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COMMERCIAL ENERGY CONSUMERS ASSOCIATION 
OF BRITISH COLUMBIA 

FINAL SUBMISSION 

BC Hydro Supply Chain Applications Project Application - Project No. 3698901 

Background and Summary 

1. BC Hydro's 'Target Operating Model' is defined by its Common Platform Strategy and 
Supply Chain Business Model. The organization has taken steps to move from a best of 
breed strategy towards an integrated platform centred on SAP. BC Hydro proposes a $66 
million Supply Chain Applications project that will add Supply Chain to the existing 
functional areas which have included the adoption of the Finance Module, the Human 
Resources Module, Project and Portfolio Management Module, Customer Care and 
Billing1

. The Supply Chain Applications Project will not implement SAP Enterprise 
Asset Management2

. 

2. The CEC finds the most significant issue to be that there are no metrics for evaluating the 
cost-benefit of the proposed project and the realization of its benefits in an application 
that is very costly and largely justified on unverifiable judgements and soft benefits. 

3. The CEC has reviewed BC Hydro's application and does not find that BC Hydro has 
provided an adequate case for approval of the project at this time for the following 
reasons: 

3.1 The project need is related to implementing the SAP Common Platform which has not 
had significant Commission oversight; 

3.2 The project costs are uncertain being established in the early definition phase and the cost 
estimate relies on professional judgement; 

3 .3 The financial benefits are based on significant judgement and not fully justified based on 
quantifiable evidence at this time; 

3 .4 The 'soft' benefits may be significantly overestimated at 50% and could reduce the NPV 
to $6.5 million; 

3 .5 There are significant determinations yet to be undertaken; 

3.6 The risk register will not be refreshed until BC Hydro receives approval to proceed with 
Definition Phase activities3

; 

3. 7 Metrics associated with evaluating the realization of the financial benefits will not be 
finalized until the business impacts of the final design are assessed in detail during the 
Implementation Phase4

; 

1 
Exhibit B-1, Attachment N, page 19 of 35 and Exhibit B-7, BCOAPO 2.26.1 

2 
Exhibit B-7, BCOAPO 2.26.2 

3 
Exhibit B-3, BCUC 1.30.7 
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3.8 The cost analysis alone does not support a clear preference for the SAP solution; 

3.9 The alternatives analysis did not adequately evaluate the PassPort option. 

4 The CEC is concerned that the present application represents a project justified primarily on 
conforming to the common platform and laden with uncertainties and assumptions as to the 
likely benefits, rather than a clear business case ready for Commission approval. 

5 The CEC submits that a project in the order of $66 million requires a thorough business case 
with a solid justification that is not present in this application. 

6 The CEC submits that it would be prudent for BC Hydro to develop a proper project 
justification at this time. 

7 The CEC recommends that the Commission deny the current application and request BC 
Hydro to improve its justification, benefit calculation, cost analyses, alternative assessments 
and benefit realization metrics for future evaluation. 

Two Phase Process 

8 BC Hydro is proposing that the Supply Chain Applications Project (SCA) be reviewed in a 
two-phase regulatory process which in combination will lead to acceptance of the estimated 
range of Supply Chain Applications Project capital costs as being in the public interest5

• 

9 BC Hydro requests that, if at any time the Commission determines that a two-phase process 
is not appropriate, then the Commission accept the total capital expenditures for the SCA as 
being in the public interest6. 

10 The two-phase process is not the customary regulatory process employed by the 
Commission.7

. BC Hydro customarily seeks BCUC approval just prior to the 
Implementation Phase8

. BC Hydro is cognizant of the cost of the Supply Chain Applications 
Project and the fact that BC Hydro has not previously brought forward an IT project to the 
BCUC for review under section 44.2 of the Utilities Commission Act. BC Hydro has decided 
not to proceed beyond the early definition stage, and therefore will not undertake more 
detailed design and planning activities until an Order is issued accepting the Definition Phase 
capital expenditures for the project9

. BC Hydro outlines the reasons for filing an application 
earlier in the project lifecycle at pages 1-8 and 1-9 of the application. These generally relate 
to the large scale of the project costs and the significant proportion of expenditures included 
in the Definition Phase of the project. 

4 Exhibit B-3, BCUC 1.28.1.2 
5 Exhibit B-1, page 1-17 
6 Exhibit B-4, CEC 1.35.1 
7 Exhibit B-4, CEC 1.35.1 
8 Exhibit B-3, BCUC 1.32.2 
9 Exhibit B-1, pages 1-7 and 1-8 
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11 In phase one, BC Hydro is seeking an Order accepting the capital costs for the SCA up to the 
end of the Definition Phase as bein~ in the public interest. BC Hydro has not fully completed 
the preliminary design for the SCA 0

. 

12 BC Hydro states that it will refine its expectations with respect to the monetized benefits for 
cost reduction and effort benefits during the Definition Phase of the project, as the system 
design is further developed 11

. 

13 In phase two, BC Hydro would be seeking acceptance of the Implementation Phase capital 
expenditures12 without revisiting issues such as project need, justification and alternatives 
already canvassed in Phase 113

. BC Hydro will present its refined analysis of the Supply 
Chain Application Project based on the Definition Phase work and will request acceptance of 
the balance of project capital expenditures to be incurred for the Implementation Phase. BC 
Hydro would file a verification report updating cost, benefit, scope and schedule information 
based on the completed Definition Phase work. BC Hydro is proposing that if the cost, 
benefits, scope and schedule assumptions do not materially change compared to what was 
reviewed in the Phase One proceeding, that the Commission issue a Phase Two order 
accepting the Implementation Phase capital expenditures as being in the public interest with 
minimal regulatory process. 

14 The CEC understands that BC Hydro's definition of a material change would not include the 
situation in which the Upper Bound Cost Estimate and Low Benefits scenario materialized14

, 

though the Commission could become aware of the expectation in the Phase Two 15
. 

15 BC Hydro states that the Phase Two process should proceed expeditiously with minimal 
regulatory process to reduce the risk of costly delays in SCA project implementation16

. The 
estimated direct cost for Definition Phase activities is $14.5 million ($13.36 million is 
allocated to capital and $1.15 million is considered operating). The forecast direct cost for 
the Implementation Phase is $31.2 million ($27.9 million is allocated to capital and $3.4 
million is considered operating) 17

. 

16 BC Hydro has not identified any additional cost risks from proceeding with a single phase if 
that process were to occur at this time. However, if a single-phase process were to occur at 
the end of the Definition phase, BC Hydro believes there would be additional cost risk 
resulting from the increased sunk costs (approximately $15 million)18 and the cost and risk 
associated with a significant delay in the regulatory process, which would result in additional 
project costs and disruption to the project team19

. 

10 
Exhibit B-1, page 1-9 

11 
Exhibit B-4, CEC 1.35.1 

12 
Exhibit B-4, CEC 1.35.1 

13 
Exhibit B-4, CEC 1.1.2 

14 
Exhibit B-4, CEC 1.3.1.1 

15 
Exhibit B-7, CEC 2.75.1 

16 
BC Hydro Final Submissions page 2 

17 Exhibit B-1, pages 2-14 to 2-15 
18 

Expected total sunk cost at the time BC Hydro anticipates receiving phase 2 regulatory approval will be 26.1 
million (Exhibit B-3, BCUC 1.32.1 
19 

Exhibit B-4, CEC 1.1.2 
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17 The CEC submits that the trade-off with respect to the traditional process versus BC Hydro's 
proposed two-phase process is essentially that of reducing the cost-risks associated with 
continued project development when the project could ultimately be denied, versus that of 
pre-approving costs that are not as well documented as might otherwise be available. The 
CEC acknowledges that by applying at this time, BC Hydro has acquired a risk of regulatory 
delay should the application be denied at this time as a result of inadequate definition. 

18 The CEC accepts BC Hydro's rationale with regard to the appropriateness of a two-phase 
process given the significant size of the project, but submits that under such a process, it 
becomes increasingly important that project justification, alternatives analysis and key 
financial metrics represent a clearly valid project with few issues. 

19 The CEC does not find that BC Hydro has provided an adequate case for approval of the 
project at this time for the following reasons: 

19.2The project need is related to implementing the SAP Common Platform which has not 
had significant Commission oversight; 

19 .3 The project costs are uncertain and the cost estimate relies on professional judgement; 

19 .4 The financial benefits are based on significant judgement and not fully justified based on 
quantifiable evidence at this time; 

19.5 The 'soft' benefits may be significantly overestimated at 50%; 

19. 6 There are significant determinations yet to be undertaken; 

19.7 The risk register will not be refreshed until BC Hydro receives approval to proceed with 
Definition Phase activities20; 

19.8Metrics associat,ed with evaluating the realization of the financial benefits will not be 
finalized until the business impacts of the final design are assessed in detail during the 
Implementation Phase21; 

19.9The cost analysis alone does not support a clear preference for the SAP solution; 

19 .10 The alternatives analysis did not adequately evaluate the PassPort option. 

20 The CEC submits that the above list results in a project that is not sufficiently robust in its 
justification for approval at this time. 

21 The CEC recognizes that additional costs may accrue from project delay as a result of the 
application being denied until further analysis is undertaken, but submits that these are likely 
to be considerably lower than the risk to customers arising from a project that is approved 
prior to further definition in this instance. 

22 Accordingly, the CEC recommends that the Commission deny BC Hydro's request for a 
Phase 1 approval at this time and request that BC Hydro continue its project through to 
Definition phase prior to re-application. 

20 
Exhibit B-3, BCUC 1.30.7 

21 
Exhibit B-3, BCUC 1.28.1.2 
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Project Need 

23 BC Hydro notes an increase in its third-party service and material need increases since 2003. 
In particular, BC Hydro's annual capital expenditures increased from approximately $600 
million in fiscal 2003 to approximately $2.3 billion in fiscal 2016. Approximately 85 per cent 
of BC Hydro's capital spending and approximately 55 per cent of BC Hydro's operating 
costs are third-party services and materials that must be procured using BC Hydro's supply 
chain.22 

24 BC Hydro states that the SCA Project: 

• will close the capability gaps in the current supply chain system and business 
processes; 

• will provide net financial benefits, which ultimately flow to BC Hydro's customers; 

• will reduce or eliminate safety, financial, reputational and reliability risks in the 
supply chain; and 

• is required before BC Hydro can achieve the full benefits from additional investments 
in work management and asset management business processes and IT systems23 

25 BC Hydro states that the 13 capability gaps are specific to limitations that prevent BC Hydro 
from fully implementing the Supply Chain Business Modei24

, which was approved by the 
Executive Leadership team in April 2013 25

• The capability gaps are outlined in BC Hydro 
Final Submissions at page 1 7. 

26 The CEC submits that the Supply Chain Business Model is intimately linked with the 
Common Platform IT strategy which is not in the scope of this proceeding. The CEC 
submits that to the extent that the application is being presented as a stand-alone application 
it would be reasonable for it to stand on its own merits. 

27 The CEC submits that the 'capability gaps' should represent independently established 
business needs, for which a solution is required, whereas in this case it appears that the 
business needs have been largely justified based on capability gaps associated with the 
transition to the platform. 

28 With regard to the financial benefits offered to ratepayers, the CEC has reviewed the 
evidence surrounding the valuation of the financial benefits (discussed below under Benefit 
Analysis) and does not find it to be compelling. The CEC submits that there is significant 
uncertainty associated with the anticipated benefits. 

29 BC Hydro provides qualitative evidence with respect to the safety, financial, reputation and 
reliability risks in BCUC 1.2.1 but is unable to quantify these risks. 

22 BC Hydro Final Submissions page 16 
23 

BC Hydro Final Submissions page 16 
24 BC Hydro Final Submissions page 16 
25 

Exhibit B-1, Attachment N, page 9 of 35 
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30 Additionally, the CEC submits that to the extent BC Hydro requires the implementation of 
the SCA before it can achieve the full benefits from additional investment, these investments 
and benefits should be in evidence. 

31 The CEC has reviewed the evidence with respect to the need for a supply chain project at this 
time and submits that it may be reasonable for BC Hydro to upgrade its supply chain systems 
to address its current requirements. 

32 However, the CEC submits that the project justification is not adequately established in this 
application, and recommends that the Commission deny BC Hydro's application at this time, 
but that such an upgrade should have a solid business case that is not in evidence at this time. 

33 The CEC recommends that the Commission require further evidence establishing a stronger 
business case than has been presented in this application for the project prior to approving the 
costs. 

Project Scope 

33. The SCA Project scope is discussed in Chapter 4 of the Application and detailed 
information on the project scope is provided in the Conceptual Design Report included as 
Attachment H of the Application26

. BC Hydro's implementation of the new IT system 
and processes as described in the Conceptual Design Report will address 150 of the 153 
Supply Chain Business Requirements. 

34. The primary scope of the SCA project includes the installation of functional SAP-based 
systems for the following core focus areas for the Supply Chain Management 
organization at BC Hydro: 

• Materials Management - inventory management, forecasting and demand planning, 
material requirements planning, and warehouse operations for all materials 

• Purchasing - purchasing processes, contract administration and invoice processing for 
all materials and services. 

• Integration - integration of SAP Supply Chain modules with other previously 
implemented SAP modules27

. 

35. BC Hydro proposes to update the project scope in Phase 2 of the regulatory process28
• 

36. BC Hydro has assessed the risk of controlling scope as being low, though it is considered 
one of the most fundamental risks that all projects face29

. 

37. The CEC submits that given the early definition phase scope risk are fundamental to the 
cost outcomes, it is reasonable to expect that scope definition may be inadequately 
justified and likely is not appropriate for Commission approval at this time. 

26 
BC Hydro Final Submissions page 9 

27 Exhibit B-1, Attachment N, page 9 of 35 
28 Exhibit B-7, CEC 2.77.5. 
29 Exhibit B-4, CEC 1.74. 
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Cost-Benefit Analysis 

Costs 

33. The estimated cost range for the Supply Chain Applications project ranges from $60.5 
million and $79.3 million with a mid-range cost estimate of $65.9 million. The expected 
capital cost portion of the SCA Project is $59.2 million, with a project capital cost range 
of between $54.3 million and $71.8 million30

. Operating costs are estimated at $6.7 
million31

. 

34. Direct Life to Date costs are in the order of $11. 7 million and Direct Future costs are in 
the order of $42.7 million32

. 

35. A breakdown of the Mid-Range cost estimate is provided m BC Hydro's Final 
Submissions at page 10. 

36. BC Hydro has conducted the equivalent of a class three cost estimate high range for the 
Mid Range cost estimate for the SAP alternative (15%). The accuracy range is +15 %/-
10% and is analogous to a P50 cost estimate.33 BC Hydro states that the +15 per cent 
upper accuracy range is analogous to a P90 estimate (i.e., the project cost should fall 
within this range 9 times out of 1 O); however, BC Hydro has not performed a Monte 
Carlo analysis and has instead based the cost value ranges on professional opinion. As a 
result, BC Hydro is unable to state with certainty that the probability of being within the 
upper accuracy range is 90 per cent (i.e., 9 times out of 10)34

. BC Hydro also states that 
given the prior work undertaken as part of the Supply Chain Transformation Blueprint 
work plus the procurement work to identify a System Integrator, BC Hydro has a better 
understanding of the project and project cost than would normally be the case this early 
in the Definition Phase35

. 

37. The CEC submits that given the early stage of definition phase, the reliance on a 
'professional opinion' approach to the cost estimate seriously undermines the validity of 
the cost estimate. 

38. The CEC submits that this is another factor that supports the denial of a Phase 1 approval 
at this time. 

3 9. BC Hydro used the useful life of its Enterprise System software asset class of 10 years as 
the basis for the economic life for the NPV analysis36

• BC Hydro uses either 5 or 10 
years for the majority of software asset classes, with 5 being used for mid-range systems 
and 10 years for enterprise systems.37 

30 BC Hydro Final Submissions page 9 
31 

Exhibit B-1, page 2-13 
32 Exhibit B-1, page 2-21 
33 BC Hydro Final Submissions page 9-10 
34 Exhibit B-6, BCUC 2.43.1 
35 Exhibit B-1, page 2-16 
36 

Exhibit B-4, CEC 1.37.3 
37 Exhibit B-4, CEC 1.37.4 
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40. BC Hydro excludes the cost of SAP platform upgrades to S/4 HANA from the SCA 
Project estimate for the reasons outlined in its Final Argument at pages 13 and 14. 

41. The CEC believes that it would be appropriate for BC Hydro to provide full context for 
any anticipated upgrades in a more fully developed business case. 

Contingencies 

42. BC Hydro added a contingency amount calculated as 20 percent of the total value of 
future direct costs38

. 

43. BC Hydro's Project Management Guidelines for Information Technology Projects 
suggest project cost contingency of 15 per cent to be adjusted based on project 
complexity. However, the Project and Portfolio Management project, which was another 
very large and complex IT project, used a 20 per cent cost contingency for the 
Implementation Phase Business Case of the Project and Portfolio Management project 
which was another very large and complex IT project39

. 

44. The CEC submits that a 20 per cent contingency on the total value of future direct costs is 
also reflective of considerable uncertainty in this project and should be factored into the 
Commission's determinations as to the likelihood of the benefits that are expected to 
accrue from the project. 

45. BC Hydro allocates a 4-month schedule contingency for the overall project. Large and 
complex projects are expected to allocate five to six weeks. BC Hydro states that the 
Supply Chain Applications Project is larger and more complex than the typical large IT 
projects at BC Hydro, and so the schedule contingency was set using the expert 
judgement of the project management team.40 

46. The CEC submits that a 4-month schedule contingency or more than double that for a 
large and complex project is significant and is again illustrative of significant uncertainty 
sunounding the project fundamentals. Costs, benefits and interest incurred through the 
duration of the project are all calculated using the committed in-service date so a 4-month 
schedule delay can also be expected to impact project benefits, particularly as no benefits 
are forecast within the first year due to the need for 'time to stabilize41 

47. BC Hydro is assuming that users may require a year following onboarding to become 
fully proficient and effort based benefits are expected to ramp up linearly over a two year 
period beyond the stabilization period42

. BC Hydro did consider the possibility that 
ramp-up could result in hindrances to the processes but assumes that some project 
benefits might be realized during the first year and will offset those issues43

• Gartner 

38 
Exhibit B-1, page 2-15 

39 
Exhibit B-4, CEC 1.30.1 

40 
Exhibit B-4, CEC 1.30.2 

41 
Exhibit B-1, page 2-26 

42 
Exhibit B-1, page 2-26 

43 Exhibit B-4, CEC 1.34.2 
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however states that 'customers consistently rate usability of the product as poor'. BC 
Hydro responds in BCOAPO 2.26.3 that it addresses the concerns with proper training, 
experience, the use of certain features to address the issues for casual users and the 
implementation of new SAP features focusing on usability44

. 

48. The CEC submits that the complexities and uncertainties identified could result in lost 
benefits and incremental costs, especially when there is only a ten-year economic life 
from the anticipated in-service date. The CEC submits that IT projects are subject to 
technology advancements which could result in reduced economic life in the face of 
delays. The CEC submits that the greater the project complexity and uncertainty, the 
greater is the uncertainty for the benefits to be achieved at all. 

49. BC Hydro has a Project Reserve to account for the additional impacts of cost risks 
beyond that in the mid-range cost estimate. It is calculated with two components 1) an 
incremental contingency of 15% to mitigate unknown risks and 2) an additional reserve 
to mitigate cost impacts associated with discrete known risks. 

50. The CEC submits that the evidence shows considerably greater risk and uncertainties 
than have been allowed for. 

Benefit Analysis 

33. BC Hydro developed the benefits analysis from the "bottom up", identifying 64 specific 
benefits that it believes are achievable and that will result in reduced costs, effort, and 
risk for BC Hydro45

. The monetized benefits of the SCA project are derived from either 
cost reductions or effort reduction savings46

. 

34. In BCUC 2.39.1 BC Hydro summarizes the project benefits based on updates to its 
application derived from its responses to various Information Requests. 

44 
Exhibit B-7, BCOAPO 2.26.3 

45 
BC Hydro Final Submission page 21 

46 
BC Hydro Final Submission page 22 
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fob le ·1: Annual Potential Benefit (thousands) 

Mid Low High 

SAP (Dec 21, 2016 Application) 27,460 16,595 33, 186 

SAP (Updated) :261172 15,704 3 ,403 

Pass Port (Dec 21, 2016 Applicrition) 19,548 11,848 23,691 

PassPort (Upclr1ted) \.'3,428 11,058 22,111 

Table 2: NPV of discounted cash flows (millions) 

Mid Low High 

SAP (Dec 21, 2016 Application) 74.4 6.4 11 L6 

SAP (Updated) 68.3 "., 1032 ..;..,..::,. 

PassPort (Dec 21, 2016 Appliciltion) 39.4 (43.6) 75.8 

PassPort (Updated) 34.2 (47.3) t•8.5 

Table 3: NPV of incremental revenue requirements impact {millions) 

Micl low High 

SAP (Dec 21, 20113 Application) f,9 0 (4.0) 94.0 

SAP (Updated) 53.5 (7 .B) 813.2 

PassPort (Dec 21, 2016 Application) 313.13 (39.1} 69.9 

PassPort (Updated) 31.& (42.:;) G'J -, ._.1 .... 

Where calculated values have changed in the attached financial model as a result 
of the updates listed above, the fields have been highlighted in orange. 

33. The CEC submits that BC Hydro has made use of many 'judgements' and assumptions in 
its assessment, and that these have been significant and relevant to the benefits 
assessment, and ultimately may result in a false granularity of data. The CEC notes that 
BC Hydro has already made five numerical changes to the inputs of the Project's 
financial model47

, though BC Hydro does not consider these to be significant. 

34. The CEC asked a series of questions related to the project benefits. 

35. BC Hydro provided an overall comment that it assessed expected monetized cost and 
effort reduction benefits and non-monetized risk reduction benefits based on employee 
feedback, data from the Supply Chain systems and professional judgement. 

36. BC Hydro states that in particular they: 

• Sought input from the individuals performing the relevant tasks on where there are 
opportunities for efficiency and productivity improvements, and how much additional 
time can be gained in hours or proportional effort; 

• Obtained data from the Supply Chain reporting system on the number of transactions 
processed through the system; 

47 
Exhibit B-6, BCUC 2.39.1 
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• Obtained data from our finance group on the historical and projected proportional 
breakdown of cost and internal labour between capital and operating activities; and 

• Relied on professional judgement, experience, and discussions with other utilities on 
their experiences for broader assumptions on productivity, savings, trends, and risk 
reduction opportunities, and on the reasonableness of the assumptions. 

33. BC Hydro relied on judgement in several areas of its analysis. For instance: 

34. The assumption of savings at 0.5 per cent of total addressable spend is based on the 
professional judgement and experience of BC Hydro's supply chain senior leadership on 
what further savings can be achieved when there is more historical and anticipated future 
demand information that can be used to negotiate lower overall prices48

. 

3 5. The assumption that 50 per cent of the people working in PassPort spend 10 per cent of 
their time managing contracts, and 30 per cent of the time managing contracts is 
inefficient is based on input from individuals performing these tasks, as well as the 
professional judgement of the project team based upon an understanding of the current 
process and the conceptual design for the project49

. 

36. BC Hydro's estimate that 50 per cent more effort is required for materials planning due to 
manual processes is based on the professional opinion of the Materials Planning 
manager50

. BC Hydro has no comparators for this assumption51
. 

3 7. The assumption with respect to the effort required by operations due to the creation and 
maintenance of duplicate transactions in PassPort, which results from the work orders 
generated from SAM and STARR, is noted on row 41 of Tab Fl of Appendix F. The 
estimate is based on professional judgement taking into account input from individuals 
performing the relevant tasks52

. 

38. The assumption with respect to the effort due to lack of visibility of material 
requirements outside of the transportation window forcing planners to track material 
requirements manually in spreadsheets is noted on row 43 of Tab Fl of Attachment F, 
and is based on professional judgement taking into account input from individuals 
performing these tasks53

. 

39. The assumption with respect to the number of times a sourcing event is started, and the 
hours attributed to wasted effort is noted on row 58 of Tab Fl of Attachment F. The 
estimate is based on input from individuals performing the key tasks on where there are 
opportunities for efficiency and productivity improvements, and how much additional 
time can be gained in hours or proportional effort. 54 

48 
Exhibit B-4, CEC 1.8.1 

49 
Exhibit B-4, CEC 1.11.1 

50 
Exhibit B-4, CEC 1.16.1 

51 
Exhibit B-4, CEC 1.16.2 

52 
Exhibit B-4, CEC 1.23.1 

53 
Exhibit B-4, CEC 1.24.1 

54 
Exhibit B-4, CEC 1.28.1 
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40. The CEC recognizes the efforts of BC Hydro to quantify the value of the benefits to be 
realized, but submits that examples such as the above are evidence of a significant level 
of uncertainty and a level of granularity that is not justified with quantified evidence. 
The CEC submits that BC Hydro's analysis of the potential benefits is inadequately 
analyzed and measured. 

41. The CEC submits that many of the benefits to be achieved are uncertain and it is possible 
the savings will not accrue to ratepayers. 

42. In addition to the above benefits assessment, BC Hydro has relied on 'professional 
judgement' in other key areas of the application. For instance,, the Supply Chain 
Applications Project is larger and more complex than the typical large IT projects at BC 
Hydro, therefore schedule contingency was set using the expert judgement of the project 
management team. 

43. BC Hydro selected the one year stabilization period based on the professional opinion of 
the project management and change management teams. This is consistent with advice 
received from Gartner regarding the typical period after system implementation, during 
which effort continues to be focussed on stabilization issues such as refresher training, 
defect elimination, and process challenges. 

44. Similarly, BC Hydro is uncertain as to how some of the employee reduction benefits may 
be realized. 

45. BC Hydro expects that some FTEs will be reduced and some FTEs will be diverted to 
other activities based on operational requirements. The effort reduction will be spread 
across multiple employees and multiple departments so BC Hydro has not determined 
how many positions may be eliminated. The targeted effort reduction benefits are not 
expected to be realized until fiscal 2023. Any decisions about eliminating positions will 
need to consider all of BC Hydro's operational requirements at that time, and will be 
reflected in future iterations of BC Hydro's Workforce Plan55

• BC Hydro points out that 
if FTEs are diverted to other activities based on operational requirements this would still 
represent a dollar savings in that it will have avoided the need to hire incremental staff 
and contractors56

. 

46. The CEC acknowledges that these savings may exist, but submits that the uncertainty 
remains very large with respect to the realization of the benefits. 

47. In CEC 1.6.1 BC Hydro states that in recognition that soft benefits are often difficult to 
quantify, BC Hydro applied a 50 per cent discount to its total assessed benefits for its 
base case (Mid Benefits scenario). For the high and low benefit scenarios, 60 per cent 
and 30 per cent respectively of the total assessed benefits were assumed to be realizable. 
The NPV calculated for the "High Benefits - Mid-Range Cost", "Mid Benefits - Mid-

55 
Exhibit B-7, CEC 2.76.1 

56 
Exhibit B-4, CEC 1.4.2 
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Range Cost", and "Low Benefits - Mid-Range Cost" scenarios for the project are 
approximately $101 million, $74 million, and $23 million, respectively57

. 

48. In CEC 1.33.1 BC Hydro stated that it selected 50% as the potential for monetized 
benefits to be recognized in order 'to be conservative' 58

. 

49. In response to BCUC 2.33.1 BC Hydro provides its Capital Investment Analysis Guide -
2015. The Guide stipulates that 'soft benefits' are to be included in NPV calculations at 
no more than 25% of their estimated value, and that the 25% figure was reached after 
completing sensitivity analysis of value based projects at various levels of discounted soft 
benefits. 25% was considered to be a reasonable figure, reflecting the importance of 
various soft benefits but also discounting their value based on uncertainty and difficulty 
in measurement and validation59

. 

50. BC Hydro acknowledges that the majority of the estimated benefits of the Supply Chains 
Application Project could be categorized as 'soft' per the Capital Investment Analysis 
Guide60

. 

51. With a 25% benefit inclusion rate the net present value of discounted cash flows based on 
the mid-benefit- mid range cost estimate is only $6.5 million61

. 

52. The CEC submits that the difference between the Updated NPV of Discounted Cash 
flows of $68.3 million and the NPV of Discounted Cash flows under the Capital 
Investment Analysis Guide guidelines of $6.5 million is very large, and would suggest 
that the project may not be of significant benefit to the customer. The CEC submits that 
on a project of $65.9 million cost, a Project NPV of $6.5 million would not suggest a 
reasonable value for the significant size of the investment. · 

53. BC Hydro does not believe it is appropriate to include benefits at the 25% inclusion rate 
specified in the Guide, because 

'The decision made by the project team to discount the benefits by 50% is 
appropriate based on the bottom-up approach used to estimate the benefits. Given 
the analysis undertaken, the 25 per cent guideline will unreasonably 
underestimate the benefits62

. 

54. The CEC submits that this is may be considered as another of BC Hydro's 'judgements' 
with no evidentiary basis. The CEC submits that BC Hydro's 50% has no particular 
justification and that BC Hydro's 'bottom up' approach does not provide any greater 
security for an assessment of soft benefits than would otherwise be available. 

55. Additionally, BC Hydro states that 

57 
Exhibit B-4, CEC 1.6.1 

58 
Exhibit B-4, CEC 1.33.1 

59 
Exhibit B-6, BCUC 2.33.1, Attachment, Capital Investment Analysis Guide pages 8-9 

60 
Exhibit B-6, BCUC 2.33.2 

61 
Exhibit B-6, BCUC 2.33.2 

62 
Exhibit B-6, BCUC 2.33.2 
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'The Guide is used as one of the inputs to decision making when prioritizing 
investments across BC Hydro, and is not used in the business justification of 
individual projects. The Guide aims to ensure uniformity in assessing the impact 
of undertaking a risk or value-driven project to support the prioritization of capital 
investments across BC Hydro. This prioritization process also applies to capital 
investments that have not yet been initiated. A large proportion of the projects to 
be prioritized are forecast with minimal definition of the project's deliverables 
and with varying levels of benefit and cost certainty. At the current level of 
definition of the Supply Chain Applications project, adhering to these guidelines, 
as opposed to the judgement of the project team, is not appropriate63

. 

56. The CEC submits that the Guide provides a considered rationale for the appropriate 
inclusion rate for 'soft benefits', and that it would be reasonably applied to business 
justification in addition to project prioritization, particularly when there is no clear 
alternative means in the evidence of estimating the soft benefits. 

57. The CEC finds that BC Hydro has not provided a strong rationale for why 25% should 
not be utilized, nor for that matter why 50% should be used. 

58. BC Hydro points out that using the 25% inclusion rate the Mid-Benefit Mid Range Cost 
Estimate NPV of discounted cash flows for the project is $6.5 million (using updated 
figures) and that the project is still in the best interests of customers . 

59. The CEC submits that an NPV of $6.5 million, combined with a cost of approximately 
$66 million is not justified without significantly more and significantly better analysis. 

Risk Reduction 

33. BC Hydro states that the benefits analysis process identified a number of risks present 
within the culTent supply chain that will be either reduced or eliminated as a result of 
closing the capability gaps. The risks identified have the potential to impact BC Hydro 
from a safety, financial, reputational, and reliability perspective. While the reduced risk is 
expected to result in the potential for avoided or reduced costs, there is not sufficient 
information to calculate an economic benefit associated with the reduced risk. 64

. 

34. BC Hydro states that the qualitative risk assessment provided by BC Hydro is consistent 
with the Capital Investment Analysis Guide and demonstrates that the risk reduction 
benefits of the SCA Project are significant65

. The SCA Project's ability to mitigate risks 
is an important part of the project's justification despite the challenges in quantifying the 
consequences of the risks and risk reduction benefits. 

63 Exhibit B-6, BCUC 2.33.2 
64 Exhibit B-1, page 2-28 
65 BC Hydro Final Submission page 34 
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35. In BCUC 1.2.1 BC Hydro outlines the risks and their likelihood and impact with the 
caveat that significant judgement has been applied and that the Commission should not 
infer any outcome from the content of the table provided66

. 

36. The CEC submits that the risk reduction benefits should also be considered uncertain and 
lacking evidentiary support and do not provide significant project justification. 

Benefits Realization 

33. BC Hydro has not yet prep~red a Benefits Realization Plan67
• 

34. In BCUC 2.51, BCUC noted that BC Hydro has indicated in the SAP inquiry proceeding 
that Benefits Realization Management is not currently applied to IT projects and that BC 
Hydro had stated they intended to develop a benefit realization plan by March 31, 2017 
and implement a benefit realization process by March 2018. 

35. However, BC Hydro has not yet identified the measures and metrics that will be used for 
trackin~ the realization of :financial benefits from the Supply Chain Applications 
project 8

. BC Hydro states that it will endeavour to develop indirect metrics when direct 
metrics are not available. 

36. The CEC submits that this lack of measures and metrics is caused by inadequate analysis 
of cost and benefits in the first place, thus jeopardizing the justification for the project. 

37. The CEC submits that this is strong evidence of a need to deny the project approval and 
encourage BC Hydro to do the required analysis to support both justification and benefit 
realization if they would like Commission approval for the project. 

38. As BC Hydro is intending to pilot the benefits realization process using select projects in 
fiscal 2018, it will still be in pilot phase BC Hydro anticipates challenges ensuring 
alignment between Supply Chain Application's benefit realization plan and the broader 
process69

. 

39. The CEC submits that given the significant costs associated with the Supply Chain 
Applications Project it may be appropriate for the Commission to require a deferral of the 
project until the benefits realization process is more fully developed for the company 
overall. 

40. The following Potential Benefits are valued at more than $1 million. 

66 
Exhibit B-3, BCUC 1.2.1 

67 Exhibit B-6, BCUC 2.51.5 
68 Exhibit B-6, BCUC 2.51.1 
69 Exhibit B-6, BCUC 2.51.6 
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Potential 
Direct or Benefit 

Potential Mid Indirect 

ID Benefit Calculation Logic (SOOO's) 
Metric/Measure 

Reduction 1n 
cost of non- The baseline is the total aclclressable spend 
stock ($2.5 billion materials & services that flow through 

5 
nmte1ials and the supply cl1ain) minus inventoriecl materials spend 

5750 Direct!lnclirect 
~3elVICes ($200 million, excludecl i)ecause stock materials are 
through incluclecl in item #60). Potential.savin~1s me 
cate~1oiy estimated to be 0.5~o of the baseline. 
management. 

Reduction of Approximately 4,000 people work in PassPort 
effort in pe1iorming supply chain functions. Estimated that 

7 
operations 50% me involved in downstream activities, 

3902 Indirect 
managin9 spendin9 I 0% of t11eir annual effective time (1586 
<::ompletion of hours) nrnnaging contracts. A conservative estimate 
work. is that 30°r; of t11eir time is inefficient. 

Calculation financial benefit re·3ulting from an 
increme in the invento1y turn rotio is calculated 

Reduction of clifferently than other benefits in this list. The current 
cost of capital invento1y turn metric for octive stock moterials is 1.6 

14 
through an on $200 million annual spend ($·125 million active 

1772 Direct 
increase in stock on l1and) costing $5.6 million per year in 
inventory carrying costs. BC Hydro estimates that the 
turn·>. inventoiy turn metric could be increased to between 

2 amJ 2.t"i which would result in a savings of $1.2 to 
$2.4 million a year through lower car1ying costs. 

Potential 
Direct or Benefit 

Potential Mid Indirect 

ID Benefit Calculation Logic ($000's) 
Metric/Measure 

Reduction of 
BC Hyclro processes 144,000 invo1<::es per year. It is 

effort in 
estimated (b£lsecl on the clistnbut1on of spend) that 

operations and 
75% are for services and are manually approved. It 

26 is also estimated t11ot to upprove an invoice takes 5756 Indirect 
projects 

on avera9e ·1 hour totol effort (submitter, reviewer, 
approvin~J 

ancl approver) ancl that 30°0 of invoices are more invoices. 
complicated nncl take 2 l1ours. 

Assume that processing the ac:crunl for an invoice 

Reduction of (total across all business units) is approximately 

effo11 nianually 
30 minutes of time per invoice that has to be 

29 occrued. Using tl1e same logic as #26, 75% of all 1771 Direct 
pe1ior111ing invoices are manually approved. Assume that 80~(. 
accruals. 

of invoices require an accrual (!3maller invoices, 
20%, don't require accruals). 

Reduction of 
cost of BC Hyclro spends approximately $200 million o yem 
materials by 

60 rnclucing on stock nmteriols. It is estimated that 4500 Direct/Indirect 
approximately 30% of MRs result in i.'ln expeditecl premiums paid 
purchase. ancl tl1is creates <:1 15% increase in cost. 

ior spot buy 
activity. 

70 

33. The CEC notes that BC Hydro will only be able to provide exclusively Direct Measures 
for 2 of these, with a total value of $3 .543 million of the benefits, whereas $9 .654 million 
will be exclusively 'Indirectly' measured, and the remaining $10.520 million in benefits 
will be a combination of both. 

70 Exhibit B-6, BCUC 2.51.2 
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34. The CEC submits that the above evidence is indicative of additional unce1iainty in the 
realization of benefits that BC Hydro is relying upon. 

35. In the Definition Phase BC Hydro will work on designing the processes and systems to 
facilitate the realization of the forecasted benefits. BC Hydro will file a verification report 
updating benefit, cost, scope and schedule information in Phase 2 of the regulatory 
process. BC Hydro will include baselines, metrics, and measures in the verification 
report. During the Implementation Phase, BC Hydro will provide updates on the benefits 
realization monitoring plan, with updates to the Verification report. The Project's final 
completion report will provide an update on the status and plans for the realization of 
benefits. Realized benefits will be reflected in future Revenue Requirement 
Applications 71

. 

36. The CEC is concerned that the business impact of the final design and the benefits 
realization metrics and measures will not be finalized until the Implementation Phase, 
and are not in evidence at the proposed Phase 1 approval stage. BC Hydro uses an 
iterative process to mitigate the risks of having uncertainty in the business impacts during 
the design decisions. 72 

37. The CEC submit that it would be appropriate for BC Hydro to have benefits realization 
metrics and measures available at the time ofBCUC approval. 

Alternatives Analysis 

Capability Gaps Criteria and SAP 

33. BC Hydro examined the use of SAP and PassP01i as possible options for the provision of 
the supply chain systems. BC Hydro decided not to examine the use of a 'best of breed' 
approach in 2015 when it was determining which alternatives to assess for this project73

• 

In 2008 BC Hydro determined that its former best of breed approach was unsatisfactory 
and adopted SAP as a common platform strategy74

• 

34. For the Supply Chain Applications Project, BC Hydro elected to' further validate' the 
SAP selection against a PassPort alternative which it also considered viable, to confirm 
the optimal choice 75

. 

35. BC Hydro evaluated the two Alternatives (SAP and PassP01i) based on their ability to 
close 13 established 'capability gaps'. 

36. The 'capability gaps' are listed in the application and form the basis for the project 
alternative analysis as well as the project benefit analysis. 

71 Exhibit B-6, BCUC 2.51.3 
72 Exhibit B-6, BCUC 
73 

Exhibit B-3, BCUC 1.8.3.2 
74 

Exhibit B-1, Attachment P, page 54 
75 

Exhibit B-4, CEC 1.38.1 
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Table 3-5 Alternatives Assessment Results for 
Closing the Capability Gaps 

Capability Gap 

1 - lnabdity to manage service-related spend 

2 - limited contract management 

3 - Limited ability lo manage inventory leve!s 

4 - limited ability to manage ind1v1dual supplier perfornrnnce 

5 - Difficulty managing the supply chain for capital projects 

6 - Lack of order, delivery and payment tracking 

7 - lnab lity to support sales and returns of unused materials 

8 - lnab lity to support pre-packagmg of materials for field crews 

9 - Lack of wireless access to inventory information 

·10 - No self-ser1e option for routine service requests 

1 i - lna:iility to pay suppliers without an mvoice 

12 - lrui:)ility to streamrine controls and approvals process 

13 - lrrn:lifily to integrate the work management systems 

Total Score (out of 52) 50 

Alternative 2 
(Pass Port) 

2 

1 

2 

3 
36 

76 

33. The term 'capability gaps' was specific to the Supply Chain Applications Project and was 
not used in the context of the Procurement Enhancement Initiative which was 
implemented to establish controls in supply chain77

. They are specific to the technology 
limitations that prevent BC Hydro from fully implementing the Supply Chain Business 
Model. 

34. The Summary of Alternative Analysis Results identifies the Ability to support the 
implementation of the SC Business Model is the first criterion listed. 

Table 3-1 Summary of Alternative Analysis Results 

Criteria Measure Alternative 1 -
(SAP) 

Ability to support Degree to which capal>ilrty gaps 
the implementation are closed by the alternative, 

50 
of the SC Bt1siness with all capability gaps weighted 
Moclei equally. Scored out of 52 

AHgnr1ent with Binary ('(es I ~~o) 
BC Hydro Common Yes 
Platform Strategy 

76 Exhibit B-1, page 3-8 BC Hydro (subsequently had minor modifications) 
77 Exhibit B-3, BCUC 1.3.1 
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Criteria Measure Alternative 1 . Alternative 2 -
(SAP) (Pass Port) 

Risk Risk assessment rating relative 
Baseline 

Higher Business and 
to baseline Delivery Risk 

Project cost Cash ftow ($ millions) 60 to 79 37 lo 115 

Moneuzed benefits Cash flow sav111gs at 
stabilization ($ miHionlyear). 

24 17 to 33 12 to 24 

NP\/ of discounted cash flows 
6 to 112 (44) to 76 

($ m11tions) 

NP"/ of revenue requirements 
(4) to 94 (39) to 70 

impact{$ millions) 78 

33. The CEC considers that to the extent that the Supply Chain Application has been 
developed as part of the common technology platform model in which SAP is established 
as the common technology, then the outcome of the comparison may be effectively pre
determined. 

34. ABB states that 'Much of BC Hydro's Supply Chain application touts the merits of a 
"Common Platform" across all business functions without much discussion around the 
state of the individual SAP modules and future implications. Having a large "common" 
platform comprised of modules in various states can actually drive up project and 
technical costs, as well as future support and upgrade costs 79

. 

35. The CEC agrees that there is a risk of increased costs in such a scenario and believes that 
such risks should be appropriately assessed in a business case evaluation reviewed by the 
BCUC. 

36. The CEC considers that BC Hydro's approach of breaking its transition to its common 
SAP platform into smaller segments such as this application, to be followed by future 
applications, can have the negative effect of limiting the oversight of the larger picture by 
the BC Utilities Commission which is not in evidence. Such an approach can 
conceivably result in projects that are not necessarily justified by a business case or on 
the merits of the project itself but are instead pre-established and justified using 
'judgement-based' analysis to create conformity with the platform. 

3 7. The CEC submits that such a situation could exist in this instance, with the development 
of criteria that are created to offer solutions or alternatives analysis based on criteria 
generated to match the platform, rather than on a business case that maximizes the benefit 
to ratepayers. 

38. BC Hydro formalizes its design requirements and considers whether the requirements can 
be delivered by leveraging technology standards which validates or creates an exception 
in the Conceptual Design report80

. 

78 
Exhibit B-1, page 3-4 

79 
Exhibit C3-3 page 15 

80 Exhibit B-3, BCUC 1.11.1 
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39. The Conceptual Design Report is included as Attachment H in the Application. The 
introductory statement is: 

'This document describes the conceptual design to implement a series of standard 
SAP functions to support supply chain processes within BC Hydro and advance 
the objectives of the Supply Chain Business Model81

. 

40. BC Hydro also states that 

The SCA Conceptual Design is founded on work initiated in the Transformation 
program. The Transformation program, based on a full SAP implementation and 
retirement of PassPort, was defe1Ted because of risk to the organization. The 
resulting recommendation was to migrate incrementally from Passport to SAP, 
with the supply chain transition completing before work and asset management82

. 

And, 

The Conceptual Design expands on the use of existing SAP supply chain 
functionality and introduces the use of new standard SAP capabilities and related 
business processes83

. 

41. BC Hydro was supported during the development of the conceptual design by a senior 
resource contracted from SAP84

• BC Hydro also consulted with SAP prior to the 
assessment process relating to licenses dependent upon the details of the solution designs 
developed 85

• 

42. BC Hydro states that it did not consult with SAP in determining the qualitative scores of 
how well the proposed solution would close each of the 13 capability gaps as it was 
determined BC Hydro had sufficient in-house knowledge to perform the assessment of 
the current version of the software, and in order to avoid any inherent bias or conflict of 
interest from SAP86

. 

43. BC Hydro did not consult with or seek information from ABB 87 at any point, and BC 
Hydro intends to retire PassPort in the future as part of its business model88

• BC Hydro 
has purposely limited investments in systems such as PassPort, since these systems are 
not aligned with its Common Platform IT strategy. BC Hydro has not completed a 
comprehensive business process redesign leveraging the current version of Asset Suite89

. 

44. The CEC considers that the consultation with SAP during the development of the 
conceptual design had the potential to shape the project into a SAP specific project, 
particularly when ABB (or any other alternative vendor) was not consulted at the same 

81 
Exhibit B-1, Attachment H, page 8of119 

82 
Exhibit B-1, Attachment H, page 8of119 

83 
Exhibit B-1, Attachment H, page 8of119 

84 
Exhibit B-3, BCUC 1.9.2 

85 
Exhibit B-3, BCUC 1.9.2 

86 
Exhibit B-3, BCUC 1.9.2 

87 Exhibit B-3, BCUC 1.9.3 
88 

Exhibit B-3, BCUC 1.24.4 
89 

Exhibit B-4, ABB 1.2 
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time. Such pre-determination can restrict the development of beneficial options that are 
not available from SAP, but could be from other solutions. BC Hydro agrees that it is 
possible for there to be incremental benefits beyond meeting the capability gaps, and that 
these may differ between alternative solutions. However BC Hydro considers SAP to be 
a leading or "best of breed" supply chain solution, it does not believe that another 
application would provide incremental functional benefits over SAP in this case90

. 

45. The CEC believes that it would have been prudent for BC Hydro to establish a business 
case based on a review of business needs, and consult with ABB regarding the possibility 
for PassPort to meet its business needs. 

Alternatives Comparison 

33. BC Hydro does not use competitive tendering to identify technology options and 
alternatives in areas in which it already has an established technology standard. In areas 
where there is not an established standard, or there is a need to refresh its technology 
standard, competitive tendering may be used. Technology validation may also be 
undertaken where there is a need to confirm the technology selection91

. 

34. BC Hydro did not complete a Class 3 or Class 4 estimate for the PassPort Alternative. 
BC Hydro believes that developing a Class 3 or Class 4 cost estimate for the PassPort 
Alternative was not necessary, would cause delay and increase the cost of the project. 
BC Hydro notes that in order to develop a Class 4 cost estimate BC Hydro would have 
needed to develop a conceptual design report similar to the one developed for the SAP 
based solution to be used as the basis for such an estimate. The cost to develop the 
design report for the SAP-based solution was $1.2 million, and the Passport report would 
have had similar costs92

. A class 3 estimate would have cost approximately $8 million93
• 

35. BC Hydro did not perform a quantitative analysis of future impacts using the Passport 
option because it 'would be very complex and subject to many assumptions and 
estimating unce1iainties that would limit the value of undertaking the exercise94

. 

36. The CEC submits that BC Hydro's analysis of the SAP platform is equivalently flawed. 

37. BC Hydro states that it was that it is difficult to draw a specific conclusion as to which 
alternative is preferable based on project cost alone, especially as BC Hydro's cost 
estimate for Passport has a wider estimating accuracy range. They note that Gartner's 
report is generally consistent with this conclusion95

. 

90 
Exhibit B-4, CEC 1.41.1 

91 
Exhibit B-4, CEC 1.38.1 

92 
Exhibit B-6, BCUC 2.46.1 

93 
Exhibit B-6, BCUC 2.46.1 

94 Exhibit B-4, CEC 1.52.1 
95 Exhibit B-7, BCOAPO 2.26.2 
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38. BC Hydro states that its analysis to determine that SAP was the preferable alternative 
considered a variet~ of factors including costs, benefits, risks and alignment with the 
technology strategy 6

. 

39. The CEC finds that BC Hydro's inability to draw a specific conclusion based on project 
cost alone is significant, particularly given the pre-established role of SAP, the extensive 
use of judgement in the benefits analysis and the inclusion of 50% of soft benefits. 

40. ABB submitted Intervener Evidence in Exhibit C3-3, in which they rebut BC Hydro's 
gap analysis. In its evidence ABB states that BC Hydro's 13 identified gaps are not true 
Asset Suite software 'gaps' but rather are issues derived from ineffective or incomplete 
use of current software, and do not reflect accurate scoring97

. BC Hydro argues that 
ABB 's rebuttal evidence is based on its Asset Suite 9, which is not an appropriate 

. 98 opt10n . 

41. BC Hydro neither sought nor received input from ABB (i.e., the PassPort vendor) in 
regard to the ability of PassPort to meet capability gaps99

. BC Hydro relied on internal 
knowledge and expertise, external consultants and third-party research. Given that BC 
Hydro runs both SAP and PassPort cmrently, BC Hydro believes its employees have 
knowledge and experience related to operating and enhancing SAP and PassPort External 
contractors working on the Supply Chain Application project supplemented that internal 
knowledge 100

. 

42. BC Hydro did not compare SAP or PassPort's most recent technology offerings. BC 
Hydro states that for the purposes of the Supply Chain Applications Project, BC Hydro is 
seeking to close 13 specific capability gaps. These capability gaps can be closed with 
software that BC Hydro already owns and operates, without the need for a major system 
upgrade. BC Hydro does not believe it would be prudent to become an early adopter of 
new technologies 101

. 

43. BC Hydro did have some consultation with SAP regarding the nature of S/4 HANA 
solution and its potential applicability to the project102

. BC Hydro has not collaborated 
directly with the vendor (ABB) to identify potential changes and plans to improve the 
PassPort system. 

44. The CEC considers that it would have been reasonable for BC Hydro to have developed 
an understanding of potential adjustments to PassPort and Asset Suite 9 as well as SAP 
S/4 HANA solution in order to assess cunent and future capabilities. 

96 
Exhibit B-7, BCOAPO 2.26.2 

97 
Exhibit C3-3 page 2 

98 
BC Hydro Final Submission page 40 

99 
Exhibit B-4, CEC 1.41.2 

100 
Exhibit B-4, CEC 1.41.2 

101 
Exhibit B-3, BCUC 1.7.2 

102 
Exhibit B-3, BCUC 1.9.2 
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45. Overall the CEC finds the BC Hydro Alternatives Assessment to be inadequate, reliant on 
BC Hydro judgement and lacking appropriate cost comparisons and adequate cost benefit 
cost comparisons for each. 

46. The CEC submits that the Alternatives Analysis is not adequately justified to support an 
approval of the project at this time. 

4 7. The CEC recommends that the Commission deny the application at this point until BC 
Hydro has conducted more and better quantitative analysis of the business case for BC 
Hydro's proposed expenditures in the order of $65 million. 

Recommendation 

33. The CEC recommends that the Commission deny the current application and direct BC 
Hydro to improve its justification, benefit calculation, cost analyses, alternative 
assessments and benefit realization metrics for future evaluation. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED. 

(])avid Craig 

David Craig, Consultant for the Commercial Energy 
Consumers Association of British Columbia 

,,,,..,1""~,.----~-

( ____ :r.C-.. ---~ 
I -,.,,\ /'""/ .. --" 
Z/--=?,1~;;:;1~=~~."' 

L-,r'" 

Christopher P. Weafer, Counsel for the Commercial 
Energy Consumers Association of British Columbia 
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