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1 Introduction 1 

1.1 BC Hydro’s Proposals Will Provide for Fair And Efficient 2 

Review of Capital Expenditures  3 

Over the past decade, British Columbia Hydro and Power Authority (BC Hydro) has 4 

invested billions of dollars to provide reliable, affordable, clean electricity throughout 5 

B.C., safely. BC Hydro’s electricity system was largely built in the 1960s, 1970s and 6 

1980s, and B.C.’s population and economy continue to grow. BC Hydro expects to 7 

invest over $2 billion annually over the next 10 years to upgrade and maintain aging 8 

assets and build new infrastructure so that our customers continue to receive 9 

reliable and clean electricity. To ensure economic and social benefits for ratepayers, 10 

BC Hydro manages our capital portfolio with an emphasis on cost-consciousness, 11 

respect for the environment and communities in which we work, and strengthening 12 

our relationships with First Nations communities. The size and extent of BC Hydro’s 13 

capital investments underscores the importance of efficient and effective British 14 

Columbia Utilities Commission (BCUC or Commission) review processes and 15 

oversight.  16 

The Commission currently oversees BC Hydro’s capital spending through a variety 17 

of means, and in a manner consistent with BC Hydro’s 2010 Capital Project Filing 18 

Guidelines (2010 Guidelines). The Commission reviews the majority of BC Hydro’s 19 

capital expenditures and additions in revenue requirements proceedings. BC Hydro 20 

must obtain a separate Certificate of Public Convenience and Necessity (CPCN) for 21 

significant system extensions. BC Hydro seeks acceptance of capital expenditure 22 

schedules under section 44.2 of the Utilities Commission Act (UCA) for many other 23 

large investments. BC Hydro submits a variety of compliance filings on a regular 24 

basis that include information on capital investments, including periodic reporting 25 
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typically required by the order granting a CPCN or accepting capital expenditures 1 

pursuant to section 44.2 of the UCA.  2 

The Commission, at the suggestion of BC Hydro, established this process to 3 

examine how the Commission reviews BC Hydro’s capital expenditures and 4 

projects. The Commission has indicated that a “possible outcome of this proceeding 5 

is Commission-approved BC Hydro Capital Filing Guidelines.”1 In this Filing, 6 

BC Hydro makes the case for a set of guidelines reflective of BC Hydro’s capital 7 

investment and planning processes, and expands the scope of the 2010 Guidelines 8 

to also reflect the review of capital spending through revenue requirements 9 

applications and compliance reporting. The Proposed Guidelines included in 10 

Appendix B to this proposal will provide for the continued fair and efficient 11 

Commission review of BC Hydro’s capital expenditures going forward.  12 

BC Hydro looks forward to reviewing its Proposed Guidelines with the Commission 13 

and interveners in the course of this proceeding.  14 

1.2 Organization of Filing and Concordance With Scoping Order 15 

Commission Order No. G-63-16 included Appendix B Proposed Scope of the Issues 16 

and Timing. The Commission reaffirmed the scope of the issues in 17 

Order No. G-174-16.2 This Application addresses all of the issues identified by the 18 

Commission. BC Hydro includes as Appendix A to this proposal a Table of 19 

Concordance, which identifies where in this proposal the Commission’s issues have 20 

been addressed.  21 

                                            
1  Order No. G-63-16, Appendix B, Proposed Scope of the Issues and Timing. 
2  The Commission stated at page 2 of its Decision: “The scope of the Review of the Regulatory Oversight of 

Capital Expenditures and Projects proceeding remains as outlined in Appendix B to Order No. G-63-16, 
subject to review at the next procedural conference.” 
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An outline of the chapters and attachments to the Application is provided in the table 1 

below. 2 

Section 2 Includes background information on the nature of BC Hydro’s capital 
investments. The size of BC Hydro’s capital portfolio, and the importance of 
proceeding with needed investments in a timely manner, underscores the 
need for efficient regulatory oversight.  

Section 3 Discusses the applicable legal and regulatory framework and highlights the 
ways in which the Commission currently oversees BC Hydro’s capital 
expenditures. 

Section 4 Addresses when and how the Commission should review BC Hydro’s capital 
spending in revenue requirements proceedings. BC Hydro explains why 
revenue requirements proceedings should remain a key avenue for 
overseeing significant portions of BC Hydro’s capital spending.  

Section 5 Addresses when a CPCN should be required for extensions, and when the 
Commission should review major projects in advance. BC Hydro’s proposal is 
for the largest projects to be reviewed separately, with the majority of the 
capital portfolio still being considered in the context of revenue requirements 
proceedings. 

Section 6 Provides clarity on programs and addresses the appropriate mechanism for 
the Commission’s review of programs. 

Section 7 Defines a regulatory practice for the review of projects that are linked to 
strategies, plans, and studies. 

Section 8 Addresses updates to the annual report and proposed changes to 
project-specific compliance filings. 

Section 9 Covers other matters related to the form and content of revenue 
requirements, CPCN, and related section 44.2 filings. 

Appendix A Table of Concordance 
Appendix B Proposed Capital Filing Guidelines 
Appendix C 2010 Capital Project Filing Guidelines 
Appendix D Revised Capital Project Information Template – “Appendix J” 
Appendix E Strategies, Studies and Plans Template 
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1.3 Regulatory Process 1 

The timetable below aligns with the amended Regulatory Timetable included as 2 

Appendix A to Order No. G-59-18. Consistent with the approved timetable, 3 

BC Hydro will reserve comment on further process until after the filing of the revised 4 

proposal. 5 

Table 1-1 Proposed Regulatory Schedule 6 

REGULATORY TIMETABLE ACTION (PER ORDER 
NO. G-59-18) 

DATE 

BC Hydro files “Strawman” proposal  April 3, 2018 

Commission and Intervener written technical or clarifying 
questions to BC Hydro regarding the “Strawman” Proposal  

April 24, 2018 

Transcribed workshop including responses to written technical 
or clarifying questions  

May 23, 2018 

BC Hydro files revised proposal  June 13, 2018 
Procedural conference regarding further process  To be determined 

1.4 Communications 7 

Fred James 
Chief Regulatory Officer 

 
BC Hydro 
1600-333 Dunsmuir Street Vancouver, BC 
V6B 5R3 
 
Telephone: 604-623-4317 
Fax: 604-623-4407 

 

Email: bchydroregulatorygroup@bchydro.com 

 

Christopher Bystrom Legal 
Counsel 

 
Fasken Martineau 
2900-550 Burrard Street 
Vancouver, BC V6C 0A3 
 
Telephone: 604-631-4715 
Fax: 604-631-3232 

 

Email: cbystrom@fasken.com 

 

Matthew Ghikas Legal 
Counsel 

 
Fasken Martineau 
2900-550 Burrard Street 
Vancouver, BC V6C 0A3 
 
Telephone: 604-631-3191 
Fax: 604-631-3232 

 

Email: mghikas@fasken.com 
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2 The Nature of BC Hydro’s Capital Expenditures  1 

BC Hydro plans to make significant capital investments over the next decade and 2 

beyond. These investments are required to meet customer’s needs, upgrade and 3 

maintain aging assets, ensure reliable operation, and address safety risks. Such 4 

investments enable our ability to meet demand for energy and capacity, as well as 5 

sustain or replace aging assets to maintain or improve overall system reliability and 6 

the safety of the system for workers and the public. 7 

2.1 BC Hydro is Planning Significant Capital Investment in the 8 

Next Ten Years 9 

The information presented in the table below is taken from BC Hydro’s Ten-Year 10 

Capital Forecast that was included in BC Hydro’s Fiscal 2017 - Fiscal 2019 Revenue 11 

Requirements Application (Fiscal 2017 – Fiscal 2019 RRA). It summarizes 12 

BC Hydro’s planned capital expenditures over the next decade.  13 

Figure 2-1 Consolidated Capital Expenditures by 14 
Asset Group ($ million) 15 

 

2.2 Business Objectives Driving the Level of Capital Expenditure 16 

There are a variety of needs driving the level of capital investments, but they can be 17 

broadly grouped into sustaining existing assets and addressing system growth.  18 
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2.2.1 Sustaining Existing System Assets 1 

Sustaining investments address reliability, end of life, safety and security, and 2 

regulatory and environmental issues associated with existing assets. BC Hydro’s 3 

generating, transmission, and distribution assets are aging and continue to 4 

experience prolonged use at or near their peak capacity. A large portion of the 5 

system was built over 50 years ago, and an increasing number of assets are 6 

reaching end of life. As a result, sustaining capital investments are expected to 7 

increase over time. 8 

2.2.1.1 Asset Condition and End of Life 9 

The physical condition of BC Hydro’s major generation assets, along with the 10 

performance, maintenance and repair cost history, and criticality of equipment and 11 

facilities are significant drivers for planning and prioritizing refurbishment or 12 

replacement. A significant proportion of the risks facing BC Hydro’s major generation 13 

assets can be attributed to their age.  14 

BC Hydro uses equipment health assessments to assess reliability risk associated 15 

with transmission and distribution capital equipment. BC Hydro evaluates the 16 

condition of these assets on an ongoing basis, which informs the reliability risk 17 

associated with those assets. 18 

All actual and potential deficiencies in dam performance are characterized in terms 19 

of risk, prioritized and monitored until resolved through the Dam Safety Management 20 

System. 21 

2.2.1.2 Managing Asset Safety 22 

As a utility that operates in a high hazard industry, safety is a core value for BC 23 

Hydro. We are committed to ensuring our workforce goes home safely every day, 24 

and that the public is safe around our system. Achieving a good safety record 25 

requires assets that do not introduce undue safety risk to our employees, contractors 26 

and the public. Safety risks may prevent maintenance activities from being carried 27 
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out and may even require the removal of the asset from service until the risk is 1 

mitigated. Investments are needed to mitigate the safety risks associated with aging 2 

assets, or remedy situations not related to aging assets that could escalate into 3 

serious safety hazards for employees, contractors and the public. 4 

2.2.1.3 Managing Dam Safety 5 

Capital investments are required to manage the safety of physical features and 6 

structures that retain the reservoirs and control the passage of flows through, 7 

around, and beyond the dams that are operated by BC Hydro to protect both the 8 

public and BC Hydro workers. 9 

2.2.2 Addressing System Growth 10 

Growth investments meet anticipated customer demand and increase supply-side 11 

efficiency. BC Hydro expects to experience load growth over the next 20 years, and 12 

significant new investments are required to meet load growth and provide service 13 

safely and reliably. The growth in load is driving generation investments as well as 14 

the reinforcement of the regional and bulk transmission systems across the 15 

province. All planned investments are aligned with the recommendations of the 16 

Integrated Resource Plan.  17 

2.3 Capital Investments by Type 18 

The sections below provide an overview of the types of capital work BC Hydro 19 

implements. The description below divides BC Hydro’s Business Units into two 20 

categories: a) Power System Investments and b) Other Capital Investments.  21 

2.3.1 Power System Investments  22 

This category represents capital investments in BC Hydro’s power system. It 23 

includes the growth and sustaining work required to effectively generate, transmit, 24 

and distribute electricity to BC Hydro’s residential, commercial, and industrial 25 

customers. 26 
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2.3.1.1 Generation 1 

Generation assets include 82 generating units at BC Hydro’s 30 hydroelectric 2 

generating facilities, 79 dams, three gas-fired generating units at BC Hydro’s 3 

two thermal generating stations, and four synchronous condenser units at 4 

BC Hydro’s one dedicated synchronous condenser station. In addition, Generation 5 

works with Dam Safety to assist in aligning investments in the safety of physical 6 

features and structures that retain the reservoirs and control passage of flows 7 

through, around and beyond dams that are operated by BC Hydro. 8 

Generation manages and maximizes the lifecycle value of Generation Assets by: 9 

 Maintaining Assets so that they perform safely and reliably throughout their 10 

operating lives; 11 

 Investing in Assets to extend their operating lives, enhance capability, manage 12 

risk, and increase efficiency and cost effectiveness; 13 

 Managing public and worker safety risks associated with facilities, especially 14 

around reservoirs and dams; and 15 

 Demonstrating high standards of financial responsibility, integrity and efficiency. 16 

Planning processes are in place to support these objectives and also so that the 17 

proposed portfolio of investments effectively manages risk and customer needs, 18 

within financial and human resource constraints. 19 

Many of the equipment condition risks in Generation’s facilities can only be mitigated 20 

or resolved through capital investments. There are also other risks identified in the 21 

Generation fleet that are recommended for resolution through capital investment, 22 

where increased maintenance or other risk mitigation strategies may also be 23 

possible but are less economical over the long term. 24 

Generation capital expenditures mostly comprise of projects in these categories: 25 
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 Sustaining investments mitigate or resolve key risks identified with existing 1 

assets. This includes projects to extend the life of an asset, replace equipment 2 

at generating facilities, and replace or upgrade facility infrastructure (e.g., 3 

cranes and hoists; fire protection systems; ground grids; heating, ventilating, 4 

and air condition systems; security; and roofs and remote site accommodation) 5 

as well as projects to address safety, environmental and/or regulatory issues 6 

and risks. 7 

 Redevelopment/rehabilitation investments redevelop facilities or significant 8 

elements of facilities that are at end of life. Some of the older facilities are 9 

approaching end of life and have a large number of different risks that need to 10 

be mitigated simultaneously. These may include condition issues and risks with 11 

major generating equipment, auxiliary systems, buildings, water passages and 12 

large civil assets. It is often beneficial to take a coordinated approach to 13 

rehabilitation or redevelopment for improved efficiency in project management 14 

and project delivery, reduced project costs, and shorter outages.  15 

 Growth projects undertaken to enhance capability or increase the efficiency of 16 

existing facilities.  17 

2.3.1.2 Dam Safety 18 

Dam Safety projects improve the safe storage and passage of water under all 19 

operating conditions, which includes the ability to pass major floods and the ability to 20 

withstand and function after a major seismic event without any harmful release of 21 

water. Dam Safety projects reduce the risk from the degradation of the existing civil 22 

structures, increase the operational reliability of equipment, and improve seismic and 23 

flood performance at dams in alignment with the current Canadian guidelines for 24 

major dams. 25 



BC Hydro Initial Proposal 
 

 

 

Review of the Regulatory Oversight 
of Capital Expenditures and Projects 

Compliance with Commission Order No. G-59-18 

Page 10  

2.3.1.3 Transmission & Distribution 1 

The main business issues facing Transmission & Distribution are aging assets, 2 

industrial and commercial load growth in certain regions of the province, and the 3 

need to sustain reliability. Transmission and Distribution assets include 4 

approximately 59,000 kilometers of overhead and underground distribution lines; 5 

18,500 kilometers of overhead transmission lines; 500 kilometers of transmission 6 

subterranean and submarine cables; 306 substations; distribution facilities in 7 

18 areas not connected to the integrated system; an integrated telecommunication 8 

system; and millions of individual transmission and distribution assets like circuit 9 

breakers and wood poles.  10 

The Transmission and Distribution planning process follows a four-step bottom-up 11 

approach.  12 

 The first step of the process is to identify system and asset needs that should 13 

be considered for remediation. This assessment includes regular reviews and 14 

studies of existing assets to identify assets that are: reaching end of life; 15 

represent safety or other risks; are at risk; do not perform adequately; or do not 16 

meet regulatory requirements. 17 

 The second step of the process is to manage the identified needs to ensure 18 

efficient planning and optimized solutions. This step in the process ensures that 19 

multiple needs impacting the same parts of the system within a similar time 20 

frame proceed through the next stages of the planning process as one 21 

integrated bundle. 22 

 The third step of the process is to study the needs in detail, either individually or 23 

in bundles, and identify technically feasible alternatives for the project or 24 

program that would remediate the needs. 25 

 The final step is consolidating the projects and programs in the planning 26 

process into a single transmission and distribution capital investment portfolio, 27 
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together with the projects and programs in the delivery process, for the 1 

preparation of the 10 Year Capital Forecast. This portfolio is then optimized to 2 

maximize risk mitigation given labour and financial constraints.  3 

Transmission & Distribution growth and sustaining investments can be broadly 4 

grouped into three categories: 5 

1. Transmission investments include work on all lines, including underground and 6 

underwater cables, of voltage class 60 kV and above that transmit electrical 7 

energy from a generation facility step up transformer to a switching/ 8 

transmission station and/or a distribution substation; 9 

2. Station investments include work on high and low voltage equipment within 10 

switching/ transmission stations and distribution substations, including 11 

substation step down transformers and all associated distribution voltage 12 

equipment up to, and including, the feeder disconnect switch where the 13 

distribution feeder cable or overhead conductor is connected. Station work also 14 

includes work on associated protection and control equipment including 15 

protective relays, local and remote control equipment and panels, and 16 

associated telecommunications equipment; and 17 

3. Distribution investment includes work on the distribution feeder cable and the 18 

distribution overhead conductor within the substation that connect the feeder 19 

disconnect switch to assets outside the substation, and all assets outside of the 20 

substation operated at less than 60 kV. 21 

In addition to the categories above, Transmission and Distribution plans and 22 

manages investments in non-integrated areas to sustain existing assets. 23 

Non-integrated areas consist of eighteen small communities that are not connected 24 

to the integrated system. Transmission and Distribution also plans and manages 25 

investments in BC Hydro’s microwave and VHF telecommunication sites, and fibre 26 

optic facilities located throughout the province.  27 
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2.3.2 Properties 1 

Properties assets include close to 100 office and field facilities across the province. 2 

Investment in Properties is required to maintain safe, efficient, and effective 3 

operation of BC Hydro’s building assets, to limit costly and disruptive failures, and to 4 

achieve the organization's objectives.  5 

The investments in the Properties portfolio are driven by the need to address the 6 

issues and risks associated with the existing physical assets and infrastructure. 7 

Properties Capital Planning focuses on assessing the health of existing assets and 8 

determining operational requirements that cannot be met by the existing asset 9 

portfolio, to establish an effective long term capital plan.  10 

Properties capital investments fall into two general categories: 11 

1. Building Development investments for major refurbishment and new 12 

construction in areas where BC Hydro’s existing facilities are inadequate; and 13 

2. Building Improvement investments for work at existing facilities to address 14 

operational deficiencies and end-of-life replacements of aging components.  15 

2.3.3 Information Technology 16 

The Information Technology capital investments are designed to support BC Hydro’s 17 

operational and compliance requirements  and to drive greater efficiency and 18 

effectiveness. This is done by improving communications, automation of specific 19 

activities or processes, and decision support. The Information Technology group 20 

manages about $500 million in information technology assets including $360 million 21 

in software and $110 million in hardware.  22 

The Information Technology Capital Planning process utilizes a portfolio 23 

management approach in developing its capital investment plan. It follows a four-24 

step planning process. 25 
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 Proposed investments are captured through ongoing discussions with business 1 

groups, stakeholders and IT business advisors; active investments are tracked 2 

through the various phases of execution; and completed investments are 3 

maintained in the portfolio for reporting purposes. 4 

 Once the new and existing Capital Portfolio entries have been fully captured 5 

and detailed, a candidate plan is developed. The consolidated portfolio of 6 

proposed and active investments typically exceeds available financial and 7 

labour resources in each year. As a result, a process of ranking and selecting a 8 

subset of the portfolio is initiated.  9 

 The candidate plan then undergoes a series of reviews to allow dialogue 10 

among Planning team members and affected BC Hydro business stakeholders. 11 

The reviews consider factors such as portfolio value, risk, and balance. 12 

 A final review of the proposed technology capital investment plan is undertaken 13 

by both the Information Technology leadership team and BC Hydro’s executive 14 

team, as part of the overall oversight of the Technology capital investment plan. 15 

Information Technology capital investments can be grouped into: 16 

1. Business-driven expenditures related to information systems for supply chain, 17 

customer support, work management, asset management, the integration of 18 

systems and devices, and specialized business applications; and  19 

2. Foundational expenditures, which include the implementation and sustainment 20 

of software platforms and applications, information technology infrastructure 21 

and telecommunications, cyber security, analytics and mobility support.  22 
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2.3.4 Vehicle Fleet and Equipment 1 

BC Hydro’s vehicle fleet and equipment includes close to 3,200 vehicles, trailers, 2 

forklifts, and other equipment assets used by field crews and staff across the 3 

province to meet operational, reliability, and safety targets. Investments in fleet 4 

assets are made to sustain reliable operations, minimize total asset lifecycle costs, 5 

ensure fitness of given assets for evolving work purposes, and limit safety and 6 

operational risks by meeting safety and other regulatory requirements.  7 

Fleet capital investments are of two major types: 8 

1. Timely replacement of older vehicles to reduce financial risks, control lifecycle 9 

costs and address age-related mechanical, safety and reliability issues. These 10 

sustaining investments are optimized to manage increasing maintenance costs 11 

as assets age (including higher likelihood of costly unplanned maintenance 12 

events). On average, approximately 10 per cent of all vehicles in the fleet are 13 

replaced annually; and 14 

2. Upgrading and addition of required fleet assets to improve operational 15 

productivity, flexibility, and safety. This represents a small portion of the capital 16 

investment in the fleet and includes value-based vehicle purchases via the 17 

upgrading or the addition of new vehicles due to changing business needs and 18 

work method changes 19 

2.3.5 Other Capital Investments 20 

Other Capital Investments includes capital expenditures related to Materials 21 

Management upgrades, Field Operations tools and equipment, Control Centre 22 

systems upgrades, and workforce training equipment. The total annual capital 23 

expenditures driven by these different areas are generally less than $5 million. 24 
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3 Oversight & Performance of BC Hydro’s Capital 1 

Investments 2 

3.1 Commission Oversight of BC Hydro’s Capital Investments 3 

The UCA provides the Commission with a number of mechanisms to oversee 4 

BC Hydro’s capital investments. The key mechanisms available to the Commission 5 

are: (i) requiring BC Hydro to obtain a CPCN for extensions; (ii) reviewing 6 

BC Hydro’s applications for acceptance of capital expenditure schedules under 7 

section 44.2 of the Act; (iii) revenue requirements proceedings; and, (iv) Compliance 8 

filings, including BC Hydro’s Annual Report to the Commission. Each of these 9 

mechanisms is outlined below. 10 

3.1.1 BC Hydro Files CPCN Applications and Section 44.2 Applications 11 

Consistent with 2010 Guidelines 12 

Under section 45 of the UCA, public utilities generally require a CPCN to construct 13 

and operate a public utility system. However, the Act also establishes that BC Hydro 14 

has a deemed CPCN for its existing system, and extensions to the system, because 15 

it was operating the utility system on September 11, 1980. Pursuant to section 45(5) 16 

of the UCA, the Commission may, however, require a CPCN for an extension. 17 

Where a separate CPCN is required, BC Hydro is not able to start construction in 18 

advance of the Commission granting a CPCN. In the event that the CPCN is not 19 

granted, BC Hydro is unable to construct the project. 20 

Utilities such as BC Hydro may also file for acceptance of capital expenditures under 21 

section 44.2 of the UCA. Section 44.2 applications are voluntary, i.e., the 22 

Commission cannot direct a utility to file an application under section 44.2. 23 

The 2010 Guidelines establish criteria for determining when BC Hydro files a CPCN 24 

application, and when it files a section 44.2 application for acceptance of a capital 25 

expenditure schedule. The 2010 Guidelines (i) establish expenditure thresholds, (ii) 26 

elaborate on the type of projects that could be characterized as an extension to the 27 
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existing BC Hydro system, and (iii) describe BC Hydro’s commitment to file 1 

section 44.2 applications. 2 

3.1.2 Revenue Requirements Applications Address Capital Expenditures 3 

and Additions 4 

In revenue requirements applications, the Commission can review capital 5 

expenditures and additions during a particular test period (the period for which the 6 

Commission will be setting rates). Depreciation expense, property and other taxes, 7 

and financing costs associated with assets already in service and planned capital 8 

additions during the test period impact BC Hydro’s revenue requirements, and are 9 

thus a consideration in the determination of rates. 10 

In circumstances where the Commission has issued a CPCN or accepted an 11 

expenditure schedule, the question of whether the project is required has been 12 

established and does not arise again in later revenue requirements proceedings. 13 

However, the revenue requirements application still provides a venue for the 14 

Commission to assess whether a capital project carried out pursuant to an 15 

expenditure schedule or CPCN has been, or is being, executed prudently.  16 

In its Fiscal 2017 - Fiscal 2019 RRA, BC Hydro filed a large amount of evidence on 17 

its actual and forecast capital expenditures and additions. The evidence included:  18 

 A chapter of BC Hydro’s Application (Chapter 6) that described BC Hydro’s 19 

capital investment planning process, capital project and program delivery, and 20 

planned capital expenditures and additions for the test period;  21 

 Various appendices to the Application providing detailed information on 22 

BC Hydro’s planned capital investments and specific projects and programs, as 23 

well as information on actual to plan capital expenditures and additions for 24 

fiscal 2015 to fiscal 2016; and  25 

 Responses to approximately 575 information requests on capital investments.  26 
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BC Hydro anticipates taking a similar approach in our evidence in the next revenue 1 

requirements application to the approach taken in the Fiscal 2017 - Fiscal 2019 RRA 2 

process.  3 

3.1.3 BC Hydro Does Extensive Compliance Reporting 4 

Compliance reporting is another mechanism available to the Commission to oversee 5 

BC Hydro’s capital investments. BC Hydro undertakes compliance reporting and 6 

files information on a regular basis to assist in the review of BC Hydro’s capital 7 

expenditures and projects. Reporting includes BC Hydro’s Annual Report and 8 

project-specific compliance reports filed on a schedule determined by the applicable 9 

Commission order. 10 

BC Hydro files an Annual Report with the Commission that has included the 11 

following information on capital expenditures and projects:  12 

(a) a summary of capital expenditures by capital category;  13 

(b) a listing of the planned expenditures in the current fiscal year for projects over 14 

the materiality limit ($2 million for Information Technology projects, $5 million for 15 

all other capital projects);  16 

(c) an indication of which projects are considered extensions, pursuant to 17 

section 45(6) of the UCA for all projects over the materiality limit; and  18 

(d) a listing of projects over the major project thresholds and the anticipated type of 19 

regulatory filings.  20 

BC Hydro also files with the Commission project-specific compliance reports during 21 

the project’s Implementation Phase and at the conclusion of the project. 22 

 Periodic project-specific progress reports for all projects that have been granted 23 

a CPCN from the Commission or where the Commission has accepted the 24 

project’s capital expenditure schedule. The project-specific compliance reports 25 

are submitted on a schedule as directed by the Commission in the applicable 26 
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order. The progress reports keep the Commission informed on the progress of 1 

project activities and any impact to costs and schedule. The Commission is also 2 

notified of any potential or outstanding issues, and when and how those issues 3 

are resolved; and 4 

 At a specified period after the project’s close, at substantial completion of the 5 

project, or a milestone specified by the Commission’s Order, BC Hydro is 6 

normally directed to file with the Commission a final project report. The final 7 

project report provides the final update on the project, a reconciliation of final 8 

costs and schedule changes, and the realized project impacts and benefits.  9 

3.2 BC Hydro Capital Investment Oversight Structure & Portfolio 10 

Performance  11 

3.2.1 BC Hydro Governance & Oversight Structure 12 

BC Hydro’s governance structures provide oversight over its capital planning and 13 

delivery processes. The governance over BC Hydro’s capital investment involves the 14 

Board of Directors, the Executive Team, business unit leadership teams, and 15 

portfolio managers.  16 

 The Board of Directors issues two types of approvals for capital projects whose 17 

costs are expected to be greater than $50 million ($20 million for Information 18 

Technology projects). The first approval is of the Preferred Alternative and is 19 

sought before the project can proceed to Definition Phase. The second 20 

approval is of the project itself, including forecast cost, and is sought before the 21 

project can proceed to Implementation Phase. 22 

 The Capital Projects Committee is a sub-committee of the Board of Directors. It 23 

provides strategic and policy level advice and direction on the long-term capital 24 

plans and capital projects. This sub-committee reviews and recommends for 25 

the full Board of Directors approval any changes in total authorized cost (a cost 26 
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estimate that includes the expected cost and the management reserves) for 1 

Board-approved projects. 2 

 The Capital Delivery Management Committee includes members of the 3 

executive team and senior managers across the organization. It provides 4 

advice and direction: on the planning and delivery of BC Hydro's capital 5 

investments; BC Hydro’s adherence to its regulatory requirements, standards, 6 

and long-term strategies; and the capital planning processes and re-alignment 7 

of priorities as needed. 8 

 The Capital Delivery Management Committee Working Team is composed of 9 

managers and directors responsible for managing assets, managing resources, 10 

and implementing capital projects. It provides feedback and recommendations 11 

to the Capital Delivery Management Committee to enable them to make 12 

informed decisions as part of the portfolio management process.  13 

 Project Management Meetings are held bi-weekly and perform as 'gates' to 14 

review and determine if a Generation, Transmission or Distribution project is 15 

ready to progress to the next stage of its lifecycle based on a review of the 16 

project's estimated cost, scope, alternatives, and implementation plans. 17 

 Project Accountability Meetings provide additional oversight to Generation, 18 

Transmission or Distribution projects with forecast capital costs greater than 19 

$50 million, and for projects under $50 million where there is the risk of 20 

significant delays or cost increases. 21 

3.2.1.1 Information Technology Portfolio Governance 22 

Governance over the Information Technology portfolio and the Five-Year Strategic 23 

Plan is provided through the Executive Team as described below. 24 

 The Executive Team annually reviews the Information Technology Capital Plan 25 

and Five-Year Strategic Plan. 26 
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 Each Information Technology project with a forecast cost over $6 million3 will be 1 

approved by the Executive Team to progress to the next stage of its lifecycle. 2 

 The Executive Team performs regular reviews on the progress of the 3 

Information Technology groups’ capital portfolio. 4 

3.2.2 Capital Investments Portfolio Performance 5 

BC Hydro sets targets for, monitors, and tracks its performance to ensure it is 6 

prudently managing its capital expenditures. 7 

BC Hydro uses the Project Budget to Actual Cost performance measure to evaluate 8 

its financial performance for capital projects delivery. The measure captures a 9 

five-year rolling data set of actual costs compared to originally approved full scope 10 

implementation budgets, excluding project reserve funds, for capital projects that 11 

were put into service during the period. An under or over percentage is calculated 12 

based on these aggregated totals. The target result is +/- 5 per cent. 13 

The table below includes data on generation, transmission, major distribution, smart 14 

metering and infrastructure, and properties projects over $100,000. The results for 15 

F2016 and F2017 show actual cost was less than project budget.  16 

Table 3-2 Results Fiscal 2016 and Fiscal 2017 17 

Rolling Five-Year Period 2016 
F2012 to F2016 

2017 
F2013 to F2017 

Project Budget to Actual Cost (%) -0.18 -0.94 
Total Capital Cost ($ billion) 6.49 6.36 
Total Number of Projects 563 540 

                                            
3  The selected $6 million is the financial approval limit delegated to the Executive Vice President accountable 

for the information technology group. 
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3.3 Commission Review of Adequacy of BC Hydro’s Planning and 1 

Execution of Projects 2 

The Commission may review the adequacy of BC Hydro’s capital planning and 3 

execution in the context of BC Hydro’s revenue requirements and major project 4 

applications. In these proceedings, a review of capital planning and execution may 5 

assist in determining the reasonableness of BC Hydro’s capital expenditure or 6 

additions forecasts or the prudence of completed projects.  7 

Sections 6.3 and 6.4 of BC Hydro’s Fiscal 2017 – Fiscal 2019 RRA described 8 

BC Hydro’s capital investment planning process, and capital project and program 9 

delivery, respectively. Although the running of the utility is exclusively the 10 

responsibility of BC Hydro’s management, this evidence was filed in support of 11 

BC Hydro’s forecast capital expenditures and additions over the test period. In the 12 

Commission’s Decision on March 1, 2018, the Panel recommended that the issue of 13 

the adequacy of BC Hydro’s planning and execution related to large capital projects 14 

be explored in this proceeding. 15 

In accordance with the approved scope of this proceeding, BC Hydro has focussed 16 

this filing on the regulatory processes by which the Commission oversees 17 

BC Hydro’s capital expenditures, with the goal of having updated Capital Filing 18 

Guidelines approved by the Commission. In this context, BC Hydro’s view is that the 19 

adequacy of BC Hydro’s planning and execution related to large capital projects is 20 

properly the subject of review in its revenue requirements applications or major 21 

project applications, where it could inform the Commission’s determinations on the 22 

reasonableness of BC Hydro’s capital expenditure or additions forecasts or the 23 

prudence of completed projects. 24 

There have been changes to BC Hydro’s capital planning and delivery processes 25 

since the filing of its Fiscal 2017 – Fiscal 2019 RRA in July 2016. Since then, under 26 

new leadership, BC Hydro has made significant changes to our organizational 27 

structure to ensure continued efficient, coordinated practices across the company. 28 
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One of those changes involves bringing together a number of different groups 1 

focused on asset management and long-term planning into a single Integrated 2 

Planning group. BC Hydro is also currently integrating our capital planning, delivery, 3 

and operations for greater efficiency. BC Hydro will be including a description of our 4 

current planning and delivery processes in the next revenue requirements 5 

application, which we expect to file in February 2019. That proceeding will provide 6 

another opportunity for the Commission and participants to review the adequacy of 7 

BC Hydro’s planning and execution of capital projects. 8 
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4 Appropriate Scope of Review in Revenue 1 

Requirements Applications 2 

This section outlines BC Hydro’s views on the appropriate scope of Commission 3 

review of BC Hydro’s capital spending in a revenue requirements process. BC Hydro 4 

has organized projects into four categories to align with the scoping order. Overall, 5 

BC Hydro proposes that the Commission continue to use the revenue requirements 6 

process to review significant components of BC Hydro’s capital investments. We 7 

believe the approach taken in the Fiscal 2017 – Fiscal 2019 RRA remains 8 

appropriate.  9 

4.1 Projects With a CPCN, Expenditure Schedule or Legislated 10 

Exemption: Assess Project Execution 11 

This category consists of projects with a CPCN granted by the Commission, a 12 

Commission-accepted expenditure schedule, or a legislative exemption. There is a 13 

role for the Commission Panel hearing a revenue requirements application to 14 

consider these projects. BC Hydro’s proposal for this category of projects is, in 15 

effect, to continue with the status quo. 16 

4.1.1 Proposed Guideline 17 

BC Hydro is proposing that the scope of review in revenue requirements 18 

proceedings include consideration of the execution of projects that:  19 

 Have a CPCN, were exempted from the CPCN requirement by legislation, or 20 

were the subject of a Commission-accepted section 44.2 expenditure schedule; 21 

and  22 

 Either have forecast expenditures or additions in the test period, or were 23 

brought into service in the previous test period and are now being depreciated 24 

and were not reviewed in that previous test period.  25 
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Detailed consideration of BC Hydro’s project execution should normally await project 1 

completion when the total cost and outcomes of the project are known. BC Hydro 2 

will include in revenue requirements applications a status update on projects in this 3 

category that are underway, including timing and progress against budget. For 4 

projects that were completed in the previous test period and are now in service, 5 

BC Hydro will include an explanation of any variance between the original 6 

applied-for cost and final project cost. The information that BC Hydro provides 7 

should generally be at the level of detail included in the Fiscal 2017 - Fiscal 8 

2019 RRA. BC Hydro will also provide information on risk and risk treatment and 9 

impact and benefits for projects exceeding the materiality limit in its revenue 10 

requirements application as shown in the template in Appendix D to this proposal. 11 

4.1.2 Rationale for Proposed Guideline 12 

The Commission’s issuance of a CPCN and acceptance of an expenditure schedule 13 

are both premised on a finding that the expenditure or project is in the public 14 

interest. The public interest assessment of CPCN applications and section 44.2 15 

applications involves consideration of project need, alternatives, and cost, among 16 

other things. A determination that the project is in the public interest demonstrates 17 

that there is a need for the project, and the issuance of a CPCN authorizes 18 

BC Hydro to proceed. The question of need should not be reviewed again in a 19 

subsequent revenue requirements application. A legislated exemption prohibits the 20 

Commission from assessing public interest, so the same consideration applies.  21 

Project execution, on the other hand, is a matter within the purview of a revenue 22 

requirements application. BC Hydro anticipates that the Commission will review the 23 

forecast expenditures or capital additions in the test period in the context of the initial 24 

forecast approved for the project. A review of the prudency of capital expenditures 25 

should generally occur only after the project is complete and in service when final 26 

project costs are known. 27 
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4.2 Projects Underway Without Prior Commission Approval or 1 

Legislative Exemption: Commission Can Assess Need, 2 

Alternatives and Implementation 3 

This category consists of projects that did not require a CPCN, were not the subject 4 

of previous section 44.2 applications, and are underway. A significant portion of 5 

BC Hydro’s capital expenditures at any given time would fall within this category. 6 

BC Hydro’s proposal is to continue with what already occurs today. 7 

4.2.1 Proposed Guideline 8 

BC Hydro is proposing the scope of a revenue requirements proceeding will 9 

generally include reviewing capital projects under development that neither meet the 10 

requirements for a CPCN application, nor have been the subject of a section 44.2 11 

application. The review may include an assessment of need, alternatives, and cost, 12 

but any consideration of project execution will normally await project completion. 13 

BC Hydro will include in revenue requirements applications information on all such 14 

projects that meet the appropriate threshold. The information that BC Hydro provides 15 

should generally be at the level of detail included in the Fiscal 2017 - Fiscal 16 

2019 RRA. 17 

4.2.2 Rationale for Proposed Guideline 18 

Since the project need, alternatives, and justification have not yet been reviewed for 19 

this category of projects, the Commission may inquire into these matters in a 20 

revenue requirements application. While the execution of the project to date could 21 

potentially be reviewable, a review of the prudence of capital expenditures should 22 

generally occur only after the project is in service. As described above, waiting until 23 

the project is complete to perform this review is fair to both BC Hydro and 24 

ratepayers. 25 
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4.3 Future Projects Meeting Criteria for CPCN or Section 44.2 1 

Proceeding: Avoid Redundant Reviews in Revenue 2 

Requirements Proceeding 3 

This category consists of projects that are not yet underway and meet the 4 

requirements for a CPCN or section 44.2 application. BC Hydro’s proposal is to 5 

review the project need, alternatives, and forecast costs in the context of a CPCN or 6 

section 44.2 application, not in a revenue requirements application. This is what 7 

occurs today.  8 

4.3.1 Proposed Guideline 9 

BC Hydro is proposing the scope of review in a revenue requirements proceeding of 10 

future projects that will be subject to a future CPCN or section 44.2 application (i) 11 

exclude future projects which are not expected to enter service in the test period or 12 

impact the test period revenue requirements, and (ii) include only limited 13 

consideration of such projects expected to enter service in the test period and 14 

impact the test period revenue requirements. 15 

Some projects that will be subject to a future CPCN or section 44.2 application may 16 

be expected to enter service in the test period and impact the test period revenue 17 

requirements. In these cases, the Commission may wish to examine the 18 

reasonableness of the forecast with respect to the timing of the project. Detailed 19 

assessment of need, alternatives and costs, however, will normally be left to the 20 

CPCN or section 44.2 expenditure schedule application. 21 

BC Hydro normally includes in revenue requirement applications information on all 22 

such projects exceeding the materiality limit with forecast expenditures or additions 23 

in the test period. The information that BC Hydro provides should generally be at the 24 

level of detail included in the Fiscal 2017 - Fiscal 2019 RRA. BC Hydro will also 25 

provide additional information on risk and risk treatment and impact and benefits for 26 

projects exceeding the materiality limit in its revenue requirements application as 27 

shown in the updated template in Appendix D to this proposal.  28 
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4.3.2 Rationale for Proposed Guideline 1 

The Commission Panel hearing a revenue requirements application will be aware of 2 

planned projects that are subject to a CPCN requirement, or in respect of which 3 

BC Hydro has committed to file a section 44.2 application. BC Hydro will identify in a 4 

revenue requirements application any CPCN applications or section 44.2 5 

applications anticipated or currently underway.  6 

The Commission will review project need, alternatives, and justification in the CPCN 7 

or section 44.2 proceeding. It is in the interests of ratepayers, the Commission and 8 

BC Hydro to avoid, to the extent possible, regulatory inefficiency associated with a 9 

redundant review in a revenue requirements proceeding. Addressing these issues in 10 

the CPCN or section 44.2 proceeding also avoids the potential for conflicting or 11 

inconsistent Commission determinations. It is possible to avoid redundancy and the 12 

risk of conflicting decisions altogether if the project is not expected to enter service 13 

during the test period. In that case, the project has no impact on the test period 14 

revenue requirements, since project costs are held in construction work in progress 15 

until the project goes into service and the costs are classified as capital additions for 16 

amortization into rates. 17 

It may not be possible to completely avoid addressing the project in a revenue 18 

requirements proceeding when the project is expected to enter service during the 19 

test period. In that case, the forecast capital additions will affect the revenue 20 

requirements. The Commission may have to make some assessment, possibly 21 

based on more preliminary information, as to whether the project will actually 22 

proceed. BC Hydro’s Capital Additions Regulatory Account captures any variances 23 

between actual and forecast amortization expense resulting from capital additions 24 

associated with project timing or with a project not proceeding.  25 

BC Hydro’s proposal, in effect, is to continue the process already in place for the 26 

recognition of costs related to capital investments. 27 
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4.4 Future Projects that do not Trigger a CPCN or Expenditure 1 

Schedule: Commission Can Assess Need in Revenue 2 

Requirements Proceeding 3 

This category consists of future projects that have not been, and will not be, the 4 

subject of a CPCN or section 44.2 expenditure schedule application. A significant 5 

portion of BC Hydro’s capital spending would fall into this category. The revenue 6 

requirements application should continue to be the primary venue for reviewing 7 

these projects. 8 

4.4.1 Proposed Guideline 9 

BC Hydro is proposing the scope of review in a revenue requirements proceeding 10 

should include consideration of forecast capital expenditures and additions in the 11 

test period, but should exclude future projects for which there are no forecast 12 

expenditures or additions in the test period. 13 

For those projects with forecast expenditures or additions in the test period, the 14 

scope of review may include examination of project need and alternatives, and the 15 

reasonableness of the forecast given the stage of the project and assuming the 16 

project proceeds. BC Hydro will include in revenue requirements applications 17 

information on all such projects exceeding the materiality limit with forecast 18 

expenditures or additions in the test period. The information that BC Hydro provides 19 

should generally be at the level of detail included in the 20 

Fiscal 2017 - Fiscal 2019 RRA. 21 

4.4.2 Rationale for Proposed Guideline 22 

The Commission can review the project need, alternatives and justification, as these 23 

issues would not have been addressed in a separate CPCN or section 44.2 24 

application. BC Hydro’s forecast would be reviewed in the ordinary course. There 25 

would be no actual costs to review, since the projects have not yet commenced. 26 
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In light of the fact that revenue requirements applications are focused on a particular 1 

test period, the Commission should limit its review to projects for which there are 2 

forecast capital expenditures or capital additions in the test period. The Commission 3 

should defer its review of future projects without forecast capital expenditures or 4 

capital additions in the test period to a future revenue requirements application. This 5 

approach has two key benefits. First, it leads to a better quality of review, as projects 6 

tend to be subject to a higher level of definition closer to the commencement of 7 

construction. Second, it avoids multiple reviews of the same projects in successive 8 

revenue requirements applications, which is inefficient.  9 

BC Hydro presents information regarding both forecast capital expenditures and 10 

capital additions in revenue requirements applications, and will continue to do so. 11 

However, BC Hydro believes that the Commission should focus its review only on 12 

capital additions, as only the forecast additions affect BC Hydro’s revenue 13 

requirements in the test period. Forecast capital expenditures are capital spending 14 

associated with work in progress, which do not affect BC Hydro’s revenue 15 

requirements until the projects go into service and the expenditures become capital 16 

additions. Forecast capital expenditures in one test period will become forecast 17 

capital additions in the current or next (subsequent) test periods. Those test periods 18 

are the subject of revenue requirements applications, and the Commission and 19 

interveners will have the opportunity to probe those same projects at that time. 20 

BC Hydro is not proposing a guideline to limit reviews to capital additions but 21 

encourages the Commission and interveners to be cognizant of the potential for 22 

redundant reviews and regulatory inefficiency when considering capital 23 

expenditures. 24 
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5 Guidelines for Major Project Applications 1 

As described in section 3 above, BC Hydro has a deemed CPCN for its system and 2 

all extensions to the system, subject to the Commission requiring a CPCN for an 3 

extension. Currently, the scope, timing, and process for CPCN and expenditure 4 

schedule applications are aligned with BC Hydro’s 2010 Guidelines. BC Hydro is 5 

proposing to continue with this framework, with some adjustments. BC Hydro is 6 

proposing to continue with the meaning of “extension” in the 2010 Guidelines, which 7 

defines the scope of projects potentially subject to a CPCN. Under BC Hydro’s 8 

Proposed Guidelines, the major project thresholds have been re-aligned to be more 9 

consistent with how BC Hydro plans and executes its projects and programs. The 10 

proposed changes will leave the overall number of total projected major project 11 

applications similar to the number projected under the 2010 Guidelines.  12 

5.1 Projects Subject to a CPCN: Meaning of “Extension” 13 

5.1.1 Continue to Apply Plain Meaning of “Extension” 14 

BC Hydro’s proposal is for an “extension” to be interpreted in a manner consistent 15 

with the 2010 Guidelines, which in effect means a capital expenditure that expands 16 

the geographic extent or capacity or capability of a utility plant or system. 17 

5.1.2 Rationale for Proposal on Meaning of “Extension” 18 

The UCA does not define the term “extension”. The plain meaning of the word 19 

“extension” and its use in the UCA suggests that it refers to the expansion of the 20 

geographic extent or capacity of a utility plant or system. This concept of “extension” 21 

was generally endorsed by the Commission in its 2015 Thermal Energy Systems 22 

(TES) Regulatory Framework Guidelines. The TES Guidelines state: “An extension 23 

is a capital addition to the system of a material dollar amount to provide additional 24 

capacity to meet increased demand.”4 This interpretation of the term “extension” is 25 

                                            
4 Order No. G-27-15, dated March 2, 2015. Online: 

http://www.bcuc.com/Documents/Guidelines/2015/DOC_42213_TES-Guidelines.pdf. 

http://www.bcuc.com/Documents/Guidelines/2015/DOC_42213_TES%1eGuidelines.pdf
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consistent with the historical origins of the CPCN requirement of guarding against 1 

harmful competition among utilities in the same geographic area, and to protect the 2 

public from wasteful expenditures from having two utilities serving the same area.    3 

In practical terms, the Commission is able to undertake a public interest review of 4 

any project over the applicable threshold proposed by BC Hydro, irrespective of how 5 

the term “extension” is interpreted. As discussed in the next subsection, BC Hydro is 6 

committed to filing with the Commission an expenditure schedule application for all 7 

non-extension projects over the expenditure threshold. 8 

5.1.3 Expenditure Schedule Applications Facilitate Review of 9 

Non-Extension Projects 10 

BC Hydro is committed to filing expenditure schedule applications for all 11 

non-extension projects that exceed the major project thresholds. BC Hydro will 12 

generally provide the same information requested in the 2015 CPCN Application 13 

Guidelines and the 2010 First Nations Information Filing Guidelines for expenditure 14 

schedule applications. 15 

5.2 Clarity on What Constitutes a Project 16 

5.2.1 Defining Projects 17 

Projects are time-bound, one-time undertakings to buy, replace, maintain, or 18 

rehabilitate a distinct asset, a set of assets, or a group of assets to achieve a 19 

specified set of objectives: 20 

 Projects may involve a distinct asset only, such as a single piece of equipment 21 

or a component (turbine, transformers, runners etc.), or land; 22 

 Projects may involve a set of assets. These projects often involve assets that 23 

are operated together and where there are substantial benefits to bundling 24 

them together. Examples include a turbine and generator, or a transmission line 25 

and related interconnections; and 26 
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 Projects may involve groups of assets. These projects are where design 1 

efficiencies or economies of scale make it more cost effective to manage the 2 

implementation or undertake required activities in one project. Examples 3 

include replacing 500 kV circuit breakers across a number of stations or 4 

facilities or buying cranes of a specific type. 5 

Projects are also structured based on a number of factors including: 6 

 Specific identified needs; 7 

 Optimizing solutions; 8 

 Execution efficiency; 9 

 Timing – when needs have to be meet, to align with planned outages, or to 10 

manage required outages; 11 

 Stakeholders impacted; 12 

 Environmental considerations; 13 

 First Nations impacted; and 14 

 Managing resource constraints. 15 

5.2.2 The Boundary Around Project Scope 16 

The scope of a single project is the work required to meet the project’s objectives 17 

and implement the desired solution. It is determined by a specific set of business 18 

requirements. Additional work that does not meet those particular business 19 

requirements is not considered part of the project. For instance, two sets of work that 20 

are geographically close to each other do not become part of a single project for that 21 

reason alone. Rather, the scope of work that makes up a single project should be 22 

united by the fact the work is required to meet a common need in a similar 23 

timeframe. Projects also provide stand-alone benefits (i.e., are not dependent on 24 

something else to achieve the benefits). 25 
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Independent projects that are linked solely due to geographic proximity or work on 1 

similar assets should not be treated as a single project. Combining projects solely 2 

due to geographic proximity or function with no expected increase in efficiency can 3 

lead to large, complex, and unwieldy projects that may increase the risk of project 4 

failure. In the event two formerly independent projects are combined for delivery 5 

efficiency, a new project with an updated scope, budget, and schedule will be 6 

considered. 7 

As described in section 6.3.5 of the Fiscal 2017 – Fiscal 2019 RRA, when 8 

developing capital plans each Business Group considers, amongst other factors, the 9 

size, scope, complexity and costs of capital investments. This consideration may at 10 

times lead to previously identified projects being re-scoped into smaller or larger 11 

projects to manage risk, for delivery efficiency, meet changing business 12 

requirements, adapt to resource constraints, or due to the discovery of new and 13 

better solutions. BC Hydro will provide in revenue requirements applications, as part 14 

of its variance explanation for projects over the materiality limit, an explanation for 15 

any resulting changes in overall project costs. 16 

5.2.3 Project Lifecycle 17 

The project lifecycle is the full set of activities that is required for a project to meet its 18 

objectives. BC Hydro’s project lifecycle is divided into phases, which are in turn 19 

sub-divided into stages, with key activities in each stage. For each project that 20 

advances through to completion, all the phases must be completed. Gate approval 21 

points are positioned at the end of key stages in the project lifecycle to allow 22 

management to confirm that the proposed project solution remains in alignment with 23 

overall business drivers. 24 

Description of Project Lifecycle Phases 25 

The following provides a high level summary of the key activities within the project 26 

phases: 27 



BC Hydro Initial Proposal 
 

 

 

Review of the Regulatory Oversight 
of Capital Expenditures and Projects 

Compliance with Commission Order No. G-59-18 

Page 34  

 Initiation Phase: identifies and defines an opportunity or problem; 1 

 Identification Phase: reviews conceptual alternatives, evaluates feasibility, 2 

recommends an alternative, and produces a project plan and business case for 3 

Definition phase funding. A leading alternative is identified during the 4 

conceptual design stage and a preferred alternative is confirmed at the end of 5 

feasibility design stage. At the end of the feasibility design stage, the aim is to 6 

have the expected cost estimate accuracy at +50/-15 per cent; 7 

 Definition Phase: carries out a detailed investigation of the preferred alternative, 8 

and prepares a preliminary design and a Project Plan for Implementation phase 9 

funding complete with business case. This phase also includes the securing of 10 

all licences and regulatory approvals, and any key defining agreements. For 11 

most projects, regulatory applications are produced on the basis of the 12 

preliminary designs. At the end of the Definition phase, the aim is to have the 13 

expected cost estimate accuracy at +15/-10 per cent; and 14 

 Implementation Phase: includes detailed design, material and equipment 15 

procurement, construction and testing and commissioning. The phase ends 16 

with the Project Initiator acknowledging acceptance of the project results by 17 

signing the Project Completion and Evaluation Report. 18 

5.2.4 Forecasting Project Cost 19 

The availability of formal cost estimates varies with the project lifecycle phase. 20 

Formal cost estimates are not available for projects in Identification and earlier 21 

phases or for projects that have not yet been initiated. To build the capital plan and 22 

get an overall portfolio perspective, a planning allowance is used as an initial 23 

placeholder forecast cost for each project. Cost estimates are first prepared for 24 

alternative analysis and more rigorously for the preferred alternative at the end of the 25 

feasibility design stage. 26 
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5.2.4.1 Planning Allowances 1 

The planning allowance represents a placeholder forecast that is needed for capital 2 

planning purposes when no formal cost estimate for the project is yet available. In 3 

order to get an overall portfolio perspective, single point forecasts are required for all 4 

projects in all phases of the project lifecycle, including future projects.  5 

Planning allowances are single values (rather than ranges) required to support long 6 

term capital planning. Planning allowances are used when a project is not sufficiently 7 

advanced to have a preferred alternative, and there is insufficient information on the 8 

scope and schedule to establish a complete total project cost estimate. The planning 9 

allowance is prepared based on historic information pertaining to similar projects, 10 

and input from subject matter experts. 11 

5.2.4.2 Cost Estimates 12 

A total project cost estimate is prepared for the project at the end of the feasibility 13 

design stage. A cost estimate for a project can only be developed once the preferred 14 

alternative, which defines the scope and implementation schedule for the project, is 15 

determined.  16 

As part of BC Hydro's Project and Portfolio Management (PPM) Practices, a 17 

standardized estimating process is followed on all projects, to enhance the 18 

efficiency, accuracy and credibility of estimates. The process for determining 19 

estimates is based on industry practice, and estimates are checked and reviewed for 20 

accuracy, assumptions, risks, and construction methodology depending on financial 21 

thresholds. Third party reviews, and on occasion a partially or completely 22 

independent estimate(s), are undertaken for projects that are especially large, 23 

complex, difficult to build, or not supported by sufficient in-house expertise.  24 
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5.3 Projects Meeting Criteria for CPCN or Section 44.2 Filing 1 

BC Hydro is proposing a change to the established expenditure threshold levels in 2 

the 2010 Guidelines. BC Hydro recognizes that the Commission has the ability to 3 

order an application be filed for an extension below the proposed thresholds.  4 

5.3.1 Proposed Major Project Categories and Thresholds 5 

BC Hydro proposes the following expenditure threshold levels and the threshold 6 

categories as follows: 7 

1. $100 million threshold for Power System projects (described in section 2.3.1); 8 

2. $50 million threshold for Buildings; and 9 

3. $20 million for Information Technology projects. 10 

5.3.2 Rationale for Major Project Categories and Thresholds 11 

The 2010 Guidelines are working well, and capturing BC Hydro’s most significant 12 

capital projects for review by the Commission. The proposed changes would not 13 

change the quantity or type of projects that would have been reviewed under the 14 

thresholds as outlined in the 2010 Guidelines. The aim of the proposed modifications 15 

is to align the thresholds with current capital planning processes, and to increase 16 

clarity and ease of use. 17 

The major difference between this proposal and the 2010 Guidelines is the change 18 

in thresholds for Distribution projects. In the 2010 Guidelines, Distribution projects 19 

(excluding substation distribution assets), had a separate threshold of $50 million. 20 

Under this proposal, Distribution projects would fall under the general category of 21 

Power System projects. 22 

Larger, more complex projects involving distribution assets often involve significant 23 

work on the transmission system. Including all power system projects under one 24 

threshold will make it easier to apply thresholds for projects involving work on the 25 
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transmission and distribution systems. This change also aligns better with how the 1 

system is managed and planned as asset management for the transmission and 2 

distribution systems are now the responsibility of a single business unit. 3 

5.3.2.1 Anticipated Major Project Filings Under Proposed Changes 4 

The proposed categories and thresholds will result in a similar number of 5 

applications filed with the Commission as would be expected under the 6 

2010 Guidelines. Below, Table 5-3 is the estimated number of filings using the 7 

categorization and thresholds of the 2010 Guidelines. Table 5-4 is the estimated 8 

number of anticipated filings under the proposed changes. The total number of 9 

estimated filings is similar to that under the Proposed Guidelines. Table 5-5 lists the 10 

projects (including description and current phase) that may meet the criteria for a 11 

CPCN or section 44.2 filing. 12 

The information presented in the tables below is based on preliminary assessments 13 

of projects in the most recent capital plan. These are projects early in the project 14 

lifecycle phase and/or projects that have not been initiated. All numbers and 15 

information presented below is subject to change as business needs change and as 16 

the projects become more defined. They should not be viewed as an absolute 17 

indication of future project-specific regulatory filings. See sections 5.2.3 and 5.2.4 for 18 

a description of project phases and a discussion of placeholder forecasts and formal 19 

cost estimates. 20 

Table 5-3 2010 Guidelines: Estimated Number of 21 
Applications Over Next Decade 22 

Threshold 
Categories 

Generation Transmission  
(incl. SDA) 

Distribution Buildings Information 
Technology 

Total 
Applications 

Threshold 
($ million) 

100 100 50 50 20 20 

# 15 4 0 0 1 
1  This table is estimated based on the projects in the Updated Fiscal 2019 to Fiscal 2028 Capital Forecast and 23 

is subject to change. 24 
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Table 5-4 Proposed Filing Guidelines: Estimated 1 
Number of Applications Over Next 2 
Decade 3 

Threshold 
Categories 

Power System 
Investment 

Buildings Information 
Technology 

Total Applications 

Threshold 
($ million) 

100 50 20 20 

# 19 0 1 
1  This table is estimated based on the projects in the Updated Fiscal 2019 to Fiscal 2028 Capital Forecast and 4 

is subject to change. 5 

Table 5-5 Anticipated CPCN or Section 44.2 6 
Filings over the Next Decade as of 7 
April 1, 2017 8 

Threshold 
Categories 

Project Name Project 
Phase 

Project Description 

Power 
System 

Metro North 
Transmission 
Project 

Identification Reinforce the Metro North Transmission System by 
constructing a new 230 kV transmission circuit 
between Coquitlam and Vancouver to serve the 
load growth and strengthen the Metro Vancouver 
Regional Transmission System 

Power 
System 

Peace Region to 
Kelly Lake 
Transmission 
Reinforcement 

Identification Increase the 500 kV transmission system transfer 
capacity to facilitate transmission of available 
generation from the Peace Region to the load 
centers in the Lower Mainland and Vancouver 
Island regions 

Power 
System 

West Kelowna 
Transmission 
Reinforcement 
project 

Identification The West Kelowna Transmission Reinforcement 
project will provide a second transmission line to 
supply Westbank Substation.5 

Power 
System 

Westbank 
Substation 
Upgrade project 

Identification The Westbank Substation Upgrade project will 
increase substation firm capacity to address the 
current capacity deficit and future load growth.6 

                                            
5  The West Kelowna Transmission Reinforcement project does not meet the major project threshold under the 

2010 Guidelines or the Proposed Guidelines. This project is on the list to reflect the Panel’s direction in the 
Fiscal 2017 – Fiscal 2019 RRA Decision to file a CPCN application. 

6  The Westbank Substation Upgrade project does not meet the major project threshold under the 
2010 Guidelines or the Proposed Guidelines. This project is on the list to reflect the Panel’s direction in the 
Fiscal 2017 – Fiscal 2019 RRA Decision to file a CPCN application. 
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Threshold 
Categories 

Project Name Project 
Phase 

Project Description 

Power 
System 

Mainwaring 
Substation 
Upgrade 

Identification This project will upgrade the existing substation with 
new transformers.7 

Power 
System 

John Hart Dam 
Seismic Upgrade 

Identification The John Hart Dam requires upgrading to reliably 
withstand severe earthquake loading. This project 
will involve upgrades to the Middle Earthfill Dam 
and Power Intake Dam, the North Earthfill Dam, the 
concrete dam, and the spillway gates system. 

Power 
System 

Strathcona 
Upgrade 
Discharge 

Identification This project will construct a new Low Level Outlet to 
allow for effective drawdown of the Upper Campbell 
Reservoir in a post-seismic situation. The 
drawdown will protect a potentially seriously 
damaged Strathcona Dam from failure, and help to 
ensure there is no uncontrolled release of water 
from the reservoir which could cause multiple public 
fatalities. 

Power 
System 

Bridge River 1 
Replace 
Units 1 to 4 
Generators and 
Governors  

Identification This project will restore the capacity and reliability of 
the Bridge River Units 1 to 4 generators and 
governors. 

Power 
System 

Spillway Seismic 
Upgrade at 
Ladore 

Identification Upgrade the spillway gates at Ladore Dam to 
reliably withstand severe earthquake loading.  

Power 
System 

Overhaul 
Units 1 to 3 
Turbines at 
Seven Mile 

Identification Overhaul Turbine Units 1 to 3 at Seven Mile to 
provide continued reliable service. 

Power 
System 

West End 
Substation 
Project 

Future Build a new 230/12-25 kV, 400 MVA station in the 
West End neighbourhood of Downtown Vancouver.  

Power 
System 

East Vancouver 
Substation 
project 

Future Construct new substation in Strathcona 
neighbourhood of Vancouver to offload Murrin 
Substation 

                                            
7  The Mainwaring Substation Upgrade project does not meet the major project threshold under the 

2010 Guidelines or the Proposed Guidelines. This project is on the list to reflect the Panel’s direction in the 
Fiscal 2017 – Fiscal 2019 RRA Decision to file a CPCN application. 
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Threshold 
Categories 

Project Name Project 
Phase 

Project Description 

Power 
System 

Northwest 
Substation 
Upgrades Project  

Future This alternative involves upgrading the substations 
along the radial line to reduce the number of 
planned outages required to maintain the 
equipment at these substations.8 

Power 
System 

GM Shrum 
Generator 
Units 1 to 5 
Capacity 
Increase 

Future This project would increase the overall capacity of 
generator units by 220 MW. 

Power 
System 

Refurbish 
Kootenay Canal 
Units 1 to 4 
Generators 

Future This project is to increase reliability of the 
generators. The generators have been in service 
since 1975 and 1976 and have reached the end of 
their expected design life. As of August 2016, the 
Equipment Health Rating of each of the 
four generators is Poor. 

Power 
System 

La Joie Dam 
Improvements 

Future The La Joie Dam will be upgraded to both reduce 
leakage and reliably withstand severe earthquake 
loading. 

Power 
System 

Mica Discharge 
Facilities Seismic 
and Reliability 
Upgrades 

Future The Mica discharge facilities require upgrading to 
improve reservoir containment and the ability to 
operate the facilities after a seismic event. 

Power 
System 

Addition of 3rd 
GIS Bus at 
Revelstoke 

Future This project will improve reliability by installing a 
third bus to achieve full GIS redundancy so that all 
units could be switched between 2 buses to 
maintain full plant output in the event of a single bus 
failure. 

Power 
System 

Replace Units 3 
and 4 Stators at 
Revelstoke 

Future This project will improve reliability by replacing the 
stators (including the frame, core and winding) on 
two units, which both have an Equipment Health 
Rating of Poor. 

Power 
System 

Strathcona New 
Powerhouse 

Future Seismic upgrades to the dam are anticipated to 
mean that a new powerhouse to be built in a 
different location. 

Power 
System 

Overhaul 
Units 1 to 4 
Turbines at Mica 

Future This project will overhaul the Units 1 to 4 turbines at 
Mica to mitigate reliability risk. 

Power 
System 

Overhaul 
Units 9 and 10 
Turbines at GM 
Shrum 

Future This project would overhaul the Units 9 and 10 
turbines at GM Shrum to mitigate reliability risk 

                                            
8  The Northwest Substation Upgrades Project does not meet the major project threshold under the 

2010 Guidelines or the Proposed Guidelines. This project is on the list to reflect the Panel’s direction in the 
Fiscal 2017 – Fiscal 2019 RRA Decision to file a CPCN application. 
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Threshold 
Categories 

Project Name Project 
Phase 

Project Description 

Power 
System 

Improve Seismic 
Stability of 
Duncan Dam 

Future Improve seismic stability at Duncan Dam and its 
related structures to withstand severe earthquake 
loading.  

Information 
Technology 

Operational Work 
and Asset 
Management 

Future Implementation of technology and business 
processes for common, integrated, enterprise asset 
and work management systems to consolidate and 
standardize asset and work management functions. 

5.4 Information Technology Projects Meeting Criteria for a Major 1 

Project Filing 2 

BC Hydro is not proposing any change to the major project threshold for Information 3 

Technology projects. The $20 million threshold captures significant Information 4 

Technology projects and continues to be appropriate. 5 

Based on BC Hydro’s experience with its Supply Chain Applications Project, 6 

BC Hydro is proposing to include an option for a two-phase regulatory process for 7 

Information Technology projects if appropriate based on the attributes of the 8 

particular project.  9 

Major project applications are typically filed towards or near the end of the Definition 10 

Phase seeking approval of the total forecasted cost of the project. The Commission 11 

typically addresses major project applications in a single phase proceeding.  12 

A two-phase regulatory process was used by the Commission for BC Hydro’s Supply 13 

Chain Applications Project. In the first phase, BC Hydro filed an application at the 14 

beginning of the Definition Phase seeking acceptance of the costs until the end of 15 

the Definition Phase. In the second phase, BC Hydro seeks acceptance of the 16 

Implementation Phase costs.  17 

The two-phase process may be appropriate for projects where a significant 18 

proportion of project expenditures will be undertaken in the Definition Phase or there 19 

is a need for an expeditious transition between the Definition and Implementation 20 
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Phases. BC Hydro will propose a two-phase process in a section 44.2 application if 1 

appropriate given the specific attributes of the project. 2 

5.5 BC Hydro’s Commitment to File Section 44.2 Applications 3 

Applies to Projects where the Duty to Consult is Triggered 4 

In this section BC Hydro addresses the following question included within the scope 5 

of this proceeding: 6 

Given that the UCA expressly prohibits a public utility from 7 

starting construction in advance of the Commission granting a 8 

CPCN, consider the appropriateness of filing section 44(2) 9 

applications, which do not have this prohibition, for projects 10 

where the duty to consult First Nations is triggered? 11 

The duty to consult arises when the Crown has knowledge of Aboriginal rights, 12 

whether asserted or established, and contemplates conduct that may adversely 13 

affect those rights. For projects where the duty to consult is triggered, the 14 

Commission’s practice has been to assess the adequacy of consultation when 15 

BC Hydro applies for either a CPCN or acceptance of an expenditure schedule 16 

under section 44.2 of the UCA.  17 

BC Hydro has committed to apply under section 44.2 for all non-extension projects 18 

that exceed the applicable major project expenditure threshold. BC Hydro has 19 

applied this commitment to all non-extension projects, whether or not the duty to 20 

consult arises. This ensures that all major projects are reviewed by the Commission 21 

in either a CPCN or section 44.2 proceeding, unless a legislative exemption applies. 22 
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6 Clarity on Programs 1 

BC Hydro uses two main types of programs to efficiently implement work, namely 2 

Program of Projects and Recurring Capital Programs. These programs are 3 

implemented and governed by the following business units and practices:  4 

(i) Capital Infrastructure Project Delivery’s Program Management Practice governs 5 

the implementation of complex generation and transmission programs;  6 

(ii) The Program and Contract Management group manages and implements 7 

Transmission and Distribution work programs; and.  8 

(iii) The governance for Information Technology programs is the Information 9 

Technology Delivery Standard Practices (ITDSP) framework.  10 

6.1 Program of Projects  11 

A Program of Projects is a group of related projects with common business drivers 12 

and or technical characteristics which are managed in a coordinated way to deliver a 13 

common business requirement or achieve delivery efficiencies by sharing teams, 14 

resources, and information technology environments. The projects are managed 15 

together to reduce risk and achieve benefits not available if managed individually.  16 

Programs of Projects (except for those managed by Information Technology) are 17 

usually planned and financially approved with a single business case (the 18 

justification for each project is interrelated), have long durations (multiple years), a 19 

finite end date, and can be flexible in scope with new projects added over time (for 20 

example the H-Frame Eliminations - Chinatown program). 21 

6.2 Recurring Capital Programs 22 

There are two sub-types of recurring capital programs – work programs and 23 

acquisitions.  24 
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6.2.1 Work Programs  1 

These are usually highly standardized high volume and low complexity asset 2 

replacements. These programs consist of repeatable work units that are grouped to 3 

deliver an aggregate benefit, and are annual recurring expenditures. These 4 

programs are usually planned and approved as a unit. Examples include the Wood 5 

Pole Replacement program, Information Technology application enhancements and 6 

hardware sustainment programs, Fleet Vehicle Capital Replacement program, and 7 

Insulator Replacement program. 8 

6.2.2 Acquisitions 9 

Information Technology has one-time and recurring annual purchases. Examples of 10 

this include purchases of data network equipment, data centre equipment, user 11 

access tokens, business software licenses, enterprise application licenses, personal 12 

computers, and mobile phones. Acquisitions, including, acquisition programs 13 

represent about 10 per cent of total Information Technology capital 14 

expenditures/plan. 15 

6.3 Proposed Guidelines for Programs 16 

BC Hydro proposes the following guidelines for reviewing programs.  17 

(i) Program of Projects: As projects within the program are initiated, they should 18 

be reviewed as individual projects in a revenue requirements application and, if 19 

the project exceeds the major project threshold, in a major project filing.  20 

(ii) Recurring Capital Programs: Work Programs and Acquisitions, irrespective of 21 

forecast cost, are best reviewed in a revenue requirements application.  22 

6.4 Rationale for Proposed Guidelines for Programs 23 

6.4.1 Program of Projects 24 

As this type of program consists of individual, separate projects, the projects within 25 

these types of programs are best reviewed individually in revenue requirements 26 
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proceedings or as part of a CPCN or expenditure schedule application, if it exceeds 1 

the major project threshold. Because the different projects within the program may 2 

be at different stages of maturity with different levels of project definition (for 3 

example different levels of cost estimating accuracy), there may be limited ability to 4 

meet minimum filing requirements required for an effective review of all projects in 5 

the program. The program strategy for these types of programs will be included in 6 

any discussion of individual projects in a revenue requirements proceeding or as 7 

part of a CPCN or expenditure schedule filing.  8 

6.4.2 Recurring Capital Programs 9 

The BC Hydro approval processes for these programs are streamlined as they 10 

comprise low-complexity work and are recurring in nature. These programs often 11 

involve work on assets that are put into service in the same year as the expenditure 12 

is made. A revenue requirements proceeding is the most efficient way to review 13 

these types of programs. 14 
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7 Strategies, Plans, and Studies 1 

The Ten Year Capital Forecast reflects the capital investments required to meet 2 

BC Hydro’s mission to provide reliable, affordable, and clean electricity throughout 3 

BC, safely. As discussed in section 2, the capital forecast reflects the need to 4 

replace aging assets, invest in growth, and improve safety outcomes for BC Hydro 5 

employees, contractors, and the public.  6 

Strategies, plans, and studies are developed to seek solutions to effectively invest in 7 

the power system and infrastructure. These strategies, plans, and studies 8 

investigate and/or implement broader regional, system, or business unit solutions or 9 

policies. 10 

7.1 Power System Strategies, Plans, and Studies 11 

Strategies, plans, and studies document the identification of system needs and, at 12 

times, the development of optimized solutions to address those needs. These 13 

solutions are initiated and prioritized annually as part of the Ten Year Capital 14 

Forecast planning process.  15 

These strategies, plans, and studies assess system needs and develop solutions 16 

based on a region or area, a facility or group of facilities, the river systems, and / or 17 

asset classes. They are usually implemented over a long duration, with often 18 

interconnected solutions. Due to financial and resource constraints, identified 19 

solutions are not always addressed as recommended in the strategy, plan, or study. 20 

Changes to proposed solutions due to changing underlying factors could change the 21 

scope of projects resulting from a strategy, plan or study. 22 

7.1.1 Transmission & Distribution Area Plans 23 

These area plans are typically prepared, or updated, when capacity additions are 24 

required in an area, which is defined by interoperability of the area assets. Other 25 
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known needs in the area, including sustaining issues at the area’s substations, are 1 

integrated in the Area Plans. 2 

7.1.2 Transmission & Distribution Substation Asset Plans 3 

These plans are developed when a substation requires major investments to 4 

address end-of-life and other sustaining needs. The longer term capacity needed at 5 

the substation is also integrated in Substation Asset Plans. 6 

7.1.3 Transmission & Distribution Asset Strategies 7 

BC Hydro has documented Asset Strategies for most of its Transmission and 8 

Distribution asset classes. These Asset Strategies provide a fleet approach to the 9 

management of each asset class across the entire system, and over their entire 10 

asset lifecycle. 11 

7.1.4 Generation Facility Asset Plans 12 

Generation facility asset plans summarize the issues, risks, and opportunities faced 13 

by a specific facility and outline the proposed long-term investment strategy that is 14 

believed to offer the best value at a specific time. Facility Asset Plans are key inputs 15 

to the fleet planning process. The investment strategies that are proposed in discrete 16 

facility asset plans will be reviewed collectively, and prioritized to provide the most 17 

appropriate suite of investments across the fleet given resource and financial 18 

constraints, outage planning, and other considerations. 19 

7.1.5 Dam Safety System Studies 20 

These studies are initiated to identify options that would permit the optimal risk 21 

management and investment strategy for the system using a systems engineering 22 

approach. A Systems Engineering approach provides a framework to manage 23 

complexities within the constraints of the river system to ensure technical 24 

coordination across a broad range of disciplines. 25 
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7.1.6 Sample List of Power System Strategies, Plans, and Studies 1 

Name Systems Addressed 

North Burnaby Area Study Transmission & Distribution 

Mainwaring Asset Plan Transmission & Distribution 

Circuit Breaker Asset Management Strategy Transmission & Distribution 

GM Shrum Facility Asset Plan Generating Facilities;  
Water Conveyance & Retention Structures 

Campbell River System Study Water Conveyance & Retention Structures 

7.2 Information Technology Plans 2 

Each year, Information Technology prepares a rolling Five-Year Strategic Plan that 3 

outlines the information technology capital investment needed to meet BC Hydro’s 4 

business objectives. The Five-Year Strategic Plan discusses strategic initiatives and 5 

drivers; foundational investments required to reduce risk, increase resilience and 6 

enable business initiatives; maturity of emerging technologies; and resource 7 

constraints that will influence the choice of capital investments.  8 

Specific capital investment plans are prepared each year using a portfolio approach 9 

that captures business needs and opportunities. The mix of programs and projects 10 

proposed for funding is aligned to the Five-Year Strategic Plan. Progress against 11 

plan is reviewed monthly and adjustments made based on emergent needs, 12 

increased knowledge of potential net benefits, and available resources. The 13 

Five-Year Strategic Plan is updated annually to keep alignment. 14 

7.3 Properties Capital Asset Strategies 15 

Capital investments in the Properties portfolio are driven by the need to address the 16 

specific issues and risks associated with each of the existing physical assets and 17 

infrastructure. Properties capital planning focuses on assessing the health of existing 18 

assets and determining safety and operational requirements that cannot be met by 19 

the existing asset portfolio to establish an effective long term capital plan. All of 20 

Properties capital investments are considered sustaining investments, and result in 21 
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the replacement of existing end of life assets. As such, specific Capital Asset 1 

Strategies are not required. 2 

7.4 Proposed Guidelines for Strategies, Plans, and Studies 3 

7.4.1 Power System Strategies, Plans, and Studies 4 

BC Hydro proposes to provide in revenue requirements application: 5 

(i) In a column in the list of projects and programs with capital expenditures or 6 

additions over a materiality limit (i.e., Appendix I to the 7 

Fiscal 2017 - Fiscal 2019 RRA), BC Hydro will indicate the particular strategy, 8 

plan, or study to which a project is linked; and 9 

(ii) In a new Appendix, summary descriptions of the issues and solutions 10 

addressed in any of the identified strategies, plans, and studies. 11 

As necessary, BC Hydro will continue to provide any applicable final and approved 12 

strategies, plans, and studies in CPCN or expenditure schedule applications. 13 

7.4.2 Information Technology Plans 14 

BC Hydro proposes to provide in a revenue requirements application: 15 

(i) In a column in the list of projects and programs with capital expenditures or 16 

additions over a materiality limit (i.e., Appendix I to the 17 

Fiscal 2017 - Fiscal 2019 RRA), BC Hydro will indicate the linkage between 18 

projects or programs and the Technology Five-Year Strategic Plan; and 19 

(ii) A copy of the most recent Information Technology Five-Year Strategic Plan.  20 

7.5 Rationale for Proposed Guideline for Strategies, Plans, and 21 

Studies 22 

The proposed guidelines will allow for an efficient review of projects linked to 23 

strategies, plans, and studies by utilizing revenue requirements applications. 24 

Providing an indication of what projects are linked in a project and program listing 25 
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will allow for the identified strategies, plans, and studies to be included in the same 1 

table with other key project or program metrics, like forecast or actual costs, if 2 

available. 3 

The summaries will provide the context with which to understand the issues or 4 

system needs being addressed and the resulting solutions. Please refer to 5 

Appendix E to this proposal for the proposed template for this summary. 6 

7.6 BC Hydro Led Workshops on Strategies, Plans, and Studies 7 

BC Hydro may facilitate workshops with the Commission and interveners on 8 

particular strategies, plans, and studies as part of a revenue requirements 9 

proceeding or major project application filing to provide further context and insight as 10 

appropriate. This could include a discussion of related projects in a system over the 11 

ten-year planning period. 12 
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8 Compliance Reporting 1 

BC Hydro files information on a regular basis to assist in the review of BC Hydro’s 2 

capital expenditures and projects. Compliance reporting includes BC Hydro’s Annual 3 

Report and project-specific compliance reports filed on a schedule determined by 4 

the applicable Commission order. BC Hydro is proposing changes that would 5 

improve overall access to information and reduce redundancy. 6 

8.1 Annual Report 7 

The Annual Report has historically included the following information on capital 8 

expenditures and projects:  9 

(a) a summary of capital expenditures by capital category;  10 

(b) a listing of the planned expenditures in the current fiscal year for projects over 11 

the materiality limit ($2 million for Information Technology projects, $5 million for 12 

all other capital projects), and Demand Side Management;  13 

(c) an indication of which projects are considered extensions, pursuant to 14 

section 45(6) of the UCA for all projects over the materiality limit; and  15 

(d) a listing of projects over the major project threshold and the anticipated type of 16 

regulatory filings.  17 

Starting in fiscal 2017, changes to the Annual Report have increased the 18 

transparency, improved efficiency, reduced redundancy, and provided more relevant 19 

information on capital expenditures and projects.  20 

8.1.1 Improved Oversight of Capital in F2017 Annual Report 21 

The F2017 Annual Report to the Commission was revised from previous reports to 22 

facilitate continued effective oversight of capital expenditures and projects. The main 23 

change with regard to capital was with regard to the financial schedules in section 6 24 

of the Annual Report which were aligned with the format provided in the 25 

Fiscal 2017 – Fiscal 2019 RRA. This provides a comparison between planned and 26 
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actual capital expenditures at the end of the reporting period. Annual capital 1 

expenditures and additions plan to actual cost variance explanations by business 2 

unit are also provided. 3 

8.1.2 Proposed Guidelines for Capital Project Information included in 4 

Annual Report 5 

BC Hydro will continue to provide the Annual Report in a form required by the 6 

Commission. BC Hydro has improved the presentation of its financial schedules as 7 

indicated above and will continue to look for opportunities to improve the 8 

presentation of the Annual Report in discussion with Commission staff. 9 

8.2 BC Hydro Will Continue to Make Project-Specific Compliance 10 

Filings 11 

BC Hydro will continue to make project-specific compliance filings with the 12 

Commission in the manner and form of previous project-specific compliance reports 13 

or in a manner or form directed to by the Commission. BC Hydro considers the form 14 

most commonly directed by the Commission to be effective as it provides the 15 

Commission with timely updates on a project’s progress, and changes to the 16 

project’s schedule and costs. It also allows BC Hydro to be responsive to issues 17 

highlighted in the Commission’s Reasons for Decision for a particular project.  18 

8.2.1 Proposed Guidelines for Project-Specific Compliance Reports 19 

BC Hydro is proposing some changes to improve consistency in the timing of 20 

project-specific compliance reports. 21 

8.2.1.1 Periodic Project Progress Report  22 

BC Hydro proposes to continue to file semi-annual project progress reports for most 23 

capital projects meeting the criteria for CPCN or section 44.2 applications. BC Hydro 24 

will request to file only annual project progress reports if it is deemed appropriate 25 

given the project’s schedule. BC Hydro does not support quarterly progress 26 

reporting. 27 
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8.2.1.2 Project Final Report  1 

BC Hydro proposes to file with the Commission the Project Final Report three 2 

months after receiving Board Approval of the Project Final Report. This milestone is 3 

clearer and more aligned with BC Hydro’s governance practices. This milestone is 4 

met when the Project Final Report, which is required for all major projects, is 5 

reviewed by the BC Hydro Board of Directors and is available for wider distribution. 6 

8.2.2 Rationale for Proposed Guidelines for Project-Specific Compliance 7 

Reports 8 

8.2.2.1 Periodic Project Progress Report 9 

In BC Hydro’s experience, there is typically not enough time between quarterly 10 

reports for consequential cost or schedule changes to be reflected or a reasonable 11 

amount of activities to be completed and reported on. 12 

Semi-annual progress reporting is appropriate given the larger scope and the often 13 

extended schedule of capital projects. Semi-annual progress reporting would allow 14 

for reasonable progress to be made on project scope between reports. Semi-annual 15 

reports will be more likely to have relevant and updated information with each new 16 

report compared to quarterly reports. 17 

Annual project progress reports may be appropriate for a few projects with work 18 

occurring in one or two adjacent construction seasons in a single year. BC Hydro will 19 

advise the Commission in its application if it believes annual project progress reports 20 

are appropriate for a particular project.  21 

8.2.2.2 Project Final Report  22 

BC Hydro is proposing a more definitive deadline for submitting the Project Final 23 

Report than the deadlines commonly outlined in the Commission’s Order granting a 24 

CPCN or accepting capital expenditures.  25 
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BC Hydro is proposing these changes as the current phrases most commonly used 1 

by the Commission (“substantial completion”, “project close”, or “end of project”) in 2 

its Orders granting the CPCN or accepting the expenditures of the project is 3 

ambiguous and varies depending on the type of project. Also, there may be 4 

outstanding contractual issues that would need to be resolved before a final 5 

accounting of project costs and a final assessment of the project’s benefits can be 6 

completed. BC Hydro has requested a number of extensions to Project Final Report 7 

deadlines due to these outstanding contractual issues. These changes will clarify 8 

expectations and better align internal and external reporting requirements. BC Hydro 9 

will continue to provide updates to the Commission until the Project Final Report is 10 

submitted 11 
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9 Matters Related to the Form and Content of Revenue 1 

Requirements, CPCN and Section 44.2 Filings 2 

9.1 Standardized Naming Conventions 3 

BC Hydro is implementing the following changes to the naming of projects and 4 

programs to ensure consistency, and allow for easier tracking of a project or 5 

program throughout its lifecycle and across regulatory filings. 6 

9.1.1 Project and Program Naming Guidelines 7 

BC Hydro has developed naming guidelines for projects and programs that will 8 

reduce the need for name changes later in the project or program’s lifecycle.  9 

Where applicable, the project and program name will include three elements in the 10 

order specified below. In addition to the three elements, some business units may 11 

include additional elements such as work type and fiscal year for differentiation and 12 

clarity. 13 

1. Location: This will be the regional area, line route, or the station, facility, or dam 14 

where the primary work is taking place or the primary asset(s) is situated. Very 15 

few Information Technology projects or programs will be situational and, in 16 

those cases, location will not apply and will not form part of the name. 17 

2. Asset or Service: Asset refers to either a component, such as a turbine or 18 

transformer, or a group of related assets, such as a substation or a 19 

powerhouse. Service is applicable to projects or programs involving information 20 

technology cloud-based services or business capabilities.  21 

3. Activity: Activity refers to the type of primary function or work being performed. 22 

Activity includes words such as redevelopment, upgrade, reinforcement, etc.  23 

Please find in the table below a sampling of the different types of activities. This is 24 

not an exhaustive list, and each activity may have a variation in the definition 25 

depending upon the asset base of the investment. 26 
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Table 9-6 Examples of Project Activities 1 

Activity Examples of Use 
Redevelopment Brownfield replacement of facilities or stations  
Upgrade Replacing end-of-life equipment or components with newer or higher 

capacity versions 
Refurbishment Recondition or rehabilitate equipment or components 
Reinforcement System reinforcement to increase transfer and transformation 

capacity 
Restoration Restoring service, equipment, component, assets, or buildings to 

former condition 
Installation Implementing or installing a new solution 
Replacement Replace an existing information technology solution 
Enhancement Improve an existing information technology solution 
Purchase Purchase IT hardware or software 

BC Hydro will endeavour to minimize name changes once a project or program has 2 

been included in the capital forecast, but recognizes there may still be a need to do 3 

so at the end of the Identification Phase when a preferred alternative is selected. To 4 

enable the Commission to track projects and programs, BC Hydro will include in 5 

revenue requirements applications and in all project listings across all major 6 

regulatory capital filings, the unique planning identification number for projects and 7 

programs. The unique planning identification number is issued once a project or a 8 

program is included in the capital plan. For most projects and programs, the unique 9 

planning identification number remains the same throughout the project’s or 10 

program’s lifecycle. BC Hydro will endeavour to notify the Commission if the unique 11 

planning identification number or the name of a project or program changes during 12 

the evidentiary phase of a regulatory proceeding.  13 

9.1.2 Implementation of Project and Program Naming Guidelines 14 

BC Hydro proposes to implement the project and program naming guidelines 15 

effective immediately for all projects or programs that have not yet been included in 16 

the capital plan (initiated projects). Changing the names of projects and programs 17 

that have already been initiated is not recommended, as it would be costly and 18 

time-consuming, requiring changing project and program names in the project 19 
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management and finance systems. Also, it will limit the ability to track projects going 1 

forward. As noted in the preceding section, BC Hydro will provide the unique 2 

planning identification number for all projects and programs in the next revenue 3 

requirements application. 4 

9.2 Provide Relevant Project Information for Consistency and 5 

Appropriate Reviews 6 

To facilitate the review of projects in a revenue requirements proceeding and 7 

consolidate key project information, BC Hydro is proposing to provide additional 8 

information in the appendices attached to revenue requirement applications. 9 

9.2.1 Provide Additional Project Information 10 

To assist in the Commission’s review of projects in revenue requirements 11 

applications as discussed in section 4, BC Hydro proposes to include a summary of 12 

the project’s Implementation Phase risk and risk treatment and impacts and benefits 13 

for projects over a specified materiality limit. These summaries will be added to the 14 

supporting appendix similar to Appendix J in the Fiscal 2017 – Fiscal 2019 RRA. In 15 

Appendix D to this proposal, the template used in the latest filed revenue 16 

requirements application has been expanded to include these additional sections. 17 

9.2.2 A Master Source for Capital Project and Program Information 18 

BC Hydro is proposing to provide additional data on capital projects and programs in 19 

revenue requirements applications. This additional data will be included in 20 

Appendix I in future revenue requirements applications.  21 

The proposed changes are as follows: 22 

 A listing of planning identification numbers to allow a projects or program to be 23 

more easily tracked throughout its lifecycle and across filings; 24 

 Annual capital expenditure cost forecast for projects over a specified materiality 25 

limit and in the test period; 26 
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 Indication of which projects are considered extension projects;  1 

 Identification of projects that may require a major project regulatory filing and 2 

the type of filing anticipated – CPCN or 44.2 expenditure schedule application; 3 

and 4 

 Indication of which projects are linked to strategies, plans, and studies. 5 
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Commission Order No. G-63-16 Appendix B  
Proposed Scope of the Issues 

Addressed In: 

Item 1: The scope, timing, and process for the Commission’s review of 
BC Hydro's capital expenditures and projects. This includes 
consideration of the appropriateness of such reviews as a component of 
various applications and filings BC Hydro makes with the Commission. 

Sections 3, 4, 5, 6, 7, 8, 9 

 Revenue Requirement Applications (RRA). How should the 
Commission address: 

 

o Projects approved or started prior to an RRA and 
 expected to enter service in the test period, 
 expected to enter service outside of the test period. 

Sections 4.1, 4.2, 9.2 

o Projects exceeding the expenditure threshold and not 
approved or started prior to RRA and 

 expected to enter service in the test period, 
 expected to enter service outside the test period 

Sections 4.3, 9.2 

o Projects below thresholds and not approved or started prior 
to RRA and 

 expected to enter service in the test period, 
 expected to enter service outside the test period 

Sections 4.4, 9.2 

 Annual Report Section 8.1 

 Project-specific compliance filings Section 8.2 

 Applications made pursuant to section 46(1) of the UCA (CPCN 
Applications 

Sections 4.1, 4.3, 5.1, 5.3 

 Applications made pursuant to section 44(2) of the UCA 
(section 44.2 expenditure schedule applications). 

Sections 4.1, 4.3, 5.1, 5.3 

Specifically, it is proposed that the proceeding address the following 
issues: 

 

 Clarity on what constitutes a project. This would consider how to 
treat and review independent projects or programs that are linked 
(in function and/or geographic term) and, in aggregate, meet or 
exceed any prescribed expenditure thresholds. 

Sections 5.2, 6 

 Establishment of a standardized convention for naming projects 
and programs to ensure consistency and the ability to track projects 
during their lifecycle. 

Section 9.1 

 Definition of a strategy to review projects that are linked to capital 
strategies (for example: individual IT projects in relation to the 
Technology Five Year Strategic Plan). 

Sections 7, 9.2 

Item 2: The appropriateness of BC Hydro’s 2010 Guidelines for IT 
capital expenditures and projects or propose separate IT capital 
project filing guidelines. 

Sections 5.1, 5.2, 5.3, 5.4 

Item 3: The appropriateness of expenditure thresholds contained in 
BC Hydro’s 2010 Guidelines. 

Sections 5.2, 5.3 
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Commission Order No. G-63-16 Appendix B  
Proposed Scope of the Issues 

Addressed In: 

Item 4: The circumstances under which it is appropriate for BC Hydro 
to file an application pursuant to section 46(1) of the UCA versus 
section 44(2) of the UCA. 
This will address the following: 

Sections  5.1, 5.5 

 Seek input on the position that under section 46(1) of the UCA, 
applications need only be filed for “extensions”. 

Section 5.1 

 Evaluate whether it is appropriate to use of the definition of 
extension to a utility plant or system for general capital 
expenditures and IT projects. 

Section 5.1 

 Given that the UCA expressly prohibits a public utility from starting 
construction in advance of the Commission granting a CPCN, 
consider the appropriateness of filing section 44(2) applications, 
which do not have this prohibition, for projects where the duty to 
consult First Nations is triggered? 

Section 5.5 
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Purpose of 2018 Capital Filing Guidelines 
1. These 2018 Capital Filing Guidelines (“Guidelines”) provide guidance to 

BC Hydro in preparing and filing applications and compliance reports. They will 

also help inform the efficient and effective review of BC Hydro’s capital 

expenditures in the course of revenue requirements applications, CPCN or 

section 44.2 capital expenditure schedule applications, the Annual Report, and 

project-specific progress and final reports.  

2. There may be circumstances in which a different approach from what is set out 

in these Guidelines is appropriate. These Guidelines do not bind the 

Commission in the exercise of its jurisdiction. BC Hydro may propose changes 

to these Guidelines. BC Hydro will identify and explain in applicable filings any 

departures from the Guidelines.   

Revenue Requirements Applications  

Review of Projects in Revenue Requirements Applications 
3. For projects with a CPCN, accepted expenditure schedule, or an exemption 

and that have capital expenditures or additions in the test period and have not 

been reviewed in a previous test period, the scope of review in a revenue 

requirements proceeding may include consideration of the execution of 

projects. Detailed consideration of BC Hydro’s project execution is best 

reviewed at project completion when total cost and outcomes are known. 

4. For projects subject to a future CPCN or section 44.2 application and that have 

capital expenditures or additions in the test period and have not been reviewed 

in a previous test period, the scope of review in a revenue requirements 

proceeding may include examination of project need and alternatives to the 

extent reasonably required to test the forecast capital expenditures or additions 
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in the test period. A detailed assessment of need and alternatives should be left 

to the pending CPCN or section 44.2 application for these projects. 

5. For projects that do not meet the requirements for a CPCN application or have 

not and will not be the subject of a section 44.2 application, the scope of review 

in a revenue requirements proceeding may include an examination of project 

need and alternatives and the reasonableness of the forecast assuming the 

project proceeds. Any consideration of project execution will normally await 

project completion. 

Revenue Requirements Application Filing Requirements 
6. BC Hydro will include in its revenue requirements applications for all individual 

projects above a specified materiality limit:9 

a. the project’s unique planning identification number; 

b. the project’s driver; 

c. the project’s lifecycle stage or phase; 

d. key project milestone dates; 

e. project forecast capital expenditure and additions;  

f. an indication of whether a project will be subject to a CPCN or expenditure 

schedule application;  

g. an indication whether a project is an extension;  

h. if applicable, an indication of which strategies, plans, or studies a project is 

linked to; and 

i. descriptions of the strategies, plans, or studies identified in (h) above. 

                                            
9  Historically, the materiality limits have been determined through dialogue between BC Hydro and the 

Commission. 
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7. BC Hydro will continue to provide relevant information on project justification 

and alternatives for major projects over a specified materiality limit. In addition, 

BC Hydro will include information on Implementation Phase risk and risk 

treatment and impacts and benefits.  

8. Recurring Capital Programs may be reviewed in the appropriate section(s) in a 

revenue requirements application. 

Applications Pursuant to Sections 46(1) and 44.2 of the 
Utilities Commission Act (UCA) 

Expenditure Thresholds 
9. A Major Project is a capital project that has an authorized cost estimate that 

exceeds one of the following thresholds: 

a. $100 million threshold for Power System projects; 

b. $50 million threshold for Buildings projects; and 

c. $20 million threshold for Information Technology projects. 

10. The authorized cost estimate is the requested funding for a project, inclusive of 

all contingencies and reserves, and based on a fixed scope and in-service date.  

Certificate of Public Convenience and Necessity and section 44.2 Expenditure 
Schedule Acceptance  
11. BC Hydro will file an application for a CPCN pursuant to subsection 46(1) of the 

UCA for Major Projects that are extensions. An extension is a project initiated 

with the intent to expand the geographic extent or capacity of a utility plant or 

system.  

12. Extension projects may include: facility end-of-life replacement projects (as 

opposed to individual component(s) that have reached end-of-life); new projects 

designed to serve incremental energy and/or peak load growth; and 

refurbishment projects that are not undertaken to serve incremental load 
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growth, but through efficiencies result in additional MWs and/or GWhs/year on 

a planning basis. 

13. Under section 44.2 of the UCA, a public utility may file an expenditure schedule 

for acceptance of capital expenditures that it has made or plans to make. 

Although the Commission cannot require BC Hydro to file a section 44.2 

application for acceptance of a capital expenditure schedule, BC Hydro 

commits to filing a section 44.2 applications for Major Projects that are not 

extensions. 

Compliance Reporting 

Annual Report 
14. Capital Expenditures: The financial schedules in section 6 of the Annual Report 

to the Commission will provide a comparison between planned and actual 

capital expenditures at the end of the reporting period. Annual capital 

expenditures and additions plan to actual cost variance explanations by main 

asset category will also be provided.  

15. Extensions: In section 7 of the Annual Report, BC Hydro will continue to provide 

a listing of all projects which are considered extensions pursuant to 

section 45(6) of the UCA.  

Project-Specific Compliance Reports 
16. Manner & Form: BC Hydro will continue to make project-specific compliance 

filings with the Commission in the manner and form of previous project-specific 

compliance reports or in a manner or form directed by the Commission. 

17. Periodic Project Progress Report: BC Hydro will continue to file semi-annual 

project progress reports for most capital projects meeting the criteria for CPCN 

or section 44.2 applications. Semi-annual progress reporting is appropriate 

given the larger scope and the often extended schedule of capital projects. 
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BC Hydro will advise the Commission if it believes annual project progress 

reports are appropriate for a particular project. 

18. Project Final Report: BC Hydro will submit the Project Final Report 

three months after receiving Board of Director Approval of the Project Final 

Report. 
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1 Background 
In Directive 31 of the 2008 Long-Term Acquisition Plan (LTAP) Decision,10 the 

Commission requested that BC Hydro develop a set of guidelines for the filing and 

review of capital projects by the Commission. This document sets out BC Hydro’s 

Capital Project Filing Guidelines (Guidelines). With the integration of British 

Columbia Transmission Corporation (BCTC), a single regulatory filing approach is 

being established for all BC Hydro capital projects, including transmission. 

2 Expenditure Thresholds 
BC Hydro has established three different expenditure threshold levels for capital 

projects, as follows: 

 $100 million for generation and transmission (including Substation Distribution 

Asset (SDA) components11) projects; 

 $50 million for distribution and building projects; and 

 $20 million for information technology and telecommunication (IT&T) projects. 

The expenditure threshold trigger is the Authorized cost estimate. There may be 

exceptions to this approach; BC Hydro may file applications with the Commission for 

capital projects below these expenditure threshold levels. 

                                            
10 In the Matter of British Columbia Hydro and Power Authority and An Application for Approval of the 

2008 Long- Term Acquisition Plan, Decision, July 27, 2009 (LTAP Decision), page 183. 
11  SDA projects will not typically be filed as stand-alone applications; rather, the SDA expenditures will be 

included as part of a transmission project. The Vancouver City Central Transmission Project CPCN filing is a 
recent example. 
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3 CPCN and Section 44.2 Expenditure Schedule 
Acceptance 

3.1 Background 

The Commission can require that BC Hydro file for CPCNs in two instances: 

1. To construct and operate plant or system required to serve new service areas. 

BC Hydro will file for a CPCN pursuant to subsection 46(1) of the UCA with 

respect to BC Hydro plant or system required to serve a new service area (e.g., 

not part of the existing BC Hydro integrated system). There will be no 

expenditure threshold trigger for these filings. This instance is not addressed 

any further in the Guidelines. 

2. To construct and operate “extensions” to the existing BC Hydro plant or system. 

As a result of subsection 45(2) of the UCA, BC Hydro is deemed to have a 

CPCN authorizing it to operate the plant or system that existed on September 

11, 1980, and subject to subsection 45(5) of the UCA, to construct and operate 

extensions to that plant or system. Subsection 45(5) of the UCA empowers the 

Commission to order that subsection 45(2) no longer applies to certain 

extensions to the BC Hydro plant or system; such an order must be made not 

later than 30 days after construction of the particular extension has begun. The 

term extension is not defined in the UCA. This instance is addressed below 

under “BC Hydro Approach”. 

Section 44.2 of the UCA provides that a public utility “may” file with the Commission 

an expenditure schedule with respect to capital expenditures. If BC Hydro files an 

expenditure schedule for a capital project, subsection 44.2(3) gives the Commission 

the discretion to either accept the schedule if the Commission considers making the 

expenditure “would be in the public interest”, or reject the expenditure schedule. 

There are two key differences between section 44.2 and the UCA’s CPCN 

provisions (sections 45 and 46): (a) Where a CPCN is required BC Hydro is not able 

to start construction in advance of the Commission granting a CPCN; and (b) In the 
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event that the CPCN is not granted, BC Hydro is unable to construct the project. 

There is no difference in the cost recovery protection afforded. In both cases, the 

need for the project will have been proven if accepted by the BCUC; the subsequent 

cost recovery issue is a prudency (execution of project) issue. 

3.2 BC Hydro Approach 
With respect to instance (2) above, in general BC Hydro will file for: 

1. A CPCN pursuant to subsection 46(1) of the UCA for capital projects which are 

clearly extensions and which are above the expenditure thresholds set out in 

the Guidelines. Examples include facility end-of-life replacement projects (as 

opposed to individual component(s) that have reached end-of-life), and new 

projects designed to serve incremental energy and/or peak load growth. 

2. Expenditure schedule(s) acceptance pursuant to subsection 44.2(1)(b) of the 

UCA for capital projects that are not extensions and that are above the 

expenditure thresholds. Examples include IT&T and buildings, and seismic and 

environmentally-driven refurbishment generation and transmission projects that 

do not result in additional Megawatts (MW) and/or Gigawatt hours per year 

(GWh/year) of output on a planning basis. These capital project filings will be 

supported by “CPCN-like” evidence; BC Hydro will follow the content 

requirements of the BCUC’s 2010 CPCN Application Guidelines and the 

2010 First Nations Information Filing Guidelines,12 to the extent applicable. 

3. Either a CPCN or expenditure schedule(s) acceptance for projects that are 

above the expenditure thresholds and that may be extensions. Examples 

include refurbishment projects that are not undertaken to serve incremental 

load growth, but through efficiencies may result in additional MWs and/or 

GWhs/year on a planning basis. 

                                            
12  Adopted by the Commission pursuant to Order Nos. G-50-10 and G-51-10, March 18, 2010. 
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There may be exceptions to this approach. In each application to the BCUC, 

BC Hydro will set out its rationale for why it has filed for either a CPCN or 

expenditure schedule(s) acceptance. In addition, BC Hydro will use its 

subsection 45(6) UCA filing contained in its annual report to the Commission to 

provide an early indication as to whether BC Hydro considers upcoming capital 

projects to be the subject of CPCN or section 44.2 filings. The subsection 45(6) filing 

will set out capital project expenditures at or above $5 million for the upcoming year, 

and for capital projects above the expenditure thresholds, will provide information as 

to why BC Hydro expects to make a CPCN or section 44.2 filing. BC Hydro will copy 

interveners with its annual reports. 

4 Project versus Program 

4.1 Background  
In its 2008 LTAP Decision, the Commission indicated its preference that programs 

(individual projects linked in functional and/or geographic terms) be subject to a 

capital project review where the aggregate expenditure within a three-year period 

exceeds the threshold.13 In addition, the Commission indicated that having capital 

projects receive “formal” BC Hydro Board approval or “approval-in-principle” (with an 

explanation as to the circumstances for the approval- in-principle) prior to a 

Commission filing is in accordance with proper corporate governance principles and 

practice.14 

4.2 BC Hydro Approach 
Rather than focus on the definition and distinction between projects and programs, 

BC Hydro will use individual BC Hydro Board approvals as the trigger for capital 

project filings, irrespective of the characterization of the capital expenditure. When 

the initial BC Hydro Board approval to proceed with implementation phase funding is 

                                            
13  Supra, note 1, page 145. 
14  Ibid. 
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sought for any capital expenditure above the threshold, the capital project filing 

requirement would be triggered. 
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Below is a template similar to that included as Appendix J in the 

Fiscal 2017 - Fiscal 2019 RRA, expanded to include additional information on 

Implementation Phase risk and risk treatment and impacts and benefits. The 

information included below is for illustrative purposes only. 

Investment Planning 
ID: 54321 

Project Name: XYZ Substation Upgrade Project  

Forecast Capital Cost: 
$35 million 

Forecast In-Service Date: 
2020-10-29 

Development Phase: 
Implementation 

Filing Reference: 
N/A 

Description: 
This project will rebuild the existing XYZ Substation, increasing the firm load capacity from 56.5 MVA 
to 100 MVA and the distribution voltage from 12 kV to 25 kV.   

Key Drivers: 
Load growth, aging assets 

Issues Being Addressed: 
Most of the major equipment at XYZ Substation is at or near end-of-life and needs immediate 
replacement. In particular, the 60 kV bulk-oil and 12 kV air-blast circuit breakers are obsolete, and 
pose safety, reliability, and environmental risks. The area load and load density is growing with the 
current load forecast exceeding the current capacity in FY22. 

Discussion of Alternatives: 
Rebuild XYZ Substation – this alternative was selected as it provides capacity sufficient to supply 
the area load for a predicted 30 years. 
Add one 12 kV Feeder Section and one transformer – would meet immediate area load 
requirements but does not address pressing end of life issues and does not align with the 25 kV 
supply requirement to address long term load growth. 
Do Nothing: Negative impacts on customer reliability and worker safety due to aging equipment. 
Does not address the area load growth nor facilitate the planned voltage conversion required to 
meet same. 

Project Impacts & Benefits: 
 Project will reduce annual sustainment investment over next ten years. 
 Project will eliminate all existing electrical clearance violations. 
 Project will increase station capacity from 56.6 MVA to 100 MVA.  
 Project will provide a 25 kV source to supply area loads, where none is currently available. 
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Project Implementation Phase Risk Risk Treatment 

Due to close proximity of the XYZ Substation to 
surrounding homes and businesses, there is an 
increased likelihood of negative publicity and 
adverse reactions to the Project. 

Early, careful, and continuous stakeholder 
engagement processes will be utilized to minimize 
any negative perceptions and impacts of the 
project. A Stakeholder Engagement 
Representative has been assigned, and 
three meetings have been conducted with area 
businesses and residents. Engagement with the 
broader community and with local representatives 
has commenced as well. 

Risk of electrical contact during construction work 
required near energized equipment as 
transmission lines and the 12 kV substation must 
remain operational during construction. 

The west side of the substation will be electrically 
and physically isolated from the live operational 
12 kV. Working in and around the overhead 
transmission lines will require training, signage, 
and flagging to minimize the risk of electrical 
contact. 

Impact to schedule due to delays to procurement 
for major equipment such as GIS apparatus and 
transformers. 

To mitigate this risk, the schedule will consider 
enough lead time for critical equipment (e.g., 
transformer and GIS) based on the vendor 
promised lead time. Early procurement and 
market sourcing options during the Definition 
Phase may be considered to avoid potential 
delays. 

Additional Information:   
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Below is a new template to summarize strategies, plans, and studies as noted in 

section 7.5. The template summarizes key points in a sample Substation Asset Plan. 

The information included below is for illustrative purposes only. 

 

Capital Strategy Name:  Asset Plan – ABC Substation  

Summarize Issue: 
ABC is a 60 year old substation in Vancouver which serves over 60,000 customers. It is 
considered a high criticality station. The firm load capacity of the station is expected to be 
exceeded in 2025. The existing 12 kV feeder sections are at end of life and require 
replacement. In addition they have significant safety issues including limits of approach 
violations, high fault levels imposing operational constraints (split bus) when workers in the 
station, and underrated feeder breakers. In addition, the following assets are at or near 
end-of-life and will need to be replaced: 
 Two of the three power transformers are near end-of-life and expected to fail within five years; 
 Two of the over 40-year old 230 kV Capacitive Voltage Transformers are at end of life;  
 Six of the ten 12 kV bus circuit breakers are obsolete bulk oil breakers in end of life condition, 

and represent a fire and environmental risk;  
 The 12 kV voltage regulators are at end of life;  
 The two station service transformers are 40 years old and approaching end-of-life; 
 The control building contains asbestos and does not meet seismic standards; 
 The standby diesel generator is at end of life; and 
 Unsafe pin and cap style insulators on the 230 kV disconnects and bus supports. 

 

Summarize Solution: 
The following investment staging is anticipated to address these issues and ensure the integrity 
of supply from ABC Substation. 

Short term  
Initiate project to address the following: 

- Replace existing transformers with new 150 MVA transformers with dual secondary 
windings of 12 kV and 25 kV 

- Upgrade substation security 
- Decommission and remove old equipment 

Add scope to Work Programs to address the following: 
- Address end-of-life feeder sections  
- Upgrade station service 

Medium Term  
- Add an additional feeder section 

Long Term  
- Convert feeders to 25 kV  
- Upgrade P&C & Telecom equipment including replacing the existing control building 
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