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      CAARS 

      VANCOUVER, B.C. 

      December 6th, 2011 

 (PROCEEDINGS RESUMED AT 9:02 A.M.) 

THE CHAIRPERSON:   Please be seated.  

  Good morning, ladies and gentlemen.  My 

name is Liisa O'Hara.  With me are Commissioners 

Alison Rhodes and David Morton.  Welcome to this third 

procedural conference to consider the regulatory 

timetable for the review process of B.C. Hydro's 

revenue requirements application for fiscal 2012 to 

fiscal 2014, which was filed on March 1st, 2011.   

  Seven months and 15 days have elapsed since 

our second procedural conference on April 20 regarding 

this matter.  It might be beneficial to highlight some 

milestones of this journey before proceeding with 

today's agenda.  And hopefully a clear understanding 

how we got here today will assist us in determining 

how best to move forward.   

  Some of the milestones since April 20 are 

the following.  First, by Order G-72-11, dated April 

21st, 2011, the Commission, among other orders, 

approved an across-the-board interim rate increase of 

8 percent effective May 1st, 2011 and suspended the 

regulatory timetable previously established for the 

review of this application.   



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  158 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

Proceeding Time 9:04 a.m. T02 

  Second, on August 11th, 2011 the provincial 

government released the results of the Ministerial 

review of B.C. Hydro, which was initiated with the 

goal of reducing the proposed rate increase for the 

families and businesses in the province.  Specifically 

Energy and Mine Minister Rich Coleman and B.C. Hydro's 

CEO announced that B.C. Hydro intended to file a 

revised application with a 50 percent reduction to the 

higher rate increases proposed in March for the next 

three years.  The report includes 56 recommendations.  

Most recommendations are for actions by B.C. Hydro.  

However, the report also includes a number of 

recommendations for the Province.   

  Third, in October 2011 the Auditor General 

of British Columbia released his report on B.C. 

Hydro's deferral accounts entitled "B.C. Hydro, the 

Affects of Rate Regulated Accounting."  He identified 

the following two key concerns.   

  First, growth of deferral accounts cannot 

continue indefinitely.  He states: 

 "I'm concerned that there does not appear 

to be a plan to reduce the balance of these 

account, let alone halt their growth." 

  Second concern, transparency that is 

essential to understanding B.C. Hydro's financial 
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condition as a standalone enterprise may be lost by 

adoption of one part of an American accounting 

standard that still allows deferral accounts. 

Proceeding Time 9:06 a.m. T03 

  And after that, we go to our milestone 

number four.  On November 24th, 2011 B.C. Hydro filed 

its amended revenue requirements application.  This 

amended RRA includes B.C. Hydro's initial response to 

the government review recommendations in Appendix CC.  

It reflects an 890 million reduction to the revenue 

requirements since the March filing for the three-year 

test period.  The result and requested rate increases 

are now 8 percent for 2012, and 3.991 percent each for 

F2013 and F2014.  The deferral account rate rider is 

proposed to remain at two and a half percent per annum 

for the entire test period.   

  That summary brings us to today.  The 

application has been returned to the Commission for 

consideration.  The Utilities Commission is an 

independent tribunal, which is governed by the 

Utilities Commission Act.  As stated in Exhibit A-17, 

we are here this morning to address primarily 

procedural matters, which will include the following.  

One, identification of significant issues; two, the 

scope of review of capital projects in the revenue 

requirements proceeding.  I am hoping that Appendix A-
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2, Exhibit A-17, helped you to understand what the 

Panel is seeking in your submissions.   

     Proceeding Time 9:08 a.m. T4 

  For further clarity, we are asking your 

reviews on the legal boundaries only, not your 

preferred position.  Ideally the Panel is looking for 

a practical solution or practical suggestions 

regarding a process or proceeding within those legal 

boundaries that would enable the Commission to assess 

B.C. Hydro's proposed capital projects at the outset, 

before any expenditures have been committed.   

  Then third agenda item, the question is 

whether past directives to B.C. Transmission 

Corporation should be reviewed as a separate process 

outside the amended RRA.  By way of explanation, the 

Panel needs to understood whether the interveners want 

to participate in the review or would they be 

satisfied to have the Commission to review those 

directives as a written process without intervener 

participation.   

  Question 4 or item 4 on the agenda item, 

the interveners, intention of interveners to file any 

evidence, and if so, would the evidence focus on a 

specific topic.   

  Issue 5, the review process for 

consideration of the amended RRA, specifically should 
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the review proceed by oral or written public hearing 

or some other process.   

  Agenda item 6, the proposed strawman 

regulatory timetable which was attached as Appendix B 

to Exhibit A-17.  And finally we have other matters. 

  Proceeding Time 9:10 a.m. T05 

  Following this procedural conference, the 

Panel expects to issue an Order establishing the 

regulatory timetable for the balance of the review 

process.   

  I am now going to ask Mr. Fulton to call 

for appearances.  As you enter your appearance, please 

identify any additional issues that you wish to add to 

the agenda for consideration.   

  As usual, the Commission Panel will hear 

from the applicant first, followed by submissions from 

the interveners and a reply submission from the 

applicant.  We will follow the reverse order procedure 

we used at the first two procedural conferences.  So 

each intervener will have an opportunity to speak to 

the submissions of other interveners before the 

applicant's reply.   

  Also, the Panel would like to have the 

topics to be addressed in two rounds.  The first round 

will deal with the first four issues and other 

matters, if any.  The second round will deal with the 
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oral versus written or some other process question, as 

well as any other scheduling matters.   

  Before Mr. Fulton takes over, I must remind 

you again that this is a procedural conference.  This 

is not a proceeding to hear arguments on the merits or 

the lack of merits in the amended RRA.  Accordingly, 

please make your submissions bearing that limitation 

to today's proceeding in mind.   

  Mr. Fulton, please proceed.   

MR. FULTON:   Thank you, Madam Chair.  Good morning, 

panel.   

  British Columbia Hydro and Power Authority.   

MR. CHRISTIAN:   Jeff Christian, appearing on behalf of 

B.C. Hydro, and I have no other matters to add to the 

agenda.   

THE CHAIRPERSON:   Thank you, Mr. Christian.   

MR. FULTON:   FortisBC Energy Utilities.   

MS. HILL:   Song Hill.  H-I-L-L, last name.  Appearing on 

behalf FortisBC, including our electric company and 

also gas utilities.  Thank you.   

THE CHAIRPERSON:   Thank you, Ms. Hill.   

MS. HILL:   There is no additional matter to be added, 

thank you.   

MR. FULTON:   Association of Major Power Customers of 

British Columbia.   

MR. WALLACE:   R. B. Wallace appearing on behalf of AMPC.  
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Appearing in my place, or with me from time to time, 

may be Matt Keen, K-E-E-N, of our office.  And we have 

no additional matters.  Thank you.   

THE CHAIRPERSON:   Thank you, Mr. Wallace.   

MR. FULTON:   TransCanada Energy Limited.   

MR. BEST:   Chris Best, B-E-S-T.  Nothing further to add.   

THE CHAIRPERSON:   Thank you, Mr. Best.   

MR. FULTON:   Commercial Energy Consumers' Association of 

British Columbia.   

MR. WEAFER:   Good morning, Madam Chair, members of the 

Panel.  Chris Weafer appearing for the Commercial 

Energy Consumers' Association of British Columbia, and 

I have no other matters to add to the agenda.  Thank 

you.   

THE CHAIRPERSON:   Thanks, Mr. Weafer.   

MR. FULTON:   British Columbia Old Age Pensioners' 

Organization et al.   

MS. WORTH:   Good morning, Madam Chair, members of the 

Panel.  Leigha Worth, W-O-R-T-H, appearing with co-

counsel Eugene Kung, K-U-N-G, on behalf of BCOAPO et 

al.  And we have nothing to add to the agenda this 

morning.  Thank you.   

THE CHAIRPERSON:   Thank you, Ms. Worth.   

MR. FULTON:   B.C. Sustainable Energy Association and 

Sierra Club of British Columbia.   

MR. ANDREWS:   William Andrews appearing for the BCSEA and 
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the Sierra Club of B.C.  I have nothing to add to the 

agenda.   

THE CHAIRPERSON:   Thank you, Mr. Anderson.   

MR. FULTON:   Energy Solutions for Vancouver Island 

Society.   

MR. BERTSCH:   Ludo Bertsch for Energy Solutions for 

Vancouver Island.  I do have one comment in regards to 

PACA funding, but I can handle it on the regulatory 

timeframe.   

THE CHAIRPERSON:   That's fine, Mr. Bertsch.  Thank you.   

MR. FULTON:   Canadian Office and Professional Employees' 

Union, Local 378.   

MR. QUAIL:   Good morning.  Jim Quail appearing, and with 

me today is Mr. Mark Oulton, who is co-counsel in this 

matter, and our consultant, Mr. Anthony Pullman, who I 

believe is familiar to the Panel.   

  I'd just like to mention that we, in our 

registration, had indicated that Mr. Guy Larue would 

also be acting as a consultant.  He won't be on with 

us in this, but you'll be seeing lots more of him with 

the union in other proceedings.  But he has asked to 

remain on the distribution list, but will not be 

engaged in this proceeding.   

THE CHAIRPERSON:   Thank you, Mr. Quail.   

MR. FULTON:   Clean Energy Association of British 

Columbia.   



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  165 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

MR. AUSTIN:   Good morning, Panel.  David Austin, on 

behalf of the Clean Energy Association of British 

Columbia.  No further matters to add to the agenda.   

THE CHAIRPERSON:   Thanks, Mr. Austin.   

MR. FULTON:   Morgan Stanley Capital Group.   

MR. CASSIDY:   Paul Cassidy on behalf of Morgan Stanley 

Capital Group, and no other issues.   

THE CHAIRPERSON:   Thank you, Mr. Cassidy.   

MR. FULTON:   Ilse Leis.   

MS. LEIS:   Good morning.  I'm Ilse Leis, and I have 

nothing further to add.  Thank you.   

THE CHAIRPERSON:   Good morning, Ms. Leis.   

MR. FULTON:   Vanport Sterilizers Inc.   

MR. TENNANT:   Good morning, Panel.  My name is Richard 

Tennant.  That's T-E-N-N-A-N-T.  And I would ask the 

Panel to accept my registration as a late intervener.   

THE CHAIRPERSON:   And we have accepted your application 

already --  

MR. TENNANT:   Thank you very much.   

THE CHAIRPERSON:   -- so you are officially here.  Thank 

you.   

    Proceeding Time 9:17 a.m. T6 

MR. FULTON:   Madam Chair, I understand that Terry Volcano 

is monitoring the proceedings over the internet.   

  Is there anyone else here who has 

intervened in the proceedings whose name I have not 
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called this morning?  No response, Madam Chair.  That 

concludes the appearances for this morning's 

procedural conference.   

THE CHAIRPERSON:   Thank you, Mr. Fulton.  So this then 

takes us to our next agenda item, which is to obtain 

submissions on the topics from 1 to 4, and I guess 

there were no other issues.  So topics 1 to 4.  So Mr. 

Christian? 

SUBMISSIONS BY MR. CHRISTIAN: 

MR. CHRISTIAN:   Thank you, Madam Chair.  Item 1 I can 

dispense with in short order.  B.C. Hydro has no 

submissions in chief with respect to identification of 

significant issues.  We may have reply submissions, of 

course.  

  Item 2, scope of review of capital projects 

in a revenue requirements proceeding.  This issue 

arose, and I'm going to give it a little bit of 

background, through the inclusion by B.C. Hydro in 

Appendix U of the application that it filed in March 

of the capital project filing guidelines.  Those were 

guidelines that B.C. Hydro developed in response to a 

2009 decision of the Commission arising from B.C. 

Hydro's 2008 long-term acquisition plan proceeding.  

The acronym for long-term acquisition plan is LTAP and 

I'll be referring to that once or twice, I think, 

through my submissions.  So the guidelines, as I say, 
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were filed in response to a Commission directive in 

that 2009 decision.  They were filed with the 

Commission in December of 2010 -- July of 2010, just 

over a year ago, and they were the culmination of some 

significant discussions with interveners and as I 

understand it, with the Commission Staff.  So there 

was a different process involved in putting those 

guidelines together. 

  Subsequent to the March filing and the 

government review and the suspension of its proceeding 

for the period of time that it took for the government 

review to take place, B.C. Hydro got a request from 

BCUC Staff to address, in the amended application, a 

summary of B.C. Hydro's views on the scope of the 

BCUC's power to review capital expenditures in a 

revenue requirement proceeding.  And in Amended 

Appendix U, B.C. Hydro set out its response to that 

request in six bullet points with a little bit of an 

introduction paragraph, and it's that summary, I 

think, that engendered the response from the 

Commission today, Appendix A to Exhibit A-17, and the 

questions contained within that appendix. 

  My comments in response to the Commission's 

request to address Appendix of Exhibit A-17 are going 

to fall into three categories.  First I'm going to 

provide a little bit of regulatory background.  Second 
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I'm going to address what I perceive to be a bit of 

difference of view on what review actually means.  I'm 

going to refer to how B.C. Hydro has responded to the 

staff request and then refer to Exhibit A-17, the 

appendix to it, and demonstrate, I think, or explain, 

at least, why I think that B.C. Hydro and what it 

filed and what the Commission's questions are, are 

somewhat at cross-purposes.  They're addressing 

somewhat different topics.  And with that background 

then in mind, I'll then address the three individual  

-- or the four questions that I think come out of the 

appendix to the exhibit.   

  So by way of background, as many people 

here will be familiar with, B.C. Hydro was under a 

rate freeze until 2003.  And when the rate freeze 

ended in 2003, B.C. Hydro filed a revenue requirement 

application, the first of what was four revenue 

requirement applications in the last eight years.  And 

just for the record, that was the F05-F06 RRA, the 

F07-F08 RRA, the F09-F10 RRA, and then most recently 

the F11 RRA.   

  In addition, in that same time frame, B.C. 

Hydro filed three resource plan filings with the 

Commission.  In 2005 there was the resource 

expenditure application plan proceeding, also referred 

to as the REAP, R-E-A-P.  In 2006 there was an 
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integrated electricity plan filing.  That's the 2006 

IEP.  And in 2008 we had the 2008 LTAP which I've 

referred to already.  And that's exclusive of BCTC 

proceedings in that time frame. 

  Each one of those seven proceedings 

addressed, in my submission, what effectively the 

Commission Staff asked B.C. Hydro to respond to in its 

amended application, namely the scope of the 

Commission's power to review capital expenditures.     

Proceeding Time 9:22 a.m. T07 

  And I'm going to reframe that question just 

slightly.  In each of those seven proceedings, two 

issues came to the fore, more or less, but certainly 

there was some material amount of discussion on each 

one.  That is the scope of the Commission's 

jurisdiction with respect to review of capital 

projects and resource plans.  The two are not exactly 

synonymous, but they overlap fairly significantly.  

And then the other issue was the best way for the 

Commission to exercise the jurisdiction that it did 

have with respect to capital plans and resource plans 

at B.C. Hydro.   

  So in each one of those seven proceedings, 

there was a significant amount of debate on those two 

issues.  There was Information Requests asked of B.C. 

Hydro.  In some cases where they went to an oral 
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proceeding, there was a cross-examination on those 

topics.  In the cases where there was no negotiated 

settlement, there was submissions and cross-

examination and ultimately Commission decisions that 

addressed, as I say, both the scope of the 

Commission's jurisdiction and the best way for the 

Commission to exercise that jurisdiction.   

  The point I'm trying to make here is that 

there is a very extensive record that goes back eight 

years, that goes right to the heart of what the BCUC 

staff request put to B.C. Hydro this summer.  There is 

a lot of water that's passed under the bridge, and 

it's a challenge always to kind of, you know, 

summarize efficiently a lot of history that's passed.   

  It's a perpetual issue that comes up again 

and again, and the reason it comes up again and again, 

I think, is three-fold.  Firstly, it's clearly 

important.  It's an important issue to everybody, all 

the participants and the Commission itself.  The 

reason it comes up again and again is also because the 

legislation has changed significantly, at least three 

times since 2003, most recently with the passage of 

the Clean Energy Act last year.   

  And then lastly and arguably, at least, the 

institutional knowledge with respect to that debate, 

that ongoing debate, is not what it might be.   
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  I'm providing this summary by way of 

background, really to -- in support of the proposition 

that the Commission, in responding to the submissions 

it hears today, ought to exercise a bit of caution.  

The issues that are addressed -- that I'll be speaking 

to, that I am speaking to right now, have been the 

subject of extensive debate.  There is extensive legal 

arguments that go around them.  And it struck me, 

reading the Commission's Exhibit A-17 and the appendix 

to it, that there was a desire -- and I think, Madam 

Chair, you alluded to this earlier -- to get to -- to 

cut to the chase, to move quickly to a solution here.   

  And so what I urge the Commission to do is 

to be cautious in looking for quick and easy solutions 

to this conundrum, this difficult question, which 

arises again and again and again, turns on 

legislation, and has been the subject, as I say, of 

extensive debate in the past.  This is a procedural 

conference and the final resolution of issues on how 

the Commission can and should exercise its 

jurisdiction ultimately are going to be determined, I 

would suggest, in the course of this proceeding.  The 

Commission should be cautious in doing any more than 

it needs to at the outset.   

  So those are the comments I have on the 

background section, to my submissions on this topic.   
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  I mentioned that it seemed to me that there 

was -- B.C. Hydro and the Commission were perhaps at 

cross-purposes with respect to what they were talking 

about, when -- in the context of review of capital 

expenditures.  And in that regard, I'm going to first 

refer to the added words that B.C. Hydro put into 

amended Appendix U, the one that it filed in November.  

And there it distinguished between two types of review 

of capital expenditures in an RRA proceeding.   

  In the first bullet in that amended 

Appendix U filing, it suggested that review could 

simply mean eliciting information.  Bearing in mind 

that the Commission has an ongoing obligation and 

responsibility to keep itself apprised of utility 

activities, the first bullet in that submission or 

that -- those words suggested that one idea of review 

simply is to gather in information about what the 

utility's plans are.   

  And then the second type of review that 

B.C. Hydro contemplated in a revenue requirement 

proceeding was the review of capital expenditures that 

are coming into service in a test year, in a test 

period, thereby causing the utility to incur 

incremental finance, depreciation and return on equity 

charges, thereby increasing the amount of the revenue 

requirement and being at least a contributor to the 
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required rate increase.  And in that context, B.C. 

Hydro laid out its views on how the Commission could 

review those type of capital expenditures, referred to 

as capital additions in the application.  And B.C. 

Hydro's point there was that, to the extent that the 

Commission or participants would seek to have some of 

the incremental costs associated with capital 

additions disallowed, there was some law on that point 

and some process issues that needed to be considered 

in the course of an RRA proceeding. 

    Proceeding Time 9:27 a.m. T8 

  However, it's apparent, I think, from the 

appendix to Exhibit A-17, Appendix A, that the 

Commission has a different view on what it was getting 

at.  The review wasn't meant to deal with either the 

listing of information or the prudency review of 

additions that have come into service.  Rather it 

seems to me that the Commission is pretty clearly 

talking about, and I'll quote here from Appendix A, 

"needs alternatives and forecast costs of new projects 

that fall under the CPCN Guidelines threshold."  In 

other words, what the Commission seems to be asking 

about, I think fairly clearly, is what about 

preapproval?  And exactly as Madam Chair, you 

suggested earlier, the preapproval of capital projects 

before significant expenditures are incurred.  And of 
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course B.C. Hydro did not actually address that at all 

in the Amended Appendix U.  It was the subject, of 

course, of the capital project filing guidelines that 

were in the Appendix U that was filed in March.  And 

that apparent cross purpose between Hydro and the 

Commission's interest in this issue is manifest in a 

couple of places in the Appendix A to Exhibit A-17. 

  So for example in the very first sentence 

of Appendix A it states: 

"In the amended RRA, B.C. Hydro states its 

position on the scope of review of capital 

projects that fall under the CPCN Guidelines 

threshold in a revenue requirements 

proceeding." 

 And of course, the original capital projects filing 

guidelines did not address revenue requirements at 

all, and the additional words prefiled in Amended 

Appendix U talked about review of capital projects in 

a way completely different from the pre-review or pre-

approval of capital expenditures.   

  Similarly in the second sentence: 

"Based on information filed in the Amended 

Appendix U, it appears that B.C. Hydro's 

position is that capital additions…" 

 and I'll skip the parenthetical, 

"…should be subject to review in a revenue 
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requirements proceeding, but not capital 

expenditures." 

 And of course Hydro's position was really not that 

there should be.  It was rather saying if participants 

wanted to take on the prudency of capital additions 

that were coming in in a test period, here's how it 

should be done.  We weren't addressing or trying to 

respond to what I understand now to be what the 

Commission's concern is, namely how to get at 

preapprovals.   

  And so I think it's important to understand 

that the purpose of a review and what it means to 

review has a large bearing on how the Commission (a) 

understands what its jurisdiction is and how it should 

exercise that.  And so the following submissions I'm 

going to make are going to respond to the specific 

questions the Commission posed to us, but dealing with 

a review in the way that the Commission meant those 

words I think fairly clearly in Appendix A. 

  So the first question is in the middle of 

Appendix A to Exhibit A-17, and the question asks, 

"What proceeding will provide the 

appropriate opportunity to review the needs, 

alternatives, and forecast costs of new 

projects that fall under the CPCN Guideline 

threshold." 



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  176 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

 And the summary answer, the simple answer if I can, is 

with due notice, with due opportunity for the utility 

to respond, any proceeding that's convenient can be a 

vehicle for review of capital expenditures prior to 

their being incurred.  And this in fact is alluded to 

and discussed at some -- well, in two paragraphs in 

the project filing guidelines that were part of the 

original Appendix U.  On the bottom of page 1 and the 

top of page 2, those capital project filing 

guidelines, B.C. Hydro explains that under the 

Utilities Commission Act, it and other utilities are 

deemed to have a CPCN for its property and plant in 

service in 1980, and any extensions thereto.  That's 

under Section 45(1) and 45(2) of the Utilities 

Commission Act.   

  B.C. Hydro went on to explain in the bottom 

of that first page and the top of the second page of 

those filing guidelines, that there's an exception to 

that rule that the Commission can avail itself of.  

The Commission can issue an order under Section 45(5) 

of the Utilities Commission Act that has the effect of 

removing the exemption from a need for a CPCN.  In 

other words, under a 45(5) Order the Commission can 

point to a particular project and say, "You're not 

exempt from the need for a CPCN for this extension.  

You must file a CPCN in regard to it." 
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  Of course when an order like that is made, 

Hydro may not commence the construction or operation 

of the public utility plant or system that the CPCN 

and the order would be in regard to. 

Proceeding Time 9:31 a.m. T09 

  Such an Order must issue within 30 days of 

the start of construction, I'll add too.  That's been 

an issue from time to time.   

  So, had the BCUC made Orders with respect 

to any of the projects that are -- it's currently 

working on, and made such Orders pursuant to Section 

45(5), and had it provided with sufficient notice that 

Hydro could actually put together the CPCN materials 

in the RRA, then the answer would be yes.  In fact, we 

could deal with particular projects in the revenue 

requirements proceeding and deal with them as a CPCN 

application, and just hear the evidence as part of the 

revenue requirement proceeding.  And in fact that has 

happened in the past.  I referred earlier to the 

F07/F08 RRA, and in that proceeding, B.C. Hydro filed 

three extensive appendices with respect to three 

projects, the Aberfeldie redevelopment project, the 

Peace Canyon Stator project, and the Coquitlam Dam 

seismic improvements project.  And part of the relief 

B.C. Hydro sought in that revenue requirement 

proceeding was that the projects were in the interests 
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of B.C. Hydro's ratepayers.  And that was pursuant to 

a provision of the Utilities Commission Act that no 

longer exists, 45(6.2)(b).  But it's analogous to the 

type of relief Hydro would seek currently under 

Section 44.2 of the Utilities Commission Act.  Namely, 

determination that the expenditures are made in the 

public interest.   

  So the point of saying all that is that 

mechanisms are available to review capital projects in 

revenue requirement proceedings.  Those mechanisms 

have been availed of in the past.  Where we get to 

unfortunately now in this proceeding is, we're seven 

and a half months after we originally filed it.  The 

Commission has issued a strawman proposal for a review 

of this proceeding.  I'll be addressing that later.  

But just by way to preface it, it's a fairly, I think, 

aggressive timetable, looking forward to a resolution 

in a fairly short order.  And so, in B.C. Hydro's 

view, any opportunity the Commission might have to 

issue 45(5) orders with respect to any projects Hydro 

has, that it would want to have CPCN applications in 

regard to, would have the unfortunate effect of 

delaying the hearing in this proceeding.   

  So, you know, for review of capital 

projects in this proceeding on a CPCN-like basis, 

under 45(5), we say would have the effect of delaying 
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the resolution of this case.   

  And the second question asked by the 

Commission in Exhibit A to Appendix A-17 is, what are 

the alternatives and our lower thresholds -- that is 

referring to the thresholds in the capital project 

filing guidelines.  Would they be of assistance?  And, 

with respect, in B.C. Hydro's submission, the level -- 

the threshold is simply not an issue.  The guidelines 

were filed by B.C. Hydro in response, as I said 

earlier, to a directive in the 2009 decision regarding 

the 2008 LTAP.  The guidelines are not binding.  They 

don't have the force of law.  And most importantly, 

they simply don't limit the Commission's discretion to 

issue an Order under 45(5).  In fact, the guidelines 

themselves allude to the fact that 45(5) is a 

mechanism by which the Commission can require 

applications from B.C. Hydro with respect to 

extensions, at least, where the guidelines would not 

let us provide for such applications.   

  And so the issue in B.C. Hydro's submission 

really is, what, if any, projects that B.C. Hydro is 

currently working on should be the subject of a 45(5) 

Order, if any?  And that leads to the next question, 

which is, well, how would anybody know what are 

appropriate projects?  How would the Commission Panel, 

staff and participants deal with that?  And that -- 
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and the answer to that is two-fold.  The easy -- I 

don't know about easy, but the kind of clear answer in 

front of everybody is Appendices I and J.  Appendices 

I and J to the application as it was filed in March 

and as it was amended in the amended application just 

a few weeks ago list all of B.C. Hydro's significant 

capital projects over $2 million.  It's an extensive 

description of everything B.C. Hydro was spending 

capital dollars on at the time, and how it expects to 

expend capital dollars into the future.   

  Appendix I and J exist for the sole purpose 

of allowing participants to understand what Hydro is 

doing and propose the review mechanisms with respect 

to those projects.  Appendices I and J come directly 

out of a commitment B.C. Hydro made in the F07-F08 RRA 

negotiated settlement.  In Section 19 of that 

negotiated settlement, B.C. Hydro committed to filing 

capital plans bi-annually, that those capital plans 

would list all B.C. Hydro's capital expenditures, both 

in the immediate two-year period, the test period and 

into the future, and as well identify all the in-

service dates. 

    Proceeding Time 9:36 a.m. T10 

  Section 22 of that same negotiated 

settlement agreement, again arising from the F07-F08 

ROA, states the intent of that commitment, and I'll 



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  181 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

quote here: 

"Stakeholders will have adequate information 

to propose to the Commission the appropriate 

process for review of each capital project 

or expenditures."   

  So I and J are there to serve exactly the 

purpose that I think the Commission and Commission 

Staff and interveners are grappling with, is what 

projects should we look at quite aside from the 

project filing guidelines? 

  I can also add, I mentioned there was two 

mechanisms at the Commission's disposal with respect 

to how to get at Hydro's capital plan and which 

projects, if any, require further review, and the 

other mechanism comes from Section 45(6) of the 

Utilities Commission Act.  45(5), remember, is the 

provision that allows the Commission to require an 

application for a CPCN for an extension where it 

wouldn't otherwise be required.  45(6) imposes on the 

utilities an obligation to make an annual statement to 

the Commission of all the extensions it plans to 

construct.  So that's the other tool that's at the 

disposal of participants with respect to what, if any, 

further review is required.   

  Then the third question is, you know, is 

there sufficient evidence in this RRA with respect to 
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reviewing of any capital projects?  And I think the 

Commission can infer probably from my submissions 

already that the answer to that would be no, we don't 

believe there is.  You know, Hydro hasn't filed any 

evidence in support of a CPCN, hasn't been directed 

to, there has been no Section 45(5) order.  And the 

consequence of issuing a Section 45 order now, in this 

proceeding, would be to invariably delay the 

resolution of this application.   

  And then the last question asks whether 

Section 24 is an appropriate power or a helpful power 

in this regard.  And just to point out that Section 4 

is a general inquiry supervisory power the Commission 

has, and certainly the Commission can avail itself of 

that power when it needs to for the purpose of listing 

information, going back, bearing in mind -- or going 

back to my comments on what B.C. Hydro filed in 

Amended Appendix U.  It talked about two types of 

review of capital in a revenue requirements 

proceeding, and certainly Section 24 allows the 

Commission to make a more general inquiry of capital 

expenditures than would otherwise be strictly allowed, 

arguably at least, arising in a revenue requirements 

proceeding. 

  But in practical terms it doesn't seem, 

with respect, to add much to the process at this time, 
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because Section 24 power does not preclude or doesn't 

empower the Commission to say, "No, B.C. Hydro, you 

can't build that project."  Only a requirement for a 

CPCN application and then a denial of that application 

lawfully stops Hydro from doing it.  And so the 

Section 24 power doesn't kind of -- isn't a substitute 

for a 45(5) order.   

  And in practical terms, you know, availing 

itself of Section 24 probably doesn't do much, 

because, frankly, in our IR process B.C. Hydro -- its 

general practice is not to push too hard on questions 

of relevance and scope, particularly in a revenue 

requirements proceeding, provided that the burden 

associated with what might otherwise be an out-of-

scope IR is relatively small. 

  So I'll rephrase that again.  I'm not sure 

if that was very clear.  But typically when B.C. Hydro 

receives IRs in a revenue requirement proceeding, 

especially where they'll get six, seven, eight 

hundred, as many as a thousand IRs in one round, it 

doesn't spend a lot of time looking at an IR thinking, 

"Is this within the scope?  Is it not within scope?" 

if the answer is readily available, typically.  It 

will object where the IR requests information that is 

out of scope and it requires a fair bit of work. 

  So for example, you know, if Hydro got 800 
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information requests and 200 of them were about 

capital projects that were not coming to service in 

the test period and therefore not directly affecting 

the request of rate increase, and a large portion was 

200 IRs required Hydro to do further analysis, that 

it's not simply take documents off a shelf and file 

them but actually do further work, then Hydro is more 

likely to object.  If Hydro got 800 IRs but there was 

20 IRs with respect to capital projects coming to 

service at a future time, not affecting your rates but 

nevertheless the work required by Hydro to answer the 

IRs is modest, then Hydro in most cases would answer 

the questions. 

  And it's for that reason I say that the 

Section 24 power of inquiry and the general 

supervision doesn't provide some easy solution to the 

conundrum before the Commission right now.  Hydro is 

going to answer the questions that you can get in a 

useful way regardless, in this proceeding.     

Proceeding Time 9:41 a.m. T11 

  So, in conclusion, what does B.C. Hydro 

think the Commission should do in this case?  The 

first thing I alluded to right at the beginning was, 

be cautious in making any determinations with respect 

to the scope of your jurisdiction, and how you ought 

to exercise it, bearing in mind the long history those 
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issues have, bearing in mind that we're at the very 

start of this proceeding, bearing in mind the changes 

in legislation that have occurred most recently, the 

Clean Energy Act, where the changes have -- I think 

it's fair to say have not been fully fleshed out with 

respect to the scope of power remaining to the 

Commission, with respect to at least certain projects.   

  The flip side, though, is Appendices I and 

J do exist.  They exist for the identified purpose 

that B.C. Hydro committed to in two thousand and -- I 

guess it was 2007 or '08 when it -- no, 2006 when the 

F07-F08 negotiated settlement concluded.  So those -- 

you know, it's an extensive amount of information, 

Appendices I and J.  They're not -- it's not a quick 

read, but they're there for the purpose exactly of 

doing what the Commission and the interveners 

typically want, which is to have a closer look at at 

least some of B.C. Hydro's capital projects. 

  And so what we suggest is that interveners 

and staff and Commission Panel, of course, if it so 

chooses, ask the IRs on the projects they are 

interested in.  To the extent, as I say, that the 

burden is -- of responding to those requests is 

manageable within the context of all the IRs that B.C. 

Hydro's been dealing with, it will answer them.  And 

to the extent it's not, we'll have to work out a 
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process to deal with it at that point.   

  So, I think with -- unless there is any 

questions from the Commission Panel, those would be my 

submissions on item 2 of the agenda.   

THE CHAIRPERSON:   I have one question, Mr. Christian, but 

I think you may not be able to answer that until after 

the break, when you have consulted your experts there 

at the table.  But first of all, thank you.  I think 

that background, the history, was quite helpful.  Of 

course, I could not understand before how these 

attached Appendices I and J came about, so that was 

quite helpful.   

  But, of course we are looking for a 

practical solution that also is same time efficient.  

And a number of people in this room got used to this 

BCTC capital plan that were filed annually -- and for 

a different reason, I understand that, but they were 

filed annually or bi-annually, and they were -- so 

that gave the Commission an opportunity to review the 

projects at the outset.   

MR. CHRISTIAN:   Right.   

THE CHAIRPERSON:   So, I'm looking -- just asking you, 

B.C. Hydro, to look at and comment, the effort of that 

review process.  From your point of view, and the 

Commission's staff point of view, and same time 

looking at this other option we have now here, which 
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is the revenue requirement application.  We have the 

Appendix I and Appendix J, and lots of IRs will be 

asked.  You'll look at them, some of them you refuse 

to answer because they seem to be out of scope.  Time 

goes back and forth, and then perhaps now that you are 

sort of pointing us clearly to a solution, perhaps the 

Commission could use more effectively the Section 

45(5) and request more applications back to the 

Commission that way.   

  So when you look at the workload with both 

options, and the regulatory efficiencies, and -- yes, 

you don't have to answer now.  I am asking that you 

consult your experts at the break and then speak to 

that.   

MR. CHRISTIAN:   Before I seek instructions, though, I 

think it would be helpful for me to make sure I 

understand exactly the task that -- or the 

instructions I am to get.  Because it seems to me that 

one of the problems is, in terms of coming to a 

solution, it's clearly identifying the problem that is 

meant to be resolved.  And if what the Commission is 

hoping for is that B.C. Hydro will seek approval of 

its capital plans in the way that BCTC did on an 

annual basis, I suspect that I don't need to take 

instructions.  I can tell the Commission Panel that 

B.C. Hydro crossed that bridge a year ago when it 
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integrated or reintegrated with BCTC, and it chose not 

to file annual plans of its capital and seek 

Commission approval of it.  And remember, the right to 

seek approval of capital on a pre-expenditure basis 

exists in 44.2 of the Utilities Commission Act, but 

that's a utility right, and it's at the election of 

the utility whether it seeks that pre-approval.  Hydro 

has chosen not to do that. 

  If the request from the Commission Panel 

is, is there -- you know, is Hydro reconsidering that, 

or is that on the table, I can seek instruction on 

that, but I can tell you right now that the 

application as filed, and everything Hydro's done 

since it reintegrated with BCTC reflects a decision 

that it's not going to be seeking Commission approval 

of its capital plans on an annual basis in the way 

that BCTC did. 

    Proceeding Time 9:46 a.m. T12 

THE CHAIRPERSON:   Thank you, Mr. Christian.  So let's 

move on then to the other agenda items.   

MR. CHRISTIAN:   Sorry, I understand there was a question 

from Ms. Leis?  Okay, thank you. 

  So then item 3 on the agenda is with 

respect to past BCTC directives, and I'm going to hand 

up an exhibit here.  This is a letter from the 

Commission actually, dated November 23, 2010, and 
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we'll hand up copies. 

  The first thing to observe on this letter 

from the Commission dated November 23, 2010 is the 

heading "Transmission System Capital Plan Directives", 

and this letter was, I think, dealing directly with 

the request by the Commission Panel to talk about 

which the appropriate proceeding is to deal with the 

outstanding BCTC directives.  And the operative part 

for the purpose of my submissions is in the second 

paragraph: 

"As part of the integration of B.C. Hydro 

and BCTC under the Clean Energy Act, the 

BCTC transmission system capital plan 

related directives are now transferred to 

and assumed by B.C. Hydro.  Commission Staff 

believe that for it to suggest or reach 

consensus on a revised wording of these 

directives prior to Commission process would 

be inappropriate and therefore suggest 

moving these directives to the next revenue 

requirements application." 

  Of course this letter was dated November 

23, 2010.  The F11 RRA negotiated settlement had just 

been resolved.  It's dated, for reference, November 

18th.  I think the Commission Order was a little bit 

later than that, but the reference date was November 
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18th.  And so the next RRA being referred to in this 

letter is the current proceeding, the F12 to F14 RRA.  

And Hydro got this request from Commission Staff and 

agreed to it.  Quite aside from that, though -- it's 

obviously not determinative, but quite aside from that 

B.C. Hydro believes that this is the appropriate 

proceeding to deal with the BCTC directives, and the 

extent to which Hydro proposes to carry them forward 

or not, as the case may be.   

  Firstly, the directives, it seems to B.C. 

Hydro, are wrapped up whole and part in the review of 

what BCTC -- I'm sorry, B.C. Hydro does, both 

operating and capital.  And bear in mind that the BCTC 

directives, although largely directed to BCTC's 

capital plans, include some of the directives arising 

from BCTC's RRA proceedings.  That's Table 10.9.  And 

then as I've mentioned in my earlier submissions on 

item 2, the Commission review of capital and the 

Commission's consideration of its jurisdiction and the 

way it should exercise that jurisdiction is a 

perpetual issue, frankly, in revenue requirement 

proceedings.  It has been in the past.  It seems to be 

again.  This time we're starting a little bit earlier 

in the procedural conference on it.  It seems to me 

unlikely that we're not going to be having the debate 

in this proceeding.  I think it's eminently suitable 
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for this proceeding to be the place that we consider 

those outstanding directives arising from BCTC. 

  And the other alternatives, of course, 

don't exist any more.  It might have been at one point 

possible to consider BCTC capital plan directives in a 

resource plan filing, but those don't go to the 

Commission any more, at least from B.C. Hydro, and of 

course BCTC doesn't exist, so their annual plans can't 

be the venue or the forum to consider those 

directives.  So for all those reasons B.C. Hydro 

suggests that this is the appropriate venue to 

consider the BCTC directives.  

  And that -- oh yes, I think we should 

actually put the letter and mark it as an exhibit.  

Thanks.   

MR. FULTON:   B-14. 

MR. CHRISTIAN:   B-14.  Thanks, Gordon. 

THE HEARING OFFICER:   Marked Exhibit B-14. 

 (COPY OF LETTER FROM BCUC, DATED NOVEMBER 23, 2010, 

MARKED EXHIBIT B-14)  

MR. CHRISTIAN:   Now, that takes me to item 4, which I 

will have nothing to say on, because it's intervener 

evidence, and we're happy to hear what our friends 

have to say.  

    Proceeding Time 9:51 a.m. T13 

THE CHAIRPERSON:   Thank you, Mr. Christian. 
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MR. CHRISTIAN:   Thank you. 

THE CHAIRPERSON:   Now then, we hear submissions from the 

interveners.  Who is first? 

MR. FULTON:   FortisBC, Madam Chair. 

THE CHAIRPERSON:   Thank you. 

MR. FULTON:   We'll follow the order of appearances. 

THE CHAIRPERSON:   Yes, thank you.   

SUBMISSIONS BY MS. HILL: 

MS. HILL:   Good morning again, and I'm going through the 

four lists and with Commission Panel's permission I 

will address the second issue last.   

  With regarding to the identification of 

significant issues from the FortisBC's perspective, we 

identify two issues.  The first one is the treatment 

and disposition of the deferral accounts.  I don't 

believe there would be a surprise to anybody since 

Madam Chair just mentioned that as an issue. 

  The second issue, which wouldn't be a 

surprise either, is actually the point-to-point 

transmission charge allocation methodology.  In a 

letter dated May 25th, Exhibit C4-2, Fortis has 

identified which -- that is has an interest in that, 

because it's a wholesale utility customer of B.C. 

Hydro, also it is a purchaser and seller of wholesale 

power itself.  That's really just pertinent to our 

electric company here. 
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  And as to item number 3, we take no 

position on that issue.   

  And with regard to item number 4, the 

intention of filing evidence, we have no intention to 

filing evidence, but we probably submit IRs on certain 

issues.   

  Now I'm turning to the item number 2, the 

scope of review of capital projects in a revenue 

requirement proceeding.  In consideration of what 

Madam Chair just instructed regarding the two focus, 

as I understand, in this procedural conference, one is 

the legal boundary, I believe is the word, and the 

other one is the practical options.  With regard to 

the first one, legal principles, I go in to articulate 

what we did or summarize what we -- that our position, 

FortisBC's position that was articulated back in the 

last B.C. Hydro revenue requirement, we believe that 

are still pertinent and our position has not been 

changed. 

  With regard to the practical solutions or 

practical practices, and there is -- we're going to 

talk about -- I'm just going to briefly say what are 

doing in our utilities.  Maybe that will help 

demonstrate what other process might be available or 

can be considered.  

  Now I'm turning to the first issue, the 
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first point regarding legal principles.  It won't be a 

surprise to any that we -- our position has not been 

changed.  And I believe in the last B.C. Hydro F09 and 

F10 RRA proceeding, and we articulate about three main 

points and I'm going to summarize very briefly here.   

  The first one is we believe in the -- under 

Section 59 and 61 of the Utilities Commission Act, the 

appropriate test here is the reasonableness and 

adjustedness.  So essentially we made a lengthy 

argument regarding that, with regard to the second 

component in the revenue requirement.  That's a bit of 

a simplified but that's -- essentially we argued in 

the last proceeding, the revenue -- the Commission 

needs to consider the first is the all-reasonable 

operating expenses and plus a fair return to the 

utility.  With regarding to the fair return to the 

utility, especially for us, the benchmark utility, the 

rate return is not a question in the RRA.  But we 

believe with regard to the reasonable operating 

expenses, the Commission has broad discretion to 

address issues and to -- in setting the rates.   

  The second point that we made and is, we 

believe, still relevant here is the relevance -- is 

the prudency issue.  And again, in that, we stated 

very clearly prudency is only relevant in a 

retrospective review of the expenditure that has been 
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made.  And when setting rates under 59 and 61 of the 

Utilities Commission Act, it is a review of 

prospective forecasts.  And so this review regarding 

the prudency could be in a separate proceeding or 

part, sometimes could be part of the revenue 

requirement proceedings.  The example is really the 

Terasen (Whistler) revenue requirement in 2009-2010, I 

believe, for the test year.  And part of the prudency 

of the Terasen (Whistler's) conversion costs were 

reviewed as part of that revenue requirement.  But 

again, there is a distinction, this is really 

regarding the past, or the retroactive review of that 

expenditure before.   

Proceeding Time 9:56 a.m. T14 

  The third point, and very briefly, is 

really -- has some relevancy here, we articulate as 

well, is the only actual cost will be rolled into the 

rate base.  So that's essentially the three points we 

articulated in the last round of the revenue 

requirement proceeding.  

  The second main point relating to the 

practices, and I'm just very -- I'm going to discuss 

very briefly out of what we do on the gas side and 

what we do on the electric side.  And maybe with the 

intention again to illustrate there might be other 

possibilities.  And we also believe what we're doing, 
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the review, that carrying on in our processes, are 

appropriate in light, or in the circumstances of our 

utilities.   

  The first -- in the gas utility, our 

revenue requirement, we usually provide capital 

expenditures for the test period.  And the Commission 

-- again, going back to the issue, this is really -- 

the standard here is the reasonableness of the 

forecast.  And the Commission and the interveners, we 

just went through a lengthy oral hearing, and has 

tested, and our forecast against the reasonable 

standards.   

  So that -- and usually our gas side, which 

this is the difference between our gas side and 

electric side, is on our gas side we don't 

specifically ask for the approval of capital 

expenditures under Section 44.2 of the Utility 

Commissions Act.  Nor do we believe it is necessary.  

And I think it's -- everyone knows that the section of 

the Utility Commissions Act merely provides the option 

for the utility to file.  So on the gas side, we just 

-- we choose not to file.   

  And also I want to mention very briefly in 

terms, I think, that there is an issue regarding the 

threshold.  And our gas utility has a very -- 

relatively low CPCN threshold with only $5 million.  
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And that applies to all our capital projects, and that 

has been approved and has not since I believe 2003, 

2003.  So it has been -- our application for CPCN are 

approved through a separate process, and it is not -- 

we do not include in the RRA the capital expenditures 

relating to CPCNs that are anticipated to be filed but 

has no  -- has not been approved.  So that's our 

practice on the gas side.   

  On the electric side, as I mentioned 

earlier, the main difference is we do file very often 

applications called capital plan, under 44.2 of the 

UCA.  And we -- again, that's at the election of the 

electric side.  And the purpose of filing is really 

the risk management, and also to get a pre -- if you 

will, a pre-approval or predetermination of a public 

interest of the capital expenditure.   

  What -- that filing itself, the 44.2 filing 

in the gas -- in the electric side, excuse me, is -- 

you're probably aware is very often in conjunction 

with a revenue requirement application like the one 

pending before the Commission right now.  There are 

two separate filings.  There are two separate 

applications.  And the capital expenditure estimate 

that is made in the capital expenditure plan, or is 

actually referred to in the revenue requirement 

setting, when setting the rates, that's just -- that's 



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  198 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

the interrelation between the two.  But it's two 

separate filings, and there is no -- I believe we have 

previously filed the capital expenditure schedule 

under Section 44.2 earlier than the revenue 

requirement.  But the current practice is to file 

injunction as the two.   

  And with regard to -- that's the main 

difference between our gas and electricity utilities.   

  With regard to the CPCN on our electric 

side, we do not make distinction between different 

types of capital projects.  We -- essentially $20 

million is the threshold for all projects, capital 

projects.   

    Proceeding Time 10:01 a.m. T15 

  But as you are probably aware, there are 

some discretions with regard to the projects that may 

fall under 20 million.  There are certain criteria 

that might apply, we may file, and the Commission has 

requested sometimes for us to file.   

  So with -- those are the comments regarding 

our practices.  Subject to questions that will be my 

submission for the time being.  Thank you. 

THE CHAIRPERSON:   Thank you, Ms. Hill.  And then we have 

Mr. Wallace.   

SUBMISSIONS BY MR. WALLACE:    

MR. WILHELM:    Thank you, Madam Chair, Commissioners.  
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Starting with the first topic issues, clearly this is 

an important and I would suggest somewhat unique 

hearing, and it's unique in that I expect most of the 

debate will not be about what the increase should be, 

the 8, 4 and 4, but rather how those targets should be 

achieved.  And it's also going to be important because 

how they are achieved will affect not only today's 

customers, but because of the presence of the deferral 

accounts, future customers.   

  At this time I believe that AMPC generally 

accepts the targets of 8, 4 and 4, but not the 

methodology that's put in the application.  We're 

expecting the following to be key issues in achieving 

those targets:  the deferral of current period 

expenses, excessive estimates of revenues from 

Powerex, the excessive DSM expense and amortization, 

excessive operating costs -- B.C. Hydro has not, as we 

see it, met the targets of the government panel review 

-- and other methods for keeping rates to the target 

increases.  There will be many other subjects, I'm 

sure, but those, I believe, are the key ones at this 

point from our perspective. 

  With respect to the review of capital 

expenditures, and I take it that that's those 

expenditures that go beyond capital additions in the 

test period, we're inclined to go the practical route 
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that Mr. Christian suggested.  I've participated in 

those previous eight years of hearings that Mr. 

Christian referred to and many before.  He's right.  

There have been changes in methodology, there's been 

changes in staff, changes in the way Hydro wants to do 

it.  And frankly, today I think we are facing changes 

that we haven't even seen yet with respect to the 

Clean Energy Act, with respect to the integrated 

resource plans, and probably those are going to affect 

capital approvals. 

  We know that this isn't an integrated 

resource plan and we don't want to go there.  There is 

going to be one.  We do have three years of capital 

expenditures, or capital additions that are on the 

table, and Hydro has basically said, "And if there's 

not too much about expenditures in the information 

requests, we can look at those too." 

  My very practical, rather than let's argue 

it again in a legal sense, is that we take up that 

invitation, that we ask our information requests and 

we see how B.C. Hydro responds.  If B.C. Hydro 

responds, as I hope they will because frankly I think 

the focus is going to be on other issues in this 

proceeding largely, in any event, then we should be 

able to deal with it and by that point we may know 

what the integrated resource plan process is going to 
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look like.  And really that is, I think, the bridge.  

We can handle it.  And if we have to come back before 

you in a special prehearing conference that are 

initiated by B.C. Hydro or initiated by us or by the 

Commission, then that's appropriate.  But practically 

speaking, let's see if what Hydro proposes works.   

  With respect to the BCTC directives, AMPC 

does not support an additional process.  AMPC would 

like to see those rolled into this process.  Again, we 

expect that those aren't going to be key issues for 

us.  There may be some we want to look at.  But 

neither would we like to see them turned over to a 

separate process where the Commission and Hydro simply 

negotiated it.  There may be impacts on other parties, 

and we would like to have an opportunity to have 

input.   

Proceeding Time 10:06 a.m. T16 

  With respect to evidence, clearly it's very 

early days.  But I would say at this point that it's 

maybe two-thirds probable that AMPC will be calling 

evidence.  We may be able to get everything on the 

record we need out of Information Requests, but I feel 

that's highly unlikely.  I think we will be calling a 

witness.  But it's a ways to go yet.   

  That's it, unless you have any questions.   

THE CHAIRPERSON:   No, thank you, Mr. Wallace.   
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MR. WALLACE:   Thank you.   

THE CHAIRPERSON:   Then we have TransCanada, Mr. Best.   

SUBMISSIONS BY MR. BEST: 

MR. BEST:   Thank you, Madam Chair, Commissioners.  We 

have no further significant issues to identify.  I 

would suggest we would be focused, as a large 

transmission customer, on the B.C. Hydro system, on a 

couple of IR categories that were handed out in the 

proceeding last week, P being chapter 9 OATT, and Q 

being some sort of net income.  So those would be the 

areas we'd be most focused on.   

  We have nothing to add on number two, the 

capital projects.  Nothing to add on number 3, the 

BCTC directives, and have no intention of filing 

evidence.   

THE CHAIRPERSON:   That's clear.  Thank you, Mr. Best.  

Then Mr. Weafer, CEC.   

SUBMISSIONS BY MR. WEAFER: 

MR. WEAFER:   Thank you, Madam Chair.  Dealing with the 

issues as set out, or first of all the identification 

of the significant issues, as the CEC is a ratepayer 

group, it will be no surprise that the rate increase 

drivers identified by the company will be reviewed.  

We're not entirely convinced that the number for the 

first year is correct, and we'll be looking to see if 

that can be reduced.  First we -- finance charges, 
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we'll be looking at that issue from the point of view 

of whether or not they theoretically anticipate the 

deterioration going on in the global economy and 

whether or not they're a suitable base for rate-

setting.   

  With respect to operating cost reductions, 

the second key rate driver -- rate increase drivers 

identified by the company, we'll be focusing on 

operating cost reductions proposed by B.C. Hydro both 

to ensure that they're not compromising their 

activities and also ensure that they've effectively 

pursued all efficiencies.  This will be the first time 

to test the reorganization as a result of the 

government review.   

  On the third rate driver identified by the 

company, capital additions, we'll be focusing on this 

issue and particularly with respect to amortization 

charges to make sure the revenues are appropriate in 

relation to those capital additions.   

  The fourth rate driver identified by the 

company is cost of energy.  We will be focusing on 

that issue from the point of view of the interaction 

between costs which end up in revenue requirements and 

in the deferral account mechanisms, and the costs 

which end up in trade income to ensure that 

ratepayers' interests in avoiding volatility and the 
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loss of revenue above the $200 million cap are 

reviewed as part of the process.  The cost of energy 

in non-integrated areas may also be an issue where 

B.C. Hydro opts for diesel service.  We'll be probing 

that issue.   

  With respect to the other rate increase 

driver of rate smoothing, we will be looking at the 

rate smoothing concepts being applied by B.C. Hydro 

and the policy basis for these regulatory adjustments. 

  The other area identified in rate drivers 

is subsidiary net income, and we'll be looking at this 

issue with respect to whether or not there are revenue 

requirement impacts on ratepayers and whether there 

are alternatives to the approach being put forward by 

B.C. Hydro.   

  So, in short, each of the rate driver 

issues, key rate driver issues identified by Hydro, we 

will be pursuing in the proceeding.   

  With respect to some of the approvals being 

sought by B.C. Hydro in 1.7 of its volume 1, we will 

be spending some significant effort on DSM plans from 

the point of ensuring that the plans are not 

compromising the expectation of ratepayers that DSM 

can have a significant mitigating impact on rates to 

the future.   

    Proceeding Time 10:11 a.m. T17 
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  We were also interested in B.C. Hydro's 

market transformation plans with respect to DSM, and 

we see that being a significant issue in this 

proceeding for review.   

  The other order that -- the approval that 

B.C. Hydro is seeking is with respect to the deferral 

account rate rider.  We have -- in prior proceedings 

the CEC has spent a significant amount of time on this 

issue and has prepared evidence in prior proceedings 

and it would need to assess what has been provided in 

this proceeding as to whether it's appropriate in 

terms of impact on ratepayers.  The depreciation rates 

the company is seeking approval of we'll be spending 

time on in this proceeding.  And lastly the review of 

regulatory accounts identified by the company.  So 

again we've got a three-year test period, and it is 

important that these items get a thorough review and 

we anticipate undertaking that in this proceeding. 

  Moving to your issue with respect to Issue 

2, the scope of review of capital projects in the 

revenue requirement proceeding, Mr. Christian's review 

was, I think, helpful.  This is an issue that has seen 

significant discussion in the past, and discussion 

also results from lack of agreement.  And we certainly 

do have concerns with the company's capital plan and 

expenditures, and we do struggle, as the Panel is, 
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with what is the best time to review and what is the 

best process to review?  We do take the comments by 

Fortis counsel with respect to reasonableness of rates 

and justness of rates in terms of impact on 

ratepayers, and capital is a significant component of 

rates. 

  But with that said, we accept the practical 

approach that B.C. Hydro has put forward.  As you 

highlighted, Madam Chair, it's been seven and a half 

months since this was filed.  We're not looking for 

reasons to defer, delay or cause legal conflict which 

may get in the way of practical achievements.  So we 

are satisfied with Hydro's commitment at this point to 

be responsive to IRs in a manner that allow a fulsome 

review from the context of having comfort that capital 

is being managed in a prudent and reasonable way by 

the company.  And if the IR responses assist in giving 

that kind of comfort, there won't be a need to re-

raise the issue in a further procedural conference or 

make argument at the end of the day that the company 

has not met the legal test.  So we're prepared to go 

forward on the proposal that Mr. Christian's provided.  

  With that said, this capital is important 

and the company is spending a significant amount on 

capital.  And if the Commission at the end of the day 

determines that it is not satisfied that the review 
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processes before it are sufficient, then the Section 

24 alternative is a valid one and it may be one that 

will lead to final argument at any time.  That tool is 

available to the Commission if it has significant 

concerns around B.C. Hydro's capital mission, and so  

-- but in short, we're prepared to go forward as Mr. 

Christian has suggested. 

  With respect to your third issue with 

respect to past directives of BCTC, we're satisfied to 

deal with those issues as part of this proceeding, 

that if there's regulatory efficiency, the Panel has 

sat, we're here, and the issues can be dealt with as 

part of the process.   

  Your fourth issues with respect to 

intervener evidence, at this time the CEC does expect 

to file evidence but we'll make the assessment on 

response to the IRs from B.C. Hydro, and if the body 

of evidence can be established through the IR process 

we may not have the need to file evidence.  If we did 

file evidence, there are two key areas:  the DSM 

valuation issues, and secondly the previous material 

prepared and augmented dealing with rate volatility 

and variable water flow, and the rate excluding 

approaches.  But as I say, we'll try to deal with our 

concerns through IRs and it is not certain at this 

time we will file evidence. 
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  And those are my submissions on the first 

four points.  Thank you. 

THE CHAIRPERSON:   Thank you, Mr. Weafer.  Next we have 

BCOAPO, Ms. Worth. 

    Proceeding Time 10:16 a.m. T18 

SUBMISSIONS BY MS. WORTH: 

MS. WORTH:   Madam Chair, members of the Panel, BCOAPO has 

a list of issues, some of which have already been 

touched upon by counsel for other intervener groups.  

BCOAPO understands that B.C. Hydro got its marching 

orders from government in regards to rates, and they 

have taken any number of actions in order to bring the 

review requirement down to those levels.  However, we 

have looked at the application and the effects of 

those actions, and our clients feel compelled to raise 

the issue of intergenerational equity.  And we cannot 

simply hope that because our electric utility would 

find it convenient that we'll enjoy a run of 

exceptionally wet years in order to help pay off the 

debt we're now incurring, or rather the debt that the 

government is forcing us to incur. 

  As a result we'll be looking at this, B.C. 

Hydro's forecast, the impact of future industrial load 

and industrial connection policies, the impact of 

possible changes to government policy and the impact 

of B.C. Hydro's reduced system flexibility and its 
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ability to operate in a manner that best benefits its 

ratepayers.   

  Given that B.C. Hydro's system is moving 

towards surplus and the application flags a likely 

increase in surplus sales, we'll be looking at this 

issue very closely as well.   

  We'll be looking at the cost comparisons 

for operations that B.C. Hydro used in this 

application.  It appears that they've used the F2011 

NSA levels rather than the actuals, which we 

understand are lower.  So we'll be following lines of 

inquiry to examine that.  Also we'll be taking a close 

look at costs versus benefit in the new contracting 

arrangements, as well as the treatment currently 

proposed for the associated costs. 

  We are also concerned about privacy for the 

clients in this particular forum.  And we continue to 

have serious concerns about the SMI project.  That'll 

come as no surprise.  We will be following up on any 

number of lines of inquiry to determine whether this 

is as beneficial a project as is claimed.   

  We will be testing the DSM costs presented 

in this application rigorously, and particularly in 

regards -- we will be making inquiries in regards to 

the DSM programs most accessible to our clients, the 

low income programs.  There wasn't a whole lot of 
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detail provided in the application, so we'll be 

looking for that.  And we'll be taking a look at the 

justification for the requested increase in the 

amortization created for DSM.   

  Finally we'll also be testing whether B.C. 

Hydro's revenue targets for Powerex are reasonably 

achievable.  While we recognize the usefulness of 

these figures while the utility is struggling to meet 

arbitrary government targets, we are not at all sure 

that there is something we can rely upon in a revenue 

requirement.  This isn't an exhaustive list but it's 

sort of the high-level issues that we were able to 

flag in the time that we've had.  Certainly I'm sure 

as the process develops we'll have more. 

  In regards to the scope of the review of 

capital projects and revenue requirements and your 

jurisdiction in this regard, I think that Mr. Weafer 

has encapsulated our concerns as well.  We see that 

capital has a huge effect on rates, and capital 

projects being examined in a revenue requirement can 

be problematic.  But B.C. Hydro has made their 

commitment in regards to IR responses, and we are in a 

situation where we have to be rather practical in how 

we approach this. 

  So what I'm going to do on behalf of my 

clients is indicate that we are willing to support the 
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proposal forwarded by Mr. Christian in this manner, 

and we would like to say that these IR responses will 

either give us some comfort or raise red flags, and if 

those flags are raised, then this is perhaps an issue 

that we would ask be revisited.   

  In regards to Issue 3, whether past 

directives to BCTC should be reviewed as a separate 

process, we are in agreement with Mr. Weafer and other 

interveners that this should be folded into this 

process.  We feel that if there are specific issues in 

these directives of interest to interveners, that they 

can fully participate, Commission Staff can fully 

participate and we can provide the fullest evidentiary 

record possible based upon that participation for you 

to use in your determinations or as recommendations 

going forward.   

Proceeding Time 10:21 a.m. T19 

  Now, at this time we haven't had a lot of 

opportunity to determine whether we would indeed file 

evidence.  It's early days for us to make an 

unqualified commitment either way.  At this time we 

have no firm intention to file evidence.  It is a 

possibility.  And we certainly reserve the right to do 

so.  But if I were to say one way or the other at this 

point, I would say that it is more likely, based on 

just the application and no further information 
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responses, that we will not be filing evidence.  That 

is, of course, subject to how the process and the 

evidentiary record develops as we go forward.   

  Subject to any questions, those are my 

submissions.   

THE CHAIRPERSON:   No, thank you very much, Ms. Worth.   

MS. WORTH:   Thank you.   

THE CHAIRPERSON:   Next we have B.C. Sustainable Energy 

Association, Mr. Andrews.   

SUBMISSIONS BY MR. ANDREWS: 

MR. ANDREWS:   Thank you, Madam Chair, members of the 

Commission Panel.   

  Regarding identification of significant 

issues, I will list BCSEA/SCBC's significant issues in 

two categories, and I won't be exhaustive, but in 

terms of the two main areas of issue, the first has to 

do with the deferral accounts and the net balance in 

them.  Subheadings for us within that category are to 

determine the size of the current net balance of the 

deferral accounts, the question of whether the rate 

rider in the test period ought to be increased, and 

thirdly under that heading the merits of a formulaic 

mechanism for clearing the deferral account net 

balance.   

  Under the heading of demand-side 

management, the first issue -- the sub-issue that I 
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would list is the principle of targeting all cost-

effective demand-side management savings.  The second 

being increasing the targeted electricity savings 

during the test period.  The third being the proposed 

change in the amortization period for DSM spending.  

BCSEA/SCBC would likely support B.C. Hydro's proposal 

if the evidence confirms that the persistence of DSM 

savings warrants the change.  And fourth under this 

heading, the issue of B.C. Hydro producing a draft DSM 

plan for going forward prior to submitting the draft 

integrated resource plan to government rather than 

afterward.   

  In terms of the scope of the review of 

capital projects, I concur with Mr. Christian's 

submissions as to the historical background to this.  

This is certainly a topic that's confusing to 

outsiders.  And I guess I would conclude by saying 

that in my submission it would be best for the 

Commission to make any decisions on this topic on the 

basis of a factual example rather than on a 

theoretical basis.  So that if in due course it 

materializes that there is an issue about a particular 

capital project or bunch of them, that would be the 

opportunity for the Commission to make a decision.   

  Regarding whether past directives to BCTC 

should be reviewed as a separate process, I would 
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support the notion that they be dealt with in this 

proceeding rather than in a separate proceeding or a 

separate proceeding without interveners. 

  And on the fourth issue, BCSEA/SCBC do 

intend to file evidence.  Of course, this is subject 

to events as they unfold, but our current intention is 

to file evidence on the topic of DSM targets and 

spending.   

  Subject to any questions, those are my 

submissions.   

    Proceeding Time 10:26 a.m. T20 

THE CHAIRPERSON:   Thank you, Mr. Andrews. 

MR. ANDREWS:   Thank you. 

THE CHAIRPERSON:   Next we have Energy Solutions for 

Vancouver Island Society, Mr. Bertsch. 

SUBMISSIONS BY MR. BERTSCH: 

MR. BERTSCH:   Madam Chair, Counsel and Panel, we're very 

interested in this revenue requirements application, 

particularly because it's the first one in which we 

have B.C. Hydro and BCTC together in one envelope.  

We've participated both in BCTC and B.C. Hydro 

hearings and have found some challenges in 

particularly looking at it in an integrated fashion, 

where the load requirements and the transmission and 

generation requirements can be now hopefully tighter 

linked and perhaps we can end up with a more efficient 
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operation.   

  We'll be looking at things such as non-

wires methods and further the integrated approach we 

hope will come through with B.C. Hydro and BCTC 

together.  We'll also be concentrating on DSM and some 

issues with capital plans, which I'll cover in the 

second item.   

  Dealing with item number 2, capital plans, 

the first thing I'd like to note is a particular quote 

from B.C. Hydro's Appendix U, one comment there being 

"future projects that are planned to come into service 

at a later test period are not subject of review."  We 

believe that that statement needs to be qualified, and 

believe that the decision by B.C. Hydro not to bring 

future projects into this particular RRA is also a 

valid part of the prudency review.  We believe this is 

particularly important with the longer three-year test 

period and with the transmission projects folded into 

the B.C. Hydro mandate.   

  For example, there are particular projects 

which are being first identified in this test period 

and will be in service by the end of this test period.  

Therefore, the amount of information we have to work 

with and do our prudency review in this RRA is small.  

Therefore, we believe that there has to be a procedure 

of some sort to do an early identification of these 
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projects.  We would be willing to work through the IR 

process and hope that that type of information can 

come out of the IRs, but we are somewhat concerned 

that that may relate to a fair volume of IRs.  One way 

or the other, we do believe that these projects need 

prudency review, and as we have it in front of us 

today, we don't believe that we can accomplish that.  

So that certainly is a key part of our interest.  

  In regards to number 3, we agree that the 

past directives of BCTC should be in this same 

process.  And as far as filing of evidence, we may or 

may not.  It'll very much depend on the responses from 

B.C. Hydro and particularly if what we believe may be 

a volume of IRs can be dealt with within this process.   

  Those are our comments.   

THE CHAIRPERSON:   Thank you, Mr. Bertsch. 

MR. BERTSCH:   Thank you. 

THE CHAIRPERSON:   I'm looking at the clock here now.  

It's 10:30 -- 

MR. QUAIL:   I was intending to propose that this might be 

a good time for the morning break.  I'll be a few 

minutes. 

THE CHAIRPERSON:   I appreciate that proposal, thank you.  

We'll return quarter to eleven, thank you. 

 (PROCEEDINGS ADJOURNED AT 10:31 A.M.)    

 (PROCEEDINGS RESUMED AT 10:47 A.M.)   T21/22 
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THE CHAIRPERSON:   Please be seated. 

  Now it is then the turn of Mr. Quail.   

SUBMISSIONS BY MR. QUAIL: 

MR. QUAIL:   First of all, regarding significant issues, 

I'd just like to step back a little bit and identify 

what in my submission is really what this hearing -- 

if it has a theme, this is what it is.  And that is 

that we are at the early stage of a prolonged period 

of projected steep increases in rates.  And we have 

seen this from the previous revenue requirement.  

Essentially, a decade of rates projected to go up in 

the order of 10 percent a year, give or take.  But 

that magnitude, or that kind of slope to the line.   

  And so we're at the first tranche of that 

taking place with the application we saw this spring.  

You're very close to 10 percent.  Peeled back and 

smoothed and so on, and kept within the bounds of 

classic rate shock. 

  But something else crept into the picture, 

a rather different form of shock from rate shock, and 

it's what I would call political shock.  Sort of came 

in, pushed its way into the picture and there was an 

intervention by government in response to political 

shock.  Frankly, particularly in line with, you know, 

potential prospects for a general election.   

  And so the response to that is them 
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extracting an agreement from B.C. Hydro to amend the 

application to the roughly 8, 4, 4 application that's 

before us now.  And just somehow, you know, stuffing 

things downward, doing everything that can be done, 

swinging an axe where it could be swung, but to try to 

conform with some credibility to that projection.   

  So the issues are, first of all, what's the 

realism of that process of the four and four in 

particular?  And directly related to that, what really 

gives that significance is, what have we done to year 

four after this three-year test period?  What have we 

set up for 2015 and 2016?  When we know there is this 

relentless on-lay of costs and this upward curve is 

going to be continuing apace?  What have we done to 

ourselves, or what are we doing to ourselves, if we 

proceed in this way?   

  And the real dilemma is to find a way to 

get a handle on this beast, on these huge deferral 

accounts.  But at the same time, do it in a way that 

deals fairly with ratepayers, and in a way that isn't 

going to shut the province down.  This is a serious 

problem.  This is sort of the Euro crisis of B.C. 

Hydro, in a sense.  It's a very serious economic 

problem facing the province.  We're talking about a 

gigantic problem without any clear strategy to 

eventually amortize that debt.   
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  In my submission, that's really what this 

process is going to be about.  And I really don't 

think there's any mystery to that.   

  So the overarching issue, in my submission, 

is what I would call the deferral revenue strategy.  

That is, how do we manage this stage that we're at of 

this upward slope of cost and rates?  And a number of 

the moves have been made in the application, 

obviously, that will need scrutiny.  But we will want 

to be focusing on the cost drivers.  And the cost 

drivers, the significant ones that unfortunately are 

not within the jurisdiction of this Commission to 

ultimately resolve, and that is the role of 

government.  Because in our submission it will be -- 

because I'm not going to make argument now, but we 

will be addressing the role of not only government 

policy but the government take from the till, which we 

guesstimate in the order of a billion dollars a year 

of total money that finds its way from the B.C. Hydro 

system into the public treasury one way or another.  

We'll want to be looking at that, because the 

Commission must be cognizant of what the real drivers 

are. 

  We must not get in a situation where the 

roof has blown off the house, but what we're dealing 

with is burning the furniture to try to stay warm.  We 
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need to recognize what the problem really is, where 

it's emanating from.  It is important for the 

Commission to understand so that it can fashion a 

correct response, and is not aiming at the wrong 

thing, which isn't really the problem.   

  We'll want to go -- to look into the 

measures to contain those drivers and the costs 

spilling from them.  The issue has already been 

flagged, I believe, of outsourcing the strategies and 

net costs of outsourcing and other strategies to 

postpone and delay costs related to that.   

  The entire question of revenue and rate 

strategy.  And again, whether the four and four, are 

these real-world numbers or are these world of the 

Tooth Fairy numbers, in terms of the real problems 

facing B.C. Hydro?   

    Proceeding Time 10:52 a.m. T23 

  There's a couple of issues -- I'll maybe 

flag a couple of others, but there's a couple of 

issues in particular that I don't think have been 

addressed, that flow from the Clean Energy Act.  I'll 

get to those in just a moment.   

  We'll want to look at the SMI issue which 

has been flagged.  One issue in that particularly is 

the proposed postponement of recovery of the deferral 

account related to that, so that it would not be 
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recovered beginning in the rate year following when 

they're all put in service, but put off to a later 

date than that.  So there's an aberration in relation 

to normal regulatory practice, and we'll want to probe 

into that.   

  And also we expect that there will be costs 

involved in that project which are not within the 

bubble created by the Clean Energy Act immunized from 

the review of this Commission, and that is to the 

extent that any aspects of the execution of this 

project go beyond the minimum specifications that are 

said to be mandatory in the special direction, B.C. 

Hydro is responsible for justifying those additional 

costs.  In my submission, that's -- really conceptual 

and should not be contentious.  So the Commission will 

need to take -- at least devote some attention to the 

execution of SMI, the particular technology being 

deployed, and the potential that there are incremental 

costs of going beyond what the government has 

mandated.  Only what is specified in the special 

direction is sheltered from review by this Commission. 

  We will want to probe into the impact of 

the furniture burning that I just referred to earlier, 

on the quality and reliability of service; that is, 

the impact of operational cuts.  We'd add you can only 

lay somebody off once.  Rates are projected to double 
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in the next eight or ten years.  You can shave a 

little bit off in the short term by laying people off.  

It's not a strategy to address the problem.  This is 

burning the furniture and we'll be wanting to address 

that. 

  Going back to the question of the Clean 

Energy Act and two particular issues which in my 

submission are really bases that the Commission hasn't 

touched, sort of going around the field now in revenue 

requirements on an ongoing basis with B.C. Hydro.  One 

of those is the category of expenditure for exports, 

which is a defined phrase in the Clean Energy Act and 

essentially means whatever cost B.C. Hydro incurs for 

the acquisition of energy that is over and above the 

load requirements of its market, and the load being 

redefined to incorporate whatever degree of progress 

is mandated toward self-sufficiency.  So we've got the 

actual load and then there's sort of a dotted line 

somewhere above that which is a slope moving towards 

self-sufficiency.  And B.C. Hydro cannot recover from 

ratepayers any expenditures that involve the 

procurement or the obtaining of energy which is above 

that dotted line. 

  Now, this is an issue that in the past has 

been dealt with essentially in the IRP process, where 

load forecasts were sort of, you know, a general guide 
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and were used, directionally at least, in terms of the 

strategies of the utility.  But suddenly they have a 

different kind of regulatory significance.  They 

become a very solid line because they are a boundary 

above which rates cannot be recovered.   

  So we find ourselves now along the trail 

towards the target for the attainment for arriving at 

self-sufficiency, and the Commission is going to have 

to determine where that dotted line is over the test 

period and turn that into a solid line that defines 

the point above which the utility cannot look to 

ratepayers to recover the cost of that energy.  That 

has to be eaten by the shareholder, which is 

contemplated by the Clean Energy Act.  In my 

submission, the Clean Energy Act imposes on the 

Commission a responsibility for making that 

determination.  And as I say, it sort of back-doors 

some of the IRP issues but gives them a whole 

different significance, perhaps a greater significant 

when they had -- when they were only for the purposes 

of guidance in long-term planning. 

  Now, there's another Clean Energy Act issue 

that I'd also like to flag that in my submission is -- 

or pardon me, not a Clean Energy Act.  It relates to 

amendments to the Utilities Commission Act and that is 

Section 44.2, which makes it -- is provision for, of 
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course, the utility to apply not really for approval 

of a project but of a particular expenditure level 

associated with a project or group of projects. 

  So my interpretation is that all that the 

utility obtains when they obtain a 44.2 order is 

authorization to spend a particular amount of money.  

They don't really have authorization for the project 

per se, and in my submission they are accountable for 

any expenditures on a project which exceed what is 

authorized under 44.2.  There has to be some mechanism 

of sort of checking back, closing the loop on that, 

for the Commission to review past and outstanding 44.2 

approvals and determining whether or not the utility 

is able to justify any expenditures on a project which 

were not authorized under 44.2.  That is the problem, 

in my submission, with 44.2 for the utility's 

standpoint.  It puts the shareholder at risk for 

overspending on those projects.  Simple as that.   

Proceeding Time 10:58 a.m. T24 

  So in my submission there needs to be at 

some point in this process a review of that issue and 

determination whether or not there is -- or there is 

excessive spending, or another scenario is the 

potential that there are projects for which 44.2 

approval has been refused, but the utility has 

proceeded in any event.  And there, there must be an 
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accounting for the prudency of unauthorized 

expenditures in that scenario.   

  Now regarding item 2, which is the scope of 

review of capital projects, in my submission the key 

point in all of this is that there must be an 

opportunity for the Commission and for interveners for 

a prospective prudency review of potentially 

contentious capital projects.  That, in my submission, 

that's the guiding principle.  And any mechanism that 

satisfactorily does that and balances that against 

turning every application into something where we just 

go into permanent session for the next hundred years 

to look at every paper clip, is what we need to find.  

And I heard my friend Mr. Christian's submissions that 

sounded sensible to me, in terms of the mechanism 

that's evolved, and I've also been involved in all of 

that. 

  I was given a little teaser of -- I'll make 

a little -- sort of give a foretelling of what you may 

be hearing this morning, but Mr. Austin tells me that 

he's got some secret proposal to address that issue.  

So I'll listen with interest to see whether he has 

come with an even better mechanism to resolve that 

issue.  But I submit that's really what this is about, 

any sensible way to make sure that the utility doesn't 

proceed and do things which are contentious, and be 
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subjected only to after-the-fact prudency review when 

the onus is all on the Commission or on interveners to 

show that an investment is imprudent.  So, that's the 

only comment I'll have on that. 

  On the past directives of BCTC, in my 

submission that's unlikely to be a very large item.  

Just looking quickly through those, most of them are 

sort of process matters in terms of the justification 

of capital projects.  In my submission, they're not 

likely to involve a great deal of time and if there is 

general consensus they could be dealt with 

expeditiously in this -- folded in this process.  In 

my submission, there is no particular reason not to.   

  And finally, on the intention to file 

evidence, we're not in a position to indicate that and 

won't be, frankly, till after we have the responses to 

the second round of Information Requests.  Because I 

think like other interveners we'll attempt to obtain 

as much evidence that we require on the record through 

the discovery process.  To the extent there is still 

holes where we think we need to file our own evidence, 

then we would look at that option.   

  That points to a bit of a problem with the 

proposed regulatory schedule, but that's in the other 

half of this morning's comments.  So I'll leave that 

for later. 
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  Subject to any questions, those are my 

comments at this time.   

THE CHAIRPERSON:   Thank you, Mr. Quail.  Next we have 

Clean Energy Association of British Columbia.  Mr. 

Austin, now that the expectations were raised by Mr. 

Quail.  

SUBMISSIONS BY MR. AUSTIN: 

MR. AUSTIN:   If I had any particular plan, I certainly 

wouldn't share it with Mr. Quail.   

  With respect to point number one, 

identification of significant issues, all the other 

interveners before the Clean Energy Association have 

set out a large number of issues, and we have nothing 

to add other than that Clean Energy Association 

appreciates that its concerns about -- not necessarily 

its concerns, but concerns about PowerSmart and 

deferral accounts have now become mainstream.  That 

hasn't always been the case in the past.   

  With respect to item number two, the scope 

of the review of capital projects, I think the 

Commission has to take a step back from what its line 

of thinking currently is.  This is something we've 

raised in the past, but it didn't get a lot of 

attention.  Essentially, it's this.  What really needs 

to be put in place, or emphasized, or thoroughly 

trawled through, is B.C. Hydro's system for rationing 
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capital.  Any large company has a limited amount of 

capital to spend on capital projects.  So, how does 

B.C. Hydro go about doing this?  And that's where the 

emphasis has to be.  What sort of criteria are there?  

What sort of financial models are used?  What sort of 

consistency is there across the organization with 

respect to capital expenditures? 

Proceeding Time 11:03 a.m. T25 

  There hasn't been a lot of attention on 

this in the past.  Because in large part the Clean 

Energy Association sees no useful purpose in the 

Commission, or anyone else, looking at individual 

capital expenditures below the current B.C. Hydro 

threshold levels.  What has to happen is, the system 

for evaluation has to be thoroughly looked at, and 

then a project or projects, in a sense, audited 

against the central system of evaluation, to see 

whether there is the consistency of application. 

  If B.C. Hydro or anyone else in this room 

tries to go through all the expenditures that B.C. 

Hydro has on a case-by-case basis, we're not going to 

get anywhere.  It's a project with no end result 

achieved -- that can be achieved.  And if you want to 

just say an example of that, look at the CPCN 

applications that B.C. Hydro has listed in amended 

Appendix U on page 6.  So you have John Hart, 
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Cheakamus, G. M. Shrum, Lajoie, W. A. C. Bennett, 

Dawson, and G. M. Shrum again.   

  Now, when you look at those projects, some 

of those projects are capital expenditures with 

respect to operations.  And some of those projects are 

capital expenditures with respect to expansion.  And 

it is very important to note that B.C. Hydro is going 

to have to go into an expansion mode with respect to 

its electrical system as the industrial demand in this 

province ramps up for electricity.  There is a lot of 

people in this room who don't like that idea, but it's 

going to have to happen.  But take that back to this 

concept of how do you allocate capital?  Well, if you 

look at that list, we have clearly what are operating 

capital expenditures, such as Lajoie seismic 

improvements.  Cheakamus units 1 and 2 generator 

replacement.  That one might be a little bit marginal 

because you might get some efficiency gains from that.  

But essentially those are operating capital 

expenditures.  Then if you look down the list, you 

look at Chetwynd area transmission project, in the 

Dawson Creek area.  That clearly is an expansion.  So, 

how do you go about deciding where your capital goes?  

Assuming in the first instance it's scarce, which it 

is.   

  So you have to work that out so that when 
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you evaluate these projects, you look at it as opposed 

-- in relation to your central criteria for 

evaluation, then you have to look at how those 

evaluation criteria are being applied as between 

projects.  And then you also have to look at how those 

projects are being evaluated as -- in terms of third-

party alternatives such as an independent power 

project or someone who wants to build a transmission 

line in the private sector.  But you have to put this 

matrix or framework in place.  And the same thing with 

the $2 million or less projects.  Are they operating, 

are they expansion?  What criteria do they -- what 

criteria were they eventually evaluated in relation 

to?  And are those criteria being applied amongst 

those projects?   

  But you're not going to be able to look at 

every project.  You'll have to do it on some sort of 

audit basis.  And in the context of the existing legal 

framework, there is nothing to prevent the Commission 

from pursuing the concept of the central framework in 

a revenue requirements application.  And there is 

nothing to prevent the Utilities Commission from 

taking a project or two and saying, "How is -- how did 

you go about deciding whether capital should be spent 

on this particular alternative or that particular 

alternative?"  And the Clean Energy Association's view 
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is, that's the way to proceed, as opposed to deciding, 

"I want to look at 20 projects under $2 million."   

  The level of detail required for this is 

quite large.  It's very -- it's a very detailed 

evaluation.  And even amongst the CPCN projects, the 

Clean Energy Association has noticed that when you get 

into the level of detail required as to why capital is 

being spent on a particular project, there is not a 

lot of interest.   

    Proceeding Time 11:07 a.m. T26 

  And that was really in evidence when BCTC 

was making its applications.  That if there were a lot 

of detailed questions asked about why money was being 

spent on this project in relation to a central 

evaluation set of criteria versus other projects, the 

interest of a lot of people falls off really rapidly.  

But it's absolutely critical that that be done because 

it's the devil is in the detail as about how things 

are being executed.   

  In terms of prudency reviews, the 

Association has no comment on that.  It's more 

concerned about drawing to the Commission's attention 

the fact that you have to start looking at this in an 

overall framework.  You are going to have to spend 

money on expansion.  You do have to spend money on the 

operations side.  So there's got to be some sort of 
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central way of looking at all of this and then 

auditing it.   

  Now, with respect to CPCN projects, they 

get to be of sufficient size that there may be other 

criteria other than just the central criteria or 

issues, but they are just as important.  There may be 

other alternatives to those and those have to be 

evaluated, but it's highly unlikely that at the $2 

million level there's going to be alternatives that 

can be proposed. 

  Moving on to the next topic in terms of 

past directives to BCTC, they should absolutely be 

considered in a context of the RRA.  

  In terms of the Clean Energy Association's 

intention to file evidence, it may be filing evidence 

but it's not sure at this point in time.  And those 

are the Clean Energy Association's submissions, 

subject to any questions. 

THE CHAIRPERSON:   Thank you, Mr. Austin.  And now Morgan 

Stanley Capital Group, Mr. Cassidy. 

SUBMISSIONS BY MR. CASSIDY: 

MR. CASSIDY:   Good morning, Madam Chair and Panel.  With 

regard to agenda item number 1, the identification of 

significant issues, Morgan Stanley will be intervening 

on the issue of the allocation of point-to-point 

transmission charges to Powerex, which for the Panel's 
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convenience is referenced at Chapter 8.15 of the 

Amended RRA.   

  With regard to agenda item number 2, Morgan 

Stanley has no submissions.  With regard to agenda 

item number 3, Morgan Stanley has no submissions.  And 

with regard to item number 4, the intention to file 

evidence by Morgan Stanley will be dependent on the 

outcome of IRs it intends to file in respect of the 

issue it intends to intervene on.   

  Subject to any questions from the Panel, 

those are the submissions.   

THE CHAIRPERSON:   Thank you, Mr. Cassidy.  Next we have 

Ms. Ilse Leis.   

SUBMISSIONS BY MS. LEIS: 

MS. LEIS:   Commissioners, I'm not as well prepared as 

everybody else, but it has been interesting listening 

to all the presentations because I concur with most of 

them.  My primary issue initially was that -- it was 

addressed by Mr. Christianson [sic], he was very 

concerned about some of the lack of intervener 

responses from B.C. Hydro, but that has been covered, 

so I'm satisfied that we will now get -- you know, and 

we will leave that for now. 

  I have a major issue with the deferral 

accounts.  I think they need to be addressed.  And for 

example, the deferral for the smart meters, I think 
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the deferral account will not be paid off before the 

smart meters will already have been put to rest; that 

is, they will no longer be viable.  The technology is 

changing very rapidly and it's inconceivable that 

those meters will last for 20 years.  That's not a 

professional opinion, but that's from what I kind of 

know.   

  My other concern is the capital projects.  

I think many comments have been made about that and I 

concur with those.  I think there must be some way 

found that capital projects -- I don't mean 

transmission or I mean fixing current infrastructure.  

I'm not concerned about that.  I am very concerned 

about some of the capital projects that have been 

initiated, and I'm wondering what problem B.C. Hydro 

has with when they initiate a project and evaluate the 

project's -- efficacy of the project, its benefits and 

so on and costs, is there a system built in that can 

respond, or be flexible?  Is there system flexibility? 

Proceeding Time 11:13 a.m. T27 

  In other words, if we have a project that 

is not absolutely essential, that could be delayed or 

not implemented, and the economy changes dramatically, 

as it did in 2008, the 2000 SmartMeter project, as far 

as I can tell, was officially initiated in 2006, 

perhaps prior to that.  But I think by 2008 when there 
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was an incredible downturn in not only in our economy 

but also in the world economy, and again in 2010, 

flexibility in -- would have -- deemed, in my opinion, 

to say, hey, we don't need this at this point in time, 

we already have -- I don't know whether it's 8 billion 

or 11 billion dollars in deferral account debts.  We 

could just -- this, we can put this on hold.  And I 

would like to get an answer why this flexibility was 

not exercised. 

  And I am aware of the Clean Energy Act.  

I've actually read portions of it.  But I think that 

there must have been some communication, and I think I 

have that -- I have passed out some correspondence 

that I've had with the government, but it's 

inconceivable that the government and B.C. Hydro at no 

time communicate and so, you know, since B.C. 

government is the shareholder, I think it's up to -- 

would have been up to B.C. Hydro to point out prudency 

of going ahead with the SmartMeters.   

  And the other I have is -- an issue I have 

is the DSM cost.  And I'm not -- grant you, I've read 

a good portion of that section, and I'm -- I don't 

have any particular questions at this point in time, 

but I am -- I have some concerns about those costs.   

  And the other issue that I have is -- let 

me see.  Oh.  I read the financial report, B.C. 
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Hydro's financial report of 2010, that's year ended in 

2011, March, 2011, I think.  And I notice in the 

financial statement, the financial statements, that 

Powerex net income for 2011 is 71.5 million. 

  Now, the Powerex executive makes the 

highest -- let's see, that's the CEO or president, 

makes the highest amount of money and executive pay 

according to this report, of -- I think it's $400,000 

a year.  And it seems to me that -- and I don't -- I'm 

not concerned about whether he makes four or five 

hundred or whatever money he does, but it seems to me 

that the Powerex executive team, if they're only 

producing -- I mean, 71 -- I think it's 71.5 million, 

or even if it's 80 million, or it's $100 million, 

doesn't seem to warrant such a large component of the 

corporation.  I mean, considering how much money we're 

spending the SmartMeters, it's a billion dollars, 

what's a hundred million dollars?  So, that's a 

concern of mine, I think, the Powerex portion of the 

corporation ought to be reviewed.   

  That's my -- that's all the issues I have.  

As far as filing evidence, I don't know.  Just like 

the other interveners.  Thank you so much.   

THE CHAIRPERSON:   Thank you, Ms. Leis.  Then we have last 

intervener, Vanport Sterilizers Inc.  Mr. Tennant.   

SUBMISSIONS BY MR. TENNANT: 
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MR. TENNANT:   Thank you.  Good morning, Panel.  I think 

that the pump storage issue at Jordan River is 

certainly a significant issue for this proceeding, and 

I'd certainly want to have it brought to that 

attention that there is 2,000 megawatts of pump 

storage that we're talking about here.   

  Pump storage just in general has an 

extremely important relation to demand-side 

management, and I would like to have that brought up, 

and I will bring that up, and I'd also like to bring 

up the issue of the role of merchant developers in 

this proceeding, in terms of if B.C. Hydro does want 

to take on such a project like this, then there may be 

room for merchant pump storage hydro.   

  And also the issue of the relation of pump 

storage to investments by the B.C. Transmission 

Corporation.  I think that's also very relevant, and 

that perhaps that should be considered.  And I hope to 

be able to file some evidence in that regard.   

  Those are my comments right now.  Thank 

you.   

THE CHAIRPERSON:   Thank you, Mr. Tennant. 

  Now, Mr. Fulton, can I count on you to 

handle the reverse process procedure?   

MR. FULTON:   Yes.  But before we get to the reverse 

order, Madam Chair, I have one request for 
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clarification that I would ask that Mr. Christian 

address when it comes time for his reply.  And that 

relates to his submissions on item 2 of Exhibit B-17.   

  And according to my notes, at least, twice 

during the course of his submissions on item 2 he said 

that if the Commission had recourse -- and "recourse" 

is my word -- to Section 45(5) of the Act, that that 

would delay this proceeding.  And the second time it 

was that that would inevitably delay the proceedings.   

    Proceeding Time 11:18 a.m. T28 

  My understanding is that the projects that 

are set out in Appendices I and J do not directly 

impact rates in the test period.  That being the case, 

if the Commission were to look at Appendix I and J and 

select projects for a Section 45(5) review, why would 

there be a need to complete that review prior to the 

completion of the present proceedings?  So if he could 

address that in the course of his reply.  Thank you.  

All right. 

  That then takes us to the reverse order on 

Round 1, and Mr. Tennant then would be up again if he 

had any comments that he wished to make. 

MR. TENNANT:   No additional comments, thank you. 

MR. FULTON:   Okay.  Ms. Leis? 

MS. LEIS:   I think I -- thank you. 

MR. FULTON:   Thank you, no comments from Ms. Leis.  Mr. 
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Cassidy?  No comments on behalf of Morgan Stanley.  

Mr. Austin?  No comments on behalf of Clean Energy 

Association.  Mr. Quail. 

REPLY BY MR. QUAIL: 

MR. QUAIL:   I feel compelled after my comments about Mr. 

Austin and capital. 

  Maybe framing that issue somewhat 

differently.  What has struck me for some time as 

being defective in the process for evaluating B.C. 

Hydro's capital projects is that the Commission is 

confronted with a series of applications that look at 

projects in silos.  Here's the project, stands on its 

own legs, and we show it's cost-effective, and here's 

the next silo.  I guess if they spend enough money our 

electricity will be free.   

  But the problem is there's a key question 

nobody's asking themselves, and that is, is this the 

best way to spend the next billion dollars?  There's 

no process to systematically evaluate and priorize 

capital projects in that sense.  Now, whether that is 

an IRP process, though, or whether it's something that 

belongs in the revenue requirement, I'm not sure I 

know the answer and I don't know we are going to 

wrestle with a question like that at this morning's 

procedural conference. 

  But my position remains that in terms of 
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the particular question framed by the Commission, that 

the way to proceed suggested by Mr. Christian and as 

elaborated a bit by other interveners is satisfactory, 

in my submission. 

THE CHAIRPERSON:   Thank you, Mr. Quail.  

MR. FULTON:   Energy Solutions for Vancouver Island 

Society.  No further comments from that intervener.  

B.C. Sustainable Energy Association and Sierra Club of 

British Columbia. 

MR. ANDREWS:   I have no comments. 

MR. FULTON:   British Columbia Old Age Pensioners' 

Organization et al.   

MS. WORTH:   No further comment. 

MR. FULTON:   No further comments from that intervener.  

TransCanada Energy Limited.   

MR. BEST:   No further comments. 

MR. FULTON:   No further comments from that intervener.  

Association of Major Power Customers of B.C., Mr. 

Wallace?  

REPLY BY MR. WALLACE:  

MR. WALLACE:   One brief comment and it also arises out of 

Mr. Austin's comments, and it's simply that B.C. Hydro 

used to have very clear criteria for ranking its 

projects between high priority, medium priority, low 

priority.  It seems to me that trying to get at how 

they're doing that how, how they're ranking capital 
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projects is a reasonable line of inquiry.  As I say, 

it's been done in the past and I don't think that 

requires any special process or order.  We should be 

able to do that as a matter of course in examining the 

planned capital additions, and to the extent Hydro 

allows it beyond capital expenditures it will be back 

before the Commission.  Thank you. 

THE CHAIRPERSON:   Thank you.   

MR. FULTON:   FortisBC Energy Utilities.  No further 

comments from FortisBC, Madam Chair.   

  That then takes us to the reply of B.C. 

Hydro to the submissions on Round 1. 

REPLY BY MR. CHRISTIAN: 

  Thank you, I've only got one supply 

submission.  That's in response to Mr. Fulton's 

question.  As I understand the question is, if the 

Commission were inclined to issue a Section 44(5) 

order with respect to one or more projects that are 

identified in Appendices I and J, why would there be 

need to have that process that arises from that order 

resolved in the revenue requirements proceeding?  And 

of course the answer is there isn't a need.  That was 

-- in fact the gist of the submissions was that when 

the Commission issues a 44(5) order requiring a 

utility to bring a CPCN application in respect of an 

extension, then what arises is, then the question that 
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arises is what's the convenient time and place to file 

that application? 

Proceeding Time 11:24 a.m. T29 

  And sometimes it has been convenient to 

file such applications as part of revenue requirements 

proceedings, and I gave the Commission an example from 

the F07-F08 RRA, and sometimes not. 

  So in the course of this proceeding, if 

over the course of an IR round or two it occurs to 

interveners or the Commission staff or the Commission 

itself that perhaps some project requires a CPCN 

application, then the opportunity would arise for 

people to say, "Well, when would that be an 

appropriate time?  Should it be a separate 

application?  Is there another proceeding that's 

coming up in the next eight months that could be 

bundled with it?"  The convenience factor in terms of 

when that application would be brought arises once 

people conclude that maybe there is an issue that 

should be addressed through that type of process.   

  I think that addresses the substantive 

question, although I see Mr. Fulton moving here.  

Before I hear him, I just want to say that I and J 

don't have only the capital plans that are coming into 

service outside of the test period.  I and J is an 

exhaustive list of B.C. Hydro's capital.  It includes 
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capital projects coming into service in the test 

period as well as capital projects that are coming 

into service after the test period.   

MR. FULTON:   Thanks for that clarification.   

MR. CHRISTIAN:   Mr. Fulton helpfully reminded me that I 

referred to 44(5).  It's actually 45(5), Section 45(5) 

of the Utilities Commission Act.  And my apologies for 

that error.   

  If there is no other questions, then I have 

no other reply submissions.   

THE CHAIRPERSON:   Thank you, Mr. Christian.  With that, 

we can move to the second round, and we are going to 

address the agenda items 5 and 6.  Process is the 

first one, the processes for review of the amended RRA 

and second one, the proposed regulatory timetable, 

which was attached as Appendix B to the Exhibit A-17. 

  Mr. Christian.   

SUBMISSIONS BY MR. CHRISTIAN: 

MR. CHRISTIAN:   All right, thank you.  So, I'm going to 

start again with a little bit of history.  Clause 3 of 

the F11 RRA negotiated settlement agreement provides 

that B.C. Hydro would not support a negotiated 

settlement process in the next revenue requirement 

proceeding if one or more of four different parties 

are opposed to a negotiated settlement process.  And 

those parties are the BCOAPO, the Commercial Energy 
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Consumers, AMPC, and BCSEA.  And so B.C. Hydro made 

that commitment as part of the negotiated settlement 

package for the F11 RRA, and it's of course bound to 

that commitment.  So, we expect we'll hear at least 

one or more of those parties saying that at this time, 

at least, they can't support an NSP and therefore 

Hydro wouldn't support an NSP either, at this time.   

  With respect to written, frankly, we just 

don't think that's plausible.  The Commission Panel 

has heard this morning that the broad scope of issues 

that are raised by this application, and the number of 

interveners who have an interest in potentially -- and 

in some cases more likely than not -- filing 

intervener evidence, we just don't think a written 

process is likely.  In B.C. Hydro's submission, the 

Commission should plan for and establish dates now 

that set up an oral hearing and, if things change, so 

that that doesn't become necessary, or issues can be 

hived off, that would be preferable.  But the prudent 

thing to do would be to plan for an oral hearing at 

this time.   

  The only possible exception that I can 

make, at least with respect to the NSP issue, is with 

respect to the demand-side management expenditures.  

So, B.C. Hydro doesn't feel that it was -- that its 

commitment made in the F11 RRA NSA bound itself to 
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that, and so B.C. Hydro feels that an NSA -- 

negotiated settlement process, with respect to the 

demand-side management expenditures would be okay.  It 

could conceive that that might be possible, whether or 

not any of those four parties I just identified 

opposed it. 

  B.C. Hydro is not endorsing a negotiated 

settlement process on demand-side management, it's 

just saying that's a possibility.  And it also wants 

to suggest that, to the extent a negotiated settlement 

process for any issue, whether it's demand-side 

management or not, is set up, that has potential to 

actually delay the proceeding.  So for example if a 

piece of time was carved out for a negotiated 

settlement process on DSM or anything else, and it was 

unsuccessful, you'd need to make sure that you had the 

schedule, the hearing schedule, allowed for the 

resolution of those issues in that oral hearing.   

  So, that's it with respect to process at a 

high level, unless there is any questions.   

  In my earlier submissions, I alluded, or 

mentioned the fact that the Commission's proposed 

regulatory timetable was, in B.C. Hydro's view, a 

little bit aggressive, in that it gets to an oral 

hearing in fairly short order.  And B.C. Hydro 

supports the idea of an expeditious resolution to this 
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process.  As, Madam Chair, you pointed out in your 

opening comments, it's been seven and a half months 

since the application was filed and we have yet to get 

an IR on this -- in this proceeding.  Time is -- a lot 

of time has already passed.  A quick resolution would 

be very good.   

    Proceeding Time 11:29 a.m. T30 

  However, at the same time, B.C. Hydro's 

concerned that an overly aggressive timetable can 

actually be counterproductive.  So when timelines are 

set that are very aggressive and they can't be met, 

and then everything gets delayed afterward, what 

happens is people become unavailable on the scheduled 

dates or the newly scheduled dates.  So for example, 

if a hearing date was set now for some time in April 

or May and then two or three months from now had to be 

moved, it's not necessarily certain that you get all 

the witnesses available that you need to have for that 

hearing date.  So an aggressive schedule, in my 

submission, can be counterproductive in terms of an 

expeditious resolution, and the preferable practice is 

to allow an appropriate amount of time for each step 

in the process to unfold.   

  In that regard B.C. Hydro has two concerns 

with the regulatory timetable, and the first one 

arises from the proposed amount of time B.C. Hydro 



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  247 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

would have to respond to intervener -- or sorry, 

information requests, the Round 2 information 

requests.  The proposed timetable has the second round 

IRs coming in on February 24th and a B.C. Hydro 

response three weeks later on March 16th, and B.C. 

Hydro thinks that's inadequate.  It typically gets in 

an RRA proceeding anywhere between 600 and 1,000 IRs.  

We heard today that the participants have a broad 

scope of issues here.  Nobody suggested that anything 

can come off the table.  We expect it's going to be 

very challenging, as it always is, to get the IRs done 

even in the normal four weeks allotted, and virtually 

almost certainly not going to be done in the three 

weeks.  So B.C. Hydro strongly suggests that 

abbreviated time period for second round IR responses 

be extended at least to four weeks. 

  The second thing B.C. Hydro notes for the 

regulatory timetable is that the IRs that B.C. Hydro 

would ask with respect to intervener evidence would be 

filed on March 23rd, and that seems -- sorry, that's 

not right.  Right, on March 23rd.  And that also seems 

fairly aggressive given that the IR responses are only 

due on March 16th.  We heard three people today suggest 

that they are more likely than not to file intervener 

evidence, and everybody else that I heard left open 

the possibility of filing intervener evidence.  And so 
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if we have three or four -- if we have three for sure 

and even four or five interveners filing evidence 

having that week to get intervener IRs together, we 

think is a little bit tight and again raises the 

possibility of actually further delay rather than 

expeditious resolution.   

  So those are my comments on the specific 

process issues set out in the regulatory timetable, if 

there's no further questions.   

COMMISSIONER RHODES:   Do you have your own strawman at 

all? 

MR. CHRISTIAN:   No, we didn't prepare one, although I 

expect we'll hear from the rest of the participants 

today, and I also expect we're unlikely to finish 

before 12:00.  And so if it would be convenient for 

the Commission Panel, then we could over the lunch 

break come back with a strawman, having heard what all 

the other participants have to say. 

THE CHAIRPERSON:   Well, let's see how we are doing here 

timewise.  That might be a practical proposal there. 

  So no further questions at this time, so 

we'll then move to the intervener submissions.  Thank 

you, Mr. Christian. 

  First we have FortisBC Energy Utilities, 

Ms. Hill. 

SUBMISSIONS BY MS. HILL: 
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MS. HILL:   My submission will be brief.  We have no 

positions on either question number 5 or number 6.  

Thank you. 

THE CHAIRPERSON:   Thank you.  Next AMPC, Mr. Wallace. 

SUBMISSIONS BY MR. WALLACE: 

MR. WALLACE:   Thank you.  With respect to process, AMPC's 

view is that this simply must be an oral proceeding.  

As you've heard this morning, the application has 

large short- and long-term temporal impacts, it has 

contentious issues, and it has broadly based impacts 

in that it affects everybody in the province.  

Frankly, if this is not dealt with by an oral hearing, 

it's hard to imagine what sort of hearing it would 

take to be dealt with orally.  Written hearings are 

normally used for non-contentious or focused issues.  

This is neither. 

  With respect to an NSP, we agree with Mr. 

Christian that it is unlikely that we will proceed to 

an NSP in this matter, given the issues.  That said, 

it may be worth putting in a two-week place holder in 

the schedule shortly prior to the hearing, for the 

possibility of an NSP.  Unfortunately these things are 

hard to schedule in later once everybody's blocked 

time and particularly for an oral hearing, and 

accordingly I would suggest a place holder might be 

useful. 
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  With respect to the timetable, agree with 

Mr. Christian that one has to be careful of not having 

a schedule that's too tight.  At the same time you 

don't want to build too much in.  There's one concern 

we have, and I think it's been alluded to by I believe 

it was Mr. Quail, that there appears to be an error in 

the schedule as it was put out.  Intervener evidence 

on this schedule is due Friday, March 9th, ahead of the 

responses by B.C. Hydro and Information Response 

number 2, due on March 16th. 

Proceeding Time 11:34 a.m. T31 

  That would be contrary to the traditional 

way of doing things, which makes sense.  We want to -- 

if we file intervener evidence, it should definitely 

be after all of Hydro's evidence is in and we would 

ask not just one week but two weeks to be able to 

assess that evidence.  As Mr. Christian points out, 

information responses are often numerous, lengthy, 

they have to be reviewed and the draft evidence at 

that point has to be updated.   

  And sympathetic to B.C. Hydro's issue with 

respect to trying to answer all the IRs they get in 

three weeks.  If they think they can do it in four, 

that seems a more reasonable number and less likely to 

force us all to shift our schedule later.  Thank you.   

THE CHAIRPERSON:   Thank you, Mr. Wallace.  TransCanada 
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Energy Limited, Mr. Best.   

SUBMISSIONS BY MR. BEST: 

MR. BEST:   With respect to the process of oral versus 

written, TransCanada has nothing to add to that.  And 

we echo the concerns raised by AMPC around the timing 

of the intervener evidence and B.C. Hydro's IR 

response number 2.  We think those would be better 

served, flipped around the other way, so that 

interveners had all the responses first before they 

submitted evidence.   

THE CHAIRPERSON:   Thank you.  CEC, Mr. Weafer.   

SUBMISSIONS BY MR. WEAFER: 

MR. WEAFER:   Thank you, Madam Chair.  The CEC also 

endorses an oral hearing as the process for review of 

this application for all of the reasons put forward by 

my friend, Mr. Wallace.  And lastly, we would add that 

B.C. Hydro has seen two significant reviews by a body 

other than the BCUC, being the government panel and 

the Auditor General.  And from a ratepayers' 

perspective, we would like to see the Commission 

directly involved in this process and review of B.C. 

Hydro, in terms of fulfilling its role.  So, we do 

support an oral hearing. 

  Mr. Wallace has suggested a component, a 

place-setter for NSP.  We're wrestling with what issue 

could be hived off from this proceeding for NSP, but 
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that said, don't reject the concept of a place-setter 

in the event that something does arise.  But we don't 

see that as likely.   

  With respect to the strawman proposed 

regulatory timetable, we look forward to Hydro 

providing an alternative, certainly in terms of the 

order of evidence versus second IR.  We may still be 

assessing the filing of evidence in response to that 

second round of IRs, so clearly the evidence of 

interveners should follow that second round.   

  With respect to Hydro's request for an 

extension, this is a very important proceeding.  It's 

a three-year time-frame, and we would rather have it 

right than fast.  So, if they require more time and we 

understand the volume of work they go to, we would 

endorse the schedule being spread out a bit to 

accommodate that.   

  Those are our submissions, thank you.   

THE CHAIRPERSON:   Thank you, Mr. Weafer.  British 

Columbia Old Age Pensioners' Organization.  Ms. Worth.   

SUBMISSIONS BY MS. WORTH: 

MS. WORTH:   Madam Chair, members of the Panel.  In 

regards to our views on the process, we are of the 

same mind as Mr. Wallace and Mr. Weafer.  As the 

participants in the NSP, we too are adding our voice 

to call for an oral hearing.  But we do recognizes the 
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practicality of Mr. Wallace's suggestion about the NSP 

placeholder in the schedule, and we are adding our 

voice to that as well.   

  Again, though, it's something that's rather 

difficult, like Mr. Weafer said, to envision at this 

point.  But as the record develops, we may be able to 

hive off certain issues into an NSP.   

  For the process, we were concerned about 

having the intervener evidence due before the second 

IR had been actually responded to.  And we would ask 

that that be done.  And then also we too have concerns 

about B.C. Hydro being able to provide the fulsome 

responses to the IRs that they have promised today in 

a relatively short period of time, especially given 

the normal volume of IRs that they receive in these 

types of processes. 

  We have any number of balls in the air that 

are in addition to the standard RRA issues.  We do 

have the reports from the government, from the Auditor 

General, and that, in my submission, is going to 

complicate things, and perhaps generate more interest 

in certain areas than might otherwise be the case in 

another revenue requirement.  And I think that that 

should be taken into account.  So I too will be 

waiting with interest what B.C. Hydro's suggestion is 

in regards to an amended initial timetable.   
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  Subject to any questions -- thank you.   

THE CHAIRPERSON:   Thank you.   

  BCSEA, Mr. Andrews? 

    Proceeding Time 11:40 a.m. T32 

SUBMISSIONS BY MR. ANDREWS: 

MR. ANDREWS:   BCSEA and SCBC support the notion of an 

oral hearing in terms of deferral account issues.  For 

example, they appear to be unsuitable for a negotiated 

settlement process.  Though I don't oppose the 

suggestion of setting aside two weeks for the 

possibility of a negotiated settlement process.  

Presumably the idea is that there might be some 

particular issues that could be resolved without going 

to an oral hearing.  

  In terms of the regulatory schedule, I 

agree with previous speakers that it would be very 

important to my clients to have B.C. Hydro's responses 

to the second round of IRs before filing our own 

evidence.  Among other things I would also add that 

not taking that approach causes a problem in terms of 

B.C. Hydro using its second round of IR responses to 

rebut material that was filed by interveners, and 

there is in the proposed proceeding a deadline for 

B.C. Hydro rebuttal evidence, and that I think is the 

better way to approach that because otherwise one ends 

up with the problem of interveners wanting to have an 
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opportunity to provide rebuttal evidence to B.C. 

Hydro's responses to the second round of IRs.  

  I agree with Mr. Wallace's suggestion that 

there be at least two weeks after B.C. Hydro's 

responses to IR 2 before intervener evidence is due.  

There's a lot of work to be done in analyzing B.C. 

Hydro's responses and the actual mechanics of filing 

the evidence are also quite time-consuming.  I don't 

object to B.C. Hydro's request for more time, four 

weeks at least for its response to the first round of 

IRs.   

  Lastly I'd like to put on the record that I 

have a commitment in the Court of Appeal on May 23rd, 

24 and 25.  I don't expect that to be taken into 

account as a factor but I should take this opportunity 

to say that I have that commitment. 

  I think those are my submissions on the 

schedule. 

THE CHAIRPERSON:   Thank you, Mr. Andrews.  Mr. Bertsch. 

SUBMISSIONS BY MR. BERTSCH: 

MR. BERTSCH:   Like many others we do support an oral 

hearing and a position for NSP if there are certain 

activities that fit in that role.   

  In regards to the timetable, like many 

others before me, B.C. Hydro four weeks for their work 

is satisfactory, and also I agree with others that the 



B.C. Hydro 2012- 2014 Revenue Requirement                           
December 6, 2011   Procedural Conference - Vol. 3                                                                                          Page:  256 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

evidence should come after the IRs.  The two weeks I 

think would be good.   

  I mentioned earlier that I was going to 

bring up PACA in response to the timetable, and I'd 

like to bring that up at this point. 

THE CHAIRPERSON:   Please proceed.   

MR. BERTSCH:   We brought up the issue of PACA funding in 

Document C16-2, and during our oral submission in the 

last procedural conference.  We note that at this time 

the PACA funding is before the first round of IRs as 

submitted in A-16, and this is what we believe to be 

an improvement only if we can get the responses to our 

PACA budgets before -- with ample time before 

submitting our IRs.  Right now the dates are December 

13th for the budgets and December 23rd for our 

submission of IRs, and what we are looking for is that 

we get the response to our budgets in time, plenty of 

time before submitting our IRs on December 23rd.  And 

with that we think that would be greatly improved.   

  Those are our comments.  Thank you. 

THE CHAIRPERSON:   Thank you, Mr. Bertsch.  Next we have 

COPE, Mr. Quail. 

    Proceeding Time 11:45 p.m. T33 

SUBMISSIONS BY MR. QUAIL: 

MR. QUAIL:   Yes, you're not going to hear anything too 

different me from what you've heard from others on 
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this. 

  In terms of the process for review, in my 

submission the key thing that has to emerge from this 

application is that the Commission has to come out of 

it with a strategy to deal with a forward curve for 

rates and for a handle on the amortization deferral 

accounts.  If those aren't achieved, then this process 

will have been a failure, in my submission, and an NSP 

is not under most circumstances the best way to deal 

with those kinds of issues. 

  I plead guilty to some extent, having been 

a participant in a negotiation we did a few years ago 

when the Commission instructed the participants not to 

touch the question of deferral accounts, and it really 

is impossible to negotiate rates, which is really what 

an NSP is fundamentally well suited for, without 

looking at the deferral accounts.  This is obviously a 

big piece of the story and we were all very bad and 

probably contributed to the problem we're in now in so 

doing.  But I think it illustrates the dynamic of an 

NSP is not -- it's not the best place to deal with 

that kind of long-term paying issue.  Everybody's 

happy to put off paying a little further even if that 

makes it worse, and I think that that'll be -- you 

know, I'll just sort of leave that as sort of a 

problem.   
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  It may be that -- there's one issue that 

hasn't really been addressed particularly except I 

think by Morgan Stanley, and that is the point-to-

point methodology.  I've just -- this isn't an issue 

of particular significance to the union, but it just 

occurs to me as something that might be hived off for 

a written proceeding if it's not something that has an 

enormous revenue requirement or rate impact and is 

something that could conceivably be hived off.  But I 

just throw that out as a suggestion.  It's not 

something that we have a particular stake in. 

  On the regulatory timetable I'd simply echo 

what other people have said.  In terms of the 

timelines for B.C. Hydro's responses, I would add that 

in the autumn layoffs from B.C. Hydro mandated by the 

review undertaken by the government, one of the 

departments that was hit with layoffs was the 

regulatory department.  And so everybody expects the 

maximum performance but at the same time expects 

resources to be drained away from the operation that 

provides those services.  And it simply underscores 

the point four weeks sounds ambitious to me, and if 

Hydro is able to do that in terms of response to that 

round of IRs, that's -- you know, good for them.  

Nothing is achieved by squeezing those timelines 

because what happens is they're simply not able to do 
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it, they apply for an extension of time, there really 

is no choice but to give them reasonable extensions.  

And there should be adequate time at the outset.   

  I agree that two weeks is a reasonable time 

between the response to IR 2 and intervener evidence, 

and other than that I really have no other comments, 

subject to any questions you may have. 

THE CHAIRPERSON:   Thank you, Mr. Quail.  Mr. Austin, 

Clean Energy Association of B.C. 

SUBMISSIONS BY MR. AUSTIN: 

MR. AUSTIN:   The Clean Energy Association's position is 

there should be an oral hearing for everything.  I 

don't think it would be appropriate in any 

circumstances to have a negotiated settlement process, 

especially in relation to demand-side management.  

That deal in a negotiated settlement process 

illustrates is the deficiencies in a negotiated 

settlement process, because four groups in a sense 

gave themselves a veto power over an oral hearing, and 

that should have never been the case. 

  With respect to the suggestions for 

modifying the timetable, the Association is in 

agreement with B.C. Hydro's request that it be given 

more time to answer the second round of information 

requests.  It agrees with the other interveners' 

positions with respect to having B.C. Hydro's 
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responses number 2 in hand before they file their 

evidence.  With respect to penciling any time in for a 

negotiated settlement process, the Clean Energy 

Association sees no value in that whatsoever.   

  And those are the Association's 

submissions. 

THE CHAIRPERSON:   Thank you, Mr. Austin.  Morgan Stanley 

Capital Group, Mr. Cassidy. 

Proceeding Time 11:34 a.m. T34 

SUBMISSIONS BY MR. CASSIDY: 

MR. CASSIDY:   Thank you, Madam Chair.  With regard to the 

issue of an oral hearing, Morgan Stanley would support 

Mr. Wallace's position.  Also we would support his 

position with regard to an NSP placeholder.   

  With regard to Mr. Quail's suggestion about 

hiving off the point-to-point issue for a written 

process, Morgan Stanley respectfully requests the 

opportunity to wait for the IR process to run its 

course before it provides its position on that.  The 

IR responses will be crucial to Morgan Stanley's views 

on that issue.   

  With regard to the reversal or change to 

the IR 2 responses and the intervener evidence, we 

would support Mr. Wallace's position in that regard, 

and with regard to Hydro's request for further time to 

respond to the IRs, we would also support that 
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position.   

  Subject to any questions, those are Morgan 

Stanley's positions.   

THE CHAIRPERSON:   Thank you, Mr. Cassidy.  Ms. Leis? 

SUBMISSIONS BY MS. LEIS: 

MS. LEIS:   Well, I would also like to see the intervener 

receive the B.C. Hydro responses prior to the second 

round of intervener requests.  Or intervener -- yeah, 

requests, I guess.  

  And also I support the motion for an oral 

hearing.  And I support the four-week, or whatever 

time they need to respond.  Thank you.   

THE CHAIRPERSON:   Thank you.  And last, Mr. Tennant.   

SUBMISSIONS BY MR. TENNANT: 

MR. TENNANT:   Vanport has no objections to an oral 

hearing and supports B.C. Hydro's changes to the 

timetable.  Thank you.   

THE CHAIRPERSON:   Thank you, Mr. Tennant.   

MR. FULTON:   Madam Chair, that takes us to the reverse 

order, but there seemed to me to be a fair amount of 

unanimity in terms of the interveners' submissions in 

support of B.C. Hydro, and the only issue that was 

raised that wasn't directly on the point of the 

timetable was Mr. Bertsch's submission on PACA 

funding. 

  So rather than scroll through the list in 
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reverse, I'll ask the interveners here if anyone 

wishes to make submissions in response to any of the 

other interveners?   

  None do, Madam Chair, so I will turn the 

mike over to Mr. Christian.  But I would say before I 

gave him the mike that staff also has been listening 

to what the interveners have been suggesting and what 

B.C. Hydro has suggested.  They've put together 

another draft of a timetable which I think, rather 

than break until 1:30, it would be of some benefit, 

subject to what Mr. Christian's submissions are, for 

us to stand down following his submissions, for me to 

discuss this new timetable with B.C. Hydro and the 

interveners, and see if we can arrive at some 

consensus on that new timetable to bring back to the 

Commission -- well, shortly after noon.   

THE CHAIRPERSON:   Thank you, Mr. Fulton.   

MR. FULTON:   Thank you.   

THE CHAIRPERSON:   Mr. Christian?   

MR. CHRISTIAN:   Thank you.  We have no reply submissions.  

Mr. Fulton's proposal on how we proceed seems 

sensible, and we support that.   

THE CHAIRPERSON:   Thank you.  Yes.   

MR. CHRISTIAN:   I would have thought probably 20 minutes 

is required to deal with the number of people we have 

to look at it, and get everybody to understand what 
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the proposal is.   

THE CHAIRPERSON:   That sounds like, yes, for the second 

round part is remarkably agreeable.  So, I'm pleased 

to hear that.  So, 20 minutes?  And we'll return.   

MR. FULTON:   Thank you, Madam Chair.   

THE CHAIRPERSON:   Thank you.   

 (PROCEEDINGS ADJOURNED AT 11:54 A.M.) 

 (PROCEEDINGS RESUMED AT 12:13 P.M.)    T36 

THE CHAIRPERSON:   Please be seated. 

  Mr. Fulton.   

MR. FULTON:   Madam Chair, thank you for allowing us time 

to discuss the issue of revisions to the regulatory 

timetable with B.C. Hydro and the interveners.  We 

have arrived at a proposed timetable for the items 

that were covered by the proposed regulatory timetable 

in Exhibit A-17, and so subject to the Commission's 

approval, I'm going to propose the following timetable 

which has been agreed to by all the participants here 

today. 

  So the first date then will be Tuesday, 

February 28, and that will be the date for the filing 

of Commission and intervener IR No. 2.   

  The second date is Tuesday, March the 27th, 

and that will be the date for B.C. Hydro filing its 

responses to IR No. 2.   

  The third date will be Tuesday, April the 
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10th, and that will be the date for the filing of 

intervener evidence.   

  The next date is Tuesday, April the 24th, 

and that will be the date for the filing of IRs on the 

intervener evidence.   

  The next date will be Tuesday, May the 8th, 

and that will be the date for interveners to respond 

to the IRs on intervener evidence. 

  The next date will be Tuesday, April the 

15th, and that will be the date for the filing of B.C. 

Hydro -- May the 15th, I'm sorry, thank you.  May the 

15th for the filing of B.C. Hydro rebuttal evidence, if 

any.   

  The next date will be Friday, May the 18th, 

and that will be the date of the fourth procedural 

conference, if any.   

  The next date or series of dates are 

Monday, May the 28th to Friday, June the 1st, and that 

will be the tentative date for any negotiated 

settlement process.   

  And finally the dates for the oral hearing 

will be a June the 18th commencement date, and it 

appears that three weeks will likely be needed, so 

that will include the week of June the 25th and also 

the week of July -- yes, the week of July the 6th.  So 

we will resume on the 7th of July then. 
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COMMISSIONER RHODES:   That's a Saturday. 

MR. FULTON:   Sorry, I'll defer to the Hearing Officer in 

terms of what the first work Monday is in July.  All 

right, so we'll start on July the 2nd for the third 

week.   

  That's the proposal that the participants 

are putting forward to the Commission Panel for the 

regulatory timetable for this proceeding, commencing 

February the 28th.  The dates in the earlier 

timetables, and the earlier timetable prior to that 

are still in play.  

THE CHAIRPERSON:   Thank you, Mr. Fulton, and does this 

now then mean that since this is the agreement that we 

don't seek any further submissions today?  Everybody 

agrees to this proposal? 

MR. FULTON:   Yes, that's correct, Madam Chair. 

THE CHAIRPERSON:   Thank you.   With that then, since the 

parties have been so remarkably agreeable, the 

Commission Panel is pleased to confirm that we shall 

proceed with an oral hearing, and in accordance this 

regulatory timetable that has been proposed.  And we 

shall issue then the written process order shortly. 

  With regard to Mr. Bertsch, your concern 

regarding the PACA, your PACA application, you are 

seeking earlier -- timely response from the Staff 

comfort letter, the way we call them.  And of course 
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we have not been able to discuss your request with the 

staff, but the Panel urges you to submit your 

application then as quickly as possible.  I think that 

will improve your chances then to get your response in 

a timely fashion.  And I know the staff will do their 

best in any event to accommodate your concern there.   

Proceeding Time 12:19 p.m. T37 

  So, with that, then, I think it sounds like 

one of the principles we heard also loud and clear was 

that this time we'd rather get it right than go fast.  

So, with that, on that kind of a note, we are 

concluding.   

  Thank you very much.   

 (PROCEEDINGS ADJOURNED AT 12:20 P.M.) 

 


