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75.0 Reference: Exhibit B-2, Response to BCUC IR 1.2.3.1; 1.71.0
DSM Expenditures for F2005 

2.75.0 The responses explain that the discrepancy in DSM Expenditures is
because one figure is a year-end forecast whereas the other is a
planned expenditure.

Please provide the actual F2005 DSM expenditures as well as the
actual net incremental electricity savings for energy efficiency and LD
programs. 

 
 
RESPONSE:

The following table presents actual F2005 DSM capital expenditures and net
incremental electricity savings at customer meter for the Energy Efficiency, Load
Displacement and Total DSM portfolios. 

DSM Capital Expenditures
($ m)

Net Incremental Electricity Savings 
at Customer Meter* 

(GWh)

Energy Efficiency 50.6 363

Load Displacement 20.5 155

Total DSM 71.1 518

 
*  At April 14, 2005
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76.0 Reference: Exhibit B-2, Response to BCUC IR. 1. 2.4.3

2.76.0 BC Hydro’s response states that $3.4 million of the increase in DSM
expenditures between the 2004 REAP and the 2005 REAP is due to
increases in the residential sector and non-load displacement
elements of the industrial sector that are partially offset by decreases
in the commercial sector and portfolio level costs.

Please describe material changes in the programs and costs in these
various sectors and cost categories that result in the $3.4 million
increase.

 
 
RESPONSE:

There were no material changes to programs. There were changes to expected
participation levels and timing of program launches that resulted in changes to
planned expenditures for F2006. 

The $3.4M increase in F2006 is attributable to the net impact of the initiatives
listed below.

In the Industrial sector, the Industrial Power Smart Partners Program is expected
to have higher levels of participation and energy savings in F2006 than originally
planned resulting in an increase of $13.6M in F2006 planned expenditures. The
planned energy savings and expenditures associated with new construction were
split out of the Industrial Power Smart Partners Program and are now identified as
the High Performance Buildings initiative. In F2006, the planned expenditures are
$0.5M. After factoring in minor adjustments to the remaining initiatives, the net
result is a $13.8M increase in F2006 planned expenditures in the Industrial Sector.

In the Commercial sector, the Commercial Power Smart Partners Program,
Schools, Universities, Colleges & Hospitals (SUCH), and High Performance
Buildings are all expected to have lower levels of participation and energy savings
in F2006 than originally planned, resulting in a decrease of $10.7M in F2006
planned expenditures. The Lighting Redesign Program is expected to have higher
levels of participation and energy savings in F2006 than originally planned
resulting in an increase of $1.9M in F2006 planned expenditures. After factoring in
minor increases or decreases to the remaining initiatives, the net result is a $9.6M
decrease in F2006 planned expenditures in the Commercial Sector.

In the Residential sector, the Refrigerator Buy-Back Program launch was delayed
in F2004 resulting in activity and planned expenditures of $1.0M carrying over into
F2006. After factoring in minor increases or decreases to the remaining initiatives,
the net result is a $1.2M increase in F2006 planned expenditures in the Residential
sector.
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Indirect costs are expected to be $2.0M lower in F2006 than originally planned as a
result of a reclassification of costs from DSM Deferred Capital to Customer Care
OMA. 

These adjustments result in a net increase of $3.4M in F2006 planned
expenditures.
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77.0 Reference: Exhibit B-2, Response to BCUC IR 1.2.4.4, pp.1, 2

The table in the response shows that the net incremental electricity savings for
F2005 and F2006 are 147 GWh and 371 GWh respectively, and the
expenditures for the same period are $18.2 m and $47.6 m respectively.

2.77.1 Whereas the electricity savings can be cross-referenced to Table 4-8 in
the 2005 REAP, the expenditures cannot be found in that table.  Please
provide the x-reference for the expenditures.

 
 
RESPONSE:

The cross-reference for the expenditures for F2005 and F2006 Load Displacement
is the 2005 REAP, Appendix C, Table 1 (Sub-Total - BC Hydro Program Costs) on
page 5.
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77.0 Reference: Exhibit B-2, Response to BCUC IR 1.2.4.4, pp.1, 2

The table in the response shows that the net incremental electricity savings for
F2005 and F2006 are 147 GWh and 371 GWh respectively, and the
expenditures for the same period are $18.2 m and $47.6 m respectively.

2.77.2 Given that the actual DSM capital expenditures in F2005 were only 73
percent of planned expenditures, please comment if this variance would
have any bearing on the forecasts for F2006 and F2007. If so, by how
much? If not, why not.

 
 
RESPONSE:

The F2005 variance should not have a significant bearing on the planned
expenditures for F2006 and F2007. The F2005 variance is based on delays in
program activities and the ability to realize energy savings at lower than planned
incentive levels. Most program activities are now underway. While it is difficult to
predict incentive levels required for each project, it is expected that many of the
lower cost project opportunities have now been realized thus leaving remaining
projects at the planned level.
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77.0 Reference: Exhibit B-2, Response to BCUC IR 1.2.4.4, pp.1, 2

The table in the response shows that the net incremental electricity savings for
F2005 and F2006 are 147 GWh and 371 GWh respectively, and the
expenditures for the same period are $18.2 m and $47.6 m respectively.

2.77.3 Please provide a breakdown for the expenditures that constitute “sector
enabling activities”, and describe the over or under expenditures
against the F2005 budget for elements in that breakdown.

 
 
RESPONSE:

Sector enabling activities support DSM programs with information and capacity
building. They are described in RRA, Volume 2, Appendix N, pages 20-21 and 43-
44.

The F2005 budget for these activities was developed on the basis of the planned
expenditures in RRA, Volume 2, Appendix I, Table 4.3. The following table shows
planned expenditures on these activities from the RRA, actuals and variances
($000). The sector enabling expenditures planned in the 2005 REAP for F2006 and
F2007 have been reduced from the planned expenditures in the RRA.

RRA Actual Variance
Industrial and Commercial/Government Sectors

Power Smart Alliance 500 375 -125
e.Catalog 330 190 -140
Information Gateway 70 0 -70
Energy Managers 225 0 -225
Legislative, Regulatory and Standards 240 4 -236
Technology Centre 200 0 -200
Other 391 414 23
Sub-total 1,956 983 -973

Residential Sector
Retail Initiative 566 0 -566
Home Energy Profile 150 117 -33
Other 0 47 47
Sub-total 716 164 -552

Total 2,672 1,147 -1,525

The individual variances are described below.  
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Industrial and Commercial/Government Sectors

Power Smart Alliance was underspent due to lower than planned advertising
costs and fewer than planned workshops and orientations. 

e.Catalog was underspent due to delays in software upgrades and postponement
of related advertising. 

Expenditures on Information Gateway and Energy Managers were charged to the
Power Smart Partners program because they support that program only.

Expected work on Legislative, Regulatory and Standards matters did not occur.

The Technology Centre was not implemented.  

Residential Sector

No expenditures occurred on the Retail Initiative in F2005 because the combined
retail promotional activities under other residential Power Smart programs
saturated the majority of target retail stores with Power Smart promotion items, so
this initiative was not necessary.

Expenditures were below plan on the Home Energy Profile because delays in
changes to the online tool meant that planned promotion activities did not occur
during the fiscal year. 
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78.0 Reference: Exhibit B-2, Response to BCUC IR 1.69.0; IR 1.2.5; IR 1.74.2

The response states that BC Hydro decided that the concern addressed by the
IRR test was being adequately addressed by a by a broader competitive process
and a RIM test as a price cap.  Therefore the two-year simple payback criterion
has been maintained.

2.78.1 If the IRR had remained in place and the simple payback criterion had
not been revived, how many load displacement programs and how
much of their associated GWh for F2006 and F2007 in the 2005 REAP
would not have passed the screening tests?

 
 
RESPONSE:

All of the load displacement projects would still have passed. As described in the
response to BCUC IR 1.69.0, using the RIM test as a screening criterion was felt to
be more effective than the IRR test for load displacement projects. The IRR
calculation requires customer information on non-energy benefits, taxation
treatment, capital thresholds, and future estimates of fuel and electricity rates and
structures, some of which can be subjective. As a result, the IRR test has been
dropped for future project assessments, and the two-year simple payback criteria
retained.

The savings for F2006, representing the Canfor project at 371 net GWh, passed
the previous IRR screening criterion, and was reviewed in the 2004 RRA. No
change would have resulted in screening this project under the proposed Large
Project Incentive review process.

The savings for F2007 include one small load displacement project of 6 net GWh,
which passes the IRR criterion. This project was included in the 2004 Revenue
Requirements. The balance of F2007 savings is dependent upon future project
selections under upcoming competitive call processes.
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78.0 Reference: Exhibit B-2, Response to BCUC IR 1.69.0; IR 1.2.5; IR 1.74.2

The response states that BC Hydro decided that the concern addressed by the
IRR test was being adequately addressed by a by a broader competitive process
and a RIM test as a price cap.  Therefore the two-year simple payback criterion
has been maintained.

2.78.2 The response to IR 1.2.5 states that there is an increase of $10.8
million in the LD program between the 2004 RRA and the 2005 REAP.
Please confirm that in both instances, the simple payback criterion
rather than the IRR cap was used as the screening test.

 
 
RESPONSE:

Load displacement projects, which have yet to be committed for F2007, will need
to pass the RIM screening test and the simple payback criteria.
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78.0 Reference: Exhibit B-2, Response to BCUC IR 1.69.0; IR 1.2.5; IR 1.74.2

The response states that BC Hydro decided that the concern addressed by the
IRR test was being adequately addressed by a by a broader competitive process
and a RIM test as a price cap.  Therefore the two-year simple payback criterion
has been maintained.

2.78.3 BC Hydro’s response to BCUC Information Request No. 1, question 2.5
states that an increase of 19.1 million in planned DSM capital
expenditures in F2007 between the 2004 RRA and the 2005 REAP is
the result of an increase of $27.1 million in the industrial sector and
offsetting decreases of $5.5 million, $0.3 million, and $2.1 million in the
commercial and residential sectors and portfolio-level costs,
respectively.  It further states that changes in sector totals are due to
new information on program performance and electricity savings
potential.  

Please summarize the new information on program performance and
electricity savings potential, the resulting changes on the PowerSmart
Partners, Load Displacement and commercial sector programs, and the
impact of those changes on planned sector costs.

 
 
RESPONSE:

The new information on program performance and electricity savings potential
comes from discussions with customers, BC Hydro key account managers and
trade allies (e.g., retailers, manufacturers, distributors, developers, consultants,
and contractors) as well as monitoring the level of program activity and reviewing
market response (e.g., customer participation, trade ally support, etc.) in past
fiscal years.

The following changes in the Industrial sector resulted in a $27.1M increase in
F2007 from the previous plan:

The F2007 energy savings expected for Industrial PS Partners in the 2004 RRA
were increased in the 2005 REAP after discussions with customers, key account
managers and trade allies indicated a shift in the timing of expected energy
savings and costs. In F2007 this results in a $15.9M increase.  

The energy savings and costs associated with new construction were split out of
the Industrial Power Smart Partners Program and are now identified as the
Industrial High Performance Buildings initiative. In F2007, the planned
expenditures are $0.9M.


	DSM Capital Expenditures
	bcuc_2_077_03.pdf
	Industrial and Commercial/Government Sectors
	Residential Sector


