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A. PROJECT JUSTIFICATION 

 Reference: CURRENT SUPPLY CHAIN 1.0
Exhibit B-1 (Application), Attachment Q, p. 4; Attachment P, p. 54 
Prevalence of SAP Supply Chain 

On page 4 of Attachment Q to the Application, British Columbia Hydro and Power Authority (BC Hydro) 
states it has worked with Duke Energy, Hydro One, Pacific Gas and Electric, and Southern California 
Edison to gather lessons learned from their experiences implementing major SAP solutions.  
 
On page 54 of Attachment P to the Application, BC Hydro states that prior to 2008, its IT Strategy 
emphasized a “best-of-breed” approach to systems deployment but by 2008 it was recognized that a 
common platform strategy was required and it adopted SAP. 
 
1.1 Of the above listed utilities which have implemented SAP based supply chain solutions and SAP 

based work and asset management solution? 

1.2 Did BC Hydro seek information of the success of the above projects? If yes, please provide any 
available details on the high level scope and approved and actual cost of the implementations. 

1.3 Does BC Hydro have any or know of any studies that identify the market share split between 
“best-of-breed” and common platform  supply chain solution providers for large utilities or 
other comparable category of company? Please provide the same information for work and 
asset management solution providers if available.  

1.4 Does BC Hydro have any or know of any studies that identify the market share leaders of supply 
chain solution providers for large utilities or other comparable category of company? If yes, 
please provide references to the studies and if applicable, SAP and PassPort’s respective market 
share percentages, position ranking and trend (increasing or decreasing market share).  

 Reference: CURRENT SUPPLY CHAIN 2.0
Exhibit B-1, Section 2.5.3, p. 2-28 
Non-monetized risk benefits 

On page 2-28 of the Application, BC Hydro states that as a result of its benefits analysis process it has 
identified a number of risks present within the current supply chain that will be either reduced or  
eliminated as a result of closing the capability gaps through the implementation of the Supply Chain 
Applications Project (SCA Project); and the risks identified have the potential to impact BC Hydro from a 
safety, financial, reputational, and reliability perspective with further details provided in Table 2-9.  
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2.1 For each of the identified risks categories listed above (and in Table 2-9), please provide BC 
Hydro’s best available estimate (using qualitative assessment techniques if necessary) of the 
likely consequences (provide a dollar amount when appropriate) if the risks materialize and the 
probability of occurrence with and without the implementation of the SCA Project. Please 
include the basis of or confidence in the estimates. If beneficial, a different break down of the 
risks may be substituted.  

 Reference: CURRENT SUPPLY CHAIN 3.0
Exhibit B-1, Section 4.2.2, p. 4-2 
Procurement Enhancement Initiative 

On page 4-2 of the Application, BC Hydro states that it began the Procurement Enhancement Initiative in 
2007 which included Procure-to-Pay and Strategic Sourcing. BC Hydro elaborates that the former was 
implemented to establish controls in supply chain and the latter was to aid in achieving direct cost 
savings in materials acquisition by taking a longer-term view of acquisition decisions and aggregating. 
 
3.1 Did the capability gaps identified in BC Hydro’s supply chain through the Procurement 

Enhancement Initiative differ from the capability gaps identified in Section 2.3 of the 
Application? If yes please, provide a high-level description of the differences.  

3.2 How much of the Procurement Enhancement Initiative was implemented and to what degree 
did it address the identified capability gaps? 

3.3 Did the Procurement Enhancement Initiative result in the benchmarking or examination of any 
options (such as outsourcing) not considered in this Application? If yes, please provide an 
explanation of these options and the findings associated with each.   

 Reference: CURRENT SUPPLY CHAIN 4.0
Exhibit B-1, Section 2.2.5, p. 2-8; Section 4.2.5, p. 4-5 
BC Hydro’s capital plan 

On page 2-8 of the Application, BC Hydro states its capital plan increases the potential benefits of the 
SCA Project and increases the opportunity cost of not proceeding with the project. 
 
4.1 Please describe the role BC Hydro’s supply chain currently plays in large capital projects and how 

it varies by contracting method. 

4.2 Please describe how the SCA Project will impact the contracting and execution of large capital 
projects. Are any changes to what materials and supplies get inventoried and/or warehoused in 
BC Hydro’s systems expected as a result of the SCA Project?  

4.2.1 Please confirm this is consistent with the Province’s recommendation #30 from its 
Review of BC Hydro report: “Capital staff work more closely with procurement staff to 
achieve the greatest value from innovative procurement approaches for example, 
Design-Build and Public-Private Partnerships.” Please explain. 

4.2.2 Please assess the likelihood and potential consequence of innovative procurement 
approaches reducing the assumed future benefits of the SCA Project. Please explain the 
assessment. 

4.3 What assumptions were made in calculating the benefits and costs attributed to the SCA Project 
which are associated with the expected expenditures of on-going capital projects? Will capital 
projects switch to the SAP Supply Chain IT system during project execution?  
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 Reference: IDENTIFICATION OF ALTERNATIVES 5.0
Exhibit B-1, p. 4-5 
2011 Review of BC Hydro 

One of the recommendations from the Province’s 2011 Review of BC Hydro was to “Work with the 
province to fully adopt the functionalities of Government’s BC Bid technology to maximize efficiencies…” 
 
5.1 How has BC Hydro addressed this recommendation with the current PassPort system? Has BC 

Hydro made expenditures since 2011 to allow PassPort to utilize BC Bid technology? 

5.2 How will the SAP Supply Chain Application solution utilize BC Bid technology? 

 
B. IDENTIFICATION AND ANALYSIS OF ALTERNATIVES 

 Reference: IDENTIFICATION OF ALTERNATIVES 6.0
Exhibit B-1, Section 2.2.4, p. 2-7; Attachment H, p. 8 
Relationship between supply chain, work management and asset management 

On page 2-7 of the Application, BC Hydro states it has invested, and expects to continue to invest, in 
work management and asset management processes and IT systems to realize productivity 
improvement benefits and that the supply chain improvements contemplated by the SCA Project are 
required before the full benefits from additional investments in work management and asset 
management business processes and IT systems. 
 
In Attachment H on page 8, BC Hydro states: “The Transformation program, based on a full SAP 
implementation and retirement of PassPort, was deferred because of risk to the organization. The 
resulting recommendation was to migrate incrementally from PassPort to SAP, with the supply chain 
transition completing before work and asset management.” 
 
6.1 Please describe why the supply chain improvements are required to achieve the full benefits 

contemplated from the work management system.  

6.2 How much has been invested in work and asset management to date since the decision was 
made to implement SAP as an enterprise wide solution? 

6.3 What is the magnitude of the additional investments contemplated for work and asset 
management business processes and IT systems? When does BC Hydro contemplate making a 
decision to proceed with the work and asset management business processes and IT systems 
improvements? 

6.3.1 Is it contemplated that this investment will include the conversion of the work and asset 
management IT systems to SAP? 

6.4 What are the estimated annual benefits and net present value (NPV) of the contemplated work 
and asset management investments with and without implementation of the SCA Project? If the 
detailed estimates are not readily available, please provide a high level estimate stating the 
basis of the estimate. 

6.5 What assumptions, if any, have been made in the estimating the NPV of the SCA Project with 
regards to the contemplated work and asset management investment? Does whether the work 
and asset management investment proceed impact the expected costs or benefits of the SCA 
Project? If there are cost or benefit impacts please explain and provide an estimate of their 
magnitude. 

6.6 Please confirm that all costs increases in the work and asset management business processes, if 
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any, that would result from the implementation of the SCA Project have been included in the 
SCA Project cost estimate. 

6.7 What are the estimated incremental costs to the SCA Project that result from the decision to 
migrate incrementally from PassPort to SAP rather than proceed with a full SAP implementation 
and retirement of PassPort? 

6.8 Have the risks assessment that lead to the decision to migrate incrementally from PassPort to 
SAP materially changed since the decision was made? Please explain.  

 Reference: IDENTIFICATION OF ALTERNATIVES 7.0
Exhibit B-1, Section 3.2.1, p. 3-2 
PassPort alternatives 

On page 3-2 of the Application, BC Hydro states that it considered alternatives to SAP as part of its 
Definition Phase Business case in mid-2015 to ensure that SAP is the superior platform choice and that 
the Definition Phase Business Case analyzed two PassPort alternatives and one SAP alternative. BC 
Hydro later states that the alternatives analysis included in the Application eliminated one of the two 
PassPort options because it was determined the PassPort system could not be customized to meet all 
the Business Requirements. 
 
7.1 Was the negative assessment of PassPort’s ability to meet the business requirement based 

solely on customization activities? If not, please explain the other criteria.  

7.2 Was the assessment of PassPort’s ability to meet the business requirement based on the current 
BC Hydro implementation or was the latest version of the PassPort software and other PassPort 
modules included as part of this assessment? If not, please explain why not and why 
customization would be prioritized for evaluation over potential of-the-self software solutions. 

 Reference: IDENTIFICATION OF ALTERNATIVES 8.0
Exhibit B-1, Section 3.2.2, pp. 3-2 – 3-3; Attachment P, p. 7 
Selection of alternatives 

On page 3-2 of the Application, BC Hydro states: “The viability of [PassPort] is confirmed by its current 
use as the supply chain application at BC Hydro.” 
 
On page 3-3 of the Application, BC Hydro states: “Since all PassPort and SAP licenses and hardware for a 
new supply chain are already owned by BC Hydro, incremental software licenses and hardware costs 
including ongoing maintenance would add unnecessary cost to the project and ongoing maintenance 
costs.” 
 
In Attachment P on page 7, BC Hydro states that a new “best of breed” supply chain system was not be 
considered viable because it is inconsistent with BC Hydro’s current IT “common platform” strategy for 
enterprise applications and because of the investment BC Hydro has made to date in SAP. 

 
8.1 Can BC Hydro confirm that ALL licenses and hardware required for the two alternatives are 

already owned by BC Hydro. 

8.2 Please confirm that when the current PassPort Supply Chain system was selected for 
implementation it was consider a “best of breed” option. 

8.3 Does BC Hydro consider the PassPort option evaluated in this Application to be a fair 
representation of the current “best of breed” supply chain IT solutions? If not, please explain 
why more effort was not expended on developing a “best of breed” option for comparison.  
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8.3.1 Does BC Hydro agree with the statement that, in general, in comparing “best of breed” 
or fully integrated enterprise solutions that best of breed solutions would be expected 
to have more functionality (or at least equivalent functionality)1 compared to an 
integrated enterprise solution? If not, please explain. If yes, please provide rational for 
BC Hydro’s assessment that PassPort, the best in breed solution, has less functionality 
than SAP, the integrated enterprise solution. 

8.3.2 Was the decision not to evaluate other best of breed solutions made before or after it 
was determined that PassPort could not be configured to meet all the business 
requirements? 

 Reference: ALTERNATIVE ANALYSIS 9.0
Exhibit B-1, Section 3.3, pp. 3-4 – 3-5, 3-7, 3-9 – 3-10; Section 3.3.4, p. 3-14; 
Attachment E  
Alternative analysis 

On page 3-5 of the Application, BC Hydro states: “BC Hydro has not developed a conceptual design for 
Alternative 2 (PassPort) nor has there been a competitive bid process to firm up costs.” 
 
9.1 Please provide an explanation on why a conceptual design was not performed for both potential 

solutions? 
 
On page 3-7 of the Application, BC Hydro states: 

The basis of this analysis was an assessment of the extent to which SAP and PassPort-
based solutions are able to address the 13 capability gaps. BC Hydro determined that 
Alternative 1 (SAP) addresses the capability gaps significantly better than Alternative 2 
(PassPort). To determine this, each alternative was qualitatively assessed on its ability to 
address the capability gaps and was given a score between 0 and 4 using the following 
criteria… 

9.2 Did BC Hydro seek information from SAP regarding the cost, functionality and features of the 
SAP solution during or prior to this assessment process? If not, why not? 

9.3 Did BC Hydro seek information from Ventyx regarding the cost, functionality and features of the 
PassPort solution during or prior to this assessment process? If not, why not? 

 
On pages 3-4 and 3-5 of the Application, in Table 3-1, BC Hydro states the estimated range of the NPV of 
the revenue requirements impact for Alternative 1 (SAP) is -$4 million to $94 million and for Alternative 
2 (PassPort) -$39 million to $70 million. At face value, there is a substantial overlap of $74 million 
between the Alternative 2 high value and the Alterative 1 low value. However, the actual degree of cost 
overlap depends on the correlation between the estimates given variation in cost and benefit inputs. 
 
9.4 Please discuss the correlation between the NPV estimates for each of the major cost and benefit 

inputs (such as labour cost, labour productivity, exchanges rates, material and services savings, 
etc.). If possible, provide tornado diagrams showing sensitivity of the two mid-range NPV 
estimates to the major cost and benefit inputs. 

9.5 What is BC Hydro’s assessment of the probability that Alternative 2 (PassPort) would have a 

                                                           
1 For example see Is It the Beginning of the End for Best of Breed at https://www.atkearney.com/strategic-it/ideas-
insights/article/-/asset_publisher/LCcgOeS4t85g/content/is-it-the-beginning-of-the-end-for-best-of-breed-/10192 
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higher NPV than Alternative 1 (SAP)? 
 
On page 3-9 of the Application, for capability gap 2 (Limited contract management) BC Hydro states, 
“SAP has an advantage over PassPort in the way that key contract information is made available to users 
and the manner in which materials and services are requisitioned… For these reasons Alternative 1 (SAP) 
scored 4 and Alternative 2 (PassPort) scored 3.” Previously on page 2-9, BC Hydro described its limited 
ability to manage contracts stating, “Effectively managing a contract is dependent on ready access to the 
contract terms, contract conditions, and most importantly contract performance data, all of which are 
limited in the current system.” 
 
Later on page 3-9 of the Application, for capability gap 4 (Limited ability to manage individual supplier 
performance), BC Hydro scores both SAP and PassPort with a 4 stating, “Both PassPort and SAP offer 
functionality in this area. PassPort has a supplier performance module which could be utilized to record 
this information against suppliers. SAP has the Quality Management module and 1 other functionality to 
store and manage this information.” Previously on page 2-10 of the Application, BC Hydro states, “There 
is currently no system to track the performance of individual suppliers that BC Hydro contracts with.… A 
system that tracks and consolidates information about supplier performance would allow BC Hydro to 
more effectively avoid and/or eliminate the use of poor performing suppliers.” 

 
The table in Attachment E indicates that the L3 Processes are not in the SCA project scope: 

• 5.020.030 Manage Supplier Performance and Relationship Governance; 
• 5.080.030 Administer Contracts and Orders;  
• 5.080.040 Manage Contract Performance; 
• 5.080.050 Manage Change; and 
• 5.080.060 Close Contracts and Orders. 

9.6 Please confirm the above listed business processes are not in scope for the SCA Project. If 
confirmed, please explain why capability gaps 2 and 4 are included in the assessment criteria? 

 
On page 3-11 of the Application, for capability gap 10 (No self-serve option for routine service requests), 
BC Hydro states, “Automation of routine procurement is dependent on a services catalogue and an easy 
user interface to navigate and workflow. Given that Alternative 2 (PassPort) has more limited services 
catalogue capability than SAP, it scored 3 while Alternative 1 (SAP) scored 4.” 
 
9.7 Does the more limited services catalogue of alternative 2 (PassPort) still meet the requirements 

of the SCA Project? Please explain.  
 

On page 3-14 of the Application, BC Hydro states, “Alternative 2 (PassPort) introduces an additional 
technology risk not present in Alternative 1 (SAP). PassPort and SAP are each meant to run as a single 
integrated system. Alternative 2 (PassPort) would result in a more complex IT environment than under 
Alternative 1 (SAP). Alternative 2 (PassPort) would also be more challenging to modify in future. For 
these reasons Alternative 2 (PassPort) has an incremental technology risk relative to Alternative 1 (SAP). 
The specific technology risks identified in Table 4-4 are similar between Alternative 1 (SAP) and 
Alternative 2 (PassPort). 

 
The statement, “The specific technology risks identified in Table 4-4 are similar between…” refers to 
specific risks defined in Table 4-4 which includes the two following risks: Integration between SAP Fiori 
and UI5 screens are more costly to develop than anticipated; and interfaces to be developed between 
SAP and Unifier Construction Contract Management are new to BC Hydro, leading to unclear business 
needs. 
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9.8 Can BC Hydro confirm that these technology risks apply to both the PassPort and SAP solutions 
as stated and not just to the SAP solution as they seem to indicate? 

 
On page 3-14 of the Application, BC Hydro states: “Alternative 2 (PassPort) has a higher risk of poor 
quality due to the limited internal BC Hydro technical knowledge and capacity with PassPort available to 
undertake a project of this scale.” 

 
The statement “limited internal BC Hydro technical knowledge and capacity with PassPort” seems to 
imply the internal BC Hydro PassPort resources would deliver the project. For the SAP solution a third 
party system integrator is proposed to augment the BC Hydro SAP team.  
 
9.9 Would the same staffing model be applied to a PassPort project if chosen? If yes, would this 

address the risk raised?   

 Reference: ALTERNATIVE ANALYSIS 10.0
Exhibit B-1, Section 3.3.6, p. 3-17 
Selection of SAP option 

On page 3-17 of the Application, BC Hydro states that:  

The benefits analysis of alternatives is based on the benefits analysis included in section 
2.5, which applies to Alternative 1 (SAP). For the purposes of this analysis, BC Hydro 
multiplied the monetized benefit of addressing each capability gap under Alternative 1 
(SAP) by the ratio of the PassPort/SAP score described in Table 3-5 above. For example, 
the low and high monetized benefit estimates associated with addressing the first listed 
capability gap (Inability to manage service-related spend) under Alternative 1 (SAP) is 
$7.2 to $14.4. The ratio of the PassPort/SAP score with respect to each alternative’s 
ability to close this capability gap is 2/4, or 0.5. Multiplying the monetized benefit range 
by the ratio yields a benefit of $3.6 to $7.2.The Alternative 2 (PassPort) benefit amounts 
for the 13 capability gaps were then totaled. The results are shown in Table 3-8 below. 

10.1 Please confirm that the model of assessing business value is provided by a simple multiplication 
of the ratio of the Capability Gap Scoring value to the monetized benefit. 

10.2 Does BC Hydro believe that the realization of monetized benefits is linearly proportional to the 
score provided in the capability gap analysis? Please explain.  

10.3 When the gap analysis rating was performed were the evaluators aware that the scores would 
be used for monetized benefit calculation in the manner described? 

10.4 Did BC Hydro consider a more granular gap analysis scale (1 to 10 for example) to support a 
more precise monetized benefit calculation? If not, why not?  

10.5 Was any validation performed to confirm the correlation used between the capability gap and 
monetized benefits? If yes, please describe. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 11.0
Exhibit B-1, Attachment F, Tab D1; Section 3.3.5, p. 3-15 
PassPort direct costs 

BC Hydro states in Attachment F to the Application, Cell B2 of Tab D1: “This worksheet calculates the 
direct costs for a PassPort alternative. The PassPort cost is built up from the detailed SAP cost estimate, 
against which relative effort factors have been applied at the component level.” 
 
11.1 Please explain the process used by BC Hydro to develop the relative effort factors in Columns I 
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and L of Tab D1 to Attachment F of the Application. 

11.2 Please elaborate on why BC Hydro calculated the direct cost of the PassPort alternative based 
on the direct cost of the SAP alternative. 

 
BC Hydro states in footnote 26 to page 3-15 of the Application:  

A component was also added to the PassPort estimate to account for the work required 
to complete the equivalent of the early design work developed as part of the Supply 
Chain Transformation Blueprint. This component was calculated by taking the ratio of 
the design costs for PassPort and SAP multiplied by the value of the early design work 
used for the SAP alternative. 

11.3 Given that PassPort design costs are “built up from the detailed SAP cost estimate” please 
elaborate why “taking the ratio of the design costs for PassPort and SAP multiplied by the value 
of the early design work used for the SAP alternative” would produce an appropriate estimate of 
the cost to complete the equivalent early design work for the PassPort alternative.  

11.3.1 Please discuss what the anticipated cost and timing of obtaining an independent 
estimate of the cost of completing the equivalent early design work in the supply chain 
transformation blueprint would be for the PassPort alternative. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 12.0
Exhibit B-1, Attachment F, Tab E1; Attachment M 
Technology ongoing costs 

BC Hydro states in Attachment F to the Application, Tab E1, Row H, that 0.5 is a “High level estimate of 
the ratio of current PassPort support attributable to supply chain.”  
 
12.1 Please explain how BC Hydro determined the 0.5 estimate of the ratio of current PassPort 

support attributable to supply chain. 
 
BC Hydro states in Attachment F to the Application, Tab E1, Rows P and Q :  

Ongoing capital investment today in PassPort is minimized. If PassPort was upgraded to 
provide additional supply chain functionality, additional money would be spent annually 
maintaining PassPort. In absence of a better estimating model these numbers have been 
assumed to be the same as the ongoing SAP capital amounts. 

12.2 Please discuss why BC Hydro did not consider using historical PassPort capital costs to estimate 
ongoing PassPort capital costs. 

12.2.1 Under the PassPort alternative, please clarify whether future capital costs are expected 
to be the sum of current PassPort capital costs (Row K of Tab E1) and ongoing PassPort 
capital costs (Rows P/Q of Tab E1) or just ongoing PassPort capital costs (Row P/Q of Tab 
E1).  

12.3 Please explain the statement “ongoing capital investment today in PassPort is minimized.” 
Please include in your discussion when this decision was made, why it was made, and how it has 
or has not affected the current use, functionality and capabilities of PassPort.  

 
BC Hydro states in Attachment F to the Application, Tab E1, Rows I-K, to that current PassPort operating, 
licence and capital costs are “Used to offset ongoing SAP costs under the low ongoing cost scenario for 
SAP.” 
 
Furthermore, BC Hydro states in Attachment F to the Application, Tab A1, Row 27:  
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The low operating cost estimate assumes that additional SAP operating costs are offset 
by the retirement of PassPort after 4 years. The high operating cost estimate assumes 
no such retirement of PassPort. Four years is based on the assumption that BC Hydro 
will implement SAP work management and asset management 3 years after SCA in-
service and that PassPort is kept operational for 1 year following that date. 

12.4 Please discuss BC Hydro’s assumptions for current PassPort operating, licence and capital costs 
in the mid-cost scenario for SAP. Would it be appropriate to make a separate assumption 
regarding the timing of the retirement of PassPort for the mid-cost scenario?  

 
BC Hydro states in Attachment F to the Application, Tab E1, Rows R and S:  

Operational support for PassPort today is minimized. If PassPort was upgraded to 
provide additional supply chain functionality approximately 2-3 more resources would 
be required to properly support expanded supply chain functionality in PassPort. It 
should be noted that (1) PassPort already has some support and that (2) the scope of 
the PassPort project would be less than that of the SAP project and this would translate 
into a lower amount of additional support required. 

12.5 Please explain what is meant by “2-3 more resources would be required” in the above 
statement. 

12.5.1 Under the PassPort alternative, please clarify whether future operating costs are 
expected to be the sum of current PassPort operating costs (Rows I and J of Tab E1) and 
ongoing PassPort operating costs (Rows R/S of Tab E1) or just ongoing PassPort 
operating costs (Rows R/S of Tab E1). 

12.6 Please explain the statement, “operational support for PassPort today is minimized.” Please 
include in your discussion when this decision was made, why it was made, and how it has or has 
not affected the current use, functionality and capabilities of PassPort.  

12.7 Please explain why there are no amounts in Table 5 of Tab E1 to Attachment F until F2020.  

12.7.1 In a similar format as seen in Attachment M to the Application, please provide a project 
schedule for the PassPort alternative, including project stages and major milestones. 

 
Table 2 of Tab E1 in Attachment F to the Application shows the calculation of PassPort annual capital 
and operating costs from F2016 - F2030. 
 
12.8 Please explain why F2016 year-end forecast spend is the starting point for this calculation. Were 

alternatives, such as 3-year of 5-year historical average spends, considered? 

12.8.1 Please provide historical data for actual PassPort operating, licensing and capital costs 
from F2010 – F2015. 

 
C. PROJECT IMPLEMENTATION 

 Reference: CURRENT SUPPLY CHAIN 13.0
Exhibit B-1, Sections 2.4.1—2.4.3, pp. 2-13 –2-18, Section 4.7 
Project cost 

On page 2-13 of the Application, BC Hydro states the mid-range cost estimate of the SCA Project is $65.9 
million and provides a breakdown of the costs by phase in Table 2-2. 
 
13.1 Please provide a breakdown of the mid-range cost estimate categorized by spend area such as 
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System Integrator, QA Consultant, Other Consultants, Hardware, Software, BC Hydro Labour, 
Contingency, Reserve, etc. Please explicitly state all included contingencies. The cost categories 
are provided for clarification and the response need not explicitly follow them.  

13.2 Please confirm that the business drivers for the Materials Management Facility project listed on 
page 9 in Appendix I-A to BC Hydro F2017 to F2019 Revenue Requirements Application are 
separate from the SCA Project. If not confirmed, please explain how they are related. 

 
On page 2-15 of the Application, BC Hydro states it has included a four month schedule contingency to 
cover changes to the project in its control and that the project costs are based on the committed in-
service date (target in-service date plus schedule contingency). Table 2-4 indicates that a four month 
delay between Definition and Implementation will result in an additional $3.6 million in project costs. 

13.3 On what basis was the four month schedule contingency derived and what is BC Hydro’s 
estimate of the likelihood of it being used? 

13.4 What would be the change to the mid-range cost estimate if it were based on the target in-
service date rather than the committed in-service date? Please provide a breakdown of these 
changes by budget category (matching IR 13.1 above) of the cost change and explain any 
significant variation between the answer and the $3.6 million estimated for a four month delay 
between Definition and Implementation.  

13.5 What is BC Hydro’s estimate of the likelihood of achieving the target in-service date? 

13.6 Please explain why the costs associated with a project delay (anticipated by the schedule 
contingency) are included in the base estimate rather than the project cost contingency? 

 
On page 2-15 of the Application, BC Hydro states that the mid-range cost estimate contingency has been 
calculated as 20 percent of the total value of future direct costs and that the upper accuracy range of 
the estimate is +15 percent. 

 
13.7 Please explain how the 20 percent contingency was derived and explain why it is higher than the 

15 percent upper accuracy of the cost estimate. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 14.0
Exhibit B-1, Attachment F, Tab C1, C2 
Direct cost detail 

14.1 Please explain the nature of “IOMA” costs and BC Hydro’s regulatory accounting treatment for 
these costs.  

14.1.1 Please clarify whether IOMA costs are capitalized as part of the final project cost. If not, 
why not? Please reference IFRS in your response. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 15.0
Exhibit B-1, Attachment F, Tab C2, Table 10 
Interest during construction 

15.1 Please explain why future interest during construction (IDC) is calculated on future capital costs 
(only) rather than total future direct costs (capital and operating costs). 
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 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 16.0
Exhibit B-1, Attachment F, Tabs C1, C2 
Mid-range cost 

Using the information in Attachment F to the Application, Tabs C1 and C2, Commission staff prepared 
the following summary for the SAP mid-range cost:  

 

16.1 Please confirm, or otherwise amend, the table above prepared by Commission staff. 

16.2 In the same format as Commission staff’s table above, please provide a table for the PassPort 
mid-range cost. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 17.0
Exhibit B-1, Attachment F, Tab G1 
Net present value (NPV) of discounted cash flows (DCF) 

17.1 In Tab G1 in Attachment F, please explain why technology ongoing costs (rows E-G) of the NPV 
of DCF for all combinations of low, mid and high cost and low, mid and high benefit for SAP and 
PassPort alternatives are added to the net savings totals in rows K-L. 

17.2 Please explain the formula in Tab G1 of Attachment F for calculating ongoing capital and 
operating cash flow benefits.    
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 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 18.0
Exhibit B-1, Attachment F, Tab H1, Table 7 
Interest during construction 

In Table 7 of Tab H1 in Attachment F to the Application, BC Hydro provides a list of interest during 
construction rates by fiscal year for F2015 to F2022. 
 
18.1 Please explain and provide the source for the interest during construction rates, or explain and 

state any assumptions as they relate to these rates. 

 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS 19.0
Exhibit B-1, Attachment F, Tab H1, Table 4 
Inflation 

19.1 Please provide the source for the BC inflation rates included in Table 4 of Tab H1 to Attachment 
F of the Application, or explain and state any assumptions as they relate to these rates. 

 Reference: REVENUE REQUIREMENTS ANALYSIS 20.0
Exhibit B-1, Attachment F, Tab G2; Attachment J; Section 2.7, p. 2-31 – 2-33 

20.1 Please explain and provide the source of all inputs in Attachment J (Parts 1-6), including capital 
savings additions in Tab 3.0, and Tab 4.0 inputs (connected to Tab G2 of Attachment F?). 

20.2 Please discuss BC Hydro’s assumptions regarding weighted cost of debt in line 2 of Tab 2.0 to 
Attachment J (Parts 1-6). 

 
On page 2-33 of the Application, BC Hydro states: “For the purposes of calculating impacts to 
depreciation and finance charges, BC Hydro has assumed an average life of 30 years for assets procured 
using the new supply chain.” 
 
20.3 Please explain or discuss the reasons why BC Hydro assumed an average life span of 30 years for 

assets procured using the new supply chain. 

 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN 21.0
Exhibit B-1, Section 2.4, Table 2-2, p. 2-13; Attachment F, Tab C1 
Operating costs  

21.1 Please describe the nature of the direct costs classified as operating costs in Table 2-2 of the 
Application. Are these the same as IOMA costs in Tab C1 of Attachment F to the Application?  

21.1.1 Please explain why these costs are considered operating costs rather than capital costs, 
and why they are not capitalized if they are direct incremental costs of the supply chain 
application project. Please include reference(s) to International Financial Reporting 
Standards (IFRS) in your response. 

 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN 22.0
Exhibit B-1, Section 2.4.1, p. 2-14 
Direct project costs 

On page 2-14 of the Application, BC Hydro states: “The Identification Phase of $1.2 million was funded 
from the Information Technology operating budget.” 
 
22.1 Please clarify the meaning of the statement above, including how the $1.2 million is recovered 

from ratepayers. 
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 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN 23.0
Exhibit B-1, Section 4.2.7, p. 4-8; Section 4.2.8, pp. 4-10 – 4-11; Section 2.4.4, Table 2-
6, pp. 2-19 – 2-20; Attachment I, pp. 2, 4; BC Hydro F2017-F2019 Revenue 
Requirements Application (F2017-F2019 RRA), Exhibit B-1-1, Appendix A, Schedule 5S; 
Exhibit B-1; BC Hydro Inquiry of Expenditures related to the adoption of the SAP 
Platform (SAP Inquiry), Exhibit B-6, BCUC IR 1.12.2 
Supply chain transformation blueprint costs 

Using the information on page 4-8 and Section 4.2.8 of the Application, Commission staff prepared the 
following table summarizing BC Hydro’s allocation of the supply chain transformation blueprint costs:  
 

 
 
On page 2-19 of the Application, BC Hydro states, “As described in detail in section 4.2.7 of the 
Application, the Transformation Blueprint include a portion of early design work relating to BC Hydro’s 
supply chain. The total capital cost of this design work was approximately $13.7 million.” 
 
On page 4-8 of the Application, BC Hydro states: “As of March 2014, the total expenditures for the five 
Transformation Blueprint IT projects for which the Transformation Blueprint was prepared were about 
$33.1 million, including about $15.5 million for the supply chain component.” 
 
23.1 Please confirm, or otherwise amend, the table above prepared by Commission staff. 

23.2 Please clarify what was the total cost of the supply chain component of the transformation 
blueprint (i.e. $14.2 million, $13.7 million, $15.5 million or other amount).   

23.3 Please confirm BC Hydro initially capitalized into work in progress (WIP) all supply chain 
transformation blueprint costs and that WIP have not yet been recovered from ratepayers. If 
not confirmed, please explain what BC Hydro’s regulatory accounting treatment was for supply 
chain transformation blueprint costs. 

 
On page 2-20 of the Application, BC Hydro states it “wrote off approximately $2.1 million of the Supply 
Chain Transformation Blueprint costs” and provides the following table:  

 
  



BC Hydro - SCA Project Application 14 BCUC IR No. 1 
 

In response to BCUC Information Request (IR) 1.12.2 in the SAP Inquiry, BC Hydro stated “The costs 
which have been written off will not be recovered from ratepayers in the future.” 
 
23.4 Please confirm if BC Hydro’s response to BCUC IR 1.12.2 in the SAP Inquiry remains unchanged. 

If not confirmed, please discuss how the approximately $2.1 million write-off for supply chain 
transformation blueprint costs will be recovered from ratepayers. 

23.5 Please provide the title of the operating expense line item in Schedule 5S of Appendix A to 
Exhibit B-1-1 in the F2017-F2019 RRA which the approximately $2.1 million supply chain 
transformation blueprint write-off is captured. Please include reference(s) to relevant 
Commission or intervener information requests as part of your response. 

23.6 Please provide a copy of BC Hydro’s International Accounting Standards (IAS) 36 impairment 
assessment as it relates to the supply chain transformation blueprint write-down.  

 
BC Hydro explains on pages 2-19 and 2-20 of the Application, “BC Hydro calculated that the additional 
internal costs that BC Hydro would expect to incur during an additional 14 week period would be 
approximately $1.8 million.” 
 
23.7 Please provide the calculation of the $1.8 million internal BC Hydro project costs and explain 

whether it includes any contingency.  

23.8 Please explain why BC Hydro included a $1,218,394 contingency in the value of the supply chain 
transformation blueprint work. Please include in your discussion (i) the reasons why a 
contingency should be added, (ii) why a 20 percent contingency was considered appropriate, 
and (iii) why a contingency was added to the “Difference in System Integrator Cost” given that a 
15 percent contingency is already assumed in the system integrator’s design and mobilization 
estimate. 

 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN 24.0
Exhibit B-1, Section 2.4.6, p. 2-24; Attachment F, Tab E1 
Other costs 

BC Hydro states on page 2-24 of the Application:“… the Project will result in the impairment of the 
remaining PassPort supply chain IT asset. The projected net book value of the three supply chain-related 
PassPort IT assets as of May 2017 is approximately $1.0 million.” 

 
24.1 Please provide a copy of BC Hydro’s IAS 36 impairment assessment as it relates to the remaining 

supply chain-related PassPort IT assets.  

24.1.1 Please provide the amount of the calculated impairment loss, if any, and explain if the 
impairment will be recovered from ratepayers.  

24.2 Please provide a fixed asset continuity schedule (cost and accumulated depreciation) for each of 
the three supply chain-related PassPort IT assets and in total.  

24.3 Please provide the residual value, estimated useful life, and depreciation method for each of the 
three supply chain-related PassPort IT assets at the time of recognition. Please also provide 
historical changes (and reasons for these changes) to these accounting estimates, if any. 

 
On page 2-24 of the Application, BC Hydro states the following:  

…[BC Hydro] plans to begin accelerated depreciation of remaining supply chain PassPort 
IT system costs when Board and British Columbia Utilities Commission approvals have 
been granted for the Implementation Phase, and will fully depreciate the asset by the 
in-service date of the project. 
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In Attachment F to the Application, Tab E1, cells F10 and G10, BC Hydro describes the earliest date 
PassPort “could be retired” is July 1, 2023 or four years “[b]ased on the assumption that BC Hydro will 
implement SAP work management and asset management 3 years after SCA in-service and that PassPort 
is kept operational for 1 year following that date.” BC Hydro states on Row  27 of Tab A1 to Attachment 
F that this is the “Optimistic PassPort retirement after go-live.” 
 
BC Hydro states on page 1-6 of the Application: “BC Hydro believes that the SCA Project can be place in 
service by the end of July 2019…” 
 
24.4 Please explain why BC Hydro proposes to fully depreciate the remaining supply chain-related 

PassPort IT costs by the in-service date of the supply chain application project rather than the 
earliest date PassPort could be decommissioned.  

24.5 Please discuss the probability of BC Hydro’s “optimistic” assumption regarding the retirement of 
PassPort after go-live occurring. 

24.6 Please provide a comparison between current annual supply chain PassPort IT asset 
depreciation and the proposed annual accelerated depreciation, and state the number of fiscal 
years which this difference would apply. 

 Reference: COST ESTIMATE FOR NEW SUPPLY CHAIN 25.0
Exhibit B-1, Attachment F, Tab A1; Section 1.2.3, p. 1-11; Section 2.2.3, p. 2-7; Section 
2.4.6, p. 2-24 
Key inputs 

In Attachment F to the Application, Tab A1, in Row 34, BC Hydro states the expected asset life of the SAP 
supply chain IT platform is 10 years, as “[t]his is a standard asset life used by BC Hydro for enterprise 
technology assets like SAP.” 
 
On page 2-7 of the Application BC Hydro states: “PassPort [the current supply chain IT platform] and the 
associated supply chain business processes were implemented by BC Hydro in 2003.” 
 
On page 2-24 of the Application BC Hydro states: “The projected net book value [NBV] of the three 
supply chain-related PassPort IT assets as of May 2017 is approximately $1.0 million.” 
 
25.1 Please elaborate on why the expected useful life of the SAP supply chain IT platform is 10 years 

given that PassPort has been in use for more than 10 years and has a NBV of approximately $1.0 
million as of May 2017. What is BC Hydro’s depreciation period and method of depreciation for 
the enterprise-wide SAP IT platform and previously implemented SAP modules (Utilities 
Customer Care, Finance, Human Resources, and Project and Portfolio Management)? 

25.2 Please explain the basis for a net present value (NPV) discount rate of 7 percent.  

 Reference: Project Description 26.0
Exhibit B-1, Section 4.3, p. 4-12 
Scope 

On page 4-12 of the Application, BC Hydro states it already owns and uses Ariba but will require some 
additional licensing as part of the SCA Project.  
 
26.1 Please confirm that BC Hydro does not intend to replace or upgrade the existing Ariba software. 

26.2 What are the costs associated with the “additional licensing” for the Ariba and Fiori software? 
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 Reference: Project Description 27.0
Exhibit B-1, Sections 4.8.2, pp. 4-35 to 4-37 
Project risks 

On page 4-35 of the Application, BC Hydro identifies “Unforeseen functionality issues with the existing 
PassPort IT system” and states “deactivation of the PassPort supply chain may be more complex than 
anticipated” and mentions the tight integration of current PassPort processes with the asset 
management, work management and customer connections processes in PassPort.  On page 4-37 of the 
Application, BC Hydro identifies this as a medium probability with high impact.  
 
27.1 Please elaborate on this risk and any assessments completed to date on the selective 

deactivation of the supply chain functionality of PassPort. On what is the high impact 
assessment based? 

27.2 How significant is the business risk of potential disruptions to the work management, asset 
management and customer connections components of PassPort?   

27.3 Please explain why BC Hydro does not think it is necessary to further evaluate this risk to better 
foresee and assess functionality issues of the remaining PassPort capabilities in advance of 
definition and implementation stages?   

27.4 What would the cost and time required be to further evaluate and mitigate this risk to reduce its 
probability and/or impact? 

 Reference: Project Description 28.0
Exhibit B-1, Section 4.8.2, pp. 4-31, 4-32 
Project risks – benefit realization 

On page 4-31 of the Application, BC Hydro describes its key business risks “as having the potential to 
impact BC Hydro’s ability to realize business benefits” and identifies detailed benefit realization plans as 
mitigation for this risk.  
 
28.1 Will any benefit realization plans include metrics and/or measures for tracking the realization of 

financial benefits? 

28.1.1 If so, would it be BC Hydro’s intention to identify metrics and/or measures that can be 
correlated or associated with the Net Present Value assessment financial benefits? 

28.1.2 Will metrics and/or measures and their association with the financial benefits be 
included as part of the Implementation Planning deliverables in the Definition Phase?  

 Reference: Project Risk 29.0
SAP website 
SAP platform 

The SAP website product description for their Supply Chain Planning solution includes the following 
text:2 

Our software for supply chain planning includes: 

SAP Integrated Business Planning – The solution for real-time, integrated supply chain 
planning is built on the SAP HANA platform for cloud deployment. It was developed to 

                                                           
2 https://support.sap.com/release-upgrade-maintenance/release-strategy/portfolio/sap-product-portfolio/supply-chain-
management.html 

https://support.sap.com/release-upgrade-maintenance/release-strategy/portfolio/sap-product-portfolio/supply-chain-management.html
https://support.sap.com/release-upgrade-maintenance/release-strategy/portfolio/sap-product-portfolio/supply-chain-management.html
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deliver integrated, unified planning across sales and operations, demand, inventory, and 
supply and response planning while also functioning as the control tower for dashboard 
analytics and monitoring. It delivers a new paradigm of user experience and efficiency, 
applying SAP Fiori UX, real-time dashboards, advanced predictive analytics, interactive 
simulation, embedded social collaboration, and Microsoft Excel–enabled planning tables 

With respect to SAP Fiori, the SAP website also states: SAP Fiori has three app types which include 
Transactional apps, Fact sheets and Analytical apps; and that Fact Sheets and Analytical apps will only 
run on HANA. SAP website says Transactional apps run best on an SAP HANA database, but can also be 
ported to other databases with acceptable performance.3 

 
29.1 What base SAP platform does BC Hydro use? 

29.2 Please confirm, or otherwise explain, that BC Hydro understands that SAP is focusing their 
enterprise resource planning (ERP) software development activities on the HANA platform.  

29.3 Did BC Hydro factor a HANA migration and any subsequent reconfiguration and migration costs 
for this project in the sustainment calculations?  

29.3.1 Please confirm that the SAP Supply Chain Module will be unable to function without the 
base SAP platform. If not confirmed, please explain. 

29.3.2 Does BC Hydro have any plans or strategy concerning the migration of SAP platforms? If 
yes, please elaborate. 

29.3.3 If SAP were to stop providing support for BC Hydro’s existing SAP platform during the 
10-year accounting life of the SAP Supply Chain Module how would it impact the 
project? What is BC Hydro’s assessment of the likelihood and consequence of this risk. 
Please include a discussion any contractual arrangements or other assurances BC Hydro 
has with or from SAP on the continued support of the platform. 

29.4 Is HANA required for any SAP component of this project? If HANA is required, has it already 
been procured and installed?  

29.5 Will SAP Fiori be run on SAP HANA or ported? If it will be ported, has BC Hydro confirmed the 
SAP Fiori Transactional apps performance will be acceptable? 

 Reference: Contracting 30.0
Exhibit B-1, Sections 4.4.4, 4.8.2, 4.5.1.2, 4.5.3, 4.8.2; Attachment N, p. 22 
Systems’ Integrator selection and management 

On page 4-16 of the Application with respect to the System Integrator’s role, BC Hydro states that option 
3 costs more. 
 
30.1 Please provide the cost estimates of the four role options for the System Integrator. On what 

basis were the costs for the four options estimated? 

On page 4-20 of the Application, BC Hydro states that the system integrator’s price is fixed, unless the 
scope of services changes. On page 4-25 of the Application, BC Hydro states that “enhancements are 
identified” in the Definition Phase, and that this phase is scheduled to be complete in April 2018.  
 
30.2 Please confirm whether or not new enhancements being identified would count as a change in 

scope of services for the systems integrator.  

                                                           
3 http://help.sap.com/fiori_bs2013/helpdata/en/ec/a941524a6b6760e10000000a423f68/content.htm 
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30.3 If an enhancement identified between now and the end of the definition phase in April 2018 
changes the system integrator’s scope, please explain why BC Hydro considers the system 
integrator’s price to be “fixed” at this point.  

30.4 Please also explain why the risk of newly-identified enhancements changing scope and hence 
the system integrator’s price is not included as a project delivery risk in Section 4.8.2.  

30.5 Please describe how price was considered and evaluated in the selection of the System 
Integrator? How did the selected System Integrator rank on price compared to the other 
proposals? 

 
On page 22 of Attachment N, KPMG states, “The System Integrator has proposed a fixed priced contract 
and is sharing the project risks with BC Hydro.” 
 
Recommendation 32 of the Province’s 2011 Review of BC Hydro is to “[f]ully identify project risks in a 
risk register and communicate the assignment of capital project risks with vendors, for all large capital 
projects.” On page 66, the review states, “In order to provide assurances that the risks are effectively 
allocated and managed as planned, BC Hydro needs to identify the detailed risks in a project risk 
register, including who the risk was assigned to, who is monitoring it and the costs associated with the 
particular risks.” 
 
30.6 Please explain how the Systems Integrator is “sharing the project risks with BC Hydro” and what 

risk premium, if any, is BC Hydro paying for this risk transfer?  

30.6.1 How was the risk premium, if any, established? 

30.7 If BC Hydro has developed a risk register with risk assignments for the SCA Project please attach 
it. If not, does BC Hydro intend to develop such a risk register? If yes, when does it expect to 
complete the risk register? If BC Hydro does not intend to develop such a risk register, please 
explain if and how it will be following Recommendation 32 for the SCA Project? 

30.8 Please explain what the “incentives for good quality delivery” are.  

30.9 Please provide all the contractual terms of the proposed System Integrator contract that relate 
to risk sharing and performance incentives (and penalties, if any). 

In Table 4-5 on page 4-36 of the Application, BC Hydro list one of the identified risks as, “Proposed 
offshore development model is determined to be impractical or ineffective” with the corresponding 
mitigation plans: “Decision point in Definition Phase to determine if privacy concerns relating to data 
access adequately met” and “Development of detailed work procedures to mitigate quality risks 
associated with offshore development.” 
 
30.10 Please describe the planned activities that will lead up to the “Decision point in the Definition 

Phase.” 

30.11 Who is responsible for the “Development of detailed work procedures to mitigate quality risks 
associated with offshore development”? If it is BC Hydro, please explain why BC Hydro is 
retaining quality risks associated with of the work performed by the System Integrator. 

30.12 How many person-years of employment within British Columbia are expected to result from the 
SCA Project during the combined definition and implementation phases? What is the 
approximate percentage of the total project employment is this? 

30.13 How many positions at BC Hydro are expected to be eliminated and with the implementation of 
the SCA Project? How many positions are expected to be created?  
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D. APPROVALS SOUGHT AND REGULATORY PROCESS 

 Reference: APPROVALS SOUGHT 31.0
Exhibit B-1, Section 1.1, p. 1-2; Section 2.4.5, p. 2-22; Table 2-8; BC Hydro F2017-F2019 
Revenue Requirements Application (F2017-F2019 RRA), Exhibit B-1-1, Appendix A 
Phase one 

BC Hydro states on page 1-2 of the Application: “BC Hydro is requesting acceptance of the capital costs 
for the SCA Project up to the end of the Definition Phase, inducing costs in work-in-progress relating to 
early design work.” 
 
Furthermore, BC Hydro states on page 2-22 of the Application:  

Table 2-8 below summarizes the Project Cost Range for the costs up to the end of the 
Definition Phase of the project… The shaded cells represent the forecast of the capital 
cost of the SCA Project to the end of the Definition Phase, for which BC Hydro is seeking 
acceptance… 

31.1 Please confirm whether BC Hydro also seeks, as part of this Application, acceptance of the $2.5 
million to $2.8 million in operating costs up to the end of the Definition phase of the project, 
which are shown in Table 2-8 of the Application. If not, why not? Please confirm whether the 
operating costs up to the end of the Definition phase of the project are part of the operating 
cost forecast in the F2017-2019 RRA or in-addition to those costs.   

BC Hydro states on page 1-2 of the Application: “In Phase Two of the proceeding, BC Hydro will present 
its refined analysis of the Supply Chain Applications Project… and will request acceptance of the balance 
of the project capital expenditures to be incurred for the Implementation Phase.” 
 
31.2 Please confirm whether BC Hydro will seek acceptance in Phase Two of the proceeding the 

remaining balance of the $6.2 million to $7.5 million in total operating costs for the supply chain 
applications project, which are shown in Table 2-8 of the Application. If not, why not? Please 
confirm whether the Application operating costs up to the end of fiscal 2019 are part of the 
operating cost forecast in the F2017-2019 RRA or in-addition to those costs. 

 Reference: TWO PHASE REGULATORY PROCESS 32.0
Exhibit B-1, Section 1.1, pp. 1-2, 1-5 
Justification of proposed regulatory process 

On page 1-2 of the Application, BC Hydro proposes as two-phase regulatory process. On page 3-5 of the 
Application, BC Hydro states the estimate accuracy high range for Alternative 1 (SAP) is 15 percent and is 
equivalent to an AACE International Class 3 cost estimate. 
 
32.1 What is the expected total sunk cost of the Project at the time BC Hydro proposes the phase-

two regulatory approval?  

32.2 Given that BC Hydro has developed a Class 3 estimate with an accuracy of 15 percent and is 
proposing to move forward with a single project option, please explain why a BC Hydro is 
proposing a two-phase regulatory process. What differentiates this project from other CPCN and 
Section 44.2 approvals which have been approved with a single regulatory approval? 


	A-3_BCH_Supply_Chain_IR1.pdf
	A. PROJECT JUSTIFICATION
	1.0 Reference: CURRENT SUPPLY CHAIN Exhibit B-1 (Application), Attachment Q, p. 4; Attachment P, p. 54 Prevalence of SAP Supply Chain
	1.1 Of the above listed utilities which have implemented SAP based supply chain solutions and SAP based work and asset management solution?
	1.2 Did BC Hydro seek information of the success of the above projects? If yes, please provide any available details on the high level scope and approved and actual cost of the implementations.
	1.3 Does BC Hydro have any or know of any studies that identify the market share split between “best-of-breed” and common platform  supply chain solution providers for large utilities or other comparable category of company? Please provide the same in...
	1.4 Does BC Hydro have any or know of any studies that identify the market share leaders of supply chain solution providers for large utilities or other comparable category of company? If yes, please provide references to the studies and if applicable...

	2.0 Reference: CURRENT SUPPLY CHAIN Exhibit B-1, Section 2.5.3, p. 2-28 Non-monetized risk benefits
	2.1 For each of the identified risks categories listed above (and in Table 2-9), please provide BC Hydro’s best available estimate (using qualitative assessment techniques if necessary) of the likely consequences (provide a dollar amount when appropri...

	3.0 Reference: CURRENT SUPPLY CHAIN Exhibit B-1, Section 4.2.2, p. 4-2 Procurement Enhancement Initiative
	3.1 Did the capability gaps identified in BC Hydro’s supply chain through the Procurement Enhancement Initiative differ from the capability gaps identified in Section 2.3 of the Application? If yes please, provide a high-level description of the diffe...
	3.2 How much of the Procurement Enhancement Initiative was implemented and to what degree did it address the identified capability gaps?
	3.3 Did the Procurement Enhancement Initiative result in the benchmarking or examination of any options (such as outsourcing) not considered in this Application? If yes, please provide an explanation of these options and the findings associated with e...

	4.0 Reference: CURRENT SUPPLY CHAIN Exhibit B-1, Section 2.2.5, p. 2-8; Section 4.2.5, p. 4-5 BC Hydro’s capital plan
	4.1 Please describe the role BC Hydro’s supply chain currently plays in large capital projects and how it varies by contracting method.
	4.2 Please describe how the SCA Project will impact the contracting and execution of large capital projects. Are any changes to what materials and supplies get inventoried and/or warehoused in BC Hydro’s systems expected as a result of the SCA Project?
	4.2.1 Please confirm this is consistent with the Province’s recommendation #30 from its Review of BC Hydro report: “Capital staff work more closely with procurement staff to achieve the greatest value from innovative procurement approaches for example...
	4.2.2 Please assess the likelihood and potential consequence of innovative procurement approaches reducing the assumed future benefits of the SCA Project. Please explain the assessment.

	4.3 What assumptions were made in calculating the benefits and costs attributed to the SCA Project which are associated with the expected expenditures of on-going capital projects? Will capital projects switch to the SAP Supply Chain IT system during ...

	5.0 Reference: IDENTIFICATION OF ALTERNATIVES Exhibit B-1, p. 4-5 2011 Review of BC Hydro
	5.1 How has BC Hydro addressed this recommendation with the current PassPort system? Has BC Hydro made expenditures since 2011 to allow PassPort to utilize BC Bid technology?
	5.2 How will the SAP Supply Chain Application solution utilize BC Bid technology?


	B. IDENTIFICATION AND ANALYSIS OF ALTERNATIVES
	6.0 Reference: IDENTIFICATION OF ALTERNATIVES Exhibit B-1, Section 2.2.4, p. 2-7; Attachment H, p. 8 Relationship between supply chain, work management and asset management
	6.1 Please describe why the supply chain improvements are required to achieve the full benefits contemplated from the work management system.
	6.2 How much has been invested in work and asset management to date since the decision was made to implement SAP as an enterprise wide solution?
	6.3 What is the magnitude of the additional investments contemplated for work and asset management business processes and IT systems? When does BC Hydro contemplate making a decision to proceed with the work and asset management business processes and...
	6.3.1 Is it contemplated that this investment will include the conversion of the work and asset management IT systems to SAP?

	6.4 What are the estimated annual benefits and net present value (NPV) of the contemplated work and asset management investments with and without implementation of the SCA Project? If the detailed estimates are not readily available, please provide a ...
	6.5 What assumptions, if any, have been made in the estimating the NPV of the SCA Project with regards to the contemplated work and asset management investment? Does whether the work and asset management investment proceed impact the expected costs or...
	6.6 Please confirm that all costs increases in the work and asset management business processes, if any, that would result from the implementation of the SCA Project have been included in the SCA Project cost estimate.
	6.7 What are the estimated incremental costs to the SCA Project that result from the decision to migrate incrementally from PassPort to SAP rather than proceed with a full SAP implementation and retirement of PassPort?
	6.8 Have the risks assessment that lead to the decision to migrate incrementally from PassPort to SAP materially changed since the decision was made? Please explain.

	7.0 Reference: IDENTIFICATION OF ALTERNATIVES Exhibit B-1, Section 3.2.1, p. 3-2 PassPort alternatives
	7.1 Was the negative assessment of PassPort’s ability to meet the business requirement based solely on customization activities? If not, please explain the other criteria.
	7.2 Was the assessment of PassPort’s ability to meet the business requirement based on the current BC Hydro implementation or was the latest version of the PassPort software and other PassPort modules included as part of this assessment? If not, pleas...

	8.0 Reference: IDENTIFICATION OF ALTERNATIVES Exhibit B-1, Section 3.2.2, pp. 3-2 – 3-3; Attachment P, p. 7 Selection of alternatives
	8.1 Can BC Hydro confirm that ALL licenses and hardware required for the two alternatives are already owned by BC Hydro.
	8.2 Please confirm that when the current PassPort Supply Chain system was selected for implementation it was consider a “best of breed” option.
	8.3 Does BC Hydro consider the PassPort option evaluated in this Application to be a fair representation of the current “best of breed” supply chain IT solutions? If not, please explain why more effort was not expended on developing a “best of breed” ...
	8.3.1 Does BC Hydro agree with the statement that, in general, in comparing “best of breed” or fully integrated enterprise solutions that best of breed solutions would be expected to have more functionality (or at least equivalent functionality)0F  co...
	8.3.2 Was the decision not to evaluate other best of breed solutions made before or after it was determined that PassPort could not be configured to meet all the business requirements?


	9.0 Reference: ALTERNATIVE ANALYSIS Exhibit B-1, Section 3.3, pp. 3-4 – 3-5, 3-7, 3-9 – 3-10; Section 3.3.4, p. 3-14; Attachment E  Alternative analysis
	9.1 Please provide an explanation on why a conceptual design was not performed for both potential solutions?
	9.2 Did BC Hydro seek information from SAP regarding the cost, functionality and features of the SAP solution during or prior to this assessment process? If not, why not?
	9.3 Did BC Hydro seek information from Ventyx regarding the cost, functionality and features of the PassPort solution during or prior to this assessment process? If not, why not?
	9.4 Please discuss the correlation between the NPV estimates for each of the major cost and benefit inputs (such as labour cost, labour productivity, exchanges rates, material and services savings, etc.). If possible, provide tornado diagrams showing ...
	9.5 What is BC Hydro’s assessment of the probability that Alternative 2 (PassPort) would have a higher NPV than Alternative 1 (SAP)?
	 5.080.030 Administer Contracts and Orders;
	 5.080.040 Manage Contract Performance;
	 5.080.050 Manage Change; and
	 5.080.060 Close Contracts and Orders.
	9.6 Please confirm the above listed business processes are not in scope for the SCA Project. If confirmed, please explain why capability gaps 2 and 4 are included in the assessment criteria?
	9.7 Does the more limited services catalogue of alternative 2 (PassPort) still meet the requirements of the SCA Project? Please explain.
	9.8 Can BC Hydro confirm that these technology risks apply to both the PassPort and SAP solutions as stated and not just to the SAP solution as they seem to indicate?
	9.9 Would the same staffing model be applied to a PassPort project if chosen? If yes, would this address the risk raised?

	10.0 Reference: ALTERNATIVE ANALYSIS Exhibit B-1, Section 3.3.6, p. 3-17 Selection of SAP option
	10.1 Please confirm that the model of assessing business value is provided by a simple multiplication of the ratio of the Capability Gap Scoring value to the monetized benefit.
	10.2 Does BC Hydro believe that the realization of monetized benefits is linearly proportional to the score provided in the capability gap analysis? Please explain.
	10.3 When the gap analysis rating was performed were the evaluators aware that the scores would be used for monetized benefit calculation in the manner described?
	10.4 Did BC Hydro consider a more granular gap analysis scale (1 to 10 for example) to support a more precise monetized benefit calculation? If not, why not?
	10.5 Was any validation performed to confirm the correlation used between the capability gap and monetized benefits? If yes, please describe.

	11.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab D1; Section 3.3.5, p. 3-15 PassPort direct costs
	11.1 Please explain the process used by BC Hydro to develop the relative effort factors in Columns I and L of Tab D1 to Attachment F of the Application.
	11.2 Please elaborate on why BC Hydro calculated the direct cost of the PassPort alternative based on the direct cost of the SAP alternative.
	11.3 Given that PassPort design costs are “built up from the detailed SAP cost estimate” please elaborate why “taking the ratio of the design costs for PassPort and SAP multiplied by the value of the early design work used for the SAP alternative” wou...
	11.3.1 Please discuss what the anticipated cost and timing of obtaining an independent estimate of the cost of completing the equivalent early design work in the supply chain transformation blueprint would be for the PassPort alternative.


	12.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab E1; Attachment M Technology ongoing costs
	12.1 Please explain how BC Hydro determined the 0.5 estimate of the ratio of current PassPort support attributable to supply chain.
	12.2 Please discuss why BC Hydro did not consider using historical PassPort capital costs to estimate ongoing PassPort capital costs.
	12.2.1 Under the PassPort alternative, please clarify whether future capital costs are expected to be the sum of current PassPort capital costs (Row K of Tab E1) and ongoing PassPort capital costs (Rows P/Q of Tab E1) or just ongoing PassPort capital ...

	12.3 Please explain the statement “ongoing capital investment today in PassPort is minimized.” Please include in your discussion when this decision was made, why it was made, and how it has or has not affected the current use, functionality and capabi...
	12.4 Please discuss BC Hydro’s assumptions for current PassPort operating, licence and capital costs in the mid-cost scenario for SAP. Would it be appropriate to make a separate assumption regarding the timing of the retirement of PassPort for the mid...
	BC Hydro states in Attachment F to the Application, Tab E1, Rows R and S:
	12.5 Please explain what is meant by “2-3 more resources would be required” in the above statement.
	12.5.1 Under the PassPort alternative, please clarify whether future operating costs are expected to be the sum of current PassPort operating costs (Rows I and J of Tab E1) and ongoing PassPort operating costs (Rows R/S of Tab E1) or just ongoing Pass...

	12.6 Please explain the statement, “operational support for PassPort today is minimized.” Please include in your discussion when this decision was made, why it was made, and how it has or has not affected the current use, functionality and capabilitie...
	12.7 Please explain why there are no amounts in Table 5 of Tab E1 to Attachment F until F2020.
	12.7.1 In a similar format as seen in Attachment M to the Application, please provide a project schedule for the PassPort alternative, including project stages and major milestones.

	12.8 Please explain why F2016 year-end forecast spend is the starting point for this calculation. Were alternatives, such as 3-year of 5-year historical average spends, considered?
	12.8.1 Please provide historical data for actual PassPort operating, licensing and capital costs from F2010 – F2015.



	C. PROJECT IMPLEMENTATION
	13.0 Reference: CURRENT SUPPLY CHAIN Exhibit B-1, Sections 2.4.1—2.4.3, pp. 2-13 –2-18, Section 4.7 Project cost
	13.1 Please provide a breakdown of the mid-range cost estimate categorized by spend area such as System Integrator, QA Consultant, Other Consultants, Hardware, Software, BC Hydro Labour, Contingency, Reserve, etc. Please explicitly state all included ...
	13.2 Please confirm that the business drivers for the Materials Management Facility project listed on page 9 in Appendix I-A to BC Hydro F2017 to F2019 Revenue Requirements Application are separate from the SCA Project. If not confirmed, please explai...
	On page 2-15 of the Application, BC Hydro states it has included a four month schedule contingency to cover changes to the project in its control and that the project costs are based on the committed in-service date (target in-service date plus schedu...
	13.3 On what basis was the four month schedule contingency derived and what is BC Hydro’s estimate of the likelihood of it being used?
	13.4 What would be the change to the mid-range cost estimate if it were based on the target in-service date rather than the committed in-service date? Please provide a breakdown of these changes by budget category (matching IR 13.1 above) of the cost ...
	13.5 What is BC Hydro’s estimate of the likelihood of achieving the target in-service date?
	13.6 Please explain why the costs associated with a project delay (anticipated by the schedule contingency) are included in the base estimate rather than the project cost contingency?
	13.7 Please explain how the 20 percent contingency was derived and explain why it is higher than the 15 percent upper accuracy of the cost estimate.

	14.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab C1, C2 Direct cost detail
	14.1 Please explain the nature of “IOMA” costs and BC Hydro’s regulatory accounting treatment for these costs.
	14.1.1 Please clarify whether IOMA costs are capitalized as part of the final project cost. If not, why not? Please reference IFRS in your response.


	15.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab C2, Table 10 Interest during construction
	15.1 Please explain why future interest during construction (IDC) is calculated on future capital costs (only) rather than total future direct costs (capital and operating costs).

	16.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tabs C1, C2 Mid-range cost
	16.1 Please confirm, or otherwise amend, the table above prepared by Commission staff.
	16.2 In the same format as Commission staff’s table above, please provide a table for the PassPort mid-range cost.

	17.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab G1 Net present value (NPV) of discounted cash flows (DCF)
	17.1 In Tab G1 in Attachment F, please explain why technology ongoing costs (rows E-G) of the NPV of DCF for all combinations of low, mid and high cost and low, mid and high benefit for SAP and PassPort alternatives are added to the net savings totals...
	17.2 Please explain the formula in Tab G1 of Attachment F for calculating ongoing capital and operating cash flow benefits.

	18.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab H1, Table 7 Interest during construction
	18.1 Please explain and provide the source for the interest during construction rates, or explain and state any assumptions as they relate to these rates.

	19.0 Reference: PROJECT COSTS RANGE, BENEFITS AND NPV OF DISCOUNTED CASH FLOWS Exhibit B-1, Attachment F, Tab H1, Table 4 Inflation
	19.1 Please provide the source for the BC inflation rates included in Table 4 of Tab H1 to Attachment F of the Application, or explain and state any assumptions as they relate to these rates.

	20.0 Reference: REVENUE REQUIREMENTS ANALYSIS Exhibit B-1, Attachment F, Tab G2; Attachment J; Section 2.7, p. 2-31 – 2-33
	20.1 Please explain and provide the source of all inputs in Attachment J (Parts 1-6), including capital savings additions in Tab 3.0, and Tab 4.0 inputs (connected to Tab G2 of Attachment F?).
	20.2 Please discuss BC Hydro’s assumptions regarding weighted cost of debt in line 2 of Tab 2.0 to Attachment J (Parts 1-6).
	20.3 Please explain or discuss the reasons why BC Hydro assumed an average life span of 30 years for assets procured using the new supply chain.

	21.0 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN Exhibit B-1, Section 2.4, Table 2-2, p. 2-13; Attachment F, Tab C1 Operating costs
	21.1 Please describe the nature of the direct costs classified as operating costs in Table 2-2 of the Application. Are these the same as IOMA costs in Tab C1 of Attachment F to the Application?
	21.1.1 Please explain why these costs are considered operating costs rather than capital costs, and why they are not capitalized if they are direct incremental costs of the supply chain application project. Please include reference(s) to International...


	22.0 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN Exhibit B-1, Section 2.4.1, p. 2-14 Direct project costs
	22.1 Please clarify the meaning of the statement above, including how the $1.2 million is recovered from ratepayers.

	23.0 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN Exhibit B-1, Section 4.2.7, p. 4-8; Section 4.2.8, pp. 4-10 – 4-11; Section 2.4.4, Table 2-6, pp. 2-19 – 2-20; Attachment I, pp. 2, 4; BC Hydro F2017-F2019 Revenue Requirements Application (F2017...
	23.1 Please confirm, or otherwise amend, the table above prepared by Commission staff.
	23.2 Please clarify what was the total cost of the supply chain component of the transformation blueprint (i.e. $14.2 million, $13.7 million, $15.5 million or other amount).
	23.3 Please confirm BC Hydro initially capitalized into work in progress (WIP) all supply chain transformation blueprint costs and that WIP have not yet been recovered from ratepayers. If not confirmed, please explain what BC Hydro’s regulatory accoun...
	23.4 Please confirm if BC Hydro’s response to BCUC IR 1.12.2 in the SAP Inquiry remains unchanged. If not confirmed, please discuss how the approximately $2.1 million write-off for supply chain transformation blueprint costs will be recovered from rat...
	23.5 Please provide the title of the operating expense line item in Schedule 5S of Appendix A to Exhibit B-1-1 in the F2017-F2019 RRA which the approximately $2.1 million supply chain transformation blueprint write-off is captured. Please include refe...
	23.6 Please provide a copy of BC Hydro’s International Accounting Standards (IAS) 36 impairment assessment as it relates to the supply chain transformation blueprint write-down.
	23.7 Please provide the calculation of the $1.8 million internal BC Hydro project costs and explain whether it includes any contingency.
	23.8 Please explain why BC Hydro included a $1,218,394 contingency in the value of the supply chain transformation blueprint work. Please include in your discussion (i) the reasons why a contingency should be added, (ii) why a 20 percent contingency w...

	24.0 Reference: PROJECT COST RANGE FOR NEW SUPPLY CHAIN Exhibit B-1, Section 2.4.6, p. 2-24; Attachment F, Tab E1 Other costs
	24.1 Please provide a copy of BC Hydro’s IAS 36 impairment assessment as it relates to the remaining supply chain-related PassPort IT assets.
	24.1.1 Please provide the amount of the calculated impairment loss, if any, and explain if the impairment will be recovered from ratepayers.

	24.2 Please provide a fixed asset continuity schedule (cost and accumulated depreciation) for each of the three supply chain-related PassPort IT assets and in total.
	24.3 Please provide the residual value, estimated useful life, and depreciation method for each of the three supply chain-related PassPort IT assets at the time of recognition. Please also provide historical changes (and reasons for these changes) to ...
	24.4 Please explain why BC Hydro proposes to fully depreciate the remaining supply chain-related PassPort IT costs by the in-service date of the supply chain application project rather than the earliest date PassPort could be decommissioned.
	24.5 Please discuss the probability of BC Hydro’s “optimistic” assumption regarding the retirement of PassPort after go-live occurring.
	24.6 Please provide a comparison between current annual supply chain PassPort IT asset depreciation and the proposed annual accelerated depreciation, and state the number of fiscal years which this difference would apply.

	25.0 Reference: COST ESTIMATE FOR NEW SUPPLY CHAIN Exhibit B-1, Attachment F, Tab A1; Section 1.2.3, p. 1-11; Section 2.2.3, p. 2-7; Section 2.4.6, p. 2-24 Key inputs
	25.1 Please elaborate on why the expected useful life of the SAP supply chain IT platform is 10 years given that PassPort has been in use for more than 10 years and has a NBV of approximately $1.0 million as of May 2017. What is BC Hydro’s depreciatio...
	25.2 Please explain the basis for a net present value (NPV) discount rate of 7 percent.

	26.0 Reference: Project Description Exhibit B-1, Section 4.3, p. 4-12 Scope
	26.1 Please confirm that BC Hydro does not intend to replace or upgrade the existing Ariba software.
	26.2 What are the costs associated with the “additional licensing” for the Ariba and Fiori software?

	27.0 Reference: Project Description Exhibit B-1, Sections 4.8.2, pp. 4-35 to 4-37 Project risks
	27.1 Please elaborate on this risk and any assessments completed to date on the selective deactivation of the supply chain functionality of PassPort. On what is the high impact assessment based?
	27.2 How significant is the business risk of potential disruptions to the work management, asset management and customer connections components of PassPort?
	27.3 Please explain why BC Hydro does not think it is necessary to further evaluate this risk to better foresee and assess functionality issues of the remaining PassPort capabilities in advance of definition and implementation stages?
	27.4 What would the cost and time required be to further evaluate and mitigate this risk to reduce its probability and/or impact?

	28.0 Reference: Project Description Exhibit B-1, Section 4.8.2, pp. 4-31, 4-32 Project risks – benefit realization
	28.1 Will any benefit realization plans include metrics and/or measures for tracking the realization of financial benefits?
	28.1.1 If so, would it be BC Hydro’s intention to identify metrics and/or measures that can be correlated or associated with the Net Present Value assessment financial benefits?
	28.1.2 Will metrics and/or measures and their association with the financial benefits be included as part of the Implementation Planning deliverables in the Definition Phase?


	29.0 Reference: Project Risk SAP website SAP platform
	29.1 What base SAP platform does BC Hydro use?
	29.2 Please confirm, or otherwise explain, that BC Hydro understands that SAP is focusing their enterprise resource planning (ERP) software development activities on the HANA platform.
	29.3 Did BC Hydro factor a HANA migration and any subsequent reconfiguration and migration costs for this project in the sustainment calculations?
	29.3.1 Please confirm that the SAP Supply Chain Module will be unable to function without the base SAP platform. If not confirmed, please explain.
	29.3.2 Does BC Hydro have any plans or strategy concerning the migration of SAP platforms? If yes, please elaborate.
	29.3.3 If SAP were to stop providing support for BC Hydro’s existing SAP platform during the 10-year accounting life of the SAP Supply Chain Module how would it impact the project? What is BC Hydro’s assessment of the likelihood and consequence of thi...

	29.4 Is HANA required for any SAP component of this project? If HANA is required, has it already been procured and installed?
	29.5 Will SAP Fiori be run on SAP HANA or ported? If it will be ported, has BC Hydro confirmed the SAP Fiori Transactional apps performance will be acceptable?

	30.0 Reference: Contracting Exhibit B-1, Sections 4.4.4, 4.8.2, 4.5.1.2, 4.5.3, 4.8.2; Attachment N, p. 22 Systems’ Integrator selection and management
	30.1 Please provide the cost estimates of the four role options for the System Integrator. On what basis were the costs for the four options estimated?
	30.2 Please confirm whether or not new enhancements being identified would count as a change in scope of services for the systems integrator.
	30.3 If an enhancement identified between now and the end of the definition phase in April 2018 changes the system integrator’s scope, please explain why BC Hydro considers the system integrator’s price to be “fixed” at this point.
	30.4 Please also explain why the risk of newly-identified enhancements changing scope and hence the system integrator’s price is not included as a project delivery risk in Section 4.8.2.
	30.5 Please describe how price was considered and evaluated in the selection of the System Integrator? How did the selected System Integrator rank on price compared to the other proposals?
	30.6 Please explain how the Systems Integrator is “sharing the project risks with BC Hydro” and what risk premium, if any, is BC Hydro paying for this risk transfer?
	30.6.1 How was the risk premium, if any, established?

	30.7 If BC Hydro has developed a risk register with risk assignments for the SCA Project please attach it. If not, does BC Hydro intend to develop such a risk register? If yes, when does it expect to complete the risk register? If BC Hydro does not in...
	30.8 Please explain what the “incentives for good quality delivery” are.
	30.9 Please provide all the contractual terms of the proposed System Integrator contract that relate to risk sharing and performance incentives (and penalties, if any).
	30.10 Please describe the planned activities that will lead up to the “Decision point in the Definition Phase.”
	30.11 Who is responsible for the “Development of detailed work procedures to mitigate quality risks associated with offshore development”? If it is BC Hydro, please explain why BC Hydro is retaining quality risks associated with of the work performed ...
	30.12 How many person-years of employment within British Columbia are expected to result from the SCA Project during the combined definition and implementation phases? What is the approximate percentage of the total project employment is this?
	30.13 How many positions at BC Hydro are expected to be eliminated and with the implementation of the SCA Project? How many positions are expected to be created?


	D. APPROVALS SOUGHT AND REGULATORY PROCESS
	31.0 Reference: APPROVALS SOUGHT Exhibit B-1, Section 1.1, p. 1-2; Section 2.4.5, p. 2-22; Table 2-8; BC Hydro F2017-F2019 Revenue Requirements Application (F2017-F2019 RRA), Exhibit B-1-1, Appendix A Phase one
	31.1 Please confirm whether BC Hydro also seeks, as part of this Application, acceptance of the $2.5 million to $2.8 million in operating costs up to the end of the Definition phase of the project, which are shown in Table 2-8 of the Application. If n...
	31.2 Please confirm whether BC Hydro will seek acceptance in Phase Two of the proceeding the remaining balance of the $6.2 million to $7.5 million in total operating costs for the supply chain applications project, which are shown in Table 2-8 of the ...

	32.0 Reference: TWO PHASE REGULATORY PROCESS Exhibit B-1, Section 1.1, pp. 1-2, 1-5 Justification of proposed regulatory process
	32.1 What is the expected total sunk cost of the Project at the time BC Hydro proposes the phase-two regulatory approval?
	32.2 Given that BC Hydro has developed a Class 3 estimate with an accuracy of 15 percent and is proposing to move forward with a single project option, please explain why a BC Hydro is proposing a two-phase regulatory process. What differentiates this...




