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November 22, 2018 

To: British Columbia Hydro and Power Authority 
Registered Interveners 

Re: British Columbia Hydro and Power Authority – Inquiry of Expenditures Related to the Adoption of the 
SAP Platform – British Columbia Utilities Commission Action on Complaint – Project No. 1598878 – 
Un-redacted Evidence 

On September 7, 2018, the British Columbia Utilities Commission issued the SAP Inquiry Report. On page 15 of 
the Report, the Panel stated:  

Based on the Panel’s findings in this Section of the SAP Inquiry Report, we consider it in the 
public interest to release additional information contained in Exhibit B-24. As this evidence is 
not directly quoted in the body of the SAP Inquiry Report, the Panel will release this further un-
redacted evidence subsequent to the issuance of this Report. 

Further to the Panel’s findings, enclosed is additional un-redacted evidence from Exhibit B-24. 

Sincerely, 

Patrick Wruck 
Commission Secretary 

PW/ad 
Enclosure 

Original signed by:
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June 28, 2017 

British Columbia Utilities Commission 
Sixth Floor - 900 Howe Street 
Vancouver, B.C. V6Z 2N3 

Attention: Patrick Wruck, Commission Secretary 

Dear Mr. Wruck: 

Re: British Columbia Utilities Commission (Commission) 
British Columbia Hydro and Power Authority (BC Hydro) 

Ian Webb 
T: 604.631.9117 
F: 604.694.2932 

iwebb@lawsonlundell.com 

Inquiry of Expenditures related to the adoption of the SAP Platform (Inquiry) 
Project No. 3698878 

We write on behalf of BC Hydro in connection to Commission Order No. G-86-17 which directs 
BC Hydro to file the Code of Conduct complaint received by BC Hydro's Code of Conduct 
Advisor in April 2010 (the Code of Conduct Complaint) and documents related to the resolution 
of that complaint .1 As outlined below and detailed in the confidential information we are filing 
with the Commission separately in hard copy, BC Hydro is submitting the Code of Conduct 
Complaint and approximately 100 documents related to the resolution of the Code of Conduct 
Complaint in 2010 and also related to a review of the Code of Conduct Complaint undertaken in 
2016 (2016 Review). 

The documents are filed on a confidential basis 

BC Hydro remains of the view that all Code of Conduct matters at BC Hydro must be treated 
with a high degree of confidentiality to ensure all parties involved are provided with a 
confidential environment in which to report and address sensitive and confidential Code of 
Conduct questions or concerns. BC Hydro encourages its employees to report suspected Code 
of Conduct breaches and provides assurances that whistle-blower reporting will be kept strictly 
confidential except in truly exceptional circumstances . 

Due to these concerns, and as noted in BC Hydro's June 13, 2017 letter to the Commission 
requesting a two-week extension to the date for filing this evidence, BC Hydro's Eth ics Officer 

1 
Pursuant to Order No. G-92-17 the Commissi on ext ended the date fo r BC Hydro's filing to June 28, 2017 . 
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was asked to review the documents to be filed with the Commission and help BC Hydro to 
better understand the impact that disclosure could have on the Code of Conduct reporting 
program. The Ethics Officer has set out his views on the matter in a letter to the Commission 
which is enclosed with this submission. The Ethics Officer's letter emphasizes the importance 
of safeguarding the confidentiality and preserving the integrity of BC Hydro's whistleblowing 
process, and urges the Commission to ensure confidentiality of any employees' identities and 
personal information contained within the documents being provided . 

In its Order No. G-86-17 Decision, the Commission acknowledged the concerns regarding 
protection of private personal information, and also noted that it is sensitive to the concern 
that disclosure of the Code of Conduct Complaint could discourage future Code of Conduct 
reporting. Accordingly, Order No. G-86-17 provides that BC Hydro shall redact any information 
BC Hydro considers necessary to protect the privacy of personal information of the individuals 
referenced in the requested documents. 

In considering how to fulfill the directives of the Commission's order, BC Hydro has considered 
the advice of the Ethics Officer and his strong concerns that disclosure of the identities and 
personal information contained in the documents would betray trust and create significant risk 
to BC Hydro and its stakeholders. 

BC Hydro also considered its Freedom of Information and Protection of Privacy Act (FOIPPA) 
obligations to protect personal information that is in BC Hydro's custody and control. 
Specifically, pursuant to sect ion 30.4 of FOIPPA, "an employee, officer or director of a public 
body .. . , who has access, whether authorized or unauthorized, to personal information in the 
custody or control of a public body, must not disclose that information except as authorized 
under this Act ." FOIPPA defines personal information broadly as "recorded information about 
an identifiable individual other than contact information" . Pursuant to sections 33 and 
33.l(l)(t) of FOIPPA, a public body may disclose personal information to comply with an order 
made by a court or a body such as the Commission. 

We have considered what redactions would be necessary to protect the privacy of identifiable 
individuals, and have concluded that in these circumstances a great majority of the information 
would need to be redacted. It would not be sufficient to redact the names of individuals, for 
example, because the individuals could be readily identified by other information in the 
documents and connected to the private personal matters addressed. If we redacted the 
names of individuals, information that indirectly identifies individuals and thei r private personal 
information, there would be little information left unredacted . We believe such an approach 
would frustrate the intent of the Commission's order. Accordingly, we are submitting the 
documents unredacted on a confidential basis. 

BC Hydro specifically requests confidential treatment of the information we are filing separately 
in hard copy with the Commission to protect the privacy of personal information and mitigate 
harm to the Code of Conduct reporting program. 

01249.131288.IDW.13802589.2 
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BC Hydro also requests that access to the confidential documents be limited to the Commission 
and legal counsel for interveners again to ensure that these documents are handled with the 
utmost care . Legal counsel for interveners may have access to hard copies of the confidential 
documents by signing and submitting the Commission's Confidentiality Declaration and 
Undertaking Form. 

Order No. G-86-17 provides for one round of information requests on these documents. 
BC Hydro requests that the information request process also be confidential for the same 
reasons articulated above. For greater certainty, information requests would be submitted to 
BC Hydro on a confidential basis, and BC Hydro's response would be submitted on a 
confidential basis. 

Following the information request process, if the Commission or an intervener counsel believes 
that any of the information should be placed on the public record, redaction of specific 
documents could be considered at that time. 

Overview of Code of Conduct Complaint process in 2010 and related confidential documents 

The Commission has directed BC Hydro to file the Code of Conduct Complaint and documents 
related to the resolution of the Code of Conduct Complaint. Concurrently with this letter, we 
are filing separately with the Commission approximately 100 confidential documents in hard 
copy. A full listing of the documents and explanatory comments are included within the 
confidentially filed binder of documents. The following overview of BC Hydro's Code of 
Conduct reporting process as it was in 2010 is provided to place these documents in context. 

In 2010, Code of Conduct concerns were reported to the independent Code of Conduct Advisor 
(a contractor). The Code of Conduct Advisor would forward a report of a potential breach of 
the Code of Conduct, on an anonymous basis, to BC Hydro's Director of Audit Services who 
would lead the review of the allegations. A copy of the Code of Conduct Complaint that the 
Director of Audit Services received from the Code of Conduct Advisor in April 2010 is provided 
at Tab 1 of the confidentially filed binder. 

BC Hydro notes that the process now used in investigating and reviewing Code of Conduct 
concerns has been revised since 2010. Code of Conduct concerns are now reported to 
BC Hydro's Ethics Officer and if an investigation is to be undertaken, an external independent 
investigator is engaged and provided with terms of reference to be followed . A written report 
is then provided to the Ethics Officer from the independent investigator. 

An extract of the Audit Services Operations Manual in respect of the Code of Conduct process, 
as it was in 2010, is provided at Tab 2 of the confidentially filed binder. The Director of Audit 
Services would lead the review of the allegations in coordination with representatives of the 
Corporate Human Resources group, Corporate Security group and/or the Legal Department as 
required. A great majority of the documents in the confidential enclosure consist of emails 
among the BC Hydro staff investigating the Code of Conduct Complaint. 

01249.131288.IDW. 13802589 .2 
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The Director of Audit Services reported the findings to the Code of Conduct Advisor, the Chair 
of the Audit and Risk Management Committee {ARMC) of the Board of Directors and the 
appropriate BC Hydro officer(s). A copy of the report of the Director of Audit Services with 
respect to the Code of Conduct Complaint is provided at Tab 78 of the confidentially filed 
binder. 

The Director of Audit Services presented the report to the Chair of the ARMC in person. A 
summary report was also provided to all ARMC members. A copy of the summary report 
provided to all ARMC members is provided at Tab 84 of the confidentially filed binder. 

Any communication back to the complainant would have been by the Code of Conduct Advisor. 
BC Hydro is not aware of any documents related to the Code of Conduct Advisor's 
communications with the complainant. BC Hydro understands that the Code of Conduct 
Advisor's practice was to communicate with reporting employees verbally and not by written 
correspondence. 

Overview of the 2016 Review and the 2010 Code of Conduct Complaint and related 
confidential documents 

As stated in BC Hydro's January 8, 2016 response to the initial December 2015 complaint from 
Mr. Dix, filed as Exhibit A2-2 in this inquiry, BC Hydro took the allegations in that complaint very 
seriously and accordingly, undertook an extensive search and review of all internal records 
related to that complaint. In addition, BC Hydro initiated a Code of Conduct review (2016 
Review) through the BC Hydro Ethics Office, and conducted by an external investigator, in order 
to gain fu rther insights into the judgements that led to the testimony itself and the failure to 
correct the record . 

The search and review of internal records included a review of the Code of Conduct Complaint 
which BC Hydro referenced in its September 30, 2016 letter filed as Exhibit B-8 of this Inquiry by 
stating: "BC Hydro also notes that during our review of materials wh ile preparing our January 8, 
2016 submission, we reviewed a relevant Human Resource (HR) matter that arose in 2010. Due 
to the confidentiality of such matters, BC Hydro has not included this document herein but 
raised that fact to the attention of the Commission ." 

As noted in BC Hydro's earlier letter dated May, 17, 2017 filed as Exhibit B-15, the Code of 
Conduct Complaint is almost identical to Mr. Dix's complaint. Through the review of the Code 
of Conduct Complaint, BC Hydro became concerned that the scope of the Code of Conduct 
review in 2010 was too narrowly focused on the legal requirements for testimony and 
document filings at Commission hearings and whether those legal requirements were met. The 
2010 review did not take into consideration whether or not the overall culture at BC Hydro and 
its relationship with the Commission may have indicated a systemic problem. The scope of the 
2016 Review was therefore expanded to address these issues as set out in the Terms of 
Reference for the 2016 Review listed below. 

01249.131288.IDW.13802589.2 
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As stated in the January 8, 2016 response, BC Hydro believes that the testimony relating to 
IT& T expenditures in the F2009/F2010 RRA oral hearing during October 2008, including the 
failure to update the Commission on the SAP strategy, did not attain the standards BC Hydro 
expects of itself for its participation in regulatory processes before the Commission . 

For this reason and to ensure a similar situation does not happen again, BC Hydro purposefully 
designed the terms of reference for the 2016 Review to obtain further insight into the 
judgements that led to those shortcomings during the 2008 hearing that are at the centre of 
both the Code of Conduct Complaint submitted to the Code of Conduct Advisor in April 2010 
and the complaint Mr. Dix submitted to the Commission in December 2015. Specifically the 
terms of reference for the 2016 Review were: 

1. To determine if BC Hydro had developed an overall culture and identified an approach 
to its relationship with BCUC in 2008 and if so to determine what it was and what 
expectations were communicated to its employees in the context of sharing information 
with BCUC. 

2. To determine if the conduct demonstrated by BC Hydro staff aligned with our 
expectations at the time (safety/service/integrity/accountability/teamwork/ingenuity) . 

3. To determine the nature of employees' understanding of the regulatory process and 
evidentiary requirements . 

4. To obtain learnings from the 2008 Regulatory Review Process to inform the 
development of appropriate Regulatory practices in the future. 

The 2016 Review also investigated whether there was an internal systemic problem in 2008, 
why the complainant did not come forward with the concerns about the testimony during the 
F2009/F2010 Revenue Requirements Application proceeding sooner, and why the Code of 
Conduct Complaint indicated a misunderstanding of the nature of the SAP strategy and of 
BC Hydro's financial oversight and project governance policies 

While eight years had passed, the report on the 2016 Review concluded that there was no 
evidence of an internal systemic problem in 2008, found no evidence of any intent to withhold 
information from the Commission, and suggested that the shortcomings of the testimony in 
2008 could be attributable to inexperience and a lack of understanding of the significance of 
the regulatory process. 

The report on the 2016 Review conta ins confidential personal information about individuals 
involved, and is provided at Tab 95 of the confidentially filed binder. 

01249.131288.IDW. 13802589.2 
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As previously described, the confidential information we are filing with the Commission 
separately in hard copy includes a full listing of the documents being provided and explanatory 
comments respecting the documents. 

Yours very truly, 

LAWSON LUNDELL LLP 

vf~w~ 
Ian Webb 

Letter dated June 22, 2017 from Peter Clark, BC Hydro Ethics Officer, to the Commission is 
enclosed . 

Six copies of the binder of confidential documents are being submitted separately in hard copy 

to the Commission . 

cc. BC Hydro and Registered lnterveners (without confidential documents) 

01249.131288.IDW.13802589.2 



.. PBCHydro 
Power smart 

Peter Clark 
Et hics Officer 
Ethics Office, BC Hydro 
Phone: 604-528-3400 

June 22, 2017 

Mr. Patrick Wruck 
Commission Secretary and Manager 
Regulatory Support 
British Columbia Utilitie·s Commission 
Sixth Floor - 900 Howe Street 
Vancouver, BC V6Z 2N2 

Dear Mr. Wruck: 

RE: Project No. 3698878 

British Columbia Utilities Commission (BCUC or Commission) 
BC Hydro and Power Authority (BC Hydro) 

BC Hydro Code of Conduct.Advisor (Code Advisor) 

Expenditures Related to the Adoption of the SAP Platform 

r understand that BC Hydro is directed to file the April 2010 Code of Conduct complaint received by our 

Code of Conduct Advisor; and documentation relating to the resolution. of this complaint, including any 

internal report(s) prepared by BC Hydro, as well as any letter(s) or documentation provided to the 

complainant at the conclusion of the investigation . It is my further understanding that BC Hydro is directed 

to redact information which BC Hydro conside rs necessary to protect the privacy of the complainant and 

personal information of the individuals who are referenced in the requested documents. I applaud the 

direction by the BCUC to preserve the confidentiality of the complainant's name and the privacy of others 

referenced in the requested documents. 

As BC Hydro's Ethics Officer, I .want to share my rationale and emphasize the importance of safeguarding 

the confidentiality and preserving the integrity of BC Hydro's confidential disclosure and/or whistle blowing 

process. Confidentiality is the cornerstone of the Ethics Office. It preserves the sanctity of our employee's 

trust when they report a violation of The Code knowing that we will not put them at risk of harm by 

ensuring their identit ies and personal information remain confidential. 

.. ./2 



·Maintaining the trust of our employees and the public is so important that we champion it in the first five 

words of our vision 'to be the most trusted, innovative utility company in North America ... by being smart 
about power in all W? do'. BC Hydro wants to continue to build and sustain a culture of trust with our 

employees because it is vital for their confidence in the Ethics Office and BC Hydro's Code of Conduct. The 

Code explicitly states we will preserve an employees' privacy when we receive their confidential 

disclosures, witness statements and/or when providing confidential counsel. BC Hydro's continued desire 

is tci foster a respectful and open environment that encourages diverse opinions, and the freedom to raise 

concerns and report unethical or illegal conduct. To achieve this, we encourage confidential internal 

disclosures and whistleblowing: 

The privacy of anyone who seeks advice or discloses a breach or potential breach under the Code 
will be respected by management of BC Hydro as much as is possible in the circumstances. 

Any disclosures or reports under the Code will be treated as confidential and will only be disclosed if 
absolutely necessary (for example where there is a threat of serious harm). This confidentiality is 
subject to al/ laws, which may oblige us to disclose information. 

We will not permit any individual who, in good faith, has made a disclosure about another person or 
party having breached or potentially breached the Code to suffer any adverse consequences as a 
result. 

From my observations, it takes enormous courage to report unethical or illegal conduct because of the fear 

of retaliation from making a disclosure. We count on and require our employees to report potential 

violations of our code of conduct to ensure that we are able to respond appropriately, impartially and in a 

timely manner . . 

I deem it be our continued duty to create a safe space for disclosures in a respectful and open environment 

where our employees are confident about and trust in our stewardship of their disclosure. They need to be 

assured that their concerns will be investigated in a way that keeps them safe from current and future 

harm. 

I believe that we have earned our employee's trust one disclosure at a time by consistently demonstrating 

our trustworthiness in protecting disclosing person's identities and personal information while impartially 

investigating their concerns .. Trust takes a very long time to develop and can be very quickly diminished if 

betrayed. 

While holding the sanctity of our employee's trust is paramount, I also recognize the importance of 

maintaining our stakeholders trust by consistently communicating and operating with openness and 

transparency in everything we do. These principles support our values of integrity and trust and are 

fundamental to the way BC Hydro serves our communities. 

BC Hydro, Ethics Office, Podiu.m B - Main Floor, 6911 South point Drive, Burnaby, BC V3N 4X8 
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To earn the trust of our employees and of our stakeholders is our vision. To achieve this, we must balance 

confidentiality with transparency. We must uphold the promise of confidentiality and therefore the safety 

of disclosing persons and witnesses while openly, transparently and impartially sharing information with 

integrity when required. 

I have strong concerns that disclosing the identities and personal information of the persons involved with 

our internal Code of Conduct reviews would betray the trust of our employees. It would place our trusting 

and vulnerable employees who cared enough to disclose essential information into positions of potential 

harm. It would cast doubt on BC Hydro's commitment to safety and confidentiality and jeopardize the 

willingness of people to come forward with future concerns about unethical or illegal conduct. This would 

create significant risk to BC Hydro and its' stakeholders by closing the door on those whose voices need to 

be heard. It would undermine the trust of our employees and create a culture of fear, avoidance and 

mistrust. This would be the antithesis of what we stand for. Risks of misconduct are significantly 

heightened in environments where confidential reporting of wrongdoing is not supported or protected. 

We must uphold the trust of both our employees and our stakeholders. For this reason, I urge the 

commission to ensure confidentiality of any ~mployees' identities and personal information contained 

within the submission of the attached documents. I would request that their review uphold the sanctity of 

our employee's trust in the confidential disclosure process that is integral to BC Hydro. Please help us to 

protect the cornerstone of the Ethics Office and safeguard BC Hydro's culture of trust. 

Peter F. Clark 
Ethics Officer 
BC Hydro 

BC Hydro, Ethics Office, Podium B- Main Floor, 6911 Southpoint Drive, Burnaby, BC V3N 4X8 



CONFIDENTIAL 

BC Hydro SAP Inquiry - Summary of Documents 

Since December 2015 BC Hydro has performed an extensive and ongoing review of the 
issues raised in the initial December 2015 complaint from Mr. Dix and the SAP Inquiry 
which has involved reviewing upwards of 550,000+ documents. As part of that review, 
BC Hydro has reviewed the following documents related to the internal Code of Conduct 
complaint received by BC Hydro's Code of Conduct Advisor in and around April 2010 
(the Code of Conduct Complaint) and documents related to the resolution of the Code 
of Conduct Complaint. 

BC Hydro has identified approximately 1 00 documents consisting primarily of emails 
and attachments that were produced and/or reviewed by the individuals conducting the 
investigation into the Code of Conduct Complaint in 2010. These documents cover the 
date range of approximately April2010- September 2010. 

To put the below documents in context, the following individuals are identified as being 
key people involved in the review and resolution of the Code of Conduct Complaint1: 

• Bonita Thompson, Q.C.: external Code of Conduct Advisor 

• Ray Aldeguer: Senior Vice-President, Corporate Resources and General 
Counsel 

• Debbie Nagle: Chief Human Resources Officer 

• Charles Reid: Executive Vice-President and Chief Financial Officer 

• David Avren: Director, Legal Services 

• Henry Honda: Director, Audit Services 

• Rick Prinja: Senior Audit Manager 

• Albert Lagnado: Acting Head of Audit Services 

•  Chief Information Officer 

•  Chief Regulatory Officer 

Below is a listing of each of the documents contained in the attached confidential binder 
with a short description of the document, where applicable. 

It appears that in and around April 2010, Ms. Thompson, BC Hydro's external Code of 
Conduct Advisor, received a copy of the Code of Conduct Complaint. A copy of the 
Code of Conduct Complaint Ms. Thompson forwarded to certain BC Hydro staff is 
attached at Tab 1. Upon receipt, Ms. Thompson forwarded the complaint to Ray 
Aldeguer and Debbie Nagle. On April 29, 2010, Ms. Thompson referred the Code of 

1 All references to title and position are to the individual's position as it was in 2010 during the relevant 
time period. 
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Conduct Complaint to the attention of Henry Honda, Audit Services, under BC Hydro's 
Financial Disclosures Policy. 

A copy of the relevant pages from BC Hydro's Audit Operations Manual which outlines 
the process Audit Services used in 2010 to conduct special reviews/investigations is 
attached at Tab 2. 

David Avren (Director of Legal Services), Henry Honda, Rick Prinja and Albert Lagnado 
(all in Audit Services) formed the internal BC Hydro team that conducted the 
investigation into the Code of Conduct Complaint. 

Tab Document Type Summary of Contents Date 

Copy of 2010 Code of Conduct Complaint 

1. Summary of the Evidence of a Document summarizing 2010 Date 
Possible Breach of the Code of IT Complaint and evidence unknown, 
Conduct regarding possible breach of received in 

Code of Conduct and around 
April2010 

2. BC Hydro Audit Services Audit Extract from pp. 27, 28, and August 2014 
Operations Manual - Version 9 41 of the Audit Operations 

Manual specifying process for 
special reviews/fraud 
investigations in 2010 

Notification of Code of Conduct Complaint from Code of Conduct Advisor 

3. E-mail from Bonita Thompson to Subject "Disclosure of April 6, 2010 
Ray Aldeguer, Debbie Nagle possible breach" - e-mail from 

Thompson asking to discuss 
facts to see if possible breach 

4. E-mail from Bonita Thompson to Subject ''Re: Disclosure of April 6, 2010 
Ray Aldeguer possible breach" - follow-up to 

set time for teleconference 

5. E-mail from Bonita Thompson to Subject "Re: Summary of April6, 2010 
Ray Aldeguer, attached disclosure"- Thompson 
Summary of the Evidence of a providing Code of Conduct 
Possible Breach of the Code of Complaint 
Conduct 

6. E-mail from Debbie Nagle to Subject ''Re: Code Of Conduct April 7, 2010 
Ray Aldeguer Matter"- discussion regarding 

providing Reid with materials 
provided by Thompson 

01249.131288.JB1.13795362.1 
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Tab Document Type Summary of Contents Date 

7. E-mail from Bonita Thompson to Subject "Last meeting" - April19, 2010 
Charles Reid, FW to Ray Thompson contacted by 
Aldeguer, Debbie Nagle employee who made 

disclosure; agreed to follow-up 
meeting 

8. E-mail from Debbie Nagle to Subject "Re: Last meeting" - April 19, 2010 
Charles Reid, Ray Aldeguer Nagle indicating she will 

update Reid 

9. E-mail from Bonita Thompson to Subject "Meeting" - question April21, 2010 
Ray Aldeguer, Debbie Nagle about whether Reid or 

Lagnado attending meeting 

10. E-mails between Bonita Subject "Re: Meeting" - April21, 2010 
Thompson, Ray Aldeguer, e-mails confirming intent not to 
Debbie Nagle have Reid or Lagnado at initial 

meeting 

11. E-mail from Bonita Thompson to Subject "Referral" - April29, 2010 
Ray Aldeguer, Debbie Nagle confirmation that information 

regarding representations to 
BCUC regarding financial 
information referred to Audit 
Services 

12. E-mail from Henry Honda to Subject "FW: Referral"- April 29, 2010 
Albert Lagnado and Rick Prinja forward of e-mail from 

Thompson to Honda on April 
29, 2010 confirming that the 
allegations have been referred 
to Audit Services 

Emails Related to Code of Conduct Complaint Investigation Approach 

13. E-mail from Henry Honda to Subject "RE: Referral" - April 29, 2010 
Bonita Thompson, cc Albert Honda noting he would like to 
Lagnado and Rick Prinja perform review jointly with 

resource from BC Hydro 
internal legal group; 
confirming reporting employee 
anonymity 

14. E-mail from Henry Honda to Subject "Fw: Referral" - Honda April 30, 2010 
Rick Prinja forwarding to Prinja e-mail 

from Thompson to Honda and 

01249.131288.JB1.13795362.1 
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Tab Document Type Summary_ of Contents Date 
Lagnado on April 30, 2010 
noting Thompson had spoken 
with the reporting employee 
and the employee is fine with 
the approach 

15. E-mail from David Avren to Subject "Privileged and May 1, 2010 
Henry Honda confidential referral" - Avren 

confirms legal will need 
assistance of audit team to 
come to a legal view and 
render opinion. Attaches e-
mail from Honda to Avren on 
April 29, 2010, attaching 
referral to audit services e-
mail from Thompson to Honda 
on April 29, 2010 

16. E-mail from Henry Honda to Subject "Fw: Privileged and May 1, 2010 
Albert Lagnado and Rick Prinja confidential referral" - forward 

of May 1 2010 e-mail from 
Avren to Honda confirming 
that Avren had read material 
and that legal would need the 
assistance of BC Hydro's audit 
team 

17. E-mail from Rick Prinja to Henry Subject "RE: Privileged and May 3, 2010 
Honda and Albert Lagnado confidential referral" - question 

from Prinja re: meeting with 
 

18. E-mail from Henry Honda to Subject "Re: Referral" - May 5, 2010 
Bonita Thompson, Albert update to Thompson re: 
Lagnado, and Rick Prinja approach of working jointly 

with Legal to complete review 
and obtain as much 
information as possible before 
approaching regulatory group 

Emails Related to Code of Conduct Complaint Investigation Terms of Reference 

19. E-mail from David Avren to Rick Subject "Re: Terms of May 6, 2010 
Prinja, Ray Aldeguer, Debbie Reference Code of Conduct 
Nagle, cc to Henry Honda, Review" - response to e-mail 

attaching terms of reference 

01249.131288.JB1.13795362.1 
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Tab Document Type Summary of Contents Date 
Albert Lagnado for code of conduct review 

20. E-mail from David Avren to Rick Subject "RE: Final Terms of May 7, 2010 
Prinja Reference Attached" -

response from Avren to Prinja 
confirming revised terms of 
reference 

21. E-mail from Rick Prinja to David Subject "Final Terms of May 7, 2010 
Avren, Ray Aldeguer, Debbie Reference Attached" -
Nagle, cc to Henry Honda, attached Terms of Reference 
Albert Lagnado Code of Conduct Review. doc 

22. Code of Conduct Review Terms Undated 
of Reference- draft 

Documents Created in the course of Investigation and Correspondence Regarding 
Conduct of Investigation 

23. E-mail from David Avren to Subject "privileged and May 3, 2010 
Henry Honda confidential - RRA matter" -

Avren inquiring as to when 
 started at BC Hydro 

and status at key times; how 
and when SAP business case 
developed 

24. E-mail from Henry Honda to Subject "Fw: privileged and May 3, 2010 
Albert Lagnado and Rick Prinja confidential - RRA matter" -

forward of May 3, 2010 e-mail 
from Avren to Honda 

25. E-mail from Rick Prinja to Henry Subject - "Re: privileged and May 3, 2010 
Honda confidential - RRA matter" -

response to forwarded e-mail 

26. E-mail from David Avren to Subject "Privileged and May 4, 2010 
Henry Honda, Albert Lagnado, confidential referral - task list" 
and Rick Prinja - task list in response to 

referral to Audit Services 

27. Code of Conduct Table of Author Unknown Undated 
Allegations 
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Tab Document Type Summary of Contents Date 

28. E-mail from Henry Honda to Subject "Timeline" - e-mail May 4, 2010 
Rick Prinja, cc. Albert Lagnado attaching SAP timeline 

29. E-mail from David Avren to Subject "Privileged and May 4, 2010 
Henry Honda, Rick Prinja, Albert Confidential - RRA issue" -
Lagnado Forward of e-mail from Avren 

to Nicole Prior re: consultant 
contracts for  and 
Reid; copies of agreements 
related to use of SAP around 
last RRA; and discussions in 
RRA re: SAP 

30. E-mail from Rick Prinja to David Subject "RE: Privileged and May 4, 2010 
Avren, cc to Albert Lagnado Confidential - RRA issue" -

Prinja following up with 
background information; wants 
to participate in interviews or 
discussions related to review 
including external counsel 

31. E-mail from David Avren to Rick Subject "RE: Privileged and May 4, 2010 
Prinja, cc to Albert Lagnado Confidential - RRA issue" -

Avren excerpted transcripts of 
all pages with  
testifying 

32. E-mail from David Avren to Subject "FW: Consulting May 4, 2010 
Henry Honda, Rick Prinja, Albert Contract" - forward of e-mail 
Lagnado and attached Charles from May 4 2010 Nicole Prior 
Reid consulting contract from to Avren attaching Reid 
March 2008 Consulting Contract from 

March 2008 

33. E-mail from Kandi Anderson to Subject "RE: Information May 5, 2010 
Rick Prinja, cc to Debbie Nagle Requested" - series of e-mails 
and Henry Honda responding to May 4 2010 e-

mail from Kandi Anderson to 
Honda and Nagle confirming 
Reid and  start dates 
with BC Hydro 

34. E-mail from David Avren to Subject "Privileged and May 5, 2010 
Debbie Nagle, Ray Aldeguer, cc confidential - consulting 
to Henry Honda, Rick Prinja, agreements re RRA issue" -

01249.131288.JB1.13795362.1 
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Tab Document Type Summary of Contents Date 
Albert Lagnado Avren asks whether HR has 

 consulting agreement 

Documents Reviewed in the course of Investigation 

35. Extract of F2009/F201 0 RRA Copy of pages 1507-1511 and October 15, 
Hearing Transcript, Hearing 1535-1551 2008 
Volume 9 

36. Expenditure Authorization September 30, 
Request (EAR) for SAP 2008 
Financials Licensing Phase 1A 

37. EAR for SAP Enterprise March 25, 
Licenses 2009 

38. EAR for Financial Systems July 13, 2009 
Replacement Project; 
Implementation Phase 

Documentation related to meeting with Chief Regulatory Officer,  

39. List of questions and summary Document of questions and May 19, 2010 
of key discussion points with summary of key discussion 

 points of interview with  

Correspondence and Documentation related to meeting with Chief Information 
Officer,  

40. E-mail from Rick Prinja to Henry Subject "RE: Privileged and May 27, 2010 
Honda, David Avren, and Albert confidential - RRA audit" - e-
Lagnado mail correspondence 

confirming agreement with 
approach suggested by Avren 
for interview with  

41. E-mail from Henry Honda to Subject "Meeting" - Honda e- June 2, 2010 
 mailing to set up meeting with 

 

42. E-mail from Henry Honda to Subject "Meeting" - e-mail June 3, 2010 
Meena Lee and  asking Lee to set up meeting 

between Honda and  

43. E-mail from Henry Honda to Subject "Privileged and June 8, 2010 
 cc to David Avren, confidential - Questions" -
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Tab Document Type Summary of Contents Date 
attached questions to  e-mail attaching questions to 

 discuss at next meeting. 

44. E-mail from  to Subject "RE: Privileged and June 14,2010 
Henry Honda, cc to David Avren confidential - Questions" -
with attached answers to  attaches answers to 
questions for CIO interview questions. Answers relate to 

training and RRA preparation, 
transition from Peoplesoft to 
SAP, financials and cost 

45. E-mail from Henry Honda to Subject "RE: meeting?" - June 17,2010 
David Avren,  Honda thanks  for 
attaching additional questions responses to questions, 
for CIO attaches follow-up questions 

to clarify certain points. 
Attached document adds 
additional questions in bold to 
document with  
answers 

46. E-mail from David Avren to Subject "RRA audit" - notes on June 23, 201 0 
David Avren discussion with  and 

 

47. E-mail from David Avren to  Subject "Privileged and June 25, 2010 
 cc to Rick Prinja, confidential - additional 

Henry Honda questions re: RRA" -further 
questions for  

48. Code of Conduct Review List of questions for  May/June 
Questions created by Audit (5 drafts) and general 2010 
Team questions compiled by Audit 

Team 

Draft Report and Correspondence Related to Draft Report 

49. E-mail from David Avren to Subject "privileged and June 29, 2010 
Henry Honda, Albert Lagnado, confidential - re /RRA" 
Rick Prinja - update on evidence given by 

 at hearing when 
questioned by BCUC counsel 

50. E-mail from David Avren to Ray Subject "RRA audit update" - June 29, 2010 
Aldeguer Avren reporting on interview 

with  Indicates this 
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Tab Document Type Summary of Contents Date 
leaves training and financial 
presentations as only 
remaining issues 

51. E-mail from Henry Honda to Subject "Re: privileged and June 29, 2010 
David Avren, Albert Lagnado, confidential - re /RRA" 
Rick Prinja - Honda thanking Avren for 

summary of  
evidence, asks if Avren can 
provide legal perspective on 
situation 

52. E-mail from Rick Prinja to Henry Subject "Special investigation" June 29, 2010 
Honda - Prinja asking Honda for input 

into report draft 

53. E-mail from David Avren to Subject "RE: privileged and June 30, 2010 
Henry Honda, Albert Lagnado, confidential - re /RRA" 
Rick Prinja - Avren providing 

supplemental content to e-mail 
summary of  evidence 
from hearing, including legal 
perspective on BC Hydro 
evidentiary responsibilities 

54. E-mail from David Avren to Subject "RE: privileged and July 5, 2010 
Henry Honda, Albert Lagnado, confidential - re RRA" -
Rick Prinja summary of  evidence 

given at hearing with legal 
analysis of BC Hydro 
evidentiary responsibilities 

55. E-mail from David Avren to Ray Subject "FW: privileged and July 6, 2010 
Aldeguer confidential - re RRA" - Avren 

attaching e-mail to Honda, 
Lagnado, Prinja addressing 
legal perspective on evidence 
given by  at hearing 

56. E-mail from David Avren to Subject ''RE: privileged and July 6, 2010 
Henry Honda, Albert Lagnado, confidential - re RRA" - Avren 
Rick Prinja fixing one word in summary of 

 evidence 

57. E-mails between Charles Reid Subject "Re: Monday mtg" - July 6, 2010 
and Henry Honda question by Reid about 
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Tab Document Type Summary of Contents Date 
whether there will be anything 
in writing circulated in advance 
of scheduled meeting 

58. E-mail from David Avren to Subject "RE: privileged and July 9, 2010 
Henry Honda, Albert Lagnado, confidential - re RRA" - Avren 
Rick Prinja confirming amendment of 

summary of  evidence 
as per Honda voice mail 

59. E-mail from Henry Honda to Subject "Report July Sth.doc"- July 9, 2010 
Albert Lagnado e-mail attaching July 8, 2010 

Report on Code of Conduct 
Review 

60. E-mail from Henry Honda to Subject "Special review July 10, 2010 
Rick Prinja, Albert Lagnado, memo" - e-mail attaching 
attaching Report July 9 V1 latest memo for special 

review, ask for Lagnado and 
Prinja to comment 

61. E-mail from David Avren to Ray Subject "Privileged and July 12, 2010 
Aldeguer, Charles Reid, Debbie confidential - audit report" -
Nagle email thanking recipients for 

input on report 

62. E-mail from Henry Honda to Subject "Draft Memo for July 12, 2010 
David Avren, cc to Albert review - privileged and 
Lagnado, Rick Prinja, attaching confidential" - e-mail attaching 
Special Review Draft Memo V1 draft July 8 memo 

63. E-mail from David Avren to E-mail with attached blackline July 12, 201 0 
Henry Honda, Albert Lagnado, of July 8 memo with edits 
Rick Prinja, attaching Special 
Review Draft Memo V1 

64. E-mail from Henry Honda to Subject "RE: Draft Memo for July 12, 2010 
David Avren, Albert Lagnado, review - privileged and 
Rick Prinja confidential" - Honda 

accepting Avren edits to July 8 
memo 

65. E-mail from Henry Honda to Subject "Draft memo - July 12, 201 0 
Charles Reid, Ray Aldeguer, privileged and confidential" -
Debbie Nagle, cc to David Draft July 8 memo attached in 
Avren, Albert Lagnado, Rick advance of meeting 
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Tab Document Type Summary of Contents Date 
Prinja, attaching Special Review 
Draft Memo V2 

66. E-mail from Henry Honda to Subject "Privileged and July 12, 2010 
  CC to Rick Confidential - Review Draft 

Prinja, Albert Lagnado, David Memo" - e-mail attaching July 
Avren, attaching Special Review 8 memo of BC Hydro review 
Draft Memo V2 and conclusions; seeking 

 comments 

67. E-mail from   to Subject "RE: Privileged and July 12, 2010 
Henry Honda, cc to Rick Prinja, Confidential - Review Draft 
Albert Lagnado, David Avren - Memo" -  reviewed July 

8 memo and provides 
comments for clarification and 
organization 

68. E-mail from Henry Honda to Subject ''Re: Privileged and July12,2010 
  cc to Rick Confidential - Review Draft 

Prinja, Albert Lagnado, David Memo" - e-mail to  
Avreri advising suggested changes 

will be made 

69. E-mail from David Avren to Subject "privilege/distribution" July 12, 2010 
Henry Honda, Albert Lagnado, - reminder that distribution of 
Rick Prinja copy of final report to ARMC 

chair and Thompson should 
be by Legal 

70. E-mail from David Avren to Subject "audit services July 12, 2010 
Henry Honda, cc to Rick Prinja, comments re RRA audit" -
Albert Lagnado Avren comments on memo 

71. E-mail from David Avren to Subject "RE: audit services July 13, 2010 
Henry Honda, cc to Rick Prinja, comments re RRA audit" - e-
Albert Lagnado mails discussing privilege of 

review report 

72. E-mail from Henry Honda to Subject "FW: Revised Memo" July 13, 2010 
Rick Prinja, Albert Lagnado, - e-mail attaching revised July 
attaching Special Review Draft 8 memo, asking Avren 
MemoV3 whether memo still conforms 

to his legal assessment 

73. E-mail from Henry Honda to Subject "FW: Privileged and July 13, 2010 
Albert Lagnado, Rick Prinja, confidential FW: Revised 
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Tab Document Type Summary of Contents Date 
attaching Special Review Draft Memo" - discussion of 
MemoV3 changes to July 8 memo, 

Avren revised slightly 

74. E-mail from Rick Prinja to Henry Subject "RE: Privileged and July 13, 201 0 
Honda, cc to Albert Lagnado confidential FW: Revised 

Memo" - Prinja agreeing with 
Avren revisions to July 8 
memo 

75. E-mail from Henry Honda to Subject "Revised memo- July 13, 201 0 
Charles Reid, Debbie Nagle, privileged and confidential" -
Ray Aldeguer, cc to David e-mail attaching revised July 8 
Avren, Albert Lagnado, Rick memo, asking for review and 
Prinja, attaching Special Review comments 
Draft Memo V4 

76. E-mail from Charles Reid to Subject "RE: Revised memo- July 13, 2010 
Henry Honda, Debbie Nagle, privileged and confidential" -
Ray Aldeguer, cc to David Reid saying this draft of July 8 
Avren, Albert Lagnado, Rick memo represents situation 
Prinja more accurately 

77. E-mail from Ray Aldeguer to Subject "RE: Revised memo- July 13, 2010 
Henry Honda, Charles Reid, privileged and confidential" -
Debbie Nagle, cc to David Aldeguer replying to attached 
Avren, Albert Lagnado, Rick revised July 8 memo, no 
Prinja further comments 

78. E-mail from Henry Honda to Forward of e-mail from Avren July 14, 2010 
Rick Prinja, cc to Albert to Thompson attaching 
Lagnado, attaching Special Special Review Draft Memo 
Review Draft Memo V4 V4 (*this is the final version of 

the report) 

79. E-mail from Rick Prinja to Henry Subject "RE: Privileged and July 14, 2010 
Honda and Albert Lagnado confidential- Revenue 

requirements related issue" -
e-mail in response to e-mail 
from Honda confirming report 
sent to Thompson 

80. E-mail from Henry Honda to Subject "RE: Privileged and July 14, 2010 
Rick Prinja, cc to Albert confidential - Revenue 
Lagnado requirements related issue" -

Honda thanking everyone for 
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Tab Document Type Summary of Contents Date 
work on report 

81. E-mail from Debbie Nagle to Subject ''RE: Revised memo- July 15, 2010 
Henry Honda, Ray Aldeguer, privileged and confidential" -
Charles Reid, cc to David Avren, series of e-mails on July 13, 
Albert Lagnado, Rick Prinja 14 and 15 2010 correcting 

references to SAP licenses 
referred to in July 8 memo 

82. E-mail from Loretta Thwaites to Subject "Voice Mail from July 21, 2010 
Ray Aldeguer David Avren - not urgent just 

fyi" 

83. E-mail from Henry Honda to Series of e-mails between August 4, 5, 
Bonita Thompson, cc to David Honda and Thompson re- and 16, 2010 
Avren, attaching Special Review sending report 
Draft Memo V4 

Reporting of Code of Conduct Complaint to Audit and Risk Management 
Committee (ARMC) of the Board of Directors 

84. Form reporting document to Reporting of complaint that July 2010 
ARMC for Q1 F2011 senior officer misrepresented 

BCH financial information to 
BCUC received by Code of 
Conduct Advisor during 3 
month period ending June 30, 
2010 

85. Copy of Draft Minutes of Meeting discussing, inter alia, September 15, 
September 2010 ARMC meeting Summary of Financial 2010 

Concerns to Code of Conduct 
Advisor. 

In preparing its January 2016 response to the initial December 2015 Complaint from Mr. 
Dix, BC Hydro reviewed the 2010 Code of Conduct Complaint and related documents. 
Tom Laski, BC Hydro's then Chief Regulatory Officer, led that review which resulted in a 
number of the above-listed documents being identified. The below documents are from 
Mr. Laski's review in December 2015. 
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Tab Document Type Summary of Contents Date 

Tom Laski December 2015 Review 

86. Email from Henry Honda to David Email from Honda regarding December 
Avren records related to 2010 Code 10,2015 

of Conduct Complaint 

87. E-mail from Henry Honda to Email from Honda providing December 
David Avren response to questions from 11,2015 

Aldeguer and Avren 
regarding 2010 Code of 
Conduct Complaint 

88. E-mail from David Avren to Ray Email from Avren confirming December 
Aldeguer, cc Tom Loski he has copied his 2010 Code 14,2015 

of Conduct files for Loski 

89. Email from Rick Prinja to Henry Email from Prinja re: December 
Honda gathering information related 16,2015 

to 2010 Code of Conduct 
Complaint 

90. E-mail from Rick Prinja to Tom Email from Prinja re: December 
Loski, cc Albert Lagnado and gathering information related 16,2015 
Henry Honda to the 2010 Code of Conduct 

Complaint and answer to 
Loski questions 

91. E-mail from David Avren to Tom Subject "FW: Privileged and December 
Loski confidential - additional 16,2015 

questions re: RRA" - Avren 
response to Loski re: 2010 
Code of Conduct Complaint 
and investigation 

92. E-mail from Rick Prinja to Henery Subject "FW: Privileged and December 
Honda and Albert Lagnado confidential - additional 16,2015 

questions re: RRA": follow-
up to questions regarding 
2010 Code of Conduct 
Complaint investigation 
between Avren, Prinja and 
Lagnado 

93. E-mail from David Avren to Tom Subject "RE: Investigation"- December 

01249.131288.JB1.13795362.1 



15 

Tab Document Type Summary of Contents Date 

Loski, cc to Henry Honda, Cheryl Avren forwarding answers to 21,2015 
Yaremko, Ray Aldeguer, Rick Loski re: 2010 Code of 
Prinja Conduct Complaint 

94. Email from Henry Honda to David Subject ''RE: Investigation"- December 
Avren and Tom Laski, cc Ray Honda answering questions 23,2015 
Aldeguer, Janet Fraser, Rick from Laski re: 2010 Code of 
Prinja and Albert Lagnado Conduct Complaint 

investigation 

Through BC Hydro's review of the 2010 Code of Conduct Complaint, BC Hydro became 
concerned that the scope of the review was too narrowly focused on legal requirements 
for testimony and document filings with the Commission and whether those legal 
requirements were met. BC Hydro determined that it did not attain the current 
standards for a Code of Conduct investigation. As such, and as reported in BC Hydro's 
January 2016 response to the Complaint, BC Hydro initiated a Code of Conduct review 
in 2016 through the BC Hydro Ethics Office, and conducted by an external investigator. 
A copy of the April 2016 Code of Conduct Investigation is attached at Tab 95. 

Tab Document Type Summary of Contents Date 

2016 Code of Conduct Investigation 

95. Cultural Review: Code of Prepared for BC Hydro by April1, 
Conduct Investigation for BC   2016 
Hydro 
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Summary of the Evidence of a Possible Breach of the Code of Conduct 

The evidence outlined below suggests that Vice President and Chief Information Officer 
(CIO)  misled the BC Utility Commission (BCUC) in the October 2008 
Revep.ue Requirement Application (RRA) Hearings during his testimony, and through 
subsequent written undertakings, on the scope and cost of the BC Hydro Inforri::tation 
Technology and Telecommunication (IT&T) Strategic Plan in general, and on the Enterprise 
Financial Upgrade project specifically. 

If a breach (of the Code of Conduct) did not occur, there is now, at a minimum, the 
appearance of it, given the recently published 20 II RRA and other documents from the 
2009/20 I 0 RRA Hearings publicly available on the BCUC website. 

If it turns out the BCUC was misled in this matter, there is the risk that the Board of 
Directors may have also been misled on the benefits, costs and risks associated with the 
nearly $400M BC Hydro IT&T Five Year Plan, and the SAP Program that will cost more 
than $50M to fully implement. 

Summary of Supporting Documentation 

Copies of supporting documentation are attached. Endnotes referencing the supporting 
documentation are included in this summary. 

The supporting documentation can be grouped into two areas: documents publicly available on the 
BCUC website under the BC Hydro 2009/2010 RRA and 2011 RRA submissions; and internal 
BC Hydro IT&T Strategy Documents and IT Project Business Cases available to a wide audience 
within BC Hydro. The internal BC Hydro documents would most likely be subject to BCUC 
Information Requests (IRs), and even potentially general public Freedom of Information (FOI) 
requests. 

Summary of Evidence 
/..-OOC(/J.tNO 

The ~RR.A proposal was officially submitted to BCUC on February 20, 2008.1 The 
2009/2010 RRA submission included a summary of the planned IT Capital Spend from F2007 to 
F20 1 0 in a table breaking the IT Capital Spend down into projects greater than $2M (Appendix I) 
~ and one page summaries of projects greater than $5M (Appendix J). 3 

The planned IT Capital Spend was $46.8M in F2009 and $40.5M in F20 10.4 Eight projects, 
\ 

includirig the Enterprise Financials Upgrade project, had one page summaries included· in 
Appendix J (projects greater than $5M).5 

During the October 15, 2008 BCUC RRA hearing,   was asked about the state of the 
current IT Strategic Plan. 6 In response to BCUC Information Request (IR) 1. 71.2.2, BC Hydro 

\ had submitted an outdated version of the IT Strategic Plan dated May 2006, and said that the 
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updated IT Plan was scheduled to be presented to the Board in May 2008, and that BC Hydro 
would file the plan as part of evidentiary evidence. 7 

  stated that the new plan was not filed. 8 He said that we (BC Hydro) had started 
doing the analysis in terms of the strategic plan, but we were still working on it. He went on 
to state that, we did establish some principles and directions on which strategy was to be 
governed, with both the BC Hydro Executive Team and the Board through the Audit and 
Risk Committee. That was completed and we are following those (principles and directions), 
but we have not finished the detailed plans and deliverables for all the strategies. 9 

When pressed if the document which established the principles of the IT Strategic Plan could be' 
filed with the BCUC,  said that he could do that. 10 This was later delivered to the 
BCUC as BC Hydro Undertaking No. 62. 11 

In testimony later that day,  was questioned about the proposed F2009/20 10 IT 
Capital Spend and IT Projects listed in Witness Aid A2-21 (Appendix J summaries of projects 
greater than $5M)12 and if there were any cosi!benefit analysis or feasibility studies done for those 
projects. 13 He stated that projects listed as in the Definition phase or Identification phase did not 
have fonnal business cases done at that point.14 

. 

He was later specifically asked questions about the PeopleSoft Financial ~ystem and the project 
justification for the Enterprise Financial Upgrade Project. 15 

· 

The BCUC commissioner read out the description of the Enterprise Financial Upgrade Project. 
"This project involves the upgrade of People Soft Financial Software from the version currently 
used, to PeopleSoft enterprise financial management, release 9.0." 16 

 was then asked to give the BCUC panel some sense of the enhancements in financial 
reporting by release 9. 0. 17 

As part ofhis responses to the questioning,  stated that, "We are, in fact, looking at 
PeopleSoft as one of the solutions, but we are also looking at other options, just in case we want to 
find a better solution."18 

When asked if there may be a risk that BC Hydro would need to purchase a further release to 
accommodate the IFRS (International Financial Reporting Standards) changes,  
replied, " ... I think the capital forecast that was done in the initial budget was fairly pessimistic, in 
current terms of capability and what changes had to be made to tl1e software.' So within the scope 
of financial constraints, I think we're- I think the project is probably fine, but, yeall, yes, the 
answer is we have to review their proposal- or the processes to ensure that we can deliver in the 
future." 19 

The submitted Appendix J one page summary for the $7.2M Enterprise Financial Upgrade Project 
clearly states in its section on the Discussion of Alternatives that to re-platform the Financial 
System to SAP Software instead of just upgrading PeopleSoft would cost between $30M to 
$40M, would take away significant resources from other BC Hydro IT Projects, would take two to 
three years, and was not considered an appropriate option for BC Hydro. 20 
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At no time during his testimony did  state that there were any plans to spend more 
than amounts listed in the Appendix I table of the planned IT Capital Spend in the 2009/2010 
RRA- $46.8MinF2009 and $40.5M inF2010.21 

He also did not indicate there were any changes or additions to the eight IT projects greater than 
$5M listed in Appendix J of the RRA, even though at the time of the hearing most of the eight 
projects had been cancelled or changed substantially.22 

When  eventually submitted his response to BC Hydro Undertalcing No.62 on 
October 28, 2008, he submitted an earlier version called IT Summary dated October 31, 2007, 

- which did not include ariy reference to SAP software or the plan to increase the IT Capital Spend. 
23 

 did not submit the IT&T Strategy document which had established the principles and 
directions on which the strategy would be governed, that had been approved by the Executive 
Team and presented to the Audit and Risk Committee of the Board in May 2008. 24 It was this 
document, not the October 31, 2007 document, that had been requested by the BCUC and that  

 appears to have committed to file?5 

The May 2008 IT&T Update on Strategy Development document clearly states in the last 
paragraph on page 6 that for all major initiatives, SAP will be used as the default solution.26 The 
document also states on page 4 an additional capital investment of $32-3 8M niay be required 
above the historic annmil IT Plan amount of$45M.27 

The May 2008 document also corresponds to the updated IT Plan document referenced in the 
BCUC IR 1. 71.2.2 response that was scheduled to be presented to the board in May 2008, and that 
BC Hydro was to later file the plan as part of evidentiary evidence?8 

· 

 used this- May-2008-I'f Strat€gy decumentas part ofth€ business case to purchase 
SAP Financial Software licenses in F2009. This business case to purchase millions of dollars of 
SAP Financial Software licenses was also signed by  prior to his October 15, 2008 
BCUC hearing testimony. 29 

- · 

It is not known if this May 2008 IT Strategy document was purposely withheld from the BCUC so 
that the plan to implement the Enterprise Financial Upgrade Project using SAP software and the· 
anticipated increase in IT spending would not be exposed during the hearing. 

Fiscal 2011 Revenue Requirement Application . 

The F2011 RRA proposal was officially subinitted to BCUC on March 3, 2010?0 Appendix I of 
the F2011 states that the actual IT Capital Spend for F2009 was $61.9M (50.3+ 11.6) 31 versus the 
2009/201 0 RRA planned amount of $46. 8M32

, a 32% variance. The forecasted IT Capital Spend 
for F2010 is now forecasted to be $90.5M (77.6+12.9i3 versus the 2009/2010 RRAplanned 
amount of$40.5M34

, a 123% variance. 

Appendix I and J of the F20 11 RRA proposal now lists several SAP related projects in both F2009 
and F2010. The Enterprise Financial Upgrade Project originally planned at $7.2M in the 
2009/2010 RRA is now forecasted at $14.1M to implement SAP financials.35 

Confidential 
3/6 



Confidential 

The $14.1M amount to implement SAP :financials, also does not include the $4.2M for SAP 
Common Infrastructure, the $3.3M for SAP Financial Software licenses, and the $9M·spent in 
F2009 and F20 10 for the Entefljrise Service Bus (primarily to suppmi SAP integration) listed in 
Appendix I of the F20 11 RRA. 6 Based on this, the capital expenditure alone to implement SAP 
Financials has been greater than $30M. If you also add in the operating costs associated -with the 
project, the original estin1ate of $30M to $40M tore-platform the Financial System to SAP 
Software, as stated in the Discussion of Alternatives section of $7 .2M Enterprise Financial 
Upgrade Project summary in Appendix J of the 2009/2010 RRA, appears to have been accurate.37 

Appendix I and J of the F2011 RRA also lists $20M for the Plan and Schedule Work 
Management (PSW) ProjeCt, $15M for the Project & Portfolio Management (PPM) Project and 
the $10.2M for the Human Resources Information System (HRIS) Replacement Initiative, all of 
which the CIO is planning to use SAP as the default solution?8 

The BC Hydro IT&T Five Year Plan- Year 2, included as Appendix N ofF2011 RRA 
submission estimates the total five year IT Capital spend at nearly $400M.39 The SAP Program 
portion of this is far in excess of $50M, but in Appendix I of the F20 11 RRA submission, the 
program is broken down in to a set of discrete projects, none exceeding $20M.40 

Conclusions and Recommendations 

This evidence suggests that the Vice President and Chief Information Officer  misled 
the BC Utility Commission in the October 2008 RRA Hearings during his testimony. With the 
recent release of the F2011 RRA submission, almost all of this evidence is now publically 

· available on the BCUC website. 

If a breach (of the Code of Conduct) did not occur, there is now, at a minimum, the 
appearance of it, given the recently published 2011 RRA and other documents from the 
2009/2010 RRA Hearings publicly available on the BCUC website. 

Given the importance and sensitivity associated with the proposed rate increases in the F20 11 
RRA submission, even the appearance of attempting to mislead the BC Utility Commission 
in fmancial matters, or not being seen to perform the proper due diligence on a proposed SAP 
IT Program far in excess of$50M, could bring serious harm to BC Hydro's reputation. 

It is recommended that   testimony to the BCUC in the October 2008 RRA 
Hearings, and his parts of the F20 11 RRA submission, be reviewed to establish if there has 
been any intent to mislead the BC Utility Commission. 

Considering the total cost of the IT&T Five Year Plan is listed at nearly $400M (not . 
including the proposed $920M for the Smart Metering Program and Smart Grid Program, 
also listed in Appendix J of the 2011 RRA)41

, it is also highly recommended that tl1e Board 
have a,n independent assessment done on the IT&T Five Year Plan and its supporting 
business cases. It is specifically recommended that the risks associated with scope, cost and 
schedule of the. five year program as outlined in the "BC Hydro IT&T Five Year Plan- Year 
2", and the $23.9M in planned FlO annual cost reduction be examined fully. 42 
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EndNotes 

1 Fiscal 2009/2010 Revenue Requirements Application dated February 20, 2008- BC Hydro Exhibit B-1 (available on the 
BCUC website) 

2 Page 10 - Appendix I - F2007- F20 10 Capital Expenditures, Information Technology- Fiscal2009/201 0 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

3 Pages 82 to 93 • Appendix J -Fiscal 2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC 
website) · 

4 Page 10- Appendix I- F2007- F20Hi Capital Expenditures, Informatior{ Technology- Fiscal2009/2010 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

5 Pages 82 to 93 -Appendix J- Fiscal2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC 
website) 

6 Page 1508line 4- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9 -Oral Hearing- October 15, 
2008. (BCUC website) 

7 BCUC Information Request (IR) 1.71.2.2 dated March, 2008- BC Hydro Exhibit B-5-1 (BCUC website) 

8 Page 1508line 17- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9- Orru Hearing- October 15, 
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9 Page 1509line 3- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9- Oral Hearing- October 15, 
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10 Page i5091ine 19- BC Hydro Revenue Requirement F2009, F2010-Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

11 BC Hydro F09/F10 Revenue Requirements Application- BC HYDRO UNDERTAKING No. 62- BC Hydro Exhibit B-
78 (available on the J?CUC website) 

12 Witness Aid A2-21 Appendix J oftheBC Hydro F09/F10 Revenue Requirements Application (BCUC website) 

13 Page 1537line 11- BC Hycfro Revenue Requirement F2009, F2010 -Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

14 Page 1537line 15- BC Hydro Revenue Requirement F2009, F2010-Transcript Volume 9 -Oral Hearing- October 15, 
2008. (BC::UC website) 

15 Page 1548line 5- BC Hydro Revenue Requirement F2009, F2010-TranscriptVolume 9 -Oral Hearing- October 15, 
2008. (available on the BCUC website) 

16 Page 1548line 17- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

17 Page 1548line 23- BC Hydro Revenue Requirement F2009, F2010-Transcript Volume 9- Oral Hearing- October 15,. 
2008. (BCUC website) 

18 Page 1549 line 12- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

19 Page 1550 line 17- BC Hydro Revenue Requirement F2009, F2010 -Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

20 Page 89- Appendix J- Fiscal2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

21 Page 10 - Appendix I - Fiscal2009/20 10 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 
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22 Pages 82 to 93- Appendix J- Fiscal2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC 
yvebsite) 

23 BC Hydro F09/FIO Revenue Requirements Application- BC HYDRO UNDERTAK.ING No. 62- BC Hydro Exhibit B-
78 (BCUC website) 

24 IT&T Update on Strategy Development- May 22, 2008 Audit and Risk Management Committee Meeting of the Board 
(Internal BC Hydro Documents, not available on the BCUC website) 

' 25 Page 1509line 19- BC Hydro Revenue Requirement F2009, F2010- Transcript Volume 9- Oral Hearing- October 15, 
2008. (BCUC website) 

26 Page 6 IT&T Update on Strategy Development- May 22, 2008 Audit and Risk Management Committee Meeting of the 
Board (Internal BC Hydro Documents, not available on the BCUC website) 

27 Page 4 IT&T Update on Strategy Development- May 22, 2008 Audit and Risk Management Committee Meeting of the 
Board (Internal BC Hydro Documents, not available on the BCUC website) 

28 BCUC Information Request (IR) 1.71.2.2 dated March, 2008- BC Hydro Exhibit B-5-1 (BCUC website) 

29 SAP Financial Software Licenses Business Case- EAR# 1122961 (Internal BC Hydro Documents, not available on the 
BCUC website). 

3° Fiscal2011 Revenue Requirement Application dated March 3, 2010 -BC Hydro Exhibit B-1 (BCUC website) 

31 Page 13- Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

32 Page 10- Appendix I- F2007- F2010 Capital Expenditures, Information Technology- Fiscal2009/2010 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

33 Page 13 -Appendix I- F2009 :._ F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

34 
Page 10 - Appendix I - F2007- F20 10 Capital Expenditures, Information Technology - Fiscal 2009/2010 Revenue 

Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

35 Page 83- Appendix J- Fiscal 2011 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

36 Page 13- Appendix I- F2009-F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (available on the BCUC website) 

37 Page 89- Appendix J- Fiscal2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

38 Pages 82, 84 .and 87 Appendix J - Fiscal20ll Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC 
website) 

39 Page 31 -Appendix N-BC Hydro IT&T Five Year Plan dated November 18, 2009 -Fiscal 2011 Revenue Requirement 
Application. (BCUC website) 

.~ 

40 Page 13 -Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fiscal 2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

41 Page 113- Appendix J- Fiscal 2011 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

42 Page 3 0 - Appendix N - BC Hydro IT&T Five Year Plan dated November 18, 2009 - Fiscal 2011 Revenue Requirement 
Application. (BCUC website) 
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Ex\~CJcT 

• The status of an outstanding audit recommendation will continue to be reported to the Board 
until management; Audit Services and the board are satisfied that the recommendation has 
been addressed. 

COMPLIANCE AUDITS 

Corporate Policy Compliance audits of individual business groups assess compliance with 
corporate policies and effectiveness of management controls. They provide high level assurance 
of policy compliance, but do not replace each business group's responsibility for maintaining its 
own control environment and complying with corporate policies. Th.e specific policies and 
procedures covered by compliance audits are listed in the standard compliance audit planning 
memo. 

SPECIAL REVIEWS/ FRAUD INVESTIGATIONS 

BC Hydro has an Ethics Officer who provides independent and confidential advice on the 
interpretation and application of the Director and Employee Code of Conduct and recommends 
actions needed to eliminate or address a conflict of interest 

BC Hydro also has an External Code Advisor who reports to the Corporate Governance 
Committee who provides advisory services to members of the Board Directors of BC Hydro or 
any of its subsidiaries, and Executive Officers on matters pertaining to BC Hydro's Code of 
Conduct. 

The Ethics Officer relies on Audit Services to review and investigate any allegations received that 
relate to Code of Conduct violations or Audit & Accounting Issues. The process is as follows: 

Allegations to be sent to Audit Services: 

As per the Code of Conduct Policy, Audit Services is responsible to review allegations pertaining 
to accounting and auditing concerns for financial statement reporting and for conflicts of interest 
that have a financial element (ie. award of contracts, etc.). 

In addition, although not specifically stated in the Code of Conduct policy, as the Ethics Officer 
receives allegations with regards to non-compliance with Corporate policies (financial or risk 
related), safeguard of assets and internal control weaknesses, it was agreed that it would be 
beneficial for Audit Services to review and investigate these allegations and to determine if they 
are systemic and I or material. 

Therefore, the following is a summary of the types of allegations which should be sent to Audit 
Services for preliminary review: 

1. Allegation relating to concerns regarding questionable accounting or auditing 
matters with regards to financial statement reporting. Examples include: 
• Fraud or deliberate error in the preparation, evaluation, review or audit of any 

financial statements of the Company; 
• Fraud or deliberate error in the recording or maintaining of financial records of the 

Company; 
• Deficiencies in or non-compliance with the Company's internal accounting controls; 
• Misrepresentations or false statements to or by an officer of the Company or an 

accountant regarding a matter contained in the financial records, financial reports or 
audit reports of the Company; or 

• Deviation from reporting of the Company's financial condition as required by 
applicable laws and regulations. 
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2. Allegations relating to non-compliance with Corporate Policies (financial or risk 
related) and internal control weaknesses. Examples include: 
• Financial or procurement policy violations (Financial Approval Procedure, 

Purchasing, Local Purchasing of Goods and Services, Banking, Financing and 
Credit) 

• Operational control weaknesses and deficiencies which have a direct financial 
impact. 

3. Allegations relating to the safeguard of assets: 
• Improper or unauthorized expenditures of the Company's funds; and 
• Improper or unauthorized use of the Company's assets 

If it is difficult to determine applicability, Audit Services will discuss with the CFO and the Ethics 
Officer. If it is determined that the allegation is not applicable under the categories noted above, 
Audit Services will suggest the appropriate person to review the allegation. 

Materiality 

All allegations of fraud or intentional/deliberate error in relation to accounting, auditing or financial 
reporting matters and intentional/deliberate non-compliance with corporate policies and internal 
controls should be reviewed by Audit Services, regardless of materiality. 

However, where the elements of fraud or deliberate intent are not present, Audit Services will use 
a general materiality threshold of $100,000 prior to reviewing the allegation in further detail 
(certain allegations may warrant a lower materiality amount). If the allegation is below $100,000, 
Audit Services will then suggest to the Ethics Officer, the appropriate person to review the 
allegation. 

Coordination 

Investigations should coordinate with the Corporate HR Group, Corporate Security Group, or the 
legal department when applicable. 

In addition, from time to time, Senior Management may ask Audit Services to review or 
investigate specific areas of the Company or processes where issues have been identified. The 
review process will depend on the issues identified and the areas involved. 

See Appendix C for related decision and reporting process. 
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APPENDIX C- CODE OF CONDUCT PROCESS 

Ethics Officer 
forwards allegation J---,.. 

to Audit (1) 

Audit returns 
allegation to Ethics 
Officer: 

1. Audit suggests 
appropriate person 
to contact (input 
from CFO) 
2. Reconsiders 
whether the 
allegation is 
applicable under the 
Financial Disclosure 
policy 

Ethics Officer 
reports back to 
reporting employee 

Ethics Officer 
reports back to 
reporting employee 

(may request Audit 
to contact reporting 
employee) 

Audit reviews 
allegation and 
confirms 
applicability to 
Audit and 
considers 
mat13riality 
thre~hold 

,-G;J 

I Yes I Preliminary review 
to determine if it 
relates to CEO, 
CFO or Legal 

I Yes I 

G;J 

I Relates to I Discuss with I__. 
CEO, LeQal CFO 

CFO I CEO 
CEO, CFO I AFC Chair 

--·-·-·-·-----·-----·-·1 
1 --·-........ _,_ .. __ , _____ ·-·---·----ll ~;~~~~i~:~ance 

1 1 (1) Allegations can .be I from other groups l 
! received by the Ethics •

1 

! within BC Hydrol' 
i Officer directly or through . and ABSU 
j a Confidence Line which 1 ~-:::::::=.::_ -· ....... :l .. 
i is a i I For purposes of 
i confidential/anonymous i i this process the I 
! service provided for I i general guideline I 
! employees who may not II II for materiality is 
l trust their employer to $100,000. ! 
j bring a complaint ~r ! 

1 
However, certain ! 

I concern directly to the1r I 1 allegations may I 
' . I! I I 
1 attention 1 i warrant a ower ! 

L. ......... ·--------·-.. ···---·--·---_1 L.: .. ~~~.~~.~.~--~:~.~~~-....i 

Inform CFO and Legal of 

allegation Not enough info available 
(For confidentiality to conclude without 
purposes, obtain consent further work which may 

Review to determine 
if allegation is valid 
(2) 

1 
Discuss with Ethics 
Officer Advisor and 

CFO 

T 
Finalize review 

T 
Report to AFC and 
Ethics Officer that 

allegation was not valid 
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impair anonymity of 
reporting employee 

Discuss with Ethics 
Officer and I or CFO 
options for further review 
(ie. full audit, ask 
reporting employee for 
further Info, etc) 

~ 
Complete review (1) 

~ 

I Valid allegations, discuss with 
Ethics Officer and CFO 

~ 
If part of a larger 

audit, AFC 
receives audit 
report. Ethics 

Officer receives 
summary review 

results of 
allegation. 

T 
Prepare report, 
provide to legal 
for review 

1 
Report to AFC 
and Ethics 
Officer: 
1. Issue 
2. Findings 
3. Conclusion 
4. Recommend 
15. Next Steps 



From: Advisor, Code of Conduct <codeofconduct.advisor@bchydro.com> 
Sent: Apr-06-2010 12:30:26 pm 
To: Aldeguer, Ray </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=RALDEGUE>; Nagle, 
Debbie </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=DEBNAGLE> 
Cc: 
Bee: 
Subject: Disclosure of possible breach 

I have received a report relating to the BCUC process. It is very well documented. I would 
appreciate an informal conversation with both of you to discuss whether there is a potential 
breach based on the facts provided and if so how to proceed with the information. 

The matter has been reported with a high degree of concern about confidentiality and there is 
some indication that the report may be time sensitive. 

I am available this afternoon but am likely to be headed for   tomorrow morning for a 
couple of days. 

I look forward to hearing from you. 

Regards, Bonita 

Bonita J. Thompson, Q.C.  

Code of Conduct Advisor 
confidential line: 604-623-4419 



From: Code of Conduct Advisor <bonita_thompson@shaw.ca> 
Sent: Apr-06-2010 02:33:02 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: Re: Disclosure of possible breach 

Could you call me at . It is my landline in  Thanks b 

Sent from my BlackBerry device on the Rogers Wireless Network 

From: '"'Aldeguer, Ray"" [Ray.Aldeguer@bchydro.com] 
Date: Tue, 06 Apr 2010 13:53:20 -0700 
To: Advisor, Code ofConduct[codeofconduct.advisor@bchydro.com]; 
[bonita_thompson@shaw.ca] 
Cc: Grant, Davina[Davina. Grant@bchydro. com] 
Subject: RE: Disclosure of possible breach 

Hi Bonita, 

Ray and Debbie could be available at 4:30pm today for a call with you. I 11 send you a meeting 
notice. I believe we should call you at  Please let me know if this isn t the number 
to call. Thanks Bonita. 

Loretta 

From: Advisor, Code of Conduct 
Sent: 2010, April 06 12:30 PM 
To: Aldeguer, Ray; Nagle, Debbie 
Subject: Disclosure of possible breach 

I have received a report relating to the BCUC process. It is very well documented. I would 



appreciate an informal conversation with both of you to discuss whether there is a potential 
breach based on the facts provided and if so how to proceed with the information. 

The matter has been reported with a high degree of concern about confidentiality and there is 
some indication that the report may be time sensitive. 

I am available this afternoon but am likely to be headed for   tomorrow morning for a 
couple of days. 

I look forward to hearing from you. 

Regards, Bonita 

Bonita J. Thompson, Q.C.  

Code of Conduct Advisor 

confidential line: 604-623-4419 



From: Advisor, Code of Conduct <codeofconduct.advisor@bchydro.com> 
Sent: Apr-06-2010 05:01:27 pm 
To: Aldeguer, Ray </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=RALDEGUE>; Nagle, 
Debbie </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=DEBNAGLE> 
Cc: 
Bee: 
Subject: Summary ofDisclosure 

I see now that it is only the summary but it is heavily end noted. 

Regards, Bonita 

Bonita J. Thompson, Q.C. 

Code of Conduct Advisor 
confidential line: 604-623-4419 
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Summary of the Evidence of a Possible Breach of the Code of Conduct 

The evidence outlined below suggests that Vice President and Chief Information Officer 
(CIO)  misled the BC Utility Commission (BCUC) in the October 2008 
Revenue Requirements Application (RRA) Hearings during his testimony, and through 
subsequent written undertakings, on the scope and cost of the BC Hydro Information 
Technology and Telecommunication (IT&T) Strategic Plan in general, and on the Enterprise 
Financial Upgrade project specifically. 

If a breach (of the Code of Conduct) did not occur, there is now, at a minimum, the 
appearance of it, given the recently published 2011 RRA and other documents from the 
2009/2010 RRA Hearings publicly available on the BCUC website. 

If it turns out the BCUC was misled in this matter, there is the risk that the Board of 
Directors may have also been misled on the benefits, costs and risks associated with the 
nearly $400M BC Hydro IT&T Five Year Plan, and the SAP Program that will cost more 
than $50M to fully implement. 

Summary of Supporting Documentation 

Copies of supporting documentation are attached. Endnotes referencing the supporting 
documentation are included in this summary. 

The supporting documentation can be grouped into two areas: documents publicly available on the 
BCUC website under the BC Hydro 2009/201 0 RRA and 2011 RRA submissions; and internal 
BC Hydro IT&T Strategy Documents and IT Project Business Cases available to a wide audience 
within BC Hydro. The internal BC Hydro documents would most likely be subject to BCUC 
Inforn1ation Requests (IRs), and even potentially general public Freedom of Information (FOI) 
requests. 

Summary of Evidence 

The 2009/2010 RRA proposal was officially submitted to BCUC on February 20,2008.1 The 
2009/2010 RRA submission included a summary of the planned IT Capital Spend from F2007 to 
F20 1 0 in a table breaking the IT Capital Spend down into projects greater than $2M (Appendix I) 
2 and one page summaries of projects greater than $5M (Appendix J). 3 

The plrumed IT Capital Spend was $46.8M in F2009 and $40.5M in F2010.4 Eight projects, 
including the Enterprise Financials Upgrade project, had one page summaries included in 
Appendix J (projects greater thru1 $5M).5 

During the October 15, 2008 BCUC RRA hearing,   was asked about the state of the 
current IT Strategic Plan.6 In response to BCUC Information Request (IR) 1.71.2.2, BC Hydro 
had submitted an outdated version of the IT Strategic Plan dated May 2006, and said that the 
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updated IT Plan was scheduled to be presented to the Board in May 2008, and that BC Hydro 
would file the plan as part of evidentiary evidence? 

 stated that the new plan was not filed. 8 He said that we (BC Hydro) had started 
doing the analysis in terms of the strategic plan, but we were still working on it. He went on 
to state that, we did establish some principles and directions on which strategy was to be 
governed, with both the BC Hydro Executive Team and the Board through the Audit and 
Risk Committee. That was completed and we are following those (principles and directions), 
but we have not finished the detailed plans and deliverables for all the strategies. 9 

When pressed if the document which established the principles of the IT Strategic Plan could be 
filed with the BCUC,  said that he could do that. 10 This was later delivered to the 
BCUC as BC Hydro Undertaking No. 62. 11 

In testimony later that day,  was questioned about the proposed F2009/20 10 IT 
Capital Spend and IT Projects listed in Witness Aid A2-21 (Appendix J summaries of projects 
greater than $5M)12 and if there were any cost/benefit analysis or feasibility studies done for those 
projects.13 He stated that projects listed as in the Definition phase or Identification phase did not 
have formal business cases done at that point.14 

He was later specifically asked questions about the PeopleSoft Financial System and the project 
justification for the Enterprise Financial Upgrade Project. 15 

The BCUC commissioner read out the description of the Enterprise Financial Upgrade Project. 
"This project involves the upgrade of People Soft Financial Software from the version currently 
used, to PeopleSoft enterprise financial management, release 9.0." 16 

 was then asked to give the BCUC panel some sense of the enhancements in financial 
reporting by release 9.0. 17 

As part of his responses to the questioning,  stated that, "We are, in fact, looking at 
PeopleSoft as one of the solutions, but we are also looking at other options, just in case we want to 
find a better solution."18 

When asked if there may be a risk that BC Hydro would need to purchase a further release to 
accommodate the IFRS (International Financial Reporting Standards) changes,  
replied, " ... I think the capital forecast that was done in the initial budget was fairly pessimistic, in 
current terms of capability and what changes had to be made to the software. So within the scope 
of financial constraints, I think we're- I think the project is probably fine, but, yeah, yes, the 
answer is we have to review their proposal- or the processes to ensure that we can deliver in the 
future." 19 

The submitted Appendix J one page summary for the $7.2M Enterprise Financial Upgrade Project 
clearly states in its section on the Discussion of Alternatives that tore-platform the Financial 
System to SAP Software instead of just upgrading PeopleSoft would cost between $30M to 
$40M, would take away significant resources from other BC Hydro IT Pr~ects, would take two to 
three years, and was not considered an appropriate option for BC Hydro. 2 
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At no time during his testimony did  state that there were any plans to spend more 
than amounts listed in the Appendix I table of the planned IT Capital Spend in the 2009/2010 
RRA- $46.8M in F2009 and $40.5M in F2010?1 

He also did not indicate there were any changes or additions to the eight IT projects greater than 
$5M listed in Appendix J of the RRA, even though at the time of the hearing most of the eight 
projects had been cancelled or changed substantially.22 

When  eventually submitted his response to BC Hydro Undertaking No.62 on 
October 28, 2008, he submitted an earlier version called IT Summary dated October 31, 2007, 
which did not include any reference to SAP software or the plan to increase the IT Capital Spend. 
23 

 did not submit the IT&T Strategy document which had established the principles and 
directions on which the strategy would be governed, that had been approved by the Executive 
Team and presented to the Audit and Risk Committee of the Board in May 2008. 24 It was this 
document, not the October 31, 2007 document, that had been requested by the BCUC and that  

appears to have committed to file?5 

The May 2008 IT&T Update on Strategy Development document clearly states in the last 
paragraph on page 6 that for all major initiatives, SAP will be used as the default solution?6 The 
document also states on page 4 an additional capital investment of$32-38M may be required 
above the historic annual IT Plan amount of $45M.27 

The May 2008 document also corresponds to the updated IT Plan document referenced in the 
BCUC IR 1. 71.2.2 response that was scheduled to be presented to the board in May 2008, and that 
BC Hydro was to later file the plan as part of evidentiary evidence.28 

 used this May 2008 IT Strategy document as part of the business case to purchase 
SAP Financial Software licenses in F2009. This business case to purchase millions of dollars of 
SAP Financial Software licenses was also signed by  prior to his October 15, 2008 
BCUC hearing testimony. 29 

It is not known if this May 2008 IT Strategy document was purposely withheld from the BCUC so 
that the plan to implement the Enterprise Financial Upgrade Project using SAP software and the 
anticipated increase in IT spending would not be exposed during the hearing. 

Fiscal20 11 Revenue Requirement Application 

The F2011 RRA proposal was officially submitted to BCUC on March 3, 2010.30 A~pendix I of 
the F2011 states that the actual IT Capital Spend for F2009 was $61.9M (50.3+11.6) versus the 
2009/2010 RRA planned amount of $46.8M32

, a 32% variance. The forecasted IT Capital Spend 
for F2010 is now forecasted to be $90.5M (77.6+ 12.9)33 versus the 2009/2010 RRA planned 
amount of$40.5M3

\ a 123% variance. 

Appendix I and J of the F2011 RRA proposal now lists several SAP related projects in both F2009 
and F2010. The Enterprise Financial Upgrade Project originally planned at $7.2M in the 
2009/2010 RRA is now forecasted at $14.1M to implement SAP financials.35 
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The $14.1M amount to implement SAP fmancials, also does not include the $4.2M for SAP 
Common Infrastructure, the $3.3M for SAP Financial Software licenses, and the $9M spent in 
F2009 and F2010 for the Enterprise Service Bus (primarily to support SAP integration) listed in 
Appendix I of the F2011 RRA.36 Based on this, the capital expenditure alone to implement SAP 
Financials has been greater than $30M. If you also add in the operating costs associated with the 
project, the original estimate of$30M to $40M to re-platfonn the Financial System to SAP 
Software, as stated in the Discussion of Alternatives section of$7.2M Enterprise Financial 
Upgrade Project summary in Appendix J of the 2009/2010 RRA, appears to have been accurate.37 

Appendix I and J ofthe F2011 RRA also lists $20M for the Plan and Schedule Work 
Management (PSW) Project, $15M for the Project & Portfolio Management (PPM) Project and 
the $1 0.2M for the Hun1an Resources Information System (HRIS) Replacement Initiative, all of 
which the CIO is planning to use SAP as the default solution.38 

The BC Hydro IT&T Five Year Plan-Year 2, included as Appendix N of F20 11 RRA 
submission estimates the total five year IT Capital spend at nearly $400M.39 The SAP Program 
portion of this is far in excess of$50M, but in Appendix I of the F2011 RRA submission, the 
program is broken down in to a set of discrete projects, none exceeding $20M.40 

Conclusions and Recommendations 

This evidence suggests that the Vice President and Chief Information Officer  misled 
the BC Utility Commission in the October 2008 RRA Hearings during his testimony. With the 
recent release of the F2011 RRA submission, almost all of this evidence is now publically 
available on the BCUC website. 

If a breach (of the Code of Conduct) did not occur, there is now, at a minimum, the 
appearance of it, given the recently published 2011 RRA and other documents from the 
2009/2010 RRA Hearings publicly available on the BCUC website. 

Given the importance and sensitivity associated with the proposed rate increases in the F20 11 
RRA submission, even the appearance of attempting to mislead the BC Utility Commission 
in financial matters, or not being seen to perform the proper due diligence on a proposed SAP 
IT Program far in excess of $50M, could bring serious harm to BC Hydro's reputation. 

It is recommended that  testimony to the BCUC in the October 2008 RRA 
Hearings, and his parts of the F2011 RRA submission, be reviewed to establish if there has 
been any intent to mislead the BC Utility Commission. 

Considering the total cost of the IT&T Five Year Plan is listed at nearly $400M (not 
including the proposed $920M for the Smmi Metering Program and Smmi Grid Program, 
also listed in Appendix J of the 2011 RRA)41

, it is also highly recommended that the Board 
have an independent assessment done on the IT&T Five Year Plan and its supporting 
business cases. It is specifically recommended that the risks associated with scope, cost and 
schedule of the five year program as outlined in the "BC Hydro IT&T Five Year Plan-Year 
2", and the $23.9M in planned Fl 0 annual cost reduction be examined fully. 42 
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29 SAP Financial Software Licenses Business Case- EAR# 1122961 (Internal BC Hydro Documents, not available on the 
BCUC website). 

3° Fiscal2011 Revenue Requirement Application dated March 3, 2010- BC Hydro Exhibit B-1 (BCUC website) 

31 Page 13 -Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

32 Page 10- Appendix I- F2007- F2010 Capital Expenditures, Information Technology- Fiscal2009/2010 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

33 Page 13 -Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fisca12011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

34 Page 10 -Appendix I - F2007- F201 0 Capital Expenditures, Information Technology- Fiscal 2009/2010 Revenue 
Requirement Application - BC Hydro Exhibit B-1 (BCUC website) 

35 Page 83- Appendix J- Fisca12011 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

36 Page 13- Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application- BC Hydro Exhibit B-1 (available on the BCUC website) 

37 Page 89- Appendix J- Fiscal2009/2010 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

38 Pages 82, 84 and 87 Appendix J -Fiscal 2011 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC 
website) 

39 Page 31 -Appendix N-BC Hydro IT&T Five Year Plan dated November 18, 2009 -Fiscal 2011 Revenue Requirement 
Application. (BCUC website) 

40 Page 13- Appendix I- F2009- F2011 Capital Expenditures, Information Technology & Telecom- Fiscal2011 Revenue 
Requirement Application - BC Hydro Exhibit B-1 (BCUC website) 

41 Page 113- Appendix J- Fiscal2011 Revenue Requirement Application- BC Hydro Exhibit B-1 (BCUC website) 

42 Page 30 -Appendix N-BC Hydro IT&T Five Year Plan dated November I 8, 2009 -Fiscal 2011 Revenue Requirement 
Application. (BCUC website) 
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From: Nagle, Debbie <Debbie.Nagle@bchydro.com> 
Sent: Apr-07-2010 06:38:59 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Ce: 
Bee: 
Subject: Re: Code Of Conduct Matter 

Will do- I am in at 7:00!! He will have time to pre-read. 

Deb 

From: Aldeguer, Ray 
To: Nagle, Debbie 
Sent: Wed Apr 07 18:29:26 2010 
Subject: Code Of Conduct Matter 

Hi Deb, I wasn t sure if you had provided Charles with a copy of the material that Bonita gave us 
the other day. If not, I was thinking that it might be a good idea to share that with him ahead of 
our 10:30 am meeting tomorrow so that he has an opportunity to digest. I did meet with Charles 
earlier today and gave him the gist of the matter so he wont be surprised to receive the material. 
In the event that you rein earlier than me (which is par for the course!), would you mind giving 
him a hard copy of what Bonita gave us? Failing that I will be sure to do so just as soon as I 
arnve. 

Have a great evening! 

Ray. 

******************************************** 

RAY A. ALDEGUER 

Senior Vice-President 

Corporate Resources and General Counsel 



Dunsmuir 18 

Phone: 623-4513 /74513 

Fax: 623-4323 /74323 

e-mail: ray.aldeguer@bchydro.com 

This message is intended for the use of the individual or entity to which it is addressed and may 
contain information that is privileged, confidential, or otherwise exempt from disclosure. Any 
other distribution, copying or disclosure is strictly prohibited. If you have received this message 
in error, please notify me at (604) 623-4513 or by return e-mail and destroy all copies of this 
communication. Thank you. 



From: Reid, Charles <Charles.Reid@bchydro.com> 
Sent: Apr-19-2010 11:47:02 am 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com>; Nagle, Debbie 
<Debbie.Nagle@bchydro.com> 
Cc: 
Bee: 
Subject: FW: Last meeting 

fyi 

From: Advisor, Code of Conduct 
Sent: 2010, April 19 11:03 AM 
To: Reid, Charles 
Subject: Last meeting 

I was contacted today by the employee whose disclosure/report we discussed recently.  
advised that BCUC has submitted info request #1 to be responded to in May. The employee said 
that this request contains similar probing questions to those the employee asked. 

We agreed to have a follow up meeting within a week to discuss next steps in this report. I 
happen to be in Vancouver on Friday for meetings on D18. I have time available from 11:30 to 2. 
Would this time work for you? 

Regards, Bonita 

Bonita J. Thompson, Q.C. 

Code of Conduct Advisor 

confidential line: 604-623-4419 



From: Nagle, Debbie <Debbie.Nagle@bchydro.com> 
Sent: Apr-19-2010 06:29:08 pm 
To: Reid, Charles <Charles.Reid@bchydro.com>; Aldeguer, Ray 
<Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: RE: Last meeting 

I will update you on Rays and my last chat on Friday afternoon- slight change of plans 

Thanks, 

Debbie Nagle 

Chief Human Resources Officer 

BC Hydro 

3 3 3 Dunsmuir 

Vancouver, BC 

V6B 5R3 

Phone: 604-623-4447 

Cell: 604-374-2700 

Fax: 604-623-4155 

E-mail: [mailto:debbie.nagle@bchydro.com] debbie.nagle@bchydro.com 



From: Reid, Charles 
Sent: 2010, April19 11:47 AM 
To: Aldeguer, Ray; Nagle, Debbie 
Subject: FW: Last meeting 

fyi 

From: Advisor, Code of Conduct 
Sent: 2010, April 19 11:03 AM 
To: Reid, Charles 
Subject: Last meeting 

I was contacted today by the employee whose disclosure/report we discussed recently.  
advised that BCUC has submitted info request #1 to be responded to in May. The employee said 
that this request contains similar probing questions to those the employee asked. 

We agreed to have a follow up meeting within a week to discuss next steps in this report. I 
happen to be in Vancouver on Friday for meetings on D18. I have time available from 11:30 to 2. 
Would this time work for you? 

Regards, Bonita 

Bonita J. Thompson, Q.C. 



Code of Conduct Advisor 

confidential line: 604-623-4419 



From: bonita_thompson@hotmail.com- on behalf of- Code of Conduct Advisor 
</O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=CCADVSR> 
Sent: Apr-21-2010 04:23:52 pm 
To: Aldeguer, Ray <ray.aldeguer@bchydro.com>; Nagle, Debbie 
<debbie.nagle@bchydro.com> 
Cc: 
Bee: 
Subject: Meeting 

Is Charles going to be in attendance? Henry was inquring. He also asked if Albert should be 
present as he is still acting. I said that we were really looking for Henry's fine touch but perhaps 
he should discuss with you. 

Bonita 

Bonita J. Thompson, Q.C. 

 

 

 



From: Code of Conduct Advisor <bonita_thompson@shaw.ca> 
Sent: Apr-21-2010 06:21:39 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: Re: Meeting 

Makes perfect sense. B 

Sent from my BlackBerry device on the Rogers Wireless Network 

From: ""Aldeguer, Ray'"' [Ray.Aldeguer@bchydro.com] 
Date: Wed, 21 Apr 2010 17:45:27 -0700 
To: Code of Conduct Advisor[bonita_thompson@shaw.ca]; Nagle, 
Debbie[Debbie.Nagle@bchydro.com] 
Subject: RE: Meeting 

Hi Bonita, for time being we are not planning to have either Charles or Albert attend this initial 
discussion which is really more for our own benefit as we try to work through appropriate next 
steps with Henry. Hope this makes sense to you. Look forward to seeing you on Friday. 

Cheers! 

From: bonita_thompson@hotmail.com [mailto:bonita_thompson@hotmail.com] On Behalf Of 
Code of Conduct Advisor 
Sent: 2010, April 21 4:24PM 
To: Aldeguer, Ray; Nagle, Debbie 
Subject: Meeting 

Is Charles going to be in attendance? Henry was inquring. He also asked if Albert should be 
present as he is still acting. I said that we were really looking for Henry's fine touch but perhaps 
he should discuss with you. 



Bonita 

Bonita J. Thompson, Q.C. 

 

 

 



From: Advisor, Code of Conduct <codeofconduct.advisor@bchydro.com> 
Sent: Apr-29-2010 03:12:13 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com>; Nagle, Debbie 
<Debbie.Nagle@bchydro.com> 
Ce: 
Bee: 
Subj eet: Referral 

I have referred to Audit Services under the Financial Disclosures Policy the information 
submitted to me respecting representations made to BCUC respecting financial information. 

I understand that Audit Services may wish to discuss a proposed inquiry process with you and 
that I will be advised as soon as a decision on process has been made. 

As previously advised, the reporting employee is seeking protection against reprisals. I will 
monitor the situation and will advise Debbie of the employee's name if that is necessary to 
ensure that the employee's concerns are being addressed. 

Regards, 

Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-6 23-4419 



From: 

Cc: 
Subject 

FYI 

-Original Message-
From: Advisor, Code of Conduct 
Sent: 2010, April 29 3:03 PM 
To: Honda, Henry 
Subject: Referral 

Honda, Henry 
Thursday, April 29, 2010 3:05 PM 
Lagnado, Albert 
Prinja, Rick 
FW: Referral 

Henry, this is to confirm that I have referred to Audit Services allegations that fall under the Financial Disclosure Policy. 
The documents in this matter have been provided to you and relate to representations made by a senior management 
officer to BCUC. 

Thank you to you and Albert for our discussions on this matter. As I have indicated previously the employee who 
provided this information wishes to remain anonymous. If you require any additional information please do not hesitate 
to contact me. 

await your information on how this inquiry process will be conducted. 

rds, Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

1 



Prinja, Rick 

From: 
Sent: 
To: 
Cc: 
Subject: 

Bonita 

Honda, Henry 
2010, April 29 3:24 PM 
Advisor, Code of Conduct 
Lagnado, Albert; Prinja, Rick 
RE: Referral 

Thanks again for the call this morning. 

As discussed, I would like to perform this review jointly with a resource from our internal legal group as reviewing the 
allegation would require understanding the legal requirements ofthe regulatory rate application process, related 
hearings and evidential reports. In addition, this legal resource would also provide input into any legal implications or 
sensitivities that we should be aware of as part of our review. 

In addition, as most of this information is public, and as you mentioned, similar questions have already been asked 
through the current regulatory process, I would like to perform this review taking a direct approach and being open with 
the process when interviewing any individuals who may have been involved in the process. However, I do not anticipate 
requiring to know who the reporting employee is and therefore the reporting employee will remain anonymous. If for 
whatever reason, we need to contact the reporting employee for further information, I will work with you in this 
process. 

Please confirm that this high-level approach would be acceptable to the reporting employee as we would like to start 
our review as soon as possible. I will be meeting with Ray and Debbie next week to further discuss the. review approach 
an~ will provide you with a further update. 

Thanks again. 

Henry 

----Original Message-----
From: Advisor, Code of Conduct 
Sent: 2010, April 29 3:03 PM 
To: Honda, Henry 
Subject: Referral 

Henry, this is to confirm that I have referred to Audit Services allegations that fall under the Financial Disclosure Policy. 
The documents in this matter have been provided to you and relate to representations made by a senior management 
officer to.BCUC. 

Thank you to you and Albert for our discussions on this matter. As I have indicated previously the employee who 
provided this information wishes to remain anonymous. If you require any additional information please do not hesitate 
to contact me. · 

I await your information on how this inquiry process will be conducted. 

1 



.Regards, Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

2 



Prinja, Rick 

From: 
Sent: 
To: 
Subject:· 

FYI 

----Original Message---
From: Advisor, Code of Conduct 
To: Honda, Henry; Lagnado, Albert 
Sent: Fri Apr 30 08:48:35 2010 
Subject: Referral 

Honda, Henry 
2010, April 30 10:09 AM 
Prinja, Rick 
Fw: Referral 

I have spoken with the reporting employee and the employee is fine with the approach. 
Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

1 



Avren, David 

From: 
Sent: · 
To: 
Subject 

'Henry: 

Avren, David 
2010, May 01 5:36 PM 
Honda, Henry 
Priviliged and confidential referral 

I have reviewed the material provided and can confirm that Legal will need the assistance of your audit team, and 
others, to come to a legal view and render an opinion. · 

Please ensure that communications made and documents created are .consistent with privileg~d and confidential status . 
. Any report you prepare should be for Legal. 

We will ne~d to discuss next steps in the matter. 

My current view is we need to meet with  or others in regulatory to discuss the matter. We can then 
decide what further conversations are needed. 

Regards, 

D •. 

J. DavidS. Avren 
Director of Legal Services 
BC Hydro . 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B SR3 

----Original Message---
From: Honda, Henry 
Sent: 2010, April29 3:25PM 
To: Avren, David 
Subject: FW: Referral 

David, 

Tel: 604-623-3611' 
Fax:604-623-3606 

As discussed, I hf:!Ve received the following referral from the Code of Conduct Advisor. 

Henry. 

---Original Message---
From: Advisor, Code of Conduct 
Sent: 2010, April 29 3:03 PM 
To: Honda, Henry 

1 



Subject: Referral 

Henry, this is to confirm that I have referred to Audit Services allegations that fall under the Financial Disclosure Policy. 
The documents in this matter have been provided to you and relate to representations made by a senior management 
officer to BCUC. 

Thank you to you and Albert for our discussions on this matter. As I have indicated previously the employee who 
provided this information wishes to remain anonymous. If you require any additional information please do not hesitate 
to contact me. 

I await your information on how this inquiry process will be conducted. 

Regards, Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor . 
604-623-4419 

2 



·I= rom: 

Subject: 

Fyi 

--Original Message--
From: Avren, David 
To: Honda, Henry 
Sent: Sat May 0117:35:37 2010 

Honda, Henry 
Saturday, May 01, 2010 10:43 PM 
Lagnado, Albert; Prinja, Rick 
Fw: Priviliged and confidential referral 

Subject: Priviliged and confidential referral 

Henry: 

I have reviewed the material provided and can confirm that Legal will need the assistance of your audit team, and 
others, to come to a legal view and render an opinion. 

Please ensure that communications made and documents created are consistent with privileged and confidential status. 
Any report you prepare should be for Legal. 

We will need to discuss next steps in the matter. 

y current view is we need to meet with  or others in regulatory to discuss the matter. We can then 
decide what further conversations are needed. 

Regards, 

D. 

J. DavidS. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B SR3 

-----Original Message---
From: Honda, Henry 
Sent: 2010, April 29 3:25 PM 
To: Avren, David 
Subject: FW: Referral 

avid, 

Tel: 604-623-3611 
Fax: 604-623-3606 

1 



Prinja, Rick 
Monday, May 03, 2010 9:46 AM 
Honda, Henry; Lagnado, Albert 

Subject: RE: Priviliged and confidential referral 

Should I setup a meeting with  per David's email? 

Rick 

Rick Prinja, CA 
Senior Manager, Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

--Original Message--
:om: Honda, Henry 

t: 2010, May 0110:43 PM 
To: Lagnado, Albert; Prinja, Rick 
Subject: Fw: Priviliged and confidential referral 

Fyi 

---Original Message --
From: Avren, David 
To: Honda, Henry 
Sent: Sat May 0117:35:37 2010 
Subject: Priviliged and confidential referral 

Henry: 

I have reviewed the material provided and can confirm that Legal will need the assistance of your audit team, and 
others, to come to a legal view and render an opinion. 

Please ensure that communications made and documents created are consistent with privileged and confidential status. 
Any report you prepare should be for Legal. 

We will need to discuss next steps in the matter. 

current view is we need to meet with  or others in regulatory to discuss the matter. We can then 
decide what further conversations are needed. 

1 



Regards, 

D. 

J. David S. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B SR3 

----Original Message----
From: Honda, Henry 
Sent: 2010, April 29 3:25 PM 
To: Avren, David 
Subject: FW: Referral 

David, 

Tel: 604-623-3611 
Fax: 604-623-3606 

As discussed, I have received the following referral from the Code of Conduct Advisor. 

Henry 

-----Original Message---
From: Advisor, Code of Conduct 
Sent: 2010, April 29 3:03 PM 
To: Honda, Henry 
Subject: Referral 

Henry, this is to confirm that I have referred to Audit Services allegations that fall under the Financial Disclosure Policy. 
The documents in this matter have been provided to you and relate to representations made by a senior management 
officer to BCUC. 

Thank you to you and Albert for our discussions on this matter. As I have indicated previously the employee who 
provided this information wishes to remain anonymous. If you require any additional information please do not hesitate 
to contact me. 

I await your information on how this inquiry process will be conducted. 

Regards, Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

2 



Subject: 

Bonita 

Honda, Henry 
Wednesday, May 05, 2010 9:41AM 
Advisor, Code of Conduct; Lagnado, Albert; Prinja, Rick 
Re: Referral 

As an update, we have met with Ray and Debbie again to discuss the approach of working jointly with Legal to complete 
the review. We plan to obtain as much information we can before approaching our regulatory group to discuss and 
potentially the external counsel who assist in our regulatory process. We will then assess the information we receive 
and determine the need to approach  and Charles. 
Thanks 

Henry 

----Original Message-
From: Advisor, Code of Conduct 
To: Honda, Henry; Lagnado, Albert 
Sent: Fri Apr 30 08:48:35 2010 
Subject: Referral 

I have spoken with the reporting employee and the employee is fine with the approach. 
ita 
ita J. Thompson, QC 

Code of Conduct Advisor 
604-623-4419 

1 



From: Avren, David <David.Avren@bchydro.com> 
Sent: May-06-2010 09:23:33 pm 
To: Prinj a, Rick </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=VPRINJA>; Aldeguer, 
Ray </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=RALDEGUE>; Nagle, Debbie 
</O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=DEBNAGLE> 
Cc: Honda, Henry </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=HHONDA>; Lagnado, 
Albert </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=ALAGNADO> 
Bee: 
Subject: RE: Terms of Reference Code of Conduct Review 

Hi, Rick: 

Just one thing: the document should indicate that, consistent with the privileged and confidential 
nature of the work, audit is undertaking its review and preparing its report for Legal Services, in 
order for Legal to provide advice and opinion. 

Could you make the appropriate edits and send along another version? 

Thanks. 

D. 

-----Original Message----
From: Prinja, Rick 
Sent: Thu 5/6/2010 4:47PM 
To: Aldeguer, Ray; Nagle, Debbie; Avren, David 
Cc: Honda, Henry; Lagnado, Albert 
Subject: Terms of Reference Code of Conduct Review 

Hello Everyone 

Please see the attached terms of reference for the code of conduct review. 

Please let me know if you have any comments or concerns. 

Thanks 

Rick 



hgo1~ 
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Code of Conduct Review 

F2011 Q1 

TERMS OF REFERENCE 

. Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Code of Conduct Review- Terms of Reference 

Review Objective 

Review Scope 

Review Approach 

Audit Services has been requested by the Code of Conduct Advisor to review allegations that the VP 
and Chief Information Officer did not fully disclose or provide appropriate information to the BC Utility 
Commission in the 2009/2010 RRA Hearings held in October 2008. 

• The allegation specifically relates to testimony and subsequent written undertakings, on the scope 
and cost of the BC Hydro Information Technology and Telecommunications Strategic Plan in 
general, and on the Enterprise Financial Upgrade project. 

The scope of the review will focus on the following key areas: 

• Clarify the legal requirements with regards to information provided in oral testimony and written 
documents at a BCUC regulatory rate hearing. 

• Determine whether BC Hydro and the VP and Chief Information Officer complied with the legal 
requirements clarified above based on provided testimony and written documentation. 

As the allegation relates to testimony at a regulatory rate hearing (which is similar to a legal 
proceeding), Audit Services will perform the review jointly with BC Hydro Legal Services (a legal 
resource who is not directly involved in the regulatory rate hearing process). 

All key meetings and review processes will be performed with both an individual from Audit Services 
and Legal Services present. Audit Services will prepare the final report with input and comments from 
Legal Services. 

1. The review will include, but not be limited to, interviewing key individuals involved in the 
2009/201 0 RRA application and related public hearing such as: 

, Chief Regulatory Officer 

, VP and Chief Information Officer 

Charles Reid, VP and CFO 

External Legal Counsel- Regulatory 

2. Review key documents related to the allegation such as (but not limited to) the 2009/2010 RRA, 
witness testimony, and contracts and business cases related to the Enterprise Financial Upgrade. 

.ocument contains confidential communications. an 

rl Confidential 
.ommendations and was red in antici 



Code of Conduct Review - Terms of Reference 

Criteria: 
BCUC Regulatory Rate Hearing requirements 

BC Hydro policies and procedures (where applicable) 

Deliverable: Consistent with the privileged and confidential nature of the work, Audit Services is undertaking its 
review and preparing its report for Legal Services, in order for Legal to provide advice and opinion. 

Henry Honda, Head of Audit Services 

David Avren, Director Legal Services 

Audit Team: Albert Lagnado, Acting Head of Audit Services 

Rick Prinja, Senior Audit Manager 

-----------------

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Subject: 

Looks good. Thanks, Rick 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prinja, Rick 
Sent: 2010, May 07 10:43 AM 

Avren, David 
Friday, May 07, 2010 10:54 AM 
Prinja, Rick 
RE: Final Terms of Reference Attached 

Tel: 604-623-3611 
Fax: 604-623-3606 

To: Avren, David; Aldeguer, Ray; Nagle, Debbie 
Cc: Honda, Henry; Lagnado, Albert 
Subject: Final Terms of Reference Attached 

Hi Everyone, 

see the revised terms of reference for the COC review with changes as recommended. 

Thanks 
Rick 

Rick Prinja, CA 
Senior Manager, Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

1 



Avren, David 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Hi Everyone, 

Prinja, Rick 
2010, May 07 10:43 AM 
Avren, David; Aldeguer, Ray; Nagle, Debbie 
Honda, Henry; Lagnado, Albert 
Final Terms of Reference Attached 
Terms of Reference COC Review.doc 

Please see the revised terms of reference for the COC review with changes as recommended. 

Thanks 
Rick 

Rick Prinja, CA 
Seni_or Manager, Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

1 



B hydi,.~J 1'11'1 
l.i.Ql 

CornoratA Code of Conduct Review 

Special Review 

F2011 Q1 

TERMS OF REFERENCE 

Draft For Executive Management Purposes only 

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Code of Conduct Soecial Review - Terms of Reference 

Audit Services has been requested by the Code of Conduct Advisor to review allegations that the VP 
and Chief Information Officer misled did not fully disclose or 12rovide aQQroQriate information to the BC 

Review Objective 
Utility Commission in the October 2008 RRA Hearings during rns-testimony and through subseque~- -----·---------------------·---] 

~ · · --···- Formatted Table 
written undertakings, on the scope and cost of the BC Hydro Information Technology a --·-- --·----------------------
Telecommunications Strategic Plan in general, and on the Enterprise Financial Upgrade project 
specifically. 

The scope of the review will focus on the following key areas: 

• Clarify the legal reguirements with regards to information Qrovided in oral testimony and written 
documents at a BCUC regulatory rate hearing. 

•--Determine whether compHance-by--BC Hydro and the VP and Chief Information Officer comp-lia Formatted: Bullets and Numbering l 
Review Scope with witf:l--the legal requirements clarified above based on grovided testimony and written 

documentation. for--diselosing-informationto-the-BGUG'; 

.QetermiRe-whe#lBf--¥P--aH€1-Ghief-~nfermatioA-Gmeer-misle€1-tRe-BG\:J-G-baseEl-eA-testimony-aRd 
written-HREier-taking.s-,. 

r··································································-························--···--····· 
!_ .b:egalServiees-andAudit-Servlees-wiiHointly-per-form-the-review: • -- ... Formatted: Bullets and Numbering 

"'""'"\'""'"""""''"""""'""""""""""""'""''"'"'""'"'""'""""""''""'""'"""'' 

------· ---·-----

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 
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Code of Conduct Soecial Review- Terms of Reference 

As the alleqation relates to testimony at a reaulatorv rate hearina (which is similar to -a-leQ( Formatted: Bullets and Numbering I 
groceeding), Audit Services will gerform the review jointly with BC Hydro Legal Services (a legal 
resource who is not directly involved in the regulatory rate hearing grocess). 

All key meetings and review grocesses will be gerformed with both an individual from Audit Services 
and Legal Services gresent. Audit Services will gregare the final regort with ingut and comments from 
Legal Services. 

L The review will include, but not be limited to, interviewing key individuals involved +in·-t Formatted: Bullets and Numbering I 
2009/201 0 RRA application and related public hearing such as: 

Review Approach , Chief Regulatory Officer 

 VP and Chief Information Officer 

Charles Reid, VP and CFO 

External Legal Counsel- Regulatory 

2. Review key documents such as 2009/2010 RRA, witness testimony, business cases related to the 
Enterprise Financial Upgrade, Information Requests and information presented to the BCH 
Executive Team and BC Hydro Board of Directors and related sub-committees. 

Criteria: 
As-determined-by-begal--and-At~ditBCUC Regulatory Rate Hearing requirements 

BC Hydro golicies and grocedures (where agglicable} 

SJWA&eff Senita +Fiempsen, GGG AdviseF 

Deliverable: A confidential report detailing the results of our review based on the scope above. 

Henry Honda, Head of Audit Services 

David Avren, Director Legal Services 

Audit Team: Albert Lagnado, Acting Head of Audit Services 

Rick Prinja, Senior Audit Manager 

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 
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BChy:dro 1ft ... 
·Code of Conduct Review 

F2011 Q1 

TERMS OF REFERENCE 

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Code of Conduct Review -Terms of Reference 

Review Objectiv~ 

Review Scope 

Review Approach 

Audit Services has bee.n requested by the Code of Conduct Advisor to review allegations that the VP 
and Chief Information Officer did not fully disclose or provide appropriate information to the BC Utility 
Commission in the 2009/2010 RRA Hearings ·held in October 2008. 

• The allegation ·specificai!Y relates to testimony and subsequent written undertakings, on the scope 
and cost of the BC Hydro Information Technology and Telecommunications Strategic Plari in 
general, and on the Enterprise Financial Upgrade project. 

The scope of the review will focus on the following key areas: 

• Clarify the legal requirements with regards to information provided in oral testimony and written· 
documents at a BCUC regulatory rate hearing .. , · · 

• Determine whether BC Hydro and the VP and Chief Information Officer complied with the legal 
requirements clarified above ba!?ed on provided testimony and written documentation. 

As the allegation relates to testimony at a regulatory rate hearing (which is similar to a legal 
proceeding), Audit Services will perfor.m the review jointly with BC Hydro Legal Services (a legal 
resource who is not directly involved in the regulatory rate hearing process). 

All key meetings. and review processes will be performed with both an individual from Audit Services 
and Legal Services present. Audit Services will prepare the final report with input and comments from 
Legal Services. · · · 

1. The review will include, but not be limited to, interviewing key individuals Involved in the 
2009/2010 RRA application and related public hearing such as: 

, Chief Regulatory Officer 

, VP and Ghief Information Officer 

Charles Reid, VP and CFO 

External Legal Counsel - Regulatory. 

2. Review key documents related to the allegation such as (but not limited to) the 2009/2010 RRA, 
witness testimony, and contracts and business cases related to the Enterprise Financial Upgrade. 

Privfleged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Code of Conduct Review- Terms of Reference 

BCUC Regulatory Rate Hearing. requirements . 

Criteria: 
BC Hydro policies and pmcedures (where applicable) 

Deliverable: ConsistE?nt with the privileged and confidential nature of the work, Audit Services is undertaking its 
review and preparing .its report for Legal Services, in order for Legal to provide advice and opinion. 

Henry Honda, Head of Audit Services 

David Avren, Di_rector Legal Services 

Audit Team: Albert Lagnado, Acting Head of Audit Services 

Rick Prinja, Senior Audit Manager 

' .. 

Privileged and Confidential 
This document contains confidential communications, analysis or recommendations and was prepared in anticipation of litigation 



Avren, David 

From: 
Sent: 
To: 

Avren, David 
2010, May 03 3:28 PM 
Honda, Henry 

Subject: privileged and confidential - RRA matter 

Henry: 

couple of things I would like audit to determine for us: 

1. When did  start at BCH and what was his status at key times: Feb, 2008 (RRA filing), May 2008 
· (ARMC meeting), October 2008 (testimony)? 

2. how and when did the SAP business case develop (key dates and milestones), including dates for signing 
agreements etc. · 

We can discuss for tomorrow at our meeting. All for now . 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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·r-rom: Honda, Henry 
Monday, May 03, 2010 3:54 PM 
Lagnado, Albert; Prinja, Rick 
Fw: privileged and confidential - RRA matter 

Fyi. 

From: Avren, David 
To: Honda, Henry 
Sent: Mon May 03 15:27:54 2010 
Subject: privileged and confidential - RRA matter 

Henry: 

couple of things I would like audit to determine for us: 

1. When did  start at BCH and what was his status at key times: Feb, 2008 (RRA filing), May 2008 
(ARMC meeting), October 2008 (testimony)? 

2. how and when did the SAP business case develop (key dates and milestones), including dates for signing 
agreements etc. 

We can discuss for tomorrow at our meeting. All for now . 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Prinja, Rick 
Monday, May 03, 2010 4:01 PM 
Honda, Henry 

Cc: Lagnado, Albert 
Subject: Re: privileged and confidential - RRA matter 

I will look at tomorrow.  

Rick 

From: Honda, Henry 
To: Lagnado, Albert; Prinja, Rick 
Sent: Mon May 03 15:54:16 2010 
Subject: Fw: privileged and confidential - RRA matter 

Fyi. 

From: Avren, David 
To: Honda, Henry 
Sent: Mon May 03 15:27:54 2010 
Subject: privileged and confidential - RRA matter 

:mry: 

couple of things I would like audit to determine for us: 

1. When did  start at BCH and what was his status at key times: Feb, 2008 (RRA filing), May 2008 
(ARMC meeting), October 2008 (testimony)? 

2. how and when did the SAP business case develop (key dates and milestones), including dates for signing 
agreements etc. 

We can discuss for tomorrow at our meeting. All for now . 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Prinja, Rick 

From: Avren, David 
Sent: 2010, May 04 3:19 PM 
To: 
Subject: 

Honda, Henry; Lagnado, Albert; Prinja, Rick 
Priviliged and confidential referral - task list 

Gentlemen: 

Here is the draft task list for now: 

Legal/me: 

• ascertain whether RRA· testimony context is relevant; speak to Jeff Christian as 
advisable 

• search legal files for SAP/business case records 
• obtain consultant contracts and info respecting  and CR, if in Legal's possession 

Audit: 

• identify relevant IR's in current rate hearing 
• obtain files and records showing development of SAP business and commitments during 

relevant time period 

I will send the red file to you once I have copied transcript excerpts. 

Once the above are completed and the information shared, we should determine next steps 
which I envision as: 

1. conversation with  and/or delegates and others (Lawsons) on the 
regulatory team for the last RRA to determine judgement exercised in providing 
answers. 

2. subject to outcome of the foregoing, possibly a conversation with Charles; 
3. subject to outcome of the foregoing, possibly a conversation with  

Let me know if the above sounds right, or amend it as you think advisable. 

D. 

J. David S. Avren 
Director of Legal Services 
BC Hyd:ro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

-----Original Message----
From: Avren, David 
Sent: 2010, May 01 5:36 PM 

Honda, Henry 

Tel: 604-623-3611 
Fax: 604-623-3606 

ect: Priviliged and confidential referral 
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Henry: 

I have reviewed the material provided and can confirm that Legal will need the assistance 
of your audit team, and others, to come to a legal view and render an opinion. 

Please ensure that communications made and documents created are consistent with 
privileged and confidential status. Any report you prepare should be for Legal. 

We will need to discuss next steps in the matter. 

My current view is we need to meet with  or others in regulatory to discuss 
the matter. We can then decide what further conversations are needed. 

Regards 1 

D. 

J. S. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

-----Original Message----
From: Honda, Henry 
Sent: 2010, April 29 3:25 PM 
To: Avren, David 
Subject: FW: Referral 

David, 

Tel: 604-623-3611 
Fax: 604-623-3606 

As discussed, I have received the following referral from the Code of Conduct Advisor. 

Henry 

-----Original Message--~-
From: Advisor, Code of Conduct 
Sent: 2010, April 29 3:03 PM 
To: Honda, Henry 
Subject: Referral 

Henry, this is to confirm that I have referred to Audit Services allegations that fall 
under the Financial Disclosure Policy. The documents in this matter have been provided to 
you and relate to representations made by a senior management officer to BCUC. 

Thank you to you and Albert for our discussions on this matter. As I have indicated 
previously the employee who provided this information wishes to remain anonymous. If you 
require any additional information please do not hesitate to contact me. 

I await your information on how this inquiry process will be conducted. 

Regards, Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 
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Allegation Response 
During testimony,   did not 
indicate that there were any plans to spend 
more than amounts listed in Appendix I 
table IT Capital Spend in 2009/2010 RRA 
($46.8M in F2009, $40.5M in F2010) 

  did not indicate that there 
were any changes or additions to the eight 
IT projects > $5M in Appendix J, even 
though most of the eight had been 
cancelled or changed substantially. 

  did not submit the IT&T 
Strategy document which had established 
the principles and directions on which the 
strategy would be governed and that had 
been approved by the Executive Team and 
presented to the ARMC in May 2008. This 
was the document that had been requested 
bytheBCUC 
Appendix I and J forecast cost to 
implement SAP Financials is $14.1M but 
does not include $4.2M for SAP Common 
Infrastructure, $3.3M for SAP Financial 
Software licenses and the $9M spent in F09 
and FlO for the Enterprise Service Bus (to 
support SAP integration. 



To: 
Cc: 
Subject: 
Attachments: 

Honda, Henry 
Tuesday, May 04, 2010 4:44 PM 
Prinja, Rick 
Lagnado, Albert 
Timeline 
Timeline.doc 

Here's the soft copy of the timeline in case you want to add more info. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Head of Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St 
Vancouver, BC, V6B 5R3 
Phone:604~23-4108 

E-mail: henry.honda@bchydro.com 
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Feb 20, 
2008 

2009/2010 
RRA Proposal 

submitted 

IT Capital Plan 

F09 Plan: $46.8 M 
FlO Plan: $40.5 M 

EFU Costs: 
F09 Plan: 4.3 M 
FlO Plan: 1.1 M 
Total cost: 7.2 M 

May 22, 
2008 

ARMC Meeting 

'--

Notes 

IT&T Update on 
Strategy 
Development 
presented to 
ARM C. 

Document states 
additional capital 
investment of 
$32-38 million 
may be required. 
Includes 
reference to 
agreement that 
SAP is default 
solution 

-

???? 

SAP Business 
Case 

Notes 

SAP business 
case for SAP 
software 
licenses 
signed 

Oct 15, 
2008 

Rate Hearing 
Requests and 
statements 

Notes 

Commitment to provide 
principles of IT Strategic 
Plan (later delivered as 
BC H Undertaking No. 
62) 

Questioned on 
Peoplesoft Upgrade 
project, he states that 
"it is one of the 
solutions, but looking at 
other options ... " 

Questioned on 
possibility for the need 
of a further release for 
IFRS, states probably 
fine but yes need to 
review proposal. 

Oct 28, 
2008 

BCH Undertaking No. 62 

Notes 

IT Summary dated Oct 31/07 
submitted (did not include 
reference to SAP or increase 
in capital spend) 

IT&T Update on Strategy 
Development presented to 
ARMC in May 2008 is not 
submitted. 
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Avren, David 
Tuesday, May 04, 2010 4:17 PM 

To: 
Subject 

Honda, Henry; Prinja, Rick; Lagnado, Albert 
Privileged and Confidential - RRA issue 

fyi - see especially Nicole's suggestion of whom to obtain SAP files from. 

D. 

J. DavidS. Avren 
Director ofLegal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 4:15 PM 
To: Avren, David 

Tel: 604-623-3611 
Fax: 604-623-3606 

Subject: RE: Confidential - issue respecting SAP in last rate hearing 

 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St, Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604) 623-3606 (73606) 
nicole.prior@bchydro.com 

From: Avren, David 
Sent: 2010, May 04 4:14PM 
To: Prior, Nicole (LEGAL) 
Subject: RE: Confidential - issue respecting SAP in last rate hearing 

Thanks. 

Who might have CIO office files on the SAP business case and contracts (other than )? 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 

,B.C. 
V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 4:10PM 
To: Avren, David 
Subject: RE: Confidential - issue respecting SAP in last rate hearing 

Not sure if you got this. I got an error message when I sent it. 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St, Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604) 623-3606 (73606) 
nicole.prior@bchydro.com 

From: Avren, David 
Sent: 2010, May 04 3:27 PM 
To: Prior, Nicole (LEGAL) 
Subject: Confidential - issue respecting SAP in last rate hearing 
Importance: High 

Hi, Nicole: 

I'll fill you in when we speak, but a sensitive and 'top secret' personnel-related issue has arisen respecting evidence given 
at the last RRA on SAP vs. Peoplesoft. At the last RRA we went forward with Peoplesoft as our forecast expense and IT 
solution, but were still considering SAP and had apparently even determined by the hearing date, we were going to go 
with SAP. 

Three questions for now: 

1. do you or Legal have consultant contracts for  and Charles before they became FTE's? (Debbie 
Nagle advises she doesn't have them and they would likely be with yourself.) I'll look. I'm not sure I have both of 
them but I should have a draft of Charles. I don't recall seeing  

2. Around or during the last RRA application did you or Legal or BLG work on agreements to use SAP in or around 
the last RRA? If so could I get a copy of the files, please. I looked at a Consulting Services Agreement for SAP 
planning in July 2008. I think that was the first. After that I looked at components of the SAP agreements on and 
off to Spring 2009. The agreement was structured based on the original 2002 enabling agreement we had with 
SAP that was amended and various components were added. We were able to get better terms from SAP that 
way from what I recall. I'll pull the files tomorrow morning. 

3. Are you aware of any discussions in the RRA strategizing on what evidence to give respecting the possibility of 
SAP use (vs. Peoplesoft)? None. I wasn't involved in the RRA and don't recall any discussions regarding the SAP 
agreements and the RRA. It surprises me that SAP was not referenced. If I recall, the SAP project was well 
advanced in Fall2008. I was looking at drafts from SAP in September 2008. 

Let me know. 

Thanks. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Avren, David 

From: 
Sent: 
To: 
Cc: 

Prinja, Rick 
2010, May 04 4:29 PM 
Avren, David· 
Lagnado, Albert 

Subject: RE: Privileged and Confidential - RRA issue 

Hi David 

I followed up with someone from Corporate BSS who outside OCIO for the business case and EARs and hopefully have 
something soon. 

I will hopefully have something to you soon in terms of work plar1. 

In terms of coordination, I would like to participate in all interviews or discussions related to the review including those with 
external counsel. Please let me know if there are any concerns with this approach. 

Rick 

Rick Prinja, CA 
Senior Manager, Audit Servjces 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver~ BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

From: Avren, David 
Sent: 2010, May 04 4:17PM 
To: Honda, Henry; Prinja, Rick; Lagnado, Albert 
Subject: Privileged and Confidential - RRA issue 

fyi- see especially Nicole's suggestion of whom to obtain SAP files from. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prior, Nicole· (LEGAL) 
Sent: 2010, May 04 4:15PM 

Tel: 604-623-3611 
Fax: 604-623-3606 

1 



To: Avren1 David 
Subject: RE: Confidential - issue respecting SAP in iast rate hearing 

 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St. Vancouver, BC, V 6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604)623-3606 (73606) 
nlcole.pdor@bchydro.com 

Fro111: Avren1 David 
Sent: 20101 May 04 4:14PM 
To: Prior1 Nicole (LEGAL) 
Subject: RE: Confidential - Issue respecting SAP in last rate hearing 

Thanks. 

Who might have CIO office files on the SAP business case and contracts (other than )? 

D. 

J. DavidS. Av'ren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prior, Nicole (LEGAL) 
Sent: 20101 May 04 4:10 PM 
To: Avren1 David · 

Tel: 604-623-3611. 
Fax: 604-623-3606 

Subject: RE: Confidential - issue respecting SAP in last rate hearing 

Not sure if you got this .. I got an error message when I sent it. 

Nicole Prior 
Solicitor & Counsel. BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St, Vancouver, BC, V 6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604) 623-3606 (73606) 
nicole prjor@bchydro.com 

From: Avren1 David 
Sent: 20101 May 04 3:27 PM 
To: Prior1 Nicole (LEGAL) 
Subject: Confidential - issue respecting SAP in last rate hearing 
Importance: High 

Hi, Nicole: 

I'll fill you in when we speak, but a sensitive and 'top secret' personnel-related issue has arisen respecting evidence given 
at the last RRA on SAP vs. Peoplesoft. At the last RRA we went forward with Peoplesoft as our forecast expense and IT 
solution, but were still considering SAP and had apparently even determined by the hearing date, we were going to go 
with SAP .. 
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Three questions for now: 

1. do you or Legal have consultant contracts for  and Char.les before they became FTE's? (Debbie 
Nagle advises· she doesn't have them and they would likely be with yourself.) I'll look. I'm not sure I have both of 
them but I should have a draft of Char)es. I don't recall seeing  

2. Around or during the last RRA application did you or Legal or BLG work on agreements to use SAP in or around 
the last RRA? If so could I get a copy of the files, please. !looked at a Consulting Services Agreement for SAP 
planning in July 2008. I think that was the first. After that I looked at components of the SAP agreements on an'd 
off to Spring 2009. The agreement was structured based on the original 2002 enabling agreement we had with 
SAP. that was amended and various components were added. We were able to get better terms from SAP that 
way from what I recall. I'll pull the files tomorrow morning. 

3, Are you aware of any discussions in.the RRA strategizing on what evidence to give respecting the possibility of 
SAP use (vs. Peoplesoft)? None. I wasn't involved in the RRA'and don't recall any discussions regarding the SAP 
agreements and the RRA. It surprises me that SAP was not referenced. If I ~ecall, the SAP project was well 
advanced in Fall 2008. I was looking at drafts from SAP in September 2008. · 

Let me know. 

Thanks. 

D. 

J. DavidS. A vren 
Director ofLegal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.c.· 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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To: 
Cc: 
Subject 

sounds fine. 

Avren, David 
Tuesday, May 04, 2010 4:43 PM 
Prinja, Rick 
Lagnado, Albert 
RE: Privileged and Confidential - RRA issue 

I've excerpted from the transcripts all pages with  testifying. Once they're copied I'll send them around. 

He was on a panel with Tony Morris, AI Leonard and Aki Lintunen. 

d. 

J. DavidS. Avren 
Director ofLegal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

: Prinja, Rick 
2010, May 04 4:29 PM 

Avren, David 
Cc: Lagnado, Albert 

Tel: 604-623-3611 
Fax: 604-623-3606 

Subject: RE: Privileged and Confidential - RRA issue 

Hi David 

I followed up with someone from Corporate BSS who outside OCIO for the business case and EARs and hopefully have 
something soon. 

I will hopefully have something to you soon in terms of work plan. 

In terms of coordination, I would like to participate in all interviews or discussions related to the review including those with 
external counsel. Please let me know if there are any concerns with this approach. 

Rick 

Rick Prinja, CA 
Senior Manager, Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 

604-623-3792 
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From: Avren, David 
Sent: 2010, May 04 4:17PM 
To: Honda, Henry; Prinja, Rick; Lagnado, Albert 
Subject: Privileged and Confidential - RRA issue 

fyi- see especially Nicole's suggestion of whom to obtain SAP files from. 

D. 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St, 
Vancouver, B.C. 
Canada V 6B 5R3 

From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 4:15 PM 
To: Avren, David 

Tel: 604-623-3611 
Fax: 604-623-3606 

Subject: RE: Confidential - issue respecting SAP in last rate hearing 

 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St, Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692) Fax:[604) 623-3606 [73606) 
nicole.prior@bchydro.com 

From: Avren, David 
Sent: 2010, May 04 4:14 PM 
To: Prior, Nicole (LEGAL) 
Subject: RE: Confidential- issue respecting SAP in last rate hearing 

Thanks. 

Who might have CIO office files on the SAP business case and contracts (other than )? 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 4:10 PM 

Tel: 604-623-3611 
Fax: 604-623-3606 
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To: Avren, David 
Subject: RE: Confidential - issue respecting SAP in last rate hearing 

ot sure if you got this. I got an error message when I sent it. 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St. Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604)·623-3606 (73606) 
nicole.prior@bchydro.com 

From: Avren, David 
Sent: 2010, May 04 3:27 PM 
To: Prior, Nicole (LEGAL) 
Subject: Confidential - issue respecting SAP in last rate hearing 
Importance: High 

Hi, Nicole: 

I'll fill you in when we speak, but a sensitive and 'top secret' personnel-related issue has arisen respecting evidence given 
at the last RRA on SAP vs. Peoplesoft. At the last RRA we went forward with Peoplesoft as our forecast expense and IT 
solution, but were still considering SAP and had apparently even determined by the hearing date, we were going to go 
with SAP. 

Three questions for now: 

1. do you or Legal have consultant contracts for  and Charles before they became FTE's? (Debbie 
Nagle advises she doesn't have them and they would likely be with yourself.) I'll look. I'm not sure I have both of 
them but I should have a draft of Charles. I don't recall seeing  

2. Around or during the last RRA application did you or Legal or BLG work on agreements to use SAP in or around 
the last RRA? If so could I get a copy of the files, please. I looked at a Consulting Services Agreement for SAP 
planning in July 2008. I think that was the first. After that I looked at components of the SAP agreements on and 
off to Spring 2009. The agreement was structured based on the original 2002 enabling agreement we had with 
SAP that was amended and various components were added. We were able to get better terms from SAP that 
way from what I recall. I'll pull the files tomorrow morning. 

3. Are you aware of any discussions in the RRA strategizing on what evidence to give respecting the possibility of 
SAP use (vs. Peoplesoft)? None. I wasn't involved in the RRA and don't recall any discussions regarding the SAP 
agreements and the RRA. It surprises me that SAP was not referenced. If I recall, the SAP project was well 
advanced in Fall 2008. I was looking at drafts from SAP in September 2008. 

Let me know. 

Thanks. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 

V6B5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Avren, David 
Tuesday, May 04, 2010 5:52 PM 

o: 
Subject: 

Honda, Henry; Prinja, Rick; Lagnado, Albert 
FW: Consulting contract 

Attachments: Charles Reid Consulting Contract Mar 2008.doc 

Sensitivity: 

fyi 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 5:50 PM 
To: Avren, David 
Subject: FW: Consulting contract 

.,. .... , .. ., .......... Confidential 

From: Prior, Nicole (LEGAL) 
Sent: 2010, May 04 5:03 PM 
To: Avren, David 
Subject: FW: Consulting contract 
Sensitivity: Confidential 

Confidential 

Tel: 604-623-3611 
Fax: 604-623-3606 

This is the last draft of Charles Reid's contract that I saw. 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
16th Floor, 333 Dunsmuir St. Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692) Fax:(604) 623-3606 (73606) 
nicole.prior@bchydro.com 

From: Nahirney, Lois 
Sent: 2008, March 18 12:17 AM 
To: Prior, Nicole 
Cc: Szpak, Iwona 
Subject: RE: Consulting contract 
Sensitivity: Confidential 

ments below. Need insurance text. Thanks. L 

Lois Nahirney 
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Acting Chief Human Resources Officer 
BC Hydro 
333 Dunsmuir Street 
Vancouver British Columbia V6B 5R3 
Tel: 604 623 4447 
Fax: 604 623 4155 

From: Prior, Nicole 
Sent: 2008, March 17 5:07PM 
To: Nahirney, Lois 
Cc: Szpak, Iwona 
Subject: Consulting contract 
Sensitivity: Confidential 

Lois, 

A couple of concerns: 
• The consultant will need a GST number as he will be making over the minimum amount. ABSU is unlikely to 

issue a PO (meaning the consultant will not be paid) without the GST number- he has applied for one. 
• I changed the project definition? I could not find what you changed. 
• In the scope of services it refers to "Assistance will be provided at 40 hours per week". If this is intended to 

refer to administrative assistance, you should probably clarify that and reference the actual work week for 
BCH employees (although most do work longer). I suggest, "Administrative assistance will be provided at 
37.5 hours per week." I've changed to The contract will be based on 40 hours per week as it referred to the 
consultant not admin support. 

+ I made a change to the fees section of Schedule C 
+ I have some questions about the expenses clause added language: 

o ... Services including, without limitation, computer and blackberry use, parking, travel costs, reproduction and 
duplicating services and materials, communication costs, of.f!ce and services costs and cost of subconsultants. 

I'm not sure what will be provided to .the Consultant but I think it's likely that the highlighted things are 
things BCH will supply the consultant with directly. So, I recommend adding " ... unless BC Hydro pays such costs 
or provides such items directly." To the end of the sentence after "subconsultants." Added thanks. 
• Not sure why the text was deleted for the insurance ScheduleD, sections 1 (a), (b), and (c). If the insurance 

is not applicable, please put "N/ A" after each. Can you please provide me with the text to add. Thanks. 
• The consultant is unlikely to qualify for WCB coverage so I've removed it. 

If you hove any questions, please let me know. thanks 

Nicole Prior 
Solicitor & Counsel, BC Hydro Legal Services 
17th Floor, 333 Dunsmuir St, Vancouver, BC, V6B 5R3 
Phone: (604) 623-3692 (73692)- Fax: (604) 623-3606 (73606) 
nicole.prior@bchydro.com 

This e-mail may contain privileged and confidential information. This information is intended only for the use of the intended addressee. If you have 
received this e-mail in error, please notify us by return e-mail as soon as possible and then delete the original message. Any distribution or copying of 
a message received by you in error is strictly prohibited. Thank you. 
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Consulting Services Agreement BChydro m 
Contract No. : To act as the Executive Project Advisor and provide assistance on selected projects 
within the CFO Portfolio 

This agreement made as of the 19th day of March, 2008 between British Columbia Hydro and Power Authority 
("BC Hydro") with offices at 333 Dunsmuir Street, Vancouver, B.C., V6B 5R3 (Fax No. 604 623-4155) and Charles 
Reid, ("Consultant" or "Contractor'') with offices at  witnesses that the 
parties agree that 

1. THE AGREEMENT - This Cover Agreement, the Schedules listed below, and Change Orders, all as 
amended are herein collectively, the "Agreement". The Agreement includes the following Schedules: 

Schedule A- Definitions and Interpretation 
Schedule B - Scope of Services 
Schedule C - Compensation 
Schedule D- Insurance 
Schedule E - Change Order Form 
Schedule F - Special Conditions 

Definitions and rules of interpretation in Schedule A apply to this Agreement. The Agreement is the entire agreement 
between the parties concerning the subject matter hereof, and all prior communications related to the subject matter 
hereof, whether written, oral or in any other format, are of no legal effect. 

2. SERVICES AND CHANGES - Consultant will perform the Services for the Project and observe and 
perform all of its other obligations hereunder subject to, and in accordance with, the terms and conditions of the 
Agreement. The Services may be changed by agreement between the parties, confirmed by Change Order signed by 
both parties. Change Orders will include a description of the change in Services and any related change in 
Compensation and other terms and conditions. 

3. INCLUDED SERVICES - Consultant acknowledges that there are functions or tasks that will not be 
specifically included in the description of the Services but that are customarily required for the proper performance 
and provision of the Services. Consultant agrees that such functions or tasks are implied, and therefore included, in 
the scope of the Services to the same extent and in the same manner as if those functions or tasks had been 
specifically described in this Agreement and will be performed by Consultant as part of the Services. 

4. COMPENSATION - BC Hydro will pay Compensation for the Services in accordance with Schedule C. 
Consultant's Canadian federal Goods and Services Tax (GST) number is · 

5. SCHEDULE - Consultant will commence the Services on or before March 25th, 2008 and complete the 
Services no later than September 301

h, 2008 and will comply with the timetable for deliverables set out in Schedule B, 
if applicable. Time is of the essence in this Agreement. 

6. STANDARD OF CARE - Consultant will perform the Services in a good and proficient manner and with no 
less than the standard of professional skill, care and diligence customarily applied by qualified and experienced 
professional consultants performing similar services for similar projects. If Consultant fails to meet this standard of 
care, then, in addition to all other rights and remedies of BC Hydro, at BC Hydro's request, Consultant will perform, for 
no additional Compensation, additional Services of the type described in Schedule B for necessary remedial work on 
the Project. 

7. RELATIONSHIP - Consultant is an independent contractor to BC Hydro. Consultant is not, and will not 
represent itself to be, an agent, partner or joint venturer of or with BC Hydro. None of the Consultant and its 
personnel and independent contractors will be entitled to membership in any BC Hydro pension or benefit program as 
a result of this Agreement. If Consultant or any of its personnel or independent contractors become an employee of 
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BC Hydro at any time, BC Hydro will not recognize any portion of their service as a consultant or independent 
contractor for BC Hydro employment purposes (including BC Hydro pension or benefit programs). 

8. PERSONNEL - Consultant will assign to the Services persons who are qualified and experienced in the 
work to be performed by them, including the project manager and other key personnel, if any, specified as follows: 

Executive Project Advisor: Charles Reid  

None of these key personnel will be changed without BC Hydro's prior approval, except for death, disability, 
termination of employment or personal compassionate reasons or unless so agreed by BC Hydro. If so changed, they 
will be replaced with a person approved by BC Hydro and at no additional cost to BC Hydro. Consultant's project 
manager is authorized to act for and bind Consultant on all matters relating to the Agreement. BC Hydro appoints 
Bob Elton, CEO, as its representative authorized to act for and bind BC Hydro on all matters relating to the Agreement 
and may, upon notice to Consultant, change its representative from time to time. 

9. SUBCONTRACTS/ASSIGNMENTS - Consultant will not subcontract performance of all or part of the 
Services, and will not assign the Agreement, without the prior approval of BC Hydro, not to be unreasonably withheld 
or delayed. Consultant is liable to BC Hydro for acts and omissions of its subconsultants and of persons employed, 
directly or indirectly, by them to the same degree as it is liable under the Agreement for its own acts and omissions 
and those of its own personnel. 

10. PAYMENT OF ACCOUNTS - Consultant will pay when due all salaries, wages and benefits to which its 
personnel assigned to the Services are entitled and will make all tax and other statutory withholdings and remittances 
in respect thereof, and Consultant will pay upon becoming due all accounts of third persons incurred in connection 
with the Services. To the extent lienable, Consultant will keep the site of the Project free of all liens arising from a 
failure of Consultant to comply with this Section of the Agreement. 

11. COMPLIANCE WITH LAWS AND STANDARDS - Consultant will comply, will cause its personnel anc' 
each subconsultant to comply, and will ensure that the Services and each part thereof, complies with: (a) all 
(b) the terms and conditions of all Permits of which timely notice is given by BC Hydro, that are applicable to 
Consultant's Services under the Agreement; and (c) all policies, practices and procedures (including the Code of 
Conduct Guidelines Applicable to BC Hydro Contracts) established by BC Hydro with respect to safety, environmen~ 
security, conduct, use of BC Hydro's information and communications technology and systems and other matters related 
to the performance of the Services which are communicated by BC Hydro to Consultant from time to time. 

Consultant, in the event of any injury to a worker in the course of the performance of the Site work, will, within 
10 days, provide a safety incident report through BC Hydro's web-based contractor incident reporting facility. If 
Consultant is without internet access, Consultant will promptly obtain the required report form from BC Hydro's 
representative and promptly after obtaining it will complete and return the completed report to BC Hydro Safety and 
Health (telephone 604 528-2414). 

11A. PRIVACY - The Consultant understands and acknowledges that it may be required to provide copies of, or 
access to copies of, Consultant records, or subconsultant records, containing the personal information of Consultant 
and subconsultant employees that is relevant to the Consultant's performance of its obligations pursuant to the 
Agreement. The Consultant further understands and acknowledges that provision of copies of such records, or 
access to such records, would be subject to the provisions of the (BC) Freedom of .Information and Protection of 
Privacy Act ("FOIPPA"), including the requirement for each person, whose information the Consultant or 
subconsultant would disclose to BC Hydro, to consent to BC Hydro's indirect collection of that information. The 
Consultant warrants. that it will ensure that it obtains all consents necessary to legitimate and facilitate the disclosure 
of Consultant and subconsultant employee personal information to BC Hydro and that it will make those consents 
available to BC Hydro within a reasonable period after request. 

12. INSURANCE - The Consultant will comply with the insurance provisions in Schedule D. 
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13. OWNERSHIP OF WORK PRODUCT AND EMBEDDED IP - Consultant agrees that BC Hydro will own all 
of the Work Product and Consultant irrevocably assigns to BC Hydro all of Consultant's right, title and interest in the 
Work Product and hereby waives in favour of BC Hydro all rights (including, all moral rights), and will cause all of its 
personnel working on the Project to waive in favour of BC Hydro such rights, in and to the Work Product. Consultant 
retains ownership of the Embedded IP, if any, but grants BC Hydro and its other consultants and contractors an 
irrevocable, perpetual, assignable, royalty free right to load, transmit, access, execute, use, store, display, modify, 
alter or otherwise change the Embedded IP for the Project or for such other projects as BC Hydro may undertake. 
Any and all modifications of the Embedded IP prepared by or on behalf of BC Hydro will be owned by BC Hydro. 

14. CONFIDENTIAL INFORMATION - Consultant will not use or disclose to third persons: (a) BC Hydro 
Confidential Information; or (b) Confidential Information of any third party ("Third Party Cl"), in either case received or 
otherwise obtained by Consultant in connection with this Agreement, except with the prior written consent of 
BC Hydro. As between BC Hydro and Consultant, BC Hydro owns and retains ownership of all BC Hydro Confidential 
Information and all Third Party Cl (collectively, the "Agreement Cl"). Upon request of BC Hydro from time to time, 
Consultant will execute separate confidentiality agreement(s) in respect of Third Party Cl on terms and conditions 
reasonably required by BC Hydro to comply with any obligations BC Hydro may have with such third parties. 
Consultant will inform all of its personnel having access to any Agreement Cl of the confidential nature thereof and will 
ensure that its personnel maintain the confidentiality of the Agreement Cl in accordance with the terms of this 
Agreement and/or such other confidentiality agreements, as the case may be. 

Upon request of BC Hydro, Consultant will return to BC Hydro or destroy, as directed by BC Hydro, all copies of the 
Agreement Cl, whether written, in the form of computer data or otherwise, and all documents and materials prepared 
by or for Consultant which include or refer to the Agreement Cl and will delete the same from any computer system, 
retrieval system or database of Consultant. Notwithstanding the foregoing, Consultant will not be in breach of its 
obligation to return to BC Hydro or destroy and not to disclose such Agreement Cl if that retention or disclosure is 
required by law (including professional obligation) or a court order, provided that (a) Consultant gives BC Hydro as 
much notice as is reasonably possible in the circumstances prior to disclosing any such Agreement Cl, (b) Consultant 
cooperates with BC Hydro in any application, proceedings or other action BC Hydro may undertake to obtain a 
protective order or other means of protecting the confidentiality of the Agreement Cl required to be disclosed, and (c) 
if Consultant is required to retain the Agreement Cl, the Consultant will continue to maintain the confidentiality of such 
Agreement Cl in accordance with this section. 

15. FORCE MAJEURE - A party is excused from performance under this Agreement if and to the extent and 
for the time that performance is prevented or materially hindered by events or circumstances (collectively, "Force 
Majeure Events") beyond the reasonable control of that party and which by the exercise of reasonable diligence by 
such party could not have been prevented (except not lack of financial capability or lack of labour, material or utilities 
unless caused by an event or circumstance that would otherwise excuse a party from performance of its obligations), 
provided that prompt notice is given to the other party. If either party gives notice of a Force Majeure Event, each 
party will exercise reasonable efforts to avoid or minimize any delay occasioned thereby. The party prevented or 
delayed in the performance or observance of its obligations under the Agreement will resume promptly the 
performance and observance of those obligations after cessation of the particular Force Majeure Event unless the 
Agreement has been terminated. 

16. SUSPENSION/TERMINATION BY J;JC HYDRO - BC Hydro may suspend performance of the Services or 
terminate the Agreement by notice to Consultant: (a) if Consultant is bankrupt, insolvent or unable to discharge its 
liabilities when due; (b) if Consultant is in breach of any term of this Agreement and which breach has not been cured 
within 1 0 days following receipt of written notice thereof (provided that if such breach, in the reasonable assessment 
of BC Hydro, is not curable, BC Hydro may suspend or terminate the Agreement immediately); or (c) for any other 
reason on 15 days prior notice to Consultant. 

17. TERMINATION BY CONSULTANT - Consultant may terminate the Agreement by notice to BC Hydro if: 
(a) BC Hydro is bankrupt, insolvent or unable to discharge its liabilities when due; or (b) BC Hydro defaults in payment 
of any undisputed Compensation for 30 days after receipt of notice of overdue payment. 

18. OBLIGATIONS ON TERMINATION - If the Agreement is terminated, BC Hydro will pay Consultant 
Compensation due to the termination date in respect of Services performed by Consultant. Consultant will deliver to 
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BC Hydro all completed but previously undelivered Work Product and all work-in-progress including any partially 
completed Work Product. 

19. WORK PRODUCT WARRANTY - Consultant warrants that the Work Product will comply with all 
requirements, including the specifications, provided for such Work Product in the Agreement and, in addition to all 
other rights and remedies of BC Hydro, at BC Hydro's request, Consultant will promptly remedy for no additional 
compensation any Work Product non-compliance. 

20. CONSULTANT'S INDEMNITY - Consultant will indemnify and hold harmless BC Hydro, its directors, 
officers and employees, for Claims and Claim Costs for or arising out of: 

(a) infringement of any patent or intangible, intellectual, proprietary or industrial property rights of the third 
person resulting from BC Hydro's use of the Work Product for the Project in a manner contemplated 
in Schedule B; 

(b) personal injury, including death, or property damage caused by the negligence and/or wilful 
misconduct of Consultant, its subconsultants, or their respective employees or agents; and/or 

(c) breach of this Agreement by Consultant, its subconsultants, or their respective employees or agents. 

21. INDEMNITY CONDITIONS - Consultant agrees that each of BC Hydro and its directors, officers and 
employees may enforce the above indemnity for their benefit directly against Consultant. The right of a party, or its 
directors, officers and employees ("indemnitee") to be indemnified by the other party ("indemnitor") under the 
Agreement is subject to the conditions that: 

(a) the indemnitee gives the indemnitor prompt notice of any Third Party Claim, the right and opportunity 
to select counsel and defend or settle the Third Party Claim, all documents and other information, 
including access to witnesses, available to the indemnitee that may assist in the favourable n<>t·<>nt~{ 

or settlement of the Third Party Claim; and 

(b) the indemnitee does not make any admission, or do any other act or thing, that is materially 
prejudicial to the favourable defence or settlement of the Third Party Claim. 

22. LIABILITY EXCLUSIONS - Neither party is liable to the other for special, punitive, contingent, indirect or 
consequential loss or damage. In addition, BC Hydro releases Consultant from any claims that arise as a result of 
BC Hydro's use of the Work Product in a manner or for purposes inconsistent with BC Hydro's intended use of the 
Work Product provided such intended use is specifically described in Schedule B. 

23. MAXIMUM LIABILITY - The maximum aggregate liability of Consultant to BC Hydro for Claims under or 
relating to the Agreement, whether or not terminated, and whether arising in contract, tort, including negligence, by 
statute or as matters of strict or absolute liability, is limited: 

(a) for Claims, or portions thereof, insured under a policy of insurance required to be maintained under 
the Agreement, if any, to the amount of Claims payments to which Consultant is entitled under those 
policies, but not exceeding the minimum insurance amount prescribed in the Agreement for those 
policies; and 

(b) for all other Claims, including deductibles and excluded risks and Claims, or portions thereof, not 
insured under the policies or in excess of the minimum insurance amount prescribed in the 
Agreement for those policies, if any, referenced in (a) above, to an amount equal to $180,000 the 
maximum fee set out in Section 1.2 of Schedule C. 

24. EXCEPTIONS TO MAXIMUM LIABILITY - Notwithstanding anything in the Agreement to the contrary, the 
limits on Consultant's liability under the Agreement will not apply to: 
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(a) Claims or Claim Costs arising out of the willful, fraudulent or criminal misconduct of Consultant, its 
subconsultants, or their respective employees or agents; or 

(b) Third Party Claims or Claim Costs arising out of the breach by Consultant, its subconsultants or their 
respective employees or agents of any confidentiality obligations under the Agreement. 

25. RESPONSE TO INJUNCTIVE RELIEF - Without limiting any other rights or remedies of BC Hydro or any 
other obligation of Consultant under this Agreement, if the use of the Work Product, or any part thereof, by BC Hydro 
is enjoined by a court of competent jurisdiction as a result of any infringement for which Consultant has agreed to 
indemnify BC Hydro under Section 20(a), Consultant, on notice from BC Hydro and at Consultant's option, either will 
procure and pay for an irrevocable, non-exclusive, royalty free and perpetual license in favour of BC Hydro permitting 
continued use by BC Hydro of the Work Product; or applicable part thereof, or will replace or modify the Work 
Product, or applicable part thereof, with non-infringing work of quality and performance capability that is substantially 
equivalent in all material respects to that specified by the Agreement, in each case, all at the expense of Consultant. 

26. DISPUTE RESOLUTION - BC Hydro and Consultant will use all reasonable efforts to resolve their 
disputes by discussion and negotiation and agree to provide, without prejudice, frank, candid and timely disclosure of 
relevant facts, information and documents to facilitate these negotiations .. If BC Hydro and Consultant are unable to 
resolve the dispute, the parties may agree to have the dispute resolved by mediation, arbitration or such other means. 
If no agreement as to the method of dispute resolution is reached between BC Hydro and Consultant within 30 days 
of the dispute arising, then either party may at any time submit the dispute to such British Columbia judicial tribunal as 
may be appropriate in the circumstances. 

27. GOVERNING LAW - The Agreement is governed by and construed in accordance with the laws of the 
Province of British Columbia and the laws of Canada applicable therein, excluding conflict of laws principles that would 
impose a law of another jurisdiction for the construction of the Agreement. The parties hereby irrevocably and 
unconditionally attorn to the non-exclusive jurisdiction of the courts of the Province of British Columbia and all courts 
competent to hear appeals therefrom. The United Nations Convention on Contracts for the International Sale of Goods 
(1980) does not apply. 

28. MISCELLANEOUS: 

(a) Currency. All references herein to currency are to the lawful money of Canada, unless expressly 
stated otherwise. 

(b) Further Assurances. Each of the parties will execute all further documents and instruments and do 
all further and other things as may be necessary to implement and carry out the terms of this 
Agreement. 

(c) Survival. All rights, obligations and remedies of the parties which accrued prior to the time of expiry 
or earlie~ termination of this Agreement, or which are by their nature continuing and all other 
provisions necessary for the interpretation or enforcement of such Sections will survive expiry or 
earlier termination of this Agreement. 

(d) Notices. Notices may be given personally or by fax transmission to the addresses stated herein, or 
other addresses given by subsequent notice. Notices given by fax transmission are deemed 
received on the business day at the location of the recipient next following the date of transmission. 

(e) Waiver. A waiver of any breach of this Agreement is not a waiver of any continuing or subsequent 
breach. A waiver must be written and signed by the party against whom enforcement thereof is 
sought. 

(f) Severability. If any provision of this Agreement is illegal or unenforceable, it will be severed and the 
balance of the Agreement enforced. 
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(g) Enurement. The Agreement enures to the benefit of and binds the parties and their respective 
successors and permitted assigns. 

(h) Amendment. The Agreement may be amended only by a Change Order, or by a subsequent written 
agreement between the parties. 

(i) Counterparts. This Agreement may be executed in counterparts, which when taken together will 
constitute one and the same document. This Agreement may be executed by the exchange of 
signed counterparts by facsimile transmission or electronically in PDF or similar secure format 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written. 

British Columbia Hydro and Power Authority 

per: 
Authorized Signatory 

Bob Elton, President and Chief Executive Officer 
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SCHEDULE A 
DEFINITIONS AND INTERPRETATION 

1. DEFINITIONS 

1.1 "Affiliate" means, with respect to a party, a corporation that controls, is controlled by, or is under common 
control with, that party. 

1.2 "Agreement" has the meaning ascribed to it in Section 1 of the Cover Agreement. 

1.3 "Change Order'' means a written order made pursuant to Section 2 of the Cover Agreement in the form set 
out in Schedule E that changes the scope of the Services. 

1.4 "Claim" means any claim, demand, action, cause of action, suit and proceeding. 

1.5 "Claim Costs" means any and all loss, damage, cost and expense, including but not limited to all legal, 
accounting and expert costs and expenses incurred in the investigation, defence or settlement of a Claim. 

1.6 "Compensation" means amounts payable to Consultant in accordance with Schedule C. 

1.7 "Confidential Information" means technical, financial, commercial, legal or other information, that is 
disclosed or otherwise made available by one party to the other whether orally or in any other media or form 
and includes the Work Product, the existence of this Agreement and the contents hereof, but excluding 
information that is: 

(a) in the public domain before disclosure to the receiving party, or becomes in the public domain 
thereafter otherwise than as a result of a breach by the receiving party of its obligations of 
confidentiality under this Agreement; 

(b) known to the receiving party before it is disclosed by the disclosing party; 

(c) developed independently by the receiving party without reference to the information disclosed by the 
disclosing party as evidenced by written or other tangible records; or 

(d) received by the receiving party from a third person, who is not under any obligation to the disclosing 
party to restrict disclosure. 

1.8 "Cover Agreement" means the agreement made between BC Hydro and Consultant to which this Schedule 
is attached. 

1.9 "Embedded IP" has the meaning ascribed to it in Section 1.16 of this Schedule A 

1.1 0 "Force Majeure Events" has the meaning ascribed to it in Section 15 of the Cover Agreement. 

1.11 "Laws" means all applicable constitutions, charters, acts, laws, statutes, regulations, ordinances, by-laws, 
rules, protocols, codes, guidelines, judgments, orders, notices, directions, decrees, treaties or other 
requirements whether national, provincial or local made or issued by any government or governmental 
agency or authority. 

1.12 "Permits" means permits, licenses, approvals and similar authorisations issued by any government or 
governmental agency or authority for the Project. 

1.13 "Project" means the Executive Project Advisor project located in BC Hydro, 333 Dunsmuir Street, Vancouver, 
BC. 
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1.14 "Services" or 'Work" means the services to be performed by Consultant under the Agreement, as described 
in Schedule B, as amended from time to time by Change Order. 

1.15 "Third Party Claim" means a Claim made against a party to this Agreement by a third party. 

1.16 "Work Product" means all drawings, data, plans, models, designs, reports, specifications and other 
documents and all concepts, inventions, methods, mechanisms, know-how, products and processes and 
any other deliverables to be prepared, produced or supplied by Consultant under the Agreement as part of 
the Services, and all copyright and other intellectual property rights therein. For greater certainty, Work 
Product does not include intellectual property that is proprietary to the Consultant and (a) used by the 
Consultant to prepare, produce or supply the Work Product; or (b) that is otherwise embedded within the 
Work Product ("Embedded IP"), provided such intellectual property was not specified as a deliverable 
under the Agreement. 

2. INTERPRETATION - Grammatical variations of defined terms have similar meanings, the singular 
includes the plural and vice versa, and the masculine includes the feminine and neuter, where the context requires. 
The division of the Agreement into Sections, subsections, paragraphs and Schedules is for convenience and does not 
affect the interpretation of the Agreement. The word "including" is deemed to be followed by "without limitation". 
Special Conditions, if any, govern over the Cover Agreement. 
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Contract No. 

SCHEDULE B 
SCOPE OF SERVICES 

To act as the Executive Project Advisor to support selected projects within the CFO Portfolio. Initially the 
projects will include: Procurement, Regulatory, IT, Smart Metering Infrastructure, and Estimates. These may 
adjust from time to time as instructed by the CEO. The role will be for a period of up to 4 months with the 
option to extend to 6 months, commencing March 25th, 2008 to September 30, 2008. The contract will be 
based on 40 hours per week. 
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Contract No. 

1. FEES 

SCHEDULE C 
COMPENSATION 

(Hourly/Unit Rate Plus Expenses) 

1.1 Fees - Subject to Section 1.2 of this Schedule C, BC Hydro will pay Consultant for performance of the 
Services fees, calculated based on time spent by Consultant's personnel in performing the Services, in 
accordance with the following: 

RATE 

 

This rate will be adjusted (reduced) for any month the Consultant 
works less than 40 hours in any week of that month. 

1.2 Maximum Fees - The maximum aggregate liability of BC Hydro to Consultant for fees pursuant to 
Section 1.1 of this Schedule C is limited to an amount equal to and BC Hydro will not pay or 
otherwise be liable to Consultant for fees in excess of such amount unless otherwise expressly agreed to in 
writing by BC Hydro. 

2. EXPENSES 

2.1 Expenses - BC Hydro will reimburse Consultant at cost for any and all expenses and other external costs 
reasonably incurred in connection with the performance of the Services including, without limitation, 
computer and blackberry use, parking, travel costs, reproduction and duplicating services and 
materials, communication costs, office and services costs and cost of subconsultants unless BC Hydro pays 
such costs or provides such items directly. Notwithstanding the foregoing, BC Hydro will not be liable to 
reimburse Consultant for individually expensed commitments exceeding $  unless previously approved in 
writing by BC Hydro. 

3. PAYMENT CONDITIONS 

3.1 Invoicing - Consultant will invoice fees and expenses monthly. Undisputed invoices are due 30 days after 
the invoice date. 

3.2 Disputed Invoices - BC Hydro reserves the right to withhold payment of any invoice which is not in 
accordance with this Agreement and will on receipt of such invoice promptly notify Consultant in writing of 
the reason for such withholding. 

3.3 Taxes - Fees and expenses do not include any applicable Canadian federal Goods and Services Tax 
("GST'), which will be calculated and included as a separate line item in invoices, for payment by BC Hydro in 
accordance with applicable Laws. Notwithstanding the foregoing, if Consultant wishes to collect GST in 
respect of the Services performed under this Agreement, Consultant must be registered for GST under the 
Excise Tax Act (Canada) and must provide to BC Hydro on all invoices, Consultant's GST registration 
number. British Columbia Social Service Tax is not chargeable by Consultant or payable by BC Hydro under 
this Agreement. 
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3.4 Non-Resident Withholding - Where Consultant is a non-resident of Canada, BC Hydro may withhold from 
any payments to the Consultant, and remit to such applicable governmental agency or authority, such 
amounts as may be required to be withheld and remitted pursuant to applicable Laws. 

3.5 Records - Consultant will maintain for a period of 6 years accurate records of time spent by its personnel in 
performing Services and of expenses incurred and provide to BC Hydro copies of all applicable receipts (other 
than credit card receipts) for which Consultant seeks reimbursement. In addition, Consultant will permit 
BC Hydro, at its request, to examine those records at Consultant's offices during normal business hours for 
the purpose of verifying the accuracy of invoices. 

3.6 Contract Personnel - Persons who are retained by Consultant as independent contractors under contract 
and assigned to perform Services will be invoiced using a charge rate that is equal to that of employees of 
Consultant in equivalent positions. 

3.7 Affiliate Personnel/Expenses - Affiliate personnel assigned to perform Services, whether by secondment 
from, or subcontract with, the Affiliate will be invoiced at the rates determined under Section 1.1, without 
further mark-up, as though they were employees of Consultant. Expenses incurred by an Affiliate will be 
invoiced at the rates provided in Section 2.1 without further mark-up. 

3.8 Currency - Fees and expenses will be paid in Canadian dollars ("Contract Currency"). If wages, salaries 
or expenses are incurred and paid in any other currency, they will be converted to the Contract Currency at 
the conversion rate quoted by Royal Bank of Canada for the business day preceding the invoice date. 

3.9 Fixed Rates - Consultant acknowledges and agrees that charge rates for Consultant's personnel and 
expenses are fixed for the duration of the Agreement and are not subject to review and adjustment. 
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Contract No. 

SCHEDULED 
INSURANCE 

1. INSURANCE REQUIRED - Consultant will obtain, maintain until completion of the Services or earlier 
termination of the Agreement or such longer period as may be specified below, and pay the premiums for, the 
following insurance: 

(a) Automobile Liability Insurance. 

(b) Professional Liability Insurance. 

(c) Commercial General Liability Insurance. 

2. PROOF OF INSURANCE - The Consultant will provide BC Hydro with a completed Certificate of Insurance 
in the form attached in Appendix 1 to this Schedule D evidencing insurance coverage in place meeting the 
requirements set out above in this Schedule D, at the commencement of the Agreement and from time to time on 
request by BC Hydro. 

3. NOTICE OF AMENDMENTS/CANCELLATION All insurance policies required under this Schedule D must 
provide that 30 days written notice of cancellation and, in the case of insurance under paragraph 1 (c) of negative 
material alteration, must be given to BC Hydro and all insurance policies must be considered primary. The Consultant 
will forthwith provide BC Hydro with notice in writing if any of the insurance coverage required by this Schedule D is, for 
any reason, cancelled or materially altered. The Consultant is solely responsible to determine the appropriate type and 
amount of insurance to carry, but must maintain, during the Agreement, at least the amount and type of insurance 
specified in this Schedule D. 

4. WORKERS COMPENSATION - N/A. 
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DC hydro Jmll 
IWI 

CERTIFICATE OF INSURANCE 

This Certificate must be completed by Agent or Broker using this form. 

APPENDIX 1 to SCHEDULE D 

If you would prefer an electronic copy of this certificate, please email contract.insurance@bchydro.com referencing 
the Contract Identifier below. Please note that electronic versions are contract specific, and not reusable. 

THIS CERTIFICATE IS ISSUED TO 

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY 

' ' ' 
13th Floor 333 Dunsmuir Street Vancouver B C V6B 5R3 

And certifies that policies of insurance as herein described have been issued to the insured(s) named below and are in full force and effect. 
NAME I CONTRACT IDENTIFIER 

INSURED 
(CONTRACTOR) ADDRESS &TELEPHONE 

PROVIDE DETAILS 

OPERATIONS 
INSURED 

TYPE OF 
COMPANY NAME AND POLICY NO. 

EXPIRY DATE 
LIMIT OF LIABILITY/AMOUNT 

INSURANCE 
y M D 

COMMERCIAL 
PER OCCURRENCE $ 

GENERAL LIABILITY 
AGGREGATE LIMIT $ (INCLUDES CROSS 

LIABILI1Y;• SEVERABILITY OF 
INTEREST; AND 

NON-OWNED AUTOMOBILE; 
& BROAD FORM PROPERTY 

DAMAGE, IF REQUIRED) 

AUTOMOBILE PRIMARY $ 
LIABILITY 

(OWNED OR LEASED 
EXCESS $ VEHICLES) 

LIMITS $ 
UMBRELLA LIABILITY 

EXCESS OF $ 

COURSE OF 
CONSTRUCTION LIMITS $ 
(BUILDERS ALL RISK) 

DETAILS 
PROPERTY $ 

(INCLUDING WAIVER OF 
SUBROGATION AGAINST BC 

$ HYDRO) 

DETAILS 

OTHER (INCLUDING $ 
PROFESSIONAL LIABILITY 

INSURANCE) $ 

These policies comply with the insurance requirements of the contract documents, and/or contract/purchase order with BC Hydro. 
It is understood and agreed that where required by the contract documents, and/or contract/purchase order, BC Hydro has been 
added as an additional insured with respect to liability arising out of the operations of the Insured and that the insurer will 
endeavour to provide thirty (30) days' written notice of cancellation and, in the case of commercial general liability insurance, of 
negative material alteration, of or to any of the insurance policies listed herein, either in part or in whole, to the holder of this 
certificate. 
AGENCY/BROKERAGE NAME 

SIGNED ON BEHALF OF THE CONTRACTOR'S INSURERS 
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SCHEDULE E 
CHANGE ORDER FORM 

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY 

Contract No. 

Consultant: 

CHANGE ORDER 

Notes: 
(1) Where space on this form is insufficient, please reference and attach additional sheets. 

PAGE 1 of2 

(2) Terms used in this form and defined in the Agreement have the meaning given them in the Agreement unless 
otherwise defined. 

DESCRIPTION OF CHANGE IN THE WORK: -------------------

REFERENCE: 

Notice of Claim - Changes No. 
Drawings: 
Specifications: 
Other Instructions: 

CONTRACT PRICE ADJUSTMENT: 

Method of Valuation 

Tick one: 

0 CONTRACT UNIT PRICE 
0 ADDITIONAL UNIT PRICES 
D LUMP SUM 
0 COST PLUS PERCENT AGE 

Details of Valuation 

Contract Price 

Estimated Contract Price before this Change Order: $ _______ _ 
Adjustment (firm/estimated): $ _______ _ 

(Underline one) 

Estimated Contract Price after this Change Order: $ _______ _ 
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Contract No. 

Consultant: 

CONTRACT TIME ADJUSTMENT 

D No Adjustment 
D Adjustment: +/-__ days 

PAGE 2 of2 

CHANGE ORDER 

Date required for completion of the Services: __ , 20 __ 

SPECIAL CONDITIONS 

DATE: __ ,20 __ 

SIGNED: 

[CONSULT ANT] 

By: _________________ _ 
Authorized Signatory 

Charles Reid Consulting Contract Mar 2008.doc 
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British Columbia Hydro & Power Authority 

By: _____________________ __ 
Authorized Signatory 
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Contract No. 

SCHEDULE F 
SPECIAL CONDITIONS 

1. CONFLICT OF PROVISIONS - In the event of conflicts or inconsistencies, if any, between or among the 
special conditions contained within this Schedule F and the other terms and conditions of the Agreement, the special 
conditions set out in this Schedule F take precedence and govern over the other terms and conditions of the 
Agreement. 

2. SECURITY SENSITIVE WORK -The Consultant shall ensure that any individual it intends to utilize 
in the performance of the Services who, in the course of such performance, may engage in Security 
Sensitive Work has, within 3 years prior to engaging in any such Security Sensitive Work, successfully 
passed all of the following: 

(a) reference check, 

(b) criminal background check, and 

(c) education qualifications/verification checks, 

"Security Sensitive Work" means any work of special trust that may: 

(a) play a key role in maintaining BC Hydro's information security, 

(b) involve the capability to create, delete, or alter records in BC Hydro computer databases-
containing Confidential Information or "personal information" (as defined in Schedule F), or 

(c) impact systems critical to BC Hydro's infrastructure protection and operation, including 
critical systems for bulk energy generation and delivery. 

Throughout the term of the Agreement, the Consultant shall require any or all of the checks prescribed by 
this section to be repeated from time to time as necessary to ensure that the results obtained with respect 
to any individual engaged in Security Sensitive Work are not more than 5 years old at any given time. The 
Consultant shall not permit any Security Sensitive Work to be performed by any individual who has not 
successfully passed (in the opinion of BC Hydro) any of the checks required under this section. 

Prior to allowing any individual to engage in Security Sensitive Work, and subsequently at any other time 
upon BC Hydro's request, the Consultant shall provide BC Hydro with a letter, satisfactory to BC Hydro, 
confirming compliance with the requirements of this section with respect to each individual engaged, or 
proposed to be engaged, in Security Sensitive Work. Moreover, BC Hydro reserves the right, at any time 
during the term of the Agreement, to audit and review, at its own expense, the Consultant's compliance 
with this section, including without limitation the processes used to implement the background checks. The 
Consultant will cooperate with BC Hydro and provide all assistance reasonably requested by BC Hydro in 
conducting such audits and reviews from time to time. 

3. PRIVACY PROTECTION - To the extent Consultant has access, whether direct, indirect or incidental, or 
opportunity to access, any "personal information", as that term is defined in the Privacy Protection Schedule attached 
to this Schedule F (the "Privacy Schedule"), BC Hydro and Consultant will have the respective rights and obligations 
applicable to each of them as provided in the Privacy Schedule and Section 14 of the Cover Agreement will not apply 
in respect of any such "personal information". 
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PRIVACY PROTECTION SCHEDULE APPENDIX 1 to SCHEDULE F 
This Schedule forms part of the agreement between British Columbia Hydro and Power Authority ("BC Hydro") and Charles Reid (the "Contractor") respecting the contract referred 
to as (the "Agreement"). 

Definitions 
1. In this Schedule, 

(a) "Act'' means the Freedom of Information and Protection of Privacy Act 
(British Columbia), as amended from time to time; 

(b) "contact information" means information to enable an individual at a 
place of business to be contacted and includes the name, position 
name or title, business telephone number, business address, business 
email or business fax number of the individual; 

(c) "personal information" means recorded information about ari 
identifiable individual, other than contact information, collected, created 
or otherwise acquired by the Contractor as a result of the Agreement or 
any previous agreement between BC Hydro and the Contractor dealing 
with the same subject matter as the Agreement 

Purpose 
2. The purpose of this Schedule is to: 

(a) enable BC Hydro to comply with its statutory obligations under the Act 
with respect to personal information; and 

(b) ensure that, as a service provider, the Contractor is aware of and 
complies with its statutory obligations under the Act with respect to 
personal information. 

Collection of personal information 
3. Unless the Agreement otherwise specifies or BC Hydro otherwise directs in 

writing, the Contractor may only collect or create personal information that is 
necessary for the performance of the Contractor's obligations, or the exercise 
of the Contractor's rights, under the Agreement 

4. Unless the Agreement otherwise specifies or BC Hydro, the individual whose 
personal information is at issue, or that individual's lawful representative 
otherwise directs in writing, the Contractor must collect personal information 
directly from the individual the information is about 

5. Unless the Agreement otherwise specifies or BC Hydro otherwise directs in 
writing, the Contractor must tell an individual from whom the Contractor 
collects personal information: 
(a) the purpose for collecting it; 
(b) the legal authority for collecting it; and 
(c) the title, business address and business telephone number of the 

person designated by BC Hydro to answer questions about the 
Contractor's collection of personal information. 

Accuracy of personal information 
The Contractor must make every reasonable effort to ensure the accuracy 
and completeness of any personal information to be used by the Contractor 
or BC Hydro to make a decision that directly affects the individual the 
information is about 

Requests for access to personal information 
7. If the Contractor receives a request for access to personal information from a 

person other than BC Hydro, the individual whose personal information has 
been requested, or that individual's lawful representative, the Contractor must 
promptly advise the person to make the request to BC Hydro unless the 
Agreement expressly requires the Contractor to provide such access and, if 
BC Hydro has advised the Contractor of the name or title and contact 
information of an official of BC Hydro to whom such requests are to be made, 
the Contractor must also promptly provide that official's name or title and 
contact information to the person making the request 

Correction of personal information 
8. Within 5 business days of receiving a written direction from BC Hydro to 

correct or annotate any personal information, the Contractor must annotate or 
correct the information in accordance with the direction. 

9. When issuing a written direction under section 8, BC Hydro must advise the 
Contractor of the date the correction request to which the direction relates 
was received by BC Hydro in order that the Contractor may comply with 
section 10. 

1 o. Within 5 business days of correcting or annotating any personal information 
under section 8, the Contractor must provide the corrected or annotated 
information to any party to whom, within one year prior to the date the 
correction request was made to BC Hydro the Contractor disclosed the 
information being corrected or annotated. 

11. If the Contractor receives a request for correction of personal information 
from a person other than BC Hydro, the individual whose personal 
information has been requested, or that individual's lawful representative, the 
Contractor must promptly advise the person to make the request to BC Hydro 
and, if BC Hydro has advised the Contractor of the name or title and contact 
information of an official of BC Hydro to whom such requests are to be made, 
the Contractor must also promptly provide that official's name or title and 
contact information to the person making the request 

of personal information 
The Contractor must protect personal information by making reasonable 
security arrangements against such risks as unauthorized access, collection, 
use, disclosure or disposal, including any expressly set out in the Agreement 
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Storage and access to personal information 
13. Unless BC Hydro otherwise directs in writing, the Contractor must not store 

personal information outside Canada or permit access to personal information 
from outside Canada. 

Retention of personal information 
14. Unless the Agreement otherwise specifies, the Contractor must retain 

personal information until directed by BC Hydro in writing to dispose of it or 
deliver it as specified in the direction. 

Use of personal information 
15. Unless BC Hydro otherwise directs in writing, the Contractor may only use 

personal information if that use is: 
(a) for the performance of the Contractor's obligations, or the exercise of 

the Contractor's rights, under the Agreement; and 
(b) in accordance with section 13. 

Disclosure of personal information 
16. Unless the Agreement otherwise specifies or BC Hydro, the individual whose 

personal information is at issue, or that individual's lawful representative 
otherwise directs in writing, the Contractor must not disclose personal 
information inside or outside Canada to any person other·than BC Hydro, the 
individual whose personal information is at issue, or that individual's lawful 
representative or an entity that can legitimately compel disclosure under the 
laws of British Columbia. BC Hydro will not unreasonably withhold such 
direction. 

17. NOT USED. 

Inspection of personal information 
18. In addition to any other rights of inspection BC Hydro may have under the 

Agreement or under statute, BC Hydro may, at any reasonable time and on 
reasonable notice to the Contractor, enter on the Contractor's premises to 
inspect any personal information in the possession of the Contractor or any of 
the Contractor's information management policies or practices relevant to its 
management of personal information or its compliance with this Schedule and 
the Contractor must permit, and provide reasonable assistance to, any such 
inspection. 

Compliance with the Act and directions 
19. The Contractor must in relation to personal information comply with: 

(a) the requirements of the Act applicable to the Contractor as a service 
provider, including any applicable order of the commissioner under the 
Act; and 

(b) any direction given by BC Hydro under this Schedule. 

20. The Contractor acknowledges that it is familiar with the requirements of the 
Act governing personal information that are applicable to it as a service 
provider. 

Notice of non-compliance 
21. If for any reason the Contractor does not comply, or anticipates that it will be 

unable to comply, with· a provision in this Schedule in any respect, the 
Contractor must immediately notify BC Hydro of the particulars of the non
compliance or anticipated non-compliance and what steps it proposes to take 
to address, or prevent recurrence of, the non-compliance or anticipated non
compliance. 

Termination of Agreement 
22. In addition to any other rights of termination which BC Hydro may have under 

the Agreement or otherwise at law, BC Hydro may, subject to any provisions 
in the Agreement establishing mandatory cure periods for defaults by the 
Contractor, terminate the Agreement by giving written notice of such 
termination to the Contractor, upon any failure of the Contractor to comply 
with this Schedule in a material respect 

Interpretation 
23. In this Schedule, references to sections by number are to sections of this 

Schedule unless otherwise specified in this Schedule. 

24. Any reference to the "Contractor" in this Schedule includes any subcontractor 
or agent retained by the Contractor to perform obligations under the 
Agreement and the Contractor must ensure that any such subcontractors and 
agents comply with this Schedule. 

25. The obligations of the Contractor in this Schedule will survive the termination 
of the Agreement 

26. If a provision of the Agreement Oncluding any direction given by BC Hydro 
under this Schedule) conflicts with a requirement of the Act or an applicable 
order of the commissioner under the Act, the conflicting provision of the 
Agreement (or direction) will be inoperative to the extent of the conflict 

27. The Contractor must comply with the provisions of this Schedule despite any 
conflicting provision of this Agreement or the law of any jurisdiction outside 
Canada. 



CODE OF CONDUCT GUIDELINES 
APPLICABLE TO BC HYDRO CONTRACTS 

In its ongoing efforts to ensure that BC Hydro and its subsidiaries behave and are perceived to behave as 
ethical corporations, BC Hydro has adopted a Code of Conduct that provides guidelines for the behaviour 
of its directors, officers and employees and for BC Hydro's expectations of the behaviour of its suppliers, 
consultants, contractors and business associates. 

Unless it is inappropriate to do so, the guidelines set out below are to be included in every tender call, 
request for proposals and contract with BC Hydro and its subsidiaries. 

A supplier, consultant, contractor or business associate may be required to give assurances that it 
conducts itself in accordance with the standards set in these guidelines before it will be considered 
qualified to enter into a business relationship with BC Hydro. 

A supplier, consultant, contractor or business associate with which BC Hydro has a contract will be 
expected to comply with the standards set in these guidelines. Failure to do so, may be treated by 
BC Hydro as a reason for terminating the contract. In some cases, other terms of a specific contract may 
impose a higher standard. In these cases, the contract terms with the higher standards apply. 

GUIDELINES 

In these guidelines: 

"BC Hydro" means BC Hydro and Power Authority or any of its subsidiaries that has entered into the 
Contract described in these guidelines; 

"Contractor" means the contractor, consultant, supplier or business associate who has a contract with 
BC Hydro in which these guidelines are included as a term of the contract. 

1. The Contractor shall act at all times with integrity and honesty 

(a) in its dealings with BC Hydro, and 
(b) in its dealings with a third person if, in those circumstances, the Contractor is acting as a 

representative of or on behalf of BC Hydro. 

2. If the conduct of business with a competitor of BC Hydro during the term of the Contract would 
require the Contractor to act contrary to the best interests of BC Hydro, the Contractor shall not 
conduct such business unless the Contractor has the prior written permission of BC Hydro. 

3. Before the Contract is entered into and from time to time as circumstances require, the Contractor 
shall disclose in writing to BC Hydro: 

(a) any business relationship that the Contractor or any of its owners or officers has with a 
director or employee of BC Hydro, 

(b) the name of any director or employee of BC Hydro who is a relative of the Contractor or any 
of its owners or officers, and 

(c) the name of any director or employee of BC Hydro with whom the Contractor or any of its 
owners or officers is connected by frequent or close association. 

4. The Contractor shall read BC Hydro's Code of Conduct that is available from Hydro's contract 
representative or available at BC Hydro's website at www.bchydro.com and shall take all 
reasonable steps to avoid placing a director or employee of BC Hydro in a conflict of interest as 
contemplated by the Code. 
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5. The Contractor shall keep confidential all information provided to it by BC Hydro or developed 
during performance of the Contract and shall not use that information for any purpose unrelated to 
performance of its obligations under the Contract. 

6. If the Contractor is given access to any BC Hydro property in order to perform the Contract, the 
Contractor shall use that property solely for purposes of performance of the Contract. 

7. The Contractor shall not attempt to secure preferential treatment with BC Hydro by offering 
entertainment, gifts or benefits to BC Hydro directors or employees. Reasonable exchanges 
common to business relationships are acceptable. 

8. Unless the Contractor has the express permission of BC Hydro, the Contractor shall not offer 
employment to a BC Hydro employee during the term of the Contract. 

9. The Contractor shall provide its employees, including any employees of BC Hydro with whom the 
Contractor has a close working relationship, with a safe and healthy workplace that is harassment 
and· discrimination free. 

10. The Contractor shall ensure that when it is participating in any public discussions or taking a 
position of leadership in other organizations that it does not represent itself as a spokesperson of 
BC Hydro unless the Contractor has been retained specifically to act in that capacity. 

Contractors who wish further information or advice on the application of these guidelines to particular 
circumstances are encouraged to speak to BC Hydro's contract representative. 

The attached Clarification dated August 2000 and the Further Clarification dated September 2005 
form part of the above Code of Conduct Guidelines. 

Updated: December 2002 Page2 
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DIRECTOR AND EMPLOYEE CODE OF CONDUCT 
CODE OF CONDUCT GUIDELINES APPLICABLE TO BC HYDRO CONTRACTS 

CLARIFICATION 
Issued August 2000 

This document is issued to provide clarification of the intention of Item 3 of the Code of Conduct 
Guidelines applicable to BC Hydro Contracts which refer to "owners" of a Contractor. The following may 
be used to determine whether a disclosure is required for a particular owner of the Contractor. 

If the Contractor is a corporation with more than two shareholders, a disclosure will only be 
required for a shareholder who is: 

(1) an individual who beneficially owns, directly or indirectly, more than 20 per cent of the 
voting rights attached to all outstanding voting shares of the Contractor, or 

(2) an individual who together with his or her associate* beneficially owns, directly or 
indirectly, more than 20 per cent of the voting rights attached to all outstanding voting 
shares of the Contractor. 

If a Contractor is a partnership with more than two partners, a disclosure will only be required for 
a partner who is: 

(1) an individual who beneficially owns, directly or indirectly, more than 20 per cent interest in 
the partnership, or 

(2) an individual who together with his or her associate* beneficially owns, directly or 
indirectly, more than 20 per cent interest in the partnership. 

* "associate" means 

(1) a spouse** of the shareholder or partner, 

~) asonordaughter 
• of the shareholder or partner, or 
• of the spouse of the shareholder or partner, 
if the son or daughter is under 19 years of age or is living in the family residence of the 
shareholder or partner, or 

(3) a relative of the shareholder or partner who is living in the family residence of the 
shareholder or partner. 

** "spouse" means a person to whom the shareholder or partner is married or with whom the 
shareholder or partner is living in a marriage-like relationship, including a person of the same gender, 
but does not include a person from whom the shareholder or partner is separated or living apart and 
with whom the shareholder or partner has entered into an agreement to live apart or who is the subject 
of an order of a court recognizing the separation. 

Clarification of Code of Conduct Guidelines applicable to BC Hydro Contracts 
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CODE OF CONDUCT GUIDELINES APPLICABLE TO BC HYDRO CONTRACTS 
ATTACHMENT 1 TO DIRECTOR AND EMPLOYEE CODE OF CONDUCT 

Further Clarification 
Issued September 2005 

This document is issued to provide clarification of items 1 and 5 of the Code of Conduct Guidelines 
applicable to BC Hydro Contracts with respect to Conflicts of Interest; Integrity and Honesty; and 
Confidentiality. 

Item 1 

Item 1 states: The Contractor shall act at all times with integrity and honesty 

a) in its dealings with BC Hydro, and 

b) in its dealings with a third person if, in those circumstances, the Contractor is acting as a 
representative of BC Hydro. 

Although this obligation has a broader scope than this discussion, this document is intended to address 
specifically the issue of conflicts of interest that may arise in the course of a Contractor providing services 
to BC Hydro or otherwise acting for or on behalf of BC Hydro. In such circumstances BC Hydro expects 
that a Contractor acting with integrity and honesty will conduct itself as follows: 

1. At all times during the term of a contract, the Contractor will avoid any potential conflicts 
of interest between its interests and those of BC Hydro. 

2. Before a contract is entered into, the Contractor will make a written disclosure of any 
potential conflicts of interest that might arise during the term of the contract. 

3. If a potential or actual conflict of interest arises during the term of an existing contract, the 
Contractor will make a written disclosure of the circumstances at the earliest possible 
opportunity to the BC Hydro representative responsible for the contract. 

4. After making the required written disclosure, the Contractor will take any steps 
reasonably required by BC Hydro to ensure that BC Hydro's interests are protected, 
including refraining from any activity or ceasing any activity that has given rise to the 
conflict of interest. For these purposes, BC Hydro's interests include non-economic 
considerations such as reputation. 

These expectations are consistent with those required of the employees and directors of BC Hydro as set 
out in its Code of Conduct for Employees and Directors. 

Potential conflicts of interest are more likely to occur if the Contractor has been engaged to perform the 
following types of activities: 

1. To administer or manage other BC Hydro contracts. For example, if the Contractor is 
engaged to administer or manage the contract of another BC Hydro contractor that is a 
competitor of the Contractor, the Contractor has a conflict of interest if it has access to 
the other contractor's proprietary information or methods for carrying out the contract or if 
the Contractor has the opportunity to treat the other contractor in an inequitable or unfair 
manner. 
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2. To carry out purchasing functions including preparing all or part of the tender documents 
or RFPs, conducting the tendering or RFP process, recommending award of contracts. 
For example, if the Contractor has been engaged to prepare the scope of work or 
seNices for a contract upon which it, or any related business (see interpretation at the 
end of this discussion), intends to or is considering submitting a bid or proposal, the 
Contractor has a conflict of interest. 

3. To develop or manage a budget. For example, if the Contractor has been engaged to 
develop or manage a budget for BC Hydro operations and the Contractor's current 
business relationship or future business relationship with BC Hydro is or could be 
affected by that budget, the Contractor has a conflict of interest. 

4. To provide services to or manage a special project. For example, if the Contractor has 
been engaged to evaluate BC Hydro's needs in respect of a certain issue e.g. adequacy 
of equipment; business organization, and the Contractor is in the business of supplying or 
refurbishing equipment or providing business management seNices, the Contractor has a 
conflict of interest. 

5. To conduct negotiations on behalf of BC Hydro. For example, if the Contractor has the 
opportunity in these negotiations to benefit itself - other than as contemplated in the 
contract with BC Hydro - the Contractor has a conflict of interest. 

6. To speak for BC Hydro. 

The Contractor has an actual conflict of interest if the Contractor, while performing these activities, has 
the opportunity to further its own interests. The Contractor has an apparent conflict of interest when a 
reasonably well informed person could perceive that the Contractor's ability to perform these activities 
was or may be affected by the Contractor's interests. 

For purposes of this discussion, a Contractor's interests include the interests of the Contractor's directors, 
officers, employees and of a related business. 

For purposes of this discussion, "related business" includes, but is not limited to: 

Item 5 

1. an affiliate, as defined in the Business Corporations Act SBC 2002, as amended from 
time to time, of the Contractor; 

2. an owner as described in the Clarification Statement issued August 2000 in respect of the 
Code of Conduct Guidelines applicable to BC Hydro Contracts; and 

3. any other entity in which the Contractor has an ownership or financial interest. 

Item 5 of the Guidelines, although dealing specifically with confidential information, is often related to Item 
1 discussed above. 

Item 5 states: The Contractor shall keep confidential all information provided to it by BC Hydro or 
developed during performance of the Contract and shall not use that information for any purpose 
unrelated to performance of its obligations under the Contract. 

A Contractor acting with integrity and honesty will take special care to ensure that any confidential 
information it has been provided by BC Hydro or that it has developed for BC Hydro will not be used for 
its own purposes. For example, this information should not be used by the Contractor to prepare any bids 
or proposals in response to a BC Hydro tender or proposal call or to take advantage of any business 

Clarification of Code of Conduct Guidelines applicable to BC Hydro Contracts 
Charles Reid Consulting Contract Mar 2008.doc 

September 2005 
Page 5 



opportunities disclosed in the information or to acquire a competitive advantage over other businesses or 
to harm BC Hydro. 

For further advice on issues relating to conflicts of interest or confidentiality of information please contact 
your BC Hydro representative responsible for the contract or BC Hydro's Code of Conduct Advisor. 
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Anderson, Kandi 

To: 
Wednesday, May 05, 2010 10:21 AM 
Prinja, Rick 

Cc: 
Subject: 

Nagle, Debbie; Honda, Henry 
RE: Information Requested 

That was their FTR start dates. I will have to do some digging on the consultant dates as we don't track that in our PAHR 
system. 

Kandi 

From: Prinja, Rick 
Sent: 2010, May 05 9:59 AM 
To: Anderson, Kandi 
Cc: Nagle, Debbie; Honda, Henry 
Subject: Re: Information Requested 

Hi Kandi 

Are the start dates referenced below when Charles and  became FTR or when they joined BCH as consultants? If 
FTR, can you please let me know the start dates for Charles and in their roles as consultants. 

Thanks 

From: Honda, Henry 
To: Prinja, Rick; Lagnado, Albert 
Sent: Wed May 05 09:43:44 2010 
Subject: Fw: Information Requested 

Fyi 

From: Anderson, Kandi 
To: Honda, Henry 
Cc: Nagle, Debbie 
Sent: Tue May 04 17:48:36 2010 
Subject: Information Requested 

Hi Henry, 

This is to confirm that Charles Reid's start date with BC Hydro was August 18, 2008 and  was July 2, 
2008. Neither letters of employment set out job descriptions or specific language around duties to be performed. 

Kandi 

Kandi Anderson for Davina Grant 
Administrative Assistant 

oftheCHRO 
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To: 
Cc: 
Subject: 

Avren, David 
Wednesday, May 05, 2010 12:39 PM 
Nagle, Debbie; Aldeguer, Ray 
Honda, Henry; Prinja, Rick; Lagnado, Albert 
Privileged and confidential - consulting agreements re RRA issue 

Legal has only Charles's. We weren't involved with  

Maybe HR has  somewhere??? 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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CAARS 

VANCOUVER, B.C. 

October 15u, 2008 

4 (PROCEEDINGS RESUMED AT 9:00A.M.) 

5 

6 

7 

8 

9 

10 

THE CHAIRPERSON: 

11 THE CHAIRPERSON: 

12 preliminaries? 

Please be seated. 

B.C. HYDRO COMMUNICATIONS, SAFETY, 

HEALTH & ENVIRONMENT - PANEL 3 

RAYMOND STEWART, Resumed: 

SUSAN YURKOVICH, Resumed: 

DEBBIE NAGLE, Resumed: 

Good morning, Mr. Christian. Some 

13 MR. CHRISTIAN: Yes. Good morning, Madam Chair. I do 

14 have two matters this morning. I would have had more, 

15 but I gather we had some printer problems. I'll have 

16 some more undertakings to file, I understand, after 

17 the morning break. 

18 For now, though, I've only got one. It's 

19 actually a revision to an undertaking we filed already 

20 on Friday afternoon at Volume 7 of the transcript. 

21 Mr. Webb filed Exhibit B-39, which was a response to a 

22 question put to Panel 2 by Mr. Wallace with respect to 

23 the line item, "Accumulated other comprehensive income 

24 quarter". And we gave an answer to that undertaking 

25 response but, upon review, it appeared that we 

26 actually got the question wrong. We got the answer 
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1 MR. FULTON: Q: Okay. And in terms of the potential 

2 benefits to a third-party utility from implementing 

3 the ABSU/B.C. Hydro CIS, is the benefit that it 

4 receives that it's getting a stable product or a 

5 product that has been used in service by a utility, so 

6 it's not involved in the start-up costs, as it were? 

7 MR. LEONARD: A: I don't really feel like I'm in a 

8 position to comment on how Accenture would market our 

9 CIS system, or frankly how they market CIS systems in 

10 general. I'm not really in a position to discuss 

11 that. 

12 MR. FULTON: Q: Yes, okay. And I'm not asking in terms 

13 of what -- how Accenture would market it. What I'm 

14 trying to understand is, what benefit -- B.C. Hydro 

15 surely must have some idea of what benefit a potential 

16 third-party source would have if it implemented the 

17 CIS that B.C. Hydro has with Accenture. 

18 MR. LEONARD: A: So, I guess maybe a way to look at 

19 this is if I were a third-party utility looking at 

20 this, I mean one of the things that I would look to 

21 is, as you've referenced, a stable system that is 

22 tried and trued [sic], the ability to reference a 

23 client, reference the application, and have an 

24 understanding on, you know, its actual performance 

25 levels, those types of things. I think that would be 

26 what a third party would get in looking at a system 
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1 similar to ours. 

Page: 1507 

2 MR. FULTON: Q: Okay, thank you. Now, I had some 

3 questions of Panel 2 on the risk and response program, 

4 and they were directed forward to this panel. One was 

5 simply confirmatory, and maybe, Mr. Stuckert, you're 

6 the one to answer this question. 

7 MR. STUCKERT: A: I am. 

8 MR. FULTON: Q: But can you confirm that the management 

9 action plans and the risk and response program 

10 disaster recovery and business continuity plans audits 

11 have been completed? 

12 MR. STUCKERT: A: Not all the tasks have been 

13 completed. We put together a plan to establish a 

14 disaster recovery centre. We set up a plan to set up 

15 the processes around which we would carry out the 

16 disaster recovery plan and business continuity. We 

17 evaluated and implemented a disaster recovery centre 

18 in Calgary, as part of the plan. We have since 

19 developed all the policies and procedures, and the 

20 process around a what's referred to as a "cold 

21 site", which is, we have the system on tape and on 

22 disc so we can load in the event of a disaster or 

23 business continuity. 

24 But part of the plan also was to move the 

25 mission critical applications, ones are really the 

26 point of our business, to more of what's referred to 
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1 as a hot site, which is running in real-time mode. 

2 We've only moved over one application out of eleven. 

3 Proceeding Time 3:19 p.m. T61 

4 MR. FULTON: Q: All right, thank you. B.C. Hydro is a 

5 part of the response to BCUC IR 1.71.2.2, advised that 

6 the current IT strategic plan -- or attach the current 

7 IT strategic plan which was dated May 2006. And in 

8 the response to the question, the response in part was 

9 that 

10 " ... B.C. Hydro was currently updating its 

11 five-year IT strategic plan to support 

12 forthcoming major IT initiatives. The plan 

13 is scheduled to be presented to the board in 

14 .May 2008, and B.C. Hydro will file it as 

15 part of the evidentiary update." 

16 Do you know whether that new plan was filed? 

17 MR. STUCKERT: A: The new plan was not filed. 

18 MR. FULTON: Q: Okay. And can you tell us why it 

19 wasn't filed as expected? 

20 MR. STUCKERT: A: Yes, when we started doing the 

21 analysis, in terms of the strategy plan, we looked at 

22 the current state in a fair amount of detail. We are 

23 developing approximately nine different layers in the 

24 strategy. It ranges from the business process 

25 strategy down through to infrastructure, data, 

26 applications, business, continuity, collaboration and 
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1 so on, so a number of layers, and it's a much more 

2 complicated process than we originally envisioned. 

3 However, we did establish some very key 

4 principles and directions with both the executive 

5 team, the board and through the auto risk management 

6 committee to establish some principles and directions 

7 on which the strategy will be governed. That is 

8 completed and we are following those. But we have not 

9 finished the detailed plans and deliverers for all the 

10 strategies. 

11 MR. FULTON: Q: Are those plans and strategies 

12 something that could be filed? 

13 MR. CHRISTIAN: I think the evidence was that the plans 

14 and strategies hadn't been finalized. 

15 MR. FULTON: Q: Or the principles and strategies. 

16 MR. CHRISTIAN: The principles I think hadn't been 

17 finalized, so that might be able to be filed. I don't 

18 know. 

19 MR. STUCKERT: A: Yes, we could do that. 

20 MR. CHRISTIAN: Then we will. 

21 Information Request 

22 MR. FULTON: Q: And is the plan, the shape of the plan 

23 that you're looking at, will it include budgets, 

24 cost/benefit analysis, analyses and deadlines as well? 

25 MR. STUCKERT: A: The actual strategy is being driven 

26 by -- started by the business process strategies which 
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1 we've gone through with each of the organization units 

2 within Hydro to define sort of future business 

3 processes. And those cascade down to applications and 

4 data strategies and so on. Related to that, there is 

5 going to be implementation plans for each one of the 

6 strategies, yes. We will have costs and benefits as 

7 it relates specifically to the IT component, which is 

8 which I administer, the eros, which are 

9 infrastructure costs that I will bear and will have 

10 costs and benefits as~ociated to it. 

11 Some of the strategies being -- other 

12 strategies being developed will have some magnitude of 

13 cost and benefit, depending on how far we get down in 

14 terms of the business process review. 

15 MR. FULTON: Q: Thank you. And do you have a new 

16 estimated time for finalizing the plan then? 

17 MR. STUCKERT: A: The plan has been in its final draft 

18 and will go through a review process with the 

19 executive team inside Hydro, at which time it'll be 

20 revised or updated depending on what the review shows. 

21 And then we will present to the auto risk management 

22 committee of the board, and then at that time after 

23 that, it'll be published as a formal document. So I 

24 can't give you an exact timefrarne because I don't know 

25 how long it'll take to get through the ATM board for 

26 processing. 
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1 MR. FULTON: Q: Right, and I'm not asking for 

2 exactitude. I'm asking for an estimated end date. 

3 MR. STUCKERT: A: Well, the part that I manage and 

4 control, we expect the draft to be completed by the 

5 end of the calendar year and the approval process is 

6 inside of the executive team and the board, I don't 

7 know yet. 

8 

9 

MR. FULTON: Q: Thank you. 

Mr. Lintunen, my next question is for you 

10 and it relates to property taxes. And in Exhibit B-

11 10, the evidentiary update of July, the statement 

12 appeared that the property assessments in 2009 would 

13 be higher than expected. You don't need to turn to 

14 that unless you want to. 

15 MR. LINTUNEN: A: Okay. 

16 MR. FULTON: Q: But would you agree with that summary? 

17 MR. LINTUNEN: A: I haven't read that evidentiary 

18 update, but okay, subject to check, sure. 

19 MR. FULTON: Q: Okay. And are you also expecting that 

20 the property assessments will be higher in 2010? And 

21 the reference, Mr. Lintunen, for my framing of the 

22 question about 2009, is at page 18 of the evidentiary 

23 update, section 5.3. 

24 Proceeding Time 3:24 p.m. T62 

25 MR. LINTUNEN: A: Okay. What was the question? 

26 MR. FULTON: Q: All right. So, do you also expect that 
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1 provided to you before the commencement of the 

2 proceedings. 

3 MR. CHRISTIAN: Thank you. I did get it, I distributed 

4 it, but it appears that 

5 MR. LINTUNEN: A: I have a copy. 

6 MR. CHRISTIAN: Oh, you do have a copy? Good. Does 

7 anybody else of the witnesses require a copy? Thank 

8 you. 

9 MR. FULTON: Q: Okay. And just for the record, this is 

10 a document that lists the capital expenditures with a 

11 gross value over $5 million that are to be carried out 

12 through the test period, and the details of those 

13 projects are described in Appendix J, pages 4 to 120 

14 of the application. And the projects are grouped, and 

15 those projects that I wish -- that I believe this 

16 panel is responsible for are page 3 of 4, "information 

17 technology", and pages 3 of 4 and 4 of 4, "properties 

18 and other". Correct? 

19 MR. LINTUNEN: A: Yes, I have the "properties and 

20 other" part. 

21 MR. FULTON: Q: Okay. And so, Mr. Stuckert probably 

22 needs the "information and technology" part. 

23 MR. CHRISTIAN: It sounds like we do have a witness who 

24 requires a copy of the witness aid. 

25 MR. FULTON: There you go. 

26 MR. CHRISTIAN: Thank you very much. 
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1 MR. FULTON: Q: And the columns show the project name, 

2 the spend, the in-service date, phase underway and 

3 existing CPCN. 

4 Now, you, Mr. Lintunen, have had an 

5 opportunity to review the witness aid prior to today? 

6 Proceeding Time 4:07 p.m. T70 

7 MR. LINTUNEN: A: Yes, I have. 

8 MR. FULTON: Q: Okay. Are there any projects that are 

9 in other areas that you believe should more properly 

10 be in the properties in other area? 

11 MR. LINTUNEN: A: Not that I'm aware of. 

12 MR. FULTON: Q: And Mr. Stuckert, you've had an 

13 opportunity to review the witness aid before today? 

14 MR. STUCKERT: A: I have. 

15 MR. FULTON: Q: And are there any projects in other 

16 parts of Exhibit A2-2 that should be in the 

17 information and technology section, other than those 

18 that are listed in the information and technology 

19 sector? 

20 MR. STUCKERT: A: No, there are no. 

21 MR. FULTON: Q: Thank you. 

22 I'm told, Madam Chair, that we have not 

23 marked Exhibit A2-21 yet. So if I could ask that it 

24 be marked. 

25 THE HEARING OFFICER: Marked Exhibit A2-21. 

26 THE CHAIRPERSON: Officially marked, thank you. 
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1 (WITNESS AID, HEADED "B.C. HYDRO .. .APPENDIX J ... ", 

2 PREPARED BY COMMISSION STAFF, (4 PAGES), MARKED AS 

3 EXHIBIT A2-21) 

4 MR. FULTON: Q: And if you go to the far right-hand 

5 column under "Existing CPCN" you will see that that 

6 column contains Ys and Ns, and the Y denotes "yes" to 

7 a CPCN, and the N is "no" for an existing CPCN. 

8 MR. LINTUNEN: A: I see that. 

9 MR. FULTON: Q: Mr. Lintunen, are there any projects in 

10 the properties and other area that you believe should 

11 have a Y rather than an N, or that you know should 

12 have a Y rather than an N? 

13 MR. CHRISTIAN: Well, I'm not sure what the question 

14 means. If the question is, are any of these projects 

15 certificated already, certificated through the CPCN 

16 process, is that what the question is? Or is the 

17 question should be there be an application for CPCN in 

18 respect of the former? The former is a fair question, 

19 the latter I submit is not. 

20 MR. FULTON: Q: And it is the former. 

21 MR. LINTUNEN: A: No, they are not. There's no CPCN 

22 for any of the projects. 

23 MR. FULTON: Q: And same question for you, Mr. 

24 Stuckert, under "Information Technology"? 

25 MR. STUCKERT: A: No, they're not. 

26 MR. FULTON: Q: If we look first then to the 
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1 information and technology section, to your knowledge, 

2 Mr. Stuckert, are there any of those projects that Mr. 

3 -- that B.C. Hydro anticipates it will be seeking a 

4 CPCN for? 

5 MR. STUCKERT: A: No. 

6 MR. FULTON: Q: Okay. And same question for you, Mr. 

7 Lintunen, under the projects. 

8 MR. LINTUNEN: A: Not that I'm aware of. But I'm not 

9 I don't, you know, make the decisions around CPCN, 

10 so that's 

11 MR. FULTON: Q: Okay. Now, in terms of the information 

12 and technology projects, Mr. Stuckert, are there any 

13 -- or have cost/benefit analyses and/or feasibility 

14 studies been done for those projects at this point? 

15 MR. STUCKERT: A: Are you referring to the phase which 

16 they're in? Definition phase and identification phase 

17 are both analysis phases. We would not have done a 

18 formal business case on it at this point. 

19 MR. FULTON: Q: Okay. And I see for the properties and 

20 other, Mr. Lintunen, that there are two that have 

21 implementation designations. Would cost/benefit 

22 analyses have been done on those projects? 

23 MR. LINTUNEN: A: I presume you're referring to 

24 building revitalization program and Central Park 

25 Place? 

26 MR. FULTON: Q: Yes. 
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1 Proceeding Time 4:12 p.m. T71 

2 MR. LINTUNEN: A: On a building revitalization program, 

3 that's made up of hundreds of smaller items, around 

4 the portfolio, so there would be no sort of cost-

5 benefit analysis across those hundreds of small items. 

6 But each one would have an appropriate level of 

7 business case and approval for them before it was 

8 done. 

9 MR. FULTON: Q: And just returning to you, Mr. 

10 Stuckert, I see that lines 69 and 70 are designated 

11 11 implementations 11 
• 

12 MR. STUCKERT: A: Yes. 

13 MR. FULTON: Q: So, do those have cost-benefit analyses 

14 or feasibility studies? 

15 MR. STUCKERT: A: The property, the PIM assistant does 

16 have a cost/benefit. It is in the second year of an 

17 implementation. The enterprise data warehouse 

18 project, I am not familiar with it, it's sort of quite 

19 a while ago. I would suggest it does have that. 

20 MR. FULTON: Q: Now, in terms of information technology 

21 projects, do you have an approval amount yourself that 

22 you can approve up to? 

23 MR. STUCKERT: A: With respect to the projects that are 

24 on the list there, many of those projects are 

25 business-driven. They come from the business units 

26 themselves, which will have gone through an approval 
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1 process within there. I do have a role to advise and 

2 sign off on technology and architecture-related 

3 things. With respect to the projects that are 

4 specific to information technology, yes, I do. My 

5 signing authority is up to a million dollars. 

6 MR. FULTON: Q: And after -- beyond a million dollars, 

7 where does the signing authority go? 

8 MR. STUCKERT: A: It goes to the CFO and if it's 

9 broader than that, it goes to the CEO, and if it's 

10 larger than that, it goes to the Board. 

11 MR. FULTON: Q: Okay. And so the CFO is what level? 

12 Do you know? 

13 MR. STUCKERT: A: No, I do not. 

14 MR. FULTON: Q: And do you have sign-off authority on 

15 -- as well, Mr. Lintunen, for the projects that fall 

16 within the properties and others? 

17 MR. LINTUNEN: A: Yes, I do. All of these projects, 

18 when they would be fully implemented, are beyond my 

19 signing authority, except I think the building 

20 revitalization is there's a lot of small projects 

21 in there, so many of those would be within my signing 

22 authority. 

23 MR. FULTON: Q: And your signing authority is 

24 MR. LINTUNEN: A: Is three million, oh, it depends. 

25 It's three million within plan, and $50,000, I think, 

26 ex-plan. 
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1 MR. FULTON: Q: Does B.C. Hydro have a current capital 

2 authorization request procedural manual? 

3 MR. LINTUNEN: A: I'm not sure if there's a capital 

4 authorization request procedure manual. We do have a 

5 expenditure authorization request process and policy 

6 for that, yes. I believe that may have replaced a 

7 number of the earlier ones. 

8 MR. FULTON: Q: And can you file a sample of that as an 

9 undertaking? 

10 MR. LINTUNEN: A: A sample of the process? 

11 MR. FULTON: Q: Yes. 

12 MR. LINTUNEN: A: It's yeah, it's one of our on-line 

13 documents that describes the process. 

14 MR. CHRISTIAN: We can file that, if I understand it's --

15 the request was for a manual that describes how to go 

16 through the capital authorization request. As I 

17 understand the evidence, there is a sample and some 

18 instructions on line with respect to the replacement, 

19 called the expenditure authorization request. 

20 MR. LINTUNEN: A: Yes. 

21 MR. CHRISTIAN: And it's the latter that's what you want? 

22 Then we'll file that. 

23 MR. FULTON: Q: Yes, because I understand there isn't a 

24 manual. 

25 MR. LINTUNEN: A: Not that I'm aware of. There may be 

26 something they have a hard copy of. The only copy I'm 
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1 aware of is an on-line version, so 

2 MR. CHRISTIAN: And we'll file that. 

3 Information Request 

4 MR. FULTON: Q: Thank you. If we run through the 

5 information technology projects, Mr. Stuckert, can you 

6 tell us what the risks are for B.C. Hydro in not 

7 proceeding with those projects within the test period? 

8 Proceeding Time 4:16 p.m. T72 

9 MR. STUCKERT: A: The majority of the projects are 

10 sustaining projects as opposed to growth projects. So 

11 these are incremental improvements, for most of them. 

12 The risks vary depending on what the project is and 

13 the state it's in. For example, the radio technology 

14 upgrade project, the risk is relatively high enough as 

15 it is to replace our emergency communications systems, 

16 so there's some significant risk related to it. We 

17 are working with quite aged assets, as opposed to 

18 something with less risk to it in terms of say the 

19 enterprise data warehouse, it will be lack of -- the 

20 system is designed to provide better information and 

21 management, so the risk is -- we still have to do 

22 things in a more manual nature and more labour-

23 intensive nature than it would be. So the rate risks 

24 would vary. 

25 MR. FULTON: Q: And in terms of those projects under 

26 properties and other, Mr. Lintunen, can you tell us 
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1 what the risks are to B.C. Hydro for not spending on 

2 each of those projects? 

3 MR. LINTUNEN: A: Some of the risks are described in 

4 Schedule J. Each one of those projects has a 

5 description of the requirement -- of the need for the 

6 project, and some of the issues that it is addressing. 

7 So some, you know, it's a variety of risks from 

8 environmental risks to safety risks to just business 

9 risks and dealing with aging assets. So I wouldn't 

10 say that there's just one common analysis for all the 

11 risks for each of the projects. You have to kind of 

12 look at each one and define the risks associated with 

13 it. So some of the buildings are in a tsunami zone, 

14 for example, so -- and some of the buildings are at 

15 the end of their life and in a seismic hazard zone or 

16 liguification zone. And some of them are aged-back 

17 systems that have just reached the end of their life 

18 or aren't working. 

19 So each one we'd have to kind of look at 

20 and get the risk associated with each project on its 

21 own. 

22 MR. FULTON: Q: Right, thank you. When I sent the 

23 witness aid to your counsel, I also indicated that I 

24 was intending to ask each of the panels who had 

25 witnesses responsible for these various projects, if 

26 they could rank the projects with 10 being the highest 
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1 priory, and 1 being the least priority. 

Page: 1543 

2 So I'll begin with you, Mr. Stuckert, 

3 because you have the fewest in number here. Are you 

4 able to do that? 

5 MR. STUCKERT: A: Well, maybe I'd just like to 

6 establish some context to that. We started a capital 

7 IT project review process last September, 

8 August/September. We went to the business units to 

9 define and help them what projects should be underway. 

10 That totalled about 64 projects, valued at over $100 

11 million in fiscal '09, and it was about the same 

12 number of projects, about $89 million in fiscal '10. 

13 We went through a number of iterations with line 

14 management, middle management, executive management, 

15 in going through and establishing a list of 

16 priorities. 

17 Proceeding Time 4:19 p.m. T73 

18 Those projects are the top priorities, 

19 which you would now see in Appendix J, are the 

20 projects that were approved for proceeding on from 

21 fiscal '09 and fiscal '10. I would call all those 8, 

22 9s, and lOs in terms of priority, because the company 

23 has already gone through the effort of prioritization 

24 from the initial list. 

25 MR. FULTON: Q: Right. And same question for you, Mr. 

26 Lintunen. 
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1 MR. LINTUNEN: A: And I guess I'd like to establish a 

2 better context. During the budget process there was a 

3 review done of the many reports that we had done of 

4 the buildings around the province, about a hundred 

5 buildings around the province, and we identified 

6 roughly 15 that we thought eventually, or due course, 

7 would require replacement or rebuilding for a number 

8 of reasons. For example, we may have an existing 

9 facility that's in a temporary facility-- is a 

10 temporary facility, like in Horn Payne or Maple Ridge 

11 or Chilliwack, where it's a growing area and there's a 

12 business need for it to be there, and right now it's 

13 in a trailer or it's in an unauthorized, really, kind 

14 of a facility, or is an end-of-life facility that's 

15 unsafe, like Port Alberni, which is in a tsunami zone. 

16 And out of those 15 or so, we narrowed it 

17 down to about nine or ten, and then also on the 

18 building revitalization side, we identified a body of 

19 work that was fairly large, and we made a proposal to 

20 start fairly aggressively to pursue that body of work. 

21 And in discussions with the CFO, he suggested that we 

22 cut that body of work back by some 50 million, which 

23 we did, and the results of that cut is what's 

24 presented in here. 

25 I guess I would look at the corporate 

26 facility improvements as a bit of -- in a bit of a 
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1 different light, because again, that is really 

2 addressing an end-of-life in a way that has a clear 

3 densification benefit. The other ones are a 

4 combination of end-of-life buildings and business 

5 

6 

7 

8 

9 

requirement needs. So I guess in that context I would 

suggest that I've given some of these different 

ranges, from 8 to 9, or 7 to 8, and I think one is 

already done, so I didn't give that a range. 

MR. FULTON: Q: Okay. So, if you so in terms of the 

10 ones that are 8 to 9 and 7 to 8, if you -- did you 

11 write down the ranges on 

12 MR. LINTUNEN: A: I've written it down here. So, for 

13 Maple Ridge, that's an 8 to 9 range. And for 

14 Chilliwack, 8 to 9. Port Kells is a 7 to 8. We had 

15 identified a need there, but arising from our Surrey 

16 campus review, and more recent information has shown 

17 that that Surrey campus review is still ongoing, so 

18 we're still sorting out what groups should go there. 

19 We've identified a building that needs to be evacuated 

20 there, but we're not sure what groups will go into 

21 Port Kells. Prince George --

22 MR. FULTON: Q: So what number did we give to --

23 MR. LINTUNEN: A: A 7 to 8. 

24 MR. FULTON: Q: Right, okay. 

25 Proceeding Time 4:23 p.m. T74 

26 MR. LINTUNEN: A: Prince George, again, it's a 7 to 9. 
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1 There's some more urgent issues there that we're 

2 dealing with, but again, in discussions, especially 

3 with Mr. Redford's group, they have some additional 

4 requirements that they've identified that we're in 

5 discussions with. They were looking at customer 

6 construction services having a larger presence there. 

7 So that'll probably take a bit longer for us to 

8 identify that full scope in the definition phase. So 

9 in the meantime we may have to do a few urgent things 

10 that are smaller to keep it going, but in terms of the 

11 replacement facility there's further work required 

12 than I had thought originally on that one. 

13 Horne Payne, that's a 9 to 10 because that 

14 is in a-- it's a number of temporary trailers in the 

15 side of an existing substation and it's a fairly 

16 urgent matter. The groups there take care of all the 

17 underground cables in the Lower Mainland amongst other 

18 things, and there's an urgent need to have a 

19 replacement facility there. 

20 Campbell River, again I described it in the 

21 8 to 9 range. 

22 Port Alberni, a 9 to 10 range again because 

23 it really is an end-of-life facility and it's in a 

24 tsunami zone, and we do need a replacement facility 

25 there right away. 

26 Surrey Campus Review, that's a 7 to 10, 
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1 because again there's a range of issues out at that, 

2 and it's in a definition phase. We did a stage 1 

3 review and there is sever~l hundred people there --

4 well, 15 business units are operating out of Surrey 

5 Campus, and the facilities are in various conditions, 

6 and the business requirements are still in a 

7 definition phase. But in the meantime we are again 

8 making sure that, you know, we take care of the life 

9 safety things and the more urgent matters. 

10 Building revitalization, I've kind of 

11 bucketed into sort of three buckets. I think about a 

12 third of it is a 10. It needs to be dealt with right 

13 away. About a third of it is an 8 to 9, and about a 

14 third of it is a 7 to 8. 

15 And the Dunsmuir facility improvement one, 

16 that's a 7 to 8. I mean in the sense of building it's 

17 not going to fall down, but I think that in that case, 

18 because of the requirements to densify or find 

19 optional space, I raised a priority of that as a 7 to 

20 8. 

21 Central Park Place, we've done the two 

22 floors that we proposed to do during the test period 

23 already because of customer care and conservation 

24 requirements there, so I didn't write that one. 

25 Edmonds Tower and the core building, I 

26 mean, I've rated as a 7 to 8. 
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1 It's really hard to rate these, you know, 

2 in terms of --it's sort of more of a gut sense than 

3 an overall picture. 

4 MR. FULTON: Q: Thank you for that. 

5 I next have some questions on People, the 

6 PeopleSoft Financial System, and the project 

7 justification for the enterprise financials upgrade is 

8 found at page 89 of the Appendix J. 

9 MR. LINTUNEN: A: I have it. 

10 MR. FULTON: Q: And there it's stated: 

11 

12 

13 

14 

15 

16 

17 

"The PeopleSoft Financials as an enterprise 

system which consists of accounts payable, 

asset management, billing, contract 

expenses, general ledger, project costing 

receivables. It is essential to B.C. Hydro 

for transaction processing, allocation, 

consolidation, financial reporting. This 

18 project involves the upgrade of People Soft 

19 Financial Software from the version 

20 currently in use, to PeopleSoft enterprise 

21 financial management, release 9.0." 

22 Proceeding Time 4:27 p.m. T75 

23 Can you give us some sense of the enhancements in 

24 financial reporting that are provided by release 9.0, 

25 Mr. Stuckert? 

26 MR. STUCKERT: A: Are you referring to functions, or 
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3 MR. STUCKERT: A: The basic PeopleSoft financial system 

4 was implemented about 2002, 2003, I believe. It is a 

5 basic system that we actually over a period of time 

6 did a significant modification to, to meet B.C. Hydro 

7 requirements. What we want -- what we're doing today 

8 is we're going through a business process re-design 

9 project right now, as to incorporate not only the 

10 functions and processes we see for the future, but 

11 also to incorporate the requirements for IFRS. 

12 We are, in fact, looking at PeopleSoft as 

13 one of the solutions, but we are also looking at other 

14 options, just in case we want to find a better 

15 solution. 

16 That said, these functions would include a 

17 lot of end user functions, better reporting functions. 

18 What's referred to as "work flow", which is more an 

19 automated process, as a step-by-step accounting 

20 process and those nature. 

21 MR. FULTON: Q: Okay. And do you know whether the 

22 release 9.0 will provide enhanced reporting to the 

23 extent that it can accommodate the IFRS reporting 

24 requirements? 

25 MR. STUCKERT: A: That is some current analysis we're 

26 going on right as we speak today. 
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1 MR. FULTON: Q: Okay, so you don't know the answer at 

2 this point in time, but you're looking at it? 

3 

4 

MR. STUCKERT: 

THE CHAIRPERSON: 

A: Correct. 

I want to make sure I understood Mr. 

5 Stuckert. So you say you are still looking at other 

6 options as well? 

7 MR. STUCKERT: A: Yeah, the team -- the accounting team 

8 in place today is really looking at all the business 

9 processes and reporting requirements, with a 

10 reflection of IFRS in particular, yes. 

11 THE CHAIRPERSON: Thank you. 

12 MR. FULTON: Q: Okay. So, I take it from that answer, 

13 then, that there may be a risk that you -- that B.C. 

14 Hydro needs to purchase a further release to 

15 accommodate the IFRS changes. 

16 MR. STUCKERT: A: I'm not sure it would be necessarily, 

17 Mr. Fulton, a further release. I think the capital 

18 forecast that was done in the initial budget was 

19 fairly pessimistic, in current terms of capability and 

20 what changes had to be made to the software. So 

21 within the scope of the financial constraints, I think 

22 we're -- I think the project is probably fine, but, 

23 yeah, yes, the answer is we have to review their 

24 proposal -- or the processes to ensure that we can 

25 deliver to the future. 

26 MR. FULTON: Q: All right, thank you. 
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1 That, I believe, concludes my cross-

2 examination, Madam Chair, other than the question or 

3 the series of questions that may arise as a result of 

4 Mr. Oulton's cross-examination of this panel tomorrow. 

5 THE CHAIRPERSON: Thank you, Mr. Fulton. I see delighted 

6 faces, I guess 1 for two reasons. It is 4:30, but it 

7 seems like there are a number of people in the room 

8 suffering from this hearing kennel cough, or kennel 

9 cold 1 whatever it is. So we'll all have a good rest. 

10 And now a reminder, tomorrow morning, then, 

11 it will be 8:30 start time, with COPE 1 and then an 

12 opportunity for Mr. Fulton to come back and after 

13 that, then, the panel questions, and then we will be 

14 finished with this panel. 

15 MR. FULTON: Yes. 

16 THE CHAIRPERSON: Thank you very much. So, we'll return, 

17 8:30. 

18 (PROCEEDINGS ADJOURNED AT 4:31 P.M.) 

19 

20 

21 

22 

23 

24 

25 

26 
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Expenditure Authorization Request (EAR} 

Section 1 Summary of Expenditures and Approvals I BCH-SAC I BChgdro m 
1122962 

Deic. ·1109 

Estimated In-Service Date: Mar. 31/10 

05cope Change 0 New Phase Oeost 01anoe High Level_ Business Driver: 0Growlh 

0 Other please specify: . 

Description . 
Is required to secure the first phase of SAP licensing to support BC Hydro's SAP program. To execute the IT&T strategy, it is evident that additional 
licensing will be needed, so this is the first stage of that acquisition. The annual support fees of 22% of the license cost will be capitalized In the 

de\leloroment stage of the project in F09 & F1 0. 

Prior Requests 

Name ODMS# 

Pro ect Initiator Enn Kludorf 

Grou Controller Carol Richards 625 

Senior Vice President or Vice President 

Jurlsdictional Don Stuckert 1260 

Co orate Rnanclal Evaluation Review Simon Paisle 3497 

Rnandal Charles Reid 112 

Chair, CEO or Preslden or Board 

1.4 Delegation of AJlQroval Authority for Contracts and Commitments 

Contract I Commitment 

1.5 Delegation of Project Reserve 

MAPP 1.2.1F.1 ·EAR Fotm 
March 2008 

Amount 
Delegated to 

(Name) 

Delegated to 

Delegated by 
(Title) 

· Delegated by 

I I 

Project ReseJVe Total 
Complete Section 1.5 . 

If appHcsble 

O$ 

Signature Date 

Signature Date 



Expenditure ~uthorization Request (EAR) 

Section 2· Annualized Forecast 
2.1 Project r:, .. '"tires by Fiscal Year (Up to date of project completion) ($DOD's) 

Prior 

""'"' Flscal2009 Flscal2010 · Fiscal2011 Fiscal2012 Balance Total 
Capital (Incl. 

COH&IDC) $ 1,289 $ 318 $ - $ - $ - $ 1 607 

Deferred DSM $ -
Deferred Reg -

!Other $ -
IARO $ -

$ - $ - $ 220 $ 220 $ 1,760 $ 2,200 

Total $ - $ 1,289 $ 318 $ 220 $ 220 $ 1,760 $ . 3,807 

\ llWc-S,h~ . ' 

' {apvt:AA-Itlo.k!.:>\., c} In 

2.2 Forecast Annual Net Income Impact (For Years following In-service)($ OOO's) Deve-Lof-1~ f~ ~ t;ytiJ 4>_ Vh 
- J fL-{L.cy (This table is only; 'for capital projects> $100,000) 

Revenue increase 

Cost of Enerqy 

1 Costs Increase'· 

Dt:j.ll <::vldUUI i & 11 

I Grants and Taxes 

!finance Charges 

!Other ""= fR.,,/cnues)- Specify: 

! Income Before ·R,.nulatory ~,.c.uu""" 
o. ·Transfers 

Net Income Impact 

2.3 DSM Program 
(This table is applicable for DSM Projec/S only) 

Annual Energy Savings (GWhNr) 

Cumulative Energy Savings (GWh!Yr) 

Demand Savings (MW) 

Unit Hydro Costs ·(¢/kWhl 

Unit Total Resource Costs j!II<Wh) 

Market penetration of technoloqy (%) 

Status ouo estimate (% \ 

MAPP 1.2.1F.1-EAR Form 
Msrch2DOB 

. Fiscal20 

-

Fiscal2009 Fiscal2010 

$ - $ -
$ - _§_ -

$ - $ -

$ - $ -· 

Ftscal20 · Fiscal20 

- -

FuU Program Year Final Year 

Fiscal 
Flscal2011 Fiscal2012 2013 to 2020 

$ 220 $ 220 $ _!,_ZQ_O 

$ 1~ _!_ 161 $ 482 . 

$ (381 $ (381 $ (2,242) 

$ 381 $ 381 $ ll_1g 

Total for this 
Balance . reguest Full Proqram 

-
- -

. -
-
-

~~J~ 
~~~ 
. ~~ 

i 



iture Authorization Request (EAR) 

SAP Financiais Licenslnq Phase 1 A 
PIN IT 
P (Planned) 
1320 (Capital) I xxxxxx (OMA} 
619500 (capital) xxxxxx (OMA) 

@ Specific Capltall60XXX 0 Deferred Reg Exp Other l6lXXX 

0 Operating Costs 6ooxxx 0 Recurring Capltai162XXX 

0 Deferred DSM 079XXX 

0 Retirements 760XXX 0 land Disposals 3ozx:j:x 

Business. Driver 
Buslne!!s Function 
Asset Categories · 

OTH 
CU (Computers) 
CSW (Computer Software) 100% 

Business Group ------..,.-:-=-:-' OMA: · 
____ _..:..1 O:.:O:...:o/..:..• 1 OQ35- BCH 

Parent Project (PWPKG) L6 

Section 4 Approved EAR Project Information 
' I :. ' I . .·' 'f . ·_,t l.' __ : '' ': ., '· _·.' _' . I.• - ' • '.,-_1 • . .· · __ .. . . ' :. . 

FlNAt.''SETUP INFORMATION REQUJRED,IN 1PEOPLE$0F)"PROJECTS (AFTER EAR APPROVAL) 

4.1 Steps to b.e completed in PeopleS.oft Projects 

D Project Approval page completed by loB/50 approver 

0 Approve the PINIT project by switching the status from "P" to "A" 

D Attach document to EAR prOject - (Justlfl~tlon should be kept on file, attach electronic copy to PINIT project) 

0 Create project(s) and add ~ the tree (see append!)( I for sample template) 

0 Create assets and/or assign cost allocatlons to existing assets via asset detailing (see appendix-II for sample template) 

D Create a retirement detailing to assign cost allocations to assets andior retire Individual assets (see appendix m Fro sample-template) 

4.2 Project-Activity Creation - Request Details 
AcUvity ID 001 (or NEXT) Activity ID . 001 (or NEXT) 
Activity Description Capital Activity Description· OMA 
Activity Type STD (Standard) Activity Type STD (Standard) 
Status A (Approved) Status A (Approved) 
Account Prefix Account Prefix 

---··-·-~ 

E f d In P leSoft P ro ects 
Activity ID Account Resource Resource Cat Resource 

• Prefix T e 'Sub-cate o 
001 160 X XX XXX 
002 aoo· X XX XXX 

TOTAL c:_~~:::::.~~-·~:-~=~~:::--lc;::_=-·=-=-=Jc:::.-~==--~-=--=---==-::_-:--J $ 
Note: the total resource amount must equal the Cumulative EAR Total for the Current Request In Section 1.2. The level of detail entered is discretionary, 

MAPPY.~~D:?JJ!~.I~%m, the level of detail In your Business Group reporting requirements 

March 2008 

Resource 
Amount $ 

1,607 
2,200 

3,807 



Authorization Request (EAR) 

Section 5 Capital Project Asset Acquisition/Construction 

5.1 Asset Summary 

Profile ID Description Location 

C80302 SAP financials licenses - Phase 1 DUN 

COMPLETE THE FOLLOWING SUBSECTION ONLY IF APPLICABLE 

5.2 Contributions In Aid 

Contributor's name 
Amount of total contribution'($ DOD's) 
Date(s) contribution(s) to be received 

CIA account distribution: 

MAPP 1.2, 1F, 1- EAR Fonn 
March 2008 

0 Yes, provide details 

$ -

307000 

Depreciation Impact {$ OOO's) 
Asset End Use Original Estimated Annua[Depr 
Type Dep't lD Cost Life Expense 

I 1320 $ 1,607 10 $ 161 

TOTAL{$ OOO's): $ 161 

ONo 



reAuthorization Request (EAR} 

Section 6 Capital Retirements 

d' 
-~~~ -----------.---
Request Dollars (OOO'sl 
Original Cost of Assets (A). 
Accumulated Depreciation (B) 
Net Book Value (C = A-B) 
Market Value (El 
Greater of NBV and Market Value (F) 

Estimated Dismantling Cost (D) 
Total Authorized Retlrement.Cost (E=F+D) 

---------------·--··------ \T ----

Asset Asset# 
Descrl tlon orTa ID · 

Total 

6.3 Trade-Ins 

Section 7 Write Downs 
Asset Description 

Total 

MAPP 1.2.1F.1-EAR Fonn 
Marr:h2008 

$ 

Cost 
·Balance 

A 

Total Prior Requests 

$ -
$ -

$ -

Accum. NBV 
De r. 

$ -
$ -
$ -
$ -
$ -
$ -
$• -
$ 

- $ $ -
B c 

Asset Cost· 
Identification Balance 

$ -

Current Re~quest Total Request 
$ - $ -
$ - $ . -
$ - $ -

$· -
$ - $ -

. $ - $ -
$ ---··- -

~ .. $ -

Est. Est. Profile ID Useful 
Dlsmantlln Life Life 

$ - $ - ; ---_:;_~~=r=-=--~~;-~:~\ 
D 

Accum. NBV Adjusted Adjustment 
Depr. ($ OOO's) Cost Balance Amount 

$ - $ -
$ - $ -· 
$ - $ -
$ - $ -
$ - $ -

$ - $ - $ - $ -



SAP Licensing Phase 1A 
Business Case · 
Sept24,2008 

Executive SummarY 

This document has ·be~n prepared to seek financial approval for the purchase of SAP 
software and a~sociated maintenance valued at $1.2 million (including taxes and 
maintenan<:;e) as negotiated with SAP Canada Inc. 

This is expected to be the first of a series of purchases from SAP to secure sufficient 
licensing to support BC Hydro's SAP program. This is .in alignment with the recently 
adopted IT&T strategy as approved byARMC; to execute the SAP Program, it is evident 
that additional SAP licensing will be needed, so this is the first stage of that acquisition. 

To mitigate overall financial risk to BC Hydro, a number of protections· are included 
· within the contractual framework to contain BC Hydro's overall financial commitment 

These include the ability to buy licensing incrementally as ne~ded and the ability to 
exchange software purchases in the future as BC Hydro's SAP program evolves. 

Background 

As per BC Hydro's new IT&T Strategy as endorsed by ARMC in May 2008, SAP 
software has been identified as the "default solution" to be used for ERP related JT 
implementations. The intent is to roll out the program incrementally as driven by 
business requirements and associated business case justifications. 

The initiai major focus area is Finance; BC Hydro is ·currently condwcting an SAP 
Financials Blueprint project, which is expected to culminate in the first major 
implementation of SAP outside of the existing 2003 CCS implementation. Follow-up 
projects may be initiated other.functional areas such as Project Management, Human 
Resources, Work. Management, Supply Chain, etc as driven. by business needs. 

To facilitate execution of the overall SAP program, HC Hydro needs to secure enterprise 
licensing. and accordingly detailed negotiations with SAP t.o establish an overall 
licensing framework have been underway for a number of months. 

·Alternatives 

Three basic approaches to negotiating an Enterprise Licensing Agreement with SAP 
were considered: 

1 I Buy full ~nterprise license up front. BC Hydro considered entering into a negotiation 
with SAP for the purposes of buying comprehensive enterprise licensing for SAP. This 
option was not selected since the full extent and timing of the SAP program is not yet 
known (i.e. these will be driven by the business) so therefore this option has a large risk 
of 'overbuying'. As well, this option triggers multiple internal funding and business case 
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issues since a large commitment would be needed upfront without certainty that all parts 
of the system will be used. 

2 I Negotiate individual parts and buy as you go. Another option is to negotiate each · 
incremental component with SAP as the program proceeds. This approach, while 
limiting upfront financial commitment, places BC Hydro in a disadvantaged position as 
the program proceeds. SAP will be less likely tp negotiate favourable.econoinic terms 
as the program proc~eds since BC Hydro's options in regards to the overall program will 
be limited; · · · · 

~I Negotiate overall contract upfront, but buy as you go. The final option is to negotiate 
overall enterprise licensil)g for all of the primary SAP components that BC Hydro may 
.ultimately, but inake eommitments (i.e. buy) only as those parts of the SAP program 

· become certain. For example, assuming ·that the business case for Financials is 
·approved after Blueprint stage. in December, then BC Hydro would secure the full 
licensing to facilitate the Financials implementation as previously negotiated. 

Option 3 has clear overall advantages for BC Hydro since this provides overall cost 
certainty and containment, yet does not lead to unnecessary financial commitments until 
the time where various software components are formally required.· BC Hydro is 
therefore pursuing this option during the curref)t negotiations with SAP. 

Detailed D~scription of Selected Approach · 

Giv~n that BC Hydro has adopted alternatiYe 3, the specific objectives duririg the current 
'contract negotiations have been as follows: 

1. to establish upfront overall cost certainty and cost containment on SAP ·software · 
licensing, including a cost effective overall program c~st. 

2. to adopt a "pay-as-you-go" approach, meaning that commitments to SAP are 
made incrementally. Typically this will occur only as business case approval is 
achieved for each incremental SAP program component. 

3. to ensure that an "exchange clause" is embedded within the SAP contract, 
a!lowing BC Hydro to exchange unused. SAP software components for other 
modules of equivalent value. This is important since given the extent and · 
complexity of the qverall SAP program and the associated SAP solution, there 
needs to be maximum after-the-fact flexibility to adapt as qetaiied design and 
implementation decisions proceed. This helps to mitigate rollout risk as the 
program evolves. · 

At this stage BC Hydro has made considerable progress during negotiations and there is 
comfort that these three goals are being.achieved. BC Hydro has received detailed 
information from SAP, including documents articulating overall program sofi\Nare costs 
with negotiated discounts, and contractual language which provides appropriate risk · 
mitigation around ability to exchange licensing as needed. The overall paramet~rs of the 
proposed deal have thus been outlined and the mutual intent of the parties is clear. 
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BC Hydro and SAP ar:e now proposing to make a limited commercial commitment in the 
for:m of pn initial purchase of SAP Financials software valued at $1M, plus associated 
maintenance arid taxes; 

As per the framework negotiated with SAP, the overail cost of the Financials licensing is 
estimated at follows: · 

. Current Phase 1 A 
Phase 1B (expected Dec/08) 
Per Seat User Licensing (assume 1,500 seats) 
Total Financials Licensing 

1,000,000 
QOO,OOO 

1,200,000 ** 
3,100,000 

** this component will require additional refinement pending detailed an~lysis of number 
of seats of various roles that will be needed for SAP Financials. 

There are three reasons for making this investment at this time (i.e. commit by 
September 30): · · · 

1) ·Concluding the agreement now provides certainty around two critical licensing 
terms that BC Hydro has negotiated with SAP. These concern BC Hydro's need 
to achieve unlimited use licensing (i.e. a simplified licensing structure for BCH 
where professional users _have access to all SAP functionality). Also, the overall 
discount structure and associated pay-as-you-go approach for the suite of 
software that BC Hydro needs as it builds out the SAP program ca11 be locked ir.r. 
Both of thes~ terms are non-standard arrangements and will expire by Sept 30. 
It is possible that SAP Canada may be able to extend these terms again in the 
future, but the vendor will need to go .through an internal re-approval process with· 
SAP Germany after expiry of their 3rd finanCial quarter. 

2) The new agreement considerably strengthens BC Hydro's existing SAP 
agreement (from 2002) in the area of Prote.ction of Privacy since it explicitly binds 
SAP to comply with the FOIPP Act yia attachment of BC Hydro's Protection of 
Privacy Schedule. · · 

3) The new agreement provides BC Hydro with access to the software components 
· required for the SAP Finahcials project detailed design stage. 

This business case therefore seeks funding for $1 ,200,000.-; which is effectively a down
payment on the software needed to enable the.Fiimncials phase of the overall program. 
This will also enable the overaiLcontrad negotiations to proceed into the next phase so 
that additional detailed terms and conditions can be concluded. 

Financial Risk Mitigation · 

In the event that for some unforeseen circumstance the overall deal fails to materialize, 
. the exchange clause proyision mitigates financial risk to BC Hydro in the following way: 
BC Hydro will be able to exchange the $1M value for any other. SAP software. Thi~ 
would include expansion of current SAP CCS licensing, AMI related SAP functionality, or 
any other SAP products as may be needed by BC Hydro in the future in accordance with 
the IT&T strategy. Overall the likelihood ·of riot consuming· at least$1 M in SAP software 
seems unlikely given that ARMC has endorsed SAP as.the defaulfERP solution c;1nd 
there are niany business drivers across BC Hydro creating demand for improved ERP 
solutions. 
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An additional component of financial risk relates to the ongoing annual maintenanc~ 
payment that BC Hydro commits to when purchasing-software .. This is charged at 22% 
of the original pu~chase price, or $220,000 for the purchase contemplated in this 
business case. In the event that BC Hydro fails to use this software or any other 
exchanged software, then maintenance can be cancelled ·under the terms of the 

·proposed contract. . · · 

Related Activities 

As indicated earlier, the first expected future rollout of SAP beyond the existing CCS 
footprint is in the area of Financials. The Fin.ancials Blueprint project was initiated in 
August 2008 and is expected to culminate in a full Financials business case by the end 
of December 2008. · · · 

This business case and the associated $1.2M expenditure will be. referenced in the full 
Financials business case (i.e. FinanCial Systems Replacement Project) since the 
software components purchased at the current time are related to SAP Financials. 

Assuming that the BC Hydro husiness case for the FinanCial Systems Replacement 
Project is _approved in the December 2008 timeframe, this will then trigger the next 

. incremental purchase of SAP-software (i.e. the balance .of the SAP Financials licensing). 
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Funding Request Details 

Approval is sought as follows: 

Expenditure 
• Softwar!:l Purchase:$1,000,000. +5% gst + 7% pst = $1,120,000 
• ·Maintenance for balance of 2008 @ 22% for 3 months = $55,000. + 5% gst + 7% 

pst = $61,600 · · · 
• TOTAL$1,181,600.-, (roundedto$1.2M) 

Funding source: 
• the funding for this purchase will come from the OCIO IT capital budget in 

department 9805. · 
• In particular the existing budget for the PeopleSoft Upgrade project will not be 

required since this is now being replaced by the SAP program as per the IT&T 
strategy. 

Funding classification: capital. 

Recommendation 

As· per the rationale outlined above; funding for $1.2M is sought and recommended. 

Enn Kiudorf, 
BC Hydro SAP Enterprise Lead, OClO 

1. 
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Expenditure Authorization Request (EAR) 

. ®Specific Olpif2l 

0 Deferred DSM 

0 Land !llspo<als 

O.New 

Summary of Expenditures and Approvals 

0 Recutring Capital 00perating Cost InltlaliYes 

0Defened Regujaloly other 

0 Cllpllal Relirement 

0 Scope ClJangm @New Phase 0 Cost Olange 

0 other please specify: 

I BCH -SAC I BChgdro m 
LB 1122962 

PINIT 1122961 

Dec.1109 

Mar. 31110 

0Growlh 

9307 

1320 

n.,.,,,.m,hAr 2008, BC Hydro received approval to purchase software Dcenses as a down payment on SAP enterprise licensing in order to lock in 
pricing. Ucenses worth $1 mDiion have been purchased to date. This EAR reylsion seeks approval to purchase the next phase of SAP software 

licensing as needed for the Finance project and partial ficensing for the Project & Portfolio Management (PPM) project for a total value of $2.1 mnlion. This 
also enables the continued execution of the IT&T strategy as it relates to enterprise appucations. Annual software maintenance fees of 22% wm be dealt 
with in the relevant ousiness case & EAR for each specific module, so it has been removed from this EAR. As this EAR is for the ficense purchase alone, 
and the configuration of the asset is dealt with in a separate EAR, Interest During Construction (IDC) has also been removed from this EAR. 

Pro ect Initiator Enn Kludorf 

Flnanee Lead Carol Richards 

Senior Vice President or Vice President Don Stuckert 

Financial 

1.4 

Contract I Commitment 

MAPP 1.2.1F.1·EAR Form 
March 2008 

Simon Paisle 

Charles Reid. 

for Contracts and Commitments 

Amount 

Total 

ODMS# 

00016985 

00013544 

00013605 

00016868 

00013679 

by 

Amount Project Reserve 
Complete Section 1.5 

If applicable 

Date 



Expenditure Authorization Request (EAR) 

1.5 Delegation of Project Reserve to 

Section 2 Annualized Forecast 

2.1 Project Expenditures by Fiscal Year (Up to date of project completion) ( $ OOO's) 

Prior 

Expenditures Fiscal2009 Fiscal2010 Fiscal2011 

Capital (Incl. 

COH& IDC) $ 3325 $ - $ -
Deferred DSM 
Deferred Reg -
Other 

ARO 
Operating $ - $ - $ -
Total $ - $ 3,325 $ - $ -

2.2 Forecast Annual Net Income Impact (For Years following In-service) ($ OOO's) 

2.3 DSM Program 
(This tab/~ is applicabl~ for DSM Proj~cls only) 

MAPP 121F.1-EAR Form 
M8n:h 2DOB 

Fiscal20 Flscal20 Fiscal20 

Full Pr am Year Final Year 

F1Scal2012 

$ -

$ -
$ -

Balance 

$ 

$ 

$ 

Balance 

Total fur this 
uest 

-

-
-

Date 

Total 

$ 3,325 

$ -
$ -
$ -
$ -
$ 3,325 

Full Pr ram 



Authorization Request (EAR) 

SAP Enternrlse _Licenses 
PIN IT 
A (Active) 
1320 (Capital) I 9307 (OMA) 
619500 (capital) 

@ Spedfic caplt:all60XXX 0 Deferred Reg Exp Other 161XXX 

0 Operating Co~ 600XXX 0 Recurring Caplt:all62XXX 

0 Deferred DSM 079XXX 

0 Retirements 760XXX 0 Land Disposals 3024< 

Business Driver 
Business Function 

Categories 

Business Group 

OTH 
CU (Computers) 
CSW (Computer Software) 

1 0022 BCH SAC 

100% 

100% 
Parent Project (PWPKG) 

Capital: BCH""'1oo22 > 22ooro1 > 22o01'o2 > 22oo1o3 > 112o595 > 11o9452 > 1122961 > 1122962 

Section 4 Approved EAR Project Information 

FINAL SETUP INFORMATION REQUIRED IN PEOPLESOFT PROJECTS (AFTER EAR APPROVAL) 

4.1 Steps to_ be completed in PeopleS oft Projects 

0 Project Approval page completed by LoB/SO approver 

0 Approve the PINIT project by switching the status from "P" to "A" 

D Attach document to EAR project • (Justification ·should be kept on me, attach electronic copy to PINIT project) 

0 Create project(s) and add to the tree (see appendix I for sample template) 

D Create assets and{or assign cost allocations to existing assets via asset detailing (see appendix n for sample template) 

·-

D Create a retirement detailing to assign co~ allocations to assets and/or retire lndlvld~l assets (see appendix m fro sample template) 

4.2 Project-Activity Creation - Request Details 
Activity ID 001 (or NEXT) Activity ID 
Activity Description CaQital Activity Description 
Activity Type STD (Standard) Activity Type STD (Standard) 
Status A (Approved)_ Status A (Approved) 
Account Prefix 160xxx Account Prefix 

--- -~~-- -- ------- ft p . 
Activity ID Account Resource Resource Cat Resource 

Prefix T e Sub-cate· o 
001 160 X XX )()()( 

- - - - -- - -
TOTAL c·- ~~=~--_---:_--_-::-- Jr - 1 - - .. jl-

J' • - --

~ 

--
--- -~ 

MAP~~\r~!Pr tQ.t~}l§source amount must equal the Cumulative EAR Total for the Current Request In Section 1.2. The level of detail entered Is discretionary, 
Maroh>%"&flbu16'ren&8rthe level of detail In you~ Business Group reporting requirements 

(or NEXT) 

Resource 
Amount $ 

3325 

:J $ 3,325 



Authorization Request (EAR) 

Section 5 Capital Project Asset Acquisition/Construction 

5.1 Asset Summary 

Profile iD Description Location 

C80302 SAP enterr>rise licenses DUN 

COMPLETE THE FOLLOWING SUBSECTION ONLY IF APPLICABLE 

5.2 Contributions In Aid 

Contributor's name 
Amount of total contribution($ DOD's) 
Date(s) contrlbution(s) to be received 

CIA ac;c;()unt_cll~tributlon: --·-- --·-··-

MAPP 1.2.1F.1- EAR Form 
March 2008 

'--.--'. 

0 Yes, provide details 

$ -

30700_Q_ 

Depreciation Impact ($ OOO's) 
Asset End Use Original Estimated Annual Depr 
Typo Dep'tiD Cost Lifo Expense 

I 1320 $ 3 325 10 $ 333 

. 

TOTAL($ OOO's}: $ 333 

0No 



iture Authorization Request (EAR) 

Section 6 Capital Retirements 

6.1 Fundina R ---- --------- ---- --~--

Reauest Dollars (OOO's) 
Original Cost of Assets (A) 
Accumulated Depreciation (Bl 
Net Book Value (C =A-B) 
Market Value (E) 
Greater of NBV and Market Value (F) 

Estimated Dismantling Cost (Dl 
JQ!aj Authorized RetlremenLC_()sl(E-F-!-D) __ 

-· ... _.-·-···-··- --··-·- T ----

Asset Asset# 
DescrloUon orTagiD 

Total 

6.3 Trade-Ins 

Section 7 Write Downs 
Asset DescrlpUon 

Total 

MAPP 1.2.1F.1 ·EAR Form 
Maroh 2008 

$ 

Cost 
Balance 

A 

Total Prior Re_questa 

$ 

$ 

$ 
--

Accum. NBV 
De or. 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

- $ - $ 
B c 

Asset Cost 
ldentlflcaUon Balance 

$ 

--------------------------- ---·---· 

-

-

-

-
-
-
-
-
-
-
-
-

-

Current Request Total Request 
' $ - $ - ! 

$ - $ -
$ - _$ -

$ -
$ - $ -
$ - $ -
$ - $ -

Est. Est. Profile 10 Useful 
Dismantling Salvage Life Life 

$ - $ -
D 

Accum. NBV Adjustad Adjustment 
Depr. ($ OOO's) Cost Balance Amount 

$· - $ -
$ - $ -
$ - $ -
$ - $ -
$ - $ -

$ - $ - $ - $ -



Expenditure Authorization Request 

COH and IDC Calculation 

Project Start Date 

In Service Date 

e.g. "Sept 15, 2008" 

e.g. "March 1, 201 0" 

Fiscal Year 
/DC Rate 
COHRate 

I Flscal2016 I EAR Input 
I Fiscal 2009 I Fiscal 2010 ·I · Flscal2011 · >I Fiscal 2012 I Fiscal 2013 I Fiscal 2014 I Fiscal 2015 •:Fiscal2018 :I. ·Total· I 

All CO$($ In $ 000'$ 
Capital Costs 
Non IDC/COH Capital Costs 
Deferred Regulatory I DSM 
Contributions In Aid 

IDC 
Overhead (COH) 
Finance Charges 

o.52% I .6.52% I . 6.51% I 6.52% I 6.52% 6.52% 6.52% M2% 
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0,00% 

No COHrate 1r ___ . ·;;~I -- JJ ·-... mE :nl~ --1 ~~- J~~ I · -1 
$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

;- : ·~ :1•;..:-1~ ~~ :~1:~."• [• •,p,~:l ~ C•l'' .~ i1· , ;1,;~ 

$ 
·s 

3,325 Total costs should match Section 1.2 
3,325 

$ -
::.J.:::.2~ Table 5.3 

Zf~~;;:~~l ~=~:: ~:; 
Table2.2 

Capital (Incl. IDC and COH) (j: ~ ~ ·J:~-:': ~-~ ... ~,~~ .. :.~:: .. .tL$~==z::;.~.£~.::t ..... ,$~~~l£::_::~~:~Zl.T.f;:- ·. ~ ... L:~~:.:. .. ::.!:'.:~~.:~~ .. :..~~:~~lf~SLl;_$__:_.:~.::2i.l $ 3,325 Table 2.1 

SAP Invoices: 

MAPP 1.2.1P. 1 • EiAR Farm 
Men:h2008 

Sese 
Sep..OB S 

09-Mar 

Total $ 

PST 
1,000,000 $ 

55,000 

131,738 
1,920,359 

3,107,097 - s 

Total 
70,000 $ 1,070,000 
3,850 58,650 

9,222 140,959 
134,425 2,054,784 

-~17,497 L 3,311,593 



SAP Enterprise Licensing 
Business Case Update 
March 30, 2009 

Executive Summary 

STRICTLY CONFIDENTIAL 
Contains commercially sensitive terms 

This document has been prepared to supplement and amend the original business case 
for SAP Licensing that was prepared in September 2008. At that time, BC Hydro 
purchased software valued at $1M from SAP and financial approval was granted via 
EAR #1122961. The initial purchase was executed as a down-payment on overall 
licensing and was needed to effectively "lock in" the pricing as had been negotiated 
earlier in 2008. · 

BC Hydro now proposes to purchase the next phase of SAP software licensing as 
needed to enable execution of its IT&T strategy in the area of enterprise applications. 
This purchase is valued at $2.1 M, for a total SAP enterprise licensing cost to date of 
$3.1 M plus taxes and maintenance. 

Once this purchase is completed, BC Hydro will have acquired licensing for the following 
SAP software components: 

• 1,500 professional user seats (unlimited use) 
• 2,000 employee self service seats (restricted to certain casual end user roles) 
• licensing for all components required for the Financials project 
• the majority of the licensing needed for Project and Portfolio Management, 

including full licensing to the SAP RPM product. (May need to supplement this in 
the future by purchasing additional user seats depending on final user counts for 
PPM). . 

• licensing for an online end user training package as needed to support various 
SAP rollouts (i.e. RWD Productivity Pak) 

• parti'al licensing for Human Resources 
• partial licensing for Work Management and Supply Chain 
• licensing for various SAP common infrastructure and tools including Business 

Intelligence (81), Governance Risk & Compliance (GRC), Portal and middleware 
(PI)' 

A significant feature of the March 2009 software is the inclusion of purchase options for 
up to $4.3M for the balance of the software needed to execute future BC Hydro projects 
such as PPM, HR, Work Management, Supply Chain, etc. 

If BC Hydro chooses to exercise all of the accompanying purchase options, the total cost 
of software would total $7.4M for 4,000 professional seats (unlimited usage), 2,000 self 
service seats and all the associated software as defined in the agreement. By way of 
comparison, the cost of the initial 2002 purchase of SAP software was $8M for coverage 
in the Customer Care area for 1,200 limited professional seats. 

Once this purchase including options is complete, BC Hydro expects that SAP enterprise 
licensing requirements will be substantially met for its SAP Program. There may be 
some minor additional purchases in coming years (e.g~ various specialzy SAP or third 
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STRICTLY CONFIDENTIAL 
Contains commercially sensitive terms 

party applications, or additional seats if BC Hydro's employee population grows), but 
these are expected to be of relatively small value. The only significant exception is 
coverage for SAP functionality related to Advanced Metering as needed to enable the 
SMI project. Such licensing is being arranged separately as part of the procurement 
process for the SMI program. 

A significant benefit in this contract is that BC Hydro has not committed to pay full capital 
cost nor annual maintenance for the $7.4M amount, but is only making this commitment 
for components purchased to date (i.e. $3.1 M). This is in keeping with the "pay-as-you
go" philosophy. Therefore, maintenance will not be payable on other areas such as HR, 
Work Management, Supply Chain until BC Hydro has project which are sufficiently 
advanced in those areas. Through inclusion of formal purchase options, BC Hydro has 
mitigated future financial risk of the SAP Program since prices and discounts have been 
locked in and can be exercised at BC Hydro's option. 

Alternatives (Updated for March 2009) 

As presented in the original September 2009 Business Case, three basic approaches to 
negotiating an Enterprise Licensing Agreement with SAP were considered. The original 
analysis is repeated below along with an update for March 2009. 

As per the original September 2008 analysis, alternative 3 continues to be the 
recommended approach and the March 2009 agreements are fully consistent with this 
direction. · · 

11 Buy full enterprise license up front 

September 2008 Analysis: BC Hydro considered entering into a negotiation with SAP for 
t~e purposes of buying comprehensive enterprise licensing for SAP. This option was not 
selected since the full extent and timing of the SAP program is not yet known (i.e. these 
will be driven by the business) so therefore this option has a large risk of 'overbuying'. 
As well, this option triggers multiple internal funding and business case issues since a 
large commitment would be heeded upfront without certainty that all parts of the system 
will be used. 

March 2009 Update: there is now more certainty on the full extent of the SAP program. 
Numerous projects are advancing, or in detailed analysis phases (Financials, Project 
Management, certain HR components, some Work Management components). 
Additionally there is strong organizational acceptance and endorsement of the enterprise 
SAP strategy. Nevertheless, there continues to be risk of 'overbuying' and the 
associated funding issues for software acquisition and maintenance payments remain. 

2 I Negotiate individual parts and "pay as you go". 

September 2008 Analysis: Another option is to negotiate each incremental component 
with SAP as the program proceeds. This approach, while limiting upfront financial 
~ommitment, places BC Hydro in a disadvantaged position as the program proceeds. 
SAP will be less likely to negotiate favourable economic terms as the program proceeds 
since BC Hydro's options in regards to the overall program will be limited. · 

" . 
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March 2009 Update: this alternative continues to be problematic for the reasons stated 
above. 

3 I Negotiate overall contract upfront, but "pay as you go". 

September 2008 Analysis: The final option is to negotiate overall enterprise licensing for 
all of .the primary SAP components that BC Hydro may ultimately need, but make 
commitments (i.e. buy) only as those parts of the SAP program become certain. For 
example, assuming that the business case for Financials is approved after Blueprint 
stage in December, then BC Hydro would secure the full licensing to facilitate the 
Financials implementation as previously negotiated. 

March 2009 Update: in the period following the September 2008 purchase, SAP and BC 
Hydro continued negotiations with a view to finalizing an agreement. BC Hydro's 
objectives were to secure the licensing rights needed for near term projects and firm 
options for future projects, and that these options must be consistent with the pricing 
established during the September 2008 discussions. During these negotiations, SAP 
actively promoted a more substantial deal along the lines of Option 1. The execution of 
the September 2008 contract has been advantageous to BC Hydro since it has been 
used to reinforce full consistency in the pricing and terms associated with the balance of 
the contract. Negotiations on details have been lengthy, but contract terms have now 
been agreed that include the purchase of an additional $2.1 M in software delivered in 
March 2009 with firm options for the balance of the software as needed for future parts 
of the SAP Program. This meets BC.Hydro's objectives as stated above. 

Description of Selected Approach 

This business case recommends Option 3 and the license agreements have accordingly 
been established along these lines. 

Details are: 

1. Software Licensing. In March 2008,.BC Hydro is committing to an additional 
$2.1 M contract to supplement the $1M agreed in September for a total of $3.1 M. 
This cost is being funded as per this business case so that all Enterprise SAP 
licensing costs are contained in one EAR. The full details are outlined in 
Appendices F; G H, I of the Contract (these are commercially sensitive and will 
not be attached to this business case, but are available for viewing as needed). 
BC Hydro hence establishes usage rights to the following SAP components: 

o 1,500 professional user seats (unlimited use) 
o 2,000 employee self service seats (restricted to certain casual end user 

roles) 
o licensing for all components required for the Financials project 
o the majority of the licensing needed for Project and Portfolio 

Management, including full licensing to the SAP RPM product. (May 
need to supplement this in the future by purchasing additional user seats 
depending on final user counts for PPM). 
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o licensing for an online end user training package as needed to support 
various SAP rollouts (i.e. RWD Productivity Pak) 

o partial licensing for Human Resources 
o partial licensing for Work Management and Supply Chain 
o licensing for various SAP common infrastructure and tools including 

Business Intelligence (81), Governance Risk & Compliance (GRC), Portal 
and middleware (PI) 

2. Software Options. As discussed earlier, the execution of these agreements 
establishes the formal rights of BC Hydro to purchase additional software at 
locked in prices. This achieves cost certainty on future phases of the SAP 
Program should BC Hydro elect to proceed with those projects using SAP 
software. The details of these options are included in Appendix G of the 
agreement (again not attached to business case due to sensitivity). If BC Hydro 
exercises t~ese options, this is expected to trigger further updates to this 
business case. 

3. Software Maintenance. In executing these Software Licensing Agreements, BC 
Hydro is making a commitment to pay 22% maintenance per annum on the net 
negotiated purchase price. These maintenance components payable to SAP. will 
be dealt with as part of the business cases of individual projects; this achieves 
linkage and matching of ongoing operating costs including an appropriate share 
of software maintenance with associated business benefits. · 

Funding Request Details 

Approval is sought as follows: 

Expenditure 
• Software Purchase: $1 ,OOOK (Sept 2008) +$2, 1 OOK (March 2009) = $3,1 OOK 
• GST at 5% = $155K 
• PST at 7% = $217K 
• TOTAL $3,472K 

Funding source: 
• This is an ex-plan expenditure and was not budgeted in F2009. 

Funding classification: capital 

-· AN' 
:(_\!JV 

"" v\f'l Recommendation 
/ 

As per the rationale outlined above, funding for an additional $2.1 M is sought and 
recommended. This raises the overall value of the business case to $3.1 M plus tax, for 
a total of $3.5M. 

Enn Kiudorf, 
BC Hydro SAP Enterprise Lead, OCIO 
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· E:lpenditure Authorization Request (EAR) 

Summary of Expenditures and Approvals . BChydro m 

ONew @ Revlsla'n: 

0 Recurrlng Capital 

0 Deferred Regulatory Other 

0 Capital Retirement 

00perat!ngCost:Inltlallves 

0 Scope Change @ New Phase 0 Cost 01ange 

For Capital Projects Only 
Estimated Project StE!rt Date: 

Estimated In-Service Date: 

High Level Business Driver: 

L:O:_o~th:er~please==:spedfy:=:::~· =========----'~Originating Department (CC) 

Project Description . 

01-Aug-08 

31-Mar-10 

0 Growth 

Subsequent to the Blueprint Phase, it is recommended that BC Hydro proceed with the implementation of SAP Financials to replace BC Hydro's 
existing Financial systems (Peoplesoft Financials v8.0). The total prior requests were approved on PIN IT 1123613 Revision 1 on February 17th, 2009 

Prior Requests Current Req 

Name 

Pro'ect Initiator Che I Yaremko Chief Accountin Officer 

Finance Lead - Co Carol Richards 

Don Stuckert, VP & CIO 

Co orate Financial Evaluation Review Simon Palsle 

Charles Held 

Chair CEO or President, or Board Bob Elton 

1.4 Delegation of Approval Authority for Contracts and Commitin.ents 

Contract I Commitment 

I 

elegation of Project Reserve 

MAPP 1.2. 1F. 1 -EAR Form 
March 2008 

Delegated to 
Amount. (Name) 

Delegated to 

Total Expected Amount 

··Position# 

00013966 

00013544 

00013605 

00016868 

00013679 

00010001 

Delegated by 
(Title) Signature Date 

Delegated by Signature Date 



Expenditure Authorization Request (EAR) 

Section 2 Annualized Forecast 
2.1 o,.,,;~.~H:::vnon,rlih 

2.2 Forecast Annual Net Income Impact (For Years following In-service) ($ OOO's) 
table is 

2.3 DSM Program 
(This table, is applicable for DSM Projects only) 

MAPP 1.2. 1 F. 1 - EAR Form. 
March 2008 

Fiscal2009 Fiscal2010 Fis~l2011 

\ 

Fiscal 



Authorization Request {EAR) 

MAPP 1.2.1F.1· EAR Form 
Man:h2008 

Financial Syslems Replacement Project (FSRP) 
PINIT 
P (Planned) 
9307for OMA & capital work In progress; asset to be detailed to BCH-SAC dept 1320 
Capital: 619500 I OMA: 442400 

0 Deferred D5M 079XXX ® SpecJf!c C.pltai160XXX 0 Deferred Reg Exp Other 161XXX 

0 Operating Costs 600XXX 0 Recurring C.pltai1G2XXX 0 Retlremonts 760XXX 0 Land Disposals 302XXX 

Capital: 
REL 
cu 

csw 

10035- asset to be detailed to. 
BCH-SAC dept 1320 

Initiative OMA: · 
REL 
cu 

csw 

10035 

Capital: BCH_10035>CORPORATE>R1200_CFO>OCIO_R9609>1080717>10B719>1123613>1 

Blueprint Phase 2lnltiatlve OMA: BCH_10035>CORPORATE>R1200_CFO>OCIO_R9809>1080717>108719>1123613>1 

Blueprint Phase 1 Initiative OMA: -mov'e OMA L8 project 1122626 (under L7 POPER 1068311) to new PINIT 1123613 

4.1 Steps to be completed in PeopieSoft Projects 
0 Project Approval pege completed by LoB/SO approver 

0 Approve the P!NIT project by swlb:hlng the sllltus from .,.. to •K · 

0 Attach document tu OAR project- (Justlfation should be kept on file, attach electronic copy to P!NIT project)' 

0 Create project(s) and add to the tree (see appendix I for sample template) 

0 Create assets and/or ass!gn rost allocatlons to existing assets via asset detaillng (see appendix n for .;.mple template) 

0 Create a retirement det:Biilng ~ as:stgn. cost alloCations to assets and/or retire Individual assets (see. appendix m fro sampk! template) 

4.2 Project-Activity Creation - Request Details 

CAPITAL L8 1123614 Initiative OMA- Phase 2 
Activity ID ····'···· .... CAPITAl,.··· (or NEXT) ActlvltyiD . CHANGE., .. , · 
Activity Descrtption ~~llcation Develo~ment Activity DescrtpUon Change Management 
Activity Type STD (Standard) Activity Type STD (Standard) . 
Status A (Approved) Status A (Approved) 
Account Prefix Account Prelix 

Initiative OMA- Phase 2 LB1123615 Initiative OMA ·Phase 2 
AcUvitylD · TRAINING. , ... ,. .·(or NEXT) AcUvityJD .. DATA .. ,. 
Activity Descilption Treinln9 Activity Description Data Conversion 
Activity Type STD· (Standard) Activity Type STD (Standard) 
Status A (Appr9ved)' Status A (Approved) 
Account Prefix Account Prefix 

---.- ..... .._ ...... ,7 ..... t',r,t-'t"IV'"'"" ... ,-,.,, ............. , o ""'"""tJlV''"'"•"''"' ov .,;..,......,. , 

ActivityiD Analysis Type Account Resource Resource Cat Resource 
(EARorEAUl Prefix Type Sub-category 

CAPITAL EAR 160XXX 4 41 415 
lmptementaUon OMA EAR aooxxx X XX XXX 
Phase2 OMA EAR BOO XXX X XX XXX 
Phase 1 OMA 600XXX X XX XXX 
TOTAL ' 
Nota: the total resource amount must equal the Cumulative-EAR Total for the Current Request In SecUon 1.2. The level of detail entered Is discreUonary, 
but should reflect the level of detail in your Business Group reporting requirements 

LB 1123615 
(or NEXT) 

LB 1123615 
, (or NEXT) 

Resource 
AmoUnt($) 

15 180.0 
2,316.0 

454.0 
750.0 

18,700.0 



Expenditure Authorization Request (EAR) 

Section 5 Capital Project Asset Acquisition/Construction 

5.1 AssetSummary 

Profile iD Description 

C80302 Software Mainframe 

Location 

EDM 

COMPLETE THE FOLLOWING SUBSECTION ONLY IF APPUCABLE 

MAPP 1.2.1F.f·EARForm 
March 2008 

5.2 Contributions In Aid 

Contributor's name 
Amount of total contribution ($ OOO's) 
Date(s) contribution(s) to be received 

CIA account distribution: 

0 Yes, provide details · 

$ 

307000 

Depreciation impact $ OOO's . 
Asset End Use Original Estimated Annual Depr 
Tvoe Deo'tiD Cost Life Expense 

I 1320 15,180.0 10 1518.0 

TQII\L (UJ~;___ - J,51Jl.Q_ 

0No 



Authorization Request (EAR)' 

MAPP 1.2.1F, 1 -EAR Form 
Morch2008 

Section 6 Capital Retirements 

6.1 FundingRequest 
Request Dollars (OOO's 
Oriolnal Cost of Assets fA' 
Accumulated Depreciation fB 

· Net Book Value C = A-B 

Total Prior Requests Current Request' I Total Request 
.. -·;:;;:.;;.::'! :· -~ ; .... ,:;-··.- ·:··;:: :::" :-~:;::-

::::.:.:~:. ::"H:-:: ::;::::;i·! :.:.:.:~::: · :: ::.:::::'- :-~: :: • I· ::::~:!1:!!.-F; :_f';-:; i: · 
::·"':""""!:.:. ·:o,; -~; :;::,.:.·::;;:. ·.-·:::..1: .. ':"'.\]: :·'zt;:~.~~ .. -· 0:::::: 

Market Value E ·'".:;;:""''';:;"·;;: '"i': -· " 
Greater of NBV and Market Value (F) ··;;·'"''"'" ,,_c; ·,,''"'"-"""' 
Estimated DlsmanUing Cost CD 
,Total Authorized Retirement Cost (E=F+D 

6.2 Retirement Dollars _($_0!)0's) 
Asset I Asset# 

Description or Tag ID 
Cost 

Balance 
::::.. .. : .. :.: . .:::~:;~:l(:-:-·.: ::::?:::.::::::::r,:: :.::::~. 

Accum. 
Depr • 
... ,, ... ,.,,.,.:.::;-.~:;;;·;'" 

NBV 

1',;,;;::.::: 

.t:;·'·'"'''"·~·~,·'"''' ''"'''~9f!C',:'c:0J.;i:':.':.IJ':'i': ·'" :'·:·;,;:~::! ,,,,, ,;::;,;:!:i'!:{'~:~;:;g 
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Expenditure Authorization Request 
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1 Classification 

The FSR. Project is primariiy a sustaining capital project (approximately 80% of total expenditures), with an 
operating cost component (approximately 20% of total expenditures). 

2 Executive. Summary 

The Project Management Tee1m and Steering Committee is recommending tllat BC Hydro proceed with full 
implementation of the FSR Project- the replacement of the PeopleSoft Flnancials systems with SAP 
Financials. Specific deliverables of the project include replacement of the 'general ledger, project costing, 
accounts payable, accounts receivable, sundry billing, expenses, asset management; ahd reporting ahd 
budgeting modules. 

This business case documents BC Hydro's need to proceed with the FSR Project, and specifically supports 
funding approval for the implementation phase, d.uring which BC Hydro will complete d~sigj1 and. implement 
SAP Financials on a coordinated basis with the implementation of International Financial Reporting 
Standards for external reporting purposes. 

The· FSR Project is scheduled for completion with a target go-live date for the SAP Financials systems of 
April .1, 2010. Total costs, including capital expenditures and operating expenses, are expected to be $18.7 
million, inclusive of a contingency of $2.1 million. · 

Issues I Opportunities: · 

BC Hydro's existing financial system cannot adequately suppqrt a number of curren~ requirements, most 
notably imminent s.tatutory and regulatory reporting requirements. These include International Financial 
Reporting Standards (I FRS) and the BCUC Uniform Standards of Accounts (BCUC USoA). Inability to 
comply with these externally mandated requirements could expose BC Hydro and its shareholder to 
reputational risk, and potentially damage relationships with external stakeholders. 

BC Hydro's current financial system is a significantly customized version of PeopleSoft that ho longer mE)efs 
BC Hydro's business requirements, and that is not supported by the yel')dor. Without a significant change to 
the financial systems, BC·Hydro does not have an efficient and reliable long-term solution to support 
ongoing changes to business organization or rt3quirements. · 

In meeting the immediate need to comply with new business 'reporting requirements and address an aging, 
inefficient and unsupported financial system, an opportunity also exists to align with the BC Hydro's IT&T 
Strategy of leveraging a common SAP ERP (enterprise resource planning) platform across SC Hydro. SAP 
is the preferred I default solution so long as it will meet BC Hydro's functional requirements and other tools 
will be incorporated only where they work better. 

Performance against key financial and non-financial objectives 

. Th~ recommended Financial Systems Replacement Project addresses the following needs: 

• It will provide fu·nctionality to address new statutory, regulatory and internal financial and management 
reporting requirements: !FRS, BCUC USoA reporting, and P~ase 3 of BC Hydro's internal Financial 
Simplification Initiative (FSI). 

FSRP Business Case Draft & Confidential- For discussion only Page4 of 35 



• It Will repiace PeopleSoft financial systems, which are nearing end of life, are unsupported by the 
vendor, and which do not adequately support current business requirements. 

• It will implement process improvements I efficiencies for the BCHydro Finance and Corporate 
Information Technology (IT) communities to increase work capacity, reduce reliance on ad hoc analysis 
and spreadsheets and will provide a single source of truth for financial information and improve d.ata 
reliability. 

• It will increase the use of system enabled internal controls to replace existing manual internal controls, 
increase the use of automated workflow .. 

. • !(will conform to BC Hydro's Information T~chnology & Telecommunications (IT&T) Strategy to leverage 
a single SAP ERP environment, facilitating enablement of IT sustainment cost savings in the long-term. 

Alignment· with purpose, short term priorities and Guiding Principles 
. . - . 

The FSR Project's links to BC Hydro's short term priorities and Guiding Principles are indirect in nature, and 
arise from the overall IT&T Strategy to deliver and operate: efficient and effective technology systems to 
enable BC Hydro to achieve its goals. · ' · · · · · · 

The FSR Project is an enabler of BC Hydro's financial strategy to streamline financial processes and 
simplify its aC?counting and data models. This wili provide finance staff with better tools and improved access· 
to information and in turn will improve Finance staff productivity and offset staffing increases that would 
otherwise be necessary to satisfy new reporting requirements. Financial benefits are also achieVed by 
avoided future IT costs related to re-implementation or upgrade of PeopleSoft systems, and reduction of 
future IT sustainment and maintenance costs associated with SAP financial systems as part of a broader 
SAP program. · · · · · · 

Social benefits will result from compliance with external reporting require,men~s (I FRS. compliance) and the 
ability to meet reporting needs established with our regulator. This supports stronger relationships with 
external stakeholders. 

There are no significant environmental benefits, costs or business drivers· associated with this project. 

Risks and Mitigation: 

Identified known risks that could adversely impact the success of this project are: 

• Schedule and cost may be negatively impacted by mobilization delays and iack of availability of 
internal and external labour. This is mitigated by securing commitment of internal resources 
throughout the project timeline. Also, confirmation of availability of external consultants has been 
obtained through several recent external procureme~t processes. . 

• Project Execution may be threatened as the contractor model versus use of an SAP integrator is a 
new approach for BC Hydro and increases schedule.risk and imposes coordination challenges to 
project manage. This is mitigated by the appointment of an experienced Project Manager and the 
use of well qualified externi:!d consultants. This approach has been in use for several months and is 
proving successful. 

• Coordination with other projects may not be achieved, undermining project success. This is 
mitigated by a strong governance structure with the same Executive Sponsor for SAP/ I FRS I FSI 
Projects, and closely coordinated FSR Project and I FRS 'steering committees both of which have the 
same Chair. . 

• Level of Change may be too great for BC Hydro Finance.community in light of multiple upcoming 
initiatives (I FRS, F!nancial Simplification, SAP implementation) as well as other ongoing cyclical 

FSRP Business Case Draft & Confidential- For discussion only Page 5 of35 · 

. ; 



planning I budgeting and Revenue Requirement Application pressures. This is. mitigated by 
dedicated change·management for this project and l.FRS being coordinated through the 
management team within BC Hydro's Enterprise Strategy and Business Transformation group. 

• Business reputation may be impact~d if !FRS reporting deadlines are not met due to delays in 
implementing this project. This is mitigated by creation of a detailed "Plan B'' for IFRS-transition. 

Current Funding Request: 

Based on work completed to date in the Blueprint Phase, the total. project cost is estimated at $18.7 million. 
The table below summarizes the Project funding history and current cost estimates. 

costs to 
Date 

Prior Funding 
· Request 

$1.2M 
-"··::~~:?di;;;$4~Hill.:' 

;:~~.~J.~~:~'i$;?rtfilil•1 
$5.4M 

Contingency Tc:;>tal 
Authorized 

Amount. 
$3.5M 

{i~'it€il;$Jt4)lMi 
Pi9M1i 

SAP licensing and common infrastructure costs to support the BC Hydro's overall SAP prog~am including 
this project are addressed under a separate business case. 

Project Success: 
. . . . 

In addition to being complett:;d on-time and on~budget, the following primary FSR Proj~ct delivera[)les will. 
form the basis for project success. When possible, quantifiable performance measures (metrics) will be · 
used to determine whether the project delive,rables have been achieved. 

• Compliance with statuto~ and regulatory reporting 
• Accurate and timely financial reporting 
• Financial simplification 
• Embedded internal controls 
• Standardized anq consistent financial data 
• Faciiitation of single ERP 
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3 Issue Definition 

Description of the Problem/Op,:mrtunity 

Th.~ follow.ing probleJ11s and opp.ortunities represent the· key drivers in the. peqisioh ~o ch-ange BC Hy.dro's 
current financial systems. · . · . 

New Reporling Requirements 

BC Hydro is subject to. significant upcoming changes in its external reportin.g requirements, which cannot be 
met using the current PeopleSoft financial systems. They are: 

International Financial Reporting Standards (I FRS) conversion: As a government business . 
enterpris~; BC Hydro is consh;lered a pupllcly a¢countable enterprise and will be required to implement 
I FRS. effective for its fiscr:d 2012 year, il1cluding comparative information for Fiscal 2011. I FRS wHI 
replace Canadian Generally Accepted Accoun~ing Pi'inpiples as the primary authoritative reference for . 
establishing BC Hydro's acc~untihg. pofides. . . 

BC Hydro must reflect the new accounting requirement related to I FRS in its quarterly and annual 
audited financial statements for the Fiscal 2012 year. The chimges are particularly significant anc;i have 
impC~qts to the c!Jrren.~ 13.ccounting practices of regulated enterprises such as BC f;!Ydro. · · 

The major changes will neeci to be IT-enabled due to the high volume of accounting transactions that are 
affeCted, particularly in the topic area of prope.rty, plant and equipment. Virtually ali Canadir~m regulated 
electricity utilities (Canadian Electrical Association members) are preparing for significant changes or 
replacement of their fina~cial and other systems to enable IFR$ .conversion. · 

It should be noted thCJfasse$smerits are currently underway that could significantly influen~e BC Hydr9's 
requirements related to IFRS conversion. Specifically, the International Accounting Standards Board ! 

(lAS B) is currently reviewing the status of accounting practices for regulated enterprises. Similarly, the ,. 
Cani;idi<;in PublicSe~tor Accb1,1nting Standards Board (PSAS) is Cllrr,ently.reviewing the status of 1 

government business enterprises, such as .BC Hydro, to determine whether they qua!ify as publicly . I' 
accountable enterprises. It is unlikely th.at these issues will be fully res<;>lved prior to tlie start of th~ .. 
implementation phase of the FSR Project. · · 

Belie Uniform Standards. of Accounts (Regulatoty) Reporting: The British Columbia Utilities 
Commission (BCUC) has been requesting that BC Hydro provi~e annual reporting to them that is 
comparable to reporting that is currently provil:)ed by either BCUC-regulateq utilities. .· · 

Specifically, in the F2009/F201 0 RRA decision, the BCUC directed BC Hydro to adopt the BCUC USoA 
by no later than the F2012 repoii:ipg year (Directive No. 54}, arid that if BC Hydro is tore-platform to a 
replacement financial system this replacement financial system is to fully incorporate the BCUC USoA 
(Directive No. 55). · · · · 

BC Hydro intencls to update its data model, accounting model, <;lnd financial systems to allow for 
<;lUtomated reporting of BC Hydro's fihancial information consistentwlth the BCUC U$oA. Most other 
SCUC-regulated utilities are able to provide this sort of reporting, however, BC Hydro canhot currently 
meet thi~ requirement. This is due to the complexities within BC Hydro's internal accounting models, as 
well as the complexity reiated to the customizatioh and complex integration of the PeopleSoft systems. 
This has been a topic of discussion in BC Hy~ro's last tw~ revenue requirement processes,· 
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Inability to meet these external requirements could expose SC Hydro and its shareholder to reputational 
risk, and potentially damage relationships with external' stakeholders. 

The imminent reporting requirement changes will require sfgnifica,nt change to BC Hydro's data capture 
rules and accounting practic~s. and should be system-enabled. The FSR Project provides an opportunity to 
ensure that these. significant changes to BC Hydro's external reporting requirements will. be satisfiE)d through 
system and process changes instead of the permanent addition of staff; The related business requirements 
have been captured as part of the Blueprint (definition) Phase. · · 

Any system upgrade or replacement should meet the objective of complying with these statuto,.Y and 
regulatory reporting reguirements. 

Existing Unsupporled Financial Svstem 

The need t~ consider upgrading or repiacing exh~ting financic;lfsysfems relates to the fact that the · 
People Soft systems are. [lear the enc;l of their useful life. ThE) PeopleSoft ~ystems were implemented in 2002 
and initially included significant customization to' support the complex organizational model that existed at 
the time of implement~tion. The current version in Lise by BC Hydra (reieflse 8.0 SP3) is no longer 
supported by the product vendor and there is no additional extended support avaih3ble. 

Internal reorganizations hi recent years, including the separation of the Transmission business from BC 
Hydro, arid the move from lines of business to business grQUps, all influenced by provincial energy policy, 
has rendered much ()fthe Initial customiiatian no longer reievant, ihfacf; existing PeopleSbft system 
configurations hinder fulfilment of current business requirements. Recent changes to amend the PeopleSoft 
systems have been short-term in nature and partial measure~? have been takEin rather than a reliable long
term solution to meet BC Hydro's current and future business needs. 

BC Hydro must change its current system (PeopieSoft 8.0), and ~ny system upgrade or replacement shOuld 
meet the objective of ensuring flexibility to accommodate future changes in business requirements. 

IT Strategy to Consol1date ERPs 

In developing the IT&T Strategy during 2008, BC Hydro recognized that the company had deployed four 
different ERP solutions: Ventyx-PassPort for work management and supply chain, SAP for customer 
processes; PeopiE?Soft f9r finance arid human resources, and JO EdWards to support some aspects of 
construction work. In addition there are many custom and packaged point solutions to support a variety of 
sub-processes and organizational requirements. The overall situation js chare~cterized by weak business 
integration, inconsistent data and information; ageing and difficultto maintain systems, a high total cost of 
ownership, and sub-optimal overall usability. The complexity of the environment makes it inflexible for 
supporting •ione Hydro" business sfrategies and emerging requirements. 

These solutions were analyzed and two options were considered: 

• best of breed -taking the current ERP solutions and integrating the best components, 
• single ERP (SAP) that would provide the majority of required functionality. 

The single ERP approach was considered advantageous for BC Hydro based on cross-functional process 
ne(;lds, integrated databases for single source of information, and total cost of ownership. 

• • ' • I 

The. selection of SAP was driven by looking at what the indul)try is using and wh.at w~s considered best 
practice. There have been many successful deploym~nts In utilities similar to BC Hydro. SAP has been 
deployed in over 30 utilities in Canada and 1000 utilities worldwide. There are numerous examples of 
companies moving to SAP today (PG&E, Southern Cal Edison, Hydro One), but very feW are migrating 
away. SAP is the only extensive ERP solution that provides a common platform and an integrated 
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architecture. The only other extensive ERP option is Oracle for Utilities, but this does not provide a common 
integrated architecture. Oraqle· essentially offers various products acquired through multiple acquisitions to 
supplement the original Oracle solution (e.g. Oracle Applications, PeopleSoft, JD Edwards, SPL, Siebel, 
Prirnivera). These product sets are not ful!y integrated and the overall strategy to combine them-into a 
common platform is still under development. · 

· In addition, BC Hydro already has an extensive and successful SAP investment onto which additional 
functionality can be layered. The IT&T Strategy therefore recommended deploying an SAP environment, 
and to incrementally deploy it in the financial and operational business groups over a ~-5 year period. 

Based on the IT&T Strategy, any system upgrade or replacement should meet the objective of establishing 
the SAP environment as th~ lon~ term solution for-financial management, reporting and controL 

Financial Simplification 
• !'',. 

This Project will enable cert1:1in change$. to BC Hydro's internal accbt,Inting.moQel ahd reporting.These 
requirements have been established by the most recent phase of the Financial s'implification Initiative. 
These changes will eliminate elements of complexity of internal cross-charging between organization units. 
The resulting accounting and management reporting Will refle.ct greater transparency of cost information. · 

:" 

Any system upgrade or replacement should meet the objective of continuing progres~ of BC Hydro's 
Financial Simplification initiative. · 

Cost Effectiveness · 

One of ac Hydro'$ E>hort terin priori~ies is to maintain low costs for electricity customers in BC over the long 
term, and decisions made· should align with that goal. Any system ).lpgrade or replacement should meet the 
objective of providing a· cost effective solution <;:>ver the long ten:n. Opportunities to achieve costs savings 
include: 

• Streamlined financial processes through automatiofl and efficiency· 
• Improved data capture and reduced data reconci119tion 
• Standardized internal reporting . 
• Avoided future costs relating to system re-implementation or upgrades 

Stakeholders and First Nations 

A key stakeholder impacted by this project is the SCUC. The financial r:eports generated by any existing or 
fl1ture financial system will be an important component of regular filings to the BCUC, including future 
Revenue Requirement Applications, where the information is used by the BCUC as well as varip[Js 
intervenor groups representing other BC Hydro stakeholders. · 

With specific reference to th~ BCUC's recent F2009/F201.0 RRA decision directing BC Hydro to a9opt the 
BCUC USoA; BC Hydro will provide annual progress reports to the BCUC until the USoA reporting is fully 
implemented, which include updates on incorporation of any new financial information system BC Hydro 
may be considering. · 

. Customers and other stakeholders are not expected to be- impacted directly by a replacement or upgrade of 
the current financial systems. However, there are s.everal ot~er important initiatives with r~lationships to this 
project under-Way, including: Smart Metering, Custom~r Care IDitiatives, Project. & Portfolio Management;. 
Procure to Pay, and other SAP functionality. Coordination with these other projects will be managed to · 
ensure there is no indirect negative impact on stakeholders. 

There is no impact on First Nations arising out of the issues defined above. 
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4 Background and Context 

A number of ~vents and decisions have been made that influence the need for .financial system, process 
and functional improvements ancl the plan for addressing them. These are li$ted below in chronological · 
order. 

• BC Hydro re-orga.nized Lines of Business into Business Groups (2006). 
• Financial Simplification Initiative (FSI) Phase 1 eliminated Line of Business and Service 

Organizations, 
• CanC~dian Accounting Standards Board mandated that publically accountable Cana.dian enterprises 

are to adopt I FRS for interim and annual financial statements related to fiscal years beginning on or 
after January 1, 2011. . 

• FSI Phase 2 eliminatecl internc:d recoveries between internal organizations. 
• BC Hydro planned to upgrade PeopleSoft Firiancials with speCific busirtess and data process 

improvements targeted for April 2009. Expenditure Authorization Request number 1102179 was 
approved for $5.7M Capital. The business case also included $1.6M of operating costs. (December 
2007). 

• FSI Phase·3 contemplated the elimination of internal cross-charges effective April 2009 and that 
tog(:3ther with proceeding with the PeopleS oft Financial upgrade was put on hold -pencllng review o{ 
BC Hydro's IT Strategy. 

• BC Hydro committed to the BCUC that it would provide annual reports to the Commission that follow 
the BCUC USoA reporting. (BC Hydro is currently unable to comply), · 

• BC Hydro's Executive IT&T Oversight Group established.an IT&T architectures strategy. 
o Each major IT~T initi~tive will complete business.process design and business functional 

requirements prior to software design. SAP will be used as a default solution, 
• BC Hydro created a project team and steering committee to guide formation of a Financials Systems 

Replacement Project (FSR Project). · 
• An FSR Project Blueprint discovery/definition phasewas~nitiated to evaluate ahSAP option in the 

fall of 2008. Initial business case approved. · 
• Results of the FSR Project Blueprint discovery/qetinition·phase confirmed SAP as a viable option to 

replac;:e PeopleSoft Financials. . 
• Results ·of analysis supports partnership with independent SAP contractors versus a single system 

integrator for the Blueprint detailed design and implem~ntation (Realization) phases of the FSR 
Project. . ·. 

• BCUC Directive no. 54, issued March 2009, requiring BC Hydro to adopt the BCUC USoA by no 
later than the F2012 reporting year. 

• The FSR Project implementation phase business case approval (pending). 

It should be noted that BC Hy9ro had previously considered a complete re-iiTlplementation of the PeopleSoft 
systems. In December 2007 a business case was prepared and an expenditure authorization request (EAR) 

·was approved for PeopleSoft Financials re-implementatlon. However, based on BC Hydro' current IT&T 
Strategy; SAP is now the preferred and default IT solution so long as it will meet BC Hydro's functional 
requirements. When approval to proceed with the definition phase of this project Was attained the 
PeopleS oft Financials re-implementation EAR (#1120179 "" $5. 7M capital) was cancelled. 
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5 Key Assumptions 

SAP Financials as a default solution 

Analysis to date has determined that SAP Financials will meet BC Hydro's business functional 
requirements. As a result, and consistent with BC Hydro' current IT&T Strategy, SAP is asl:)umed to be the 
preferred and default solution to address issues related to BC Hydro's c~rrent financial systems. 

This business case therefore does not present alternatives to the FSR Project with respect to parti~ular 
vendor systems. Furthermore, a 'status-quo I do nothing' alternative has not been considered, as it does not 
meet any of BC Hydro's objectives and does not add value tq the analysis.· 

It should be noted that BC Hydro had previously considered a complete r~-implemelitation of tlie PeopleSoft 
systems <:IS the recommended alternative, arid was submitted as one of the capital projects in the F2009/ 
F2010 RRA. This recommendation pre-dated adoption of the IT&T Strategy in 2008 that focused on using 
SAP as the default ERP solution. Given BC Hydro's IT&T Strategy ~o Implement a single-vendor IT 
environment, and given thatSAP Firtancialswill meetBC Hydro's business functional requirements, the 
original PeopleSoft upgrade project is no longer considered a viabJe alternative. 

A more detailed description of the project is included in Appendix A and additional key supporting 
assumptions specific to the recommended FSR Project C~re found in Appendix B. 

6 Alternatives - Description, Analysis, Trad~;.offs & Recommendation 

Analysis. of SAP Financials 

It is important that the proposed FSR Project achieves the objectives set forth in Section 3.of this business 
case, which defines the problems, opportunities and key drivers in the decision to find an alternative to BC 
Hydro's current financial systems. The performance of the FSR Project. against these objectives is qescribed 
~~ . 

. Non-Financial Objectives/ Drivers 

Compli'ance with external reporting requirements 

The implementation of SAP Financials will meet the objective of complying with statutory and regulatory. · 
reporting requirements. Specifically, the FSR Project will support the externally driven requirements related 
to both IFRS and the BCUC USoA .. 

Alignment with IT&T Strategy 

The implementation of SAP Financials will meet the objective of establishing the SAP environment as the 
Icing term solution for'financial management, reporting and control. 

A key component of BC Hydro's iT&T Strategy is to simplify and standardize the overall IT landscape with 
minimal customization. According to this strategy, each major IT or systems initiative will complete the 
business process design and business functional requirements prior to software design, with SAP assumed 
to be a default solution if it can meet BC Hydro's current and future busi11ess needs. BG Hydrds Finance 
and IT groups hcwe completed an assessment process and have concluded that SAP Financials will meet 
BC Hydro's functional requirements. · 
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Ov:erall, it is appropriate to undertake the FSR Project in the near term to align with BC Hydro's timeframe 
for implementation of new external compliance requirements such as I FRS and the BCUG USoA It is also 
logical to ensure alignment. with the IT&T Strategy at a time where the financial systems would oth~rwise be 
scheduled for an upgrade. This would eliminate the need to implement the I FRS and BCUC USoA 
requirements in the PeopleSoft systems with redevelopment later in SAP Financials as the IT&T Strategy is 
executed. 

Financial Objectives I Drivers 

Cost Reductions and Business Process Efficiency:. · 

This implementation of the FSR Project meets the objective of providing opportunities to capture future cost 
savings or otherwise to achieve a higher level of productive capacity within the BC Hydro Finance and 

·corporate IT communities. These potential efficiencies· and cost reductions can pe separately associated 
with BC Hydro's IT and finance functions. 

. . . 

Finance ~<Wi~g~ I Efficiencie~: An opportunity exists for the BC Hydro Fin~nce function to improve its 
existing practices through the implementation of new financial systems .. New systems and processes wHI· 
facilitate abandonment ofmanual intervention prevalent in the PeopleSoft environment required to ensure 
internal controls are in place and information reliability is expected to improve. Specific opportunities to be 
addressed include: 

• increased use of system enabled internal control to replace existing manual internal control; 
• increased use ofautqmated workflow; 
• common data stcmdarc:ls that will reduce the prevailing reliance on ad hoc analysis and 

spreadsheets; 
• common data standards that will provide a "single source of truth" principle and simplify reportirig 
• reduced manual intervention in the system in the form of journal entries, and 
• reduced cycle times for period end close 

This.Project Will target these areas of opportunity so that overall improvements can be achieved. EffiCiency 
will be reflected using existing finance resource capacity to provide more timely and reliable reporting, and 
to address important new business priorities within current finance staffing and resQurce levels. 

IT Savings I Efficiencies: Although the initial project investment is larger than that what was originally 
estimated for a PeopleSoft re-implementation, once fully itnplementeg the SAP ERP will result in a simplified 
IT landscape that will enable a reduction in total IT spending that would not otherwise be achievable in a 
complex multi-ERP environment. · 

The costs of a PeopleSoft re-iniplementation (comparable to the FSR Project) have not been estimated. The 
original PeopleSoft"Financials re-implementation cost was estimated at approximately $7.3 million (OMA 
$1.6 million and Capital $5.7 million). Additional funds, of approximately $3 million, unqer ihis scene~ rio 
would be required for reporting enhancements. These amounts were not included in the original approved 
fllnding, rather, it was. expe3cted that work would be completed through a separate Enterprise Business 
Reporting (EBR) Project which was not completed; Additional substantial costs for functional enhancements· 
to enable !FRS and BCUC USoA reporting would also be required. · 

The anticipated reduction in future IT spending associated with a simpler single vendor IT environment (the 
SAP solution) relates to lower future costs for development; sustainment, and maintenance of BC Hydro's 
enterprise applications. It is also expected that the new SAP systems will have minimal customization which 
will in-turn lower the ongoing development and sustainment costs. The potential savings will increase as. 
BC Hydro .commits to invest in future phases of the SAP program as these future phases will ultimately 
combine with this Project to create a fully integrated IT environment 
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Environmental and Social Analysis 

There is no environmental impac~ related to the alternatives considered, Social considerations relate to 
compliance with new reporting requirements (IFRS compliance)'arid the ability to meet reporting [leeds 
established with our regulator,· and are discussed above. 

Description of hnplementation Alternatives · 

For the implementation phase of the Project, BC Hydro has considered three vendor options: 
• a single system integrator 
• ~ lead integrator with participation from other vendors 
• . a BC Hydro manag~d contractor ~pproach. · 

These three options are effectively part of a spectrunii P.\.lt are _presented as discrete choices for purposes of 
discussion and to illustrate potential implicati~lis. . . . . . .. 

Alternative 1: Single System Integrator 
• Rely on one vendor for essentially all eXternal resources 
• Potential mix: 50% single system integrator, 25% ABSU, 25% BC Hyclro internal & contractors 

Alternative.2: Lead lntegr:atorwith participation f~om other vendors . . . 
~ R~iy on ieac:f integrator for· majority of external resources1 but supplement with other suppliers having 

sp·ecial skills, top quality expertise, favourable rates, etc. . 
• Potential mix: 25% lead system integrator, 25% ABSU, 25% Other External; 25% BC Hydro intern.al 

&. contr~ctors 

Alternative' 3: BC Hydro Managed Contractor approach 
• BC Hydro plays a more significant role in defining the approach (methodology, detailed project. 

management, etc.) and 9ecures resolJrces from external sources to build fmplementation team .. 
• Potential mix: 45% various external vendors I contractors, 25% ABSU, 30% BC Hydro internal & 

contractors· · 

More information on each _alternative·is provided in Appendix C 

Analysis of Implementation Alternatives 

Financial Considerations 

Financial analysis of the three implementation alternativ.es is based on relative labour cost differences 
(infrastructure costs are assumed to be constant across all three alternatives). The single and lead 
integrator estimates are based on quotes rece.ived from a single integrator firm. The BC Hydro managed 
contractor approach (Alternative 3) has estimated labour and contractor costs of less than 50% of the other 
two alternativ~s. 

Alternative Total Labour Costs -Implementation 
Single System Integrator $31 million 
Lead Integrator with .participation from other vendors. $28 million 
BC Hydro Managed .Contractor approach $14 million 

Appendix D provides more detailed comparison of the labour and contractor costs of the single system 
integrator, lead integrator and managed contractor approach. . 
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Non-Financial Considerations 

The Single System Integrator approach performs better from an implementation risk perspective,· as it is an 
approach wbich usualfy dE! livers better cost CE!rtainty and has loWer timefraine risk (risk of project execution 
delay). Vendor accountability is clear, and the lead integrators have resources with strong expertise and 
capability. · 

The Lead Integrator approach can result in an implementation team built of high Ql!ality resources. However, 
the full benefits of these resources can be at risk due to potential for unclear accountabilities or for vendor 
friction between lead integrator and others. · 

The BC Hydro Managed Contractor approach also allows for building a team. using top resources from 
various vendors. Furthermore, given the use. of a large number of i.nternal staff, this approach can result in 
less reliance on outside resources for sustainment, future integration with other SAP systems, and eventual 
upgrades. However, th.e lack of overall VE!ndqr C;Jccountability, as weH as the complexities around resource 
procurement and m6bilization, causes significant challenges from a project management perspecfi~e. 

Appendix C provides more detail on the advantages and disadvantages of each implementation alternative. 

Summary of Trade-off Analy~is 

The chosen option is the BC !-Jydro managed contractor approach primarily because it provide~ for the. 
strongest internal BG Hydro capal:!ilities for sustainment and future projects and has much loWer overall 
implementation costs. The expected labour and cohtracto"r cost of implementation is le~s than one h9lf the 
cost ofsing,le system integrator option ($14 versus $31 million). . · · 

These financial considerations outweighed the higher execution risk related to· high degree of active project 
· management by BC Hydro. A summary of this risk and its mitigation, among others, has been described in 

Section 7 of this business case. · · 

Appendix c provides a table summarizing the framework used to consider.the various implementation 
alternatives. · 

Recommendation 

The Project Management Team and Steering Committee is recommending that BC Hydro proceed with the 
Financial Systems Replacement Project based on the need to satisfy new externaiJy.:mandated business 
requirements; including I FRS and new regt,ilatory reporting 'that aligns with the. BCUC USoA and to improve 
the efficiency arid cap~city of the finance and IT functions within BC Hydro. This work wfll also mitigate · 
issues related to the currE?nt PeopleSoft Finaocials systems that are §t the end of their useful life. The 
current version of PeopleSoft is no longer supported by the vendor. It contains significant customization that 
precludes efficient use to support cwrrent business requirements and would not support any future change 
to business organization orrequiremehts. , 

The Project Management Team and Steering committee have chosen a contractor model to provide 
external resources ahd assist BC Hydro with project deliverables. By choosing the managed Qontractor 
approach; BC Hydro is procuring lts ac!visors from several sources instead of just one and has direct access 
to the best skills available in the m'arketplace. BG Hydro takes responsibility for establishing the Project 
methodology, and coordination of Project team resources. !3C Hydro has full accountability for meeting the 
overall budgets, deadlines, and quality reqUirements established during the Blueprint (definition) phase. This 
approach builds stronger internal BC Hydro capabilities for sustainment and future projects. This also 
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implies lower sustainment costs. In either scenario ABSU resources will be used to assist with legacy 
system integration, 
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7· Appendices 

• Appendix A- FSR Project Description 
• Appendix B ~Key Supporting Assumptio.ns 
• · Appendix C- Analysis of Vendor Options for Blueprint Design & Realization (Implementation) 
• Appendix D- Vendor Options Cost Summary 
• Appendix E - FSR Project Risk Management 
• Appendix F- FSR Project Benefits Realization and Success Measures 
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Appendix A - FSR Project Description 

Scope 

The FSR Project will implement SAP Financials and includes replacement of the QE?neralledger, 
project·costing, aqcounts payable, accounts receivaple( sundry billing, expenses, asset · 
management, and reporting and budgeting modules~·Treasury (SAP Treasury moduiei) and Time & 
Lal:>i;>ur are excluded from the initial implementation scope. . · . • . . , . . 
The FSR Project will also involve the re-integration between SAP Financials and all other BC Hydro systems 
which currently interface. with PecipleSoft Financials. · · · · 

hnpl~l:nent~tioh Approach 

The FSR Project will be implemented using the managed contractor approach. This involves BC Hydro 
assuming the primary work leadership role utilizing a blend of extem<:il consultants; primarily lnd.ependem~ 
SAP-specialist consultants and firms, and working with and supplementing the SAP knoWledge of BC Hydro 
internal business resources. . · 

Schedule 

• August 2008: Project formation . 
• September- November 2008: FSR Project Blueprint (definition)· phas.e with Accenture 
• December· 2008 - January 2'009: Blueprint (definition) phase contractor RFP and mobilization 
• January 2009:· Contractor selection and internal project team selection 
• February 2009: Project team initiation and training 
• March- May 2009: Complete Blueprint (definition) phase 
• May 2009- December 2009:: Complete design, configure and test functionality, and· conduct I 

complete integration tests · · 
• December 2009-:- February 201 o: Training & organizational re_adiness 
• Apni 1, 201 o: Go-live · · 
• April- June 2010: Post-implementation support 
• June 2010- March 2011 : Pr~ject completion report I benefits realization 

The following timeline summarizes the project schedule: 
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Costs 

Based on work completed to date in the Blueprint (definition) pha$e, the total project cost is estimated at 
$18.6 million. The tables beloW $Ummarize the FSR Project funding history and current cost estimates. 

Prior and Current Fundhig Requests· 
Costs to Pri()r Funding· 

Date Request · 
Current 
Funding· 
Re u·est· 

$2.0M 

:;-:t2$:~t;:~t4ir4M.; 
.$11.2M 

Estimated Annuar Ptoject Expenditures 

Project Costs 

IDC 

F2009 
Capital OMA 

$715 $820 

$50 

F2010 
·capital OMA 

$10,870 $2,090 

$415 

Total 
Expected 
Amoi.mt 

F2011 
Capital OMA 

$1,270 $310 

Contiilgemcy 
, ... ·Total 

Authoriz~d 
Amount 

'$3.5M 
. ,:'1~t:$J;iJ;~'7MY 
11ii~~~$939M) 

$18~7M 

Project .Totals 
Capitai OMA Total 

$12,855 $3,220 $16,075 

$465 $465 
Total Expected 
Amount $765 $820' $11,285 $2,090 $1,270 $310 $13,320 $3,220 $16,540 

Contingency 

Total AuttJOrjzed 
Amount 

$2,160 

$18,700 

SAP licensing and common infrastructure costs to support the BC Hydro's overall SAP program including 
this project are addressed under a separate business case, 

Personnel Requir~ments 

To provide effective governance and strong management support, the steering committee has 
representGJtion from th~ !3C Hydro execwtive team, as vyellas influential management personnel.from key 
finance functions across the organization. · · 

. . :~ . 

The F$R Project is also being lei:f by an experienced project nianager1 ·with ·a strong track record of 
sucoessful SAP implementations, including regulated utility experience. 

Additionally, a significant number of BC Hydro staff has been seconded to work exclusively on this project, 
supph?mented by the invoivement of many subject matter experts from all BC Hydro business groups to 
provide input during process desigi'J and testing. · 

· Finally, BC Hydro has contracted numerous highly experienced consultants with the specialized expertise 
reqt.~ired for the FSR Project, and each with several years of SAP implement~tion in varied business 
environments, 

Personnel requirements are summ~rized in the chart below: 
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Risk Management 

In summary, the key risks and mitigations for the recommended F~R project are: 

Risks 

• S~hedule and cost may be impc;~cted by mobUizati~n delays· a~d av~ilability of internal and external 
labour. . . . . . . . . . 

• Execution may be challenging as the contractor model versus use of an SAP integrator is a new 
approach for BC Hydro and increases schedule risk and imposes coordination challenges to project 
manage. . 

• Scops of work is not certain as. estimates are based upon a blue:3print level ;:~nalysis. 
• Coordination with other projects is challenging as there are several either important initiatives with 

relationships to this project underway, inclu.ding: Smart Metering, Customer Care Initiatives, Project 
& Portfolio Management; Procure to-Pay; and. other SAP functionality .. 

• Change management effort is significant for the BC Hydro Finance community that faces significant 
change over the next two years including: ,the introd.uction of I FRS., BCuc·usoA, financial process 
ch~::~nges and-SAP system' implementation, Revenue. Requirement Applications together·with other 
.ongoing cyclical planning I budgeth1g and regulatory cycle pressures. 

• Business reputation may ~e impacted. if IFRS reporting deadlines are not met due to delays in 
implementing this project. . . . 

Mitigation 

• An-experienced Project Manager is in place and well quaUfied external consultants are 
, available at the expected cost as confirmed through a recent RFP process. · · 

• Internal BC Hydro Finance res~mrces have been committed and are available to the project. 
• A phased approach to development and funding is being followed: Blueprint discovery; 

Blueprint detailed de.sign, R~a11zation (implementation.)·· · 
•· Scope has been reduced through removal of Time and Labour and Treasury functionality to focus 

efforts on delivering core functionality and meeting I FRS requirements. 
• A strong governance structure is in place with the same Execwtive Sponsor for SAP/IFRS I FSI 

Projects, and closely coordinated FSR Project and I FRS steering committees both of which have the 
same Chair. Coordination with other projects is facilitated through Executive IT&T Oversight and 
-IT&T Leadership groups. 

• Change management for I FRS, BCUC USoA and this project is being coordinated through the 
change management team within BC Hydro's Corporate Strategy and Busines~ Transformation 
group. 
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• Variable pay alignment for pro jed sponsors and participants is being put in place. 
• Contingency Planning to. minimize project delay impacts is being put in place, including creation of 

a "Plan B" for IFRS-transition. . . 
• The Project complies with IT&T Strategy guidelines. 
• SAP meets functional requirements, as confirmed during the Blueprint (definition) phase. 

: . . . 

A detailed table of project risks and risk mitigation measures can be found in Appendix D. 

Project Deliverables and-Success Measures 

· A detailed table of project deliverables and success measures can be found Iii Appendix E. In summary, the 
key delivt?rables for the recommended FSR project are: 

• Meet the requirements of the International Financial Reporting Standards (I FRS) project and the 
objectives of the Financial Simplification Initiative (FSI) by replacing BG Hydro's current PeopleSoft 
Financials system with SAP on or before April 1, 2010. · ! 

. -. 

• Deliver ~~~ entity-wide financial accounting and reporting; including external reporting that complies 
with International Financial Reporting Standards (I FRS), and regljlatory reporting if)cl(.lding the 
BGUC Annual Report. It also includes management reporting that supports cost and budget 
accountability, as well as other financial performancf? metrics. This will be supportive of a "one truth" 
approach to financial information that_ is understood and used across the company. 

• Implement new business processes that as much as possible: 
o SimplifY and Standardize BC Hydro;s financial processes and reduce the complexity of the 

financial system environment, 
o Provide Efficiency through Automation to reduce user-burden, reduce manual intelirention, 

and create financial benefit through a reduction ofthe total cost of finance functions, 
o Enable and Improve BC Hydro's Internal Controls: · 

As defined in t)le FSR Project Chart~r; the success of the project implementation will be assessed based on 
achieving t)le foflowing measures; 

• Financial tr~ns<:lction. proceSsing must support data capture that compl{es with I FRS requirements 
for F11 (i.e. by April 1, 201 D), and must support external financial reporting_ under Canadian (3AAP 
during F11, and under I FRS st,~bsequent to F11. · · · 

• All financial and in scope business processes must be migrated from PeopleSoft to SAP Financials, 
or related SAP systems. 

• Communication and change management is completed and analysis indicates a high level of 
business readiness prior to F11. All end-users are trained and ready to use the n£;3w processes and 
systems effective for F11. 

• All required system interfaces, or alternative interim workar~unds, must be implemented to support 
sharing of data. between systems effective for F11. 

• Post;..implementation transition and post-implementation sustainment strategies are approved by the 
Steering.Committee, Project Executive Sponsorand key sta)<eholders, and irnplernented in time for 
F11. . 

Post-Completion Requirements 
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After the project is completed; a Project Completion report will be prepared by the BC Hydro Business Lead, 
working with the Project Manager. It is expected that the Project Completion report will be prepared two 
quarters after the initial go-live date, and approved by the Project Steering Committee during Q3 of Fiscal 
2011. 
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Appendix B - Key Supporting Assumptions 

K - rf f · d in the. foil _. -::_r: __ L_- • ••• '_:W_ _ _...,__ •. ~__r:__•• -· ·- -·- - • • •• •, •. - tab I -·····- . ·-· 
Key Assumptions Addressed To-be Addressed 

Reso'urces 

• Sufficient and capable BC Hydro business resources will be available to support the BC Hydro resources have been 
Project. confirmed 

I ABSU resources will support Project work within the existing terms under the ABSU resources have been I • 

Amended Master Service Agreement. · assigned to the project 

• Under the contractor model, it is assumed that BC Hydro will utilize a Request for Confirmed through RFP ' I 

Proposal process to hire a number of SAP-specialist individual contractors, or small process I 

groups of contractors from local boutique firms. Overall, the cortractorteC)m 
established would have sufficient capability to deliver the overall project scope 
working with BC Hydro business. resources. Sufficient third party contractor 
resources are available to make the contractor model viable. 

I 
Scope & Methodology 

• The scope of work established during the first part of the Blueprint Phase will not Confirmed by the FSRP 
· change .. BC Hydro will implement SAP Financials inclusive of the following scope: Steering Committee 

• General Ledger 
• Accounts Receivable 
• . Accounts Payable 
• Employee Expenses (SAP Travel Management modul~) 

• Projects 
Management Reporting I Budgeting J Data Warehouse (SAP Controlling module) -• 

• All necessary interfaces into existing enterprise applications or other depenqent 
systems 

• Treasury (SAP Treasury module) and Time & Labour are excluded from the initial 
implementation scope .. 

• Tne BC Hydro SAP Program Manager, external Project Manager, and other BC .In progress ' 

Hydro resources will be able to successfully establish a Project methodology that can 
be used by all Contractor resources. -
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Cost .· 

• The high-level estimate of labour and contractor effort, established by Accenture . · · Preliminary cost assumptions 
during the Blueprint Ass.essment phase: is reasonable for the purposes of cost. were based upon Blueprint . 
estimation ofthe single system lntegrator model, and the estimated daily charge Discovery Phase investigation. 
rates billed by Accenture, being appr.oximately $1,~00 per day, during the Blueprint The project cost estimate was 
Assessment phase is reason;:~ble for costing this option. Based on these updated at the end of Blueprint 
assumptions, it was estimated that the total funding requirement was in excess of and is reflected in this business 
$30 million to: completion of the Pr:oj~ct under the single system integrator model. case., 

• Under the contractormodel the estimated daily charge rates is $1,200. per,day.This. · Confirmedthrough RFP ' 
rate compared to the single system integrator model is based ori the expectation that process 
independent contractors will provide lower rates, as well as reduced expenses due to-
a laraer number of locallv-based resources 

• A separate business case, will be.approved to provide. SAP infrastructure that is · In progress 
necessary tp suppo~ this Project, as well as future SAP implementations (that 
replace BC Hydro's PeopleS oft HR systems and Ventyx Passport I Work .. 

Management systems) that are contemplated to occur in the future and that (;!re 
aligned with BC Hydro's IT&T Strategy. 

.. 
• The PeopleSoft Replacement costestim~tes, are reasonably accurate for · Initial. ReopleSoft R_eplacement 

comparison purposes. IFRS requirements and Enterprise Business-Reporting costs were based upon a. 
Enhancements are based upon estimates. ·. D~cem:ber 2007 business case 

- ·approval. Incremental I FRS 
· compliance and FSI · 
implementation costs ar~ 
assumed constant under any . 
replacement scenario. 

Benefits 

Project benefits are achievable . '. ·A benefits. realization plan • 
forms part of this business 
case. 
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Appendix C- Analysis ~fVendor Options for Blueprint Design & Realization (Implementation) 

·vendor C)ptroris for Detailed Design.& lmplementatiortPhase: · 

Option 1: Single System Integrator . .. 
- Rely on one vendor for essentially all external resources . . 
- Potential mix: 50% Accenture, 25% ABSU, 25% BC Hydro internal & contractors · 

Opti'on 2: Lead Integrator with participation from other.V.endors .• 
. -. _ .. ·~--:Rely on a le?o int.egratorfor f!lajority ofextemalresources, but supplementw.ith othersUppli~rs 

··._· · havrog special skills, top quahtyexperhserfavourablecrates, etc. - ;·. . .. : -· :· : · .. ·· 
· · .• -~- .Poterltialmlx:~25%Accenture;·25%Af3~U,::29%'Qth.er External, 45%BG·Hydro internal·&· 

~~~ffi ' . 

Option·· 3:; Hydro 'l11?1l?l.9ed "(:;()ntn:tc~p( 9pproach - · 
· .. · .· _· ~: .. sc Hydro.plci.ys:A_r:n6re~~Jgq"ifjcari_f~6lE;oin<d~efihingth~:·approach:(methodology, ~etailed projec.t 

_ _ ~a7:~~~t~7~K~~~~~d. s~curel3re~o~rp~~;fr?W r]"ltlltlpl_~_extemal sources to budd the 
. --· -... :·JL ---= -.·- .. · ·.. . .. _ .. _ • ...· •<·-.-·· ··- .... .. -· . .. . . . . · .. ·: . -... .. •.. __ ·.- . . · ... , . .. . 
•-;:_-';Potentr~Lmix: 45.CJ,'o.vc:trious·extemalvendorsf contractors·, 25%.ABSU, 30%.BC Hydro internal 

. · & contractors ·. . . · . · ... . . ·_ .. . . · . . . : ._ .. . . · · 

:. •--Notes:<_these,:thr~~·~ptions- ~re .• _e.ffectively;a.-~pe_ctrum,;butare•;pr~$.ented 
as discrete choices forpurposes ofdiscussion and-to-illustrate 

. cpotential•implications.(seealso·acc.ompanying- diagram) . 
. ' . .. ., . . . . . . . ... :_.· ·, .· . 

·' -.-,. 

<·.1 
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:.Advantages 
Resources: Leading integrate rs (e. g. Acce ntu r~?, IBM, De!o itt e) generally have m.any quauty. 
resou rce s with -good expe rtis e and cap abi I ity · . • .· · · : .:. . .·. · · · · · · • . ~ · · . • · 
Track record and expe ri en ce 

·Methodology/ Approach 
Vendor Accountability is clear 

Dis ad vantages 
High amount of project overhead (Partner revlews, junior consultants paired with more 
experienced consultants, perhaps excessive documentation,· e_tc.) .. Implies a large team size 
with a mix of senior:, mid~ level and junior consultants;. ry'Iany resqurces are not yetfully 
productive, or areriotfocused on end:deliverables. ·. · ..• < · · · ..• --. • . · · · 

High Cost (stems from largeteam..sizeplus high integrator rates tocowr.organi:zational 
overhead). · ·. · · · .. · . · -
Ch.allenge to;build BC Hyc)ro system.capabiJiti.es.and.'strengths· for sustain menL May p.e.rpetuate 

·reliance on h1gh cost:o uts1de resources. · · . · · ·• '·- · · · . · · · . -··· -· 
Does not diversify external vendor-r.isk .. 

"~~~,ti~i~i~'B~~·,;;~~~~~~ .9x~r~~aq,c·•· 
•;:~~Jghc~o~~~Jl~fiTitc:·~dj··········· c ... ·. 
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'·' ' 

;:·:;option 2: Lea:d .Integrator with Others BChydro c: , 
' ' ' ·. ,·· . . . ' 

Advantages 
Resou.rces: Can leverage top resources from both Lead Integrator and oth er·ven(j ors ~o build a 
strohg team ·· . . · . . . · · · · · · · · . · . 
Track recorc{ and experience: ableto.leveragetrack record and methodology I approach 6f poth 
Lead and others · . · . · · · · · · - ·.·. · .. · · . . · . 

· So me lim it~ potentia I for costs avings if bwe r- oo.st reso~ rce s ·can be secured· Via independents, 
boutiques, etc · ... 

Disadvantages . . · 
-· · Potential for ven dorfrtction I un clec:tr ~ceo untal:>llities between Lead int~ rator and others. 

Unclearvioomy -large integrators may actively resist such an arrangement 
Continued higham·ountofprojectove.rhead asso.dated with Lead Integrator. This_may actually 
increase compared to Option 1 since Lead integ rator·wn also manage othervendors. 
High Cost .. 

Ch.allenge to.buildBC Hy9ro system capabilities and strengths for sustainment. Mayparpetuate 
reliance on high <::ost o ufside resources. · . ·. · . · · · . . . •· .• · . 
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Advantages . _ _ _ _ .. _ _ 
. . . - Resources: :-able to .select top re§ources:fton:rya;ribus .veodors~to• purtogether>str:ong ,pyeraU •. •.- ·· 

team. Expecttoleveragemore.locarindep_¢h,q$ntand boutiqll_e resources .. -~ '•.· · -· . ; •• · ·· · · 
Mitigatesindividualc.vendorrisksii:Jce~Lmdue .. reli~nce;notplaced.on:~IngJe~vendon•Jn~the·event· 
that need to-change· resource~ fqtp~rfollTIADce.tE:i(lsonsthenJhis:is>ea~yto:achieve; 

-.--.Project and Prograni Cost:muchlow~r.overall·irrir:>l~ri;Jentatiorj;costs. ..· .• -._ ........ _ .. · . . . .· ... . 
. · .. ·' 7" -··Builds stroqg erjo~ernai''BG. Hydro Cf\i~§6HHi~ fcu·'.s_us~ainr.rlent' ~nci}~turepr9ject:;; .. :OThi§ ~I SQ. .· ..•... ·, 
· ... ifTiplies lower sustairimentcosts. ·.. > : · · .... · ·. •· : -_ ·-••· · · : ·-···-_._· . • · . • - ·: -·_·• • · _·. · • •· · · 

Disadvf:mtages · · · ·. · _ · · · · ·· · · 
- May:be difficultto:access.tospecialized expertise (e.g. IFRS.experience) 
- Need to.·develop a··.Singledear:inethodoJogyJ·appro'ach to follow • '• · · · • 
- ·s_C_Hydro Project Man~gement-Skill and Effort -will notbe able to rely on PM from Lead 

lntegratorJor'dayto·day.overalkoversight ,< • . · ·.·. -· .. · · -.. •- ·• . • . •• · • • ·· · 

~ Lack·ofOver:allVenqorAccountability -· · - ~> .·· 

.:· .:: .. -· •. . "!~-7":'~~:·:_\.~.· 

~M~thbd6i. 
,:.., .. 
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Appendix D- Vendor Options Cost Summary 
Financial Systems Replacement Project (Including deployment of mise Enterprise SAP Infrastructure) 
Labour coslscenarlo analysis (excluding Blueprint) Illustrating relative labour cost dln:erences under 3 vendor opUons 

Scenario 1 -Large. System lnlegr.~tor (I.e. Accentur~) Scenario 2- Lead Integrator 

Labour Dally .Rate Share Days FTEs Cost ($000s) Labour DallyRale 

Accenture• 1600 48% 11,005 35.7 19,810 • Acoenture" 1800 
ABSU 1000 :25% 5,732 19.1 5,732 ABSU 1000 
BC Hydro 788 25% 5,732 19.1 4,514 BCHydro 788 
contractors 1280 0% 0 0.0 0 Contractors 1280 
SAP' 2400 :2% 459 1.5 1,J01 SAP' 2400 

Tolal Labour (excluding Infrastructure) 1359 100% 22,928 76.4 31166 Total Labour 1229 

Share Days FTEs Cost ($000s) 

23% 5,273 17.6 . 9,492 
25% .. 5,732 19.1 5,732 
25% 5,732. 19.1 4,514 
25%. 5,732· 19.1 7,337 
2% 459 1.5 ·1,J01 

100% 22,928 75.4 38.176 
i 25" In N>Pondlx B lnclud•• SAP} 

2,9811 SAVINGS ASSOCIATED WITH LOWER DAILY.RATE:I 
(' 60" In Appendix 8 lndudu SAP) 

POTENTIAL SAVINGS FOR SCENARIOS 2 and 3 

labour Assump!lons 
ABSU @ 1 000/day assumes you can 112 of needed resources al CCR rates~ balance at VRC 

BC Hydro rate of.$787 day based on average standard hOUrly rate of $105.- ior an M2 . 
External Conlrllclor Rate assumed at $160/hr as. per market rasaarch!rom TEK, 140, etc. 
Note: Treasury and 11me & Labour are out of scope 

Assume1 FTE = 
Project duration;: 

labour Assumoljqns 

~40 days 
15 months 

ABSU @ 1 000/dey assumes you can 112 of naeded resources at CCR rates with balance at VRC 
BC Hydro rate of $787 day based on average standard hourly ·rata of $105.- for an M2 
External Conlractor Rate assumed at $160/hras per market reliearch from TEK, 140, etc. 

FSRP Business Case Draft & Confidential - For discussion only 
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Scenario 3. • Contractor Approach with Expected'Days 

Labour Dally Rate Share ·oays FTEs Cost ($000s) 

Accenture 1800 0.0% 0 0.0 0 
ABSU 1000 • 25.0% 3,091 10.3 3,091 
BCHydro 788 ~0.0% 3,710 12.4 2,921 
Conlractars• 1280 43.0% 5,317 17.7 6,806 
SAP" 2400 2.0% 247 0.8 594 

.• TDtai.LeboUr 1085 100.0% 12,365 41.Z 13,41:.t 
('~lnAppondlx 8/nci<KI" SAP) 

SAVINGS ATTRIBUTABLE TO LOWER TOTAL DAYS AND MIX: I 14,7641 

TOTAL POTENTIAL SAVINGS:! 17,7451 

labour from Scenario 3. above 13,412 
Planned Accenture Labour In BlUeprint 450 

($13,730 per Appendix F exclUdes any oontlngan<;fac) 13,882 
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,Appendix E- FSR Project Risk Management 

Although the contractor model has been selected, the business risks associated with selecting this option as compared to the single system integrator are 
also included to highlight the risk management considera~ions already made as well as those contemplated. PeopleSoft re-implementation was eliminated 
based on misalignment with BC Hydro's IT&T Strategy, and the Blueprint Assessment ·phat;e finding that SAP Financials can meet the functional · · 
requirements identified by BC Hydro. · 

1.Technical 

• IFRS 

• Lack of SAP 
knowledge 

• Change 
Management 

Ongoing changes to I FRS will occur during the 
Project design and implementation .phases. 
However, two major risks currently exist: 

• Risk that I FRS will be found not to be I Medium 
applicable to BC Hydro by Public Sector 
Accounting Standards Board (PSAB) 

• Risk that fundamental components of I FRS I High 
will change resulting in need to amend 
requirements, and related SAP design 

BC Hydro resources do not have significant 
background or experience working with SAP 

Medium 

OveralL level of change Is too great due to I High 
implementing JFRS and other accounting model 
changes concurrent with the change to SAP 

Risk of outcome Is not controllable, except through response to 
invitations to comment. However, the I FRS project actively monitors 
communications from accounting standard setting organizations. 

· High I It is unlikely that either ofthese issues will resolve prior to completion of 
Blueprint. Further, itls expected that additional work will be after the go
live date to fully satisfy'IFRS requirements. 

High · \ Ongoing monitoring will minimize the impacts. 

Low SAP design phase will start with Project Team training. 

Contractors hired by BC Hydro bring SAP specialist knowledge, and 
deep background with SAP Financials. Reduced accountability and 
reliance on contractors under the contractor model. may increase this risk 
compared to .single system integrator model. 

The greater accountability and BC Hydro .staff involvement under tbe 
contractor model is expected to provide Hydro with greater expertise 
which will benefit sustainment and future phases of SAP Implementation. 

Medium I The Project assumes a high level of change management effort. 

A Project Coordination Committee (or Joint Steering Committee) will 
assess the level of change that must be implemented within. each 
business group. 

An integrated Change Managem13nt plan (I FRS and SAP) -will be 
developed .. I FRS awareness training is ongoing. 
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2.Ex_ternal 
Stakeholders 
& Regulatory 
Risk 

3.Social 

4.Project Mgmt 

• Assumptions 

Regulatory risk associated with additional cost 
of SAP Financials. BC Hydro has not advised 
the Regulator of the IT&T Strategy. 

Low 

Business case financial benefits are based on \ High 
efficiency gains, mainly related to reduction of 
FTEs required to support the Finance functions 
or avoided future increases. The reductions 
may be difficult to achieve. 

Project cost 

BC Hydro resources 

SAP Infrastructure 

Establishing project methodology under an 
independent contractor model 

Medium 

LQW 

Low 

Medium 

Low • 

Low 

Risk is ~ssumed to be l!rrilted to financial risk estimated at $5 miHion. 
(P-ossible disallowance of incremental costs of this project compared to a 
comp.arable PeopleSoft Financials option as requested in.the F0.9/F10 
RRA and adjusted for costs associated with mandatory I FRS compliance 
and Enterprise reporting enhancements that would likely be incurred 
under any ERP scenario. $7.2 million F09/F10 RRA.estimate for a 
PeopleSoft }=inancials upgrade.+ $5 mi.llion for IFRS and reporting= $12 
million PeopleSoft Financials compared to $17 million for Financial using 
an SAP ERP, excluding SAP licensing and infrastructure costs) 

The. magnitude of the potential risk is significantly lower under the 
contractor model due to the lower expected-implementation cost as 
compared to the single system Integrator model. 

The need to proceed with the Project is largely supported by new, 
extemally ... mandated business requireme·nt such as IF.RS. Financial 
efficiency gains are not a primary driver ofthe Project. 

. Fr.om an economic impactto the Province, it is expected that the 
contractor model will utilize a greater number -of local.contractors 
compared to the single system integ_rator model. 

Medium I The Contractor Model leaves BC Hydro with greater accountability for 
managing potentialcost overruns: i.e. less cost certainty compared to a 
fixed price singl_e system integrator model. However, the possibility .of 
budget overruns under a cost plus expenses contractor model compared 
to a fixed price single system integrator model is mitigated by a 
significantly lower overall cost estimate under the contractor- model. 

Medium I BC Hygro's senior finanqial ma_nagemeflt C\nd e?<ecutiyes commit the 
required staff to be'asslgned to ~he Project on a dedicated basis. 

High 
An SAP Infrastructure business case will be prepared separately but the 
infrastructure implementation is subject to .common management in the 
.Be Hydro CIO organization. · 

The experienced Project Manager has established a common 
Medium 1 methodology for BC Hydro staff and contractors to. use through all 

remaining phases of the project. 
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• Client 1 Discussed above as Change Management. I As per 1 As per I A high level, of ch'a.nge manl3gernent is assurnedwjthin the Project 
above above scope. 

Client acceptance of new. processes af}d systems is also highly 
dependent on implementation of SAP infrastructure, as discussed above. 

• Scope 1 Discussed above under Technical - !FRS. I As per 
above 

I As per 
above 

I A .sigoifi.cant amount qf detailed wo~k will be completed and delivered to 
th1s Project as part of the !FRS Project (IT tasks), and through the 
Financial Simplification Project. 

• Sclledule 1 The implementation tirneline may be aggressive \ Medium l High I .A high level of coordination between the JFRS project tea·m and this 
given that BC Hydro finance staff has limited Projectis in place and will be maintained .. 
experience with SAP. Significant work would be 
required to convert data to comply with I FRS if . \ 
the new financial systems are not delivered on I I BC Hydro has accepted great~r.accountabUity for meeting deadlines, 

relative to the .single system integrator model. 
time for the go-live date (April 1, 201 0) 

As part of the I FRS project, a mitigation (Plan B) ·strategy Is under 
development, and will be presented to the Project Steering Committees if 

· the go-live date appears to be at risk. · 

• Budget \ Addressed above under Assumptions- Project I As per ) As per ) The greater relative .risk of cost overruns under the contractor model 
Cost above above compared to a fixed price contract with a single system integrator is 

assumed offset by the significantly lower overall cost estimate of the 
contractor model. 

• Quality 1 Quality of the design,or related implementation I Medium I Low I Mitigated by .use .of SAP,spec;2nst knoWledge Contmctors, combUled 
does. not meE!t project managE!r or client with BC Hydro resources and subject matter advisors~ ME!dium 
expectations probability Is associated with uncontrollable factors related to IFRS. The 

n.eed for some rework of the design is already assumed. 

.; Benefits 1 Project will not deljver its intended results I Medium I Medium I Aben_efits realiZation pian has been develope;d. -Appendix F 
Realization 

) 
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Ap~Jendix F- FSR Project Benefits Realization and Success Measures 

:R. eF~•j• PROJECT succEss: j PROJECT Success MEASUREs: 1 BUSINEss SuccEss: . ·1 BUSINEss succEss MEASURE~: 
No. . . 
1.0 

I 
Statutory Reporting (FinanCial 
Statements) built and produced by 

. financial systems and transactions 
; fully compliant with I FRS 
I . 

· External Auditor-acceptance of go live. I Statutory compliance 
financial statements April201 0; and 

· go live public statements and 
! comparatives for Q1 F2012 

No or minimal manual 'effort to 
produce statements 

In Fiscal2011 on a quarterly basis IFRS 
financial statements will be reviewed for 
timeliness, completeness, compliance and 
quality by Corporate Finance and External 

: Auditors. Comments will be formally 
· · captured In a quarterly benefits realization 

1 report and if there are any remedll;ltion 
j items required they will Pe documented for . 

........ ·-----·- -·-"'·- .. ··---------------·-· ____________ ,_ .. .._a~s_lgry~en~_an~fol!ovy.:.tJP.:.... __ _::_ ... -- .. i 
I Reduced effort in preparing for and .. i Regulatory Compliance I In Fiscal2011 on a quarterly basis a survey ' 
~ defending RRAs The first RRA on the !Improved relationship with ; will be conqucted with Regulatory Affairs, 

2.0 Re~iulatciry reporting consistenfwith 

3.0 

the BCUC USoA and internal 
i management reporting that is 
' consistent or readily reconciled to 
I regulatory reporting. 

• BCUC USoA will be filed in late Regulator · · and Corporate and Business Group 
F2011 for F2012 · 1 Consistent and efficient.in Planning personnel rel?ponsible for 

I preparation and defence of preparing the BCH Revenue Requirements 
. No jeopardy to regulatory filing quality j Revenue Requirement Applications Application, Information Requests (IR) and 

Data conversion activities associated 
with translation of Canadian GAAP to , No or minimal impact on F2011 
opening I FRS, I FRS to SAP Gls /' regulatory filing and ability to restate 
financial statement balances and to USoA to the satisfaction of BCUC 
Canadian GAAP to opening BCUC I and intervenors· · · · · 
Regulatory Gls 1 financic:ll statement I -
balances .are timely, accurate and Extern~! Auditor and BCUC 
complete. Data cleanup activities that acceptance; go live finanoial 

1 precede data conversion are ~ statements Aprll ,2.01 0; go. live. public 
: identified and completed prior to data · statements and comparatives 01 
· conversion F2012 

Enhanced benchmarking capability Witness Preparation to .assess the impact 
with otfler North American utilities of BC Hydro's adoption of the BCUC USoA 
Certainty that we have interpreted . The results will be documented as part of a 

• the USoA or modified it so that any quarterly benefits realization report and if 
. rework in advance of ability to get there are any remediation items required 

concurrence with the regulator is they will be documented for assignment 
minimized. . and follow-up. Specific questions will deal 

: with clarity of converted data, timeliness 
'I Preparation of fihancial statements, i ~nd ease of IR response related · 

management reports and regulatory i information availability and quality and a 
1 filings are not in any way.fmpacted ; gauging ofBCUC and intervenor 
i by data conversion activities. Any acceptance, · 

. No jeopardy to regulatory filing. quality mandatory restatement of historic · 

Cost flows and common management 1 Standardized-maflagem.ent reporting, 
reporting views that support financial targeted to specific audiences 

, simplification and a.standardized , available in Q1 F2011 

information satisfies requirements 
of management, auditors and the 
BCUC . 

. . Improved cost accountability 

. Focused management 
:. accountabilities 

Thro1..1gh an establi~hed "reporting" user 
group, survey usage, deficiencies and 
follow-up on a quarterly basis· in F2011 to 

: ensure that SAP and warehouse-enabled J accountability framework for·B_GH I reports.are:available ori a timely basis and 
·----.------'-meet agreed up.QI!_re~l!!r~.f!1.eD1~-· _____ _ 

_L . 
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:ReF. _,.PROJECT success: ,. PROJEcT success MEAsuR,:s: · · · ., BusiNess success: 1 BusiNess success MEASURes: 
No. . . . . . 
4.0 

5.0 

Jnternal.controls embedded inre:.. 
designed business processes 
wherever possible 

Fewer,correctingjournal entries (Q2 
F11) 
Reduced effort on low-value add 
reclassification activities (Q2 F11) 

No degradation in internal audit 
results during F;2011 that can be 
attributed to in-scope financial 

1 processes. · 

1 An internal·control framework that 
' moves-BCH closer to being SOX/ 

.Bi11198 compliant and closer to 
CEO/ CFO certification supported 

: by timely signqff of all RACA I DCW 
: for in-scope processes 

I Timely delivery of signed off Risk and 
i Control Assessments (RACA) and 

____ . ... .. _ .. _ ••.. ______ • _ ___ _ 
1 _D~taiitec!. go_Qtt:.OLW.e>ck®~~ts_(p_G_WL_______________ .. . . 

Standardized data achieved through · Reduced·cycle time and manual effort Consistent and reliable financial 
standardized data definitions, to produce financial statements, . data I infotrnation that is readily 
standardized data capture rules and management reports and responding available. One. truth principle for 
standardized business processes. to management information requests i data (consistent information readily 

' · - Evidemt by Q2 of go-live. · available) 
! Aggregation of aJI financial 
' information-in a single financial 

system that over time will also 
i iqcqrporate 111ore and more 
I associated operating information 

Business Readiness is in place to 
deal with all aspects of transition and 
sustainment Impacted individuals 

I throughou~ the organization are 
identified, made aware of change, 
trained, reorganized and provided 

. with revised policies, procedures and 
support in advance of and throughout 
the transition, Out pf scope 
processes, .eg. Planning tools, 
.operationsreiporting.tools r . 
spreadsheets/ data bases that rely 

i on financial information are identified 

Reduce wd's to period close (Q1 
F11), financial statements and 
management reports 

· Satisfaction Survey carried out ori 1. 
, Current State; then 2 at Go-Live then 
1 3. Post implementation 

, Readily accessible· financial and 
1 operating Information that facilitates 
1 timely operations management and 

decision support · 

1 -Survey would be customization by 
, big implementation change areas (I.e.·. 

specific processes) and sent to 
targeted audiences 
- [teadiness Assessments carried out 
tliroughoutthe lifecycle of the project 
( cor,ilpletion .of de!Iyerable$). · 

·- .. _laQd _re~ou~ce_s_p!O':'-ideg_tp_f11[tig~te_ --~ ______ .. -. _ .. _J.. ·-oc-·-- ,.... .......... 
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: F2011. quarterly revievirof monthl}'manual 1 

~ Journal entry line count compared to a 
i baseline number established by Corporate 
I Finance in Fiscal201 0 and follow-up action 
\· pla.n for any required · 

i In place improvements to in-scope internal 
I controls as assessed by intElmal audit 
, through a formal post-go live audit program 
t for F2011. targeted to in-scope FSRP . 

financial processes and cross-referenced to : 
the FSRP RACA I DCW. 

Two· day :reduction in monthly period close 1 

cycle as compared to Fiscal2010 as 
evide_nced by availability of financial reports 
delivered by' the financial data warehouse. 
This will be measured and reported by 
Corporate FinancialProcesses (with 
comparatives by month for fiscal 2009 and 
2010,) 

A quarter'ly·post implementation survey 
· satisfaction surveywill be conducted for 3 
1 quarters after go live to monitor client 

satisfaction and capture and action any 
remediation items. 
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:~:: l~Ro~l~~~-uccess~- · .l·PROJ_ECT Success MEASUREs: 1 BusiNEss success: I BusiNEss success MEASURes: 

6~(Y' Interfaces built between SAP 
Financials and out of scope (008) 
source systems containing financial 
data that enable both SAP financials 
and the OOS so1.1rce systems to 
share all necessary information to 
function in an efficient manner with 
minimal manual intervention 

FSRP Business Case 

· Timely implementation of all required 
· Interfaces to legacy systems to 

enable SAP financials to operate 
efficiently within the SAP footprint 
identified in the project scope. 

1 Facilitation of a staged migration to 
. a single ERP for BC Hydro 

Draft & Confidential- For discussion only 

-------------····· ..... -. --------,..-------

ln·Fiscal 2011 on a quarterly basis a survey 
will be performed by the OCIO to evaluate 
the efficiency and effectiveness of SAP 
interfaces to legacy systems. Comments · 
will be formally captured .in a quarterly 

. benefits realization report and if there are 
, any remediation items required they will be · 
· documented for assignment and follow-up 
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Code of Conduct Review 

1. What are BC Hydro's responsibilities when information in a rate application changes 
before a public hearing? 

2. What are evidentiary updates? 

3. What are witnesses' responsibilities when giving information at a public hearing? 

4. What is the Company position on what information should be discussed during 
witness testimony at rate hearings? 

5. What is the process to review information prior to being filed with the regulator and 
are there integrity checks on information being released? 

6. What are implications for BCH for providing inaccurate information to the BCUC? 

Specific 

7. Was VP aware of responsibilities during hearing process? 

8. Did Legal and Regulatory assist VP in preparing for the hearing? 

9. Was VP instructed to not discuss certain information? 

10. Why did VP not disclose all the facts around SAP at the public hearing? 

11. Why was an outdated IT&T Strategy document provided (May 2006) rather than the 
May 2008 IT Plan? 



COC Review 
Interview Summary 

Date and 
location: 

Interviewee: 

Interviewer: 

May 19, 2010 

 Chief Regulatory Officer 

Henry Honda, Director Audit Services 
Albert Lagnado, Acting Director Audit Services 
Rick Prinja, Acting Senior Audit Manager 
David Avren, Director Legal Services 

Summary of key discussion points 

BGhydro 

> Everything that drives expenditures is included in RRA including projects and initiatives. 
Large projects are also included given impact on rates in future years. 

> RRA is filed in February/March and is based on forecasts which could be as old as six 
months. Evidentiary updates can be filed part way through the IR process for actual 
financials and material changes to load forecasts which affects rates. If there are errors or 
substantial changes to forecasts, can introduce change through IRs or file an addendum. 
Operating and capital costs are typically not material. 

> Witness responsibility is to tell the truth and respond to the question. Regulatory and 
external legal counsel do prepare witnesses based anticipated questions or issues by 
conducting mock cross examinations. 

> There is no policy on what cannot be filed or disclosed. If things have changed since the 
RRA then need to be honest when asked. 

> There is no formal process to check the integrity of information being filed with the regulator 
but there is some due diligence and probing by Regulatory. Regulatory relies on Business 
Group as they are the experts. 

> No incentive to either overstate or understate costs in RRA. 
> Implications of offering inaccurate information to BCUC are reputation/credibility hits and 

potential for certain expenses to be denied. 
> VP (  was aware of responsibilities during hearing process and did receive training. 
> Was not aware that the VP was asked to not disclose certain information. 
> Recollection of why VP did not disclose SAP was that at the time IT plans were vague. 

Regulatory strategy was to hope that there would not be much of a discussion on IT. There 
was not much discussion on IT at the hearing. 

> Surprised now that she has seen both documents that the most recent document was not 
provided (May 2008). Document was provided by VP and she felt it was appropriate at the 
time given what the BCUC had requested. 

> Believes a risk is present and that because of a lack of experience in RRA hearings,  
may have felt pressure to defend the application. More experienced witnesses usually 
discuss major changes since the application when preparing for testimony but VP did not 
really discuss any major changes since filing application. 

Audit Services 1 



Prinja, Rick 
Thursday, May 27, 2010 11:44 AM 
Honda, Henry; Avren, David; Lagnado, Albert 
RE: Privileged and confidential - RRA audit 

I think this approach is good. 

I am preparing a list of questions as we speak for circulation and comments. 

Rick 

Rick Prinja, CA 
Senior Manager, Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

: Honda, Henry 
2010, May 26 10:33 PM 

To: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Re: Privileged and confidential - RRA audit 

I agree with this approach. David, thanks for putting together. 

AlberURick, any concerns or suggestions. 

Henry 

From: Avren, David 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Sent: Wed May 26 18:26:28 2010 
Subject: Privileged and confidential - RRA audit 

suggested introductory points for  

• question has been raised about the evidence in the previous RRA on the issue of SAP vs. Peoplesoft, that's what 
we're looking into 

• it could be a Code of Conduct issue as well as an RRA preparation issue 
• audit being done for Legai/ARMC 
• asking you because you gave BCH's evidence on the point 
• basically it appears that our evidence we affirmed the plan for Peoplesoft though plans for SAP instead were 

already pretty well established. 
• here are the key documents -transcript excerpts, undertaking, exec summary and Sept business case 

1 



• have discussed with  and she didn't recall that there was any discussion or decision on the 
evidence on this point 

• here's a list of questions, we'll make an appointment in a week or so to discuss them and anything else. give you 
a chance to do some review 

Have at it.. .. 

d. 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 

2 



AD Summation Edocs 

From: Honda, Henry <Henry.Honda@bchydro.com> 
Sent: Jun-02-2010 12:54:27 pm 
To:  
Cc: 
Bee: 
Subject: Meeting 

 

Hope things are well. I've tried to contact you a couple of times but it looks like you are always busy and out of 
the office. I was wondering if we could meet on Friday to discuss a review we are currently working on to get 
your input. I will set up a meeting with Meena. 

Thanks 

Henry 

Page 1 of 1 



AD Summation Edocs 

From: Honda, Henry <Henry.Honda@bchydro.com> 
Sent: Jun-03-2010 11:39:12 am 
To: Lee, Meena <Meena.Lee@bchydro.com> 
Cc:  
Bee: 
Subject: Meeting 

Meena, 

Can you please set up a meeting for me with  on Monday. I was originally hoping we could meet tomorrow 
but it looks like it will have to be Monday (I am open between 9am and 11 am or between 2:30 and 5). I know 
he's very busy but I would like to get his input on something that we are working on and need to complete very 
soon. The meeting will only take 15 minutes. I have e-mailed him about this meeting already. We can meet up 
here on the 12th floor. 

Thanks 

Henry 

Page 1 of 1 



Avren, David 

From: 
Sent: 
To: 

Cc: 
Subject: 
Attachments: 

 

Honda, f!enry 
2010, June OS 2:35 PM 

 
Avren, David 
Privileged and confidential ~Questions 
Questions ~ ao.ooc 

Thanks again for meeting with us yesterday. As discussed, we have attached the questions we would like to discuss with 
you at the next meeting. I will set the meeting up for sometime next week. In addition, please let us know if it would be 
helpful to discuss this with others. Feel free to contact me if you have any question~. 

Henry 

1 



Privileged and Confidential 

Questions 

2009/2010 Rate Application- General Questions . 
1. Who was primarily responsible for putting the IT Project information together for the 

2009/2010 rate application? 
2. What witness· or other training was provided to you or others in CIO group for the 

regulatory hearing in October 2008? · 
3. Did the training or RRA preparation discussion include any advice as to how to deal. 

with changes in an already filed application? · 
4. What was your understanding in October 2008, at the time of the hearing, about 

ability to change costs and proposals contained in the already-filed RRA? 
5. Were there any specific discussions with Regulatory around the FSR project as pru;t 

of the preparation and training for' the rate hearing? 
6. When was the current five year IT Strategic Plan fmalized? 

FSR- Peopl~soft to SAP 
7. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
8. Why was re-platforming to SAP not a viable option for the Financ~al Upgrade project 

at the time of the filing of that RRA? 
9. Why was there a significant change in BCH intention vis a vis Peoplesoft Financial 

Upgrade and SAP, and when was that change? · 
10. The May 2008 IT&T Update on Strategy Development which was presented to the 

Audit & Risk Management Committee (included in binder provided), states that SAP 
has been selected as the default solution going forward. What was the effect of on the 
Peoplesoft Financial Upgrade plan? · 

11. Why did Hydro not raise the move to SAP at the October 2008 rate hearing? 
12. It appears the Commission requested some information around the principles to the IT 
. Strategy being developed. Why did we file the document we did a.S our undertaldng 

instead of the May 2008 IT&T Update on Strategy Development? 

SAP Financials -Cost 

13. How do we typically budget for IT Projects? (i.e. which costs are included when 
seeking approval? software, hardware, implementation, project management, ongoing 
maintenance?? etc.) . 

14. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J of the F2011 RRA and not consolidated somewhere in the 
application? (included in binder provided). 

15. Why were separate business cases and approvals obtained for the SAP Financial 
licenses and maintenance costs? Were license and maintenance costs exclU;ded in the 
FSR business case funding request? 



Avren, David 

From: 
Sent: 
To: 
Cc: 
Subject: 
Atta-chments: 

Importance: 
Sensitivity: 

Hi Henry 

 
2010, .June 14 7:13 .AM 
Honda, Henry 
Avren, David 
RE: Privileged and confidential -Questions 
Questions -CIO.doc 

High 
Confidential 

Please find attached, the answers to the questions you had sent. I am not sure of the overall context so please let me 
know if there is more you need. Thanks,  

 
Vice President a: Chfef Information Officer 

BC Hydro 
 

 

This email may contain privileged and confidential material and its transmission is not a waiver of that privilege. It i.s intended for the sole use of the person 
to whom it is addressed. Any copying, di~losure, distribution or reliance on this material other than the intended recipient is strictly prohibited. We assume 
no responslbillty to persons other thah the intended recipient. If you have received this transmission in error, please notify BC Hydro at 604.623.4000 
immediately and destroy any copies you may have. 

From: Honda, Henry 
Sent: Tuesday, June 08, 2010 2:35 PM 
To:  · 
Cc: Avren, David 
Subject: PriVileged and confidential -Questions 

 

Thanks again for meeting with us yesterday. As discussed, we have attached the questions we would like to discuss with 
you at the next meeting. I will set the meeting up for sometime next week. In addition, please let us know if it would be 
helpful to discuss this with others. Feel free to contact me if you have·any questions. 

Henry 

1 



Privileged and Confidential 

Questions 

2009/2010 Rate Application- General Questions 
1. Who was primarily responsible for putting the IT Project information together for the 

2009/201 0 rate application? 

The primwy people responsible for ptoducing the information were staff members , 
. from the CIO artd.the corporate frnance group My role was at the end to review the 

submJssio11S prior to thern being submitted. 

2. What witness or other training was provided to you or others in CIO group for the 
regulatory hearingin October 2008? · 

I was provided, as a new employee unfamiliar with the process, witness training. 

3. Did the training or RRA preparation discussion include any advice as to how to deal 
with changes in an already filed application? 

Yes, as we had progressed since the subinission and were developing the draft IT plan 
and discussed how we should address the changes. 

4. What was your unde1:standing in October 2008, at the time of the hearing, about 
ability to change costs and proposals contained in '(:he already-filed RRA? 

lv.fy understanding was that if changes had occurred we would discuss them. 

5. Were there any specific discussions with Regulatory around the FSR project as pa1t 
of the preparation and training for the rate hearing? 

We had discussed that 111e were developitzg a plan for all systems work and looking at 
a number ofprojecJs including the finance business processes. 

6. When was the current five year IT Strategic Plan finalized? 

The draft plan was under construction during the hearing cd1d the latest version was 
produce_i:lin. Febr~ary 2009. The updated5 year plan was presented to management 

' inMaj/2009~ ·. ' ·· · · · 

FSR- Peopl~soft to 'SAP 
7. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in Febmary 2008? · 

It liad been drafted as a potential project and to be included in the capital plan. 

8. Why wa,s re-platfonning to SAP not a viable option for the Financial Upgrade project 
at the time of the filing ofthat RRA? 



·Privileged and Confidential 

In the fall of 2007, when fl'projects were be1.ng contemplated, a number of initiatives 
Wer•e iderttified. A high level analysis by the then current IF management concluded 
it was too_ expensive. 

9. \Vhy was there a significant change in BCH intention vis a vis Peoplesoft Financia~ 
Upgrade and SAP, and when was that change? 

We began an IT planning process in early 2008 to look at the whole organization to 
define more efftctive e11terprise-wide solutim~s with the expectation to increase 
effectiveness and reduce costs. That analysts contirnted through 2008 and early 2009 
when it was determined the SAP and other solutions would provide more effective 
solutions. 

10. The May 2.008 IT&T Update on· Strategy Development which was prese;nted to the 
Audit & Risk Management Committee Cmcluded in binder provided), states that SAP 
has been selected as the default solution going forward. What was the effect of on the 
Peoplesoft Financial Upgrade plan? · 

In May 2008 we were in the middle of the development and analysis or solutions and 
stated we were considering SAP as an 'option. The Peoplesoft upgrade was still on 
hold ·with no investment. 

1 L Why did Hydro not raise the move to SAP at the October 2008 rate hearing? 

At the hearing, as stated in the testimony, we were still investigating solutions, plans, 
costs etc as part of our plan. The business case for the FSR project was approved in 
July 2009. 

12. It appears the Commission requested some information around the principles to the IT 
Strategy being developed. Why did we file the dOCllment we did as our lUldertaldng 
instead of the May 2008 IT&T Update on Stmtegy Development? 

They had asked for a copy of the principles. 

SAP Financials -Cost 

13. How do we typically budget for IT Projects? (i.e. which costs are included when 
seeking approval? software, hardware, implementation, project management, ongoing 
maintenance?? etc.) · 

T;pically, we develop business processes d~signj systems design and business cases 
for individual projects. These include capital and operating costs. 

14. Why are the vruious. SAP related capital expenditures broken out separately in 
Appendix I and J of the F2011 RRA and not consolidated somewhere in the 
application? (included in binder provided). · 



Privileged and Confidential 

All our costs are broken into individual project costs and overall enterp"rise costs. If a 
. cost is shared across multiple projects orfunctions, it is covered under ente1prise 

costs. 

15. Why were separate business cases and approvals obtained for the SAP Financial 
licenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 

The costs associated with the FSR project were included in the FSR business case and 
the costs related to the overall enteiprise costs were included in the o-verall IT 
infi·astructure costs. 



Avren, David 

From: 
Sent:· 
To: 
Subject: 
Attachments: 

 

Honda, Henry 
201Q,June 17 5:44 PM· 
Avren, David;  
RE: meeting? 
additional questions final - CIO.doc 

My apologies again for the mlx up with the meeting time this afternoon. My admin assistant is off sick today and I didn't 
receive any meeting notice confirmation. . 

Thanks again for providing your responses to our original questions, As' discussed, I have attached some follow-up 
questions (in blue font) to clarifY certain points:. We would appreciate it if you could review them and we will then set up a 
meeting to discuss. I think it would be best to meet in person so we can close off any loose ends right away instead of 
continuing to go back and forth via e-mail as I know everyone is busy. · 

I will ask Heidi tb set~p the meeting for early next week. 
Thanks again. 

Henry 

From: Avren, David 
Sent: 2010, June 17 3:33 PM 
To:  
Cc: Ho.nda, Henry 
Subject: meeting? 

Sorry, I hadn't heard about a meeting for us at 2:~0 and had a conflict then anyway. 

WiH wait to hear about reset unless you went ahead anyway. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BC1iydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Privileged and Confidential 

Questions 

2009/2010Rate Application- General Questions 
1. Who was primarily responsible for- putting the IT Project infmmation together for the 

2009/2010 rate application? 

17'ze primary people responsible for ptoducing the information were staff members 
jr0112 the CIO and the corporate finance group. My role was at the end "to review the 
submissions prior to them being submitted 

2. What witness or other training was provided to you or others in CIO group for the 
regulatory hearing in October 2008? 

I was ptovided, qs a new employee unfamiliar with the process, witness training. 

Who conducted the witness training and how much time did you spend in training? 
Did yon feel that the training was adequate in preparing you for t11e hearing? 

3. Did the training or RRA preparation discussion include any advice as to how to deal 
with changes in an already filed application? 

Yes, as we had progressed since the submission and were developing the draft IT plan 
and discussed how we should address the changes. 

4. What was your understanding in October2008, at the time of the hearing, about 
ability to change costs and proposals contained in the already·-filed RRA 7 

My understanding was that if changes had occw-red we rvould discuss them. 

Did the witness training or other hearing related discussion touch on when or how to 
give evidence on changes to the RRA application? 

5. Were there any speCific discussions with Regulatory around the FSRproject as part 
of the preparation and training for the rate hearing? 

We had discussed that we were developing .a plan for all.systems work and looking at 
a number of projects including the finance business processes. 

6. When was the current five year. IT Strategic Plan finalized? 

The dr[ifi plan was under construction durtng the hearing and the latest version was 
produced in FebruaJy 2009. The 1-pdated 5 year plan was presented to management 
inMay2009. 

FSR- Peoplesoft to SAP 
7. What was the status ofthe Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? · 



Privileged and Confidential 

It had been drafted as a potential project and to be included in the capital plan. 

&.. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 
at the time of the filing of that RRA? · 
In the fall of 2007, ·when IT projects were being contemplated, a number of initiatives 
were identified A high level analysis by the then current lT management concluded 
it was too expensive. 

9. Why was there a significant change in BCH intention vis a vis Peoplesoft Financial 
Upgrade and SAP, and when was that change? . 

-
. We began an IT pltmning process in early 2008 to look at the whole organization to 

define more effettive mterprise-wide solutions with the expectation to increase 
effectiveness and reduce costs. That analysis continued through 2008 and early 2009 
when it Hlas determined the SAP a:nd other solutions would provide more effective 
solutions. 

10. The May 2008 IT&T Update on Strategy Development which was presented to the 
Audit & Risk Management Committee (included in binder provided), states that SAP 
has been selected as the default solution going forward. 'What was the effect of on the 
Peoplesoft Financial Upgrade plan? 

In May 2008 we were in the middle of the development and analysis or solutions and 
stated we were considering SAP as an option. The Peoples oft upgrade was still on 
hold with no investment. 

11. Why did Hydro ·not raise the move to SAP at the October 2008 rate hearing? 

At the hearing, as stated in the testimony, we were still investigating solutions, plans, 
cQsts etc as part of our plan. The business case for the FSR project was approved in 
July2009. · 

What was the likelihood of moving to the SAP solution at the time of tile October 2008 
rate hearing? 

Wllich ba:sis/criteria were used to determine if the potential move to the SAP solution 
should be discussed at the hearing? For example, approval by ET, business case 
approval, ARMC ai>proval .• etc. 

We noted the following documents which may give someone the impression that there 
was a move to the SAP solution in 2008. 

> May 2008 IT&T Strategy Development update to ARl\fC which stated that 
Peoplesoft project was on hold, and SAP was identified as default solution for IT 
ERP related implementations 

~ August 2008 Accenture Consulting Contract for a SAP Financial implementation 
blueprint; 



· Privileged and Confidential 

),> SAP Licensing Pltase 1A Business Case (September 2.008) noted the "first expected 
rollout of SAP beyond CCS fi:mtprint was in the area ofFinancials"; 

>- End-User License Agreement for $1M Financial Licenses and Professional Service 
Agreement were executed witlt SAP in September 2008. 

Were these documents partoftlte move to the SAP solution? How do they tie into tlte 
business case approved in July 2009? 

12. It appears the Commission requested some infonnatiori. around the principles to the IT 
Strategy being developed. Why did we flle the document we did as our undertaldng 
instead of the May 2008 IT&T Update on Strategy Development? 

They had aslr:ed for a copy of the principles. 

In addition to the October 2007 document submitted to the BCUC, did BCH also 
consider submitting the May 2008 IT&T Strategy Development d.ocument as it included 
references to principles and was prese11ted to ET, the Board and the.ARMC? If not, 
Wl1y not? 

> Dru·ingtestimony on the IT Strategy, it was stated that the principles had been 
presented to ET, the Board through the AR1\1C. The October 2007 document that 
was submitted appears to only have been presented to ET, Was it also presented to 
the Boa:rd and ARMC as well? 

SAP Financials -Cost 

13. How do we typically budget for IT Projects? (i.e. which costs m:e included when 
seeking approval? software, hardware, .implementation, project management, ongoing 
maintenance?? etc.) 

Typically, we develop business processes destgn, systems design and business cases 
for individual projects. These include capital and operating costs. 

14. Why are the various SAP related capital expenditUres broken out separately in 
Appendix I and J of the F2011 RRA and not consolidated somewhere inthe 
applicatiQll? (included in binder provided). · 
All our costs are bro.ken tnto individual projeat costs and overall enterprise costs. If a 
cost ts shared across multiple projects or junctions, it is coveredunder ente1prise 
costs. 

15. Why were separate business cases and approvals obtained for the SAP Financial 
· Ucenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 

The casts associated with the FSRprojectwere included in the FSR business case and 
the costs related to the overall enterprise costs were included in the overall IT 
infrastructure costs. 



Privileged and Confidential 

The costs for the SAP Fi:nanc,iallicense were presented separ:;rtely in tbe F2011 RRA. 
The FSR business case dated June2009·notes tlmt the funding request does not Include 
SAP license costs and they would be addressed in a separate business case. Why were 
the license cost not c~nsidered a part of the FSR project? 

Can someone from your group· please p1·ovide a breakdown of the costs to date on the 
FSR project including additional forecasted costs to .complete the proje<;t? Can they also 
provide a breakdown of costs forthe.$18.7M in the.Jnne 2009 FSRProject EAR? 



From: Avren, David </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=DA VREN> 
Sent: Jun-23-2010 06:06:09 pm 
To: Avren, David <David.Avren@bchydro.com> 
Cc: 
Bee: 
Subject: RRA audit 

 

instruction in training on not filing draft? 

Why consider document draft? 

 

SAP likely, if don tknow say nothing, concerned about more questions couldn t answer, not 
finalized, concern for business process not name of solution. Ok with answer? 

D. 

J. DavidS. Avren Tel: 604-623-3611 
Director of Legal Services Fax: 604-623-3606 
BC Hydro 
16th floor, 333 Dunsmuir St., 



Avren, David 

From: 
Sent: 
To: 
Cc: 
Subject: 

Hi,  

. Avri:m, David 
2010,June 25 11:15 AM 

  
Prinja, Rick; Honda, Henry 
Privileged and confidential - additional questions re; RRA 

Sorry to pester you further on this, but Henry; Rick and l hadsomefurther questions. Your call whether you'd like to 
answer in writing or via a discussion like earlier this week. Here they are: 

Can you please elaborate on what other SAP related processes (projects) outside of Financiafs, the SAP financial 
licenses described in Appendix I of the F11 RRA are used in? Could labelling these costs as "SAP Financials License" in 
the RRA be in any way inaccurate or misleading? 

Of the $3.3M spent on licenses, can you provide a breakdoWn of the license costs by current or future SAP related 
projects (ie.- Financials, PPM, WOM)? 

Can you please provide a copy of the end-user licensing agreements w1Ih SAP for the $3.3M purchase? 

Can you please confirm that annual support and maintenance costs are not included in the $3. 6m IOMA balance in the 
FSR Project Summary "Life to Date Spend" memo prepared by Ryan, and also not included in the $18. 7M EAR funding 

· request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Was there instruction in the· witness training or otherwise on not ft1ing draft documents at the BCUC? 

On the face of it the IT and T Update on Strategy Development of 22 May 2008 (which went to ARMC) appears anal. In 
what way orsense was it "draft"? 

At the time of the hearing In October 2008, what was the relative likelihood of the SAP solution proceeding as opposed to 
the Peoplesoft solution proceeding? How and why had the perspective changed on this choice since the filing in October 
2007? (For the sake of context, recall that the IT and T update of May 2008 states "SAP wl1/ be used as a default 
solution", and the SAP Licensing Phase 1 A Business Case of Sept. 24, 2008 states: "This is expected to be the first of a 
series of purchases from SAP to secure licensing to support BC Hydro's SAP program. This is in alignment with the 
recently adopted IT and T strategy as approved by ARMC .... 'J . 

Thanks,  

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 

Tel: 604-623-3611 
FaX: 604-623-3606 
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16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prinja, Rick 
Sent: 2010, June 25 10:29 AM 
To: Avren, DaVid 
Cc: Honda, Henry 
Subject: a.dditional questions 

HI David 

Here are my additional qwestions for  

Can you please elaborate on what other SAP related processes {projects) outside of Financials, the SAP financial 
licenses described in Appendix I of the F11 RRA are used in? ls it fair to say that labelling these costs as "SAP Financials 
License" in the RRA is $lightly misleading? 

Of the $3.3M spent on· llcenses, can you provide a breakdown of the license costs by current or future SAP related 
projects (ie.- Financials, PPM, WOM) 

Can you please provid.e a copy of the end-user licensing agreements with SAP for the $3.3M purchase? 

C?n you please. confirm that annual support and maintenance costs are not included in the $3.6m IOMA balance in the 
FSR Project Summary"Ufe to Date Spendu memo prepared by Ryan, and also not included in the $18.7M EAR funding 
request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Thanks 
Rick 

Rick Prinja, CA 
Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 
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Code of Conduct Review Questions -  

Pre-Regulatory Hearing October 2008 
1. Had you ever given testimony at a regulatory hearing prior to October 2008? 
2. What training or assistance was provided for the regulatory hearing in October 2008? 
3. What are your responsibilities as a witness during a regulatory hearing? 
4. What is your understanding on what information could be disclosed at regulatory 

hearings? 
5. Were you advised to not discuss certain information at the October 2008 regulatory 

hearing? 

FSR/SAP 
6. When was the current five year IT Strategic Plan fmalized? 
7. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 

at the time of the RRA? 
8. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
9. Why the sudden change in direction away from Peoplesoft to SAP? 
10. Why were separate business cases and approvals obtained for the SAP Financial 

licenses and maintenance costs when they related to the FSR project? Were license 
and maintenance costs excluded in the FSR business case funding request? 

>- The original license business case dated September 24, 2008 indicated that 
these costs would be included in the FSR business case. 

> The FSR business case dated June 2009 noted that the SAP licensing and 
common infrastructure costs were addressed under a separate business case. 

11. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J of the F2011 RRA when they appear to relate to the SAP Financial 
Upgrade Project? 

Testimony at October 2008 Regulatory Hearing 
12. Why was the SAP solution for the FSR and the potential increase in capital spend not 

discussed at the public hearing when you were asked about the Peoplesoft Upgrade 
Project given that was the only option being considered given the IT&T strategy: 

>- Recent strategy document in May 2008 noted that SAP was considered to be 
the default solution on major ERP implementations; 

> Consulting agreements had been signed with Accenture (August 2008) and 
SAP (September 2008) to create a roadmap for SAP fmancial system 
(Blueprint project); 

~ Business case dated September 24, 2008 indicated that Blueprint project was 
expected to culminate in first major implementation of SAP outside of CCS 
Implementation in 2003; 

> Agreements to purchase $1M SAP financial licenses were signed September 
2008. 

13. Why was the May 2008 IT&T Update on Strategy Development not presented to the 
Commission given it was the most recent strategy document approved by ET and 
presented to the ARMC? 



Code of Conduct Review Questions -  

Pre-Regulatory Hearing October 2008 
1. Was the October 2008 regulatory hearing your first hearing? 
2. What training or assistance was provided for the regulatory hearing in October 2008? 
3. What are your responsibilities as a witness during a regulatory hearing? 
4. What is your understanding on what information could be disclosed at regulatory 

hearings? 
5. Were you advised to not discuss certain information at the October 2008 regulatory 

hearing? 

FSR/SAP 
6. When was the current five year IT Strategic Plan fmalized? 
7. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 

at the time of the RRA? 
8. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
9. Why the sudden change in direction away from Peoplesoft to SAP? 
10. Why were separate business cases and approvals obtained for the SAP Financial 

licenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 

> The original license business case dated September 24, 2008 indicated that 
these costs would be included in the FSR business case. 

> The FSR business case dated June 2009 noted that the SAP licensing and 
common infrastructure costs were addressed under a separate business case. 

11. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J of the F20 11 RRA? 

Testimony at October 2008 Regulatory Hearing 
12. Why was the SAP solution for the FSR and the potential increase in capital spend not 

discussed at the public hearing when you were asked about the Peoplesoft Upgrade 
Project: 

> Recent strategy document in May 2008 noted that SAP was considered to be 
the default solution on major ERP implementations; 

> Consulting agreements had been signed with Accenture (August 2008) and 
SAP (September 2008) to create a roadmap for SAP fmancial system 
(Blueprint project); 

> Business case dated September 24, 2008 indicated that Blueprint project was 
expected to culminate in first major implementation of SAP outside of CCS 
Implementation in 2003; 

> Agreements to purchase $1M SAP financial licenses were signed September 
2008. 

13. Why was the May 2008 IT&T Update on Strategy Development not presented to the 
Commission? 



Code of Conduct Review Questions -  

· Pre-Regulatory Hearing October 2008 
1. Was the October 2008 regulatory hearing your first hearing? 
2. What training or assistance was provided for the regulatory hearing in October 2008? 
3. What are your responsibilities as a witness during a regulatory hearing? 
4. What is your understanding on what information could be disclosed at regulatory 

hearings? 
5. Were you advised to not discuss certain information at the October 2008 regulatory 

hearing? 

FSR/SAP 
6. When was the current five year IT Strategic Plan fmalized? 
7. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 

at the time of the RRA? 
8. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
9. Why the sudden change in direction away from Peoplesoft to SAP? 
10. Why were separate business cases and approvals obtained for the SAP Financial 

licenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 

11. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J of the F20 11 RRA? 

Testimony at October 2008 Regulatory Hearing 
12. Why was the SAP solution for the FSR and the potential increase in capital spend not 

discussed at the public hearing when you were asked about the Peoplesoft Upgrade 
Project? 

13. Why was the May 2008 IT&T Update on Strategy Development not presented to the 
Commission? 



Questions 

2009/2010 Rate Application- General Questions 
1. Who was primarily responsible for putting the IT Project information together for the 

2009/2010 rate application? 
2. What training or assistance was provided for the regulatory hearing in October 2008? 
3. Were there any specific discussions around the FSR project as part of the preparation 

and training for the rate hearing? 
4. When was the current five year IT Strategic Plan finalized? 

FSR- Peoplesoft to SAP 
5. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
6. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 

at the time of the RRA? 
7. Why was there a change from the Peoplesoft Financial Upgrade to SAP around the 

time of the October 2008 rate hearing? 
8. The May 2008 IT&T Update on Strategy Development which was presented to the 

Audit & Risk Management Committee (included in binder provided), states that SAP 
has been selected as the default solution going forward. How does this tie into the 
Peoplesoft Financial Upgrade? 

9. Why did Hydro not discuss the move to SAP at the October 2008 rate hearing? 
10. It appears the Commission requested some information around the principles to the IT 

Strategy being developed. Why was the May 2008 IT&T Update on Strategy 
Development not provided to the Commission? It appears an older memo was 
provided to the Commission (Undertaking included in binder provided) 

SAP Financials -Cost 

11. How do we typically budget for IT Projects? (ie. which costs are included when 
seeking approval? software, hardware, implementation, project management, ongoing 
maintenance?? etc.) 

12. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J ofthe F2011 RRA? (included in binder provided). 

13. Why were separate business cases and approvals obtained for the SAP Financial 
licenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 

Privileged and Confidential 



Privileged and Confidential 

Questions 

2009/2010 Rate Application- General Questions 
1. Who was primarily responsible for putting the IT Project information together for the 

2009/2010 rate application? 
2. What witness or other training was provided to you or others in CIO group for the 

regulatory hearing in October 2008? 
3. Did the training or RRA preparation discussion include any advice as to how to deal 

with changes in an already filed application? 
4. What was your understanding in October 2008, at the time of the hearing, about 

ability to change costs and proposals contained in the already-filed RRA? 
5. Were there any specific discussions with Regulatory around the FSR project as part 

of the preparation and training for the rate hearing? 
6. When was the current five year IT Strategic Plan finalized? 

FSR- Peoplesoft to SAP 
7. What was the status of the Peoplesoft Financial Upgrade at the time of the RRA filing 

in February 2008? 
8. Why was re-platforming to SAP not a viable option for the Financial Upgrade project 

at the time of the filing of that RRA? 
9. Why was there a significant change in BCH intention vis a vis Peoplesoft Financial 

Upgrade and SAP, and when was that change? 
10. The May 2008 IT&T Update on Strategy Development which was presented to the 

Audit & Risk Management Committee (included in binder provided), states that SAP 
has been selected as the default solution going forward. What was the effect of on the 
Peoplesoft Financial Upgrade plan? 

11. Why did Hydro not raise the move to SAP at the October 2008 rate hearing? 
12. It appears the Commission requested some inforination around the principles to the IT 

Strategy being developed. Why did we file the document we did as our undertaking 
instead of the May 2008 IT&T Update on Strategy Development? 

SAP Financials -Cost 

13. How do we typically budget for IT Projects? (i.e. which costs are included when 
seeking approval? software, hardware, implementation, project management, ongoing 
maintenance?? etc.) 

14. Why are the various SAP related capital expenditures broken out separately in 
Appendix I and J ofthe F2011 RRA and not consolidated somewhere in the 
application? (included in binder provided). 

15. Why were separate business cases and approvals obtained for the SAP Financial 
licenses and maintenance costs? Were license and maintenance costs excluded in the 
FSR business case funding request? 



Avren, David 

From: 
Sent: 
To~ 

Subject: 

Here's something very quic~: 

Avren, David 
2010, June 29 5:41 PM 
Honda, Henry; Li:ignado, Albert; Prinja, Rick 
privileged and confidehtiai - re /RRA 

At the hearing, t VP and CIO, was asked by Commission counsel about BCH's IT strategy and about its 
proposed choice ofPeoplesoft Financial System for the enterprise financials .upgrade. 

. . 
In his evidence,   informed the hearing: 

• . principles for the JT strategy had been established by th·e executive, the board and the audit and risk 
management committee of the board, ahd undertook to file a document which showed those principles. 

• an October 31, 2007 lT Summary which had been presented to ET (and not the Board or ARMC) was filed. in 
fulfilment of that Linderfaking. Another document, "IT and T Update on Strategy Development", was not fiied 
thoug[l it indicated principles and probable strategy <3.nd had been to ARMC in May 2008. 

• though the BC Hydro RRA. application indicated Peopl.esoft was the preferred enterprise financials solution, SAP 
had become the "default solution" by May 2008 and the much more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been e$timated to be $XXX more than Peoplesoft wh.en the RRA 
application :was filed in October, 2007.. · 

• BCH was '1ooking at PeopleSoft as one of the solutions, but [BCH is]looklng at other options .... " He did not 
specifically raise SAP's status as tne "default solution" in preference to Peoplesoft. 

 .B.CH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 
October 31, 1.007 IT Strategy document, plus the unfiled May 2DOB Update and a September 2008 business case, which 
also affirmed the likelihood of an SAP solution. 

She advised She was content with  answers and response to the undertaking, and it would only have been if 
he had been asked about SAP specifically that she believed he would have had an obligation to inform the BCUC at the 
hearing that since the filing SAP had become preferred to Peoplesoft.. She further indicated that had she known all 
relevant facts at th.e time, she would. still not have wanted the evidence changed or supplemented on this issue. 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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From: Avren, David <David.Avren@bchydro.com> 
Sent: Jun-29-2010 06:23:06 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: RRA audit update 

Had a good interview with  

In short, she is not concerned about the evidence that was given. 

That leaves training and financial presentation (i.e. splitting of costs) as the only remaining 
ISSUeS. 

D. 

J. DavidS. Avren Tel: 604-623-3611 
Director of Legal Services Fax: 604-623-3606 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 



J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St .. , 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Honda, Henry 
Tuesday, June 29, 2010 8:09 PM 

To: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Re: privileged and confidential - re /RRA 

David 

Thanks for this. This lays out many of the key points and  position. There may be a few things we may add to 
this. 

Would you also be able to provide your legal perspective on the situation based on the information you have reviewed and 
heard? 

Thanks again 

Henry 

From: Avren, David 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Sent: Tue Jun 29 17:40:57 2010 
Subject: privileged and confidential - re /RRA 

Here's something very quick: 

the hearing,  VP and CIO, was asked by Commission counsel about BCH's IT strategy and about its 
rooose~a choice of Peoplesoft Financial System for the enterprise financials upgrade. 

In his evidence,  informed the hearing: 

• principles for the IT strategy had been established by the executive, the board and the audit and risk 
management committee of the board, and undertook to file a document which showed those principles. 

• an October 31, 2007 IT Summary which had been presented to ET (and not the Board or ARMC) was filed in 
fulfilment of that undertaking. Another document, "IT and T Update on Strategy Development", was not filed 
though it indicated principles and probable strategy and had been to ARMC in May 2008. 

• though the BC Hydro RRA application indicated Peoplesoft was the preferred enterprise financials solution, SAP 
had become the "default solution" by May 2008 and the much more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft when the RRA 
application was filed in October, 2007. 

• BCH was "looking at PeopleSoft as one of the solutions, but [BCH is] looking at other options ... ." He did not 
specifically raise SAP's status as the "default solution" in preference to Peoplesoft. 

, BCH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 
October 31, 20071T Strategy document, plus the unfiled May 2008 Update and a September 2008 business case, which 
also affirmed the likelihood of an SAP solution. 

She advised she was content with  answers and response to the undertaking, and it would only have been if 
he had been asked about SAP specifically that she believed he would have had an obligation to inform the BCUC at the 
hearing that since the filing SAP had become preferred to Peoplesoft .. She further indicated that had she known all 
relevant facts at the time, she would still not have wanted the evidence changed or supplemented on this issue. 
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J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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From: Prinja, Rick </O=BCHYDRO/OU=LM6/CN=RECIPIENTS/CN=VPRINJA> 
Sent: Jun-29-2010 09:27:34 am 
To: Honda, Henry <Henry.Honda@bchydro.com>; Prinja, Rick <rick.prinja@bchydro.com> 
Cc: 
Bee: 
Subject: Special Investigation 

When: 2010, June 29 10:30 AM-11 :00 AM (GMT-08:00) Pacific Time (US & Canada). 
Where: Your desk · 

Henry 

I wanted to get your input on the report as I have started drafting it. Wanted to get your thoughts 
on approach as there is long backstory with this review. 

Rick 



Avren, David 

Frorri: Avren, David 
Sent: 2010, June 30 4:19 PM 
To:. 
Subject: 

Honda, Henry; Lagnado, Albe.ti; Prinja, Rick 
RE: priyileged and mnfidential- re /RRA 

Hi, Henry -have supplemented it a bit 11elow. 

St;le what you think. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 

-------------------------··-.. -· ·-· --·~-··----·· --~-··--~~~·------
From: Honda, Henry 
Sent: 2010, June 29 8:09PM 
To: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Re: privileged and confidential - re /RRA 

David 

Thanks for this. This lays out many of the key points ang  position. There. may be a few things we may add to 
this. 

Would you .also be able to provide your legal perspective on. the situation based on the information you have reviewed and 
heard? 

Thanks again 

Henry 

From: Avren, David 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Sent: Tue Jun 29 17~40:57 2010 
Subject: privileged ·and confidential - re /RRA 

Here's something very quick: 

At the hearing,   VP and CJO, was asked by Commission counsel about BCH's IT strategy and about its 
proposed ohoice of Peoplesoft Financial System for the enterprise financials upgrade. 

In his evidence,  informed the hearing: 

• principles for'the IT strategy had been estabUshed by the executive, the board and the audit and risk 
management committee of the board, and undertook to file a document which showed those principles. 

1 



o an October 31, 2007 IT Summary which had been presented to ET (and not the Board or ARMC) was filed in 
fulfilment of that undertaking. Another document, "IT and T Update on Strategy Development", was not filed 
though it indicated principles and probable strategy and had been to ARMC in May 2008. 

• though the BC Hydro RRA application indicated Peoplesoft was the preferred enterprise financials solution, SAP 
had become the "default solution" by May 2008 and the much more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft when the RRA 
application was filed in October, 2007. 

• BCH was "looklng at PeopleSoft as one of the solutions, but [BCH Is] looking at other options .... " He did not 
specifically raise SAP1S status as the "default solution" in preference to Peoplesoft. 

. . 
 BCH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 

October 31, 2007 lT Strategy document, plus the unfiled May 2008 Update and a September 2008 business case, which 
also affirmed the likelihood of an SAP solution. 

She advised she was content with  answers and response to the undertaking, and it would only have been if 
he had been asked about SAP specifically that she believed he would have had an obligation to inform the BCUC at the 
hearing that since the filing SAP had become preferred to Peoplesoft.. She further indicated that had she known all 
relevant facts at the time, she would stilf not have wanted the evidence changed or supplemented on this issue. 

From a legal, evidentiary perspective, it is clear the BCUC was not informed that SAP had replaced Peopfesoft as the 
preferred solution. That said, no final decisions had been made by the hearing and the relative advantages of both 
solutions were still under consideration. The issue is whether there was an obligation to raise, unasked, the SAP 
probability. 

The testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The BCUC was specifically 
advised that BCH was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. No party 
inquired further on this aspect In the circumstances, it would be difficult to conclude there was a positive duty on BCH to 
advise the hearing further. · 

SAP was expected to be more costly than Peoplesoft. Failure to. raise the more likely SAP solution at the hearing did not 
artificially increase costs for ratepayers. rather the reverse, to ratepayers' probable advantage. Rates would in theory 
have been hlgher had the merits of an SAP solution been raised with and accepted by the BCUC. 

 advised of his rationale for not raising SAP at the hearing and fpr filing the October 31 1 '2007 document rather 
than the more recent May 2008 update document which had been to a Board committee. While hls reasons may not have 
been entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft", no final determination of the 
enterprise financials solution), tht;re was no suggestion of deliberate evasion or intent to mislead. His testimony and filings 
on this aspect were in keeping with BCH's evidentiary responsibilities. 

1. DavidS, A VJ:en 
Director of Legal Services 
BC Hydro . 
16th floor, 333 bunsmuir St., 
Vancouver, B.C. 
Canada V5B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Avren, David 
Monday, July 05, 2010 5:04 PM 

To: 
Subject: 

Honda, Henry; Lagnado, Albert; Prinja, Rick 
RE: privileged and confidential - re RRA 

How's this for addressing the legal angle: 

At the hearing,  VP and CIO, was asked by Commission counsel about BCH's IT strategy and about its 
proposed choice of Peoplesoft Financial System for the enterprise financials upgrade. 

In his evidence,  informed the hearing: 

• principles for the IT strategy had been established by the executive, the board and the audit and risk 
management committee of the board, and undertook to file a document which showed those principles. 

• an October 31, 2007 IT Summary which had been presented to ET (and not the Board or ARMC) was filed in 
fulfilment of that undertaking. Another document, "IT and T Update on Strategy Development", was not filed 
though it indicated principles and probable strategy and had been to ARMC in May 2008. 

• though the BC Hydro RRA application indicated Peoplesoft was the preferred enterprise financials solution, SAP 
had become the "default solution" by May 2008 and the more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft when the RRA 
application was filed in October, 2007. 

• BCH was "looking at PeopleSoft as one of the solutions, but [BCH is] looking at other options ... ." He did not 
specifically raise SAP's status as the "default solution" in preference to Peoplesoft. 

, BCH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 
-''-'Luu•;:;• 31, 2007 IT Strategy document, plus the unfiled May 2008 Update and a September 2008 business case, which 

also affirmed the likelihood of an SAP solution. 

She advised she was content with  answers and response to the undertaking, and it would only have been if 
he had been asked about SAP specifically that she believed he would have had an obligation to inform the BCUC at the 
hearing that since the filing SAP had become preferred to Peoplesoft .. She further indicated that had she known all 
relevant facts at the time, she would still not have wanted the evidence changed or supplemented on this issue. 

From a legal, evidentiary perspective, it is clear the BCUC was not informed that SAP had replaced Peoplesoft as the 
preferred solution. That said, no final decisions had been made by the hearing and the relative advantages of both 
solutions were still under consideration. The issue is whether there was an obligation to raise, unasked, the SAP 
probability. 

The testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The BCUC and intervenors 
were specifically advised that BCH was 'looking at Peoplesoft as one of the solutions, but was also looking at other 
options'. No party inquired further on this aspect of other options. In the circumstances, there was no positive duty on 
BCH to advise the hearing further. 

SAP was expected to be more costly than Peoplesoft. Failure to raise the more likely SAP solution at the hearing did not 
artificially increase costs for ratepayers, rather the reverse, to ratepayers' probable advantage. Rates would in theory 
have been higher had the merits of an SAP solution been raised with and accepted by the BCUC. 

 advised of his rationale for not raising SAP at the hearing and for filing the October 31, 2007 document rather 
than the more recent May 2008 update document which had been to a Board committee. While his reasons may not have 
been entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" because it dealt with matters 

at were "in progress" and yet to be determined), there was no suggestion of deliberate evasion or intent to mislead. His 
'"'t.rnnr"' and filings on this aspect complied with BCH's evidentiary responsibilities. 
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While the evidence presented at the hearing was not the best or most complete evidence possible, it met BC Hydro's 
evidentiary obligations. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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From: Avren, David <David.Avren@bchydro.com> 
Sent: Jul-06-2010 10:09:23 am 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: FW: privileged and confidential- re RRA 

Ray: 

See below for where I think we ve got to on the main evidentiary aspect. There may be other 
aspects in terms of how $ are presented in applications (broken into components or rolled up, but 
that s more for audit). 

I see Henry has teed up a meeting with Charles for Monday; don t know if you need a pre
meeting. 

D. 

J. DavidS. Avren Tel: 604-623-3611 
Director of Legal Services Fax: 604-623-3606 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Avren, David 
Sent: 2010, July 05 5:04PM 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Subject: RE: privileged and confidential- re RRA 



How s this for addressing the legal angle: 

At the hearing,  VP and CIO, was asked by Commission counsel about BCH s 
IT strategy and about its proposed choice ofPeoplesoft Financial System for the enterprise 
financials upgrade. 

In his evidence,  informed the hearing: 

*principles for the IT strategy had been established by the executive, the board and the audit and 
risk management committee of the board, and undertook to file a document which showed those 
principles. 

* an October 31, 2007 IT Summary which had been presented to ET (and not the Board or 
ARM C) was filed in fulfilment of that undertaking. Another document, IT and T Update on 
Strategy Development , was not filed though it indicated principles and probable strategy and 
had been to ARMC in May 2008. 

* though the BC Hydro RRA application indicated Peoplesoft was the preferred enterprise 
financials solution, SAP had become the default solution by May 2008 and the more likely 
solution by the October 2008 hearing. 

* the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft 
when the RRA application was filed in October, 2007. 

* BCH was looking at PeopleSoft as one of the solutions, but [BCH is] looking at other 
options . He did not specifically raise SAP s status as the default solution in preference to 
Peoplesoft. 

, BCH s Chief Regulatory Officer, reviewed the relevant transcript excerpts and 
filings, including the October 31, 2007 IT Strategy document, plus the unfiled May 2008 Update 
and a September 2008 business case, which also affirmed the likelihood of an SAP solution. 



She advised she was content with  s answers and response to the undertaking, and it 
would only have been if he had been asked about SAP specifically that she believed he would 
have had an obligation to inform the BCUC at the hearing that since the filing SAP had become 
preferred to Peoplesoft .. She further indicated that had she known all relevant facts at the time, 
she would still not have wanted the evidence changed or supplemented on this issue. 

From a legal, evidentiary perspective, it is clear the BCUC was not informed that SAP had 
replaced Peoplesoft as the preferred solution. That said, no final decisions had been made by the 
hearing and the relative advantages of both solutions were still under consideration. The issue is 
whether there was an obligation to raise, unasked, the SAP probability. 

The testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The 
BCUC and intervenors were specifically advised that BCH was looking at Peoplesoft as one of 
the solutions, but was also looking at other options. No party inquired further on this aspect of 
other options. In the circumstances, there was no positive duty on BCH to advise the hearing 
further. 

SAP was expected to be more costly than Peoplesoft. Failure to raise the more likely SAP 
solution at the hearing did not artificially increase rates for ratepayers, rather the reverse, to 
ratepayers probable advantage. Rates would in theory have been higher had the merits of an 
SAP solution been raised with and accepted by the BCUC. 

 advised of his rationale for not raising SAP at the hearing and for filing the October 
31, 2007 document rather than the more recent May 2008 update document which had been to a 
Board committee. While his reasons may not have been entirely suited to the circumstances (e.g. 
interpreting the May 2008 document as draft because it dealt with matters that were in 
progress and yet to be determined), there was no suggestion of deliberate evasion or intent to 
mislead. His testimony and filings on this aspect complied with BCH s evidentiary 
responsibilities. 

While the evidence presented at the hearing was not the best or most complete evidence possible, 
it met BC Hydro s evidentiary obligations. 

J. DavidS. Avren Tel: 604-623-3611 
Director of Legal Services Fax: 604-623-3606 



BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 



Avren, David 

From: Avr~n, David 
Sent: 2010, July 06 10:10 AM 
To: 
Subject: 

Honda, Henry; Lagnado, Albert; Prinj<;~i Rick 
RE; privileged and confidential - re RRA 

Use this version. Amended one word. 

D. 

J. DavidS, Avren 
Director of Legal Services 
BCHydro 
16th :floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Avren, David 
Sent: 20101 July 05 5:04 PM 

Tel: 604-623-3611 
Fax: 604-623-3606 

To: Honda, Henry; Lagnado, Albert; Prinja1 RJck 
Subject; RE: privileged and confidential- re RRA 

How's this for addressing the legal angle: 

At the hearing,  VP and CIO, was asked by Commission counsel about BCH's IT strategy and about its 
proposed choice of Peoplesoft Financial System for the enterprise financials upgrade. 

In his evidence,  informed the hearing: 

• principles for the lT strategy had been established by the executive, the board and the audit and risk 
management committee of the board, and undertook to file a document which showed those principles. 

• an October 31, 2007 IT Summary which had been presented to ET (and not the Board or ARMC} was filed in 
. fulfilment of that undertaking. Another doqument, "IT and T Update on Strategy Development", was not filed 
though ft indicated principles and probable strategy and had been to ARMC in May 2008. 

• though the BG Hydro RRA application indicated Peoplesoft was the preferred enterprise financials solution, SAP 
had become the t'default solution" by May 2008 and the more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft when the RRA 
application was flied in October, 2007. 

• BCH was "looking at PeopleSoft as one of the solutions, but [BCH is] looking at other options .... " He did not 
specifically raise SAP's status as the "default solution" in preference to Peoplesoft. 

, BCH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 
October 31, 20071T Strategy docament, plus the unfiled May 2008 Update and a September 2008 business case, which 
also affirmed the likelihood of an SAP solution. 

She advised she was content with  answe~s and response to the undertaking, and it would only have been if 
he had been asked about SAP specifically that she believed he would haye had an obligation to inform the BCUC at the 
hearing that since the filing SAP had become preferred to Peoplesoft .. She further indicated that had she known all 
relevant facts at the time, she would still not have wanted the evidence changed or supplemented on this issue. 

1 



From a legal, evidentiary perspective, it is clear the BCUC was not informed that SAP had replaced Peoplesoft as the 
preferred sojution. That said, no final decisions had been made by the hearing and the relative advantages of both 
solutions were still under consideration. The issue is whether there was an obfigation to raise, unasked, the SAP 
probabtlity. 

The testimony specifically stated that there was a possibility of a non-Peqplesoft solution. The BCUC and intervenors 
were specifically advised thai BCH was 'looking at Peoplesoft as one of the solutions, but was also looking at other 
options'. No party inquired further on this aspect of other options. ln the circumstances, there was no positive duty on 
BCH to advise the hearing further. 

SAP was expected to be more costly than Peoplesbft. Failure to raise the more likely SAP solution at the hearing did not 
artificiC~IIy increase rates for ratepayers, rather the reverse, to ratepayers' probable advantage. Rates would in theory have 
been higher had the merits of an SAP solUtion been raised with and accepted by the BCUC. 

 advised of his rationale for not raising SAP at the hearing and for filing the October 31, 2007 document rather 
than the more recent May 2008 update document which had been to a Board committee. While his reasons may not have 
been. entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft'' because it dealt with matters 
that were "in progress" and yet to be determined), there was no suggestion of deOberate evasion or intent to mislead. His 
testimony and filings on this aspect complied withBCH's evidentiary responsibilities. 

While the evidence presented at the hearing was not the best or most complete evidence possible, it met BC Hydro's 
evidentiary obligations. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th.f1oor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel; 604-623-3611 
Fax: 604-623-3606 
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From: Reid, Charles <Charles.Reid@bchydro.com> 
Sent: Jul-06-2010 10:25:51 am 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: Fw: Monday mtg 

Should I be concerned about where this will land? 
c 

----- Original Message ----
From: Honda, Henry 
To: Reid, Charles 
Sent: Tue Jul 06 10:18:58 2010 
Subject: Re: Monday mtg 

Charles 

Yes, the meeting is for the IT/RRA review. We are still reviewing some documentation and will 
be drafting our summary memo this week. If possible, we will try and send the draft out on 
Monday morning before our meeting. 
Thanks 

Henry 

----- Original Message ----
From: Reid, Charles 
To: Honda, Henry 
Sent: Tue Jul 06 10:16:22 2010 
Subject: Monday mtg 

I see that you have scheduled an update mtg on Monday regarding your 'special review'. I'm 
guessing that is the RRA!IT issue? Regardless, will you have anything in writing in advance? 
Charles 



Avren, David 
Friday, July 09, 2010 2:04 PM 

To: 
Subject 

Honda, Henry; Lagnado, Albert; Prinja, Rick 
RE: privileged and confidential - re RRA 

Have amended as per your voice mail Henry. Hope that does it. 

D. 

J. DavidS. Avren 
Director ofLegal Services 
BCHydro 

Tel: 604-623-3611 
Fax: 604-623-3606 

16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Avren, David 
Sent: 2010, July 05 5:04 PM 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Subject: RE: privileged and confidential - re RRA 

At the hearing,  VP and CIO, was asked by Commission counsel about BCH's IT strategy and about its 
proposed choice of Peoplesoft Financial System for the enterprise financials upgrade. 

Some key facts are: 

•  advised the BCUC that principles for the IT strategy had been established by the executive, the 
board and the audit and risk management committee of the board, and undertook to file a document which 
showed those principles. 

• an October 31, 2007 IT Summary which had been presented to ET (and not the Board or ARMC) was filed in 
fulfilment of that undertaking. Another document, "IT and T Update on Strategy Development", was not filed 
though it indicated principles and probable strategy and had been to ARMC in May 2008. 

• though the BC Hydro RRA application indicated Peoplesoft was the preferred enterprise financials solution, SAP 
had become the "default solution" by May 2008 and the more likely solution by the October 2008 hearing. 

• the approximate additional cost of SAP had been estimated to be $XXX more than Peoplesoft when the RRA 
application was filed in October, 2007. 

•  advised the BCUC that BCH was "looking at PeopleSoft as one of the solutions, but [BCH is] 
looking at other options ... ." He did not specifically raise SAP's status as the "default solution" in preference to 
Peoplesoft. 

, BCH's Chief Regulatory Officer, reviewed the relevant transcript excerpts and filings, including the 
October 31, 2007 IT Strategy document, plus the unfiled May 2008 Update and a September 2008 business case, which 
also affirmed the likelihood of an SAP solution. 

e advised she was content with  answers and response to the undertaking, and it would only have been if 
had been asked about SAP specifically that she believed he would have had an obligation to inform the BCUC at the 

nc,~r•r•n that since the filing SAP had become preferred to Peoplesoft .. She further indicated that had she known all 
relevant facts at the time, she would still not have wanted the evidence changed or supplemented on this issue. 

1 



From a legal, evidentiary perspective, it is clear the BCUC was not informed that SAP had replaced Peoplesoft as the 
preferred solution. That said, no final decisions had been made by the hearing and the relative advantages of the potential 
solutions were still under consideration. The issue is whether there was an obligation to raise, unasked, the SAP 
probability. 

The testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The BCUC and intervenors 
were specifically advised that BCH was 'looking at Peoplesoft as one of the solutions, but was also looking at other 
options'. No party inquired further on this aspect of other options. In the circumstances, there was no positive duty on 
BCH to advise the hearing further. 

SAP was expected to be more costly than Peoplesoft. Failure to raise the more likely SAP solution at the hearing did not 
artificially increase rates for ratepayers, rather the reverse, to ratepayers' probable advantage. Rates would in theory have 
been higher had the merits of an SAP solution been raised with and accepted by the BCUC. 

 advised of his rationale for not raising SAP at the hearing and for filing the October 31, 2007 document rather 
than the more recent May 2008 update document which had been to a Board committee. While his reasons may not have 
been entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" because it dealt with matters 
that were "in progress" and yet to be determined), there was no suggestion of deliberate evasion or intent to mislead. His 
testimony and filings on this aspect complied with BCH's evidentiary responsibilities. 

While the evidence presented at the hearing was not the best or most complete evidence possible, it met BC Hydro's 
evidentiary obligations. 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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To: 
Subject: 
Attachments: 

Honda, Henry 
Friday, July 09, 2010 3:56 PM 
Lagnado, Albert 
Report July 8th.doc 
Report July 8th.doc 

1 



BChydro m 
FOR GENERATIONS 

Inter-office memo 
To: David Avren, Director Legal Services July 8, 2010 

From: Henry Honda, Director Audit Services REF: 11-1 

CC: 

Subject: Code of Conduct Review 

Background 

0 Audit Services has been requested by the Code of Conduct Advisor to review allegations 
that the VP and Chief Information Officer (CIO) misled the BC Utilities Commission (BCUC) 
on the scope and cost of the BC Hydro Information Technology and Telecommunications 
(IT&T) Strategic Plan in general, and on the Entreprise Financial Upgrade project 
specifically, through the following allegations: 

,. During the F2009/201 0 Revenue Requirement Application (RRA) process, the following 
items were not properly disclosed to the BCUC; 

::> Potential increase in the IT Capital spend and changes to the IT projects listed in the 
RRA eventhough an internal memo indicated a potential increase of $32-38 million 
and even though certain projects had been cancelled or changed at the time of the 
oral hearings (specifically the Peoplesoft Enterprise Financial Upgrade Project). 

::> Submission of the document that established the principles of the IT Strategic Plan 
was an earlier version (dated October 2007) and a more recent document (dated 
May 2008) was not submitted as it discussed the plans to increase IT Capital Spend 
and the use of SAP as the default solution. 

,. The F2011 RRA states that the SAP Enterprise Financial Upgrade project cost $14.1 
million when in fact the capital expenditures have been greater than $30 million. In 
addition, the SAP Program total forecasted costs exceed $50 million but have been 
broken down to discrete projects, none exceeding $20 million. 

Review Scope 

0 The scope includes the following for each key allegation: 

>- Confirm the validity of the information included in the allegations being made. 

>- Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the VP and Chief 
Information Officer complied with the legal requirements and internal policies/guidance. 

,. Based on the information obtained, determine if there is any evidence that suggests that 
BC Hydro and the VP and Chief Information Officer intended to mislead the BCUC. 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 
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0 As the allegation relates to a regulatory rate hearing process, Audit Services has engaged 
BC Hydro Legal Services to assist with this review to provide clarification on legal 
requirements at regulatory rate hearings and to provide a legal opinion on the allegations 
based on the information obtained. 

General Legal Requirements 

0 BC Hydro has an obligation to include information on all items that drive expenditures in a 
regulatory rate application. Applications are typically filed in February/March and are based 
on forecasts which could be as old as six months. At oral hearings, witness responsibility is 
to truthfully respond to all questions. 

> Evidentiary updates can be filed part way through the Information Request process for 
actual financial information and material changes to load forecasts which affects rates. If 
there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or fife an addendum. 
Typically, changes in operating and capital costs are not considered material. 

Review Results for Key Allegations 

Allegation 1: Potential increase in the IT Capital spend and changes to the IT projects listed in 
the RRA were not disclosed to the BCUC eventhough an internal memo indicated a potential 
increase of $32-38 million and even though certain projects had been cancelled or changed at 
the time of the oral hearings. (specifically the Peopfesoft Enterprise Financial Upgrade Project). 

Findings: 

D A May 2008 IT&T Update The BCUC was not informed that SAP had become the preferred 
solution for the Entreprise Financial Upgrade at the time of the October 2008 hearing. 
However, no final decisions had been made at the time of the hearing and efforts were still 
underway to investigate the SAP solution. 

> Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timefine for the 
Design and Implementation phases. The roadmap was delivered in early 2009. 

> SAP was the preferred option as it represented an opportunity to align with BC Hydro's 
IT&T Strategy of leveraging a common SAP ERP (enterprise resource planning) platform 
across BC Hydro as long as it met BC Hydro's functional requirements. 

0 The testimony by the CIO at the October 2008 hearing specifically stated that there was a 
possibility of a non-Peoplesoft solution for the Enterprise Financial Upgrade project. The 
BCUC and intervenors were specifically advised that BCH was 'looking at Peopfesoft as one 
of the solutions, but was also looking at other options'. No party inquired further on this 
aspect of other options. 

Legal Requirements/Internal Guidance: 

0 Chief Regulatory Officer indicated that witnesses were advised to truthfully respond to all 
questions asked by the Commission. 

Resolution: 

Privileged and Confidential 
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0 According to BC Hydro Legal Services (Legal Services), in these circumstances, there was 
no positive duty on BCH to advise the hearing further. 

Allegation 2: Submission of the document that established the principles of the IT Strategic 
Plan was an earlier version and a more recent document was not submitted as it discussed the 
plans to increase IT Capital Spend and the use of SAP as the default solution. 

Findings: 

o The October 2007 IT Strategy document submitted by the CIO contained the key IT 
principles for the IT Strategic Plan which was finalized in November 2009. 

0 The May 2008 IT&T Update on Strategy Development contained a brief summary of the key 
principles for the IT Strategic Plan, highlighted the potential for increased capital spend in 
F09/F1 0 of $32 - 38 million and noted that SAP will be used as a default solution for each 
major initiative. The CIO did not file the May 2008 document with the BCUC as he believed 
this document was operational and was "draft" because it dealt with matters that were in 
progress and yet to be determined. 

:> The May 2008 Update document was presented to the ARMC and approved by ET. 

Legal Requirements/Internal Guidance: 

0 BCUC had requested, during the October 2008 rate hearing, the principles or strategies that 
governed the IT Strategic Plan (Plan) as the IT Strategic Plan had not been finalized. 

Resolution: 

0 Submission by the CIO met the BCUC request. 

Allegation 3: The F2011 RRA states that the SAP Enterprise Financial Upgrade project cost 
$14.1 million when in fact the capital expenditures have been greater than $30 million. In 
addition, the SAP Program total forecasted costs exceed $50 million but have been broken 
down to discrete projects, none exceeding $20 million. 

Findings: 

0 Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project have been broken out 
seperately in the F2011 RRA as they are expected to benefit future SAP projects such as 
Work Order Management and Portfolio and Project Management projects. 

o Other projects such the Work Order Management (Transmission and Distribution)and 
Portfolio and Project Management projects (Generation) were broken out separately as they 
represented discrete projects in different areas of the business. In both projects, SAP 
represents only 50-60% of the technology solution. 

o SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects such the Human 
Resources Information System Replacement Initiative, Project and Portfolio Management 
and Work Order Management. Therefore, the description of these costs as solely being SAP 
Financial license costs in the F2011 RRA was not accurate. 

Legal Requirements/Internal Guidance: 

Privileged and Confidential 
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0 There is limited guidance on the presentation and approval of individual projects that are 
part of a larger initiative. In this case, the individual projects are part of the larger IT&T SAP 
Program. 

0 There is limited guidance internally on the treatment of costs incurred during a capitai 
project that will benefit potential future projects (ie. are they considered a cost of the initial 
capital project or should they be setup and tracked separately). May need to clarify here with 
accounting to be 1 00% sure. 

Resolution: 

o In the absence of firm guidance, there are no violations noted. 

Additional Information 

0 The Chief Regulatory Officer also reviewed the relevant information related to the allegation 
and advised that: 

> She was content with the CIO's answers at the oral hearing and his response to the 
undertaking; 

> She believed that the CIO only had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project if he had 
been asked about SAP specifically; 

> She further indicated that had she known all relevant facts at the time, she would still not 
have wanted the evidence changed or supplemented on this issue. 

0 Legal Services concluded that while the evidence presented at the hearing was not the best 
or most complete evidence possible, it met BC Hydro's evidentiary obligations. 
Futheremore, there was no suggestion of deliberate evasion or intent to mislead the BCUC. 

Privileged and Confidential 
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Honda, Henry 

Subject 
Attachments: 

Saturday, July 10, 2010 1:47 PM 
Prinja, Rick; Lagnado, Albert 
Special review memo 
Report July 9th Vl.doc 

Rick I Albert 

Hope things are well. Sorry to e-mail you on the weekend. 

I have attached the latest memo for the special review. Can you both have a review. It would be great if I could get any 
comments you may have by tomorrow night or first thing Monday morning. I would like to send to David Avren first thing in 
the morning on Monday. 

Rick, 

I haven't really made any changes to Allegation 4. Can you please update it as necessary based on the info we have now 
and  recent e-mail. 

I have also inserted some additional wording around the internal guidance that we may have to run by  to ensure it 
is accurate. 

Please let me know if I have misunderstood anything. 

Thanks again 

From: Henry Honda <henrvhonda@shaw.ca> 
To: Honda, Henry 
Sent: Sat Jul 10 13:34:49 2010 
Subject: 

1 



RChydro m 
FOR GENERATIONS 

Inter-office memo 
To: David Avren, Director Legal Services July 8, 2010 

From: Henry Honda, Director Audit Services REF: 11-1 

CC: 

Subject: Code of Conduct Review 

:;; 

Background I Allegations ,( '; /';; -. " ··. · .. 

o The Code of Conduct Advisor has reque~t~q,Audit Services to review ~Tieg'ati()ns that the 
VP and Chief Information Officer (CIO) misle~.the BCJ,.}filjties Commission (BCUC) on the 
scope and cost of the BC Hydro Information te~hQQ1(jgy and Telecommunications (IT&T) 
Strategic Plan in general, and on the Entreprise::.Fipi:incial Upgrade project specifically, 
through the following allegations: ,,, , ·· · , , . 

During the F2009/201 0 Revenu~"ke.qiJir~ment Ap~llbation (RRA) process, it is alleged 
that · ·.·.: ·······:_ ;·:.: · ···.. · ··•· · '' 

' _,.·. ~·~-,_·, · ;~·t: .. ' . · .;~~\ · · M:r~~ -~- -·· 
;;.. A potenti~l·l[l(;rease,.·9t$32-$38 m_illionjj}:th~ Eif11lll91fT&T Capital plan, as noted in 

an IT&T~;:Update ort::Strategy Qexefopmenf ,pfovided to the Audit and Risk 
Manageme11fGpmmitteein May 20oa;·was not properly disclosed during the October 
2008 BCUCRRA oral ne~ring process (RRA oral hearings) . . , ,_ "' , .-__ . . . - ·~-

> Subsequent ch~hge·~ i6· IT:'pro]e<::ts _list~ctln the RRA application were not properly 
disclosed during the~R~ oral ·he~rings eventhough certain projects on the list had 
be~q ~ancelled or changect at the time: Specifically, SAP replacing Peoplesoft as the 

__ ,· Eriferpris~ Fi11ancial Upgrad~.solution. 

,c;S-t;'The CIO ~~b~itted incorr~c~·;hiformation when requested by the BCUC to submit a 
· .:'<f~j:,document whicil'Ei,s,tablishes principles for the IT&T Strategic Plan. Alleges that an 

\ ~.ar,l[er documentW,as submitted to avoid exposing the potential increase in the 
a'nny§l! IT&T Capit~l,spend and the use of SAP as the default solution. 

> Alleges''th~f.:Jhe SAR·:Enterprise Financial Upgrade project cost of $14.1 million, as 
reported in'·-tti~-f?Of1 RRA, is not correct and should be greater than $30 million. In 
addition, allegef;that the SAP Program, with forecasted costs exceeding $50 million, 
have been brq!(en down to discrete projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that while the evidence presented at the hearing was not the best or most complete 
evidence possible, it met BC Hydro's evidentiary obligations. The review did not find any 
evidence that the CIO was intentionally trying to mislead the BCUC. 

0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concludes she would not have wanted the original evidence changed or supplemented. 

Privileged and Confidential 
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Review Scope 

o The scope includes the following for each key allegation: 

,. Confirm the validity of the information included in the allegations being made. 

>- Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

>- Based on the information obtained, determine if there is any evidence that suggests that 
BC Hydro and the CIO intended to mislead the BCUC. 

0 As the allegation relates to a regulatory rate hearing process, Audit Services engaged BC 
Hydro Legal Services (Legal Services) to assist with this review to provide clarification on 
legal requirements at regulatory rate hearings and to; prqvide a legal assessment on whether 
these requirements were met. The conclusions bek)W incorporate their legal assessment. 

General Legal Requirements /Internal RRA Qrat:. ~~ring Guidance 
T -'~~J~\ .. ~·<~&1~}.::., 

0 BC Hydro has an obligation to include information"oB:i'~ifWems~that drive expenditures in a 
regulatory rate application. Applications are typically fii~.H!l February/March and are based 
on forecasts which could be as old as six months. -~~,:.\~;,. . 

> Evidentiary updates can be filed part way through the-fi{filJ!!aflon Request process for 
actual financial information and material changes to load foJecasts which affects rates. 

>- If there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or ' h Information Request responses or file an addendum. 

0 Generally, BC Hydro that if questioned on potential projects 
or initiatives where the scc:Jm~,· .. :a1na related costs have not yet been adequately defined or 
estimated or if the project h received proper approval, it would be best not to 
prematurely discuss these However, witnesses are responsibile to truthfully 
respond to all questions. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not properly disclosed during the October 2008 BCUC RRA oral 
hearing process. 

Findings: 

o An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

Privileged and Confidential 
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~ This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009 and business cases were not finalized for all IT projects contemplated for this 
increase. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes for an IT&T Update. It was not meant to be 
a definitive cost estimate and was not approved at the time. 

0 As stated in the IT&T Update, the potential increase would need to be refined based on 
business priorities and the subsequent development of the plans for key IT projects 
selected. Therefore, based on the guidance, it .,app~ars reasonable that the potential 
increase in IT&T Capital Spend mentioned in th~·fiJT&Tllpdate would not be disclosed as 
part of the RRA oral hearing process in Octobep~~608. 

,• ;-~' :: ::' 
i-~-:j ., ":;';~~-, 

o Allegation 2: Subsequent changes to IT projeCt§;'i,isjed,.)n;th@ RRA application were not 
properly disclosed during the October 2008 BCUC' ~'f~~Joral hearing process eventhough 
certain projects on the list had been cancelled or chab9E3P at the time. Specifically, SAP 
replacing Peoplesoft as the Enterprise Financial Upgrad€i~gJ~tion. 

Findings: 

0 The IT&T Update presented to the ARMC on May 22, 2008 that the Executive Team, 
on May 12, 2008, agreep to. use SAP as a default solution. 

-::::':···- ... ~:· ~· . 

o Accenture had be(3n;:contraet~d in August 2008 to define a clear roadmap for an SAP 
Financial systellJ Jbc;.!uding re,%ource requirements, budget and an overall timeline for the 
Design and lmpleme!llation pn~~es. 

"''-.-~;: g.;.·. . .:· .:· ·!~ 

o SAP Financial Softwar~':{iC:ersJj§w~·re pyr.cpa$ed in September 2008 for $1.2 million. 

o At the RRA oral hearingi,\~·~ Cl; ~~~{~a~tihat there was a possibility of a non-Peoplesoft 
solution for the Enterprise Finajl'C:ial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one'·ofthe solutions; but was also looking at other options'. 
The CIO did not specifically raiser SAP's status as the "default solution" in preference to 
Peoplesoft. ' 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

o Although the SAP Financial business case was approved in June 2009 (after the RRA oral 
hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
likely solution by the October 2008. From a legal, evidentiary perspective, it is clear the 
BCUC was not informed that SAP had replaced Peoplesoft as the preferred solution. That 
said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration. 

0 The issue is whether there was an obligation to raise, unasked, the SAP probability. The 
testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The 
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BCUC and intervenors were specifically advised that BC Hydro was looking at Peoplesoft as 
one of the solutions, but was also looking at other options. No party inquired further on this 
aspect of other options. In the circumstances, there was no positive duty on BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
the document which established principles for the IT&T Strategic Plan. Alleges that an earlier 
document was submitted to avoid exposing the potential increase in the annual IT&T Capital 
spend and the use of SAP as the default solution. ,·· , 

.·c''cc'''- '·''\·, 
Findings: _ '· 

0 During the RRA oral hearings, the CIO stated that Hydrg n~d(~tistablished some principles 
and directions for the IT&T Strategy with the BC Hydfc{'Execi..lth.1-e,,.Team and the Board 
through the Audit and Risk Management Committee (ARfV!C). 1""1ie .. B9UC requested the 
document which established these principles. · · <'' '· . 

.. ·-

o The CIO subsequently submitted the October 2007 IT Strategy documenf.''rrni?tiocument 
does contain the key IT principles for the IT Strategic Plan, which was event~a'lly finalized in 
November 2009. However, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony. 

"" 

· o The May 2008 IT&T Update also contaih?. a Pri~f§3h1m~.ry.:·of the key principles for the IT 
Strategic Plan but was not submitted in re_sponse to tfi~ BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32- $38 million 
per year and does state that SAP will be Ll~ed as a default solution. This document was 
presented to the Executive Team and the ARMC,:< · 

,. -: "" 

0 The CIO §!~ted,tiJat he did not file the May 2008 IT&T Update as he believed this document 
was oJ?.E?'tational[a'Q.g ,was "draft" because it dealt with matters that were in progress and yet 
to be:;determined:'' .,>, 

::·;:-,::;··:..,. 
'·"-'",.-:;.,,.·. 

Concfilsi&:~~'"• , {,~·-. 
0 While lfi~~;;,, asons for n'~t:;Tiling the May 2008 IT&T Update document may not have been 

entirely s ,_jt to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it CieffilLyvith matters that were "in progress" and yet to be determined), there was 
no suggestion';ofl~deJiberate evasion or intent to mislead. 

·:c.., 

CJ As the document ,_._ itted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect complied with 
BCH's evidentiary responsibilities. 

Allegation 4: Alleges that the SAP Enterprise Financial Upgrade project cost of $14.1 million, as 
reported in the F2011 RRA, is not correct and should be greater than $30 million. In addition, 
alleges that the SAP Program, with forecasted costs exceeding $50 million, have been broken 
down to discrete projects, none exceeding $20 million. 

Findings: 

Privileged and Confidential 
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0 Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project have been broken out 
seperately in the F2011 RRA as they are expected to benefit future SAP projects such as 
Work Order Management and Portfolio and Project Management projects. 

0 Other projects such as the Work Order Management (Transmission and Distribution) and 
Portfolio and Project Management projects (Generation) were broken out separately as they 
represented discrete projects in different areas of the business. In both projects, SAP 
represents only 50-60% of the technology solution. 

o SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects such the Human 
Resources Information System Replacement Initiative, Project and Portfolio Management 
and Work Order Management. Therefore, the descriptipn of these costs as solely being SAP 
Financial license costs in the F2011 RRA was not accl[9te . 

.... ~ 
.;:;/:~· 

Conclusion j~'> 

0 There is limited guidance on how individual p'r()i~c;t~Jhat ai~·part of a larger initiative should 
be reported and approved. In this case, the individ,oaJ p(bjects are part of the larger IT&T 
SAP Program. ·c:,~ '.' 

'·: .. ·;-;::': 

0 There is also limited guidance internally on the treatment of costs incurred during a capital 
project that will benefit potential future projects (ie. are they considered a cost of the initial 
capital project or should they be setup and tracked separately). May need to clarify here with 
accounting to be 100% sure. 

o In the absence of firm guid13nce, there are no violations noted . 
. ,., . ,·::·z ··-,·'··-~--'"':+. 
. • ,~- ;.,: ;0• . 

. /~.:;;.Y'. 
Additional Information :~~~\, 

o We also requested sc8yc;lrq:s.QMi~fJ3.eg_ulat()JY Officer to review all the relevant information 
related to the allegation. Sas~d on 11er"fevlew, she concluded that: 

':: . ..:·.:~ -" ... ~~'-:;:·' 

> She was content with th~":CIQ's answers at the RRA oral hearing and his response to 
-~·~r.:< 

the undertaking; · ;- ::'':-, 

> She believed that the CIO w9uld have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

> She further indicated that after reviewing all the relevant facts at the time of the RRA oral 
hearing, she would not change or supplement the evidence on this issue. 

Privileged and Confidential 
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From: Avren, David <David.Avren@bchydro.com> 
Sent: Jul-12-2010 07:49:44 pm 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com>; Reid, Charles 
<Charles.Reid@bchydro.com>; Nagle, Debbie <Debbie.Nagle@bchydro.com> 
Cc: 
Bee: 
Subject: Privileged and confidential- audit report 

Thanks for your input today. Very helpful and will make for a better report. 

Nearly there on it all. 

D. 

J. David S. Avren Tel: 604-623-3611 
Director of Legal Services Fax: 604-623-3606 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 



Cc: 
Subject 
Attachments: 

David, 

Honda, Henry <Henry.Honda@bchydro.com> 
Monday, July 12, 2010 9:48 AM 
Avren, David 
Lagnado, Albert; Prinja, Rick 
Draft Memo for review -privileged and confidential 
Special Review Draft Memo V1 (Ref 1101).doc 

Hope things are well. I have attached our draft memo. Please note that we are still working on some parts of the memo 
(primarily allegation #4) but I wanted to give you an opportunity to review now so you can provide feedback and 
comments this morning. We have tried to use your wording where possible but please ensure we have not taken them 
out of context. I plan to give  an opportunity to review (after you) as we have included her conclusions as well. 

I would like to send to Ray, Charles and Debbie before lunch if possible to give them some time to review before our 3 pm 
meeting. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir Sl 
Vancouver, BC, V6B 5R3 
Phone: 604-623-41 08 
<:-mail: henrv.honda@bchydro.com 
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BChydro m 
FOR GENERATIONS 

Inter-office memo 
To: David Avren, Director Legal Services July 8, 2010 

From: Henry Honda, Director Audit Services REF: 11-1 

CC: (after legal review, memo will be provided to Coqej)f 
Conduct Advisor, Chair of Audit & Risk Manag¢!Jlenf:: ·'· 
Committee and CFO) ''c.:·:: <:/' 

Subject: . <>.~"-~"" Code of Conduct Review ·· ~>: 

', ;:~·--

~."·-=·· . "" 
Background I Allegations '· \ ·.c~' ,-, 

D The Code of Conduct Advisor has requested ,AGdikS~~~c~s to review alleg~~ions that the 
VP and Chief Information Officer (CIO) misled the BG,Utilities Commission (BCUC) on the 
scope and cost of the BC Hydro IJ'lformation TechnoJpgy and Telecommunications (IT&T) 
Strategic Plan in general, and on th~,'f~ntreprise Fin'ahqial Upgrade project specifically, 
through the following allegations: ·.\-~.:~,:·;!=·;-~,·, . __ ,, .. , :'<-~· 
> During the F2QQ9J~0-1'0~,Revenue R~ui;;·;,z~:ikAppljcaticih. (RRA) process, it is alleged 

that" - ·;\(' · _,_,,< · ·. /::"~- · --.- i-:7:::-~;;,, 
' . ,.,_ ;:;t:·" ",;·.-._~;, ,_. . :· -,~,._;:·· .. ,.· 

> A potential·ihcrease of:;$~2-$38 millfqn in the all'nual IT&T Capital plan, as noted in 
an IT&T Updcitl3 on.;"~§k~t~gy Dev~lopment provided to the Audit and Risk 
Management Com111i~ee in M,ay4008, ''{\'~s:not properly disclosed during the October 
2008 BCUC RRA or~l h~aring prqc~s~:;, (F.RA oral hearings). 

• . .;· -._. -!:. -· ~- ;·,..,. 

> Suqs~cfu~_nt changes ta:·II project~11~tkd in the RRA application were not properly 
.(disciosea, ci4ting the RRA:o:ral hearings eventhough certain projects on the list had 

•- been cancellei:fgr changed~fJhe time. Specifically, SAP replacing Peoplesoft as the 
··. i·.';; .Enterprise Financial Upgrade 'sb-lution . 

. :;·;:·_:';·.-, "···'./>. 

> · lJ:leCIO submitted incorrect information when requested by the BCUC to submit a 
d()Q'L.iment which establishes principles for the IT&T Strategic Plan. Alleges that an 
eariie(;~qgcumentwas submitted to avoid exposing the potential increase in the 
annuarl:t~l C~pl.tal spend and the use of SAP as the default solution. 

> Alleges that ttl~>~SAP Enterprise Financial Upgrade project cost of $14.1 million, as 
reported in thE?~:F2011 RRA, is not correct and should be greater than $30 million. In 
addition, alleges that the SAP Program, with forecasted costs exceeding $50 million, 
have been broken down to discrete projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that while the evidence presented at the hearing was not the best or most complete 
evidence possible, it met BC Hydro's evidentiary obligations. The review did not find any 
evidence that the CIO was intentionally trying to mislead the BCUC. 
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0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concludes she would not have wanted the original evidence changed or supplemented. 

Review Scope 

o The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations being made. 

> Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

> Based on the information obtained, determine if there is any evidence that suggests that 
BC Hydro and the CIO intended to mislead the BC,UC . 

. ; .;: '. ~, 

0 As the allegation relates to a regulatory rate hegriH~, pfocess, Audit Services engaged BC 
Hydro Legal Services (Legal Services) to assjs(\f;fith thisJeview to provide clarification on 
legal requirements at regulatory rate hearing?aD',d,JQ provid~,a legal assessment on whether 
these requirements were met. The conclusions belg\y,.)ncqn?orate their legal assessment. 

w?;,~;~:}m~~~~~~:-:r· ~·,. 

General Legal Requirements /Internal RRA Oral Hearih'~fGuidance ·.-.. ;:·:::;:;'· :~j,, 

0 BC Hydro has an obligation to include information on all'''it~fu'§:thCit drive expenditures in a 
regulatory rate application. Applications are typically filed in F~b,ru-ary/March and are based 
on forecasts which could be as old as six months. .:/' 

Evidentiary update~ 9C:lftbe filed part way through the Information Request process for 
actual financial infoFmat19iJ::·and material changes to load forecasts which affects rates. 

<'~;/ ·,,,,::;;(:;::.;. 

If there are ,e.rrors or suq#pntial changes to forecasts, BC Hydro can introduce the 
correction or chaqg~.througH Information Request responses or file an addendum. 

Typically, materi;lif~::ji~·,c~h:g"f~-~te}gwlJe,n·::deciding whether previously filed information 
should be updated for·s~l}$equenf'ti11fhges in forecasted operating and capital costs. 

··:.' ··~ :~~;;~·:.. 

0 Generally, BC Hydro RegulatOry'·.~gx!s'Bs witnesses that if questioned on potential projects 
or initiatives where the scope ana.:·related costs have not yet been adequately defined or 
estimated or if the project has not yet received proper approval, it would be best not to 
prematurely discuss these projects. However, witnesses are responsibile to truthfully 
respond to all questions. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not properly disclosed during the October 2008 BCUC RRA oral 
hearing process. 

Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
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incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

)> This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

o At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and would be dependant on whether the 
IT&T Strategy was approved and developed further. It was not meant to be a definitive cost 
estimate and was not approved at the time. As stated in the IT&T Update, the potential 
increase would need to be refined based on business priorities and the subsequent 
development of the plans for key IT projects select~~f;':;;-> 

0 Therefore, it appears reasonable that the pote,n,ti~l.increas~Jo the IT&T Capital Spend noted 
in the May 2008 IT&T Update would not 6e 'di§i91()sed c,tS';;part of the RRA oral hearing 
process in October 2008 as these estimated''•co~t!?:iwere· dependant on the future 
development of IT project plans and were not yet appro'veg . 

. ,, :> :;~~; ~,-

o Allegation 2: Subsequent changes to IT projects listed innlle RRA application were not 
properly disclosed during the October 2008 BCUC RRA ora[ h~aring process eventhough 
certain projects on the list had been cancelled or changed afthe time. Specifically, SAP 
replacing Peoplesoft as the Enterprise Financial Upgrade solution. 

··. _,'".-'·:_ 
Findings: ..... ;: . . 

0 The IT&T Update:pr~sented f();t.he ARMC on May 22, 2008 states that the Executive Team, 
on May 12, 2008, agr~~d to use;·sAP as a default solution. 

o Accenture had been d6[ltract~d.;ln August 2008 to define a clear roadmap for an SAP 
Financial system including resource· requiJements, budget and an overall timeline for the 
Design and Implementation phi:ises. 

···:'1. . . 

0 SAP Financial Software licenses-\1\f~Ie purchased in September 2008 for $1.2 million. 

0 At the RRA oral hearings, the CJO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the "default solution" in preference to 
Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

0 Although the SAP Financial business case was approved in June 2009 (after the RRA oral 
hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
likely solution by the October 2008. From a legal, evidentiary perspective, it is clear the 
BCUC was not informed that SAP had replaced· Peoplesoft as the preferred solution. That 
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said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration. 

o The issue is whether there was an obligation to raise, unasked, the SAP probability. The 
testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The 
BCUC and intervenors were specifically advised that BC Hydro was looking at Peoplesoft as 
one of the solutions, but was also looking at other options. No party inquired further on this 
aspect of other options. In the circumstances, there was no positive duty on BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when reque:sted by the BCUC to submit 
the document which established principles for the IT&T Strategic Plan. Alleges that an earlier 
document was submitted to avoid exposing the potential in;drease itl.Jb~ annual IT&T Capital 
spend and the use of SAP as the default solution. < ,.:\~::' 

·-,;:;· ~' _· 

Findings: . - . 

o During the RRA oral hearings, the CIO stated that Hydro had establishe~f's§Jlle'principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team ~.'nd the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC' requested the 
document which established these J:?rinciples. 

o The CIO subsequently submitted thJ;!8etoqer 2007 IT Strategy document. This document 
does contain the key IT principles for tll~Itf'§fr~t§gic Plan, which was eventually finalized in 
November 2009. However, this docu.rpent Was;;'ngLpresented to or discussed with the 
ARMC as stated in the CIO's testimony. ·,~ ;;:~ · ,,:t.u;:· , 

:-, :"!0~'·. . '!";,;:::.-· ~ 

}> The CIO confirms that stating that the ARMC had reJiewed the October 2007 IT Strategy 
document was an error. · 

D The May 2008 IT&T Update also contains a l:>rl~f summary of the key principles for the IT 
Strategic f?;l<ifl:l:>ut was not submitted in response to the BCUC request. As noted above, 
this docum'entl:fo~'s:;if'lclude the potential increase in IT&T Capital spend of $32- $38 million 
peryear and does'~§t~te that SAP will be used as a default solution. This document was 
p[g_§¢nted to the ExecgtiveTeam.and the ARMC. 
,,-• ,.··--;-• • ;-• ;;~;:--:~ ,";: •"o • ':':: 

·;··:.,:~i~:~ :_, ··:7~;~>;j\ 

o The Cl(f~t?ted that he di~·:not file the May 2008 IT&T Update as he believed this document 
was operatJg[lal and was'li1.draft" because it dealt with matters that were in progress and yet 
to be determin~<t ~'~i 

':;::'·.:.0.::_,;,__ ,;.;::. . 

·::::;:: ;;;f±~;L~;,.,:_ .· <~i;:;J. Conclusion: 

D While the reasons,]Jor not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt with matters that were "in progress" and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislead. 

o As the document submitted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect complied with 
BCH's evidentiary responsibilities. 
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,~~-. Allegation 4: Alleges that the SAP Enterprise Financial Upgrade project cost of $14.1 million, as 
reported in the F2011 RRA, is not correct and should be greater than $30 million. In addition, 
alleges that the SAP Program, with forecasted costs exceeding $50 million, have been broken 
down to discrete projects, none exceeding $20 million. 

Findings: 

0 Currently, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependant on the other 
components of the initiative, the project should be reported and approved on its own. 

o Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrad~ project have been broken out 
seperately in the F2011 RRA and included in sepC)fate bu-siness cases as they are expected 
to benefit future SAP projects such as Work O[ger Management and Portfolio and Project 
Management projects (future SAP projects) .. /~~<:~'~,.. Y> 

··.·:~}?.,r·· -:::2~'; ·:';: ;::.: 

o The future potential SAP projects were broken out's~parately as they represented discrete 
projects in different areas of the business (Distribution:·E\IJg Generation). In both projects, 
SAP represents only 50-60% of the technology solution. ·. g',i• . 

0 SAP Financials licenses costs were also broken out separatei/Jn the F2011 RRA but these 
costs represented partial or full licensing for other potel'ltial projects. Therefore, the 
description of these C()l51~c_<;;~s solely being SAP Financial license costs in the F2011 RRA 
was not accurate. ··•···' .; c~;/0;· ·~ 

.·· ::i: .. :. "'"<· :~\(~~~~ "; 

:: .:~~-;~:::: ;·,' ",~: >:',:'i 
~>· ··:·?:.·,, ·: '· ; <:~ ' Conclusion 

o Based on BC Hydro'~··pfa<:;tic,~'f~~_PI§lceat the time of the RRA application, the SAP projects 
and costs have been repdct~iJconsist~iitlywith this practice. 

·~:;: ;;:;·:-·~·:.. ... ·. '· "<~ '·,.· 

·~~"' -· 
Additional Information 

·''"·' ,, '"0.:~. 
•• •;,-''"? 

~--·'"" 

o We also requested BC Hydro's CJll~f Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

>- She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking; 

>- She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

;:. She further indicated that after reviewing all the relevant facts at the time of the RRA oral 
hearing, she would not change or supplement the evidence on this issue. 

Recommendations 

0 BC Hydro management should develop additional guidance to assist witnesses determine 
whether changes or proposed changes to their operating and capital budgets included in the 
RRA application should be adjusted and disclosed. 
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To: 
Subject: 
Attachments: 

thanks. Good work. 

Avren, David 
Monday, July 12, 2010 11:11 AM 
Honda, Henry; Lagnado, Albert; Prinja, Rick 
FW: Draft Memo for review -privileged and confidential 
Special Review Draft Memo V1 (Ref 1101).doc 

Have blacklined a few suggested edits. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Honda, Henry 
Sent: 2010, July 12 9:48AM 

Avren, David 
Lagnado, Albert; Prinja, Rick 

Tel: 604-623-3611 
Fax: 604-623-3606 

~uiDJe~ct: Draft Memo for review -privileged and confidential 

David, 

Hope things are well. I have attached our draft memo. Please note that we are still working on some parts of the memo 
(primarily allegation #4) but I wanted to give you an opportunity to review now so you can provide feedback and 
comments this morning. We have tried to use your wording where possible but please ensure we have not taken them 
out of context. I plan to give  an opportunity to review (after you) as we have included her conclusions as well. 

I would like to send to Ray, Charles and Debbie before lunch if possible to give them some time to review before our 3 pm 
meeting. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone: 604-623-41 DB 
E-mail: henrv.honda@bchydro.com 
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BGhydro m 
FOR GENERATIONS 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
To: David Avren, Director Legal Services July 8, 2010 

From: Henry Honda, Director Audit Services 

CC: (after legal review, memo will be p~dyided to 
Conduct Advisor, Chair of Audit SiRisk <>n<•m•~nt 
Committee and CFO) ~~~:;::· :t;; :. 
Code of Conduct Review ,,, ,, Subject: 

Background I Allegations 

D The Code of Conduct Advisor has r~guested Audit Se[vi9eS to review allegations that tAe 
VP and Chief Information Officer (Clb)':f;lisled the BC 'l.!tilities Commission (BCUC) was 
misled at the 2009/10 RRA hearing on""thesGQpe and cost of the BC Hydro Information 
Technology and Telecorrimunications:(IT&Tj'[$11'?tegic P!i:lil' in general, and on the 
EntrepriseEntergnse Flnana?i Upgrade 'pr,ojec(speaff!;alfynn the following ways: ~ 
the full owing all99.~~~-ns: ·,:{'>~ ,~ ··.:~.<~::,. ~>:,: · 
~During the F2009.'2o1p RevehQgBequirem~f1t Application (RRA) process, it is alleged that; 

· .. ;.,.: ·. .~.:;. ·. '" .. ··i'··· ., 

:> A potential incr~a~e''Qf$32~$38 millionJn,the annual IT&T Capital plan, as noted in 
an IT&T Update, on:,Strategy{[)~yelopment provided to the Audit and Risk 
Maryager:rJE~nt Committe~ _in May :Zoos; was not properly disclosed by BC Hydro's 

d -Chief Information Officer,fCIO) during the October 2008 BCUC RRA oral hearing 
., i'' 'process (RR/,\f>ral hearingsj)"and should have been . 

.c <";>Subsequent ~h~ri-ges to IT p~bj~cts listed in the RRA application were not properly 
'disclosed during the RRA oral hearings even _though certain projects on the list had 
be~r:r,,cancelled or changed at the time. Specifically, SAP had by then replaced 
replfu:;ing Peoplesoft as the Enterprise Financial Upgrade solution. 

:> The cld,'§'ubmitf~d incorrect information when requested by the BCUC to submit a 
documenf\vlllch establishes principles for the IT&T Strategic Plan, viz. .. Alleges 
tJ::Iat..an OctOber 2007 eaffier-document was submitted to avoid exposing the potential 
increase in the annual IT&T Capital spend and the use of SAP as the default 
solution. 

" Alleges that Ithe SAP Enterprise Financial Upgrade project cost of $14.1 million, as 
reported in the F2011 RRA, is not correct and should be greater than $30 million. In 
addition, alleges that the SAP Program, with forecasted costs exceeding $50 million, has 
flave-been broken down to discrete projects, none exceeding $20 million. 

Summary Conclusion 

Privileged and Confidential 
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0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that while the evidence presented at the hearing was not the best or most complete 
evidence possible, it met BC Hydro's evidentiary obligations. The review did not sustain the 
allegation lind any evidence that the CIO had intentionally •.vas intentionally trying to mislead 
the BCUC. 

0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concludegs that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and original evidence corrected changed or supplemented. 

Review Scope 

0 The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations being made. 

> Clarify the legal requirements or internal polici~~/g1,1idance for the applicable item for 
disclosure to the BCUC. ,

0
.}r- ., 

.~,;, 

Based on the information obtained, determc·· 
with the legal requirements and internal polr 

hethet::.BC Hydro and the CIO complied 
g,uidan~e~ 

;.-o:' -,_., 

> Based on the information obtained, determine ifothbr,e·it an/' evidence that suggests that 
BC Hydro's evidence, and in particular the ancf~the CIO's testimony and filings, 
intended to _mislead the BCUC as alleged. ·· ··· _ .. 

0 As the allegation relates to a regulatory rate hearing p;~2~~~rA'udit Services requested 
engaged BC Hydro Legal Services (Legal Services) oversee fo'assist with this review, and 
te-provide clarification on the legal/evidentiary requirements at regulatory rate hearings a§ 

well as nd to provide Cl_.fegatassessment of Gfi-Whether these requirements were met. The 
conclusions below incoipori:!tethat #!eif-legal assessment. 

...... ''·.::' . 

General Legal Requif~~(!nts /lriternal RRA Oral Hearing Guidance 
··:::~£'~{. .;:q;;. 

o BC Hydro has an oblig~t{8n·to'iridode>iJ1forr:rfcttion on all items that drive expenditures in a 
regulatory rate application)~f;pplications''Elr~'typically filed in February/March and are based 
on forecasts which could be-as\61d as six months . 

> 

.. "'·'' 

Evidentiary updates can be''~)~d'p~rt way through the Information Request process for 
actual financial information aqd material changes to load forecasts which affects rates. 

If there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or file an addendum. 

Typically, materiality is a factor in considered when deciding whether previously filed 
information should be updated for subsequent changes in forei::asted operating and 
capital costs. 

0 Generally, BC Hydro Regulatory advises witnesses that it is best not to prematurely discuss 
potential projects or initiatives if their scope and related costs have not yet been adequately 
defined or estimated, of if the project has not yet received proper approval. if questioned-GR 
potential projects or initiatives where the scope and related costs have net yet been 
adequately defined or estimated or if the project has not yet received proper approval, it 
would be best not to prematurely discuss these projects. However, witnesses are at all 
times responsibile to truthfully respond truthfully to all questions. Witnesses receive witness 
training prior to the RRA hearings. 
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Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not properly disclosed during the October 2008 BCUC RRA oral 
hearing process. 

Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

> This IT&T Update was not meant to be the finall'f§.T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strc:~tegic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32.,$38 million annual increase was a 
management estimate for information purposes and woulCt~e depend~nt on whether the 
IT&T Strategy was approved and developed further. It was no(!Jlf?8nt to be a definitive cost 
estimate and was not approved at the time. As stated in tfie:IT&T Update, the potential 
increase would need to be refined based on business pftorities and the subsequent 
development of the plan§ fq~ key IT projects selected . . : ... " .. · -~~ . . :s:.::" ., 

o Therefore, it appears ~ea~~h~ble that the potential increase to the IT&T Capital Spend noted 
in the May 20Q~>IJt'l,T Updat~ would not be disclosed as part of the RRA oral hearing 
process in Octobei';·2008 as.'these estimated costs were depend~nt on the future 
development of IT projeetplans:and WE'l(e not yet approved. 

<!.'' --, ·· . .;-·.,':~-~~-,-~·"· 

0 Allegation 2: Subsequent Changes to IT projects listed in the RRA application were not 
properly disclosed during tne. \Qctober 2008 BCUC RRA oral hearing process 
eventhougheven though certain l>r.ojects on the list had been cancelled or changed at the 
time. Specifically, SAP had by· then replaced replacing Peoplesoft as the Enterprise 
Financial Upgrade solution. 

Findings: 

0 The IT&T Update presented to the ARMC on May 22, 2008 states that the Executive Team, 
on May 12, 2008, agreed to use SAP as a default solution. 

0 Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timeline for the 
Design and Implementation phases. 

o SAP Financial Software licenses were purchased in September 2008 for $1.2 million. 

o At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
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The CIO did not specifically raise SAP's status as the "default solution" in preference to 
Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

0 The issue is whether there was an obligation to raise, un~sked, th~ S.AI? probability. The 
testimony specifically stated that there was a possibility of a non-Peopleso1t solution. The 
BCUC and intervenorsinterveners were specifically advised that BC Hydrowal?ilooking at 
Peoplesoft as one of the solutions, but was also looking at other options. Nci""party inquired 
further on this aspect of other options. In the circumstances, there was no positive duty on 
BC Hydro to advise the hearing further. 

Allegation 3: The CIO submitted incorrect l@:>ii:T)f'!tion when requested by the BCUC to submit 
the document which established principlesJ6ftn~:JI&J Strategic Plan, viz. . Alleges that an 
earlier document was submitted to avoid e~posingdhepot~ntial increase in the annual IT&T 
Capital spend and the use of SAP as the default solution~'":, f'"' 
Findings: · ,: 

0 During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the($C Hydro Executive Team and the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC requested the 
documer1J:WHJ.(;n established these principles. 

•,_.·;..~;: ·-·- •;;.. ':;~ '······'},. 

0 Th~:..<?To subseq~~~ily:~J>ubmitted the October 2007 IT Strategy document. This document 
does,"C;ontain the key IT;' principles for the IT Strategic Plan, which was eventually finalized in 
Novemh$1:. 2009. Howev~r, this document was not presented to or discussed with the 
ARMC as-~¥tf!!ed in the Clq:s testimony. 

'·=~·. ·-
~ The CIOcoBfirms thaf~tating that the ARMC had reviewed the October 2007 IT Strategy 

document via$ an ~rror. 
··=;~;~~·:;: 

0 The May 2008 IT&t Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32- $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the ExeoutiveTeamExecutive Team and the ARMC. 

0 The CIO stated that he did not file the May 2008 IT&T Update as he believed this document 
was operational and was "draft" because it dealt with matters that were in progress and yet 
to be determined. 
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Conclusion: 

0 While the reasons for not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt with matters that were "in progress" and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislead. The May 2008 document was not 
a "draft" as that term is ordinarily understood. 

0 As the document submitted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled oomplied with BCH's evidentiary responsibilities. 

Allegation 4: Alleges that Tthe SAP Enterprise Financial Upgrade project cost of $14.1 million, 
as reported in the F2011 RRA, is not correct and should be greater than $30 million. In 
addition, alleges that the SAP Program, with forecaste~t GQSts exceeding $50 million, ha§:V€ 
been broken down to discrete projects, none exceeding $20 million. 

Findings: 1,;;"':: ·. ·<,: : " 

o Currently, BC Hydro does not have a policy o~' hbV,. jndQ{idoaJ projects that are part of a 
larger initiative should be reported and approved. nils' tias been previously noted by Audit 
Services and BC Hydro Management is developing a pbl)cy statement to address this which 
should be completed by September 2010. However, the cuvent practice is that if a project 
within a larger initiative is considered discrete and is "n§:tZ;qependQQnt on the other 
components of the initiative, the project should be reported and approved on its own. 

0 Certain SAP related CCil?~:s.uch as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during :lh€f'~r)j:erprise Financial Upgrade project have been broken out 
sep§erately in the':F2011 R@ and included in separate business cases as they are 
expected to be(ltHittuture SAf?;:projects such as Work Order Management and Portfolio and 
Project Management projects(fyt4xe SAP projects). 

> ." -~ • '="~· .. ...,,,.:.:-:.~ 

·:.:·._:::·: :...-:: - ~::0'- _._,.,. . .. _,,-

0 The future potential SAP p[oj~cts were hrpken out separately as they represented discrete 
projects in different areas ofth€?. business (Distribution and Generation). In both projects, 
SAP represents only 50-60% offn~. t~.ehnology solution . 

. -·.,;· 

0 SAP Financials licenses costs wete also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects. Therefore, the 
description of these costs as solely being SAP Financial license costs in the F2011 RRA 
was not accurate. 

Conclusion 

0 Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consistently with this practice. 

Additional Information 

o We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 
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She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking; 

She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

She further indicated that after reviewing all the relevant facts, and had she had fulr·------{ Formatted: Bullets and Numbering 

knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented. 

;; She further indicated that after revie'Ning all the relevant facts at the time of the RRA oral 
hearing, she would not change o:- supplement the evidence on this issue. 

Recommendations 

0 BC Hydro management should develop additional guidance to assist witnesses determine 
whether changes or proposed changes to their ope@tihg.(imd capital budgets included in the 
RRA application should be adjusted and disclos~c;i? 

0 The RRA witness training program should co~~fder whether there is a need for guidelines+·······{ Formatted: Bullets and Numbering 

on "draft" documents, defining the same and making cleafwhen they can be filed in the 
course of a hearing. ··.~;,;· ·· 

,- ~ :;,K: 
7 
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Subject 

David, 

Honda, Henry <Henry.Honda@bchydro.com> 
Monday, July 12, 2010 11:50 AM 
Avren, David; Lagnado, Albert; Prinja, Rick 
RE: Draft Memo for review -privileged and confidential 

Thanks. We have accepted the suggested edits. 

Henry 

From: Avren, David 
Sent: 2010, July 12 11:11 AM 
To: Honda, Henry; Lagnado, Albert; Prinja, Rick 
Subject: FW: Draft Memo for review -privileged and confidential 

thanks. Good work. 

Have blacklined a few suggested edits. 

D. 

S. Avren 
ofLegal Services 

BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

From: Honda, Henry 
Sent: 2010, July 12 9:48 AM 
To: Avren, David 
Cc: Lagnado, Albert; Prinja, Rick 

Tel: 604-623-3611 
Fax: 604-623-3606 

Subject: Draft Memo for review -privileged and confidential 

David, 

Hope things are well. I have attached our draft memo. Please note that we are still working on some parts of the memo 
(primarily allegation #4) but I wanted to give you an opportunity to review now so you can provide feedback and · 
comments this morning. We have tried to use your wording where possible but please ensure we have not taken them 
out of context. I plan to give  an opportunity to review {after you) as we have included her conclusions as well. 

I would like to send to Ray, Charles and Debbie before lunch if possible to give them some time to review before our 3 pm 
meeting. Thanks again. 

Henry 

Honda, CA, CPA (Illinois) 
r, Audit Services 

BC Hydro 

1 



12th Floor -333 Dunsmuir Sl 
Vancouver, BC, V6B 5R3 
Phone:604-623-4108 
E-mail: henry.honda@bchvdro.com 
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Cc: 
Subject: 
Attachments: 

Honda, Henry <Henry.Honda@bchydro.com> 
Monday, July 12, 2010 11:59 AM 
Reid, Charles; Aldeguer, Ray; Nagle, Debbie 
Avren, David; Lagnado, Albert; Prinja, Rick 
Draft memo -privileged and confidential 
Special Review Draft Memo V2 (Ref 1101).doc 

In advance of our meeting today at 3 pm, I have attached our Special Review Draft Memo for your review. This memo 
has been reviewed by David Avren. I will be sending  this as well as we include her assessment and 1 

would like to ensure we have not misunderstood her perspective. There is still some minor work we are completing but 1 
think we are at a stage where we can discuss. 
Thanks and see you at 3 pm. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Head of Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone: 604-623-41 08 
E-mail: henrv.honda@bchydro.com 

1 



BChydro m 
FOR GENERATIONS 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
To: David Avren, Director Legal Services July 8, 2010 

From: Henry Honda, Director Audit Services 

CC: (after legal review, memo will be Pr.c>vJded to'cbde of 
Conduct Advisor, Chair of Audit&')3isl< Management 
Committee and CFO) . '"·:·; '}';" 
Code of Conduct Review ··• ·" ; 

·.;;, .~~~ ~ , 

Subject: 

Background I Allegations 

0 The Code of Conduct Advisor has ·~r§_gU,~sted Audit· Se[\!i9es to review allegations that the 
BC Utilities Commission (BCUC) was·:.ml~l~q. e3t the 2009/}Q .. RRA hearing on the scope and 
cost of the BC Hydrp. IJ1formation Te~h-nolqgy·apd Teleco.furnunications (IT&T) Strategic 
Plan in general, anc.Hori'the'-Enterprise FihanclafUpgracle proJect specifically, in the following 
ways: .::•f'';~f:)······i·~c./i. c:~,),~~ ...•. ·'> •c:~.:f}k;;s:,·. 

)> A potential{iicrease of'$~2-$38 mlhi.6h in the ara'riual IT&T Capital plan, as noted in 
an IT&T Upelate on.:-~tmtegy Development provided to the Audit and Risk 
Management Coromitte~::(n~·May 200~~ .· was not disclosed by BC Hydro's Chief 
Information Office·r.'(PIP) durlng;.tn~~Qctob'er 2008 BCUC RRA oral hearing process 
(RRA.Qral hearings),'ana should Haveti,een. 

"-·:f:.:;·:,,i' '·~:\"·• h ·~ ·'" ~,.,.. ·, .:'i: > 

>- .. SDbseqG'erjtc!langes tO 1Ji£projects listed in the RRA application were not properly 
· ·· disclosed bY.~he CIO durin9dhe RRA oral hearings even though certain projects on 

. :• .the list had be~n cancelled or:''changed at the time. Specifically, SAP had by then 
·•· :~·r~placed Peoph~~oft: as the Enterprise Financial Upgrade solution. 

J> 1-fi·~ .. CIO submitted'incorrect information when requested by the BCUC to submit a 
doctii]ler1t which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 dqGl.H.nentwas submitted to avoid exposing the potential increase in the annual 
IT&T Capit~l ~pend and the use of SAP as the default solution. 

)> The SAP EntJp~ise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that while the evidence presented at the hearing was not the best or most complete 
evidence possible, it met BC Hydro's evidentiary obligations. The review did not sustain the 
allegation that the CIO had intentionally misled the BCUC. 
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D In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented. 

Review Scope 

D The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations. 

> Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

>- Based on the information obtained, determine if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled the BCL,JCas .f:!Jleged . 

. :.;:'.· 

D As the allegation relates to a regulatory rate h~§'ting process, Audit Services requested BC 
Hydro Legal Services (Legal Services) over§ee:this reviewt,,and provide clarification on the 
legal/evidentiary requirements at regulatory ~rate'11e~rings; ~§I'iiyell as a legal assessment of 
whether these requirements were met. The coHc&~iphs below incorporate that legal 
assessment. 

General Legal Requirements /Internal RRA Oral Hearing Gtii:~~!J.E~> 
.,_.:;;.,,,. 

D BC Hydro has an obligation to include information on all items~that drive expenditures in a 
regulatory rate applicatiql1: Applications are typically filed in February/March and are based 
on forecasts which co_ul(foe'as old as six months. 

> 

> 

::., .. :'· -~ ·::· :.< . .::;:~:~>,. 

Evidentiary upq~tes can''tf~:~filed part way through the Information Request process for 
actual finandaHihformatiorr'ciind material changes to load forecasts which affects rates. 

If there are err~~"'-~ ~f"~$L!tl~far}tic:lL,cbang~§ to forecasts, BC Hydro can introduce the 
correction or change'ttfrgugh,-lhfDrm~tiorn~equest responses or file an addendum. 

Typically, materiality is:j~~~tor in de~i-~,i~g whether previously filed information should be 
updated for subsequent chang"~§l_jn'forecasted operating and capital costs. 

D Generally, BC Hydro Regulatory C:fdvises witnesses that it is best not to prematurely discuss 
potential projects or initiatives if their scope and related costs have not yet been adequately 
defined or estimated, of if the project has not yet received proper approval. However, 
witnesses are at all times responsible to respond truthfully to all questions. Witnesses 
receive witness training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 
during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 

Findings: 
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D An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

> This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

D At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and would be dependent on whether the 
IT&T Strategy was approved and developed further. Jt;\/l(as not meant to be a definitive cost 
estimate and was not approved at the time. As~tatedjn the IT&T Update, the potential 
increase would need to be refined based or;r'business priorities and the subsequent 
development of the plans for key IT projects sefe~ted . 

.. ~-··'·'~' :·;~; ·:':':;.._. 
::i"''·c:, 

D Therefore, it appears reasonable that the potenti~rlQcreas~~to'the IT&T Capital Spend noted 
in the May 2008 IT&T Update would not be disclos?~,:,as part of the RRA oral hearing 
process in October 2008 as these estimated costs:~w~re dependent on the future 
development of IT project plans and were not yet approved.:j'~~,, 

··:;:i .,, ~; c:.~,;"" ·~· 

D Allegation 2: Subsequent changes to IT projects listed in thef RRA application were not 
properly disclosed by the CIO during the RRA oral hearings e\len though certain projects on 
the list had been canc,~He'(j,~qr changed at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterpris({financial Upgrade solution. 

Findings: . · ~·"···-. .. ·t<~·:; 

D The IT&T Update p~~;~~nt~d tJ'itte~AR,MC on May 22, 2008 states that the Executive Team, 
on May 12, 2008, agreed' i9 l,i,se·sAf?,'a~,'a qefault solution. 

-:_;<; ~ '"'·~ •. ;»:--, ... •; .· 

D Accenture had been contr~~t~d in August 2008 to define a clear roadmap for an SAP 
Financial system including resou_tcE? Tequirements, budget and an overall timeline for the 
Design and Implementation phase$~'~' 

D SAP Financial Software licenses ~~repurchased in September 2008 for $1.2 million. 

D At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the "default solution" in preference to 
Peoplesoft. 

D Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

D Although the SAP Financial business case was approved in June 2009 (after the RRA oral 
hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
likely solution by the October 2008. From a legal, evidentiary perspective, it is clear the 
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BCUC was not informed that SAP had replaced Peoplesoft as the preferred solution. That 
said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration. 

0 The issue is whether there was an obligation to raise, unasked, the SAP probability. The 
testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The 
BCUC and interveners were specifically advised that BC Hydro was looking at Peoplesoft as 
one of the solutions, but was also looking at other options. No party inquired further on this 
aspect of other options. In the circumstances, there was no duty on BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when re:ktlie$tE?9 by the BCUC to submit 
a document which establishes principles for the IT&T Strc:1J~gic P-IEf[i;,viz. an October 2007 
document was submitted to avoid exposing the potential incr12ase in''th.S_c:mnual IT&T Capital 
spend and the use of SAP as the default solution. ' ···· •· _,_._ 

Findings: 

0 During the RRA oral hearings, the CIO stated that Hydro had established principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team the Board 
through the Audit and Risk Manag~ment Committee (ARMC). The BCUC requested the 
document which established these t:klq<;;iples. 

•'·'' . ~-: :o:i..t:..,.._ 

'. _:-:'' .·~ :::,, 

o The CIO subsequently submitted the O~toH&tL~007 IT Strategy document. This document 
does contain the key IT principles for the:_IT Sfr~t?giG:R.Ian, which was eventually finalized in 
November 2009. However, this docume_nt vyas'·not:ptes_?hted to or discussed with the 
ARMC as stated in the CIO's testimony_ .:~~~;;: <:;;:: 

> The CIO confirms that stating that the AR.iyJ_c had reviewed the October 2007 IT Strategy 
document was an error. · ··· ·· 

-,..··; <,~;-: 

0 The May -~QOl3.)J& T Update also contains a b·~ief summary of the key principles for the IT 
StrategiG~"Piari".!;)~t1'W.ps not submitted in response to the BCUC request. As noted above, 
this£iptument do'e\3-!p.ci;[Jde the potential increase in IT&T Capital spend of $32- $38 million 
p~(:Y~flr and does stat~)hat SAP will be used as a default solution. This document was 
pres'e'[IJeg to the ExecuH~~;'Team and the ARMC. 

-:_: __ ,_·,·"' 

o The CIO'::~t~lecj that he dicr~ot file the May 2008 IT&T Update as he believed this document 
was operatib'n?t-flnd was:.fdraft" because it dealt with matters that were in progress and yet 
to be determin:gal:'I:~;~.,. ·":~':;[ · 

Conclusion: 
· .. ,:·:'.:N;;-;.,r:''' 

"'(;::;:::'J,~~ 

0 While the reasons for not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt with matters that were "in progress" and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislead. The May 2008 document was not 
a "draft" as that term is ordinarily understood. 

0 As the document submitted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidentiary responsibilities. 
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Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Findings: 

0 Currently, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
components of the initiative, the project should be reported and approved on its own. 

<';.;\;. 

o Certain SAP related costs such as the SAP Commofl:ilirhfr:astructure and Enterprise Service 
Bus incurred during the Enterprise Financial::'lJpgrade project have been broken out 
separately in the F2011 RRA and included in,;s~p~rate busipess cases as they are expected 
to benefit future SAP projects such as Work Ord~r:_M.anag~ro~nt and Portfolio and Project 
Management projects (future SAP projects). ·:~1~ .}.- ··-

·- .. ~~:::=-':: 
··;_';?'•O::·· ·~ 

o The future potential SAP projects were broken out sep'~t~tE?IY as they represented discrete 
projects in different areas of the business (Distribution and.: .. G£3neration). In both projects, 
SAP represents only 50-60% of the technology solution. · ·:;;;;'~ · 

0 SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partl'i:iE9C full licensing for other potential projects. Therefore, the 
description of these:costs··as(!?olely being SAP Financial license costs in the F2011 RRA 
was not accurate,/t;:,:~~1L · · ·<::. 

". /• ,; ":~;~.·: 

Conclusion 
'''':i".'" ·>:·r~.:: ··~·::. "···.. ·-·d7~<' 

o Based on BC Hydro's pratfj~~in -p'Ia'ce:attpe'time of the RRA application, the SAP projects 
and costs have been reporteCI eof!sistently with this practice . 

.. . · . ·:~ 

Additional Information 

·,:_> .. :···· 

0 We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

);> She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking; 

>- She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

:-- She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented. 

Privileged and Confidential 
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Recommendations 

0 BC Hydro management should develop additional guidance to assist witnesses determine 
whether changes or proposed changes to their operating and capital budgets included in the 
RRA application should be adjusted and disclosed. 

0 The RRA witness training program should consider whether there is a need for guidelines 
on "draft" documents, defining the same and making clear when they can be filed in the 
course of a hearing. 

Privileged and Confidential 
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Cc: 
Subject: 
Attachments: 

 

Honda, Henry <Henry.Honda@bchydro.com> 
Monday, July 12, 2010 1:23 PM 

 
Prinja, Rick; Lagnado, Albert; Avren, David 
Privileged and Confidential -Review Draft Memo 
Special Review Draft Memo V2 (Ref 1101).doc 

Hope things are well. Thanks again for providing your input for the review we are performing on the IT Capital Plan in 
relation to the revenue rate applications. I have attached a memo that summarizes our review and conclusions. This 
includes input from David Avren. Please review the memo as it includes some of the input you provided during the 
meetings and also includes your assessment. We appreciate it if you could provide any comments or suggestions as 
soon as possible. As previously discussed, this is a privileged and confidential. review and therefore please do not 
discuss or provide to others. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St 
Vancouver, BC, V6B 5R3 
Phone:604-623-4108 
""'-mail: henry.honda@bchydro.com 
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B hydro m 
FOR GENERATIONS 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 
. . ,;,:·~: 

(after legal review, memo will be pf;C)Vided to 'C:~de of >:[;: \ 
Conduct Advisor, Chair of Audit &:His!<: Management 
Committee and CFO) · 

July 8, 2010 

REF: 11-1 

Subject: Code of Conduct Review 

Background I Allegations 

D The Code of Conduct Advisor has }~gyested Audit, s$-rvices to review allegations that the 
BC Utilities Commission (BCUC) was:_f11J~li39,at the 20091.1o.-.RRA hearing on the scope and 
cost of the BC Hydro, Jnformation Teg~hdiqg"tg@,r:ld Telec(}mmunications (IT&T) Strategic 
Plan in general, and.:on tbe' Enterprise FinpnciaJJ,Jp§'racje project- specifically, in the following 
ways: _ · · -- ' · ·,~> ),:/ _;. -~::::·~·-:-::-',-, 

> A potenti~l,jficrease of{~$2-$38 miriio~ in the ~~irlbal IT&T Capital plan, as noted in 
an IT&T up(iate on -'-~t(iiJJegy Dey~lopment provided to the Audit and Risk 
Management CoJl1rniffe~---il:i.:M_ay 2008, was not disclosed by BC Hydro's Chief 
Information Officer(Cl.Q) during:,!fi.eQ~ober 2008 BCUC RRA oral hearing process 
(RRf\ gral hearings), :aHd.should ffave,;~een . 

)> 

.. . ', .. :· ~ ····- ··~_, :,;~."···· . .,;.: 

>- $ubsequ~n1;,,~l:langes to<fT--'projects listed in the RRA application were not properly 
.: " disclosed by the CIO duriri'g the_ RRA oral hearings even though certain projects on 

the list had beer) cancelled or 'changed at the time. Specifically, SAP had by then 
replaced People~c)ft as the Enterprise Financial Upgrade solution. 

> ~~--§.10 submitt~a:~incorrect information when requested by the BCUC to submit a 
docbrp~11t which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 a():c::urnentwas submitted to avoid exposing the potential increase in the annual 
IT&T Cap~~U~pend and the use of SAP as the default solution. 

The SAP Entefptise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

D Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that while the evidence presented at the hearing was not the best or most complete 
evidence possible, it met BC Hydro's evidentiary obligations. The review did not sustain the 
allegation that the CIO had intentionally misled the BCUC. 
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D In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented. 

Review Scope 

D The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations. 

> Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

> Based on the information obtained, determine if .E?.~ Hydro's evidence, and in particular 
the CIO's testimony and filings, misled the BCU.C"'i3s· ~Jieged. 

' _:~"' 

D As the allegation relates to a regulatory rate h~~'ting proc~ss, Audit Services requested BC 
Hydro Legal Services (Legal Services) over§>eEf'{hJ? review;·;and provide clarification on the 
legal/evidentiary requirements at regulatory i-ate h~~r1ngs~9s:'we11 as a legal assessment of 
whether these requirements were met. The con&l~.sicins below incorporate that legal 
assessment. .,~;~·rl~" 

D BC Hydro has an obligation to include information on all item~~·that drive expenditures in a 
regulatory rate application. Applications are typically filed in February/March and are based 
on forecasts which coy!~:-t:>e:;~s old as six months. 

~.'.0::>~- :;,._ 

> Evidentiary up,d~{es ca~· eye~tfiled part way through the Information Request process for 
actual finandal'iii(brmatior{cii'hd material changes to load forecasts which affects rates. 

If there are err~~~~;·Br··.§>U~.~t~htiaJ..,g!)?ng~~ to forecasts, BC Hydro can introduce the 
correction or change thr9ugh.lnforrn~tio6 Request responses or file an addendum. 

Typically, materiality is ~·~~:ctor in deci~l~g whether previously filed information should be 
updated for subsequent ch.ahg~s irt·forecasted operating and capital costs. 

··;< 

D Generally, BC Hydro Regulatory ~dvises witnesses that it is best not to prematurely discuss 
potential projects or initiatives if their scope and related costs have not yet been adequately 
defined or estimated, of if the project has not yet received proper approval. However, 
witnesses are at all times responsible to respond truthfully to all questions. Witnesses 
receive witness training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 
during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 

Findings: 
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!"?· 0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

>- This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

o At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and would be dependent on whether the 
IT&T Strategy was approved and developed further. It yvas not meant to be a definitive cost 
estimate and was not approved at the time. Asl:)fated .in the IT&T Update, the potential 
increase would need to be refined based on··:; business priorities and the subsequent 
development of the plans for key IT projects se~egt~d. 4

· 

o Therefore, it appears reasonable that the po;~nti~}:~~hreasifb;~the IT&T Capital Spend noted 
in the May 2008 IT&T Update would not be disclbs~d.as part of the RRA oral hearing 
process in October 2008 as these estimated costs.: yvere dependent on the future 
development of IT project plans and were not yet approve&·< 

·. '>c~,,~".> 

0 Allegation 2: Subsequent changes to IT projects listed in ttie · RRA application were not 
properly disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had been canc..e!te.Q; .. or changed at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterpns~'Fi11ancial Upgrade solution. 

,. .• :o:· •• ~· •• 
'~~. ;:· ,,,:• ··~ 

Findings: , •:.. .·. ~: ::.: 
·(' •;; ~:::::,:- . ,; ,.,·: 

o The IT&T Update pr~~~Dted t6theARMC on May 22, 2008 states that the Executive Team, 
on May 12, 2008, agreedJq.u'sei"SAP'as'-ifqefault solution. 

o Accenture had been confi~~eci in Au~ust 2008 to define a clear roadmap for an SAP 
Financial system including resourc.e requirements, budget and an overall timeline for the 
Design and Implementation phase~f 

o SAP Financial Software licenses 'were purchased in September 2008 for $1.2 million. 

o At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the "default solution" in preference to 
Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

o Although the SAP Financial business case was approved in June 2009 (after the RRA oral 
hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
likely solution by the October 2008. From a legal, evidentiary perspective, it is clear the 
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BCUC was not informed that SAP had replaced Peoplesoft as the preferred solution. That 
said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration. 

D The issue is whether there was an obligation to raise, unasked, the SAP probability. The 
testimony specifically stated that there was a possibility of a non-Peoplesoft solution. The 
BCUC and interveners were specifically advised that BC Hydro was looking at Peoplesoft as 
one of the solutions, but was also looking at other options. No party inquired further on this 
aspect of other options. In the circumstances, there was no duty on BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when r~qu~$fed by the BCUC to submit 
a document which establishes principles for the IT&T Str~tegic PTari;yiz. an October 2007 
document was submitted to avoid exposing the potential increase in' tb~ :annual IT&T Capital 
spend and the use of SAP as the default solution. .. · · ·• 

Findings: 

D During the RRA oral hearings, the CIO stated that Hydro had established principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC requested the 
document which established these Pttn9!Pies. 

\;:';"(:~(:,_~i-~ ;,~-

D The CIO subsequently submitted the l;~21oH~r'f_OQ7 IT Strategy document. This document 
does contain the key IT principles for th~';JT Sfr<He'g!l:i.f:.!an, which was eventually finalized in 
November 2009. However, this docum~nt w?s···not~;Pt~~~fnted to or discussed with the 
ARMC as stated in the CIO's testimony. \t<·~;? · ;·-~/ 

·-;,::-·~ 

> The CIO confirms that stating that the ARM~ had reviewed the October 2007 IT Strategy 
document was an error. 'i.:\:i ' 

D The May ,2PQ§,.IJ&T Update also contains a ~~ief summary of the key principles for the IT 
Strategjq::;pJi3n~fiUf::w.as not submitted in response to the BCUC request. As noted above, 
this dpcument doesln(:;lude the potential increase in IT&T Capital spend of $32-$38 million 
Pet')tear and does st~teJhat SAP will be used as a default solution. This document was 
presE!nteci to the Execuiiv~.Team and the ARMC. 

""."~' _; ·::,:;:~~.. ·:<,~~~::~ 

o The Ct0':~t~t~c:i that he di~_:not file the May 2008 IT&T Update as he believed this document 
was operatlbQ~};and wasi~8raft" because it dealt with matters that were in progress and yet 
to be determin~4;·."·"' ,,,,~,,: ··· 

Conclusion: 

D While the reasons for not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt with matters that were "in progress" and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislead. The May 2008 document was not 
a "draft" as that term is ordinarily understood. 

D As the document submitted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidentiary responsibilities. 
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Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Findings: 

CJ Currently, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
components of the initiative, the project should be reported and approved on its own. 

CJ Certain SAP related costs such as the SAP Commc>N'f~frastructure and Enterprise Service 
Bus incurred during the Enterprise Financiai{.Upgrade project have been broken out 
separately in the F2011 RRA and included in s~p~r,ate business cases as they are expected 
to benefit future SAP projects such as Work Ord~f;:J~,IIana,g~ment and Portfolio and Project 
Management projects (future SAP projects). ·· :.:y':'" ~c:.c· 

CJ The future potential SAP projects were broken out sep~r~{ely as they represented discrete 
projects in different areas of the business (Distribution and' Generation). In both projects, 
SAP represents only 50-60% of the technology solution. ··· > ~~·::' • 

tF.· 

CJ SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented parti~il2.:qc full licensing for other potential projects. Therefore, the 
description of thes~;•costs~:~S'~·~olely being SAP Financial license costs in the F2011 RRA 
was not accurate.~~ c ·• ',~:,>:~l 

Conclusion .·:.,:\~, :':., ,, 
··.,...:,::.,~:. ;,, ~: '::~ :::;·::~ i'':':<'' "'.; ''::- ·--~s .. " · 

CJ Based on BC Hydro's pr~cfi~e,, in place:dat;16etime of the RRA application, the SAP projects 
and costs have been reporteqi_@qsistently with this practice. 

··~·. , : '"" 

Additional Information 

CJ We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

>- She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking; 

>- She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

>- She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented. 
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Recommendations 

0 BC Hydro management should develop additional guidance to assist witnesses determine 
whether changes or proposed changes to their operating and capital budgets included in the 
RRA application should be adjusted and disclosed. 

0 The RRA witness training program should consider whether there is a need for guidelines 
on "draft" documents, defining the same and making clear when they can be filed in the 
course of a hearing. 
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Cc: 
Subject: 

Hi Henry 

 
Monday, July 12, 2010 2:00 PM 
Honda, Henry 
Prinja, Rick; Lagnado, Albert; Avren, David 
RE: Privileged and Confidential -Review Draft Memo 

I have reviewed the attached document and have the following comments. 

I am comfortable with the characterisation of my input and my assessment. The only comment I would make is that I 
would not have wanted the CIO's testimony and evidence corrected or supplemented in light of the degree of materiality 
and intervener and BCUC interest in this area. 

My additional words imply that, under other circumstances I might well have wanted to update the CIO's evidence. 

With respect to the recommendations; the first one speaks to "BC Hydro managemenf' developing additional guidance for 
witnesses. I am not sure who you mean by "management". If you are talking broadly of all management then with all due 
respect I need to point out that determinations as to materiality for any changes to filings are made by the regulatory 
manager and legal counsel on that filing. I would have no problem with your recommendation referring directly to "BC 
Hydro Regulatory management" developing additional guidance ... 

On the second recommendation I agree with the overall sentiment of the recommendation, but the guidance on drafts 
versus final versions, and production of documents in hearings needs to come well before we get to witness training, and 
goes much wider than just the RRA- it needs to be understood even as we prepare the applications and respond to 

In cases where there is no oral hearing the same issues can arise. 

ks for giving me the opportunity to review and comment. 

 

 

Chief Regulatory Officer 

BC Hydro 

 

 

  

From: Honda, Henry 
Sent: 2010, July 12 1:23 PM 
To:  
Cc: Prinja, Rick; Lagnado, Albert; Avren, David 
Subject: Privileged and Confidential -Review Draft Memo 

 

Hope things are well. Thanks again for providing your input for the review we are performing on the IT Capital Plan in 
relation to the revenue rate applications. I have attached a memo that summarizes our review and conclusions. This 
includes input from David Avren. Please review the memo as it includes some of the input you provided during the 

s and also includes your assessment. We appreciate it if you could provide any comments or suggestions as 
as possible. As previously discussed, this is a privileged and confidential review and therefore please do not 

discuss or provide to others. Thanks again. 

1 



Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone:604-623-4108 
E-mail: henrv.honda@bchydro.com 
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lagnado, Albert 

Sent: 
To: 
Cc: 
Subject: 

 

Honda, Henry 
2010, July 12 5:07 PM 

 
Prinja, Rick; Lagnado, Albert; Avren,. David 
Re: Privileged and Confidential -Review Draft Memo 

Thanks for reviewing the document and getting back to us so quickly. We will make the suggested change in terms of 
your assessment. We will likely remove the recommendations in the report. Thanks again for your input. 

Henry 

From:  
To: Honda, Henry 
'Cc: Prinja, Rick; Lagnado, Albert; Avren, David 
Sent: Mon Jul12 14:00:10 2010 
Subject: RE: Privileged and Confidential -Review Draft Memo 

Hi Henry 

I have reviewed the attached document and have the following comments . 

. 1 am comfortable with the c.haracterisation of my input and my assessment. .The only comment I would make is that I 

would not have wanted the CIO's testimony and evidence corrected or supplemented in light of the degree of materiality 
and intervener and BCUC interest in this area. 

My additional words imply that, under other circumstances I might well have wanted to update the CIO's evidence. 

With respect to.the recommendations; the first one speaks to "BC Hydro management" developing additional guidance for 
witnesses. I am not sure who you mean by "management". If you are talking broadly of all management then with all due 
respect I need to point out that determinations as to materiality for any changes to filings are made by the regulatory 
manager and legal counsel on that filing. I would have no problem with your recommendation referring directly to "BC 
Hydro Regulatory management" developing additional guidance ... 

On the second recommendation I agree with th.e overall sentiment of the recommendation, but the guidance on drafts 
versus final versions, and production of documents in hearings needs to come well before we get to witness training, and 
goes much wider than just the RRA- it needs to be understood even as we prepare the applications and respond to 
IRs. In cases where there is no oral hearing the same issues can arise. 

Thanks for giving me the opportunity to review and comment. 

 

 

Chief Regulatory Officer 

BC Hydro 
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From: Honda, Henry 
Sent: 2010, July 12 1:23. PM 
To:  
Cc: Prinja, Rick; Lagnado1 Albert; Avren, David 
Subject: Privileged and Confidential -Review Draft Memo 

 

Hope things are well. Thanks again for providing your input for the review we are performing on the IT Capital Plan in 
relation to the revenue rate applications. I have attached a memo that summarizes our review and conclusions. This 
includes input from David Avren. Please review the memo as it includes some of the input you provided during the 
meetings and also includes your assessment. We appreciate it if you could provide any comments or suggestions as 
soon as possible. As previously discussed, this is a privileged and confidential review and therefore please do not 
discuss or provide to others. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone: 604-623-41 08 
E-mail: henry.honda@bchydro.com 
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To: 
Subject: 

Avren, David 
Monday, July 12, 2010 7:44 PM 
Honda, Henry; Lagnado, Albert; Prinja, Rick 
privilege/distribution 

Just a reminder that distribution of finals of the report to ARMC chair and Bonita should be by Legal (meaning me, as I 
look around). 

D. 

J. David S. A vren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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To: 
Cc: 
Subject: 

Henry: 

How's this? 

Avren, David 
Monday, July 12, 2010 6:54 PM 
Honda, Henry 
Prinja, Rick; Lagnado, Albert 
audit services comments re RRA audit 

Legal Services carried out a privileged and confidential review with the assistance of Audit Services. The review did not 
sustain the allegation. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 

1 



Lagnado, Albert 

From: 
Sent: 
To: 
Cc: 
Subject: 

Avren, David 
2010, July 13 11:35 AM 
Honda, Henry 
.Prinja, Rick; Lagnado, Albert 
RE: audit s(i!rvices comments re RRA audit 

If we don't say something about privilege, along these lines, we jeopardize it. This is an important document it seems to 
me in the overall establishment and corroboration of privilege. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

From: Honda, Henry 
Sent: 2010, July 13 10:56 AM 
To: Avren, David 
Cc: Prinja, Rick; Lagnado, Albert 

Tel: 604-623-3611 
Fax: 604-623-3606 

Subject: RE: audit services comments re RRA audit 

David, 

I think the conclusion we provide should be the same summary conclusion in the actual report. The first sentence is a bit 
odd as we were requested by the Code of Conduct Advisor to carry out the review. However, if you need it for privileged 
and confidential reasons, we can discuss. Let's finalize the report and then circle back to this. I will not be adding my 
conclusion to Bonita's report until our report is completed. 

Henry 

From: Avren, David 
Sent: 2010, July 12 6:54PM 
To: Honda, Henry 
Cc: Prinja, Rick; Lagnado, Albert 
Subject: audit services comments re RRA audit 

Henry: 

How's this? 

Legal Services carried out a privileged and confidential review with the assistance of Audit Services. The review did not 
sustain the allegation. 

Q. 

1 



o: 
Subject: 
Attachments: 

FYI. Forgot to copy you. 

From: Honda, Henry 
Sent: 2010, July 13 2:58 PM 
To: Avren, David 
Subject: Revised Memo 

David, 

Honda, Henry 
Tuesday, July 13, 2010 3:33 PM 
Prinja, Rick; Lagnado, Albert 
FW: Revised Memo 
Special Review Draft Memo V3 (Ref llOl).doc 

Attached is the revised memo, please have a review and confirm that you are comfortable with the changes and that the 
report still represents your legal assessment. I would like to send out another version by end of day. We can discuss the 
wording in Bonita's report and the distribution process once this is finalized. 
Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 

Hydro 
Floor -333 Dunsmuir St. 

Vancouver, BC, V68 5R3 
Phone: 604-623-41 08 
E-mail: henry.honda@bchydro.com 
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BChgdro m 
FOR GEI\IERATIONS 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 

(after legal review, memo will be provided to ''c~de of 
Conduct Advisor, Chair of Audit & Risk Management 
Committee and CFO) 

July 8, 2010 

REF: 11-1 

Subject: Code of Conduct Review 

Background I Allegations 

0 The Code of Conduct Advisor has requested Audit Services to review allegations that the 
BC Utilities Commission (BCUC) was misle,d. at the 2009/10 RRA hearing on the scope and 
cost of the BC Hydro .. Information Technolo!w~and Telecommunications (IT&T) Strategic 
Plan in general, andofl.theEnterprise Financial Opgrade proje~ specifically, in the following 
ways: 

> A potential increase of $32-$38 millipn in the aonual IT&T Capital plan, as noted in 
an IT&T Update on : Strategy Development provided to the Audit and Risk 
Management Commitleein May 20013, was not disclosed by BC Hydro's Chief 
Information Officer (CIO} during the .October 2008 BCUC RRA oral hearing process 
(RRA ()fal hearings), and should have t)een. 

> Subsequ~nt changes to lfprojects li~ted in the RRA application were not properly 
disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had beeh cancelled or changed at the time. Specifically, SAP had by then 
replaced Peoplesoft as the Enterprise Financial Upgrade solution. 

'" The CIO submitted incorrect information when requested by the BCUC to submit a 
document which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 document was submitted to avoid exposing the potential increase in the annual 
IT&T Capital spemd and the use of SAP as the default solution. 

" The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

0 AudiJ Services worked jointly with Legal Services to review the allegations. It is concluded 
that v.;jlile~Jb,e.,evidence presented at the hearingby the CIO was not the best or m9st~ 
complete evidence possible, it met BC Hydro's evidentiary obligations and that the CIO!'did t 

Privileged and Confidential 
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not misled the BCUC. . TThe review also did not sustain the allegation that the CIO had 
intentionally misled the BCUC. 

0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

0 The scope includes the following for each key allegation: 

,. Confirm the validity of the information included in the allegations. 

,. Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

" Based on the information obtained, determine. if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled, misled the BCUC as alleged. 

0 As the allegation relates to a regulatory rate hearing process, Audit Services requested BC 
Hydro Legal Services (Legal Services) oversee this review, and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as well as a legal assessment of 
whether these requirements were met. The conclusions below incorporate that legal 
assessment. 

General Legal Requiremenh? /Internal RRA Oral Hearing Guidance 

0 BC Hydro has an obligation t() include information on all items that drive expenditures in a 
regulatory rate applic~tion. Applications are typically filed in February/March and are based 
on forecasts which could be as old as six months. 

> Evidentiary updates can be filed pari way through the Information Request process for 
actual financial information and material changes to load forecasts which affects rates. 

" If there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or file an addendum. 

> Typically, materiality is a factor in deciding whether previously filed information should be 
updated for subsequent changes in forecasted operating and capital costs. 

o Generally, BC Hydro Regulatory advises witnesses that it is best not to not prematurely 
discuss potential projects or initiatives if their scope and related costs have not yet been 
adequately defined or estimated, o:fr if the project has not yet received proper approval. 
However, witnesses are at all times responsible to respond truthfully to all questions. 
Witnesses receive witness training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 

Privileged and Confidential 
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during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 

Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy . 

.,. This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purp(,}Ses t311d would be dependent on whether the 
IT&T Strategy was approved and developed further.lt.wasnot meant to be a definitive cost 
estimate and was not approved at the time. As stated in the IT&T Update, the potential 
increase would need to be refined based on business priorities and the subsequent 
development of the plans for key IT projects selected. 

I o Therefore, it is appears reasonable that the potential increase to the IT&T Capital Spend 
noted in the May 2008 IT&T Update would not be disclosed as part of the RRA oral hearing 
process in October 2Q0.8 as these estimated costs were dependent on the future 
development of IT projectpl;:ms and were not yet approved. 

0 Allegation 2: §ubsequent changes to IT projects listed in the RRA application were not 
properly disclosed by the CIOduring the RRA oral hearings even though certain projects on 
the list had been cancel!ec:l or changed at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterprise Financial Upgrade solution. 

;. 
Findings: 

0 The IT&T Update presented to the ARMC on May 22, 2008 states that the Executive Team 
and representatives from the business groups, on May 12, 2008, agreed that for each major 
initiative s to use SSAP will be used as a default solution provided it meets business needs . 

0 Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timeline for the 
Design and Implementation phases. 

0 SAP Financial Software licenses were purchased in September 2008 for $1.2 million. 

0 At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely ~ 
solution~ in preference toover Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Privileged and Confidential 
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Conclusion 

0 Although, SAP had become the more likely solution at the time of the oral hearing in'"_:::<· Formatted: Font: Not Bold 

October 2008, no final decisions had been made. In addition. the BCUC and interveners · Formatted: Bullets and Numbering 

were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options. Since no party inquired further on this aspect of other 
options, there was no duty by the CIO or BC Hydro to advise the hearing further. 

8Aithough the SAP Financial business case was approved in June 2009 (after the RRl\ oral 
hearings), it appears that SAP had become the "default solution" by !May 2008 and the more 
likely solution by the October 2003. From a legal, evidentiary ·perspective, it is clear the 
BCUC was not informed that S/\P had replaced Peoplesoft-as the preferred solution. That 
said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration ... _____________________________________________________________ .----·{Formatted: Font: Not Bold 

aThe issue is whether there was an obligation to raise, unasked, the SAP probability. The 
testimony specifically stated that there was a possibility of a non Peoplesoft solution. The 
BCIJC and inter.•eners were specifically advised that BC Hydro was lookfrl§-at Peoplesoft as 
one of the solutions, but was also looking at other options. ~Jo party inquired further on this 
aspect of other options. In the-Gircumstances, there was no posifute duty on BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect, information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. an October 2007 
document was submitted to avoid exposing the potential ihcre;3se in the annual IT&T Capital 
spend and the use of SAP as the default solution, 

Findings: 

0 During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team and the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC requested the 
document which established these principles. 

0 Tile CJO subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT p_rinciples for the IT Strategic Plan, which was eventually finalized in 
November 2009. However, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to the Executive Team.~ 

,. The CIO confiims that stating that the ARMC had reviewed the October 2007 IT Strategy 
document was iim unintended error. 

0 The May 2008 IT&T Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32 - $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the Executive Team and the ARMC. 

0 The CIO stated that he did not file the May 2008 IT&T Update as he believed this document 
was .§.!Loperational- update and was ~draft~ because it dealt with matters that were still a 
work in progress" and yet to be determined. 

Privileged and Confidential 
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Conclusion: 
0 As the document submitted to the BCUC does contain the key IT principles used for th6"';·----

eventual IT&T Strategic Plan. the CIO's testimony and filings on this aspect adequately \ 
fulfilled BCH's evidentiary responsibilities. The May 2008 IT&T Update was not submitted \, 
because the information was not finalized or approved. There was no suggestion of · 
deliberate evasion or intent to mislead the BCUC. '---------------------------------------------------------------

aWhile the reasons for not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt with matters that were "in progress" and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislead. T}he May 2008 document was not 
a "draft" as that term is ordinarily understood. 

CAs the document submitted to the BCUC does contain the key IT principles used for the 
eventual IT&T Strategic Plan, the GIG's testimony and filings on this aspect adequately fulfilled 
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BCH's evidentiary responsibilities .• __ ..................... . . ...• . . . . . . . .... ... . ........ .. .. . . -------·{Formatted: Font: Bold 

Allegation 4: The SAP Enterprise Financial Upgrade project cos~ of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $36 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, . has been broken down to discrete 
projects, none exceeding $20 million. ·· 

... 
Findings: 

0 Currently, BC Hydro does not have a policy on how individJ'ai projects that are part of a 
larger initiative should be reported and approved. This has b~en previously noted by Audit 
Services and BC Hydro .Management is developing a policy statement to address this which 
should be completed by September 2010. However, the current practice is that if a project 
within a larger ililtiative is. considered discrete and is not dependent on the other 
components of ~he initiative, the project should be reported and approved on its own. 

0 Certain SAP related costs s!-lth as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Rllancial Upgrade project period have been broken out 
separately in the F2011 RRAand included in separate business cases as·they are expected 
to benefit future SAP projects such,as Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

0 The future potential SAP projects were broken out separately as they represented discrete 
projects in different areas of the business (Distribution and Generation). In both projects, 
SAP represents only 50-60% of the technology solution. 

0 SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects. Therefore, the 
description of these costs as solely being SAP Financial license costs in the F2011 RRA 
was not accurate. 

Conclusion 

0 Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consistently with this practice. 

Privileged and Confidential 
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Additional Information 

0 We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

> She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking'-.; 

> She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

> She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented in light of the degree of materiality and 
intervener and BCUC interest in this area. 

RecornmenElations 
~·:g~""u-' 1.. j-'-' 1 .,., .. 1 .,; ·c • • • , • J..+J.. .,. •.• -···{Forrnatted:BulletsandNumbering "' nyuro management suou u ueve op auult!Onib gmuance. to ass1st v:Jtnesses uetermme wueti!er '------------'::....._., 
cfianges or proposeEl clianges to tfieir operating a.1El capital budgets includes in tfie RR.\ application 
should be adjusted and discloseEl. 

'The RR.\ v;itness trahJing program should consiEler v;he!:fler ther~eci:l for guiElelines on "draft" 
Elocuments, defining the same and malcing clear when they can be filed in the course of a hearing. 

Privileged and Confidential 
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o: 
Subject: 
Attachments: 

Honda, Henry 
Tuesday, July 13, 2010 3:47 PM 
Lagnado, Albert; Prinja, Rick 
FW: Privileged and confidential FW: Revised Memo 
Special Review Draft Memo V3 (Ref llOl).doc 

FYI. I am fine with these. Let me know what you think. I will send out 

From: Avren, David 
Sent: 2010, July 13 3:39 PM 
To: Honda, Henry 
Subject: Privileged and confidential PN: Revised Memo 

Henry: 

I have revised slightly, at the places shown with blue highlighting. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 

omr•.mrvPr B.C. 
V6B 5R3 

From: Honda, Henry 
Sent: 2010, July 13 2:58 PM 
To: Avren, David 
Subject: Revised Memo 

David, 

Tel: 604-623-3611 
Fax:604-623-3606 

Attached is the revised memo, please have a review and confirm that you are comfortable with the changes and that the 
report still represents your legal assessment. I would like to send out another version by end of day. We can discuss the 
wording in Bonita's report and the distribution process once this is finalized. 
Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone:604-623-4108 
E-mail: henrv.honda@bchydro.com 
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hydro m 
FOR GENERATIONS 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 

(after legal review, memo will be provided to'Code of 
Conduct Advisor, Chair of Audit & Risk Management 
Committee and CFO) 

July 8, 2010 

REF: 11-1 

Subject: Code of Conduct Review 

Background I Allegations 

0 The Code of Conduct Advisor has requested Audit· Services to review allegations that the 
BC Utilities Commission (BCUC) was misled at the 2009/10 .RRA hearing on the scope and 
cost of the BC HydrpJnformation Techriology-.;and Teleeoinmunications (IT&T) Strategic 
Plan in general, and ()n the Enterprise Rnancial QP!:Jr<,~~e project specifically, in the following 
ways: 

.,. A potenti~l increase of$32-$38 mill\on in the ar:mual IT&T Capital plan, as noted in 
an IT&T Update on • Strategy Development provided to the Audit and Risk 
Management Commift~ Jn May 2008, was not disclosed by BC Hydro's Chief 
Information Officer (CIO) during the October 2008 BCUC RRA oral hearing process 
(RRJ.\C?ral hearings), and should have been . 

.,. Subsequ~rii; changes to rr projects listed in the RRA application were not properly 
disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had been'cancelled or changed at the time. Specifically, SAP had by then 
replaced Peoplesoft as the Enterprise Financial Upgrade solution. 

-r The CIO submitted incorrect information when requested by the BCUC to submit a 
document which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 dopurnent was submitted to avoid exposing the potential increase in the annual 
IT&T Capital spend and the use of SAP as the default solution. 

> The SAP Ent!?fprise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked i9!f:!!ly_vy~t,D heg~L§~_ryi~€l:S !9~E~Yj~V!.t';_~ .• §ll~g§!i.21l!i· J! i!i •• ~f1(?I!;Jg~cj ~---------.., 
~~~\-!'£~}~~e ElYic:J.ell~~ ;:>rE¥>~!ltE:l9 during the process atJhe_ hea.rin§bv the C!OYI:§Is not tile _ __...-·-{ Formatted: Highlight 
. .. .. . ...•.... t:eempfe!~9'~~ellQ!:JP()f:i§ibl(),it m~t !2GJ:iydro:s~\fid()f1tiary.oi:JiigCJtlof1s and that 
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the c 10 di(f Flofm!sied the BCUC was not misled: . TThe revimv also did not sustain the 
allegation that the CIO had intentionally misled the BCUC. 

0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

0 The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations. 

>- Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

>- Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

> Based on the information obtained, determill!'i .if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled, misled !lie BCUC as alleged. 

o As the allegation relates to a regulatory rate hearing process, Audit Services requested BC 
Hydro Legal Services (Legal Services) oversee this review,and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as well as a legal assessment of 
whether these requirements were met. The conclusions.· below incorporate that legal 
assessment. 

General Legal Requiremenb;J Internal RRA Oral Hearing Guidance 

0 BC Hydro has an obligation to Include information on all items that drive expenditures in a 
regulatory rate applieation. Applications are typically filed in February/March and are based 
on forecasts which could be as old as six months. 

Evidentiary updates can be fil~d pai{way through the Information Request process for 
actual financial information''and material changes to load forecasts which affects rates. 

If there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or file an addendum. 

Typically, materiality is a factor in deciding whether previously filed information should be 
updated for subsequent changes in forecasted operating and capital costs. 

0 Generally, BC Hydro Regulatory advises witnesses that it is best not to not prematurely 
discuss potential projects or initiatives if their scope and related costs have not yet been 
adequately defined or estimated, o:f.r: if the project has not yet received proper approval. 
However, witnesses are at all times responsible to respond truthfully to all questions. 
Witnesses receive witness training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 

Privileged and Confidential 
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during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 

Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

> This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potetWal $32-$:38 million annual increase was a 
management estimate for information purp~es :aod would be dependent on whether the 
IT&T Strategy was approved and developed further: !twas not meant to be a definitive cost 
estimate and was not approved at the time. As stated in the IT&T Update, the potential 
increase would need to be refined based on busin~s priorities and the subsequent 

lo 
development of the plans for key IT projects selected. · 

-=. :.·. 

Therefore, it is appears reasonable that the potential increa~etb the IT&T Capital Spend 
noted in the May 2008 IT&T Update would not be disclosed as part of the RRA oral hearing 
process in October 2008 as these estimated costs were dependent on the future 
development of IT project plans and were not yet approved. 

0 Allegation 2: §tibsequent changes to IT projects listed in the RRA application were not 
properly disclosed by the, CIO during the RRA oral hearings even though certain projects on 
the list had been cancel)ed orcharige~ ?t thE:! time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterprise Financial Upgraae solution. 

Findings: 

0 The IT&T Update presented to th¥ ARMC on May 22, 2008 states that the Executive Team 
and representatives from the business groups, on May 12, 2008, agreed that for each major 
initiative s to use SSAP will be used as a default solution provided it meets business needs . 

0 Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timeline for the 
Design and Implementation phases. 

0 SAP Financial Software licenses were purchased in September 2008 for $1.2 million. 

0 At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely ~ 
solution!! in preference toover Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Privileged and Confidential 
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Conclusion 

° Formatted: Font: Not Bold 
0 Although, SAP had become the more likely solution at the time of the oral hearing in"'::><">============< 

October 2008. no final decisions had been made. In addition, the BCUC and interveners · Formatted: Bullets and Numbering 

were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options ... ~N-R6 party inquired further on this aspect of_./ -
other options. ,Having raised the issue, there was no evidentiary .duty on @¥:the CIO or BC _ .... -· 
Hydro to advise the hearing further. · 

Formatted: Highlight 

Formatted: Highlight 

Formatted: Highlight 

BAithough the SAP Financial business case •..vas approved in June 2009 (after the RR/\ oral 
hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
l+Kely-&elution by the October 2008. From a legal, eviden.Ba~s clear the 
SCUC was not informed that SAP had replaced Peoplesoft as th9 preferred solution. That 
said, no final decisions had been made by the hearing and the relative advantages of the 
potential solutions were still under consideration . ..__ ____________ c_____________ m-------------------------······{ Formatted: Font: Not Bold 

BThe issue is whether there was an obligation to raise, unasked, tho SAP probability. The 
ffi&timony specifically stated that there was a possibility of a no~pl~ution. The 
SCUC and interveners were specifically advised that SC Hydro 'Nas looking at Peoplesoft as 
one of the solutions, but was-also looking at other options. Ntrylarty inquired further on this 
aspect of other options. In the circumstances, there was no positive duty on SC Hydro to 
advise the hearing further. 

0 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. an October 2007 
document was submitted to avoid exposing the potential increase in the annual IT&T Capital 
spend and the use of SAP as the default solution. 

Findings: 

0 During the RRA oral hearings, the CIO statec!. that Hydro had established some principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team and the Board 
through.the Audit and Risk Management Committee (ARMC). The BCUC requested the 
document which established these principles. 

0 The' Clb subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT principles for the IT Strategic Plan, which was eventually finalized in 
November 2009. HoweVer, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to the Executive Team.~ 

> The CIO confirms that stating that the ARMC had reviewed the October 2007 IT Strategy 
document was an unintended error. 

0 The May 2008 IT&T Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32- $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the Executive Team and the ARMC. 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 
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0 The CIO stated that he did not file the May 2008 IT&T Update as he believed this document 
was .§lLOperational- update and was !:draft! because it dealt with matters that were still a 
work in progress~ and yet to be determined. 

Conclusion: 
0 As the document submitted to the BCUC does contain the key IT principles used for the+<;-----

eventual IT&T Strategic Plan. the CIO's testimony and filings on this aspect adequately \ 
lied BCH's evidentia res onsibilities. The Ma 2008 IT&T U date was not submitted \ 

se the lnforinaticm was nof -finalized or a ro\led. There was no su estion that the '-. 
Mav 2008 document was withheld 1ef..:.as ·an 'intentional evasion· or with intent deliberate>--... 
e\rasion or intent to to mislead the BCUC: ··--. 

•--------------------------------------------------------------------~.. ·. 
SWhile the reasons for not filing the May 2008 IT&T Update document may not have been ·. 

entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt •.vith matters that were "in progress"and yet to be determined), there Vo'as 
no suggestion of deliberate evasion or intent to mislead,, TThe May 2008 document •nas not 
a "draft" as that term is ordinarily understood. · · · 
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~""'/\s the document submitted to the BCUG does contain tl1o key IT principles used for the 
eventual IT&T Strategic Plan, the GIG's testimdfiy and filings on this aspect adequately fulfilled 
BG H' s evidentiary responsibilities. •------------------------------~~J~-~~~~ :--~~~,~----------------------------------------· ___ .. -{ Formatted: Font: Bold 

Allegation 4: The SAP Enterprise Financial Upgrade project cosfof$14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. ·· 

Findings: 

0 Currently, BC Hydro does not"have a policy on how individual projects that are part of a 
larger initiative 'should b.e reported and approved. This has been previously noted by Audit 
Services and BC Hydro fv1ana9t3me.ntj§developing a policy statement to address this which 
should be completed b{Septerribei 2Q1(l: However, the current practice is that if a project 
within a larger initiative · is considenid ·.discrete and is not dependent on the other 
components of the initiative, the p~ojegt should be reported and approved on its own. 

0 Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project period have been broken out 
separately in the F2011 RRA and included in separate business cases as they are expected 
to benefit future SAP projects such as Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

0 The future potential SAP projects were broken out separately as they represented discrete 
projects in different areas of the business (Distribution and Generation). In both projects, 
SAP represents only 50-60% of the technology solution. 

0 SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects. Therefore, the 
description of these costs as solely being SAP Financial license costs in the F2011 RRA 
was not accurate. 

Conclusion 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 
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o Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consistently with this practice. 

Additional Information 

0 We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

> She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking"--;-

> She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

> She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not 'have wanted the CIO's testimony 
and evidence corrected or supplemented in light of the degree of materiality and 
intervener and BCUC interest in this area; 

Recommendations 
. . . . · .. . . ,._ •. ---·{Formatted: Bullets and Numbering -Be Hydro management should develop addltlonal gmdance to assist w:tnesses determme ·.vhether __________ _::___, 

changes or propose&-ehanges to th-eir-operating and capital budgets included in the RR.-\ application 
should be adjusted and disclosed, 

,..The RRA witness training program_ should consider whether there is a need for guideliiles on "draft" 
documents, defining t.qe same and making clear when they can be filed in the course of a hearing. 

Privileged and Confidential 
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Cc: 
Subject: 

These are fine. 

Rick Prinja, CA 
Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 

From: Honda, Henry 
Sent: 2010, July 13 3:47 PM 
To: Lagnado, Albert; Prinja, Rick 

Prinja, Rick 
Tuesday, July 13, 2010 3:53 PM 
Honda, Henry 
Lagnado, Albert 
RE: Privileged and confidential FW: Revised Memo 

FW: Privileged and confidential FW: Revised Memo 

FYI. I am fine with these. Let me know what you think. I will send out 

From: Avren, David 
Sent: 2010, July 13 3:39 PM 
To: Honda, Henry 
Subject: Privileged and confidential FW: Revised Memo 

Henry: 

I have revised slightly, at the places shown with blue highlighting. 

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

: Honda, Henry 
2010, July 13 2:58 PM 

Tel: 604-623-3611 
Fax: 604-623-3606 
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To: Avren, David 
Subject: Revised Memo 

David, 

Attached is the revised memo, please have a review and confirm that you are comfortable with the changes and that the 
report still represents your legal assessment. I would like to send out another version by end of day. We can discuss the 
wording in Bonita's report and the distribution process once this is finalized. 
Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V6B 5R3 
Phone: 604-623-4108 
E-mail: henrv.honda@bchydro.com 
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,,From: 

Subject: 
Attachments: 

Honda, Henry 
Tuesday, July 13, 2010 3:59 PM 
Reid, Charles; Nagle, Debbie; Aldeguer, Ray 
Avren, David; Lagnado, Albert; Prinja, Rick 
Revised memo-privileged and confidential 
Special Review Draft Memo V4 (Ref llOl).doc 

I have attached the revised memo per our discussions yesterday. This has been reviewed with David Avren. Please 
have a review and let me know if you have any additional comments. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St 
Vancouver, BC, V6B 5R3 
Phone:604-623-4108 
E-mail: henrv.honda@bchvdro.com 

1 



BGilydro m 
FOR GENERATIONS 

To: 

From: 

CC: 

Subject: 

PRIVU,EGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 

(after legal review, memo will be provided to 'tbde of 
Conduct Advisor, Chair of Audit &'Risk Management 
Committee and CFO) -- ' 

Code of Conduct Review 

July 8, 2010 

REF: 11-1 

Background I Allegations 

o The Code of Conduct Advisor has r'equ~sted Audit"'seh!ices to review allegations that the 
BC Utilities Commission (BCUC) was:rrjis1~d at the 2009/10,RRA hearing on the scope and 
cost of the BC Hydro Information Teclihology _a,lld Telecomf'J1unications (IT&1) Strategic 
Plan in general, a!]d on tM EJ:lterprise Financial L!pgra,cie projer:;t specifically, in the following 

way:: A potentialj~crease of$32-$38 milllohin the ~~nual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk 
Management Committee,, i!l _May 2008, was not disclosed by BC Hydro's Chief 
Information Officer (CIQ) during the October 2008 BCUC RRA oral hearing process 
(RRA oral hearings), and should have been. -

)> S~bseqJ~i:rt changes io JTprojects listed in the RRA application were not properly 
disclosed by tf'ieCIO during the RRA oral hearings even though certain projects on 
the list had beeri cancelled or changed at the time. Specifically, SAP had by then 
rer.laced Peoplesoft as the Enterprise Financial Upgrade solution. 

)> The CIO submitted incorrect information when requested by the BCUC to submit a 
document which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 doc;ur:nent \}/as submitted to avoid exposing the potential increase in the annual 
IT&T Capitaispend and the use of SAP as the default solution. 

)> The SAP EntE¥Prise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

o,, Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that w!:tile-the evidence presented during the process at the hearingby the CIO 'Nas not the 

;liest or most complete evidence possible; it met BC Hydro's evidentiary obligations and that 
~~'+?"?J.:--:4:"""~' M,_r~"~"'"-:7:"'"'":"':~';-w" '''/ -' 

Privileged and Confidential 
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the GIG did not misled the BCUC was not misled. . Tihe review also did not sustain the 
allegation that the GIG had intentionally misled the BGUG. 

0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

0 The scope includes the following for each key allegation: 

> Confirm the validity of the information included in the allegations. 

> Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determinewhethe,r BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

> Based on the information obtained, determine if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled, misled the BCUC as alleged. 

o As the allegation relates to a regulatory rate hearing process, Audit Services requested BC 
Hydro Legal Services (Legal Services) oversee this review, and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as 'Nell as a legal assessment of 
whether these requirements were met. The conclusions below incorporate that legal 
assessment. 

General Legal Requirement$ /Internal RRA Oral Hearing Guidance 

0 BC Hydro has anobligation to)nclude information on all items that drive expenditures in a 
regulatory rate application. Applications are typically filed in February/March and are based 
on forecasts which could be as old as six months. 

> Evidentiary updates can f:le filed part way through the Information Request process for 
actual financial information. and material changes to load forecasts which affects rates. 

> If there are errors or substanli;3l changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or file an addendum. 

> Typically, materiality is a factor in deciding whether previously filed information should be 
updated for subsequent changes in forecasted operating and capital costs. 

0 Generally, BC Hydro Regulatory advises witnesses that it is best not to not prematurely 
discuss potential projects or initiatives if their scope and related costs have not yet been 
adequately defined or estimated, ofr if the project has not yet received proper approval. 
However, witnesses are at all times responsible to respond truthfully to all questions. 
Witnesses receive witness training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 



-3-

during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 

Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

>- This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and woUld be dependent on whether the 
IT&T Strategy was approved and developed further: It was 'n()t meant to be a definitive cost 
estimate and was not approved at the time. As stated.in the IT&T Update, the potential 
increase would need to be refined based on busioess priorities and the subsequent 
development of the plans for key IT projects selected. 

I 0 Therefore, it is appears reasonable that the potential increa~e_to the IT&T Capital Spend 
noted in the May 2008 IT&T Update would not be disclosed as part of the RRA oral hearing 
process in October 2008 as these estimated costs were dependent on the future 
development of IT project pjans and were not yet approved . 

. ··•·. ' 

0 Allegation 2: Subsequent changes to IT projects listed in the RRA application were not 
properly disclosed by the CIO :during the RRA oral hearings even though certain projects on 
the list had been cancelled ot'chang€lcl at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterprise Financial :Upgrade solution. 

Findings: 

0 The IT&T Update presented to theARMC on May 22, 2008 states that the Executive Team 
and representatives from the business groups, on May 12, 2008, agreed that for each major 
initiative s to use SSAP will be us'ed as a default solution provided it meets business needs . 

0 Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timeline for the 
Design and Implementation phases. 

0 SAP Financial Software licenses were purchased in September 2008 for $1.2 million. 

0 At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely ~ 
solution~ in preference toover Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of Irrigation. 
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Conclusion 

0 Although, SAP had become the more likely solution at the time of the oral hearing in 
October 2008, no final decisions had been made. In addition, the BCUC and interveners 
were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options. &ffiGe...NAo party inquired further on this aspect of 
other options. ,Having raised the issue, there was no evidentiary duty on Brthe CIO or BC 
Hydro to advise the hearing further. 

8Aithough the SAP Financial business case was approved in June 2009 (after the RRA orar-···· ·· {Formatted: Bullets and Numbering 

hearings), it appears that SAP had become the "default solution" by May 2008 and the more 
likely solution by the Octo&er 2008. From a legal, evidentiary perspective, it is clear the 
BCUC was not informed that SAP had replaced Peopleso:ft as the preferred solution. That 
said, no final decisions had been made by the hearing a[ld the relative advantages of the 
potential solutions were still under consideration. 

8The issue is whether there 'A'as an obligation to raise, unasked, tho SAP probability. Tho 
testimony specifically stated that there was a possibility of a non Pooplesoft sOlution. The 
BCUC and intervenors were specifically advised that BC Hydro was looking at Peoplesoft as 
ooo of the solutions, but was also looking at other options. No party inquired further on this 
aspect of other options. In the circvmstances, there was no positive duty on BC Hydro to 
advise the hearing further. 

•. 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. an October 2007 
document was submitted to avoid exposing the potential increase in the annual IT&T Capital 
spend and the use of SAP as the default solution. 

Findings: 

0 During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team and the Board 
through theAuditFand Risk Management Committee (ARMC). The BCUC requested the 
document which established these principles. 

0 The ClO subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT principles for the IT Strategic Plan, which was eventually finalized in 
November 2009. However, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to the Executive Team.,. 

> The CIO confirms that stating that the ARMC had reviewed the October 2007 IT Strategy 
document was.ail unintended error. 

0 The May 2008 IT&T Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32 - $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the Executive Team and the ARMC. 

Privileged and Confidential 
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0 The CIO stated that he did not file the May 2008 IT&T Update as he believed this document 
was .§D_operational- update and was ~draft! because it dealt with matters that were still a 
work in progress~ and yet to be determined. 

Conclusion: 
0 As the document submitted to the BCUC does contain the key IT principles used for the-------{ Formatted: Bullets and Numbering 

eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidentiary responsibilities. The May 2008 IT&T Update was not submitted 
because the information was not finalized or approved. There was no suggestionevidence __ Formatted: Not Highlight 

.that the May 2008 document was withheld ef-as an intentional evasion or with intent________ Formatted: Not Highlight 

deliberate evasion or intent to to mislead the BCUC. 

BWhile the reasons for not filing the May 2008 IT&T Update document may not have been 
entirely suited to the circumstances (e.g. interpreting the May 2008 document as "draft" 
because it dealt 'Nith matters that 1uere "in progress"and yet to be determined), there was 
no suggestion of deliberate evasion or intent to mislea_a. TThe May 2008 document was not 
a "draft" as that term is ordinarily understood. · 

njl,s the document submitted to the SCUC does· contain tt'ie key IT principles used for the 
eventual IT&T Strategic Plan, the GIG's testimony-and filings on this aspect adequately fulfilled 
BCH's e';identiary responsibilities. · · 

Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 rpiflion. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. · 

Findings: 

o Currently, BC Hydrc{ does not.have a policy on how individual projects that are part of a 
larger initiative 'shoul<:l be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
should be completed by September 2010. <Hbwever, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
components of the initiative, th-eproject should be reported and approved on its own. 

0 Certain SAP related costs such asthe SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project period have been broken out 
separately in the F2011 RRA and included in separate business cases as they are expected 
to benefit future SAP projects such as Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

0 The future potential SAP projects were broken out separately as they represented discrete 
projects in different areas of the business (Distribution Field Operations and Generation). In 
both projects, SAP represents only 50-60% of the technology solution. 

0 SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other potential projects. Therefore, the 
description of these costs as solely being SAP Financial license costs in the F2011 RRA 
was not accurate. 

Conclusion 

Privileged and Confidential 
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D Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consistently with this practice. 

Additional Information 

D We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

,. She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking-'-f 

,. She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

,. She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented light of the degree of materiality and 
intervener and BCUC interest in this area; 

Recommendations 

-Be Hydro management should develop additional guidance to assist ~;itnesses determine v!hether······{ Formatted: Bullets and Numbering 

changes or proposed changes to their operating and capital budgets il}cluded in the RRt\ application 
should be adjusted and disclose( 

~The R.TLJ\: witness training progi:am should consider 'il'hether there is a need for guidelines on "draft" 
documents, defining the.same and making clear V\hen they can be filed in the COUFSe of a hearing. 

Privileged and Confidential 
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:ent: 
o: 

Cc: 
Subject: 

:Reid, Charles <Cha~les.Reid@bchydro.com> 
Tuesday, July f3, 2Cll0 4:06 PM 
Honda, Henry; Nagle, Debbie; Aldeguer, Ray 
Avren, David; Lagnado, Albert; Prinja, Rick 
RE: Revised memo-privileged and confidential 

Thanks, I think this represents the situation more accurately. Well done. 

Charles 

From: Honda, Henry 
Sent: 2010, July 13 3:59 PM 
To: Reid, Charles; Nagle, Debbie; Aldeguer, Ray 
Cc: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Revised memo-privileged and confidential 

I have attached the revised memo per our discussions yesterday. This has been reviewed with David Avren. Please 
have a review and let me know if you have any additional comments. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
'3C Hydro 

"2th Floor -333 Dunsmuir St. 
, BC, V6B 5R3 

604-623-41 08 
E-mail: henry.honda@bchydro.com 
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o: 
Cc: 
Subject: 

, Aldeguer, Ray 
Tuesday, July 13, 2010 4:10 PM 
Honda, Henry; Reid, Charles; Nagle, Debbie 
Avren, David; Lagnadof Albert; Prinja, Rick 
RE: Revised memo-privileged and confidential 

I have no further comments except to express my appreciation for the diligent and thoughtful efforts of those 
involved. Cheers. 

From: Honda, Henry 
Sent: 2010, July 13 3:59 PM 
To: Reid, Charles; Nagle, Debbie; Aldeguer, Ray 
Cc: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Revised memo-privileged and confidential 

I have attached the revised memo per our discussions yesterday. This has been reviewed with David Avren. Please 
have a review and let me know if you have any additional comments. Thanks again. 

Henry 

Henry Honda, CA, CPA {Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 

BC, V6B 5R3 
604-623-41 08 
henrv.honda@bchydro.com 

1 



o: 
Cc: 
Subject: 
Attachments: 

Honda, Henry 
Wednesday, July 14, 2010 4:52 PM 
Prinja, Rick 
Lagnado, Albert 
FW: Privileged and confidential - Revenue requirements related issue 
Special Review Draft Memo V4 (Ref 1101).doc 

FYI. David has sent this to Bonita. 

Henry 

From: Avren, David 
Sent: 2010, July 14 4:05 PM 
To: Advisor, Code of Conduct 
Cc: Honda, Henry 
Subject: Privileged and confidential - Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and confidential. 

If you have any questions, please contact Henry or myself. Henry will be away on AV starting Friday and myself starting 
Monday, so either before then or in August when we're back. 

ards, 

David 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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ydro m 
FOR GEI\JERATIO~~S 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 

(after legal review, memo will be prdvided to Code of 
Conduct Advisor, Chair of Audit& .Risk Management 
Committee and CFO) 

July 8, 2010 

REF: 11-1 

Subject: Code of Conduct Review 

Background I Allegations 

o The Code of Conduct Advisor has requested Audit Services to review allegations that the 
BC Utilities Commission (BCUC) wasffi.isied ?t the 2009/10 RRA hearing on the scope and 
cost of the BC Hydro Information Techhology and Telecommunications (IT&T) Strategic 
Plan in general, and. on thE! E;nterprise Fif1ancii:l1Qpgrade proje~t specifically, in the following 

; - ~ - ' .· ' ' ·.. .. ' 

ways: 

> A potential ir~crease of$32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T u·pdc:1te on· Strategy Development provided to the Audit and Risk 
Management Committee: in Mi3Y 2008, yvas not disclosed by BC Hydro's Chief 
Information Officer (CIO) during the Oclooer 2008 BCUC RRA oral hearing process 
(RRA, qral hearings); and should have been. . . . . ;-., . . ~ 

,_ . Subsequent changes t~ lfprojects listed in the RRA application were not properly 
disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had been cancelled or changed at the time. Specifically, SAP had by then 
replaced Peoplesoft as the Enterprise Financial Upgrade solution. 

. . 

> The CIO submitted 'incorrect information when requested by the BCUC to submit a 
document which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 document was submitted to avoid exposing the potential increase in the annual 
IT&T Capitalspel1d and the use of SAP as the default solution. 

> The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that the evidence presented during the process met BC Hydro's evidentiary obligations and 
that the BCUC was not misled. 
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0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

0 The scope includes the following for each key allegation: 

,_ Confirm the validity of the information included in the allegations. 

,_ Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

>- Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

>- Based on the information obtained, determine .if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled the spuc as alleged. 

0 As the allegation relates to a regulatory rate tiekar1ng process, Audit Services requested BC 
Hydro Legal Services (Legal Services) oversee this review;. and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as well as a legal assessment of 
whether these requirements were met. The conclusions below incorporate that legal 
assessment. 

General Legal Requirements /Internal RRA Oral Hearing Guidance 

D BC Hydro has an obligation to include information on all items that drive expenditures in a 
regulatory rate applicati9rCApplications are typically filed in February/March and are based 
on forecasts which could be as old as six months. 

,_ Evidentiary updat$~ can be",filed part way through the Information Request process for 
actual financial iriforrhatiori c:md material changes to load forecasts which affects rates. 

>- If there are errors dr substantial ~ha'riges to forecasts, BC Hydro can introduce the 
correction or change througry Information Request responses or file an addendum. 

,_ Typically, materiality is a faetor in deciding whether previously filed information should be 
updated for subsequent changes in forecasted operating and capital costs. 

D Generally, BC Hydro Regulatory advises witnesses to not prematurely discuss potential 
projects or initiatives if their scope and related costs have not yet been adequately defined 
or estimated, or if the project has not yet received proper approval. However, witnesses are 
at all times responsible to respond truthfully to all questions. Witnesses receive witness 
training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 
during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 
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Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

~ This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and IJVOUid be dependent on whether the 
IT&T Strategy was approved and developed further.ltwas not meant to be a definitive cost 
estimate and was not approved at the time. As stated in the IT&T Update, the potential 
increase would need to be refined based >ofl "busine5$. priorities and the subsequent 
development of the plans for key IT projects 'Seiected. 

0 Therefore, it is reasonable that the potential increase to the IT&T Capital Spend noted in the 
May 2008 IT&T Update would not be disclosed as parfofthe RRA oral hearing process in 
October 2008 as these estimated costs were dependent on the future development of IT 
project plans and were not yet approved. · 

0 Allegation 2: Subsequent changes to IT projects listed in the RRA application were not 
properly disclosed by the CIQ during the RRA oral hearings even though certain projects on 
the list had been cancelled cmc:hanged at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterprise Financial Upgrade solution. 

Findings: 

0 The IT&T Update presented t6 th~ AAMG ot(May 22, 2008 states that the Executive Team 
and representatives from the~ business groups, on May 12, 2008, agreed that for each major 
initiative SAP will be used as' a ~ef'i!ult solution provided it meets business needs . 

0 Accenture had been contracted i~ August 2008 to define a clear roadmap for an SAP 
Financial system including reso~;~fce requirements, budget and an overall timeline for the 
Design and Implementation phases. 

0 SAP Financial Software licenses were purchased in September 2008 for $1.2 million for the 
Accenture roadmap project. 

0 At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely solution over 
Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 
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0 Although, SAP had become the more likely solution at the time of the oral hearing in 
October 2008, no final decisions had been made. In addition, the BCUC and interveners 
were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options. No party inquired further on this aspect of other 
options. Having raised the issue, there was no evidentiary duty on the CIO or BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. an October 2007 
document was submitted to avoid exposing the potential increase in the annual IT&T Capital 
spend and the use of SAP as the default solution. 

Findings: 

0 During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team and the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC requested the 
document which established these principles. 

0 The CIO subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT principles for the IT Strategic Plan, which was eventually finalized in 
November 2009. However, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to the Executive Team. 

> The CIO confirms that stating that the ARMG had reviewed the October 2007 IT Strategy 
document was an unintended error. 

0 The May 2008 IT&T Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increasein IT&T Capital spend of $32- $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the Executive Team and the ARMC. 

0 The CIO stated thathedid not file the May 2008 IT&T Update as he believed this document 
was an operational update and was draft because it dealt with matters that were still a work 
in progress. 

Conclusion: 
D As the document submitted to the BCUC does contain the key IT principles used for the 

eventual IT&TStrategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidenttary responsibilities. The May 2008 IT&T Update was not submitted 
because the inforfrlation was not finalized or approved. There was no evidence that the May 
2008 document was withheld as an intentional evasion or with intent to mislead the BCUC. 

Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Findings: 

D Currently, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
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should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
components of the initiative, the project should be reported and approved on its own. 

0 Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project period have been broken out 
separately in the F2011 RRA and included in separate business cases as they are expected 
to benefit future SAP projects such as Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

o The future potential SAP projects were broken out separately as they represented discrete 
projects in different areas of the business (Field Operations and Generation). In both 
projects, SAP represents only 50-60% of the technology solution. 

0 SAP Financials licenses costs were also broken out $f?parately in the F2011 RRA but these 
costs represented partial or full licensing for other projects. Therefore, the description of 
these costs as solely being SAP Financial licens~' costs in Jhe F2011 RRA was not accurate. 

Conclusion 

0 Based on BC Hydro's practice in place at the time ofthe.RRA application, the SAP projects 
and costs have been reported consistently with this practice" 

,, -t:1 < 

Additional Information 

0 We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation.· B-ased on her review, she concluded that: 

;. She was contenf with the CIO's answers at the RRA oral hearing and his response to 
the undertaking. 

> She believed that the CIO w_oulq have hadan obligation to inform the BCUC about SAP 
becoming the preferred solution fortfi¢ Enterprise Financial Upgrade Project had he 
been specifically asked but f1e was never asked this question; 

> She further indicated that afterreViewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented in light of the degree of materiality and 
intervener and BCUC interest in this area. 
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hydro m 
FOR GE!'JERATIONS 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 

(after legal review, memo will be provided to Code of 
Conduct Advisor, Chair of Audit & Risk Management 
Committee and CFO) 

July 8, 2010 

REF: 11-1 

Subject: Code of Conduct Review 

Background I Allegations 

0 The Code of Conduct Advisor has requested Audit Services to review allegations that the 
BC Utilities Commission (BCUC) was misled at the 2009/10 RRA hearing on the scope and 
cost of the BC Hydro Information Technology and Telecommunications (IT&T) Strategic 
Plan in general, and on the Enterprise Financial Upgrade project specifically, in the following 
ways: 

> A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk 
Management Committee in May 2008, was not disclosed by BC Hydro's Chief 
Information Officer (CIO) during the October 2008 BCUC RRA oral hearing process 
(RRA oral hearings), and should have been. 

> Subsequent changes to IT projects listed in the RRA application were not properly 
disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had been cancelled or changed at the time. Specifically, SAP had by then 
replaced Peoplesoft as the Enterprise Financial Upgrade solution. 

> The CIO submitted incorrect information when requested by the BCUC to submit a 
document which establishes principles for the IT&T Strategic Plan, viz. an October 
2007 document was submitted to avoid exposing the potential increase in the annual 
IT&T Capital spend and the use of SAP as the default solution. 

> The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

0 Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that the evidence presented during the process met BC Hydro's evidentiary obligations and 
that the BCUC was not misled. 
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0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she would not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

D The scope includes the following for each key allegation: 

>- Confirm the validity of the information included in the allegations. 

>- Clarify the legal requirements or internal policies/guidance for the applicable item for 
disclosure to the BCUC. 

> Based on the information obtained, determine whether BC Hydro and the CIO complied 
with the legal requirements and internal policies/guidance. 

» Based on the information obtained, determine if BC Hydro's evidence, and in particular 
the CIO's testimony and filings, misled the BCUC as alleged. 

0 As the allegation relates to a regulatory rate hearing process, Audit Services requested BC 
Hydro Legal Services (Legal Services) oversee this review, and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as well as a legal assessment of 
whether these requirements were met. The conclusions below incorporate that legal 
assessment. 

General Legal Requirements /Internal RRA Oral Hearing Guidance 

o BC Hydro has an obligation to include information on all items that drive expenditures in a 
regulatory rate application. Applications are typically filed in February/March and are based 
on forecasts which could be as old as six months. 

>- Evidentiary updates can be filed part way through the Information Request process for 
actual financial information and material changes to load forecasts which affects rates. 

> If there are errors or substantial changes to forecasts, BC Hydro can introduce the 
correction or change through Information Request responses or file an addendum. 

> Typically, materiality is a factor in deciding whether previously filed information should be 
updated for subsequent changes in forecasted operating and capital costs. 

0 Generally, BC Hydro Regulatory advises witnesses to not prematurely discuss potential 
projects or initiatives if their scope and related costs have not yet been adequately defined 
or estimated, or if the project has not yet received proper approval. However, witnesses are 
at all times responsible to respond truthfully to all questions. Witnesses receive witness 
training prior to the RRA hearings. 

Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 
during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. 
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Findings: 

0 An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and · 
Risk Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT&T Strategy. 

> This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was not finalized until November 
2009. 

Conclusion: 

0 At the time of the RRA oral hearings, the potential $32-$38 million annual increase was a 
management estimate for information purposes and would be dependent on whether the 
IT&T Strategy was approved and developed further. It was not meant to be a definitive cost 
estimate and was not approved at the time. As stated in the IT&T Update, the potential 
increase would need to be refined based on business priorities and the subsequent 
development of the plans for key IT projects selected. 

0 Therefore, it is reasonable that the potential increase to the IT&T Capital Spend noted in the 
May 2008 IT&T Update would not be disclosed as part of the RRA oral hearing process in 
October 2008 as these estimated costs were dependent on the future development of IT 
project plans and were not yet approved. 

0 Allegation 2: Subsequent changes to IT projects listed in the RRA application were not 
properly disclosed by the CIO during the RRA oral hearings even though certain projects on 
the list had been cancelled or changed at the time. Specifically, SAP had by then replaced 
Peoplesoft as the Enterprise Financial Upgrade solution. 

Findings: 

0 The IT&T Update presented to the ARMC on May 22, 2008 states that the Executive Team 
and representatives from the business groups, on May 12, 2008, agreed that for each major 
initiative SAP will be used as a default solution provided it meets business needs . 

0 Accenture had been contracted in August 2008 to define a clear roadmap for an SAP 
Financial system including resource requirements, budget and an overall timeline for the 
Design and Implementation phases. 

D SAP Financial Software licenses were purchased in September 2008 for $1.2 million for the 
Accenture roadmap project. 

0 At the RRA oral hearings, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely solution over 
Peoplesoft. 

0 Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 
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D Although, SAP had become the more likely solution at the time of the oral hearing in 
October 2008, no final decisions had been made. In addition, the BCUC and interveners 
were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options. No party inquired further on this aspect of other 
options. Having raised the issue, there was no evidentiary duty on the CIO or BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. an October 2007 
document was submitted to avoid exposing the potential increase in the annual IT&T Capital 
spend and the use of SAP as the default solution. 

Findings: 

D During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the BC Hydro Executive Team and the Board 
through the Audit and Risk Management Committee (ARMC). The BCUC requested the 
document which established these principles. 

D The CIO subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT principles for the IT Strategic Plan, which was eventually finalized in 
November 2009. However, this document was not presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to the Executive Team. 

> The CIO confirms that stating that the ARMC had reviewed the October 2007 IT Strategy 
document was an unintended error. 

D The May 2008 IT&T Update also contains a brief summary of the key principles for the IT 
Strategic Plan but was not submitted in response to the BCUC request. As noted above, 
this document does include the potential increase in IT&T Capital spend of $32- $38 million 
per year and does state that SAP will be used as a default solution. This document was 
presented to the Executive Team and the ARMC. 

0 The CIO stated that he did not file the May 2008 IT&T Update as he believed this document 
was an operational update and was draft because it dealt with matters that were still a work 
in progress. 

Conclusion: 
0 As the document submitted to the BCUC does contain the key IT principles used for the 

eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidentiary responsibilities. The May 2008 IT&T Update was not submitted 
because the information was not finalized or approved. There was no evidence that the May 
2008 document was withheld as an intentional evasion or with intent to mislead the BCUC. 

Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Findings: 

0 Currently, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 
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should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
components of the initiative, the project should be reported and approved on its own. 

D Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project period have been broken out 
separately in the F2011 RRA and included in separate business cases as they are expected 
to benefit future SAP projects such as Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

D The future potential SAP projects were broken out separately as they represented discrete 
projects in different areas of the business (Field Operations and Generation). In both 
projects, SAP represents only 50-60% of the technology solution. 

D SAP Financials licenses costs were also broken out separately in the F2011 RRA but these 
costs represented partial or full licensing for other projects. Therefore, the description of 
these costs as solely being SAP Financial license costs in the F2011 RRA was not accurate. 

Conclusion 

D Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consistently with this practice. 

Additional Information 

D We also requested BC Hydro's Chief Regulatory Officer to review all the relevant information 
related to the allegation. Based on her review, she concluded that: 

,. She was content with the CIO's answers at the RRA oral hearing and his response to 
the undertaking. 

,. She believed that the CIO would have had an obligation to inform the BCUC about SAP 
becoming the preferred solution for the Enterprise Financial Upgrade Project had he 
been specifically asked but he was never asked this question; 

;. She further indicated that after reviewing all the relevant facts, and had she had full 
knowledge at the time of the hearing, she would not have wanted the CIO's testimony 
and evidence corrected or supplemented in light of the degree of materiality and 
intervener and BCUC interest in this area. 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 



Cc: 

Subject: 

Prinja, Rick 
Wednesday, July 14, 2010 5:05 PM 
Honda, Henry 
Lagnado, Albert 
Re: Privileged and confidential - Revenue requirements related issue 

We should have a wrap party on this one:-) 

From: Honda, Henry 
To: Prinja, Rick 
Cc: Lagnado, Albert 
Sent: Wed Jul14 16:51:38 2010 
Subject: FW: Privileged and confidential- Revenue requirements related issue 

FYI. David has sent this to Bonita. 

Henry 

From: Avren, David 
Sent: 2010, July 14 4:05 PM 
To: Advisor, Code of Conduct 
Cc: Honda, Henry 

•n,~:.rr• Privileged and confidential- Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and confidential. 

If you have any questions, please contact Henry or myself. Henry will be away on AV starting Friday and myself starting 
Monday, so either before then or in August when we're back. 

Regards, 

David 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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o: 
Cc: 
Subject: 

Honda, Henry 
Wednesday, July 14, 2010 5:12 PM 
Prinja, Rick 
Lagnado, Albert 
RE: Privileged and confidential - Revenue requirements related issue 

Thanks everyone for your work on this. Much appreciated. 

Henry 

From: Prinja, Rick 
Sent: 2010, July 14 5:05PM 
To: Honda, Henry 
Cc: Lagnado, Albert 
Subject: Re: Privileged and confidential - Revenue requirements related issue 

We should have a wrap party on this one:-) 

From: Honda, Henry 
To: Prinja, Rick 
Cc: Lagnado, Albert 
Sent: Wed Jul14 16:51:38 2010 

ect: FW: Privileged and confidential- Revenue requirements related issue 

FYI. David has sent this to Bonita. 

Henry 

From: Avren, David 
Sent: 2010, July 14 4:05PM 
To: Advisor, Code of Conduct 
Cc: Honda, Henry 
Subject: Privileged and confidential - Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and confidential. 

If you have any questions, please contact Henry or myself. Henry will be away on AV starting Friday and myself starting 
Monday, so either before then or in August when we're back. 

Regards, 

David 

. David S. A vren 
Director of Legal Services 

Tel: 604-623-3611 
Fax: 604-623-3606 
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BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 
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Lagnado, Albert 

From: 
Sent: 
To: 
Cc: 
Subject: 

Sounds good ... thanks Henry!! 

Debbie Nagle 
Chief Human Resources Officer 
BC Hydro 
333 Dunsmuir 
Vancouver, BC 
V6B 5R3 

Phone: 604-623-4447 
Cell: 604-37 4-2700 
Fax: 604-623-4155 

Nagle, Debbie 
2010, July 15 6:59AM 
Honda, Henry; Aldeguer, Ray; Reid, Charles 
Avren, David; Lagnado, Albert; Prinja, Rick · 
RE: Revised memo-privileged and confidential 

E-mail: debbie.nagle@bchydro.com 

From: Honda, Henry 
Sent: 2010, July 14 11:57 PM 
To: Nagle, Debbie; Aldeguer; Ray; Reid, Charles 
Cc: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Re: Revised memo-privileged and confidential 

Debbie 

Thanks. I double-checked with the team on the SAP license referred to in allegation #2. This license was actually a SAP 
Financial license and was required for the blue-print I road map process which is discussed in that section. Therefore, we 
can't change that reference but have have added that the license was required for the blue-print phase. · 
I hope that clarifies. Thanks 

Henry 

From: Nagle, Debbie 
To: Aldeguer, Ray; Honda, Henry; Reid, Charles 
Cc: Avren, David; Lagnado, Albert; Prinja, Rick 
Sent: Wed Jul 14 19:32:23 2010 
Subject: RE: Revised memo-privileged and confidential 

FYI: I gave a suggested change to Henry (conclusion under allegation #2). 
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Charles: per our discussion I asked Henry to confirm all references to SAP Licences (enterprise versus financial) he will 
make the appropriate correction to reflect that the $1.2 in licences purchased were enterprise licences (allegation #2 
findings). 

Thanks, 

Debbie Nagle 
Chief Human Resources Officer 
BC Hydro 
333 Dunsmuir 
Vancouver, BC 
V6B 5R3 

Phone: 604-623-4447 
Cell: 604-37 4-2700 
Fax: 604-623-4155 
E-mail: debbie.nagle@bchydro.com 

From: Aldeguer, Ray 
Sent: 2010, July 13 4:10PM 
To: Honda, Henry; Reid, Charles; Nagle, Debbie 
Cc: Avren, David; Lagnado, Albert; Prinja1 Rick 
Subject: RE: Revised memo-privileged and confidential 

I have no further comments except to express my appreciation for the diligent and thoughtful efforts of those 
involved. Cheers. 

From: Honda, Henry 
Sent: 2010, July 13 3:59 PM 
To: Reid, Charles; Nagle, Debbie; Aldeguer, Ray 
Cc: Avren, David; Lagnado, Albert; Prinja, Rick 
Subject: Revised memo-privileged and confidential 

I have att13ched the revised memo per our discussions yesterday. This has been reviewed with David Avren. Please 
have a review and let me know if you have any additional comments. Thanks again. 

Henry 

Henry Honda, CA, CPA (Illinois) 
Director, Audit Services 
BC Hydro 
12th Floor -333 Dunsmuir St. 
Vancouver, BC, V68 5R3 
Phone: 604-623-41 08 
E-mail: henrv.honda@bchydro.com 
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From: Twaites, Loretta <Loretta.Twaites@bchydro.com> 
Sent: Jul-21-2010 07:50:49 am 
To: Aldeguer, Ray <Ray.Aldeguer@bchydro.com> 
Cc: 
Bee: 
Subject: Voice Mail from David Avren- not urgent just fyi 

Hi Ray, 

David left you a voice mail re the audit matter; report was sent to Bonita and she responded with 
thank you and no further comments. David comments further on the matter and I left the message 
there for you to listen to later. Thanks. 

Loretta 

Loretta Twaites 

Administrative Assistant 

Finance & Corporate Resources 

Telephone: 604-623-4514 

Fax: 604-623-4155 



Avren, David 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Bonita, 

Honda, Hen!)' 
2010, August 1611:06 AM 
Advisor, Code of Conduct 
Avren, David 

. Privileged and confidential 
Special Revfew Draft Memo V4 (Ref 110l).doc 

David Avren has asked me to send you the report again on his behalf. Please let David know if you have any questions 
on the report. Thanks again and enjoy the rest of the summer. · 

Henry 

From: Advisor, Code of Conduct 
Sent: 2010, August 05 4:57PM 
To: Honda/ Henry 
Subject: Re: Privileged and confidential - Revenue requirements related issue 

Would you mind please re sending me the report. Thanks Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

From: Honda,. Henry 
To: Avren1 David; Advisor1 Code of Conduct 
Sent: Wed Aug 04 16:10:44 2010 
Subject: RE: Privileged and confidential - Revenue requirements related issue 

Bonita, 

Hope things are well. I wanted to confirm whether you had any questions I comments on the report below sent to you by 
David Avren. We will be providing a copy of this report to the Chair of the Audit &. Risk Management Committee next 
month. Hope you are enjoying the summer. · · 
Thanks 

Henry 

From: Avren1 David 
Sent: 20101 July 14 4:05 PM 
To: Advisor, COde of Conduct 
Cc: Hondar Henry 
Subject: Privileged and confidential - Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and confidential. 

If you have any questions, please contact Hen!)' or myself. Henry will be away on AV starting Friday and myself starting 
Monday, .so either before then or in August when we're back. 

1 



Regards, 

David 

J. DavidS. Avren 
· Director of Legal Services 

BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 

2 
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FOR GENERATIONS 

To: 

From: 

CC: 

PRIVILEGED AND CONFIDENTIAL 

Inter-office memo 
David Avren, Director Legal Services 

Henry Honda, Director Audit Services 
f :,:'\. 

( .::/ ···~ ··· .. ,, 
(after legal review, memo will be provided jo Cod€( :of, 
Conduct Advisor, Chair of Audit & Risk M.~'n}~g_emen_L.\, 
Committee and CFO) /,. · · · · '···-... 

July 8, 2010 

REF: 11-1 

Subject Code of Conduct Review .. , 

Background I Allegations . ... < 
'-.... · ·., .. ··•.•. '•,' ·,, 

o The Code of Conduct Advisor ha$ \r~que·;;t~~ Audit Servipes, to review allegations thaf. the 
BC Utifities Commission (BCUC) W~p'(Tlisleg~_E!t:tre 2009/1o:~RRA_h;earing on the scope and 
cost of the BC Hydro Information T~·chnolog(·an<:J.._TelecomDj)lnications (IT&T) Strategic 
Plan in general, and on the Enterprise''fih?nciai/,Upgrade proj~8t specifically, in the following 
ways: ,-"~ •.. : <\ \\(< .// '· .. :_~'··) 

,.. A potential increase of.$32-$38 mllfion"in the annual IT&T Capital plan, as noted in 
an IT&T dfRdate ·'orr Strategy Deyei<;Jpment provided to the Audit and Risk 
~M~m~gl?~:~nfC~mmJttf'~ in . May 200.~;\~as not disclosed by BC Hy.dro's Chief 

. ln,format!p,rr9.tfJ~e(, (Cjq}d!Jfi_ng the Oct~_l;)er 2008 BCUC RRA oral heanng process · 
: ARRA orar·hE?a'i·ihgs);·~ndsb~Lii~"Mav('};been. 

~.;: _ _'\subsequent ~ll~'ri~~~~'fo:JT p~~]ect~·::fisted in the RRA application were ,not properly 
·,dts'cl~sed by the''C;Jo.:'d!Jring t~~ RRA oral hearings even though certain projects on 
the list. had been caric.:elled~h( changed at the time. Specifically, SAP had by then 
repl~cE;;d·~eoplesoft',as\th~)E.nterprise Financial Upgrade solution .. 

~ The CIO'-·sJbr,nitted/inqbr~ect information when requested by the BCUC to submit a 
document WQibh.;.e{stgolishes principles for the IT&T Strategic Plan, viz. an October 
2.007 documeh(yv~s·submitted to avoid exposing the potential increase in the annual 
IT&T Capital spena and the use of SAP as the default solution.· 

>- The SAP Enterprtse Financial Upgrade project cost of $14.1 million, as reported in the 
F2011 RRA, is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, ha.s ·beeh broken down to discrete 
projects, none exceeding $20 million. 

Summary Conclusion 

D Audit Services worked jointly with Legal Services to review the allegations. It is concluded 
that the evidence presented during the process met BC Hydro's evidentiary obligations and 
that the BCUC was not misled. 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepareq in anticipation of litigation. 
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0 In addition, BC Hydro's Chief Regulatory Officer has reviewed the relevant information and 
concluded that even with full knowledge of all the facts at the time, she vyould not have 
wanted the CIO's testimony and evidence corrected or supplemented in light of the degree 
of materiality and intervener and BCUC interest in this area. 

Review Scope 

o· The scope includes the following for each l<ey allegation: 

:r Confirm the .validity of the information included in the allegatio~.s\ 

:r Clarify the legal requirements or internal policies/guidance for' fht? applicable item for 
disclosure to the BCUC. 

:r Based on the information obtained, determine whethersc··f-ij{]r.p and the C!O complied 
with the legal requirements and internal poficies/guidaoi;;e. ·· .... · \\. 

',\ '"·, ,:;..,. 

>- Based on the information obtained, determine if BC Hydro's evidence,. and in particular 
the CIO's testimony and filings, misled the BCUC as alleged. · · 

0 As the allegation relates to a regulatory rate hearing process, Audit Servi~e~ r~q,~ested BC 
Hydro Legal Services (Legal Services) oversee this review, and provide clarification on the 
legal/evidentiary requirements at regulatory rate hearings as well as a lega( assessment of 
whether these requirements wer~> met. The conclusions below incorporate that legal 
assessment. · ':•·, 

General Legal Requirements /Internal ~ftA·O~~~ He~ring Guidance 

o BC Hydro has an obligation to include i~f~rm~tio·~· ·~~ ~lf:it$.rhs that drive expenditures in a 
regulatory rate application. Applications are·typically filed;i'n February/March and are based 

• \ 0 •• ,. 

on forecasts which could be as old as six months. 
' \,\ 

> Evidentiary updates can be filed part way._thr.9ugh the Information Request process for 
actual financial information and material changes to load forecasts which affects rates. 

f,,/ 

> If there ,·are- errors or substantial changes to forecasts, BC Hydro can introduce the 
c9rrectiori'-or.J;;h-iinge through Information Request responses or file an addendum. 
/j'' ·< ,''.., 

:-- ·Typically, materiali,fy''i~ a factor in deciding whether previously filed information should be 
·> updated for sllbseqyenr changes in forecasted operating and capital costs. 

\, -:",. \ '·:, 

o Generaily, , BC Hydro R~gulatory advises witnesses to not prematurely discuss potential 
projects or' inJtfa~ves if t~1~ir scope and related costs have not yet been adequately defined 
or estimated, 'oc ifti~e pr,qject has not yet received proper approval. However, witnesses are 
at a·ll times resp~nsigle to respond truthfully to all questions. Witnesses receive witness 
training prior to th~~RA hearings. 

·-
Review Results for Each Allegation 

Allegation 1: A potential increase of $32-$38 million in the annual IT&T Capital plan, as noted in 
an IT&T Update on Strategy Development provided to the Audit and Risk Management 
Committee in May 2008, was not disclosed by BC Hydro's Chief Information Officer (CIO) 
during the October 2008 BCUC RRA oral hearing process (RRA oral hearings), and should 
have been. · 

Privileged and Confidential 
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Findings: 

o An IT&T Update on Strategy Development (IT&T Update) was presented to the Audit and 
Risl< Management Committee (ARMC) of the Board on May 22, 2008 and stated that an 
incremental amount of $32-$38 million per year may be required for IT&T Capital over the 
next three years based on the elements of the proposed IT & T Strategy. 

> This IT&T Update was not meant to be the final IT&T Strategy but was meant to provide 
the ARMC with an overview of-the proposed strategy and a summary of initial directions 
and recommendations. The actual IT&T Strategic Plan was notJinalized until November 
2009. /:.~:' 

,·?· 
Conclusion: ., ·\. . / ..... ........ 

0 At the time of the RRA oral hearings, the potential $32::4?~ mll{ipo''lnnual increase was a 
management estimate for information purposes and wolllfl be deRenclent on whether the 
IT&T Strategy was approved and developed further. It was 'not meant-t9'b~ a definitive cost 
estimate and was not approved at the time. As stated in the IT&T LJpp?t~, the potential 
increase would need to be refined based on business priorities and'-th'e.· ~Clbsequent 
development of the plans for key IT projects selected. · . i ' 

d·/ 

Q 'Therefore, it is reasonable that the potential increase to the IT&T Capital Spend noted in the 
May 2008 IT&T Update would not ~e.c;IJsclosed as part of the RRA oral hearing process in 
October 2008 as these estimated c'osts···w~re dependent on the future development of IT 
project plans and were not yet approv~p,<-.. :,.>:-:-· ... 

' . \(\ ···~<..:,~:~:: <·'\~_::··-:: ~' 

o Allegation 2: Subsequent changes to i1\proie..cts··li~tea)n}the RRA application were not 
properly disclosed by the CIO during the RRfr«·oral hearings even though certain projects on 

· the )ist had been cancelled or changed at th;~ time. Sp~'6ifically, SAP had by then replaced 
Peoplesoft as tlie Enterprise Financial Upgra(fi;? solution. 

'. "· . 
Findings: /./ 

D The IT&T)Jpdate~_presented to the ARMC on May 22, 2008 states that the Executive Team 
and rE?pfesentat[vesjrom the business groups, on May 12, 2008, agreed that for each major 
init(§thie SAP wili'b~ u'sed as a default solution provided it meets business needs . 

.. (·· ;'"'.I'\. ~. ' .. ; ... 
D ~cc~hture had· been ·contracted in August 2008 to define a clear roadmap for an SAP 

Financl.~l··system includ"fng\ resource requirements; budget and an overall timeline for the 
Design a'ri,d'"lm plementatf'cin) phases.· 

. .,,, ;- ·\. I :; 

D SAP Financial:Sq_ftware .JisJmses were purchased in September 2008 for $1.2 million for: the 
Accenture roaC!rru3p,_pcof,et:t. . 

:,_ ' )..';, ./ 

D At the RRA ora1 h1~jttf~gs, the CIO stated that there was a possibility of a non-Peoplesoft 
solution for the Enterprise Financial Upgrade project. The BCUC was advised that BC Hydro 
was 'looking at Peoplesoft as one of the solutions, but was also looking at other options'. 
The CIO did not specifically raise SAP's status as the preferred or more likely solution over 
~o~eso~ · 

o Accenture delivered the SAP roadmap in early 2009 and the SAP Enterprise Financial 
Upgrade (SAP Financial) business case was approved in June 2009. 

Conclusion 

Privileged and Confidential 
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0 Although, SAP had become the more likely solution at the time of the oral hearing in 
OctobE;r 2008, no final decisions had been made. In addition, the BCUC and interveners 
were specifically advised that BC Hydro was looking at Peoplesoft as one of the solutions, 
but were also looking at other options. No party inquired further on this aspect of other 
options. Having raised the issue, there was no evidentiary duty on the ClO or BC Hydro to 
advise the hearing further. 

Allegation 3: The CIO submitted incorrect information when requested by the BCUC to submit 
a document which establishes principles for the IT&T Strategic Plan, viz. ari October 2007 
document was submitted to avoid exposing the potential increase ln the annual IT&T Capital 
spend and the use of SAP as the default solution; 

Findings: 

0 During the RRA oral hearings, the CIO stated that Hydro had established some principles 
and directions for the IT&T Strategy with the BG Hydr_o Executive Team and the Board 
through the Audit and Risk Management Comrnfttee (ARMC). The BCUC requested the 
document which established these principles. : <. 

·, \ 

0 The CIO subsequently submitted the October 2007 IT Strategy document. This document 
does contain the key IT principles for the IT Strategic Pian, which was eventually finalized in 
November 2009. However, this document was not· presented to or discussed with the 
ARMC as stated in the CIO's testimony but was presented to-the Executive Team. 

~ > /) ... ;;-> . 
J- The CIO confirms that stating that the ARMC had reviewed',the October 2007 IT Strategy 

document was an unintended error. (i 

o The May 2008 IT&T t)pd~-i~·al.so contains a brief summary of the key principles for the IT 
Strategic Plan but··Wa·s nofst.Jb'rnitted in response to the BCUC request. As noted above, 
this document qdeq Include th'\3 potential increase in IT&T Capital spend of $32 - $38 million 
per year and does stpfe_that/ SAP w11l be used as a default solution. This document was 
presented to the Executiye-Team.and the ARMC. 

. '~, ..... \ >··'--.. .. ,.. . •.. ... ~~i' 

0 The C!O stated that he did not fill? the May 2008 IT&T Update as he believed this document 
was an .operational update and-yva~. draft because it dealt with matters that were still a work 
in progress. 

Conclusion: 
0 As the document submitted to the BCUC does contain the key IT principles used for the 

eventual IT&T Strategic Plan, the CIO's testimony and filings on this aspect adequately 
fulfilled BCH's evidentiary responsibilities. The May 2008 IT&T Update was not submitted 
because the information was not finalized or approved. There was no evidence that the May 
2008 document was withheld as an intentional evasion or with intent to mislead the BCUC. 

Allegation 4: The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in 
the F2011 RRA, .is not correct and should be greater than $30 million. In addition, the SAP 
Program, with forecasted costs exceeding $50 million, has been broken down to discrete 
projects, none exceeding $20 million. 

Findings: 

0 Current(y, BC Hydro does not have a policy on how individual projects that are part of a 
larger initiative should be reported and approved. This has been previously noted by Audit 
Services and BC Hydro Management is developing a policy statement to address this which 

Privileged and Confidential 
This document contains confidential communications, analysis, or recommendations, and was prepared in anticipation of litigation. 



- 5 -

should be completed by September 2010. However, the current practice is that if a project 
within a larger initiative is considered discrete and is not dependent on the other 
cor:nponents of the initiative, the project should be reported and approved on its own. 

D Certain SAP related costs such as the SAP Common Infrastructure and Enterprise Service 
Bus incurred during the Enterprise Financial Upgrade project period have been broken out 
separately in the F201 i RRA and included in separate business cases as they are expected 
to penefit future SAP projects such ?S Work Order Management and Portfolio and Project 
Management projects (future SAP projects). 

' ._,/. j .•. ".'.>, 
o The future potential SAP projects were broken out separately/as/they represented discrete 

projects in different areas of the business (Field Operati6ns'.,and Generation). In both /. . . ., 
projects, SAP represents only 50·60% of the technology ~o!ution, ... ··,, 

<.· r ·. " 

D SAP Financials licenses costs were also broken out sepa~~tely in the F2Q11 RRA but these 
costs represented partial or full licensing for other projects. Therefor~. ·th:e descriptlon of 
these costs as solely being SAP Financial license costs in the F2011 RRA·\ijas .noJ,accurate. . , . ··- .... 

Conclusion 

D Based on BC Hydro's practice in place at the time of the RRA application, the SAP projects 
and costs have been reported consi~tently with this practice. 

"- ' "-..,_\·~-

.;· ~ ••. , <". t 

\ ~ ''• ·- . 

Additional Information ·. ~.\ ··· .. , '· -... , ... 

o We also requested BC Hydro's Chief RealJI?tory Offite(.i'o 't!3view all the relevant information 
relaied to the allegation. Based on her revi~w;· she concluded that: 

\ \ .:,.· 

l- She was content with the CIO's answers,L?t the RRA oral hearing and his response to 
the undertaking. · ······:> 

:r She believed that the CIO would have had.!ari' obligation to iQform the BCUC about SAP 
bec~ming the .. preferred solution for the Enterprise Financial Upgrade Project had he 
be,eh:specific.allya?ked but he was never asked this question; 
. : ;-' . '~·.·· :. ,: :',, . . 

>: <S.~.e further indicc;tte·d, that after reviewing all the relevant facts, and had she had full 
<' '· kQoVI(Iedge at the bcne,_ofthe hearing, she would not have wanted the CIO's testimony 

and .ev!,~ence correyte
1
d or supplemented in light of the degree of materic;~lity and 

inter\te,ner:.,and BCUC:in,terest in thi's area. 

'• ~ '·,"··,·,, // 
' '· .. , .. · .. / 

Privileged and Confidential 
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EMPLOYEE ACCOUNTING &AUDITING CONCERNS REPORTED DUIRING Q1, F2011 

Purpose: To report to the Audit and F~isk Management Committee (ARMC) of the Board, all confidential disclosure!S of accounting or 
auditing concerns received from employees of BC Hydro or its suosidiaries, in aqcordarce with Attachment 3B tc1 the Directpr. and 
Employee Code of Conduct (Procedures for Confidential Reporting of Financial Concerns). 

No complaints were received by the Code of Conduct Acvisor during the 3-month period ending June 30, 2010 or 

X ThE~ i'ollowing complaints were received by the Code of Conduct Advisor during the1 3-month period ending June 30, 2010 

Reference Summary of ComplaiJnt Complaint Audit S1~rvices Cotnments 
Number Date 

1111 allegation that senior o1flcer misrepnElsented referred to 
BCH'financial informati:::m to BCUC Audit 

Services on 
April29, 
2010 (orig nal 
disclosure 
handed over) 

--------- -------~-· 

·>Y·A·~~T· · 
Bonita J. Tht:>mpson Q.C. · 
Code of Conduct Advisor 

Date: July 5, 2010 



BChydro m 
DRAFT MINUTES of a Meeting of the 

Audit and Risk Manageme.nt Committee of the BOARD OF DIRECTORS 

18111 Floor Boardroom, BC Hydro, 333 Dunsmuir Street, Vancouver, BC 
Wednesday, 15 September 2010 at 8:00 a.m. 

PRESENT~ Tracey McVicar, Chair 
Stephen Bellringer 
Wanda Costuros 
Dan Doyle, ex-officio 
John Knappett (Items 3-23) 

IN ATTENDANCE: Dave Cobb, President & CEO 
Teresa Conway, Acting EVP, Energy Procurement & Economic 
Development (Items 1-6) 
David Facey, Corporate Secretary 
Henry Honda, Director Audit Services 
Renata Kurschner, Director, Generation Resource Management 
(Item 6) · 
Frank Lin, Manager Commercial & Portfolio Management (Item 5) 
Albert Lagnado, Audit Services Manager 
Chris O'Riley, EVP, Generation (Items 6-6.1) 
Charles Reid, Chief Financial Officer . 
Skye Samson, Assistant Corporate Secretary 
Jim Scouras, Director, Power Acquisitions (Item 5) 
Renee Smith-Valade,.Sr. VP Communications · 
Mike Stand brook, Chief Risk Officer 

. Cheryl Yaremko, Chief Accounting Officer. 

ALSO IN ATTENDANCE: Russ Jones, Auditor General 

The Committee Chair called the meeting to orderwith a quorum of Directors present. 

APPROVALS 

1. Approval of Minutes 
The minutes of the Meeting held 19 May 2010 were approved. 

2. Financial Approval Authorities 
Management provided an overview of the materials that were presented to the 
Committee and filed for reference with the meeting materials. The Committee's attention 
was drawn to the rationale supporting the proposed change in financial approval 
authority, including the various ways in which the internal controls of the company have 
been tightened in recent years. The foliowing resolution W?s then approved: 

RESOLVED THAT the following resolution is recommended to the Board for 
approval: · 

RESOLVED THAT on recommendation of the Audit and Risk 
Management Committee, the Corporation's Financial Approval Procedure 
be and is hereby amended to reflect an increase In the CEO's financial 
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15 September 2010 

approval authority from $20 million to $50 million for authorization 
documents, contracts, commitments and payment documents that are 
within an approved annual plan. 

3. Pension Management- Valuation and Strategy to fund Solvency Deficiency 
. The Committee Chair pr.ovided the Committee with an overview of the funding 
requirements associated with the BC Hydro Pension Plan, including the proposal to post 
a letter of credit in relation to those funding obligations. Management also noted that this 
approach would impose less burden on the rate payer than would other options. After 
further discussion, the following resolution was approved: 

RESOLVED THAT the Audit and Risk Management Committee recommend for 
Board approval the establishment of a letter of credit trust to secure the BC 
Hydro Pension Plan solvency deficiency, together with the indemnity to the 
financial institutions supplying the letter of credit, all as presented to the 
Committee and reflected in the materials filed with the·meeting records. 

4. Financial Information Act 
After having management point out the legislative requirement for disclosure, the 
Committee approved th.e following resolution: 

RESOLVED THAT the Audit and Risk Management Committee hereby 
recommend that the Board of Directors approve the Financial Information Act 
Return for Fiscal Year 2010, as presented to the Committee and filed with the 
records of this meeting, subject to final changes indicated necessary by 
Management. · 

5. Revisions to Standing Offer Program 
Management presented an overview of the materials that had previously been provided 
to the Committee and filed for reference with the meeting record. The Committee asked 
various questions about the structure of the program, the adjustments that are made for 
regional pricing and how stakeholders have been consulted during the review process. 
Management went on to explain that the proposed revisions remain subject to approval 
by government. After further discussion, the following re~olution was approved: 

RESOLVED THAT the following resolution be recommended to the BC Hydro 
·Board of Directors for approval: · 

RESOLVED iHAT, on recommendation from the Audit and Risk 
Management Committee: · 
1. the changes to the BC Hydro Standing Offer Program, as presented to 
the Board and reflected in the materials filed with the meeting records, be 
and are herf;Jby approved; and 
2. that the CEO, or delegate, be and is hereby authorized to conclude, 
approve and execute all agreements (including energy purchase 
ONr.e.ornonfC'l r/n,....llrno.nfc- anr/ n:!::l\/rnanfo -fnr Cllr>h nuH"'T'\I'it'.OC li( in 
U!::Jl \JIII'VIU.'<.)jl \..1\JVUIII\.JII(.U L<tll\..1 fJUJill\..1 ILU tV UUV If-' lj-1\JU'VU V I 

performance thereof, always provided that the same shalf be in 
substantial conformity with the terms, including pricing, presented to the 
Board. 
PROVIDED THAT the foregoing resolutions are subject to any required 
approvals from Government having first been obtained and formally 
communicated to BC Hydro. 
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6. Non-Treaty Storage Agreement 
Management provided ·a high level overview of the objectives of the Columbia River 
Treaty and explained the Non Treaty Storage Agreement iri relation to it. These were 
described in terms of not only power and flood control but also environmental and 
recreational concerns which were not addressed in the Treaty. Management explained 
that, although the Non Treaty Storage Agreement is a bilateral commercial agreement, it 
is of great interest to First Nations and stakeholders, with whom consultation is planned. 
The Committee was informed that a term sheet is expected to be negotiated by the 
spring at which time it will be presented to the board for approval, as well as a general 
update on the negotiations. 

After further discussion, the· following resolution was passed: 

RESOLVED THAT the Audit and Risk Management Committee recommend the 
following resolution to the Board of Directors for approval: 

· . RESOLVED THAT, on recommendation from the Audit and Risk 
Management Committee, the negotiation mandate for the Non-Treaty 
Storage Agreement between BC Hydro and Bonneville Power 
Administration be and is hereby approved by the Board of Directors; 
PROVIDED THAT the negotiations and subsequent actions comply with 
the following conditions: 
1. The key negotiation principles outlined in the recommendation made to 
the Board and included in the materials filed for reference with the 
meeting record be honoured; and 
2. Outcomes of the negotiations be reflected in a term sheet which shal/ 
be subject to further approval of the Board. 

6.1 Waneta Expansion 
Management presented an overview of the materials previously provided to the 
Committee and filed with the meeting records. 

The Committee asked about the proposed transactions in the context of the Clean 
Power Call. Management explained that while there were some distinctions, there are 
significant similarities between this project and the types of projects that were bid into 
the Clean Power Call. Management went on to explain the involvement of the 
Government to date in shaping this transaction. 

Management also noted that part of the arrangement involves a renewal of the Arrow 
Lakes energy purchase agreement at an attractive price which further enhances the 
value of the proposed transactions; 

After further discussion, the following resolution was approved: 

RESOLVED THAT the Audit and Risk Management Committee recommends the 
foiiowing resqlution be approved by the Board of Directors: 

RESOLVED THAT: 
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1. the non-binding term sheet for the Waneta Expansion Project, as 
presented to the Board and filed for reference with the meeting record, be 
and is hereby approved; 
2. the CEO, or delegate, be and is hereby authorized to sign the non
binding term sheet referred to in paragraph 1, above. 
3. the CEO, or delegate, be and is hereby authorized to. sign such 
agreements as described in the materials presented to the Board and 
contemplated by the nonbinding term sheet referred to in paragrE!.ph 1, 
above. · 
PROVIDED THAT: 
a. the mandate, and associated principles, approved by the Board in its 
meeting of January 29, 2010 continue to apply and all subsequent 
negotiations are subject thereto; 
b. that the CEO has determined that the Project is advanced in a manner 
that is consistent with maintaining the honour of the Crown in the context 
of its obligations to First Nations; 
c. that all agreements, documents, purchase orders and payments are in 
substantial conformity with the terms presented to the Board; and, 
d. authority to approve and execute all related lesser agreements, 
documents, purchase orders and payments be as provided by BC 
Hydro's poliCies of general application. 

Terms of Reference Review 
The Committee and management engaged in a brief discussion around the proposed 
changes to the Terms of Reference. One change was discussed by the Committee, after 
which the following resolution was approved: 

RESOLVED THAT, the Audit and Risk Management Committee support the 
Corporate Governance Committee in making a recommendation to the Board of 
Directors that it approve amendments to the Audit and Risk Management 
Committee Terms of Reference in the form presented to the Committee and filed 
for reference with the records of this meeting, provided that additional language 
be e1dded to clarify that discussions with or about the Director of Audit Services 
need not take place at every meeting of the Committee. 

REPORTS AND UPDATES 

8. Risk Management Quarterly Report 
Management presented the Quarterly Risk Report noting that it was prepared in July and 

·updated the Committee on issues that have arisen since that time. The Committee and 
management engaged in a discussion into a number of the identified risks, focusing in 
particular on the reduction in the risks of having insufficient generation to meet the winter 
peak. 

9. Update on International Financial Reporting Standards 
Management provided the Committee with an update into Government's expectations of 
BC Hydro with respect to !FRS. It was drawn to the Committee's attention that the 
Province has directed BC Hydro, as a regulated entity, to adopt IFRS, however, if IFRS 
does not have a regulatory accounting standard, then the Province's direction is that BC 
Hydro is to adopt IFRS plus the us· GAAP standard for regulatory accounting. The 
Committee was further advised that the Province also directed BC Hydro to take 
advantage of the two year deferral of IFRS proposed by the Canadian Accounting 
Standards Board, if approved. However, as only a .one year deferral was actually 
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approved, manag~ment advised the Committee that BC Hydro is assessing whether or 
not it makes sense to take advantage of the one year deferral and will work with 
government in finalizing its decision. 

10. .Report ofthe Internal Auditor 
Internal Audit presented an overview of the materials previously provided to the 
Committee and filed for reference with the meeting records .. 

Internal Audit also explained their involvement with the project evaluation review 
completed for the Coquitlam Dam Upgrade and the plans that are in place to conduct 
similar reviews for certain other projects in the future. 

TABLED REPORTS 

11. · Pension Management Quarterly Report 
12. Information Technology Update 
13. Accounting Standards Update 
14.· Summary of Significant Legal Claims 
15. Summary of Financial Concerns - Code of Conduct Advisor 
16, Executive Liability Insurance Renewal Strategy · 
17. Long Term Sourcing Strategy- Accenture End of Term 
18. KPMG Management Letter· 

OTHER BUSINESS 

19. Committee Terms of Reference Checklist 
The Committee reviewed the Terms of Reference Checklist, confirming that it had 
addressed all issues requiring its attention at the current time. 

There being no further business, the meeting proceeded in camera and then concluded. 
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EXECUTIVE SUMMARY 

FINANCIAL HIGHLIGHTS FOR THE QUARTER ENDED SEPTE~a:R 30, 
2010 ;---

PURPOSE . I 
To provide the ARMC and the Board the highlights of the second q uarttsults for fiscal 2011. 

Key Highlights 

(in mi!fions) 
Revenues 
Domestic 
Trade 

Expenses 
Operating costs 

Cost of energy 
Personnel expenses 
Material and external services 
Amortization & Depreciation 
Grants and Taxes 
Capitalized Costs 
other costs 

Finance charges 

Net Income 

$ 

I 
I 

I $ 

For the fhreLhs ended September 30 
2011 I 2011 2010 

Actual Plan Actual 

. ;1,173 

564 
140 
142 
128 
45 

(76) 
(2) 

941 
113 

1,054 
119 

$ 

$ 

766 
403 

1,169 

565 
145 
149 
124 
45 

(73) 
(3) 

952 
111 

1,063 
106 

$ 

$ 

735 
831 

1,566 

964 
118 
146 
121 

43 
(73) 

2 
1,321 

130 

1,451 
115 

Net income for the second quarter of fisc lz011 after regulatmy transfers is $119 million, $4 million 
higher than the same period in the prior ye r and $7 million higher than Plan. The key variances are as 
follows: · · 

in millions 
Net income -prior year/plan 
Domestic Margins 
Trade Income 
Operating expenses 
Finance Charges 

Prior yearQ2 
$ 115 

(4) 
13 

(22) 
17 

Q2 Plan 
$ 106 

5 
0 

10 
(2) 

Net income- as re orted $ 119 $ 119 

/ 
Submitted by: Corporate·fiJlai1Ce 1 
November 2010 Meeting of the Audit and Risk Management Committee and Board of Directors 



Honda, Henry 

To: 

Honda, Henry 
2015, December 10 6:40 PM 
Avren, David 

Subject: Re: Privileged and confidential 

David 

Hi, I will try and contact you tomorrow to discuss. I don't have access to these reports and records anymore as 
they are maintained by internal audit so I will likely need to work with them to answer some of the questions 
below as I don't remember all the details. Thanks 

Henry 

Sent from my iPhone 

On Dec 10, 2015, at 5:06PM, Avren, David <David.Avren@bchydro.com> wrote: 

Hi, Henry: 

This has come back in the form of a complaint, in almost identical terms, to the BCUC by Adrian Dix. 

Could you let me know the answers to Ray's questions below, please? I'll pass the answers along to him. 
(I'm pretty sure I know the answer to the last 2 but let's collaborate on them.) 

Thanks. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 
Smart about power in all we do. 

From: Aldeguer, Ray 
Sent: 2015, December 10 4:37 PM 
To: Avren, David 
Subject: RE: Privileged and confidential 

Hi David, could you please follow-up with Henry Honda on the following: 

• Can he provide us with a copy of the 'final' version of this report and/or confirm that the one 
you sent me is it? 

1 



• Can he confirm who the report was in fact provided to by name and their roles at the time (i.e. 
to the Chair of the Audit Committee, to the CEO, to the CFO, other?) 

• Was there any presentation or briefing given to either the Audit Committee or to the full Board 
and if so who delivered that presentation/briefing and when did that occur? 

• Was the identity of the original complainant ever made known to us? 

• Was outside counsel involved or consulted on any of the investigation process or legal 
conclusions, and if so whom? 

Cheers! 

R. 

From: Avren, David 
Sent: 2015, December 10 3:48 PM 
To: Aldeguer, Ray 
Subject: FW: Privileged and confidential 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Honda, Henry 
Sent: 2010, August 16 11:06 AM 
To: Advisor, Code of Conduct 
Cc: Avren, David 
Subject: Privileged and confidential 

Bonita, 

David Avren has asked me to send you the report again on his behalf. Please let David know if you have 
any questions on the report. Thanks again and enjoy the rest of the summer. 

Henry 

From: Advisor, Code of Conduct 
Sent: 2010, August 05 4:57 PM 
To: Honda, Henry 
Subject: Re: Privileged and confidential - Revenue requirements related issue 

Would you mind please re sending me the report. Thanks Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 
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From: Honda, Henry 
To: Avren, David; Advisor, Code of Conduct 
Sent: Wed Aug 04 16:10:44 2010 
Subject: RE: Privileged and confidential - Revenue requirements related issue 

Bonita, 

Hope things are well. I wanted to confirm whether you had any questions I comments on the report below 
sent to you by David Avren. We will be providing a copy of this report to the Chair of the Audit & Risk 
Management Committee next month. Hope you are enjoying the summer. 
Thanks 

Henry 

From: Avren, David 
Sent: 2010, July 14 4:05PM 
To: Advisor, Code of Conduct 
Cc: Honda, Henry 
Subject: Privileged and confidential - Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and 
confidential. 

If you have any questions, please contact Henry or myself. Henry will be away on AV starting Friday and 
myself starting Monday, so either before then or in August when we're back. 

Regards, 

David 

J. DavidS. Avren 
. Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Honda, Henry 

Honda, Henry 

To: 
2015, December 11 3:44 PM 
Avren, David 

Subject: RE: Privileged and confidential 

David, 

Apologies for the delay, please see my responses below and feel free to let me know if you would like to have a call to 
discuss. I will be in a meeting at 4pm until 4:30pm but will be free after that. 
Thanks 

Henry 

Henry Honda, CA, CPA (Illinois) 1 Senior Manager, Finance 
Capital, Evaluations, & Business Support Team 
T 604-529-5845 

From: Avren, David 
Sent: 2015, December 10 5:06 PM 
To: Honda, Henry 
Subject: FW: Privileged and confidential 

i, Henry: 

This has come back in the form of a complaint, in almost identical terms, to the BCUC by Adrian Dix. 

Could you let me know the answers to Ray's questions below, please? I'll pass the answers along to him. (I'm pretty sure 
I know the answer to the last 2 but let's collaborate on them.) 

Thanks. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

: Aldeguer, Ray 
Sent: 2015, December 10 4:37 PM 
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To: Avren, David 
Subject: RE: Privileged and confidential 

Hi David, could you please follow-up with Henry Honda on the following: 
• Can he provide us with a copy of the 'final' version of this report and/or confirm that the one you sent me is 

it? Audit does not have a "Final" version in our files as the report was to be issued by Legal Services. Therefore, 
the last version we have is the draft version sent to Bonita. 

• Can he confirm who the report was in fact provided to by name and their roles at the time (i.e. to the Chair of 
the Audit Committee, to the CEO, to the CFO, other?) As noted above, we don't have a "Final" version on our 
files but the draft version was likely provided to the Chair of the Audit Committee as part of a pre-ARMC 
meeting. 

• Was there any presentation or briefing given to either the Audit Committee or to the full Board and if so who 
delivered that presentation/briefing and when did that occur? The issue would have been discussed with the 
ARMC in the in-camera session and a summary quarterly report on special investigations would have been 
provided to the ARMC in-camera (we can provide this summary to you if requested). We would not have 
provided any versions to the CEO or CFO as they should have received from Legal Services to maintain the 
privileged and confidential nature. 

• Was the identity of the original complainant ever made known to us? No and we did not ask. 

• Was outside counsel involved or consulted on any of the investigation process or legal conclusions, and if so 
whom? We have some e-mails which indicate that Jeff Christian may have been engaged but you may have 
more info on this. 

Cheers! 

R. 

From: Avren, David 
Sent: 2015, December 10 3:48 PM 
To: Aldeguer, Ray 
Subject: FW: Privileged and confidential 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 6048163074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Honda, Henry 
Sent: 2010, August 16 11:06 AM 
To: Advisor, Code of Conduct 
Cc: Avren, David 
Subject: Privileged and confidential 

Bonita, 
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David Avren has asked me to send you the report again on his behalf. Please let David know if you have any questions 
on the report. Thanks again and enjoy the rest of the summer. 

From: Advisor, Code of Conduct 
Sent: 2010, August 05 4:57 PM 
To: Honda, Henry 
Subject: Re: Privileged and confidential - Revenue requirements related issue 

Would you mind please re sending me the report. Thanks Bonita 
Bonita J. Thompson, QC 
Code of Conduct Advisor 
604-623-4419 

From: Honda, Henry 
To: Avren, David; Advisor, Code of Conduct 
Sent: Wed Aug 04 16:10:44 2010 
Subject: RE: Privileged and confidential - Revenue requirements related issue 

Bonita, 

Hope things are well. I wanted to confirm whether you had any questions I comments on the report below sent to you by 
David Avren. We will be providing a copy of this report to the Chair of the Audit & Risk Management Committee next 
month. Hope you are enjoying the summer. 
Thanks 

enry 

From: Avren, David 
Sent: 2010, July 14 4:05 PM 
To: Advisor, Code of Conduct 
Cc: Honda, Henry 
Subject: Privileged and confidential- Revenue requirements related issue 

Bonita: 

The attached report was prepared by Legal with the assistance of Audit Services, and is privileged and confidential. 

If you have any questions, please contact Henry or myself. Henry will be away on AV starting Friday and myself starting 
Monday, so either before then or in August when we're back. 

Regards, 

David 

J. DavidS. Avren 
)irector of Legal Services 

Hydro 
floor, 333 Dunsmuir St., 

Vancouver, B.C. 
Canada V 6B 5R3 

Tel: 604-623-3611 
Fax: 604-623-3606 
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Avren, David 
Monday, December 14, 2015 3:18 PM 
Aldeguer, Ray 

Cc: Laski, Tom 
Subject: RE: Investigation 

I've copied what I have so it's ready whenever Tom wants it. 
D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

from: Aldeguer, Ray 
2015, December 14 2:57PM 

Avren, David 
Cc: Laski, Tom 
Subject: Investigation 

Hi David, just a quick heads-up that Tom will be in touch with you shortly for any documents/notes that you have that 
may be relevant to his investigation. 

Cheryl is similarly in the process of asking Henry Honda to provide what he has to Tom. 

Plan is to review all of that over the next 24 hours. 

Cheers! 

Ray Aldeguer 1 Senior Vice President & General Counsel 

BC Hydro 
333 Dunsmuir St, 18th floor 
Vancouver, BC V6B 5R3 

p 604.623.4513 
E ray.aldeguer@bchydro.com 

bchydro.com 

';mart about power in all we do. 
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Honda, Henry 

To: 

Prinjal Rick 
2015 1 December 16 7:49 AM 
Honda{ Henry 

Subject: RE: Fwd: File 

Ok I'm on my way in. I need about 30 45 minutes to put stuff together. By 945 sb done. 

Sent from my Android phone using Symantec TouchDown (www.symantec.com) 

-----Original Message-----
From: Honda, Henry [Henry.Honda@bchydro.com] 
Received: Tuesday, 15 Dec 2015, 10:15PM 
To: Lagnado1 Albert [Albert.Lagnado@bchydro.com]; Prinja, Rick [rick.prinja@bchydro.com] 
Subject: Fwd: File 

FYI... We need to provide any files we have to Tom Laski first thing tomorrow. Let's discuss in the 
mommg. Thanks 

Henry 

Sent from my iPhone 

egin forwarded message: 

From: "Aldeguer, Ray" <Ray.Aldeguer@bchydro.com> 
Date: December 15, 2015 at 7:37:01 PM PST 
To: "Yaremko, Cheryl" <Cheryl.Yaremko@bchydro.com>, "Laski, Tom" 
<Tom.Loski@bchydro.com>, "Honda, Henry" <Henry.Honda@bchydro.com> 
Subject: Re: File 

Hi folks, I'm alarmed to see that Tom has still not received and reviewed this material. I had no 
problem routing through David when I thought it would get to Tom for review early today but 
we no longer have time for that. Can we have Henry get this material directly to Tom first thing 
in the morning? It could be very relevant to the messaging we're developing for release 
tomorrow. 

R. 

On Dec 15, 2015, at 6:08PM, Yarem.ko, Cheryl <Cheryl.Yaremko(a{bchvdro.com> wrote: 

FYI 

Sent from my iPhone 

Begin forwarded message: 

From: "Honda, Henry" <Henry.Honda@bchydro.com> 
Date: December 15, 2015 at 5:45:10 PM PST 
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To: "Yaremko, Cheryl" <Chervl.Yaremko@bchydro.com> 
Subject: Re: File 

Cheryl 

We are meeting with him tomorrow to provide what Internal Audit 
had. We tried to meet with him today but he didn't have time. 

He my 

Sent from my iPhone 

On Dec 15,2015, at 5:38PM, Yaremko, Cheryl 
<Cheryl. Yaremko@bclwdro.com> wrote: 

Hi Hemy- have you gotten the file to David? 

Cheryl 

Sent from my iPhone 
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Honda, Henry 

To: 
Cc: 
Subject: 

Hi Tom 

Prinja, Rick 
2015, December 16 10:28 AM 
Laski, Tom 
Lagnado, Albert; Honda, Henry 
RE: Update 

Based on our collective recollection, David A was maintaining minutes for that meeting. 

Thanks 
Rick 

From: Laski, Tom 
Sent: 2015, December 16 10:26 AM 
To: Prinja, Rick 
Subject: RE: Update 

Hi Rick, in the info, I cannot locate the interview notes etc from  
Can you point me in right direction please. 
Thanks 

om Laski 1 Chief Regulatory Officer 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 979 5494 
M 604 839 3899 
E tom.loski@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Prinja, Rick 
Sent: 2015, December 16 9:39 AM 
To: Laski, Tom 
Cc: Lagnado, Albert 
Subject: Update 

I just spoke to Director Lagnado and we will give you the entire file on a USB stick. Should be ready shortly. 

Thanks 
Rick 
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-- From: 

Subject: 

Hi, Tom: 

Avren, David 
Wednesday, December 16, 2015 12:55 PM 
Loski, Tom 
FW: Privileged and confidential - additional questions re: RRA 

I have no documentation on the answers to these supplementary questions. The last 3 questions in the list below were 
mine, all the others emanated from audit. 

We met with  late afternoon on 29 June, and I sent a note summarizing things to Henry etc. after that 
meeting with  My electronic scheduler does not show a meeting with  after I sent the note below and before 
I sent my summary to Henry after the meeting with  

My recollection, though faint, is that we got oral answers from  in a further meeting with him, and they enabled me 
to prepare the summary I did. 

I'll check with Henry and co on their meeting recollections etc. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Avren, David 
Sent: 2010, June 25 11:15 AM 
To:  
Cc: Prinja, Rick; Honda, Henry 
Subject: Privileged and confidential - additional questions re: RRA 

Hi,  

Sorry to pester you further on this, but Henry, Rick and I had some further questions. Your call whether you'd like to 
in writing or via a discussion like earlier this week. Here they are: 
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Can you please elaborate on what other SAP related processes (projects) outside of Financials, the SAP financial 
licenses described in Appendix I of the F11 RRA are used in? Could labelling these costs as "SAP Financials License" in 
the RRA be in any way inaccurate or misleading? 

Of the $3. 3M spent on licenses, can you provide a breakdown of the license costs by current or future SAP related 
projects (ie.- Financials, PPM, WOM)? 

Can you please provide a copy of the end-user licensing agreements with SAP for the $3. 3M purchase? 

Can you please confirm that annual support and maintenance costs are not included in the $3.6m IOMA balance in the 
FSR Project Summary "Life to Date Spend" memo prepared by Ryan, and also not included in the $18. 7M EAR funding 
request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Was there instruction in the witness training or otherwise on not filing draft documents at the BCUC? 

On the face of it the IT and T Update on Strategy Development of 22 May 2008 (which went to ARMC) appears final. In 
what way or sense was it "draft"? 

At the time of the hearing in October 2008, what was the relative likelihood of the SAP solution proceeding as opposed to 
the Peoplesoft solution proceeding? How and why had the perspective changed on this choice since the filing in October 
2007? (For the sake of context, recall that the IT and T update of May 2008 states "SAP will be used as a default 
solution", and the SAP Licensing Phase 1A Business Case of Sept. 24, 2008 states: 'This is expected to be the first of a 
series of purchases from SAP to secure licensing to support BC Hydro's SAP program. This is in alignment with the 
recently adopted IT and T strategy as approved by ARMC .... '} 

Thanks,  

D. 

J. DavidS. Avren 
Director of Legal Services 
BCHydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prinja, Rick 
Sent: 2010, June 25 10:29 AM 
To: Avren, David 
Cc: Honda, Henry 
Subject: additional questions 

HI David 

Tel: 604-623-3611 
Fax: 604-623-3606 

Here are my additional questions for  
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Can you please elaborate on what other SAP related processes (projects) outside of Financials, the SAP financial 
licenses described in Appendix I of the F11 RRA are used in? Is it fair to say that labelling these costs as "SAP Financials 
License" in the RRA is slightly misleading? 

the $3.3M spent on licenses, can you provide a breakdown of the license costs by current or future SAP related 
1\rn~<~rt"' (ie.- Financials, PPM, WOM) 

Can you please provide a copy of the end-user licensing agreements with SAP for the $3.3M purchase? 

Can you please confirm that annual support and maintenance costs are not included in the $3.6m IOMA balance in the 
FSR Project Summary "Life to Date Spend" memo prepared by Ryan, and also not included in the $18.7M EAR funding 
request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Thanks 
Rick 

Rick Prinja, CA 
Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax:604-623-3792 
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Honda, Henry 

To: 
Subject: 

Prinja, Rick 
2015, December 16 2:30 PM 
Honda, Henry; Lagnado, Albert 
FW: Privileged and confidential - additional questions re: RRA 

FYI below. There was a follow up meeting on July sth with  as well. 

From: Avren, David 
Sent: 2015, December 16 2:14PM 
To: Prinja, Rick 
Subject: RE: Privileged and confidential - additional questions re: RRA 

I rarely keep notes. 

I see we had a meeting scheduled with  5 July. 

D. 

)avid Avren 
irector, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Prinja, Rick 
Sent: 2015, December 16 2:13PM 
To: Avren, David 
Subject: RE: Privileged and confidential - additional questions re: RRA 

Do you have any notes from the in person meeting with  

From: Avren, David 
Sent: 2015, December 16 2:05 PM 
To: Prinja, Rick 
Cc: Lagnado, Albert; Honda, Henry 
Subject: RE: Privileged and confidential - additional questions re: RRA 

k, thanks 

Tom was asking about answers to the supplementals, which would have been during that time period I think. 
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D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Prinja, Rick 
Sent: 2015, December 16 2:02 PM 
To: Avren, David 
Cc: Lagnado, Albert; Honda, Henry 
Subject: RE: Privileged and confidential- additional questions re: RRA 

Hi David 

Responses to questions below: 

1) I have attached the meeting request with  for June 23, 2010 which was attended by Henry, myself and you. 

2) We don't have any record other than questions for  We recall that for this meeting that Legal was taking the 
notes. 

Thanks 
Rick 

From: Avren, David 
Sent: 2015, December 16 12:57 PM 
To: Honda, Henry; Prinja, Rick 
Subject: FW: Privileged and confidential- additional questions re: RRA 
Importance: High 

Henry/Rick: 

1. Do your records (including electronic scheduler) show a meeting with  to get the answers to the questions 
below? My scheduler doesn't show it, but does show a meeting for us with  29 June 2010 in the pm. 

2. Do you have any record at all of  answers- notes or whatever? 

The last 3 bullet points contained my questions, and the rest were more from yourselves as I recall. 

Let me know ASAP. Thanks, 

D. 
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David Avren 
, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Avren, David 
Sent: 2010, June 25 11:15 AM 
To:   
Cc: Prinja, Rick; Honda, Henry 
Subject: Privileged and confidential - additional questions re: RRA 

Hi,  

Sorry to pester you further on this, but Henry, Rick and I had some further questions. Your call whether you'd like to 
answer in writing or via a discussion like earlier this week. Here they are: 

Can you please elaborate on what other SAP related processes (projects) outside of Financials, the SAP financial 
'icenses described in Appendix I of the F11 RRA are used in? Could labelling these costs as "SAP Financials License" in 

RRA be in any way inaccurate or misleading? 

Of the $3. 3M spent on licenses, can you provide a breakdown of the license costs by current or future SAP related 
projects (ie.- Financials, PPM, WOM)? 

Can you please provide a copy of the end-user licensing agreements with SAP for the $3.3M purchase? 

Can you please confirm that annual support and maintenance costs are not included in the $3. 6m IOMA balance in the 
FSR Project Summary "Life to Date Spend" memo prepared by Ryan, and also not included in the $18. 7M EAR funding 
request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Was there instruction in the witness training or otherwise on not filing draft documents at the BCUC? 

On the face of it the IT and T Update on Strategy Development of 22 May 2008 (which went to ARMC) appears final. In 
what way or sense was it "draft"? 

At the time of the hearing in October 2008, what was the relative likelihood of the SAP solution proceeding as opposed to 
the Peoplesoft solution proceeding? How and why had the perspective changed on this choice since the filing in October 
2007? (For the sake of context, recall that the IT and T update of May 2008 states "SAP will be used as a default 
solution", and the SAP Licensing Phase 1 A Business Case of Sept. 24, 2008 states: "This is expected to be the first of a 
series of purchases from SAP to secure licensing to support BC Hydro's SAP program. This is in alignment with the 
·gcently adopted IT and T strategy as approved by ARMC ... .'} 

Thanks,  
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D. 

J. S. Avren 
Director of Legal Services 
BC Hydro 
16th floor, 333 Dunsmuir St., 
Vancouver, B.C. 
Canada V6B 5R3 

From: Prinja, Rick 
Sent: 2010, June 25 10:29 AM 
To: Avren, David 
Cc: Honda, Henry 
Subject: additional questions 

HI David 

Tel: 604-623-3611 
Fax: 604-623-3606 

Here are my additional questions for  

Can you please elaborate on what other SAP related processes (projects) outside of Financials, the SAP financial 
licenses described in Appendix I of the F11 RRA are used in? Is it fair to say that labelling these costs as "SAP Financials 
License" in the RRA is slightly misleading? 

Of the $3.3M spent on licenses, can you provide a breakdown of the license costs by current or future SAP related 
projects (ie.- Financials, PPM, WOM) 

Can you please provide a copy of the end-user licensing agreements with SAP for the $3.3M purchase? 

Can you please confirm that annual support and maintenance costs are not included in the $3.6m IOMA balance in the 
FSR Project Summary "Life to Date Spend" memo prepared by Ryan, and also not included in the $18.7M EAR funding 
request? 

Can you please provide any documentation or guidance that prescribes what costs should be included in IT related 
business cases when making an investment proposal? 

Can we please see the business case and approved EAR for the Peoplesoft Financial Upgrade Project? 

Thanks 
Rick 

Rick Prinja, CA 
Audit Services 

BC Hydro 
12th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 
Tel: 604-623-3722 (73722) 
Cell: 604-250-6559 
Fax: 604-623-3792 
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Avren, David 
Sent: 
To: 

Monday, December 21, 2015 11:07 AM 
Loski, Tom 

Cc: 
Subject: 

Honda, Henry; Yaremko, Cheryl; Aldeguer, Ray; Prinja, Rick 
FW: Investigation 

Tom: 

A quick response from Rick is below. He also recalls that Albert Lagnado was involved. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

about power in all we do. 

From: Prinja, Rick 
Sent: 2015, December 21 10:54 AM 
To: Avren, David 
Cc: Honda, Henry; Lagnado, Albert 
Subject: RE: Investigation 

Hi David 

Your responses seem pretty accurate to me as I recall. Probably a minor point but this assignment was a review strictly 
focused on the allegations rather than an audit per se. 

Thanks 
Rick 

From: Avren, David 
Sent: 2015, December 21 10:42 AM 
To: Prinja, Rick 
Cc: Honda, Henry 
Subject: FW: Investigation 

, Rick: 

Fyi. .. 
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D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V68 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Avren, David 
Sent: 2015, December 2110:36 AM 
To: Laski, Tom; Honda, Henry 
Cc: Aldeguer, Ray; Fraser, Janet 
Subject: RE: Investigation 

Hi, Tom. 

I have not conferred with Henry on this, so let's see if he's consistent with what I recall, below .... ! 

If you need more, I'm around all week. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V68 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

bchydro.com 

Smart about power in all we do. 

From: Laski, Tom 
Sent: 2015, December 21 8:02AM 
To: Avren, David; Honda, Henry 
Cc: Aldeguer, Ray; Fraser, Janet 
Subject: Investigation 

Hi David and Henry. I have some questions for the two of you regarding the 2010 COC review with respect to 
the IT issue that arose out ofthe RRA hearing in 2008, after having read the documents provided to me. The 
documents I have were those that you provided me directly David as well as the documents I received from 
Albert Lagnado and Rick Prinja from Internal Audit. Henry, I was told the documents provided me by Albert 
and Rick represent 100% of the documents Internal Audit have on this file. 
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In the documents I have included is an audit plan. That plan set out an interview plan for four people.  
 Charles Reid,   and external regulatory counsel (Jeff Christian). 

the file that David provided were answers to questions for   only that I could see. These seemed 
be written responses by  to written questions posed to him. There were no interview notes for 

 There were no interview notes that I could see for the other three individuals in the documents 
provided me from David. 

In the documents David provided there were two sets of additional questions posed to  via email. In a 
previous email David has informed me that he does not have any responses from  in his files to these 
additional questions. David also told me he does not recall whether  answered the questions or not. 

In the documents from Internal Audit were notes from an interview with  There were no notes that I 
could see from interviews with the other three individuals. 

Based in this information I have a number of questions for both of you (David and Henry) that we need 
answered. 

Questions: 

Which of the four individuals (   Reid, Christian) were interviewed? Who interviewed each of 
the individuals? I spoke with all of the individuals.  and  were in person with Henry and/or Rick 
present as I recall- both I believe, Jeff Christian was over the phone by me .. Charles was a meeting with Ray 
present I believe, and I am not sure about Henry or Rick. Particularly with Charles I would not call it an 
"interview", it was a meeting to discuss the results to that point. 

any of these four individuals were not interviewed please provide an explanation as to why they were not 
interviewed and who made that decision. Were any other employees involved in that decision making process 
other than the two of you? Rick Prinja was involved. 

Was  interviewed or only provided written questions to which he responded in written form?  was 
interviewed at least once. The first set of questions ensued from that interview- that interview pruily explored 
the issues, but was mostly to set the stage and get him thinking and recalling. As I recall we gave him a package 
of key documents, as we did with  for fairness and to ensure fairness and fullness of comprehension and 
recall. 

If Reid and Christian were interviewed provide notes or an explanation as to why no notes are in the files. Reid 
was met with, not really interviewed. Christian I spoke with over the phone. My practice in this s01i of 
circumstance (as opposed to taking witness statements or notes for future potential witness statements for a 
legal proceeding) is to take transitory notes of points that had something to add to what was in issue, that tended 
to confirm or deny the asse1iions, then destroy them later after they are transformed into conclusions or reports 
or questions or operative documents. If someone had nothing to add (e.g. Jeff Christian), no notes were 
necessary as the exercise was relatively short-lived. In my mind it was not the appropriate procedure, for an in
house review as opposed to a termination related inquiry, say-- to take notes during the interview, plus it 
makes it harder, at least for me, to concentrate on the answer and the supplemental questions. So the notes I 
made were sketchy, written mainly immediately after the interviews, and probably only understandable by 
myself both for legibility and content. They would have been destroyed after the report was done and a little 

period had elapsed to see if there were any questions arising. Jeff Christian I needed no notes for nor any 
.ilv!.!L!U'H or endorsement in the report: he had no involvement in the particulars of the issue a11d knew nothing of 
it at the time. Charles Reid was not really an interview, as I said. As I recall he affirmed that no decision had 
been made as of the time of the hearing, and that was the only real point of direct relevance. That was consistent 
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with what we had already leamed so no further notation needed to be made. I also spoke with Bonita 
Thompson, and offered to meet v,Jj_th the complainant to discuss the conclusion, if he or she wanted. (Neither 
Henry nor myself have ever known who it was.) 

Were the conclusions ofthe audit based on interviews with Reid and Christian? If not, provide an explanation 
as to why not and an explanation as to who made that decision. Christian had no fanliliarity with the issue or the 
background. The issue did not come up for rum in the proceeding in a way that required him to insert or inform 
himself. Reid, as I recall, was mainly a matter of reporting back to him the status of the investigation and report. 
I distinctly recall some of the feedback he gave, which I can go into in person if you wish. 

Were any other employees involved in that decision making process other than the two of you? Rick Prinja. 

Henry do you have notes or responses from  for the additional questions posed to  Do you 
recall whether  responded to these additional questions? I do not recall the outcome or whether  
answered further. It could be I followed up with l1im by phone on the matters of particular interest from my 
point of view (viz. the last 3 questions, but I am trying not to force (and maybe manufacture) recollections. I 
would absolutely have wanted to be sure of his answers on tllings tl1at were vital to my particular points of 
concern before I reached my own conclusions. I did not cross-examine  for credibility; that would not have 
been appropriate to the proceeding or my role, nor on the face of it were there grave inconsistencies that 
required that sort of engine to be brought to bear. 

Do either of you recall your thought process for concluding the audit and presenting your findings, without 
including  responses to the additional questions, if he did not answer them. In a sinlilar vein, if either 
or both of Reid and Christian were not interviewed do you recall your thought process for completing the audit 
without interviewing them?  answers and interview,  interview, and the evidence given at the 
hearing, plus internal documents showing the state of play on the issue behind the scenes were the key elements 
for my part. I do recall my thought process and can describe that to you in person or by separate note if you 
wish. As per the report and my notes, my conclusion is pretty much consistent with the public statement issued: 
we met our evidentiary obligations, but it was not the best or most complete evidence possible (meaning issues 
of judgment were raised.) 

I look forward to your replies. I may have some further questions. 

Respectfully, 

Tom Loski I Chief Regulatory Officer 

BCHydro 
333 Dunsmuir St. 16th floor 
Vancouver, BC V6B 5R3 

p 604 979 5494 
M 604 839 3899 
E email.address@bchydro.com 

bchydro.com 
Smart about power in all we do. 
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Honda, Henry 

To: 
Wednesday, December 23, 2015 3:33 PM 
Avren, David; Laski, Tom 

Cc: 
Subject: 

Aldeguer, Ray; Fraser, Janet; Prinja, Rick; Lagnado, Albert 
RE: Investigation 

Tom, 

I met with Albert and Rick this morning to have a preliminary review of the files and related e-m ails that Internal Audit 
has on this review. I still need a bit more time to review all the information. However, in general, based on what I have 
reviewed so far, I agree with David's responses below. However, I would like to finish reviewing the information to see if 
there are other additional points I can add or provide. Can you please confirm the required timing on this. It may be 
beneficial for all of us to meet and discuss this review when you have some time as it may be easier if we discuss the 
review approach and related meetings. Thanks 

Henry 

Henry Honda, CA, CPA (Illinois) 1 Senior Manager, Finance 
Capital, Evaluations, & Business Support Team 
T 604-529-5845 

Avren, David 
2015, December 21 10:36 AM 

: Laski, Tom; Honda, Henry 
Cc: Aldeguer, Ray; Fraser, Janet 
Subject: RE: Investigation 

Hi, Tom. 

I have not conferred with Henry on this, so let's see if he's consistent with what I recall, below .... ! 

If you need more, I'm around all week. 

D. 

David Avren 
Director, Legal Services 

BC Hydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 623 3611 
M 604 816 3074 
E david.avren@bchydro.com 

about power in all we do. 
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From: Laski, Tom 
Sent: 2015, December 21 8:02 AM 
To: Avren, David; Honda, Henry 
Cc: Aldeguer, Ray; Fraser, Janet 
Subject: Investigation 

Hi David and Henry. I have some questions for the two of you regarding the 2010 COC review with respect to 
the IT issue that arose out of the RRA hearing in 2008, after having read the documents provided to me. The 
documents I have were those that you provided me directly David as well as the documents I received from 
Albert Lagnado and Rick Prinja from Internal Audit. Henry, I was told the documents provided me by Albert 
and Rick represent 1 00% of the documents Internal Audit have on this file. 

In the documents I have included is an audit plan. That plan set out an interview plan for four people.  
 Charles Reid,   and external regulatory counsel (Jeff Christian). 

In the file that David provided were answers to questions for   only that I could see. These seemed 
to be written responses by  to written questions posed to him. There were no interview notes for 

 There were no interview notes that I could see for the other three individuals in the documents 
provided me from David. 

In the documents David provided there were two sets of additional questions posed to  via email. In a 
previous email David has informed me that he does not have any responses from  in his files to these 
additional questions. David also told me he does not recall whether  answered the questions or not. 

In the documents from Internal Audit were notes from an interview with  There were no notes that I 
could see from interviews with the other three individuals. 

Based in this information I have a number of questions for both of you (David and Henry) that we need 
answered. 

Questions: 

Which of the four individuals ( , Reid, Christian) were interviewed? Who interviewed each of 
the individuals? I spoke with all of the individuals. and  were in person with Henry and/or Rick 
present as I recall- both I believe, Jeff Christian was over the phone by me .. Char·les was a meeting with Ray 
present I believe, and I am not sure about Henry or Rick. Particularly with Charles I would not call it an 
"interview", it was a meeting to discuss the results to that point. 

If any of these four individuals were not interviewed please provide an explanation as to why they were not 
interviewed and who made that decision. Were any other employees involved in that decision making process 
other than the two of you? Rick Prinja was involved. 

Was  interviewed or only provided written questions to which he responded in written form?  was 
interviewed at least once. The first set of questions ensued from that interview- that interview partly explored 
the issues, but was mostly to set the stage a11d get him thinking a11d recalling. As I recall we gave him a package 
of key documents, as we did with  for faimess and to ensure fairness a11d fullness of comprehension and 
recall. 

If Reid and Christian were interviewed provide notes or an explanation as to why no notes are in the files. Reid 
was met with, not really interviewed. Christian I spoke with over the phone. My practice in this sort of 
circumstance (as opposed to taking witness statements or notes for future potential witness statements for a 
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legal proceeding) is to take transitory notes of points that had something to add to what was in issue, that tended 
to confmn or deny the assertions, then destroy them later after they are transformed into conclusions or reports 
or questions or operative documents. If someone had nothing to add (e.g. Jeff Christian), no notes were 

as the exercise was relatively short-lived. In my mind it was not the appropriate procedure, for an in
review as opposed to a termination related inquiry, say-- to take notes during the interview, plus it 

makes it harder, at least for me, to concentrate on the answer and the supplemental questions. So the notes I 
made were sketchy, written mainly immediately after the interviews, and probably only understandable by 
myself both for legibility and content. They would have been destroyed after the report was done and a little 
grace period had elapsed to see if there were any questions arising. Jeff Christian I needed no notes for nor any 
mention or endorsement in the report: he had no involvement in the particulars of the issue and knew nothing of 
it at the time. Charles Reid was not really an interview, as I said. As I recall he affirmed that no decision had 
been made as of the time of the hearing, and that was the only real point of direct relevance. That was consistent 
with what we had already learned so no further notation needed to be made. I also spoke with Bonita 
Thompson, and offered to meet with the complainant to discuss the conclusion, if he or she wanted. (Neither 
Henry nor myself have ever known who it was.) 

Were the conclusions of the audit based on interviews with Reid and Christian? If not, provide an explanation 
as to why not and an explanation as to who made that decision. Christian had no familiarity with the issue or the 
background. The issue did not come up for him in the proceeding in a way that required him to insert or infonn 
himself. Reid, as I recall, was mainly a matter of reporting back to him the status of the investigation and report. 
I distinctly recall some of the feedback he gave, which I can go into in person if you wish. 

Were any other employees involved in that decision making process other than the two of you? Rick Prinja. 

do you have notes or responses from  for the additional questions posed to  Do you 
whether  responded to these additional questions? I do not recall the outcome or whether  

answered further. It could be I followed up with him by phone on the matters of particular interest from my 
point of view (viz. the last 3 questions, but I am trying not to force (and maybe manufacture) recollections. I 
would absolutely have wanted to be sure of his answers on things that were vital to my particular points of 
concern before I reached my own conclusions. I did not cross-examine  for credibility; that would not have 
been appropriate to the proceeding or my role, nor on the face of it were there grave inconsistencies that 
required that sort of engine to be brought to bear. 

Do either of you recall your thought process for concluding the audit and presenting your fmdings, without 
including  responses to the additional questions, if he did not answer them. In a similar vein, if either 
or both of Reid and Christian were not interviewed do you recall your thought process for completing the audit 
without interviewing them?  answers and interview,  interview, and the evidence given at the 
hearing, plus internal docun1ents showing the state of play on the issue behind the scenes were the key elements 
for my part. I do recall my thought process and can describe that to you in person or by separate note if you 
wish. As per the report and my notes, my conclusion is pretty much consistent with the public statement issued: 
we met our evidentiary obligations, but it was not the best or most complete evidence possible (meaning issues 
of judgment were raised.) 

I look forward to your replies. I may have some further questions. 

Respectfully, 

Tom Loski I Chief Regulatory Officer 

3 



BCHydro 
333 Dunsmuir St, 16th floor 
Vancouver, BC V6B 5R3 

p 604 979 5494 
M 604 839 3899 
E emaiLaddress@bchydro.com 

bchvdro.com 
Smart about power in all we do. 
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CULTURAL REVIEW: 
CODE OF CONDUCT INVESTIGATION 

Background 

In January 2016, Butler Workplace Solutions and specifically  (the 

"Investigator") was retained as legal counsel by Mr. Peter Clark, Ethics Officer, BC Hydro on 

behalf of BC Hydro ("BCH") to conduct a confidential investigation (the "Investigation").  

 met with Ms. Janet Fraser, Senior Vice President Corporate Affairs & Chief Human 

Resources Officer and Mr. Clark to develop terms of reference for the Investigation (the 

"Terms ~f Reference"). 

On December 10, 2015, BCH ·received a copy of a complaint sent by Mr. Adrian Dix, MLA 

Vancouver-Kingsway (the "Dix Complaint"), to the BC Utilities Commission (the "BCUC") on 

December 8, 2015. The Dix Complaint made serious allegations against BCH, its Board and 

individual employees regarding testimony on information technology ("IT") expenditures 

during the F2009/201 0 Revenue Requirements oral hearing in 2008 (the "2008 RRA"). On 

January 8, 2016, BCH submitted its response to the Dix Complaint to the BCUC. 

The Dix Complaint and the document review that it caused BCH to undertake confirmed 

BCH's interest to continue to foster a respectful and open environment in which diverse 

opinions are encouraged and all feel free to speak up about concerns, consistent with the 

core values articulated in the Code of Conduct (the "Code"). 

The objectives of this Investigation as articulated in the Terms of Reference are as follows: 

1. To determine if BCH had developed an overall culture and identified an approach to 

its relationship with BCUC in 2008. If so, to determine what it was and what 

expectations were communicated to its employees in the context of sharing 

information with BCUC. 

2. To determine if the conduct demonstrated by BCH staff aligned with the company's 

expectations at the time (those of safety, service, integrity, accountability, teamwork 

and ingenuity). 



3. To determine the nature of the employees' understanding of the regulatory process 

and evidentiary requirements. 

4. To obtain learning's from the 2008 Regulatory Review Process to inform the 

development of appropriate regulatory practices in the future. 

The document review carried out in responding to the Dix Complaint identified only four 

current BCH employees who were involved in the 2008 RRA and who may have knowledge 

relevant to the above referenced objectives. The Investigator met and interviewed six 

witnesses including the four current BCH employees and two external legal counsel who 

were all involved· in the 2008 RRA in various capac:;ities (the "Witnesses"). The Investigator 

interviewed Witnesses on February 19, March 2, 9, 10 and 11, 2016. At the request of Ms. 

Fraser and Mr. Clark; this Investigation summary (the "Summary Report") was prepared 

based on the evidence gathered and conclusions made to date, as of March 22, 2016. 

Conclusions 

There are inherent challenges in providing strong findings in the circumstances, in which only 

four relevant and current BCH employee Witnesses are available to provide evidence and 

when such a long time has passed (almost eight years). As such, the Investigator has 

provided the following conclusions that outline the key findings in connection with the 

objectives and questions posed in the Terms of Reference, as opposed to findings of fact on 

a balance of probabilities. 

1. BCH IT Department: The Climate in 2008 

Witnesses provided evidence about the general climate in the IT Department in 2008 and 

how, in their view, it contributed to the concern that the evidence provided by   

 Chief Information Officer (at that time), in the 2008 RRA, was not entirely correct. 

The Witness evidence indicated that in 2008, the IT Department was experiencing a number 

of changes that created an environment where its overall strategy was evolving and not clear 

to many BCH employees. In addition, there were many new IT employees and sometimes

unfilled positions within the Department. The following are the factors that likely influenced 

the IT Department's climate in 2008: 



• Witness evidence indicated that in 2008, a majority of the IT employees had less than 

two years' seniority with BCH; 

• Under   leadership, the IT strategy was changing from a more 

decentralized approach both in terms of how and where IT employees were 

positioned and of amalgamation of Enterprise Resource Planning (the "ERP"). 

Witnesses indicated that in 2008, the IT strategy changed as BCH was then working 

with many ERPs and there was an interest in bringing them together under one ERP; 

• ERP process change was a massive undertaking and some Witnesses said there 

was a lack of understanding from non-IT employees about what the process entailed 

which contributed to communication challenges between departments; 

• In 2008 when   transitioned from contractor to his role as a BCH 

employee, he made a number of changes that contributed to a high degree of change 

in the IT Department. The impact was that important senior positions were not filled 

that year. An example provided from one Witness was a former employee,  

     and who would 

have been key in managfng the capital budget for the ERP Project; 

•    in moving the 

ERP initiative forward. Combined with the high degree of change in the IT 

Department, Witness evidence indicated this created  

.   and 

• One Witness recalled a sense that with regard to the 2008 RRA, the IT Department 

"didn't have a solid story" to explain what "they were doing and what their intent was." 

The Witness recalled that the IT Department's evidence was somewhat "messy" and 

"unclear". A few examples follow: 

o One Witness indicated that in 2008, there was a shift "coming out of an era" 

where the IT strategy went from being more "piecemear to supporting a __ more 

integrated, effective, longer-term strategy; 

o One Witness indicated that in 2008,   had been tasked with a mandate 

to "tidy up" the IT strategy, but that the change in strategy was slow and in the 

period leading to the 2008 RRA, "it felt like it was in a state of flux" and that  

 explanation of the IT strategy in 2008 "was murky"; 



E SOLUTIONS J-----"" 
o One Witness indicated that there was a "lack of executive ownership of 

technology" at the time because IT was difficult for people to understand and the 

[then] senior executive "didn't like thinking about ir; 

o One Witness stated that the general lack of understanding about the IT projects 

contributed to people asking less questions about the IT strategy. One Witness 

said, "Tech is so complicated- most people have a peripheral understanding of it 

- it's not like building a transformer... The rest of us rely on the tech leader 

because we will never understand it enough to really know ... maybe that's still the 

case today?"; 

o One Witness stated, "Sometimes it's hard to put our arms around IT" and that IT is 

more difficult to understand than a defined process or project; and 

o One Witness indicated that with respect to the IT strategic plan, questions were 

not asked. This Witness. said, "I didn't pursue it because I didn't understand it that 

well." 

2. Lack of Clarity and Understanding of Significance of the Regulatory Process 

The Witness evidence to date has been consistent in outlining that in 2008, there was a lack 

of clarity about the role of the BCUC arid the roles and responsibilities of BCH employees 

preparing information requests ("IRs") and evidence for hearings. Witnesses described that in 

2008, BCH was going through a process of "understanding what it meant to be regulated'' 

because at that time, there had not been any rate hearings for a number of years. 

• One Witness indicated that some BCH employees were uncomfortable with the 

scrutiny in the regulatory process in 2008 due to their "sheer inexperience" in the 

process; 

Witness evidence indicated that while BCH was taking the 2008 RRA "very seriously" 

and many "executives were giving a lot of time, attention and effort· to the process," 

some senior leaders in 2008 felt the process was onerous and that there was not 

enough time for it: 

o One Witness recalled that in 2008 some senior leaders felt, "Why should we let 

people look up our kimono?"; 



o One Witness recalled that for some BCH leaders, it may have been 

"Uncomforlable for a non-BCH body telling us how much money to spend on 

what''; and 

o One Witness recalled a sense by some BCH leaders that the "process was an 

annoyance ... not a core-business process ... done off the side of people's desk"; 

• One Witness indicated that regular participation in the regulatory process contributes 

to BCH best business practices. The Witness stated, "If you go through a process 

every year, you get in the habit of making good business decisions that can be 

scrutinized"; 

• Two Witnesses indicated a need for better training for those supporting the leaders in 

preparation for rate hearings so that they understand what information they should be 

looking for and to what extent to prioritize the regulatory work versus the regular and 

ongoing expectations in their job descriptions; 

• One Witness stated, "I'm not aware of how to amend regulatory testimony- even 

today- it's not cleat'; and 

• One Witness indicated that in 2008, BCH employees' lack of experience with the 

regulatory process made it difficult to respond effectively. The Witness stated that the 

rapid timeline of requiring information, "sometimes only three hours," made it 

impossible to ask questions; and that the rush to get answers did not create an 

environment that "encouraged people to ask questions" or question whether the 

material being provided was the best evidence. 

3.   

•  

 



• 

o Witness evidence indicated the ERP strategic business plan had not been well 

articulated to many internally within BCH prior to the rate hearing process which 

may have    

and 

o One Witness stated that    

 

 



4. Legal Advice and Witness Training 

The evidence indicates that in 2008, there was a high degree of reliance on external counsel 

Lawson Lundell ("Lawson") during much of the lead up to and preparation for the 2008 RRA. 

During the preparation for the hearings, there was also an American witness preparation 

consultant (the "Witness Consultant") retained to prepare witnesses for the hearings. The 

substantial reliance on Lawson and the Witness Consultant created an environment in which 

individuals external to BCH had a significant impact on the way in which BCH witnesses and 

employees understood their role and participation with the BCUC in the 2008 RRA. 

• One Witness stated that in 2008 for many at BCH "the regulatory process was long 

forgotten ... people weren't comfortable" which led to BCH being "quite reliant on 

Lawson to guide us"; 

• One Witness stated that Lawson was relied on for guidance on "how to respond, what 

to say ... every IR was reviewed by Lawson ... [BCH] deferred to them a lot because 

we didn't have experience or know how"; 

• One Witness described the sense of deference to Lawson in 2008 and recalled 

hearing BCH employees state, "That's what [the lawyer] wanted us to do"; 

• One Witness stated, "Jump forward to 2012 and today, we have people who are 

familiar with [the regulatory process] ... [Therefore we won't] be so reliant on what 

Lawson is telling us ... but the deference to Lawson still exists"; 

• Three witness training activities were organized prior to the rate hearing in 2008: 

o Witness training, mock-cross examination, and one-on-one sessions with 

regulatory and external counsel; and 

o The focus on training was not about content but about demeanor (how to sit, 

speak and answer); 

• Witnesses described their experiences with the Witness Consultant: 

o One Witness indicated many BCH employees did not feel comfortable with the 

Witness Consultant because the tone was extremely adversarial and "came from 

a place of fear"; 



o One Witness recalled that during the 2008 RRA hearing preparation, a witness 

pulled her aside to voice dis-satisfaction with the Witness Consultant and said, 

"They don't fit with our values and culture in how they treat us in training"; and 

o One Witness indicated the concern with the Witness Consultant was "not the 

content but the way it was presented"; 

• Witness evidence indicates that the instructions from Lawson in how to respond as a 

witness during the hearing included: 

o Litigation is not a dialogue; and 

o It is not the witness' job to volunteer; a witness is not there to make a case for the 

position of the cross-examiner; 

• One Witness stated, "Perhaps we created too much fear in the process": 

o The Witness recalled that the hearing practice set up with the Witness Consultant 

and Lawson was seen by some at BCH to be "worse than [the] actual hearing"; 

o The Witness stated that the hearing practice was "perhaps overblown" and that 

they were "trying to get witnesses to take it seriously"; 

o The Witness recalled that the actual hearing process was "very nerve-wracking for 

people ... they just wanted to get it done"; and 

o The Witness stated that in 2008, "We used a military style" to prepare people; 

• One Witness stated, "I never felt like Lawson was telling us to be evasive" but "I didn't 

like the [Witness Consultant]"; and 

• One Witness stated, "We should try something different in terms of prepping teams 

for hearings and responsibility for IRs." The Witness indicated that more coaching and 

use of a collaborative style as opposed to a more dictatorial style would likely be more 

effective. 

5. Perceptions of Culture and Expectations of BCH Employees in Connection with 

Raising Concerns and Sharing Information 

The Witness evidence to date has been consistent in articulating that they could and would 

come forward with concerns in connection with the 2008 RRA, both in 2008 and in the 

present. There was no evidence that any Witnesses had a sense of being "silenced" in any 

way in 2008. 



• The Witness evidence to date indicates that in 2008, employees did not feel a sense 

that they were "expected to fall in line" with whatever evidence was being brought 

forward in the 2008 RRA; 

The Witness evidence to date indicates they were not clear about the process or that 

there was a process to amend evidence given in hearings; 

• When asked to comment on the culture and expectations of BCH employees in 

sharing information with the BCUC in 2008, Witnesses stated: 

o "I didn't feel at the time I was being silenced -I feel the same now as well .... Even 

though [    I didn't feel silenced - there was no 

particular climate in IT in 2008 where we were all falling in fine"; 

o "I had no reservations to ask questions [in 2008]"; 

o "If I had concerns - I would have brought them forward"; 

o "I heard [an employee] brought concerns about [   testimony in the] 

BCUC hearings to [   and  

o "To my knowledge, nobody came forward at the time [to Regulatory] ... if this had 

come up, it would have gone through the regulatory team to decide whether or not 

to address it in re-direct... I wonder why it didn't come to Regulatory? 

Inexperience of other folks?"; 

o "I had no concerns about any evidence in 2008 ... It's up to an individual's strength 

of character ... Lots of people aren't empowered to speak up [because of] fear of 

making a mistake, fear of annoying their boss, fear of the regulatory process or 

fear of causing more work." 

• Given the small number of Witnesses available to provide evidence, the Investigator was 

unable to make further findings in connection the second objective set out in the terms of 

reference: To determine if the conduct demonstrated by BCH staff aligned with the 

company's expectations at the time {those of safety, service, integrity, accountability, 

teamwork and ingenuity). However evidence did indicate that the BCH values at the time 

were articulated clearly and communicated widely to BCH employees in a number of 

innovative ways including banners hanging in BCH lobbies and mouse-pads provided to 

employees stating the values. 



Recommendations 

1. BCH: A Regulated Utility 

A number of Witnesses discussed the need for BCH employees at all levels to have a better 

understanding of what it means to be regulated and how regulation impacts the work being 

done in the organization, all the time, not only during the lead up to a hearing process such 

as the 2008 RRA. 

One Witness suggested a "Regulated Utility 101" course would be valuable for employees 

across BCH in order for them to understand what it means to be regulated and to have clarity 

in how BCH approaches communication with the BCUC in any regulatory process so that it is 

consistent with the values articulated in the Code today. 

By incorporating the expectations of regulation as an essential part of BCH's business, there 

is an opportunity to engage business groups to become responsible for regulatory outcomes, 

rather than seeing the regulatory process as something that only rests on those charged with 

regulatory and legal duties within BCH. When business groups and individuals feel greater 

ownership in the regulatory process, it would be logical that they would take greater 

responsibility for the messages and material being provided to the BCUC. 

By integrating regulatory expectations as a part of best business practice, all business 

groups will hopefully become more proactive in information sharing and producing material 

that would be necessary in a process such as the 2008 RRA. One Witness stated he/she felt 

some BCH departments that are more familiar with the regulatory process are being more 

proactive in planning, tracking costs and making business cases with the knowledge that the 

information will likely be used or required. by the regulator. This example lends credence to 

how being proactive results in better information sharing during the rate hearing process and 

less "scrambling." 

2. Reliance on External Legal Counsel and Consultants 

The evidence indicates that in 2008, there was a high degree of reliance on external legal 

counsel in the lead up to and during the preparation for the 2008 RRA. Two Witnesses 

indicated a view that the reliance was due in large part to the inexperience of employees in 



2008 in preparing for a rate hearing. One Witness stated, "We deferred to them a Jot because 

we didn't have experience or know how." 

The Witness Consultant used in 2008 made a significant and sometimes negative impact on 

a number of employees. One Witness stated, "They would scare us to make sure we 

prepared enough .... Prepping people is important, but I'm not sure if it was the right way." 

The evidence is clear that both Lawson and the Witness Consultant were strong influences 

on BCH employees preparing to be witnesses and those supporting the witnesses. 

The evidence indicates that standard legal advice was provided in connection with witnesses 

in a litigation setting, such as "It's not your job to volunteer information," "You're not there to 

make a case for the position of the cross-examiner.~ and "It's litigation - not a dialogue." 

While the advice may be typical, paired with the strong reliance on external counsel and the 

adversarial approach of the Witness Consultant, one can imagine an environment created 

where inexperienced witnesses may not have been clear on how to approach their role as a 

witness that would be both effective and consistent with the BCH values articulated at the 

time. 

It is fundamental that future BCH witness and witness support teams are prepared in a way 

that sets them up to be successful AND is consistent with the values articulated in the Code, 

not only in order for them to effectively share information with the BCUC but in order that they 

feel confident that the work they are doing is in line with the expectations of BCH and its 

values. 

3. Preparation for Regulatory Processes 

Witnesses discussed the role of the employees as a witness aid, or in assisting business 

groups to draft IRs and the challenges created when these employees are not clear about 

their role. One Witness indicated that in 2008, it was never made clear "What our role was 

[or] what we should do." Another Witness indicated employees needed. more information on 

"how to deal with conflicting information [and] who has the final say to decide what 

information" should be brought forward in an IR, a witness binder, or an undertaking. 



Another Witness described challenges created when a senior leader leaves much of the 

hearing preparation to employee witness aids and the "witness aid becomes more engaged 

than the witness." While it is clear the preparation for a rate hearing must be a collaborative 

process in order to be effective, it cannot rest entirely with witness aids; senior leaders must 

be significantly engaged. 

As part of the education about the regulatory process, it would be helpful to provide 

information about: 

• any upcoming processes and what can be expected; 

• the degree of time and energy likely to be required in different roles; and 

• the expectations on employees in terms of how to balance increasing expectations 

with respect to regulatory process with the demands in their regular roles. 

Further, by linking experienced BCH employees as mentors and coaches with employees 

who are neW to regulatory processes, there is an opportunity· to increase BCH's 

organizational knowledge and confidence in the regulatory process, share information and 

best practices between employees, and encourage BCH values to be incorporated into the 

significant effort being undertaken to satisfy the regulatory expectations. 

All of which is respectfully submitted. 

Date: April 1, 2016 

 
Lawyer, Mediator & Investigator 
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