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BC HYDRO CAPITAL EXPENDITURE GUIDELINES REVIEW 

Final Argument of CEABC 
 

I. EXECUTIVE SUMMARY 
CEABC is concerned that BC Hydro’s capital expenditure decision making 
process contains several serious shortcomings that cause BC Hydro to miss 
important opportunities, and which will inevitably lead to excessive rate increases 
for BC Hydro’s ratepayers. 

The principle points that CEABC will make in this submission are: 

A. BC Hydro’s capital expenditures are the most significant driver 
of its rate increases. 

Over the past decade, BC Hydro’s growth of capital has been the LEADING 
CAUSE of its rate increases.  More than 50% of all the rate increases since F2008 
have been directly or indirectly attributable to the growth of BC Hydro’s capital in 
service.  And the capital in service is a direct result of the capital expenditures, 
with only a few years of delay. 

B. The existing system of BCUC oversight has not been as effective 
as it could be at controlling capital-driven rate increases. 

The BCUC is charged with protecting the interests of electricity consumers, in the 
absence of the discipline and pressure that might otherwise be exerted if there 
were a number of alternative suppliers who would compete with BC Hydro.  
However, using the present processes, it appears to have to have been unable to 
exercise enough oversight to prevent the significant rate increases that are 
resulting from an unbalanced program of capital spending. 

Although there are opportunities for the Commission to exercise some oversight of 
capital expenditures, these have so far proved to be inadequate to mitigate the 
substantial rate increases being caused by these capital expenditures.  The only 
reasonable time to exercise effective oversight of capital spending is before the 
spending decisions are made – at the time when the need and the alternatives are 
being assessed. 

C. The present system of capital expenditure decision making 
contains several intrinsic shortcomings. 

These shortcomings are not solely due to inadequacies in the Capital Filing 
Guidelines, but are also due to other systemic weaknesses in the capital decision 
making process that are not dealt with by the current BCUC oversight. 
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CEABC has identified seven distinct shortcomings, which it describes in detail in 
this section. 

 

D. These shortcomings are causing BC Hydro to miss opportunities 
that could reduce or eliminate rate increases. 

The consequences of these shortcomings are causing BC Hydro’s ratepayers to 
miss some excellent opportunities to significantly mitigate rate increases, and 
simultaneously causing British Columbia to miss its biggest opportunity to 
achieve its Climate Action goals. 

E. CEABC offers some remedies that can be achieved by minor 
modifications to the Filing Guidelines, and also urges some more 
general modifications to the overall oversight of strategic 
planning. 

CEABC suggests that certain amendments to the proposed Filing Guidelines may 
help to enhance the BCUC’s oversight of BC Hydro’s capital expenditures. 

Some of the shortcomings noted by CEABC, in Section C of this Argument, are 
related to inadequacies of the overall strategic planning system, not merely the 
Filing Guidelines.  If we review the shortcomings of BC Hydro’s capital 
expenditure record, as identified by CEABC, many of them cannot be remedied by 
simple changes to the Filing Guidelines. 

CEABC recommends the initiation of a collaborative, workshop-based interaction, 
involving BC Hydro, the Commission, and interveners, as the first step on the 
road to an evolution of the strategic planning and capital decision making process 
at BC Hydro. 
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II. PROBLEMS WITH THE CURRENT SYSTEM OF OVERSIGHT. 
The BCUC is mandated to protect both the public and ratepayer interests.  
Since BC Hydro’s capital expenditures are the greatest driver of its rate 
increases, proper oversight of those capital expenditures must be an 
essential component of the BCUC’s mandate. 

A. BC Hydro’s capital expenditures are the most significant driver 
of its rate increases. 

Over the past decade, capital-driven rate increases have been the leading cause of 
BC Hydro’s increases in total Revenue Requirement.  In fact, capital-driven 
increases have exceeded all other causes combined. 

Included within BC Hydro’s Revenue Requirement, there are three different 
categories of costs which are based on the amount of capital invested.  We refer to 
these as the Capital-Based Charges, and they include: 

• The amortization or depreciation of the capital assets; 

• The finance charges on the debt incurred to purchase the assets; and 

• The return on the equity portion of the capital assets (i.e. BCH Net Income). 

The following table illustrates the impact of these Capital-Based Charges on BC 
Hydro’s overall Revenue Requirement in the decade from F2008 to F2018:1 

 
The table highlights that Total Capital-Based Charges have increased by 97% in 
the last 10 years, and they have accounted for 55% of the Total Revenue 
Requirement increase over that period.  These Capital-Based Charges are, in fact, 
the largest driver of BC Hydro’s rate increases.  Hence the Commission has 
very good reason to place a high priority on exercising its oversight of the 
capital expenditures that are causing such substantial rate increases. 
                                       
1Figures extracted from Schedule A of BC Hydro’s F2017-19 RRA and F2020-21 RRA. 

($MM) F08 F18
10-Year
Increase

Rate of
Increase

% of
Total RR
Increase

Amortization (GROSS) 363.4 807.6
Finance Charges (GROSS) 434.5 805.9
Return on Equity (GROSS) 369.0 684.0

Total Capital-Based Charges (GROSS) 1,166.9 2,297.6 1,130.7 97% 55%

Total RR after rate Smoothing (incl Rate Rider) 2,841.2 4,882.2 2,041.1 72% 100%

10-Year change in Capital-Based Charges
 vs. Total Revenue Requirement
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B. The existing system of BCUC oversight has not been as effective 
as it could be at controlling capital-driven rate increases. 

There are a number of times within the capital investment cycle when the 
Commission could exercise its oversight.  But when and how should it do this? 

Large capital projects (>$100 million for Power System projects) certainly will be 
examined when they are submitted in a CPCN application, but these are few and 
far between.  These examinations amount to only about 10% of the more than 
$20 billion that BC Hydro has spent over the past decade, and all of that $20 
billion is contributing to the rate increases we have experienced. 

Potential expenditures are certainly looked at in each Revenue Requirement 
Application process, but many of the listed projects are still in the “identification” 
phase, with very little quantitative information available about them.  A 
consequence of scrutinizing these potential projects at such an early stage is that 
they aren’t really affecting the rates during the test period, so it’s entirely 
prematureto review them in detail during the RRA process.   

BC Hydro argues that the Commission should confine its attention solely to 
capital additions, because it is only these asset additions that will actually cause 
ratepayer charges in the year the assets are placed into service. 

To quotefrom BC Hydro’s Final Argument: 

“Therefore, it is efficient and consistent with the BCUC’s rate setting role to focus 
on the review on capital additions in revenue requirements proceedings.”2 

However, the problem with exercising any oversight only at the point of capital 
additions is that the important decisions have long-since been made, the need 
has long before been examined and the alternatives all rejected; the money has all 
been spent; the asset has been built; and there is virtually nothing that can be 
done to change the situation at this stage.  It only remains for the regulator to 
‘rubber stamp’ all of the utility’s prior decision making. 

BC Hydro argues that the Commission does retain the right to reject any charges 
for investments that it concludes were not spent prudently.  In its response to 
CEABC IR 1.14, BC Hydro stated this as follows:3 

                                       
2BC Hydro Final Argument, page 31 
3Exhibit B-4, response to CEABC IR 1.14 
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However, in our experience, such a prudency review is virtually never 
contemplated, and would be extremely difficult to undertake at that late date.  If 
it were contemplated, BC Hydro would then maintain that there had been plenty 
of opportunities to review and reject the project long before it was built and put 
into service. 

Nonetheless, once the money is spent someone has to pay for it.  Even if the 
Commission spares the ratepayer from paying, then the taxpayer will ultimately 
pay.  The best outcome is to avoid imprudent expenditures in the first place. 

In CEABC’s view, reviewing an asset’s prudency after that asset is already put 
into service is a completely unacceptable alternative.  The only reasonable time 
to exercise oversight would be prior to the actual capital spending decision 
ever being made. 

 

C. The present system of capital expenditure decision making 
contains several intrinsic shortcomings. 

CEABC has identified a number of intrinsic shortcomings in the decision making 
system surrounding capital expenditures.  Some of these shortcomings may be 
remedied by making changes in the Capital Filing Guidelines, but others may 
require a more serious look into the overall system of capital expenditure decision 
making. 

1. There is insufficient emphasis on the right kind of revenue generation in 
BC Hydro’s evaluation of its potential capital expenditures. 

CEABC has frequently asked for BC Hydro to include estimates of revenue 
generation in its evaluations of new capital expenditures.  This request 
usually elicits a blank response.  The reason is because BC Hydro is never 
concerned about revenue generation.  BC Hydro relies on the fact that every 
capital expenditure it makes will automatically produce revenue.  The 
ratepayers are obligated to pay for the amortization, the finance costs, and 
the return on equity for every new asset added to BC Hydro’s rate base of 
capital assets – regardless of whether that new asset generates any new 
electricity sales. 
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Consequently, revenue is not given the priority it deserves.  However, 
CEABC wishes to draw a sharp distinction between two dramatically 
different kinds of revenues that might stem from a new capital addition.  
We refer to them as Type 1 and Type 2 Revenues: 

• Type 1 Revenues simply flow automatically from adding that asset to 
the rate base, regardless of whether any new domestic sales will result.  
We can refer to these as “Rate-Increasing Revenues”. 

That is to say, the new revenue these expenditures generate comes 
primarily from rate increases, not from additional electricity sales.  This 
is the kind of revenue BC Hydro has been relying upon for the past 10 
years, and appears to continue to rely on in the future. But these Type 1 
Revenues inevitably result in rate increases, because they bring no new 
customers or new domestic load from existing customers. 

• Type 2 Revenues, on the other hand, have the potential to actually 
reduce rates for existing customers.  Type 2 Revenues are those that 
stem from adding new customers and new domestic electricity sales.  We 
refer to them as “Sales-Increasing Revenues”. 

Over the past decade, the vast majority of BC Hydro’s $2 billion per year of 
new capital expenditures have resulted only in Type 1 Revenues (Rate-
Increasing).  These expenditures bring no new electricity sales, and we are 
now seeing the rate increases that inevitably result.  The customer load has 
actually declined over that period, making the rates even higher.  
(Ironically, over $1 billion of BC Hydro’s capital was spent on DSM 
programs, whose openly avowed objective is to reduce load.) 

BC Hydro openly acknowledges the prevalence of Type 1 (Rate-Increasing) 
expenditures in its capital program.  It refers to them as “risk driven” 
expenditures, as contrasted with “value driven” expenditures.  In the 
F2020-21 RRA proceeding, BC Hydro, acknowledged its heavy bias towards 
these Type 1 (Rate-Increasing) expenditures:4 

 
                                       
4 BC Hydro F2020-21 RRA, Exhibit B-6, response to CEABC IR 1.13.1 
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Risk driven expenditures rely totally on Type 1 (Rate-Increase)Revenues -- 
the automatic revenues that flow from adding an asset to the rate base.  
Hence risk driven expenditures will inevitably cause rate increases. 

CEABC asserts that, if upward pressure on BC Hydro’s rates is to be 
alleviated, there needs to be much more of a balance between “risk 
driven” (Type 1, Rate-Increasing) and “value driven” (Type 2, Sales-
Increasing) capital expenditures.  The existing mix is too heavily weighted 
towards risk aversion and not weighted enough towards bringing in new 
customers to share the substantial burden of fixed costs.  

Bringing in new customers (or new sales to existing customers), is the best 
way to avoid further significant rate increases, and the only way to bring 
about rate reductions while maintaining an aggressive capital program. 

Bringing in new customers can also achieve tremendous benefits in terms 
of Climate Action and GHG reduction.  (See additional discussion of lost 
opportunities in Section 4.)  Although the Government gave this directional 
pledge in its 2011 Clean Energy Act, BC Hydro has been content to 
interpret the CEA as merely aspirational guidance. It continues to wait for 
some direct order from the Government telling BC Hydro what specific 
actions it should take. 

This reluctance of BC Hydro to take action without explicit Government 
orders is clearly shown in the following exchange taken from the F2020-21 
RRA Workshop:5 

MR. AUSTIN (questioning Mr. O’Riley):   David Austin, I've got two 
questions,... Why is it going to take two years to come up with a new 
integrated resource plan? 

...The reason I'm asking that question, and correct me if I'm wrong but 
in the Clean Energy Act there's been greenhouse gas reduction targets 
that have been there for about nine years.  So the clean BC plan in 
terms of greenhouse gas reduction targets, and again, correct me if I'm 
wrong, hasn't really changed anything.  And yet year after year when BC 
Hydro comes forward there's virtually no mention of what BC Hydro is 
doing in terms of meeting the greenhouse reduction targets that were set 
out about nine years ago. 

...I believe you said there was nothing that you could put your foot 
against in relation to the CleanBC plan and yet we've had those targets 
in the Clean Energy Act for nine years.   Why isn't there anything to put 
your foot against?  It's been there for a long, long time. 

                                       
5BC Hydro F2020-21 RA, Transcript Vol. 1, RRA Workshop, pages 48-51, [emphasis added] 
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MR. O'RILEY:     Well, I would just say -- I mean it's a fact that the load 
forecast that Mr. Clendinning is presenting and was submitted in our 
application was prepared before the CleanBC plan came about.  My 
understanding, there's not -- in the Clean Energy Act there are no 
targets on BC Hydro for reducing emissions...[emphasis added] 

...We're working with government on the elements on the CleanBC plan 
that relates to us...  That's what we're working on with government and 
we're developing action plans and timelines around that. 

Some of that will meet the threshold of what gets in a load forecast... 
some of that will be in the load forecast, so we'll have a little more to put 
our foot against.  Some will still be out there and will develop in further 
processes.  

MR. AUSTIN:     Year after year you're saying your costs are going up, 
we're paying more for IPP electricity, our system is aging.  Yet year after 
year I don't see anything about what BC Hydro is doing to try to increase 
electricity sales without pushing up its costs.  If you've got a surplus of 
electricity, if your costs are going up, where are your policies or your 
goals or your objectives for increasing electricity sales that would be 
consistent with the Clean Energy Act that was put in place about nine 
years ago? 

MR. O'RILEY: Well, our goals are coming from the CleanBCplan, 
they're not coming from the Clean Energy Act.  We're not 
responding to something -- there's nothing in the Clean Energy Act 
telling me to do that.[emphasis added] 

That is to say, BC Hydro has taken no actions to fulfill the Government’s 
goals as stated in the Clean Energy Act of 2011, because there was nothing 
in the CEA giving BC Hydro any explicit instructions to do anything.  They 
are awaiting the CleanBC Plan to give them specific instructions. 

In conclusion, it appears that by 2021 or 2022, BC Hydro may start to 
begin to plan to formulate some programs that might be able to address, in 
due course, in the fullness of time, the goals expressed by the Government 
in 2011. 

What is even more remarkable is that this passive attitude persists, even 
though the taking of affirmative action to electrify load would also be of 
significant direct benefit to BC Hydro’s ratepayers.  By increasing the 
MWhrs sold, this additional load could actually have alleviated some of the 
rate increases otherwise caused by all the Type 1 (Rate-Increasing) capital 
expenditures. 
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2. BC Hydro’s potential growth capital expenditures only occur in response 
to a PASSIVE Load Forecast. 

Just as BC Hydro waits for specific Government orders to take action 
against climate change, it passively waits for customer requests to drive its 
forward forecasts of new load.  Once again, there is no proactive element.  
BC Hydro only responds after customers formally request new service.  
Even then, BC Hydro applies a stringent probability estimate to the request 
before moving to include that load in its forecast. 

This approach to forecasting load tends to minimize any growth investment 
opportunities (i.e. Type 2, Sales-Increasing), and turns the focus entirely 
towards risk mitigation investments (i.e. Type 1, Rate-Increasing). 

Another exchange taken from the F2020-21 RRA Workshop makes this 
passivity abundantly clear:6 

MR. WILLIS:     CleanBC has some very ambitious EV goals.  Do your 
EV forecasts line up with CleanBC? 

MR. CLENDINNING:      

... And despite extensive discussion predicting large and rapid increase 
and electrification last fall, including electric vehicles, in October we 
didn’t have anything as forecasters that we could put our foot against. 

So we've included in this forecast only programs that were 
underway or near approval at that time.[emphasis added] 

... So, as far as EVs go, there has been some information released since 
the load forecast and we'll be looking to include the best information 
available, but the CleanBC plan is a phased approach, and we have 
limited information, and so we'll look what we can put our foot against, 
and assess it accordingly. 

The net result of this passivity is a missed opportunity to add load that 
generates incremental sales revenues, which would not only help to fight 
climate change, but could also act to reduce rate increases. 

Responding only after a customer formally requests a new service 
connection results in missing new load growth from industrial customers 
that can self-generate their power.  The biggest example is oil and gas 
production facilities.  These companies require fast interconnections, and if 
BC Hydro cannot meet their timelines they will self-generate. Once they 

                                       
6BC Hydro F2020-21 RRA, Transcript Vol. 1, RRA Workshop, pages 46-48, [emphasis added] 
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build their own generation the opportunity to add them as new electricity 
customer is lost.  

Also, by not registering these industrials’ new service requests and/or 
showing their potential load in the Load Forecast, BC Hydro does not 
commence planning to extend transmission lines.  Extending transmission 
lines can take a long time.  This further delay increases the likelihood that 
BC Hydro cannot meet the timelines of these industrial customers.  So 
many more of them will self-generate and more new electricity customers, 
and rate-reducing load growth, are lost. 

This problem was identified by the 2013 Task Force on Industrial 
Electricity Policy Review as follows:  

“Delays in transmission availability are cited as an obstacle to industrial 
development in British Columbia. BC Hydro’s transmission 
interconnection process is perceived as slow, cumbersome, unresponsive 
and expensive by customers. The risk of missing in-service dates could 
drive new industries to self-supply rather than take grid service.”7 

In northeast BC only 13 of 110 gas processing facilities receive grid service 
from BC Hydro. The other 97 facilities self-generate their power by burning 
fossil fuels.8  The majority of these facilities were built in the last 10 years. 

With respect to its Power Smart programs, BC Hydro has a completely 
opposite approach. 

For its Power Smart programs, BC Hydro PROACTIVELY determines where 
the opportunities for efficiencies are, by commissioning a Conservation 
Potential Review, which it updates every few years. It then designs its 
programs to PROACTIVELY encourage customers to pursue those 
opportunities (even enticing them with incentives). 

Even more remarkable, is that it takes this proactive approach to DSM even 
when it knows these programs will cause rate increases for other 
customers.  In fact, in the case of DSM programs, the Government has gone 
so far as to explicitly order BC Hydro (and the BCUC), to ignore the fact 
that rate increases will be caused.9 

                                       
7 Industrial Electricity Policy Review Task Force Final Report, October 31, 2013,Section 6.13 
Utility Interconnection Timelines 
8 BC Hydro F2020-21 RRA, Exhibit B-6, BC Hydro’s response to CEABC IR 1.12.2 
9 The Ratepayer Impact Measure Test (RIM) is the only cost-effectiveness test that indicates the 
impact of lost billing revenues on other ratepayers.  However, subsection 4(6) of the Demand-Side 
Measures Regulation prohibits the BCUC from using the RIM test to determine cost-effectiveness. 
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3. The evaluation of alternatives suffers from outdated cost assumptions. 

Only for potential generation projects, or by a specific Government order, 
does BC Hydro consider the possibility of a Non-BC Hydro alternative.  And 
when it does so, it is using outdated cost assumptions. 

BC Hydro acknowledged this in its response to AMPC IR 1.5.9 in the RRA 
proceedings:10 

 
And also in its response to BCUC IR 1.175.3 in the same proceeding:11 

 

 
 

To further illustrate just how rapidly the cost of alternatives has been 
declining over the past decade, the following chart was taken from the 
California Public Utilities Commission’s 2018 RPS Annual Report:12 

                                       
10BC Hydro F2020-21 RRA, Exhibit B-6, response to AMPC IR 1.5.9 
11BC Hydro F2020-21 RRA, Exhibit B-5, response to BCUC IR 1.175.3 
12California PUC, 2018 RPS Annual Report to the Legislature, page 16, available at 
https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/Utilities_and_Industries/Energy_-
_Electricity_and_Natural_Gas/Renewables%20Portfolio%20Standard%20Annual%20Report%202018.pdf 

https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/Utilities_and_Industries/Energy_-_Electricity_and_Natural_Gas/Renewables%20Portfolio%20Standard%20Annual%20Report%202018.pdf
https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/Utilities_and_Industries/Energy_-_Electricity_and_Natural_Gas/Renewables%20Portfolio%20Standard%20Annual%20Report%202018.pdf
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BC Hydro has pointed out that the contract prices available in BC might 
not be identical to those in California, but the declining trend is a global 
trend, and it shows that prices have fallen by 60%-70% since the last time 
BC Hydro called upon the competitive marketplace to provide energy. 

4. BC Hydro approaches capital expenditures on a piecemeal basis, 
especially with regard to its generation fleet. 

The approach is piecemeal in the sense that it is narrow and inconsistent. 

Only a few potential projects receive a detailed analysis of “need” and a full 
financial evaluation of all the alternatives (i.e. only those projects that 
might be subject to a CPCN application).  The vast majority of potential 
projects receive only a cursory analysis of either need or alternatives.   

Only the 3% of projects that are considered “value driven” receive any 
financial evaluation.  For the overwhelming majority of projects (the 97% 
that are “risk driven”) the “need” is never an issue.  And the alternatives to 
be considered will only include other potential BC Hydro capital 
expenditures. 

Recommendation -- The examination of alternatives ought to be more 
ongoing and more wide ranging – including non-BC Hydro alternatives.  
And the analysis of “need” ought to adopt a more pro-active approach 
– similar to the approach BC Hydro uses for its Power Smart programs. 
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5. BC Hydro uses a piecemeal approach to multiple capital expenditures on 
the same river system. 

Where there are a number of assets (generation and other), that are all 
interrelated and interdependent within the same river system, the capital 
plan needs to be all-inclusive.  The projects should not be brought forward 
for evaluation one at a time. 

The Bridge River system is a case in point.  If you keep refurbishing one 
unit at a time, you are repeatedly drawn into adding incremental patches 
on what is, overall, a failing system near the end of its life.  In this case the 
whole system needs to be evaluated in its entirety, and the alternative of 
replacing the whole system needs to be considered.  Incremental project 
proposals and evaluations will never do this. 

We offer the following BC Hydro IR response as one example of the degree 
of interdependence in the Bridge River system:13 

 
Clearly there are a great many interdependent parts to the system, all of 
which are in need of capital expenditures.  If each sub-component is dealt 
with separately, the expenditures look smaller, the alternatives are few, and 
all of those alternatives are other BC Hydro capital projects. 

It’s unlikely that any of the smaller individual projects will require a CPCN 
application.  However, the overall capital requirements of the Bridge River 
system may be in the hundreds of millions -- and all of these capital 
projects are known to be needed in the not too distant future. 

The following excerpt from BC Hydro’s Generation F2015 Strategic Asset 
Management Plan reveals BC Hydro’s opinion of the overall condition of the 

                                       
13BC Hydro F2017-19 RRA, Exhibit B-9, response to BCUC IR 1.88.7, page 2 of 3 
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“composite facilities” at BR1 and BR2 as being in the “end of life” 
category:14 

 
Accordingly, CEABC would suggest that the Bridge River system would 
make an ideal candidate for an overall system strategic evaluation, 
which could compare all the potential future capital needs, of all the sub-
components, to the alternative of winding down the total operation and 
replacing its functions with something completely different, possibly using 
different technology, possibly in a completely different location, and 
possibly even including parts that are not BC Hydro capital expenditures.  
The question of alternatives should be left completely open. 

6. BC Hydro’s Strategic Asset Management Plan is exclusively devoted to 
maintaining existing assets.  It does not recognize the possibility that 
something new and different might replace those assets. 

As we have shown in the case of the Bridge River system, it’s easy to fall 
into the trap of simply planning one incremental smaller project after 

                                       
14BC Hydro F2020-21 RRA, Exhibit B-6, response to AMPC IR 1.19.1, Attachment 1 
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another, without ever standing back and investigating whether there is a 
more all-encompassing strategic alternative.  Strategic assets do not have 
to be of the same technology type, or in the same location, and they do not 
necessarily have to be BC Hydro capital expenditures.  All options are 
possible. 

Unfortunately, when you name a plan as the “Strategic Asset Management 
Plan”, it will naturally focus its attention on managing the existing assets.  
It will plan on maintaining and refurbishing each of those assets in kind.  It 
will never contemplate phasing out those assets and replacing their 
functions with something completely new and different. 

However, in its role as the protector of the public and ratepayer interests, 
the Commission should be encouraging as much open and broad minded 
strategic thinking as possible. 

7. BC Hydro’s enterprise wide investment framework is internally focussed.  
It does not incorporate an adequate evaluation of Non-BC Hydro options. 

Every investment does not have to be a BC Hydro capital expenditure.  
There are many other alternatives that will allow BC Hydro to fulfill its 
missions.  And good alternatives are not necessarily limited to BC Hydro 
capital expenditures. 

An example of BC Hydro‘s inward focus on its own projects was its 
Application for its Vancouver Island Generation Project (VIGP). VIGP was 
the most recent new generation project that BC Hydro attempted before Site 
C. The VIGP project and the review process are summarized in the following 
excerpts taken directly from the BCUC’s Decision and Order made on 
September 8, 2003:15 [emphasis added] 

"On March 12, 2003, the Vancouver Island Energy Corporation (VIEC), a 
subsidiary of BC Hydro, applied... for a Certificate of Public Convenience 
and Necessity (CPCN ) for the Vancouver Island Generation Project (VIGP). 

The Application stated that VIGP is BC Hydro's preferred option for 
securing reliable electricity supply for Vancouver Island. 

VIGP is comprised of a 265 MW combined-cycle natural gas turbine power 
generating plant at Duke Point near Nanaimo, and… related works. 

                                       
15BCUC Decision in the Matter of Vancouver Island Generation Project Application for a CPCN, dated 
September 8, 2003, found at 
https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/111684/1/document.do 

https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/111684/1/document.do
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VIGP is associated with the Georgia Strait Crossing Project (GSX), a 
proposed international natural gas pipeline from Washington State to 
Vancouver Island. 

The Commission... established a Regulatory Agenda… and a Pre-hearing 
Conference... regarding the Application… and an oral public hearing. 

During the CPCN Proceedings several intervenors identified other 
projects to generate electricity on Vancouver Island. 

Based on the evidence... the Commission Panel finds that VIEC has 
not established that VIGP is the most cost-effective means to 
reliably meet Vancouver Island power needs. Therefore, the 
Commission Panel denies the Application for a CPCN.” 

“… a conditional CPCN be provided. The conditional CPCN would 
require BC Hydro to undertake a Call for Tenders to determine if 
there are other more cost-effective projects to meet its obligation 
to serve Vancouver Island with reliable and timely electricity 
supply;" 

In F2004 BC Hydro issued the Vancouver Island Call For Tenders. On 
February 17, 2005 the BCUC approved BC Hydro awarding an Electricity 
Purchase Agreement to the Duke Point Power Limited Partnership project.16 

The BCUC Proceedings showed that, while “BC Hydro’s preferred option 
for… supplying Vancouver Island (was VIGP)”,after directing BC Hydro to 
“undertake a Call for Tenders to determine if there are other more cost-
effective projects”, it ultimately approved building a non-BC Hydro project. 

After the BCUC denied approving the VIGP project BC Hydro applied to 
recover “the amount spent by BC Hydro on VIGP and GSX totaling 
approximately $98 million. BC Hydro also financed spending by Williams 
through a loan facility with approximately US $15 million.”17 

If BC Hydro had considered alternative non-BC Hydro projects before 
spending over $113 million on its own VIGP project then BC Hydro 
ratepayers and taxpayers would have avoided paying for a cost that 
resulted in no commensurate value. 

 

                                       
16BCUC Order in the Matter of the Utilities Commission Act and a Filing by BC Hydro Call for Tenders for 
Capacity on Vancouver Island - Review of Electricity Purchase Agreement, dated February 17, 2005 found 
athttps://www.bcuc.com/Documents/Proceedings/2005/DOC_6940_E-1-
05_BCH%20VICFT%20Electricity%20Purchase%20Agrmnt.pdf 
17 BC Hydro letter to the BCUC re VIGP and GSX Costs dated May 27, 2004 found at 
https://www.bcuc.com/Documents/Proceedings/BCH2004RR/A-40.pdf 

https://www.bcuc.com/Documents/Proceedings/2005/DOC_6940_E-1-05_BCH%20VICFT%20Electricity%20Purchase%20Agrmnt.pdf
https://www.bcuc.com/Documents/Proceedings/2005/DOC_6940_E-1-05_BCH%20VICFT%20Electricity%20Purchase%20Agrmnt.pdf
https://www.bcuc.com/Documents/Proceedings/BCH2004RR/A-40.pdf
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D. These shortcomings are causing BC Hydro to miss opportunities 
that could reduce or eliminate rate increases. 

By not pro-actively seeking more Type 2 (Sales-Increasing) electrification load, BC 
Hydro is missing two enormous opportunities: 

1. It is missing its best opportunity to mitigate rate increases while 
maintaining an aggressive program of growth capital. 

It needs to shift its mix of capital expenditures away from the 
predominance of “risk driven” (Type 1, Rate-Increasing) expenditures, and 
bring in more “value driven” (Type 2, Sales-Increasing) capital projects.  But 
to do this, it has to pro-actively encourage more electrification load, in the 
same manner that it does with its Power Smart programs, when it actively 
encourages energy efficiencies – it researches them, it pursues them, and it 
incentivises them.  This proactive work would be a “win-win” for both new 
and existing customers, not to mention the rest of British Columbians. 

2. Simultaneously, that proactive development of electrification load 
would help move BC towards its Climate Action, GHG reduction 
goals. 

But BC Hydro should not be waiting for specific orders from the 
Government to pursue these loads.  It should be the leader in finding out 
where these potential loads are, and developing them as fast as possible – 
in the same proactive way that it does for its Power Smart programs. 

The Montney gas producers are the province’s largest single source of GHG 
emissions.  There is the opportunity to electrify these producers, but it 
must be taken as quickly as possible and as fully as possible, or the 
companies will revert to burning more fossil fuels to facilitate their rapid 
growth. 

The time for passivity has passed. 

Strategic planning must be based on a vision of the future, not the past. 

By limiting its strategic planning view, BC Hydro is making 70+ year 
commitments that involve massive up-front capital costs, in a world that is 
changing rapidly, especially with respect to renewable energy technologies and 
the costs thereof.  It does this based on its previous experience that these assets 
have performed well in the past.  However, this backward looking approach can 
leave the company blinded to changes that are happening in the power industry.  
It’s causing the company to continue to invest in the status quo when conditions 
in the industry are changing dramatically. 
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For instance, smaller scale, more distributed generation is becoming cheaper 
exponentially, as is battery storage.  And massive hydro projects in remote 
regions, coupled with long transmission lines are 5 to 6 times more expensive (in 
real dollars) than they were 45 years ago, and much more difficult, risky and time 
consuming to build.18These dinosaur assets may have had a good run, but BC 
Hydro can’t afford to lock in to antiquated technologies and system designs. 

A Strategic Management System must look forward at the “strategic” changes 
taking place in the world around us.  It must avoid the trap of continuing to 
invest in the status quo simply because it appears to have worked well in the 
past.  Times are changing.  We should remember that there was no federal 
Ministry of the Environment prior to 1971.  Prior to 1989, the rights of First 
Nations barely existed in the minds of politicians and government officials. 

  

                                       
18Site C cost is $10 million per MW, compared to Bennett Dam at $250,000 per MW, while 
inflation  has been approximately 7 times. 
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III. RECOMMENDED REMEDIES 
E. CEABC offers some remedies that can be achieved by minor 

modifications to the Filing Guidelines, and also some general 
modifications to the overall oversight of strategic planning. 

 

REMEDIES SPECIFIC TO THE GUIDELINES 

CEABC suggests that certain amendments to the proposed Filing Guidelines may 
help to enhance the BCUC’s oversight of BC Hydro’s capital expenditures. 

We reference our suggested modification to the 2018 Capital Filing Guidelines in 
BC Hydro’s Revised Proposal.19 

First, it is important to re-emphasize that these Guidelines are not mandatory 
orders of the Commission.  As stated in Section 1 of the proposed Guidelines, 
they are intended to “provide guidance to BC Hydro” and to “help inform the 
efficient and effective review of BC Hydro’s capital expenditures in the course of 
revenue requirements applications, CPCN or section 44.2 capital expenditure 
schedule applications, the Annual Report, and project-specific progress and final 
reports.” 

And as stated in Section 2, “These Guidelines do not bind the Commission in the 
exercise of its jurisdiction.” 

With that context in mind, CEABC proposes that the following minor 
modifications to the proposed new Guidelines will help remedy some of the 
shortcomings we have noted in the previous section of this Argument: 

In section 4.In line 4, change the phrase beginning “may include...” to the phrase 
“will include examination of project need and a broad range of alternatives, including 
alternative technologies and/or system structures, to the extent reasonably required to test the 
forecast capital expenditures or additions in comparison to the alternatives on a life-cycle basis, 
including an estimate of any incremental electricity sales or incremental revenues each 
alternative is expected to generate.” 

The intention here is that BC Hydro should avoid locking in a narrow view of the 
alternatives at too early a stage of evaluation, and also to identify which 
alternatives have the potential to assist in mitigating rate increases.  The desire is 
for BC Hydro, the Commission, and the interveners to be made more aware of the 
mix of Type 1 (Rate-Increasing) expenditures vs. Type 2 (Sales-Increasing) 
expenditures, with the goal of shifting that mix, over time, towards the latter type 
of expenditures, and hence reducing the upward pressure on rates. 

                                       
19Exhibit 7-1, Blacklined-Revised Proposal, Appendix B, 2018 Capital Filing Guidelines 
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In Section 5.In line 3, similarly to the above, change the phrase beginning “may 
include...” to the phrase “will include examination of project need and a broad range of 
alternatives, including alternative technologies and/or system structures, including an estimate 
of any incremental electricity sales or incremental revenues each alternative is expected to 
generate, and the reasonableness of the forecast assuming the project proceeds.” 

Again, the intention is to avoid locking in too narrow a view of alternatives at too 
early a stage of evaluation, and also to identify which alternatives have the 
potential to assist in mitigating rate increases. 

In Section 6.In line 2, change “specified” to “reasonably specified”. 

Also add the following two additional items to the list, after item (e): 

(f) the project’s lifecycle costs and the revenues that it will generate; 

(g) all the alternatives to the project, their lifecycle costs and the revenues they would 
generate, on a system-wide basis; 

In section 7.  Insert the following sentence after sentence 1:  “This relevant 
information will include the evaluation of a broad range of alternatives, including different 
technologies and/or system designs, their lifecycle costs and the revenues they would generate, 
on a system-wide basis.” 

In Section 8.  Add the sentence, “The analysis of Recurring Capital Programs will also 
include the evaluation of a broad range of alternatives, including different technologies and/or 
system designs, their lifecycle costs and the revenues they would generate, on a system-wide 
basis.” 

 

GENERALSTRATEGIC PLANNING REMEDIES 

Some of the shortcomings noted by CEABC in Section C of this Argument, are 
related to inadequacies of the overall strategic planning system, not merely the 
Filing Guidelines. If we review the shortcomings of BC Hydro’s capital expenditure 
record, as identified in Section C of this Argument, many of them cannot be 
remedied by simple changes to the Filing Guidelines: 

1. The insufficient emphasis on Type 2 (Sales-Increasing) expenditures; 

2. A more proactive “Power Smart” approach to growing the electricity load; 

3. The updating of outdated cost assumptions for non BC Hydro alternatives; 

4. The avoidance of the inconsistent piecemeal approach; 

5. The overall system evaluation for multiple assets on the same river system; 

6. A broader vision for the Strategic Asset Management Plan; 

7. A broader perspective for the enterprise wide investment framework. 
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To remedy all of these shortcomings will require some modifications to BC 
Hydro’s overall system of strategic planning as well as its interaction with the 
Commission’s oversight.  These changes go well beyond matters that are dealt 
with in the Capital Filing Guidelines.  Nevertheless, CEABC believes that to 
request these changes would be well within the Commission’s oversight mandate, 
provided that oversight is pursued appropriately. 

Any strategic planning overview must undoubtedly require the (intense) 
participation of BC Hydro’s Board, and also of its shareholder.  However, there 
should also be a role for the Commission, in pursuit of its mandate to protect the 
public and the ratepayers’ interests, but that role should be pursued 
cooperatively, rather than rigidly imposed by the Commission. 

The expert witness brought by the CEC, Mr. Scott A. Thomson, sees no problem 
with the Commission taking a more proactive role in the oversight of a regulated 
utility’s strategic planning and capital expenditure program.  In his experience 
such a proactive role is quite common. 

In his response to CEABC IR 1.2, Mr Thomson stated:20 

“...The regulator’s role is focused in large measure on ensuring monopoly 
utilities operate in the public interest.  That interest is served in part by 
ensuring that the rates... are just and reasonable... It follows that cost 
effectiveness is a dimension of assessing the prudence of expenditures.” 

He continued in his response to CEABC IR 2.1 [emphasis added]: 

“...I think it is fair to say that regulators consider the drivers of capital 
expenditures in order to understand their justification in the determination of 
just and reasonable rates.  This can be as part of CPCN proceedings for major 
capital or revenue requirements proceedings. 

... it is not unusual for regulators to focus attention on the cost drivers 
and strategies employed to address them by the utilities that they 
regulate.” 

And in his response to CEABC IR 2.2, he further supported a proactive role 
[emphasis added]: 

“Yes, in my experience, regulators regularly assess utilities strategies and the 
cost effectiveness of their expenditures. 

... both the drivers for the expenditure and the strategies considered by the 
utility to meet the need will be scrutinized by the regulator as part of that 
process.  The utility takes comfort from such proceedings that, subject to 
prudent execution of the project, its costs will be recoverable in rates... 

                                       
20Exhibit C3-15, Scott A. Thomson responses to CEABC Information Requests re CEC Evidence 
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... I believe this is one of the central tenants of the CEC’s proposals, i.e. 
so that the Commission may consider BC Hydro’s expenditure drivers 
and strategies proactively.” 

CEABC finds that the proposal by the Commercial Energy Consumers (“CEC”) 
has a good directional intent – namely to broaden the oversight of the 
Commission to include a more proactive strategic overview.  CEABC can agree 
with that the BCUC oversight of capital expenditures needs to evolve in that 
direction. 

However, CEABC believes the CEC’s proposed approach is too prescriptive to be 
imposed on BC Hydro at this point. CEABC agrees with BC Hydro that a jump to 
such a high degree of prescriptive information would put a burden of cost and 
regulatory process onto BC Hydro, which was not commensurate with the 
benefits.  That is, we believe it would be more costly to implement than the value 
derived from it.  We recommend a more evolutionary approach to enhancing the 
Commission’s oversight. 

CEABC believes a less prescriptive, and more collaborative, workshop approach 
would be most effective, and we suggested this to Mr. Thomson in CEABC IR 3.2. 
[emphasis added] 

With a view to providing the Commission with whatever information it requires, 
while at the same time avoiding unreasonable cost or resource impacts on BC 
Hydro, do you think a reasonable way to proceed would be to initiate a 
workshop forum, in which BC Hydro could demonstrate the methods and 
formats it already uses; the Commission and/or interveners could communicate 
what elements, if any, they found confusing or inadequate; and together they 
could arrive at an information set and format that would meet everyone’s 
needs? 

His response was strongly affirmative [emphasis added]: 

“Yes I do. 

... A workshop forum can be a much more productive environment for the 
sharing of information and positions than a hearing room...A workshop 
forum allowing participation of additional interested parties would be an 
extension of this and may be helpful to all involved.” 

 

In conclusion, CEABC recommends that the Commission propose a 
workshop forum approach, involving BC Hydro and the interveners, in which 
the various issues identified by CEABC, and others, can be dealt with 
collaboratively. 
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IV. JURISDICTION 
CEABC herein offers its legal analysis with respect to the jurisdiction of the 
Commission in this matter. 

Order G-63-1621states: 

“Purpose of Proceeding: 

The British Columbia Utilities Commission (Commission) has established a review 
of the regulatory oversight of the British Columbia Hydro and Power Authority’s 
(BC Hydro) capital expenditures and projects (Proceeding). One possible 
outcome of this proceeding is Commission approved BC Hydro Capital Filing 
Guidelines. (emphasis added)… 

Proposed Scope: 

The scope of this Proceeding is proposed to include but not necessarily limited 
to:(emphasis added) 

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…” 

Order G-174-1622 states: 

“The Panel notes there was general consensus between the parties that the scope 
set out by the Commission in Order G-62-16 for the Review remains appropriate 
provided it is flexible and the parties can seek to add to the scope, if warranted, 
during the process. Some parties expressed concerns that the scope should 
remain flexible, given that the BC Hydro SAP Inquiry and RRA proceedings are 
underway and may inform the scope of this Review. The Panel agrees it is 
appropriate that the scope of the Review remains as set out in Order G-63-16, 
and that a second procedural conference in the Regulatory Timetable set out in 
Appendix B of this order will provide an opportunity for the parties to address the 
scope again.” 

In Order G-126-1823 the BCUC said at page 8: 

 “BCUC determination  

The scope of the BC Hydro Review of the Regulatory Oversight of Capital 
Expenditures and Projects proceeding remains as determined in Order G-
174-16 and set out in section 2 of these reasons.” 

                                       
21Exhibit A-2, Appendix B, page 1 
22Exhibit A-9, Appendix B, page 2 
23Exhibit A-15, Appendix A, Reasons for Decision  
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At page 9 of the same Order: 

“CEABC’s proposed expansion of scope 
 
The Panel denies CEABC’s proposed amendment to the scope of the Review. 
The Panel agrees with the suggestion of BCSEA that CEABC’s proposed 
amendment could be characterized as an argument as to the content of the 
proposed guidelines, which can be addressed in the argument phase of this 
proceeding. The Panel also agrees with BC Hydro that to the extent the scope 
issues raised by CEABC are within the BCUC's jurisdiction, they can be explored 
in BCUC proceedings involving the review BC Hydro's capital projects and 
expenditures, both on a prospective basis in a revenue requirement proceeding or 
major project filing and on a hindsight basis through a prudency review.” 

At page 10: 

“CEABC  
CEABC submits that approval of the proposed Capital Filing Guidelines is not the 
appropriate outcome unless it includes revenues and return on equity in the 
capital expenditure evaluations.  In reply to other submissions, CEABC submits:  

We have to remember that the Commission is looking at guidelines.  It's not 
making any order.  So I am not sure why there is so much concern, or some 
concern about the issue of jurisdiction.  Quite frankly, if BC Hydro doesn't like 
the guidelines, it can ignore them. They are just guidelines.” 

At page 11: 

“Panel discussion  
The Panel acknowledges the varying positions of the parties on the appropriate 
outcome of the Review, but reserves making any determination until after the 
argument phase of this proceeding. The Panel acknowledges the comments of 
BCUC staff with respect to regulatory efficiency as well as BC Hydro’s submission 
that the purpose of this proceeding is to assist with an efficient, effective and 
transparent regulatory oversight of BC Hydro’s capital expenditures and projects.” 

The Commercial Energy Customers (“CEC”) also made submissions on scope that 
are referenced in Order G-126-18 and subsequently filed extensive evidence about 
matters that the BCUC should consider.  As noted elsewhere in this argument the 
CEABC does not agree with the usefulness of this evidence.  However it does 
agree that it is within the scope of the Proceeding for CEC to advance its position 
through the filing or evidence, make it arguments and potentially have them 
accepted by the BCUC. 
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In the transcript of the Pre-Hearing Conference held on June 27, 2018 can be 

found the following24: 

 

“I'm going to now turn to specific comments 
in the response to Mr. Austin's proposal. In my view, 
what Mr. Austin is attempting to do is to dictate to 

BC Hydro, or have the Commission dictate to BC Hydro, 
how it should plan its system, which projects it 
should pursue, and how it should prioritize those 
projects. In particular, Mr. Austin believes that BC 

Hydro should be pursuing projects that generate 
revenue. 
 

We are in agreement with the general 
submissions of the other parties, that that is not 
within the Commission's jurisdiction, to dictate to BC 

Hydro how it should be running its internal processes. 
And before the case of -- the Goldie case 
was mentioned, but before I get there, first point is 

that what Mr. Austin is proposing is not consistent 
with the purpose of this proceeding. The purpose of 
this proceeding, as we understood it, was to address 

the regulatory oversight over BC Hydro's capital 
projects and expenditures. Mr. Austin's proposal is 
not about regulatory oversight, but about his client's 

particular views about how BC Hydro should be planning 
its system. 
So in our submission, that purpose is not 

within the Commission's jurisdiction. The B.C. Court 
of Appeal found, in the case of BC Hydro v. The 
                                       
24 Transcript Vol. 3, Pages 184-186 
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British Columbia Utilities Commission, and this is the 
Goldie decision that was referenced by Mr. Quail. A 

1996 decision that the Commission did not have 
jurisdiction over planning or management of the 
utility. If I can paraphrase the outcome of that 

case, it may be said to have established a zone of 
public utility management or managerial discretion 
 

that is off-limits to the Commission. 
And in my submission, the proposal of Mr. 
Austin would tread on BC Hydro's managerial 

discretion. He seeks to dictate to BC Hydro how it 
should plan its system. And for this reason, BC Hydro 
submits that the Commission should not agree to expand 

the scope of this proceeding as proposed by Mr. 
Austin.” 
 

In the same transcript can also be found25: 

 
“I'd also like to address Mr. Austin's final 

comments regarding his views that the Commission's 
jurisdiction doesn't come into play in this proceeding 
because we're only talking about guidelines and 

according to Mr. Austin, BC Hydro can disregard those 
guidelines if it wishes, so it doesn't matter. 
I disagree with Mr. Austin's points in this 

regard. The contemplated outcome of this proceeding 
is an approved set of guidelines. To approve the 
guidelines the Commission would have to issue an 

order. The Commission needs to have jurisdiction over 
                                       
25 Pages 186 and 187 
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the matters that it issues orders on, to state the 
obvious, and in my submission, if the Commission 

doesn't have the jurisdiction over an area, it can't 
issue guidelines about that area. 
So in my submission it was correct for the 

parties in this proceeding -- sorry, at this 
procedural conference to be -- to raise the issue of 
jurisdiction. And as I've already stated, we're in 

agreement with the other parties, Mr. Quail and Mr. 
Andrew, that the Commission doesn't have jurisdiction 
over the particular issue that Mr. Austin raised. 
 

Although the above is a long history of the purpose and scope of the hearings, it 
is important for the BCUC to have it firmly in mind when it considers the issue of 
its jurisdiction and the matters raised by the CEABC elsewhere in this Argument. 
They are in scope and the jurisdiction of the BCUC is not the problem that BCH 
is expressing it to be. 

The CEABC does not agree with BCH’s characterizations of the need to include 
matters such as revenue, return on equity and changes in technology as 
“planning”. They are fundamental elements of any modern corporate allocation of 
capital for an organization such as BC Hydro in the electric utility business. The 
CEABC’s suggested amendments to the 2018 Capital Filing Guidelines have been 
framed accordingly and in particular in a discretionary manner. BCH can ignore 
them at its discretion. 

BC Hydro is confusing jurisdiction with discretion. 

This begs the question of why it is necessary for the BCUC to issue an Order to 
confirm the 2018 Capital Filing Guidelines. Order G-63-1626 says: 

“…One possible outcome of this proceeding is Commission approved BC Hydro 
Capital Filing Guidelines”. 

It is BC Hydro that is requesting the BCUC to issue the Order. Before delving into 
the need to issue an Order it is necessary to fully consider the Court of Appeal 
decision in British Columbia Hydro and Power Authority vs The British Columbia 

                                       
26Ibid, Appendix B, page 1 
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Utilities Commission et al27 which has not been fully described by the parties that 
have referenced it. At pages 22-24 the Court said: 

 

 

                                       
27BC Hydro Final Argument, BC Hydro Book of Authorities 
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If the 2018 Capital Filing Guidelines are not mandatory then there is no issue of 
jurisdiction and any need to thread the needle of drafting guidelines that are 
consistent with the Court of Appeal’s decision. At page 22 of this decision: 

 
The irony is that although BC Hydro is labelling the 2018 Capital Filing 
Guidelines as “guidelines”, BC Hydro is requesting that by Order they become 
mandatory. As a result, they will be punishable on default by sanction. 

However they aren’t even drafted in a mandatory fashion with for example, the 
frequent use of the word “may”. The purpose of these guidelines is described in 
non-mandatory language28: 

 

“Purpose of 2018 Capital Filing Guidelines 
1. These 2018 Capital Filing Guidelines (“Guidelines”) provide guidance to 

BC Hydro in preparing and filing applications and compliance reports. They will 

also help inform the efficient and effective review of BC Hydro’s capital 

expenditures in the course of revenue requirements applications, CPCN or 

section 44.2 capital expenditure schedule applications, the Annual Report, and 

project-specific progress and final reports. 

2. There may be circumstances in which a different approach from what is set out 

in these Guidelines is appropriate. These Guidelines do not bind the 

Commission in the exercise of its jurisdiction. BC Hydro may propose changes 

to these Guidelines. BC Hydro will identify and explain in applicable filings any 

departures from the Guidelines.” 
                                       
28 Exhibit B-7 BC Hydro Revised Proposal, Appendix B 
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Given the extensive use of non-mandatory language the BCUC could not enforce 
non-compliance. 

There is no reason why the BCUC should grant BCH’s request for an Order 
because there is no reason why the BCUC would ever want to sanction BCH for 
non-compliance. If it did, the 2018 Capital Filing Guidelines would have to be 
rewritten into mandatory requirements to be enforceable requiring strict 
adherence to the B.C. Court of Appeal decision. Confirming these guidelines by 
Order would also reduce the BCUC’s ability to amend them. If they are kept in 
their current state i.e. discretionary guidelines, the BCUC can amend them as 
required and avoid the potential problem of inadvertently crossing the line set by 
the B.C. Court of Appeal in relation to determining the manner in which the 
directors of a public utility manage its affairs. 

If the BCUC wishes to confirm the 2018 Capital Filing Guidelines then the 
CEABC submits that the matters it has raised with respect to for example capital 
expenditures, return on equity and technology are within scope. The CEABC 
suggested amendments to these guidelines are written in a discretionary manner, 
are consistent with the non-discretionary language already in these guidelines 
and would not cross the line established by the Court of Appeal. 
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