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Transmission Planning Advisory Committee Discussion Paper
Exploring Non-Wires Transmission Alternatives
A.
PURPOSE 
This paper is intended to support initial discussion with the Transmission Planning Advisory Committee on BCTC’s exploration of non-wires transmission alternatives 
 by providing an overview of preliminary considerations and potential areas of investigation. 
B.
BACKGROUND  
Exploring the feasibility of non-wires transmission alternatives, and potential mechanisms by which such alternatives could be identified, promoted or integrated, is occurring at a timely point in BC’s electricity industry development;
· A basis in the Provincial Energy Policy Review: In November 2005, the Ministry of Energy, Mines and Petroleum Resources announced plans to expand on the Province's 2002 Energy Plan. The expanded Plan includes review of the existing 2002 Energy Plan, (including electricity, oil, gas and alternative energy sectors), with a view towards developing a greater emphasis on conservation, efficiency and innovation.  BCTC expects the new Plan will support more aggressive investigation and use of non-wires alternatives.
· In light of a significant capital investment program: BC’s transmission system is in need of expansion for both domestic requirements and in support of continued regional trade activities. BCTC is projecting $2.6 billion in required transmission system capital investments over the next ten years to meet these requirements, and must balance the need for system expansion alongside the corresponding costs, rate impacts and the complexities of siting new infrastructure. As such, the potential for addressing infrastructure requirements through innovative non-wires alternatives is a valuable analysis to undertake. 
· Supported through regulatory direction: The BC Utilities Commission’s decision on BCTC’s F2006-F2015 Capital Plan contained a number of findings and directives, including support for and guidance on BCTC’s assessment of non-wires opportunities.
· Supported by stakeholders: Interest has been expressed by a range of BCTC stakeholders on the investigation of non-wires transmission alternatives, including members of the Committee, attendees of BCTC’s 2005 Provincial Transmission Planning Forum, and feedback received during BCTC’s recent Open Access Transmission Tariff consultations, as well as through several Commission hearings.
· Industry practice: Many jurisdictions in North America and beyond are reviewing the potential for non-wires transmission alternatives when addressing new infrastructure requirements. Summaries of efforts underway in Alberta, New Zealand and by the Bonneville Power Administration are included for context.  
C.
REGULATORY DIRECTION
In its F2006-F2015 Capital Plan submission, BCTC confirmed it remained in the early stages of reassessing its role in evaluating and contracting for non-wires transmission alternatives where such alternatives held the potential to avoid or delay wires solutions. 
In the Commission’s subsequent decision, BCTC was encouraged to strengthen its consideration of non-wires transmission planning alternatives, as well as consult with customers on general demand side management opportunities. The Commission directed BCTC to identify the potential for such opportunities through future Capital Plan submissions, requesting that BCTC identify the extent to which non-wires solutions could defer or possibly eliminate the need for growth transmission capital investments. 
Extract from the BCUC Decision on F2006 – F1015 Capital Plan 
“The Commission Panel appreciates the willingness of customers to provide solutions to transmission constraints and to discuss such solutions with BCTC and BC Hydro. The Commission Panel therefore directs BCTC, if it has not already done so, to initiate discussions with customers (including BC Hydro) on potential customer-provided solutions to transmission constraints, and to report to the Commission on the outcome of those discussions in its next capital plan. Without limiting the scope of the discussions, the Commission Panel directs BCTC to examine the following in conjunction with BC Hydro:

a) options for general (i.e., system- or area-wide) demand reductions, to the extent they are not already covered by existing DSM initiatives such as PowerSmart;

b) options for location- or area-specific demand reductions, either planned or in response to system events (e.g., by arming customer-specific remedial action schemes);

c) demand reduction timing requirements (e.g., all hours, peak months or hours, or only when armed);

d) mechanisms for compensating customers, such as reduced rates, direct payments through commercial contracts, or investment deferral credits;

e) options for customer-supplied transmission services, such as reactive power or reliability must-run generation.” 

D.
INDUSTRY PRACTICE 
The role and significance of non-wires transmission alternatives varies considerably by jurisdiction, and at this time, there is no standard industry approach. The following are examples from three jurisdictions;
· Bonneville Power Administration (BPA): In recent years, BPA has integrated the consideration of non-wires solutions into its capital investment planning program. BPA considers “non-wires solutions” to include demand response, distributed generation, conservation measures, generation siting and pricing strategies that individually or in tandem delay or eliminate the need for upgrades to the region’s transmission system. BPA has established a non-wires solutions roundtable, composed of a cross-section of interests in its region, as the basis of ongoing consultation. BPA now uses non-wires solutions screening criteria for all capital transmission projects over $2 million.

· Alberta:  Alberta’s Electric Utilities Act states that “the Independent System Operator (the Alberta Electric System Operator) may propose a non-wires solution (a) in areas where there is limited potential for growth of load, and the cost of the non-wires solution is materially less than the life-cycle cost of the transmission wires solution, compared over an equivalent study period, or (b) if the non-wires solution is required to ensure reliable service due to the shorter lead time of the non-wires solution, for a specified limited period of time.” 

· New Zealand: New Zealand has alternated between regulated and competitive models of transmission investment in recent years.  In 2003, New Zealand’s electricity market returned to a regulated decision making process for transmission investments. Previously, Transpower New Zealand Limited, the transmission utility, directly contracted with transmission users for investment and now the New Zealand Electricity Commission approves or declines grid investment proposals from Transpower. A grid investment test assesses the net economic benefits of grid and transmission alternative investment proposals. There is no explicit provision for transmission alternatives to be procured or to be funded, and New Zealand Government rules require the Commission to use the grid investment test to determine the net market benefits of investments in transmission assets and transmission alternatives, thereby determining which is the most appropriate choice in each location taking into consideration grid reliability standards.

BCTC will, in time, come back to the Committee to review implementation mechanisms similar to those used in other jurisdictions. BCTC expects that some form of a non-wires test, such as that employed by Bonneville, as well as regulatory review similar to the process used in New Zealand, will be relied upon, as no Government direction currently exists (pending the outcome of the current Energy Plan Review). 

E. 
CAPITAL PLANNING & NON-WIRES ANALYSIS 

BCTC’s growth capital planning cycle is an evergreen process that takes input from customer requests for transmission services, load and generation Interconnection requests and customer supplied load forecasts, and provides, as an output, an annual ten year growth capital plan. Each growth capital project typically goes through five phases in its lifecycle:

(1) Identification --> (2) Study --> (3) Definition --> (4) Execution --> (5) Measurement

BCTC expects to formulate a non-wires transmission alternative identification process. As indicated in the Commission’s decision on BCTC’s Capital Plan, this process will be embedded within the capital planning cycle, in that capital growth projects will include analysis of non-wires alternatives in the Identification and Study phases. A suite of criteria or application of a ‘test’ to facilitate this process remains in the initial stages of development, and as noted previously, will be brought to the Committee once finalized. 
F. 
TOOLS TO PROMOTE NON-WIRES TRANSMISSION ALTERNATIVES
As a first step in formulating BCTC’s approach to non-wires transmission alternatives, a theoretical ‘tool-kit’ has been developed. The kit covers a broad spectrum of potential tools to promote non-wires alternatives, and is provided here for the Committee’s input. 
Tools are categorized by two foundational objectives and supplemented with illustrative scenarios or examples, along with preliminary considerations and key discussion questions. 
Objective 1
REDUCE DEMAND: Identify new or alternative market mechanisms or customer-based solutions that will result in avoided or deferred transmission construction or investment.
1. Opportunities for promoting overall system load reduction, and reducing the requirement for new or additional transmission construction.
EXAMPLE: BCTC develops a targeted commercial lighting Demand Side Management program aimed at reducing load growth in the downtown core.
Considerations:
· BC Hydro’s forward resource plan (integrated electricity plan) will be incorporating a significant level of demand side management to address [mitigate] long term forecasted demand.
· BCTC is participating with BC Hydro in their new Conservation Potential Review Project, intended to develop estimates of the conservation and peak reduction potential in the BC Hydro service area to the year 2026, with some assessment of lifestyle/behavioural change potential.
Key Questions:
· Is the identification of load reduction opportunities a fit within BCTC’s mandate?
· Should BCTC be identifying opportunities designed to reduce demand? By way of context, what would be the role and responsibilities assigned to BCTC for such initiatives as compared to those of BC Hydro in this regard? 

2. Locational price signals, either directed towards load or towards generators by way of deferral credit, transmission pricing or interconnection pricing mechanisms.
EXAMPLE 1: BCTC extends its deferral credit to existing generators willing to sign performance contracts
EXAMPLE 2:  BCTC introduces a transmission service or interconnection rate rider for service on paths requiring major capital investments.
Considerations:
· BCTC has developed tariff provisions for incenting new generators to locate in areas that will defer transmission projects by way of the deferral credit.
Key Questions:
· Should BCTC revisit the development of transmission or interconnection pricing signals, either instead of or in addition to deferral credits? 
· Should BCTC revisit the decision to focus solely on generation-side pricing signals/credits and reassess opportunities for load pricing signals/credits?  
3. BCTC facilitates an inter-utility exchange of information to promote system development and interconnection involving non-wires alternatives.
EXAMPLE: BCTC could publish possible non-wires transmission alternatives that it identifies through system study work undertaken for BC Hydro’s Call for Tender process.

Considerations: 

· BC does not currently have a clearly defined, transparent mechanism for identifying generation/transmission alternatives in advance of the regulatory process. 
Key Questions:

· Would this result in the identification of realistic opportunities for transmission infrastructure deferral or avoidance? 

· Would this raise efficiency or process challenges within the competitive call process?
4. Customer-supplied non-wires solutions – transmission must-run contracts, either periodic, short term or long term.
EXAMPLE: In order to reach its reliability criteria, BCTC pays a non-utility generator at the end of a radial line to stand ready to serve local load, in the event of a line failure.
Considerations:
· Contractual mechanisms designed to avoid or defer a requirement for new transmission infrastructure.
· Contracts could be for either energy, capacity or ancillary services.
Key Questions:
· Are such tools appropriate replacement/deferral mechanisms in long term planning scenarios, or better suited for short term, bridging or emergency situations?  
· What would be the respective contracting roles and responsibilities of BCTC and BC Hydro? What principles should be used to make that determination? 
· Are these types of arrangements adequate over the long term from a planning perspective? 
· What would be the appropriate pricing principle? Is it a utility-avoided cost, supplier cost or something else? 
5. Introduction of a curtailment or load management program.
EXAMPLE: BCTC contracts with an industrial load to curtail load in the event of a system emergency.
Considerations:
· Programs could be either long term in nature, or serve as an interim bridging mechanism.
Key Questions:
· Do such programs best serve long term, short term or emergency scenarios? 
· Do they have a special (or singular) role in managing peaks?
· If such programs were to serve in a given capacity (long term, short term or emergency basis), what role would BCTC play? 
Objective 2
INCREASE CAPACITY: Identify market mechanisms or planning tools that will result in the creation of additional capacity from existing transmission infrastructure.
6. 
Re-dispatching, or load shedding, to mitigate congestion.
EXAMPLE: BCTC develops a web-based system that allows parties seeking transmission on constrained paths to bid a “buy” price, while generators could bid a re-dispatch solution (i.e., a paired increment and decrement of generation) to relieve the constraint.
Considerations:
· Short term service, may replace the OATT “shaped service” product.
Key Questions:
· Should this be a service offered by BCTC? If so, in what role - bulletin board, broker?
· Should BC Hydro have any obligations in this regard, or should participation be purely voluntary? 

7.  Capacity resale efficiency – increasing the ability to resell capacity, and re-dispatch. 

EXAMPLE: BCTC enhances its OASIS-based system to match transmission capacity rights to sell with those seeking to buy transmission capacity. 
Considerations: 

· A more liquid market for the re-sale of transmission service can be used to create additional short term transmission capacity. 

· Tools # 6 and # 7 could be combined into a more sophisticated reconfiguration service, which optimizes generation re-dispatch offers with transmission re-sale offers in order to maximize system value relative to service requests.

Key Questions:
· How active a role should BCTC play in this market? 
· Should this be a simple re-sale of point-to-point rights, or a reconfiguration incorporating re-dispatch options for network generators? 













� BCTC has not yet settled on a formal definition of non-wires transmission alternatives. For the purpose of initial discussion, the definition employed by Bonneville Power Administration is useful: “non-wires solutions” are any demand response, distributed generation, conservation measures, generation siting and pricing strategies that individually, or in combination, delay or eliminate the need for upgrades to the  transmission system.


�  British Columbia Utilities Commission in the Matter of British Columbia Transmission Corporation Transmission System Capital Plan F2006 to F2015 Application DECISION; September 23, 2005; Pgs 19-20.
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