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2730 Ailsa Crescent 

        North Vancouver BC V7K 2B2 
        Reply to: Fred J. Weisberg 
        Telephone:(604) 980-4069 
        Email: fredweislaw@gmail.com 
	
July	15,	2020	
	
BY	ELECTRONIC	FILING	
	
British	Columbia	Utilities	Commission	
Suite	410,	900	Howe	Street	
Vancouver,	BC	V6Z	2N3	
Attention:	Ms.	Marija	Tresoglavic	
Commission	Secretary	and	Manager,	Regulatory	Services		
	
Dear	Ms.	Tresoglavic:	
	
Re:		 Boralex	Ocean	Falls	Limited	Partnership	Application	for		

Rates	 and	 Terms	 and	 Conditions	 for	 Service	 to	 the	 British	 Columbia	
Hydro	 and	 Power	 Authority	 -	 July	 1,	 2019	 to	 December	 31,	 2022	
Zone	1B	Ratepayers	Group	Final	Argument	
	

We	are	writing	on	behalf	of	our	clients	the	Zone	1B	Ratepayers	Group	(Z1BRG)	to	file	
their	Final	Argument	in	the	above	captioned	proceeding.		
	
Yours	truly,	
	

	
	
	
Fred	J.	Weisberg	
Weisberg	Law	Corporation	
Counsel	to		
Zone	1B	Ratepayers	Group	
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Part 1   Introduction 

1. This is the Final Argument of the Zone 1 Ratepayers Group (Z1BRG) comprising the Heiltsuk 
Tribal Council in Waglisla Bella Bella and Shearwater Marine Ltd. on Denny Island, which together 
make up or represent essentially the entire customer base in BC Hydro’s Rate Zone 1B. The 
electricity provided through Boralex Ocean Falls Limited Partnership’s (Boralex LP) transmission 
assets from its generation facility in Ocean Falls is sold to BC Hydro, which then resells the 
electricity exclusively to customers in the communities of Waglisla Bella Bella and Shearwater 
within Zone 1B. It is physically impossible for the electricity carried on Boralex LP's transmission 
line and purchased by BC Hydro to serve any customers outside of Zone IB.  Accordingly, the 
rates, terms and conditions set by the BCUC for BC Hydro to purchase electricity from Boralex LP 
are expected to be the most important cost drivers for determining BC Hydro's cost to serve its 
own Zone IB customers. Thus, Boralex LP’s rates, terms and conditions of service to BC Hydro 
have the potential to directly and significantly affect the rates paid by BC Hydro's customers in 
Zone IB.  

2. Z1BRG customers were provided no meaningful opportunity to participate in or monitor the 
years-long and ultimately unsuccessful negotiations to attempt to agree upon the rates, terms 
and conditions of service from Boralex LP to BC Hydro.  No other electricity customers in British 
Columbia will be directly affected by the outcome of this proceeding to the extent that will be 
experienced by Z1BRG customers.  It has been frustrating to watch  the negotiation process drag 
on for several years without resolution and yet be provided with so little insight into the 
respective positions of the parties that resulted in the impasse.  

 

Part 2  Capital Structure, Return on Equity (ROE) and Risk 

3. Z1BRG believes that the BCUC should approve a capital structure and allowed ROE for 
ratemaking purposes that is lower than what Boralex LP has proposed.  Z1BRG supports BC 
Hydro’s suggestions to set the utility capital structure at a ratio of 42.5 per cent equity to 57.5 
per cent debt and set the Risk Premium at 75 basis points above the benchmark to result in an 
allowed ROE of 9.5 per cent.  

4. Z1BRG understands that if the BCUC approves Boralex LP’s requested equity ratio and ROE 
those components would become the highest allowed by the Commission for any utility 
anywhere in British Columbia.  

5. Z1BRG does not share Boralex LP’s view that it is the highest risk utility in the province.1  Z1BRG 
customers are much more familiar than most with the challenges arising from a remote location 

 
1 B-7, Boralex LP Response to BC Hydro IR 1.10.2  



Zone 1B Ratepayers Group Final Argument  
Boralex Application for Rates, Terms and Conditions 

Page 3 
 

on BC’s central coast and acknowledge that those same challenges give rise to some additional 
costs.  However, for the purposes of setting rates, such difficulties are more than offset by  other 
positive factors.   

6. Electricity generated by the Ocean Falls facilities served Waglisla Bella Bella and Shearwater 
long before Boralex LP took over operation so there should be very few surprises or significant 
changes in those respects.  The Ocean Falls location is also no accident – it’s history as an 
industrial center on the central coast reflects the fact that the area receives an abundance of 
rainfall and has a natural water storage reservoir ideally suited for hydro generation far in excess 
of current load requirements or even the most optimistic forecast customer growth scenarios.  

7. Moreover, Boralex LP has an incredibly predictable and financially stable customer base – BC 
Hydro alone accounts for the great majority of Boralex LP’s gross revenue (approximately 85%).  
BC Hydro in turn has an obligation to continue to serve its customers in Zone 1B, with no other 
currently viable generation alternatives.2  Given the many offsetting positive factors, Z1BRG 
submits that Boralex LP’s overall risk is comparable to, or perhaps less than, other smaller utilities 
in the province.   

 

Part 3  Return on Debt 

8. Reflecting the considerations suggesting lower overall risk, Z1BRG agrees with BC Hydro’s 
submission that the deemed debt interest rate should be lower than the 5.5 percent3 proposed 
by Boralex LP.  In keeping with Z1BRG’s view that Boralex LP’s overall is similar to, or lower than, 
the benchmark utility a deemed debt interest rate below 4.0 per cent appears more appropriate.  

 

Part 4  Operation and Maintenance (O&M) Costs 

9. BC Hydro has suggested that Boralex LP’s planned O&M costs are higher than necessary and 
could be reasonably reduced by an average of approximately $600,000  per year.   Z1BRG would 
support BCUC approval of the changes proposed by BC Hydro to accomplish such a reduction 
including:  

a. Allocating some portion of overall O&M costs to capitalized overhead;  

b. Not including employee retirement allowance costs that were incurred prior to the 
test period of the Application;  

 
 
2 Diesel generation is available as a back-up, but is not a preferred option for environmental and cost reasons. 
3 B-6, Response to BCUC IR 10.0 PDF 31. 
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c. Shortening the planned two-year overlap of new and retiring operators and site 
managers to one year or less;  

d. Capping corporate services at a maximum of 30 per cent of total salaries, plus 30 per 
cent of the amount of the new Boralex Inc. regulatory affairs employee, not to exceed 
a total of $100,000/year; and  

e. Reducing regulatory costs allowed for recovery.  

10. In Z1BRG’s view,  Boralex LP’s Application and other filings have not provided sufficient  
evidence to enable the BCUC to properly assess on Boralex LP’s actual costs to this point.  Future 
costs anticipated to be incurred during the test period present an additional forecasting 
challenge, but Boralex LP’s forecast costs appear to have less evidentiary support than necessary.   

 

Part 5   Capital Expenditures and Additions 

11. As residents of Ocean Falls’ closest neighbouring communities, Z1BRG customers are well 
aware that certain essential equipment at the Ocean Falls Facilities have been in place for a long 
period. Equipment eventually has to be replaced or repaired, but age alone is not the best 
measure of how, when, or why such action should be taken.  More consideration needs to be 
given to the expected remaining useful life of the assets, the relative merits of repair vs. 
replacement, and the most appropriate and cost-effective sequencing of equipment upgrades 
than is reflected in Boralex LP’s evidence.   

12. For example, it is not clear from Boralex LP’s evidence that it is necessary and appropriate to 
maintain two rather than just one of the smaller G1 and G2 turbines for standby service.  Nor is 
it apparent from Boralex LP’s filings that its concerns regarding aging penstocks are best 
addressed by its proposing to rehabilitate Penstock 2.4 

13. Z1BRG is persuaded by BC Hydro’s suggestion that Boralex LP should maintain whichever of 
the smaller G1 or G2 turbine units that is in better condition and maintain both of the larger G3 
and G4 units for N-1 redundancy.  Z1BRG also agrees that it would not be prudent to incur the 
costs to repair and maintain a second smaller unit (whichever of  G3 or G4 is in poorer condition) 
now, and therefore such costs should be excluded from Boralex LP’s revenue requirement.  

14. Z1BRG also supports BC Hydro’s request to the BCUC to direct Boralex LP to apply for and 
obtain a CPCN if it wishes to proceed with the proposed rehabilitation of Penstock 2.  Z1BRG 
expects that the BCUC’s consideration of that CPCN application, if Boralex LP wishes to proceed, 
would also address the extent to which associated costs would be recovered in rates. Until such 

 
4 B-6, Response to BCUC IR 7.8, PDF 24. 
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a proceeding is held, Z1BRG submits that such costs should not be included in Boralex LP’s 
revenue requirement or reflected in its rates.  

 

PART 6  First Nations Deferral Account 

15. As noted in Boralex LP’s Final Argument5 the Heiltsuk Nation, represented by the Heiltsuk 
Tribal Council as a key part of Z1BRG, are engaged in ongoing relationship building activities with 
Boralex LP.   Z1BRG supports Boralex LP’s  request for approval to establish a First Nations 
Deferral Account to record costs arising from a contemplated MOU with the Heiltsuk Nation 
during the test period which are not otherwise reflected in the Application.  Z1BRG’s support in 
that respect is conditioned upon the express understanding that Boralex LP is not is not seeking 
any approvals from the Commission at this time regarding the disposition of any amounts that 
might be recorded in proposed First Nations Deferral Account.  

16. Z1BRG relies on Boralex LP’s assurance that if the BCUC approves the establishment of the 
proposed First Nations Deferral Account the treatment of any amounts recorded, including 
details regarding the justification and reasonableness of the amounts, will be included in Boralex 
LP’s next rate application to the Commission for the period beyond 2022.  Disposition of any 
balance in the First Nations Deferral Account would be determined in that proceeding. 

 

PART 7  Additional New Deferral Accounts Not Proposed by Boralex LP 

17. Given the remaining two and one half year period subject to the Application, there appears 
to be a significant likelihood that actual costs and revenues may diverge from forecast costs and 
revenues by material amounts.  

1. Capital Costs Deferral Account 
 
18. Z1BRG supports BC Hydro’s concept of requiring Boralex LP to establish a deferral 
account to record the impact of any variances between the forecast capital additions 
identified in the Application and actual capital additions that take place through 
December 31, 2022.  Any accumulated balances in that deferral account should be 
considered and determined in the proceeding to review Boralex LP’s next revenue 
requirement application.  
 

  

 
5 Beginning on page 39.  
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2. Other Customers Revenue Deferral Account  
 
19. Z1BRG submits that the fast pace of change in the technology and cybercurrency 
sectors makes it prudent to anticipate the real possibility of a material change in Boralex 
LP’s forecast revenue from other customers (i.e. not BC Hydro) of the course of the next 
two and one half years.  If Boralex LP’s other customers revenues during the period 
covered by the Application vary from forecast, such incremental (i.e. beyond the amount 
forecast in the Application) or decremental revenues should be recorded in a new deferral 
account established for that purpose.  The benefit of such incremental revenue, or in 
fairness the burden of decremental revenue, should be passed on to BC Hydro and 
ultimately to its own Zone 1B customers.  

PART 8  Rate Structure for Service to Customers Other Than BC Hydro  

20. Z1BRG takes no issue with the BCUC maintaining the existing methodology for setting rates 
for service to the other customers of the Ocean Fall Facilities.  However, Z1BRG observes that it 
would be helpful if over time rate-setting proceedings for all of Boralex LP’s customers could be 
considered simultaneously by the BCUC in order to avoid the problem inherent in this Application 
of being unable to consider rates of all customers in the same proceeding.  In the event that 
differing customer interests or circumstances ever require a rate design proceeding, such 
coordination would become essential.  

 

Part 9   Conclusion 

Z1BRG asks the BCUC to direct Boralex LP to modify its proposed approach as discussed above, 
and make a compliance filing containing sufficient detail to enable the BCUC to determine the 
initial Tier 1 rate to be charged BC Hydro.  

ALL OF WHICH IS RESPECTFULLY SUBMITTED.  

July 15, 2020  

 
Fred J. Weisberg 
Barrister & Solicitor 
Weisberg Law Corporation 
Counsel to the 
Zone 1B Ratepayers Group 


