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REQUESTOR NAME: Clean Energy Association of B.C. (“CEBC”)

INFORMATION REQUEST ROUND NO: 1

TO: B.C. Sustainable Energy Association and Sierra Club B.C. (“BCSEA-SCBC”)

DATE: March 10, 2017

PROJECT NO:  3698869 / Order G-40-16

APPLICATION NAME: B.C. Hydro and Power Authority (“BCH” or “BC Hydro”) F2017-F2019 
Revenue Requirements Application (“F17-19 RRA” or “RRA”)
____________________________________________________________________________________

1.0 Reference: Exhibit C1-8, Intervener Evidence of BCSEA-SCBC, testimony of James 
Grevatt, Energy Futures Group, Inc. (“EFG”) page 20.

In its conclusions, EFG advances the view that BC Hydro should pursue a higher level of DSM program 
expenditures and that “doing so will provide greater cost-effective benefits to ratepayers...”.

To put the quantity of energy saved by demand side management (“DSM”) into the perspective of BC 
Hydro’s total domestic load, BC Hydro has provided the following chart (taken from a BC Hydro briefing 
dated December 12, 2016, entitled “Site C Project Update”):

Note that this chart does not describe the actual domestic load that has occurred over the time period, but 
rather the hypothetical load that would have occurred if BC Hydro had not invested over $1.5 billion into 
its DSM efforts.  According to Exhibit B-1-1, Appendix A, Schedule 2.2, in the past 10 years alone, BCH 
has amortized $540 million into electricity rates, and there is still a balance of $907 million remaining to 
be amortized into future rates.

In this chart, BC Hydro has done the work of adding back the impacts of DSM over the period -- albeit 
the hypothetical impacts, since these demands never actually happened.  If the actual domestic loads  that 
did occur over this period (taken from Exhibit B-1-1, Appendix A, Schedule 14, line 10, or from BC 
Hydro’s response to CEBC IR 2.31.3, Exhibit B-15) are added to this chart, the difference between the 
two lines represents the savings attributed to DSM over the period, as shown in the following chart:
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On this chart, the upper line (red) is the same as the previous chart, and the lower line (blue) depicts the 
ACTUAL Total Domestic Load that did occur, for comparison to the hypothetical load that would have 
pertained in the absence of DSM savings.  From this chart, it is evident that the DSM savings reached 
11,000 GWh/yr in F2013 and have increased since then.

To put this amount of savings into context, when BC Hydro conducted its Conservation Potential Review 
in 2007, its consultants concluded that the “Upper Achievable” level of “Potential Annual Savings 
(GWh/yr)” would be approximately 10,800 GWh by F2021.  Hence, in the context of the potential 
savings, BC Hydro appears to have exceeded its upper level of expectations 8 years ahead of schedule.

1.1 In EFG’s experience, is 11,000 GWh of savings a high, medium, or low level of achievement to 
expect from a $1.5 billion level of expenditure?  Can you offer other comparators to substantiate 
this judgment?

1.2 In EFG’s opinion, how long should the existing DSM savings be counted on to persist?  Does 
EFG believe that the persistence of any given demand side measure should be considered to be 
equal to the service life of any newly installed equipment, or should it be limited to the number of 
years before natural conservation would have achieved the same savings?  Can you illustrate with 
any examples from your experience?

1.3 Would EFG agree that further savings, from this point on, must come predominantly from 
improvements to the efficiencies of the existing loads, since new loads will already be employing 
the newest and most efficient technologies?

1.4 In EFG’s experience, at what point do further DSM program expenditures begin to produce 
diminishing returns, due to the fact that all the best opportunities for efficiency gains have already 
been exploited?
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2.0 Reference: Exhibit C1-8, Intervener Evidence of BCSEA-SCBC, testimony of James Grevatt, 
Energy Futures Group, Inc., page 12:

In discussing the merits of converting electrically-heated homes to using heat pumps, EFG states, “On 
average these projects saved nearly 2,500 kWh/year each,... Rebate averages ranged from $570-$800 
depending on the specific program and time period.  If another 10% of the 300,000 homes with electric 
resistance heat could cost-effectively install highly efficient heat pumps to replace the existing resistance 
heating, which seems plausible, it would be four times the number that were completed over the previous 
eight-year period, with substantial savings for homeowners and (based on the UCT) all BC Hydro 
ratepayers.”

2.1 Does EFG agree that customers who would be likely to spend the amount of capital on a heat 
pump would tend to be among the larger energy consumers?  Would they, therefore, be likely to 
obtain all of the 2,500 kWh of savings at the Residential Tier 2 price, which is currently at 
approximately $0.12/kWh, meaning annual savings would amount to around $300/year?

2.2 Does EFG also agree that there would be no GHG reductions as a result of this heat pump 
program, since the objective is merely a reduction in electricity consumption?

2.3 In EFG’s experience, what level of return on investment is implied for these customers to make a 
savings of $300/year?  Please explain your calculation.  In EFG’s opinion, is that level of return 
considered attractive enough to induce people to make such an investment?  If not, what level of 
incentive would be required to make the return sufficiently attractive?

2.4 If BC Hydro payed an incentive of $800 per unit for 30,000 units (10% of 300,000) that would 
cost Hydro ratepayers $24 million.  On top of that, they would lose $300/unit/year, or $9 million 
in lost billing revenue every year.  If the energy saved was sold at a market price of $0.03/kWh, 
that would only compensate the costs by $2.25 million per year.  Please explain how this could be 
considered “a substantial savings” for BC Hydro’s other ratepayers.

2.5 Even if the energy savings were valued at the LRMC of $0.085/kWh, that would still only recoup 
about $6.4 million per year, so please explain how this could ever recover the $24 million 
investment when it is losing $2.6 million per year.  How can this be considered a benefit to the 
non-participating ratepayers?

2.6 Does EFG have experience with other heat pump programs which could displace gas heating and 
thereby also earn GHG credits?  If so, please give some examples of the economics of such 
programs.  What levels of GHG credits do they receive, and what levels of incentives do they 
require?

2.6 Is ducting required when a heat pump replaces electric resistance heat and if yes what is the 
median expected cost per conversion? How is this cost factored into the cost effective conversion 
calculation?




