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March 25, 2021 Terri-Lee Oleniuk 

Partner
VIA ELECTRONIC DDS Dir: 403-260-9635

terri-lee.oleniuk@blakes.com

British Columbia Utilities Commission 
Suite 410, 900 Howe Street 
Vancouver, BC  V6Z 2N3 

Attention:   Patrick Wruck, Commission Secretary 

Re:  CB Powerline Ltd. 
           Application for a Certificate of Public Convenience and Necessity (“Application”) 
           CB Powerline Ltd. Response to BCUC Panel Information Request No. 1 

Dear Mr. Wruck: 

We act on behalf of CB Powerline Ltd. (“CBP”) in respect of the above noted British Columbia Utilities 
Commission proceeding. Enclosed please find CBP’s response to Panel Information Request  No. 1 received 
March 18, 2021.  

Should you have any questions or require any additional information, please do not hesitate to contact the 
undersigned. 

Sincerely, 

Terri-Lee Oleniuk 

Enclosures 
cc. John Keating, Treasurer, CB Powerline Ltd. 

Jim Pinter, Pinter Electrical Consulting Inc. 
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CB Powerline Ltd.  
Application for a Certificate of Public Convenience and Necessity 

PANEL INFORMATION REQUEST NO. 1 TO CB POWERLINE LTD. 

A. NEW SERVICE AREAS 

Reference: NEW SERVICE AREAS 
Exhibit B-6, British Columbia Utilities Commission (BCUC) Information Request (IR) 
31.5; Exhibit B-7, BCUC IR 42.3–42.4 
Reserve fund for responsible project suspension and remediation 

In response to BCUC IR 42.4 regarding inclusion in CB Powerline Ltd.’s (CBP) Project cost estimate for an 
amount of funds reserved to cover the costs of project suspension with appropriate environmental and 
safety controls, CBP states: 

No provision for Project suspension has been included in the Project capital cost 
estimate as the scope of the Project is not complex (e.g., 25 kV distribution system with 
no generation component), limited in overhead extent (e.g., approximately 3.5 km of 
submarine cable and another 3.3 km of community lines), construction is limited in time 
(e.g., < 6 months), and the decision-gating process noted in response to IR 31.5. 

In response to BCUC IR 31.5, CBP describes both pre-construction start and post-construction start 
decision making approaches: 

Pre-Construction Start… 

…CBP will review all Project costs prior to commencing with in-field construction 
activities.  

This cost review will inform CBP's subsequent actions, if: 

 sufficient capital is available: CBP would proceed with construction  

 insufficient capital is available: CBP will undertake another round of shareholder 
funding (e.g., Grid Promissory Notes); once sufficient capital has been 
accumulated, CBP would proceed with construction… 

…This approach avoids the potential start-stop of construction activities, the stoppage 
of which could adversely impact cost and create potential environmental risks (e.g., risk 
stemming from open trenches, liquids handling, and material storage). 

Post Construction Start… 

…In the unlikely event that construction has commenced and all development capital 
has been expended prior to the completion of the Project, one of the following two 
scenarios may occur:  
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1. best case: sufficient capital available  

 as above, CBP would undertake another round of shareholder funding (an ability 
it has already demonstrated)… 

2. worst-case: insufficient capital available, two options  

 Project would be suspended, with appropriate environmental controls (e.g., 
materials containment and equipment protection), until such time as sufficient 
capital becomes available  

 all costs associated with the start-stop-start of construction would be 
included within the Project's operating costs – potentially impacting the 
service rate to customers  

 Project, and by extension CBP, would ultimately be wound-down using funds on 
hand  

 CBP would know ahead of time, based upon its cost forecasting, that it had 
insufficient funds to complete the Project and in the case where no additional 
development capital was available it would move to responsibly wind-down the 
works…  

[emphasis added] 

In response to BCUC IR 42.3, CBP subsequently revises the statement in point 2 (bullet 2) above to say 
that “all costs associated with any start-stop-start of construction would be capitalized and as such, 
would not be included in operating costs, with the result that there would be no impact to service rates 
to customers.” 

1.1 Please provide an estimate of the costs to implement appropriate environmental controls as 
described in the preamble. Please include a breakdown of the estimated costs, as well as a 
summary of any assumptions made in determining the cost (e.g., construction progress at time 
of suspension, abandonment of any installed assets below ground/underwater, degree of 
remediation above ground, start-stop-start costs vs. complete wind-down costs). 

RESPONSE: 

Suspension (Start-Stop-Start) Scenario 

In the unlikely scenario of a Project suspension, and based upon the preamble1, such 
temporary environmental controls may include the following:  

 tarping and containing any stockpiled soil and other loose materials 

 if present, remove silt curtains and contain nearshore work areas (e.g., silt fencing, 
tarping) 

 removal of equipment or, where not practicable, proper storage (e.g., drip pans) 

 empty any fuel storage tank(s) 

 site cleared of any waste and waste bins emptied 

1 As described in response to BCUC IR 31.5, the only theoretical suspension scenario involves the case where construction 
has commenced; there is no suspension scenario for a pre-construction or abandonment state. 
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 security fencing added to key areas 

 periodic inspection by project manager (or equivalent) to ensure protective measures 

are effective. 

Given the nature and function of these control measures, they could be deployed regardless of 
construction progress at the time of suspension.  As these controls are standard practices (e.g., 
emptying fuel tanks and employing drip pans) and utilize readily available materials (e.g., 
tarps and silt fencing), CBP estimates the aggregate cost of the temporary environmental 
controls to be less than $75,000. 

Wind-Down Scenario 

In the highly unlikely scenario of a Project wind-down prior to construction completion, the 
following abandonment controls would be implemented: 

 all installed below grade and in-water infrastructure would remain in place, including: 

 pipe and conduits 

 submarine cables 

 underground primary and secondary cables 

 ground grids 

 all installed above ground works and infrastructure would be removed for reuse, 
recycling, disposal, or salvage: 

 precast foundations 

 pad-mount transformers 

 junction boxes 

 site clean-up and reclamation activities would be completed: 

 backfill of excavations 

 repair disturbed areas (e.g., regrade and reseed) 

 replacement of topsoil 

 installation of gravel and grading of impacted roads 

 removal of any equipment, materials, and waste. 

The majority of any abandonment costs would be in relation to the disposal of above ground 
infrastructure and site clean-up and reclamation.  As these clean-up and reclamation 
processes are standard practices, CBP estimates the cost of wind-down to be less than 
$150,000.   

1.2 Please discuss the pros/cons of adding an amount of funds to the project cost estimate which 
would be reserved for the purposes of responsibly suspending or winding-down the project. 

RESPONSE: 

The primary disadvantage of a reserve for suspension or wind-down is the additional burden it 

would impose on customers. Such a reserve account is not currently accounted for in the 

Project's capital budget, and so would be an additional cost. As all CBP customers are also 

shareholders, customers would bear the costs of such an additional budget line item directly 

or indirectly.   
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CBP acknowledges that, in some circumstances for some projects, there may be a benefit to 

creating a reserve for suspension or wind-down in order to ensure that these activities are 

carried out responsibly and in a way that protects the public and the environment. Such a 

reserve would ensure that whatever the state of project finances at the time of suspension or 

wind-down, funds would be available for these purposes. However, in the case of this Project, 

CBP believes that the additional cost imposed on customers is unnecessary given the stepped 

approach described in the response to BCUC IR 31.5 and the Project's other safeguards beyond 

the Project contingency and escalation allowances (i.e., excess Grid Promissory Note capacity 

of $293,555 and working capital fund of $200,000).  

As a practical matter, for example, if the Project was required to unexpectedly suspend 

construction or wind-down the Project, it would apply the working capital allowance to fund 

the environmental or abandonment controls, respectively, and there would be no need for a 

dedicated reserve for this purpose. CBP is committed to ensuring that all of its activities are 

carried out responsibly and in the public interest but, due to the costs of such a reserve noted 

above and the redundant nature of it given other funds available to the Project, suggests that 

a reserve fund is not needed to ensure proper suspension or wind-down.  

CBP is committed to actively and carefully monitoring available funds throughout the 
development and construction lifecycle stages.  In the unlikely event it is necessary to suspend 
the Project during construction, or abandon the Project prior to completing construction, CBP 
will implement all efforts necessary to stop the Project before all available funds are 
expended; with the explicit purpose to retain funds to ensure the above noted environmental 
or abandonment controls are in place.   

1.3 If required to do so by the BCUC, please discuss whether the cost estimate to implement 
appropriate environmental controls submitted in response to BCUC Panel IR 1.1 is a reasonable 
amount to add to the Project cost and reserve for this purpose. 

RESPONSE: 

The average of the cost estimates for a suspension or wind-down, identified in response to 
BCUC Panel IR 1.1, is $112,500.  Should one of these unlikely scenarios arise, CBP believes this 
to be a reasonable amount for the identified activities.   

However, for the reasons identified in response to BCUC Panel 1.2, it remains CBP's view that 
such a suspension/wind-down reserve is not required. 

Reference: NEW SERVICE AREAS 
Exhibit B-1, Section 5.3, p. 55; Section 7.4, Appendix Exhibit 7.5.2 
Net salvage 

On page 55 of the Application, CBP provides a Class 3 cost estimate for the Project. 

In Appendix Exhibit 7.5.2 to the Application, CBP provides a schedule of forecast cost of service and 
associated customer rates for operating years one through 20. 

2.1 Please discuss CBP’s expected useful life of the electrical distribution system/powerline asset for 
regulatory accounting purposes. 

2.0 
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RESPONSE: 

CBP's direct bury, medium voltage system is expected to last 50 years or longer.  Regularly 
scheduled testing and maintenance activities will help in achieving, and possibly extending, 
the useful life.  In addition, because the submarine portion of the system (3.3 km) is in fresh 
water, wear and tear issues resulting from abrasion due to current and tides together with 
any detrimental effect of salt water will be greatly reduced, further improving the expected 
lifespan of this portion of the system.   

However, in order to properly respond to the BCUC Panel's IRs 2.1 through 2.4, the following 
context is required; which is written from CBP's unique unified corporate, shareholder, and 
customer perspective: 

Context  

As a somewhat unique company in British Columbia, CBP will essentially be a utility 
cooperative that is tasked with the delivery of electricity as a public utility to participating 
members of Cosens Bay.  As discussed in the CPCN Application, each participating community 
member becomes a customer of CBP by executing the PPA and a shareholder in CBP by 
executing the SA.  This means that all members have equal individual authority based upon 
the number of land parcels owned that have executed PPAs. No outside financing is involved, 
with participating Cosens Bay residents contributing 100% of the capital required (i.e., the 
Project is based upon a 100% shareholder and customer funded model). 

The PPA term is 40 years, which approaches the expected useful life of the electrical 
distribution system assets of 50 years or longer (see below).  Section 5 of the PPA 
contractually defines the Contract Price in detail, noting in its preamble that it is primarily a 
cost-recovery mechanism.  Further, CPB shareholders are paying for the entire capital cost of 
the Project.  In other words, by paying in advance, each shareholder / customer (upon 
commercial operations) will have fully paid upfront all future years of depreciation. 

Useful Life  

Taken in the above context, the expected useful life of the electrical distribution 
system/powerline asset for regulatory accounting purposes is a moot point (i.e., because CBP 
customers have prepaid all depreciation up front).  CBP is not, through an annual depreciation 
charge, including a rate-of-return on capital nor a return of capital in its rate.  To do so would 
effectively amount to customers paying double the capital cost of the Project.   

2.2 Please provide an appropriate estimate of removal costs or net salvage value at the end of the 
life of the powerline. Please provide the rationale for this amount. 

RESPONSE: 

CBP has not estimated the end-of-useful life removal cost or net salvage value of its 
distribution system, as estimating the cost of such a service many decades in advance cannot 
be done in a meaningful way with any degree of certainty or precision.  Additionally, 
technology, products, and services are likely to develop and advance over the 40 year PPA 
term, all of which are unknown today. 

As well, when the Project approaches the end of its useful life several decades from now, it is 
foreseeable that a number of options could be available: 

 term extension of the PPA to align with the expected useful life of the Project 
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 system upgrades / refurbishment based upon changing service needs, including 
replacement of power cables in order to maintain electrical service to Cosens Bay (and 
likely done in segments, as required in order to maintain full service) 

 abandonment of the Project. 

Changing technology may also inform go-forward options (e.g., potentially creating new 
opportunities to extend the life span, provide system efficiency improvements, or new support 
services).  In an abandonment case, and similar to the construction abandonment case 
discussed in response to BCUC Panel IR 1.1, below grade and in-water infrastructure would 
remain in place, while all above grade Project assets would be removed and the Project area 
reclaimed as required by applicable regulations at the time. 

2.3 Please explain whether CBP has included removal costs or net salvage in its Project cost 
estimate or forecast cost of service in Appendix Exhibit 7.5.2. If yes, please provide reference(s). 

2.3.1 If not, please explain why not. 

RESPONSE: 

Capital Cost 

CBP has not included end-of-useful life removal costs, or a net salvage value, in its Project 
capital cost estimate.  This is because these are not capital cost elements; they will not be 
incurred for a period of at least 50 or more years and would ultimately be reflected in CBP's 
operational costs (i.e., the cost of service). 

Cost of Service 

For the reasons outlined in response to BCUC Panel IR 2.2, and the context provided in 
response to BCUC Panel IR 2.1 (e.g., no depreciation allocation), CBP has not included end-of-
useful life removal or net salvage value, in its current cost of service forecast.  These costs 
have not been included because the cost of service forecast in CPCN Exhibit 7.5.2 is for the 
first 20 operating years vs end-of-useful life being in 50 or more years. 

CBP agrees with the utility regulation principle of inter-generational equity (i.e., matching 
costs to generations of customers that enjoy the use of service over the life of an 
asset).  However, given the current generation is incurring 100% of the capital cost of the asset 
in operating year 1, it raises fairness concerns with that same generation being required, at 
this time, to fund the cost of a potential abandonment that is 50 or more years into the future.  

This is particularly true given that CBP reasonably believes that once the community members 
of Cosens Bay have received electrical service, they will not simply abandon the need for such 
service at end-of-useful life.  Electricity is a condition for modern living and it is anticipated 
that that dependence will only grow in the next half century.  Thus, some form of an on-going 
operating scenario is the most likely foreseeable outcome.  Whatever the shape, form, or 
structure of that go-forward operating scenario, it will require consultation with CBP's 
shareholders to inform the decision and subsequent regulatory application(s). 

To the extent the issue of including removal costs or net salvage requires further 
consideration, CBP respectfully suggests that it can and should be considered in CBP's future 
rates application. 
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2.3.2 If not, please discuss how CBP proposes to record removal costs or net salvage value for 
the powerline. Please explain why this proposal is appropriate. 

RESPONSE: 

CBP has not recorded removal or salvage costs and is of the view that doing so at this time, in 
light of the significant uncertainty of removal costs or net salvage value, the likelihood of 
ongoing operations, and intergenerational equity considerations discussed in responses to 
BCUC Panel IRs 2.1, 2.2, and 2.3.1, will not result in a fair or reasonable outcome for 
customers.  

However, if the BCUC believes that recording such costs at this juncture in Project 
development is required, CBP believes that the appropriate venue for such consideration is 
CBP's future rates application. As discussed above, CBP believes costs of removal or net 
salvage are costs of operation not capital. CBP understands that there are a number of ways 
to record removal costs or net salvage value for the powerline, which are most appropriately 
developed and submitted in the context of a future rates application. 

2.4 If not included in CBP’s forecast cost of service, please discuss how CBP will recover the removal 
costs or net salvage value for the powerline. 

RESPONSE: 

See response to BCUC Panel IRs 2.2 and 2.3. 




