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Executive summary
Background
The SAP Inquiry was initiated by the British Columbia Utilities Commission (BCUC) as the result of a complaint
received on December 10, 2015. The complaint alleged the following:
1. The British Columbia Hydro and Power Authority (BC Hydro) intentionally misled the BCUC and the
public with respect to BC Hydro’s Information Technology and Telecommunications (IT&T) Five Year Plan
and in particular the decision to move to an SAP-based IT architecture. As a result, the BCUC and
ratepayers (and potentially BC Hydro’s Board of Directors) were misled as to the risks and costs
associated with $400 million in proposed spending.
2. BC Hydro committed an offence by violating section 106(1)(c) of the Utilities Commission Act (UCA) and
BC Hydro management violated section 106(1)(d) of the UCA in the 2009–2010 BC Hydro Revenue
Requirements Application (RRA) hearing and since.
3. BC Hydro hid elements of the IT&T Five Year Plan from the BCUC by breaking up programs and projects
in the plan into smaller projects under the financial threshold where they would not trigger a BCUC
review. 1
Following a review of the complaint, and further submissions by the complainant and BC Hydro, the BCUC
initiated two proceedings, the SAP Inquiry and the Review of the Regulatory Oversight of Capital Expenditures
and Projects. The scope of the SAP Inquiry was proposed by the BCUC in Order G-62-16 and subsequently
confirmed by Order G-81-16 as:
Item 1: What are the total capital and operating expenditures incurred by BC Hydro as at the end of F2016
on the SAP platform, SAP modules and other supporting capital enhancements to support the platform
adoption?
Item 2: What are BC Hydro’s approval and oversight controls and processes related to the authorization and
governance of information technology capital expenditures and projects? Were these controls and
processes appropriately designed and operating effectively with respect to management’s review and
oversight of SAP-related expenditures?
Item 3: Have the goals outlined in BC Hydro’s IT&T Five-Year Plan related to SAP initiatives been achieved?
Item 4: What is BC Hydro’s planned capital spending on the adoption of the SAP platform and independent
SAP projects on a go-forward basis?
Item 5: Were all SAP-related disclosures to the BCUC appropriate, reasonable and in accordance with the
UCA?

Panel findings
The following section provides the Panel’s findings with regard to each of the five scope items.
In the Panel’s findings, we refer to the SAP Decision. The scope of the SAP Inquiry is focussed on the SAP
Decision, which the Panel defines as the approval of the SAP Strategy by BC Hydro’s Executive Team on May 12,
2008. BC Hydro’s choice of a single Enterprise Resource Planning (ERP) system and of SAP as the default ERP
1
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solution is referred to in this Report as the SAP Strategy. The SAP Inquiry does not consider the merits of the SAP
Strategy, whether it be the decision to choose a single ERP, or to choose SAP as that single ERP.

Scope Item No. 1
What are the total capital and operating expenditures incurred by BC Hydro as at the end of F2016 on the SAP
platform, SAP modules and other supporting capital enhancements to support the platform adoption?
The Panel finds the total SAP-related capital and operating expenditures incurred by BC Hydro
between May 2008 (i.e. the time of the adoption of the SAP Strategy) and the end of F2016
were $197,042,000.

Scope Item No. 2
What are BC Hydro’s approval and oversight controls and processes related to the authorization and governance
of information technology capital expenditures and projects? Were these controls and processes appropriately
designed and operating effectively with respect to management’s review and oversight of SAP-related
expenditures?
Through BC Hydro’s Consolidated Information Filing and responses to a number of information requests (IRs), BC
Hydro provided extensive detail on the range of controls and processes related to the authorization and
governance of information technology capital expenditures and projects in place over the course of the relevant
time periods pertaining to this proceeding (Controls).
In considering whether the Controls were appropriately designed and operating effectively, the Panel has
evaluated the Controls over SAP in the broader context of BC Hydro’s management and Board of Director
oversight and decision making and IT&T project governance, as well as the narrower context of financial
expenditure authorizations.
Additionally, in the process of addressing Scope Item No. 2, the Panel identified a number of related issues and
questions. The Panel’s findings on these related issues and questions, in addition to our findings on the overarching questions posed by Scope Item No. 2, are provided as follows:
Was BC Hydro’s SAP Decision a financial decision?
The Panel finds the SAP Decision was a financial decision and BC Hydro should have developed
an Expenditure Authorization Request (EAR) and an accompanying business case to properly
support the SAP Decision.
Did the SAP Decision avoid scrutiny?
The Panel finds the expenditures related to SAP escaped the proper degree of scrutiny as a
result of the manner in which their approvals were sought.
Specifically the Panel finds:
•

The way the SAP Decision was made prevented its appropriate scrutiny by BC Hydro’s
Board of Directors and the BCUC.

•

BC Hydro’s CEO and CFO and its ARMC members did not exhibit good business
judgement when reviewing and approving the SAP Decision without an expenditure
approval or business case.
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•

The manner in which the Plan Schedule Work (PSW) project was approved and
subsequently transferred in part to the Transformation Initiative prevented its
appropriate scrutiny by the BC Hydro Board of Directors and by the BCUC. Further,
appropriate scrutiny and approvals for the PSW project were absent at the required
levels below the Board.

•

More than $20 million worth of work was required to implement SAP Financials, and BC
Hydro did not seek the appropriate approvals from the BCUC for the expenditure of that
total amount.

•

BC Hydro should have combined the Enterprise Program Common Infrastructure Project
and SAP Financials for approval purposes, and by separating them BC Hydro did not seek
the appropriate approvals for the total amount.

•

The cost of the SAP licences associated with the SAP Financials project should have been
approved as part of the expenditure approval for SAP Financials.

•

BC Hydro did not properly follow its expenditure authorization procedures with regards
to enhancement projects related to the SAP Financials implementation.

Was the appropriate level of detail and rigour applied to the approvals for SAP initiatives?
The Panel finds:
•

The BC Hydro Executive Team made the decision to choose a single ERP over the “best
of breed” approach based on inadequate analysis.

•

The BC Hydro Executive Team selected SAP as its single ERP software vendor based on
inadequate analysis.

•

The SAP Strategy was put forward without any meaningful attempt to quantify the value
of the SAP investment being proposed, and the Executive Team made the SAP Decision
on the basis of inadequate financial analysis.

•

The SAP Financials business case failed to meaningfully assess alternative solutions.

•

The business case for the SAP Financials module implementation was deficient in not
attempting to quantify the benefits associated with the implementation.

Were BC Hydro’s Controls appropriate for IT&T project delivery governance?
The Panel finds:
•

BC Hydro’s Controls for IT&T project delivery governance that were in place in 2008
were appropriate.

•

BC Hydro should ensure its benefits realization process for IT&T projects includes an
analysis of the quantified benefits and costs of each project, and that proper
accountability for the realization of benefits is assigned.

Did BC Hydro’s Controls ensure that management responded appropriately to governance complaints/issues?
The Panel finds that BC Hydro’s Complaint Process was not operating effectively when the 2010
Review was conducted. As a result, poor standards of evidence disclosure to the BCUC during
the 2008 regulatory process, which BC Hydro has since acknowledged, were not brought to light
and addressed in a timely manner.
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Scope Item No. 3
Have the goals outlined in BC Hydro’s IT&T Five-Year Plan related to SAP initiatives been achieved?
The Panel finds:
•

Goals 2 (“Simplified Integrated Applications with SAP as the Core”), 3 (“Business
Satisfaction”), 6 (“Clear Information Architecture and ‘Single Source of Truth’ with High
Quality”) and 7 (“Lower Cost of IT&T”) of the IT&T Plan are partially or wholly related to
the SAP initiatives.

•

The “Simplified Integrated Applications” goal has been partially, although not
completely achieved.

•

The Panel cannot conclude that BC Hydro has made any progress towards the “Business
Satisfaction” goal as a result of implementing SAP.

•

The “Clear Information Architecture” goal has been partially, although not completely
achieved.

•

The Panel is unable to draw conclusions with regard to whether progress has been made
towards lowering IT&T costs.

Scope Item No. 4
What is BC Hydro’s planned capital spending on the adoption of the SAP platform and independent SAP projects
on a go-forward basis?
The Panel finds based on the evidence put forth by BC Hydro in the SAP Inquiry that the planned
capital expenditures on the adoption of the SAP Platform and on SAP projects between F2017
and F2026 are approximately $191 million.

Scope Item No. 5
Were all SAP-related disclosures to the BCUC appropriate, reasonable and in accordance with the UCA?
The Panel finds:
•

The testimony provided by the Chief Information Officer (CIO) during the F2009–F2010
RRA Oral Hearing regarding the IT&T Plan, was incomplete and potentially misleading.
This is contrary to what is required under section 43(1)(a) of the UCA.

•

BC Hydro did not properly disclose a potential increase of $32–$38 million in the IT&T
Capital Plan, as approved by the BC Hydro Executive Team and noted in an IT&T Update
on Strategy Development provided to the ARMC in May 2008.

•

BC Hydro management failed to provide the requested information in Undertaking No.
62, thereby missing an opportunity to provide the disclosure to the BCUC that it was
required to provide.

•

While BC Hydro did provide a point-in-time update to the BCUC In June 2009, this does
not constitute a full disclosure of the circumstances related to the approval of the
switch from PeopleSoft to SAP.

•

The Chief Regulatory Officer’s (CRO) position, that she would not have wanted the CIO’s
testimony and evidence corrected or supplemented, is based on an incorrect analysis
and/or understanding of the issues.
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•

There was a culture of reticence to inform the BCUC when there was doubt about
something, even among individuals that understood or should have understood the role
of the BCUC.

•

In 2008 the management of BC Hydro were not adequately trained in the role of the
BCUC in regulation of BC Hydro.

Overall, the Panel finds that because of a lack of training, which gave rise to a culture of
reticence to disclose, there was confusion about what disclosures were required and even what
had been approved. The Panel however finds no evidence to support a finding that the BCUC
was intentionally misled.

Panel recommendations
The SAP Inquiry Report makes a number of recommendations to BC Hydro, which are provided below.
The Panel is mindful that some of our recommendations may be superseded by events, such as the
implementation of changes to BC Hydro’s internal processes and practices. Further, we recognize that these
issues exist on a continuum of practices: we do not mean to imply in any of our recommendations that we
believe that BC Hydro is otherwise consistently operating at odds with these recommendations. Rather, they are
offered to suggest areas where we believe there is potentially room for improvement.
1. Recommendations regarding BC Hydro’s relationship with the BCUC
(a) BC Hydro should foster and adhere to a corporate culture whereby working with the BCUC is a necessary
and important element in achieving the best possible decisions.
(b) BC Hydro should approach decisions regarding information disclosure to the BCUC from a perspective
that is informed by “if in doubt, provide the information.”
(c) BC Hydro should consider the CEC’s suggested Capital Plan Requirement Application review process as
part of the BC Hydro Review of the Regulatory Oversight of Capital Expenditures and Projects
proceeding currently underway with the BCUC.
2. Recommendation regarding the role of Regulatory Affairs
BC Hydro should actively and consistently keep Regulatory Affairs informed of actions/decisions that may
have regulatory implications.
3. Recommendation regarding the role of Legal Affairs
BC Hydro should avoid taking the narrowest possible “legal defense” view of its regulatory relationship with
the BCUC.
4. Recommendations regarding BC Hydro’s decision-making/approvals framework
(a) Strategic decisions:
BC Hydro should operate under the expectation that many if not all strategic decisions have a financial
impact, and that all decisions with financial implications must be disclosed/reviewed/approved in
accordance with the regulatory requirements in place at the time of the decision.
(b) Clear delineation of approvals required:
BC Hydro should adhere to a clear approval/decision-making framework that, at a minimum:
•

ensures that related projects are aggregated according to BC Hydro’s existing financial policies
and procedures, that they are aggregated to the highest reasonable level, and that strategies
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with financial implications have all their costs aggregated into a program for review and
approval;
•

ensures that both aggregated programs and their component projects are appropriately
reviewed and approved; and

•

precludes breaking apart a project into component parts that fall below review threshold levels.

BC Hydro should ensure that its 2018 Capital Filing Guidelines, currently the subject of another
proceeding with the BCUC, clearly meet or exceed the expectations set out above.
(c) Documentation and communication:
BC Hydro should ensure that its approvals/decision framework:
•

provides clarity on the distinction between formal approvals/decisions and information
briefings;

•

ensures complete and accurate documentation of all formal approvals/decisions;

•

communicates the approvals/decisions to all parties that need to know; and

•

ensures a shared and common understanding of the specific nature (including limitations and
follow-up obligations) of each approval granted.

5. Recommendations on BC Hydro’s EAR /Business Case framework
(a) Analysis of alternatives:
BC Hydro should ensure that EAR and/or Business Case submissions contain a thorough and meaningful
evaluation of alternatives when considering different courses of action.
(b) Analysis of benefits:
BC Hydro should ensure that project approval requests (whether embedded in an EAR and/or Business
Case) include a clear articulation of expected benefits, with observable outcomes and specified time
frames.
(c) Tracking of results achieved:
BC Hydro should ensure that benefits derived from projects are tracked and reported, and are also
assessed to evaluate the extent to which expected outcomes were achieved and the contributing factors
thereto.
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1.0
1.1

Introduction
Dix Complaint

On December 10, 2015, the British Columbia Utilities Commission (BCUC) received a letter dated December 8,
2015 from Adrian Dix (Dix), which made a number of statements and allegations against British Columbia Hydro
and Power Authority (BC Hydro) pertaining to its conversion to SAP as its information technology (IT) platform
(Dix Complaint).
The Dix Complaint contained the following three over-arching allegations:
1. BC Hydro intentionally misled the BCUC and the public with respect to BC Hydro’s Information
Technology and Telecommunications (IT&T) Five Year Plan and in particular the decision to move to an
SAP-based IT architecture. As a result, the BCUC and ratepayers (and potentially BC Hydro’s Board of
Directors) were misled as to the risks and costs associated with $400 million in proposed spending.
2. BC Hydro committed an offence by violating section 106(1)(c) of the Utilities Commission Act (UCA) and
BC Hydro management violated section 106(1)(d) of the UCA in the 2009–2010 BC Hydro Revenue
Requirements Application (RRA) hearing and since.
3. BC Hydro hid elements of the IT&T Five Year Plan from the BCUC by breaking up programs and projects
in the plan into smaller projects under the financial threshold where they would not trigger a BCUC
review. 2
On January 8, 2016, in response to a request by the BCUC, BC Hydro responded to the Dix Complaint. BC Hydro
characterized Dix’s allegations as “untrue” but acknowledged that it “could and should have performed better in
the fall of 2008 during the 2009/10 RRA.” In order to address the “shortcomings” that emerged upon review of
the disclosures made to the BCUC at the October 2008 Oral Hearing for the Fiscal (F) 2009–2010 RRA, BC Hydro
stated that it had “initiated an internal review guided by the standards of BC Hydro’s Code of Conduct to
attempt to gain further insight into the judgements that led to the testimony itself, the inadequate response to
Undertaking 62, and the failure to identify any other opportunity to correct any misapprehensions created by
the testimony.” BC Hydro further proposed to enter into discussions with the BCUC regarding improvements to
the practice for the review and oversight of IT&T capital projects for BC Hydro to adopt in the future. 3
On February 4, 2016, Dix responded to BC Hydro’s January 8, 2016 submission, stating that having reviewed
BC Hydro’s letter and appendices in light of the complaint, the following conclusions are clear:
•

BC Hydro did intentionally mislead the BCUC with respect to the adoption of SAP Financials and the SAP
Program as a whole;

•

BC Hydro withheld its May 2008 plan to nearly double its annual IT&T Capital Budget in order to fund
the SAP Program;

•

BC Hydro staff did routinely break up projects to avoid both BC Hydro Board of Director and BCUC
scrutiny; and

•

BC Hydro’s actions had significant and ongoing issues for ratepayers. 4

2
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On March 9, 2016, BCUC staff issued a series of questions to BC Hydro seeking information concerning, among
other things, the SAP-related projects undertaken, the status of the projects, and the total expenditures
incurred. 5 BC Hydro responded to staff’s questions on April 8, 2016. 6
In accordance with section 83 of the UCA, if a complaint is made to the BCUC, the BCUC has powers to
determine whether a hearing or inquiry is to be held, and generally whether any action on its part is or is not to
be taken.
In consideration of Dix’s allegations, BC Hydro’s response, and the information gathered by BCUC staff, the BCUC
directed the following by Order G-58-16, dated April 28, 2016:
1. A proceeding is established to review the regulatory oversight of BC Hydro’s capital expenditures and
projects.
2. An Inquiry is established to review BC Hydro’s expenditures related to the adoption of the SAP platform
(SAP Inquiry).
The proceeding established to review the regulatory oversight of BC Hydro’s capital expenditures and projects is
currently underway through a separate hearing process. The SAP Inquiry is the topic of this report (SAP Inquiry
Report, Report).

1.2

SAP Inquiry process

On May 9, 2016, pursuant to Order G-62-16, the BCUC established a preliminary regulatory timetable that
included intervener registration and a procedural conference to discuss the SAP Inquiry’s process, timing and
scope based on the BCUC’s proposed scope attached as Appendix B to the order. In Appendix B, the BCUC stated
that the purpose of an inquiry is a fact-finding exercise and that the BCUC may make recommendations on
matters within the BCUC’s mandate prescribed by the UCA.
As outlined in Appendix B of Order G-62-16, the proposed scope of the SAP Inquiry included the following
questions:
Item 1: What are the total capital and operating expenditures incurred by BC Hydro as at the end of F2016 on
the SAP platform, SAP modules and other supporting capital enhancements to support the platform adoption?
Item 2: What are BC Hydro’s approval and oversight controls and processes related to the authorization and
governance of information technology capital expenditures and projects? Were these controls and processes
appropriately designed and operating effectively with respect to management’s review and oversight of SAPrelated expenditures?
Item 3: Have the goals outlined in BC Hydro’s IT&T Five-Year Plan related to SAP initiatives been achieved?
Item 4: What is BC Hydro’s planned capital spending on the adoption of the SAP platform and independent SAP
projects on a go-forward basis?
Item 5: Were all SAP-related disclosures to the BCUC appropriate, reasonable and in accordance with the UCA?

5
6
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The following interveners registered in the SAP Inquiry:
•
•
•
•
•
•

The British Columbia Old Age Pensioners’ Organization et al. (BCOAPO)
The Commercial Energy Consumers Association of BC (CEC)
Adrian Dix (Dix)
Movement of United Professionals (MoveUP)
James Laurence Group Inc.
Ilse Leis (Leis)

Subsequent to the procedural conference held on June 1, 2016, the BCUC issued Order G-81-16 which
established a regulatory timetable and directed that the scope of the SAP Inquiry remain consistent with the
proposed scope in Appendix B of Order G-62-16. The regulatory timetable included BC Hydro’s filing of
consolidated information, one round of BCUC and intervener information requests (IRs), submissions on further
process, and a second procedural conference, which was subsequently held on October 28, 2016.
Based on the submissions made at the October 28, 2016 procedural conference, the BCUC issued Order
G-168-16 and accompanying reasons for decision. The BCUC directed BC Hydro to provide witness statements
from the following current employees: Enn Kiudorf, Chris O’Riley and Cheryl Yaremko. These witness statements
were directed to address scope items 2 and 5 and were specifically directed to address the following questions: 7
•

Who at BC Hydro approved the SAP strategy?

•

Why did BC Hydro not update the F2009-F2010 RRA information regarding the choice of PeopleSoft
versus SAP? Which individuals were involved in that decision process?

•

With regard to [the former Chief Information Officer’s (CIO) alleged failure to disclose BC Hydro’s
decision to adopt SAP, what were the reasons or considerations leading to this failure? Who reviewed
and/or approved the CIO’s proposed response to Undertaking No. 62? What did those who reviewed
and/or approved the proposed response tell the CIO and how did the CIO respond to these comments
on the proposed response?

•

What factors went into the consideration to characterize SAP as a series of projects? Was there any
discussion or consideration given to characterizing SAP as a series of projects to avoid certain dollar
thresholds and/or BCUC oversight? Please explain in detail.

•

Why was the “Plan and schedule work project,” determined to cost $33.6 million, broken up into smaller
projects?

•

Was there a conscious and deliberate decision not to publish the IT&T Five-Year Plan? If so, what were
the reasons for this decision and which individuals were involved in that decision process?

BC Hydro was also directed in Order G-168-16 to identify other members of the Executive Team and the BC
Hydro Board Audit Committee during the period from February 2008 through 2009 who might provide
additional relevant information, and to the extent that they are current employees, provide witness statements.
Further, BC Hydro was requested to attempt to gather witness statements from a number of former employees.
On January 26, 2017, BC Hydro provided witness statements from six current employees.

7
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By Order G-26-17 dated February 28, 2017, the BCUC established a regulatory timetable which provided for one
round of IRs on the witness statements with further process to be determined subsequent to BC Hydro’s
responses to the witness statement IRs.

Code of conduct complaint
On March 20, 2017, the BCUC received a letter from the law firm Hamilton Howell Bain & Gould informing the
BCUC that on April 1, 2010, its client filed a code of conduct complaint (2010 Complaint) with BC Hydro’s Code of
Conduct Advisor, and that this complaint has relevance to the issues under consideration in the SAP Inquiry.
Upon consideration of the submissions received from Dix and BC Hydro on whether the 2010 Complaint should
be filed as evidence in the SAP Inquiry, the BCUC issued Order G-86-17 directing BC Hydro to file, among other
things, the 2010 Complaint. The BCUC also established a regulatory timetable that included a deadline for BC
Hydro’s filing of the requested documents and one round of BCUC and intervener IRs on the documents. The
regulatory timetable was subsequently extended by Order G-92-17.
On June 28, 2017, BC Hydro submitted a confidential filing to the BCUC. The confidential filing included the 2010
Complaint, approximately 100 documents related to the resolution of the 2010 Complaint, and documents
related to a review of the 2010 Complaint which was undertaken by BC Hydro in 2016 (together, the Code of
Conduct Filing). 8 In a separate, non-confidential cover letter to the Code of Conduct Filing, BC Hydro requested
confidential treatment of all the information contained in the Code of Conduct Filing. 9
By letter dated July 11, 2017, the BCUC suspended the regulatory timetable established by Order G-92-17 and
stated that it would come forth with a proposal for what information in the Code of Conduct Filing should be
redacted and that BC Hydro and interveners’ counsel who had signed the BCUC’s Confidentiality Declaration and
Undertaking Form would have the opportunity to comment on the BCUC’s proposals.
On July 26, 2017, the BCUC stated that no information should be kept confidential without a fully substantiated
justification of the need for confidentiality. Specifically, the BCUC proposed that redactions be limited to the
following information:
•

Personal contact information, including personal email addresses and phone numbers, but not
individuals’ names;

•

Personal details of individuals’ families’ private lives;

•

Commercially sensitive or proprietary information, such as financial or other contract information which
is not publicly available; and

•

Information which may pose a security risk for BC Hydro. 10

On July 31, 2017, counsel for Dix filed a letter informing the BCUC that Dix will not be making any further
submissions in the SAP Inquiry due to his appointment as Minister of Health in the BC Provincial Government on
July 18, 2017.
On September 6, 2017 and September 8, 2017, the CEC and BCOAPO, respectively, filed submissions supporting
the BCUC’s proposal for redactions.
On September 13, 2017, BC Hydro filed a confidential 11 and a redacted 12 submission with the BCUC providing BC
Hydro’s proposed redactions to the Code of Conduct Filing. In its cover letter, BC Hydro described the types of
8
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information that it has redacted and submitted that the redacted information must not be disclosed pursuant to
obligations under the Freedom of Information and Protection of Privacy Act (FOIPPA) in order to protect
personal information.
Upon review of BC Hydro’s proposed redactions, submissions from BCOAPO and the CEC on BC Hydro’s
proposed redactions, and BC Hydro’s reply to BCOAPO and the CEC’s submissions, the BCUC issued Order G-17017 and accompanying reasons for decision on November 24, 2017. The BCUC temporarily approved BC Hydro’s
proposal for redactions to the Code of Conduct Filing and established a regulatory timetable seeking
submissions from BC Hydro and interveners on the proposed process outlined in the reasons for decision.
In its reasons for decision attached to Order G-170-17, the BCUC stated that it seeks to exercise the utmost care
in finding the appropriate balance between the privacy rights typically afforded to individuals under the FOIPPA
and the transparency of the SAP Inquiry. The BCUC further stated that it is clear that both the 2010 Complaint
and the resolution of the complaint, including the investigation conducted by BC Hydro in 2016, have direct
relevance and bearing on the scope of the SAP Inquiry, particularly scope item no. 5, and that there is a
reasonable possibility that at least some of the material that BC Hydro argues should be redacted will be
important evidence in support of the final conclusions reached by the Panel and therefore may need to be
disclosed to the public. Therefore, the Panel made the following determinations:
BC Hydro’s proposal for redactions to the Code of Conduct Filing is accepted for the time being
as the version of the document posted on the public record;
If, in the course of the Panel’s deliberations, we find that information contained in the
confidential Code of Conduct Filing should be made public to ensure clarity and transparency
regarding the Panel’s final determinations, we will pursue releasing the information publicly,
including adhering to the Notice to Third parties provision in section 23 of the FOIPPA. 13
By Order G-181-17 dated December 11, 2017, the BCUC established the remainder of the regulatory timetable
which included one round of BCUC and intervener IRs on the Code of Conduct Filing, BC Hydro and intervener
written final arguments, and BC Hydro’s Reply Argument.
On January 10, 2018, the CEC submitted confidential IRs to BC Hydro on the Code of Conduct Filing, and BC
Hydro responded on January 17, 2018.
BC Hydro filed its written Final Argument on January 31, 2018. Only two interveners filed final arguments: Ilse
Leis on February 16, 2018 (with an addendum filed on February 18, 2018), and the CEC on February 19, 2018.
The CEC filed both a public Final Argument and a confidential Final Argument.
On February 28, 2018, BC Hydro submitted a letter to the BCUC stating that with the exception of a portion of
one sentence, it does not view the CEC’s confidential Final Argument as containing any information that the
BCUC ordered to be kept confidential; therefore, BC Hydro believes that subject to a limited redaction of the
one sentence, the CEC’s confidential Final Argument can and should be placed on the public record. The CEC
subsequently filed a redacted version of its confidential Final Argument.
BC Hydro subsequently filed its Reply Argument on March 5, 2018.

11
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1.3

Contents of the SAP Inquiry Report

In Section 2.0 of the Report, the Panel describes its approach to treating the confidential Code of Conduct Filing,
including the rationale for un-redacting certain confidentially filed information, and the Panel’s jurisdiction to do
so under the UCA and the FOIPPA. Section 3.0 provides background on BC Hydro’s adoption of the SAP Strategy
and the key milestones leading up to and subsequent to BC Hydro’s adoption of the SAP Strategy. In Sections 4.0
through 8.0 of the Report, the Panel outlines the evidence and arguments relevant to each scope item and
makes a number of findings. Based on these findings, in Section 9.0, the Panel makes overall recommendations
regarding BC Hydro’s oversight and reporting of IT&T capital expenditures, particularly with regard to SAP.

2.0

Treatment of confidential information within the Code of Conduct Filing

As noted in the previous section, BC Hydro confidentially filed the Code of Conduct Filing. 14 This section
describes how the Panel treats the confidential evidence contained in the Code of Conduct Filing, and the
justification for that treatment.
When BC Hydro first submitted the Code of Conduct Filing, it made two claims for why the BCUC should treat
the entire material confidentially: (i) the evidence contained personal information, the disclosure of which was
not permitted by the FOIPPA; and (ii) the integrity of the BC Hydro code of conduct complaint process
(Complaint Process) might be compromised by disclosure of the material. 15 BC Hydro did not identify which
parts of the evidence it wished to be held confidentially for each of these two reasons.
The Panel considers that BC Hydro’s two reasons for maintaining the confidentiality of the Code of Conduct
Filing are related, inasmuch as inappropriate disclosures of some information, such as the identities of a
complainant or witnesses, might make employees lose trust in the Complaint Process. However, the two reasons
are quite distinct in other ways, most obviously since the FOIPPA legislation applies only to public bodies’
disclosure of personal information, not their disclosure of non-personal information which might threaten the
integrity of the Complaint Process.
Thus, the Panel has considered the two aspects of BC Hydro’s request for confidentiality separately. We first
consider the request to keep personal information confidential and then consider how disclosures might affect
the integrity of the Complaint Process.

2.1

Disclosure of Personal Information

Schedule 2 of the FOIPPA lists both the BCUC and BC Hydro as a Public Body to which the FOIPPA applies. 16 The
purposes of the FOIPPA include making “public bodies more accountable to the public and to protect personal
privacy.” 17 These two purposes are frequently in conflict, a fact recognized throughout this legislation.

2.1.1 Protection of privacy
Another stated purpose of the FOIPPA is “preventing the unauthorized collection, use or disclosure of personal
information by public bodies.” 18 Specifically, the FOIPPA states:
An employee, officer or director of a public body or an employee or associate of a service
provider who has access, whether authorized or unauthorized, to personal information in the
14
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custody or control of a public body, must not disclose that information except as authorized
under this Act. 19 [emphasis added]
The FOIPPA defines personal information (Personal Information) as:
recorded information about an identifiable individual other than contact information 20
and contact information (Contact Information) as:
information to enable an individual at a place of business to be contacted and includes the
name, position name or title, business telephone number, business address, business email or
business fax number of the individual 21
Having reviewed the evidence contained in the confidential Code of Conduct Filing, 22 the Panel finds that the
Code of Conduct Filing contains Personal Information, and that this Personal Information is in the custody and
control of the BCUC.
BC Hydro submitted a version of the Code of Conduct Filing with redactions which BC Hydro proposes to avoid
inappropriate or unlawful disclosure of the Personal Information contained therein. As per the BCUC’s Rules of
Practice and Procedure, 23 the onus is on BC Hydro to establish why its proposed redactions are justified, and
hence why the redacted information should remain confidential.
BC Hydro argues that disclosure of the redacted Code of Conduct Filing would be an unreasonable invasion of
certain individuals’ personal privacy, referring to Part 2, sections 22(1) and 22(3) of the FOIPPA.24 However, the
Panel disagrees with BC Hydro’s implied applicability of these sections of the FOIPPA.
Part 2 of the FOIPPA sets out how a Public Body handles a freedom of information (FOI) request made by an
applicant. Of particular relevance, section 22 of Part 2 sets out how a Public Body should balance the rights of
the applicant with other considerations when deciding what Personal Information should be disclosed to the
applicant, and whether such disclosures would be harmful to third parties’ personal privacy. The circumstances
the Public Body must consider will inevitably be different depending on who the applicant is, and who the third
parties are. Hence, the considerations in Part 2, section 22 of the FOIPPA depend crucially on having an
applicant. Other sections in Part 2, including the process by which a FOI application is made and exceptions
whereby Public Bodies may refuse to disclose information, also presume that an application has been made for
the disclosure of information.
No application has been made to the BCUC for the disclosure of the Code of Conduct Filing. Therefore, there is
no applicant for the disclosure of any Personal Information contained therein. Therefore, the Panel finds that in
the absence of an application for the disclosure of the Code of Conduct Filing, there is no legal obligation for
the BCUC to apply Part 2 of the FOIPPA in the SAP Inquiry.

2.1.2 Authorization to disclose Personal Information
Notwithstanding the lack of applicability of Part 2 of the FOIPPA to the SAP Inquiry, Public Bodies such as the
BCUC do have rights and indeed obligations under other sections of the FOIPPA to disclose Personal
Information.
19

FOIPPA, Part 3, section 30.4.
FOIPPA, Schedule 1.
21
Ibid.
22
Exhibit B-17-1.
23
BCUC Order G-1-16, Attachment, Section 18.02.
24
Exhibit B-21, p. 4.
20

SAP Inquiry Report

7

Part 3, section 33 of the FOIPPA states:
A public body may disclose personal information in its custody or under its control only as
permitted under section 33.1, 33.2 or 33.3 25
And section 33.1(1) states:
A public body may disclose personal information referred to in section 33 inside or outside
Canada as follows: …
(c) in accordance with an enactment of British Columbia, other than this Act, or Canada that
authorizes or requires its disclosure 26
The BCUC is governed by the UCA and is empowered by section 83 to conduct inquiries. The SAP Inquiry, then, is
a legitimate activity under an enactment of British Columbia, as required by section 33.1(1)(c).
Further, UCA section 2.1 states that various sections of the Administrative Tribunals Act (ATA) also apply to the
BCUC. One of the applicable sections of the ATA enables the BCUC to “control its own processes” and to “make
rules respecting practice and procedure.” 27 Using these powers under the ATA, the BCUC issued its Rules of
Practice and Procedure pursuant to Order G-1-16.
The BCUC Rules of Practice and Procedure state the following:
Subject to the following, and to other related statutory provisions and exceptions or exclusions
by law, including the Freedom of Information and Protection of Privacy Act, the Utilities
Commission Act and the Administrative Tribunals Act, information filed by parties in a matter
before the Commission will be placed on the evidentiary record and may be made publicly
available. 28 [emphasis added]
Thus, the Rules of Practice and Procedure authorize the BCUC to make information filed by parties publicly
available in matters legitimately before the BCUC, such as the SAP Inquiry, and these Rules of Practice and
Procedure are enabled by enactments of British Columbia (the UCA and the ATA). For these reasons, the Panel
finds that the BCUC is authorized under section 33.1(1)(c) of the FOIPPA to publicly disclose Personal
Information in pursuit of the SAP Inquiry.

2.1.3 Basis for the disclosure of Personal Information
BC Hydro notes: “Individuals have rights to protection of their personal information and these rights should not
be taken lightly.” 29 The Panel concurs. However, the Panel also notes that the FOIPPA exists not merely to
protect individuals’ Personal Information, but also “to make public bodies more accountable to the public,” 30
and BC Hydro is a Public Body.
The Panel is aware of the tensions present in the conflicting goals of the FOIPPA. As the Panel said in its interim
decision on BC Hydro’s proposed redactions:

25
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At the heart of the matter, the Panel seeks to exercise utmost care in finding the appropriate
balance between the privacy rights typically afforded to individuals under the FOIPPA on the
one hand, and transparency of these proceedings on the other. 31
The Panel has found that the BCUC is authorized to disclose Personal Information filed by parties in the SAP
Inquiry. However, the BCUC is not obliged to make such disclosures under its Rules of Practice and Procedure, it
is merely permitted. It is a matter for the Panel, working within the Rules of Practice and Procedure, to
determine what parts of the Code of Conduct Filing (whether or not Personal Information) shall be publicly
disclosed.
The Rules of Practice and Procedure with regard to applications for confidentiality of evidentiary filings are as
follows:
In determining whether the nature of the information or documents require a confidentiality
direction, the Commission will have regard to matters that it considers relevant, including:
(a) whether the disclosure of the information could reasonably be expected to result in:
(i) undue material financial loss or gain to a person, or
(ii) significant harm or prejudice to that person’s competitive or negotiating position, or
(iii) harm to individual or public safety or to the environment;
(b) whether the information is personal, financial, commercial, scientific, labour relations or
technical information that is confidential and consistently treated as confidential by the person;
(c) whether the person’s interest in confidentiality outweighs the public interest in the disclosure of
the information or documents in the hearing;
(d) whether the person submitting the document has any legal obligation to maintain
confidentiality; and
(e) whether it is practicable to hold the hearing in a manner that is open to the public. 32
The Panel, therefore, has the discretion to determine the “matters that it considers relevant” when deciding
what evidence to keep confidential, and what evidence to disclose. With regards to the criteria provided above,
paragraphs (c) and (d) are relevant in this case, since the Panel is balancing the public interest in subjecting the
activities of BC Hydro to public scrutiny with the legal obligations both BC Hydro and the BCUC have under the
FOIPPA to protect Personal Information.
The Panel views that Personal Information should only be disclosed if the disclosure is required to pursue the
SAP Inquiry, and thus hold BC Hydro to public account. The question before the Panel is: which disclosures of
Personal Information constitute a reasonable invasion of privacy in the pursuit of the SAP Inquiry?
While disagreeing with BC Hydro that there is a legal requirement to apply Part 2 of the FOIPPA in the SAP
Inquiry, the Panel does consider that some of the tests set out in section 22 of Part 2 of the FOIPPA can provide
useful guidance when considering whether disclosures of Personal Information are reasonable or unreasonable
in this instance.
The FOIPPA states that “all the relevant circumstances” must be considered by a Public Body in determining
whether disclosure of Personal Information would be an unreasonable invasion of personal privacy. The FOIPPA
then goes on to provide a non-exhaustive list of specific considerations, and the Panel considers the following to
be relevant:
31
32

Exhibit A-26, Appendix B, p. 4.
BCUC Order G-1-16, Attachment, Section 20.01.

SAP Inquiry Report

9

(a) the disclosure is desirable for the purpose of subjecting the activities of the government of British
Columbia or a public body to public scrutiny,
(f) the personal information has been supplied in confidence,
(h) the disclosure may unfairly damage the reputation of any person referred to in the record requested by
the applicant 33
The FOIPPA further provides a list of situations where disclosure of Personal Information is deemed not to be an
unreasonable invasion of personal privacy, of which the Panel considers the following to be relevant:
(c) an enactment of British Columbia or Canada authorizes the disclosure,
(e) the information is about the third party's position, functions or remuneration as an officer, employee or
member of a public body or as a member of a minister's staff 34
Thus, notwithstanding that there is no legal requirement to apply Part 2 of the FOIPPA in the SAP Inquiry, the
Panel considers that the foregoing tests are appropriate considerations when deciding how much Personal
Information should be disclosed in the SAP Inquiry.
Subsequent sections of the Report will deal separately with the Panel’s disclosures of Personal Information in
the Report, and in the evidentiary record.

2.1.4 Disclosures of Personal Information in the SAP Inquiry Report
As will be discussed more fully below, where the Panel considers that Personal Information contained in the
Code of Conduct Filing is required to substantiate findings in this Report, we are disclosing this Personal
Information in the Report. The Panel considers that the findings in this Report are all material to subjecting the
activities of BC Hydro to public scrutiny and thus their substantiation is in the public interest.
As noted above, the Panel considers that some of the tests in Part 2, section 22 of the FOIPPA provide useful
guidance for considering whether disclosure of Personal Information is a reasonable invasion of personal
privacy. Using the basis for disclosure set out above, with regards to the Personal Information published in the
Report, the Panel observes the following relevant factors in support of disclosing Personal Information:
•

Pursuant to 22(2)(a), the disclosures in the Report are required for subjecting the activities of BC Hydro
to public scrutiny.

•

Pursuant to 22(4)(c), Part 3 section 33.1(1)(c) of the FOIPPA authorizes the BCUC to disclose this
information, as explained earlier in Section 2.1.2 of this Report.

•

Pursuant to 22(4)(e), much of the material disclosed in the Report, such as correspondence among
BC Hydro employees during the 2010 Review, relates to those employees’ functions as employees of
BC Hydro, a Public Body.

Whereas the relevant factors against disclosing Personal Information are the following:

33
34

•

Pursuant to 22(2)(f), much of the Personal Information disclosed in the Report was marked confidential.

•

Pursuant to 22(2)(h), the disclosure may unfairly damage the reputation of any person referred to in the
record requested by the applicant.
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Having considered the various and conflicting considerations above, the Panel finds that the disclosures of
Personal Information which are required to substantiate the Panel’s findings in the SAP Inquiry Report are in
the public interest and are not an unreasonable invasion of personal privacy.
This Report makes findings regarding serious allegations made against BC Hydro and some of its employees. To
explore these allegations, the Panel reviewed a large volume of confidential evidence, much of it Personal
Information, and several findings in the Report are based on Personal Information. If the Panel were to publish
its findings without disclosing the evidence that led to them, the credibility and defensibility of the findings
would be diminished. Thus, for the Panel to effectively subject the activities of BC Hydro to public scrutiny, the
largest possible body of relevant evidence should be published.
The Panel considers that while it is possible some Personal Information disclosed in this Report may affect the
reputation of some BC Hydro executives and senior management, the disclosures are fair and reasonable in the
circumstance. These individuals were in senior leadership positions of a Public Body and should expect their
activities to be scrutinized. All findings in the Report were carefully considered, are based on publicly-available
evidence and are justified with detailed reasoning.
The Panel acknowledges that much of the Personal Information disclosed in the SAP Inquiry Report was marked
confidential. The confidential material consisted primarily of correspondence between BC Hydro employees and
contractors wherein entire documents were marked “confidential” or “privileged and confidential,” and
occasionally “prepared in anticipation of litigation.” This comprehensive approach to confidentiality does not
provide a compelling justification for keeping confidential every aspect of the information so marked. The Panel
has reviewed the specific disclosures of Personal Information that are required to substantiate the findings in
this Report and concludes that their being marked “confidential” is not on its own a sufficient reason not to
disclose them.
The Panel has weighed the conflicting factors outlined above and determined that for the specific disclosures of
Personal Information required to substantiate the findings in the SAP Inquiry Report, the public interest is best
served by their disclosure.
Beyond the general finding provided above, the Panel recognizes that there are certain topics of particular
sensitivity in the Code of Conduct Filing, and provides the following detailed explanation of the approach taken
in each case.

2.1.4.1 Specific disclosure – the Subject of 2010 Complaint
BC Hydro has redacted information that might identify the individual who was named in the 2010 Complaint
(Subject). The Panel has not disclosed the Subject by name in the SAP Inquiry Report.
While the SAP Inquiry Report’s findings do not depend on the identity of the Subject per se, the relevance of the
2010 Complaint to the SAP Inquiry requires disclosing the nature of the complaint, and this disclosure makes it
possible to identify the Subject. The Panel considered the following factors when determining whether the
disclosure was an unreasonable invasion of the Subject’s privacy:
•

The disclosure is necessary to substantiate findings of the SAP Inquiry, and hence subjecting the
activities of BC Hydro to public scrutiny;

•

BC Hydro has already identified the Subject and the nature of the 2010 Complaint in evidence filed in
this proceeding and did not at that time seek the redaction of the person’s identity; and

•

The 2010 Complaint was of a serious nature, involving the alleged failure to disclose certain information
to the BCUC in a regulatory hearing. However, the Panel considers that the alleged offences were not of
the most egregious nature, such as employee harassment, which would argue for an even higher
justification for their disclosure.
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The Panel concludes that the public scrutiny of BC Hydro’s Complaint Process outweighs the possible harm that
might be caused by this disclosure; therefore, the disclosure is not an unreasonable invasion of personal privacy.

2.1.4.2 Specific disclosure – emails from the Chief Regulatory Officer
BC Hydro redacted information that would disclose that certain statements made during the 2010 Review were
authored by the Chief Regulatory Officer (CRO) serving at the time relevant to the 2010 Complaint. The Panel
has not disclosed the name of the CRO.
While the Report’s findings do not depend on the identity of the CRO per se, the statements made by that
person and the fact that they were made by the person in the position of CRO are relevant to our findings. The
Panel considered the following factors when determining whether the disclosure was an unreasonable invasion
of that person’s privacy:
•

The disclosure is necessary to pursue the SAP Inquiry, and hence subjecting the activities of BC Hydro to
public scrutiny.

•

The Personal Information relates to the CRO’s functions at BC Hydro, and would therefore not be
deemed an unreasonable invasion of privacy if disclosed.

•

The content of the emails may have been submitted confidentially by the CRO to the staff conducting
the 2010 Review, although the evidence on this is mixed. The word “confidential” appears in the
headers of the emails, but this word was not typed by the CRO, since the CRO merely responded to an
existing email which already contained the word in the header. This is not sufficient for the Panel to
consider that the email was intended to be held confidential. However, the substance of one email
forwarded to the CRO states: “As previously discussed, this is a privileged and confidential review.” On
that basis, it is reasonable that the CRO might have assumed that the comments in the CRO’s reply email
were being provided confidentially.

The Panel concludes that the public scrutiny of BC Hydro’s Complaint Process outweighs the possible harm that
might be caused by this disclosure, and that therefore the disclosure is not an unreasonable invasion of personal
privacy.

2.1.4.3 Specific disclosure – material from the 2016 Review Report
BC Hydro redacted information from the Cultural Review: Code of Conduct Investigation Report dated April 1,
2016 (2016 Review Report). 35 This includes observations by (anonymous) witnesses, and conclusions reached by
the review’s author, which constitute the Personal Information of both the author and the BC Hydro employees
about whom the conclusions were reached. The Panel has not disclosed the identity of the 2016 Review
Report’s author; therefore no Personal Information is being disclosed in this regard. However, by disclosing the
witnesses’ observations and the conclusions reached, the Panel is disclosing Personal Information related to
certain BC Hydro employees who may be identified even though their names are not published in the 2016
Review Report or the SAP Inquiry Report.
While the SAP Inquiry Report’s findings do not depend on the identity of the subjects of the 2016 Review
Report’s observations and conclusions per se, some but not all of the observations and conclusions are relevant
to our findings. The Panel considered the following factors when determining whether their disclosure was an
unreasonable invasion of that person’s privacy. Factors in support of disclosing confidential material from the
2016 Review Report include:

35
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•

The disclosure is necessary to pursue the SAP Inquiry, and hence to subjecting the activities of BC Hydro
to public scrutiny.

•

The Personal Information relates to the employees’ functions at BC Hydro, and would therefore not be
deemed an unreasonable invasion of privacy if disclosed.

Conversely, a factor in support of not disclosing confidential material from the 2016 Review Report is:
•

The conclusions of the 2016 Review Report were delivered by the author to BC Hydro marked as
“private and confidential”. Given this, and from their sensitive nature, the conclusions of the 2016
Review Report would reasonably be considered confidential.

The Panel concludes that the public scrutiny of BC Hydro’s Complaint Process outweighs the possible harm that
might be caused by this disclosure and that therefore the disclosure of pertinent observations and conclusions,
while accepting the redaction of the remaining observations and conclusions, is not an unreasonable invasion of
personal privacy.

2.1.5 Disclosures of Personal Information in evidence
For reasons of transparency, the BCUC is committed to publishing the fullest possible body of evidence. The
Rules of Practice and Procedure state that “information filed by parties in a matter before the Commission will
be placed on the evidentiary record and may be made publicly available.” 36 The assumption is that all evidence
will be made publicly available unless there are compelling reasons to the contrary, and “[the] party requesting
confidentiality bears the onus of establishing why the information should be treated as confidential by the
Commission.” 37
Interveners and the public deserve to see as much of the body of evidence as possible in a matter before the
BCUC such as this Inquiry, so that they may evaluate the positions taken by the BCUC and reasons for those
positions, and possibly request reconsiderations or appeal decisions.
To achieve regulatory transparency, while being sensitive to individuals’ personal privacy, the Panel takes the
following approach when considering what evidence in the Code of Conduct Filing to make publicly available.

2.1.5.1 Confidential evidence used in the SAP Inquiry Report
Where Personal Information from the Code of Conduct Filing is quoted in the SAP Inquiry Report, the same
information will be disclosed (i.e. un-redacted) in the evidence from whence it came. The justification for these
disclosures is the same as that for the disclosures in this Report.

2.1.5.2 Confidential evidence not used in the SAP Inquiry Report
BC Hydro had initially argued that the entire Code of Conduct Filing should remain confidential, and that none of
it should be made publicly available. 38
In response, the Panel issued a proposed approach to redacting the Code of Conduct Filing, proposing four
categories for maintaining confidentiality:
1. Personal contact information, including personal email addresses and phone numbers. Note that this
does not include redaction of individuals’ names.
2. Personal details of individuals’ and individuals’ families’ private lives.
36
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3. Commercially sensitive or proprietary information, such as financial or other contract information which
is not publicly available.
4. Information which may pose a security risk to BC Hydro. 39
The CEC argued that this was an appropriate basis for redactions, whereas BC Hydro’s approach was “overly
broad.” 40 BCOAPO concurred with the CEC.
Ultimately, BC Hydro provided a redacted version of the Code of Conduct Filing, arguing that the BCUC was not
authorized under the FOIPPA to disclose the Personal Information that had been redacted. 41 BC Hydro made no
request for confidentiality on the basis of categories 3 and 4, namely commercially sensitive or proprietary
information, or information that may pose a security risk.
The Panel agrees with the CEC and BCOAPO, and rejects BC Hydro’s arguments that all Personal Information in
the Code of Conduct Filing should remain redacted. The Panel considers that the public interest is best served if
as much evidence as possible in the SAP Inquiry is made publicly available, to ensure the “credibility and
defensibility of the conclusions,” as the CEC described. 42 The SAP Inquiry Report’s credibility and defensibility
are important in meeting the objective of subjecting the activities of BC Hydro to public scrutiny. The Panel
considers that, for the most part, this public interest benefit outweighs the considerations that would favour
keeping the redacted evidence confidential.
That said, the Panel considers that some of the evidence in the Code of Conduct Filing contains Personal
Information of a sensitive nature, which was supplied in confidence to BC Hydro and which might unfairly
damage the reputation of individuals if disclosed. This evidence has no direct bearing on the findings in the SAP
Inquiry Report, and therefore the Panel considers that it should remain confidential.
The Panel has carefully considered the redacted evidence in the Code of Filing that was not published in the SAP
Inquiry Report, and has applied the same tests for disclosure set out in the previous sections of this Report.
These tests provide a useful framework for evaluating possible redactions under categories 1 and 2 suggested by
the Panel above.
For the foregoing reasons, the Panel finds that it is in the public interest to disclose much but not all of the
Personal Information contained in evidence.
Pursuant to Order G-170-17 and the accompanying reasons for decision, the Panel made the following
determinations on BC Hydro’s proposed redactions to the Code of Conduct Filing:
BC Hydro’s proposal for redactions to the Code of Conduct Filing is accepted for the time being
as the version of the document posted on the public record;
If, in the course of the Panel’s deliberations, we find that information contained in the
confidential Code of Conduct Filing should be made public to ensure clarity and transparency
regarding the Panel’s final determinations, we will pursue releasing the information publicly,
including adhering to the Notice to Third parties provision in section 23 of the FOIPPA. 43
As a result of the Panel’s determinations, the redacted Code of Conduct Filing was added to the proceeding as
Exhibit B-24.
39

Exhibit A-20.
Exhibit C2-8, p. 1.
41
Exhibit B-24; Exhibit B-21.
42
Exhibit C2-8, p. 2.
43
Exhibit A-26, Appendix B, pp. 4–5.
40
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Based on the Panel’s findings in this Section of the SAP Inquiry Report, we consider it in the public interest to
release additional information contained in Exhibit B-24. As this evidence is not directly quoted in the body of
the SAP Inquiry Report, the Panel will release this further un-redacted evidence subsequent to the issuance of
this Report.

2.1.6 FOIPPA notice requirements
BC Hydro argues that, under Part 2, section 23(3) of the FOIPPA, the BCUC is obliged to provide notice prior to
disclosing third parties’ Personal Information pursuant to other provisions in Part 2 of the FOIPPA. As noted in
Sections 1.2 and 2.1.5.2 of this Report, the Panel stated in the reasons for decision attached to Order G-170-17
that it would adhere to any notice provisions that might apply to such disclosures.
However, as established in Section 2.1.1 of this Report, there is no legal requirement for the BCUC to apply Part
2 of the FOIPPA in the SAP Inquiry because there is no FOI request; hence, the BCUC has no obligations under
section 23 of the FOIPPA to provide notice prior to disclosing Personal Information.
Further, disclosures of Personal Information under section 33.1(1)(c) of the FOIPPA have no provisions requiring
the BCUC to notify the persons concerned that the BCUC is disclosing their Personal Information. Thus, the
Panel finds that there is no obligation under the FOIPPA for the BCUC to notify any individuals prior to the
disclosure of their Personal Information in this proceeding. For these reasons, the Panel will not be notifying
any individuals that their Personal Information is being disclosed in the SAP Inquiry Report.

2.2

The integrity of BC Hydro’s Complaint Process

BC Hydro requested that the BCUC keep the entirety of the Code of Conduct Filing confidential in part to
preserve the integrity of its Complaint Process. The BC Hydro Ethics Officer stated the following:
I have strong concerns that disclosing the identities and personal information of the persons
involved with our internal Code of Conduct reviews would betray the trust of our employees. It
would place our trusting and vulnerable employees who cared enough to disclose essential
information into positions of potential harm. It would cast doubt on BC Hydro's commitment to
safety and confidentiality and jeopardize the willingness of people to come forward with future
concerns about unethical or illegal conduct. This would create significant risk to BC Hydro and
its' stakeholders by closing the door on those whose voices need to be heard. It would
undermine the trust of our employees and create a culture of fear, avoidance and mistrust. This
would be the antithesis of what we stand for. Risks of misconduct are significantly heightened in
environments where confidential reporting of wrongdoing is not supported or protected. 44
[emphasis added]
The Panel agrees with BC Hydro that anonymity is crucial for an effective Complaint Process, both for the
complainant and for witnesses. The emphasized phrases above indicate that the primary justification BC Hydro
is making for confidentiality to protect the Complaint Process is precisely this anonymity.
The Panel does not consider that the disclosure of Personal Information on the basis set out above compromises
the Complaint Process. The BCUC has no knowledge of the identities of the complainant in the 2010 Complaint
or of the witnesses in the 2016 Review Report; therefore, the Panel cannot and has not disclosed these
identities. While the Subject of the 2010 Complaint and the nature of the allegations can be identified in
evidence published in this proceeding, as addressed above, this is contained in submissions to this proceeding
made by BC Hydro itself without a request for confidentiality.
44

Exhibit B-17.
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The disclosures of Personal Information in the SAP Inquiry Report and in evidence are fully justified above, and
are made for the purpose of subjecting the activities of BC Hydro to public scrutiny. The SAP Inquiry Report
contains findings concerning the Complaint Process, an important governance activity of BC Hydro that is within
the scope of the SAP Inquiry. The Panel considers that there are benefits to BC Hydro employees in exposing
weaknesses in the Complaint Process, albeit a process which has changed since the events of 2010, and that
these benefits outweigh the disclosures of Personal Information required to justify them.

3.0

Background
3.1

The SAP Decision

On May 12, 2008, at a meeting of BC Hydro’s Executive Team, it was agreed that BC Hydro would adopt a single
Enterprise Resource Planning (ERP) system and would use SAP as the default ERP solution. 45 The choice of a
single ERP and of SAP as the default ERP solution for BC Hydro is referred to in this Report as the SAP Strategy.
The approval of the SAP Strategy by the Executive Team on May 12, 2008 is referred to in this Report as the SAP
Decision.
The scope of the SAP Inquiry, as described earlier, is focussed on the SAP Decision. This Inquiry does not
consider the merits of the SAP Strategy, whether it be the decision to choose a single ERP, or to choose SAP as
that single ERP.

3.2

BC Hydro’s IT&T environment

Pre-SAP Decision IT&T environment
Prior to the SAP Decision, and in particular in the time period 2007–2008, BC Hydro had a decentralized IT&T
management structure. The Office of the Chief Information Officer (OCIO) was primarily responsible for IT&T
policy, strategy, architecture and security, and enterprise-wide systems. Each business group within BC Hydro
was responsible for most of its own IT&T needs and had IT&T personnel to manage the groups’ specific business
requirements. Cross-organizational committees provided governance on policies and standards, with the OCIO
performing an oversight function to ensure adherence to policy. 46
BC Hydro’s IT&T environment prior to the SAP Decision included over 600 applications and over 200 databases
supporting the business groups, and it had developed the following four “non-optimal” ERP solutions:
•
•
•
•

PeopleSoft for Finance and Human Resources (HR)
PassPort for Supply Chain and Work Management
SAP for Customer Care
JD Edwards for the Construction Business Unit 47

BC Hydro refers to this approach as the “Best of Breed” approach, meaning it selected the best individual
software package for each discrete business function. 48
Another ERP system, the Oracle Suite, was added to the previously mentioned list of systems when British
Columbia Transmission Corporation (BCTC) was re-integrated into BC Hydro in 2010. 49
45

Exhibit B-3, p. 8.
ibid., pp. 3–4.
47
ibid, p. 4.
48
ibid., p. 5.
46
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BC Hydro states that prior to the SAP Decision it had a “large and robust SAP foundation to build upon,” as in
2003 it implemented the Customer Care module of SAP and subsequently upgraded the Customer Care module
in 2007. BC Hydro further states that having this system in place was a “significant advantage because the core
SAP software and hardware infrastructure was installed and in productive use.” 50

Post-SAP Decision IT&T environment
BC Hydro explains that although SAP is an integrated system, it can also be conceptualized as a series of
modules, each corresponding to a specific business function. As part of BC Hydro’s IT&T Five Year Plan, it
expected to “leverage SAP” across seven major business areas. In Table 1 of the Consolidated Information Filing,
BC Hydro lists the seven business areas and provides the status of each SAP module as follows: 51
•
•
•
•
•
•
•

Customer Care – Implemented with continuing investment expected
Financials – Implemented with continuing investment expected
Human Resources – Implemented with continuing investment expected
Project Management – Implemented with continuing investment expected
Supply Chain – Partially implemented
Work Management – Partially implemented
Asset Management – Partially implemented

BC Hydro states that in addition to the seven major business functions and associated SAP modules, there are
common, underlying technical components that are needed, including common licensing, common software,
hardware and other infrastructure, as well as periodic software upgrades to keep the system technically up to
date. 52

49

ibid., p. 6.
ibid., p. 10.
51
ibid., Table 1, pp. 13–14.
52
ibid., p. 14.
50
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3.3

Chronology of key milestones between F2008 and F2018

The following key milestones occurred between F2008 and F2018 regarding decisions made and actions taken by BC Hydro internally and in its reporting to
the BCUC, as well as certain events which occurred in and around the SAP Inquiry. These milestones form the basis of the SAP Inquiry and are discussed
throughout this Report as they relate to each of the scope items.
Table 1: Key Milestones from F2008 through F2018
Event
Date

Internal

(Within BC Hydro)

External
(BC Hydro & Other Parties’
Interactions with BCUC)

Statements from Evidence

Feb 20, 2008

BC Hydro files F2009–
F2010 RRA with the BCUC

Included in Appendix J to the RRA is the project description for the Enterprise
Financials Upgrade project. The recommendation is to upgrade PeopleSoft as
opposed to the alternative of re-platforming to SAP due to cost, time to migrate to
SAP, and staff and management resource requirements. 53

Apr 23, 2008

BC Hydro files response
to BCUC and intervener
IR No. 1 in the F2009–
F2010 RRA proceeding.

In response to BCUC IR 1.71.2.2 requesting a copy of BC Hydro’s Five-Year IT&T
Strategic Plan, BC Hydro responded that the plan is scheduled to be presented to the
Board of Directors in May 2008 and that BC Hydro will file the plan as part of the
RRA Evidentiary Update. 54

May 12, 2008

Executive Team
Meeting

BC Hydro IT&T meeting with the Executive Team, including discussion of adoption of
SAP platform and its financial implications. 55

May 22, 2008

Audit and Risk
Management
Committee (ARMC)
Meeting

BC Hydro management provided an update to the ARMC, including a summary of
strategies to transform the IT&T architecture and operations. The presentation
concluded with an overview of the strategy’s implementation and financial
implications. 56

53

Exhibit B-3, Attachment 28.
Exhibit A2-2, Tab GG.
55
Exhibit B-3: Attachment 3, p. 4; Attachment 4; Attachment 6, pp. 5–6.
56
Exhibit B-3, Attachment 7, p. 5.
54
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Event
Date

Internal

(Within BC Hydro)

External
(BC Hydro & Other Parties’
Interactions with BCUC)

BC Hydro files Evidentiary
Update in F2009–F2010
RRA proceeding.

Jul 2, 2008

Aug 21, 2008

Financial System
Replacement (FSR)
Project (formerly
called Enterprise
Financials Upgrade
Project) team and
steering committee
formed. 58

Aug 22, 2008

Expenditure
Authorization
Request (EAR)
Revision 0 in amount
of $750,000 signed
for Blueprint Stage
of FSR Project

Statements from Evidence

BC Hydro did not file the IT&T Five year Plan as part of the Evidentiary Update.
In Table 1 of the Evidentiary Update titled “Commitments Made in Response to IRs,”
BC Hydro identifies a number of IRs, its commitments made in response to each IR,
and provides a reference or comment responding to each commitment. With regard
to its commitment made in response to IR 1.71.2.2, “To provide BC Hydro five-year
IT strategic plan,” BC Hydro states, “Not available”. 57

The EAR is titled “Implementation of SAP Financials – Blueprint Phase” and is dated
July 28, 2008. Signatures approving the EAR are dated August 22, 2008. The amount
of the EAR is $750,000. 59
Attached to the EAR, it is stated: “Under Hydro’s IT strategy, approved by Hydro’s
Audit & Risk Management Committee earlier this year, the SAP systems were
identified as the ‘default solution’ and supported by validation criteria to establish
when the SAP systems should be a preferred solution.” 60

57

BC Hydro F2009-F2010 RRA, Exhibit B-10, Table 1.
Exhibit A2-2, Figure 1.
59
Exhibit A2-2, Tab J, PDF, p. 122.
60
Exhibit A2-2, Tab J, PDF, p. 124.
58
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Event
Date

Internal

(Within BC Hydro)

Jun 12, 2009

Statements from Evidence

The testimony relates to the status of the IT&T Five-Year Plan and the status of
PeopleSoft expenditures. There is no mention of the SAP Strategy by BC Hydro
witnesses.
BCUC counsel requested that BC Hydro file the principles and directions on which
the IT&T Five-Year Plan strategies will be governed (Undertaking No. 62). 61
There is a series of email correspondences between BC Hydro employees discussing
which document should be filed as Undertaking No. 62. It was ultimately decided
that the Executive Summary on IT&T for the Executive Team meeting on October 31,
2007 would be submitted to the BCUC. 62

Preparation of
Undertaking No. 62
requested by BCUC
at the Oral Hearing.
BC Hydro files
Undertaking No. 62 in the
F2009–F2010 RRA
proceeding. 63

Oct 28, 2008

May 21, 2009

(BC Hydro & Other Parties’
Interactions with BCUC)

BC Hydro gives witness
testimony regarding IT&T
Five-Year Plan and
expenditures at the
F2009–F2010 RRA Oral
Hearing.

Oct 15, 2008

Oct 15-24,
2008

External

An IT&T Update report was tabled. Under the “Strategy” section of the report, it
states: “The F10 capital plan has been submitted and approved. It includes the key
corporate initiatives including finance system replacement (FSR) project, capital
projects systems (PPM) project and work management process improvement.” 64

ARMC Meeting
BC Hydro files
Compliance Filing No. 56
to the BCUC pursuant to
the F2009–F2010 RRA
Decision.

Compliance Filing No. 56 is BC Hydro’s action plan to implement the Uniform System
of Accounts (USoA). In the filing, BC Hydro states that it is undertaking the FSR
Project. 65

61

Exhibit A2-2, Tabs E-H, Oral Hearing Transcript V9, pp. 1510–1511, 1548–1550.
Exhibit B-8-8: Dix IR 1.23.0, Attachments 3, 4, 5; Dix IR 1.24.0, Attachment 1.
63
Exhibit A2-2, Tab C.
64
Exhibit B-8-1, Dix IR 1.9.0, Attachments 7 & 8.
65
Exhibit B-3, Attachment 31, p. 4 of 13, Appendix B.
62
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Event
Date

Internal

(Within BC Hydro)

(BC Hydro & Other Parties’
Interactions with BCUC)

BC Hydro files F2011 RRA
with the BCUC.

Mar 3, 2010

Apr 2010

External

Statements from Evidence

BC Hydro states that it is implementing an IT&T Five-Year Plan, developed in
February 2009, and that the plan is in Year 2 of its execution. The IT&T Five-Year
Plan is provided as Appendix N to the F2011 RRA. 66
The 2010 Complaint alleges a possible breach of BC Hydro’s Code of Conduct in
relation to disclosures on the scope and cost of the IT&T plan in general and the FSR
Project specifically. 67

An anonymous and
confidential
complaint is
submitted to
BC Hydro’s Code of
Conduct Advisor
(2010 Complaint).

In the 2010 Complaint, it is stated: “If a breach (of the Code of Conduct) did not
occur, there is now, at a minimum, the appearance of it, given the recently
published 2011 RRA and other documents from the 2009/2010 RRA Hearings
publicly available on the BCUC website.” 68

Dec 10, 2015

The BCUC receives the
Dix Complaint 69

Jan 8, 2016

BC Hydro submits a
response to the BCUC
regarding the Dix
Complaint.

BC Hydro indicates that it has initiated an internal review guided by the standards of
BC Hydro’s Code of Conduct to attempt to gain further insight into the judgements
that led to the testimony at the F2009–F2010 RRA Oral Hearing, the filing of
Undertaking No. 62, and the failure to identify any other opportunity to correct any
misapprehensions created by the testimony. 70

66

Exhibit B-3, Attachment 33.
BC Hydro Final Argument, Appendix, p. 14.
68
Exhibit B-24, Tab 1, p. 1.
69
Exhibit A2-1.
70
Exhibit A2-2.
67
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Event
Date

Internal

(Within BC Hydro)

Apr 1, 2016

External
(BC Hydro & Other Parties’
Interactions with BCUC)

Statements from Evidence

Report provided to
BC Hydro titled
“Cultural Review:
Code of Conduct
Investigation” 71

Sep 30, 2016

BC Hydro advises the
BCUC of a confidential HR
matter relevant to the
SAP Inquiry which arose
in 2010 (i.e. the 2010
Complaint).

Jun 28, 2017

BC Hydro submits the
confidential Code of
Conduct Filing to the
BCUC. 73

Sep 13, 2017

BC Hydro submits a
redacted version of the
Code of Conduct Filing to
the BCUC for
publication. 74

In the cover letter to BC Hydro’s response to BCUC IR No. 1 in the SAP Inquiry, BC
Hydro states the following: “BC Hydro also notes that during our review of materials
while preparing our January 8, 2016 submission, we reviewed a relevant Human
Resource (HR) matter that arose in 2010. Due to the confidentiality of such matters,
BC Hydro has not included this document herein but raises that fact to the attention
of the Commission.” 72

71

Exhibit B-24, Tab 95.
Exhibit B-6, Cover Letter.
73
Exhibit B-17-1.
74
Exhibit B-24.
72
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4.0

Scope Item No. 1

As stated previously, Scope Item No. 1 asks the following question:
What are the total capital and operating expenditures incurred by BC Hydro as at the end of
F2016 on the SAP platform, SAP modules and other supporting capital enhancements to support
the platform adoption?

4.1

SAP-related expenditures from F2009 to F2016

BC Hydro defines “SAP-related” projects as including projects that invest in the SAP platform and core modules,
and projects in which functionality resides primarily in SAP core capabilities. “Non SAP-related” projects are
those in which the primary function does not reside in SAP, but which may integrate with SAP or have no
connection to SAP. 75
The following table is a partial re-creation of Tables 2 and 3 in BC Hydro’s Consolidated Information Filing and
shows the actual SAP-related capital and operating expenditures for F2009 through F2016, grouped by category
of project spending. 76
Table 2 – Actual SAP-related Project Expenditures F2009–F2016
Project Category

Capital ($)

Operating ($)

Total ($)

Platform

20,486,000

732,000

21,218,000

Customer

11,661,000

1,730,000

13,391,000

Financial

20,119,000

3,364,000

23,483,000

0

347,000

347,000

Human Resources
(includes EMPower Project)

21,884,000

3,909,000

25,793,000

Project and Portfolio Management
(PPM)

22,419,000

4,996,000

27,415,000

Supply Chain 77

22,041,000

3,548,000

25,589,000

35,097,000

6,409,000

41,506,000

153,707,000

25,035,000

178,742,000

Financial & HR
(PeopleSoft Decommissioning)

Work and Asset Management
Total F2009–F2016 Spending

78

BC Hydro also incurred $18.3 million in SAP-related capital expenditures for the Smart Metering and
Infrastructure (SMI) project. However, these expenditures were not included as part of the Five-Year IT&T Plan
or in the IT&T capital budget because the SMI project was under separate governance. 79

75

Exhibit B-3, pp. 15–16.
ibid., Tables 2, 3, pp. 16–20.
77
Includes $2,052,000 shown in Table 3 as Supply Chain write-offs.
78
Includes $8,549,000 shown in Table 3 as Work and Asset Management write-offs.
79
Exhibit B-3, p. 20.
76
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Key SAP-related projects completed between F2009 and F2016
Based on the information gathered in the SAP Inquiry, the following key SAP-related projects were completed
between F2009 and F2016: 80
•
•
•
•
•

Enterprise Financials Upgrade (also referred to as Financial Systems Replacement [FSR]) project
Project and Portfolio Management (PPM) project
EMPower (formerly called HR Systems Replacement) project
Plan and Schedule Work (PSW) project
Distribution Work Scheduling (DWS) project

The first two projects initiated under the SAP strategy were the FSR and PPM projects. BC Hydro submits that
both of these projects were initiated in F2009, with the implementation phases for the FSR and PPM projects
commencing in July 2009 and December 2009, respectively. 81
The FSR project and another major SAP-related project, EMPower, were initiated in response to the expected
obsolescence of the existing PeopleSoft Financials and HR systems. BC Hydro submits that the PPM project was
initiated in response to business pressures to manage a growing capital program, not specifically in response to
the expected obsolescence of the existing InfoPM system. 82
As at the end of F2016, PeopleSoft (both Financials and HR), JD Edwards and Oracle have been
decommissioned. 83
The following table summarizes each of the key projects’ start dates, authorized expenditures, actual
expenditures and status as of the end of F2016.

80

Ibid., Table 2, pp. 16-20.
Exhibit B-6, BCUC IR 1.1.4.
82
ibid., BCUC IR 1.25.3.
83
ibid., BCUC IR 1.25.1.
81
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Table 3 – Summary of Key SAP-related Projects
Total Final
Authorized
Expenditures
($)

Total Actual
Expenditures
($) 84

Status 85

Project Name

Start Date

Enterprise Financials
Upgrade (FSR)

F2009 86
(EAR Rev 0 dated July
28, 2008)

19,899,000 87

18,887,000

Closed (Completed)

PPM

F2009 88
(EAR Rev 0 dated
August 18, 2008)

26,889,900 89

25,966,000

Closed (Completed)

EMPower

F2010 90
(EAR Rev 0 dated
June 12, 2009)

18,631,500 91

18,622,000

Closed (Completed)

PSW

F2011 92
(EAR Rev 0 dated
February 22, 2011)

10,527,200 93

10,526,000

Closed (Completed)

DWS

F2014 94
(EAR Rev 0 dated
January 2, 2014)

12,313,000

In-Service (asset is
available for use but
trailing costs may be
added to the project)

12,350,000

95

Deferred and cancelled SAP-related projects – Transformation Initiative
During the F2009 to F2016 time period, certain SAP-related projects were started but later deferred or
cancelled. These projects were part of BC Hydro’s Transformation Initiative and included the following five
primary projects:
•
•
•
•
•

Asset Management Foundational Technology (cancelled)
Work Management Foundational Technology (cancelled)
Customer Connections Foundation Technology (cancelled)
Schedule Dispatch Mobility (deferred with partial write-off)
Supply Chain Management (deferred with partial write-off) 96

84

Exhibit B-3, Table 2, pp. 17–20.
ibid., Table 2, pp. 17–20.
86
Exhibit B-8-4, Dix IR 16.0, Attachment 56.
87
ibid., Attachment 59.
88
Exhibit B-8-6, Dix IR 16.0, Attachment 121.
89
ibid., Attachment 125.
90
Exhibit B-8-5, Dix IR 16.0, Attachment 87.
91
ibid., Attachment 90.
92
Exhibit B-8-7, Dix IR 16.0, Attachment 159.
93
ibid., Attachment 161.
94
ibid., Attachment 163.
95
ibid., Attachment 165.
96
Exhibit B-3, Tables 2, 3, pp. 19, 20, 23.
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BC Hydro submits that the Transformation Initiative was set up subsequent to the integration of BCTC to
implement a new operating model for the Transmission and Distribution business group, and provides the
following figure outlining the chronology of the initiative:
Figure 1 – Timing of SAP-related Projects in Relation to the Transformation Initiative97

BC Hydro states that it had initially planned to implement the Transformation Initiative projects over a relatively
short timeframe as part of one large project; however, in late 2013, after completing a comprehensive
assessment, it decided to phase the rollout in a series of smaller projects over a number of years. 98 As at March
31, 2014, the total expenditures for the five Transformation Blueprint IT projects were approximately $33.1
million. 99
The implications of the phased implementation approach on each of the five major projects within the
Transformation Initiative are as follows:
•

Supply Chain Management – re-sequenced and separated into the Supply Chain Solutions Program and
the Supply Chain Applications Project.
o

Supply Chain Solutions Program – Four standalone projects completed in 2014: (i) Supply Chain
Solutions (SAP); (ii) Supply Chain Solutions (SAP – Meters); (iii) Supply Chain Solutions –
PassPort; and (iv) Supply Chain Workspace (SCW) which is in Microsoft SharePoint. BC Hydro
considers only the first two projects to be “SAP-related” and states that approximately $4.8
million in costs were transferred from the original Supply Chain Management project to each of
the four projects based on the proportion of design blueprint work used in each project.

o

Supply Chain Applications (SCA) Project – BC Hydro completed an assessment of the design
work undertaken on the Supply Chain Management project and its usefulness to the SCA project
in February 2016. As a result, approximately $2.1 million of capital costs were written off at the

97

ibid., Figure 24, pp. 23–24.
ibid., p. 24.
99
Exhibit B-6, BCUC IR 1.9.3.
98
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end of F2016, leaving a balance of $7.3 million capital costs in the Supply Chain Management
project. 100
•

Schedule Dispatch and Mobility (SD&M) – based on Tables 2 and 3 of the Consolidated Information
Filing, it appears that $3.351 million in spending has been deferred and $1.235 million has been written
off. BC Hydro states that the final technical architecture of the SD&M solution is not determined and
may or may not be SAP-related. 101

•

Asset Management, Work Management, and Customer Connections Foundational Technology – BC
Hydro states that the costs of these components that provide value to the new projects were
transferred to those new projects and the balance was written off. The costs from Work Management
Foundational Technology were transferred to Distribution Work Scheduling, and the costs from
Customer Connections Foundational Technology were transferred to the Graphic Work Design project.
The entire costs incurred on the Asset Management Foundational Technology project ($3.72 million)
were written off. 102

The following table summarizes the projects which were included as part of the Transformation Initiative, and
the status of these projects and associated project costs as a result of the change in planned implementation.
Table 4 – Transformation Initiative Projects
Project

Status

Work
Management
Foundational
Technology

Cancelled

Asset
Management
Foundational
Technology

Cancelled

Total Authorized
Cost
($000s)

Total Write-off
($000s)

Total Cost Transferred to
Other Projects
($000s)

EAR 0: 3,184 103
EAR 1: 3,990 104
EAR 2: 2,222 105

2,223 106

1,364 107

EAR 0: 3,108 108
EAR 1: 3,802 109

3,720 110

0

(EAR 2 was not
provided so
cannot confirm
the amount
written off)

(EAR 2 was not provided so
cannot confirm if any
amount was transferred to
another project)

(Per EAR 2, $1,364,000 of
actual costs transferred to
the DWS project.)

100

Exhibit B-3, pp. 25-26.
ibid., Tables 2, 3, pp. 19, 20, 27.
102
ibid.
103
Exhibit B-8-7, Dix IR 1.16.0, Attachment 174.
104
ibid., Attachment 175.
105
ibid., Attachment 176.
106
Exhibit B-3, Table 3, p. 20; Exhibit B-8-7, Dix IR 1.16.0, Attachment 176.
107
Exhibit B-8-7, Dix IR 1.16.0, Attachment 176.
108
ibid., Attachment 172.
109
ibid., Attachment 173.
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Exhibit B-3, Table 3, p. 20.
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Project

Status

Customer
Connections
Foundational
Technology

Cancelled

Schedule Dispatch
& Mobility

Partial
Write-off

Total Authorized
Cost
($000s)

Total Write-off
($000s)

EAR 0: 3,604 111
EAR 1: 4,500 112
EAR 2: 1,372 113

1,372 114

EAR 0: 4,954 116
EAR 1: 6,130 117

1,235 118

Partial
Write-off

EAR 0: 515 119
EAR 1: 5,547 120
EAR 2: 9,728 121
EAR 3: 14,164 122

2,570 115
(Per EAR 2, $2,570,000 of
actual costs transferred to
the Graphical Work Design
project.)

(EAR 2 was not
provided so
cannot confirm
the amount
written off)

Supply Chain
Management

Total Cost Transferred to
Other Projects
($000s)

2,052 123
(No EAR
provided to
support the
amount written
off so cannot
confirm)

Cannot confirm due to
missing EAR 2. Per the
Project Completion and
Evaluation Report (PCER)
provided as Attachment 171
to Dix IR 1.16.0, in March
2014 a portion of the life to
date spend was transferred
to the DWS project and
another portion was
expected to be transferred
to a new scheduling,
dispatch, mobility initiative
anticipated to start in
January 2015.
Cannot confirm due to lack
of EAR. Per the PCER
provided as Attachment 142
to Dix IR 1.16.0, some funds
were transferred to the
Supply Chain Solutions
project and some transferred
to the Supply Chain
Workspace project in March
2014.

111

Exhibit B-8-7, Dix IR 1.16.0, Attachment 178.
ibid., Attachment 179.
113
ibid., Attachment 180.
114
Exhibit B-3, Table 3, p. 20; Exhibit B-8-7, Dix IR 1.16.0, Attachment 180.
115
Exhibit B-8-7, Dix IR 1.16.0, Attachment 180.
116
ibid., Attachment 169.
117
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4.2

Positions of the parties

BC Hydro Final Argument
BC Hydro submits that it has now fully implemented SAP in four of its seven major business areas. These include
the following SAP modules: Customer Care, Financials, Human Resources, and Project Management. BC Hydro
further submits that it has partially implemented the following SAP modules in its remaining three business
areas: Supply Chain, Work Management and Asset Management. 124
BC Hydro states that over the F2009 to F2016 period, it spent $197 million on over 70 SAP-related projects,
including SAP-related expenditures for the SMI project, and provides the following table summarizing the SAPrelated expenditures:
Table 5 – Summary of Total SAP-related Project Initiative Expenditures, F2009–F2016 125

BC Hydro states that “initiative operating costs” are those costs associated with implementing a project that are
ineligible for capitalization under International Financial Reporting Standards (IFRS). These typically include costs
that are incurred during the Identification phase of a project, or costs related to activities such as change
management, training documentation, training and data conversion. 126
BC Hydro also provides a table summarizing the total SAP-related expenditures from F2009 through F2016 by
category, excluding Transformation Initiative cost write-offs and SMI SAP-related expenditures:
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Table 6 – Summary of SAP-related Expenditures by Category, F2009–F2016 127

BC Hydro concludes the following regarding Scope Item No. 1:
•

From F2009 to F2016, BC Hydro spent $197 million on SAP-related projects, including capital
expenditures, initiative operating costs, capital expenditures that were written off related to the
Transformation Initiative, and SMI project SAP-related expenditures.

•

During the F2009 to F2016 period, three Transformation Initiative Technology SAP-related projects were
cancelled and approximately $10 million of costs were written off. 128

Based on the above conclusions, BC Hydro submits that no further action by the BCUC is warranted in respect of
Scope Item No. 1. BC Hydro supports its assertion with the following points:
•

The SAP Inquiry provided for an in-depth review of the IT&T capital and initiative operating expenditures
over the period of F2009 to F2016, and the BCUC proceeding to review BC Hydro’s F2017–F2019 RRA
provided for an in-depth review of IT&T expenditures that are impacting revenue requirements in the
F2017–F2019 time period.

•

The BCUC has ongoing oversight of BC Hydro’s capital projects and expenditures through BC Hydro’s
RRA filings, annual reports to the BCUC, project-specific compliance filings and BC Hydro’s major project
filings for acceptance of expenditures pursuant to section 44.2 of the UCA.

•

The current BCUC proceeding regarding the Review of the Regulatory Oversight of BC Hydro Capital
Expenditures and Projects is considering issues related to the treatment and review of BC Hydro’s capital
projects and/or programs. Specifically, the proceeding is reviewing the 2010 Capital Project Filing
Guidelines for IT&T capital expenditures, including whether separate IT&T capital project filing
guidelines may be appropriate and whether expenditure thresholds for capital projects may need to be
changed. The proceeding is also reviewing UCA section 46(1) filings versus UCA section 44.2 filings. 129
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The CEC Final Argument
The CEC agrees with BC Hydro that Scope Item No. 1 refers to SAP spending in support of the SAP Platform,
which may be correctly interpreted to mean the adoption of the “SAP Strategy” which occurred in May 2008.
Thus, the CEC considers May 2008 as the appropriate commencement date for calculating the SAP-related
expenditures. 130
In reference to BC Hydro’s definition of “SAP-related” projects, the CEC accepts the definition as reasonable;
however, it submits that the definition does not necessarily capture the full impact of the “SAP Strategy”
spending and may therefore under-represent the totality of expenditures related to the decision to use SAP as a
default ERP. In the CEC’s view, a more comprehensive definition of “SAP-related” expenditures would capture
spending on projects that were in any way required, triggered, enhanced or more costly than would have
otherwise been necessary under a non-SAP alternative. Also, the CEC submits that BC Hydro’s accounting does
not adequately capture the future operating cost commitment related to SAP, which it states would likely
“double the costs in present value terms relative to what BC Hydro has presented.” 131
With regard to BC Hydro’s conclusions in its Final Argument, the CEC agrees that the SAP Inquiry will have likely
provided an in-depth review of the historical IT&T spending at its conclusion. The CEC takes no position on
whether or not there are areas of spending that could benefit from a prudency review, stating that it has taken a
“forward-looking view” in its approach to the SAP Inquiry.
The CEC disagrees with BC Hydro that future spending related to SAP is adequately addressed in RRAs due to the
RRAs’ limited time frames (i.e. two to three years) and the fact that they have a rate-setting focus. Accordingly,
the CEC submits that future SAP spending should receive dedicated BCUC oversight at the project level. 132
The CEC submits that the “breakdown of the SAP Platform into smaller projects effectively, if not intentionally,
bypassed Commission review and resulted in a failure of BC Hydro to highlight the magnitude of its IT&T SAP
spending decision” and that “the failures in spending oversight might not have occurred if the SAP Strategy was
reviewed independently at the strategy decision level, or even at the module level.” The CEC recommends that
the BCUC alter its reporting requirements to ensure smaller projects, which are related to others, or serve as
part of larger strategies, do not escape review, and that the BCUC establish an explicit requirement for reporting
of any strategy which has the potential to affect spending in a significant way. 133

BC Hydro reply
BC Hydro argues that its definition of “SAP-related” projects is designed to respond to Scope Item No. 1 and it
does so, and that using the CEC’s approach, which includes consideration of future costs, would not be
responsive to Scope Item No. 1 because this scope item refers to expenditures incurred by BC Hydro “as at the
end of F2016.” 134
With regard to the CEC’s recommendations and submissions related to future BCUC oversight of BC Hydro’s
IT&T project expenditures, BC Hydro responds that these issues are already being considered in the BCUC’s
Review of the Regulatory Oversight of BC Hydro Capital Expenditures and Projects proceeding which is currently
underway. 135
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BC Hydro disputes various statements made by the CEC related to failures by BC Hydro to notify the BCUC of
spending decisions and failures in spending oversight. BC Hydro states that its reporting of IT&T projects and
expenditures to the BCUC have been fully in accordance with the expectations of the BCUC and interveners at
the respective time and also in accordance with the UCA, and that it is not aware of any failures in spending
oversight in connection with the adoption of the SAP Strategy. 136

4.3

Panel findings

Based on the evidence collected in the SAP Inquiry, the Panel finds that the total SAP-related capital and
operating expenditures incurred by BC Hydro between May 2008 (i.e. the time of the adoption of the SAP
Strategy) and the end of F2016 were $197,042,000. This amount includes the write-offs related to the
Transformation Initiative expenditures and the SMI project SAP-related expenditures. While not explicitly stated
in Scope Item No. 1, the Panel accepts BC Hydro’s definition of “SAP-related” expenditures and the assumption
that these expenditures should apply commencing in May 2008, as the evidence in this Inquiry indicates that
this is the date when the SAP Strategy was adopted. The Panel does not agree with the CEC’s proposed
expansion of the definition of “SAP-related” expenditures in the context of this scope item, as the wording in
Scope Item No. 1 clearly refers to historical spending.

5.0

Scope Item No. 2

As stated previously, Scope Item No. 2 asks the following questions:
What are BC Hydro’s approval and oversight controls and processes related to the authorization
and governance of information technology capital expenditures and projects? Were these
controls and processes appropriately designed and operating effectively with respect to
management’s review and oversight of SAP-related expenditures?
Through BC Hydro’s Consolidated Information Filing and responses to a number of IRs, BC Hydro provided
extensive detail on the range of controls and processes in place over the course of the relevant time periods
pertaining to this proceeding (Controls).
In considering whether the Controls were appropriately designed and operating effectively, it is important to
state from the outset that, consistent with the arguments made by BC Hydro and the CEC, the Panel has
evaluated the Controls over SAP in the broader context of BC Hydro’s management and Board of Directors
oversight and decision making and IT&T project governance, as well as the narrower context of financial
expenditure authorizations.

5.1

Description of BC Hydro’s approval and oversight controls and processes

BC Hydro provides detailed information in the Consolidated Filing covering the topics of:
•
•
•
•
•
•
•
136
137

Oversight of IT&T;
Financial approval policies and procedures;
Business case requirements;
Expenditure authorizations;
Project completion and evaluation reporting;
Project delivery governance and oversight; and
Internal audits of IT&T delivery processes, projects and project outcomes. 137
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In addition, BC Hydro provides a summary of how project delivery governance has changed over time, and a
review of the SAP-related projects listing financial and project standard governance issues that have arisen.
BC Hydro also provides extensive responses to IRs during the proceeding regarding its approval and oversight
controls and processes.

The CEC Final Argument
The CEC “accepts BC Hydro’s depiction of these processes and procedures as being properly defined and
recommends that the Commission consider this description as the processes and procedures in place at BC
Hydro.” 138

Panel discussion
BC Hydro has provided extensive information related to its approval and oversight controls and processes
related to IT&T expenditures. This information was requested by the Panel in order to provide an evidentiary
base to address the second question in Scope Item No. 2, namely whether the Controls were appropriately
designed and operating effectively with respect to management’s review and oversight of SAP-related
expenditures.
The Panel agrees with the CEC that BC Hydro’s submissions regarding the Controls are a sufficient basis upon
which to examine whether the Controls were appropriately designed and operating effectively.

5.2

Was the SAP Decision a financial decision?

In May 2008, BC Hydro’s Executive Team reviewed a recommendation that BC Hydro should “move
incrementally to a single ERP system and to the use of SAP as the default ERP solution” (SAP Strategy). 139 A
significant underpinning to much of BC Hydro’s submission in this proceeding is BC Hydro’s assertion that the
Executive Team’s decision to approve the SAP Strategy (SAP Decision) was not a financial decision. The
implications of this assertion in the context of this proceeding are significant: a financial decision is subject to
different control and governance standards than a non-financial one. Hence, to provide important context to the
subsequent evaluation of the Controls, the Panel first considers whether the SAP Decision was financial in
nature.
It is important to stress that, throughout all of the Panel’s deliberations in this proceeding, the Panel does not
address the appropriateness of the decisions to move to one integrated ERP, and to choose SAP as the default
ERP solution. Such a review is outside the scope of the SAP Inquiry.

SAP Strategy presentations
The presentation of the SAP Strategy to the Executive Team on May 12, 2008 included the following material: 140
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While no minutes of the Executive Team meeting exist, 141 in material presented to the ARMC shortly afterwards,
the Executive Team is described as having “approved” the SAP Decision. 142
On May 22, 2008, the ARMC received a presentation entitled “IT&T Update on Strategy Development.” The
following are excerpts from pages 3 and 4 of this document: 143

…
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BC Hydro’s policies and procedures
BC Hydro’s Financial Responsibility Policy states the following:
Approval must be obtained in advance of any monetary outlays or binding financial
commitments. Renewed approval of Authorization Documents must be obtained in advance of
the expenditure if cost overruns exceed, or are forecast to exceed, the authorised amount.
Through this Policy, the Board delegates authority and approval limits to the CEO. These limits
may be delegated by the CEO to officers and senior management who may further delegate
their approval limits to their direct reports or to those positions in the organization that are
required to approve Control Documents. The Boards of Directors and CEOs of each subsidiary
are responsible for defining appropriate approval authorities within their subsidiaries; however,
such approval authorities must be consistent with BC Hydro's corporate policies.
All Authorization Documents should be reviewed periodically to ensure that the original
business case is still valid, and the scope, schedule and cost objectives are current and the basis
for capitalization remains valid. 144
BC Hydro’s EAR Policies and Procedures states the following: 145
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BC Hydro’s Business Case Requirements Management and Accounting Policies and Procedures (MAPP) states
the following: 146
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BC Hydro’s Financial Approval Authority procedure includes the following: 147

5.2.1 Positions of the parties
BC Hydro argues: “The SAP Strategy did not represent a financial decision” and that the choice of SAP as the
default ERP solution “did not approve the implementation of any specific project initiative.” 148 Rather, “when a
business need arises,” SAP would be examined first. 149 It adds that the Executive Team does not have any formal
decision-making authority to “approve financial transactions or set corporate policy.” 150
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BC Hydro characterizes the SAP Decision as one of adopting a specific product or strategy, something that it
argues is within the power of management and does not require Board approval. 151
The CEC disagrees with BC Hydro’s characterization of the SAP Strategy as not being a financial decision, arguing
that “a decision that would ultimately influence nearly half a billion dollars in spending is a major financial
decision.” The CEC argues that an expenditure authorization should not be necessary for a decision to be
considered financial in nature. 152
In reply, BC Hydro states that the adoption of SAP in May 2008 did not include any authorization or approval of
expenditures, nor did it predetermine any future expenditure decisions. BC Hydro points out that the CEC, in its
confidential Final Argument, accepted that the SAP decision did not approve expenditures. 153
BC Hydro adds that the CEC’s position, that the SAP Decision was a financial one, is not based on “any commonly
accepted definition for a financial decision,” and that the SAP Decision did not include any financial
commitments “nor did it predetermine future expenditure decision.” 154

5.2.2 Panel findings
The Panel agrees with BC Hydro’s position that the SAP Decision was strategic in nature, and did not include an
explicit expenditure approval. However, these facts do not establish the case that the SAP Decision was not also
a financial one.
The Panel does not consider “strategic” and “financial” to be mutually exclusive characterizations of decisions.
To the contrary, the Panel takes the view that many strategic decisions have financial implications. Thus,
accepting that the SAP Decision was strategic does not in and of itself substantiate a conclusion one way or the
other as to whether the decision was also financial in nature.
The Panel considers the distinction between a financial decision and an expenditure approval to be crucial. The
Panel agrees that all expenditure approvals are financial decisions, but does not hold the reverse to be
necessarily true: in fact, the absence of an expenditure approval may be evidence of nothing more than a failure
to obtain an approval which was indeed required for a financial decision, and not “proof” that the decision was
not financial in the first place.
Thus, the Panel’s deliberation as to whether the SAP Decision was financial in nature examines a broader set of
evidence than the fact that the decision was strategic, and the absence of an expenditure approval.
The presentations to the Executive Team and the ARMC both list a series of five specific business functions
(finance, safety, projects, asset and customer) whose IT&T applications would be replaced by SAP modules, and
refer to more, unnamed, modules. Furthermore, the material clearly articulated that the previously-approved
capital budget would be redirected to SAP expenditures, and that an incremental capital investment of $32 to
$38 million would be required. Additional material which BC Hydro believes was also circulated to the Executive
Team 155 makes explicit that the approved capital budget of $45 million per year for three years would be
required to replace the IT&T systems with SAP. Therefore, the SAP Strategy was known to have an implied total
capital budget of $167 to $173 million. 156
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The Panel is unable to reconcile BC Hydro’s assertions that the decision was merely a directional “high-level
strategy” 157 to provide guidance “when a business requirement arises” 158 with the specificity also included as
part of the SAP Decision. On the one hand, the SAP Strategy provided no analysis of the specific needs (in
keeping with the high-level strategy), and yet it also identified a proposed implementation period of three to
five years to replace five specific major projects with SAP. Furthermore, if the SAP Decision had been one of
direction only, and had been purely hypothetical in terms of whether any specific system upgrade/replacement
would actually use SAP when the project-specific business case was examined, it seems unlikely that BC Hydro
would have been able to specify a total capital budget of $32 to $38 million.
Thus, when viewed in its totality, the SAP Strategy set out a plan to replace specific IT&T systems over a short
period of time with specific SAP modules, attendant with a specified capital spending estimate. The Panel
considers that a decision that envisions spending $170 million over 3–5 years replacing five or more IT&T
systems is financial in nature.
For all of the reasons outlined above, the Panel finds that the SAP Decision was a financial decision. This
finding brings the discussion full circle: notwithstanding that an expenditure approval supported by a business
case was not sought or obtained as part of the SAP Decision, should it have been?
BC Hydro’s Financial Responsibility Policy states: “Approval must be obtained in advance of any monetary
outlays or binding financial commitments.” 159 While no binding commitments were made as a result of the SAP
Decision, it is clear that monetary outlays were anticipated as a result of adopting the strategy.
BC Hydro’s position is that individual projects arising out of the SAP Decision would be scrutinized and approved
prior to any expenditures, and that was sufficient oversight. In his witness statement, Chris O’Riley, a member of
the Executive Team that approved the SAP Strategy, stated:
Any projects that would incorporate the strategy and any expenditures related to implementing
the strategy would be subject to the normal financial governance processes and would require
approval by the appropriate decision making authority. Specifically, approval of any project
expenditures would be conditional on following the governance requirements for financial
approval of projects, which requires that BC Hydro follow a gated project development process
for all projects. 160
The Panel agrees with BC Hydro’s position, insofar as it articulates that expenditure approvals are required for
each project. However, the Panel does not consider that those project-specific approvals are a substitute for
approval of the financial aspects of the overall SAP Decision in the first instance. Rather, the review of each
project is the necessary level of subsequent oversight (i.e. subsequent to an expenditure approval first being
obtained for the SAP Decision) that ensures the individual project initiatives executed within the overarching
strategy are well conceived and well supported.
BC Hydro argues that the SAP Strategy was not a single project. The Panel agrees that breaking down such a
large undertaking into multiple projects is good project management practice. However, financial approval and
project management are quite distinct activities. The Panel has considered both the need for an EAR and for a
Business Case to determine whether financial approval was required for the SAP Decision.
BC Hydro’s EAR procedure states: “Multiple projects that are intended to be run as a program, or that have a
common objective with similar characteristics, shall be consolidated into one Program Initiative for approval
157
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purposes. Approval is required at the FAAP level for the entire program”. 161 [emphasis added] This concept is
repeated in the Financial Approval Authority (FAAP), which states: “Documentation-splitting is prohibited as it
circumvents the intent of the policy.” 162
BC Hydro’s Business Case Requirements procedure applies to “any project (or initiative) requiring investment,
expenditure or commitment”. 163 The SAP Strategy, with its specified goals, timeline and budget was quite clearly
an initiative. Furthermore, the SAP Strategy required expenditure, both in its use of planned capital
expenditures and between $32 million and $38 million in additional expenditures.
As to the business case that would accompany an EAR, BC Hydro’s Business Case Requirements set out three
tests, any one of which would determine that a business case is required. These tests are that a project or
initiative requiring investment, expenditure or commitment: (1) has significant impact on business operations;
(2) creates material risk; and/or (3) has credible alternatives to a recommended course of action. 164
Replacing five or more IT&T systems has a significant impact on business operations and creates material risk of
project failure or over-spending, addressing tests 1 and 2 above. Also, BC Hydro has acknowledged that its “best
of breed” approach was a credible alternative to an integrated ERP, hence test number 3 is also met. Thus, the
SAP Decision meets all three tests set out above, any one of which would require a business case to be
developed.
The idea that approvals are required at a more aggregated level than at the project level is repeated in
BC Hydro’s Financial Responsibility Policy, which applies to “programs, functions or projects,” 165 and in the
Business Case Requirements process, in which it is stated that a Business Case is required for “any project (or
initiative),” and explicitly anticipates initiatives over $50 million which require Board approval. 166
Based on BC Hydro’s financial policies and procedures, and the financial nature of the SAP Decision, the Panel
finds that BC Hydro should have developed an EAR and an accompanying business case to properly support
the SAP Decision.

5.3

Did the SAP Decision avoid scrutiny?

In his original complaint, Dix alleges that BC Hydro “hid elements of the IT&T Five Year Plan from the
Commission by breaking up programs and projects in the plan into smaller projects under the financial threshold
where they would not trigger a Commission review.” 167 In a subsequent submission, he expanded the allegation,
asserting that BC Hydro staff did routinely break up projects to avoid both BC Hydro Board and BCUC scrutiny. 168
The Panel addresses this issue first at the overall SAP Decision level, and subsequently at the distinct project
element level.

5.3.1 The initial SAP Decision
Having determined that the SAP Decision was financial and that an EAR accompanied by a business case was
required although not obtained, the question at hand is, to what extent did the SAP Decision avoid scrutiny as a
result?
161
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BC Hydro’s Financial Responsibility Policy and Financial Approval Procedures
BC Hydro’s Financial Responsibility Policy states the following:
The Board of Directors, President and Chief Executive Officer (CEO) and the Executive Vice
President Finance & Chief Financial Officer (CFO) of BC Hydro are responsible and accountable
for the Financial Integrity of the corporation and all of our Business Groups and subsidiaries. The
Board has delegated authority to the CEO for financial decision-making.
The Executive Vice-President Finance & Chief Financial Officer (CFO) is assigned financial policy
responsibility for all Business Groups, subsidiaries, and Investments and is required to report
financial and operating results to the Board of Directors and government; 169
The BC Hydro Financial Approval Procedure specifies the approval limits for expenditures. The version published
in 1999, current at the time of the SAP Decision, is as follows:
Table 7 – Board Delegated Approval Levels 170

Application of the UCA prior to and after May 2008
Between May 2003 and May 2008, sections 45(6.1) and 45(6.2) of the UCA were in effect. These sections stated
the following:
(6.1) A public utility must file the following plans with the commission in the form and at the
times required by the commission: (a) a plan of the capital expenditures the public utility
anticipates making over the period specified by the commission; (b) a plan of how the public
utility intends to meet the demand for energy by acquiring energy from other persons, and the
expenditures required for that purpose; (c) a plan of how the public utility intends to reduce the
demand for energy, and the expenditures required for that purpose.
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(6.2) After receipt of a plan filed under subsection (6.1), the commission may (a) establish a
process to review all or part of the plan and to consider the proposed expenditures referred to
in that plan, (b) determine that any expenditure referred to in the plan is, or is not at that time,
in the interests of persons within British Columbia who receive, or who may receive, service
from the public utility, and (c) determine the manner in which any expenditures referred to in
the plan can be recovered in rates. 171
However, effective May 2008, sections 45(6.1) and 45(6.2) of the UCA were repealed and sections 44.1 and 44.2
were added. Section 44.1 requires public utilities to file with the BCUC, in the form and at the times the BCUC
requires, a long-term resource plan, and specifies several requirements for such plans. Section 44.2(1) states,
among other things, “A public utility may file with the commission an expenditure schedule containing one or
more of the following: (a) a statement of the expenditures on demand-side measures…(b) a statement of capital
expenditures the public utility has made or anticipates making…(c) a statement of expenditures…to acquire
energy from other persons.” Section 44.2(3) states that after reviewing the expenditure schedule submitted
under subsection (1), the BCUC, subject to subsections (5) and (6), must (a) accept the schedule, if the BCUC
considers that making the expenditures referred to in the schedule would be in the public interest, or (b) reject
the schedule. 172
At the time that BC Hydro filed its F2009–F2010 RRA with the BCUC (the application was filed on February 20,
2008), sections 45(6.1) and 45(6.2) of the UCA were still in effect. However, shortly after the filing of the RRA,
effective May 2008, these UCA sections were repealed. The BCUC therefore in its decision on the RRA issued on
May 13, 2009, considered the changes to the UCA and stated that the capital review process would be
addressed in BC Hydro’s Long Term Acquisition Plan (LTAP) application, which was under review at the time the
decision was issued. In the BCUC’s decision dated July 27, 2009 regarding BC Hydro’s LTAP application, the BCUC
directed BC Hydro to file a set of guidelines within which it is prepared to make Major Threshold Project filings
and applications. 173

The role of the ARMC
In May 2008, ten days after the Executive Team made the SAP Decision, the ARMC reviewed that decision,
having received in its briefing package for the meeting a summary of the SAP Strategy that included information
that the costs for the strategy approximated $170 million ($45 million per year over three years plus an
incremental amount of $32-38 million) 174 and that it would take three to five years to implement. 175 While there
are no references in the ARMC minutes to this review having taken place, the minutes of the full Board of
Directors meeting on May 23, 2008 note that the ARMC informed the Board of its review: 176
Information Technology
The Committee had received a report on information technology strategy development which
included an updated [sic] on work undertaken on the governance model and other related
matters. Ms. Costuroc indicated that Management will report to the Committee on a quarterly
basis going forward.
Additionally, in a document attached to EAR Revision 0 for the “Implementation of SAP Financials – Blueprint
Phase” dated July 28, 2008, it is stated: “Under BC Hydro’s IT Strategy, approved by Hydro’s Audit & Risk
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Management Committee earlier this year, the SAP systems were identified as a ‘default solution’ and supported
by validation criteria to establish when the SAP systems should be a preferred solution.” 177
The terms of reference for the ARMC states its purpose as follows:
The purpose of the Audit and Risk Management Committee (the “Committee”) is to assist the
Board of Directors in fulfilling its obligations and oversight responsibilities relating to the audit
process, financial reporting, the system of corporate controls, governance of the Corporation’s
pension plans, internal audit functions, risk management, and legal and environmental
compliance programs and when required, make recommendations to the full Board of Directors
for approval. 178
One of the ARMC’s responsibilities is to “draw to the attention of the Board of Directors all financial matters of
which the Committee has knowledge and which may materially affect the current or future financial position of
the Corporation.” 179

5.3.1.1 Positions of the parties
BC Hydro argues that the SAP Strategy was a decision of the Executive Team, and that it was “not approved (nor
did it need to be approved) by the ARMC or by the full Board.” 180 Per the witness statement from O’Riley, the
Executive Team expected considerable due diligence and appropriate approvals” to follow at the project-specific
level. 181
With respect to disclosures to the BCUC, BC Hydro takes the following position:
For all IT&T projects during the F2009 to F2016 period BC Hydro was not required under the
Utilities Commission Act or by its own voluntary commitment to file a specific application for
approval under section 44.2 of the Act as all projects fell below the $50 million threshold for
Major Threshold Projects in place during F2007 to F2010, and below the $20 million threshold
for IT&T projects under BC Hydro’s Capital Project Filing Guideline that came into effect in July
2010 (F2011). 182
The CEC argues that the Controls “neither recognized nor responded to a financial decision affecting hundreds of
millions of dollars at a high level, but instead used practices that allowed for spending in increments with limited
to no financial justification and evaluation that focused primarily on cost-compliance and project delivery.” 183
The CEC further submits that “the ARMC should have recognized and considered the total impact of the SAP
Strategy and been aware of the risks and limitations in the justifications that would occur at the project level of
authorization.” 184

5.3.1.2 Panel findings
The Panel acknowledges that the Executive Team and ARMC were told that business cases would be
forthcoming at the project level, and were also told that the SAP Decision was not a financial decision. The Panel
also accepts BC Hydro’s position that neither the Executive Team nor ARMC had authority to make a financial
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decision. That said, earlier in this Report, the Panel has determined that the SAP Decision was a financial
decision of a $170 million magnitude.
In May 2008, the BC Hydro Board of Directors had delegated financial approval authority to the CEO in the
amount of $50 million for expenditures within the approved annual plan, and $20 million for “ex plan”
expenditures. Since the expenditures associated with the SAP Decision were $170 million, it follows that they
exceeded the CEO’s approval authority, regardless of whether the expenditures were considered to be within
plan or ex plan.
Notwithstanding that the Executive Team had no authority to make the SAP Decision, they approved the SAP
Strategy accompanied by its financial implications. Since the total estimated cost of $170 million exceeded the
CEO’s authority, the SAP Decision should have been presented to the Board of Directors.
The requirement for BC Hydro to report “Major Threshold Projects” to the BCUC was $50 million in May 2008.
Since the SAP Decision with estimated total costs of $170 million exceeded this figure, BC Hydro should have
made an application to the BCUC regarding the SAP Decision.
For the foregoing reasons, the Panel finds that the way the SAP Decision was made prevented its appropriate
scrutiny by BC Hydro’s Board of Directors and the BCUC.
Furthermore, even if the SAP Decision was not considered a financial decision by BC Hydro, and the EAR and
Business Case Requirement procedures were both interpreted by the Executive Team at the time as applying
only to the most granular level of expenditures, positions with which the Panel disagrees, that does not relieve
the Executive Team of the obligation to apply good judgement and appropriate diligence. The CEO and CFO,
both members of the Executive Team, are “responsible and accountable for the Financial Integrity of the
corporation.” 185 Presented with a decision of this magnitude, it is the view of this Panel that executives should
have realized that more scrutiny was required. As the CEC argues, “the BC Hydro executive and senior staff who
were aware of the magnitude of the SAP project should have recognized the flaw in oversight resulting as a
consequence of being delegated to smaller financial approvals.” 186 Said another way, the Controls specify a
minimum level of scrutiny/oversight, but do not prohibit taking additional care, and are certainly not a
substitute for exercising good business judgment.
The Panel is equally concerned that the ARMC also did not recognize the financial nature of the decision they
were reviewing. Even if the scope of the ARMC’s IT&T oversight was limited to the risks associated with
strategies rather than with the strategies themselves, the ARMC briefing material included the “financial aspects
of the strategy” totalling approximately $170 million. 187 The Panel is of the view that the committee of the
Board responsible for the oversight of BC Hydro’s accounting system and internal controls should have identified
that the $170 million SAP Decision required scrutiny and approval at the Board level, in accordance with BC
Hydro’s own processes. The Panel further notes, as referenced above, that there appeared to be a belief by at
least some individuals within BC Hydro that the ARMC had approved the SAP Strategy, as indicated in the
document attached to the EAR for the Implementation of SAP Financials – Blueprint Phase” (Revision 0). 188
For these reasons, the Panel finds that BC Hydro’s CEO and CFO and its ARMC members did not exhibit good
business judgement when reviewing and approving the SAP Decision without an expenditure approval or
business case.
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5.3.2 Project-level decisions
In his February 4, 2016 submission, Dix observed that BC Hydro reports $142 million spent on the SAP Program
(to December 31, 2015), “yet no separate application has ever been made for the program because all the
project[s] in the program are conveniently under the $20M threshold. Dix brings forward two examples of
projects that support this position: the Plan Schedule Work (PSW) project and the SAP Financial project.” 189
As a result, the Panel uses the PSW and SAP Financials projects as examples in examining BC Hydro’s projectlevel approval decisions.
The EAR process states that for the implementation phase of a project, the approval level required “shall be
based on the ultimate amount of the project. For projects that are implemented in stages, for approval purposes
the project is defined to include all reasonably anticipated stages of the project. For projects that have an
approved EAR for the Definition Phase, an EAR revision…shall be prepared for the Implementation Phase to
include the total costs of the project”. 190 [emphasis added]
The CEC takes the view that “there is no evidence that any of BC Hydro’s projects were purposefully de-scoped
in order to avoid Commission oversight.” 191 However, it expresses concern that BC Hydro “used practices that
allowed for spending in increments with limited to no financial justification”. 192
As stated previously, BC Hydro asserts the following regarding its obligations to report IT&T projects to the
BCUC:
For all IT&T projects during the F2009 to F2016 period BC Hydro was not required under the
Utilities Commission Act or by its own voluntary commitment to file a specific application for
approval under section 44.2 of the Act as all projects fell below the $50 million threshold for
Major Threshold Projects in place during F2007 to F2010, and below the $20 million threshold
for IT&T projects under BC Hydro’s Capital Project Filing Guideline that came into effect in July
2010 (F2011). 193

5.3.2.1 The Plan Schedule Work project
For the PSW project, the original EAR dated February 22, 2011 was for $4.4 million. 194 This was revised on
November 16, 2011 to $7.3 million, 195 and finally on September 14, 2012 to $10.6 million. 196 The original EAR
and the first revision had the same associated business case attached, anticipating a total expenditure of up to
$41 million, which was raised to an anticipated $51.7 million in the second revision. The project completion
report notes that the project “ended mid-flight,” and the scope was “subsumed into the Transformation
program effective May 1, 2012”. 197 BC Hydro spent a total of $10.6 million on the PSW project before its scope
was absorbed into the Transformation initiative. 198
With respect to the PSW project, BC Hydro states:
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PSW was originally envisioned to be a larger project incorporating broader capabilities of work
management leading to a consolidation of work management in SAP. While the PSW project was
in the design stage, BC Hydro undertook a corporate reorganization with the re-integration of
BCTC in 2010, and the Transmission & Distribution business group initiated the Transformation
Initiative. As a result of the broad impact of the decision regarding the Transformation Initiative
discussed in section 3.4.1 above, the scope of PSW was then confined to a technical upgrade to
deliver immediate benefits aligned with the reduced scope.
Work Management Foundational Technology and the SD&M project built further upon the PSW
project designs. The DWS project (also depicted in Figure 1) leveraged some of the technical
designs from PSW as well. DWS was intended to satisfy some of the business requirements
defined in the PSW project, particularly those related to work allocation and scheduling of work
orders.
Although the majority of the remaining deliverables of PSW were taken over by the SD&M and
DWS projects, some scope was transferred to the Work Management Technical Readiness
project. This project was the first to be implemented after the scope of PSW was reduced. The
costs transferred from PSW to Work Management Technical Readiness were approximately $3.5
million. There were transfers of approximately $0.5 million to the other Transformation
Initiative technology projects. 199
In his witness statement, Reimer describes the circumstances surrounding the evolution of the PSW project. He
states that in June 2010 the initial phase of the PSW project was complete. Subsequently, in July 2010 BCTC was
amalgamated into BC Hydro, combining the electricity transmission and distribution (T&D) operations. The
newly combined T&D function embarked on a business transformation initiative, including a review of the largescale IT&T implementations. As a result of the review, much of the proposed scope for the PSW project was
deferred, and the technology was implemented “in stages through separately funded projects over a number of
years supported by individual business cases for each project.” 200 He adds that “at no point were the decisions
to de-scope and/or separate portions of the originally-envisioned PSW project made as a result of an intent to
avoid Board or Commission oversight of spending.” 201
BC Hydro states in argument that the PSW project was closed subsequent to the amalgamation of BCTC into the
one T&D function, and that the scope was incorporated into the larger Transformation Initiative. 202 The
technology aspects of this Transformation Initiative were then re-planned over a longer duration “to phase the
rollout in a series of manageable steps over a number of years.” 203
In F2011, when the original EAR was approved, and in F2012, when the first revision to the EAR was approved,
the CFO had the ability to authorize expenditures up to $20 million if they were part of an approved plan, and
nothing ex plan. The CEO was authorized to approve planned expenditures up to $50 million, and ex plan items
up to $20 million. 204

5.3.2.1.1

Positions of the parties

BC Hydro states that its “reporting of IT&T projects and expenditures to the BCUC have been fully in accordance
with the expectations of the BCUC and interveners” and that BC Hydro is not aware of any failures in spending
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oversight in connection with the adoption of the SAP Strategy.” 205 However, BC Hydro provides a list of financial
control failures with regards to the PSW project:
•

$3 million spent prior to first EAR approval;

•

Preliminary business case – EAR was approved by the CIO for $4.5 million when approval limit was $3
million;

•

EAR revision approved for $7.3 million but with no updated business case attached;

•

EAR revision approved for $10.5 million but with no business case attached;

•

Overspend of $4 million that was transferred to other projects; and

•

Steering Committee in place but ITDSP was not fully followed. 206

Dix alleges that no business case or EAR for the PSW project was provided to the BCUC. However, as he notes,
the PSW project appears in Appendix I of the F2012–F2014 RRA which was filed with the BCUC on March 1,
2011. He further states that Appendix I of the RRA provides a list of annual estimates for the project for F2011 to
F2015 of over $20 million, but with the final cost still "TBD". 207
The CEC notes that there were several governance issues with respect to the approval of expenditure requests
for the PSW project, including:
•

$3 million was spent prior to the first EAR approval; and

•

The original EAR for the PSW project was improperly authorized, as the most senior individual whose
signature appears on the document is the CIO, who in F2011 had signing authority of $3 million,
whereas the EAR was for $4.5 million. 208

5.3.2.1.2

Panel findings

The Panel notes that the evidence shows that the PSW project went through many stages of reconfiguration
and/or redefinition, with various approvals sought or at least warranted. This gives rise to three related
questions:
•

Did the PSW project suffer from de-scoping that precluded appropriate oversight and scrutiny by the BC
Hydro Board of Directors and/or the BCUC?

•

Did the re-allocation of part of the PSW project to the Transformation Initiative suffer from the same
problem?

•

Regardless of the findings on the first two questions, did the PSW project suffer from inappropriate
oversight and scrutiny at levels below the Board?

Question 1 - Did the PSW project suffer from de-scoping that precluded appropriate oversight and
scrutiny by the BC Hydro Board of Directors and/or the BCUC?
The Panel notes that no business case or EAR was submitted to the BCUC for the PSW project. However, the
existence of the project was disclosed to the BCUC during its design phase, and by the time it became an
implementation project the total cost was below $20 million. Based on this information in isolation, the Panel
would agree that the PSW project was properly reported to the BCUC.
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Looking more broadly, however, the Panel notes that the Preliminary Business Case for the PSW project
contained a total project cost (including design and implementation) estimated between $22 million and
$40.7 million, 209 rising to a higher estimate of $51.7 million 210 during a subsequent revision. At the highest
estimate (i.e. over $50 million), the project should have triggered Board and BCUC approval. That said, even at
estimates below that maximum budget estimate, the project clearly indicated costs in excess of $20 million,
which would warrant approval requests different from those actually brought forward (i.e. an initial approval
request for a “total expected amount” of $4.4 million, and subsequently for a total of $7.3 million). Whether
formally triggering Board and/or BCUC approval, the correct approval process would have most certainly
demanded approvals at higher levels than the CIO.
While the Panel finds no evidence of intentional de-scoping of the PSW project to avoid scrutiny, the Panel
concludes that the process did suffer from at least ambiguity and/or confusion as to appropriate oversight and
governance.

Question 2 - Did the re-allocation of part of the PSW project to the Transformation Initiative suffer from
de-scoping that precluded appropriate oversight and scrutiny by the Board and/or the BCUC?
BC Hydro acknowledges that the budget for the Transformation Initiative technology projects was such that a
section 44.2 disclosure was appropriate, and that it had planned to make such a filing. 211 Then, these technology
projects were rescheduled “to reduce risk,” and as a result, no section 44.2 filing was made. BC Hydro’s
argument and Reimer’s testimony is that the PSW project was implemented in stages to “de-risk” the project.
The Panel views this explanation to be compelling from a project management point of view; however, as noted
earlier in this Report, project management and project approval are very different things.
While the Panel finds no evidence of deliberate attempts to avoid scrutiny by de-scoping the project and moving
the scope to the Transformation Initiative, the effect of this change to the timing of the work was that, once
again, the scrutiny that would have been applied by the BCUC to the expenditure under a section 44.2 filing was
avoided.

Question 3 - Did the PSW project suffer from inappropriate oversight and scrutiny at levels below the
Board?
The Panel agrees that the control failures identified by BC Hydro were, in fact, failures: i.e. the project was
initiated prior to receiving approval; the authorization provided by the CIO was improper; and the second
revision to the EAR was improperly approved, being presented/approved without a business case.
Even at the low end of the range, the PSW project estimate exceeded $20 million. So, while the total cost was
known to be over $22 million, the original EAR was approved at only $4.4 million. The first EAR was signed by
three individuals, the most senior being the CIO. The first revision was signed by six individuals, the most senior
being the CFO. The CEO did not sign either revision, since the EARs contained the phrase “CEO Approval Not
Required”. 212
BC Hydro’s approach to the PSW project changed in May 2012. 213 Most of the scope of the project was allocated
to the Transformation Initiative, and the remaining implementation work approved in a second revision to the
EAR. This second revision to the EAR, dated September 14, 2012, increased the authorized amount to $10.5
million to “implement interfaces between SAP and the legacy management systems”. 214 This, then, was explicitly
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a request for approval of an implementation project. As BC Hydro has confirmed, there was no business case
attached to the second revision of the EAR, despite the scope of the project having changed significantly since
the earlier two versions of the EAR had been approved. 215 And yet, the expenditures of $10.5 million were
approved regardless. As previously noted, the BC Hydro Business Case Requirements procedure states that a
business case is required for any project (or initiative) requiring investment, expenditure or commitment which
has significant impact on business operations, creates material risk, and/or where there are credible alternatives
to a recommended course of action. 216 The most senior executive to sign the second revision to the EAR was the
CFO, who in F2013 had authority to approve planned expenditures of up to $20 million. While this was the
appropriate level of authority for an expenditure of $10.5 million, the absence of a business case means that the
second revision was improperly approved.
In summary regarding the PSW project, the Panel finds that the manner in which the PSW project was
approved and subsequently transferred in part to the Transformation Initiative prevented its appropriate
scrutiny by the BC Hydro Board of Directors and by the BCUC. Further, appropriate scrutiny and approvals for
the PSW project were absent at the required levels below the Board.

5.3.2.2 SAP Financials project
The evidence regarding this project can be segregated into three categories: information pertaining to the SAP
Financials project; information pertaining to projects supporting SAP Financials; and information pertaining to
the necessary software licences.

Evidence pertaining to the SAP Financial project
The EAR covering the implementation of the SAP Financials project authorized an amount of $18.7 million. 217
BC Hydro states that the related projects were as follows: 218
Table 8 – Actual SAP-related Project Initiative Expenditures F2009–F2016 - Project 27–40
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In total, based on the above table, $23.5 million was spent on the SAP Financials module.

Evidence pertaining to projects supporting SAP Financials
The business case attached to the SAP Financials EAR, in the section “Appendix B – Key Supporting Assumptions”
under the heading “Cost,” states:
A separate business case, will be approved to provide SAP infrastructure that is necessary to
support this Project, as well as future SAP implementations (that replace BC Hydro’s PeopleSoft
HR systems and Ventyx Passport / Work Management systems) that are contemplated to occur
in the future and that are aligned with BC Hydro's IT&T Strategy. 219
In EAR Revision 0 for the SAP Enterprise Program Common Infrastructure project, which was for an amount of
$4.34 million, the project description was as follows:
This business case seeks funding to facilitate delivery of the IT&T strategy through the
provisioning of the necessary common SAP infrastructure components, which will enable the
Program to rollout functionality beyond the existing Customer processes. The business case
covers the procurement and basic installation of these base components. Then as various SAP
initiatives proceed over the coming years, each of the individual initiatives will leverage and
further configure these components under the common purpose of creating a user-centric,
seamless, consistent, integrated overall ERP experience and environment. 220

Evidence pertaining to the licences
The original EAR for SAP Financials Licensing (Project ID 1122961) was created on September 30, 2008 for an
amount of $3.8 million ($1.5 million of capital costs and $2.2 million of operating costs). It appears based on this
document that although the EAR was created in September 2008, the approvals were not received until
December 2008. The project description included with this EAR was as follows:
This is required to secure the first phase of SAP licensing to support BC Hydro’s SAP program. To
execute the IT&T strategy, it is evident that additional SAP licensing will be needed, so this is the
first stage of that acquisition. 221
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The EAR was revised on March 25, 2009 for a new total value of $3.3 million. The business case attached to the
EAR revision states that the $3.3 million worth of licences would be sufficient for the SAP Financials project, as
well as providing partial licencing for the Project and Portfolio Management, Human Resources, Work
Management, and Supply Chain modules, among other functions. Redacted justification is provided for why
BC Hydro considered it more economic to purchase these licences ahead of its need to use them. 222 Revision 2
(dated March 15, 2010) of the EAR increased the approved amount to $4.4 million, 223 and Revision 3 (dated
December 11, 2012) increased the amount to $5.8 million. 224

5.3.2.2.1

Positions of the parties

Dix argues that costs associated with SAP licences, common infrastructure and enterprise service bus (ESB)
should have been included, bringing the total cost of the SAP Financials project over $30 million, and hence
exceeding the $20 million threshold for Board approval. 225
The CEC argues that “the breakdown of the SAP Platform into smaller projects effectively, if not intentionally,
bypassed Commission review.” 226

5.3.2.2.2

Panel findings

With regard to the expenditures directly related to the SAP Financials module, the Panel notes that the original
EAR request was for $18.7 million, an amount below thresholds that requires Board approval or notification to
the BCUC. That said, the question is whether any of the actual incurred $23.5 million for the project could have
been reasonably anticipated at the time the EAR was submitted, and therefore should have been included in the
request.
The following five projects listed below have a total cost of $3.75 million. The three enhancement projects
(items 2–4 below) have a total cost of $3 million ($2.999 million).
1. The SAP GRC implementation ($0.36 million) involved configuring and installing “portions of the SAP
Governance, Risk and Compliance (GRC) Access Control Suite within BC Hydro’s SAP ERP.” 227
2. SAP Financial Reporting Enhancements – F13 ($1.65 million) was to provide reporting “to support the
monthly financial management packages and month end variance analysis.” 228
3. SAP Financials - Reporting Enhancements F11/12 ($1.04 million) was to support “management reporting
and internal compliance.” The EAR states that this was anticipated in the original business case for SAP
Financials. 229
4. Financial Reporting Enhancements F15/F16 ($0.31 million) was for “financial reporting
enhancements.” 230
5. PeopleSoft decommissioning ($0.40 million) applied to both SAP Financials and SAP Human Resources,
and is not listed above. 231
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The Panel is of the view that all five of these projects could have, to at least some degree, reasonably been
anticipated when approval was first sought for the SAP Financials project. The EAR for the SAP Financials
reporting enhancements F11/12 even explicitly states that the work was anticipated in the SAP Financials
business case. The primary implementation project associated with SAP Financials was approved at $18.7
million. Had even half the effort subsequently identified been included at the time, the total cost requiring
approval would have been over $20 million.
As Dix alleged, it appears to the Panel that this project was kept “conveniently under the $20 million
threshold” 232 by excluding from the initial project work that was known to be required, and subsequently having
it approved in separate requests. Accordingly, the Panel finds that more than $20 million worth of work was
required to implement SAP Financials, and BC Hydro did not seek the appropriate approvals from the BCUC
for the expenditure of that total amount.
With regard to the supporting project (the Enterprise Program Common Infrastructure project), it is clear to the
Panel that the SAP Financials project required this infrastructure to be put into place in order for the SAP
Financials project to be successful. It is also clear that BC Hydro management understood that the SAP Financials
project costs were only sufficient at the requested level if the cost of the enabling infrastructure was approved
under a separate request. The question therefore arises as to whether the business case for the SAP Financials
project should have included the costs of the SAP Enterprise Program Common Infrastructure project.
The EAR procedure states that “a Program can be subdivided into separate projects if each project is discrete
and can be completed and placed into operation independently of other projects within the program. Each
project that is part of an approved Program shall have a separate EAR with an approval based on the cost of that
project.” 233 The Panel does not consider that this option for subdividing project elements is applicable in this
situation: the SAP Enterprise Program Common Infrastructure project could not meaningfully have been “placed
into operation” independently of SAP Financials, or any other SAP module. Or said another way, the Enterprise
Program Common Infrastructure project conferred no business/operational benefits of its own, save for
enabling other projects.
The Panel finds that BC Hydro should have combined the Enterprise Program Common Infrastructure Project
and SAP Financials for approval purposes, and that by separating them BC Hydro did not seek the appropriate
approvals for the total amount.
Turning to the licencing issue, the EAR procedure states: “Multiple projects that are intended to be run as a
program, or that have a common objective with similar characteristics, shall be consolidated into one Program
Initiative for approval purposes. Approval is required at the FAAP level for the entire program.” 234
The Panel considers this directive to be clear: licencing costs for the SAP module(s) should have been
incorporated into the SAP Financials project. What is perhaps less clear is what dollar value should have been
used. Inclusion of the revised EAR to obtain approval for a total of $3.3 million worth of licenses would have
increased the SAP Financials project over $20 million. However, not all the licences in this approval were related
to SAP Financials, so it is less clear that the EAR procedure would demand that the total amount of the approvals
be consolidated. Regardless, it is clear that some amount for SAP licences for SAP Financials was required, and
was not included in the EAR or business case for this project. The Panel finds that the cost of the SAP licences
associated with the SAP Financials project should have been approved as part of the expenditure approval for
SAP Financials.
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The Panel also finds it instructive to consider the way that approval for funding the SAP Financials project was
revised. The history of revisions for the EAR related to the Enterprise Financials Upgrade project is as follows:
Table 9 – History of EAR Revisions for SAP Financials Project
Dix IR
1.16.0
Attachment
Number

PDF Page
Reference

EAR
Revision
Number

Amount
Approved

Scope (as per EAR)

Date

56

231

0

$750,000

Assessment and plan

July 8, 2008

57

237

1

$5,378,000

Assessment and plan

February 5, 2009

58

272

2

$18,700,000

Implementation

July 13, 2009

59

313

3

19,899,000

Assessment and plan

August 18, 2010

The final revision, erroneously described as an “Assessment and plan” in the EAR, added $1.2 million “to cover
additional…costs to completion”. 235 This revision took the total approved amount to $19.9 million.
This $1.2 million worth of enhancements was deemed to be an extension of the SAP Financials project, and thus
the costs were approved as an extension to the EAR. However, the next $3 million of enhancements were
deemed not to be related to the SAP Financials project, and approval was sought separately for them as part of
another project. The Panel does not believe it was a matter of chance that this division in the categorization of
the enhancements should occur so close to the maximum amount before the approved project total reached
$20 million.
If the enhancements made to SAP Financials subsequent to those approved in Revision 3 had been included in
the Enterprise Financials Upgrade project, the latter would have exceeded $20 million in total cost, which would
then have required additional levels of approval and reporting.
The Panel finds that BC Hydro did not properly follow its expenditure authorization procedures with regards
to enhancement projects related to the SAP Financials implementation.

5.3.3 Overall Panel findings on Section 5.3 of the SAP Inquiry Report
The Panel has found a pattern of costs being segregated/characterized in such a way that BC Hydro Board and
BCUC scrutiny were avoided on numerous occasions associated with the SAP initiative, and at multiple levels of
decision-making. Decisions such as the approval of the SAP Strategy and approvals of EARs associated with SAP
projects were structured and approved with the result that they were below the thresholds whereby they would
attract the scrutiny of the Board, CEO or the BCUC.
Further, BC Hydro’s business case procedures state that for projects costing over $20 million the impact of the
projects and the realization of their proposed benefits must be assessed, whereas this assessment is optional for
projects costing under $20 million. By keeping projects of a size where they were estimated to cost less than $20
million, in addition to avoiding Board and BCUC scrutiny, the requirement to assess the impact of and benefits
realized by projects was avoided.
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The Panel finds that the expenditures related to SAP escaped the proper degree of scrutiny as a result of the
manner in which their approvals were sought.

5.4

Was the appropriate level of detail and rigour applied to the approvals for SAP initiatives?

In this section the Panel explores two related questions: what analysis should have been performed to support
the SAP Decision, and was the appropriate level of detail and rigour applied to the approvals of individual SAP
projects?
At first glance, these questions may seem to address ground already covered in this Report: the Panel has
already ruled that some approvals were made at an inappropriate level within the organization and/or were
based on absent, but necessary, supporting material (e.g. business case and/or EAR). As will become clearer in
the discussion that follows, the important nuance to the analysis undertaken in this section of the Report is that
it examines the “what” (substantive analysis) that supported the approvals, as opposed to the prior analysis that
focused on the “who” (level) or “how” (which formal documents).

5.4.1 What analysis should have been performed to support the SAP Decision?
BC Hydro provides the basis on which the SAP Strategy decision was made, including its overall fit and
functionality, being a proven solution at BC Hydro and other utilities, and there being limited alternatives
available at the time. 236
The analysis provided to the Executive Team at the time the decision was made is also provided. This consisted
of a nine-page PowerPoint presentation 237 and a four-page memo, 238 both covering the same topics. With
respect to the SAP Decision, the material states that two options were considered: “best of breed” and a “single
ERP.” The results of the analysis were presented as follows:
The analysis was based on cross-functional process needs, integrated databases for single
source, and total cost of ownership. We also looked at what the industry is using and what was
considered best practice. Clearly, SAP is the industry leader and there have been many
successful deployments in utilities similar to BC Hydro (over 1100 electricity, gas, and water
utilities in 70 countries run SAP). We are therefore considering the recommendation of
deploying an SAP environment. We currently use SAP successfully in the customer side, and
could INCREMENTALLY deploy it in the financial and operational business groups over a 3-5 year
period. 239
No quantitative analysis of the two options was presented.
The financial implications of the SAP Strategy were summarized, including the capital cost of $170 million, and
anticipated operating cost reductions of $6 million to $8 million per year, primarily from reduced spending in the
CIO’s office. The Executive Team was told that “additional savings that may exist in the business units or
additional business benefits from the new projects or optimization within the business units” had not been
developed. 240
BC Hydro provided no supporting documentation to justify the estimate of $32 – 38 million incremental capital
expenditures quoted in the presentations to the Executive Team. 241
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5.4.1.1 Positions of the parties
In its Final Argument, BC Hydro defines the term “SAP Strategy” as the decision “to move incrementally to a
single ERP system and to use SAP as the default ERP solution,” 242 adding that the SAP Strategy is not a single
project, and that to treat it as such would “not be consistent with BC Hydro’s policies or with good project
management practices.” 243 BC Hydro argues that it has “rigorous, multi-layered approval and oversight controls
and processes related to the authorization and governance of IT&T capital expenditures and projects.” 244
The CEC disagrees, and argues that, with respect to the SAP expenditures, BC Hydro’s controls are “lacking in
due diligence, appropriate evaluation, proper financial governance and effective decision-making.” 245
The CEC argues that the SAP Strategy “was not adequately tested at a high level.” 246 It considers that there is a
“significant difference in the duty of care” 247 for a decision of the magnitude of the SAP Strategy than for the
projects which result from the decision, adding that “it would not have been beyond the ability of the utility to
have conducted such an analysis, particularly prior to the investment, which may have been easier and certainly
more appropriately executed at the higher SAP Strategy decision level.” 248 The CEC recommends that BC Hydro
develop guidelines “to ensure that ‘strategic decisions’ affecting significant spending will receive the review and
financial oversight commensurate with their impact.” 249
BC Hydro states in its Reply Argument that the CEC “relies on a false premise that is misguided and
demonstrates a fundamental misunderstanding of the purpose of IT&T systems generally.” 250 BC Hydro further
states that “[t]he CEC’s overarching assessment is based on the false premise that the impetus for investing in
IT&T projects should be driven by financial benefit and have ‘cost-saving’ as a primary goal. This assertion
demonstrates a fundamental misunderstanding of IT infrastructure and the critical importance these systems
play in the running of day-to-day operations at a major company like BC Hydro.” 251
BC Hydro states that it agrees with the CEC’s contention that BC Hydro has not provided quantitative financial
assessments of the projects examined in the SAP Inquiry, but argues that this is in no way a basis for criticism. BC
Hydro points out that the BCUC, in its recent approval of BC Hydro’s Supply Chain Applications, explicitly
acknowledged that IT&T benefits cannot always be quantified, and accepted the Supply Chain Applications as
being entirely reasonable. 252

5.4.1.2 Panel findings
When considering the decision to adopt SAP, BC Hydro examined two alternatives: “best of breed” and a “single
ERP.” The Panel understands “single ERP” in this context to refer to one single software product which would
support all the critical operational and administrative functions of BC Hydro. This is in contrast to the “best of
breed” alternative, whereby BC Hydro would choose the most appropriate software product to support each
individual business function, with the result that there would be multiple products and therefore the likelihood
of interconnectivity issues. This latter approach, adopted by BC Hydro since the mid-1990s, had led to the
selection of software from multiple vendors. 253
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Regardless of who was responsible for developing the strategy and, separately, approving the strategy, the
Panel is concerned with the depth of analysis upon which the organization was willing to make this choice. The
argument in favour of the “single ERP” alternative was presented in two sentences:
The analysis was based on cross-functional process needs, integrated databases for single
source, and total cost of ownership. We also looked at what the industry is using and what was
considered best practice. 254
Given the magnitude of the decision, both its $170 million capital cost and the operational implications across
the company, the Panel considers two sentences to be insufficient justification for the decision.
Thus, the Panel finds that the BC Hydro Executive Team made the decision to choose a single ERP over the
“best of breed” approach based on inadequate analysis. To be clear, the Panel takes no position as to the
correctness of the choice to abandon “best of breed” in favour of a single ERP, but singularly to the superficiality
of the analysis upon which it was justified.
Having “made the case” for the single ERP, the entirety of the justification presented to the Executive Team in
support of selecting SAP as the software vendor was presented in three sentences:
Clearly, SAP is the industry leader and there have been many successful deployments in utilities
similar to BC Hydro (over 1100 electricity, gas, and water utilities in 70 countries run SAP). We
are therefore considering the recommendation of deploying an SAP environment. We currently
use SAP successfully in the customer side, and could INCREMENTALLY deploy it in the financial
and operational business groups over a 3-5 year period. 255
Here again, the Panel is of the view that for a decision of this magnitude, this analysis is inadequate. It does not
specifically consider any alternative software products to SAP, despite having since acknowledged that
PeopleSoft, PassPort, JD Edwards and Oracle Suite were all in use at BC Hydro at the time. 256 These software
products, and any others not in use at the time, were dismissed with the phrase “Clearly, SAP is the industry
leader,” without even the most passing evidentiary support for this assertion. The Panel finds that the BC Hydro
Executive Team selected SAP as its single ERP software vendor based on inadequate analysis. Again, what is at
issue here is not the correctness of the decision, but rather the superficiality of the analysis that was undertaken
and used by BC Hydro in its decision-making process.
In turning to the question of adequate financial justification to support the SAP Decision, the Panel notes that
BC Hydro does not dispute that the decision was made in the absence of a financial analysis, but rather argues
that the absence of the analysis is not justifiable cause for criticism. The Panel disagrees: in the absence of an
adequate financial justification, the choices of a single ERP software vendor, and of SAP as that vendor, were
never adequately assessed in terms of “value for money,” as they should have been.
The Panel does not disagree with BC Hydro’s observations that “systems cost money,” and that their benefits “of
which there are many, are often qualitative and not easily quantified in financial terms.” 257 However, those
assertions do not justify exempting IT&T-related investments from financial review. The Panel takes issue with
BC Hydro’s argument that the CEC’s position demonstrates a “fundamental misunderstanding of the purpose of
IT&T systems,” and if anything, the Panel considers BC Hydro’s rejoinder to suggest that it is BC Hydro that
demonstrates a fundamental misunderstanding of the basis for approving major investments.
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Turning to BC Hydro’s reference to the Supply Chain Applications decision by the BCUC (Decision and Order
G-158-17), the Panel acknowledges that the decision did agree with BC Hydro’s assertion that not all IT&T costs
are easily quantifiable, and nonetheless approved capital expenditures of between $22.5 million and $29.7
million as being in the public interest. But here again, the BCUC’s agreement that not all benefits were
quantifiable did not stop the BCUC from holding BC Hydro to account to justify the net benefits of the Supply
Chain Applications project. In fact, in the Supply Chain Applications submissions, BC Hydro made much of the
quantified benefits of the project, having estimated them to be between $7.3 million and $15.7 million per year
in cost reductions, and between $9.3 million and $18.5 million in effort reduction savings. 258 BC Hydro went on
to calculate the net present value of the investment in the project as being between $2.2 million and $103.2
million. 259 The BCUC wrote in the Supply Chain Applications decision that the approval was premised at least in
part on the “work which has been done to identify and quantify the value of the benefits resulting from
implementing the SCA project.” 260 Thus, this Panel notes that BC Hydro justified the Supply Chain Applications
project on the basis of value for money, and the BCUC accepted that justification. In short, when put to the task,
BC Hydro has demonstrated that a financial analysis can be conducted even in situations where there are
benefits that are not easily quantifiable.
For the reasons cited above, the Panel finds that the SAP Strategy was put forward without any meaningful
attempt to quantify the value of the SAP investment being proposed, and that the Executive Team made the
SAP Decision on the basis of inadequate financial analysis.

5.4.2 Was the appropriate level of detail and rigour applied to the approvals of individual
SAP projects?
Following the Executive Team’s decision to adopt the SAP Strategy, business cases were prepared for all of the
individual projects which materially represented each SAP module. Thus, for example, BC Hydro prepared a
business case for the “Enterprise Financials Upgrade” project, which accounted for the majority of the costs of
the SAP Financials module.
As noted in the prior section, BC Hydro agrees with the CEC’s assertion that in none of the business cases
examined in the SAP Inquiry did BC Hydro provide a quantitative financial assessment of the project. 261
BC Hydro’s business case procedures state the following: 262
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5.4.2.1 Positions of the parties
The CEC argues that the SAP-related EARs have “no specific requirement for a financial justification,” or
requirement for the financial impact to be positive. 263 Further, it argues that the business case analysis of the
individual SAP projects was “inadequate at best,” and hence that “there is at present no adequate financial
justification documentation available” for the SAP-related spending.
BC Hydro describes the CEC’s criticism regarding the absence of a quantitative analysis for any of the approvals
as an “overarching” theme that is repeatedly made by the CEC (i.e. pertaining to the SAP Decision and individual
projects), and thus BC Hydro provides a single unified rebuttal in its Reply Argument. 264 Hence, to avoid
repetition, BC Hydro’s position summarized in Section 5.4.1.1 of the Report is not replicated here.

5.4.2.2 Panel findings
The Panel uses the SAP Financials business case to elaborate on the reasoning underlying our determination in
this matter.
The SAP Financials EAR and accompanying business case were used to justify an investment decision of $18.7
million. 265 This was the first SAP module whose implementation expense was approved after the SAP Decision.
The SAP Financials business case, as required by BC Hydro’s policies and procedures, contained a section on
“alternatives.” With reference to the choice of SAP Financials, the business case states:
A key component of BC Hydro's IT&T Strategy is to simplify and standardize the overall IT
landscape with minimal customization. According to this strategy, each major IT or systems
initiative will complete the business process design and business functional requirements prior
to software design, with SAP assumed to be a default solution if it can meet BC Hydro's current
and future business needs. BC Hydro's Finance and IT groups have completed an assessment
process and have concluded that SAP Financials will meet BC Hydro's functional
requirements. 266 [emphasis added]
In short, on the basis that SAP Financials met the business needs of BC Hydro’s Finance and IT&T groups, no
alternatives to SAP were actually considered.
Even if the SAP Decision had been subject to a rigorous business case analysis, which it was not, the Panel is still
troubled by the absence of any evaluation of alternatives for individual SAP projects.
As BC Hydro has observed during the SAP Inquiry, its belief is that the SAP Decision provided high level strategic
direction only, and each module/project was to be subjected to rigorous analysis when the time came. However,
as can be seen from the business case for the SAP Financials project, individual SAP projects relied in turn on the
approval of the SAP Strategy for their justification. No “different and realistic approaches” were evaluated, once
SAP was considered to have met the needs in a particular business area. This circularity meant, in effect, that
SAP projects were justified neither at the overall level nor at the project level.
The Panel acknowledges that the SAP Financials business case considered three alternatives for how to
implement the SAP Financials (using a single systems integrator, a lead integrator with participation from other
vendors, and having BC Hydro manage its contractors), 267 and the Panel commends BC Hydro for its choice of
263
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the lowest-cost option in this regard. However, this inclusion of implementation options, while admirable, does
not substitute for what the Panel considers to be required in terms of including an assessment of alternative
solutions, as stated in the paragraph immediately above.
The Panel finds that the SAP Financials business case failed to meaningfully assess alternative solutions. And,
the Panel considers BC Hydro’s arguments that, on the one hand the SAP Decision was not the time/place for
reviewing a business case, and on the other hand the SAP Decision provided sufficient guidance to the projectlevel analysis to justify a limited business case, to be extremely troubling: in effect the SAP Decision usurped the
financial controls that BC Hydro had in place with respect to a proper business case analysis.
Closely related to the issue of alternatives analysis, the Panel also looked at the issue from the perspective of
financial analysis.
BC Hydro’s business case procedure has a section called “project impacts and benefits realization,” 268 which
describes how the impacts and benefits of projects are to be measured. All business cases require an “impacts
and benefits realization table” to be completed, but only business cases in excess of $20 million also require an
“impacts and benefits realisation methodology table” 269 and require that an impacts and benefits evaluation is
conducted. The SAP Financials business case included neither table. Rather, the expenditure of $18.7 million on
SAP Financials references how the project “will conform to BC Hydro's Information Technology &
Telecommunications (IT&T) Strategy to leverage a single SAP ERP environment, facilitating enablement of IT
sustainment cost savings in the long-term.” 270
The Panel is troubled by the fact that the financial benefits for the SAP Financials implementation were
identified as coming from “finance savings / efficiencies,” and “IT savings / efficiencies,” but no attempt was
made to quantify any of these benefits. 271 The business case was no more than a repetition of the costs set out
in the EAR, with some added descriptive text. And particularly in the absence of the quantification of financial
benefits as part of the SAP Decision, the end result was that no value-for-money assessment was undertaken at
either level.
The Panel finds that the business case for the SAP Financials module implementation was deficient in not
attempting to quantify the benefits associated with the implementation.
Extending our thinking from the particular to the general, BC Hydro acknowledges that none of the SAP project
business cases had the kind of financial analyses discussed above. And while a reliance on the SAP Decision as a
basis on which to obviate the need for a meaningful assessment of alternatives is not as conclusively
documented/acknowledged, it appears to have been a theme running through the five modules. Hence, the
Panel’s findings regarding the deficiencies in the business case for the SAP Financials module appear to be
broadly applicable to the full array of SAP-related business cases.

5.5

Were BC Hydro’s Controls appropriate for IT&T project delivery governance?

BC Hydro provides considerable detail regarding its IT&T project delivery governance processes and practices. A
summary is provided here.
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IT&T Project delivery governance and oversight
BC Hydro describes a number of “key roles” through which IT&T project delivery governance is performed,
including the project initiator, project sponsor and project manager. The project initiator is described as:
…responsible for defining and justifying the project and for securing financial approvals. The
project is defined by signing the original and revisions to the Statement of Objectives and
justified by approval of the original and revisions to the business case. The role of the Project
Initiator is to manage the overall strategic direction of the project and relationships with the
involved business units and Consolidated Information Filing Inquiry of Expenditures related to
the adoption of the SAP Platform key stakeholders at a senior management level. 272
The project sponsor is described as:
…a senior manager designated to support the success of the project. The role of the Project
Sponsor is to provide executive level direction to the project and secure project funding. The
Project Sponsor assumes authority over and responsibility for the project, the operationalization
of the project’s outcomes and the benefits realization. 273
The project manager is described as:
…the person with appropriate qualifications who is assigned the responsibility of leading the
project team to complete the objectives of the project. The Project Manager is the person with
the single point of accountability for the project. 274
BC Hydro describes the role of the project steering committee, which exists:
…to provide Senior Executive-level direction to the project and resolve issues that cannot be
resolved by the Project Manager and the project team, or any issues that occur between the
business units. The Project Sponsor and the Project Initiator are members of the Steering
Committees. 275
The standardized approach to governing IT&T projects at BC Hydro is set out in the IT Delivery Standard
Practices (ITDSP) framework. All projects must follow ITDSP, or seek formal approval from the Technology
Project Management Office (PMO). ITDSP is built around the concept of a project lifecycle, where projects are
considered to be composed of phases separated by “gate reviews”: 276
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Figure 2 – ITDSP Framework Explained

The gate reviews are “go / no go decisions” governed by BC Hydro’s Technology PMO, which sets standards for
IT&T project delivery and to whom individual projects provide regular reporting. 277 The gate reviews:
…involve examining the key project deliverables at the gate being reviewed, and verifying that
the proposed project solution remains aligned with the stated project business drivers and that
the gate requirements have been met. 278
Major revisions were made to ITDSP in early 2013, including a simplification of the project lifecycle, addition of
the ability to tailor the lifecycle, and alignment of the lifecycle with the standard BC Hydro Project Management
Procedure and PPM lifecycle. 279

Internal audits of IT&T delivery processes, projects and project outcomes
BC Hydro describes how its Audit Services group “conducts periodic audits of IT&T delivery processes, projects
and adherence to solutions delivered by projects.” 280 It provides the example of the 2012 audit of the EMPower
project (2012 Audit), which implemented the SAP Human Resources module. This audit review led to
improvements in project delivery governance, including strengthening the Technology PMO and the revisions to
ITDSP described above.
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The 2012 Audit assessed the extent to which BC Hydro had complied with its own IT&T system development
process, but did not examine the EMPower project outcomes. The overall conclusions of the 2012 Audit were:
•

The project initiation and planning phases of the [EMPower] Project were not fully compliant with [BC
Hydro] Development Standards;

•

[BC Hydro] Development Standards were not followed for the design, development and test phases; and

•

Although the Project was implemented on schedule, it was not fully compliant with [BC Hydro]
Development Standards.281

A further audit into “IT capital planning and project delivery” was published in March 2016. Its summary
conclusion was:
Governance over IT investment spending and project delivery is appropriate with a defined
strategy and a layered governance structure. Key improvement areas relate to establishing a
benefit realization process, updating roles and responsibilities and documenting key
decisions. 282
This audit report made ten recommendations to management, all of which were agreed by management. The
first recommendation was that BC Hydro should “Develop a benefits realization and reporting process and
determine accountability,” 283 which management agreed to implement by March 31, 2018.

5.5.1 Positions of the parties
BC Hydro argues that its IT&T project delivery governance processes are “designed appropriately to provide a
standardized, detailed and rigorous project management system.” 284 It cites an internal audit review of the IT&T
function, whose overall conclusion was:
Governance over IT investment spending and project delivery is appropriate with a defined
strategy and layered governance structure. Key improvement areas relate to establishing a
benefit realization process, updating roles and responsibilities and documenting key
decisions. 285
BC Hydro notes that there had been “numerous minor and a few major occurrences of non-compliance with
governance…standards and policies,” but that it made significant improvements in F2013, and since then a
“more robust and managed project delivery process has been in place.” 286
The CEC evaluates BC Hydro’s project delivery governance from the perspective of ensuring that “proper
cost/benefit evaluation is undertaken and measurable.” 287 It acknowledges that BC Hydro’s Technology group
will be implementing a benefit realization process by March 31, 2018, but takes the position that without
including quantitative benefit/cost analysis it would be deficient.
The CEC adds that the project delivery framework “appears to be properly functional at this time” and
commends BC Hydro for the improvements it has made in this regard. 288
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BC Hydro does not reply specifically to the CEC’s points on project delivery governance, but addresses the CEC’s
overarching focus on cost/benefit analysis. As previously described, BC Hydro points out that not all benefits of
IT&T projects can be quantified, and the CEC’s argument demonstrates a “fundamental misunderstanding of IT
infrastructure.” 289

5.5.2 Panel findings
BC Hydro has presented an extensive, well-documented project delivery governance approach. This approach
addresses the lifecycle of projects from initiation to completion, has multiple levels of review including an audit
function, and allows for flexibility where justified. The CEC is satisfied that the approach is “properly functional
at this time,” and the Panel agrees. The Panel finds that BC Hydro’s Controls for IT&T project delivery
governance that were in place in 2008 were appropriate.
The Panel notes that the IT&T project delivery governance approach has evolved since 2009, and BC Hydro
appears to have responded positively and constructively to criticism from the audit reports which have analyzed
the approach in 2012 and 2016.
One area that the 2012 Audit considered a weakness was the absence of a benefits realization process and lack
of accountability in this regard, and BC Hydro management has committed to address these points by March 31,
2018. The CEC argues that the implementation of a benefits realization process would be deficient if it did not
include an analysis of quantified project costs and benefits.
The Panel acknowledges BC Hydro’s position that not all the benefits of IT&T projects can be quantified.
However, as the Panel has already noted, BC Hydro based its recent application for expenses associated with the
SAP Supply Chain Application in part on quantified benefits and a positive net present value. BC Hydro has thus
demonstrated that it is possible, with sufficient effort, to identify financial benefits to IT&T systems and to
quantify at least some of those benefits.
As BC Hydro’s business case procedure documentation notes:
If a project benefit or impact cannot be measured quantitatively, or with objective qualitative
measures (e.g., low, medium, high measures), re-assess whether the benefit can be attributed
to the project at all. If not, the benefit should be dropped altogether. 290
The Panel does not consider it ought to be a requirement that all projects, IT&T or otherwise, should have a
positive financial net present value in order to be justified. However, unless BC Hydro attempts to quantify the
financial benefits of its IT&T projects, there is a danger that approvals will be based too much on qualitative
factors, and that important opportunities to examine lower-cost alternatives will be lost.
Therefore, the Panel finds that BC Hydro should ensure its benefits realization process for IT&T projects
includes an analysis of the quantified benefits and costs of each project, and that proper accountability for the
realization of benefits is assigned.

5.6

Did BC Hydro’s Controls ensure that management responded appropriately to governance
complaints/issues?

In April 2010, BC Hydro’s Code of Conduct Advisor received the 2010 Complaint containing what BC Hydro
describes as “serious allegations” 291 regarding a possible breach of BC Hydro’s code of conduct “in relation to
289
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disclosures on the scope and cost of the IT&T plan in general and the Enterprise Financial Upgrade project
specifically.” 292 The 2010 Complaint was first referenced by BC Hydro in the cover letter to BC Hydro’s responses
to BCUC IR No. 1 in the SAP Inquiry:
BC Hydro also notes that during our review of materials while preparing our January 8, 2016
submission, we reviewed a relevant Human Resource (HR) matter that arose in 2010. Due to the
confidentiality of such matters, BC Hydro has not included this document herein but raises that
fact to the attention of the Commission. 293
BC Hydro first investigated the 2010 Complaint in 2010 (the 2010 Review), undertaking an “an extensive search
and review of all internal records related to that complaint.” 294 Following the complaint from Dix which led to
the SAP Inquiry, BC Hydro completed an investigation into the review of the circumstances surrounding the
events described in the 2010 Complaint. A report was prepared, titled the Cultural Review: Code of Conduct
Investigation, dated April 1, 2016 (2016 Review Report).
The Panel agrees with BC Hydro that the 2010 Complaint is relevant to the SAP Inquiry, as noted above, and
considers it important for BC Hydro’s controls to have a well-functioning Complaint Process. Given that a serious
complaint relevant to the SAP Inquiry was received and investigated by BC Hydro, the Panel finds it both
appropriate and important to consider whether BC Hydro’s Complaint Process was “appropriately designed and
operating effectively with respect to management’s review and oversight of SAP-related expenditures.”

BC Hydro review of the 2010 Complaint
BC Hydro describes the process in place in 2010 for handling the 2010 Complaint as follows:
In 2010, Code of Conduct concerns were reported to the independent Code of Conduct Advisor (a
contractor). The Code of Conduct Advisor would forward a report of a potential breach of the Code of
Conduct, on an anonymous basis, to BC Hydro's Director of Audit Services who would lead the review of
the allegations.
…
The Director of Audit Services would lead the review of the allegations in coordination with
representatives of the Corporate Human Resources group, Corporate Security group and/or the Legal
Department as required.
…
The Director of Audit Services reported the findings to the Code of Conduct Advisor, the Chair of the
Audit and Risk Management Committee (ARMC) of the Board of Directors and the appropriate BC Hydro
officer(s).
…
The Director of Audit Services presented the report to the Chair of the ARMC in person. A summary
report was also provided to all ARMC members.
…
Any communication back to the complainant would have been by the Code of Conduct Advisor. BC
Hydro is not aware of any documents related to the Code of Conduct Advisor's communications with the
complainant. BC Hydro understands that the Code of Conduct Advisor's practice was to communicate
with reporting employees verbally and not by written correspondence. 295
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In an email correspondence contained in the Code of Conduct Filing, the Director of Audit Services stated the
following:
As discussed, I would like to perform this review jointly with a resource from our internal legal
group as reviewing the allegation would require understanding the legal requirements of the
regulatory rate application process, related hearings and evidential reports. In addition, this
legal resource would also provide input into any legal implications or sensitivities that we should
be aware of as part of our review. [emphasis added] 296
The conclusion of the 2010 Review was reported to the ARMC as follows:
Figure 3 – Employee Accounting & Auditing Concerns Reported During Q1, F2011 297

BC Hydro 2016 Review Report
As stated previously in the SAP Inquiry Report, in December 2015, Dix filed a complaint with the BCUC (Dix
Complaint), which BC Hydro describes as “virtually identical” to the 2010 Complaint. 298 In consideration of the
Dix Complaint, BC Hydro initiated the 2016 Review Report, which it described as follows:
Through the review of the [2010 Complaint], BC Hydro became concerned that the scope of the
Code of Conduct review in 2010 was too narrowly focused on the legal requirements for
testimony and document filings at Commission hearings and whether those legal requirements
were met. The 2010 review did not take into consideration whether or not the overall culture at
BC Hydro and its relationship with the Commission may have indicated a systemic problem. The
scope of the 2016 Review was therefore expanded to address these issues as set out in the
Terms of Reference for the 2016 Review listed below.
As stated in the January 8, 2016 response, BC Hydro believes that the testimony relating to IT& T
expenditures in the F2009/F2010 RRA oral hearing during October 2008, including the failure to
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update the Commission on the SAP strategy, did not attain the standards BC Hydro expects of
itself for its participation in regulatory processes before the Commission.
For this reason and to ensure a similar situation does not happen again, BC Hydro purposefully
designed the terms of reference for the 2016 Review to obtain further insight into the
judgements that led to those shortcomings during the 2008 hearing that are at the centre of
both the Code of Conduct Complaint submitted to the Code of Conduct Advisor in April 2010
and the complaint Mr. Dix submitted to the Commission in December 2015. Specifically the
terms of reference for the 2016 Review were:
1. To determine if BC Hydro had developed an overall culture and identified an approach to
its relationship with BCUC in 2008 and if so to determine what it was and what expectations
were communicated to its employees in the context of sharing information with BCUC.
2. To determine if the conduct demonstrated by BC Hydro staff aligned with our
expectations at the time (safety/service/integrity/accountability/teamwork/ingenuity).
3. To determine the nature of employees' understanding of the regulatory process and
evidentiary requirements.
4. To obtain learnings from the 2008 Regulatory Review Process to inform the development
of appropriate Regulatory practices in the future.
The 2016 Review also investigated whether there was an internal systemic problem in 2008,
why the complainant did not come forward with the concerns about the testimony during the
F2009/F2010 Revenue Requirements Application proceeding sooner, and why the Code of
Conduct Complaint indicated a misunderstanding of the nature of the SAP strategy and of BC
Hydro's financial oversight and project governance policies
While eight years had passed, the report on the 2016 Review concluded that there was no
evidence of an internal systemic problem in 2008, found no evidence of any intent to withhold
information from the Commission, and suggested that the shortcomings of the testimony in
2008 could be attributable to inexperience and a lack of understanding of the significance of the
regulatory process. 299
BC Hydro also stated the following in its response to the Dix Complaint submitted to the BCUC on January 8,
2016:
BC Hydro’s testimony relating to IT&T expenditures in the 2009/10 RRA including its failure to
produce the Plan promised to the Commission did not attain the standards BC Hydro expects of
itself for its participation in regulatory processes before the Commission. For this, I apologize to
the Commission.
I am disappointed in the content of the testimony on record, and the fact that it was not
subsequently corrected. That said, I also want to assure the Commission that I have seen no
evidence of an internal systemic problem and that following a thorough review of this matter,
my concern is limited to the matter of disclosure during this specific October 2008 oral
hearing. 300
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5.6.1 Positions of the parties
BC Hydro submits the following in its Final Argument:
In BC Hydro’s view, the thorough and detailed review by this Inquiry process has not identified
any issues in relation to the appropriateness of BC Hydro’s disclosures to the Commission
beyond the testimony and response to an undertaking given during the F09/10 RRA hearing in
October 2008, which BC Hydro addressed in its January 2016 Response. 301
…
BC Hydro has been clear since its January 2016 Response that the testimony at issue and the
response to Undertaking 62 at the 2008 hearing did not meet BC Hydro’s expectations for
complete, open and transparent answers. BC Hydro agrees that complete, open and
transparent answers to the questions at the hearing and to Undertaking 62 should have
included an update on the SAP Strategy and information that re-platforming to SAP Financials
had become the favoured option and work was underway to verify that SAP Financials will meet
BC Hydro’s requirements. 302
The CEC argues the following in its Final Argument:
…having a Code of Conduct complaint review and investigations taken over by the internal legal
department of BC Hydro to establish privilege in contemplation of litigation effectively turned
the process into a preparation for a legal defense of BC Hydro. The CEC submits this led to a
process more focused on defending the issues raised in the complaint than at airing the issues
and learning from the complaint as to what can be done better in the future. 303
In its Reply Argument, BC Hydro responds as follows:
At paragraphs 4 and 12 to 17 of its confidential final argument the CEC asks the Commission to
direct BC Hydro to make improvements to its Code of Conduct/ ethics review process. The CEC’s
request is based solely on its opinions about a single Code of Conduct complaint review
undertaken eight years ago, and the false assumption that nothing has changed. This Inquiry did
not review BC Hydro’s current Code of Conduct complaint review process which BC Hydro notes
has changed relative to the process eight years ago. The CEC argument falls far short of
justifying its requested directive and fails to cite any Utilities Commission Act provision that
might give the Commission jurisdiction to make the directive. 304

5.6.2 Panel findings
The matter at hand is whether the Complaint Process was “appropriately designed and operating effectively.”
The questions of whether the 2010 Complaint was justified and whether appropriate disclosures were made will
be addressed by the Panel in Scope Item No. 5.
One of BC Hydro’s oversight controls and processes is the ability for “whistleblowers” to inform the company of
possible wrongdoing within the company. In April 2010, the person who handled such complaints was the Code
of Conduct Advisor. 305 BC Hydro’s process allowed employees to submit complaints anonymously to protect the
complainant from possible reprisals, and thus to encourage genuine complaints to be brought forward.
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The Panel considers this type of complaint process to be a valuable control to help ensure compliance with
company policies and guidelines. All employees are aware that they may be held to account for any such
wrongdoing, and complainants know that they will be protected.
The success of the Complaint Process as a control against bad behaviour relies heavily on all parties having
confidence in the process. If employees believe that the Complaint Process will not protect their anonymity or
otherwise protect them from adverse consequences of making a complaint, they are less likely to raise a
complaint. If employees believe that the Complaint Process will not be effective or even used, there is less
concern about being reported or held accountable if they were to act inappropriately.
BC Hydro’s 2010 Review concluded that BC Hydro had met its evidentiary obligations and that the BCUC was not
misled. However, BC Hydro in its response to the Dix Complaint acknowledged that it “did not attain the
standards BC Hydro expects of itself for its participation in regulatory processes before the Commission.” 306 The
discrepancy between these two positions is at the heart of possible flaws in the Complaint Process in place at BC
Hydro in 2010.
The 2010 Review was conducted jointly by BC Hydro’s Audit Services and Legal departments. Further, the report
from the 2010 Review was prepared on a privileged basis, in addition to being confidential. The Panel concludes
that the implication was that the results of the 2010 Review were being prepared “in contemplation of
litigation,” as the CEC has argued. In the Panel’s view, the effect of this approach was that the conclusions of the
2010 Review were defensive in nature. The purpose of the report from the 2010 Review was to defend BC Hydro
against the accusations in the 2010 Complaint, rather than to inquire openly into whether the complaint was
justified.
An illustration of how the 2010 Review was conducted can be seen by comparing evolving drafts of the 2010
Review report. In a draft on July 12, 2010, a paragraph was added to the summary conclusion as follows:
Audit Services worked jointly with Legal Services to review the allegations. It is concluded that
while the evidence presented at the hearing was not the best or most complete evidence
possible, it met BC Hydro's evidentiary obligations. 307
Yet by July 14, 2010, the same paragraph had changed to the following:
Audit Services worked jointly with Legal Services to review the allegations. It is concluded that
the evidence presented during the process met BC Hydro’s evidentiary obligations and that the
BCUC was not misled. 308
The notion that the evidence presented was “not the best or most complete evidence possible” was removed,
leaving only the strict legal defense that “the BCUC was not misled.” The Panel concludes that BC Hydro staff
conducting the 2010 Review were aware that the 2010 Complaint had some merit, yet sought to avoid sharing
this conclusion within BC Hydro. The subsequent findings by BC Hydro arising from the 2016 Review Report, that
the evidentiary disclosures “did not attain the standards BC Hydro expects of itself for its participation in
regulatory processes before the Commission,” 309 bear out the more complete truth in the earlier of the two
drafts above.
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The defensive nature of the 2010 Review also ensured that the matter was not escalated to the highest levels of
corporate governance: the ARMC and the Board of Directors. The ARMC members, to whom the 2010 Review
results were presented, could not possibly have divined from the two-sentence written summary the true
nature of the events as BC Hydro has since described them. Given the written summary, there was no call for
the ARMC to even consider the need to escalate the issue to the Board.
This approach meant that BC Hydro stood little chance of learning anything from the 2010 Complaint that could
inform future actions.
The Panel recognizes that the Complaint Process itself is not at the core of the SAP Inquiry, and that there is no
evidence on the record with regards to any other code of conduct complaints filed with BC Hydro, before or
after April 2010. The Panel is also cognizant of BC Hydro’s observation that its Complaint Process has changed
since 2010. Therefore, the Panel is not able to draw generalized conclusions with respect to the Complaint
Process.
Nevertheless, the Panel agrees with the CEC that in the case of the 2010 Review, BC Hydro’s approach was
preparation for a legal defense rather than an open-minded and impartial investigation. While BC Hydro’s
conclusion regarding the 2010 Review, that it had met its legal obligations, may have been correct, BC Hydro
itself drew quite a different conclusion with the same evidence at hand after the Dix Complaint was filed with
the BCUC. Thus the 2010 Review did not enable BC Hydro to understand that it had not met the standards it
expected of itself, and it missed an opportunity to consider areas for improvement.
Based on the foregoing, the Panel finds that BC Hydro’s Complaint Process was not operating effectively when
the 2010 Review was conducted. As a result, poor standards of evidence disclosure to the BCUC during the
2008 regulatory process, which BC Hydro has since acknowledged, were not brought to light and addressed in
a timely manner. While it was appropriate for the Legal department to assist Audit Services in conducting the
2010 Review, it was not appropriate to conduct the review in such a defensive manner, and as a result BC Hydro
failed to consider internally possible improvements as a result of the 2010 Complaint.

6.0

Scope Item No. 3

As stated previously, Scope Item No. 3 asks the following question:
Have the goals outlined in BC Hydro’s IT&T Five-Year Plan related to SAP initiatives been
achieved?

6.1

Description of the status of BC Hydro’s IT&T Five-Year Plan goals

On March 3, 2010, BC Hydro filed its F2011 RRA with the BCUC. BC Hydro’s IT&T Five-Year Plan (a document
entitled “BC Hydro Information Technology & Telecommunications Five Year Plan -- Year 2,” dated 18 November
2009) was attached as Appendix N to the F2011 RRA. The BC Hydro IT&T Five-Year Plan (IT&T Plan) was then in
its second year of implementation, indicating that the first year of implementation would have been April 2008
to March 2009. The end of the IT&T Plan’s five-year period would thus be March 2013.
The IT&T Plan contained the following table of “IT&T Goals”:
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Table 10 – IT&T Goals and 5-Year Targets 310

BC Hydro reproduces this table and adds its view of the applicability of SAP to each goal: 311
Table 11 – IT&T Plan Goals, Target and Applicability of the Goals to the SAP Strategy

With respect to Goal 2, BC Hydro provides a list of the SAP modules which have been implemented to date, or
which are planned to be implemented in the future:
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Figure 4 – In-Service Timeline of Major Business Facing SAP-related Projects 312

With respect to Goal 3 (“Business Satisfaction”), BC Hydro states:
…business satisfaction can be measured by the outcomes achieved by the respective businessfacing SAP applications. Project completion and evaluation reports are generally prepared at the
closure of IT&T projects and detail these business outcomes. Business sponsors must sign-off on
the completion report confirming the outcomes achieved. 313
Regarding Goal 6 (“Clear Information Architecture”), BC Hydro states:
This information architecture goal has been successfully achieved for each major business
function that has migrated to SAP. In particular, the following BC Hydro data is currently in SAP
312
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as a single source of truth: all financial transactions, all project structures and costs, all
distribution work orders and their costs – even those initiated in other systems, all employees
and their cost centers and work centers, all time entries and pay transactions, all vendors and
related invoices, all electric meters, and all residential and commercial customers and most of
their related data. 314
With respect to Goal 7 (“Lower Cost of IT”), BC Hydro explains:
Through the implementation of the IT&T Plan it was intended that IT&T operating costs would
be reduced as a percentage of overall BC Hydro operating costs. This goal is partially related to
the implementation of SAP initiatives in that there was an expectation that decommissioning
disparate systems, whose functions were being transferred to the integrated SAP environment,
would result in operational cost savings for IT&T.
It was not intended, however, that the implementation of SAP initiatives, in and of themselves,
would account for a specific operational cost savings. As noted on pages 4 to 5 of the IT&T Plan
and as set out in BC Hydro’s response to F2011 RRA BCUC IR 1.275.3 (refer to Attachment 25),
$4 million of the $9.3 million reduction in IT&T operating costs were related to reduced
software and application maintenance costs. 315
BC Hydro provides an analysis of expenditures of its Office of the Chief Information Officer (OCIO) for the period
F2010 to F2016:
Table 12 – OCIO Expenditures F2010–F2016 316

6.2

Positions of the parties

BC Hydro argues that the “goals of the IT&T Plan are being achieved,” and that its approach “has simplified
overall IT&T operations by reducing the use of products with overlapping and/or redundant functionality.” 317
With respect to Goal 2 (“Simplified Integrated Applications with SAP as the Core”), BC Hydro states that it is has
implemented “many major business functions in SAP, and in most cases the implementation of these projects
has allowed another system to be decommissioned simplifying the application environment.” 318
With respect to Goal 3 (“Business Satisfaction”), BC Hydro argues the following:
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There is general business satisfaction with the SAP systems in place, demonstrated by the
effectiveness of support to business activities, the high reliability and scalability of the systems
and the stability of SAP for critical business transactions. For example, BC Hydro has never
missed a customer billing cycle, payroll cycle or financial reporting cycle. 319
BC Hydro lists a number of “key successes with SAP initiatives” in support of its contention of “general business
satisfaction”: 320
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BC Hydro further argues that SAP has provided “reliable support for increased business requirements” and has
“enabled BC Hydro to avoid the complexity and expense of continually upgrading, customizing and supporting
multiple different software programs.” Thus, BC Hydro has “simplified its overall IT&T operations by reducing
the use of products with overlapping and/or redundant functionality.” 321
With respect to Goal 6 (“Clear Information Architecture”), BC Hydro’s position is that the “single source of truth”
can be achieved by the implementation of “integrated ERP systems on a common technology standard,” adding
that the integrated nature of SAP’s ERP system provides for “common definitions of business entities and a
common repository for such data.” BC Hydro states that Goal 6 has been achieved “for each major business
function migrated to SAP,” including financial transactions, project structures and costs, distribution work
orders, time and pay transactions, vendors and invoices, electric meters, and all residential and commercial
customers and most of their related data. It states, however, that further work remains to “advance BC Hydro’s
capabilities in regards to data quality and business intelligence.” 322
With respect to Goal 7 (“Lower Cost of IT”), BC Hydro notes that it is “not able to provide specific accurate dollar
savings information attributable to SAP investments as such information has not been tracked historically.”
However, it observes that the OCIO expenditures from F2012 to F2016 have been generally constant, and
argues: “In the context of rising requirements, this is demonstrative of operating cost containment.” 323
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BC Hydro adds that its total ERP-related operating costs have increased from $13.6 million in F2009 to $15.4
million in F2016, a thirteen percent increase, although inflation for that period was around twelve percent. 324
This, it argues, makes its ERP-related costs “approximately the same level as in prior years, while increasing
functionality and support to the business.” 325
BC Hydro concludes by arguing that the goals in the IT&T Plan are being achieved, although not all the original
goals were fully achieved in the original five-year timeframe. It ascribes the delays to “prudent
adjustments…made to align with emerging business priorities and to manage delivery risks.” 326 It adds that
continuing to use multiple ERPs rather than concentrating on SAP would have been more costly over the long
term.
With respect to Goal 7 (“Lower Cost of IT”), the CEC argues that “there is no evidence to suggest that the SAP
Strategy has resulted in a lower cost of IT&T,” and that there is a “poverty of financial benefit analysis lacking in
the entire project which precludes assertions that IT&T goals are being achieved.” 327
In response, BC Hydro claims that the CEC did not actually address whether the goals of the IT&T Plan have been
or are being achieved, but rather has substituted a “subjective personal opinion” that the IT&T Plan’s objectives
ought to have been quantified financial benefits. BC Hydro adds that “CEC’s expectation that all IT&T projects
must have quantifiable financial benefits to proceed is unreasonable and has been dismissed by the
Commission.” 328

6.3

Panel findings

BC Hydro asserts that only one of the goals of the IT&T Plan is fully relevant to the SAP initiatives: Goal 2
(“Simplified Integrated Applications with SAP as the Core”). It adds that three other goals are partially related to
the SAP initiatives: Goal 3 (“Business Satisfaction”), Goal 6 (“Clear Information Architecture and ‘Single Source of
Truth’ with High Quality”) and Goal 7 (“Lower Cost of IT”). The CEC does not challenge BC Hydro’s assertions in
this regard, and the Panel agrees. None of the other four IT&T Plan goals (1, 4, 5, and 8) have direct relevance to
the SAP initiatives. Therefore, the Panel finds that goals 2, 3, 6 and 7 of the IT&T Plan are partially or wholly
related to the SAP initiatives. The Panel will only concern itself with these goals in the remainder of this
analysis.
Goal 2 (“Simplified Integrated Applications”) is the only IT&T goal which BC Hydro claims to be completely
relevant to SAP. The Panel agrees, noting that a major part of BC Hydro’s justification for the SAP Decision with
respect to adopting a single ERP rather than using “best of breed” solutions was that it would provide
“integrated databases.” 329
BC Hydro set out three targets to assess its progress towards Goal 2: to have fewer than 300 applications, to
have fewer than 50 databases, and to have “SAP as ERP.” 330 BC Hydro asserts that only “SAP as ERP” should be
used as the goal when considering the SAP initiatives, and there is no evidence as to the number of applications
or databases currently in place. The Panel is satisfied that evaluating progress towards “SAP as ERP” is a
sufficient measure of attainment for this goal.
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By the end of F2013, the end-date of the IT&T Plan, BC Hydro had partially or completely implemented the
Finance, Projects, Customer, HR and Work Management SAP modules. By the end of F2016, the Supply Chain
and more of the Work Management modules were partially implemented. Beyond F2016, the Enterprise Billing
Infrastructure aspects of the Customer module, and the complete Supply Chain, Work Management and Asset
Management modules remained to be implemented. The Panel observes that BC Hydro is continuing to work
towards this goal, for instance by implementing the SAP Supply Chain Applications project whose expenditures
were recently approved by the BCUC.331
On the basis that the target of “SAP as ERP” has been partially achieved, the Panel finds that the “Simplified
Integrated Applications” goal has been partially, although not completely achieved.
The Panel interprets Goal 3 (“Business Satisfaction”) to refer to the satisfaction of BC Hydro’s non-IT&T
departments with the IT&T service they receive. In the second year of implementation of the IT&T Plan, the
target for this goal was “TBD %,” which the Panel interprets as meaning that some form of satisfaction survey
was to be conducted, but that the target level of satisfaction had not been set.
BC Hydro does not comment on the lack of a specific target in the IT&T Plan for this goal over a year into its
implementation. Instead, it states that there is “general business satisfaction with the SAP systems in place,”
and that “[t]he SAP Strategy helped to achieve this goal.” 332 BC Hydro supports these assertions by saying that
SAP has provided high reliability, scalability and stability, and that “BC Hydro has never missed a customer billing
cycle, payroll cycle or financial reporting cycle.” 333
The Panel notes that the goal of BC Hydro was to improve the level of satisfaction, not merely to sustain an
existing level of satisfaction. It is commendable that BC Hydro has never missed a customer billing cycle, payroll
cycle or financial reporting cycle, but it is not sufficiently clear to the Panel that this reliability is as a direct or
indirect result of implementing SAP, or that BC Hydro had ever missed any of these cycles prior to implementing
SAP.
The Panel is concerned that the IT&T department did not set a target against which the goal of “Business
Satisfaction” could be measured. BC Hydro’s list of achievements for each SAP project is impressive, and no
doubt generated a degree of satisfaction among business departments at the company. However, this does not
provide a direct measure that business users are “satisfied,” and thus is at best circumstantial evidence.
Given the lack of specificity of the target, and the dearth of direct evidence, the Panel finds it cannot conclude
that BC Hydro has made any progress towards the “Business Satisfaction” goal as a result of implementing
SAP.
BC Hydro’s Goal 6 (“Clear Information Architecture and ‘Single Source of Truth’ with High Quality” or “Clear
Information Architecture”) had as its target “Information architecture established meta data model deployed.”
BC Hydro focusses on the “single source of truth” aspect to the goal itself. As it explains, the implementation of
an integrated ERP system such as SAP is one way to achieve a “single source of truth” in corporate IT&T:
essentially one database where the company can go to find reliable, consistent corporate information, such as
financial records. 334
SAP is now this “single source of truth” for all the major business functions where BC Hydro has deployed the
software. To that extent, the degree of SAP-related achievement towards the “Clear Information Architecture”
331
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goal is the same as that towards the “Simplified Integrated Applications” goal. Where SAP has been
implemented, it has provided for the “single source of truth.”
BC Hydro acknowledges that it has implemented some, but not yet all, of the planned SAP modules, and that
“further work remains within both ERP-related and non-ERP initiatives to further advance BC Hydro’s capabilities
in regards to data quality and business intelligence.” 335 On this basis, the Panel finds that the “Clear
Information Architecture” goal has been partially, although not completely achieved.
BC Hydro considers the SAP initiatives to be partially relevant to Goal 7 (“Lower Cost of IT”), and the Panel
concurs. SAP was one of the most significant initiatives underway with BC Hydro’s IT&T organization at the time,
as witnessed by its prominence in IT&T Plan Goal 2 discussed above. Part of the logic for the SAP Decision was
that switching to a single ERP would reduce the complexity BC Hydro had built up over the years with multiple
ERP products, and the attendant interfaces and support organizations required. Implementing SAP, then, was
critical to BC Hydro’s ability to lower its cost of IT&T, even if it was not the only factor.
To measure progress towards this goal, BC Hydro set a target of a 30 percent reduction of IT&T Operating
Maintenance and Administration (OMA) as a percentage of BC Hydro OMA. This was a target for the OMA of the
whole IT&T organization, not just expenses related to SAP, although there is no evidence on record as to
whether this target was achieved for the IT&T organization as a whole. The Panel questions the merit of this
target, since it is highly dependent on BC Hydro’s overall OMA, a figure over which IT&T did not have much
control. It is also possible that this target could be achieved with an increased level of IT&T spending, as long as
there was a sufficiently large increase in BC Hydro’s overall OMA, which would not represent a lower cost of
IT&T, the purported goal.
Such flaws in the methodology notwithstanding, the Panel has considered BC Hydro’s argument with respect to
the impact of the SAP implementations on the IT&T OMA. BC Hydro demonstrates that ERP-related IT&T
expenses have been flat in real terms from F2012 to F2016, and has argued that the degree of support provided
has increased in that time period. This in itself is commendable, but does not speak to progress towards the
target BC Hydro set for itself. BC Hydro’s target, even if it does not necessarily measure achievement of the goal
of lowered IT&T costs, is the overall level of IT&T spending as a percentage of BC Hydro’s overall OMA.
To the extent that SAP has simplified the complexity of BC Hydro’s applications, and that BC Hydro has
decommissioned some of its other ERP products, it is likely that some IT&T-related costs have been avoided as a
result of SAP. However, the only evidence BC Hydro has provided is that its ERP-related costs have remained
constant in real terms, rather than having been lowered. On this basis, the Panel agrees with the CEC’s claim
that there is no evidence SAP has resulted in a lower cost of IT&T, the goal set out in the IT&T Plan, or even
helped to achieve a 30 percent reduction of IT&T OMA as a percentage of total OMA. Therefore, the Panel is
unable to draw conclusions with regard to whether progress has been made towards lowering IT&T costs.

7.0

Scope Item No. 4

As stated previously, Scope Item No. 4 asks the following question:
What is BC Hydro’s planned capital spending on the adoption of the SAP platform and
independent SAP projects on a go-forward basis?
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7.1

Future SAP-related expenditures

BC Hydro states that the primary focus areas for SAP-related expenditures for F2017–F2026 are the business
functions of Customer Care, Supply Chain, and Work and Asset Management. In the near term, F2017–F2019,
the focus will be on customer service and supply chain projects, and BC Hydro anticipates that Supply Chain
Applications will be the next major implementation. 336
On December 21, 2016, BC Hydro filed an application with the BCUC pursuant to section 44.2 of the UCA for
acceptance of capital expenditures up to the end of the Definition Phase for the Supply Chain Applications
Project (Supply Chain Application). In the Supply Chain Application, BC Hydro estimated that the Identification
and Definition Phase project costs would total between $24.7 million and $32.4 million and the total overall
project costs would range from $60.5 million to 79.3 million. 337 The BCUC accepted the Supply Chain Application
by Order G-158-17 on October 19, 2017.
The other SAP-related project currently underway is the Enterprise Billing Infrastructure project (formerly
referred to as the Customer Billing project). BC Hydro states that the scope of the project includes two major
components: (i) enhancements to the residential and general service customer bills (paper, online and call
centre view); and (ii) necessary upgrades to the bill generating and delivery infrastructure, including three major
component system upgrades. 338 As at March 2016, the total actual expenditures (capital and operating) on this
project were $6,665,600. 339 BC Hydro forecasts additional spending on this project of $11,776,000 (capital and
operating) during F2017–F2019.340
BC Hydro states that following the F2017–F2019 RRA period, Work and Asset Management will be the primary
focus area, and once the Supply Chain and Work and Asset Management modules are fully implemented, ERPrelated functionality will be consolidated in SAP and the existing PassPort system will be eliminated. 341
The following table is a partial re-creation of Table 11 in BC Hydro’s Consolidated Information Filing and shows
the forecast SAP-related capital and operating expenditures for F2017–F2026, grouped by category of project
spending. 342
Table 13 – Forecast SAP-related Project Expenditures F2019–F2026
Project Category

Capital ($)

Operating ($)

Total ($)

Platform

13,505,000

570,000

14,075,000

Customer

25,923,000

2,165,000

28,088,000

Financial

6,057,000

356,000

6,413,000

Human Resources

8,572,000

569,000

9,141,000

Project and Portfolio Management (PPM)

4,018,000

0

4,018,000

Supply Chain

67,404,000

6,225,000

73,629,000

Work and Asset Management

65,682,000

9,442,000

75,124,000

Total F2019–F2026 Spending

191,161,000

19,327,000

210,488,000
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7.2

Positions of the parties

BC Hydro suggests that no further action by the BCUC is warranted on Scope Item No. 4 for the following
reasons:
•

The BCUC has ongoing oversight of BC Hydro capital projects and expenditures pursuant to BC Hydro’s
RRA filings, BC Hydro’s annual reports to the BCUC, project-specific compliance filings, and BC Hydro’s
major project filings for acceptance of expenditures pursuant to section 44.2 of the UCA.

•

Pursuant to Order G-158-17, the BCUC determined that work required to the end of the Definition phase
of the SAP-related SCA project is in the public interest, and accepted capital expenditures ranging from
$22.5 million to $29.7 million required to complete the Definition phase work.

•

The BCUC’s Review of the Regulatory Oversight of BC Hydro Capital Expenditures and Projects is
considering issues related to the treatment and review of capital projects and/or programs, including a
review of the 2010 Capital Project Filing Guidelines for IT&T capital expenditures and whether separate
IT&T capital project filing guidelines may be appropriate, as well as a review of the expenditure
thresholds contained in the 2010 Capital Project Filing Guidelines. The BCUC is also reviewing UCA
section 46(1) versus UCA section 44.2 filings. 343

The CEC recommends that the BCUC continue to exercise “staged oversight” on all BC Hydro’s IT&T
expenditures, if not all BC Hydro capital expenditures, in a Capital Plan Requirement Application (CPRA) review
process that is separate from the usual RRA process. The CEC points to the recent Supply Chain Application,
where BC Hydro applied to the BCUC for acceptance of capital expenditures up to the Definition Phase of the
project as an example of a staged review process. 344
BC Hydro responds to the CEC’s recommendation, stating that this issue is already being considered in the
BCUC’s Review of the Regulatory Oversight of BC Hydro Capital Expenditures and Projects. 345

7.3

Panel findings

The Panel finds based on the evidence put forth by BC Hydro in the SAP Inquiry that the planned capital
expenditures on the adoption of the SAP Platform and on SAP projects between F2017 and F2026 are
approximately $191 million. The planned projects and expenditures are consistent with BC Hydro’s overall SAP
Strategy, as the primary business functions which have yet to adopt SAP are Supply Chain and Work and Asset
Management. As discussed in Section 4.1 of this Report, the Supply Chain and Work and Asset Management
functions were previously included as part of a larger SAP project – the Transformation Initiative – which was
later re-designed to include various smaller projects in order to stage the implementation of the SAP modules.
The forecast spending in the Customer business function, which is the third largest area of forecast SAP-related
spending for F2017–F2026, appears to be primarily related to the Enterprise Billing Infrastructure project. The
Panel notes that while the forecast spending on the Enterprise Billing Infrastructure project going forward is
approximately $11.8 million, BC Hydro has already spent approximately $6.7 million as of March 2016. Based on
the actual and forecast amounts, the total project cost is approaching the current $20 million threshold
established by the 2010 Capital Project Filing Guidelines. The Panel expects that BC Hydro will report to the
BCUC if the authorized or actual costs exceed the $20 million threshold.
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8.0

Scope Item No. 5

As stated previously, Scope Item No. 5 asks the following question:
Were all SAP-related disclosures to the Commission appropriate, reasonable and in accordance
with the UCA?
In this section the Panel considers a number of critical points in time in the chronology of events where BC
Hydro had an opportunity to either make a disclosure to the BCUC concerning its decision to adopt SAP or where
various facts came to light regarding the need for disclosure or the adequacy of disclosures that were made.
These points in time are:
1.
2.
3.
4.
5.
6.

The F2009–F2010 RRA Oral Hearing;
The submission of Undertaking No. 62;
The 2010 Review;
Response to Directive 56 in the F2009–F2010 RRA decision;
The F2011 RRA; and
The 2016 Review Report.

Regarding the disclosures, BC Hydro submits:
•

The thorough and detailed review by the SAP Inquiry process has not identified an issue in relation to
the appropriateness of BC Hydro's disclosures to the BCUC beyond the testimony and response to an
undertaking given during the F2009–F2010 RRA oral hearing in October 2008 that BC Hydro addressed in
its January 2016 response to the Dix Complaint.

•

The thorough and detailed review by the SAP Inquiry process has not identified any evidence
whatsoever that anyone directed or encouraged the witness to provide misleading evidence at the
F2009–F2010 RRA oral hearing in October 2008.

•

BC Hydro has been clear since its January 2016 response to the Dix Complaint that the testimony at
issue and the response to Undertaking No. 62 did not achieve BC Hydro's expectations for complete,
open and transparent answers to the BCUC’s questions. Complete, open and transparent answers to the
questions and to Undertaking No. 62 should have included updates on the FSR Project and the SAP
Strategy.

•

Any shortcomings related to the disclosures at the F2009–F2010 RRA oral hearing were corrected in
June and July 2009 when BC Hydro reported to the BCUC that it was proposing to move to SAP
Financials and provided details regarding its adoption of the SAP Strategy, and in March 2010 when BC
Hydro filed its F2011 RRA that included the IT&T Five Year Plan and reported on the SAP Strategy. 346

BC Hydro further submits that “[g]iven the above conclusions, …. no further action by the Commission is
warranted in respect of Scope Item 5.” 347
However, the Panel disagrees. The following sections lay out some significant shortcomings regarding the
disclosures made. These shortcomings deserve more than a dismissal simply because subsequent disclosures are
made. It is important to try to understand any underlying systemic causes for these shortcomings.
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8.1

F2009–F2010 RRA Oral Hearing testimony

In October 2008, as part of the F2009–F2010 RRA proceeding, an oral hearing was held. Prior to the Oral
Hearing, as part of the preparation for the testimony of the Chief Information Officer (CIO), the following email
was sent: 348
From: Wayne Taylor <wayne.taylor@taylorconsulting.ca>
Sent: October-07-08 7:14 AM
To: Wong, David (BC Hydro)
Cc: [CIO]
Subject: Re: Help with IT
I think that some of the other IT-related questions will cover:
1 - the IT strategy. We indicated in an IR response that the strategy was about to go to the
Board of Directors and that we would file the IT strategy as part of the Evidentiary Update
What is the status of the IT strategy? Why did the Board not approve the strategy? How
could the IT budget be set in the absence of a strategy? When will you be submitting the IT
strategy to the BCUC for their approval? How can the BCUC approve an lT budget in the
absence of a strategy?...
On October 15, 2008, during the Oral Hearing, the BCUC posed the following question to BC Hydro’s CIO while
he was testifying:
Can you give us some sense of the enhancements in financial reporting that are provided by
release 9.0…? 349
In response to this question, the CIO stated:
We are, in fact, looking at PeopleSoft as one of the solutions, but we are also looking at other
options, just in case we want to find a better solution. 350
The BCUC Panel Chair followed up with the following question
I want to make sure I understood …….. So you say you are still looking at other options as
well? 351
To which the BC Hydro witness responded:
Yeah, the team -- the accounting team in place today is really looking at all the business
processes and reporting requirements, with a reflection of IFRS [International Financial
Reporting Standards] in particular, yes. 352
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An EAR dated July 28, 2008, more than two months prior to the date of the testimony described above, was
signed by, among others, the witness cited above. The Project Description included in the EAR stated:
This project will provide an assessment and plan (collectively, the Blueprint) to support a
decision to proceed to implement SAP Financials to replace BC Hydro's existing financial systems
(Peoplesoft Financials v8.0). 353
The EAR goes on to state:
This document describes the overall BC Hydro Financial Systems Replacement Project (Project),
defining its scope, objectives and approach. It is anticipated that the Financial Systems
Replacement Project will result in the replacement of the current Peoplesoft Financials
(version 8) systems with SAP Financials. The implementation of SAP Financials represents the
second significant installation of the SAP ERP systems following completion of the Northstar
Project that implemented the SAP Customer Care systems in 2004. Under Hydro's IT strategy,
approved by Hydro's Audit & Risk Management Committee earlier this year, the SAP systems
were identified as a "default solution" and supported by validation criteria to establish when the
SAP systems should be a preferred solution. [emphasis added]
The Project is expected to involve two phases:
Phase 1: SAP Financials Blueprint. During this phase, BC Hydro will perform an assessment of SAP
Financials to validate the initial decision that it will meet BC Hydro's requirements and provide
estimates that support completion of a business cases. This phase will also ensure a reasonable
understanding of the business process and change management implications and commitments,
and how these new financial systems will be integrated with existing business systems. This work is
expected to occur during F09, Q2 and Q3. This work will result in a "go or no-go" recommendation
related to finalization of design, and implementation of SAP Financials.
Phase 2: SAP Financials Implementation. Assuming that the work in Phase 1 result in a decision to
proceed with an SAP Financials Implementation Phase, BC Hydro .will finalize the design and
commence implementation in Q4 of F09 with a target "go-live" date on or before April 1, 2009. The
new systems will enable various objectives, and critical financial and reporting requirements as
noted below: ·

353

•

Simplify & Standardize. The new systems should enable simplification and standardization
of BC Hydro's financial processes, and reduce the complexity of the financial system
environment.

•

Automation & Efficiency. There is a need to enable workflow and automate transactional
steps, where practicable, to reduce user-burden, reduce manual intervention, and create
financial benefit through a reduction of the total cost of finance functions.

•

Internal Control. The new financial systems should, where possible, enable and improve BC
Hydro's internal controls.

•

Financial Information. The new financials systems will enable all entity-wide financial
accounting and reporting. This includes external reporting that complies with International
Financial Reporting Standards (IFRS)~ and regulatory reporting including the BCUC Annual
Report. It also includes management reporting that supports the current organization
structure but is adaptable to future change. The revised management reporting will support
cost and budget accountability, as well as other financial performance metrics .. This will be
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supportive of a "one truth" approach to financial information that is understood and used
across the company.
•

Support the IT Strategy. Consistent with the IT strategy, SAP Financials will replace the
current PeopleSoft Financial systems which have not been substantially modified or
upgraded since 2003 and are no longer supported by the vendor. They will also simplify the
technical IT environment and sustainment processes and lower the total cost of ownership.

The current funding request of $750,000 is intended to complete an initial high-level Blueprint
document that will enable a "go I no-go" decision. If Hydro decides to proceed, a further EAR would
be required with estimated value of approximately $30 million. 354

8.1.1 Positions of the parties
In its January 8, 2016 response to the Dix Complaint, BC Hydro submitted:
[The CIO’s] testimony was inaccurate and it left the impression that PeopleSoft financial
software was still being studied when a decision had recently been made that it would not be
studied unless SAP was found inadequate for the financial functions that needed to be
addressed… 355
The CEC argues the following:
The legal obligation is to answer the question truthfully and completely. BC Hydro's view in 2008
and now is that witnesses should achieve a higher standard than merely meeting the legal
obligation. BC Hydro expects its witnesses to be prepared to participate in the hearing in a
cooperative, open, and informed manner, and to provide to the best of their knowledge,
complete and accurate information.
…
The CEC notes that BC Hydro has numerous times in the past recognized the importance of a
strategy change and the expenditures the change would drive. This has resulted in the full
capital and/or program impact of the strategy being presented to the Commission. Dam safety is
an area where the planning for the safety of all dams has been brought together to recognize
the impact of the strategy and the need. Pole replacement, transformer replacements plans in
general, and replacements for PCB removal were brought together and recognized for the
whole strategy. The entire purpose of the Load Resource Balance Planning for the long term is
to bring together the energy demand and acquisition decision processes to manage the strategy
long before specific project approvals are sought or needed. 356
In Leis’ view:
BC Hydro’s final argument is less forthcoming in providing statements that show BC Hydro had
been fully transparent with the BC Utilities Commission throughout the ‘switch’ to the SAP
platforms and programs and most importantly, the estimated costs at least over years from
2011 onward…. [c]learly, BC Hydro envisioned a major shift in its IT&T strategy as early as May
2008 and 2009. 357
354
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Regarding BC Hydro’s statement that because no party inquired further on this aspect of other options, there
was no positive duty on BC Hydro to advise the hearing further, Leis submits:
…the BCUC and lnterveners would not have been able to raise questions about the SAP matter
because BC Hydro did not reveal its extensive ITT&T /SAP PLAN and adoption in a timely
manner. Therefore, BC Hydro did have an obligation about their intent, plans, acquisitions etc.
about IT&T and SAP.

8.1.2 Panel findings on the F2009–F2010 RRA Oral Hearing testimony
We agree there is no legal requirement for a utility witness to volunteer answers to questions that are not
asked. Section 43(1)(a) of the UCA states that “[a] public utility must, for the purposes of this Act, answer
specifically all questions of the commission.” The Oxford online dictionary defines “specifically” as: “in a way
that is exact and clear; precisely.” Therefore, in the Panel’s view, subsection 43(1)(a) requires the witness to
answer only what is being asked in an exact and clear manner and does not require a witness to answer what is
not asked, no matter how helpful that may be to the BCUC.
However, in this case, the witness chose to volunteer information that was not asked by BCUC Counsel.
Choosing to disclose additional information triggers the obligation to provide complete and full disclosure of
that information, and the information volunteered was not reflective of the full circumstances of the state of the
IT&T Plan. This obligation is stated in section 43(1)(b)(ii) of the UCA, which requires a public utility to “provide to
the commission the information the commission requires....” In our view, choosing to disclose certain
information triggers the obligation to provide complete and full disclosure of that information.
The witness was then asked a specific question by the Panel Chair: whether BC Hydro was looking at other
options. The response was: “Yeah, the team -- the accounting team in place today is really looking at all the
business processes and reporting requirements, with a reflection of IFRS in particular, yes.” The Panel does not
find this to be an exact and clear or precise response. An exact and clear or precise response would have been
that BC Hydro had adopted a strategy to switch from PeopleSoft to SAP. By responding as he did, the witness
potentially deflected any concerns that there was an alternative strategy in place, or even under consideration,
and suggested that the “alternatives” referred to were related to “business processes and reporting
requirements.” This view appears to have been shared by BC Hydro senior management in 2016:
[The CIO’s] testimony was inaccurate and it left the impression that PeopleSoft financial
software was still being studied when a decision had recently been made that it would not be
studied unless SAP was found inadequate for the financial functions that needed to be
addressed. 358
Therefore, the Panel finds that the testimony provided by the CIO during the F2009–F2010 RRA Oral Hearing
was incomplete and potentially misleading. This is contrary to what is required under section 43(1)(a) of the
UCA. For example, we find that BC Hydro did not properly disclose a potential increase of $32–38 million in
the IT&T Capital Plan, as approved by the BC Hydro Executive Team and noted in an IT&T Update on Strategy
Development provided to the ARMC in May 2008.
However, we also are mindful of the distinction between false evidence and an intention to mislead. Both of
these elements must be present before a person can be found to have lied under oath. A witness may give false
evidence as a result of a faulty memory, for example, but believe it to be true and therefore not have an
intention to mislead. An intention to mislead usually involves a notion that the witness knew or was reckless as
to whether something was false. In this case, the Panel finds no evidence to support a finding that the BCUC
was intentionally misled.
358
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While the discussion above considers the legal requirements under the UCA, the Panel’s expectation is that a
witness will go beyond what is specifically asked and provide a fulsome explanation in an answer even though
the UCA may not require it. In the Panel’s view, utilities often see regulators as an adversary in proceedings,
much like the opposing party in a lawsuit. This approach hinders a full understanding by the BCUC panel of the
implications of evidence and arguably can lead to less-informed decisions. Regulators are often at a
disadvantage in proceedings because they do not participate in the management of the utility and will often be
unaware of relevant and important information that has not been put on the record. It is a challenge to ask
pertinent questions when you are unaware of the existence of additional information. If you do not know what
you are looking for, you may not know what to ask.

8.2

Undertaking No. 62

On October 15, 2008, during the F2009–F2010 RRA Oral Hearing, BC Hydro was specifically asked about the IT&T
Strategy document submitted to the ARMC in May 2008. This is the document that included BC Hydro’s strategic
IT&T decision to adopt SAP. BC Hydro indicated that it would file the document with the BCUC. 359
This commitment became Undertaking No. 62. However, instead of providing the May 2008 document when
filing Undertaking No. 62 on October 28, 2008, BC Hydro provided a different document. The document filed by
BC Hydro with the BCUC as Undertaking No. 62 was a summary of an IT&T discussion with the Executive Team in
October 2007 that outlined key IT&T principles and strategies as at October 2007. As a result, the document
contained no reference to SAP or the increase in the IT&T Capital Budget. The May 2008 IT&T Strategy
document approved by the BC Hydro Executive Team was not provided to the BCUC as part of Undertaking
No. 62. 360
The following email correspondence outlines the activities and conversations undertaken by BC Hydro to
prepare and file Undertaking No. 62: 361
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From: Koyanagi, George
Sent: 10/18/2008 01:59:51 pm
To: Kiudorf, Enn
Cc: Yaremko, Cheryl ; Wong, David (BC Hydro)
Bcc:
Subject: RRA Proceedings re Financial System Replacement
Enn, thanks for identifying the October 15th transcript references to me. I reviewed [the CIO’s]
comments and I think there are a few items that we need to clarify for the purposes to ensure we
get the business case correct:
* On page 1548, the project justification for the enterprise financials upgrade is questioned, and the
reference to Peoplesoft 9.0 is brought up and there was no correction of the fact that we have
changed or even modified the justification in the Application. I thought the point in preparing
witness material for [the CIO] was that he could use the Hearing as an opportunity to identify that
the circumstances have changed
* On page 1548, they talk about the enterprise financials upgrade and the use of Peoplesoft, release
9.0. [The CIO’s] comment is that we “looking at Peoplesoft as one of the options, but we are also
looking at other options, just in case we want to find a better solution.” I think this directly conflicts
with the issue raised by Brian Tabe at the Steering Committee. In that case, it was agreed that is not
necessary to spend any more time thinking about alternative options to SAP Financials, and that it
was strictly a “go / no go” decision. My concern is that our business case will not be able to validate
that we have completed a review of Peoplesoft or any other options other than SAP
* On page 1549, in response to a question of whether (Peoplesoft) release 9.0 will provide enhanced
reporting, [the CIO’s] comment is “That is some current analysis we’re going on right as we speak
today”. Again, I think it is problematic that this is suggesting Hydro is doing something that it isn’t –
we are not currently reviewing Peoplesoft and have said nothing about even the likelihood of SAP
Financials even in response to the question of other options.
* On page 1550, my impression is that we provide comfort that the initial budget ($7.2 M for
Peoplesoft upgrade) was adequate even though I don’t think we consider this to be the case. In the
Application, it is suggested that the cost to “Re-platform to SAP” would be “$30 million to $40
million and would require a significant dedication of management and staff resources, thereby
delaying other important BC Hydro projects”.
At this point, this is a bit of a mess. I would like everyone’s thoughts and direction as I suspect that
this could become an issue in the next RRA, or when we start to discuss IFRS impacts with the
Commission:
* Is everyone still agreed that the business case can point to the IT strategy as the basis to consider
only one option, and that there does not need to be any further consideration of other alternatives
(in particular, Peoplesoft) before we proceed with SAP?
* Is there any issue that we are not doing the analysis of Peoplesoft release 9.0 as [the CIO]
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suggested?
* Are we comfortable with the budget implications of this initiative, and that there will be no need
to inform the Commission prior to proceeding further with this work. This will be important to
decide before we enter into any commitments (ie we need a final decision by the end of the
calendar year)
On October 22, 2008, Kiudorf forwarded the following message along with his comments: 362
From: Kiudorf, Enn
Sent: October-22-08 10:53 AM
To: Tang, Raymond
Cc: Wong, Sully
Subject: FW: RRA Proceedings re Financial System Replacement
fyi- as discussed this highlights a concern from Corporate Finance on the IT evidence given last week.
George is currently preparing a business case for the SAP Financials option, and needs to ensure
overall alignment.
My read of the testimony was more favourable – I think indeed there has been some past analysis of
PeopleSoft and currently the option we are looking at is SAP, so I don’t think the evidence is as
problematic as suggested below. However, I agree with George that his [sic] needs to be thought
through carefully, and in particular alignment with the IT&T strategy seems key.
The evidentiary record is silent on any further follow-up of this email thread.

8.2.1 Positions of the parties
In its January 8, 2016 letter, BC Hydro submits:
After the oral phase of the hearing concluded, BC Hydro filed responses to the many
undertakings to file further information it had provided during the hearing. One of those was
the response to [the CIO’s] commitment to provide the approved principles on which the 5-Year
IT strategic plan would be governed. ….
This response could have provided an opportunity to correct any misapprehension [the CIO’s]
testimony may have caused, however instead it simply referred the Commission to an attached
document which was a summary of an IT&T discussion with the Executive Team in October 2007
that outlined key IT&T principles and strategies as at that time. No mention of the presentation
on the update of those principles that had been developed by the IT group and presented to the
Executive Team and the Board’s Audit and Risk Management Committee in May of 2008 was
made and no reference to SAP as a default option was referenced.
It remains unclear why updated information was not provided…..
Almost eight years later, in today’s extensive review of the issue, it has not been possible to
resolve who made the final determination of which document should be filed in response to
362
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Undertaking 62, how they made that determination and who reviewed it before it was filed. BC
Hydro accepts that it did not meet its responsibility to update the Commission. 363
BC Hydro also stated that its:
testimony relating to IT&T expenditures in the 2009/10 RRA including its failure to produce the
Plan promised to the Commission did not attain the standards BC Hydro expects of itself for its
participation in regulatory processes before the Commission.
For this, I apologize to the Commission. I am disappointed in the content of the testimony on
record, and the fact that it was not subsequently corrected. 364
Regarding the alleged failure to disclose in the F2009–F2010 RRA, BC Hydro submitted:
Having closely examined the facts in the instance before us, I believe that much of the
perception of a lack of transparency arose from the reality that BC Hydro continued with the
Financial Systems Replacement Project spending to complete the Definition phase of the project
while the “snapshot in time” IT capital spend estimates were before the Commission as part of
the RRA filing. This inevitably placed stakeholders, interveners and Commission staff in a
position of formulating questions based on the RRA filing, while circumstances were changing as
the project’s definition was advancing. The Definition stage is critical to determining the validity
of the proposed approach such that a decision can be made to approve the project, as well as to
de-risking the project at later stages. While a capital infrastructure project would typically
expend approximately 2-5 per cent of projected budget funding in Definition phase, an IT&T
capital project will spend 25-30 per cent of its projected budget during this phase. Therefore,
while the project’s profile may be changing, it is also significant that a major investment is also
occurring.
Historically, the prudency of that expenditure would be scrutinized when the project comes into
service, and when ratepayers would be required to fund the project. However, as we have seen,
this “after the fact” opportunity is less than ideal for interested parties who may want to
question BC Hydro’s thinking around other fundamental aspects of the project. I therefore
believe a change in practice that would see more timely opportunities for review and oversight
of BC Hydro capital projects would be appropriate. Specifically, BC Hydro should perhaps, in
future, request Commission review and approval prior to Definition phase expenditures. 365
In the original Dix Complaint, Dix submitted:
BC Hydro deliberately misled the BC Utilities and the public as a result. There can be no doubt
about this. They had been specifically asked for a document which had been approved by Senior
Management and the Board and they not only failed to provide it, but misled the Commission
with another document that suggested a completely different course. The intent here could only
have been to deceive.
Of course, it is for the Corporation to explain its motives here, but there can be little doubt, the
result and intent was to avoid BCUC scrutiny for the decision to shift to SAP and the massive
spend that would result. 366
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8.2.2 Panel findings
The Panel finds that BC Hydro management failed to provide the requested information in Undertaking
No. 62, thereby missing an opportunity to provide the disclosure to the BCUC that it was required to provide.
The Panel has previously found that the SAP Decision was a financial one, even though there was no specific
business case or spending request accompanying it. The evidence also shows that the CIO had on August 22,
2008, signed an approval for $750,000 of operating expenditures on a project to develop an approved
alternative platform to the existing PeopleSoft platform (the SAP Financials Blueprint Project). 367
As previously discussed, the BC Hydro witness had an obligation to disclose this information during the Oral
Hearing regardless of what specific questions were or were not asked by the BCUC during the hearing. That it
was not disclosed demonstrates a failure of BC Hydro’s obligation to report to the BCUC.
Further, Undertaking No. 62 requested that BC Hydro file the IT&T Strategic Plan. This would have provided the
BCUC with an understanding of the change in strategic direction that had recently taken place.
Undertaking No. 62 presented BC Hydro with an opportunity to review the transcript and the testimony
provided and to correct any misleading statements. The question that is the subject of the undertaking was
straightforward and should have led to a straightforward answer, i.e.:
Please provide the approved principles on which the 5 year Information Technology (IT) strategic plan
will be based.
BC Hydro’s 2016 assessment of events concurs, stating that the undertaking “could have provided an
opportunity to correct any misapprehension [the CIO’s] testimony may have caused.” 368
In the period between the CIO’s testimony and the filing of Undertaking No. 62, senior BC Hydro staff seemed to
disagree and/or misunderstand exactly what had been approved, and therefore what duty of disclosure existed.
In the Panel’s view this points to both a lack of understanding of the role of regulation of BC Hydro and a failure
to communicate, to those staff that needed to know, the fact that a decision on the implementation of SAP had
already been made.
To illustrate, immediately after the testimony, there was disagreement among BC Hydro management whether
the testimony of the CIO was correct or not. This is reflective of the lack of clarity within BC Hydro as to precisely
what the SAP Decision meant. As a result, it appears that the view within the management team was varied.
One view was that SAP was simply an alternative that was being investigated and that no specific commitments
had been made. The opposing view was that the SAP Decision did approve a specific new direction for the IT&T
strategy that involved a broad-based migration to SAP.
Regardless, it was the responsibility of BC Hydro to ensure the disclosure to the BCUC of the significant fact that
the SAP Decision had been made, and the implications thereof. As was stated in the 2010 Review: “BC Hydro has
an obligation to include information on all items that drive expenditures in a regulatory rate application.” 369
Accordingly, this information should have been provided in Undertaking No. 62.
The Panel notes that Undertaking No. 62 was approved for ﬁling by the CRO:
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With respect to undertakings that arose during the oral hearing, given the expected number of
undertakings, the short response times, and the other demands of the ongoing oral hearing, an
organized standard process was established to manage the drafting and ﬁling of such
undertakings. This involved the senior regulatory manager logging the undertaking as it
occurred, assigning it to the appropriate witness (and their support group), with a deadline set
for a draft response. Once that draft response was received by the regulatory and legal team, it
was reviewed and once deemed ﬁnal, approved for ﬁling by myself (as the Chief Regulatory
Ofﬁcer). There were often times when a draft response would be discussed with the witness and
possibly amended, if it was not sufﬁciently clear or responsive. 370
However, it appears the CRO was unaware of IT&T decisions. When asked who at BC Hydro approved the SAP
strategy, the CRO responded: “I am not aware of who at BC Hydro approved the SAP strategy. In my capacity as
the Chief Regulatory Ofﬁcer (from December 205 to April 2011) l was not involved in information technology
decisions or approvals.” 371
With regard to the CRO’s apparent lack of awareness of this financial decision, the Panel notes that the CRO was
not part of the Executive Team.
While it is unclear why the correct documentation was not filed, the Panel accepts BC Hydro’s explanation made
in 2016 that “almost eight years later, in today’s extensive review of the issue, it has not been possible to
resolve who made the final determination of which document should be filed in response to Undertaking 62,
how they made that determination and who reviewed it before it was filed. BC Hydro accepts that it did not
meet its responsibility to update the Commission.” 372
Accordingly, the Panel finds no evidence to support a finding that the BCUC was intentionally misled.

8.3

Response to Directive 56

Directive 56 of the F2009–F2010 RRA Decision required BC Hydro to “submit an Action Plan in respect of the
USoA 373 within three months of the date of this Decision.” 374
By letter dated June 12, 2009, BC Hydro responded to Directive 56, stating the following:
As part of incorporating IFRS and the USoA, BC Hydro is undertaking a Financial Systems
Replacement Project (FSR Project) where the reporting requirements of the USoA are included
in the System Application and Products (SAP) Design. These elements of the design will be
managed under the over-arching FSR Project. Appendix B provides a brief overview of the FSR
Project.375
Included in Appendix B to the letter was the following statement:
BC Hydro has recently initiated the FSR Project to address new business reporting requirements,
improve financial processes, improve data quality and replace aging systems. BC Hydro had
previously planned a complete reimplementation of the PeopleSoft systems. A specific
undertaking of the FSR Project was to assess the viability of replacing the PeopleSoft systems
with new financial systems. The assessment was recently completed, concluding that SAP
370
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financial systems will meet BC Hydro’s functional requirements. Based on this assessment
process, the re-implementation of the PeopleSoft systems is no longer under consideration.
Rather, it is proposed that BC Hydro will move to SAP financial systems and on a coordinated
basis with the implementation of IFRS for external reporting purposes. This proposal is aligned
with BC Hydro’s current Information Technology & Telecommunications strategy to migrate
towards a single Enterprise Reporting Platform. BC Hydro currently also utilizes SAP to support
customer processes. The planned go-live date for the new SAP financial systems is April 1,
2010. 376

8.3.1 Positions of the parties
In its 2016 letter, BC Hydro stated: “Thus, BC Hydro had fully informed the Commission of the decision to shift
vendors to SAP, and did so at the first opportunity when the decision had been made.” 377
However, in the same 2016 letter, BC Hydro also stated:
It is important for the Commission to be aware that BC Hydro intended to use the opportunity
provided by the October 2008 testimony to provide an update regarding the evolution of its
approach to IT&T systems. Indeed, a September 10, 2008 witness preparation document
prepared by BC Hydro clearly demonstrates that BC Hydro had intended and expected to take
the opportunity to make the Commission aware that reanalysis was underway with regards to
its earlier conclusions to the PeopleSoft Financials upgrade. 378
It further stated the following:
The complaint alleges that BC Hydro hid the fact that it was considering migrating to SAP for its
financial module during the 2009/10 RRA process and for years afterwards. In fact, the
Commission’s decision of March 13, 2009 in the 2009/10 RRA and BC Hydro’s express report on
the development in its June 12, 2009 Commission Letter are irrefutable proof that the
Commission was aware of the possibility during the hearing itself and aware of its near certainty
by the time the decision was actually made.
The complaint suggests that the consequences of BC Hydro’s failure to identify the decision to
move to SAP led to it not being reviewed in the 2009/10 RRA with severe consequences for BC
Hydro ratepayers. In fact, whatever the evidence before it, the Commission decision in the
2009/10 RRA made it clear that migration to SAP was a possibility and BC Hydro confirmed that
was the approach it intended to take with a full report in June 2009. Far from being surprised or
concerned with the June 2009 disclosure, the Commission took steps to ensure it would
continue to be apprised of BC Hydro’s progress in this regard. 379

8.3.2 Panel findings
The Panel finds that while BC Hydro did provide a point-in-time update to the BCUC in June 2009, this does
not constitute a full disclosure of the circumstances related to the approval of the switch from PeopleSoft to
SAP.
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The Panel acknowledges that in its letter to the BCUC on June 12, 2009, BC Hydro provided an update on its
project to replace PeopleSoft with SAP. However, it did not provide the BCUC with a retroactive disclosure, that
is, a chronology of what approvals were provided and when.
BC Hydro submits that essentially it does not matter. In its view, , by being informed that a migration to SAP was
a possibility, the F2009–F2010 RRA Panel did not need to be informed that over a year earlier, BC Hydro had
decided to adopt SAP Financials.
BC Hydro also states the following:
Historically, the prudency of that expenditure would be scrutinized when the project comes into
service, and when ratepayers would be required to fund the project. However, as we have seen,
this “after the fact” opportunity is less than ideal for interested parties who may want to
question BC Hydro’s thinking around other fundamental aspects of the project. I therefore
believe a change in practice that would see more timely opportunities for review and oversight
of BC Hydro capital projects would be appropriate. Specifically, BC Hydro should perhaps, in
future, request Commission review and approval prior to Definition phase expenditures. 380
This prospective review of proposed capital expenditures is customary in the regulatory world. All but the most
trivial of proposed capital expenditures are typically brought forward to the regulator during an RRA. In addition,
the UCA anticipates the need for a prospective review in sections 44.2 and 45.
Both of the aforementioned UCA sections provide for a public interest test. This is an important test and
represents a bar that a regulated utility must overcome to justify its proposed capital spending. To ignore this
requirement and suggest that only a backward looking prudency test is appropriate ignores the framework of
utility regulation.

8.4

2010 Review

In April 2010, BC Hydro received the 2010 Complaint. The complaint alleged that the BCUC was misled at the
F2009–F2010 RRA Oral Hearing on the scope and cost of the BC Hydro IT&T strategy. The 2010 Complaint was
reviewed by BC Hydro’s Audit Services group.
On July 8, 2010, an interoffice memo (Memo), prepared by the Director of Audit Services and addressed to the
Director of Legal Services explained that “[a]s the allegation relates to a regulatory rate hearing process, Audit
Services has engaged BC Hydro Legal Services to assist with this review to provide a legal opinion on the
allegations based on the information obtained.” 381
In evidence is a series of iterations of the memo, all dated July 8, 2010. The memos are similar, differing by
successive edits that are made by parties who are not always clearly identified, and they describe the allegations
that the Code of Conduct Advisor had requested Audit Services to review, along with the findings and
conclusions of Audit Services. In the version found at Tab 66 of the Code of Conduct Filing, the Memo describes
the following specific allegations related to the 2010 Complaint as follows:
•

380
381

A potential increase of $32-38 million in the annual IT&T Capital Plan, as noted in an IT&T Update on
Strategy Development provided to the Audit and Risk Management Committee in May 2008, was not
disclosed by BC Hydro’s Chief Information Officer (CIO) during the October 2008 BCUC RRA oral hearing
process (RRA oral hearings), and should have been.
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•

Subsequent changes to IT projects listed in the RRA application were not properly disclosed by the CIO
during the RRA oral hearings even though certain projects on the list had been cancelled or changed at
the time. Specifically, SAP had by then replaced Peoplesoft as the Enterprise Financial Upgrade solution.

•

The CIO submitted incorrect information when requested by the BCUC to submit a document which
establishes principles for the IT&T Strategic Plan, viz. an October 2007 document was submitted to avoid
exposing the potential increase in the annual IT&T Capital spend and the use of SAP as the default
solution.

•

The SAP Enterprise Financial Upgrade project cost of $14.1 million, as reported in the F2011 RRA, is not
correct and should be greater than $30 million. In addition, the SAP Program, with forecasted costs
exceeding $50 million, has been broken down to discrete projects, none exceeding $20 million. 382

The Memo also states that the 2010 Review scope includes the following for each key allegation:
•

Confirm the validity of the information included in the allegations.

•

Clarify the legal requirements or internal policies/guidance for the applicable item for disclosure to the
BCUC.

•

Based on the information obtained, determine whether BC Hydro and the CIO complied with the legal
requirements and internal policies/guidance.

•

Based on the information obtained, determine if BC Hydro’s evidence, and particularly the CIO’s
testimony and filings, misled the BCUC as alleged. 383

This instance of the Memo provides the following “Summary Conclusion”:
•

Audit Services worked jointly with Legal Services to review the allegations. It is concluded that while the
evidence presented at the hearing was not the best or most complete evidence possible, it met BC
Hydro’s evidentiary obligations. The review did not sustain the allegation that the CIO had intentionally
misled the BCUC.

•

In addition, BC Hydro’s Chief Regulatory Officer has reviewed the relevant information and concluded
that even with full knowledge of all facts at the time, she would not have wanted the CIO’s testimony
and evidence corrected or supplemented. 384

The Memo also states that as a general legal requirement, “BC Hydro has an obligation to include information
on all items that drive expenditures in a regulatory rate application.” Other general requirements were
described as follows:
•

Evidentiary updates can be filed part way through the Information Request process for actual financial
information and material changes to load forecasts which affect rates.

•

If there are errors or substantial changes to forecasts, BC Hydro can introduce the correction or change
through Information Request responses or file an addendum.

•

Typically, materiality is a factor in deciding whether previously filed information should be updated for
subsequent changes in forecasted operating and capital costs. 385

The Memo further stated the following:
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Generally, BC Hydro Regulatory advises witnesses that it is best not to prematurely discuss
potential projects or initiatives if their scope and related costs have not been adequately
defined or estimated, [or] if the project has not yet received proper approval. However,
witnesses are at all times responsible to respond truthfully to all questions. Witnesses receive
witness training prior to the RRA hearings. 386
The Memo concluded with the following recommendations:
•

BC Hydro management should develop additional guidance to assist witnesses [to] determine whether
changes or proposed changes to their operating and capital budgets included in the RRA application
should be adjusted and disclosed.

•

The RRA witness training program should consider whether there is a need for guidelines on “draft”
documents, defining the same and making clear when they can be filed in the course of a hearing. 387

Included under the heading “Additional Information,” the Memo stated that the Chief Regulatory Officer also
reviewed the relevant information and concluded the following:
•

She was content with the CIO’s answers at the RRA Oral Hearing and his response to the undertaking;

•

She believed that the CIO would have had an obligation to inform the BCUC about SAP becoming the
preferred solution for the Enterprise Financial Upgrade Project had he been specifically asked but he
was never asked this question;

•

She further indicated that after reviewing all the relevant facts, and had she had full knowledge at the
time of the hearing, she would not have wanted the CIO’s testimony and evidence corrected or
supplemented. 388

In a subsequent email, the Chief Regulatory Officer stated that she reviewed the Memo described above and
was “comfortable with the characterisation of my input and my assessment.” She also commented that she
“would not have wanted the CIO’s testimony and evidence corrected or supplemented in light of the degree of
materiality and intervener and BCUC interest in this area.” However, the CRO suggests that “under other
circumstances I might well have wanted to update the CIO’s evidence.” 389
In that email, with respect to the Memo’s first recommendation, the CRO pointed out that “determinations as to
materiality for any changes to filings are made by the regulatory manager and legal counsel on that filing. I
would have no problem with your recommendation referring directly to ‘BC Hydro Regulatory management’
developing additional guidance….” 390
The CRO further stated that she agreed “with the overall sentiment of the [second] recommendation, but the
guidance on drafts versus final versions, and production of documents in hearings needs to come well before we
get to witness training, and goes much wider than just the RRA – it needs to be understood even as we prepare
the applications and respond to IRs. In cases where there is no oral hearing the same issues can arise.” 391
The final version of the Memo, provided in Tab 83 of the Code of Conduct Filing, did not contain any
recommendations. It did contain the results of the CRO’s review, in substantially the same form as discussed
above, with the following included under “Additional Information”:
386
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[The CRO] believed that the CIO would have had an obligation to inform the BCUC about SAP
becoming the preferred solution for the Enterprise Financial Upgrade Project had he been
specifically asked but he was never asked this question. 392
Various findings, conclusions and even the allegations changed through the iteration of approximately twenty
versions of the Memo, however for the most part in non-material ways. The “Summary Conclusion” of the
Memo reflected the biggest differences. The table below shows the final “Summary Conclusion” compared to
the initial version of the Memo:
Table 14: Summary Conclusion of the Code of Conduct Investigation
Summary Conclusion of the Code of Conduct Investigation
Initial version 393

Final version 394

while the evidence presented at the hearing was
not the best or most complete evidence possible, it

the evidence presented during the process

met BC Hydro's evidentiary obligations.

met BC Hydro’s evidentiary obligations

The review did not find any evidence that the CIO
was intentionally trying to mislead the BCUC.

and that the BCUC was not misled.

In addition, BC Hydro's Chief Regulatory Officer has
reviewed the relevant information and concludes

In addition, BC Hydro's Chief Regulatory Officer
has reviewed the relevant information and
concluded
that even with full knowledge of all the facts at
the time,

she would not have wanted the original evidence
changed or supplemented.

she would not have wanted the CIO's testimony
and evidence corrected or supplemented
in light of the degree of materiality and
intervener and BCUC interest in this area.

The 2010 Review was completed in July 2010, with the following report presented to the ARMC: 395
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This followed BC Hydro’s filing of its F2011 RRA which is discussed in the subsequent section.

8.4.1 Position of the parties
BC Hydro states the following in the letter accompanying its Final Argument:
The final argument does not otherwise include submissions on the 2010 Code of Conduct
complaint because we believe that the complaint and the BC Hydro documents related to the
resolution of the complaint do not add anything to the Scope Items of the Inquiry beyond what
is already on the public record.
The CEC submits the following:
…having a Code of Conduct complaint review and investigations taken over by Legal to establish
legal privilege in contemplation of litigation effectively turns the process into a preparation for a
legal defense of BC Hydro. This then leads to a process more aimed at defending the issues
raised in a complaint than at airing the issues and learning from the complaint what can be done
better in the future. It could appear to be seen as part of a cover up process negatively
impacting the credibility of BC Hydro. The CEC's primary concern however is that it will lead to a
process that avoids learning from the issues and making improvements. 396
The CEC also submits that “the Code of Conduct/ethics review of a complaint should be separated from the legal
preparations for potential litigation and that both should have separate review and investigation processes to
serve their different purposes.” 397
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The CEC further submits that the BCUC “should request BC Hydro to make improvement to its Code of
Conduct/ethics review processes and its litigation defense processes to ensure that the objectives of the code of
conduct/ethics review process are better served in the future.” 398
In Reply, BC Hydro states the following:
…. the CEC asks the Commission to direct BC Hydro to make improvements to its Code of
Conduct/ ethics review process. The CEC’s request is based solely on its opinions about a single
Code of Conduct complaint review undertaken eight years ago, and the false assumption that
nothing has changed. This Inquiry did not review BC Hydro’s current Code of Conduct complaint
review process which BC Hydro notes has changed relative to the process eight years ago. The
CEC argument falls far short of justifying its requested directive and fails to cite any Utilities
Commission Act provision that might give the Commission jurisdiction to make the directive. 399

8.4.2 Panel findings
We agree with BC Hydro that any directives regarding BC Hydro’s Complaint Process would require applicable
jurisdiction under the UCA. Further, in our view, any such directives are beyond the scope of the SAP Inquiry.
However, the evidence provided regarding the 2010 Review illustrates the corporate culture within BC Hydro
and attitudes of the then senior management team towards disclosure and of the relationship generally
between the BCUC and BC Hydro. For this reason, the Panel will provide some comments on the 2010 Review.
Several themes arise in the 2010 Review that resonate with the comments made by management during and
immediately after the F2009–F2010 RRA Oral Hearing.
One such theme is that the decision to move to SAP was “only” a strategy decision; since no spending decision
had been made, there was no need to disclose. Notwithstanding that the Panel disagrees with this view, there
had actually been an explicit spending authorization made prior to the RRA proceeding, which should have been
disclosed in that proceeding. As outlined above, a current funding request of $750,000 to “provide an
assessment and plan (collectively, the Blueprint) to support a decision to proceed to implement SAP Financials
to replace BC Hydro's existing financial systems (Peoplesoft Financials v8.0)” was approved by, among others,
the CIO.
Another theme is that since the BCUC did not ask a specific question – presumably along the lines of “Have you
made a decision to replace PeopleSoft with SAP?” – there was no obligation to disclose the specifics of the then
nascent, but approved, SAP Strategy. Again, the Panel disagrees with this position in the context of the SAP
Inquiry.
We are encouraged by the comments of the CRO that it is the role of BC Hydro regulatory management to
develop additional guidance for witnesses. However, at the time those comments were made, it appears that
even within the regulatory management team there was not a clear understanding of what guidance should be
provided to witnesses. The CRO appears to be of the view that “the CIO would have had an obligation to inform
the BCUC about SAP becoming the preferred solution for the Enterprise Financial Upgrade Project had he been
specifically asked, but he was never asked this question.” 400 However, as discussed previously in the SAP Inquiry
Report, the record shows the following interchange took place during the F2009–F2010 RRA Oral Hearing:
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BC Hydro’s CIO, stated:
We are, in fact, looking at PeopleSoft as one of the solutions, but we are also looking at other
options, just in case we want to find a better solution. 401
The Panel Chair followed up with the following question:
I want to make sure I understood …….. So you say you are still looking at other options as
well? 402
To which the CIO responded:
Yeah, the team -- the accounting team in place today is really looking at all the business
processes and reporting requirements, with a reflection of IFRS in particular, yes. 403
This interchange took place two months after an EAR was signed to support a decision to implement SAP to
replace PeopleSoft Financials.
In the Panel’s opinion, for the CRO to interpret this testimony as the CIO not being asked about SAP becoming
the preferred solution for the Enterprise Financials Upgrade project is not credible. Accordingly, we find that
the CRO’s position that she would not have wanted the CIO’s testimony and evidence corrected or
supplemented to be based on an incorrect analysis and/or understanding of the issues.
As we have previously stated, the duty to inform the BCUC is not specifically or narrowly prescribed. If there is
any doubt about disclosure, BC Hydro, or any regulated entity, should err on the side of disclosure. BC Hydro’s
own disclosure guidelines, as articulated in the Memo, state that BC Hydro has an “obligation to include
information on all items that drive expenditures in a regulatory rate application.” 404 The Panel agrees with this
view and notes that this alone necessitated disclosure of the approved EAR – even if there had not been a direct
question asked.
It is not possible for the Panel to determine exactly why the CRO took the very narrow position on disclosure
that she did. It appears to have been part of a broader corporate culture of taking a very narrow interpretation
of disclosure requirements, a distrust of the BCUC and a reticence to disclose. It is apparent that there was
disagreement in the management team regarding the need for disclosure. The Panel also considers that this may
in part be because some members of the management team were unsure whether SAP had been adopted or
not, and further, what disclosures to the BCUC were required.
Therefore, the Panel finds that there was a culture of reticence to inform the BCUC when there was doubt
about something, even among individuals that understood or should have understood the role of the BCUC.
Because of this doubt and uncertainty among BC Hydro staff, the Panel finds no evidence to support a finding
that the BCUC was intentionally misled. The Panel finds BC Hydro’s culture of reticence to be inappropriate.
However, we are encouraged by the significant change in BC Hydro’s view in its 2016 letter to the BCUC, which
we will review further in Section 8.6 of this Report.

8.5

F2011 RRA disclosure

In the F2011 RRA, BC Hydro stated:
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In F2009, the variance over plan of $0.7 million was primarily due to increased SAP software
licence fees and other costs. In F2010, less capital overhead is forecast to be transferred to
capital accounts, resulting in a variance to the F2010 RRA of $0.6 million. In F2011, a $0.6 million
reduction is planned through reduced labour costs as a result of the elimination of lower priority
work and reduced information systems support. 405
The following description of the Enterprise Financials Upgrade project was provided: 406
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The following description of the PPM project was also provided: 407
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In its January 8, 2016 letter, BC Hydro stated the following:
On March 3, 2010, BC Hydro filed its [F2011] RRA, the relevant year for recovery of these costs
from ratepayers as the project was in service. That application detailed its actual 2009/10 IT&T
expenditures and forecast expenditures for 2011, described its plans to transition to SAP
financials and presented its IT&T strategy.
Thus, BC Hydro had fully informed the Commission of the decision to shift vendors to SAP, and
did so at the first opportunity when the decision had been made. 408
However, in the same letter, BC Hydro also stated:
More information should have been proactively provided to give the Commission insight into
the fact that in May 2008, a strategic policy decision had been made to adopt SAP as an
enterprise-wide platform for future individual IT projects and that with regard to the separate
decision on the financial module, SAP was being considered as an alternative to PeopleSoft and
was emerging as the preferred option by the time of the oral hearing in October 2008. 409

8.5.1 Panel discussion
The disclosures in BC Hydro’s F2011 RRA provide an overview of the state of the SAP projects at the time of the
RRA. As such, they provide an example of the disclosure that should have been made in the F2009–F2010 RRA.
However, they do not qualify as a retroactive disclosure, since they do not acknowledge the SAP Decision that
was made in May 2008. Further, there was no acknowledgement that BC Hydro had failed to make appropriate
disclosures during the previous RRA.

8.6

BC Hydro 2016 Review Report

In January 2016, BC Hydro engaged a consultant with the following Terms of Reference:
1. To determine if BC Hydro had developed an overall culture and identified an approach to its relationship
with the BCUC in 2008. If so, to determine what it was and what expectations were communicated to its
employees in the context of sharing information with the BCUC.
2. To determine if the conduct demonstrated by BC Hydro staff aligned with the company's expectations at
the time (those of safety, service, integrity, accountability, teamwork and ingenuity).
3. To determine the nature of the employees’ understanding of the regulatory process and evidentiary
requirements.
4. To obtain learning's from the 2008 Regulatory Review Process to inform the development of appropriate
regulatory practices in the future. 410
The resulting report, titled “Cultural Review: Code of Conduct Investigation” dated April 1, 2016 (2016 Review
Report), describes the climate in the IT&T department in 2008 as undergoing a lot of change, with a new CIO.
Under the CIO’s leadership, the IT&T strategy was changing from a de-centralized approach, both in terms of
how and where IT&T employees were positioned and also the amalgamation of ERP. 411

408

Exhibit A2-2, p. 3.
ibid., p. 4.
410
Exhibit B-24, Tab 95, PDF pp. 635-636.
411
Exhibit B-17-1 (Confidential), Tab 95; Exhibit B-24 (Redacted), Tab 95, PDF p. 637.
409

SAP Inquiry Report

105

The 2016 Review Report describes a witness account of the IT&T Strategy as being unclear. 412
The 2016 Review Report also describes a lack of clarity and understanding of the significance of the regulatory
process. In 2008, BC Hydro was going through a process of understanding what it meant to be regulated, as
there had not been any rate hearings for a number of years. While executives took the 2008 RRA “very
seriously” and gave “a lot of time and attention to the process,” some senior leaders felt the process was
onerous and too time consuming. Some senior leaders felt that there was no reason why BC Hydro should
subject itself to detailed scrutiny by the BCUC. 413
In contrast, one witness interviewed by the 2016 Review Report’s authors felt that regular participation in the
regulatory process contributes to BC Hydro’s best practices, stating "If you go through a process every year, you
get in the habit of making good business decisions that can be scrutinized.” 414
Another area where the 2016 Review Report drew conclusions was legal advice and witness training. It describes
a high degree of reliance on external counsel and a witness consultant. It is reported that many BC Hydro
employees did not feel comfortable with the witness consultant. Instructions from external counsel on how to
respond as a witness included the following advice: “It is not the witness’ job to volunteer; a witness is not here
to make the case for the position of the cross examiner.” 415
The 2016 Review Report made recommendations in three areas:
1. BC Hydro: A Regulated Utility
•

Employees at all levels need to have a better understanding of what it means to be regulated
and how regulation impacts the work being done in the organization.

•

Incorporate the expectations of regulation as an essential part of BC Hydro’s business.

2. Reliance on External Counsel and Consultants
3. Preparation for Regulatory Processes 416
BC Hydro did not provide a copy of the 2016 Review Report to the BCUC until June 28, 2017. 417 In its letter of
January 8, 2016, BC Hydro provided only this comment in reference to the 2016 Review Report:
I have initiated an internal review guided by the standards of BC Hydro’s Code of Conduct to
attempt to gain further insight into the judgements that led to the testimony itself, the
inadequate January 8, 2016 and the failure to identify any other opportunity to correct any
misapprehensions created by the testimony. 418
The consultant’s report to BC Hydro was dated April 1, 2016.

8.6.1 Panel findings
The conclusions of the 2016 Review Report further underline the Panel’s concerns about the culture of BC Hydro
with regard to its approach to regulation and its relationship with the BCUC.
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In particular, the Panel finds that in 2008 the management of BC Hydro was not adequately trained in the role
of the BCUC in regulation of BC Hydro. One of the recommendations in the 2016 Review Report is that
“[e]mployees at all levels need to have a better understanding of what it means to be regulated and how
regulation impacts the work being done in the organization.” 419 Based on the Panel’s observations regarding the
2010 Review and the observations of the 2016 Review Report, the Panel concurs.
As we have repeatedly found in this section of the SAP Inquiry Report, because of this lack of training, which
gave rise to the culture of reticence to disclose, there was confusion about what disclosures were required
and even what had been approved. The Panel however finds no evidence to support a finding that the BCUC
was intentionally misled.
In its letter to the BCUC in 2016, BC Hydro stated:
More information should have been proactively provided to give the Commission insight into
the fact that in May 2008, a strategic policy decision had been made to adopt SAP as an
enterprise-wide platform for future individual IT projects and that with regard to the separate
decision on the financial module, SAP was being considered as an alternative to PeopleSoft and
was emerging as the preferred option by the time of the oral hearing in October 2008. 420
The Panel concurs and also commends BC Hydro for acknowledging the specific regulatory missteps made in
regard to the SAP Strategy disclosure and for being forthright and appropriate in setting out the standard to be
met in informing the BCUC on any issue.
However, the Panel remains concerned that even by 2016, BC Hydro had not fully embraced its responsibilities
and made the necessary changes in its culture. This is evidenced by the lack of transparency regarding the 2016
Review Report and the fact that it took more than a year for BC Hydro to file the report with the BCUC.

9.0

Recommendations

The evidentiary record for this proceeding goes beyond material that addresses the five specific scope items
relating to past events, inasmuch as parties have also put forward various recommendations for going forward.
The Panel agrees that providing a set of recommendations, while not explicitly set out in the proceeding’s scope,
is useful guidance that can help ensure efficient and effective regulation.
The Panel is mindful that the principal focus of our review relates to events that occurred some ten years ago.
That said, our review also encompasses information relating to more recent events: the 2010 Complaint and its
handling; and the positions/actions taken by BC Hydro in responding to the Dix Complaint and in its submissions
during the SAP Inquiry.
Our recommendations fall into three broad categories:
•
•
•

BC Hydro’s relationship with the BCUC
BC Hydro’s decision-making/approvals framework
BC Hydro’s EAR/Business Case framework

The Panel is mindful that some of our recommendations may be superseded by events, such as the
implementation of changes to BC Hydro’s internal processes and practices. Further, we recognize that these
issues exist on a continuum of practices: we do not mean to imply in any of our recommendations that we
419
420
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believe that BC Hydro is otherwise consistently operating at odds with these recommendations. Rather, they are
offered to suggest areas where we believe there is potentially room for improvement.

9.1

BC Hydro’s relationship with the BCUC
9.1.1 The role of the BCUC

The Panel acknowledges that the regulatory framework inherently creates some tension, insofar as the interests
of a utility’s shareholders in any specific situation may not necessarily align with the public interest. If taken to
an extreme, the relationship between the regulator and the utility can devolve into an adversarial one, similar to
opposing parties in a lawsuit.
At the other end of the spectrum, and particularly in the case of government-owned utilities (i.e. where the
ultimate shareholders are in fact the same people who set public policy) the relationship between the utility and
the regulator can be collaborative in nature, seeking the best possible solutions that serve the public interest.
The evidentiary record demonstrated a reticence on the part of BC Hydro to engage with the BCUC, and in some
cases at least the appearance of avoidance. Thus, while the Panel does not see evidence that BC Hydro viewed
its relationship with the BCUC in that extreme light of purely adversarial, the Panel is of the view that there is
room for movement along this continuum.
Excerpts from the conclusion section of the 2016 Review Report, under the heading of “BCH: A Regulated
Utility,” include:
•

A number of witnesses discussed the need for BC Hydro employees at all levels to have a better
understanding of what it means to be regulated and how regulation impacts the work being done in the
organization.

•

By incorporating the expectations of regulation as an essential part of BC Hydro's business, there is an
opportunity to engage business groups to become responsible for regulatory outcomes, rather than
seeing the regulatory process as something that only rests on those charged with regulatory and legal
duties within BC Hydro. 421

Recommendation: BC Hydro should foster and adhere to a corporate culture whereby working with the BCUC
is a necessary and important element in achieving the best possible decisions.

9.1.2 Provision of information to the BCUC
As discussed in Section 8 of the Report, section 43(1) of the UCA obligates a utility to “(a) answer specifically all
questions of the commission, and (b) provide to the commission the information the commission requires.” This
suggests that ensuring a complete body of information for any regulatory decision(s) is a shared responsibility:
for the BCUC to ask the right questions and adequately set out its information requirements; and for BC Hydro
to provide the accurate, complete and transparent information in response.
As previously noted by the Panel, there is a fundamental information imbalance between what BC Hydro knows
of its own internal operations/decisions and what portion(s) of that it chooses to pass on to the BCUC. Thus,
situations arise where the BCUC “doesn’t know what it doesn’t know.” The Panel has found instances that it
characterizes as a culture of reticence to inform the BCUC when there was doubt as to the proper level of
disclosure.

421
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The 2016 Review Report includes the following recommendation: “By integrating regulatory expectations as a
part of best business practice, all business groups will hopefully become more proactive in information sharing
and producing material that would be necessary in a process.” 422
Recommendation: BC Hydro should approach decisions regarding information disclosure to the BCUC from a
perspective that is informed by “if in doubt, provide the information.”
The Panel notes the CEC’s recommendation that the BCUC exercise “staged oversight on all BC Hydro IT&T
expenditures, if not all BC Hydro capital expenditures in a Capital Plan Requirement Application (CPRA) review
process separated from the usual RRA process.” 423
Recommendation: BC Hydro should consider the CEC’s suggested Capital Plan Requirement Application review
process as part of the BC Hydro Review of the Regulatory Oversight of Capital Expenditures and Projects
proceeding currently underway with the BCUC.

9.1.3 The role of Regulatory Affairs
The Panel notes the relative absence of Regulatory Affairs’ input in a significant portion of the evidentiary
record. As a case in point, the 2010 Review indicates that Regulatory Affairs was not fully engaged in the issue of
whether the CIO’s statement in 2008 was correct and whether follow-up with the BCUC was required: the
observation that “had [the CRO] had full knowledge at the time of the hearing…,” 424 demonstrates that the CRO
was not fully informed at the time.
It is arguable that BC Hydro managers outside of Regulatory Affairs may not always understand the breadth and
scope of all the regulatory issues being addressed by BC Hydro, and therefore may not appreciate the regulatory
significance of one or another decision being made under their purview. This by no means provides an excuse
for those individuals not to be well-informed of and guided by the obligation to provide adequate information to
the BCUC, but it does argue for the involvement of Regulatory Affairs as an integral participant in the process.
Recommendation: BC Hydro should actively and consistently keep Regulatory Affairs informed of
actions/decisions that may have regulatory implications.

9.1.4 The role of Legal Affairs
The evidentiary record demonstrates a strong hand exerted by Legal Affairs in the 2010 Review. The revisions to
the final statement of findings in the Code of Conduct investigation demonstrate a mind-set of legal defense as
opposed to understanding the events from the perspective of learning for the future. Further, comments from
Legal Affairs to justify a finding that the BCUC was not misled appear to be based on a mindset of disclosing only
what is necessary for strict compliance: “In the circumstances, there was no positive duty on BCH to advise the
hearing further.” 425
The 2016 Review Report provides the following summary observation regarding reliance on external counsel:
The evidence indicates that standard legal advice was provided in connection with witnesses in
a litigation setting, such as "It's not your job to volunteer information," "You're not there to make
a case for the position of the cross-examiner,” and "It's litigation - not a dialogue." While the
advice may be typical, paired with the strong reliance on external counsel and the adversarial
422
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approach of the Witness Consultant, one can imagine an environment created where
inexperienced witnesses may not have been clear on how to approach their role as a witness
that would be both effective and consistent with the BCH values articulated at the time. 426
Clearly, Legal Affairs has a role to play in ensuring that BC Hydro is fully compliant with its obligations as a
regulated utility. That said, this is but one standard of conduct. Further to the Panel’s findings in Section 8 of this
Report, making decisions in the public interest requires a broader perspective than narrow legal compliance.
Recommendation: BC Hydro should avoid taking the narrowest possible “legal defense” view of its regulatory
relationship with the BCUC.

9.2

The decision-making/approvals framework
9.2.1 Strategic decisions

As noted by the Panel, many strategic decisions made by BC Hydro’s management have significant financial
implications attached to them, and thus, it is a false dichotomy to suggest that decisions fall into only one or the
other category (i.e. strategic or financial). All decisions with financial implications, whether viewed as also
strategic or not in their nature, require regulatory review and approval according to the requirements set out in
the UCA and BCUC directives/guidelines.
Recommendation: BC Hydro should operate under the expectation that many if not all strategic decisions
have a financial impact, and that all decisions with financial implications must be
disclosed/reviewed/approved in accordance with the regulatory requirements in place at the time of the
decision.

9.2.2 Clear delineation of approvals required
Significant attention has been paid in this Report to the approvals sought (or not sought) in relationship to SAP.
This section does not revisit the quality of the decisions/actions taken, but speaks to the framework for decisionmaking.
The Panel has found a pattern of costs being segregated/characterized in such a way that BC Hydro’s Board of
Directors and BCUC scrutiny were avoided on numerous occasions associated with the SAP initiative, and at
multiple levels of decision-making. Decisions such as the approval of the SAP Strategy and approvals of EARs
associated with SAP projects were structured and approved with the result that they were below the thresholds
whereby they would attract the scrutiny of the Board, CEO or the BCUC. Further, the Panel found in the case of
the SAP Financials project that BC Hydro failed to adhere to the EAR procedure that states that multiple projects
intended to be run as a program, while requiring approval individually at appropriate levels, must also be
consolidated into a Program Initiative for approval purposes.
Recommendation: BC Hydro should adhere to a clear approval/decision-making framework that, at a
minimum:

426

•

ensures that related projects are aggregated according to BC Hydro’s existing financial policies and
procedures, that they are aggregated to the highest reasonable level, and that strategies with
financial implications have all their costs aggregated into a program for review and approval;

•

ensures that both aggregated programs and their component projects are appropriately reviewed
and approved; and
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•

precludes breaking apart a project into component parts that fall below review threshold levels.

BC Hydro should ensure that its 2018 Capital Filing Guidelines, currently the subject of another proceeding
with the BCUC, clearly meet or exceed the expectations set out above.

9.2.3 Documentation and communication
The evidentiary record provides examples where the status of an approval and/or the documentation thereof
was unclear. For example, as it relates to the SAP Decision, it is clear that managers at BC Hydro at the time had
disparate views on precisely when, how, by whom, and by what authority the SAP Decision was actually
approved, and the implications thereof. Contributing to the problem, the documentation (meeting minutes, et
al.) was sufficiently ambiguous and/or in some cases sparse or absent altogether. By way of example, the SAP
Strategy was presented to the ARMC on May 22, 2008 but no minutes exist from that meeting that document
the ARMC’s review of the strategy. However, the July 28, 2008 EAR for the SAP Financials – Blueprint Phase
states that the strategy was approved by ARMC. 427
Recommendation: BC Hydro should ensure that its approvals/decision framework:
•

provides clarity on the distinction between formal approvals/decisions and information briefings;

•

ensures complete and accurate documentation of all formal approvals/decisions;

•

communicates the approvals/decisions to all parties that need to know; and

•

ensures a shared and common understanding of the specific nature (including limitations and followup obligations) of each approval granted.

9.3

The EAR/Business Case framework
9.3.1 Analysis of alternatives

The BC Hydro EAR/Business Case framework articulates the need for an analysis of alternatives as an important
part of the framework. That said, the Panel is concerned that in some cases the value of the process was
diminished due to either superficial analysis of alternatives, or a misplacement of the focus of “alternatives.”
The Panel has previously found in this Report that the decisions to move from “best of breed” strategy to a
single software vendor, and the choice of SAP as the default platform were justified on a superficial analysis of
alternatives.
At the specific project level, the Panel found that the SAP Financials business case failed to meaningfully assess
alternative software platform solutions, on the one hand arguing that the SAP Decision provided high level
strategic direction only and that each module/project was to be subjected to rigorous analysis when the time
came, but on the other hand relying on the SAP Decision as having already dealt with that issue. Instead, the
requirement for a business case to provide an analysis of alternatives was “satisfied” by the presentation of a
review of how the implementation of the SAP software would be accomplished. The Panel considers this to be a
misapplication of the requirement to evaluate alternatives, focusing on how to implement the decision rather
than alternatives to the decision itself (i.e. whether to go with SAP Financials to meet the software needs of the
BC Hydro finance group).
Recommendation: BC Hydro should ensure that EAR/Business Case submissions contain a thorough and
meaningful evaluation of alternatives when considering different courses of action.
427
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9.3.2 Analysis of benefits
As previously set out in this Report, the Panel considers the inclusion of expected benefits of any initiative to be
a critical input to the review of its merits. While recognizing that some benefits may be more qualitative in
nature and may not readily lend themselves to a precise financial metric, this does not eliminate the need to
articulate the benefit with some specificity (e.g. establishing baselines, use of proxy measures, and use of
nonfinancial but still observable outcomes).
Recommendation: BC Hydro should ensure that project approval requests (whether embedded in the EAR
and/or Business Case) include a clear articulation of expected benefits, with observable outcomes and
specified time frames.

9.3.3 Tracking of results achieved
Setting out clear expectations of the benefits to be realized is an important first step, but not the end-goal. The
end-goal is the actual realization of the anticipated benefits. Further, an analysis of the extent to which and
reasons why the actual results may have differed (positively or negatively) from the anticipated outcomes
provides invaluable insights that can inform and improve the success of future projects.
Recommendation: BC Hydro should ensure that benefits derived from projects are tracked and reported, and
are also assessed to evaluate the extent to which expected outcomes were achieved and the contributing
factors thereto.
DATED at the City of Vancouver, in the Province of British Columbia, this

7th

day of September 2018.

Original signed by:
____________________________________
D. M. Morton
Panel Chair / Commissioner
Original signed by:
____________________________________
H. G. Harowitz
Commissioner
Original signed by:
____________________________________
R. I. Mason
Commissioner
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10.0

Summary of Panel Findings

This summary is provided for the convenience of readers. In the event of any difference between the findings in
this summary and those in the body of the Report, the wording in the Report shall prevail.
Findings

Page

1.

the Panel finds that the Code of Conduct Filing contains Personal Information, and that this
Personal Information is in the custody and control of the BCUC.

7

2.

the Panel finds that in the absence of an application for the disclosure of the Code of
Conduct Filing, there is no legal obligation for the BCUC to apply Part 2 of the FOIPPA in the
SAP Inquiry.

7

3.

the Panel finds that the BCUC is authorized under section 33.1(1)(c) of the FOIPPA to
publicly disclose Personal Information in pursuit of the SAP Inquiry.

8

4.

the Panel finds that the disclosures of Personal Information which are required to
substantiate the Panel’s findings in the SAP Inquiry Report to be in the public interest and
are not an unreasonable invasion of personal privacy.

11

5.

the Panel finds that it is in the public interest to disclose much but not all of the Personal
Information contained in evidence.

14

6.

the Panel finds that there is no obligation under the FOIPPA for the BCUC to notify any
individuals prior to the disclosure of their Personal Information in this proceeding.

15

7.

Based on the evidence collected in the SAP Inquiry, the Panel finds that the total SAPrelated capital and operating expenditures incurred by BC Hydro between May 2008 (i.e.
the time of the adoption of the SAP Strategy) and the end of F2016 was $197,042,000.

32

8.

For all of the reasons outlined above, the Panel finds that the SAP Decision was a financial
decision.

41

9.

the Panel finds that BC Hydro should have developed an EAR and an accompanying
business case to properly support the SAP Decision.

42

10.

the Panel finds that the way the SAP Decision was made prevented its appropriate scrutiny
by BC Hydro’s Board of Directors and the BCUC.

46

11.

the Panel finds that BC Hydro’s CEO and CFO and its ARMC members did not exhibit good
business judgement when reviewing and approving the SAP Decision without an
expenditure approval or business case.

46

12.

the Panel finds that the manner in which the PSW project was approved and subsequently
transferred in part to the Transformation Initiative prevented its appropriate scrutiny by
the BC Hydro Board of Directors and by the BCUC. Further, appropriate scrutiny and
approvals for the PSW project were absent at the required levels below the Board.

51

13.

the Panel finds that more than $20 million worth of work was required to implement SAP
Financials, and BC Hydro did not seek the appropriate approvals from the BCUC for the
expenditure of that total amount.

54

SAP Inquiry Report

113

14.

The Panel finds that BC Hydro should have combined the Enterprise Program Common
Infrastructure Project and SAP Financials for approval purposes, and that by separating
them BC Hydro did not seek the appropriate approvals for the total amount.

54

15.

The Panel finds that the cost of the SAP licences associated with the SAP Financials project
should have been approved as part of the expenditure approval for SAP Financials.

54

16.

The Panel finds that BC Hydro did not properly follow its expenditure authorization
procedures with regards to enhancement projects related to the SAP Financials
implementation.

55

17.

The Panel finds that the expenditures related to SAP escaped the proper degree of scrutiny
as a result of the manner in which their approvals were sought.

56

18.

Thus, the Panel finds that the BC Hydro Executive Team made the decision to choose a
single ERP over the “best of breed” approach based on inadequate analysis.

58

19.

The Panel finds that the BC Hydro Executive Team selected SAP as its single ERP software
vendor based on inadequate analysis.

58

20.

the Panel finds that the SAP Strategy was put forward without any meaningful attempt to
quantify the value of the SAP investment being proposed, and that the Executive Team
made the SAP Decision on the basis of inadequate financial analysis.

59

21.

The Panel finds that the SAP Financials business case failed to meaningfully assess
alternative solutions.

63

22.

The Panel finds that the business case for the SAP Financials module implementation was
deficient in not attempting to quantify the benefits associated with the implementation.

63

23.

The Panel finds that BC Hydro’s Controls for IT&T project delivery governance that were in
place in 2008 were appropriate.

67

24.

the Panel finds that BC Hydro should ensure its benefits realization process for IT&T
projects includes an analysis of the quantified benefits and costs of each project, and that
proper accountability for the realization of benefits is assigned.

67

25.

the Panel finds that BC Hydro’s Complaint Process was not operating effectively when the
2010 Review was conducted. As a result, poor standards of evidence disclosure to the
BCUC during the 2008 regulatory process, which BC Hydro has since acknowledged, were
not brought to light and addressed in a timely manner.

73

26.

the Panel finds that goals 2, 3, 6 and 7 of the IT&T Plan are partially or wholly related to the
SAP initiatives.

79

27.

the Panel finds that the “Simplified Integrated Applications” goal has been partially,
although not completely achieved.

80

28.

the Panel finds it cannot conclude that BC Hydro has made any progress towards the
“Business Satisfaction” goal as a result of implementing SAP.

80
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29.

the Panel finds that the “Clear Information Architecture” goal has been partially, although
not completely achieved.

81

30.

the Panel is unable to draw conclusions with regard to whether progress has been made
towards lowering IT&T costs.

81

31.

The Panel finds based on the evidence put forth by BC Hydro in the SAP Inquiry that the
planned capital expenditures on the adoption of the SAP Platform and on SAP projects
between F2017 and F2026 are approximately $191 million.

83

32.

Therefore, the Panel finds that the testimony provided by the CIO during the F2009–F2010
RRA Oral Hearing was incomplete and potentially misleading. This is contrary to what is
required under section 43(1)(a) of the UCA. For example, we find that BC Hydro did not
properly disclose a potential increase of $32–38 million in the IT&T Capital Plan, as
approved by the BC Hydro Executive Team and noted in an IT&T Update on Strategy
Development provided to the ARMC in May 2008.

88

33.

In this case, the Panel finds no evidence to support a finding that the BCUC was
intentionally misled.

88

34.

The Panel finds that BC Hydro management failed to provide the requested information in
Undertaking No. 62, thereby missing an opportunity to provide the disclosure to the BCUC
that it was required to provide.

93

35.

the Panel finds no evidence to support a finding that the BCUC was intentionally misled.

94

36.

The Panel finds that while BC Hydro did provide a point-in-time update to the BCUC in June
2009, this does not constitute a full disclosure of the circumstances related to the approval
of the switch from PeopleSoft to SAP.

95

37.

Accordingly, we find that the CRO’s position that she would not have wanted the CIO’s
testimony and evidence corrected or supplemented to be based on an incorrect analysis
and/or understanding of the issues.

102

38.

Therefore, the Panel finds that there was a culture of reticence to inform the BCUC when
there was doubt about something, even among individuals that understood or should have
understood the role of the BCUC. Because of this doubt and uncertainty among BC Hydro
staff, the Panel finds no evidence to support a finding that the BCUC was intentionally
misled.

102

39.

In particular, the Panel finds that in 2008 the management of BC Hydro was not adequately
trained in the role of the BCUC in regulation of BC Hydro.

107

40.

As we have repeatedly found in this section of the SAP Inquiry Report, because of this lack
of training, which gave rise to the culture of reticence to disclose, there was confusion
about what disclosures were required and even what had been approved. The Panel
however finds no evidence to support a finding that the BCUC was intentionally misled.

107
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11.0

Summary of Panel Recommendations

This summary is provided for the convenience of readers. In the event of any difference between the
recommendations in this summary and those in the body of the Report, the wording in the Report shall prevail.
Recommendations

Page

1.

Recommendations regarding BC Hydro’s relationship with the BCUC

a)

BC Hydro should foster and adhere to a corporate culture whereby working with the BCUC
is a necessary and important element in achieving the best possible decisions.

108

b)

BC Hydro should approach decisions regarding information disclosure to the BCUC from a
perspective that is informed by “if in doubt, provide the information.”

109

c)

BC Hydro should consider the CEC’s suggested Capital Plan Requirement Application review
process as part of the BC Hydro Review of the Regulatory Oversight of Capital Expenditures
and Projects proceeding currently underway with the BCUC.

109

2.

Recommendation regarding the role of Regulatory Affairs
BC Hydro should actively and consistently keep Regulatory Affairs informed of
actions/decisions that may have regulatory implications.

3.

Recommendation regarding the role of Legal Affairs
BC Hydro should avoid taking the narrowest possible “legal defense” view of its regulatory
relationship with the BCUC.

4.

109

110

Recommendations regarding BC Hydro’s decision-making/approvals framework
Strategic decisions:

a)

BC Hydro should operate under the expectation that many if not all strategic decisions have
a financial impact, and that all decisions with financial implications must be
disclosed/reviewed/approved in accordance with the regulatory requirements in place at
the time of the decision.
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Clear delineation of approvals required:
BC Hydro should adhere to a clear approval/decision-making framework that, at a
minimum:

b)

•

ensures that related projects are aggregated according to BC Hydro’s existing
financial policies and procedures, that they are aggregated to the highest
reasonable level, and that strategies with financial implications have all their costs
aggregated into a program for review and approval;

•

ensures that both aggregated programs and their component projects are
appropriately reviewed and approved; and

•

precludes breaking apart a project into component parts that fall below review
threshold levels.

110–111

BC Hydro should ensure that its 2018 Capital Filing Guidelines, currently the subject of
another proceeding with the BCUC, clearly meet or exceed the expectations set out above.
Documentation and communication:
BC Hydro should ensure that its approvals/decision framework:

c)

5.

•

provides clarity on the distinction between formal approvals/decisions and
information briefings;

•

ensures complete and accurate documentation of all formal approvals/decisions;

•

communicates the approvals/decisions to all parties that need to know; and

•

ensures a shared and common understanding of the specific nature (including
limitations and follow-up obligations) of each approval granted.

111

Recommendations on BC Hydro’s EAR /Business Case framework
Analysis of alternatives:

a)

BC Hydro should ensure that EAR/Business Case submissions contain a thorough and
meaningful evaluation of alternatives when considering different courses of action.

111

Analysis of benefits:
b)

Recommendation: BC Hydro should ensure that project approval requests (whether
embedded in the EAR and/or Business Case) include a clear articulation of expected
benefits, with observable outcomes and specified time frames.

112

Tracking of results achieved:
c)

Recommendation: BC Hydro should ensure that benefits derived from projects are tracked
and reported, and are also assessed to evaluate the extent to which expected outcomes
were achieved and the contributing factors thereto.
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APPENDIX A
to SAP Inquiry Report

List of Acronyms
This list is provided for the convenience of readers. In the event of any difference between the acronyms in
this summary and those in the body of the Report, the wording in the Report shall prevail.

2010 Complaint

A letter received by the BCUC on March 20, 2017, from the law firm
Hamilton Howell Bain & Gould informing the BCUC that on April 1,
2010, its client filed a code of conduct complaint with BC Hydro’s Code
of Conduct Advisor.

2010 Review

BC Hydro’s first investigation into the 2010 Complaint in 2010.

2012 Audit

The 2012 audit of the EMPower project

2016 Review Report

A report titled the Cultural Review: Code of Conduct Investigation,
dated April 1, 2016, regarding BC Hydro’s investigation into the review
of the circumstances surrounding the events described in the 2010
Complaint.

ARMC

Audit and Risk Management Committee

ATA

Administrative Tribunals Act

BC Hydro

British Columbia Hydro and Power Authority

BCOAPO

The British Columbia Old Age Pensioners’ Organization et al.

BCTC

British Columbia Transmission Corporation

BCUC

British Columbia Utilities Commission

CPRA

Capital Plan Requirement Application

CEC

Commercial Energy Consumers Association of BC

CEO

Chief Executive Officer

CFO

Chief Financial Officer

CIO

Chief Information Officer

Code of Conduct Filing

A confidential filing submitted to the BCUC by BC Hydro, on June 28,
2017. The confidential filing included the 2010 Complaint,
approximately 100 documents related to the resolution of the 2010
Complaint, and documents related to a review of the 2010 Complaint
which was undertaken by BC Hydro in 2016.

Complaint Process

The BC Hydro code of conduct complaint process

Contact Information

Information to enable an individual at a place of business to be
contacted and includes the name, position name or title, business
telephone number, business address, business email or business fax
number of the individual.
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Controls

The range of controls and processes related to the authorization and
governance of information technology capital expenditures and
projects in place at BC Hydro over the course of the relevant time
periods pertaining to this proceeding.

CPRA

Capital Plan Requirement Application

CRO

The Chief Regulatory Officer

Dix

Adrian Dix

Dix Complaint

On December 10, 2015, the BCUC received a letter dated December 8,
2015 from Adrian Dix, which made a number of statements and
allegations against BC Hydro pertaining to its conversion to SAP as its IT
platform.

DWS

Distribution Work Scheduling

EAR

Expenditure Authorization Request

ERP

Enterprise Resource Planning

ESB

Enterprise service bus

F

Fiscal

FAAP

Financial Approval Authority

FOI

Freedom of Information

FOIPPA

Freedom of Information and Protection of Privacy Act

FSR

Financial System Replacement

GRC

Governance, Risk and Compliance

HR

Human Resources

IFRS

International Financial Reporting Standards

IRs

Information Requests

IT

Information Technology

IT&T

Information Technology and Telecommunications

ITDSP

IT Delivery Standard Practices

Leis

Ilse Leis

LTAP

Long Term Acquisition Plan

MAPP

Management and Accounting Policies and Procedures

Memo

An interoffice memo, prepared by the Director of Audit Services and
addressed to the Director of Legal Services, dated July 8, 2010.

MoveUP

Movement of United Professionals

OCIO

Office of the Chief Information Officer

OMA

Operating Maintenance and Administration
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Personal Information

Recorded information about an identifiable individual other than
contact information.

PMO

Project Management Office

PPM

Project and Portfolio Management

PSW

Plan Schedule Work

Report

The BCUC SAP Inquiry Report, dated September 7, 2018

RRA

Revenue Requirements Application

SAP Decision

The approval of the SAP Strategy by the BC Hydro Executive Team on
May 12, 2008.

SAP Inquiry

The BCUC inquiry established to review BC Hydro’s expenditures
related to the adoption of the SAP platform.

SAP Inquiry Report

The BCUC SAP Inquiry Report, dated September 7, 2018

SAP Strategy

In May 2008, BC Hydro’s Executive Team reviewed a recommendation
that BC Hydro should “move incrementally to a single ERP system and
to the use of SAP as the default ERP solution.”

SD&M

Schedule Dispatch and Mobility

SCA

Supply Chain Applications

SMI

Smart Metering and Infrastructure

Subject

The individual who was named in the 2010 Complaint.

SCW

Supply Chain Workspace

T&D

Transmission and distribution

UCA

Utilities Commission Act

USoA

Uniform System of Accounts

APPENDIX B
to SAP Inquiry Report
IN THE MATTER OF

the Utilities Commission Act, RSBC 1996, Chapter 473
and
British Columbia Hydro and Power Authority
Inquiry of Expenditures related to the adoption of the SAP Platform

EXHIBIT LIST
Exhibit No.

Description

COMMISSION DOCUMENTS
A-1

Letter Dated May 3, 2016 - Commission Order G-58-16 establishing an inquiry to review BC
Hydro’s expenditures related to the adoption of the SAP platform

A-2

Letter Dated May 9, 2016 – Commission Order G-62-16 establishing the Regulatory
Timetable and Notice of Inquiry

A-3

Letter Dated May 12, 2016 – Appointment of Inquiry Panel

A-4

Letter Dated May 26, 2016 – Procedural Conference Information

A-5

Letter Dated June 2, 2016 – Order G-81-16 establishing the Regulatory Timetable for the
Inquiry

A-6

Letter Dated July 25, 2016 – Amending Regulatory Timetable Information Request No. 1
deadlines

A-7

Letter Dated August 4, 2016 – Commission Information Request No. 1

A-8

Letter Dated September 8, 2016 – Submissions on BC Hydro’s Extension Request

A-9

Letter Dated September 16, 2016 – Order G-146-16 amending the Regulatory Timetable

A-10

Letter Dated October 25, 2016 - Procedural Conference Information

A-11

Letter Dated November 23, 2016 – Order G-168-16 Regulatory Timetable and Reasons for
Decision
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A-12

Letter Dated December 8, 2016 – Commission response to BC Hydro and Adrian Dix
regarding witness statements required under Order G-168-16

A-13

Letter Dated February 28, 2017 – Commission Order G-26-17, Reasons for Decision and
Regulatory Timetable

A-14

Letter Dated April 13, 2017 – Delay in review process regarding the Code of Conduct
Complaint against BC Hydro

A-15

Letter Dated May 11, 2017 – Commission request for comments on filing Complaint as
evidence

A-16

Letter Dated May 31, 2017 – Commission Order G-86-17 directing BC Hydro to file the 2010
Code of Conduct Complaint as evidence

A-17

Letter Dated June 14, 2017 – Commission Order G-92-17 extending the filing deadline
contained in Order G-86-17 for BC Hydro’s evidence

A-18

Letter Dated June 16, 2017 – Response to Mr. Dix comments regarding BC Hydro extension
(Exhibit C3-13)

A-19

Letter Dated July 11, 2017 – Suspending the Regulatory Timetable

A-20

Letter Dated July 26, 2017 - BCUC Proposed Redactions to the Code of Conduct Filing
(Exhibit B-17-1)

A-21

CONFIDENTIAL Letter Dated July 26, 2017 – BCUC Proposed Redactions to the Code of
Conduct Filing (Exhibit B-17-1)

A-22

Letter Dated July 31, 2017 – BCUC Response to BC Hydro Request for Extension

A-23

Letter Dated August 14, 2017 – BCUC Response to BC Hydro Request for Further Extension

A-24

Letter Dated September 11, 2017 – BCUC Response to BC Hydro Request for Further
Extension

A-25

Letter Dated September 26, 2017 – BCUC Request for Comments regarding BC Hydro’s
proposed redactions to the Code of Conduct Filing

A-26

Letter Dated November 24, 2017 – Order G-170-17 reasons for decision regarding BC
Hydro’s proposed redactions to the Code of Conduct Filing and request for comments
regarding further process and Regulatory Timetable

A-27

Letter Dated December 11, 2017 –Order G-181-17 regarding CEC’s request for expansion of
access to confidential material and Regulatory Timetable

A-28

Letter Dated February 16, 2018 – Amendment to the Regulatory Timetable regarding CEC’s
request for an extension to the filing date of its final argument
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COMMISSION STAFF DOCUMENTS
A2-1

Letter Dated May 3, 2016 - Commission Staff Filing December 8, 2016 letter of
complaint from Adrian Dix, MLA, Vancouver-Kingsway regarding BC Hydro’s
Information Technology and Telecommunications 5 Year Plan

A2-2

Letter Dated May 3, 2016 - Commission Staff Filing January 8, 2016 BC Hydro response to
December 8, 2016 letter of complaint from Adrian Dix

A2-3

Letter Dated May 3, 2016 - Commission Staff Filing February 4, 2016 Dix reply to BC
Hydro’s January 8, 2016 BC Hydro response to complaint

A2-4

Letter Dated May 3, 2016 - Commission Staff Filing March 9, 2016 Commission Information
Request to BC Hydro on information technology expenditures

A2-5

Letter Dated May 3, 2016 - Commission Staff Filing April 8, 2016 BC Hydro responses to
Commission Information Request dated March 9, 2016 on information technology
expenditures

A2-6

Letter Dated May 3, 2016 - Commission Staff Filing Commission response to Adrian Dix
Complaint of December 8, 2015

BC HYDRO DOCUMENTS

B-1

BC HYDRO AND POWER AUTHORITY (BC HYDRO) Letter dated May 30, 2016 – Submitting
comments on the Proposed Scope of Inquiry document

B-2

Letter dated June 14, 2016 – Confirming publication of Public Notice pursuant to
compliance filing regarding Order G-62-16 Directive 2

B-3

Letter dated June 29, 2016 – BC Hydro filing of consolidated information

B-4

Letter dated September 7, 2016 – BC Hydro Submitting Extension Request for Responses to
Commission and Intervener Information Request No. 1

B-5

Letter dated September 13, 2016 – BC Hydro Submitting Reply to Intervener Comments

B-6

Letter dated September 30, 2016 – BC Hydro Submitting Responses to BCUC IR No. 1 Public
Responses & Attachments

B-6-1

CONFIDENTIAL Letter dated September 30, 2016 – BC Hydro Submitting Responses to BCUC
IR No. 1 Confidential Responses & Attachments
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B-7

Letter dated September 30, 2016 – Responses to Interveners IR No. 1 (except Adrian Dix) Responses & Attachments

B-8

Letter dated September 30, 2016 – BC Hydro Submitting Responses to Dix IR No. 1

B-8-1

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.1.0 Attachments 1-24, R 1.3.0
Attachments 1-2, IR 1.4.0 Attachments 1-2, IR 1.6.0 Attachments 1-2, IR 1.8.0 Attachments
1-86, IR 1.9.0 Attachments 1-63

B-8-2

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.10.0 Attachments 1-41, IR
1.11.0 Attachment 1, IR 1.15.0 Attachment 1

B-8-3

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.16.0 Attachments 1-39

B-8-4

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.16.0 Attachments 40-69

B-8-5

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.16.0 Attachments 70-119

B-8-6

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.16.0 Attachments 120-151

B-8-7

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.16.0 Attachments 152-182, IR
1.20.0 Attachment 1, IR 1.21.0 Attachment 1

B-8-8

Letter dated September 30, 2016 – BC Hydro Submitting IR 1.23.0 Attachments 1-5, IR
1.24.0 Attachment 1

B-9

Letter dated October 24, 2016 - BC Hydro Submissions on Further Process

B-10

Submitted at Procedural Conference October 28, 2016 - BC Hydro SUBMISSION FOR BCUC
PROCEDURAL CONFERENCE

B-11

Letter dated December 2, 2016 - BC Hydro Submitting response to Exhibit A-11

B-12

Letter dated January 26, 2017 - BC Hydro Submitting Witness List and Witness Statements

B-13

Letter dated February 9, 2017 - BC Hydro Submission on Further Process

B-14

Letter dated May 16, 2017 - BC Hydro Submitting Witnesses Responses to Information
Requests on BC Hydro Witness Statements

B-15

Letter dated May 17, 2017 - BC Hydro Submission regarding Request by Mr. Dix
(Exhibit C3-10)

B-16

Letter dated June 13, 2017 - BC Hydro Submitting Extension Request

B-17

Letter dated June 28, 2017 - BC Hydro Submitting Comments regarding Code of Conduct
Complaint
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B-17-1

CONFIDENTIAL Letter dated June 28, 2017 - BC Hydro Submitting Confidential Comments
regarding Code of Conduct Complaint

B-18

Letter dated July 27, 2017 – BC Hydro Requesting Extension

B-19

Letter dated August 10, 2017 – BC Hydro Requesting Further Extension

B-20

Letter dated September 7, 2017 - BC Hydro Requesting Extension

B-21

Letter dated September 13, 2017 - BC Hydro Submission - non-confidential version

B-22

Letter dated November 10, 2017 - BC Hydro Submitting Reply to Intervener Comments on
Proposed Redactions

B-23

Letter dated November 29, 2017 - BC Hydro Submission on Proposed Process

B-24

Letter dated September 13, 2017 - BC Hydro Submitting Redacted Evidence 2010 Code of
Conduct Complaint and Related Documents

B-25

Letter dated December 6, 2017 - BC Hydro Reply Submission on Proposed Process

B-26

CONFIDENTIAL Letter dated January 17, 2018 - BC Hydro Submitting Confidential Responses
to CEC Confidential Information Request on the Code of Conduct Filing

B-27

Letter dated February 28, 2018 - BC Hydro Submitting Comments Regarding CEC
Confidential Final Argument
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INTERVENER DOCUMENTS
C1-1

BRITISH COLUMBIA OLD AGE PENSIONERS’ ORGANIZATION, ACTIVE SUPPORT AGAINST POVERTY,
DISABILITY ALLIANCE BC, COUNCIL OF SENIOR CITIZENS’ ORGANIZATIONS OF BC, TOGETHER AGAINST
POVERTY SOCIETY”, AND THE TENANT RESOURCE AND ADVISORY CENTRE, (BCOAPO) Letter dated
May 24, 2016 Request to Intervene by Erin Pritchard and Kate Feeney

C1-2

Letter dated May 30, 2016 – BCOAPO Submitting comments on the Proposed Scope of
Inquiry document

C1-3

Letter dated July 28, 2016 - BCOAPO Submitting IR No. 1 to BC Hydro

C1-4

Letter dated October 24, 2016 - BCOAPO Submissions on Further Process

C1-5

Letter dated February 9, 2017 - BCOAPO Submission on Further Process

C1-6

Letter dated April 4, 2017 - BCOAPO Submitting IR No. 2 to BC Hydro

C1-7

Letter dated August 4, 2017 – BCOAPO Submitting Confidential Undertakings

C1-8

Letter dated September 8, 2017 - BCOAPO Submitting Response to proposed BCUC
redactions

C1-9

Letter dated October 20, 2017 - BCOAPO Submitting Comments on BC Hydro's proposed
redactions to the Code of Conduct Filing

C1-10

Letter dated December 1, 2017 - BCOAPO Submission on Proposed Process

C1-11

Letter dated January 4, 2018 - BCOAPO Submitting Change of Counsel

C1-12

Letter dated January 10, 2018 – BCOAPO Submitting Confidentiality Declaration and
Undertaking Form

C2-1

COMMERCIAL ENERGY CONSUMERS ASSOCIATION OF BRITISH COLUMBIA (CEC) Letter dated May 17,
2016 Request to Intervene by David Craig and Christopher Weafer

C2-2

Letter dated May 30, 2016 – CEC Submitting comments on the Proposed Scope of Inquiry
document

C2-3

Letter dated August 4, 2016 – CEC Submitting Information Request No. 1

C2-4

Letter dated September 12, 2016 – CEC Submitting Comments on BC Hydro’s Extension
Request

C2-5

Letter dated October 24, 2016 - CEC Submissions on Further Process
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C2-6

Letter dated February 9, 2017 – CEC Submission on Further Process

C2-7

Letter dated June 29, 2017 – CEC Submitting Confidentiality Declaration and Undertaking

C2-8

Letter dated September 6, 2017 – CEC Submitting comments regarding the Adoption of the
SAP Platform

C2-9

Letter dated October 19, 2017 - CEC Submitting Comments on BC Hydro's proposed
redactions to the Code of Conduct Filing

C2-10

Letter dated November 30, 2017 - CEC Submission on Proposed Process

C2-11

Letter dated December 29, 2017 – CEC Submitting Confidentiality Declaration and
Undertaking

C2-12

Letter dated January 10, 2018 - CEC Submitting Confidential Information Request to BC
Hydro – Web cover letter only

C2-13

Letter dated February 15, 2018 – CEC Submitting Request for Extension of Final Argument

C3-1

DIX, ADRIAN MLA - VANCOUVER KINGSWAY (DIX) Letter dated May 24, 2016 Request to
Intervene by Adrian Dix

C3-2

Letter dated May 30, 2016 – Dix Submitting comments on the Proposed Scope of Inquiry
document

C3-3

Letter dated June 1, 2016 – Dix Submitting comments regarding Procedural Conference
timing

C3-4

Letter dated August 4, 2016 – Dix Submitting Information Request No. 1

C3-5

Letter dated September 12, 2016 – Dix Submitting Comments on BC Hydro’s Extension
Request

C3-6

Letter dated October 24, 2016 - Dix Submissions on Further Process

C3-7

Letter dated December 5, 2016 - Dix Submitting response to Exhibit A-11

C3-8

Letter dated February 9, 2017 – Dix Submission on Further Process
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C3-9

Letter dated April 4, 2017 - Dix Submitting Information Requests on BC Hydro Witness
Statements

C3-10

Letter dated March 28, 2017 – Dix Submission regarding the code of conduct complaint
against BC Hydro

C3-11

Letter dated May 5, 2017 – Dix Submitting Comments regarding Code of Conduct
complaint

C3-12

Letter dated May 19, 2017 – Dix Submitting Reply Comments

C3-13

Letter dated June 15, 2017 - Dix Submitting Comments regarding BC Hydro Extension

C3-14

Letter dated June 30, 2017 – Dix response to BC Hydro Submitting Confidential Comments
regarding Code of Conduct Complaint

C3-15

Letter dated July 5, 2017 - Dix Submitting Confidentiality Declaration and Undertaking

C3-16

Letter dated July 31, 2017 – Dix Submitting Notice of Ministerial Appointment

C4-1

JAMES LAURENCE GROUP INC. (JLG) Letter received May 25, 2016 Request to Intervene by Greg
Feltmate

C5-1

LEIS, ILSE (ILSE) Letter dated May 9, 2016 Request to Intervene by Ilse Leis

C6-1

MOVEMENT OF UNITED PROFESSIONALS (MOVEUP) Letter dated May 24, 2016 Request to
Intervene by Iain Reeve, Leigha Worth and James Quail

C6-2

Letter dated May 30, 2016 – MoveUp Submitting comments on the Proposed Scope of
Inquiry document

C6-3

Letter dated July 28, 2016 - MoveUp Submitting IR No. 1 to BC Hydro

C6-4

Letter dated October 24, 2016 - MoveUp Submission on process

C6-5

Letter dated February 9, 2017 - MoveUp Submission on Further Process

INTERESTED PARTY DOCUMENTS
D-1

ACCENTURE BUSINESS SERVICES OF BRITISH COLUMBIA LIMITED PARTNERSHIP (ACCENTURE) Letter
Dated May 24, 2016 - Request for Interested Party Status by Janet Clark

D-2

HERRMANN, MARC (HERRMANN) Letter Dated May 26, 2016 - Request for Interested Party
Status by Marc Herrmann
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D-3

Burgess, Ian (Burgess) Letter Dated May 26, 2016 - Request for Interested Party Status by
Ian Burgess

LETTERS OF COMMENT
E-1

HAMILTON HOWELL BAIN & GOULD – Letter dated March 20, 2017 regarding the disclosure of a
Code of Conduct complaint submitted to BC Hydro’s Code of Conduct Advisor in April 2010

