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William J. Andrews 
Barrister & Solicitor 

9 Clarke Street West, Guelph, ON, N1H 1S8 

Phone: 604-313-0089, Email: william.j.andrews01@gmail.com 

 

January 7, 2021 

Mr. Fred James 

Chief Regulatory Officer 

Regulatory & Rates Group 

British Columbia Hydro and Power Authority 

16
th

 Floor – 333 Dunsmuir Street 

Vancouver, BC V6B 5R3 

By Email: bchydroregulatorygroup@bchydro.com 

Dear Sir: 

Re: BCUC Review of BC Hydro Performance Based Regulation Report 

B.C. Sustainable Energy Association Information Request No.1 to BC Hydro 

Attached please find BCSEA’s Information Request No.1 to BC Hydro regarding BC Hydro’s 

Supplementary Evidence [Exhibit B-8], pursuant to the amended regulatory timetable set out in 

BCUC Order G-324-20 [Exhibit A-11]. A version in Word format will be provided separately. If 

you have any questions, please do not hesitate to contact me. 

 

 

 

Yours truly, 

William J. Andrews 

 

 

Barrister & Solicitor 

Encl. 

C1-8

Yvonne.Lapierre
Review of BC Hydro's PBR Report



REQUESTOR NAME:BC Sustainable Energy Association (BCSEA) 

INFORMATION REQUEST ROUND NO: 1 

TO: BC Hydro 

DATE: January 7, 2021 

PROJECT NO: 1599045 

APPLICATION NAME: BCUC Review of BC Hydro’s Performance Based Regulation 
Report 

 
1.0 Topic: Information-only performance metrics, low-carbon electrification 

Reference: Exhibit B-8, BC Hydro Supplementary Evidence, Appendix A, 
“Supplementary Report for BC Hydro,” Dr. Dennis Weisman, para.49, pdf 
p.43; Exhibit B-8, Q12; BC Hydro F2020-F2021 Revenue Requirements 
Application proceeding, Exhibit B-1, Appendix E, BC Hydro 2019/20 – 
2021/22 Service Plan, pdf p.1361 

Dr. Weisman states: 

“49. In addition, it is important to highlight the fact that in the specific case 
of BC Hydro, the Company essentially serves “two masters” in the form of 
the BC Commission and its government owner. The failure on the part of 
the company to comply with information-only performance metrics would 
likely not be received any more favorably by the government than by the 
Commission. It is therefore quite plausible to believe that information-only 
performance metrics may be more effective in eliciting the desired 
behavior from a crown corporation than they would be for an investor-
owned utility. The failure of the crown corporation to meet or exceed the 
stipulated performance metrics would reflect poorly on the government 
and its leadership.” [Exhibit B-8, pdf p.43, underline added] 

BC Hydro states that “While shared saving performance incentive mechanisms 
would not be effective, information-only performance metrics, determined through 
a public process with the BCUC and interveners, would provide incremental 
incentives to BC Hydro.” [underline added] 
 
BC Hydro lists several ways in which BC Hydro currently reports to the BCUC on 
a number of performance metrics. One of these ways is the Annual Service Plan 
performance measures, filed as part of Revenue Requirements Applications. BC 
Hydro refers to Appendix E of BC Hydro’s Fiscal 2020 to Fiscal 2021 Revenue 
Requirements Application. 
 
In BC Hydro’s 2019/20 – 2021/22 Service Plan, low-carbon electrification is 
included under “Goal 4: Help Make Renewable, Clean Power British Columbia’s 
Leading Energy Source.” Specifically, Objective 4.1 states: 
 

“Objective 4.1: BC Hydro will strengthen its legacy of renewable, clean 
power and conservation investments through its energy-efficiency and 
conservation programs, capacity reduction initiatives and support of low-
carbon electrification.” [BC Hydro F2020-F2021 Revenue Requirements 
Application proceeding, Exhibit B-1, Appendix E, pdf p.1361, underline 
added] 
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Two performance measures are set out for BC Hydro’s Objective 4.1: “4.a, 
Energy Conservation Portfolio (New incremental GWh/year)” and “4.b, Clean 
Energy (%).” (Details are provided at 
https://www.bchydro.com/content/dam/BCHydro/customer-
portal/documents/corporate/regulatory-planning-documents/service-
plans/BCHydro-Service-Plan-F2020-23-data-source-and-benchmarking.pdf.)  
 
1.1 Please confirm, or otherwise explain, that in BC Hydro’s 2019/20 – 

2021/22 Service Plan, there is no Performance Measure for low-carbon 
electrification. 

1.2 Will BC Hydro propose a Performance Measure for low-carbon 
electrification in the development of information-only performance metrics 
as part of BC Hydro’s suggested Improvements to BC Hydro’s Existing 
Regulatory Framework? If not, why not? 

2.0 Topic: Return on Equity and Capital Structure 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence; Decision and 
Order G-246-20 

In Decision and Order G-246-20 regarding BC Hydro’s F2020-F2021 RRA, the 
Panel states on pdf p.107: “There is a public expectation that the BCUC will be 
reviewing and approving BC Hydro’s return on equity and capital structure after 
this Test Period.” 

2.1 What implications, if any, does the outcome of the Commission’s review 
of BC Hydro’s PBR Report have on BC Hydro’s application for approval of 
a return on equity and capital structure? 

2.2 When does BC Hydro intend to file its application for approval of a return 
on equity and capital structure? 

3.0 Topic: Trade Income 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence, p.6; BCUC 
Proceeding “BC Hydro Application to Reconsider & Vary Directives 
Relating to Powerex Net Income in the F2020 to F2021 Revenue 
Requirements Decision” 

In support of its point that “BC Hydro’s approach to Trade Income and the sale of 
surplus properties demonstrates that BC Hydro does not have a profit 
maximization mandate,” BC Hydro states: 

“With regard to Trade Income, during the Fiscal 2020 to Fiscal 2021 

Revenue Requirements Application proceeding, BC Hydro stated: 
 

‘…BC Hydro continues to include forecast Trade Income in its 
revenue requirements on the same basis as the Previous 

Application. The inclusion of Trade Income in BC Hydro’s revenue 
requirements benefits ratepayers as it reduces the overall revenue 
requirements.’ 
 

https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/service-plans/BCHydro-Service-Plan-F2020-23-data-source-and-benchmarking.pdf
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/service-plans/BCHydro-Service-Plan-F2020-23-data-source-and-benchmarking.pdf
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/service-plans/BCHydro-Service-Plan-F2020-23-data-source-and-benchmarking.pdf
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In response to a follow-up information request, BC Hydro confirmed that 
government was aware of BC Hydro’s approach.” [Exhibit B-8, p.6] 

 
In Decision and Order G-246-20 regarding BC Hydro’s F2020-F2021 RRA, 
Directive 17 “directs that no actual Powerex net income be captured in the Trade 
Income Deferral Account absent further review and approval by the BCUC.” By 
letter of December 3, 2020, BC Hydro applied for reconsideration of Directive 17 
and a related directive (that BC Hydro refers to as 17A). That application is now 
the subject of separate proceeding 
(https://www.bcuc.com/ApplicationView.aspx?ApplicationId=834). 
 
3.1 Please comment on whether, and if so how, BC Hydro’s argument – that 

its approach to Trade Income demonstrates that BC Hydro does not have 
a profit maximization mandate – could be affected by the outcome of the 
reconsideration of Directives 17 and 17A. 

4.0 Topic: BC Hydro Cost of Service and PBR 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence, Appendix A, 
“Supplementary Report for BC Hydro,” Dr. Dennis Weisman, para.52, pdf 
p.44 

Dr. Dennis Weisman states: 

“52. As a final observation, it is conceivable that the cost-benefit test for a 
formal PBR regime is likely to be more difficult to pass in the case of BC 
Hydro. The specific form of cost-of-service regulation under which the 
company currently operates is properly characterized as a form of PBR. 
Moreover, with a three-year (or longer) test period this type of regulatory 
regime may well give rise to greater incentive power than an indexed form 
of PBR with a term of 5 years that incorporates a significant earnings-
sharing component. This suggests that at least in terms of incentive 
power, the Commission may well be taking a step backward if it opted for 
this type of PBR regime.” [underline added] 

4.1 Please explain what it is about the specific form of cost-of-service 
regulation under which BC Hydro operates that makes it a form of PBR. 

5.0 Topic: Mandate Letter 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence 

In its discussion of BC Hydro not having a profit maximization mandate, BC 
Hydro refers to its Mandate Letter. BC Hydro provides a link to the most recent 
version of BC Hydro’s Mandate Letter, which is dated February 21, 2019.  

5.1 Has BC Hydro has received a more recent Mandate Letter, subsequent to 
the February 21, 2019 Mandate Letter? If so, please file a copy and 
comment on whether, and if so how, the new Mandate Letter affects BC 
Hydro’s view that it does not have a profit maximization mandate. 

6.0 Topic: Low-carbon electrification 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence, Q10 and A10 

https://www.bcuc.com/ApplicationView.aspx?ApplicationId=834
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During the September 8, 2020 Workshop, Dr. Lowry, the expert retained by the 
Commission, said that BC Hydro’s low-carbon electrification efforts could be 
strengthened by shareholder incentives such as partial true-up for actual EV 
electricity sales volumes rather than the existing full revenue decoupling between 
estimated and actual sales volumes. He said:  

“Also, lastly, in the area of baby steps, I would say that it seems kind of a 
no-brainer to in some way strengthen the incentives of low carbon 
electrification. That could be done in a lot of different ways. One idea 
would be to have a partial true-up of estimated electric vehicle sales 
volumes to actuals. In other words, since instead of having the full drop, 
full decoupling for every cotton-picking sale to electric vehicle customers 
in the residential and commercial sector, you would have a partial trueup 
of the estimated sales volumes.” [T2:255, lines 14-24, Workshop 
Transcript Volume 2, underline added] 

Q10 in BC Hydro’s Supplementary Evidence states: 
 

“Q10. Do you support Dr. Lowry’s suggestion that low-carbon 
electrification should not be subject to full revenue decoupling?56” 
Footnote 56 states: “Refer to page 255 of Transcript Volume 2.” [Exhibit 
B-8, p.15] 

 
BC Hydro’s response to Q10 begins: 
 

“A10. No. BC Hydro’s Load Forecast Variance Deferral Account currently 
provides full revenue decoupling.57” 

 
Footnote 57 states: “Refer to Directive 15 of Order No. G-246-20.” That directive 
states: 
 

“15. Therefore the Panel directs the establishment of a load forecast 
variance account and directs BC Hydro to move all balances related to 
load forecast variance from the Non Heritage Deferral Account to the load 
forecast variance account. BC Hydro is directed to use the load forecast 
variance account to capture the variances between planned and actual 
domestic customer load. The Panel directs that the load forecast variance 
account be categorized as one of BC Hydro’s cost of energy variance 
accounts and that BC Hydro apply the same mechanisms for interest 
charges and recovery that are applicable to the Non-Heritage Deferral 
Account.”  

 
6.1 Please confirm, or otherwise explain, that this first portion of BC Hydro’s 

response to Q10 is directed toward establishing that full revenue 
decoupling is the status quo per BCUC order, as distinct from addressing 
whether partial decoupling of EV electricity sales volumes would 
strengthen BC Hydro’s incentives for pursuing low-carbon electrification.  

BC Hydro’s response to Q10 continues: 
 

“Partial decoupling of low-carbon electrification revenues would mean that 
customers would not receive all of the incremental revenue from BC 
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Hydro’s electrification activities. Rather, the Government of B.C. would 
retain some of the incremental revenue in the form of higher actual net 
income. ...” 
 

6.2 Is another way of expressing BC Hydro’s point here that partial 
decoupling of BC Hydro’s low-carbon electrification revenues would 
incent BC Hydro to achieve incremental electrification by rewarding the 
BC Government with somewhat higher shareholder’s income 
corresponding to somewhat higher rates paid by customers? 

BC Hydro’s response to Q10 continues: 
 

“... In our response to Q5 above we explain why this would not provide 
any incremental incentive to BC Hydro ...”  
 

6.3 Is BC Hydro’s point here is that partial decoupling of low-carbon 
electrification revenues would not provide any incremental incentive to BC 
Hydro to pursue low-carbon electrification because BC Hydro does not 
have a profit-maximizing mandate? 

BC Hydro’s response to Q10 continues: 
 

“... and why an alternative approach, of tying any excess net income to 
incentive pay, would also not be applicable in BC Hydro’s case.” 

 
6.4 Is BC Hydro’s point here that BC Hydro’s lack of a profit-maximizing 

mandate cannot be overcome by providing senior executives with 
incentive pay tied to excess net income by BC Hydro, because the Public 
Sector Employers’ Council policy would not allow such a compensation 
mechanism?  

BC Hydro’s response to Q10 concludes: 
 

“The incentive for BC Hydro to pursue low carbon electrification is two-
fold: 

(1) to help our customers and the Government of B.C. to achieve 
their objectives with regard to the reduction of greenhouse gas 
emissions, and  
 
(2) to generate incremental tariff revenue that can help to offset 
cost pressures and keep rates low for customers.  
 

Dr. Lowry’s suggestion would limit the effectiveness of the second 
incentive because it would limit the extent to which customers would 
benefit from any incremental revenue from low carbon electrification.” 
[underline added] 
 

6.5 Please explain how, in BC Hydro’s view, partial decoupling of low-carbon 
electrification revenues would limit the extent to which customers would 
benefit from any incremental revenue from low carbon electrification. 
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7.0 Topic: Typo? 
Reference: Exhibit B-8, BC Hydro Supplementary Evidence 

“In addition, it is important to recognize that the public may not accept profit 
maximization as a legitimate objective of a Crown Corporation. This is 

demonstrated by the experience of Hydro-Quebec where public backlash saw 

efficiency gains under PBR as customers being “overcharged” and the 

Government of B.C. subsequently introduced legislation to set electricity 

distribution rates and remove the requirement for a PBR mechanism to be 
established.” [underline added] 

 
7.1 Please confirm, or otherwise explain, that “Government of B.C.” should 

read “Government of Quebec.” 




