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REQUESTOR NAME: Richard T. Landale     BCUC Intervener C-5 

INFORMATION REQUEST ROUND NO: 2 

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY 

DATE: 20 April 2017 

PROJECT NO: 3698901  BCUC 

APPLICATION NAME: BC Hydro Supply Chain Applications Project Application 

2.0   Information Request from Round #1 
1.2.1 After reading 2.2.5   BC Hydro's Ten Year Capital Plan page 2-8.   Will SAP costs 
be rolled into any “Deferral Accounts”,  if yes,  please describe the projected deferral costs 
annually over the expected life time of SAP.  If no,  please describe how BC Hydro intends to 
amortize/depreciate (whatever) to costs of SAP,  and over what time period. 

RESPONSE:  
The costs for the Supply Chain Applications Project will not be transferred into 
a deferral account. BC Hydro will amortize the resulting asset over ten years 
following the in-service date. 

IR#1  Will BC Hydro please state what account(s) they will amortize the Supply Chain 
Project costs to, please also explain the reason for selecting this account.  BC Hydro’s 
response to “1.2.4.4  And how will these integration costs be integrated into the rate base, 
and over  what time period”,  added more confusion than informative assistance, quote: 
“This accounting treatment is reflected in BC Hydro’s Fiscal 2017 - Fiscal 2019 Revenue 
Requirements Application”.   WHERE ?,  perhaps you would be so kind as to summarize 
in a table given to this IR for clarity sake. 

 
1.2.4.1 PassPort IT has been operating since 2003,  during this time a huge historical 
database exists and relied upon by staff users.  How will this information be integrated into the 
new SAP IT software to ensure continuity of purchase, warranty and maintenance records 

RESPONSE:  
The Supply Chain Applications Project scope includes the migration of active 
records from PassPort to the SAP IT system. However, as per the Conceptual 
Design Report (Attachment H), PassPort will not be retired at the conclusion of 
the Supply Chain Applications Project. Historical (i.e., not in active use) 
purchase, warranty, and maintenance records will continue to reside in 
PassPort and be available to the business through that application beyond the 
Supply Chain Applications Project in-service date.    
BC Hydro would make a determination regarding whether to dispose of 
historical data stored in PassPort if and when a future project is advanced that 
would lead to the full retirement of PassPort.  

IR#2  Will BC Hydro please confirm based on their analysis as filed between SAP  and 
ABB PassPort,  that “regardless” of ABB Enterprise Software Exhibit C3-3 filing in this 
current application will have no bearing on BC Hydro’s decision to finally retire 
PassPort as noted in the above response.    (emphasis added). 

3.0 Preamble to BENEFIT / COST RATIO DISCUSSION. 
While reading another BC Hydro application before the Commission,  namely the “Salmon River 
Diversion Ceasing of Operations Application”,  BC Hydro explained their capital expenditure 
Benefit Cost/Ratio in this fashion, quote: from Footnote 23 on page 34 of 42 in that application. 
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3.0 continued: 
 “23   Benefit/Cost ratio compares the costs and benefits of a capital project: a ratio 
of less than 1.0 indicates that the project destroys value, while a ratio greater than 
1.0 indicates that a project creates value. Higher values indicate that the value 
creation is more robust, and is thus more likely to survive adverse cost, schedule, 
or market variation.” 

So I completed a word search in this Supply Chain Application for “Benefit/Cost Ratio” and found 
nothing.  While in Section 2.5.1  Benefits Analysis,  BC Hydro provides a hard to read / follow 
explanation of their Benefit Analysis.  The only footnote to explain BC Hydro’s analytical benefit 
processes is given on page 2-26 of the application, quote; 

“22   Cost benefits are calculated as a proportion of total costs that are managed 
through BC Hydro’s supply chain. About 76 per cent of these costs supported 
capital investments over the last three years to January 2016. Effort benefits are 
derived from BC Hydro’s total employee labour cost. The current ratio of 
capital/total labour costs is about 40 per cent.” 

While I still do not understand the Benefit Cost/Ratio mathematics given in the Salmon River 
application,  there is some logic to warrant the capital expenditures given to that project. 
It occurs to me that in this Supply Chain Application,  we are seriously missing the capital 
expenditure Benefit Cost/Ratio between SAP, ABB PassPort,  and the overall projects costs 
contemplated by BC Hydro.  For example: “a ratio of less than 1.0 indicates that the project 
destroys value, while a ratio greater than 1.0 indicates that a project creates value”. 
IR#3  Will BC Hydro please provide a table breakdown that is composed of all the 
elements given in Table 2-2   Mid-Range Cost Estimate on page 2-13 of the application on 
a “Benefit Cost/Ratio basis for “Stand alone SAP”,  for “Stand alone ABB PassPort”,  and 
for a comparative by elements between “SAP and PassPort”,  as provided for the Salmon 
River application. 
I do think $40 to $79 million project is worth the effort,  especially since BC Hydro can do 
the same analysis for a $14 million project in support of their application before the 
Commission. 

4.0 IR#4  In my IR Round#1,  I concluded with a comment regarding organizational abilities to train 
staff on key components, addressing software, integration aspects, and training.  Citing Skytrain 
Compass Card as a failure to achieve these goals.  The comment was an invitation to BC Hydro 
to provide a “Commitment” to the BCUC Commission and all Stakeholders,  including BC 
Hydro Customers,  of the complete integration of SAP across all Departments and Service 
Groups within BC Hydro.  Planned expenditures of between $40 to $79.3million deserves a 
“Commitment” and “Accountability”. 

Respectfully submitted and appreciated, 

Richard T. Landale. 
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