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Reply to: Leigha Worth 
ED@bcpiac.org 

Ph: 604-687-3034 

December 18, 2019 

VIA E-FILING 

Patrick Wruck 
Commission Secretary 
BC Utilities Commission  
6th Floor 900 Howe Street   
Vancouver, BC V6Z 2N3                                                                                       Our File:  7500.431 

Dear Mr. Wruck, 
 
Re:  British Columbia Hydro and Power Authority Application for 2019 Letter 

Agreement with Powerex Corp. ~ Project No. 1599038 
BCOAPO Final Argument  

 
We represent the BC Old Age Pensioners’ Organization, Active Support Against Poverty, Council 
of Senior Citizens’ Organizations of BC, Disability Alliance BC, Tenant Resource and Advisory 
Centre, and Together Against Poverty Society, known collectively in regulatory processes as 
“BCOAPO et al.” (“BCOAPO”). 
 
Enclosed please find the BCOAPO's Final Argument with respect to the above-noted matter.  
 
If you have any questions, please do not hesitate to contact the undersigned. 
  
Sincerely,  
BC PUBLIC INTEREST ADVOCACY CENTRE  
 
Original on file signed by: 
 
Leigha Worth 
Executive Director | General Counsel 
 
Encl.  
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BC OLD AGE PENSIONERS’ ORGANIZATION, ACTIVE SUPPORT AGAINST POVERTY,                                           

COUNCIL OF SENIOR CITIZENS’ ORGANIZATIONS OF BC,  
DISABILITY ALLIANCE BC, TENANT RESOURCE AND ADVISORY CENTRE,   

AND TOGETHER AGAINST POVERTY SOCIETY (“BCOAPO”) 
 

British Columbia Hydro and Power Authority Application for  
2019 Letter Agreement with Powerex Corp. ~ Project No. 1599038 

 
BCOAPO Final Argument  

 
December 18, 2019  

 

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

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

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

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

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

residential ratepayers. 

1. INTRODUCTION 

On August 2, 2019 BC Hydro filed1 with the BCUC a letter of agreement between Powerex and 

BC Hydro (“2019 Letter Agreement” or “Agreement”) that provides for the forward sale and 

delivery of wholesale electricity by Powerex to BC Hydro.  The 2019 Letter Agreement is an 

“energy supply contact” within the meaning of that expression in the Utilities Commission Act 

(UCA).  As such, BC Hydro is seeking a determination from the Commission that the 2019 Letter 

Agreement is in the public interest and an Order accepting it as filed under section 71 of the UCA2. 

After this Application was filed, the BCUC established a public process3 to review it and provided 

parties the opportunity to submit written arguments on the matter.   

This is BCOAPO’s final argument with respect to BC Hydro’s Application. 

2. NEED FOR THE 2019 LETTER AGREEMENT 

Since its inception, Powerex has been the exclusive supplier of wholesale market electricity to 

BC Hydro, and the exclusive purchaser of BC Hydro's surplus electricity.  These transactions are 

governed by the 2003 Transfer Price Agreement (TPA). Under the TPA, BC Hydro purchases and 

 
1 Exhibit B-1 
2 Exhibit B-1, page 10 
3 Orders G-204-19; G-243-19 and G-288-19 
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sells electricity with Powerex at a Transfer Price (as defined in the TPA), which is based on the 

applicable day-ahead Mid-C index price4.  Apart from “day ahead” purchases under the TPA, 

there is currently no other arrangement available to BC Hydro to procure physical wholesale 

electricity on a forward basis in order to meet its load-serving obligations in the operating time 

horizon5. 

However, over the past decade there has been a steady decline in the volume of wholesale 

energy traded on a day-ahead basis in the Pacific Northwest6.  To the extent BC Hydro is limited 

in its import and export activity to transactions that rely on the day-ahead market, reduced liquidity 

in that market can result in less volume being sold or purchased than desired on any given day 

(at the prevailing day-ahead transfer price with Powerex under the 2003 TPA)7.  BC Hydro8 has 

noted that this can result in challenges in having to meet domestic deficits as well as increased 

costs associated with having to spread out domestic purchases over a greater number of days, 

including higher priced days, to achieve the desired purchase volume.   

These challenges are particularly acute when there are low system (hydro) inflows on BC Hydro’s 

system and/or events occur that disrupt the physical supply of electricity9.  Indeed, it was concerns 

about impending physical supply issues in 2018/19 that led to a similar Letter of Agreement in 

201810 which provided for the forward sale and delivery of wholesale electricity by Powerex to BC 

Hydro on a short term basis (December 1, 2018 to June 30, 2019). 

3. PURPOSE OF THE 2019 LETTER 

The 2018 Letter Agreement worked well for its intended purpose, but it was time bound for the 

immediate need.  Based on this experience, BC Hydro determined that the ability to purchase 

forward physical energy from Powerex is a useful additional option to have to manage its 

operational needs.  

The 2019 Letter Agreement is an enabling agreement that allows BC Hydro to obtain physical 

wholesale energy from Powerex on a forward basis (i.e., outside the pre-schedule day-ahead 

wholesale markets) to manage seasonal or longer-term energy deficits, within the operational 

 
4 Exhibit B-4, BCUC 1.1.1  
5 Exhibit B-1, page 4 and Exhibit B-5, CEABC 1.1.3 
6 Exhibit B-1, page 5 and Exhibit B-4, BCUC 1.2.3 
7 Exhibit B-4, BCUC 1.2.4.1  
8 Exhibit B-4, BCUC 1.2.4.1 
9 Exhibit B-5, CEC 1.4.1 
10 Exhibit B-1, page 2 and Exhibit B-4, BCUC 1.2.5 
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time frame11.  As an “enabling agreement” it allows, but does not obligate, BC Hydro to enter into 

forward physical energy purchase transactions with Powerex12. 

Overall, BCOAPO submits that an Agreement with the Powerex that enables BC Hydro to obtain 

wholesale electricity on a forward basis to manage potential short-term supply deficits is in the 

public interest. 

4. CONCERNS REGARDING THE 2019 LETTER AGREEMENT 

The information requests filed by various parties raised a number of issues/concern regarding the 

2019 Letter Agreement.   

The first was that the Agreement had no termination date.  In response, BC Hydro explained that 

the 2019 Letter Agreement was an “enabling agreement” and did not require a termination date13.  

In its initial responses to information requests, BC Hydro also stated: “BC Hydro and Powerex are 

currently working on a revised TPA, which is expected to be filed this winter. …  Accordingly, the 

2019 Letter Agreement is expected to be a bridging agreement until a revised TPA is finalized 

and implemented”.   

In a subsequent response, BC Hydro noted that:  “BC Hydro has issued a termination notice under 

section 15 of the 2019 Letter Agreement, with effect as of the earlier of the date upon which the 

parties commence transacting under the new TPA, or April 1, 2022 ….  BC Hydro has provided 

this Termination Notice because it now has more certainty that it will proceed with the new TPA”.14  

Given the termination notice, the issue whether or not the Agreement has a termination date is 

moot. 

The second concern was whether the 2019 Letter Agreement could/would also be used to 

mitigate price risk (i.e. hedge against future market prices) as opposed to just physical supply 

risk.  BC Hydro has indicated that it does not currently anticipate using the 2019 Letter Agreement 

for reasons other than to manage potential electricity shortages in the operational time horizon15.  

However, BC Hydro has also acknowledged that the 2019 Letter Agreement also mitigates price 

risk as a secondary benefit16.   

 
11 Exhibit B-5, CEC 1.1.1 and Exhibit B-4, BCUC 1.3.2 
12 Exhibit B-4, BCUC 1.4.2 
13 Exhibit B-4, BCUC 1.4.2 
14 Exhibit B-8, BCUC Panel 2.2.1.1 
15 Exhibit B-5, CEABC 1.2.14 and Exhibit B-4, BCUC 1.5.5 
16 Exhibit B-5, CEC 1.1.1 
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Given past concerns regarding BC Hydro entering into financial hedging arrangements with 

respect to market prices17, BCOAPO considers it important that the use of the Agreement be 

restricted to addressing physical supply risks.  BC Hydro has indicated that the information it will 

include in its proposed reports to the BCUC regarding transactions made under the 2019 Letter 

Agreement will not include detailed explanations as to why it issued Purchase Interest Requests.  

However, BC Hydro does acknowledge that such information is relevant with respect to 

determining whether BC Hydro should recover its Cost of Energy as part of the Revenue 

Requirement process18.  As a result, BCOAPO submits that the BCUC should direct BC Hydro to 

file information regarding the reasons for any transaction made under the 2019 Letter Agreement 

as part of any application that seeking recover of such costs. 

The third issue was the proposed delivery term as the application only made reference to the 

short term and to using the Agreement to secure physical wholesale electricity within BC Hydro’s 

operating time horizon19.  In response BC Hydro indicated that its operating time horizon was 

three years20 and committed that it would not specify a Delivery Term that is greater than three 

years in length21.   

BC Hydro has indicated the 2019 Letter Agreement mitigates the risk of not being able to meet 

its operational needs by allowing BC Hydro to secure forward electricity purchases in years when 

it faces a deficit and the risk of deep draught of system reservoirs is high. As such, the Delivery 

Term for the most part is expected to be less than a year22.  While BC Hydro has not identified 

specific circumstances that would require a longer Delivery Term, it suggests that it is possible 

such a need could arise23.  In light of this, BCOAPO submits that any use of a Delivery Term 

greater that one year requires particular scrutiny as part of the information filing recommended 

above. 

The fourth issue raised was whether there were any alternatives to the 2019 Letter Agreement24.  

In this regard questions were raised with respect to the use of a revised TPA25, curtailable loads26 

 
17 Exhibit B-5, AMPC 1.1.3 
18 Exhibit B-5, BCOAPO 1.5.1 
19 Exhibit B-4, BCUC 1.5.1 
20 Exhibit B-4, BCUC 1.5.1 
21 Exhibit B-4, BCUC 1.6.4 
22 Exhibit B-4, BCUC 1.3.2 
23 Exhibit B-5, CEABC 1.4.17 
24 Exhibit B-4, BCUC 1.4.4 
25 Exhibit B-5, AMPC 1.1.2 and CEC 1.5.1 & 1.5.4 
26 Exhibit B-5, AMPC 1.4.1 
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or other generation on the system27.  Questions were also posed regarding how any shortfalls in 

supply would be managed in the absence of the 2019 Letter Agreement and forward power 

purchases28.  BCOAPO has reviewed BC Hydro’s responses and is of the view that the 2019 

Letter Agreement has a legitimate role in meeting BC Hydro’s operational needs. 

5. CONCLUSION 

Subject to the foregoing comments regarding future information filing requirements, BCOAPO 

submits that the BCUC should accept the 2019 Letter Agreement. 

All of which is respectfully submitted. 

 
Sincerely,  
BC PUBLIC INTEREST ADVOCACY CENTRE  
 
Original on file signed by 
 
Leigha Worth 
Executive Director | General Counsel 
 
 
 
Original on file signed by: 
 
Irina Mis  
Barrister & Solicitor 
 
 

 
27 Exhibit B-5, CEABC 1.2.7 
28 Exhibit B-4, BCUC 1.5.3 


