
BChudro 
Joanna Sofield 
Chief Regulatory Officer 
Phone: (604) 623-4046 
Fax: (604) 623-4407 
bchydroregulatorygroup@bchydro.com 

February 17, 2009 

Ms. Erica M. Hamilton 
Commission Secretary 
British Columbia Utilities Commission 
Sixth Floor - 900 Howe Street 
Vancouver, BC V6Z 2N3 

Dear Ms. Hamilton: 

RE: Project No. 3698514 
British Columbia Utilities Commission (BCUC) 
British Columbia Hydro and Power Authority (BC Hydro) 
2008 Long-Term Acquisition Plan (2008 LTAP) 

Enclosed as Exhibit B-14 is a copy of Bob Elton's Opening Statement. 

For further information, please contact the undersigned. 

Yours sincerely, 

Joanna Sofield 
Chief Regulatory Officer 

Enclosure 

c. BCUC Project No. 3698514 Registered Intervenor Distribution List. 

British Columbia Hydro and Power Authority, 333 Dunsmuir Street, Vancouver Be V6B 5R3 
www.bchydro.com 

B-14

markhuds
BCH LTAP 2008



2008 Long Term Acquisition Plan 

BChydro 

OPENING STATEMENT OF 

OF BOB ELTON 

FEBRUARY 19, 2009 



Opening Statement of Bob Elton 

. On June 12,2008, BC Hydro filed its 2008 Long.,.Term Acquisition Plan with the 

Commission. This is an important application for BC Hydro, as planning 

strategies put in place now can have effects for years to come. The 2008 L T AP is 

'also BC Hydro's first long term resource plan to be filed with the Commission 

since the release of the B.C. Government's 2007 Energy Plan and the 

BC Climate Action Plan, the enactment of Special Direction No. 10 and the 

passage of the May 2008 amendments to the Utilities Commission Act. 

To provide a backdrop to the Commission's consideration of the issues raised by 

the 2008 LTAP, I wish to speak to the relationship between the 2008 LTAP, 

BC Hydro's service obligation and Provincial Government policy. I also wish to 

speak to the substantial risks and uncertainties inherent in the electric utility 

businessthat BC Hydro must manage. 

The 2008 L T AP, Be Hydro's Service Obligation and B.C. Government Policy 

BC Hydro has an obligation to provide reliable, cost-effective electricity supply in 

an environmentally responsible manner that is sufficient to meet customer 

demand. As a result, BC Hydro needs to: 

• Plan for customer demand now and into the future; 

• Be prepared for emerging issues, unexpected events and uncertainties 

that may put plans at risk; and 

• Be cognizant of the ever changing needs and interests of its current and 

future customers, the Provincial Government, regulatory agencies 

including the Commission and stakeholders. 

The practice of long term resource planning must be dynamic and adaptive to 

changing circumstances if it is to meet its objective of guiding resource choices to 
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Opening Statement of Bob Elton 

the most cost-effective and risk-appropriate alternatives. This means, among 

other things, that BC Hydro must take into account Provincial Government policy 

direction. In the 2006 Integrated Electricity Plan/L TAP hearing, I testified that it 

would be "imprude~t" for BC Hydro to "ignore very strong statements made by 

the government". I have not changed my view. 

The 2008 L TAP fundamentally advances the 2007 Energy Plan: 

• Consistent with both the May 2008 UCA amendments and the 2007 

Energy Plan, Be Hydro pursued cost-effective Demand Side Management 

resources as its first priority in the 2008 LTAP. While not without delivery 

risk, the 2008 L TAP demonstrates that DSM is a cost-effective resource . 
that mitigates exposure to cost risk associated with natural gas and 

electriCity prices and greenhouse gas offsets, and reduces transmission 

and distribution costs while avoiding siting risk. DSM is expected to deliver 

7,600 Gigawatt hours per year of energy savings by F2017. DSM is 

expected to deliver 9,600 GWh, which is 72% of the energy load/resource 

gap, by F2020. BC Hydro is pursuing all cost-effective DSM; the benefits I 

have just described to our customers and to society as a whole are worth 

the risk, but will require diligence in implementation. 

• BC Hydro is looking to contracts with third party suppliers for new 

. incremental electricity supply. BC Hydro has a Standing Offer Program in 

place for the acquisition of supply from projects 10 megawatts or less. 

BC Hydro recently awarded four Electricity Purchase Agreements for 

579 GWh/year of firm energy as part of the Bioenergy Call Phase 1 

Request for Proposals. BC Hydro also seeks approximately 

4,000 GWh/year of pre-attrition firm energy as part of the Clean Power 

Call and Bioenergy Call Phase II RFP processes. 

• BC Hydro is looking to advance the Mica Units 5 and 6 Resource Smart 

capacity projects as part of our Contingency Resource Plans, to ensure 
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BC Hydro can reliably meet its customers' demand even under adverse 

circumstances, and maintain operational flexibility. Panel 4 can address 

this in greater detail. 

• The 2008 LTAP sets out a long-term plan for Burrard Thermal Generating 

Station. As Panel 2 can testify to, BC Hydro has invested a substantial 

amount of review and analysis into what it is able to commit to with 

respect to Burrard since the 2006 LTAP Decision. Burrard plays a critical 

role in our system with its capacity in the Lower MainlandNancouver 

Island region. The reliance upon Burrard for energy should not risk its role 

as a capacity resource. BC Hydro believes it has achieved an appropriate 

balance between the competing pressures. Burrard will continue its role of 

providing reliable back-up power to the province at least until 2019. 

The result is a long term resource plan that represents the right balance of 

resource additions that meets customer reliability needs while minimizing cost, 

balancing diverse stakeholder interests and addressing environmental concerns. 

As Panel 3 can describe, the 2008 L TAP builds on BC Hydro's prior resource 

planning efforts and reflects advancement in risk analysis, third party price 

forecasting of natural gas and greenhouse gas offsets, and portfolio modelling. 

However, quantitative analysis alone is insufficient to fully describe the current or 

future market realities. And so the 2008 L TAP incorporatesBC Hydro's 

professional judgment as well. 

Risks and Uncertainties 

There are many significant external influences that impact BC Hydro's long-term 

r~source planning. I want to address three in particular: the volatility and 

uncertainty of loads, the requirement to meet self-sufficiency, and government 

greenhouse gas policy and regulatory initiatives. 
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·Load Forecast 

BC Hydro prepares a load forecast each year as part of BC Hydro's annual 

financial forecast. Forecasting BC Hydro's future electricity needs is not without 

its challenges. Many variables and uncertainties are at play, inqluding customer 

behavior, economic factors and technological trends. 

BC Hydro's load forecast is influenced by the most recently available economic 

forecast developed by an independent consultant. As Panel 2 will testify, the 

Conference Board of Canada's late October 2008 economic forecast was the 

most current information available for the 2008 Load Forecast Update. BC Hydro 

understands that the late October 2008 economic forecast was prepared in mid

October 2008 and that the forecast reflects the information current at that time. 

The 2008 Load Forecast Update projections are the basis of the 2008 LTAP. 
< 

Panel 2 can address additional B.C. economic forecasts issued after 

October 2008. 

To be prepared to meet future customer electricity requirements, BC Hydro is 

monitoring potential new loads that may result from greenhouse .gas-related 

regulation and policy, new technologies and demographic trends. As set out in 

the Evidentiary Update, three electrification scenarios - electric plug in vehicles, 

residential space heating and water heating, and oil and gas facilities - have 

been considered for study and potential inclusion in future load forecasts when 

these loads become more visible and quantifiable. 

The.Base Resource Plan and the Requirement to Meet Self-Sufficiency 

Many of BC Hydro's customers are facing tough times in an uncertain and 

turbulent economy. Many of these customers in various regulatory proceedings 

have asked BC Hydro to take into account these tough times in its long term 

planning.· In light of forecast economic conditions BC Hydro amended two of the 

2008 LTAP action items by reducing: (1) the expected savings from the DSM . 
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~Ian, and (2) the Clean Power Call pre-attrition planning target to 

3,000 GWh/year. This is set out in the Evidentiary Update (Exhibit B-10). 

In arriving at the decision to reduce expected DSM savings and the Clean Power . 

Call planning target, BC Hydro recognizes the issue raised by the Independent 

Power Producers Association of BC in one of its responses to a BCUC 

Information Request (Exhibit C17-6, response to BCUC IR 1.7.2), namely that 

the 2008 L TAP is a 20 year plan, and that one of the most common mistakes in 

modelling the future is to be biased by recent developments. As set out in the 

January 12, 2009 letter (Exhibit B-11), BC Hydro is open to acquiring additional 

supply through the Clean Power Call if the potential Electricity Purchase 

Agreements are cost-effective. BC Hydro would provide reasons for any award 

, above 3,000 GWh/year in the section 71 proceeding. As a package, BC Hydro's 

2008 LTAP sets a path for securing resources to meet BC Hydro's obligation to 

its customers well into the future while keeping costs down' and risks 

manageable. 

BC Hydro is capable of meeting self-sufficiency by 2016 through the 2008 L TAP 

as amended by the Evidentiary Update. Long term resource planning is a 

dynamic ,process, and during the time between L TAP filings, the public and 

regulatory oversight of the activities identified in the L TAP allow for discussion 

and adjustment of the LTAP as warranted. As part of normal business, BC Hydro 

analyzes and evaluates the L TAP and make periodic adjustments and 

corrections to reflect changes in economic conditions, anticipated resource 

development and tegulatory requirements. 

One aspect of this flexible and staged approach is manifested through the 

proposed planning cycle, which provides regular opportunities to effectively 

monitor and adjust the LTAP if necessary to changing conditions. Under this 

proposed planning cycle BC Hydro proposes to file its next LTAP in 2011, far 

enough in advance of the 2016 date for self-sufficiency to permit further actions if 

necessary to achieve self-sufficiency. 
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Government GHG Regulatory and Policy Initiatives 

One of the most significant issues emerging from government policy and 

regulatory initiatives is making sound business commitments today given an 

eventual, but uncertain, greenhouse gas regulatory regime. For example, the 

Provincial Government has'legislated targets to reduce greenhouse gas 

emissions by 33 per cent below 2007 levels by 2020 and 80 per cent or more by 

2050. The BC Climate Action Plan states that the Plan contains measures to take 

B.C. approximately 73 per cent of the way to the legislated target of a 33 per cent 

reduction in GHG emissions by 2020. The Plan goes on to state that the Climate 

Action Team is to make recommendations for how tafill the remaining gap to 

meet the 33 per cent GHG reduction target. 

Concern about greenhouse gas emissions is now a permanent part of the 

landscape of utility planning, which alters the risk profile of .certain supply options. 

In the 2008 LTAP, BC Hydro has a GHG risk mitigation str~tegy that includes 

GHG and electrification scenario analysis, .and renewable generation and DSM 

acquisition plans. The result is an action plan that is the least carbon intense 

portfolio BC Hydro has ever identified as being cost-effective. 

Conclusion 

In conclusion, since the 2006 I EP/LTAP, conditions have changed: the 2007 
-

Energy Plan is be,ing implemented; the global economy has taken a significant' 

hit; and greenhouse gas regulation is moving from talk to action. As well, our 

aspirations have increased, we now are convinced that conservation can and 

mu'st playa larger role in our lives and how BC Hydro serves its customers. This 

is a sound plan, it recognizes these changing conditions and incorporates our 

aspirations and it builds on all the valuable learning from and since the 2006 

I EP/LTAP. 
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