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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA 

 

Responses to Movement of United Professionals to Information Requests 

on Evidence  

 

British Columbia Hydro and Power Authority Review of the Regulatory Oversight 

of Capital Expenditures and Projects – Project No. 3698877  

 

December 10, 2018 

I.0 GENERAL – COMMISSION JURISDICTION 

Reference: BC Hydro v BCUC [1996] CanLII 3048 (BC Court of Appeal): 

56 It is only under s.112 of the Utilities Act that the Commission is authorized 

to assume the management of a public utility. Otherwise the management of a 

public utility remains the responsibility of those who by statute or the 

incorporating instruments are charged with that responsibility. 

57 One of the primary responsibilities and functions of the directors of a 

corporation is the formulation of plans for its future. In the case of a public utility 

these plans must of necessity extend many years into the future and be constantly 

revised to meet changing conditions. In the case at bar the effect of the 

Commission's directions is to place a group, whose interests are disparate, in a 

superior position in the sequence of planning and to require the directors to justify 

a deviation from the product of the IRP process in the exercise of their 

responsibilities. 

58 Taken as a whole the Utilities Act, viewed in the purposive sense required, 

does not reflect any intention on the part of the legislature to confer upon the 

Commission a jurisdiction so to determine, punishable on default by sanctions, the 

manner in which the directors of a public utility manage its affairs. 

and reference: Exhibit C3-10, Evidence of David Craig: 

95. The CEC submits that the current processes available to the Commission to 

review BC Hydro’s capital expenditures do not enable the Commission to achieve 

oversight as adequately as they could. 

96. In the CEC’s view, the RRA and Annual Report to the Commission appear in 

the capital review process at a stage where the Commission has limited 

opportunities to add oversight value. Both the RRA and the Annual Report to the 
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Commission provide an historical view of spending with only a limited review of 

future spending, such that neither process provides an opportunity to assess 

planned future spending. 

97. The CEC believes that the Commission should establish information 

requirements and review its information processes to allow the Commission to 

build an understanding of the long-term cost-effectiveness of BC Hydro’s capital 

investments. 

98. To accomplish this, the Commission’s regulatory process should allow for 

greater assessment at the beginning stages (drivers, strategies & plans) of the 

capital expenditures consistent with the proposals set out in Part I of this evidence. 

This would improve the Commission’s oversight of BC Hydro’s capital 

expenditures and provide for a more comprehensive assessment of their cost 

effectiveness. Assessments being conducted at a higher level and at an earlier 

stage will enable the Commission’s regulatory processes to identify more 

improvement opportunities and increase the ability of the Commission to 

determine the cost effectiveness of BC Hydro’s capital expenditures. 

. . . . 

184. The CEC believes that it is highly valuable to the Commission to have a clear 

view of the effectiveness of BC Hydro’s understanding, assessment and treatment 

of its capital drivers in properly allocating capital for capital expenditures and 

investments. Understanding the effectiveness of the capital driver processes 

provides an important foundation to the Commission’s assessment of why it should 

make capital expenditure approvals and whether or not the expenditures are 

soundly justified and should be recovered in rates. 

185. The CEC considers that the driver systems and their performance in affecting 

the cost-effectiveness of services to BC Hydro ratepayers is of such importance as 

to warrant significant regulatory attention. Focus on this area will enable the 

Commission’s oversight to achieve substantial added value from its decisions. 

1.1 Please situate your proposals within the jurisdiction of the Commission, including in 

relation to the Court of Appeal’s comments about “[determining] . . . the manner in which the 

directors of a public utility manage its affairs.” Please explain both at a high level (the overall 

purpose and strategy of the proposals) and at a ground level (e.g., proposed reporting and 

oversight of identified capital expenditure/investment considerations). 

ANSWER 

The Court of Appeal decision in regard to the BC Hydro and Power Authority Board’s 

responsibility to manage the company and its planning is clear and has influenced the CEC to 

avoid recommending that the Commission create any process which would attempt to insert 

Commission or other party led decision making into BC Hydro’s management of the Utility.  
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The CEC has reviewed the Court of Appeal decision and believes that the Commission can stay 

within its jurisdiction and not interfere with BC Hydro’s management.  The Commission has broad 

powers to improve the Commission’s oversight information, in regard to BC Hydro’s capital 

expenditures and investments. The Commission can improve its oversight information to ensure it 

has a better understanding of the cost-effectiveness of the capital expenditures and investments as 

a context for fulfilling its approval roles under the Utilities Commission Act (“UCA”). 

The Commission’s jurisdiction to obtain information from BC Hydro devolves from several 

sections of the UCA as follows; 

(1) Section 24 provides that the Commission must make examinations and conduct 

inquires necessary to keep itself informed about the conduct of public utility business 

(2) Section 43(1) providing that a public utility must answer specifically all questions of 

the Commission and provide to the Commission the information the Commission 

requires. 

(3) Section 49 enables the Commission by order to require a public utility to keep records 

and accounts of the utilities business that the Commission may specify or provide at 

the times and in the form and manner the Commission specifies, a detailed report of 

finances and operations, verified as specified. 

(4) Section 78 (1) enable the Commission in regard to an inquiry the Commission considers 

necessary to have a member, officer or person appointed by the Commission to make 

the inquiry and the Commission may act on that person’s report. 

(5) Section 82 (1) empowers the Commission on its own motion inquire into, hear and 

determine a matter under the Act that it may hear or determine on application or 

complaint. 

The CEC does not believe that the Commission would be constrained if it were seeking to improve 

its oversight information for BC Hydro’s capital expenditures and investments. 

1.2 To what extent do your proposals move beyond gathering information for regulatory 

oversight purposes toward directing the decision-making process? Please situate your response 

in relation to the Commission’s jurisdiction. 

ANSWER 

The CEC has attempted to ensure that its recommendations to the Commission are confined to 

seeking Commission oversight information not for the purpose of interfering in the management 

process but for the purpose of the Commission’s approval role responsibilities under the UCA. 

The Commission cannot seek to direct the management decision making process in BC Hydro. 

The CEC’s evidence is aimed at improvement of the Commission’s oversight information. The 

CEC has recommended this so that the Commission can assess BC Hydro’s management of its 

capital expenditures and investments. The CEC believes that the Commission needs to do this in 
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order to build the Commission’s own understanding of the cost-effectiveness of BC Hydro’s 

management of its capital expenditures and investments.  This understanding is essential to the 

Commission’s role under the UCA. 

2.0 “STAKEHOLDER CONCERN” 

Comment: there may be considerations that are imperative in capital planning and expenditure 

whose value may not be adequately captured in a quantitative financial cost- effectiveness 

analysis of the nature that Mr. Craig proposes – for example, community values, environmental 

concerns and First Nations entitlements. 

2.1 Does CEC agree with this characterization? 

Comment: Mr. Craig’s evidence addresses these issues under the heading “Stakeholder 

Concern Assessment” (Exhibit C3-10 paras. 48 through 53) and under the heading 

“Stakeholder Concern Management” in the proposed templates relating to each category of 

capital activity (for example at page 18 of the Exhibit). 

ANSWER 

Community Values 

To the extent that community values may be a concern that BC Hydro would or should find as 

important in its business, such as ‘openness and transparency’ in the conduct of its business it 

would be possible to define the issues as to what information would be of community concern and 

to then measure the degree and quality to which it is available openly and transparently. 

BC Hydro already does this with regard to a number of community values such as risks to public 

safety, where BC Hydro has a definition of this and has processes for measuring and tracking 

public safety. 

For any measured community value, it is possible to have strategies for improving the performance 

and to have plans for capital expenditures and investments which may be aimed at changing the 

performance. These strategies and expenditures can then be viewed in relationship to a change 

sought in the measure to establish a cost-effectiveness view of the management of the capital 

expenditure. Some levels of response to community values may not be considered cost-effective 

some may be considered as very cost-effective. The CEC believes that the Commission’s oversight 

information can be improved to the extent it builds up its cost-effectiveness perspectives of BC 

Hydro’s capital expenditures and investments. 

Also, the measures and responses to community values may be formed as standards to be met as a 

condition of maintaining an appropriate relationship with the community. The Commission’s 

oversight information in regard to standards such as this may include a cost-effectiveness 

perspective as well. 

The CEC does not in any way suggest that every last issue in this case of community values may 

need to be measured and evaluated in regard to cost-effectiveness. Priorities regarding important 

issues will need to govern improvement of the Commission’s oversight information. 
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Environmental Concerns 

Most environmental concerns have definitions of the concern and will often have measurement 

standards related to the concerns. 

For example, BC Hydro is increasingly being concerned with GHG emissions as an environmental 

issue and is developing information on the emissions in various parts of the economy and further 

to evaluate what strategies may be used to lower GHG emissions. These strategies may lead to 

capital expenditures or investments to, for instance, displace GHG emitting activities with 

electrification of alternatives that would not emit the same amount of GHGs. The Commission’s 

oversight information could be improved by having a cost-effectiveness perspective on these 

concerns and actions by computing the cost per GHG emission reduction. 

The CEC contends that these are reasonable and common ways to manage environmental concerns 

and represent suitable examples of what the Commission may seek as oversight information. 

Many environmental concerns in the past have been managed by BC Hydro in similar ways. For 

instance, at one time in the past BC Hydro was using large quantities of herbicides on its right of 

ways and this became an environmental concern. BC Hydro measured the quantities impacting 

this concern found strategies for reducing the need for the herbicides that were cost-effective and 

reported on this environmental concern until the alternatives became normal.  

First Nations Entitlements 

First Nations entitlements, as with other seemingly qualitative issues, can be defined in specific 

terms that enable a measurement and quantification of the issues involved.  

Some First Nations entitlements may be absolutely determinable, in which case there is reasonable 

certainty and the costs of meeting such entitlements can be determined. The cost per ‘certain’ First 

Nation entitlement concern met can be determined and tracked to ensure that the management of 

investments in the resolutions are better understood. 

Other First Nations entitlements may be more ephemeral and less certain. For instance, First 

Nations are entitled to the honour of the crown in fulfilling a duty to consult with them about issues 

which may impact on their rights which may in themselves be uncertain. 

When these consultation actions are taken by BC Hydro, as an agent of the crown, they can be 

recorded in a log of the consultation activities. These logs can document the date, time, duration, 

subject matter discussed, participants, commitments made, promises delivered, views ascertained 

on specific issues, accommodations reached and resolutions agreed upon. The duty to consult does 

not provide a veto over all issues to one side or the other. Over time the record can establish a 

logical record of reasonable and fair solutions for the issues and concerns addressed and definition 

of what has not been settled. 

Ultimately, the record can establish that an honorable duty to consult has met a standard sufficient 

to enable the First Nations certain rights to be clearly respected and those with varying degrees of 

supportability to be elucidated. Finally, a reasonable resolution of issues and concerns can be 



 

 

{01166228;1}   

- 5 - 

defined and if not agreed upon they can be litigated according to the standards established in 

various judicial reviews of disputed concerns. 

The record of First Nations entitlement concerns can then be defined and measured albeit on a 

scale where considerable judgment is required to assess the status.  

The costs of reaching an appropriate level of duty to consult and an appropriate assessment of the 

reasonable resolution of concerns can be determined. Various strategies and approaches for BC 

Hydro and the First Nations can be defined and the outcomes tracked and comparisons made with 

regard to efficacy and effectiveness. In particular, the record in terms of meeting the appropriate 

standards and achieving closure on various issues and concerns can be tracked as can the costs of 

the processes used to arrive at the outcomes. 

Commission oversight of BC Hydro’s interactions and results in dealing with First Nations 

entitlements can be determined based on such records. BC Hydro regularly in various proceedings 

before the Commission has reported on the record of consultations and provided analysis of the 

record in summary of its demonstration actions in respecting First Nations entitlements and 

meeting the appropriate standards as well as managing the costs and outcomes of the processes.  

Summary 

The CEC finds that the evidence on the record of many proceedings before the Commission is that 

values issues can and are frequently measured, tracked and accounted for in a way that provides 

information to enable Commission oversight and integration of that information into Commission 

approval decision making as may be determined by the Commission. 

Comment: Mr. Craig’s evidence addresses these issues under the heading “Stakeholder 

Concern Assessment” (Exhibit C3-10 paras. 48 through 53) and under the heading 

“Stakeholder Concern Management” in the proposed templates relating to each category of 

capital activity (for example at page 18 of the Exhibit). 

2.3 To what extent does the proposed approach treat issues of this nature as obstacles to be 

overcome as opposed to values to be achieved? 

ANSWER 

The CEC’s view is that in dealing with various stakeholder values issues which may impact capital 

expenditures and investments by BC Hydro and the cost-effectiveness with which they are dealt, there 

is no particular issue to view these value issues as being obstacles to be overcome or values to be 

achieved. The CEC’s view is that such a perspective may be applied by a party with an objective 

relative to the specific values. 

The application of a consistent system for evaluation of stakeholder concerns, being to define them, 

determine the measurable representation of the issues, understand the potentially different strategies 

for dealing with the concerns, tracking the costs and calculating the cost-effectiveness assessment of 

the application of the capital expenditures and investments is simply an information management 

approach which can be very useful in understanding if the expenditures and investments are being 

prudently undertaken and can be seen as cost-effective. 
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The alternative is to simply approve expenditures based on heuristic judgement. The CEC is not 

opposed to this approach to managing some aspects of BC Hydro’s business and the CEC would 

advocate that at some level this will almost certainly be a preferred approach. 

However, once the expenditures and investments start to get into the millions of dollars it is more 

common for various forms of quantitative management information to become useful for evaluation 

and decision making.  

BC Hydro’s contracts with third parties often contain considerable quantitative assessment of what is 

being delivered for what costs. It is prudent for BC Hydro to manage its suppliers this way.  

It is also prudent for BC Hydro to manage this way itself. The Commission however, is not empowered 

to direct BC Hydro’s management but it is empowered and more so is in fact mandated to inform itself 

in its oversight role.  

The CEC’s view is that quantitative information is critically important to the Commission’s 

understanding of BC Hydro’s cost-effectiveness and should be a subject for the Commission’s 

improvement of its oversight information. This information can be derived from hard measurable 

physical properties and is as applicable to ‘values’ as used in the context of these questions as it is to 

physical property measurements.  

2.4 How should the Commission evaluate the impact of issues of this nature, aside from the 

quantitative financial cost-effectiveness analysis, when determining the prudency of 

proposed projects and the adequacy of BC Hydro’s capital plans? In other words, how 

should the Commission marry societal objectives and imperatives with the proposed cost-

effectiveness analysis with respect to capital programs and projects? 

ANSWER 

The assessment of cost-effectiveness need not become an exercise in turning all benefits into 

financial measures and performing cost benefit analysis and net present value decision making. 

The CEC would advocate that this would be an inappropriate approach. 

Cost-effectiveness of issues less amenable to financial evaluation of the benefits is typically done 

by assessing the costs in terms of the measurements applicable to the societal objectives.  

This is effectively done by BC Hydro in numerous circumstances in issues before the Commission 

and including in its IRP work submitted to the government.  

The Commission can benefit in its oversight of BC Hydro’s capital expenditures and investments 

by marrying the quantitative assessments of the cost-effectiveness of other values separately from 

the financial value assessments of costs and benefits more amenable to financial cost benefit 

analysis. 




