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British Columbia Utilities Commission 
900 Howe Street 
Sixth Floor 
Vancouver, B.C.  V6Z 2N3 

Attention:  Patrick Wruck, Acting Commission Secretary 
 
FILED ELECTRONICALLY 
 
Dear Mesdames/Sirs: 
 
Re:  Project No. 3698869 - BC Hydro F2017 - F2019 Revenue Requirements 
Application 
 
Background 

This is the final submission of MoveUP, also known as the Canadian Office and 
Professional Employees Local 378.  MoveUP is the certified bargaining unit for the 
majority of the Utility's inside workers.  Our client has represented employees at BC 
Hydro since 1962 and with its predecessor, The BC Electric Company, since 1955. The 
Union has long been a participant in BC Hydro's regulatory processes, providing the 
unique perspective and information of the Utility's own workforce to the process.  

MoveUP's members wish to ensure the Utility remains a strong and stable Crown 
Corporation with broad public support. 

The Commission’s jurisdictions has been fettered 

BC Hydro reports that it has responded to more than 3,400 Information Requests from 
multiple parties in the first two rounds, 2,144 in round one12 and 1,288 in round two, as 
well as filing Rebuttal Evidence and responding to an additional 268 Information 
Requests thereon. In MoveUp’s opinion such efforts were probably unnecessary given the 
fact that the Provincial government had all but totally hamstrung the Commission. 
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BC Hydro’s Final Submissions filed with the Commission on May 23, 2017 cover 340 pages, 
but the key submission is contained in part three, entitled “Legal Framework Has 
Implications For Commission’s Determinations”, where BC Hydro reminds the 
Commission that its discretion has been almost completely fettered as follows: 

• First, rate increases are capped during the test period, and the balance of BC 
Hydro’s revenue requirements must be transferred to the Rate Smoothing 
Regulatory Account;  

• Second, the Commission must allow BC Hydro to recover a number of specified 
costs included in BC Hydro’s forecast revenue requirements; 

• Third, the Clean Energy Act has exempted from provisions of the Utilities 
Commission Act a number of projects, programs, contracts and expenditures that 
are reflected in BC Hydro’s revenue requirements in the test period; 

• Fourth, the Minister’s Mandate Letter sets out priorities for the test period; 

• Fifth, regulations address the re-purposing of the Burrard Facility and recovery of 
associated costs; and 

• Sixth, there are legislated parameters around the Commission’s public interest 
review of BC Hydro’s demand-side management expenditure schedule (BC Hydro 
Argument para 11). 

What remains in the way of genuine scope for the Commission to exercise judgment and 
apply its expertise is relatively minor, especially for a multi-year revenue requirements 
proceeding.  MoveUp will focus on the areas where BC Hydro points out that the 
Commission’s authority has been fettered. 

The 10 year rate plan 

By degrees, the provincial government has increasingly transferred substantial regulatory 
oversight and the approval of significant utility projects and initiatives from the 
Commission to itself.  One of the government’s many directives that it has enforced on 
the Commission, BC Hydro and its customers was the 10 year rate plan, which enabled 
the Provincial government to suppress BC Hydro’s rate increases below what was needed 
to meet the utility’s actual financial requirements, while maintaining the dividend from 
BC Hydro which it needed to balance the provincial budget. It did this by directing the 
Commission to allow BC Hydro to set up its earnings shortfall in an account receivable to 
be collected from its customers in future years. By this device, BC Hydro estimates that by 
the end of the test period it will have set up in its rate smoothing account an amount of 
$1.082 billion, and that this balance will all else being equal peak in F2021 at $1.589.4 
billion, as follows:   
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Year Amount (Millions) 

F2015   166.2 

F2016   121.2 

F2017   210.0 

F2018   285.9 

F2019   299.4 

Total  1,082.7 

(Source Exhibit B-9, BCUC 1.124.11) 

BC Hydro states that the balance must be brought to zero by the end of F2024, which it 
suggests it will be able to do in the later years of the 10 year plan by a combination of: 

• Cost savings, These actions, according to the Minister have included: reducing 
growth in operating costs; hedging interest rates; restructuring demand side 
management programming; adjusting capital additions and dismantling costs; and 
reducing power procurement and energy supply contract renewal costs (Exhibit B-
9, BCUC 1R 1.7.2 Att 1).  

• Modest rate increases, currently forecast by BC Hydro to be 2.6% in each of the 
final years of the plan period; and 

• Application of the DARR at 5% throughout the plan period. 

MoveUp considers that the 10 year rate plan would be considered profoundly violative of 
a number of key provisions of the Utilities Commission Act and fundamental regulatory 
principle.  It was ill conceived and served only to push costs of service into future years 
for purposes of political expediency. Far beyond imprudent, it borders on reckless:  
MoveUp submits that no regulator would ever consider permitting a utility to adopt such 
a plan on its own initiative. The experience of MoveUp has been that when politics start 
to override sound utility management, the results are a series of kneejerk reactions that 
serve to cut costs cosmetically in the short term, usually through the reduction of 
employees, hours, pay rates and/or benefits, with the effect of obscuring decision-making 
accountability, exacerbating the impact on future ratepayers, setting up an impending 
drag on the provincial economy, and distorting the evolution and development of the 
utility and of the vital infrastructures and services that it provides to the public. 
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The Commission must allow BC Hydro to recover a number of specified costs 

BC Hydro submits that these include (inter alia): 

• the construction of extensions to the authority’s plant or system that come into 
service before F2017, 

• energy supply contracts entered into before F2017, 

• the Rock Bay settlement, 

• the First Nations settlements, 

• the California settlements, 

• the Burrard costs, and 

• the costs deferred to the SMI regulatory account. 

MoveUp submits that this amounts to regulatory overkill, where the government 
continues to ensure that an independent Commission is rendered totally impotent and 
unable even to conduct prudency reviews on what in the case of the decommissioning of 
Burrard Thermal and SMI were government mandated programs removed from 
Commission oversight and a review of cost effectiveness or system reliability.  

This is particularly significant in view of the impact of the Supreme Court of Canada’s 
judgment in ATCO Gas and Pipelines Ltd. v Alberta (Utilities Commission) 2015 SCC 45, 
which eliminated the old “presumption of prudency” in after-the-fact reviews of utility 
management decisions.  Thus the impact of government intervention is to shield a series 
of major decisions to expend billions of ratepayer dollars, which emanated from itself and 
not 333 Dunsmuir Street, from what would otherwise have been a searching review where 
the burden would have been on the utility to justify the programs and expenditures. 

So far as concerns the energy supply contracts entered into before F2017, MoveUp 
submits that these contracts should finally be made public in that the commercial 
sensitivity that may have existed in 2009 has become somewhat stale by now. 

Another consequence of government’s policy that negatively impacts BC Hydro’s  is the 
“buy high - sell low” effect whereby BC Hydro is obliged to purchase intermittent energy 
from independent power producers at prices and under EPAs that have been exempt from 
Commission oversight since 2008. Since the energy must be taken to a great extent when 
BC Hydro does not require it and in volumes that BC Hydro does not currently require to 
meet its load, the result is that BC Hydro is obliged to dump the power in the Pacific 
Northwest market where the spot prices reflect oversupply. 
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BC Hydro forecasts surplus sales to be 4,962 GWh, 5,556 GWh and 4,517 GWh for F2017, 
F2018 and F2019, respectively, at average unit costs of $23.8, $27.1 and $28.6 per MWh 
respectively, while at the same time BC Hydro forecasts that it must pay IPPs $92.3, $91.3 
and $94.7 per MWh respectively. MoveUp submits that all else being equal this is costing 
ratepayers as follows: 

 

MoveUp respectfully submits that the Commission should lift the veil of confidentiality 
from the EPAs BC Hydro has entered into and direct BC Hydro to publish all details on its 
website. 

The Clean Energy Act exemptions 

BC Hydro submits that the exemptions include the Standing Offer Program, Mica Units 5 
and 6, Revelstoke Unit 6, and the Northwest Transmission Line. 

MoveUp points to the Northwest Transmission Line as a far-reaching instance of 
government override of the Commission’s jurisdiction. According to BC Hydro the line 
cost $704 million (offset by contributions received and receivable of $386.4 million.to 
construct and presently serves one mine, one independent power project and the 
community of Iskut (Exhibit B-10, MoveUp IR 1.1.1 et seq.). MoveUp submits that a 
strategy of “Build it and they will come” is unsuitable for a utility. 

MoveUp calculates that the annual cost of this line is in the region of $28 million being 
operating costs amortization net of contributions and interest and return on equity 
(Exhibit B-15, MoveUp 2.1.1). 

The Minister’s Mandate Letter 

BC Hydro submits that the Minister of Energy has directed it) to take the following 
strategic actions (inter alia): 

• Continue to implement the 2013 10 Year Rates Plan to keep electricity rates low and 
predicable by optimizing resources and advancing its Revenue Requirements and 
Rate Design Applications. 
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• Deliver [your] overall capital plan portfolio on time and on budget to maintain the 
reliability of the system, support British Columbia’s economic growth and meet 
the needs of customers. 

• Deliver the Site C project on time and on budget and ensure First Nations and 
local communities have the ability to participate in economic development 
opportunities arising from the construction of the project. 

• Work with Clean Energy BC to identify further opportunities for clean energy 
producers in British Columbia. 

• Improve customer satisfaction by providing timely and responsive service and 
exploring innovative energy conservation solutions such as load curtailment rates. 

• Implement the five-year safety plan to ensure the safety of [your] workforce and 
the public. 

MoveUp’s concerns are raised by the words “[W]ork with Clean Energy BC to identify 
further opportunities for clean energy producers in British Columbia”, as this more than 
implies that the government has plans to unleash yet another round of intermittent 
power purchases upon the ratepayers of British Columbia, in an environment that is 
already witnessing the addition of considerable volumes of energy and capacity at Site C 
that are probably surplus to the long term needs of the Province. 

The re-purposing of the Burrard Facility 

BC Hydro submits that Direction No. 7 provides (inter alia) that: 

• The Commission must grant permission to BC Hydro under section 41 of the 
Utilities Commission Act to cease operating those portions of Burrard Thermal 
Generating Station that are not required for transmission support services; 

• The Commission “must, in regard to the non-heritage deferral account, allow the 
authority to … (ii) defer to that account the Burrard costs”; and 

• The Commission “must not disallow for any reason the recovery in rates of the 
costs that were incurred by the authority…in consequence of decisions of either 
with respect to…the Burrard costs”. 

In response to  MoveUp IRs on i) BC Hydro’s best estimate of the extra costs that its 
ratepayers will be obliged to bear during the test period as a result of the government’s 
directions to decommission Burrard Thermal Generating Station, and relocate its 
dependable capacity to Mica; and ii) to provide reports prepared since January 2007 
regarding the impact on system reliability and security caused by relocating ~917MW of 
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dependable capacity from the load centre in the Lower Mainland to a location some 600 
km to the North East, BC Hydro replied as follows: 

“The Clean Energy Act was enacted in 2010 and, since then, BC Hydro has been 
implementing that direction. As a result, planning and operating decisions since 
then have been made in the context of not relying on capacity or energy from the 
Burrard Thermal Generating Station. It is not possible to create a scenario of what 
our planning and operating decisions may have been if the decision to 
decommission the Burrard Thermal Generating Station had not been made. 
Therefore, BC Hydro is not able to provide an estimate of costs as requested”. 

In MoveUp’s view, Burrard was a heritage asset “more sinned against than sinning”, 
whose function of providing dependable capacity in BC Hydro’s load centre as well as 
cheap energy on an emergency basis was never fully recognized by the politicians who 
saw it as an impediment to the prosperity of intermittent power producers in the 
Province. It is unfortunate that the Commission by Order G-198-16, dated December 
29,2016 approved BC Hydro’s application dated December 22, 2016 under section 41 of the 
Utilities Commission Act (UCA), for permission to permanently cease operating those 
portions of Burrard Thermal Generating Station that are not required for transmission 
support services, without the need for a hearing of any kind where some of these 
concerns might have been aired. 

The Commission’s public interest review of BC Hydro’s demand-side management 
expenditure schedule 

BC Hydro submits that “[T]he financial treatment of BC Hydro’s demand-side measure 
expenditures are also subject to directions from government, as follows: 

• Recovery in rates of the expenditures on the Thermo-Mechanical Pulp Program is 
required by the Direction to the British Columbia Utilities Commission Respecting 
the Authority’s TMP Program.29 In addition, this direction specifies that thermal-
mechanical pulping program costs are to be deferred to BC Hydro’s Demand-Side 
Management Regulatory Account. The Commission must therefore accept the 
$41.9 million30 included in the proposed expenditure schedule for this program. 

• Pursuant to Direction No. 7, BC Hydro’s development, implementation and 
administration costs for demand-side measures are recorded in the Demand-Side 
Management Regulatory Account and amortized over 15 years. 

One area where MoveUp considers BC Hydro’s accounting follows dubious government 
directions concerns its expenditures on Demand Side Management (DSM) programs. By 
the end of F2017 BC Hydro reports an unamortized balance on its deferred DSM of $931.8 
million, and forecasts the balance to rise to $995.7 and $990.9 million by the end of F2018 
and F2019 respectively. 
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MoveUp first raised the issue of the suitability of BC Hydro’s accounting and rate making 
treatment of its DSM expenditures as part of the testimony it filed in BC Hydro’s F2012 to 
F2014 RRA. Many of the issues remain unaddressed in F2018, such as: 

• The fact that BC Hydro capitalizes DSM expenditures while most US electric 
utilities do not. BC Hydro’s accounting policy was  approved by the Commission in 
1995; 

• The 15 year amortization period has not been tested before the Commission, and 
owes its genesis to a review of BC Hydro’s affairs in 2011 by three deputy ministers; 

• BC Hydro continues its policy of deferring “supporting initiatives” comprising 
“public awareness” and “indirect and portfolio enabling” expenditures of $16 
million per year. These were the subject of BCUC IR 1.188.1 and 1.189.1 respectively 
and do not, in MoveUp’s opinion, constitute the sort of costs that any utility 
should be putting on its balance sheet and recovering over a 15 year timeframe. 

MoveUp respectfully urges the Commission to institute on its own motion a generic 
review of the treatment of DSM expenditures for accounting and ratemaking purposes 
followed by all utilities subject to its jurisdiction. 

Deferral Account Rate Rider 

Another instance of the government overriding a decision of the Commission concerns 
the deferral of costs of energy into a trio of deferral accounts - the Heritage Deferral 
Account, the Non-heritage Deferral Account and the Trade Income Deferral Account. BC 
Hydro reports that it had accumulated $1.1429 billion in the three energy deferral 
accounts by the end of F2016. 

The method approved by the Commission to recover the balances in the three energy 
deferral accounts is by means of RS 1901, better known as the Deferral Account Rate 
Rider, which the Commission determined in 2009 should be set at a percentage of 
revenue that would vary according to the balance in the three accounts as follows: 
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Strangely, BC Hydro’s proposal in F2008 cut off at $500 million, presumably because no 
one could at that time envisage the balances exceeding that amount. 

The provincial government has directed the Commission to freeze the DARR at 5%. In 
addition, BC Hydro forecasts that additions to the three accounts will amount to $ zero in 
the test period, with the result that the application of a 5% DARR over the period F2018 to 
F2024 will result in i) the energy deferral balances being recovered in full in F2020 and ii) 
the Rate Smoothing Deferral Account being zeroed out by F2024. 

Further in response to a suggestion that it consider using a 5 year average, BC Hydro 
responded as follows: 

“It is not reasonable to assume that forecast additions to the Cost of Energy 
Variance Accounts will be equal to the five year average additions. The primary 
reason for this is that historical additions to these accounts are not the best 
indicator of future additions. Factors that caused historical variances have been 
considered in the forecasts in the Application, or are unusual events that are 
unlikely to occur in the future.” 

Factors cited by BC Hydro are summarized as follows: 
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• BC Hydro does not believe there will be the same degree of unanticipated load 
reduction: 

• the effect of weather, which was warmer than normal for fiscal 2015 and fiscal 2016, 
and which is not expected to occur each year; and 

• large, non-recurring items, such as Powerex incurring in F2014, a net loss as a 
result of the California settlements. 

(Exhibit B-9, BCUC 1.124.8) 

Typically utilities collect variances from forecast costs into what are known as regulatory 
balancing accounts, which are zeroed-out in the twelve months following their 
establishment. This mechanism protects both the utility and its customers from the risks 
of over or underestimating costs over which the utility may not have full control. 

MoveUp considers it highly likely that BC Hydro will continue to experience unfavourable 
variances in the test period and beyond, and notes that BC Hydro’s response to BCUC 
1.124.8 makes it clear that with unfavourable variances equal to the five year average, the 
balance does not get significantly reduced by F2024 with the DARR frozen at 5%. 

Other Directives and announcements 

In addition to the Directions it sets out in its submission, BC Hydro also addresses a 
number of instances where Cabinet has usurped the Commission’s rate making functions. 
These include: 

1) Mining Customer Payment Plan 

BC Hydro states that”[P]ursuant to the Direction to the British Columbia Utilities 
Commission Respecting Mining Customers (Order in Council No. 123 approved and 
ordered on February 1 29, 2016 it has set up a mechanism to allow certain mining 
customers in the province to temporarily defer payment of a portion of their BC Hydro 
electricity bills, to help those mines remain in operation while the prices for the 
commodities they produce are low,(Exhibit B-1, p.2-9) and that the balance of amounts 
payable (including interest) by mining customers related to the Mining Customer 
Payment Plan program was $56.6 million as of September 30, 2016 (Exhibit B-9, BCUC 
1.145.5). 

2) Thermo-Mechanical Pulping Program 

BC Hydro states that the Thermo-Mechanical Pulp program was approved by Order in 
Council No. 404 issued on July 14, 2015, and that pursuant to this direction the 
Commission must not disallow the recovery in rates of the costs incurred by BC Hydro, 
up to $100 million, in carrying out the thermal-mechanical pulping program to provide 
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funding to increase the electrical energy efficiency of mills that use thermo-mechanical 
pulping processes (Exhibit B-1, p 2-9). 

3) eDrive 

BC Hydro submits that: 

“[T]he eDrive rate may result in further LNG loads and higher revenues in the 
long-term, but there is considerable uncertainty as to quantity and timing. 
Government has not yet indicated when the new eDrive rate will be applicable. 
The eDrive rate is only one of many factors that LNG proponents must consider in 
making a final investment decision”, and “[T]he eDrive rate is lower than the rate 
LNG facilities would otherwise pay for service” (BC Hydro Argument para93).  

Again, MoveUp decries the use of public assets to benefit certain industrial customers at 
the expense of all other ratepayers. 

The relief BC Hydro seeks 

The relief BC Hydro seeks is short by comparison and is as follows: 

1. The requested final rate increases of 4 .0 per cent, 3.5 per cent and 3.0 per cent, to 
be applied as set out in Appendix T of the Application, are approved effective April 
1, 2016, April 1, 2017 and April 1, 2018, respectively. 

2. The requested final OATT rates for fiscal 2017, fiscal 2018, and fiscal 2019 as set out 
in Appendix T of the Application, as corrected in Errata No. 1 (Exhibit B1-2) are 
approved effective April 1, 2016, April 1, 2017 and April 1, 2018, respectively. The 
difference between the final OATT rates and the interim refundable OATT rates is 
to be collected from applicable OATT customers through a one-time charge as 
described in Chapter 9 of the Application. 

3. BC Hydro is directed to re-calculate its revenue requirements, including its rate of 
return, based on the updates, errata and commitments made by BC Hydro as 
summarized in Part Thirteen of its Final Submission and any Commission 
directives in the proceeding. 

4. Pursuant to Direction No. 7, BC Hydro is directed to record in the Rate Smoothing 
Regulatory account for each year of the test period the difference between BC 
Hydro’s recalculated revenue requirements and the revenues expected to be 
collected under the approved rates. 

5. The requested depreciation rates for property, plant and equipment at the Burrard 
Synchronous Condense facility as set out in Table 8-1 of the Application are 
approved. 
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6. The requested changes to deferral and regulatory accounts and associated financial 
treatment, as described in Chapter 7, summarized in Table 7-9 of the Application 
and clarified in Part Nine E and F of the Final Submission, are approved. 

7. The requested demand-side management expenditure schedule for fiscal 2017, 
fiscal 2018 and fiscal 2019, as set out in Table 10-1 of the Application and revised in 
BC Hydro’s response to BCUC IR 2.314.3, is accepted, for a total expenditure over 
the test period of $361.1 million. 

8. BC Hydro will comply with all other directives in the Decision accompanying this 
Order. 

9. BC Hydro is directed to file within 60 days of this order a revised Appendix A to 
the Application and updated rate schedules, reflecting the Commission’s Order 
and Decision and BC Hydro’s commitments articulated in Part Thirteen of its Final 
Submission. 

Given the legal framework described above, a challenge to the relief BC Hydro seeks 
would be pointless. Instead MoveUp has sought to set out its concerns with the financial 
state that BC Hydro has been left in after 16 years of the current administration, and with 
what its customers and employees have to look forward to, as well as the choices facing 
the incoming administration.  

Needless to add, MoveUp submits that none of the choices for any of the parties are 
pleasant or particularly palatable. 

 
All of which is respectfully submitted. 
 
Yours truly, 
 

Allevato Quail & Worth 

 
 
per Jim Quail 


