cook stove are hooked
into the system, while the cook stove and water heater remain directly
linked to the grid. Between 5 kWh and 6 kWh of the 7.8 kWh daily use
represents electricity purchased to heat water and the rest is related to
using the electrical cook stove.
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The 2.2 kWh solar system use represents all the other appliances and
lights and drops off in winter as solar PV production drops, and is
replaced by a higher level of purchase from FBC. But one of the reasons I
wanted to track production is so that I could see what use there was of
solar power, so that we knew that our consumption levels were not rising
because we were now transferring power to FBC to offset our purchase.
We have thought about purchasing a solar oven to lower use of the
electric stove, and we have thought about an alternative arrangement to
heating the water with electricity, such as coiling copper pipe around our
wood stove chimney.
But currently the cheapest option seems to be offsetting purchased
electricity with our own solar PV production transferred back to FBC,
though we are still pricing solar ovens as a consideration as to how we
might further reduce electric stove use.
We also have twelve twelve-volt batteries so that we can keep our house
and internet functioning when FBC grid service goes down, as it
frequently does (especially in winter). I attach a copy of the specifications
for these batteries to this IR response.
We could set the re-charge of the batteries up so that that it only occurred
outside of peak consumption times, which would then maximize transfer
of electricity from our system to FBC during peak times. However, thus
far, FBC has seemed wholly uninterested in learning how NM systems
could help it shave peak consumption, be it in the summer or winter.
The longest we have operated our solar PV system without any grid
power back up is eighteen hours in the winter, using our wood stove for
cooking and boiling water, and the batteries to power everything else.
We therefore find it disconcerting to have FBC loudly proclaim that solar
PV systems are of absolutely no use in winter, when in fact our solar PV
system has operated more reliably than FBC’s grid system over the two
winters we have had it up and running.
Here I want to say that I fully understand that FBC has absolutely no
control over wind damage, snow avalanches and mudslides done to their
transmission lines. These events are all a part of living in rural BC,
especially in the mountains.
However, as the climate and weather change, and extremes become
more extreme (as your own expert witness has so eloquently stated), how
efficacious is it to continue planning and building a power grid that relies
on transmitting all the generation from a few central nodes?
The purpose of providing the evidence should not be to focus on the
individual systems per se, but to focus on considering what role an
expanded NM enrollment could play in helping FBC meet LTERP and
LTDSMP.
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1.15 What is Kaslo #3, and why is the unit energy cost “N/A”?
Response:
It is a roof mounted system of similar size to NM#4, but has not yet been
operational for a year or more, therefore there is no way to to quantify the
UEC yet.

