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REQUESTOR NAME: Clean Energy Association of B.C. (CEABC) 
INFORMATION REQUEST ROUND NO: #1 
TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY 
DATE: September 26, 2019 
PROJECT NO: 1599038  Order G-204-19 
APPLICATION NAME: 2019 Letter Agreement with Powerex (“2019 Letter Agreement”) 
______________________________________________________________________________ 

1.0 Reference: Exhibit B-1, Application, Cover Letter, page 3 of 11, Description of 2019 Letter 
Agreement. 
BC Hydro states that,  

“… the 2019 Letter Agreement is an additional tool for BC Hydro to employ to address 
short-term operational requirements.  It does so by allowing BC Hydro to secure physical 
wholesale electricity from Powerex on a forward basis (i.e. outside of the pre-scheduled 
day-ahead wholesale markets) but still within the operating time horizon.  There is no 
other mechanism currently in place that allows BC Hydro to purchase wholesale electricity 
in that manner.” 

1.1 What is the definition of “short-term” with respect to operational requirement?  How long 
a period is considered to be short-term? 

1.2 What is the definition of the “operating time horizon”?  How long a period is considered 
to be the operating time horizon? 

1.3 What, if anything, is currently preventing BC Hydro from purchasing energy from 
Powerex for future delivery? 

1.4 Is there anything currently preventing Powerex from purchasing energy on a forward 
basis?  Has Powerex ever made forward purchases? 

1.5  If liquidity is a problem, can’t Powerex purchase a hedge to correct this problem? 

2.0 Reference: Exhibit B-1, Application, Cover Letter, page 2 and 4 of 11, Need for the 2019 
Letter Agreement 
On page 2, BC Hydro states that the 2019 Letter Agreement will “… allow BC Hydro to acquire 
forward physical wholesale electricity to manage potential electricity shortages in the 
operational time horizon.” 
On page 4, BC hydro states that,  

“Forward purchases under the 2018 Letter Agreement helped provide BC Hydro with 
additional supply to allow it to meet its load-serving obligations during the 2018/2019 
winter season.”This is followed by footnote 7, which states: 

“And which also turned out to be financially beneficial for BC Hydro, although that aspect 
of the arrangement was not a driving factor and could well have turned out to be non-
beneficial had circumstances at the time turned out differently.” 

2.1 Please describe the unusual set of circumstances that led to the need for BC Hydro to 
import large volumes of energy during the 2018/2019 winter season. 
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2.2 During the last 10 years, how often have circumstances required BC Hydro to make large 
purchases of energy from the Mid-Columbia day-ahead market in order to meet its load-
serving obligations? 

2.3 Why is reference made to “potential electricity shortages”? What probability of 
occurrence does BC Hydro assign to a “potential electricity shortage”? 

2.4 If BC Hydro is expecting potential electricity shortages, why isn’t it renewing all existing 
electricity purchase agreements with independent power producers and others? 

2.5 Please describe the circumstances alluded to in footnote 7, which could have led to a 
“non-beneficial” outcome.  What is the approximate likelihood of such circumstances 
occurring, and what would have been the worst case scenario for the non-beneficial 
financial impact?  Is that likelihood and magnitude expected to be increasing or 
decreasing in the future, and for what major reasons? 

2.6 As stated in its response to CEABC IR 2.27.2 in F2020-21 RRA proceeding, BC Hydro 
claims there will be a forecast system surplus volume of about 4,000 GWh per year over 
the fiscal 2020 to fiscal 2024 period, from an Operating View?  Has this forecast 
changed? 

2.7 Could BC Hydro also acquire an additional 2,000 GWh from Island Generation, should it 
experience a “potential electricity shortage”? 

2.8 In addition, how much energy could BC Hydro acquire, if needed, by purchasing from 
Powerex all or part of the Canadian Entitlement? 

2.9 At https://engage.gov.bc.ca/columbiarivertreaty/faq/ it states: “Powerex sells the 
Canadian Entitlement at market value to either BC Hydro or utilities in Alberta or the 
United States.” Please explain how sales of the Canadian Entitlement to BC Hydro are 
transacted?  What does “market value” mean? 

2.10 Can sales of the Canadian Entitlement to BC Hydro be in any way adversely impacted by 
the apparent Mid-Columbia day-ahead market liquidity problem? Please explain. 

2.11 For each of the past 15 years, how much of the Canadian Entitlement has been delivered 
to B.C. Hydro and used to serve domestic load? 

2.12 Does BC Hydro have any reason to anticipate that a “potential electricity shortage” will 
arise in the future, to such an extent that it could not be met by the apparent 4,000 GWh 
of surplus plus the 2,000 GWh from Island Generation, plus Canadian Entitlement 
energy?  If so, what would be the possible cause of such a significant shortage?  What 
probability of occurrence does BC Hydro assign to such a shortage? 

2.13 In the 2018/19 winter season, BC Hydro became aware in December that it could 
experience a shortage but that the shortage would have abated by the following June.  
How far in advance does BC Hydro expect that it would become aware of any future 
significant shortages?  What is the longest delivery period that BC Hydro would require 
in order to deal with any anticipated electricity shortage? 

2.14 Would BC Hydro make use of forward purchases for any other reason than to manage a 
potential electricity shortage? 

https://engage.gov.bc.ca/columbiarivertreaty/faq/
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3.0 Reference: Exhibit B-1, Application, Cover Letter, page 3, Description of 2019 Letter 
Agreement 
BC Hydro describes a Purchase Interest Request as “a binding written offer to purchase 
wholesale electricity form Powerex on its terms, including the maximum price that BC Hydro is 
willing to pay, maximum volumes of electricity, and delivery period(s).” 
3.1 What would be the maximum delivery period BC Hydro would use? 
3.2 How would BC Hydro determine the maximum price it was willing to pay? 
3.3 Other than the price, volumes and delivery period, what other “terms” would be 

included? 
3.4 Would these terms include the carbon intensity of the wholesale electricity to be 

purchased? 
3.5 Can a Purchase Interest Request or a series of Purchase Interest Requests be used as a 

means of avoiding running the Island Generation thermal plant, and thus avoiding paying 
the B.C. carbon tax by importing electricity generated outside the borders of B.C.? 

3.6 The description also states that “Generally, that price is a wholesale market price.” 
Please provide the full details of the “wholesale market”. How does it differ from the 
Mid-Columbia day-ahead market price?  What other prices might be used, other than a 
wholesale market price?  Please provide BC Hydro’s latest wholesale market price 
forecast. 

3.7 What are the expected wheeling costs and losses in the U.S. or Alberta for delivering firm 
power to BC Hydro at the border interconnection points?  Is it correct to assume that BC 
hydro will pay Powerex this cost of delivery? 

3.8 What is the additional cost of delivering the power from the border to BC Hydro’s 
customers? 

3.9 The description also states that “Powerex’s obligation is to deliver electricity on a firm 
basis.”  With BC Hydro’s ability to store electricity, why is it necessary for Powerex to 
deliver electricity on a firm basis?  Shouldn’t BC Hydro’s concern be more for the 
quantity of energy delivered rather than the specific delivery time?  Won’t this 
requirement for firm power result in a price premium? 

4.0 Reference: Exhibit B-1, Application, Cover Letter, page 4 and 5 of 11, Need for the 2019 
Letter Agreement 
BC Hydro states that the 2019 Letter Agreement is needed to “proactively ensure appropriate 
measures are in place to respond to future physical supply issues.” 
BC Hydro also states that there has been, and continues to be, a decline in the liquidity of the 
Mid-Columbia day-ahead market, making it more advantageous to buy energy on the forward 
market.  BC Hydro illustrates this decline with the following two charts, showing the average 
quarterly volumes (GWh) in the on-peak and off-peak markets from 2011 to 2018: 
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4.1 Can BC Hydro provide independent objective evidence that there has “been a steady 
decline in the volume of electricity traded on a day-ahead basis in the Pacific 
Northwest.”? 

4.2 Please provide the references in the material that BC Hydro filed in the BCUC’s Inquiry 
of the Site C project that indicated there was a steady decline in the volume of electricity 
being traded in the Mid-Columbia day-ahead market.  Are there any other Mid-Columbia 
Markets other than the day-ahead market? If yes please explain. 

4.3 If the peak and off-peak volumes shown on the above two charts for all 4 quarters of 
2018 are added together and averaged, it appears that the average daily volume for the 
whole year was approximately 50,000 MWh per day.  If that is approximately correct, 
then the total annual volume was about 18,000 GWh for whole year of 2018.  Can BC 
Hydro please confirm what the total annual Mid-Columbia day-ahead market trading 
volume was for 2018? 

4.4 Can BC Hydro provide the numerical data that produced these charts (preferably in the 
form of a working Excel model)?  

4.5 Are BC Hydro’s purchases and sales (through Powerex) included in the total volumes 
shown for the Mid-Columbia day-ahead market?  How much of the annual volume for 
2018 was represented by BC Hydro’s purchases?  And how much was represented by BC 
Hydro’s sales? 

4.6 How much of that 2018 annual volume was represented by Powerex’s sales of the 
Canadian Entitlement? 
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4.7 According to the NEB ( at https://www.neb-one.gc.ca/nrg/sttstc/lctrct/rprt/2016cndrnwblpwr/prvnc/bc-
eng.html ), in 2018 B.C.’s total imports (International plus Interprovincial) were 
10,528,056 GWh.  How much of this was due to Powerex’s purchases (either on behalf of 
BC Hydro or otherwise)?   

4.8 According to the NEB (as cited above), B.C.’s total imports of 10,528,056 GWh in 2018 
were the highest since 2009.  Please explain why the volume of electricity imported into 
B.C. has increased while the volume of trading, as reflected in the liquidity charts above, 
has decreased. 

4.9 Approximately what is the total annual generation of all the utilities that trade in the Mid-
Columbia day-ahead market?  Has it changed materially since 2011 - the first year shown 
on the graphs? 

4.10 What is the reason for the decline in volumes shown in the above figures 10.1 and 10.2?  
Has the total generation in the region decreased?  If not, then where did all of that 
missing energy go? 

4.11 It appears that one of the main reasons BCH is applying to extend the 2018 Letter 
Agreement is based on its expectation of a continuation of a decline in liquidity.  Does 
BC Hydro expect the volume in the Mid-Columbia day-ahead market to continue to 
decline?  If so, why will it decline further?  

4.12 Please advise as to the impact and risks that a continuation of the decline of liquidity will 
have on BC Hydro and Powerex’s increased reliance on importing. 

4.13 What was the volume traded in the Mid-Columbia forward market during the years 2011 
to 2018?  Has the forward market volume exhibited a similar decline to that in the day-
ahead market?  Can BC Hydro provide the data, and a similar chart to those above, 
showing the quarterly volumes traded on the forward market over that same time period? 

4.14 What forward time periods are used for transactions in the Mid-Columbia forward 
market?  What is the longest forward time period available?  What forward time period 
has the most liquidity in the Mid-Columbia forward market?  What volume is typically 
traded in the most liquid forward time period?  Can BC Hydro please break down the 
trading volumes given in the previous question, with respect to the forward time periods? 

4.15 Please describe how the various forward time periods are normally priced relative to the 
day-ahead market.  Are they normally at a premium or a discount to the day-ahead price?  
Please provide numerical examples taken from recent experience over the past 2 years. 

4.16 What forward time period would BC Hydro expect to be using for its forward energy 
purchases under the 2019 Letter Agreement?  Why? What price premium would typically 
be associated with that forward time period relative to the day-ahead market? 

4.17 Would BC Hydro ever contract for a period longer than 6 months?  If so, what longer 
period?  Why? And under what circumstances? 

5.0 Reference: Exhibit B-1, Application, page 4, under Roles of BC Hydro and Powerex 
BC Hydro states that: 

BC Hydro makes such purchase decisions within the usual operational management 
framework it employs to make all dispatch and other system operation decisions. 

5.1 Is there anything in the “usual operational management framework” that prevents BC 
Hydro’s senior management or the BC Hydro Board of Directors from making any 

https://www.neb-one.gc.ca/nrg/sttstc/lctrct/rprt/2016cndrnwblpwr/prvnc/bc-eng.html
https://www.neb-one.gc.ca/nrg/sttstc/lctrct/rprt/2016cndrnwblpwr/prvnc/bc-eng.html


Page 6 of 7 
 

decisions they decide appropriate in relation to dispatch and other system operations 
decisions? If yes, please provide copies of the BC Hydro policies and procedures or like 
material that would cause this. 

6.0 Reference: Exhibit B-1, Application, page 11, footnote 11 
Footnote 11 states, “Later a particularly cold winter and resulting increased heating loads 
exacerbated the situation” 
In Exhibit B-11 of the BC Hydro F2020 to F2021 Revenue Requirement Application, the 
“Evidentiary Update”, in Appendix G, page 2, BC Hydro states “and temperatures were slightly 
colder than normal during the year”? 
6.1 Please provide independent objective evidence of what the term “particularly cold 

winter” means, as compared to the term “slightly colder than normal.” 

7.0 Reference: Miscellaneous  
7.1 As an alternative to purchases under the 2019 Letter Agreement has BC Hydro examined 

the possibility of industrial customers curtailing load?  If not, why not? 

8.0 Reference: Terms of Reference for the Comprehensive Review of BC Hydro (Phase 2), 
issued in July, 2019 
The Ministry of Energy, Mines and Petroleum webpage describes the Review.  In the Terms of 
Reference, it states that: 

"The recommendations from the Phase 2 Review will be used to inform BC Hydro’s 
Integrated Resource Plan that will be filed with the British Columbia Utilities Commission 
in early 2021.” 

The Terms of Reference includes an "Area of Interest” called Leveraging Our Strengths.  It states 
the following: 

"BC Hydro’s wholly-owned subsidiary Powerex currently buys and sells electricity in other 
markets throughout the Western Interconnection. The Phase 2 Review will consider whether 
there are opportunities to enable increased participation in external markets to the benefit of 
BC Hydro ratepayers. The Phase 2 final report will make recommendations that consider each 
of the following questions:  
What constraints, if any, reduce Powerex’s ability to trade electricity in the Western 
Interconnection today or in the future?  
Is there an opportunity or actions that can be taken that will enable Powerex to expand its 
business in markets outside of BC, further leveraging BC Hydro’s clean generation and/or 
Powerex’s expertise in energy markets? 
How should cost effective clean energy located outside of BC be considered in BC Hydro’s 
planning and operations?  (emphasis added) 
Is there an opportunity to own and/or operate assets outside of BC Hydro’s current service 
area that would benefit BC Hydro’s ratepayers?” ”(emphasis added) 

The Ministry of Energy, Mines and Petroleum webpage describing the Review states: 
“Phase 2 will leverage BC Hydro’s strengths and focus on: 

https://www2.gov.bc.ca/gov/content/industry/electricity-alternative-energy/electricity/bc-hydro-review-phase-2
https://www2.gov.bc.ca/gov/content/industry/electricity-alternative-energy/electricity/bc-hydro-review-phase-2
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• BC Hydro’s role in supporting CleanBC and meeting the Province’s legislated 2030, 
2040 and 2050 greenhouse gas reduction targets; 

• future opportunities or new roles for Indigenous Nations and for communities in the 
energy sector; 

• integrating new technologies and electricity market trends into BC Hydro’s structure, 
services and assets while keeping rates affordable; and 

• new opportunities for BC Hydro to expand its business in markets outside B.C. to the 
benefit of ratepayers.” (emphasis added) 
 

8.1 Please describe examples of and how "cost effective clean energy located outside of BC 
be considered in BC Hydro’s planning and operations?" 

8.2 Is BC Hydro aware of any "opportunity to own and/or operate assets outside of BC 
Hydro’s current service area” that would result in BC Hydro or Powerex generating, 
storing or procuring electricity that could be brought into B.C.?  If so, please identify 
them.  If some projects are too commercially sensitive please describe what type of asset 
(i.e. wind generation, solar generation, energy storage) and general location (i.e. U.S. 
state, Alberta). 

8.3 If there does become an "opportunity to own and/or operate assets outside of BC Hydro’s 
current service area” that would generate, store or procure electricity that could be 
brought into BC, will BC Hydro file an Energy Supply Contract for that opportunity or 
will that fall under the ESC constituted by the 2019 Letter Agreement? 

8.4 Is BC Hydro considering expanding Powerex’s role from being “an energy marketing 
company” to adding "own and/or operate assets outside of BC Hydro’s current service 
area” that could generate, store or procure electricity that could be brought into B.C.? 
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