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VIA COMMISSION E-FILING SYSTEM 

 

  

Dear Madame: 

BC Hydro F2017-F2019 Revenue Requirement Application (RRA) 
Association of Major Power Customers of BC (AMPC) Information Request (IR) No. 1 
Response to Commercial Energy Consumers Association of British Columbia (CEC) 

We are legal counsel to AMPC in this matter, and enclose AMPC’s response to CEC IR No. 1. 

Please contact the writer if you have any questions. 

 

Yours truly, 
 

 

Matthew D. Keen  

MDK/roe 

 
 
 

 

British Columbia Utilities Commission 
6th Floor, 900 Howe Street 
Vancouver, BC  V6Z 2N3 
 
Attention: Ms. Erica Hamilton, Commission Secretary 
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AMPC Response to  
Commercial Energy Customers Information Request No. 1  

 
BC Hydro and Power Authority  

F2017-F2019 Revenue Requirements Application  
 

March 27, 2017 
 

7.0 Reference: Exhibit C9-7, Page 3 and Exhibit B-15, CEC 2.135.1 
 

 
 
“AMPC members build and maintain businesses that support BC’s overall economy. A 
reliable supply of reasonably priced energy is extremely important to remain competitive 
in global markets. However, BC Hydro’s industrial load has declined by 17% between 
2006 and 2015, which reduces total revenues. As a result, remaining customers pay 
more in rates, creating a vicious cycle that challenges the retention and/or expansion of 
current industrial customers, and impairs the addition of new industrial customers.” 
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7.1  The CEC has developed the above graphic from data contained in response to CEC 

2.135.1. Would AMPC agree that BC Hydro has significantly over-forecast its load over 
the last several decades, and should be carefully reviewed to correct for over-
forecasting? 

 
7.2 Would AMPC agree that over-acquisition of expensive energy based on overly high 

forecasts can also contribute to increased rates and the ‘vicious cycle that challenges 
the retention and/or expansion of current industrial customers’? 

 
Response:  
 
7.1 Based on the graphic provided, historically generation has exceeded load. 

 
7.2 Yes.  
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8.0 Reference  Exhibit C9-7, page 4 
 

 
 

8.1 Please Provide AMPC’s evidence of the ‘higher operating costs’ in BC that are offset by 
BC Hydro rates. 

 
Response:  
8.1 Resource based industries in BC compete with other resource industries worldwide that 
have operating cost advantages in many areas from the cost of meeting environmental 
standards to the costs of energy and labour, proximity to key markets or climate-related costs.  
 
For example, according to the World Bank, Canada ranks 56th in the world in dealing with 
construction permits and 108th in the world in getting electricity.1 
 
The Organization for Economic Co-operation and Development ranks Canada has having the 
eighth highest wages on a  purchasing power parity basis,2 while the United Nations Economic 
Commission for Europe ranks Canada 10th,3 amongst the countries sampled. It is unlikely that 
many, if any, countries not sampled would have higher wages than Canada. 
 
The World Bank’s data shows that only seven countries or jurisdictions have carbon taxes that 
exceed BC’s, while only four are within 50% of BC’s.4 
 
It is not possible to provide more specific information without disclosing confidential competitive 
information. 
 

  

                                                       
1 http://www.doingbusiness.org/rankings  
2 http://stats.oecd.org//Index.aspx?QueryId=64115 
3 http://w3.unece.org/PXWeb2015/pxweb/en/STAT/STAT__20-ME__3-MELF/60_en_MECCWagesY_r.px/?rxid=0806c85a-
23f8-4249-a4d0-10980df459d1 
4 https://openknowledge.worldbank.org/bitstream/handle/10986/24288/CarbonPricingWatch2016.pdf?sequence=4&isAllowed=y at p. 6. 
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9.0 Reference: Exhibit C9-7, AMPC pages 5,7 and 8 
 

 

 

 
 

9.1 Does AMPC believe that the rate increases proposed for the 2017-2019 test period will 
negatively influence industrial sales volumes? 

 
 9.1.1. If yes, please explain and provide quantification if possible as to how load may 

be impacted. 
 9.1.2. If not, please explain why not. 
 
9.2 Please confirm that AMPC believes that an alternative elasticity factor may be the reality. 
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 9.2.1. If yes, please explain and identify what alternative elasticity factor AMPC would 
recommend or what alternative to elasticity factors AMPC would see as being 
relevant. 

 
 9.2.2. If confirmed, does AMPC believe it would be preferable to eliminate the use of 

the elasticity factor altogether for the Industrial class?  Please explain why or why 
not. 

 
 9.2.3. If confirmed, what alternative methods would AMPC use to include price 

sensitivity into BC Hydro’s forecasting?  Please explain. 
 

Responses:   
 

9.1 Any further rate increases have the potential to reduce industrial sales volumes. 
Quantification of the reduction is not readily available as the price relationship is non-linear and 
subject to facility specific discontinuities and confidential information.  Recent experience has 
confirmed that large industrial shut downs have unpredictable timing.    

 
9.2 Elimination of a price elasticity factor for the industrial class that is the same as for other 
rate classes is one possibility. This could be replaced by more specific calculations. A further 
change would be the inclusion of one or more “feedback” iterations between the rate increase 
(and revenues) sought and the industrial load forecast.  
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10. Reference: Exhibit C9-7, page 6 and BC Budget and Fiscal Plans 
 

 

 
10.1 The CEC has analyzed the recent BC Government GDP forecasting recorded in their 

historical Budget and Fiscal Plans and found at Http://bcbudget.gov.bc.ca/.  Please 
confirm that over-forecasting of general GDP growth also has the effect of creating an 
overly high forecast and could contribute to the inability of BC Hydro to achieve its 
revenue requirement. 

 
10.2 Does AMPC believe that measures to maintain business productivity should be 

extended equally to other rate classes?  Please explain why or why not. 
 
10.3 Please confirm that to the extent that the forecast is over-forecast and resulting in 

acquisition of additional energy which becomes surplus to BC Hydro’s customers’ need, 
adjusting the forecast downward to remove over-forecasting bias would contribute to 
lower revenue requirements and equally preserve the ability of all customers to utilize 
electricity. 

 
Response:  

 
10.1 AMPC is not in a position to comment on the specifics of the government’s GDP 

forecast. 
 



BCH F2017–F2019 RRA 7 AMPC Response to CEC IR No. 1 
March 27, 2017 

10.2 AMPC has not made any recommendations on business productivity measures.  
 

It is important to recognize that EITE (sometimes referred to as emissions-intensive and 
trade exposed in relation to climate change legislation) businesses are well recognized 
in policy as particularly affected by changes in electricity prices. While there is no 
established definition, the mining, pulp and paper, chemicals and fertilizers, iron and 
steel, and aluminum industries are often regarded as EITE businesses.5 These 
businesses are unique because (1) energy constitutes a significant proportion of their 
costs, (2) their businesses are mobile across jurisdictions, and (3) they tend to operate in 
commodity markets. As a result of these characteristics, these businesses are sensitive 
to changes in input costs, as their production (and competitors’) can be shifted to other 
jurisdictions where costs are lower. 
 
In this context, AMPC’s recommendations concerning limiting rate increases, price 
sensitivity and price caps arise from EITE businesses generally, but are not directed 
outside of the transmission service class. 
 

10.3 The conclusion would depend on the extent of the supply surplus, and the ability to 
reduce energy acquisitions without incurring significant stranded costs. 
 

  

                                                       
5 See for example, Environment Canada: https://www.ec.gc.ca/doc/publications/cc/COM1374/ec-com1374-en-s3.htm  



BCH F2017–F2019 RRA 8 AMPC Response to CEC IR No. 1 
March 27, 2017 

11.0 Reference: Exhibit C9-7, page 6 
 

 

  
 
11.1 Please extend the graph to 2036. 
 

Response:  
 
 11.1 Please see the extended graph below, with individual points plotted.  AMPC also 
identified an error in the X-axis of the original chart.  It is reproduced in corrected form below.  
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Corrected Graph of Fig. 3-3 for the 2017-2022 period (GWh) 

 
 

Graph of Fig. 3-3 for the 2017-2036 period (GWh) 
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12.0 Reference:  Exhibit C9-7, page 6 
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12.1 In its Application (B-l-1, page 3-6) BC Hydro states that the LNG forecast increases 
to 2662 GWh by 2024, which represents the total of announced loads. What are 
AMPC's views with regard to the appropriateness of including 'announced' loads as 
the basis for the forecast. 
 

12.2 Does AMPC believe that some probability weighting or decrement could be applied 
to the LNG load forecast to reflect the significant uncertainty? Please explain why or 
why not. 
 
12.2.1. If yes, please provide any probability or decrement that AMPC might consider 
suitable. 
 

12.3. Does AMPC have historical data on the international price for LNG trade? 
 

12.3.1. If so, please provide. 
 

Response: 
 

12.1 Inclusions in the load forecast should be based on an independent probability 
assessment both of the development proceeding and of the developer selecting electricity 
supply from BC Hydro. The latter assumption is particularly significant where the new load 
involves gas compression or LNG sited far from existing facilities, as such developments could 
count on a supply of natural gas on-site that in many cases is considered the default source.   

 
12.2 and 12.2.1 See above.  While AMPC understands that BC Hydro undertakes this 
type of analysis, AMPC’s concern relates to stepwise changes in load. Any expenditures to 
serve forecast new load should be based on a scenario analysis that results in a flexible “least 
regret” outcome should the new facility not materialize as hoped.  

 
12.3 No, AMPC does not have that historical data. 
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13.0 Reference: Exhibit C9-7, pages 11 and 12 
 

 

 
 

13.1 Please confirm, or otherwise explain, that AMPC's proposed rate cap approach would 
provide rate stability to all customer classes, and would not just be applied to the 
Industrial sector. 
 

13.2. Would AMPC agree that planning for a reduction in the requirement for new energy 
supply could work well in conjunction with BC Hydro's improved efficiency to cap 
rate increases? 
 
13.2.1. If not, please explain why not. 
 

13.3. Does AMPC believe that certain costs incurred by BC Hydro should be considered 
for denied recovery as opposed to being rolled over into the rate smoothing accounts? 
Please explain why or why not. 
13.3.1. If so, what types of costs would AMPC recommend for denial? 

 
Response:  

 
13.1 Confirmed. 

 
13.2 Please see the response to 12 above. The rate impact of reduced supply would depend 
on the committed or stranded costs involved and the prior use of scenario planning. 

 
13.3 If some costs were determined to be imprudent they should not be included in the rate 
smoothing accounts or in any portion of the revenue requirement, consistent with standard 
regulatory practice. 

 
13.3.1  AMPC has not conducted sufficient analysis of what costs might have been imprudently 
incurred. 
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14.0 Reference: Exhibit C9-7, page 12 and Appendix A 

 

 
14.1 Please provide the most recent BC Hydro Cost of Service ratios for each rate class. 

 
14.2 Please provide the BC Hydro Quebec data for the Commercial rate classes. 

 
Response:  

 
14.1 AMPC reproduces Table 3-6 from BC Hydro’s 2015 RDA Application below (Project No. 
3698781, Ex. B-1, p. 3-36): 
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AMPC does not consider these R/C ratios to be accurate, as functionalization and allocation 
approaches to very significant common costs were disputed. The parties to the subsequent 
negotiated settlement process agreed to settle in many instances only on the understanding that 
the issues would be revisited in the “new COSS and Rate Design Application in F2019” that BC 
Hydro has committed to.  See, e.g., pp. 3 and 6-11 of Appendix A to Commission Order G-47-
16. 
 
AMPC acknowledges that the most recent cost of service study indicates a commercial rate 
class revenue-to-cost (R/C) ratio well in excess of 100%, and a residential rate class well below 
100%. The industrial rate class also shows a R/C in excess of 100%, which is unusual due to 
external competitive pressures. 

 
14.2  AMPC has not undertaken a similar analysis for the commercial rate classes.  The Hydro 
Quebec study can be found at the following site:  
 
http://www.hydroquebec.com/publications/en/docs/comparaison-electricity-
prices/comp_2016_en.pdf.  

 
 




