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Q1. What is the purpose of this rebuttal evidence? 1 

A1. The purpose of this rebuttal evidence is to respond to the evidence filed by the 2 

British Columbia Sustainable Energy Association and Sierra Club of British 3 

Columbia (BCSEA-SCBC),1 the Association of Major Power Customers of 4 

British Columbia (AMPC), Clean Energy Association of BC (CEABC), 5 

Mr. Landale, and the Zone II Ratepayers Group (Zone II).  6 

Q2. Has BC Hydro addressed in this Rebuttal Evidence every aspect of 7 

intervener evidence with which it takes issue? 8 

A2. No. In order to be efficient, our Rebuttal Evidence includes responses to the 9 

main points or themes in intervener submissions, where we considered such 10 

responses necessary to provide additional evidence. As we have sought to 11 

avoid repetition and have not attempted to respond on a line-by-line basis, our 12 

silence on particular matters should not be interpreted as agreement with 13 

intervener evidence. 14 

Q3. How is this rebuttal evidence organized? 15 

A3. This rebuttal evidence is organized under the following main sections: 16 

 Section 1 - Response to Evidence of BCSEA-SCBC; 17 

 Section 2- Response to Evidence of AMPC; 18 

 Section 3 - Response to Evidence of CEABC; 19 

 Section 4- Response to Evidence of Mr. Landale; 20 

 Section 5 - Response to Evidence of Zone II; 21 

 Section 6 - Termination of Accenture Business Services Contract ; and 22 

 Section 7 - Conclusion 23 

                                            
1
  Exhibit C1-8. 
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1 Response to Evidence of BCSEA-SCBC 1 

Q1. BCSEA-SCBC retained James Grevatt, Energy Futures Group, Inc., (EFG) 2 

to review and analyze BC Hydro’s F2017 - F2019 Revenue Requirements 3 

Application and F2017-F2019 DSM Expenditure Schedule (the DSM Plan) 4 

“in order to determine if there are opportunities for BC Hydro to increase 5 

the benefits it provides to ratepayers and to the Province through its 6 

DSM initiatives.”2 How do you intend to organize your response to EFG’s 7 

evidence?  8 

A1. In this rebuttal evidence, we will address EFG’s comments on the following 9 

points: the level of demand-side management expenditures, changing 10 

customer needs, capacity-focused demand-side management, low-carbon 11 

electrification, and BC Hydro’s ability to ramp up demand-side management 12 

expenditures.  13 

Many of EFG’s comments are already addressed by evidence on the record in 14 

this proceeding, and we will not repeat that evidence here. For instance: 15 

 Regarding BCSEA’s position that it would be more beneficial to increase 16 

demand-side management expenditures, BC Hydro’s rationale for its 17 

proposed level of demand-side expenditures is explained in section 10.3 18 

of the Application and also in BC Hydro’s responses to BCSEA IR 1.2.1 19 

and BCUC IR 2.312.1, with supporting details in numerous other 20 

responses to information requests.  21 

 Regarding BCSEA’s comments on broad access to programs, we have 22 

filed evidence showing that our programs provide broad access to savings 23 

opportunities, including the level of program expenditures,3 the availability 24 

                                            
2
  Exhibit C1-8, page 2. 

3
  Table 10-7 of the Application ($276 million in proposed expenditures on programs over the test period 

(including Thermo-Mechanical Pulp).  
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of broad and targeted programs,4 efforts to reach hard to access 1 

customers,5 the extent of the forecast customer bill savings,6 the 2 

symmetry between the portfolio savings opportunities for each customer 3 

class and the proportion of expected electricity load,7 expected participant 4 

totals over the test period,8 and planned activities to maintain public 5 

awareness.9 6 

1.1 BC Hydro is Pursuing the Appropriate Level of Demand-Side 7 

Management Expenditures 8 

Q2. EFG is critical of the 66 per cent savings target in the Clean Energy Act, 9 

and states that it “should be considered a floor, rather than a ceiling for 10 

savings”. Does BC Hydro treat the 66 per cent savings target in the Clean 11 

Energy Act as a floor or a ceiling for savings? 12 

A2. We treat the 66 per cent savings target in the Clean Energy Act as a floor for 13 

savings. For example, all three of the demand-side management alternatives 14 

considered in the Fiscal 2017 to Fiscal 2019 Revenue Requirements 15 

Application exceed the 66 per cent savings target.  16 

Q3. Are there any plans to revisit the percent of load growth target that is 17 

currently included in the Clean Energy Act? 18 

A3. Yes. As indicated in the Minister’s letter of December 16, 2015, attached as 19 

Appendix BB of the Application, we will be consulting on a new long-term 20 

conservation target (post 2020) through the 2018 integrated resource planning 21 

                                            
4
  Exhibit B-9, BCUC IR 1.176.5 (referencing offers available to each sector and individual customers). 

5
  Exhibit B-9, BCUC IR 1.176.5.1 (describing efforts to provide access to hard to reach customers). 

6
  Table 8 of Appendix W of the Application (forecast customer cumulative bill savings $203.9 million from 

programs over the test period and, with the inclusion of savings from rates structures and codes and 
standards, customers are forecast to save $568.7 million on their electricity bills over the test period). 

7
  Exhibit B-14, BCUC IR 2.316.1.1. 

8
  Exhibit B-9, BCUC IR 1.184.4 Attachment 1, Incentive per Participant, columns E, F and G of rows 27, 33 and 

41. Residential sector: over one million; commercial: approximately 4,000; and industrial sector: approximately 
900. 

9
   Exhibit B-9, BCUC IR 1.188.1. 
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process. Through that process, we anticipate conducting a jurisdictional 1 

review, which will look at different metrics for the target and the applicability of 2 

those metrics to BC Hydro’s demand-side management plan. We expect to 3 

recommend a new target in the 2018 Integrated Resource Plan, which will be 4 

submitted to Government for their consideration and approval. 5 

Q4. Is EFG’s view that BC Hydro should pursue all cost-effective 6 

demand-side measures (as measured in accordance with 7 

cost-effectiveness tests) consistent with government policy? 8 

A4. No. EFG’s position is inconsistent with the policy direction of government. The 9 

conservation targets set by government for BC Hydro have been a percentage 10 

of load growth, which is different than taking all cost-effective demand-side 11 

management (i.e., all demand-side measures with a benefit to cost ratio of 1.0 12 

or greater). The 2013 Integrated Resource Plan, which was approved by 13 

government, also included a larger portfolio of demand-side management that 14 

had a benefit to cost ratio of 1.0 or greater, but was not selected. This reflects 15 

government policy to balance a variety of objectives, including the pursuit of 16 

demand-side management. A summary of the policy direction on this topic is 17 

set out below.  18 

The first demand-side management targets in the province appeared in the 19 

2007 Energy Plan. The 2007 Energy Plan included the following policy actions 20 

related to conservation (page 5):  21 

 Set an ambitious conservation target, to acquire 50 per cent of 22 

BC Hydro’s incremental resource needs through conservation by 2020. 23 

 Encourage utilities to pursue cost effective and competitive demand-side 24 

management opportunities. 25 

The 2007 Energy Plan (page 5) also included the following discussion 26 

regarding conservation targets:  27 
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The BC Energy Plan sets an ambitious conservation target, to 1 

acquire 50 per cent of BC Hydro’s incremental resource needs 2 

through conservation by 2020. This will require building on the 3 

“culture of conservation” that British Columbians have embraced 4 

in recent years.  5 

The plan confirms action on the part of government to 6 

complement these conservation targets by working closely with 7 

BC Hydro and other utilities to research, develop, and implement 8 

best practices in conservation and energy efficiency and to 9 

increase public awareness. In addition, the plan supports utilities 10 

in British Columbia and the BC Utilities Commission pursuing all 11 

cost effective and competitive demand side management 12 

programs. Utilities are also encouraged to explore and develop 13 

rate designs to encourage efficiency, conservation and the 14 

development of renewable energy. 15 

This energy policy was legislated by way of amendments to the Utilities 16 

Commission Act in 2008.10 These amendments included the government 17 

energy objective: “(b) to encourage public utilities to take demand-side 18 

measures”. A new section 44.1 of the Utilities Commission Act required utilities 19 

to file a long-term resource plan, which included amongst other items, “a plan 20 

of how the public utility intends to reduce the demand referred to in paragraph 21 

(a) by taking cost-effective demand-side measures”.  22 

The 50 per cent target for BC Hydro referred to in the 2007 Energy Plan was 23 

reflected in section 44.1(4) of the Utilities Commission Act, as follows: 24 

(4) A long-term resource plan filed under subsection (2) by the 25 

authority before the end of the 2020 calendar year must include, 26 

in addition to everything referred to in subsection (2) (a) to (g), all 27 

of the following: … 28 

(c) a statement of the demand-side measures the authority would 29 

need to take so that, in combination with demand-side measures 30 

taken by the government of British Columbia or of Canada or a 31 

local authority, the demand increase would be reduced by 50% 32 

by 2020. 33 

                                            
10

  A definition of “government energy objectives” and sections 44.1 and 44.2 of the Utilities Commission Act were 
enacted by 2008-13-7 effective May 1, 2008 (Royal Assent). 
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There was no legislated requirement to pursue all cost-effective demand-side 1 

measures. 2 

The Province’s energy conservation targets were revised in 2010 through 3 

amendments to the BC Hydro and Power Authority Act, the Utilities 4 

Commission Act and the enacting of the Clean Energy Act. Through these 5 

changes, the “government energy objectives” in the Utilities Commission Act 6 

were replaced with “British Columbia’s energy objectives” in the Clean Energy 7 

Act. The 16 energy objectives in the Clean Energy Act include both the 8 

objective to pursue demand-side management and the objective to ensure that 9 

BC Hydro’s rates remain amongst the most competitive in North America. The 10 

conservation target for BC Hydro changed from the 50 per cent referenced in 11 

the 2007 Energy Plan to the current goal to reduce the expected increase in 12 

demand for electricity by the year 2020 by at least 66 per cent. The 66 per cent 13 

target, rather than the pursuit of all cost effective demand-side management, 14 

reflects the balancing of energy objectives in the Province. 15 

In addition, BC Hydro was no longer required to file a long-term resource plan 16 

under section 44.1 of the Utilities Commission Act, but an integrated resource 17 

plan to the government under section 3 of the Clean Energy Act.  18 

The government’s approval of the 2013 Integrated Resource Plan is also an 19 

indicator of government policy.11 The 2013 Integrated Resource Plan, as 20 

approved by the government, demonstrates that factors such as the needs of 21 

the system and impacts to rates should be considered in determining the 22 

appropriate level of demand-side management to pursue. The 2013 Integrated 23 

Resource Plan described five DSM options, representing increasing levels of 24 

DSM expenditures. The 2013 Integrated Resource Plan adopted DSM 25 

Option 2, which was not the highest energy savings option, and recommended 26 

                                            
11

  The 2013 Integrated Resource Plan is available on BC Hydro’s website at: 
https://www.bchydro.com/energy-in-bc/planning-for-our-future/irp/current-plan/document-centre/reports/novem
ber-2013-irp.html#chapters. 

https://www.bchydro.com/energy%1ein%1ebc/planning%1efor%1eour%1efuture/irp/current%1eplan/document%1ecentre/reports/november%1e2013%1eirp.html%23chapters
https://www.bchydro.com/energy%1ein%1ebc/planning%1efor%1eour%1efuture/irp/current%1eplan/document%1ecentre/reports/november%1e2013%1eirp.html%23chapters
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a moderation strategy for fiscal 2014 to fiscal 2016 in light of the lower than 1 

expected demand at the time. 2 

The 2013 Integrated Resource Plan included a recommendation to prepare to 3 

ramp up expenditures and the demand-side management expenditure outlook 4 

for fiscal 2017 to fiscal 2019 showed an increase in expenditures. It should be 5 

noted that the outlook for fiscal 2017 to fiscal 2019 included in the 6 

2013 Integrated Resource Plan does not reflect the pursuit of all cost-effective 7 

demand-side management.  8 

The Minster’s letter attached as Appendix BB of the Application confirms that 9 

BC Hydro’s approach to demand-side management is consistent with 10 

government policy.  11 

1.2 Changing Customer Needs 12 

Q5. EFG addresses BC Hydro’s reference to “changing customer needs” as 13 

one rationale for modifying the program offering in the proposed plan. 14 

EFG states that BC Hydro provided no evidence that customers do not 15 

continue to also want and need opportunities to participate in 16 

“traditional” programs.12 EFG also states that it “is skeptical regarding 17 

BC Hydro’s apparent conclusion that previously identified customer 18 

expectations for services provided by the utility are no longer relevant 19 

because new expectations have been identified.”13 What is BC Hydro’s 20 

response to EFG on this point?  21 

A5. BC Hydro believes that its customers still want and need opportunities to 22 

participate in programs. This was one of the reasons that BC Hydro rejected 23 

the No Programs Alternative and chose a Demand-Side Management Plan 24 

that continues to maintain a broad range of measures to provide customers 25 

                                            
12

  Exhibit C1-8, page 10. 
13

  Exhibit C1-17, CEC IR 4.2. 
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access to conservation opportunities through programs. Indeed, nearly 1 

75 per cent of the proposed demand-side management expenditures remain 2 

devoted to programs.  3 

EFG’s evidence suggests that there may be some misunderstanding of the 4 

role that changing customer needs and expectations played in the formation of 5 

the Demand-Side Management Plan. As indicated in the Application14 and in 6 

response to BCUC IR 1.169.1, “changing customer needs” refers to an 7 

increase in information and communication tools and technology available to 8 

customers and utilities on customer energy consumption, and an increase in 9 

customer expectations to be able to use these to communicate with their utility. 10 

As stated in BC Hydro’s response to BCSEA IR 1.3.6, our consideration of 11 

changing customer needs and expectations resulted in modifications to 12 

programs rather than the elimination of programs.15  13 

EFG is generally suggesting that there are opportunities for more program 14 

expenditures than what BC Hydro has proposed. BC Hydro’s determination not 15 

to pursue higher levels of program expenditures was not driven by changing 16 

customer needs, but rather by: 17 

 changing system needs (BC Hydro’s load resource balance showed a 18 

reduced need for additional resources than what was forecast in the 19 

2013 Integrated Resource Plan), and  20 

 the impact to the 2013 10 Year Rates Plan (pursuing the 2013 Integrated 21 

Resource Plan Alternative would result in a cumulative rate increase of 22 

approximately 2.7 per cent by the end of the fiscal 2024 period relative to 23 

the proposed Demand-Side Management Plan).  24 

                                            
14

  Exhibit B-1-1, pages 10-14 to 10-15. 
15

  The modifications BC Hydro made to its portfolio in response to changing customer needs were explained in 
the Application (e.g., pages 10-38 to 10-39) and response to information requests (e.g., BCUC IR 1.169.1 and 
BCSEA IR 1.3.6). 
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In summary, changing customer needs and expectations was used in the 1 

design of programs, rather than a driving factor in determining not to pursue 2 

higher levels of program expenditures. 3 

1.3 Capacity-Focused Demand-Side Management 4 

Q6. In response to BCUC-BCSEA IR 3.3, EFG states that “the relative level of 5 

investment that BC Hydro is making compared with Maryland’s 6 

full-fledged programs does raise questions about whether budgets for 7 

the pilots could be reduced without diminishing BC Hydro’s ability to test 8 

and gather important information for future capacity programs.” Do you 9 

have any response to this statement?  10 

A6. It is very difficult to draw valid comparisons between the budgets of Maryland’s 11 

full-fledged programs, as provided by EFG, and our budgets for pilots. 12 

Generally, the costs and capacity requirements in other jurisdictions are not 13 

likely to be comparable to the costs and requirements in British Columbia. For 14 

example, BC Hydro’s capacity need is unlike that of other jurisdictions. While 15 

most load curtailment programs focus on the utility’s operational needs and 16 

use curtailment as a short-term resource option, BC Hydro’s pilot program 17 

focuses on a product for planning purposes and potential deferment of 18 

long-term generation assets, which has been defined as 36 days of curtailment 19 

of 16-hours per day. Pilot programs also require costs that are not typically 20 

required for full-fledged programs, such as testing new technology and 21 

measuring and analyzing results. Due to factors such as these, the budgets of 22 

Maryland’s full-fledged programs cannot be validly used to make 23 

determinations on the budgets of our pilot programs. 24 

BC Hydro notes that information learned from these pilots will inform decisions 25 

related to full-fledged programs, as well as the associated budget for those 26 

programs. Future capacity-focused demand-side management program plans 27 

will be considered in the 2018 Integrated Resource Plan and will be informed 28 
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by resource need, as supported by BC Hydro’s Load Resource Balance and 1 

Contingency Resource Plans. 2 

Q7. In response to BCUC-BCEA 3.4, EFG suggests “that as BC Hydro moves 3 

forward with these capacity DSM pilot projects that it do research on the 4 

success of capacity programs in other jurisdictions, establish goals for 5 

the BC Hydro pilots, and consider whether those goals can be achieved 6 

with reduced budgets.” What is your reply to this suggestion?  7 

A7. Our consideration of capacity-focused demand side management has already 8 

been informed by successful capacity programs in other jurisdictions. We stay 9 

abreast of industry developments through surveys, conferences, working 10 

groups, and review of research and studies.  11 

While capacity-only demand side management programs and pilots are 12 

common in the industry, as far as BC Hydro is aware, no other jurisdiction has 13 

run a pilot or program for the product that BC Hydro requires to meet its 14 

system needs (36 days of curtailment of 16-hours per day). This underscores 15 

the importance of BC Hydro conducting its own pilot work and not simply 16 

relying on the results of successful pilots in other jurisdictions.  17 

Each of BC Hydro’s pilots is designed to achieve specific goals and objectives. 18 

Please refer to BCUC IR 2.319.2.1 Attachment 2 for an example of a project 19 

plan for one of our pilots, which identifies the goals and objectives of the pilot. 20 

The planned budgets for our capacity-focused pilot activities are set to achieve 21 

the goals and objectives of the pilot activities.    22 
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1.4 Low-Carbon Electrification 1 

Q8. EFG states that BC Hydro’s response to the Climate Leadership Plan, 2 

published in August of 2016, is “too slow and too little”. EFG asserts that 3 

BC Hydro should “more aggressively promote efficiency improvements 4 

for its existing electrical heating customers as a long-sighted strategy to 5 

mitigate the peak demand and energy growth that will accompany 6 

low-carbon electrification.”16 What is BC Hydro’s response to EFG’s 7 

statements? 8 

A8. Government’s policy to increase low-carbon electrification is set out in the 9 

Climate Leadership Plan, which was published in August 2016, after the filing 10 

of BC Hydro’s F2017 to F2019 Revenue Requirements Application. In our 11 

responses to information requests, including our response to 12 

BCUC IR 2.197.3, we set out our progress in responding to this policy.  13 

Since responding to information requests, the Lieutenant Governor in Council 14 

issued Order in Council Nos. 100 and 101 on March 1, 2017, outlining the 15 

policy parameters for low-carbon electrification. Order in Council No. 101 will 16 

enable BC Hydro to pursue cost-effective electrification, including electrification 17 

of loads as outlined in Attachment 1 to our response to BCUC IR 2.197.3. 18 

Order in Council No. 100 allows for the costs of low-carbon electrification 19 

carried out under Order in Council No. 101 to be deferred to the Demand-Side 20 

Management Regulatory Account. These policy parameters now give 21 

BC Hydro the framework in which to move forward with further actions in 22 

support of low-carbon electrification. 23 

We will be reporting on and conducting expenditures in accordance with the 24 

regulation.  25 

                                            
16

  Exhibit C1-8, page 15. 
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1.5 Ability to Ramp Up Demand-Side Management Activities 1 

Q9. EFG says that BC Hydro’s “assertion” to be able to ramp up its programs 2 

“is not well supported by the evidence”. While EFG agrees that 3 

BC Hydro’s activities to maintain relationships with program partners are 4 

important, EFG also states that “BC Hydro’s rhetoric is optimistic 5 

regarding future availability of the contractor base.” What is BC Hydro’s 6 

response to EFG’s opinion? 7 

A9. BC Hydro’s assessment of its ability to ramp up its programs and the future 8 

availability of the contractor base is realistic. BC Hydro’s estimate of the 9 

three to five years to “ramp programs up to IRP incremental GWh levels” was 10 

based on knowledge gained from operating demand-side management 11 

programs in B.C. for over 25 years. In particular, between 1998 and 2001, 12 

BC Hydro had minimal demand-side management spending, and discontinued 13 

its programs during that period. With the re-introduction of programs in 2002, 14 

BC Hydro experienced the challenges of rebuilding the trust, relationships and 15 

partnerships that are critical to the successful implementation of a 16 

demand-side management plan. It is based on this direct experience that 17 

BC Hydro provided in Table 10-5 of the Application its estimates that a “No 18 

Programs” alternative would take seven to ten years to rebuild trust and ramp 19 

up, and that the “Demand-Side Management Plan” alternative would take 20 

three to five years. 21 

Based on BC Hydro’s direct experience in British Columbia, BC Hydro is taking 22 

the appropriate steps to maintain the ability to ramp up demand-side 23 

management levels if needed. These steps include the following: 24 

 Maintaining relationships through the BC Hydro Alliance of Energy 25 

Professionals. As EFG has indicated, considerable effort needs to be 26 

invested in recruiting and training contractors so that there is capacity in 27 

the market. BC Hydro agrees, and continues to engage energy 28 
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professionals through a variety of networking breakfasts, technical 1 

training, program knowledge sessions and quarterly newsletters 2 

distributed to over 1600 members. Our breakfast education and 3 

networking events are very well attended, typically drawing 250+ industry 4 

members;  5 

 Continuing funding for the Energy Manager positions and Strategic 6 

Energy Management Plans to drive current project activity and identify 7 

future projects; 8 

 Ensuring that critical internal expertise and knowledge is maintained, 9 

including that of marketing, engineering, analysis, operations, and 10 

measurement and verification staff; 11 

 Maintaining a balance of programs through the level of program activity 12 

that we are proposing in order to remain active across different markets 13 

sectors and associated trade allies;  14 

 Retaining support initiatives to ensure that we retain relationships with 15 

key groups (e.g., municipalities, government standards agencies, trade 16 

allies, and customer groups); and  17 

 Continuing to invest in general public awareness and education around 18 

energy conservation and energy efficiency through the Public Awareness 19 

Supporting Initiative. Refer to section 17 of Appendix V of the Application 20 

for further details.  21 

As a result of these steps, we are confident that BC Hydro can ramp up 22 

activities to forecast 2013 Integrated Resource Plan levels over 23 

three to five years on average. BC Hydro would be able to ramp up some 24 

activities faster than this, while other activities would take towards the longer 25 

end of the three to five-year range to ramp up.  26 
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Regarding EFG’s view that BC Hydro may not be able to ramp up 1 

demand-side management savings in time to respond to Provincial climate 2 

policies (in particular, low-carbon electrification), the extent and timing of 3 

increased demand from electrification is uncertain but will materialize 4 

incrementally over a number of years. Any resource need arising from 5 

electrification mandated by Order in Council No. 101 will be addressed in the 6 

2018 Integrated Resource Plan. Our Demand-Side Management Plan together 7 

with other clean energy acquisition options provide sufficient flexibility to ramp 8 

up in response to such needs if required.  9 

1.6 Extent of Demand-Side Management Savings Achieved 10 

Q10. In the preamble to CEABC IR 1.0 to BCSEA (Exhibit C4-7), CEABC 11 

presents information based on which CEABC states: “it is evident that 12 

the DSM savings reached 11,000 GWh/year in F2013 and have increased 13 

since then”. In response to the series of information requests from 14 

CEABC, BCSEA provides a number of reasons why the hypothesis in the 15 

question and the analysis in the preamble are incorrect. Do you have any 16 

comments in reply?  17 

A10. BC Hydro’s confirms that CEABC’s analysis in the preamble to CEABC IR 1.0 18 

to BCSEA (Exhibit C4-7) regarding the extent of demand-side management 19 

savings achieved is incorrect due to a misinterpretation of the data. The graph 20 

entitled “Energy demand since 2002” in the preamble to CEABC IR 1.0 to 21 

BCSEA (page 1 of Exhibit C4-7) is from a December 12, 2016 Site C Clean 22 

Energy Project Update. This graph provides the energy supply requirements 23 

for BC Hydro’s integrated system at the generator level before demand-side 24 

management savings. As a result, this graph does not take into account 25 

system line losses of approximately 5,000 GWh. 26 

The graph entitled “BC Hydro Domestic Energy Demand Since 2002” in the 27 

preamble to CEABC IR 1.0 to BCSEA (page 2 of Exhibit C4-7) adds a second 28 
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curve representing BC Hydro’s domestic demand. This domestic demand is 1 

measured at the customer meter and is after demand-side management 2 

savings, and after taking into account system line losses. 3 

As a result, the difference between the two curves in the graph entitled 4 

“BC Hydro Domestic Energy Demand Since 2002” is made up of a 5 

combination of line losses and demand-side management savings. 6 

Specifically, the identified ~11,000 GWh difference between the two curves is 7 

comprised of ~6,000 GWh demand-side management and ~5,000 GWh line 8 

losses in fiscal 2013. 9 

The following demand-side management savings estimates were used in the 10 

development of the “Energy demand since 2002” curve used in the preamble 11 

to CEABC IR 1.0 to BCSEA: 12 

Table 1 Cumulative Energy Savings since 13 

Fiscal 2002 (GWh/year) 14 

Fiscal 
2002 

Fiscal 
2003 

Fiscal 
2004 

Fiscal 
2005 

Fiscal 
2006 

Fiscal 
2007 

Fiscal 
2008 

Fiscal 
2009 

Fiscal 
2010 

Fiscal 
2011 

Fiscal 
2012 

Fiscal 
2013 

Fiscal 
2014 

Fiscal 
2015 

133 358 739 1,281 1,921 2,501 3,225 3,847 4,201 4,644 5,523 5,826 5,749 5,839 

These demand-side management savings estimates represent cumulative 15 

savings from a base year of fiscal 2002, and were current as of our fiscal 16 

2015 Report on Demand-Side Management Activities (Attachment 2 of 17 

Appendix Y in Exhibit B-1-1). 18 
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2 Response to Evidence of AMPC 1 

Q1. AMPC’s evidence, beginning on page 6, identifies two “concerns” about 2 

BC Hydro’s load forecast, and concludes by making recommendations to 3 

BC Hydro and the Commission. How do you intend to respond to AMPC’s 4 

evidence? 5 

A1. Our rebuttal evidence will: 6 

 Correct a data presentation issue in AMPC’s evidence regarding industrial 7 

load;  8 

 Answer AMPC’s first concern regarding whether BC Hydro’s elasticity and 9 

probability estimates adequately reflect “the stepwise nature of industrial 10 

customers’ electricity demand”;17 11 

 Answer AMPC’s other concern that “the accuracy of the growth 12 

assumptions for the natural gas and LNG sector and the associated 13 

“knock on GDP effect built into BC Hydro’s LNG load forecast”; and 14 

 Respond to AMPC’s recommendations as to what BC Hydro and the 15 

Commission should be doing for industrial customers. 16 

2.1 Data Presentation 17 

Q2. AMPC includes a graph on page 6 that it characterizes as a graphical 18 

presentation of the information in Table 3-3 in BC Hydro’s Application. 19 

BC Hydro’s Table 3-3 depicted BC Hydro’s load forecast by major 20 

industrial sector between fiscal 2017 and fiscal 2022. Do you agree with 21 

AMPC’s presentation of the information? 22 

A2. BC Hydro agrees with the sales projection for industrial sub-sectors and mid 23 

LNG Plants as shown in Figure 3-3 on page 6 of AMPC’s evidence. However, 24 

                                            
17

  AMPC Evidence, page 6. 
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BC Hydro disagrees with AMPC’s calculation of the high and low LNG Plant 1 

estimates shown in Figure 3-3. The same mid LNG volume estimate is 2 

included in the high and low total large industrial sales as shown in Table 3-3, 3 

page 3-16 of the Application. It is therefore factually incorrect to suggest that 4 

BC Hydro’s mid, low and high load forecasts include a range of LNG load. As 5 

stated in the Application, BC Hydro has included the aggregate volume of load 6 

that three LNG proponents have announced will be supplied by BC Hydro (and 7 

for which BC Hydro has service requests). The load estimates and in-service 8 

dates are based upon publicly available information. 9 

2.2 Price Elasticity is Reflected in the Industrial Load Forecast 10 

Q3. AMPC states that “BC Hydro’s price elasticity assumptions and 11 

probability estimates do not adequately reflect the stepwise nature of 12 

industrial customers’ electricity demand.”18 AMPC characterizes 13 

BC Hydro’s current forecast as reflecting a “one size fits all” approach to 14 

price elasticity,19 using only high level estimates of the impact of 15 

electricity cost considerations “that are workable for rate classes with 16 

thousands of smaller customers” but not Transmission Service Rate 17 

customers.20 Do you agree with AMPC’s description of, and conclusions 18 

about, how BC Hydro has accounted for elasticity?  19 

A3. No. AMPC has focused on one aspect of how BC Hydro accounts for elasticity 20 

in the industrial sector. The methodology we use to forecast industrial load 21 

accounts for elasticity and the “stepwise nature” of industrial demand. We 22 

assess the future viability of our customers and their loads by undertaking a 23 

facility-by-facility assessment considering a number of factors, including cost 24 

issues. A facility-by-facility assessment addresses the same load impacts due 25 

                                            
18

  AMPC Evidence, page 6. 
19

  BCSEA-AMPC IR 2.3.1. 
20

  AMPC Evidence, page 8; refer also to the response to BCSEA-AMPC IR 5.1.  
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to cost pressures, but is a more granular and timely assessment than applying 1 

a further class average elasticity response. 2 

AMPC is correct that BC Hydro applies a common elasticity factor of -0.05 to 3 

all customer classes. However, this is only one means by which price elasticity 4 

is applied in the context of industrial customers. BC Hydro’s facility-by-facility 5 

assessment of viability for the large industrial sectors (or, in the case of the 6 

pulp and paper sector forecast, the assessment of each product line within 7 

every pulp and paper facility)21 also permits consideration of elasticity. 8 

Specifically, our assessment of closure risk accounts not only for commodity 9 

market conditions and commodity prices, but also plant and equipment and the 10 

customer’s operating cost profile. Hence, the electricity cost plays a role when 11 

assessing the closure risk for each customer. For electricity-intensive industrial 12 

customers, the cost of electricity takes on greater significance in the analysis.  13 

We are cognizant that operations at the margin in terms of profitability are 14 

more exposed to fluctuations in their operating cost profile. BC Hydro pays 15 

particular attention to customers facing closure risk. For instance, our customer 16 

probability assessments more closely consider security and cost of fiber 17 

supply, global supply and demand of product lines, price forecasts, 18 

expectations of major equipment failure, ownership appetite for reinvestment 19 

and potential for product line conversions. 20 

Our probability-based approach recognizes that, while load reductions 21 

associated with actual plant closures are “lumpy” in nature, it is not possible or 22 

practical to predict specific dates for when plant closures, restarts or new 23 

projects will occur. BC Hydro believes that the industrial probability 24 

assessment does provide a good assessment of overall load expectations on 25 

an aggregate basis. Our probability-based approach captures uncertainty 26 

                                            
21

  The methodology is outlined in the response to APMC IR 1.3.2. 
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regarding the various load forecast drivers discussed in BC Hydro’s responses 1 

to information requests.  2 

Customers assessed to be on the profitability margin – whether due to 3 

increases in electricity costs, commodity prices or some other factors – are 4 

assigned a higher probability of closure. This, in turn, reduces the load forecast 5 

for that customer and the overall load forecast. For example, the projected 6 

decline in BC Hydro’s pulp and paper sector load is largely a function of 7 

increased probability of production shut down for a number of existing product 8 

lines at certain pulp and paper facilities. The probability-based approach 9 

captures the risk exposure and the stepwise nature in demand for that 10 

particular sector because the probability assessments are supported by 11 

analysis on the mill lines and the product line markets. 12 

BC Hydro’s response to APMC IR 1.3.2 provides an example of sensitivity to 13 

rate increases of a generic metal mining customer in the context of the 14 

expected price forecast for copper.  15 

As an additional illustration of how BC Hydro’s load forecast methodology 16 

incorporates electricity price elasticity into its industrial sector forecast, we 17 

analyzed the impact of the recently announced phase-out of PST on electricity 18 

for industrial customers22 on our probability weighted load projections for the 19 

pulp and paper sector. PST, like electricity costs, is a cost of production for 20 

industrial customers and the phase-out of PST is equivalent to a 7 per cent 21 

reduction in electricity costs. An assessment of price responsiveness in 22 

response to changes in PST provides an indication of how customers would 23 

respond to electricity price increases. The analysis showed that thermal 24 

mechanical pulp mills benefit the most from the PST savings as they have 25 

higher electricity costs as a percentage of their operating costs, and in some 26 

                                            
22

  In its 2017 Budget, the B.C. Government announced that it is eliminating PST on electricity over the coming 
two years for small, medium, large and industrial businesses. 
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instances there was a reduction in the probability risk of closure of some mills 1 

by as much as 10 per cent over the next ten years.  2 

Kraft mill operations conversely did not benefit from the PST savings because 3 

their self-generation significantly reduced the amount of electricity acquired 4 

and hence the impact of PST savings, and generally they are forecast with 5 

minimal closure risk. BC Hydro notes that for the thermal mechanical pulp 6 

mills, the phase out of the PST would be expected to have a positive impact on 7 

the retention of that load in BC Hydro’s load forecast. 8 

As noted above, the pulp and paper load forecast is primarily driven by 9 

probability of closure risk for a number of production lines that are operating at 10 

the profitability margin. As such, the implications of cost elasticity of load (i.e., 11 

the amount that a customer’s forecasted load changes in response to a 12 

change in cost) on this sector is more relevant compared to the other industrial 13 

sectors. The analysis demonstrated that the cost of inputs in the production 14 

process are reflected in the May 2016 Load Forecast, with the impacts being 15 

specific to each mill. In other words, elasticity considerations in BC Hydro’s 16 

load forecast methodology are multi-dimensional. Appendix A provides further 17 

information on the PST analysis that we undertook.  18 

Q4. AMPC states that “To mitigate against unexpected changes in demand, 19 

AMPC recommends that both BC Hydro and the Commission have regard 20 

not just to relative rate increases within BC, but electricity prices and rate 21 

options available to industry in other jurisdictions, and the competitive 22 

pressures they face.”23 How do you respond to this recommendation? 23 

A4. BC Hydro’s proposed rate increases are, and must be, determined having 24 

regard to our revenue requirements and the legislative framework in British 25 

Columbia. However, one of BC Hydro’s Service Plan Goals is to ensure rates 26 

                                            
23

  AMPC Evidence, page 9. 
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are among the most affordable in North America24 and BC Hydro does have 1 

amongst the lowest rates of a major utility in North America.25 The Application 2 

outlines a number of steps that BC Hydro has taken and is taking within the 3 

context of the 2013 10 Year Rates Plan and the requirements of 4 

Direction No. 7 to achieve our key goals and priorities and to meet the 5 

objectives of the 2013 10 Year Rates Plan.  6 

BC Hydro considered Transmission Service rate options as part of Module 1 of 7 

the BC Hydro 2015 Rate Design Application (2015 RDA). A two-year Freshet 8 

Rate Pilot for transmission service customers was approved as part of that 9 

process and year 1 of the pilot has been successfully implemented. In addition, 10 

as part of Module 2 of the 2015 RDA, we will consider and evaluate rate 11 

options for customers, consistent with the rate design priorities discussed in 12 

section 1.5 of the 2015 RDA. BC Hydro will be examining rate options for 13 

transmission service customers as part of Module 2. BC Hydro has begun its 14 

engagement with customers and other stakeholders, in advance of filing the 15 

BC Hydro 2015 RDA Module 2 in fall 2017.  16 

Q5. AMPC’s response to BCSEA-AMPC IR 2.2 states: “BC Hydro’s most 17 

recent analysis in its F2010 Demand-Side Management Milestone 18 

Evaluation Summary Report indicates a -0.16 price elasticity for 19 

industrial customers.”  Is the -0.16 price elasticity in the Evaluation 20 

Summary Report comparable to the -0.05 price elasticity used in the load 21 

forecasting methodology? 22 

A5. No. These two numbers cannot be compared on an “apples to apples” basis. 23 

The tier 2 price elasticity estimate of -0.16 was based on a top-down analysis 24 

of aggregate consumption for Transmission Service Rate customers between 25 

                                            
24

  Refer to section 2.3.6.2 of the Application. 
25

  Per the Hydro Quebec Comparison of Electricity Prices in Major North American Cities Report, filed as 
Appendix EE of the Application. Refer to Exhibit B-10, Zone II IR 1.9.2 and attachments for further details. 
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April 2002 and February 2009, controlling for economic conditions, energy 1 

savings achieved through BC Hydro’s demand-side management programs, 2 

and electricity prices. This approach to estimating price elasticity did not 3 

involve analyzing individual facilities and did not adjust for known or expected 4 

conditions at individual sites, such as closures or expansions. The analysis 5 

period of 2002 to 2009 included the economic recession that started in 2008, 6 

which introduces uncertainty to the resulting elasticity estimate. 7 

In contrast, the load forecast methodology uses a customer-specific probability 8 

assessment that accounts for the impact of changes in production input costs 9 

like electricity. This approach involves the analysis of known or expected 10 

conditions at individual sites, and as such it already captures some of the price 11 

effects that are reflected in the price elasticity estimate of -0.16. Therefore, it is 12 

not appropriate to apply the price elasticity of -0.16 to the load forecast, as 13 

doing so could double count price responsiveness effects 14 

2.3 Oil and Gas Sector Forecast  15 

Q6. AMPC states that “for rate-setting purposes, the forecast that BC Hydro 16 

has presented is quite bullish concerning natural gas production and 17 

LNG exports. AMPC is concerned that the fluid nature of the global 18 

natural gas market leaves this aspect of BC Hydro’s forecast 19 

uncertain.”26 Do you agree that there is uncertainty?  20 

A6. BC Hydro agrees that the global natural gas market is fluid, which results in 21 

uncertainty in growth projections over the long-term. However, our 22 

understanding of North American natural gas and liquids markets and global 23 

LNG markets, which is applied as part of our assessment of specific customer 24 

requests for electricity service, is based on various credible sources.27 In fact, 25 

90 per cent of the oil and gas sector load during the test period is attributed to 26 

                                            
26

  AMPC Evidence, page 10. 
27

  Sources include those identified in BC Hydro’s response to CEC IR 1.20.2. 
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either existing customers or new projects which are currently under 1 

construction. These projects are not dependent on the development of 2 

B.C.-based LNG projects.28  3 

Q7. AMPC states:  4 

Notably, BC Hydro’s sensitivity analysis provided in 5 

the IR responses shows that the economic picture of the 6 

base case is quite similar to a scenario where non-LNG 7 

natural gas production is omitted. This suggests that much 8 

of the effects of BC’s future natural gas development growth 9 

are linked to LNG exports. The U.S. Energy Information 10 

Administration, for example, likewise projects the following 11 

picture for US imports and exports, suggesting that the 12 

Canadian export market will have to become LNG-oriented 13 

as new U.S. production displaces traditional Canadian 14 

sources.29  15 

Do you agree? 16 

A7. BC Hydro disagrees with both aspects of the above quoted paragraph.  17 

In the first portion of the quoted passage, AMPC appears to be inferring that 18 

the Fairholm Economic Model sensitivity analysis it requested BC Hydro to 19 

undertake indicates that British Columbia’s future natural gas development 20 

growth, and therefore BC Hydro’s oil and gas sector electrical load growth 21 

projections, are largely dependent on development of B.C.’s LNG sector. 22 

BC Hydro disagrees with this inference.  23 

AMPC reaches its conclusion by comparing:  24 

 The base case economic input assumptions used in developing the 25 

May 2016 Load Forecast, which include total projected B.C. natural gas 26 

production, to  27 

                                            
28

  BCUC IR 2.197.3. 
29

  AMPC Evidence, page 10. 
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 Sensitivity Case 2 in the response to AMPC IR 2.2.1, which removes (at 1 

the request of AMPC) natural gas production growth unrelated to LNG 2 

development.  3 

In performing this comparison, AMPC is drawing a conclusion regarding the 4 

future of BC’s natural gas industry based on comparing results of an economic 5 

model not developed for that purpose. Fairholm’s model is an economic model 6 

that yields an economic forecast by solving simultaneously all economic 7 

conditions (economic inputs and production forecasts). By contrast, AMPC is 8 

isolating one factor among many – i.e., gas production – that go into the 9 

economic forecast in order to draw conclusions about the nature of the British 10 

Columbia natural gas industry and its dependence on LNG. It is 11 

methodologically incorrect to apply a broad-based economic analysis in the 12 

way AMPC has done.  13 

The similarity in the base case and Case 2 on a province-wide basis (with only 14 

slight differences for the North Region) actually shows that the Fairholm 15 

Economic Model:  16 

 Is driven by a range of economic drivers well beyond the impacts 17 

associated with natural gas production in the province; and 18 

 The economic impacts are relatively insensitive to the range of natural 19 

gas production values that were used in the analysis, namely the 20 

difference in production estimates between the base case and Case 2 21 

(i.e., without natural gas production growth unrelated to LNG 22 

development). 23 

Put another way, the economic effects of the difference between the base case 24 

natural gas production and Case 2 natural gas production has little impact on 25 

the overall province-wide economic forecast that informs the May 2016 Load 26 

Forecast. 27 
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In the last sentence of the passage quoted in the question above, AMPC has 1 

relied on U.S. Energy Information Administration data. The U.S. Energy 2 

Information Administration figure shows projected Canadian exports to the 3 

U.S. declining. AMPC appears to be inferring that the Canadian export market 4 

will need to become Canadian LNG-oriented as new U.S production displaces 5 

traditional Canadian sources. While BC Hydro agrees there are competitive 6 

challenges in the North American markets associated with increased natural 7 

gas production within the U.S., the North American and LNG supply/demand 8 

dynamics are significantly more complex than simply looking at the imports 9 

and exports that are presented in the U.S. Energy Information Administration 10 

figure. The various third party experts used by BC Hydro undertake a more 11 

detailed assessment of natural gas market dynamics in determining future 12 

projections for B.C. natural gas production. They consider, for instance:  13 

 The relative competiveness of B.C.’s natural gas sector, including the fact 14 

that the Montney shale basin is among the lowest cost shale gas 15 

production regions in North America; 16 

 The natural gas liquids market, which is a significant component of the 17 

North American gas market dynamics. Many parts of the Montney shale 18 

basin are “liquids-rich”; and 19 

 The broader interplay between global LNG markets and the North 20 

American natural gas market. For example, a large natural gas producer 21 

in the Montney region recently signed a gas supply contract with a 22 

U.S.-based LNG gas exporter.30  23 

                                            
30

  Please refer to the attached link for additional information:  
http://www.jwnenergy.com/article/2017/3/stars-might-be-aligning-natural-gas-producers-british-columbia/  

http://www.jwnenergy.com/article/2017/3/stars-might-be-aligning-natural-gas-producers-british-columbia/
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Q8. In the context of expressing concern about LNG and natural gas 1 

production load forecasts, AMPC refers to a “knock-on” or “multiplier” 2 

effect, whereby the overall forecast load is increased by the effect of the 3 

incremental economic activity associated with discrete new large loads 4 

(e.g., natural gas production and LNG export terminals).31 AMPC 5 

suggests that “BC Hydro’s responses to AMPC’s IRs shows that the 6 

multiplier effect is a non-negligible component of the overall load 7 

forecast”.32 AMPC also suggests that, if LNG developments proceed 8 

more slowly than the RRA forecasts, then the associated multiplier 9 

effects on load growth will be similar delayed.33 Do you agree with 10 

AMPC’s assessment? 11 

A8. We agree that the Fairholm model includes multiplier impacts on the various 12 

regional economic drivers and the total provincial economy when large capital 13 

projects are included in the economic forecast assumptions. However, AMPC 14 

has overstated the impacts of this effect on the electricity sales forecast. The 15 

impact is largely regional and small in nature over the short-term. This is 16 

particularly the case for LNG and upstream gas production over the test 17 

period.  18 

For example, for sensitivity Case 1 in the response to AMPC IR 2.2.1, where 19 

employment and capital spending impacts from LNG are removed from the 20 

Fairholm economic forecast, BC Hydro’s revised North Region Statistically 21 

Adjusted End Use model projections indicate that the total decline in the 22 

combined residential and commercial distribution sales relative to the 23 

May 2016 Load Forecast is 1 GWh in fiscal 2017 or 0.0 per cent, 10 GWh or 24 

0.0 per cent in fiscal 2018, 39 GWh or -0.1 per cent in fiscal 2019 and 25 

149 GWh or -0.03 per cent by fiscal 2036. In addition, the impact on the overall 26 

                                            
31

  AMPC Evidence, pages 6 and 10. 
32

  AMPC Evidence, page 10. 
33

  AMPC Evidence, page 10. 
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provincial economy and test period sales forecasts is insignificant. For the 1 

impact of Case 1 on the total provincial GDP growth, which is used as a driver 2 

of load for the remaining portion of industrial distribution (i.e., about 2,600 GWh 3 

annually), BC Hydro estimates that the light industrial sales would decline 4 

relative to the May 2016 Load Forecast by about 4 GWh or -0.1 per cent, 5 

10 GWh or -0.4 per cent and 3 GWh or -0.1 per cent, respectively, over the 6 

test period and 136 GWh or -3.9 per cent by fiscal 2036. In summary, the total 7 

domestic sales are estimated to be lower by about 5 GWh or -0.01 per cent, 8 

20 GWh or 0.04 per cent and 42 or 0.08 per cent GWh over the test period and 9 

284 GWh by fiscal 2036. 10 

Q9. Do you have any other comments regarding AMPC’s concern about the 11 

consideration of price elasticity in the load forecast? 12 

A9. The elasticity factor, combined with probability weightings that account for 13 

impacts of production input costs, have been a component of BC Hydro’s load 14 

forecasting since 2005, and including the 2008 LTAP. Most recently, the 15 

May 2016 Load Forecast and BC Hydro’s most recent Load Resource Balance 16 

(found in Chapter 3 of the Application) underpinned the Akolkolex and Soo 17 

River Electricity Purchase Agreements that were accepted by the Commission 18 

in Order No. E-1-17.     19 
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Q10. AMPC’s response to CEC-AMPC IR 9.2 suggests that changes to 1 

BC Hydro’s load forecasting methodology could include “one or more 2 

“feedback” iterations between the rate increase (and revenues) sought 3 

and the industrial load forecast.”  In its response to BCSEA-AMPC IR 2.2 4 

AMPC similarly states that BC Hydro needs “a more detailed revenue 5 

calculation (as distinct to a load forecast) by individual industrial 6 

facilities that include a “feedback” step.”  Do you consider another 7 

“feedback step”, in addition to the consultation that currently takes place 8 

with customers, to be necessary? 9 

A10. We believe it is unnecessary to incorporate an additional step at this time. The 10 

capped rate increases for the test period have been known to customers for 11 

some time as they are stipulated in the 2013 10 Year Rates Plan. The 2013 12 

10 Year Rates Plan is built on the basis of average annual rate increases of 13 

2.6 per cent over fiscal 2020 to fiscal 2024, and BC Hydro is on track to meet 14 

the objectives of the 2013 10 Year Rates Plan. Moreover, industrial load is 15 

tracking close to forecast. The overall transmission variance at the time 16 

BC Hydro filed the response to BCUC IR 2.197.3, which reflected “energy 17 

intensive and trade exposed” industries about which AMPC expresses 18 

concern, was -119 GWh or -1.2 per cent. 19 

2.4 Other Regulatory Considerations Raised by AMPC  20 

Q11. AMPC “recommends that the Commission’s decisions going forward 21 

clearly identify the role that [dividend payments, water rentals and tax 22 

revenues] play in rates…”.34 How do you respond? 23 

A11. As AMPC acknowledges, BC Hydro’s dividend payments, water rentals and 24 

taxes are determined by legislation. There is already transparency around how 25 

these items affect BC Hydro’s revenue requirements. In section 1.4 of the 26 

                                            
34

  AMPC Evidence, page 13. 
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Application we describe how government has reduced BC Hydro’s dividend 1 

payments and water rental payments. BC Hydro’s Evidentiary Update to the 2 

Application filed on August 17, 2016 provides further information on 3 

BC Hydro’s dividend payable to the Province. Section 4.4 of the Application 4 

provides information relating to BC Hydro’s water rental fees and forecast 5 

amounts for the test period. Section 8.5 of the Application provides amounts 6 

relating to taxes. 7 

Q12. AMPC identifies a desire for “regular rate design updates to ensure 8 

balanced revenue to cost ratios, creative new rate options, and 9 

Commission recognition of the value of rate caps in driving BC Hydro to 10 

find efficiencies.”35 What is BC Hydro contemplating with regard to rate 11 

design?  12 

A12. BC Hydro is anticipating a number of steps. In section 3.1.2 of the 2015 RDA, 13 

BC Hydro discussed the Rate Rebalancing Amendment and BC Hydro’s 14 

proposal to review Cost of Service methodologies, and to file a Fiscal 2019 15 

Cost of Service study with the Commission for review in fiscal 2019. The 16 

Fiscal 2019 Cost of Service study would be the subject of stakeholder 17 

engagement prior to filing. It would include a rate rebalancing proposal, if 18 

appropriate. Further, BC Hydro would continue to submit Fully Allocated Cost 19 

of Service results with the Commission every year pursuant to 20 

2007 RDA Direction 2. These commitments were recognized in Commission 21 

Order No. G-47-16 (NSA Decision on BC Hydro’s 2016 Cost of Service Study) 22 

– page 5 of 56 states:  23 

“BC Hydro has committed to filing a new COSS and Rate Design 24 

Application in F2019. BC Hydro will use F2018 actuals as a basis 25 

for its F2019 RDA, and will precede it with a robust engagement 26 

process starting around the summer of 2017, using F2017 data 27 

as the initial basis of its analysis and consultation until F2018 28 

                                            
35

  AMPC Evidence, page 11. 
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data becomes available. Parties agreed at the outset of the 1 

negotiations that, regardless of positions taken in this NSP or the 2 

resolution of issues in this NSP, all cost of service issues would 3 

be open for discussion in the F2019 COSS and RDA…”.  4 

As part of the Rate Design Application in fiscal 2019, BC Hydro will need to 5 

propose pricing principles for both the RIB and transmission service rate for 6 

fiscal 2020, since the currently approved pricing principles are for the period 7 

fiscal 2017 to fiscal 2019. 8 

3 Response to Evidence of CEABC 9 

Q1. CECBC characterizes electrification of Montney gas production growth 10 

as “a very significant opportunity for BC Hydro”.36 Does BC Hydro 11 

agree? 12 

A1. CECBC’s evidence is based on documented government sources and 13 

corporate information. CECBC’s comments regarding future British Columbia 14 

gas production are generally consistent with BC Hydro’s assessment. 15 

BC Hydro agrees that electrification of Montney gas production presents a 16 

significant, albeit uncertain, opportunity for BC Hydro. The uncertainty is 17 

related to: (1) changing demand and supply conditions of future North 18 

American gas and liquids markets, as well as global LNG markets; and (2) the 19 

extent to which gas producers decide to electrify portions of their operations. 20 

Q2. Does BC Hydro’s May 2016 Load Forecast account for the growth 21 

discussed by CEABC? 22 

A2. Yes, the May 2016 Load Forecast generally accounts for growth as discussed 23 

by CEABC. Oil and gas facilities in the forecast are probabilistically weighted to 24 

reflect expected electrification and plant start-up potential.  25 

                                            
36

  CEABC Evidence, page 5. 
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Q3. Have there been any recent developments with respect to the reduction 1 

of fugitive emissions and the electrification of combustion processes? 2 

A3. Yes. Government issued Order in Council No. 101 on March 1, 2017. It 3 

enables BC Hydro to pursue cost-effective electrification, including the 4 

upstream natural gas production and processing sector. The nature and timing 5 

of other electrification opportunities will inform the development of our 6 

2018 Integrated Resource Plan. 7 

4 Response to Evidence of Mr. Landale 8 

Q1. Do you have any general comments on Mr. Landale’s evidence?  9 

A1. Yes. As a general comment, we disagree with the overall point of 10 

Mr. Landale’s evidence. Our disagreement extends to the three main 11 

components of his evidence, which relate to: (i) the depreciation methodology 12 

applied to the Burrard Thermal Generating Plant assets, (ii) our attitude 13 

towards seniors on a fixed income, and (iii) our ability to reduce and reprioritize 14 

capital spending during the test period beyond what we have already done. We 15 

address the first two aspects of Mr. Landale’s evidence below. The third point 16 

is answered throughout the Application and our responses to information 17 

requests, which describe the steps we have taken to prioritize capital 18 

spending.  19 

4.1 BC Hydro Determined Depreciation Rates And Asset Classes 20 

Appropriately 21 

Q2. Mr. Landale’s evidence includes a discussion about BC Hydro’s 22 

proposed depreciation rates for the Burrard Thermal Generating Station, 23 

which now serves as a synchronous condenser facility. He expresses the 24 

view that “on the whole BC Hydro follows these overarching principles 25 

and definitions prescribed in the USoA [the Commission’s Uniform 26 
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System of Accounts]”,37 and that the depreciation rates “appear 1 

consistent with accepted accounting practices”.38 How were the 2 

depreciation rates developed? 3 

A2. Mr. Landale is correct that BC Hydro used a standard approach for developing 4 

depreciation rates. The useful lives of the individual assets were adjusted to 5 

reflect the remaining useful life as a result of the change in use of the Burrard 6 

Facility. The adjusted remaining useful life was used as the basis to determine 7 

the depreciation for the assets. 8 

Q3. Mr. Landale poses the question: “The question remains are the assets 9 

themselves appropriate.”39 How did BC Hydro determine the asset 10 

classification it used for the Burrard Facility and why do you consider the 11 

asset classes used for the Burrard Facility to be appropriate?  12 

A3. BC Hydro classifies assets into homogeneous groups of assets by the 13 

type/nature of the asset (e.g., Transformer) and useful life. The asset classes 14 

used for the Burrard Facility are appropriate because they reflect the physical 15 

nature or type of the assets (e.g., boiler, steam generator and components, 16 

concrete or steel building, etc.).  17 

                                            
37

  Landale Evidence, paragraph 7.3. 
38

  Landale Evidence, paragraph 8.6. 
39

  Landale Evidence, paragraph 8.6. 
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Q4. Are the asset classifications and depreciation rates that you are 1 

proposing (and that were used in the calculation of the test period 2 

revenue requirements) the same as the asset classifications and 3 

depreciation rates specified in the Appendix to Direction No. 7 to the 4 

British Columbia Utilities Commission for 2015 and 2016?  5 

A4. The way BC Hydro classifies assets remains the same for the Appendix to 6 

Direction No. 7 and Table 8-1 of the F2017 – F2019 Revenue Requirements 7 

Application. 8 

The depreciation rates provided in Direction No. 7 are for fiscal years 2015 and 9 

2016. The information in Table 8-1 of the F2017 – F2019 Revenue 10 

Requirements Application is for fiscal years 2017 through 2019. The approach 11 

to how the asset class depreciation rates are calculated remains the same. 12 

Depreciation rates are changed when existing assets with remaining net book 13 

value are retired prior to what was expected when the rates were calculated or 14 

when new assets are added. 15 

Q5. Mr. Landale refers to being “denied access” to BC Hydro’s Process Flow 16 

Diagrams, Pneumatic and Instrumentation Diagrams” and single line 17 

diagrams for the Burrard Facility.40 He states that “the denial to access 18 

these drawings was imperative to assessing the validity of the asset in 19 

the Table 8-1.”41 Are the documents referenced by Mr. Landale 20 

informative for the depreciation analysis?  21 

A5. No, they are not informative for the depreciation analysis. The diagrams 22 

requested by Mr. Landale are prepared for the purpose of detailing operational 23 

processes, piping and instrumentation connections, and showing simplified 24 

electrical connections. They would not assist Mr. Landale or the Commission in 25 

understanding the asset classification for depreciation purposes. There is no 26 

                                            
40

  Landale Evidence, paragraphs 7.6, 7.7 and 7.11. 
41

  Landale Evidence, paragraph 8.6. 
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direct correlation between the diagrams and the classification of assets in the 1 

financial system. Asset classes used for financial purposes are comprised of 2 

multiple individual assets, summed to provide an asset class depreciation rate.  3 

BC Hydro Finance and Operations staff, including the Finance Manager 4 

responsible for accounting for the Burrard Facility, the Thermal Generation 5 

Area Manager and the Director of Regional Operations met with Mr. Landale 6 

on January 18, 2017 to discuss his round two information requests, including 7 

his requests for detailed process flow diagrams and Pneumatic and 8 

Instrumentation Diagrams. Our representatives discussed with Mr. Landale 9 

why providing drawings would not help to understand the depreciation of the 10 

Burrard facility assets. The Finance Manager provided examples of how 11 

depreciation amounts are determined for three asset classes, including an 12 

example of how they are comprised of multiple individual assets, and how 13 

those individual assets are summed to provide an asset class depreciation 14 

rate. He also briefly described to Mr. Landale the accounting concepts of 15 

replacement, partial replacement and betterment, and how those concepts 16 

impact an individual asset and asset class. Mr. Landale subsequently 17 

commented to BC Hydro that he had found the meeting to be helpful. 18 

Q6. Mr. Landale refers in several places to “impaired assets”, and states: 19 

“The problem for this intervener, and I might add for the Commission 20 

Panel is, ‘has BC Hydro followed the rules’, including their own asset 21 

health index principles as alluded to in Table S3 above, with respect to 22 

the 106 asset classes in Table 8-1.”42 Has BC Hydro “followed the rules”?  23 

A6. Yes, BC Hydro followed the applicable accounting standards. 24 

                                            
42

  Landale Evidence, paragraphs 7.4, 7.5, 7.9, 7.10 [italics in original]. 
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IFRS International Accounting Standard 36 (IAS 36) Impairment of Assets 1 

provides the principles for assessing and recording asset impairments. The 2 

Burrard assets are not considered to be impaired under IFRS IAS 36. 3 

Under IAS 36, assets are assessed for impairment only to the extent they 4 

represent a cash generating unit (CGU). IAS 36 paragraphs 66 to 68 that 5 

address the requirement to assess for impairment at the level of the CGU are 6 

provided below. 7 

66 If there is any indication that an asset may be impaired, 8 

recoverable amount shall be estimated for the individual asset. If 9 

it is not possible to estimate the recoverable amount of the 10 

individual asset, an entity shall determine the recoverable 11 

amount of the cash-generating unit to which the asset belongs 12 

(the asset's cash-generating unit). 13 

67 The recoverable amount of an individual asset cannot be 14 

determined if:  15 

(a) the asset's value in use cannot be estimated to be close to 16 

its fair value less costs of disposal (for example, when the 17 

future cash flows from continuing use of the asset cannot 18 

be estimated to be negligible); and 19 

(b) the asset does not generate cash inflows that are largely 20 

independent of those from other assets. 21 

In such cases, value in use and, therefore, recoverable amount, can be 22 

determined only for the asset's cash-generating unit. 23 

68 As defined in paragraph 6, an asset's cash-generating unit is the 24 

smallest group of assets that includes the asset and generates 25 

cash inflows that are largely independent of the cash inflows from 26 
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other assets or groups of assets. Identification of an asset's 1 

cash-generating unit involves judgement. If recoverable amount 2 

cannot be determined for an individual asset, an entity identifies 3 

the lowest aggregation of assets that generate largely 4 

independent cash inflows.  5 

The Burrard Facility assets do not generate cash flows independent from other 6 

of BC Hydro’s assets or groups of assets; therefore, the IFRS assessment of 7 

potential impairment of assets is performed at the level of the BC Hydro legal 8 

entity (all BC Hydro assets) not at the level of the Burrard Facility assets. The 9 

Burrard Facility assets are therefore not considered to be impaired under 10 

IFRS IAS 36. 11 

Although the Burrard Facility assets are not impaired under IAS 36, under 12 

IFRS International Accounting Standard 16 (IAS 16) Property, Plant and 13 

Equipment the Burrard Facility assets are subject to adjustments in useful life 14 

due to events that change expectations regarding the useful life of the asset. 15 

IAS 16 paragraph 51 provided below requires that the useful life of an asset is 16 

changed based on changes in the expected useful life of the asset. 17 

51 The residual value and the useful life of an asset shall be 18 

reviewed at least at each financial year-end and, if expectations 19 

differ from previous estimates, the change(s) shall be accounted 20 

for as a change in an accounting estimate in accordance with 21 

IAS 8 Accounting Policies, Changes in Accounting Estimates and 22 

Errors.  23 

The change in the operation of Burrard resulted in changes in the expected 24 

useful life of the Burrard Facility assets. Therefore, the useful lives of the 25 

assets were adjusted to reflect the remaining useful life as a result of the 26 

change in use of the Burrard Facility. 27 
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As required by paragraph 51 and IAS 8, changes in the useful life of an asset 1 

are recognized prospectively. The prospective treatment results in the net book 2 

value of the asset being amortized over the revised remaining useful life of the 3 

asset. For example, the net book value of a three-year old asset with an 4 

original useful life of ten years that has had a useful life reduction of five years, 5 

is depreciated over the revised remaining useful life of two years (five-year 6 

useful life less three years in-service) rather than the original remaining useful 7 

life of seven years (ten year original useful life less three years in-service). The 8 

depreciation of the asset is accelerated (net book value depreciated over 9 

two years rather than seven years) relative to the original remaining useful life 10 

depreciation. 11 

4.2 BC Hydro Cares About Our Customers 12 

Q7. Mr. Landale, in the course of discussing how BC Hydro rates compare to 13 

his Canada Pension Plan entitlements, suggests that “Hydro clearly does 14 

not care” about seniors. What is BC Hydro’s response? 15 

A7. BC Hydro cares about all of our customers. We recognize that rate increases 16 

can pose a challenge to some customers. At the same time, we need to invest 17 

in the system to ensure that we are able to provide safe and reliable electricity 18 

service, both now and in the future. The 2013 10 Year Rates Plan keeps rates 19 

low and predictable for our customers while making the necessary investments 20 

required due to aging assets and equipment.  21 

The 2013 10 Year Rates Plan is built on the basis of average annual rate 22 

increases of 2.6 per cent in the last five years of the plan from fiscal 2020 to 23 

fiscal 2024, including the full recovery of the Rate Smoothing Regulatory 24 

Account. We have described in the Application a number of initiatives that 25 

have been implemented to reduce pressure on BC Hydro’s revenue 26 

requirements and to remain on track to achieve the objectives of the 27 
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2013 10 Year Rates Plan. These efforts are summarized in Chapter 1 of the 1 

Application. 2 

In addition, there are demand-side management programs available to 3 

customers to reduce their electricity bills, which are discussed in Chapter 10 of 4 

the Application.  5 

In Module 1 of its 2015 RDA BC Hydro applied for several changes to its 6 

Standard Charges, which will reduce the cost to customers of key services. By 7 

Order No. G-5-17, the Commission approved these changes, including:  8 

 Reducing the Minimum Reconnection Charge from $125 to $30;  9 

 Reducing the Returned Payment Charge from $20 to $6; and 10 

 Maintaining the Account Charge at $12.40.  11 

The Commission also directed BC Hydro, by Order No. G-5-17 to file by 12 

July 20, 2017 a proposal for a pilot Crisis Intervention Fund. If the pilot is 13 

subsequently approved, the fund would be available to residential customers 14 

who have arrears and are unable to pay their electricity bills. 15 

BC Hydro made a number of commitments in the 2015 RDA Oral Hearing, 16 

which will improve services and make it easier for customers to do business 17 

with BC Hydro. Our commitments included: 18 

 Opening in-person customer service desks at the Dunsmuir and Edmonds 19 

offices, with plans to explore similar services in other offices (an in-person 20 

customer service desk is now available in Vernon and one opened in 21 

Prince George on March 31, 2017); 22 

 Implemented business process changes to relax installment plans to allow 23 

repayment over longer periods, provided bills are paid before the next 24 

winter heating season; 25 
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 Delaying disconnections where customers demonstrate a medical reason 1 

for requiring power; 2 

 Established a low-income advisory group; 3 

 Posting business practices regarding payment plans and other 4 

customer-facing business practices; 5 

 Filing a proposal to update the Electric Tariff which would allow for 6 

another customer to take responsibility for a customer’s account, e.g., a 7 

guarantor, in lieu of providing a security deposit; and 8 

 Implementing a pilot temperature-based moratorium on winter 9 

disconnections for the 2016/2017 winter.  10 

BC Hydro also continues to engage customers and stakeholders regarding 11 

rate options as part of Module 2 of the 2015 RDA, which is expected to be filed 12 

with the Commission in fall 2017. 13 

5 Response to Evidence of Zone II Ratepayers Group 14 

Q1. The Evidence of the Zone II Ratepayers Group includes evidence from 15 

Chief Donald Van Somer, Kwadacha Nation, and Evidence of Stieg Hoeg, 16 

Tsay Keh Dene Nation. Chief Van Somer references the fact that 17 

Kwadacha Nation is in the process of commissioning a biomass project. 18 

He states: “While we are pleased that the project has proceeded, 19 

some IR responses provided by BC Hydro on costs and standby for 20 

diesel generation have now raised unexpected concerns about the status 21 

of our negotiations with BC Hydro, and its required contract terms.” Do 22 

you have any comments in reply to this statement?  23 

A1. BC Hydro believes that it has been open and transparent with Kwadacha, with 24 

respect to the process followed and the communication of issues regarding the 25 

proposed biomass project. BC Hydro submitted the Kwadacha Electricity 26 
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Purchase Agreement to the British Columbia Utilities Commission in 1 

March 2016. Our responses to information requests in this current proceeding, 2 

such as the responses to Non-Integrated Area Ratepayers Group IR 2.13.3, 3 

Zone II Ratepayers Group IR 2.35.1, and Zone II Ratepayers Group IR 1.18.1 4 

(public), are consistent with our evidence in the section 71 Application. With 5 

respect to standby costs, we had stated in the section 71 Application (page 11, 6 

section 5.1):  7 

In determining BC Hydro’s avoided diesel costs for financial 8 

modelling purposes, the capital costs of the DGS were not 9 

included in the calculation of the EPA energy price since the DGS 10 

will be required to run in parallel with the biomass plant. In 11 

addition, incremental operations, maintenance and administrative 12 

(OMA) costs other than fuel were not included because it is 13 

uncertain if these costs will be higher or lower (but in any case 14 

will be a small fraction of the avoided diesel costs). 15 

Q2. Mr. Hoeg references Tsay Keh Dene Nation’s proposed biomass 16 

cogeneration system. He states that “…BC Hydro would not enter into a 17 

power purchase agreement with Tsay Keh Dene Nation on the basis of its 18 

energy demand forecast. BC Hydro’s projection only allowed for demand 19 

from essential electric loads and population growth and rejected Tsay 20 

Keh Dene Nation’s vision for promoting local industry supported by 21 

low-cost heat and power.” He recommends that BC Hydro “take 22 

community energy demand forecasts and energy supply options into 23 

account now and in the future…”. How do you respond?  24 

A2. BC Hydro supports the acquisition of supply through electricity purchase 25 

agreements with Independent Power Producers, where the incremental supply 26 

matches the BC Hydro load requirements. The substantial excess capacity and 27 

energy volumes required in order to make the proposed biomass cogeneration 28 

plant viable would not have been supported by load requirements. Furthermore 29 

the biomass cogeneration plant proposal included experimental features such 30 



Rebuttal Evidence of 
British Columbia Hydro and Power Authority 

April 5, 2017 

 

 

Fiscal 2017 to Fiscal 2019 
Revenue Requirements Application 

Page 41  

as remotely controlled electric thermal storage devices in residences and 1 

developing learning algorithms for the boiler and the generator. BC Hydro did 2 

not consider these technologies to be manageable in a remote setting. Going 3 

forward, we will continue to work closely with the Tsay Keh Dene First Nation 4 

to: 5 

 Implement comprehensive demand-side management measures; 6 

 Increase generation capacity at our existing diesel generation station to 7 

support the projected community load growth (BC Hydro believes that 8 

biomass technologies in Non Integrated Areas require diesel cogeneration 9 

and/or backup with N-1 redundancy. Therefore the current plan to 10 

increase diesel generation capacity in order to accommodate load growth 11 

could also serve any future biomass plant); and  12 

 Evaluate and enable renewable energy projects to offset or displace 13 

diesel generation. 14 

Q3. Mr. Hoeg refers to BC Hydro’s billing practices. He states: “Even though 15 

the Nation pays the band members’ electricity bills, separate accounts 16 

are required so that band members can view their own individual 17 

consumption. The creation of separate accounts has led to BC Hydro 18 

demanding security from new occupants, which is neither appropriate 19 

nor required.” How do you respond? 20 

A3. In accordance with section 2.4 of the Electric Tariff, BC Hydro assesses the 21 

need for a security deposit for a new customer based on the customer’s ability 22 

to demonstrate satisfactory credit. A customer will typically satisfy this 23 

requirement by providing a reference letter from another utility or a credit check 24 

through a credit rating agency. As Tsay Keh Dene accounts are held by 25 

individual band members, the need for a security deposit would be determined 26 

based on the credit assessment of each member. 27 
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However, we are willing to work with Tsay Keh Dene to develop an agreement 1 

whereby a security deposit for a new customer could be waived when the 2 

Nation assumes responsibility for payment. BC Hydro recently changed its 3 

security deposit processes such that security deposits are no longer required 4 

for customers having their electricity bills paid directly by the Ministry of Social 5 

Development and Social Innovation. In addition, during the 2015 RDA, 6 

BC Hydro committed to (a) exploring how this security deposit waiver could be 7 

expanded to customers receiving other types of income assistance, and (b) 8 

pursuing tariff changes to enable a customer to guarantee payments for 9 

another customer. An agreement with Tsay Keh Dene would be consistent with 10 

these developments. With respect to item (b), BC Hydro anticipates filing an 11 

application with the Commission in 2017 for approval of the tariff changes 12 

necessary for this option.  13 

Q4. Mr. Hoeg refers to a generator failure during the week of January 9, 2017. 14 

He states that “[d]espite access to qualified local contractors, BC Hydro 15 

did not allow anyone else to make the necessary repairs.” He says that, 16 

although BC Hydro is replacing the generators, the experience 17 

“demonstrates the need for adequate capacity, rapid emergency service 18 

and back-up capability especially as load increases in Tsay Keh Dene.” 19 

He recommends, in part, that BC Hydro allow the use of local and 20 

regional contractors, with training from BC Hydro as necessary, for 21 

emergency repairs and residential hookups. How do you respond? 22 

A4. BC Hydro engages qualified local and regional contractors to supplement 23 

BC Hydro crews’ efforts to operate and maintain the BC Hydro Power System 24 

in Tsay Keh Dene. Individuals performing work specifically on the Power 25 

System’s generation and distribution components are exposed to significant 26 

mechanical and electrical hazards; therefore, the contractor’s employees must 27 

be competent in performing these tasks. This competency is gained through 28 



Rebuttal Evidence of 
British Columbia Hydro and Power Authority 

April 5, 2017 

 

 

Fiscal 2017 to Fiscal 2019 
Revenue Requirements Application 

Page 43  

trades-specific training (employees are “Red Sealed” journey persons) and 1 

from equipment specific work experience. BC Hydro continues to offer support 2 

to the Tsay Keh Dene First Nation for capacity development and encourages 3 

members to gain the necessary skills, experience and certifications required to 4 

perform this work. We are willing to work with local contractors to complete the 5 

necessary training.  6 

Q5. Mr. Hoeg discusses demand-side management programs. He states that, 7 

while BC Hydro has added an energy steward, the steward “does not 8 

have adequate resources to implement and manage DSM programs.” 9 

What is your response to Mr. Hoeg’s comments regarding the Energy 10 

Steward?  11 

A5. To clarify, the Band was responsible for the hiring of the Energy Steward while 12 

we provided funding for the position. As BC Hydro understands the Energy 13 

Steward position within the Band, the Energy Steward was tasked with working 14 

closely with Mr. Hoeg and the Band’s Housing Officer to understand home 15 

energy use and to promote conservation and efficiency in the community. The 16 

focus of the Steward’s work to date, as determined by the Band, has been 17 

related to understanding home energy use. Accordingly, BC Hydro provided 18 

the Energy Steward with information and training to access MyHydro, thereby 19 

enabling them to view and monitor electricity consumption in homes.. The idea 20 

that the Energy Steward would be able to “manage demand-side management 21 

programs” in the community was not initially discussed as a need or intent of 22 

the role. That said, we are currently developing the Energy Steward’s future 23 

work plan in collaboration with Mr. Hoeg and will be identifying any training 24 

needs so that we can better equip the Energy Steward.  25 



Rebuttal Evidence of 
British Columbia Hydro and Power Authority 

April 5, 2017 

 

 

Fiscal 2017 to Fiscal 2019 
Revenue Requirements Application 

Page 44  

Q6. Mr. Hoeg states that “[t]he DSM program limitations, limited pilots and 1 

multiple programs are confusing. There needs to be a planned, 2 

integrated and sustained longer term approach to developing and 3 

implementing DSM programs.” He also requests “capacity funding for 4 

baseline energy assessments and DSM planning.” What is your response 5 

to Mr. Hoeg’s comments on BC Hydro’s DSM programs and planning?  6 

A6. Since October 2016, BC Hydro has been supporting the development of a 7 

Community Energy Management Plan for the Tsay Keh Dene First Nation 8 

which should address some of Mr. Hoeg’s concerns. Once completed, the plan 9 

will outline a multi-year implementation plan for demand-side management 10 

activities in the community, including the home energy upgrades that Mr. Hoeg 11 

refers to.  12 

The intent of the plan is to help us understand what work is needed so we can 13 

determine how best to support it and allocate budget accordingly. Once the 14 

plan is finalized, BC Hydro will consider the potential for multi-year funding as 15 

part of this process. 16 

Regarding the energy efficiency program during spring 2017 that Mr. Hoeg 17 

highlights in section 3.2.4 of his evidence, BC Hydro has ordered and paid for 18 

the LED light bulbs, and is working with Mr. Hoeg on the logistics of getting the 19 

bulbs to the community. Mr. Hoeg has taken responsibility for organizing a 20 

local crew to remove old bulbs, dispose of them properly, and install the new 21 

bulbs. 22 
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Q7. Mr. Hoeg recommends that BC Hydro have a single point of contact for 1 

communities. How do you respond? 2 

A7. BC Hydro has several business groups that provide services, information and 3 

engagement with Tsay Keh Dene, such as the Non-Integrated Area 4 

operational business unit, Conservation and Energy Management, 5 

Environment and Customer Service. Each of these groups will have points of 6 

contact with Tsay Keh Dene, and it is not feasible or efficient to have one 7 

single point of contact for all activities. On October 26, 2016, at the Final 8 

Agreement Steering Committee meeting, BC Hydro made an Organizational 9 

Chart available to Tsay Keh Dene which lists specific people and positions at 10 

BC Hydro who may be contacted to respond to different needs. This chart will 11 

be updated as necessary. The next update is scheduled for April 20, 2017. 12 

BC Hydro intends that this chart be made broadly available by Tsay Keh Dene 13 

leadership and staff. As a default point of contact, BC Hydro’s Aboriginal 14 

Relations Group Relationship Lead for Tsay Keh Dene will continue to be 15 

available to the leadership, staff and members of Tsay Keh Dene. In addition, 16 

BC Hydro has developed and provided to the Tsay Keh Dene First Nation, a 17 

Service Handbook for Zone II customers, which provides contact information 18 

and procedures for communicating and resolving issues with BC Hydro.  19 

Q8. In response to BCUC-Zone II IR 1.2.1, Zone II states that there is a much 20 

lower participation in the Low Income program by remote communities 21 

compared to customers in Zone I. Zone II also indicates that it appears 22 

that all the ECAP offerings in fiscal 2015 occurred in Zone I. Do you have 23 

any comments in reply?  24 

A8. Our Low Income Program has two components: Energy Savings Kits and the 25 

Energy Conservation Assistance Program. The Zone 1B and Zone II 26 

participation rate in Energy Savings Kits is similar to customers in other areas. 27 

As shown in the table reproduced by Zone II in its response to 28 
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BCUC-Zone II IR 1.2.1, the distribution of Energy Savings Kits participation 1 

within Zone IB and Zone II is occurring at approximately the same rate as the 2 

distribution of the population.  3 

Regarding the Energy Conservation Assistance Program, there were no 4 

Zone II applications received in fiscal 2015, and participation in other years has 5 

been low. To increase participation in this program, BC Hydro is taking a 6 

number of steps which have been referred to in its responses to information 7 

requests.43 For example, we are:  8 

 Piloting an alternative delivery model for the Energy Conservation 9 

Assistance Program based on providing rebates on eligible energy 10 

savings measures purchased and installed by the community;44 11 

 Investigating options to coordinate with other funding agencies to address 12 

issues related to health and safety (which have been a barrier to access 13 

to the program upgrades);45 14 

 Providing financial support to First Nations Bands to hire temporary 15 

employees that receive training to assist with the installation of basic 16 

energy saving measures through the Energy Conservation Assistance 17 

Program;46 and 18 

 Facilitating access to opportunity assessments and energy efficient 19 

upgrades for homes by having BC Hydro staff and contracted resources 20 

(e.g., Community Energy Managers, Program Delivery Agents) available 21 

to assist communities in accessing our Energy Conservation Assistance 22 

Program.47 23 

                                            
43

  E.g., Exhibit B-5, BCUC IR 2.25.1; Exhibit B-10, BCSEA IR 1.20.2, Zone II IRs 1.8.3, 1.20.5; Exhibit B-15, 
BCUC IRs 2.36.14, 2.36.15 and 2.36.16. 

44
  Exhibit B-10, Zone II IR 1.8.3; 

45
  Exhibit B-15, BCUC IRs 2.36.14, 2.36.15, and 2.36.16. 

46
  Exhibit B-10, Zone II IR 1.20.5. 

47
  Exhibit B-10, Zone II IR 1.20.5. Also refer to Exhibit B-5, BCUC IR 2.25.1. 
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Q9. In Zone II’s responses to BCUC-Zone II IRs 2.1 and 2.2, Zone II requests 1 

that the Commission require BC Hydro “to report annually on the 2 

implementation of its DSM programs in NIA communities specifically, 3 

including a detailed analysis of the effectiveness of each program and its 4 

plans (including funding and access) for future years in those 5 

communities”. What is your response to this request? 6 

A9. BC Hydro does not believe that increased reporting is required given that it is 7 

taking other actions that will more effectively increase transparency and 8 

accountability for its program activities in non-integrated communities. In 9 

particular, BC Hydro is interested in establishing an ongoing process that could 10 

include Non-Integrated Area and Zone II interveners to incorporate ongoing 11 

feedback to improve the design, delivery and participation in our demand-side 12 

management programs.48 With respect to the Kwadacha First Nation (Fort 13 

Ware) and the Tsay Keh Dene First Nation in particular, BC Hydro is providing 14 

regular reports to the Bands to support them in assisting community members 15 

in managing home energy use and costs. B.C. has committed funding to 16 

develop multi-year plans to guide future building energy upgrades and 17 

conservation opportunities. Through these and other activities, BC Hydro aims 18 

to strengthen relationships with non-integrated area communities, creating a 19 

more open and transparent exchange that will serve all parties better in the 20 

long run and be more effective than increased reporting. 21 

                                            
48

  Exhibit B-15, BCUC IR 2.36.2. 
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Q10. In Zone II’s response to BCUC-Zone II IR 5.1, Zone II stated that BC Hydro 1 

has made a commitment in Fort Ware to provide LED streetlights that has 2 

not been fulfilled. How do you respond?  3 

A10. BC Hydro has maintained that until an LED rate for BC Hydro-owned 4 

streetlight customers taking service under rate schedule 1701 is approved by 5 

the Commission, BC Hydro is not able to offer this service to customers, 6 

because there would not be an approved rate to charge under. The design of 7 

this rate is currently underway in Module 2 of the Rate Design Application and 8 

if the rate is approved, BC Hydro expects to begin five year staged roll out of 9 

LED streetlights on its poles starting in 2018. 10 

Q11. In Zone II’s response to BCUC-Zone II IR 6.1, Zone II stated that: 11 

“BC Hydro was informed about the propane replacement 12 

and planned new housing and has received service 13 

requests. There was also a propane study provided to 14 

BC Hydro. BC Hydro was advised of community plans and 15 

the increase that would result and did not act.”    16 

In Zone II’s response to BCUC-Zone II IR 11.1, Zone II stated that: 17 

“BC Hydro was made aware of demand growth at the time of 18 

the transfer and did not act on it. … BC Hydro will only now 19 

consider potential future renewable energy installations.” 20 

How do you respond to these statements? 21 

A11. BC Hydro engaged an external consultant to review the above mentioned 22 

“propane study” at the time. The review concluded that fuel switching from 23 

propane to electric will not occur at the rate predicted. 24 

As a result, BC Hydro communicated to Tsay Keh Dene First Nation at that 25 

time, the following: 26 

“We acknowledge fuel switching will occur over time. However, 27 

we do not agree that it will occur at the rate and to the extent you 28 
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assume in your proposal. The cost of heating with propane is 1 

very close to the second tier of Zone II rates and we would look 2 

to conservation as an option for managing load growth”. 3 

We believe our assessment at that time was correct. 4 

Q12. In its response to BCSEA-SCBC-Zone II IR 2.4, Zone II stated:  5 

“The information in Figure 1 is intended to contrast the 6 

prices BC Hydro is prepared to pay in the SOP with prices it 7 

is prepared to pay in remote communities like Fort Ware. 8 

The SOP prices should be available in remote communities 9 

also. These prices are fair and reasonable since BC Hydro 10 

offers these prices to other comparable projects and reflect 11 

the economic realities of biomass projects.” 12 

In its response to BCSEA-SCBC – Zone II IR 7.2.1, Zone II suggests that it 13 

may have been unfairly treated in not obtaining a Standing Offer Program 14 

(SOP) price for its proposed biomass facility. What is your response? 15 

A12. BC Hydro believes that the Tsay Keh Dene First Nation has been treated fairly 16 

with respect to its proposal for a biomass facility. BC Hydro has been and 17 

continues to be open to receiving a project concept or proposal to understand 18 

the potential resource option(s) to meet supply needs in Tsay Key Dene or in 19 

other First Nation Non-Integrated Areas. However, BC Hydro has not received 20 

a project proposal or project concept to review from the Tsay Keh Dene First 21 

Nation in recent years. Due to the unique load requirements of Non Integrated 22 

Areas, the SOP program is not available in Non Integrated Areas. However, 23 

BC Hydro would be open to pricing consistent with the Standing Offer 24 

Program, or potentially higher in Non-Integrated Areas where there is diesel 25 

generation. As part of the overall technical and financial review of a proposal, 26 

BC Hydro would consider a cost of service review of the project and undertake 27 

negotiations of the project pricing on a bilateral basis with the proponent.  28 
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6 Termination of Accenture Business Services Contract 1 

Q1. On March 30, 2017, by Order No. G-50-17, the Commission directed 2 

BC Hydro to “to provide information regarding the termination of the 3 

Accenture Business Services of British Columbia Limited Partnership 4 

(Accenture) contract and the impact, if any, to the calculation of the 5 

revenue requirements and the forecast additions to the regulatory 6 

accounts.”  Can you please provide the requested information?  7 

A1. BC Hydro currently operates under an outsourcing contract with Accenture 8 

Business Services of British Columbia Limited Partnership (ABSBC). The 9 

outsourcing contract includes the following services: Customer Care (customer 10 

call centre, billing, learning and knowledge, credit/collections); Human 11 

Resources (payroll, recruitment services, pension administration); Finance 12 

(accounts payable); Office Services (switchboard, mail and document services, 13 

and graphic design). BC Hydro’s partnership with ABSBC has been 14 

successful.  15 

The contract expires April 30, 2018, providing BC Hydro with an opportunity to 16 

consider what structure for these services is in the long-term best interests of 17 

our business. In February, 2017, BC Hydro’s Board of Directors approved the 18 

repatriation of services upon the expiry of the outsourcing contract. An 19 

important consideration in BC Hydro’s analysis was our key corporate 20 

objective of making it easier for customers to do business with us. The 21 

outsourcing contract includes our call centre agents, who are often the first 22 

contact with our customers. It also includes critical back office functions that 23 

ultimately have customer service implications. BC Hydro has made the 24 

decision to bring these functions back in-house so that we can adapt and grow 25 

these services and align them with our future business needs.  26 
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Planning is underway to transition employees and services to BC Hydro on 1 

May 1, 2018 and wind down contractual obligations under the outsourcing 2 

contract. BC Hydro and MoveUP have reached a Memorandum of Agreement 3 

(MOA) to facilitate employment opportunities for current ABSBC MoveUP 4 

employees working in Customer Care, Finance, Human Resources and Office 5 

Services. 6 

The repatriation did not have any material impacts on fiscal 2017 revenue 7 

requirements. The overall impact of the repatriation on BC Hydro’s fiscal 2018 8 

and fiscal 2019 revenue requirements is also expected to be minimal. 9 

BC Hydro will incur additional costs during fiscal 2018 as repatriation activities 10 

are planned and executed.  11 

The additional costs forecasted for fiscal 2018 include the following: Transition 12 

Costs (all transition activities including repatriation planning, making job offers 13 

to transitioning staff, setting up security and IT access, updating signage, 14 

change management, onboarding and training, and communications); Early 15 

On-boarding (early on-boarding of specific roles required prior to the transition 16 

date to plan post-transition operations, or to replace experienced staff may 17 

who choose to retire instead of transfer to BC Hydro); Legal Support 18 

(commercial and labour relations legal advice to support the wind down of the 19 

outsourcing contract). BC Hydro has established a high level cost estimate for 20 

these activities based on the professional opinion of managers within the 21 

impacted operational areas. However, BC Hydro notes that several underlying 22 

assumptions need to be confirmed and additional data obtained to refine the 23 

estimate. Detailed planning activities are currently underway to further define 24 

the required activities and related costs. 25 

The savings forecasted for fiscal 2019 represent the avoided fees for 26 

managing the currently outsourced services. These savings are an estimate, 27 
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and will also be impacted by the decisions and negotiations that will take place 1 

over the next few months.  2 

Based on the potential variability of the fiscal 2018 costs and fiscal 2019 3 

savings, it is BC Hydro’s best estimate at this time that the net impact on 4 

revenue requirements for the current test period will be in the range of 5 

$0-2 million. BC Hydro is not requesting a new regulatory account or seeking 6 

to use an existing regulatory account for the deferral of costs or savings related 7 

to the termination of the Accenture contract, and as a result there will be no 8 

forecast additions or reductions to the regulatory accounts related to this over 9 

the test period. 10 

7 Conclusion 11 

Q1. Does this conclude BC Hydro’s rebuttal evidence? 12 

A1. Yes. 13 
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PST, like electricity costs, is a cost of production for industrial customers. The phase 

out of PST is equivalent to a 7 per cent reduction in electricity costs. An assessment 

of price responsiveness in response to changes in PST provides an indication of 

how customers would respond to electricity price increases.  

A summary of the methodology and results of the impact of the phase out of the PST 

on electricity costs for BC Hydro’s major pulp and mills is provided below. The 

analysis demonstrates that BC Hydro’s load forecast and methodology is responsive 

to changes in production costs, whether those costs are PST or electricity costs.  

Methodology 

The methodology employed was as follows: 

 A pulp and paper mill consultant, BC Hydro’s load forecasting 

department, BC Hydro Key Account Managers and BC Hydro 

industrial marketing all contributed to the analysis on the impact of 

removal of PST on electricity costs and its impact on the pulp and 

paper load forecast. The mill consultant involved in the PST 

analysis was the same person who had led the assessment of the 

mill closure risk for the May 2016 pulp and paper load forecast;  

 The consultant gathered intelligence from key mill technical experts 

and/or managers on the PST reduction-induced cost savings (i.e., 

PST savings) as a percentage of mill operating cost, and the impact 

that the PST savings will have on individual mill operations;  

 The consultant and BC Hydro used this information to: (i) estimate 

the PST savings as a percentage of mill operating costs, and (ii) 

revise the operating risk assessments for each major pulp mill as 
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result of the PST savings, while holding other assumptions related 

to the May 2016 load forecast constant; and 

 The latter two items were used to produce a revised load projection 

for the major mills relative to the May 2016 Load Forecast.  

Summary of Results 

The results of the analysis undertaken by the external consultant and BC Hydro 

suggest that: 

(a) Mill electricity costs as a percentage of operating costs range across the mills in 

the order of 2 per cent to about 30 per cent; 

(b) Publication paper mills and bleached chemical thermal mechanical pulp mills 

benefit most from the PST savings because they are generally forecast to have 

higher closure risk and have higher electricity costs as a percentage of their 

operating costs. In some instances there was a reduction in the probability risk 

of closure of some mills by as much as 10 per cent over next ten years; and 

(c) Kraft mill operations did not benefit from the PST savings because their 

self-generation significantly reduced the amount of PST savings and generally 

they are forecast with minimal closure risk.  
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