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April 24, 2018 

Mr. Patrick Wruck 
Commission Secretary and Manager 
British Columbia Utilities Commission 
Suite 410, 900 Howe Street 
Vancouver, B.C.  
V6Z 2N3 

Dear Mr. Wruck: 

RE:  British Columbia Utilities Commission (“BCUC”) 
British Columbia Hydro and Power Authority (“BC Hydro”) 
Review of Review of the Regulatory Oversight of Capital Expenditures and Projects 
BCUC Order No. G-59-18 

The Clean Energy Association of BC (“CEABC”) has the below clarifying questions with respect 
to Exhibit B-3 which BC Hydro has filed in response Order G-59-18. The answers can be 
provided during the course of the transcribed workshop to be held on May 23, 2018 or by 
whatever other means is appropriate. 

1. Why does BC Hydro not have a corporate wide financial screening model that is used to
assess and rank potential capital investments? Instead reference is made to the two needs that
drive the level of capital investments – sustaining existing assets and addressing system
growth.

2. Reference is made to sustaining investments that address reliability, end of life, safety and
security, and regulatory and environmental issues associated with existing assets. Why is there
no reference to financial criteria such as the net present value analysis of a sustaining
investment or the impact of these investment on BC Hydro’s customer rates? If they are used to
rank and prioritize competing projects, please explain how they are used. If they are not used
how they could be used.

3. Similarly there are no such references with respect to system growth. Instead BC Hydro says
it expects to experience load growth over the next 20 years, and significant new investments are
required to meet load growth and provide service safely and reliably. Why are financial criteria
not mentioned? If they are used to rank and prioritize competing projects, please explain how
they are used. If they are not used how they could be used.

4. With respect to Information Technology projects reference is made to a “process of ranking
and selecting projects. Please provide more details on how this process is carried out and what
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measures are used to rank and prioritize projects. How can this same methodology be applied 
to capital investments in other corporate areas such as Generation, Transmission and 
Distribution? How can this methodology be applied across the business unit boundaries? 
 
5. How is the target debt to equity ratio of 60/40 used to rank and prioritize projects and a 
reasonable return on equity? How is the weighted average cost of capital taken into account? 
How is it determined? What amortization period is used? 
 
6. How are climate change adaptation and mitigation measures going to be considered in the 
capital investment process? How is Provincial and Federal Climate change policy going to be 
considered in the capital investment process? How is whole life costing and life cycle analysis 
considered in the capital investment process? 
 
7. Does BC Hydro make use of globally recognized sustainable procurement models in the 
capital investment process? If not, why not? 
 
8. Review of capital expenditures during the course of a revenue requirements application is 
extremely limited. Only those expenditures that occur during the test period are subject to 
review and normally the expenditures have been committed and are well underway before there 
is any true regulatory oversight. How is this problem going to be dealt with? 
 
9. If BC Hydro becomes subject to performance based rate making, which given the expected 
capital investments of approximately $20 billion over the next decade would not be desirable, 
there will be no regulatory oversight of capital investments that would have been reviewed as 
part of a the revenue requirements application process. How is this potential deficiency going to 
be dealt with? 
 
10. The Capital Investments Portfolio Index does not distinguish between greenfield and 
brownfield projects. Why not? 
 
11. This index is based on a five year rolling date set of actual costs compared to originally 
approved full scope implementation budgets, excluding project reserve funds, for capital 
projects that were put into service during the period. This methodology might not accurately 
record project cost increases. For example it will take 8 years to construct Site C. The budget 
for Site C was $6.9 billion when it was reviewed by the Site C Joint Review Panel and it is now 
$10.7 billion. The increase occurred in a period of about 4 years. Does the 5 year methodology 
eventually discard the 2014 $6.9 billion figure? 
 
12. It is also not clear whether the term “project reserve funds” is equivalent to “contingencies”. 
For example, the current contingency for Site C is $858 million and the Risk Reserve is $708 
million. How are these figures and any changes to them captured in the 5 year rolling date set? 
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13. How is capital spending linked to B.C. Hydro’s load forecast whether on an annual basis or 
over a longer term? How are changes to the load forecast reflected? 
 
14. If a prudency review concludes that an expenditure(s) is not acceptable, is there any 
suitable remedy for this after the fact review? 
 
15. Why is BC Hydro proposing that for future projects where this are no forecast expenditures 
or additions in a test period that they be excluded from review during this test period? For 
example what happens if construction of a project commences at the very beginning of a test 
period and before the corresponding revenue requirements application is practically being 
reviewed? 
 
16. What is to prevent a series of extensions being used to complete what otherwise would be a 
standalone project that is subject to BCUC review? 
 
17. Please describe in detail the standardized estimating process. 
 
16. Please update Table 5-5. 
 
18. Has the Project Final Report for the Interior to Lower Mainland Transmission Line ever been 
filed? If not, why not? What is BC Hydro’s policy with respect to redacting provisions in Project 
Final Reports? 
 
19. Why does BC Hydro find it necessary to enter into contracts with respect to capital projects 
that have confidential arbitration provisions? 
 
Sincerely,  
 
“Original signed by David Austin” 
 
David Austin  
For and on behalf of the CEABC 
 




