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Reply Argument Summary – Proceeding 22942  

Issues: Feeder level totalization and substation fractioning cost allocation  

May 2019 
 
Opposed to CGWG position 
 
AESO 

• ID 2018-019T / feeder level totalization 
o The CGWG did not provide evidence to support their claim that the 

adjusted metering practice will discourage future investment in DCG in 
Alberta.  

o The AESO is committed to providing all resources with a reasonable and 
fair opportunity to compete. The metering practice is required to ensure a 
level playing field.  

o Totalizing DTS as the POD does not result in the erosion of DTS MW so 
only STS needs to be totalized at the feeder.  

o The AESO has acknowledged that the issue of whether distribution tariffs 
continue to provide DCG credits is a distribution tariff matter. However, 
the issue of the AESO’s metering practices and the need for accurate 
billing determinants is an ISO tariff matter.  

o The AESO is not required to consult in respect of the ISO tariff and 
determined that it was unnecessary to conduct consultation with market 
participants other than DFOs in this case. Consultation would not have 
changed the AESO’s proposal.  

o Mr. Sharma did not testify in Proceeding 22534 that DCG will generally 
reduce future transmission costs. 

o Costs associated with connecting a generator at either a distribution or 
transmission level are irrelevant to the question of whether the adjusted 
metering practice should be implemented. Any cost effectiveness in favour 
of DCG underscores why the adjusted metering practice should be 
implemented in order to reduce cross-subsidization and market distortions 
so that generation of all types, including DCG, can connect and compete 
on a more level playing field. 

o The use of a technical rule for the AESO to obtain information would do 
nothing to resolve the fundamental issues that the AESO is seeking to 
address by way of the adjusted metering practice. 

o The DGWG makes a number of misleading statements about the AESO’s 
evidence regarding the erosion of DTS MW. 

o The adjusted meting practice is not discriminatory 
o DCG does not result in the bulk and regional transmission system being 

used less. 
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o DCG benefits from and relies on the transmission system 
o DCG impacts flows on the transmission system 
o DCG does not directly offset load on a neighbouring feeder.  
o The AESO is not proposing that the adjusted metering practice be applied 

to existing sites that are already metered on a gross basis. In accordance 
with the AESO’s proposal, the University of Alberta’s existing load and 
generation configuration would not be impacted by implementation of the 
adjusted metering practice. 

o It is the AESO’s understanding that DFOs could administer both gross and 
net metering at the same POD. 

o The DGWG introduced new evidence in its argument.  
• Substation fraction methodology 

o From a transmission perspective, the substation fraction formula 
appropriately apportions costs among different services that are provided 
to a market participant, such as a dual-use customer or DFO, that receives 
system access service at a point of delivery and point of supply substation. 

o To the extent that the substation fraction formula creates issues from a 
distribution perspective, the AESO considers such issues to be a 
distribution matter that should be addressed as part of a distribution tariff 
proceeding. 

o The cost causation principle requires costs to be reflective not only of 
costs caused by the party, but also of benefits obtained as a result of the 
costs being incurred. By narrowly focusing on whether a DCG directly 
causes the need for a reliability upgrade, the CGWG also fails to consider 
and take into account the benefits and support that DCG requires from the 
transmission system to participate in the energy and ancillary services 
markets, including the benefits and support that stem from reliability 
upgrades that are completed at the request of DFOs that make system 
access service decisions on behalf of their end-use customers. 

o To the extent that the potential allocation of costs of future substation 
upgrades could be viewed as retroactive ratemaking, then the AESO 
submits that it would be permissible retroactive ratemaking because 
market participants will have knowledge that rates may change. 
(Reference to Decision 790-D02-2015 and the “knowledge exception” to 
the retroactive ratemaking principle) 

o Cost being allocation via the substation fraction are not “embedded system 
costs.” Only connection project costs that have been classified by the 
AESO as participant-related and that arise in response to a system access 
service request that are allocated according to the substation fraction 
formula. 

o Solar Krafe introduced new evidence in its argument.  
• Flow through of costs 

o Fortis argued that it treats supply related costs as “local interconnection 
costs” that are subject to the transmission regulation. The “local 
interconnection cost” provisions of the transmission regulation do not 
apply to participant related costs deemed by the AESO to be either 
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demand related or supply related because the transmission regulation 
defines local interconnection costs as “payable by an owner of a 
generating unit for connecting to the transmission system.” Where a 
request for system access service is received from a DFO, the market 
participant at issue is not the owner of a generating unit, and the request 
does not involve the connection of a generating unit directly to the 
transmission system. 

 
AltaLink 

• ID 2018-019T / feeder level totalization 
o The system receives no corresponding benefit from the addition of DCG. 

DCG credits only benefit DCG developers at the cost of non-DCG 
customers. 

o System facilities and capacity are already in place and the associated 
embedded costs are being recovered from load customers. DCG does not 
offset these embedded costs. Rather, DCG creates an AESO revenue 
shortfall by eroding DTS billing determinants, which shortfall is backfilled 
by load customers when the AESO performs revenue true-ups and 
increases DTS rates. 

o There exists real evidence of DTS billing determinant erosion resulting 
directly from DCG, and the value currently being subsidized by non-DCG 
customers can be quantified. This evidence is provided by each DCG 
credit actually paid, and the method used by the DFOs to calculate those 
credits. 

o In Fortis’ case, annual Option M payments to DCG amounts to 1 or 2 
percent of the flow-through transmission costs of $800 million to $900 
million, with no resulting transmission benefits. 

o No evidence has been presented to support claims that future transmission 
expansion will actually be avoided as a result of any DCG development 

o DCG cannot be relied upon for system planning or for avoidance of future 
transmission expansion. 

o DCG relies on the transmission system, without providing any benefit to 
that system. 

o It is important to recognize that distribution load via POD connections 
receives a variety of grid services delivered through the transmission 
system. These services cannot be replaced by DCGs. 

o The adjusted “gross” metering practice proposed by the AESO will ensure 
that the current ISO tariff design recognizes the value of the grid service, 
and will minimize cross-subsidies by reducing or eliminating the erosion 
of DTS billing determinants. This “gross” metering practice is appropriate 
as most of the grid services such as reliability, start-up power, voltage 
quality, efficiency, and energy transaction are not explicitly metered and 
charged, while the entire transmission system is required to enable the 
delivery of such services. 

• Conclusion: Approve the applied for metering practices and consider the 
elimination of DCG credits in future DFO rate design hearings. 
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CCA 

• ID 2018-019T / feeder level totalization 
o Irrespective of whether it is an ISD or an industrial system, totalization 

behind the fence should be allowed. However, totalization at the 
substation level should not be permitted for ISDs or industrial complexes 
on a go-forward basis in order to be consistent with the principles of ID 
2018-019T 

 
 
Aligned with CGWG position 
 
Fortis 

• Substation fraction methodology 
o The substation fraction methodology needs to be revisited because of: 

 Potential for improper allocation of load-related costs to supply 
(STS) and DG 

 Allocation or reallocation of transmission local interconnection 
costs to supply (STS) after the DCG has connected. 

o The application of the substation fraction can have material impacts on 
DCG that are likely to prohibit the adoption of DCG and are not in the 
public interest. 

o A review of the Customer Cost Determinations (CCDs) issued by the 
AESO demonstrates an evolving methodology that restricts 
FortisAlberta’s ability to consider these costs final and therefore to flow 
them through to customers in a timely manner. For example, AESO 
Project 1782B at Hayter 277S substation had four CCDs issued between 
Oct 2016 and Nov 2018 which allocated 0%, 0%, 50%, and 46.3% of 
costs to STS, respectively.  

o If section 5.2(2) of the AESO’s terms and conditions is approved, Fortis 
submits that the AESO should be required to issue and consult on an 
information document setting out how proper DTS and STS levels are 
established. 

o The AESO should be directed to consult with market participants on 
future changes to the tariff that could address the shortcomings of the 
substation fractioning methodology. 

• ID 2018-019T / feeder level totalization 
o The primary reason, if not the only reason, for the AESO’s proposed 

implementation of ID 2018-019T is the existence of credits that are 
available to DCG. The Commission’s deliberations regarding the credits 
available to DCG, as offered by most of the DFOs, should be undertaken 
in a distribution tariff proceeding because it is in the distribution tariff that 
these credits reside. 

o The AESO’s proposal will impact the credits but not eliminate them. The 
proposal will have different effects on different DCGs given the 
circumstances at a substation. Accordingly, this is a crude an ineffective 
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way to deal with the AESO’s concern, which is the existence of the 
credits.  

o The AESO has not evaluated other options for addressing its perceived 
concern with DCG credits that would not require grandfathering.  

o The proposal is discriminatory between industrial customers and DFOs 
because industrial customers can choose to participant on a gross basis. 

o The definition of transmission facility in the EUA has not changed. 
o Consultation on this topic was wholly inadequate. The AESO did not 

discuss the issue with any DCG operators or proponents prior to issuance 
of the ID. Argument by the UofA outlined how parties that may be 
materially affected by the ID have not had the opportunity to properly 
communicate these concerns to the AESO or Commission. 

 
ATCO Electric 

• ID 2018-019T / feeder level totalization 
o ATCO generally agrees with the evidence of the CGWG in this regard. 

ATCO considers that this matter has been comprehensively addressed in 
the arguments of other parties and no further submissions are required.  

 
ENMAX 

• ID 2018-019T / feeder level totalization 
o No changes should be made at this time as it is not clear that the objectives 

of the Act are achieved with the metering proposals in their present state. 
o An Information Document is not the appropriate implementation 

mechanism. ID 2018- 019T as it stands imposes mandatory requirements 
on market participants; as such, it should be an Authoritative Document 
and should be the subject of stakeholder consultation and should be filed 
with the AUC for review and approval. 

o Consequences of ID 2018-019T are not yet well understood and should be 
further examined through the distribution inquiry and/or the AESO’s 2020 
tariff. ID 2018-019T is a change to past practices and was developed 
without stakeholder consultation and as such has potentially resulted in a 
number of misconceptions. 

o ENMAX agrees with the DGWG that not all DCG should be considered 
equally. Whether a generator is connected to the transmission system or 
the distribution system is, in and of itself, not an indicator of whether it 
produces transmission-system benefits. 

o ENMAX agrees that building generation closer to load provides benefits. 
o ENMAX does not agree that connection costs and other impacts of 

generating facilities will always be lower for DCG projects as concluded 
by the CGWG in paragraph 18.  

o As the amount of DCG behind a POD increases, a point will be reached at 
which significant wire upgrades will be required to accommodate the next 
DCG—as is the case when the amount of TCG in an area gets too large.  

o Integration of DCG is properly considered as part of the distribution 
inquiry. 
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o Although specific projects, whether DCG or TCG, may provide project 
specific benefits, whether the existing metering practice is the best or only 
way to recognize any possible benefits is highly uncertain. Rather, it is 
appropriate to consider potential mechanisms for recognizing such 
benefits in the distribution inquiry and no changes should be made to the 
AESO’s metering practices until such consideration is undertaken. 

o Solar Krafte’s submission makes many claims about DCG that ENMAX 
submits should be tested and validated in the AUC’s Distribution Inquiry. 
Specifically, the assertion that solar DCG can avoid long, expensive 
transmission upgrades does not appear to be consistent with the evidence, 
which demonstrates that the output of solar photovoltaic generation is 
highly variable and highly dependent on local weather. Further, the AESO 
has stated, and the DGWG agrees, intermittent generation cannot be relied 
on for planning purposes. 

• Substation fraction methodology 
o ENMAX does not necessarily disagree with the formula, but as other 

parties have argued and as ENMAX noted in argument, splitting and re-
splitting POD charges as new generators connect appears to create an 
unlevel playing field between DCG and TCG. In ENMAX’s view, further 
study of the formula and its application is required and could be 
undertaken in time for the AESO’s 2020 tariff application. 

 
Métis Nation of Alberta 

• ID 2018-019T / feeder level totalization 
o The MNA is pursuing development of a DCG solar project on its lands. 

The project is sized to approximately match the needs of the nearby Town 
of Smoky Lake.  

o The viability of the project is threatened by the AESO’s efforts to deprive 
DCGs of credits for serving local loads.  

o Modeling suggests that ATCO’s D32 credits will provide up to 24% of the 
revenue generated by the project over 25 years.  

o Without the DCG credits, the MNA could still pursue a solar project, 
however with the lack of incentive to locate the project close to electrical 
loads, the logical next step would be to acquire land in the extreme 
southeast of Alberta to obtain the best solar resource and maximize the 
revenues. Since the southeast is described by the AESO as a generation 
surplus area, the energy must be transferred out of the area and transmitted 
to load centers. It is the ratepayers of Alberta who are required to pay the 
cost of potential system expansion that may be needed for the transmission 
of energy generated by this project if it is situated in the extreme southeast 
of Alberta to the load centers. We see this as an additional cost on 
ratepayers that could have been avoided if the MNA continued with its 
original plan to generate according to the local needs so that the generation 
output would not have to be transmitted over long distances. 

o All other solar generators, no longer incented by DCG credits to position 
close to load, may follow the economic choice and position only according 
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to solar resource in the southeast of Alberta. The obvious result is a 
significant transmission cost to expand the transmission system to 
accommodate exclusively in the southeast of Alberta what projections 
indicate will soon be the province’s lowest cost generation technology. 

• Substation fraction methodology 
o The prospect of situations such as those encountered by BluEarth5 where 

subsequent facility decisions (not requested or required by the generator) 
result in enormous additional cost risks to a generator long after a project 
enters service and investment decisions have been made, is entirely 
unsettling and may force cancellation of the planned development due to 
the potential risk. 

o The opportunity for community generators is largely eclipsed by the risk 
of catastrophic revenue erosion and sudden additional capital contribution 
completely beyond the generator’s control. 

 
Solar Krafte 

• ID 2018-019T / feeder level totalization 
o In the unfortunate event that the Commission approves the adjusted 

metering practice, we respectfully ask that the Commission exempt 
“Active SASR” projects, irrespective whether such projects subsequently 
revise their ISD and/or change their size or location. 

 
Distribution generation working group 

• No reply argument filed 


