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Dear Mr. Keen: 
 
Re: British Columbia Hydro and Power Authority 
 Project No. 3698869 / Order G-40-16 
 F2017 to F2019 Revenue Requirements Application 
 
Further to your February 27, 2017 filing of evidence on behalf of the Association of Major Power Customers of 
BC, enclosed please find the Commission’s Information Request No. 1. In accordance with the regulatory 
timetable, please file your responses no later than Monday, March 27, 2017. 
 
Yours truly, 
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BRITISH COLUMBIA UTILITIES COMMISSION 
INFORMATION REQUEST NO. 1 TO AMPC 

 
BC Hydro and Power Authority  

F2017-F2019 Revenue Requirements Application  

 Reference: Chapter 3 – LOAD FORECAST 1.0
Exhibit C9-7, pp. 5, 10; Exhibit C4-6, pp. 6, 8 
Rate increase 

On page 5 of its Evidence, the Association of Major Power Customers (AMPC) states: “BC Hydro’s rates 
for industrial customers connected at transmission voltage under Rate Schedule 1823 (“RS 1823”) will be 
set by the Commission pursuant to Special Direction 7 (“SD 7”). Rates will increase by 4, 3.5 and 3%, 
respectively …” 
 
AMPC states on page 10:  “…for rate-setting purposes, the forecast that BC Hydro has presented is quite 
bullish concerning natural gas production and LNG exports. AMPC is concerned that the fluid nature of 
the global natural gas market leaves this aspect of BC Hydro’s forecast uncertain.” 
 
CEABC submits on page 6 of its Evidence:  “The Montney production is growing more rapidly than any 
other area in B.C. And, it should be noted that this rapid and sustained growth is without any assistance 
from any potential LNG export industry. All of this growth is for existing markets. If industry capital 
investment plans are an indication, the growth of Montney production can be expected to continue well 
into the future.” CEABC further submits on page 8 that “[Encana]’s 2017 Montney program is set to 
deliver significant margin expansion.” 
 
1.1 Please explain if AMPC’s concerns set out in its Evidence impact the F2017, F2018 or F2019 load 

forecast. If they do, please identify which test period years each of the load forecast issues 
raised relates to.  

1.1.1 If AMPC’s concerns impact the load forecast outside of the three year test period, 
please explain AMPC’s view of the role of the F2017–F2018 Revenue Requirements 
Application (RRA) regarding load forecasts that impact rates outside of the RRA.  

1.2 Given the concern set out in its Evidence and the reference to the Government’s rate caps for 
BC Hydro’s rate increase in F2017, F2018 or F2019, please clearly explain AMPC’s position with 
respect to BC Hydro’s load forecast and revenue forecast in those respective years. 

1.3 Without consideration of a rate cap, please explain the impact of a 10 percent increase or a 
10 percent decrease in British Columbia Hydro and Power Authority’s (BC Hydro) industrial load 
forecast in F2017-F2019 on: i) the rate increase in the each of the F2017 to F2019 test periods; 
and ii) the rate increase beyond the test period. 

1.4 With reference to CEABC’s submission on the oil and gas developments, please explain whether 
AMPC continues to believe that BC Hydro’s forecast concerning natural gas production and 
Liquid Natural Gas (LNG) exports is bullish. If yes, please comment on the magnitude of the 
potential over forecast for F2017–F2019 with respect to industrial load forecast and sales 
forecast. 

 Reference:  Chapter 3 – LOAD FORECAST 2.0
Exhibit C9-7, pp. 6, 9, 12 
Sales volume 

Regarding AMPC’s concern with BC Hydro’s industrial load forecast, AMPC states:  “[It] is concerned that 
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BC Hydro is over-optimistic about the effect that its applied-for and future rate increases will have on 
industrial sales … In AMPC’s view BC Hydro and the Commission should be prepared to take steps to 
maintain sales volumes to existing core industrial loads if the revenue requirements are to be achieved 
in practice.” 
 
On page 9 of its Evidence AMPC further states: “To mitigate against unexpected changes in demand, 
AMPC recommends that both BC Hydro and the Commission have regard not just to relative rate 
increases within BC, but electricity prices and rate options available to industry in other jurisdictions, 
and the competitive pressures they face.”  
 
On page 12 of its Evidence AMPC further states: “The rate increases facing price-sensitive EITE industries 
demand that the Commission carefully consider creative [rate] options as they arise.” 
 
2.1 Please explain what specific steps or creative options AMPC would like the Commission and BC 

Hydro to take in order to maintain sales volumes to existing core industrial loads in the context 
of this RRA.  

2.1.1 It appears that AMPC is suggesting rate design options for industrial customers to 
promote certain industries. Please clarify whether these policy decisions should be 
within the scope of this RRA or whether these issues would be more appropriate 
addressed in BC Hydro’s upcoming Rate Decision Module 2, where optional rates for all 
customer classes can be reviewed in a more comprehensive manner. 

 Reference:  Chapter 3 – LOAD FORECAST 3.0
Exhibit C9-7, pp. 11, 12, 13 
Requests and recommendations of the Commission 

AMPC makes the following requests or recommendations of the Commission in its Evidence: 

(i) “AMPC recognizes that BC Hydro’s future holds significant cost challenges: continued 
reliable supply, infrastructure maintenance costs, new capital spending, and paying 
down its significant liabilities, including deferral account balances and the fixed 5% 
deferral account rate rider (‘DARR’). In addition, there are transfers to the shareholder 
by way of dividend payments, water rentals and tax revenues. While these latter costs 
are outside of the Commission’s jurisdiction to change, AMPC recommends that the 
Commission’s decisions going forward clearly identify the role that these costs play in 
rates, and direct BC Hydro to carefully take into account the price sensitivity and 
competitive risks of EITEs as the 10-year rate plan winds down. Specific items include 
regular rate design updates to ensure balanced revenue to cost ratios, creative new rate 
options, and Commission recognition of the value of rate caps in driving BC Hydro to 
find efficiencies.” (page 11 – emphasis added) 

(ii) “AMPC’s written evidence in BC Hydro’s F2012-F2014 Revenue Requirement proceeding 
recommended that the Commission establish the fixed rate increases recommended by 
the BC Hydro Review Panel, and leave it to BC Hydro to identify the necessary 
efficiencies to achieve that level of performance. This was, in effect, a form of ‘top 
down’, rate cap style regulation. The Review Panel’s detailed analysis made clear that 
limiting rate increases to the levels proposed was possible, and there was no need to 
establish a ‘bottom up’ calculation of appropriate rates and return. AMPC, in as many 
words, proposed that the Commission carry the torch on from the Review Panel. 

Five years later, BC Hydro proposes to continue a similar approach with its targeted rate 
increases of 2.6% during the final years of the 10-year rate plan. AMPC supports 
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continuing a ‘capped’ approach that drives BC Hydro to find efficiencies in its 
operations, and recommends that the Commission support BC Hydro in such efforts. 
The Commission can do so here by recognizing industrial customers’ sensitivity to 
continued rate increases.” (pages 11-12 – emphasis added) 

(iii) “To be clear, if BC Hydro finds it has insufficient revenues to meet its infrastructure 
investment and operational needs as it approaches F2020, the Commission should insist 
on limiting rate increases to 2.6% as currently planned, to reduce the risk of industrial 
demand destruction.” (page 12 – emphasis added) 

(iv) “While some of these options are outside the Commission’s jurisdiction and imply policy 
or legislative changes by government, the Commission’s decision in this application 
should provide stakeholders with a clear menu of policy options. AMPC’s concern is that 
these choices must not assume that industrial rate increases can continue unabated.” 
(page 12 – emphasis added) 

(v) “The Commission should also clearly identify and quantify the constraints imposed by 
shareholder-driven costs: dividend payments, water rentals, taxes and amortization of 
debt. Ultimately, any suggestion that rates beyond the rate caps are necessary for BC 
Hydro to finance and maintain the reliability of generation and transmission 
infrastructure in BC must be weighed against the risk of industrial demand destruction.” 
(page 13 – emphasis added) 

3.1 For each of the points above, please explain how the issue identified impacts rates in (i) each 
year of the test period; and/or (ii) years beyond the test period.  

3.2 For each of the requests made of the Commission in each of the points above, please explain in 
detail the specific actions that AMPC would like to see the Commission take as part of the RRA 
Decision. Please address the legislative constraints set out in Chapter 2 of the RRA where 
applicable and clearly identify where policy or legislative changes by government would be 
necessary in order for the Commission to fulfill AMPC’s requests.  
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