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PART ONE: INTRODUCTION AND NEXT STEPS 

1. As set out in BC Hydro’s Final Submission, BC Hydro is requesting BCUC approval of its 

proposed 2018 Capital Filing Guidelines (the “2018 Guidelines”).  In this Reply Submission, BC 

Hydro responds to the submissions of the five interveners who filed arguments in this 

proceeding: BC Sustainable Energy Association and Sierra Club BC (“BCSEA”), British Columbia 

Old Age Pensioners’ Organization et al. (“BCOAPO”), Clean Energy Association of British 

Columbia (“CEABC”), Commercial Energy Association of British Columbia (“CEC”) and 

Movement of United Professionals (“MoveUP”).  The position of each of the above-noted 

interveners are summarized as follows: 

 MoveUp considers that this proceeding “has yielded substantial improvements to the 

oversight of BC Hydro’s capital projects and expenditures” and that the 2018 Guidelines 

mark an improvement on BC Hydro’s earlier guidelines.1 

 BCSEA supports the approval the 2018 Guidelines in that they “accomplish the basic 

objective of providing clarity, transparency, [and] reasonable procedural outcomes in 

normal situations”.2 

 CEABC takes issue with BC Hydro’s high-level capital expenditure decision making 

processes and proposes a number of “minor modifications” to the 2018 Guidelines, but 

suggests that the BCUC should leave the guidelines as discretionary rather than issuing 

an order approving them.3 

 BCOAPO accepts many aspects of BC Hydro’s proposed 2018 Guidelines, makes specific 

submissions regarding other aspects, and acknowledges that the 2018 Guidelines are a 

“positive first step”, but states that it does not consider that the information BC Hydro 

has proposed to provide goes far enough.4 

                                                      
1
 MoveUp Final Submission, pp. 12-13. 

2
 BCSEA Final Submission, p. 3. 

3
 CEABC Final Submission, p. 19 and 30. 

4
 BCOAPO Final Submission, p. 17. 
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 CEC submits that the 2018 Guidelines are insufficient and recommends an ongoing 

process for improvement of the information available to the BCUC to support its role 

overseeing BC Hydro’s capital expenditures.5 

2. Based on the input received from interveners throughout this proceeding, BC Hydro has 

proposed a number of changes to the proposed 2018 Guidelines and BC Hydro remains 

responsive in this Reply Submission. However, the submissions of interveners do not change BC 

Hydro’s view that the 2018 Guidelines remain the appropriate outcome of this proceeding, and 

should be approved by the BCUC to provide a foundation for efficient and effective oversight 

over BC Hydro’s capital expenditures. 

3. The organization of this Reply Submission below reflects the outline of BC Hydro’s Final 

Submission to the extent possible.  Part Two responds to intervener submissions on matters 

related to BC Hydro’s proposed 2018 Guidelines.  Part Three responds to the CEC’s arguments 

for its new regulatory process.  Part Four concludes this Reply Submission.  

PART TWO: SPECIFIC MATTERS RELATED TO BC HYDRO’S PROPOSED 2018 GUIDELINES 

A. Introduction 

4. In this part, BC Hydro addresses the submissions of interveners related to the 2018 

Guidelines.  

B. Nature and Benefits of Guidelines 

(a) Order Approving 2018 Guidelines 

5. CEABC submits that the BCUC should not issue an order approving the 2018 Guidelines 

because they are not mandatory and not written in mandatory language and therefore the 

BCUC could not enforce compliance.6  BC Hydro submits that a BCUC order would endorse the 

guidelines as written, and the extent to which the 2018 Guidelines are mandatory or non-

mandatory is reflected in the language of the guidelines themselves. Where the guidelines are 

written in mandatory language (e.g., BC Hydro “will” file), then BC Hydro will comply with the 

                                                      
5
 CEC Final Submission, p. 1  

6
 CEABC Final Submission, p. 29. 
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guidelines or, as indicated in the guidelines, BC Hydro will identify and explain any departures 

from the guidelines.  Where the guidelines are written in non-mandatory language, they 

indicate what “may” occur and describe a general policy or practice which is beneficial for 

transparency, accessibility and consistency.7   

6. Although guidelines are non-binding, they cannot be openly flouted or ignored.  For 

example, public utilities generally comply with the BCUC’s 2015 CPCN Guidelines. While it may 

not be possible to comply with every item in the guidelines in every application, the guideline’s 

requirements are not ignored even though they are “non-binding”.  The same is true with 

respect to other guidelines issued by the BCUC.  For example, if the 2018 Guidelines are 

approved, BC Hydro will file major project applications for projects above the stated major 

project filing thresholds. BC Hydro will not consider afresh the appropriate major project 

threshold for every project, but will instead look to the 2018 Guidelines to determine whether 

it should file a major project application. Similarly, if the 2018 Guidelines are approved, BC 

Hydro will know that it needs to include certain information in its revenue requirements 

applications (“RRAs”) for them to be acceptable to the BCUC. This insight is helpful to BC Hydro 

as the BCUC’s filing expectations will be more clearly set out, with the understanding that 

further information may be required or needed in a given proceeding. 

(b) Future Process for Guidelines  

7. BC Hydro does not support an ongoing process to develop or improve upon the 2018 

Guidelines, as some interveners suggest.8 The existing proceeding has spanned over three 

years.  In BC Hydro’s view, this proceeding needs to be brought to a resolution. Regulatory 

certainty and finality is a desirable outcome for BC Hydro and all parties.  The proposed 2018 

Guidelines are rooted in the key provisions of the Utilities Commission Act (“UCA”) and are at 

the appropriate level of detail to be useful as guidelines.  BC Hydro submits that they should be 

                                                      
7
 The Independent review of the BCUC Final Report also noted that guidelines are “generally useful, effective, and 

particularly helpful to those new to the Commission.”: see BC Hydro Final Submission, p. 25. 
8
 See in particular, BCOAPO Final Submission, p. 17; CEABC Final Submission, p. 2; CEC Final Submission, p. 2; and 

MoveUp Final Submission, p. 13. 
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approved and that BC Hydro should then operate under the guidelines for some time before 

they are revisited.   

8. While the workshop-type environment has worked well in the current proceeding, BC 

Hydro is not supportive of extending the current proceeding further with a continued workshop 

or other process for the following reasons: 

(a) This proceeding has facilitated a prolonged dialogue on a considerable range of 

issues related to the BCUC’s oversight over BC Hydro’s capital expenditures and 

projects. BC Hydro considers the process to have been comprehensive, resulting 

in guidelines that are substantially improved compared to the 2010 Guidelines.  

BC Hydro submits any further process will have significantly diminishing returns.  

(b) Further engagement between BC Hydro’s and the CEC’s proposals is not feasible 

given that BC Hydro’s and CEC’s views are too far apart and BC Hydro has too 

many fundamental objections to CEC’s approach to result in any meaningful 

outcome.   

(c) The submissions of the CEC and CEABC demonstrate that some interveners are 

motivated by their beliefs regarding BC Hydro’s capital investment decisions, 

rather than developing guidelines for BCUC oversight. Attempting to collaborate 

in this context is difficult, if not impossible.   

(d) BCOAPO’s submission that the 2018 Guidelines do not go far enough in providing 

information to the BCUC9 suggests a fundamental misconception of the purpose 

of guidelines.  The guidelines should not be designed to prescribe all information 

that is to be provided to the BCUC, but provide the basic framework for 

oversight and minimum or key filing requirements.  

                                                      
9
 BCOAPO Final Submission, p. 17. 
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(e) Attempting to expand the scope of the guidelines will also expand the scope of 

potential disagreement amongst the parties. BC Hydro submits that significant 

expansion of the guidelines is neither feasible nor warranted. 

9. Therefore, BC Hydro does not support an ongoing or indefinite process to develop or 

expand the guidelines.   

10. BC Hydro suggests that any formal process to refresh the 2018 Guidelines should 

generally take place every ten years. Each regulatory proceeding will be a test of the guidelines. 

It should become apparent over time whether the guidelines are appropriate or need to be 

changed.  If the 2018 Guidelines need to be refreshed, a proceeding could be initiated to do so.   

C. BCUC Review of Capital Investments Before and After Implementation 

(a) BCUC Oversight of BC Hydro’s Capital Spending is Effective and Efficient 

11. Contrary to the CEABC’s submission, historical capital spending levels and rates are 

consistent with effective BCUC oversight, and do not indicate that the BCUC has not been as 

effective as it could be at “controlling capital-driven rate increases”.10 Effective BCUC oversight 

includes approving capital expenditures that are needed to provide service to customers and 

approving rates that recover the utility’s cost of service. Past rate increases to recover 

prudently incurrent capital costs were approved and are just and reasonable. 

12. In support of its argument, CEABC describes the examination of major capital projects 

through CPCN applications as “amount[ing] to only about 10% of the more than $20 billion that 

BC Hydro has spent over the past decade”.11 Going forward, BC Hydro anticipates that 20 to 30 

per cent of its annual non-exempt capital expenditures will be reviewed in major project 

applications over the next ten years.12 None of the interveners took issue with BC Hydro’s 

proposed major project filing guidelines, and MoveUP, BCSEA and BCOAPO consider them to be 

                                                      
10

 CEABC Final Submission, p. 4. 
11

 CEABC Final Submission, p. 4. 
12

 Exhibit B-16, BCUC IR 2.18.8.1. 
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reasonable.13 The 2018 Guidelines will result in a reasonable portion of BC Hydro’s capital 

investment being subject to a CPCN or section 44.2 review process, which will facilitate 

effective BCUC oversight. 

(b) Retrospective Review Creates a Strong Incentive for Prudency  

13. BC Hydro does not agree with CEABC’s assertion that the only reasonable time for the 

BCUC to exercise oversight is “prior to a capital spending decision being made”14 or MoveUp’s 

claim that a prudence review is a “weak instrument”.15 The 2018 Guidelines recognize the 

importance of effective and efficient prospective oversight (i.e., prior to project 

implementation).  As BC Hydro has outlined in its Final Argument, the BCUC has a variety of 

processes to review projects prospectively, primarily through major project proceedings.16 

However, retrospective (prudence) reviews are another mechanism by which the BCUC 

exercises regulatory oversight over BC Hydro’s capital investments.  BC Hydro has described the 

BCUC’s role regarding retrospective reviews of BC Hydro’s capital, including how this type of 

review creates a strong incentive for BC Hydro to act prudently.17   

(c) Material Changes Affecting Project Need 

14. BCOAPO requests that BC Hydro clarify that a prudence review can include the review of 

need where there is a material change in circumstance.18 BC Hydro recognizes that the scope of 

a prudence review can extend beyond project execution; potentially in cases where there have 

been material changes in circumstances. The point being made in BC Hydro’s guidelines was 

that a review of project execution should normally await completion of the project, as that is 

when project outcomes are known.  The 2018 Guidelines do not seek to define the scope of a 

prudence review, but were focussing on the common pattern where the need of a project is 

reviewed prospectively, and execution of a project is reviewed retrospectively.  BC Hydro has 

                                                      
13

 BCSEA Final Submission, p. 17; MoveUp Final Submission, p. 8; BCOAPO Final Submission, p. 14. 
14

 CEABC Final Submission, p. 5. 
15

 MoveUp Final Submission, p. 11. 
16

 BC Hydro Final Submission, pp. 26-27. 
17

 Exhibit B-15, p. 16. 
18

 BCOAPO Final Submission, p. 10. 
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sought to incorporate the most common elements of review into the 2018 Guidelines, and 

believes it has struck the right balance of detail in its guidelines. 

D. Content of Revenue Requirements Applications 

(a) Public Interest Thresholds Strike the Appropriate Balance 

15. BC Hydro has indicated its willingness to provide as part of future RRAs a qualitative 

discussion of potential public interest matters for extension projects above $20 million.19 

BCOAPO considers the inclusion of this information to be a useful addition that would improve 

regulatory efficiency and effectiveness, but submits that the information should be provided for 

extension projects greater than $5 million rather than $20 million.20 

16. Providing a public interest discussion for projects that meet the Appendix J threshold of 

$20 million will focus the BCUC’s review to those projects that will have the greatest impact on 

rates and are more likely to have public interest implications with respect to the environment, 

First Nations or communities / stakeholders. In the context of BC Hydro’s capital plan, projects 

under $20 million are numerous, are generally smaller in scope relative to projects that meet 

the Appendix J threshold, and therefore, tend to have less significant public interest 

implications. Adopting the BCOAPO’s proposed threshold of $5 million would significantly 

increase the number of projects for which BC Hydro would need to provide a public interest 

discussion21 and would be unnecessarily burdensome without adding significant value to the 

BCUC’s assessment with respect to the need for a CPCN filing. The $20 million threshold for 

extension projects proposed by BC Hydro therefore strikes the appropriate balance between 

regulatory efficiency and effectiveness. 

(b)  Review in Revenue Requirements Applications Should Focus on Capital Additions 

17. In considering a RRA, CEC, BCOAPO and CEABC take issue with BC Hydro’s view that the 

BCUC should “focus” its review on capital additions in the test period.22 BC Hydro does not 

                                                      
19

 Exhibit B-16, BCUC IR 2.19.3 and 2.19.4.  
20

 BCOAPO Final Submission, p. 8. 
21

 See, for example, Appendix J of the F2020-F2021 RRA (Exhibit B-1). 
22

 CEABC Final Submission, p. 4; CEC Submission, pp. 8-9; BCOAPO Submission, p. 6. 
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agree with the intervener’s characterization of its position as being that the BCUC should 

“confine”23 its attention to capital additions or there should be a “limitation”24 on the scope of 

the BCUC’s review.  In fact, BC Hydro files information on both capital expenditures and 

additions in its RRAs for the BCUC’s review.  BC Hydro’s position is that the BCUC should focus 

its review on capital additions as this is consistent with the BCUC’s primary task in a RRA, which 

is to set rates for the test period.25 As the record in a RRA proceeding demonstrates, extensive 

information is reviewed that is not directly tied to rates in a test period. However, as setting 

rates is the ultimate outcome of the proceeding, the BCUC must focus on those factors that 

impact rates.  

18. BCOAPO argues that capital expenditures should be reviewed because by the time of 

the next RRA they may become “committed” investments.26 This argument is based on a 

mistaken assumption.  Projects can be reviewed in a RRA whether they are categorized as 

mandatory, committed or to be prioritized. Projects that are committed are not immune from 

BCUC review. 

19. In BC Hydro’s view, focussing on capital additions ultimately fosters a more meaningful 

and substantive review process.  Rather than focussing on projects at an early stage that have 

no impact on rates, it is more effective and efficient to wait until a later RRA when the project 

has reached a more advanced phase and more complete information is available.27 

(c) BC Hydro’s Current Historical Variance Explanations are Reasonable  

20. BCOAPO submits that BC Hydro’s RRAs should include a variance report showing the 

difference between actual and planned capital additions for the previous test period to 

determine whether the capital additions are reasonable for inclusion in the current period’s 

                                                      
23

 CEABC Final Submission, p. 4. 
24

 BCOAPO Final Submission, p. 6. 
25

 See response to Exhibit B-16, BCUC IR 2.36.4 which outlines why BC Hydro is of the view that a focussed review 
of capital additions in a RRA promotes regulatory efficiency and is consistent with the BCUC’s rate setting role. 
For example, forecast capital expenditure in one test period will become forecast capital additions in 
subsequent test periods, reviewing capital expenditures would result in redundant reviews. 

26
 BCOAPO Final Submission, p. 9. 

27
 Exhibit B-16, BCUC IR 2.36.4. 



- 12 - 

301539.00016/93540413.3 

rates.28  BC Hydro considers its current practice of reporting historical variances in an Appendix 

to its RRAs (see, for example, Appendix G in the F2020-F2021 RRA) to be reasonable and 

sufficiently substantive, and consistent with the type of assessment being undertaken by the 

BCUC.  As stated in response to BCOAPO IR 2.40.1:29 

In an RRA, the BCUC assesses the reasonableness of BC Hydro’s overall capital 

expenditures and additions in the test period and is not explicitly approving each 

project’s total cost. Therefore, the variance explanation provided in Appendix K 

of the Fiscal 2017 to Fiscal 2019 RRA, and Appendix G of the Fiscal 2020 to Fiscal 

2021 RRA, is the annual capital expenditure and addition variances by capital 

expenditure category as opposed to a project’s total forecast cost variances. The 

focus is on the annual capital spending and additions in the test period as these 

amounts are the new impacts to rates going forward.  

The BCUC and interveners can request additional information on any individual 

project’s total forecast cost variance through the information request process.  

For Major Projects that have been the subject of a CPCN or section 44.2 

application, BC Hydro also provides variance explanations for the project’s total 

capital expenditures and schedule (which impact timing of capital additions) as 

part of project-specific compliance reports to the BCUC. 

21. For these reasons, BC Hydro submits that its current variance reporting practice in its 

RRA is reasonable, recognizing that further information can always be requested through the 

information request process.  

(d) Risk and Value Scores May Confuse Rather than Clarify the Record 

22. In reply to BCOAPO’s submission that risk and value scores should be included in BC 

Hydro’s RRA, BC Hydro considers risk and value scores to be an input into the prioritization of 

individual projects,30 and not a “specific result” or “common basis for evaluation” as 

characterized by BCOAPO.31 Risk and value scores demonstrate that BC Hydro has an 

appropriate enterprise capital planning process and prioritization framework in place. This 

                                                      
28

 BCOAPO Final Submission, p. 9. 
29

 Exhibit B-16. 
30

 Exhibit B-16, BCOAPO IR 2.34.2. 
31

 BCOAPO Final Submission, p. 10. 
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framework ensures there is a common approach to planning, prioritizing and governing 

investments across the company. However, the prioritization process takes into account a 

number of inputs beyond these scores, including resource and outage constraints, as well as 

the coordination and execution of projects comprising the investments.32 

23. As BC Hydro has explained (and BCOAPO acknowledges33), these scores are not a 

standalone tool for capital investment decision making.34 Consequently, they are only useful 

when reviewed in conjunction with other evidence.  If considered in any other way, they would 

only serve to confuse rather than clarify the record in a RRA. Nonetheless, in response to BCUC 

IR 2.35.2, BC Hydro noted that it has provided this information in response to information 

requests in the past two revenue requirements proceedings, and is amenable to adding this 

information to Appendix I in future RRAs.35  

E. Major Project Filings 

(a) BCUC’s has the Discretion to Direct a CPCN for Any Extension Project 

24. BCOAPO submits that the 2018 Guidelines should explicitly acknowledge that the BCUC 

has the discretion to direct that a CPCN is required for any extension project.36 BC Hydro is 

amendable to adding such a statement to the guidelines. 

(b) Section 44.2 Approvals Are Properly Connected to the Rate Setting Process 

25. MoveUP’s characterization of section 44.2 acceptances as being “disembodied from the 

underlying project” and “merely inferential” in nature is not accurate.37 BC Hydro has filed and 

the BCUC has reviewed numerous section 44.2 applications. To date, this process has 

functioned well. The proposed expenditures have been firmly linked to a specific project 

through the detailed evidence filed. When the BCUC accepts that the expenditures on a 

particular project are in the public interest, this determination feeds directly into the rate 

                                                      
32

 Exhibit B-16, BCUC IR 2.35.2. 
33

 BCOAPO Final Submission, p. 10. 
34

 Exhibit B-16, BCOAPO IR 2.34.2. 
35

 Exhibit B-16. 
36

 BCOAPO Final Submission, p. 11. 
37

 MoveUp Final Submission, p. 11. 
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setting process when BC Hydro seeks to recover those expenditures in rates.  Barring significant 

project changes following an accepted section 44.2 application, it is reasonable to expect that 

the BCUC will permit recovery in rates of project expenditures that it has previously accepted 

are in the public interest.  

F. Programs of Projects 

(a) The Categorization of Projects into a Program is Not Reviewable 

26. MoveUp submits that BC Hydro’s decisions to categorize projects as part of certain 

programs should be subject to BCUC approval.38 BC Hydro’s decision to group projects in a 

program is a management decision that is not subject to BCUC approval: there is no section 

under the UCA under which BC Hydro could seek such approval. 

27. BC Hydro has proposed that projects in a program will be identified and a summary of 

the program be available for review in an appendix to the RRA.39  MoveUP states that it “is 

satisfied that BC Hydro has incorporated useful refinements to avoid inappropriate project 

disaggregation for oversight purposes.”40  BC Hydro does not see any need for further process 

around the grouping of projects into programs. 

(b) Programs with a Single Business Case 

28. BCOAPO generally accepts BC Hydro’s proposal with respect to the review of individual 

projects within a program through RRAs or, if applicable, major project applications, but 

submits that programs with a single business case for all stages of its lifecycle should be 

reviewed and approved at the program level.41  As discussed in BC Hydro’s Revised Proposal, a 

Program of Projects that has a single business case consists of a collection of low-risk, 

repeatable projects.42  Consistent with the BCUC’s 2015 CPCN Guidelines, BC Hydro submits 

that major project filings should be reserved for significant projects which raise more complex 

                                                      
38

 MoveUp Final Submission, p.  10. 
39

 Exhibit B-7, Revised Proposal, p. 48; Exhibit B-16, BCUC IR 2.38.1. 
40

 MoveUp Final Submission, p. 10. 
41

 BCOAPO Final Submission, p. 15. 
42

 Exhibit B-7, Revised Proposal, p. 47. 
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issues for BCUC review and determination.  For this reason, a CPCN-like review of a collection of 

low-risk, repeatable projects would not be warranted.43 

(c) First Project of Program or Strategy  

29. BCOAPO submits that the first project of a program or a strategy should be identified by 

BC Hydro in its RRA.44  BC Hydro’s proposal is that all projects above the $5 million thresholds in 

a RRA that are associated with a program or strategy will be identified and the program or 

strategy summarized.45 In this way, programs and strategies will be identified in an RRA as soon 

as a project related to the program or strategy is included in Appendix I of the RRA.  This 

ensures a sufficiently early stage for BCUC review of programs and strategies in an RRA. 

G. Annual Reports 

(a) Annual Report Not Suitable for Prudence Review Process 

30. The CEC claims that the RRA does not provide an opportunity to review prudence and 

suggests that this may be done in the Annual Report instead.46 The Annual Report is a 

compliance filing that allows the BCUC to undertake a high review of project costs, but does not 

include a public review process. As such, it is not suitable for a prudence review mechanism. As 

BC Hydro has submitted, the review of prudence can take place in the RRA or in a separate 

process if the BCUC determines it is warranted.47 The Annual Report may inform such a 

determination. 

                                                      
43

 Exhibit B-7, Revised Proposal, p. 49. 
44

 BCOAPO Final Submission, pp. 15-16. 
45

 Exhibit B-7, Revised Proposal, pp. 48 and 54. 
46

 CEC Final Submission, paragraph 286. 
47

 BC Hydro Final Submission, para. 74. 
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H. Resource Planning Matters Can Be Pursued in Relation to the Integrated Resource Plan 

(a) The BCUC has Issued Resource Planning Guidelines 

31. In response to the CEC’s submission that the 2018 Guidelines should include how BC 

Hydro’s IRP should be assessed,48 the BCUC has already issued resource planning guidelines.49 

Therefore, there is no need for the 2018 Guidelines to address this matter.   

32. In response to the CEC’s recommendation that the BCUC give direction to BC Hydro 

regarding the historical strengths and weaknesses of the IRP,50 BC Hydro submits that there is 

an insufficient evidentiary record or foundation to support the CEC’s recommendations.  The 

historical development of the IRP was not included in the BCUC’s scoping document for this 

proceeding, and BC Hydro submits that it is unrelated to the BCUC’s oversight over BC Hydro’s 

capital expenditures and projects. 

(b) CEABC’s “Intrinsic Shortcomings” are Inaccurate and Related to Resource Planning Not 
BCUC Oversight 

33. CEABC submits that BC Hydro’s decision making system surrounding capital 

expenditures suffers from a number of “intrinsic shortcomings” which relate to the “overall 

system” of decision making.51 The CEABC generally cites no evidence to support its 

propositions, and has filed no evidence in this proceeding to demonstrate they have any 

expertise in the matters of capital management, planning and engineering over which its 

submissions range.  BC Hydro submits that the CEABC’s submissions should be given little 

weight.  

34. Moreover, CEABC’s submissions on the “intrinsic shortcomings” generally relate to 

integrated resource planning and are not relevant to this proceeding.  They do not relate to the 

BCUC’s oversight over capital investments, but are instead aimed at modifying “BC Hydro’s 

                                                      
48

 CEC Final Submission, para. 222. 
49

 2003 Resource Planning Guidelines. Online: https://www.bcuc.com/Documents/Guidelines/RPGuidelines_12-
2003.pdf 

50
 CEC Final Submission, para. 230. 

51
 CEABC Final Submission, p. 5. 
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overall system of planning”.52  BC Hydro submits that this proceeding is not the forum in which 

any determination on integrated resource planning should or could reasonably be made.  

CEABC’s arguments are best pursued in relation to BC Hydro’s integrated resource plan, which 

is now subject to BCUC oversight and will be filed in 2021. 

35. BC Hydro responds briefly to each of the shortcomings identified by CEABC below. 

 (1) Revenue Generation: BC Hydro disagrees with CEABC characterization that BC Hydro 

is emphasizing the wrong kind of revenue generation.53  BC Hydro is appropriately 

focused on providing service to customers by balancing affordability, system 

performance and safety.54 The evidence filed in the F2020-2021 RRA also demonstrates 

that BC Hydro is actively taking steps to respond to goals developed by government, 

including electrification opportunities to reduce GHG emissions.55    

 (2) Load Forecasts: CEABC’s submissions regarding BC Hydro’s passive response to load 

requests are inaccurate and not relevant to this proceeding.56 BC Hydro builds 

transmission in response to customer requests and other needs.  For example, BC Hydro 

is adding new transmission to reduce greenhouse gas emissions by serving gas 

production facilities in BC through the Peace River Electrification Service project 

(“PRES”).57 

 (3) Evaluation of Alternatives: CEABC’s submissions on BC Hydro’s evaluation of 

alternatives are incorrect, misleading and irrelevant to this proceeding.58 BC Hydro’s 

long-run marginal cost (“LRMC”) assumption is outdated as indicated in the F2021-

                                                      
52

 CEABC Final Submission, p. 21.  
53

 CEABC Final Submission, p. 5. 
54

 Exhibit B-1, F2020-2021 RRA, Chapter 6, Section 6.3.2. 
55

 Exhibit B-1, F2020-2021 RRA, Appendix Y: Low Carbon Electrification Program, pdf. p. 2245; Exhibit B-5, F2020-
2021 RRA, BCUC IR 1.119.2; Exhibit B-6, F2020-F2021 RRA, BCSEA IR 1.54.1. 

56
 CEABC Final Submission, p. 9. 

57
 Exhibit B-1, F2020-2021 RRA, Appendix J, pp. 71-72.  

58
 CEABC Final Submission, p. 11. 
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F2021 RRA, but BC Hydro is not currently using the LRMC for decision making as it is in a 

surplus position.59 

 (4) Approach to Capital Expenditures: CEABC’s submission that BC Hydro approaches 

capital expenditures on a piecemeal basis is again incorrect and misleading.60 CEABC 

cites no evidence for its claims and they are contradicted by the evidence on the record. 

BC Hydro creates a business case or justification document for all of its capital 

projects,61 and considers need and evaluates alternatives for all projects where there 

are alternatives available (i.e., not just those projects that require a CPCN).62 Chapter 6, 

Section 6.3, of BC Hydro’s F20-F21 RRA sets out in detail BC Hydro’s governance and 

enterprise capital planning processes.  Further, as set out in BC Hydro’s Rebuttal 

Evidence, BC Hydro has mature asset management practices that are aligned with 

industry best practices.63  

 (5) Approach to Bridge River System Expenditures: CEABC’s characterization of BC 

Hydro’s approach to management of the Bridge River system as “piecemeal” is 

incorrect.64  BC Hydro’s approach to managing the Bridge River system is prudent while 

maximizing the economical return of this key asset, which is in the interest of 

customers.  Section 2.2 of Appendix K of the F2020-F2021 RRA provides an overview of 

BC Hydro’s generation system.  As stated there:  

BC Hydro has adopted life cycle asset management practices as its 

approach to managing generating assets. The objective is to maximize the 

economic return on physical assets over their life by achieving desired 

performance outcomes, while effectively managing the risks inherent in 

owning, managing and operating a large asset base.   

                                                      
59

 Exhibit B-6, F2020-F2021 RRA, Chapter 10, Section 10.5.3, pp. 10-29 to 10-30. 
60

 CEABC Final Submission, p. 12. 
61

 Exhibit B-16, BCUC IR 2.26.2. 
62

 E.g., Exhibit B-1, F2020-F2021 RRA, Chapter 6, Sections 6.4.7.7 and 6.4.7.8. 
63

 Exhibit B-15, pp. 27-31. 
64

 CEABC Final Submission, p. 13. 
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The Bridge River generating stations 1 and 2 together constitute one of seven key 

facilities that together generate approximately 90 per cent of BC Hydro’s annual average 

energy supply. BC Hydro has a facility asset plan for Bridge River, which is summarized 

on page 7 of Appendix K of the F2020-2021 RRA. The summary of the asset plan 

describes the approximately $100 million in work done over the past 10 years, and the 

work planned for the short, medium and long term at the facility. Projects associated 

with the plan are identified in Appendix I of the F2020-2021 RRA.65  

 (6 and 7) Asset Management: In reply to CEABC’s characterization of BC Hydro’s 

assessment of alternative management strategies as being “internally focussed”,66 BC 

Hydro’s capital planning and delivery processes include the assessment of alternatives 

and other steps as described in detail in Chapter 6 of the F2020-F2021 RRA.67  BC 

Hydro’s assessment of alternatives is broad and is being undertaken at the appropriate 

time in the project lifecycle.68  BC Hydro submits that the assessment of alternative 

generation resources is an integrated resource planning issue that has not been 

canvassed in this proceeding and is not within scope.  As noted above, arguments 

related to resource planning are best pursued in relation to BC Hydro integrated 

resource plan, which is now subject to BCUC oversight. 

(c) CEABC’s Recommended Amendments to the Guidelines are not Suitable as Guidelines 

36. CEABC has proposed specific amendments to BC Hydro’s 2018 Guidelines related to 

always assessing a “broad range of alternatives” and estimating incremental electricity sales 

and other factors.69 These proposals reflect CEABC’s interest in IPP resources.70 It would be 

inappropriate to add content to the 2018 Guidelines related to how BC Hydro should manage 

or plan its capital projects, or that are aimed at shaping BC Hydro’s capital investment decisions 

to favour a particular outcome. 

                                                      
65

 Exhibit B-1, F2020-2021 RRA, Appendix K, p. 7. 
66

 CEABC Final Submission, p. 14-15. 
67

 E.g., Exhibit B-1, F2020-F2021 RRA, Chapter 6, Sections 6.4.7.7 and 6.4.7.8. 
68

 E.g., see Exhibit B-4, CEABC IR 1.17.  
69

 CEABC Final Submission, pp. 19-20. 
70

 Exhibit C5-1.  
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37. Further, CEABC’s proposed amendments to the 2018 Guidelines also do not fit for all 

projects and programs.  For example, wood pole replacement and other work programs do not 

need to consider a broad range of alternatives or estimate incremental electricity sales, etc.  An 

estimate of incremental revenues (which CEABC proposes should always be conducted) is also 

not relevant to many projects and programs, such as many projects that are required to 

maintain existing assets. As the guidelines should be generally applicable, the CEABC’s proposal 

should not be accepted.   

38. For these reasons, BC Hydro does not recommend that the BCUC adopt CEABC’s 

proposed additions to the 2018 Guidelines. CEABC’s concerns relate to BC Hydro’s integrated 

resource planning process and could be pursued in that context. 

(d) CEABC’s General Strategic Planning Remedies Should be Rejected 

39. CEABC urges the BCUC to take a more proactive role in BC Hydro’s strategic planning, 

relying on the evidence of Mr. Thomson in support of this proposition.71 In reply, the BCUC is a 

creature of statute and its role is defined by the UCA.  As an outcome of the Government 

Review, the BCUC will now be reviewing BC Hydro’s Integrated Resource Plan pursuant to 

section 44.1 of the UCA.  BC Hydro has also addressed how strategies can be assessed in major 

project and revenue requirements applications.72  However, beyond the integrated resource 

plan, a strategy is not subject to any BCUC approval or acceptance under any section of the 

UCA.   

40. The evidence of Mr. Thomson quoted by CEABC on pages 21-22 of its submission refers 

to the assessment of drivers of capital and strategies, but does not describe any expansion of 

the BCUC’s role.  The BCUC already can and does assess strategies and drivers of capital as part 

of its role in approving just and reasonable rates in RRAs or determining that projects are in the 

public interest in major project proceedings.  There is therefore no need or authority for any 

expansion of the BCUC’s role in relation to strategic planning.  

                                                      
71

 CEABC Final Submission, pp. 20-22. 
72

 BC Hydro Final Submission, p. 53. 
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41. For the same reasons, BC Hydro cannot agree to the CEABC’s proposed process 

regarding the “evaluation of the strategic planning and capital decision making process at BC 

Hydro.”73 The BCUC can review and approve BC Hydro’s integrated resource plan, major capital 

projects and rates (amongst other things). However, BC Hydro’s strategic planning and capital 

decision making process are internal management functions that are the responsibility of BC 

Hydro. BC Hydro has demonstrated, through third party reviews, that its governance process 

are mature as measured by international best practices74 and have been successful in managing 

the capital portfolio in accordance with its Service Plan performance measures.75  While BC 

Hydro can and will continue to provide information to the BCUC on its strategic planning and 

capital decision making process, the BCUC does not have jurisdiction to initiate the CEABC’s 

proposed process to review and modify BC Hydro’s overall strategic planning and decision 

making process.  

I. The CEC’s Proposed Upgrades to the 2018 Guideline Changes are not in the Nature of 
Guidelines 

42. The CEC’s list of “upgrades” to BC Hydro’s proposed 2018 Guidelines on page 25 of its 

Final Argument are not in the nature of guidelines.  For example, the CEC recommends the 

addition of a “chapter” on the nature of benefits related to BC Hydro’s capital expenditures, 

where each group within BC Hydro provides its understanding of the benefits of the 

expenditures its makes, the issues they address and so on.76  This does not describe a guideline.  

The inclusion of the information that the CEC lists would result in a detailed discussion of 

matters related to BC Hydro’s capital planning and management processes.  This type of 

information is already provided in BC Hydro’s revenue requirement and other applications.   It 

would also be inappropriate to include matters related to how BC Hydro should manage its 

                                                      
73

 CEABC Final Submission, p. 2. 
74

 Third party reviews include those by the Office of the Auditor General of B.C., Claudia M. Baca Project 
Management Consultant, Project Management Institute and PricewaterhouseCoopers (PwC): see Exhibit B-15, 
pp. 29-31. 

75
 BC Hydro’s Service Plan performance measures set four goals related to Reliable and Responsive Service, 

Affordability, Commitment to Clean Power, and Safety. All of which allows BC Hydro to ensure its capital plan 
is achieving the desired results: see Exhibit B-15, p. 34; Exhibit B-16, CEC IR 2.4.2, 2.19.2, 2.20.1. 

76
 CEC Final Submission, paragraph 167(a). 
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capital in the guidelines. Therefore, BC Hydro cannot support the CEC’s proposed additions to 

the 2018 Guidelines.  

PART THREE: REPLY TO CEC’S PROPOSED PROCESS 

A. Introduction 

43. In this section BC Hydro responds to the CEC’s argument related to its proposed annual 

capital filing process. BC Hydro submissions make the following key points in reply to the CEC:  

(a) In reply to the CEC’s view that the Phase 1 Government Review signals a 

direction from Government to increase regulatory oversight in a manner 

consistent with the CEC’s evidence, the Phase 1 Government Review resulted in 

specific changes to legislation to increase BCUC oversight, including returning the 

integrated resource plan to BCUC’s review. 

(b) In reply to the CEC’s view that the review of major project applications could be 

substantially improved by the CEC’s proposal, BC Hydro submits that the BCUC 

updated its guidelines regarding CPCN applications relatively recently (in 2015) 

and that major project proceedings have been functioning well and as intended. 

(c) In reply to the CEC’s views that the BCUC should increase its understanding by 

requiring BC Hydro to file certain information annually, the CEC has not shown 

that the BCUC has a lack of understanding, and the BCUC’s existing processes 

already provide ample opportunities for information gathering, and increasing 

understanding if the BCUC believes this is needed. 

(d) In reply to the CEC’s submission that the collection of information is within the 

jurisdiction of the BCUC, BC Hydro’s concern with the CEC’s proposal is that it 

goes beyond the collection of information, to the development of metrics that 

are in fact aimed at influencing how BC Hydro should plan and manage its 

capital. 
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(e) In reply to the CEC’s submissions reflecting Mr. Craig’s particular views about 

how BC Hydro should be managing its capital, BC Hydro has and will continue to 

improve its capital management processes; however, this proceeding is focussed 

on how the BCUC exercises oversight through the powers invested in it through 

the UCA, rather than how BC Hydro should manage its capital investments.   

(f) In reply to the CEC’s submission that the BCUC should be ensuring that BC Hydro 

“optimizes” its capital portfolio, strategies and plans, BC Hydro as a matter of 

course seeks to provide the best value to customers through its capital 

investments; however, the BCUC’s role in overseeing capital is defined by the 

UCA, namely, ensuring that rates are “just and reasonable” and that projects, 

expenditures and integrated resource plans are in the “public interest.” 

44. The CEC’s submissions often summarize, repeat or attempt to characterize BC Hydro’s 

evidence, most often without reference to the underlying exhibits.  BC Hydro has not sought to 

correct every mischaracterization of its evidence, but instead submits that the BCUC should rely 

on BC Hydro’s own evidence to understand BC Hydro’s processes and views, rather than CEC’s 

recitation of it.  In responding to the CEC, BC Hydro has sought to respond to the key issues and 

avoid repeating submissions already made in its Final Argument.  Therefore, silence on a 

particular statement of the CEC should not be taken as agreement.  

B. Government Review Resulted in Specific Enhancements to BCUC Oversight 

45. Contrary to the CEC’s submission,77 the Government Review did not signal a direction 

from Government to increase regulatory oversight in manner consistent with the CEC’s 

evidence.  There was no change in legislation or direction to institute an annual filing designed 

to create cost effectiveness metrics as the CEC proposes.  Rather, the Government Review 

resulted in specific changes to legislation to increase BCUC oversight, including returning the 

integrated resource plan to the BCUC’s review.78 
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 CEC Final Submission, para. 14. 
78

 Exhibit B-16, BCSEA IR 2.17.1 and Attachment 1 to that response. 
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C. Major Projects Proceedings are Functioning Well and are Already the Subject of BCUC 
Guidelines 

46. BC Hydro submits that there is no foundation for the CEC’s view that the review of 

major project applications could be substantially improved by its proposal.79 The record in this 

proceeding does not show any sign that the BCUC’s process for reviewing CPCN or section 44.2 

applications is deficient. The BCUC updated its guidelines regarding CPCN applications relatively 

recently in 2015.80  BC Hydro’s 2010 Guidelines and proposed 2018 Guidelines indicate that BC 

Hydro will follow those guidelines for both CPCN and section 44.2 applications.81  In BC Hydro’s 

submission, the conclusion that can be drawn from this proceeding is that the BCUC has issued 

guidelines for CPCN applications, and that major project proceedings have been functioning as 

intended.  

D. Existing Processes Provide Access to Information and Can be Adjusted As Needed 

47. A key theme of the CEC’s submission is that the BCUC needs a new process to obtain 

more information on BC Hydro’s capital investments and management.82  For example, the CEC 

states at paragraph 163 of its final argument:  

The CEC’s proposition is that the Commission’s understanding of the context for 

its regulatory oversight role for rates and capital spending approvals can be 

better informed if the Commission develops a better understanding of the 

relevant information. 

48. BC Hydro’s response to the CEC’s proposition is threefold.  

49. First, the BCUC already has ample opportunities to collect information, as the size of the 

evidentiary record in BC Hydro proceedings demonstrates.  BC Hydro already files extensive 

information with the BCUC in various applications and filings, and the BCUC’s existing processes 
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 CEC Final Submission, para. 33. 
80

 The BCUC’s 2015 CPCN Application Guidelines are online: 
https://www.bcuc.com/Documents/Guidelines/2015/DOC_25326_G-20-15_BCUC-2015-CPCN-Guidelines.pdf 
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 Exhibit B-7, Revised Proposal, Appendices A and B. 
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 CEC Final Submission, para. 21. 



- 25 - 

301539.00016/93540413.3 

provide processes through which information is gathered.83 In this regard, BC Hydro notes that 

the CEC mischaracterizes BC Hydro’s position as being that the “Commission’s understanding of 

BC Hydro should be limited to assessing the Service Plan.”84  BC Hydro’s Revised Proposal in this 

proceeding and the content of its F2020-F2021 RRA show the level of information that BC 

Hydro provides to the BCUC, which goes well beyond the Service Plan.   

50. If there is a desire to increase understanding, the BCUC’s existing processes provide 

opportunities to do so.  For example, workshops can be held on specific topics or third-party 

experts can be retained to provide reports or advice.  As the BCUC has sufficient ability to 

gather information through its existing processes, and can adjust its processes as needed to 

address concerns, there is no need to institute an additional process to provide information to 

the BCUC.   

51. Second, the CEC has not shown that the BCUC lacks any understanding.  Nor has the CEC  

shown how a better understanding of relevant information (if indeed it is needed) can improve 

the BCUC’s regulatory oversight role.  For instance, Dr. Brown and Dr. Carpenter comment as 

follows:85 

Q23. Would an annual review of capital plans or the capital planning process 

improve Commission oversight of cost-effectiveness?  

A23. No. The CPCN and Section 44.2 processes already test the cost-

effectiveness of proposed projects, and the Commission is already able to review 

past expenditure for imprudence in the RRA. If BC Hydro’s capital planning 

process is defective and results in imprudence, the Commission already has the 

ability to ensure that imprudent spending is not reflected in rates. Furthermore, 

the RRA process provides the Commission with information about capital 

projects, including projects which do not reach the thresholds for requiring 

Commission approval. 

                                                      
83

 Exhibit B-15, p. 8.  
84

 CEC Final Submission, para. 131. 
85

 Exhibit B-15-1, pp. 15-16. 



- 26 - 

301539.00016/93540413.3 

Q24. Assume that BC Hydro’s planning process does not result in imprudent 

spending. Would it be possible for additional or improved Commission oversight 

to find ways of improving cost-effectiveness? 

A24. No. Cost-effectiveness concerns the selection of the right project in a given 

circumstance. That is addressed through the CPCN and Section 44.2 processes, 

and Mr. Craig’s evidence does not express concerns that these processes are not 

operating as intended. Cost control in relation to project implementation could 

perhaps be improved, but cost control is different from cost effectiveness, as we 

explained above. 

Q25. Would an annual reporting process improve cost control of project  

implementation? 

A25. Not in our opinion. Cost control is properly the function of utility 

management. It would not be efficient or effective for the Commission to 

second-guess management decisions on project implementation. To be effective 

in this role, the Commission would need to effectively duplicate the staff 

expertise that already resides in the utility.  This would be inefficient. Moreover, 

Commission involvement in project implementation could result in biases, such 

as avoiding innovation in favour of established technology or processes. 

52. Third, the CEC’s proposal does not offer the potential benefits to justify the significant 

increase in information filed and regulatory process.86  As BC Hydro has submitted, the volume 

of information filed with the BCUC in support of its applications is already significant and 

presents challenges for all parties to manage.  The CEC’s apparent premise that doubling up on 

the filing of information and regulatory process will lead to benefits is not substantiated.  There 

is in fact no evidence that the CEC’s proposal will achieve any savings for customers.87  To the 

contrary, in BC Hydro’s submission, the CEC’s proposal would result in the micromanagement of 

BC Hydro which is certain to result in an increase in costs for customers, an increase in system 

risk, and could delay the implementation of BC Hydro’s capital plan. 
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 Exhibit B-15, pp. 19-21. 
87

 Exhibit B-15, pp. 20-21, and Exhibit B-15-1, p. 17. 
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E. The CEC’s Proposal is about Influencing How BC Hydro Manages Capital, not the 
Collection of Information  

53. The CEC’s proposal is not actually about increasing understanding or information 

collection, as suggested at paragraphs 170 to 186 of its Final Submission, but is about creating a 

process by which BC Hydro’s management decisions can be influenced by predetermined cost 

effectiveness metrics.   

54. The CEC was clear in its evidence that it was proposing that information would be 

created to set standards and result in improvements to BC Hydro’s capital plan, with failure to 

satisfy the metrics resulting in disallowance of its costs.88  The CEC is more circumspect in its 

Final Argument, but the intent is still clear.  The CEC submits at paragraph 18, for instance, 

“that more current information and more detailed information can enable the BCUC in its 

oversight role to identify more efficiency and cost effectiveness opportunities on the part of BC 

Hydro.”  Further, at paragraphs 255: “it is important that the Commission exercise its oversight 

in all aspects of key decision-making” [emphasis added]. The CEC is ultimately not interested in 

collecting information, but using that process to intervene and change BC Hydro’s capital 

management process.   

55. As stated by Mr. Craig: “The Commission cannot seek to direct the management 

decision making process at BC Hydro.”89  As set out in BC Hydro’s Rebuttal Evidence and Final 

Argument, BC Hydro submits that the CEC’s proposal seeks to do just this.   

F. CEC’s Proposal is Driven by its Particular Views of Capital Management 

56. The CEC’s proposal is driven by Mr. Craig’s particular philosophy regarding how BC 

Hydro should manage it capital, as expressed in Mr. Craig’s filed evidence.  The CEC’s proposal 

is not driven by a lack of information as it is sometimes portrayed, but dissatisfaction with how 

BC Hydro manages its capital.  The opinions of Mr. Craig, however, are not in line with industry 

practice.90  In contrast, BC Hydro’s asset management approach is in line with best practices in 

                                                      
88

 Exhibit C3-13, CEC Response to BCUC IR 1.2, p. 6;  Exhibit B-15 , pp. 23-24. 
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 Exhibit C3-10. 
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 Exhibit B-15, p. 57. 
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the industry and has received endorsement by multiple third party reviews, including the 

Auditor General. As such, the fundamental driver of the CEC’s proposal is incorrect.  

57.  While the CEC’s Final Argument singles out some of BC Hydro’s initiatives for praise 

(e.g. BC Hydro’s new benefits realization process),91 the CEC expresses various levels of 

dissatisfaction with how BC Hydro manages its capital.92 In general reply to the CEC’s 

submissions, the CEC’s views do not reflect an industry standard approach to managing capital, 

while BC Hydro’s asset management practices represent a superior approach in line with 

industry best practice.93 As described in its Rebuttal Evidence, BC Hydro has made 

improvements in its capital management processes94 and is committed to continuous 

improvement.95  Third parties have recognized BC Hydro success in this regard.  The Auditor 

General’s audit report is an example.  As stated in BC Hydro’s Rebuttal Evidence:96 

In December 2018, the Office of the Auditor General of B.C. released an 

independent audit of Capital Asset Management in BC Hydro. The audit found 

that BC Hydro’s capital asset management systems and practices reached a 

generally advanced level of maturity. On page 17 of the report the Auditor 

General stated: “BC Hydro has a generally advanced level of maturity in asset 

management. Its success in this regard is a result of concerted effort over several 

years by a set of skilled professionals focused on ensuring that a reliable source 

of electrical power will be supported by a mature asset management practice.” 

The Auditor General also commented: “I am pleased to say that because BC 

Hydro is managing its assets well, we made no recommendations in this audit.” 

58. BC Hydro submits that the fundamental premise of CEC’s proposal, that BC Hydro’s 

capital management is deficient, is without merit.  
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 CEC Final Submission, para. 273. 
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 E.g., CEC Final Submission, paras. 126, 145, and 251-252. 
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 Exhibit B-15, p. 28. 
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 An example of BC Hydro’s improved practices include its benefits realization process for IT capital investments as 
detailed in section 6.2.3.2 of Chapter 6 of its F2020-F2021 RRA.   

95
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59. BC Hydro does not believe, however, that this proceeding should focus on debating the 

merits of particular approaches to managing capital. In BC Hydro’s submission, the 

responsibility for managing BC Hydro’s capital investments rests on BC Hydro and BC Hydro has 

demonstrated that it is exercising that responsibility to a high standard.97 

60. BC Hydro has sought to focus this proceeding on the processes by which the BCUC can 

exercise oversight over BC Hydro’s capital investments.  As described in BC Hydro’s Final 

Argument, these processes provide opportunities for the BCUC to test the outcomes of BC 

Hydro’s capital management decisions.  For instance, BC Hydro’s choice of cost-effective 

alternatives for projects can be tested in major project proceedings.  The prudence of BC 

Hydro’s capital investment decisions can be reviewed in RRA proceedings. BC Hydro’s 

strategies, plans and studies can also be reviewed in RRAs in the context of projects linked to 

those strategies, plans and studies.  Through these proceedings, BC Hydro’s analysis and 

planning supporting its decisions can be tested, which will inform the BCUC’s decisions on BC 

Hydro’s applications for approval of capital projects and expenditures and rates.  BC Hydro is 

confident that these proceedings will continue to demonstrate that it is managing its capital 

investments prudently for the benefit of customers.   

G. Optimization is Not a Governing Concept in the Utilities Commission Act 

61. Another theme of the CEC’s submission is that the BCUC should be ensuring that BC 

Hydro “optimizes” its capital portfolio, strategies, plans and projects.98 In reply, BC Hydro, as a 

matter of course, seeks to provide the best value to customers through its capital investments.  

In this sense, BC Hydro takes no issue with the CEC’s view that BC Hydro should be optimizing.  

This, however, is a matter of how BC Hydro manages its capital, not how the BCUC should be 

exercising its oversight over BC Hydro.   

62. The CEC’s position on optimization is not grounded in the BCUC’s roles as set out in the 

UCA.  The term “optimize” is not found in the UCA and is not the standard by which BC Hydro’s 

projects, expenditures and rates are judged.  The UCA refers to rates that are “just and 
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 Exhibit B-15, pp. 29-31. 
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 CEC Final Submission, paras. 108-11 and 264. 
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reasonable” and that projects, expenditures and integrated resource plans are to be in the 

“public interest.”  Dr. Brown and Dr. Carpenter thus comment:99 

Dr. Brown and Dr. Carpenter consider that it is not part of the Commission’s role, 

when approving BC Hydro revenue requirements, to “evaluate if the strategy is 

the best strategy available and whether or not it would optimize value to BC 

Hydro’s customers and the public interest”. In a revenue requirements 

application, the BCUC needs to assess whether prior expenditure proposed to be 

included in rates (i.e., BC Hydro’s rate base) was prudent. This assessment does 

not require the BCUC to examine BC Hydro strategies. 

… 

Dr. Brown and Dr. Carpenter are unsure of what is meant by “optimize the value 

from capital costs and benefits”. Dr. Brown and Dr. Carpenter provided a 

discussion of the concept of “cost-effectiveness” and the relevance of that 

concept to the BCUC’s approval processes in their evidence at Q/A 12. 

Furthermore, Dr. Brown and Dr. Carpenter consider that this concept is not 

relevant for evaluating prudence. When the BCUC reviews utility decision-

making for prudence, the prudence standard does not require the BCUC to 

identify optimal outcomes because that would be to second-guess the function 

of utility management. The prudence standard is one of reasonableness, not one 

of optimization (refer to the evidence of Dr. Brown and Dr. Carpenter, at 

footnote 5). 

63. Therefore, in BC Hydro’s submission, the BCUC cannot disallow investments because 

they are not deemed to be “optimal”.  The CEC’s view that the BCUC institute a new process to 

understand and oversee how BC Hydro is optimizing its capital investment is therefore not 

consistent with the role of a regulator like the BCUC. 

64. Second, the CEC’s views around optimization are tied up with its particular views of 

cost-effectiveness. The CEC does not only want BC Hydro to optimize its investments, but to be 

able to demonstrate that optimization through quantitative cost-effectiveness assessments.  In 

BC Hydro’s submission, exactly how a utility can or should optimize a large capital portfolio is 

highly complex. Given this complexity, and the scope of this proceeding, it is unrealistic and 
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undesirable for the BCUC to attempt to resolve the question of how BC Hydro should optimize 

its capital portfolio.  Rather, that is an ongoing task for BC Hydro management.   

65. Third, the CEC has not demonstrated how involving BCUC oversight in the pervasive 

manner it suggests would be feasible or likely to improve optimization or cost-effectiveness of 

BC Hydro’s capital investments.  As noted by Dr. Brown and Dr. Carpenter, this would require 

the BCUC to effectively duplicate the expertise within the utility, which would be inefficient. 

The concept was also explained by Professor Alfred Kahn in The Economics of Regulation: 

Principles and Institutes, as follows:100 

Effective regulation of operating expenses and capital outlays would require 

detailed, day-by-day, transaction-by-transaction, and decision-by-decision 

review of every aspect of the company’s operation. Commissions could only do 

so only if they were prepared completely to duplicate the role of management 

itself. This society has never been willing to have commissions fill the role of 

management and doubtless with good reason: it is difficult to see how any 

company could function under two separate, coequal managements, each with 

an equally pervasive role in its operations.  

66. For these reasons, BC Hydro’s submits that the CEC’s views related to optimization, 

however well intentioned, do not fit within the BCUC’s role as overseer of BC Hydro’s capital 

projects and expenditures.  

H. Conclusion on CEC’s Proposal 

67. BC Hydro submits that for the reasons outlined above and discussed in its Final 

Submission and Rebuttal Evidence, the CEC’s proposal should be rejected.   

PART FOUR:  CONCLUSION AND ORDER SOUGHT 

68. BC Hydro submits that the BCUC should approve the proposed 2018 Guidelines to 

promote an effective and efficient review of BC Hydro’s capital expenditures and projects, and 

to clarify the nature of the BCUC’s oversight over BC Hydro’s capital expenditures and projects 
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in RRA, major project applications, and compliance reports.  The 2018 Guidelines will provide 

guidance to BC Hydro with respect to the information required for revenue requirements 

applications, when a CPCN is required, and the timing of compliance reports, and will document 

BC Hydro’s commitment to file section 44.2 applications for major projects that are not 

extensions.  As such, BC Hydro recommends the proposed 2018 Guidelines for approval.  

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED 
    
Dated: September 5, 2019  [original signed by Chris Bystrom] 

   Chris Bystrom 
Counsel for BC Hydro 

    
Dated: September 5, 2019  [original signed by Niall Rand] 

   Niall Rand 
Counsel for BC Hydro 
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