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1. Reference:  Exhibit B-1, Cover Letter page 1 and Appendix C page 3 of 5 and page 4
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1.1 Please discuss the legal ramifications for BC Hydro and Fortis if the Commission did not 

provide orders approving BC Hydro’s proposed purchase of Teck’s remaining two-thirds 

interest in the Waneta Dam and its associated assets.  Provide quantification of any 

expected costs that could occur.  

1.2 Please provide BC Hydro’s views of the Commission’s options in denying all or part of 

the Application.  

1.3 Please discuss BC Hydro’s options for renegotiating any or all terms of this agreement.  

1.4 Could Fortis renegotiate the agreement with Teck if BC Hydro does not purchase 

Waneta? Please explain. 

 

2. Reference:  Exhibit B-1, page 1-5 

 

 
2.1 When does BC Hydro expect to update the 2013 Integrated Resource Plan? 
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3. Reference:  Exhibit B-1, page 1-13 and Appendix N page 80 of 90 
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3.1 Please confirm that Teck’s process was intended to create the most favourable sale price 

and future power purchase terms for Teck; which could result in the least favourable sale 

price and power purchase terms for the purchaser.  

3.2 Please confirm that BC Hydro was not legally precluded from participating in the 

auction.  

3.2.1 If not confirmed, please provide the documents which legally precluded BC 

Hydro from participating in the auction. 

3.3 Please clarify the statement: 

‘While BC Hydro did not directly participate in the auction process, at 

Teck’s request, BC Hydro did engage in discussions with a third-party 

regarding a possible bid.’   

Did Teck request that BC Hydro not engage in the auction process, or did Teck request 

that BC Hydro engage in discussion with a third-party? Please explain and explain how 

Teck communicated this request to BC Hydro.  

3.3.1 If Teck requested that BC Hydro not engage in the auction process, please provide 

the reason that was given to BC Hydro for this request.  

3.3.2 Please provide BC Hydro’s reason for assenting to this request. 

3.3.3 If Teck requested that BC Hydro engage in discussions with a third party, please 

provide the reason that was given to BC Hydro for this request. 

3.3.4 Please provide BC Hydro’s reason for assenting to this request.  

3.4 Why did BC Hydro elect not to participate in a bid with the third party? Please explain.  

3.5 Please provide BC Hydro’s view as to how its participation in the bidding process would 

likely have influenced the bidding process. 

3.6 Please explain the advantages and/or disadvantages that would have accrued to BC Hydro 

and/or its ratepayers if BC Hydro had participated in the bidding process.  

3.7 Would BC Hydro’s participation in the bidding process potentially have reduced the 

number of potential bidders?  Please explain why or why not.  

3.8 Did BC Hydro ask Teck for an extension of the time period to consider the ROFO? 

3.8.1  If not, why not? 

3.8.2 If yes, please provide Teck’s response. 
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4. Reference:  Exhibit B-1, page 1-14 

 

 
 

4.1 By not participating in the bidding process and instead relying on the ROFO how were 

BC Hydro’s opportunities to modify the terms of the agreement to suit its own interests 

affected? Please explain. 

4.2 Please confirm that Fortis Inc. and BC Hydro could have distinct differences in the values 

that they attribute to new energy supply resources. 

4.2.1 If not confirmed, please explain why not.  

4.2.2 If confirmed, please provide BC Hydro’s best understanding as to how Fortis Inc. 

and BC Hydro might differ in the value they ascribe to the purchase of energy 

supply, and particularly energy supply from the Waneta Dam.  

4.3 Please confirm that if Fortis wished to purchase the dam, and was aware that BC Hydro 

had a right of first offer, it could be perceived to be more in Fortis’ interest to make a less 

favourable agreement than if BC Hydro did not have the right of first offer, because a 

highly favourable agreement would likely be met by BC Hydro. 

4.4 Please confirm that Fortis will purchase the dam if BC Hydro does not purchase the dam.  

4.4.1 If not confirmed, please provide BC Hydro’s expectations as to what would 

happen with the dam.  
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4.5 Please confirm that under a situation in which either Fortis or BC Hydro purchases the 

dam, energy ratepayers in BC, either in FortisBC territory or in BC Hydro territory could 

receive the benefit of the Waneta Dam sale.  

4.5.1 If not confirmed, please explain why not.  

4.6 If Fortis purchases the dam instead of BC Hydro, and if additional energy and/or capacity 

was required in the future, could BC Hydro potentially purchase energy/capacity from 

Fortis and/or FortisBC after the Teck Lease agreement expires? 

 

5. Reference:  Exhibit B-1, page 1-18 

 

 
5.1 Please confirm that the BC Hydro RRA is not yet decided by the Commission, and the 

application could still be amended. 

5.2 Please provide details and quantification for the ‘somewhat higher fiscal 2019 lease 

revenues, and somewhat lower lease revenues at the end of the Lease Period’ 

assumptions. 

5.2.1 What was the rationale behind BC Hydro’s original revenue assumptions and 

what caused the assumptions to be incorrect. 

5.3 For the $1.2 billion investment, please describe to which accounts and to whose account 

the operating costs, interest costs and depreciation of the capital investment will be 

accounted. 
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6. Reference:  Exhibit B-1, page 1-19 

 

With regard to capital expenditures incurred by Teck, BC Hydro will have to recognize the 

resulting capital additions, and will also be required to recognize a corresponding amount as 

revenue in the year of each addition.  The revenue that will be recognized offsets amortization of 

the capital addition in future periods that sums to the revenue.  Subject to the continuance of its 

Amortization of Capital Additions Regulatory Account and Total Finance Charges Regulatory 

Account, BC Hydro proposes to defer the revenue to the NHDA, as it arises, and to allow the 

associated incremental amortization to flow through the existing regulatory accounts.  To the 

extent the amortization period of the NHDA and the incremental amortization period are not the 

same there may be an intergenerational equity concern with this approach.  However, BC Hydro 

expects the annual incremental revenue and offsetting amortization will be relatively modest 

amounts – not more than a few million dollars in any given year compared to a revenue 

requirement in the order of $6 billion - so that such concerns are quite minor relative to the more 

complex accounting arrangements that would be required to otherwise deal with the issue. 

 

6.1 Could BC Hydro have both the costs and the revenues handled in a Waneta Purchase 

regulatory account instead of having the various components of the transaction dispersed 

into different regulatory accounts?  Please explain why or why not.  

6.2 Is BC Hydro aware of any issues that would prevent the Commission from ordering BC 

Hydro to account for the transaction in a single regulatory account? 

6.3 Please describe the potential intergenerational inequity concerns and what might be BC 

Hydro’s approach to amortization from a single Waneta purchase regulatory account.  

 

7. Reference:  Exhibit B-1, page 2-ii and page 2-5 
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7.1 Please provide the Global News article by Laura Kane on January 21, 2015. 

https://globalnews.ca/news/1785865/hydro-ceo-promises-site-c-dam-will-be-built/ 

7.2 Please confirm that Jessica McDonald (CEO of BC Hydro) described BC Hydro as 

having ‘challenges as a result of aging infrastructure built in the 1960s and 1970s on or 

about mid- 2015. 

7.3 Please provide the BC Hydro Fact Sheet from April 1, 2016 ‘BC Hydro Rates’  

https://www.bchydro.com/news/press_centre/news_releases/2016/2016-rates-fact-

sheet.html  and confirm that BC Hydro states on its website that:  

‘Many of BC Hydro’s facilities were built in the 1960s, 70s and 80s, and 

BC Hydro must make investments in aging infrastructure and new projects 

to meet growing demand for power’. 

Please confirm that BC Hydro states on its website at https://www.bchydro.com/energy-

in-bc/projects.html  that: 

‘we must reinvest in our aging assets and prepare to invest in new assets 

like the Site C Clean Energy Project’ 

7.4 BC Hydro has described the Waneta assets as being ‘comparable to BC Hydro assets of a 

similar vintage’, and further to the above statements has also referenced BC Hydro assets 

which are newer than the Waneta Dam as ‘aging infrastructure’ which are in need of 

investment and the addition of new assets. Please confirm that the Waneta Dam can also 

be considered as ‘aging infrastructure’ and potentially in need of investment.   

 

8. Reference:  Exhibit B-1, page 3-6 

 

https://www.bchydro.com/news/press_centre/news_releases/2016/2016-rates-fact-sheet.html
https://www.bchydro.com/news/press_centre/news_releases/2016/2016-rates-fact-sheet.html
https://www.bchydro.com/energy-in-bc/projects.html
https://www.bchydro.com/energy-in-bc/projects.html
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8.1 Please confirm that from a ratepayer perspective, status quo is not maintained as BC 

Hydro will have paid $1.2 billion for the Waneta assets.  

 

9. Reference:  Exhibit B-1, page 3-3  

 

 

 
9.1 Why did BC Hydro not include the purchase of the transmission assets that were included 

in the principal agreements forming the Fortis Transaction in its agreement?  

9.2 Please provide BC Hydro’s understanding of the costs and revenues that would have been 

incurred had BC Hydro agreed to purchase the transmission assets at the present time.  

9.3 Please provide the benefits and costs of the excluded transmission assets with 

quantification.  
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10. Reference:  Exhibit B-1, page 3-2 and page 3-5 

 

 
 

10.1 Please elaborate on why the inability to deliver a section 16.1 election pursuant to the 

Income Tax Act results in a $3 million premium in the purchase price over Fortis’ 

purchase price.  

10.2 Are the excluded transmission assets integral to the value of the assets as operated by 

Teck? 

10.3 Are the excluded assets logically valuable to Fortis as they were included in the sale? 

10.4 Could the excluded transmission assets be valuable to BC Hydro if acquired? 

10.4.1 If so, please explain and quantify the value. 

10.4.2 If no, please explain why not.  

10.5 How will BC Hydro’s $1.203 billion investment be financed?  Please provide details 

including capital repayment schedule, expected refinancing timeframes and rates, etc. 
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11. Reference:  Exhibit B-1, page 3-7 and Appendix N page 2 of 90 

 

 

 
11.1 Please explain why 2% was chosen as the appropriate escalation rate for basic rent.  

11.2 Please provide the evidence supporting 2% as the appropriate escalation rate.  

11.3 Please discuss the implications of having a pre-established escalation rate rather than a 

rate that is adjusted periodically, such as every five years, to reflect market conditions.  

 

12. Reference:  Exhibit B-1, Appendix F, page 6 of 50 

 

 

 
12.1 Are the Basic Rent values in 2018 dollars?  Please explain. 

12.1.1 If not, please present the above table in 2018 dollars. 

12.2 A consistent 2% increase for years 19 and 20 would result in annual payments of 

$105,948,226 and $108,067,191 respectively, resulting in a total difference of $5.672 

million from that included in the Basic Terms. Please explain why BC Hydro included a 

0.7% reduction from year 18 to year 19. 

12.3 Are there other areas of the application in which there are variations from that presented 

in the write up?   

12.3.1 If yes, please identify these areas. 
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13. Reference:  Exhibit B-1, Appendix F, page 24 of 50 

 

 

 
13.1 The initial rent payable at $74 million per annum escalated at 2% would be $108 million 

in 20 years or $40/MWh, whereas the initial rent for the renewal term is $144 million. 

Please show the calculation illustrating the $53/MWh price. 

13.2 Please confirm that to the extent that the renewal is entirely at Teck’s discretion and the 

renewal prices are pre-set Teck will have the advantage of being able to choose to use 

market supply or BC Hydro supply depending on which price is most favourable at the 

end of the lease period. 

13.2.1 Please discuss the implications for BC Hydro if market prices are higher than the 

pre-established price that Teck would be required to pay under the Renewal Basic 

Rent. 
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14. Reference:  Exhibit B-1, page 3-10 and page 3-10 and Appendix G page 4 of 19 and 

page 4 of 19 
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14.1 Under the original voting of 1/3
rd

 BC Hydro and 2/3
rds

 Teck, both parties had the 

equivalent percentages representing their permanent interest in the facility, which is not 

present under the proposed Lease. 

Could BC Hydro have requested an adjustment in the participation, and attached voting 

rights, to reflect the change in the interest of the parties?  Please explain. 

14.2 Please explain the reason for why the percentages could ‘be adjusted’ in the original 

COA and are not permitted to change in the COPOA. 

14.3 Please confirm that decision-making and cost-sharing decisions made during the Lease 

Period could also have post-Lease risks attached.  

14.4 Please explain the potential post-lease risk which could occur from this decision-making 

approach. Please quantify where possible. 

 

15. Reference:  Exhibit B-1, Appendix G, page 6 of 19 

 

 
 

15.1 Please describe how BC Hydro would have the ‘benefit of upgrades’ and provide 

examples with quantification to the extent possible. 

15.2 Please confirm that Teck could also receive benefits from upgrades that are the sole 

responsibility of BC Hydro.  

15.3 Please quantify potential benefits to Teck from BC Hydro’s capital expenditures under 

the agreement.  
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16. Reference:  Exhibit B-1, Appendix G, page 3 of 19 and page 4 of 19 

 

 

 

 

 
 

16.1 Is Teck is entitled to decide matters for BC Hydro following the Lease Period in respect 

of the interest in the Bare Trust Assumed Contracts held in trust by the Bare Trustee for 

Teck? 
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16.1.1 If yes, please explain why this is the case. 

16.2 Please identify any risks that BC Hydro is exposed to as a result of this decision-making 

authority in regard to the Bare Trust. 

16.3 To the extent that these risks are mitigated by settlement in the Operating Committee, 

how are BC Hydro’s interests adequately protected given the 2/3
rds

 voting power of 

Teck? Please discuss. 

 

17. Reference:  Exhibit B-1, page 3-11 and page 3-11 

 

 
17.1 Please elaborate on the considerations and decision-making process BC Hydro undertook 

and explain why BC Hydro elected not to become an Operator at this time. 

17.2 Please provide the fixed times at which BC Hydro would have the opportunity to elect to 

become Operator in the future, and any conditions that are required in order to do so.  

17.3 Please provide and quantify any costs/benefits that would have accrued to BC Hydro had 

it elected to become Operator at this time.   

17.4 Please confirm that BC Hydro has the requisite capabilities to become Operator at this 

time.  

 

18. Reference:  Exhibit B-1, page 3-11 

 

 
18.1 Please confirm that BC Hydro has the requisite capabilities to act as Manager of the day 

to day operations of Waneta.  

18.2 Please provide a brief discussion of the costs and benefits of transferring the Manager 

function from FortisBC to BC Hydro and include high level quantification of any costs or 

benefits that BC Hydro considers could accrue from becoming Manager including any 

benefits derived from integration of the function within BC Hydro. 
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18.3 If BC Hydro were to become Operator, would it expect to appoint itself or any other 

party other than FortisBC as Manager?  Please elaborate on why or why not and identify 

the appropriate considerations. 

 

19. Reference:  Exhibit B-1, page 3-12 and Appendix H page 29 of 138 

 
 

 
 

19.1 Are sustaining capital expenditures for the Waneta Dam generally predictable, or do they 

vary significantly from year to year?  Please comment and provide quantification of 

changes where possible.  

19.2 What protections are in place to ensure that sustaining capital required towards the end of 

the lease period is not deferred to outside the lease term?  Please explain.  

 



 

{00902063;1}   

- 18 - 

20. Reference:  Exhibit B-1, page 3-14 

 

 
20.1 If BC Hydro were to become Operator, would BC Hydro be required to secure its 

obligations as an Operator even though Teck is not required to?  Please explain. 

20.2 Please explain how Teck’s leasehold interest would provide security for obligations to its 

other co-owner, and if this security was called upon, how would it affect BC Hydro’s 

interest in the same assets. 

 

21. Reference:  Exhibit B-1, page 3-20 and 3-21 and page 2-19 
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21.1 Is the full capacity of Line 71 useful and valuable to BC Hydro in the event that the Teck 

smelter no longer exists? Please explain why or why not. 

21.2 What is the normal life of Transmission Assets such as those being purchased at the 

expiry or termination of the Lease? 

21.3 What is the current age of the Transmission Assets being purchased? 

21.4 What does BC Hydro anticipate will be the expected future life of the Transmission 

Assets being purchased at the time of purchase?  

 

22. Reference:  Exhibit B-1, page 3-20 

 
22.1 Are there also circumstances that could occur during the Lease period in which the entire 

output of Waneta generation is not being distributed in the infrequent hours in which 

Waneta is not serving the smelter load?  Please explain. 

22.2  o the extent that the smelter load is not available following the Lease period at all, would 

Waneta continue to operate at full output?  Please explain.   
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23. Reference:  Exhibit B-1, page 3-21 and 3-22 
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23.1 Does the Teck Wheeling Agreement impose any obligations on BC Hydro to deliver 

electricity that it would not otherwise have done absent the Waneta transaction?  Please 

explain. 

23.2 Was the Teck Wheeling Agreement part of the Fortis Agreement?  

23.2.1 If not, is BC Hydro required to enter into this Agreement with Teck?  Please 

explain. 

23.3 What advantages does BC Hydro gain from the Teck Wheeling Agreement?   Please 

explain and provide quantification of any benefits. 

23.4 Are there any disadvantages that BC Hydro gains from the Teck Wheeling Agreement?  

Please explain and provide quantification of any costs. 

23.5 If Teck is importing power from US markets can BC Hydro benefit by selling its surplus 

to Teck rather than exporting it to US markets?  Please explain and provide quantification 

of any benefits that could accrue. 

 

24. Reference:  Exhibit B-1, page 2-18 and page 3-22 
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24.1 Please discuss Teck’s ability to export Waneta energy and/or capacity at a profit during 

the lease period, or during a lease extension period under the current agreements. 

24.2 Please discuss Teck’s ability to export Waneta energy and/or capacity at a profit after the 

lease period and without the lease extension. 

24.3 Please identify any regulations that would prohibit Teck from purchasing energy/capacity 

from BC Hydro and reselling the energy for a profit. 
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25. Reference:  Exhibit B-1, page 3-24 

 

 

 
 

25.1 What constitutes ‘satisfactory assurance’ that Teck will be eligible to pay water rentals at 

the ‘commercial power use’ rate during the Lease Period.  

25.2 What impediments exist that could reduce Teck’s eligibility ‘to pay water rentals at the 

‘commercial power use’ rate during the Lease Period’?  Please explain why Teck requires 

assurance of its eligibility. 
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26. Reference:  Exhibit B-1, page 4-4 and Appendix N page 13 of 90 

 

 

 
26.1 Please elaborate on the substantial rehabilitation project likely required at the end of the 

Lease Period. 

26.2 Please confirm that the substantial rehabilitation project at the end of the lease terms is 

fully accounted for in the above assumptions of sustaining capital $0.5 million per year; 

transmission capital of approximately $2.5 million per year, and the runner 

refurbishments on Units 1,2 and 4 at approximately $12 million per year. 
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26.2.1 If not confirmed, please provide and itemize the costs for a substantial 

rehabilitation. 

26.2.2 Please provide an estimate of any contingency required. 

26.3 Why is the timing of the rehabilitation project conditional upon the term of the Lease 

rather than the condition of the asset? Please explain.  

26.4 Could the rehabilitation be less costly if it were not postponed to the end of the Lease?  

Please explain and provide quantification of any changes that could be anticipated. 

26.5 Would BC Hydro be any more or less likely to undertake the rehabilitation project if BC 

Hydro were in surplus versus being in deficit at the time?  Please explain.  

26.6 What is the average economic life, to the point of significant rehabilitation, for dams and 

other assets equivalent to those of Waneta constructed in the 1950s?  Please use BC 

Hydro assets as examples as well as assets from other jurisdictions. 

26.7 Please confirm that a default situation would arise if capital work that is needed and is 

Teck’s responsibility is not done. 

26.7.1 Does BC Hydro have a threshold over which it could claim a default for work not 

performed?  Please explain. 

26.7.2 In the event of default, please quantify the worst case potential costs to BC Hydro 

and contrast them with those adjusted by the third-party assessment of the 

likelihood of Teck defaulting in Section 4.4.3 

26.8 Please describe the criteria for determining what would be considered ‘extraordinary 

capital’, and explain what types of extraordinary costs could occur and would not be BC 

Hydro upgrades. 

26.8.1 Please provide the worst-case types of extraordinary costs that BC Hydro might 

face and provide quantification.  

 

27. Reference:  Exhibit B-1, Appendix N, page 3 of 90 
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27.1 Please elaborate on the assumptions to explain why BC Hydro would experience a 

negative Present Value under all scenarios except Market Prices (extrapolated) if BC 

Hydro did not purchase Waneta and BC Hydro served the smelter.   

27.2 What issues prevent BC Hydro from recovering its cost of service from Teck in a 

scenario in which BC Hydro served the Teck smelter but did not acquire Waneta? 

27.3 Does BC Hydro have an obligation to service Teck at rates below its cost of service? 

Please explain. 

27.4 Please confirm that the price of non-hydro renewable energy such wind is expected to 

experience a decrease over the Lease Period. 

27.5 Please provide BC Hydro’s anticipated cost for capacity and energy for wind-power 

resources over the lease period and beyond the lease period to the end of an extended life 

for Waneta, assuming a substantial rehabilitation. 

 

28. Reference:  Exhibit B-1, Appendix N, page 18 of 90 

 

 
 

28.1 Please compare the Mid-C electricity spot market price forecast to that determined by the 

Commission in the Site C Report to government.  

28.2 To the extent there is a difference between BC Hydro’s forecast and that provided by the 

Commission, please justify the use of the Mid-C price instead of that determined by the 

Commission, for planning in regard to power acquisition. 
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29. Reference:  Exhibit B-1, Appendix N page 21 of 90 

 
29.1 Please provide the breakdown between the costs related to’ regulatory proceedings, 

consultation, legal fees and other associated costs’, and the ‘Property transfer taxes’. 

 

30. Reference:  Exhibit B-1, Appendix N page 23 of 90 

 

 
30.1 Please quantify the ‘level of capital investment’ made in the assets and in the future, 

during and beyond the lease period based on rehabilitation.  

30.2 Please confirm that the economic life of the project will be dependent upon the amount of 

refurbishment undertaken at the end of the Lease period.  
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31. Reference:  Exhibit B-1, page 4-9 

 

 
 

31.1 Please confirm that BC Hydro is already compliant with section 6.1 of the Clean Energy 

Act regarding Self Sufficiency, and does not require energy from Waneta to meet its self-

sufficiency requirements. 

 

32. Reference:  Exhibit B-1, Appendix N, page 27 of 90 and page 28 of 90 
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32.1 Please confirm the CEC’s interpretation of the results of Table 7 as showing that the 

Lease extension option represents a cost to BC Hydro under all the valuations considered, 

with a lower cost if market energy is valued at a lower price than if it is valued at a higher 

price. 

32.2 What, if any, are BC Hydro’s options for modifying or removing the Extension option? 

32.3 Please confirm that the values provided in Table 7 do not consider the likelihood of Teck 

exercising its option, depending on the prevailing market prices under the Market Prices 

(ABB) and extrapolated prices scenarios.  

32.3.1 If not confirmed, please elaborate on how the likelihood of Teck exercising its 

option is factored into these Powerex calculations. 

32.4 Please provide BC Hydro’s understanding of how prevailing market prices will likely 

influence Teck’s decision-making with regard to extending the Lease.  

32.5 Would BC Hydro agree that the higher the market prices and market forecast is at the 

time of the extension the more likely it is that Teck will exercise its option?   

32.5.1 If not, please explain why or why not.  
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32.6 What, if any other considerations would Teck likely take into account when determining 

whether or not to exercise its option to extend its lease? 

32.7 To the extent that Teck wished to extend its lease, but also wished to renegotiate the 

terms of the lease, would BC Hydro be open to doing so?  Please explain why or why not.  

32.8 Please confirm that if Teck did not renew its lease, it would still have the option of 

negotiating a new agreement with BC Hydro at the conclusion of the initial Lease Period.  

 

33. Reference:  Exhibit B-1, Appendix N, page 29 of 90 

 
 

33.1 Please confirm that the purchase price remains at $1.2 billion for this table. 
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34. Reference:  Exhibit B-1, page 31 of 90 

 

 

 
34.1 Please provide BC Hydro’s evidence supporting a 30% capacity premium, and discuss 

any factors that could change the value of the premium over the course of the lease 

period. 

34.2 Please update Table 12 assuming a 20% capacity premium. 

34.3 Please update Table 12 assuming a default by Teck in years 5, 10 and 15 of the Lease 

Period, and including scenarios for a 20% capacity premium and a 30% capacity 

premium.  
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35. Reference:  Exhibit B-1, Appendix N, page 32 of 90 

 

 
 

35.1 Please elaborate on and distinguish between the requirements of the base assumption of a 

40-year asset life and capital forecast corresponding to Leading Utility Practice (first 

bullet) and a ‘scenario where BC Hydro adopts a Leading Utility Practice approach to 

capital spending and extends the asset life to 70 years (last bullet). 

35.1.1 Please provide quantification for any costs that would be required under the base 

assumption and the latter scenario. 

35.2 Is BC Hydro definitively able to extend the life of the asset to 70 years with a Leading 

Utility Practice approach to capital spending? Please explain.  

35.3 Does BC Hydro have full authority to adopt a Leading Utility Practice approach to capital 

spending to extend the asset life, or would it require agreement and/or cooperation by 

Teck?  Please explain. 

35.3.1 If BC Hydro would require agreement and/or cooperation from Teck, please 

confirm, otherwise explain, that it might not necessarily be in the interests of Teck 

to adopt a Leading Utility Practice approach to capital spending to extend the 

asset life. 
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36. Reference:  Exhibit B-1, Appendix N, page 33 of 90 

 

 
36.1 Please discuss what constitutes ‘Good Utility Practice’ and how it differs from Leading 

Utility Practice.  Please provide high level quantification for costs if available.  

36.2 Does BC Hydro currently operate under ‘Good Utility Practice’ or ‘Leading Utility 

Practice’ for its assets?  Please explain. 

 

37. Reference:  Exhibit B-1, Appendix N, page 34 of 90 
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37.1 Why is 20% the appropriate risk premium to be applied the capital projects?  Please 

explain. 

37.2 Was the 20% applied across the board, or was it attached individually to costs based on 

an assessment made by BC Hydro or any other party?  Please explain.  

37.3 Please confirm that Appendix N, pages 58-63 include all the capital costs and risk 

premiums BC Hydro has included in addressing the facility risk. 

37.3.1 If not confirmed, please provide all the capital expenditures BC Hydro included to 

address ‘facility risk’ and the associated risk premiums. 

37.4 Please identify any costs to which BC Hydro has not attached a 20% risk premium. 

37.5 Please provide the impact of a 40% risk premium and a 60% risk premium. 

37.6 Please confirm that the 80 years of life for Waneta at the time at which BC Hydro takes 

control of the interest is included in the estimated ‘then 100-year life’ of the asset beyond 

which BC Hydro cannot provide certainty.   

37.6.1 If not confirmed, does the ‘then 100-year life of the asset’ begin when BC Hydro 

takes control of the 2/3
rds

 interest under the Transaction?  

37.6.2 Does the point at which BC Hydro cannot provide certainty occur at the end of 

the 40-year Economic Planning Life or the end of the 20-year lease life? 

37.7 If BC Hydro cannot provide estimates with uncertainty ranges then is it possible that 

issues past this point may prove to be more costly than BC Hydro anticipated when 

making the acquisition and end up causing an overall negative value to the acquisition. 

 

38. Reference:  Exhibit B-1, Appendix N, page 35 of 90 

 
38.1 How long would a standard due diligence exploration of the asset condition normally 

take?   
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38.2 How long did the constrained due diligence exploration of the asset condition take? 

38.3 Please discuss the areas of the standard due diligence that were not conducted due to the 

time constraints.  

38.4 Please confirm that there are no options for BC Hydro to modify the terms of the 

agreement based on the condition of the asset. 

38.4.1 If not confirmed, please identify the areas of the agreement in which BC Hydro 

could alter the terms based on the condition of the asset. 

38.4.2 If BC Hydro had entered into negotiations with Teck during the initial auction, 

would BC Hydro have been constrained in its ability to conduct its due diligence?  

Please explain.  

38.5 Is BC Hydro continuing due diligence during the regulatory process? 

38.5.1 If not, why not? 

38.5.2 If yes, to the extent that any due diligence is continuing, please provide an update 

of any costs that BC Hydro has become aware of. 

38.5.3 Please confirm that BC Hydro will update the application if any new costs 

associated with due diligence arise before the Commission’s determination in this 

matter. 

38.6 When did BC Hydro stop due diligence assessment? 

38.6.1 Please estimate a range of potential impacts in regard to issues for when due 

diligence has not yet been completed. 

  

39. Reference:  Exhibit B-1, Appendix N, page 35 of 90 

 

 
39.1 Was the environmental risk assessment updated for the purchase of the 2/3

rds
 interest?  

39.1.1 If not, please explain why not.  

39.1.2 Please provide quantification of the Environmental Risk. 
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40. Reference:  Exhibit B-1, Appendix N, page 35 of 90 

 
 

40.1 Please provide quantification of the regulatory risk. 

40.2 At what level of BC Hydro surplus would the transaction not be in the interests of BC 

Hydro ratepayers? Please explain. 

 

41. Exhibit B-1, Appendix N page 37 of 90 

 
41.1 Please elaborate on the potential for the existing agreements to change based on the 

change in ownership. 

41.2 Please quantify the risk to existing agreements for BC Hydro.  

 

42. Reference:  Exhibit B-1, page 37 of 90 

 
42.1 Please elaborate on why the financial risk to BC Hydro needs to be redacted, and the 

potential harm that could arise and what the confidentiality is needed for. 

42.2 Should the public have the ability to understand the financial risks of billion dollar 

acquisitions?  Please explain.  
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43. Reference:  Exhibit B-1, Appendix N, page 38 of 90 

 
43.1 Is it Fortis’s option to extend the 3803 PPA past 2033, or does this require BC Hydro’s 

acceptance?  Please explain.  

43.2 Please explain how BC Hydro being asked to serve Teck loads would relate to BC 

Hydro’s self-generation policies. 
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44. Reference:  Exhibit B-1, Appendix N page 44 of 90 

 
44.1 Please explain the reason for the redaction of the Cumulative Ratepayer Impact Analysis. 

44.2 Why should the Commission not be dealing with ratepayer impact openly and 

transparently?  

44.3 Please explain the difference between Figure 6 ratepayer impacts and Figure 7 ratepayer 

impacts in regard to why one requires redaction and the other does not. 
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45. Reference:  Exhibit B-1, Appendix N, page 45 of 90 

 
45.1 Please add the impact of the Extrapolated Market Prices to the 10-year default and the 

lease extension scenarios to the above Figure 7. 

45.2 Please provide the value of a 1% rate change for each year from fiscal 2019 to fiscal 2059 

and the assumed revenue requirement values for each year. 

45.3 Has BC Hydro calculated the present value of the difference between these rate impacts 

and zero rate impacts?  If so, please provide. 

 




