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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  
OF BRITISH COLUMBIA 

CONFIDENTIAL FINAL SUBMISSIONS 

 
British Columbia Hydro and Power Authority Electricity Purchase Agreement Renewals 

for Sechelt Creek Hydro, Brown Lake Hydro and Walden North Hydro 
Project No. 1598969 

 

The Commercial Energy Consumers Association of BC (“CEC”) represents the interests of those 
ratepayers consuming energy under commercial tariffs in applications before the BC Utilities 
Commission (“BCUC” or “Commission”).  

BC Hydro has recently renewed Energy Purchase Agreements (“EPA’s) for three projects 
including: 

 Sechelt Creek run-of-river  hydroelectric project (“Sechelt Creek”); 

 Brown Lake storage hydroelectric project (“Brown Lake”); and  

 Walden North run-of-river hydroelectric project (“Walden North”). 

The projects have effective dates of March 1, 2018, April 2, 2018 and April 1, 2018 
respectively.1 

BC Hydro is filing the EPA renewals with the BCUC for acceptance in accordance with section 
71 of the Utilities Commission Act (“UCA”). 

The CEC has reviewed the evidence and provides the following CONFIDENTIAL comments 
and recommendations for the Commission’s review and consideration.  

I. CONCLUSIONS AND RECOMMENDATIONS 

1. The CEC recommends that the Commission find that in general the Independent Power 
Producer (“IPP”) renewals are not in the public interest at this time because they are 
being established for an extended period (forty years) and are based on evidence that has 
the potential to change significantly in the near future.   

2. In particular, the CEC recommends that the Commission find that IPP renewals at prices 
that exceed the market sell price (i.e. would be sold for a loss) are not in the public 
interest until it can be demonstrated in the next Integrated Resource Plan (“IRP”) that the 
IPP energy is required and necessary beyond that which may be acquired from Demand 
Side Management (“DSM”).  

                                                 
1 Exhibit B-1-1, page 1 



 

{01404951;1}   

- 2 -

3. The CEC therefore recommends that the Commission deny the IPP EPA renewals. 

4. To the extent that the Commission determines that renewing any IPP project at this time 
could be in the public interest, the CEC recommends that the Commission: 

 Find that the Sechelt Creek is not cost-effective and deny the application for the period up 
until the next IRP. 

 Find that the Brown Lake EPA could be cost-effective depending on the value of the capacity 
credit, and has additional storage related benefits. 

 Find that the Walden North EPA could be marginally cost effective and has additional 
benefits.  

II. INTRODUCTION 

5. The EPA Renewals provide for the continued procurement of electricity generated from 
clean or renewable resources at existing, reliable hydroelectric facilities in British 
Columbia.2 

6. The EPA Renewals are modeled after the more robust present-day form of EPA BC 
Hydro uses for purchasing electricity from hydroelectric IPP projects, which BC Hydro 
has updated to reflect current drafting standards and more robust contractual provisions. 
These more robust terms and conditions are favourable to BC Hydro and therefore 
benefit BC Hydro ratepayers as well.3 

7. The CEC is generally of the view that the IPP purchases for extended periods are 
premature at this time as the IRP will soon be updated and may change several 
parameters which influence the value of the energy to BC Hydro. 

8. The CEC submits that it would be preferable for BC Hydro to renew IPP purchases for a 
maximum of 5 years at this time.   

9. Such a practice would enhance flexibility and allow a period of time for the government 
to assess its key objectives with regard to IPP renewals and the BCUC to appropriately 
consider and assess a new IRP.    

Cost Effectiveness Analysis 

10. In assessing its prospective EPA renewals, BC Hydro evaluates potential renewal prices 
against an estimate of the IPP’s estimated cost of service (including a rate of return), the 
IPP’s opportunity cost, the impact to BC Hydro’s rates plans and system characteristics 
and BC Hydro’s ‘opportunity’ cost.4   

                                                 
2 BC Hydro Final Argument page 3 

3 BC Hydro Final Argument page 3 

4 Exhibit B-1-1 page 8 
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11. This methodology reflects a BCUC principle that an appropriate purchase price is 
somewhere between the value that the IPP could acquire from an alternative source, and 
the price that BC Hydro would pay from an alternative source. 

12. The CEC is not opposed to the concept of an ‘appropriate price’  but submits that it is 
nonetheless important to avoid acquiring energy when it is not required at prices above 
that for which it may be sold in the market until such time as it may be used to serve 
domestic customers in BC.  

BC Hydro Opportunity Cost 

13. In its application, BC Hydro’s opportunity cost analysis values IPP energy at market 
prices during periods of surplus (BC Border Sell price), and at the Long Range Marginal 
Cost (“LRMC”) (Greenfield IPPs) during periods of deficit.5 

14. BC Hydro utilized a value of $89/MWh as the marginal cost estimate for 2022-2033 in 
calculating BC Hydro’s opportunity cost.6  BC Hydro used a value of $104/MWh for the 
period from 2034 and beyond.7 

15. BC Hydro’s opportunity is considered to be a ‘benchmark’ and is not used to determine 
IPA renewal price.8 

16. In BCUC 1.8.1, BC Hydro made modifications to its opportunity cost to reflect various 
circumstances that it had failed to include, such as losses for Brown Lake and Walden 
North, certain volumes in the Sechelt Creek EPA, the impact of a Forbearance 
Agreement for Walden North and water rentals for Walden North.  

17. BC Hydro recently adopted the use of market price as a conservative interim assumption 
for evaluating energy during surplus and deficit periods. This approach is consistent with 
BC Hydro’s plan to stay within the cost forecast that aligns with rates set out in the 
Government of BC’s Comprehensive Review, including expenditures for DSM and EPA 
renewals.9 

18. During the proceeding, multiple scenarios were also developed regarding BC Hydro’s 
opportunity cost, reflecting a variety of circumstances including a preliminary assessment 
of BC Wind Energy in 2027 and beyond.10   

                                                 
5 Exhibit B-1, pages 8-9. 

6 Exhibit B-5, BCUC 1.8.3 

7 Exhibit B-1-1, pages 8-9 

8 Exhibit B-5, BCUC 1.8.3 

9 Exhibit B-5, BCUC 1.8.2.1 

10 Exhibit B-14-1, BCOAPO 2.6.2 
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19. The impact of the scenarios was to reduce BC Hydro’s opportunity cost significantly and 
create a range of ‘opportunity costs’ for BC Hydro which in turn modified the ‘cost-
effectiveness’ of BC Hydro pursuing the IPPs. 

20. Overall, the CEC submits that the evidence is that the cost-effectiveness of the IPP 
energy is not nearly as robust as that presented in the original application, and at which 
the IPPs have been renewed. 

IPP Opportunity Cost 

21. The IPP’s opportunity cost will generally reflect market prices. BC Hydro is using the 
Mid-C spot market value less costs for losses and wheeling to Mid-C (border sell price).11 

22. The CEC submits that the IPP’s opportunity cost is of limited importance in that BC 
Hydro should be primarily considering its own opportunity cost, and should not 
necessarily acquire energy above that price because an IPP has a better opportunity 
elsewhere.  

23. The CEC submits that the IPP’s opportunity cost could provide a useful frame of 
reference in understanding any excess that BC Hydro would be paying to an IPP over and 
above that which they could achieve elsewhere. 

24. Evidence was also provided in the proceeding which altered the expected IPP opportunity 
costs from those in the application.12 

                                                 
11 Exhibit B-1-1 page 8 

12 Exhibit B-14-1, BCOAPO 2.11.1 and Exhibit B-7, CEC 1.8.3 
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Summary of Cost Evidence 

25. The CEC provides the following summary of the cost evidence.  

$2017/MWh EPA 
Renewal 
Price13 

IPP 
Opportunity 

cost 
Application 

IPP Revised 
Opportunity 

Cost14 

IPP 
Opportunity 
Cost Border 

Sell15 

 

BCH 
Opportunity 

Cost 

Application16 

BCH 
Revised 

Opportunity 
Cost BCUC 

1.8.117 

BCH 
Opportunity 

Cost 
Revised and 

Updated 
Range18 

Interim 
Market 
Assumption19 

Market 
Assumption 
with 
Capacity 

 Credit20 

Sechelt 
Creek 
Hydro 

49 44 38 31 80 79 43-58 36 n/a 

Brown 
Lake 

50 45 39 32 86 80 41-57 34 42-53 

Walden 
North 

58 41 45 41 111 104 67-87 58 n/a 

21 

26. As demonstrated above, BC Hydro’s opportunity costs in the application significantly 
exceed the EPA renewal price, and the CEC presumes BC Hydro utilized these values 
when originally considering renewals as this was the evidence provided to support the 
renewals.  

27. However, the revised and updated opportunity cost range for BC Hydro drops lower than 
the EPA renewal price for both Sechelt Creek Hydro and Brown Lake,22 while for 
Walden North the utility’s opportunity cost range remains above the renewal price. 

                                                 
13 Exhibit B-14-1, BCOAPO 2.6.2 

14 Exhibit B-14-1, BCOAPO 2.11.2 and CEC 1.8.1 

15 Exhibit B-14-1, BCOAPO 2.6.2 

16 Exhibit B-14-1, BCOAPO 2.6.2 

17 Exhibit B-5-1, BCUC 1.8.1 

18 Exhibit B-14-1, BCOAPO 2.6.2 

19 Exhibit B-14-1, BCOAPO 2.6.2 

20 A capacity credit of $8/MWh - $19/MW hour is estimated in CONFIDENTIAL Exhibit B-12-1 BCUC 2.10.3.2 
(BC Hydro estimates a capacity credit of $9/MWh to $16/MWh in BCOAPO 2.6.2 

21 Exhibit B-14-1, BCOAPO 2.6.2 

22 BC Hydro opportunity cost is higher for Brown Lake than the renewal price when utilizing the upper end of the 
capacity credit 
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28. The Interim Market Assumption scenario for BC Hydro’s opportunity cost is 
significantly lower than the EPA Renewal Price for both Sechelt Creek and Brown Lake, 
and is equivalent to the renewal price for Walden North. 

29. In its Final Arguments BC Hydro acknowledges that its analyses as provided in the Filing 
and responses to IRs in the proceeding show that, over the 40-year terms of each of the 
EPA Renewals, the levelized price of the energy BC Hydro and its ratepayers will receive 
under the EPA will be lower than BC Hydro’s opportunity cost under certain sets of 
assumptions and will be higher than BC Hydro’s opportunity cost under other sets of 
assumptions, as considered in this proceeding.23 

30. However, they also state that ‘the analyses show that the levelized price of each of the 
EPA Renewals is lower than or generally similar to BC Hydro's opportunity cost in the 
majority of the model run scenarios’.24 

31. The CEC is of the view that the Commission should adopt a very conservative approach 
to BC Hydro’s ‘opportunity cost’ and, in particular, should reject the original LRMC 
approach utilized in the application as being inappropriate.  

32. The CEC submits that the valuation of BC Hydro’s opportunity cost as provided in the 
application incorrectly relies upon the premise that the need and timing for energy is 
known and correct, and that the costs for BC Hydro to acquire energy are known and will 
remain largely consistent with the current set of circumstances over the term of the 
agreement.  

33. The CEC submits that the Interim Market Price assumption represents the appropriate 
value for BC Hydro’s opportunity cost. 

34. In its Supplemental Final Argument, BC Hydro provides the following rate impact ranges 
based on differing scenarios including the Interim Market Approach.  

 

25 

                                                 
23 BC Hydro Final Argument page 5 

24 BC Hydro Final Argument page 5 
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35. As can be seen above, all the projects have the potential to cause a rate increase under the 
Interim Market Approach, with Sechelt Creek EPA being the most significant at 0.049%, 
Brown Lake slightly lower at 0.032%, and Walden North being the lowest at 0.022%.   

CIRCUMSTANCES MAY CHANGE 

36. The CEC’s view is that substantial changes may arise in the circumstances over an 
extended term (i.e. 40 years) which could seriously impact the appropriateness of having 
made the IPP renewals. 

37. For instance, it is possible, and indeed probable, that alternative, less expensive energy 
resources may be available in the future, or that BC Hydro will have a different mandate 
in terms of the need for IPP energy that is recommended to be included in its resource 
stack.  

38. The CEC submits that changes in such circumstances could seriously affect the need 
and/or appropriate price to be paid for IPP energy. 

Renewal Portfolio Based on 2013 IRP  

39. BC Hydro’s plan to acquire energy through EPA renewals with IPPs is based on and 
consistent with BC Hydro’s 2013 IRP.  It is guided by the assumptions in the IRP.26 

40. The 2013 IRP is established upon certain constraints which ‘create’ a need for IPP energy 
and diminishes the availability of other options. 

41. But for the IRP and other policy requirements, BC Hydro’s resource options could 
include energy from the market, increased load reduction activities DSM, new 
technologies etc. 

42. Recognizing that BC Hydro does not have a newer IRP at this time, the CEC nonetheless 
submits that the 2013 IRP is outdated at this time and relies upon information that is not 
necessarily still appropriate to form the basis for future spending.  

43. BC Hydro expects that its EPA renewal approach will be revisited as part of the process 
for the 2021 IRP.27 

44. The next IRP will inform future plans for the level of DSM expenditures and volume of 
EPA renewals.28 

                                                                                                                                                             
25 BC Hydro Supplemental Final Argument page 4 

26 Exhibit B-1-1, page 4 

27 Exhibit B-12, BCUC 2.15.1 

28 Exhibit B-5, BCUC 1.8.2.1 
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45. The CEC submits that simple changes in the IRP in approximately 2 years and/or 
adjustments to provincial policy at some point, potentially in the very near future, could 
result in significant changes to the requirements and appropriateness of acquiring IPP 
energy.   

46. The CEC is of the view that pursuing IPP purchases for extended terms at this time 
without recognizing the potential for shifting circumstances is not appropriate.  

47. The CEC submits that it would be preferable for BC Hydro to pursue IPP energy only to 
the extent it is absolutely necessary to fulfill BC Hydro’s resource gaps for the next five 
years, and avoid terms in excess of this amount.   

48. The CEC recognizes that the IPP levelized costs are typically predicated on higher short-
term rates with lower longer term rates, but submits that these could be renegotiated. 

49. The CEC recommends that the Commission deny the IPP renewals on the basis of the 40 
year terms that are excessive given the potential changes in circumstances and signal an 
opportunity to consider renewals for a 5-year period.  

SELF SUFFICIENCY REQUIREMENT COULD CHANGE 

50. The recent ‘Zapped’ Report prepared for the Provincial Government points out the 
impact of the Self Sufficiency requirement and recommends reversal of this 
requirement.29 

51. To the extent that the Self-Sufficiency requirement was either removed or modified (e.g. 
Reducing the % of energy to be self-supplied; allowing market supply for temporary load 
resource balance gaps; acquisition of new resources to be self-supplied ‘on average’ etc.) 
BC Hydro could potentially acquire a significant portion of its energy at market rates. 

52. The CEC submits that it would be prudent for BC Hydro to consider the potential for 
such changes in the future and avoid long-term commitments to IPP energy at this time.  

53. The CEC submits that a 5-year term maximum should be considered for renewals at this 
time.  

DSM OPTIONS COULD BE INCREASED 

54. BC Hydro acknowledges that acceptance of the EPAs in this application may, but will 
not necessarily, result in reduced DSM expenditures and reduced future EPA renewals 
over the fiscal 2022-2033 period.30 

55. BC Hydro’s current DSM plan does not acquire all DSM up to $89/MWh and is set out in 
the F2020-F2021 RRA Application.31 

                                                 
29 BC Government ‘Zapped A Review of BC Hydro’s Purchase of Power from Independent Power Producers 
conducted for the Minister of Energy, Mines and Petroleum Resources’ page 2 

30 Exhibit B-5, BCUC 1.8.2.1 
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56. At page 10-5 of the RRA, BC Hydro characterizes its DSM plan as continuing the 
‘moderation approach’.  

57. The CEC submits that it would be reasonable to expect this could change in the next IRP 
and DSM options could potentially be increased due to their cost-effectiveness and 
environmental benefits. 

58. The average portfolio utility cost of the DSM plan is less than the market price of export 
electricity. Tables 10-5 and 10-13 of the RRA provide a Net-Levelized Cost (Utility Cost 
and Total Resource Cost) for both the integrated system programs and the non-integrated 
areas.   

 

 

59. In the RRA, BC Hydro states that the total DSM portfolio excluding codes and standards 
for the Utility Cost test is $27/MWh, which is lower than the market price of $30/MWh.32 

                                                                                                                                                             
31 Exhibit B-5, BCUC 1.8.3.2. 

32 BC Hydro RRA page 10-31 
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60. The CEC submits that it would be appropriate for BC Hydro to meet some of its resource 
gaps with DSM to the extent possible in the Integrated Areas instead of with IPP energy, 
as it appears this could be a significantly more cost-effective option than the IPP renewals 
being proposed.  

61. The CEC submits that this potential speaks to the benefit of limiting the term lengths of 
IPP renewals. 

LOAD RESOURCE BALANCE 

62. The need for new resources, including EPA renewals, is identified in BC Hydro’s Load 
Resource Balance (“LRB”).33 

63. This LRB is provided in Appendix B of the Application. 

64. The mid-level load forecast in the F2017-F2019 RRA identifies a need for new resources 
in fiscal 2022.  

65. At the time of negotiating and executing the EPA renewals, BC Hydro had assumed it 
would have an energy shortfall (prior to future planned resources) beginning in fiscal 
2022 based on the planning view of the LRB.34 

 

66. The CEC notes that BC Hydro’s LRB with Existing and Committed Resources Low Load 
Forecast (operational view) anticipates a very minor deficit in F2024, and no significant 
deficit until F2029.  

67. The LRB After-Planned Resources anticipates an energy shortfall at 2034.   

                                                 
33 Exhibit B-1-1, page 3 

34 Exhibit B-5, BCUC 1.8.2 
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68. The Low Load forecast (operational view) does not anticipate an energy shortfall out past 
2036, but instead suggests an ongoing surplus continuing into the future.  

69. A significant surplus of 9,893 GWh is forecast for F2026, and remains at over 4,000 
GWh.35 

70. The CEC submits that there is a significant risk that BC Hydro could be acquiring very 
expensive energy which it will be obliged to sell at a loss if it acquires all the IPP energy 
as proposed in this application.  

71. The CEC submits that acquiring energy at prices significantly above market presents a 
clear risk to ratepayers. 

72. The CEC notes that the BC Hydro anticipates filing a 20-year LRB in its F2020-F2021 
RRA which will be reviewed at that time.  The LRB is expected to be filed in November 
of this year.  

73. The CEC submits it would be preferable for BC Hydro to avoid finalizing the acquisition 
of IPP energy at least until the LRB is updated and preferably until the IRP is completed. 

BC Hydro Should Prioritize Selection of IPP Renewals  

74. Another fundamental premise behind BC Hydro’s renewals is that ‘the EPA renewal 
portfolio as a whole would likely have the lowest cost relative to other potential clean or 
renewable greenfield supply options’.36 

75. BC Hydro has been renewing individual EPAs where it has been cost effective to do so 
and has been guided by the 2013 IRP EPA renewal assumptions.37 

                                                 
35 Exhibit B-1, Appendix B Load Resource Balance 

36 Exhibit B-7-1 CEC 1.3.2 
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76. BC Hydro states that it has been deferring renewal of EPAs for smaller hydroelectric 
projects and focusing negotiation of EPA renewal with larger hydroelectric projects 
which have already been accepted by the Commission.38 

77. The renewal assumptions have been estimates of what BC Hydro assumed at that time 
would be available for renewal at cost effective prices.  BC Hydro assumed EPA renewal 
prices of $53/MWh ($2015) for run-of-river projects, $70/MWh ($2015) for storage 
hydro projects, and $75/MWh ($2015) for biomass projects.39 

78. The CEC submits that the assumptions upon which the renewal price guidelines were 
established may not be appropriate at this time for the reasons noted above in Cost 
Effectiveness Analysis. 

79. BC Hydro states that it is guided by Recommended Action 4 which indicates that BC 
Hydro is to optimize its portfolio according to the key principle of reducing near-term 
costs while maintaining cost-effective options for long-term need.40  

80. BC Hydro has not developed a process to identify the lowest cost contracts within the 
EPA portfolio prior to entering into negotiations with specific IPP projects.41 

81. The BCUC requested that BC Hydro provide a list of EPAs that BC Hydro could 
terminate, their most recent annual energy volumes and the most recent annual energy 
cost.42 

82. There are 10 EPAs which are expected to expire prior to BC Hydro’s submission of its 
2021 IRP by February 28, 2021. The EPAs which are due to expire include: 

 Six biomass EPAs for facilities that are eligible for the Biomass Energy Program, 
which represent a total of 389 MW in capacity;  

 Two run-of-river hydro EPAs for facilities which represent a total of less than 4 MW 
in capacity; and  

 Two EPAs for facilities in the Non-Integrated Area, one of which is the EPA for the 
Ocean Falls IPP that is due to expire by June 30, 2019 and is a matter currently before 
the BCUC.  

83. BC Hydro expects to have EPA renewal agreements with some of these IPPs (and 
conceivably all) prior to the completion of the 2021 IRP.43 

                                                                                                                                                             
37 Exhibit B-14, CEC 2.30.2 

38 Exhibit B-5, BCUC 1.42.1.1 

39 Exhibit B-5-1, BCUC 1.42.1 

40 Exhibit B-5-1, BCUC 1.42.1.1 

41  Exhibit B-7-1 CEC 1.3.2 

42 CONFIDENTIAL Exhibit B-12-1, BCUC 2.20.1 
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84. BC Hydro has identified only one EPA for which they may wish to exercise their 
termination rights.44 

85. The CEC submits that not considering the relative cost of the IPP projects within the 
portfolio, but simply renewing all those in the portfolio that may appear cost effective 
under the current circumstances is a poor method of evaluating IPP renewals.   

86. The CEC is of the view that it is unlikely that BC Hydro will require all the IPP renewal 
energy being sought and it would therefore be prudent to renew only the most cost-
effective EPAs at this time.  

87. BC Hydro states that it makes an assessment on whether the IPP’s forecasted capital and 
O&M fall within acceptable industry practice, but is not able to provide a range of 
industry practice.  

88. BC Hydro has not evaluated individual IPPs in the renewable portfolio in order to 
maximize cost effectiveness45, nor has it developed a process to identify the lowest-cost 
contracts within the EPA renewal portfolio prior to entering into negotiations with 
specific IPP projects.46   

89. BC Hydro states that the EPAs within the renewal portfolio did not expire/terminate at 
the same time and it was not possible to identify, prior to each of the negotiations being 
completed, which EPAs would have the lower costs.  An existing EPA contract price was 
not expected to factor into an IPP’s cost of service going forward.47 

90. The CEC is of the view that it is inappropriately risky to simply acquire all energy 
available under a certain cost threshold, unless it is clear that the acquisition would have a 
marginal cost lower than the marginal sale price.  That is, if the energy can be sold at a 
profit if not required by BC Hydro in serving its ratepayers.  Otherwise, ratepayers bear 
the risk of acquiring energy and disposing of it at a loss.  

91. The CEC submits that it would be preferable for BC Hydro to identify the most cost-
effective options and acquire energy accordingly, with the most cost-effective options 
being acquired for the longest periods and the less cost-effective options being acquired 
sparingly if at all.    

92. Where BC Hydro identifies opportunities where it can ‘profitably’ acquire energy (i.e. 
sell at a greater price than acquired) then it may be appropriate to do so.  

                                                                                                                                                             
43 Exhibit B-12, BCUC 2.15.1 

44 CONFIDENTIAL Exhibit B-12-1 BCUC 2.20.1 

45 Exhibit B-14, CEC 2.30.2 

46 Exhibit B7, CEC 1.10.3 

47 Exhibit B7, CEC 1.10.3 
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There is Limited Risk to BC Hydro in Deferring IPP Renewals 

93. At various times BC Hydro has expressed concern that without long-term IPP renewals at 
this time there is a risk of IPPs being unable or unwilling to sell to BC Hydro at some 
point in the future when required, either because they are selling to other alternatives 
and/or unable to profitably sustain their activities in the absence of BC Hydro purchases. 

94. The CEC points out that BC Hydro is intending to acquire energy above the IPP’s 
opportunity cost and accordingly represents the premium market for the IPP.   

95. The CEC submits BC Hydro could still offer high prices to an IPP at a later date and 
would create the same incentive for the IPP whether it is offered now or at some point in 
the future.  

IPPs can sell into market and return to BC Hydro at a later date 

96. The CEC submits that the evidence is that IPPs benefit significantly from selling to BC 
Hydro in that the prices paid are above market and experience limited risk in doing so.  

97. Some of the benefits that IPPs receive as a result of selling to BC Hydro instead of the 
market include: 

 No need for the IPP to schedule and pay for transmission wheeling on the BC Hydro 
system or other transmission systems;  

 Reduced risk of delivery of energy to the point of delivery because no additional 
transmission wheeling rights need to be obtained on other party’s transmission 
systems;  

 Certainty of energy sales under a long-term contract; and  

 Low counter-party risk.48 

98. BC Hydro is not aware of an alternative that would allow the IPPs to receive $85/MWh.  
The application does not suggest that there is such an alternative.49 

99. BC Hydro is not able to provide an analysis of risks that an IPP may experience selling to 
BC Hydro, but identifies a lack of flexibility to sell to other third parties and respond to 
high market prices, if available.50 

                                                 
48 Exhibit B-14, CEC 2.28.3 

49 Exhibit B-7, CEC 1.3.1 

50 Exhibit B-14, CEC 2.28.4 
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Uneconomic IPPs should not be supported by BC Hydro 

100. The CEC is also of the view that the risk to IPP existence should not factor significantly 
into the Commission’s decision-making with regard to IPP renewal.  

101. In the CEC’s opinion if the IPP is uneconomic and unable to be profitable selling into the 
market, then it should not be up to ratepayers to make the project profitable when other 
alternatives may be available.  

102. The CEC submits that the Commission should apply limited weight to the value of IPP 
continuity in determining whether or not to renew the three IPP projects and under any 
circumstances in doing so should have an analysis of the risks of acquiring energy at a 
loss in advance of need.  

103. Overall the CEC is of the view that the individual EPA renewals should be sufficiently 
well justified as to stand on their own merits, when compared against each other and 
when considered against the market.  

Contribution to Province Is a Red Herring  

104. BC Hydro includes an analysis of the economic benefits to the province in terms of GDP, 
tax revenues, water rentals, and staff (FTEs) for each of the IPPs. 

105. The CEC is of the view that these economic benefits will remain if the IPP is able to 
successfully sell their energy to alternative buyers.  

106. The CEC submits that to the extent the risk is that the IPP will fail in the absence of BC 
Hydro purchases, then it should not be up to ratepayers to subsidize an entity that is not 
economically viable.  

107. The CEC recommends that the Commission provide limited weight to the proposed 
economic benefits associated with the individual IPPs because there are offsetting 
economic benefits when uneconomic supply is removed from the system.  Similarly, if 
the IPP finds alternative purchasers, the economic benefits would persist. 

108. The CEC submits that where the IPP projects may be fairly similar in terms of the cost-
effectiveness assessment it could be useful to provide additional consideration to the 
economic benefits.  

Environmental Attributes Are Not Marketable 

109. There is no market for the environmental attributes associated with run-of-river facilities, 
although wind are considered to be eligible. BC Hydro’s run-of-river hydroelectric 
facilities do not currently qualify for California’s Renewable Portfolio Standards.  
California is the largest RPS jurisdiction both in size and value.51 

                                                 
51 Exhibit B-15, CEC 2.4.2 
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110. The CEC recommends that the Commission take note of this situation in its assessment of 
the EPA proposed renewals. 

III. EVALUATION OF INDIVIDUAL ENERGY PURCHASE AGREEMENTS  

Sechelt Creek EPA Renewal  

111. The Sechelt Creek hydroelectric project is located northeast of Sechelt, B.C., on Salmon 
Inlet. The project has an installed capacity of 16.7 MW with average annual generation of 
85 GWh.52  

112. BC Hydro terminated the original Sechelt Creek EPA effective March 1, 2018, 
immediately prior to the effective date of the Sechelt Creek EPA renewal.53 

113. The Sechelt Creek project is located close to BC Hydro’s load centre in the Lower 
Mainland (reducing losses on the system), delivers a relatively high proportion of its 
annual energy during BC Hydro’s peak load months, and is partly owned by the First 
Nation whose traditional territory the facility is located within.54  

COST EFFECTIVENESS  

114. The levelized EPA price for Sechelt Creek is $49/MWh.55  

115. The Sechelt Creek levelized EPA price is approximately 52% lower than the levelized 
price under the original EPA evergreen provision.56  

116. BC Hydro’s opportunity cost based on interim market assessment is $36/MWh,57 or 
about $13/MWh lower than the levelized EPA price. 

117. BC Hydro calculates the IPP opportunity cost at $38/MWh. This assumes a Levelized 
Mid-C price of $52/MWh, wheeling and losses from BC Border to Mid-C of $7/MWh, 
and Wheeling and losses from Point of Interconnection to BC Border of $6/MWh.58  

118. Additionally, there is a project-specific characteristic that reduces the value by another 
$1/MWh.  

                                                 
52 BC Hydro Final Argument page 7 

53 BC Hydro Final Argument page 7 

54 BC Hydro Final Argument page 3 

55 Exhibit B-1-1, page 5 

56 Exhibit B-7-1, CEC 2.2 

57 Exhibit B-14-1, BCOAPO 2.6.2 

58 Exhibit B-6, BCUC 1.2.3 
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119. The following is the relevant section of the evidence provided above.  

$2017/MWh EPA 
Renewal 
Price59 

IPP 
Opportunity 

cost 
Application 

IPP Revised 
Opportunity 

Cost60 

IPP 
Opportunity 
Cost Border 

Sell61 

 

BCH 
Opportunity 

Cost 

Application62 

BCH 
Revised 

Opportunity 
Cost BCUC 

1.8.163 

BCH 
Opportunity 

Cost 
Revised and 

Updated 
Range64 

Interim 
Market 
Assumption65 

Market 
Assumption 
with 
Capacity 

 Credit66 

Sechelt 
Creek 
Hydro 

49 44 38 31 80 79 43-58 36 n/a 

67 

120. The CEC notes that the levelized EPA price is significantly higher than the IPP’s 
opportunity cost of $38/MWh, which could suggest that BC Hydro could potentially have 
acquired the energy at a significantly lower rate.  

121. BC Hydro states that BC Hydro and the Sechelt Creek IPP were able to come to an 
agreement on an EPA renewal price without specific assessment of system support 
characteristics.68 

122. The CEC has reviewed the evidence related to the cost-effectiveness of the EPA.  

                                                 
59 Exhibit B-14-1, BCOAPO 2.6.2 

60 Exhibit B-14-1, BCOAPO 2.6.2 

61 Exhibit B-14-1, BCOAPO 2.6.2 

62 Exhibit B-14-1, BCOAPO 2.6.2 

63 Exhibit B-5-1, BCUC 1.8.1 

64 Exhibit B-14-1, BCOAPO 2.6.2 

65 Exhibit B-14-1, BCOAPO 2.6.2 

66 A capacity credit of $8/MWh - $19/MW hour is estimated in CONFIDENTIAL Exhibit B-12-1 BCUC 2.10.3.2 
(BC Hydro estimates a capacity credit of $9/MWh to $16/MWh in BCOAPO 2.6.2 

67 BC Hydro Supplemental Final Argument page 4 

68 Exhibit B-7-1 CEC 1.10.2 and B-15, CEC 2.2.1.1 
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123. The CEC notes that the Rate Impact using BC Hydro model and the Interim Market 
Approach suggests a very limited potential benefit and the largest potential cost impact to 
ratepayers of the 3 EPAs.  

124. The CEC is of the view that the Sechelt Creek IPP project is not a cost-effective purchase 
by quite a significant margin when considering the Interim Market Approach.  
Additionally, BC Hydro’s Revised and Updated opportunity cost range also extends 
lower than the purchase price.  

125. The CEC submits that a purchase price of between $36/MWh and $43/MWh could be 
more defensible.  

ENERGY DELIVERY  

126. The CEC has reviewed the % of firm energy available from Sechelt Creek as outlined in 
CONFIDENTIAL B-5-1, BCUC 1.30.2.1 and is satisfied with the appropriateness of the 
information and evidence.  

ENVIRONMENTAL CONSIDERATIONS  

127. The Sechelt Creek project is an environmentally sustainable project: it has been 
recognized for its environmental stewardship, including efforts to enhance the salmon run 
in Sechelt Creek and has received a UNESCO prize for excellence in sustainable 
hydropower development.  The Sechelt Creek IPP provided information in relation to 
salmon migration enhancement and associated environmental and financial benefits 
attributable to the project as outlined in BC Hydro’s Final Arguments at pages 9-10.69 

128. The CEC is of the view that the environmental benefits are important but not significantly 
definitive in the proceeding. 

RISK ASSESSMENT  

129. BC Hydro outlines a risk assessment for Sechelt Creek in the application, which includes 
attrition, financial, permitting/environmental, technical and network upgrade costs.70 

130. The CEC has reviewed the evidence related to the risks associated with the IPP and finds 
there to be a low risk.   

RELIABILITY 

131. The CEC has reviewed the Engineering Report undertaken by Hatch and provided in 
CONFIDENTIAL B-5-1, BCUC 1.34.1. 

132. The CEC is satisfied with the condition of the hydroelectric facility and its expected 
longevity given normal maintenance and prudent management. 

                                                 
69 BC Hydro Final Argument pages 9-10 

70 Exhibit B-1-1-2 pages 12-14 
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CONTRIBUTION TO THE PROVINCE 

133. It is estimated that in 2015 the Sechelt Creek IPP contributed $1.1 million annually to the 
provincial Gross Domestic Product, $700,000 in tax revenues, $175,000 in water rentals, 
and six local full time equivalent positions.71 

134. As noted above, the CEC recommends that the Commission provide little weight to the 
contribution to the Province because of offsetting contributions in the alternative.  

FUTURE OF SECHELT CREEK IF NOT RENEWED 

135. BC Hydro states that ‘it is uncertain whether the Sechelt Creek facility would be 
decommissioned or decommissioned earlier in the event the EPA is not renewed’.72 

136. The CEC submits that it is reasonable to consider that BC Hydro is not necessarily 
needed by the IPP to remain solvent. 

CONCLUSION ON SECHELT CREEK   

137. The CEC finds that although the Sechelt Creek EPA renewal is beneficial in delivering a 
high proportion of its annual energy during BC Hydro’s peak load months, and has a high 
annual capacity factor, it does not provide significant benefits in the absence of load 
requirements, and is otherwise not or only marginally cost effective.  

138. The CEC submits that the benefits of the Sechelt Creek project including the impact on 
salmon run are important and it could be appropriate for BC Hydro to consider 
renegotiating the term and/or the price for EPA renewal.  

139. To the extent that the IPP can achieve better prices from alternative purchasers they 
should do so.  

140. The CEC recommends that the Commission deny the IPP renewal as it is undertaken at 
this point. 

Brown Lake EPA Renewal 

141. The Brown Lake EPA is located near Prince Rupert and has an installed capacity of 7.2 
MW and provides 52.3 GWh of average annual generation.73  

142. It also provides storage benefits to BC Hydro and an estimated 6 MW of dependable 
capacity.74 

                                                 
71 Exhibit B-5-1, BCUC 1.6.1 

72 Exhibit B-1-1-2, page 16 

73 Exhibit B-1-1-2, page 16 

74 BC Hydro Final Argument pages 11-12 
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143. The Brown Lake EPA delivers a high proportion of its annual energy during BC Hydro’s 
peak load months and a low proportion of its annual energy during the freshet season. 

COST EFFECTIVENESS 

144. The levelized EPA price for Brown Lake is $50/MWh.75 

145. The Brown Lake EPA renewal is approximately 48% lower than the levelized price under 
the original evergreen provision.76 

146. BC Hydro’s opportunity cost based on the Interim Market assumption is $34/MWh77 or 
approximately $16/MWh lower than the levelized EPA price.  

147. BC Hydro calculates the Revised IPP opportunity cost at $39/MWh.78  This assumes a 
Levelized Mid-C price of $52/MWh, wheeling and losses from BC Border to Mid-C of 
$7/MWh, and Wheeling and losses from Point of Interconnection to BC Border.79 

148. The following is the relevant section of the evidence provided above.  

$2017/MWh EPA 
Renewal 
Price80 

IPP 
Opportunity 

cost 
Application 

IPP Revised 
Opportunity 

Cost81 

IPP 
Opportunity 
Cost Border 

Sell82 

BCH 
Opportunity 

Cost 

Application83 

BCH 
Opportunity 
Cost BCUC 

1.8.184 

BCH 
Opportunity 

Cost 
Revised and 

Updated 
Range85 

Interim 
Market 
Assumption86 

Market 
Assumption 
with 
Capacity 

 Credit87 

Brown 
Lake 

50 45 39 32 86 80 41-57 34 42-53 

                                                 
75 Exhibit B-14-1, CEC 2.2.2  

76 Exhibit B-7-1, CEC 1.2.2 

77 Exhibit B-14-1, BCOAPO 2.2.2 

78 Exhibit B-14-1, BCOAPO 2.11.1 and CEC 1.8.3 

79 Exhibit B-6, BCUC 1.2.3 

80 Exhibit B-14-1, BCOAPO 2.6.2 

81 Exhibit B-14-1, BCOAPO 2.11.1 and CEC 1.8.3 

82 Exhibit B-14-1, BCOAPO 2.6.2 

83 Exhibit B-14-1, BCOAPO 2.6.2 

84 Exhibit B-5-1, BCUC 1.8.1 

85 Exhibit B-14-1, BCOAPO 2.6.2 

86 Exhibit B-14-1, BCOAPO 2.6.2 

87 A capacity credit of $8/MWh - $19/MW hour is estimated in CONFIDENTIAL Exhibit B-12-1 BCUC 2.10.3.2 
(BC Hydro estimates a capacity credit of $9/MWh to $16/MWh in BCOAPO 2.6.2 
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88 

149. The CEC notes that the Rate Impact using BC Hydro model and the Interim Market 
Approach suggests a very limited potential benefit and the largest potential cost impact to 
ratepayers of the 3 EPAs.  

150. The CEC notes that using the BC Hydro Model and Interim Market Approach, the Brown 
Lake EPA suggests no beneficial rate impacts, and some potential cost impacts.  

151. However, there is a potential for the costs to be mitigated through the capacity credit 
available in this EPA. 

Capacity Credit  

152. The Brown Lake facility provides relatively consistent generation from month to month, 
as compared to the weighted average intermittent supply from the four recent run-of-river 
EPA renewals which have been recently accepted by the BCUC.89 

153. The normalized Monthly profile percentage is provided in CEC Confidential IR 1.13.2. 

154. The Brown Lake project has a high annual capacity factor and delivers a high proportion 
of its annual energy during BC Hydro’s peak load months and a low proportion of its 
annual energy during the freshet season.90 

155. It is the only IPP for which a capacity credit would be applicable.91 

156. The Brown Lake Hydro facility is estimated to provide 6 MW of dependable capacity.  
Reflecting the long-term value of this cost would increase BC Hydro’s opportunity costs 
by approximately $8/MWh - $19/MWh using the 2018 peak loss factors.92  

157. The CEC is of the view that it is appropriate to consider the capacity credit when 
evaluating the opportunity cost of the Brown Lake IPP. 

                                                 
88 BC Hydro Supplemental Final Argument page 4 

89 Exhibit B-7-1, CEC 1.13.2 

90 Exhibit B-1-1 page 16 

91 Exhibit B-12-1 BCUC 2.10.3.2 

92 Exhibit B-12-1 BCUC 2.10.3.2 NB: the evidence varies on the value of the capacity from $8/MWh to $21/MWh 



 

{01404951;1}   

- 22 -

158. BC Hydro notes that the calculated capacity credit would be enough to make the Brown 
Lake EPA renewal cost-effective when: 

(i) using the low capacity value for the LRMC approach with the low end of the 
preliminary wind cost assessment range; and  

(ii) using the high capacity value for the interim market approach.93 

159. Assuming a middle value for the capacity credit of approximately $14/MWh brings the 
Interim market opportunity cost to $48/MWh, or approximately $2/MWh lower than the 
renewal price. 

160. The CEC recommends that the Commission consider a mid-point such as $14/MWh as 
the appropriate value to add for a capacity credit. 

161. Overall the CEC submits that the rate impacts when considering capacity credits could 
potentially be beneficial depending on the level of capacity credit used.  

ENERGY DELIVERY  

162. The CEC has reviewed the % of firm energy available from Brown Lake as outlined in 
CONFIDENTIAL B-5-1, BCUC 1.30.2.1. 

163. The CEC is satisfied with the BC Hydro evidence relating to available energy from the 
Brown Lake EPA. 

SUPPORT FOR PRINCE RUPERT  

164. Storage capability at the Brown Lake facility allows BC Hydro to support local reliability 
in the Prince Rupert area acting as a standby resource in case of a forced or planned 
outage for BC Hydro’s transmission line.94 

165. The interconnection issues are due to the outages for transmission line which connects 
Brown Lake and Falls River to the Prince Rupert area and are typical for the region.95  

166. BC Hydro provides a value for alternative reliability solutions of $126/MWh ($2018) in 
CONFIDENTIAL B-5-1, BCUC 1.37.5. 

167. The CEC submits that this is a significant benefit from the Brown Lake EPA and should 
be provided with moderate weight in the Commission’s deliberations. 

                                                 
93 Exhibit B-14-1, BCOAPO.2.6.2 

94 BC Hydro Final Argument page 12 

95 CONFIDENTIAL Exhibit B-15, CEC 1.2.3.1 
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RISK ASSESSMENT  

168. BC Hydro outlines a risk assessment for Brown Lake in the application, which includes 
attrition, financial, permitting/environmental, technical and network upgrade costs.96 

169. Brown Lake requires approximately $268,000 in network upgrade costs.97 

170. The CEC has reviewed the evidence related to the risks associated with the IPP and finds 
there to be a low risk.   

RELIABILITY 

171. The Brown Lake IPP provided a Long Term Operating Reliability Report which 
concluded that if appropriate conditions are maintained then reliable operation can be 
anticipated.98 

172. The CEC has reviewed the evidence related to reliability and is satisfied with the 
reliability of the project. 

FUTURE OF BROWN LAKE IF NOT RENEWED 

173. BC Hydro states that the Brown Lake facility will not be decommissioned or 
decommissioned earlier if the EPA is not renewed.  In the absence of an EPA renewal 
with BC Hydro, the Brown Lake IPP’s intention and preferred course of action is to sell 
energy to another party.99  

174. The CEC submits that this is a positive situation.  

175. The EPA potentially speaks to the ability for BC Hydro to renegotiate a shorter term with 
the IPP.  

CONTRIBUTION TO THE PROVINCE 

176. It is estimated that in 2015 the Brown Lake IPP contributed $90,000 in tax revenues, 
$104,000 in water rentals and one local FTE positions.100 

177. As noted above, the CEC recommends that the Commission provide little weight to the 
contribution to the Province because of the offsetting benefits in the alternative.  

                                                 
96 Exhibit B-1-1 pages 20-22 

97 Exhibit B-1-1 page 22 

98 Exhibit B-1-1 page 22 

99 Exhibit B-1-1 page 23 

100 Exhibit B-5-1 BCUC 1.6.2 
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CONCLUSION BROWN LAKE 

178. The CEC finds that the Brown Lake EPA offers one of the more cost effective of the IPP 
resources being evaluated, but only when considering the additional capacity values. 

179. The CEC notes that it is also a relatively small IPP project compared to Sechelt Creek. 

180. The CEC recommends that, to the extent the Commission supports BC Hydro entering 
into longer term EPA renewals, then the Brown Lake renewal could be potentially 
approved.  

Walden North EPA Renewal  

181. The Walden North EPA is a run-of-river hydroelectric facility located on Cayoosh Creek 
near the confluence of Cayoosh Creek and the Seton River, near Lillooet, BC.  It is just 
downstream of BC Hydro’s Seton Dam.101 

182. The project has total installed capacity of 16 MW producing an average of 33GWh.102 

183. The IPP provides water diversion benefits to BC Hydro by enabling the continued 
diversion of water from Cayoosh Creek into Seton Lake, and the project is partly owned 
by the First Nation whose traditional territory the facility is located within. 

184. There is an additional 20 GWh/yr generation from the water diversion into Seton Lake.103 

185. Additionally, the diversion of Cayoosh Creek facilitates the dilution ratio, which 
facilitates salmon migration in the Bridge River system.104 

COST EFFECTIVENESS  

186. BC Hydro provides the levelized price over the term of the EPA renewal in 
CONFIDENTIAL Exhibit B-1-1, page 5.  

187. The levelized EPA price for Walden North is $58/MWh.105 

188. The levelized cost of energy for the ‘Walden North with Seton (including Forbearance 
Agreement, WR, NU and Refurb Costs) scenario is $58.91/MWh.106 

                                                 
101 Exhibit B-1-1 page 24 

102 Exhibit B-1-1 page 24 

103 Exhibit B-1-1 page 25 

104 Exhibit B-1-1 page 25 

105 Exhibit B-14-1, BCOAPO 2.2.3 

106 Exhibit B-15, CEC 2.5.2 
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189. BC Hydro states that the levelized energy prices are 33% lower than the levelized price 
under the original EPA evergreen provision.107 

Forbearance Agreement  

190. The Walden North IPP pays to BC Hydro a monthly forbearance fee in consideration for 
BC Hydro’s agreement to forbear from exercising its right of termination under the 
EPA.108 

191. The Forbearance Agreement is a stand-alone commercial arrangement entered into by the 
parties and does not constitute an energy supply contract or an amendment to an energy 
supply contract109 and as such was not filed for acceptance with the Commission.110 

192. If the Walden North EPA renewal is accepted, the Forbearance Agreement will terminate 
effective as of the day on which BCUC acceptance is issued111, resulting in lost revenue 
to BC Hydro. 

193. If the Walden North EPA renewal does not proceed, the Forbearance Agreement will 
remain in effect until June 14, 2024, and will remain in effect beyond this date so long as 
the original EPA is not terminated.112 

194. Under the terms of the Forbearance Agreement, BC Hydro agreed to refrain from 
exercising its right to terminate the EPA for a period of time in consideration of payments 
being made to BC Hydro.  Notwithstanding this arrangement, the EPA continues to exist, 
unamended during the term of the Forbearance Agreement, and will continue to exist 
unamended following the expiry of the Forbearance Agreement.113 

195. The original Walden North EPA and its related Forbearance Agreement have not been 
terminated and will continue in accordance with their respective terms unless the renewed 
EPA is accepted by the Commission.114  The original EPA can be terminated as early as 
2024 or can continue longer in accordance with the terms of the EPA and Forbearance 
Agreement.115 

196. The BCUC requested BC Hydro to provide a Present Value of the Forbearance 
Agreement in BCUC 1.3.2.  

                                                 
107 Exhibit B-7-1, CEC 1.2.2 

108 Exhibit B-6, BCUC 1.4.2 

109 Exhibit B-6, BCUC 1.3.1 

110 Exhibit B-6, BCUC 1.3.1 

111 Exhibit B-6, BCUC 1.3.3 

112 Exhibit B-7-1, CEC 1.22.1 

113 Exhibit B-6, BCUC 1.3.1 

114 Exhibit B-1-1 page 27  

115 Exhibit B-6, BCUC 1.3.2 
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197. BC Hydro’s Present Value analysis of the cost of energy under the original EPA and 
Forbearance Agreement is $52.7 million.116 

198. In response to the above question, and to the BCUC’s request to quantify the ratepayer 
impact that would result if the Walden North EPA renewal was accepted and the 
Forbearance Agreement terminated, BC Hydro responded that: 

‘Since the energy price of the original EPA (with the Forbearance Agreement) and the EPA 
renewal are the same, the ratepayer impact that would result if the EPA renewal was accepted, and 
the original EPA and Forbearance Agreement terminated, would be limited to BC Hydro’s 
contribution of $665,000 to the IPPs costs as provided in Section 4.9 of the Walden North EPA 
renewal and BC Hydro’s interconnection network upgrade costs ($237,000). These additional 
costs are not part of the original EPA and Forbearance Agreement and would not have significant 
impact to ratepayers.’117 

199. The incremental costs would result in an estimated increase of $64,000 in 2022 or 
approximately 0.0012% which would be applied across all customer groups.118 

200. The CEC accepts that the ratepayer impact may be limited on an annual basis, but is of 
the view that approximately $900,000 in additional costs is not trivial overall and should 
be recognized as so.  

201. The CEC submits that the appropriate assessment of the cost-effectiveness of the renewal 
should consider the costs of renewing versus the costs of continuing with the existing 
EPA.  

202. The CEC recommends that the Commission find that there is a cost of approximately $1 
million to renew the Walden North EPA. 

Summary of Walden North Cost Effectiveness Assessment 

203. The Walden North IPP opportunity cost is estimated at $45/MWh.119 

                                                 
116 Exhibit B-6, BCUC 1.3.2 

117 Exhibit B-6, BCUC 1.3.2 and 1.3.5 

118 Exhibit B-15, CEC 2.5.1 

119 Exhibit B-14-1, BCOAPO 2.11.1 
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204. The following provides the relevant portions of the cost evidence for Walden North noted 
above. 

$2017/MWh EPA 
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58 41 45 41 111 104 67-87 58 n/a 

 

 

205. The CEC notes that consideration of the Forbearance agreement would marginally 
increase the EPA renewal price. 

206. The CEC further notes that the price paid to the Walden North IPP is not significantly 
higher than the BC Hydro Opportunity Cost Interim Market scenario.  

207. The Walden North EPA has the highest potential benefits to ratepayers (-0.015%) on a 
rate impact basis and the lowest potential cost impact (+0.022%) of the three EPAs under 
the BC Hydro and Interim Market Approach assessments. 

208. The CEC submits that the Walden North IPP renewal appears to be reasonably cost 
effective based on these criteria.  

                                                 
120 Exhibit B-14-1, BCOAPO 2.6.2 

121 Exhibit B-14-1, BCOAPO 2.11.1 and CEC 1.8.3 

122 Exhibit B-14-1, BCOAPO 2.6.2 

123 Exhibit B-14-1, BCOAPO 2.6.2 

124 Exhibit B-5-1, BCUC 1.8.1 

125 Exhibit B-14-1, BCOAPO 2.6.2 

126 Exhibit B-14-1, BCOAPO 2.6.2 

127 A capacity credit of $8/MWh - $19/MW hour is estimated in CONFIDENTIAL Exhibit B-12-1 BCUC 2.10.3.2 
(BC Hydro estimates a capacity credit of $9/MWh to $16/MWh in BCOAPO 2.6.2; $10/MW - $21/MWh was 
identified elsewhere. 
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ENVIRONMENTAL AND FIRST NATIONS BENEFITS  

209. The Walden North IPP provides a lengthy statement with regard to environmental and 
other benefits which are outlined in BC Hydro’s Final Argument at pages 19-21. 

210. The CEC finds these benefits to be important and recommends that the Commission 
assign moderate weight to these considerations during their deliberations. 

REFURBISHMENT  

211. If the Walden North EPA renewal is accepted, the Walden North IPP is planning to 
undertake certain refurbishments to restore the facility to its original condition. There are 
no plans to increase generating capacity.128 

212. BC Hydro states that the culvert refurbishment work benefits both BC Hydro and the IPP 
in the coordination of operation related BC Hydro’s Cayoosh Diversion Tunnel.129  

213. Without the EPA renewal the Walden North IPP will not be obligated to undertake the 
culvert refurbishment works as outlined in section 4.9 of the Walden North EPA 
renewal.130 

214. The CEC submits that this is a positive attribute of the project. 

CAYOOSH DIVERSION TUNNEL AND DIVERSION AMENDMENT AGREEMENT 

215. The Cayoosh Tunnel diversion diverts up to 1400cfs of water from Cayoosh Creek to 
Seton Lake, providing about 24.4 GW/y of incremental heritage generation at the Seton 
Generating Station.131 

216. Diverting Cayoosh Creek flows is also critical for salmon migration. 

217. Currently the Walden North facility is unable to divert more than 900 cfs of water to 
Cayoosh Creek and therefore has insufficient capacity when the tunnel is closed.  
Pursuant to the Walden North EPA renewal the IPP will make the necessary upgrades 
and BC Hydro will contribute up to $665,000 towards the IPPs costs for this work.132  

Diversion Amendment Agreement 

218. The contract term of the Diversion Agreement is tied to the term of the original Walden 
North EPA such that if the EPA terminates, the Diversion Agreement also terminates.133 

                                                 
128 BC Hydro Final Argument page 28 

129 Exhibit B-7-1, CEC 1.22.1 

130 Exhibit B-7-1, CEC 1.22.1 

131 BC Hydro Final Argument page 21 

132 Exhibit B-1-1 page 30 

133 Exhibit B-1-1, page 25 
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219. The Walden North EPA renewal enables BC Hydro to avoid the cost of alternative 
diversion structure if the EPA was not renewed and the Diversion Agreement terminated. 
Additionally, given the cost of environmental considerations, alternative diversion 
structures may not be feasible.134 

220. If the Walden North EPA renewal is accepted, the Diversion Agreement will continue 
pursuant to the Walden North Amendment Agreement.135 

221. The continuation of the Diversion Agreement enables BC Hydro to avoid the potential 
cost of an alternative diversion structure or other contractual arrangement with the IPP 
for the length of the EPA renewal.136  

222. The CEC submits that the updated Diversion Amendment Agreement is a valuable 
benefit of the EPA and should be weighted moderately in the Commission’s assessment 
of the EPA.  

RISK ASSESSMENT  

223. BC Hydro outlines a risk assessment for Walden North in the application, which includes 
attrition, financial, permitting/environmental, technical and network upgrade costs.137 

224. Walden North requires approximately $237,000 in network upgrade costs.138 

225. The CEC has reviewed the evidence related to the risks associated with the IPP and finds 
there to be a low risk.   

RELIABILITY 

226. The CEC has reviewed the evidence related to reliability and is satisfied with the 
reliability of the project. 

FUTURE OF WALDEN NORTH IF NOT RENEWED 

227. BC Hydro states that if the EPA renewal does not proceed, the original EPA has not been 
terminated and will continue in accordance with its terms and the Forbearance 
Agreement.  The original EPA can be terminated as early as 2024 or can continue for 
longer with the term of the original EPA and the Forbearance Agreement.  If the original 
EPA terminates there are uncertainties with respect to what it and the Diversion 
Agreement would be replaced with in the future.139  

                                                 
134 Exhibit B-1-1, page 32 

135 Exhibit B-6, BCUC 1.4.2 

136 Exhibit B-6, BCUC 1.4.1 

137 Exhibit B-1-1 pages 32-36 

138 Exhibit B-1-1 page 34 

139 Exhibit B-6 BCUC 1.3.2 
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228. The Present Value of the cost of energy under the original EPA and the Forbearance 
Agreement is $52.7 million.140 

229. The CEC submits that this is a positive situation and the EPA and potentially speaks to 
the ability for BC Hydro to renegotiate a shorter term with the IPP.  

CONTRIBUTION TO THE PROVINCE 

230. It is estimated that in 2015 the Walden North IPP contributed $300,000 in tax revenues, 
$130,000 in water rentals and 1.5 local FTE positions. Capital expenditures are estimated 
at $1.4 million for major projects in BC.141 

231. As noted above, the CEC recommends that the Commission provide little weight to the 
contribution to the Province.  

CONCLUSION WALDEN NORTH  

232. The CEC finds that the Walden North EPA is the most cost-effective of the EPAs with 
the renewal price being approximately the same as the interim market valuation.  

233. The CEC notes that it is also has additional environmental and technical benefits to BC 
Hydro. 

234. The CEC recommends that, to the extent the Commission supports BC Hydro entering 
into longer term EPA renewals, then the Walden North renewal could be reasonably 
approved. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED 

David Craig 
______________________________________________________________ 

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

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