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BC OLD AGE PENSIONERS’ ORGANIZATION, ACTIVE SUPPORT AGAINST POVERTY,                                           
COUNCIL OF SENIOR CITIZENS’ ORGANIZATIONS OF BC,  

DISABILITY ALLIANCE BC, TENANT RESOURCE AND ADVISORY CENTRE,   
AND TOGETHER AGAINST POVERTY SOCIETY (“BCOAPO”) 

 
British Columbia Hydro and Power Authority Review of the Regulatory Oversight of 

Capital Expenditures and Projects ~ Project No. 1598877 
 

BCOAPO’s Final Argument  
 

August 22, 2019  
 

 

Please be advised that we provide the following final argument regarding the above-noted 

application on behalf of our client groups known in this and other regulatory processes as 

BCOAPO or BCOAPO et al. The constituent groups of BCOAPO et al. represent the interests of 

low and fixed income energy consumers within BC and more specifically in this process, the 

interests of British Columbia Hydro and Power Authority’s (“BC Hydro”) low and fixed income 

residential ratepayers. 

1.0 INTRODUCTION 

In Order G-58-16 the BCUC established a proceeding to review the regulatory oversight of BC 

Hydro’s capital expenditures and projects.  

The BCUC subsequently established a regulatory process that involved determining the scope of 

the review1; BC Hydro filing a “Strawman Proposal”2;  parties submitting written technical/clarifying 

questions to which BC Hydro responded; followed by a transcribed Workshop where further 

questions were addressed; BC Hydro submitting a Revised Proposal3;  the submission of 

evidence by other parties (i.e., CEC4); Rebuttal Evidence by BC Hydro5, and interrogatories from 

parties on BC Hydro’s Revised Proposal and Rebuttal Evidence6.  BC Hydro filed its Final 

Argument on August 1, 2019. 

Set out below are BCOAPO’s submissions regarding BC Hydro’s Revised Proposal. 

                                                
1 Order G-63-16 (Appendix B) and Order G-174-16 
2 Exhibit B-3 
3 Exhibit B-7 and Exhibit B-7-1 
4 Exhibits C3-10 and C3-11  
5 Exhibits B-15 and B-15-1 
6 Exhibit B-16 
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2.0 OVERVIEW OF BC HYDRO PROPOSAL AND BCOAPO SUBMISSIONS 

The scope of the review established by the BCUC is set out below7: 

• Item 1: The scope, timing, and process for the Commission’s review of BC Hydro’s 

capital expenditures and projects. This includes consideration of the appropriateness 

of such reviews as a component of various applications and filings BC Hydro makes 

with the Commission.   

The applications and filings identified by the BCUC included Revenue Requirement 

Applications (RRAs), Annual Reports, project-specific compliance filings, applications 

made pursuant to section 46(1) of the UCA (CPCN Applications), and applications 

made pursuant to section 44(2) of the UCA (expenditure schedule applications).  

• Item 2: The appropriateness of BC Hydro’s 2010 Capital Project Filing Guidelines for 

IT capital expenditures and projects or separate IT capital project filing guidelines.   

The 2010 Capital Project Filing Guidelines included a $20 million threshold for 

Information Technology and Telecommunications (IT&T) projects8. 

• Item 3: The appropriateness of the expenditure thresholds contained in BC Hydro’s 

2010 Capital Project Filing Guidelines. 

The 2010 Capital Project Filing Guidelines established three different expenditure 

threshold levels for capital projects, as follows9: 

o $100 million for generation and transmission (including Substation 

Distribution Asset (SDA) components) projects; 

o $50 million for distribution and building projects; and 

o $20 million for information technology and telecommunication (IT&T) 

projects. 

 Item 4: The circumstances under which it is appropriate for BC Hydro to file an 

application pursuant to section 46(1) of the UCA versus section 44(2) of the UCA. 

Based on the 2010 Capital Project Filing Guidelines BC Hydro files for a CPCN pursuant 

to subsection 46(1) of the UCA with respect to BC Hydro plant or system required to serve 

                                                
7 Order G-63-16 (Appendix B) 
8 Exhibit B-16, BCUC 2.37.2 
9 Exhibit B-3, Appendix C, page 1 
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a new service area (e.g., not part of the existing BC Hydro integrated system). There is be 

no expenditure threshold trigger for these filings.  BC Hydro also files for a CPCN pursuant 

to subsection 46(1) of the UCA for capital projects which are clearly extensions and which 

are above the expenditure thresholds set out in the Guidelines. Examples include facility 

end-of-life replacement projects (as opposed to individual component(s) that have 

reached end-of-life), and new projects designed to serve incremental energy and/or peak 

load growth.  BC Hydro files for Expenditure schedule(s) acceptance pursuant to 

subsection 44.2(1)(b) of the UCA for capital projects that are not extensions and that are 

above the expenditure thresholds10. 

BC Hydro’s Argument11 attempts to separate the various filings and proceedings associated with 

the BCUC’s oversight of BC Hydro capital expenditures into those two categories: those that take 

place prior to implementation and then those that take place after implementation.  In this context, 

Revenue Requirement Applications, Section 46(1) Applications (i.e., CPCNs) and Section 44(2) 

Applications (Expenditure Schedules) relate to the oversight of BC Hydro’s capital investments in 

advance of implementation12.  By default, compliance filings (including both the Annual Report 

and project-specific compliance filings) are related to the oversight of capital investments/projects 

after implementation.  BC Hydro has noted in its Argument13 that, in this context, implementation 

is considered to be the situation before significant dollars have been spent of a project, 

recognizing that some dollars must be spent before a capital project can be meaningfully 

considered. 

BCOAPO does not accept that there is always a bright line between the roles of the various filings 

and proceedings.  

1) As discussed further below, BCOAPO sees one of the roles/functions of the RRA being the 

confirmation that capital additions made during the prior test period (i.e., the test years 

addressed in the previous RRA) are reasonable and appropriate for inclusion in the 

determination of the revenue requirement for the current test period.  BC Hydro has confirmed 

that it agrees that this is a valid matter for the BCUC to be considered when reviewing a 

Revenue Requirements Application.14  

                                                
10 Exhibit b-3, Appendix C, page 3 
11 BC Hydro’s Argument, pages 21 and 26-27  
12 BC Hydro’s Argument, pages 26-27 
13 Argument, page 26, Footnote 48 and Exhibit B-4, BCOAPO 1.19.1 
14 Exhibit B-4, BCOAPO 1.8.1 
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2) Also, BCOAPO agrees that the need for projects that have already received 

approval/acceptance under Sections 46(1) and 44(2) does not need to be reviewed if the 

scope and cost of the projects has not materially changed.  However, if this is not the case, 

then BCUC may need to re-consider, as part of the RRA proceeding, whether the project and 

the associated spending are still reasonable for inclusion in rates.  In BCOAPO’s view, 

sufficient information must be filed as part of the Application for parties (including the BCUC) 

to confirm whether or not the scope and/or costs of such projects has materially changed.  

Again, BC Hydro has indicated that it agrees with this view15. 

3) Finally, BCOAPO sees the role of the Annual Report as not only being one of reporting on the 

implementation progress and results of the projects that have been identified in previous filings 

but it is also an appropriate vehicle by which BC Hydro can advise the BCUC of new projects 

that have arisen since the last RRA.  In BCOAPO’s submission, this is particularly important 

in the case of extension projects that do not meet the financial materiality thresholds such that 

they will (automatically) be the subject of a future CPCN application under section 46(1).  In 

such situations, there is a need for the BCUC to be made aware of any public interest issues 

related to the project that could potentially motivate the Commission to direct that a CPCN be 

filed.  BCOAPO’s concern is that if such issues are not identified until the next RRA filing then 

significant funds may already have been expended on the project. 

One need only look to the example of Site C to see how some parties came to believe that the 

timing of an inquiry can have a major impact on the outcome of a regulatory process and a 

decision to proceed. Whether one agrees that the decision on Site C would have been different 

had the inquiry into the need for the project taken place earlier, the fact remains that there are 

projects like Keeyask and Muskrat Falls that would not, if having been subject to a fulsome 

regulatory review prior to implementation, have proceeded or at least proceeded in the manner 

undertaken. Site C too stands as an example of how not to proceed, with a much needed 

regulatory review only having been approved long after the utility’s horses were driven out of its 

stable to the tune of billions of dollars. Ratepayers, and particularly those on the financial fringe, 

need certainty that the timing of projects in relation to RRA filings will not negatively impact the 

Commission’s ability to receive the information necessary for it to engage in the regulatory 

oversight upon which they rely. 

                                                
15 Exhibit B-4, BCOAPO 1.9.1 and Exhibit B-7, page 18 (lines 14-16) 
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Also, BC Hydro’s Argument16 appears to equate the review of capital projects after 

implementation with prudence reviews and, more specifically, the process by which the BCUC 

should determine whether costs have been imprudently incurred.  In BCOAPO’s view there is a 

need for the BCUC to determine, putting aside for the moment the issue of whether these projects 

should be reviewed in the first instance as part of an RRA, whether the costs related to in-service 

additions that have occurred during the previous test period (i.e., since the last RRA) are 

reasonable and should be recovered from customers.  Such a review does not (necessarily) 

involve a formal prudence review and can start with confirming that the cost of the in-service 

additions are not materially different from those forecast (and accepted) in the last RRA or that 

there are reasonable explanations for any material differences.  BCOAPO submits that again, at 

the very least, sufficient information needs to be provided as part of BC Hydro’s RRA filing to 

allow this review to occur and to focus any further discovery.  This issue is addressed further in 

section 2.1.1 below. 

2.1 Regulatory Proceedings/Filings (Item #1) 

With respect to Item #1, BC Hydro’s proposed 2018 Capital Filing Guidelines (“Proposed 

Guidelines”) set out the types of projects that would be reviewed as part of Revenue Requirement 

Applications, Section 46(1) Applications and Section 44(2) Applications and defines the scope of 

each17.  The Proposed Guidelines also address the information that BC Hydro will provide in its 

Annual Report and project-specific compliance reports18. 

2.1.1 Revenue Requirement Applications 

BC Hydro sees its RRA’s as the avenue for the BCUC to review and test those projects that are 

not the subject of a Major Project application because they do not meet the Major Project filing 

threshold, or the BCUC has not directed the Utility to submit a CPCN application for19.  The 

Proposed Guidelines characterizes these projects as falling into one of three categories20: 

1) Projects with a CPCN, accepted expenditure schedule, or an exemption and that have capital 

expenditures or additions in the test period: for these projects the scope of review in a revenue 

requirements proceeding may include consideration of the execution of projects.   However, 

                                                
16 Pages 34-37 
17 Exhibit B-7, Appendix B, pages 1-4 
18 Exhibit B-7, Appendix B, pages 4-5 
19 BC Hydro Argument, page 29 
20 Exhibit B-7, Appendix B, pages 1-2 
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the Proposed Guidelines also indicate that detailed consideration of BC Hydro’s project 

execution is best reviewed at project completion when total cost and outcomes are known. 

2) Projects subject to a future CPCN or section 44.2 application that have capital expenditures 

or additions in the test period: for these projects, the scope of review in a revenue 

requirements proceeding may include examination of project need and alternatives to the 

extent reasonably required to test the forecast capital expenditures or additions in the test 

period.  However, a detailed assessment of need and alternatives should be left to the pending 

CPCN or section 44.2 application for these projects. 

3) Projects that do not meet the requirements for a CPCN application or have not and will not be 

the subject of a section 44.2 application: this would include both projects that are already 

underway without prior Commission approval21 or exemption and future projects that do not 

meet the requirements for an CPCN application and will not be the subject of a section 44.2 

application22.   For these projects, the scope of review in a revenue requirements proceeding 

may include an examination of project need and alternatives and the reasonableness of the 

forecast assuming the project proceeds.  However, any consideration of project execution will 

normally await project completion. 

Having said this, both the discussion document supporting the Proposed 2018 Capital Review 

Guidelines23 and BC Hydro’s Argument24 assert that, in considering a Revenue Requirements 

Application, the Commission should focus its review on capital additions.  BCOAPO does not 

embrace that limitation: in our clients’ views, this fetters the Commission ability to oversee capital 

spending to an unacceptable degree and it prevents both the Commission and Interveners from 

having the information and scope necessary to take fully informed positions and make fully 

informed decisions. 

The Proposed 2018 Capital Filing Guidelines set out the following as information that BC Hydro 

will provide as part of a Revenue Requirements Application for all individual projects above a 

specified materiality limit25: 

(a) the project’s unique planning identification number; 

(b) the project’s driver; 

                                                
21 Exhibit B-7, page 27 
22 Exhibit B-7, page 30-31 
23 Exhibit B-7, page 31 
24 BC Hydro Argument, page 30 
25 Exhibit B-7, Appendix B, pages 2-3 and Exhibit B-16, BCOAPO 2.43.2 
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(c) the project’s lifecycle stage or phase; 

(d) key project milestone dates; 

(e) project forecast capital expenditure and additions; 

(f) an indication of whether a project will be subject to a CPCN or expenditure 

schedule application; 

(g) an indication whether a project is an extension; 

(h) if applicable, an indication of which strategies, plans, or studies a project is 

linked to; 

(i) descriptions of the strategies, plans, or studies identified in (h) above; 

(j) If applicable, an indication of which projects are part of Programs of Projects; 

(k) description, objectives, scope, schedule, risk and mitigation strategies, and, if available, 

cost estimate for the programs identified in (j) above. 

In the supporting discussion materials BC Hydro indicated that the information provided will 

generally be at the same level as provided in the F2017-2019 RRA26.  In that RRA filing BC Hydro 

provided: 

 A high level 10-year capital forecast (Appendix G).  Similarly, a high-level capital plan for the 

F2020-F2024 period was included in the F2020-F2021 RRA filing (Appendix H). 

 A listing of projects with capital additions in the test period of more than $5 M, including key 

milestones and capital additions by year (Appendix I).  It is noted that in the F2020-2021 RRA 

filing this appendix includes both the capital additions and capital expenditures for each 

project.  Also, in the latest RRA filing this appendix indicated whether the project had 

been/would be the subject of a separate Section 44.2 or CPCN filing and whether it was linked 

to with a particular Strategy, Plan or Study or to a Program of Programs. 

 For projects with capital expenditures of more than $20 M more details were provided 

regarding the project regarding the issues being addressed and the alternatives considered 

(Appendix J).  It is noted that in the F2020-2021 RRA filing this appendix also included a 

discussion of implementation risks and treatment. 

 A discussion, by major capital expenditure category, of the capital expenditures and additions 

in the previous RRA period (F2015-F2016) and variances from the F2015-F2016 Plan 

                                                
26 Exhibit B-7, pages 26-30 
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(Appendix K).  Similar material was included in the F2020-2021 RRA filing (Appendix G) 

regarding the F2017-F2018 period. 

In its Argument BC Hydro has indicated a willingness to also include in future RRA filings a 

qualitative discussion of potential public interest issues for each capital project in Appendix J of a 

revenue requirements application27.  BCOAPO believes that, barring the more robust and time-

sensitive approach suggested by CEC, this addition would be useful and would improve 

regulatory efficiency and effectiveness in two ways: 

1) BC Hydro indicates that public interest matters can be explored during the interrogatory 

process28 and that the IR process is the appropriate mechanism for obtain additional 

information on specific issues/investments29.  However, in BCOAPO’s view, including such 

information in the RRA filing will help focus discovery any additional discovery that may be 

required during the IR process. 

2) BC Hydro also acknowledges that the BCUC has the discretion to direct utilities to file a CPCN 

for any extension project, such as those it deems have a significant public interest 

component30.   Inclusion of this information would help identify whether there are additional 

extension projects (apart from those meeting the Major Projects threshold) for which the 

BCUC would find a CPCN application is required.  However, in the case of extension projects 

BCOAPO submits that the threshold for inclusion of information regarding potential public 

interest issues should not be $20 M (as used for Appendix J) but rather $5 M (as used for 

Appendix I).  The BCUC can then determine whether, given the cost of the project and the 

potential public interest issues involved, it should direct the utility make a CPCN filing. 

In its Argument31, BC Hydro has also indicated a willingness to reduce the thresholds used for 

Appendix J’s IT projects to $10 M as opposed to $20 M.  BCOAPO supports this change and 

notes that a lower IT threshold for purposes of Appendix J is consistent with the lower IT threshold 

for purposes of defining Major Projects. 

Finally, in its Argument32, BC Hydro noted that in future revenue requirement applications it was 

amenable to including information on the category of capital investments (mandatory investment, 

committed investment and investment to be prioritized) for individual projects listed in Appendix 

                                                
27 Exhibit B-16, BCUC 2.19.4 
28 Argument, page 42 
29 Argument, page 47 
30 Argument, page 42 
31 Page 59 
32 Page 46 
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I.  This information would also be useful and improve regulatory efficiency and effectiveness.  

Understanding the nature of the investments and how they fit in BC Hydro’s enterprise-wide 

framework for project prioritization would help focus any subsequent discovery. 

BCOAPO has a number of issues with BC Hydro’s proposal with respect to the review of capital 

projects in revenue requirement applications.  First, BCOAPO agrees that capital additions are of 

particular importance as they directly affect the revenue requirement for the test period.  However, 

it is important to also consider capital expenditures for projects that do not have capital additions 

in the test period.  In its F2020-F2021 RRA filing BC Hydro noted33 that its enterprise-wide 

framework for project prioritization classifies capital investments into one of three categories:  i) 

mandatory investments driven by legal and regulatory requirements; ii) committed investments 

not to be postponed including projects that were prioritized in previous RRAs and are not 

economically infeasible to cancel and iii) investments to be prioritized (i.e., projects that can be 

reprioritized without significant costs).  Projects with material capital spending in the test period 

(relative to their total cost) but no capital additions still do need to be subject to scrutiny as part of 

the “current” RRA application’s review since by the time the next RRA cycles occurs the projects 

may well fall into the “committed investment” category. 

Second, as noted previously, BC Hydro’s Proposed Guidelines make no reference to the need 

for the RRA to review the actual in-service additions that occurred during the previous RRA’s test 

year period to determine whether they are reasonable for inclusion in the current test year period’s 

rates.  From a ratepayer standpoint, high-level variance explanations such as those provided in 

the F2017-F2019 RRA (Appendix K) or in the F2020-20221 RRA (Appendix G) do not provide 

sufficient detail for individual large projects.  BCOAPO submits that the RRA filing should include 

a variance report showing the difference between actual and planned capital additions for the 

previous test period for all projects with an authorized cost of $20 M except IT projects where the 

threshold should be $10 M.  BCOPAO notes that these thresholds align with the thresholds BC 

Hydro is willing to adopt for purposes of the more detailed capital project reporting in Appendix J 

of RRA filings34.  The purpose of this information is presumably to confirm the reasonableness of 

including these capital additions in the rates for the test period so if concerns are identified 

regarding the appropriateness of the costs then the BCUC would need to determine whether 

some form of prudence review was necessary and what form it would take. 

                                                
33 Pages 6-29 – 6-30 
34 BC Hydro Argument, page 59 
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Third, while BC Hydro is amenable to including information on the category of capital investments 

(mandatory investment, committed investment and investment to be prioritized) for individual 

projects listed in Appendix I, it has expressed some reluctance to provide the specific results of 

the prioritization process in terms of the risk and value scores.  The concern appears to be that 

the enterprise-wide framework for project prioritization, including the risk scores assessed under 

the framework, is not intended to be used as a standalone tool for capital investment decision 

making35.  BCOAPO accepts that the framework is not a standalone tool and our clients feel it is 

reasonable to expect the majority of players in regulatory processes to be sophisticated enough 

to appreciate this as well.  However, these scores do provide insight into how BC Hydro views 

the priority of various projects using a common basis for evaluation for all projects.  Provision of 

this information as part of the initial RRA filing would allow parties to focus their inquiries during 

the discovery stage of the RRA proceeding. 

Finally, BC Hydro has confirmed that the consideration of project execution, as part of the RRA 

process, includes the question of whether a project should continue if circumstances have 

changed materially since its approval (i.e., via a section 44.2 or 46.1 filing or in a previous RRA) 

and that no rewording of the Proposed Guidelines is required36.  However, in BCOAPO’s view, 

the wording in paragraph 3 (and paragraph 5) is ambiguous on this issue as it also states: 

“Detailed consideration of BC Hydro’s project execution is best reviewed at project completion 

when total cost and outcomes are known”.  We would be remiss if we failed to note that our clients 

as ratepayers see that further clarification on this point in the Proposed Guidelines is required. 

 

2.1.2 Section 46(1) Applications (CPCNs) 

Should the Proposed Guidelines stand as filed, BC Hydro will file an application for a CPCN 

pursuant to subsection 46(1) of the UCA for capital projects that are an extension and have an 

authorized cost in excess of it proposed Major Projects thresholds37.  These thresholds are 

addressed under Item (3).  Under the Proposed Guidelines BC Hydro will also file for a CPCN 

pursuant to subsection 46(1) of the UCA with respect to public utility plant or system required to 

serve a new service area and that is not an extension of BC Hydro’s existing system.  There will 

be no expenditure threshold trigger for these latter filings38. 

                                                
35 Exhibit B-16, BCOAPO 2.24.2 
36 Exhibit B-16, BCOAPO 2.41.1 
37 Exhibit B-7, Appendix B, page 4 
38 Exhibit B-7, Appendix B, page 5 
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For purposes of the Proposed Guidelines an “extension” is a project initiated with the intent to 

expand the service area or capacity of a utility plant or system39.  Examples provided in the 

Proposed Guidelines include:  facility end-of-life replacement projects (as opposed to individual 

component(s) that have reached end-of-life); new projects designed to serve incremental energy 

and/or peak load growth; and refurbishment projects that are not undertaken to serve incremental 

load growth, but through efficiencies result in additional MWs and/or GWhs/year on a planning 

basis40. 

We submit that, for completeness, the Proposed Guidelines should explicitly acknowledge the 

BCUC has the discretion to direct that a CPCN is required for any extension project.  The need 

for additional information to support such determinations is discussed in sections 2.1.1 and 2.1.4 

of this submission. 

 

2.1.3 Section 44(2) Applications (Expenditure Schedule Filings) 

BC Hydro commits to filing a section 44.2 applications for projects that are not extensions and 

that are above its proposed Major Project thresholds41. 

BCOAPO has no specific submissions regarding BC Hydro’s proposals with respect to section 

44.2 applications. 

 

2.1.4 Annual Reports 

The Proposed Guidelines indicate that the Annual Report will include42: 

 A comparison between planned and actual capital expenditures at the end of the reporting 

period.  In addition, annual capital expenditures and additions plan to actual cost variance 

explanations by main asset category will also be provided. 

 A listing of all projects which are considered extensions pursuant to section 45(6) of the UCA. 

The supporting discussion43 notes that historically BC Hydro’s Annual Reports have included:  

a) a summary of capital expenditures by capital category; 

                                                
39 Exhibit B-7, Appendix B, page 4 
40 Exhibit B-7, Appendix B, pages 4-5 
41 Exhibit B-7, Appendix B, page 4 
42 Exhibit B-7, Appendix B, pages 4-5 
43 Exhibit B-7, pages 56-57 



 

12 

b) a listing of the planned expenditures in the current fiscal year44 for projects over the 

materiality limit ($2 million for Information Technology projects, $5 million for all other 

capital projects), and Demand Side Management; 

c) an indication of which projects are considered extensions, pursuant to section 45(6) of the 

UCA for all projects over the materiality limit; and 

d) a listing of projects over the Major Project threshold and the anticipated type of regulatory 

filings. 

The discussion also indicates that more recent Annual Reports have included a comparison 

between planned and actual capital expenditures at the end of the reporting period and that 

‘annual capital expenditures and additions plan to actual cost variance explanations by business 

unit’ are also provided.   

In response to BCOAPO 2.32.2, BC Hydro noted that, starting in fiscal 2017 and based on 

discussion with Commission staff, the Utility no longer provides a summary of planned fiscal year 

capital expenditure information (i.e., item (b) in the preceding list).  The rationale for this is that 

the content was based on the same information as provided in the most recent Appendix I filed in 

conjunction with revenue requirement applications.  However, we note that this will not always 

necessarily be the case.  There is the potential – as acknowledged by BC Hydro – for capital 

projects to arise that were not identified in the previous RRA filing45.  In those circumstances, 

BCOAPO submits that, at the very least, it would be appropriate for the Annual Report to identify 

new extension projects for which there are anticipated to be capital expenditures in the current 

fiscal year using the $5 M materiality threshold previously employed.  This information should be 

accompanied by a qualitative discussion of the potential public interest issues for each new 

extension project.  Our clients submit that such information is necessary in order to permit the 

BCUC to determine, prior to significant funds being expended, whether there are additional 

extension projects (apart from those meeting the Major Projects threshold) for which it should 

direct a CPCN application be filed. 

2.1.5 Project-Specific Compliance Reports 

The Proposed Guidelines indicate46 that BC Hydro will continue to make project-specific 

compliance filings with the Commission in the manner and form of previous project-specific 

compliance reports or in a manner or form directed by the Commission.  They also indicate that 

                                                
44 Per Exhibit B-16, BCOAPO 2.32.2 the reference to the “current fiscal year” means the following fiscal 
year subsequent to the period of the Annual Report to the BCUC. 
45 Exhibit B-16, BCOPAO 2.32.3 
46 Exhibit B-7, Appendix B, page 5 
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BC Hydro will continue to file semi-annual project progress reports for most capital projects 

meeting the criteria for CPCN or section 44.2 applications and that BC Hydro will advise the 

Commission if it believes annual project progress reports are appropriate for a particular project. 

BCOAPO has no specific submissions regarding this section of the Proposed Guidelines. 

2.2 Guidelines for IT Capital Expenditures and Projects (Item #2) 

The Proposed Guidelines takes the position that a separate Major Projects threshold of $20 M for 

Information Technology projects47 is appropriate, the same as used in the 2010 Guidelines.  

Otherwise, there are no separate IT capital project filing guidelines. 

Both the supporting discussion48 and BC Hydro’s Argument49 note that the Proposed Guidelines 

would allow BC Hydro to file section 44.2 applications in two phases if appropriate (as was done 

for the Supply Chain Applications Project).  The Argument also notes that the materiality 

thresholds used in the RRAs are lower for IT projects than for other capital projects. 

Finally, BC Hydro notes that no IT project would meet its proposed definition of “extensions” and 

therefore require a CPCN50. 

BCOAPO has no specific submissions with respect to Item #2 

2.5  Appropriateness of Expenditure Thresholds in 2010 Guidelines (Item #3) 

The Proposed Guidelines set out the following expenditure thresholds (based on the authorized 

cost estimate) for defining a Major Project51: 

a) $100 million threshold for Power System projects; 

b) $50 million threshold for Buildings projects; and 

c) $20 million threshold for Information Technology projects 

The major difference between the Proposed Guidelines and the 2010 Guidelines is that in the 

2010 Guidelines Distribution Projects had a threshold of $50 M which is being increased to $100 

M52. 

BCOAPO notes that the change in the materiality threshold for Distribution Projects does not 

change the number of section 44(2) and 46(1) applications expected over the next decade53.  

                                                
47 Exhibit B-7, Appendix B, page 3 
48 Exhibit B-7, page 44 
49 Page 22 
50 Exhibit B-4, BCOAPO 1.20.3 
51 Exhibit B-7, Appendix B, page3 
52 Exhibit B-7, pages 38-39 
53 Exhibit B-7, pages 39-40 
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Based on this information and BC Hydro’s claim that aligning the thresholds for transmission and 

distribution will make them easier to apply, BCOAPO has no issues with BC Hydro’s proposed 

changes. 

2.3 Application pursuant to section 46(1) versus section 44(2) of the UCA (Item #4) 

BC Hydro has committed54 to filing an application under section 44(2) for all Major Projects that 

are not extensions (i.e., would not be considered a Major Project for purpose of filing a CPCN 

application under section 46(1)). 

The Proposed Guidelines also confirm55 that BC Hydro will file for a CPCN pursuant to subsection 

46(1) of the UCA with respect to public utility plant or system required to serve a new service area 

and that is not an extension of BC Hydro’s existing system. 

BCOAPO has not specific submissions with respect to Item #4. 

2.4 Other Matters 

The discussion regarding the Proposed Guidelines also deals with two related matters.  The first 

is the distinction between capital projects and capital programs.  The second is how the 

Company’s strategies, plans and studies related to capital expenditure projects. 

2.4.1 Programs vs. Projects 

In the supporting discussion BC Hydro explains56 that it uses two main types of “programs” to 

efficiently implement work:  Programs of Projects and Recurring Capital Programs. 

Program of Projects 

A Program of Projects is a group of related projects with common business drivers and or 

technical characteristics managed in a coordinated way to deliver a common business 

requirement or achieve delivery efficiencies by sharing teams, resources, and information 

technology environments. The projects are managed together to reduce risk and achieve 

efficiencies and other delivery benefits not available if managed individually. 

Funding and approval of Programs of Projects is typically carried out in one of three ways57: 

                                                
54 Exhibit B-7, Appendix B, page 4 
55 Exhibit B-7, Appendix B, page 4 
56 Exhibit B-7, page 46 
57 Exhibit B-7, page 47 
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1) Each individual project’s need, alternatives, cost, and project execution strategy is assessed 

independent of other projects in the Program to determine if each project will be initiated and 

implemented (i.e. to ensure each project has a separate and valid business case).  

2) The need for the projects within the Program is assessed together in the Identification Phase.  

However, each individual project’s alternatives and forecast cost are evaluated independent 

of other projects in the Program, and released with separate business cases into the 

Feasibility Stage or Definition Phase. 

3) The Program is evaluated and funding is approved with a single business case for all stages 

of the Program’s lifecycle. This approach is usually used for low risk, repeatable projects. 

In the Proposed Guidelines BC Hydro has committed58 to including in its RRA filings an indication 

of which capital expenditure projects above the materiality threshold59 are part of Program of 

Projects. 

BCOAPO generally accepts BC Hydro’s proposal60 that as projects within a program are initiated, 

they should be reviewed as individual projects in a revenue requirements application and, if the 

project exceeds the Major Projects threshold, in a Major Project filing.  The only exception is the 

third category of programs listed above where the program is evaluated and funding is approved 

with a single business case for all stages of the program’s lifecycle.  In this case since there is a 

single business case for all projects within the program review BCOAPO submits that review and 

approval should take place at the program level.   

BCOAPO’s only other submission related to this topic is that when identifying whether a capital 

project is part of Programs of Projects BC Hydro should specifically note those instances where 

the project concerned is the first project the BCUC will be reviewing as part of a Program of 

Projects.  BCOAPO’s rationale is that it is at this early stage life of a Program that its implications 

and potential impacts on specific projects is best considered. 

Recurring Capital Programs 

There are two sub-types of recurring capital programs – work programs and acquisitions61: 

                                                
58 Exhibit B-7, Appendix B, page 3 
59 Based on the response to BCOAPO 2.43.2, BCOAPO understands this materiality threshold to be $5 M 
for all projects except IT where the threshold is $2 M. 
60 Exhibit B-7, page 48 
61 Exhibit B-7, pages 46-47 
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1) Work Programs consist of repeatable work units that are grouped to deliver an aggregate 

benefit, and are annual recurring expenditures. These programs are usually planned and 

approved as a unit.  An example would be wood pole replacement. 

2) Acquisitions are related to one-time and recurring annual Information Technology purchases. 

Examples of this include purchases of data network equipment, data centre equipment, user 

access tokens, business software licenses, enterprise application licenses, personal 

computers, and mobile phones. 

The Proposed Guidelines indicate that Recurring Capital programs are best reviewed in a revenue 

requirements application62. 

BCOAPO has no specific submissions with respect to review of Recurring Capital programs. 

2.4.2 Strategies, Plans and Studies 

In the supporting discussion63 BC Hydro proposes to include in revenue requirements 

applications: 

 As part of the list of capital expenditures and additions over the materiality limit an indication 

of the particular strategy plan or study the project is linked to, and  

 In a new Appendix, summary descriptions of the issues and solutions addressed in any of the 

identified strategies, plans, and studies. 

BC Hydro has also indicated that it will continue to provide any applicable final and approved 

strategies, plans, and studies in CPCN or expenditure schedule applications, including the most 

recent Information Technology Five-Year Strategic Plan. 

In BC Hydro’s view this will allow for an efficient review of projects linked to strategies, plans and 

studies64.  However, BC Hydro’s position is that filing strategies, plans or studies for approval 

would not be feasible or consistent with the UCA65.  

It is BCOAPO’s view that any review of strategies, plans or studies is best done within the context 

of the review of a specific capital project. The implications of a strategy/plan/study are best 

understood by assessing how they have impacted the decision making regarding specific capital 

projects.  To facilitate and focus such considerations BC Hydro should specifically note in the 

RRA filing those instances where the project concerned is the first project the BCUC will be 

reviewing in the context of a particular strategy/plan/study.  This could be done in Appendix I. 

                                                
62 Exhibit B-7, Appendix B, page 3 
63 Exhibit B-7, page 54 
64 Exhibit B-7, page 55 
65 Argument, page 54 
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Conclusion 

 

BCOAPO, like CEC, is concerned by the narrow scope of the information BC Hydro is proposing 

in this application to provide to the Commission although we are heartened by the Utility’s good 

faith efforts to respond to customer concerns.  They simply do not, in our view, go far enough.  

Most of this submission has been made with the view of simply responding to BC Hydro’s very 

conservative submissions with a “fall back” or “worst case scenario” response but we, like CEC, 

feel that there remains a great deal of work that could be done to build on what both BC Hydro 

and CEC have filed to find a workable solution that is not only reasonable and practicable for the 

utility and the Commission, but that provides an adequate level of oversight to ensure no 

responsible opportunities for financial savings are left on the table: the ability to find those when 

necessary has certainly been demonstrated in recent years.  We trust that we have, in our 

submissions, made it clear that we do not consider BC Hydro’s position to be an acceptable final 

result, however well-intentioned it might be, but instead a positive first step or initial framework 

that requires further refinement and improvement, including those suggested by our fellow 

ratepayer group, the CEC.  Although it might look that the approaches proposed by BC Hydro 

and the CEC are incompatible, there remains significant potential for collaboration among the 

Utility, Interveners and the Commission to develop a satisfactory framework for capital oversight, 

taking points from each proposed model.   

 

All of which is respectfully submitted. 

 
Sincerely,  
BC PUBLIC INTEREST ADVOCACY CENTRE  
 
 
Original on file signed by 
 
Leigha Worth        
Executive Director | General Counsel    
 
 
 
Original on file signed by 
 
Irina Mis 
Staff Lawyer 
 


