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Dear Mesdames/Sirs: 
 

Re: British Columbia Hydro and Power Authority – Waneta 2017 Transaction 
Application – Project No. 1598933 

 
BC Hydro applies for approval of its proposed acquisition of the remaining 2/3 interest in 
the Waneta facility from Teck together with related transactions and instruments. The 
terms are substantially derived from the outcome of negotiations between Teck and Fortis 
Inc., pre-empted by BC Hydro’s exercise of its contractual Right of First Offer associated 
with the 2010 purchase of its initial 1/3 interest.  
 
Under the original Fortis-Teck agreement, in which a non-utility Fortis entity would have 
acquired the  2/3 interest, that portion of the output of the facility would have remained 
indefinitely in a non-regulated state.  
 
In contrast, the Hydro-Teck terms effectively segregate the status and use of the 2/3 stake 
into two phases.  First, for the duration of Teck’s 20 to 30-year leaseback of entitlement to 
the associated output of the facility, this portion of the output of the facility will continue to 
function as a non-utility load-serving resource, earning commercial revenues for the 
benefit of Hydro ratepayers.  After the expiry of the lease, or in the event of an earlier 
default by Teck, the subject interest in the facility merges with Hydro’s prior 1/3 interest to 
operate as a regulated hydroelectric generation asset as part of Hydro’s heritage fleet. 
 
The Commission has posed the hypothetical option of similarly phasing the status of 
Hydro’s new 2/3 interest, such that BC Hydro might hold it as a non-utility commercial 
asset of the Crown, similar to its intended status in the hands of Fortis.  This would be 
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subject to an opportunity for Hydro to apply to convert it to a utility rate-base asset1 at the 
end of the lease.   
 
This hypothetical  arrangement could not survive legal or logistical hurdles. For example, 
the Commission has jurisdiction to dismiss the Application or to approve it without 
conditions, but not to direct BC Hydro’s shareholder to create a non-utility entity to hold 
and operate the Waneta asset.   
 
Further, as MoveUP commented in the April 19 2018 Oral Argument proceedings, the post-
lease conversion of the facility’s use does not appear to fall within the ambit of a CPCN 
application under the Utilities Commission Act: 
 

Certificate of public convenience and necessity 
 
45   (1)  Except as otherwise provided, after September 11, 1980, a person must not 
begin the construction or operation of a public utility plant or system, or an 
extension of either, without first obtaining from the commission a certificate that 
public convenience and necessity require or will require the construction or 
operation. 

 
The end-of-lease point in time would not represent the beginning of construction or 
operation of the plant, nor of an extension to the plant, and would not trigger the basis for a 
CPCN application. It would not involve the authorization of incremental capital spending 
and call for an application under s. 44.2 for approval of an expenditure schedule. 
 
Furthermore, as we commented on April 19, it is difficult to envisage the logistical 
consequences of a hypothetical dismissal of such an application, after two or three decades 
of Hydro’s full ownership of the facility.   
 
BC Hydro comments further on these issues at paragraph 133 of its final argument and we 
adopt that analysis. 
 
BC Hydro’s filed materials, information responses and oral and written submissions have 
significantly fortified MoveUP’s confidence in the prudency of this transaction and we 
submit that it should be approved as applied-for. Even in the most adverse contemplated 
scenarios, the risk to ratepayers is slight, and the projected ratepayer upside under almost 
all scenarios is substantial.  (See, for example, BC Hydro Final Argument, p. 32, Revised 
Figure 7, and p. 35 copy of Table 2.83.3.) 
 
The Commission has raised the issue of intergenerational equity – whether it is equitable 
for ratepayers to bear costs and risks associated with the transaction during the term of the 
lease.  As we argued on April 19, the duration of the lease is the period of lowest risk and 

                                                        
1 Setting aside the question whether BC Hydro holds a “rate base” 
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most fully known and quantified benefit to ratepayers, who will enjoy the net proceeds of 
the lease payments for the operation of a long-established and well-known facility.  Counsel 
for CEABC made much the same point in oral argument.2 
 
The main risk factor in relation to the term of the lease is a potential default by Teck – i.e., 
the risk that this period of assured commercial revenue may terminate earlier than 
envisaged.  BC Hydro’s analysis of that general scenario, referenced above, provides a high 
level of confidence that even in that situation financial risks are modest and ratepayers are 
highly likely to benefit throughout. 
 
Regarding the economics of the post-lease period, we endorse and adopt BC Hydro’s 
argument, set out under heading F, Range of Value Approach vs LRB Gap Approach, 
explaining why its approach presenting of the value of the transaction to ratepayers is 
more useful than attempting to forecast the long term Load Resource Balance extending 
decades into the future.  This is another point where we agree with CEABC3 as well as BC 
Hydro, that long term forecasts of load and market conditions have very low degrees of 
reliability.   
 
The Range of Value approach reduces reliance on frail economic forecasts and situates the 
issue better in its real-world context, for the reasons articulated in BC Hydro’s Final 
Argument. 
 
While the Commission and participants in its processes must continue to engage in long 
term load growth projection exercises, we should not pretend that the results are 
dependable except, we can hope, in terms of the general direction and momentum of future 
trends. That is especially so at a time when the entire global energy sector is in an intense 
state of flux and transformation. 
 
On April 19, we argued that the pressing societal imperative of responding to climate 
change provides both a basis and a necessity for the Commission to expect a very 
significant trend of displacement of fossil fuels throughout the economy with non-GHG-
emitting electricity, and to permit BC Hydro to accommodate that trend.  Unless we build 
infrastructure enabling society to respond effectively to climate change, we will suffer 
enormous human cost.  Predictions of continuity can become self-fulfilling prophesies.  
Much of the global automotive manufacturing sector is staking its future on a relatively 
imminent transition to electric vehicles.  
 
There is no rational basis to presume continuity of current conditions and constrain BC 
Hydro’s ability to acquire generation assets in anticipation of increased demand for clean 
and reliable electricity.  The Commission should feel satisfied that the output of the Waneta 

                                                        
2 April 19 2018 Transcript p. 309 line 16-23 
3 For example, April 19 2018 Transcript p. 320 and p. 327 line 5-7 
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facility will be valuable to BC Hydro and its ratepayers well beyond the term of Teck’s 
leaseback. 
 
With all respect, the scenarios and projections asserted by CEABC in this proceeding have 
been highly speculative.  At times they resemble efforts to cherry-pick fragments of 
available information to justify a self-serving outcome – that the Commission should reject 
any strategy of utility-owned large-scale generation assets, and instead require BC  Hydro 
to purchase energy and (largely hypothetical) capacity or storage from members of that 
Association. 
 
CEABC appears fond of cherry-picking reported market prices, such as the results of recent 
Alberta wind-generation EPAs,4 and projecting continuity of declining Unit Energy Costs 
from renewable intermittent technologies. Setting aside the problems arising from over-
reliance on intermittent and seasonal resources, it is important to take into account a well-
established principle in private market-based acquisitions: the lowest-hanging fruit is the 
first to be harvested. Over time, the cost-effectiveness and quality of available resources 
tend to decay.  The cost trajectory of EPAs entered into by BC Hydro itself over the past 
decade has demonstrated this trend. The best and most cheaply-developed sites get 
developed first. That is an inexorable result of the operation of competitive markets. 
 
It is also important that in its analysis the Commission applies the real cost of financing that 
will be actually borne by ratepayers, and not some notional or imputed cost such as CEABC 
urges, aimed at negating the ratepayer benefit of BC Hydro’s access to the provincial 
government’s cost of borrowing. Otherwise we are in danger of squandering an 
opportunity to realize one of the most valuable benefits of the Crown utility: access to low-
cost capital. 
 
It is vital to retain our focus on the bounded extent of the proposed transaction. Unlike a 
proposal to authorize the construction of a new facility, all that is happening is the 
modification of the ownership and entitlements associated with an existing facility whose 
physical operation is already integrated into the regional and provincial electrical system.   
 
For example, the transaction itself has no material environmental consequences. Waneta is 
a renewable, low-emission electrical generation facility; its incremental environmental 
impact all occurred decades ago. 
 
The fact that it is an established, long-existing and operating facility has important 
ramifications: 
 

• as Hydro points out in its final argument, this provides considerable familiarity with 
the facility and relatively high levels of certainty about costs, risks and benefits; 

                                                        
4 April 19 2018 Transcript p. 309 line 5 - 15 
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evaluating the Application is far less reliant on  speculation, especially over costs 
and net system benefits, than in applications to approve facility construction; 

 
• because it is already an operating component of the regional and provincial system, 

subject to co-ordinated deployment under Columbia River Treaty and the Canal 
Plant Agreement, the transaction will have no material system impact during the 
term of the lease (see for instance Ex. B-9 MoveUP IR 1.2.1) and presents a relatively 
narrow set of relevant issues; and 

• unless there is a default by Teck, there is a very high level of certainty over costs and 
benefits in the coming 20 to 30 years, well beyond the horizon within which 
dependable forecasts of conditions and system requirements can be made, 
especially in the context of rapidly-evolving energy policy and market dynamics. By 
that time, if we continue to fail to rise to the challenges of climate change, humanity 
will face a grave situation indeed.  Meanwhile, BC Hydro’s analysis of the 
transaction’s ratepayer impact in the  event of lease default is highly reassuring. 

 
We submit that the proposed transactions are in the public interest and that the 
Application should be approved. 
 
 
All of which is respectfully submitted. 
 
Yours very truly, 

ALLEVATO QUAIL & ROY 

 
per Jim Quail 
Barrister & Solicitor 
 
 


