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July 21, 2003
6th Floor-900 Howe Street, Box 250

Vancouver, B.C. V6Z 2N3

By FAX to:  604-660-1102

Attention: Mr. R. Hobbs, Chairperson 

Re: VIEC Application for CPCN - Final Argument
Dear Commissioner Hobbs,

I urge the Commission not to grant VIEC a CPCN to build a gas-fired generating plant at Duke Pt.  It is my opinion as a (retired) professional engineer, taxpayer, and citizen of BC:

1.  VIEC has not proven that VIGP is the best way of meeting Vancouver Island's electricity needs;

2.  VIGP does not address an immediate and possibly life-threatening problem;

3.  A better way of meeting Vancouver Island’s electricity needs is available; and

4.  The decision to use gas to generate additional electricity on Vancouver Island was made without 

     an adequate public consultation process.

Arguments in support of these submissions are included in the accompanying pages.  






---------------------------

Re VIEC’s Final Argument:

In the following, I’m assuming the long-term plan for VI includes a new 230 KV cable system. 

Per BC Hydro testimony and my own 1a. below, there are three components to Vancouver Island’s electricity problem.
1.  Meeting potential peak demand shortfalls which may (or may not) occur as a result of growth and loss of 
     HVDC capability;

2.  Reducing VI’s dependence on mainland electricity - thereby freeing up more mainland electricity for 
     mainland consumption and/or for export - by increasing the amount of electricity generated/saved on-
     island;  and 

3.  Minimizing disruption (and possible injuries/deaths) should VI become isolated from mainland supply 
     prior to a longer-term solution (whether it be VIGP, a new 230 KV cable connection, or something else) 
     being put in place. 

     [Vancouver Island could become isolated from mainland supply through the entire mainland system 

     being put out of action (by a large earthquake, for example), and also through a total failure of the 

     undersea cable system.  The latter could occur if both AC circuits fail (due to a snow/ice-storm, for 
     example), followed by a failure of the HVDC system as more and more electricity is run through it to meet 
     the AC system shortfall. (1)  With some 70% of its winter peak load being met by mainland electricity, 
     such isolation during a prolonged winter cold spell could (and probably would) wreak havoc on 
     Vancouver Island, create much inconvenience, cause industrial/commercial operations to be curtailed, 
     and possibly result in injuries and deaths. (2) ]

VIGP addresses the first two components of VI’s electricity problem, but not 3.   
It is my submission that 3. does need to be addressed - and addressed immediately if risk to VI customers is to be minimized.  This means going all out immediately with on-island programs of conservation, load curtailment, converting electric heating processes to gas, and (non-VIGP) generation.  The risk will be minimized in direct proportion to the amount of time, effort, and $’s allocated to these programs.

Inasmuch as these programs need to be undertaken to minimize risk from an n-3 contingency isolating VI from mainland supply (an Operating problem), Planning criteria (firm, NERC, WECC, etc) don’t apply to the electricity saved/curtailed/generated by these programs.  As I’m sure BC Hydro engineers such as Mr. Monk and Mr. Mansour will confirm, truly all-out programs in this regard, not limited by Planning criteria in any way, and including some load-shifting for good measure, will easily find some 265 MW worth of electricity in the next 3-1/2 years, especially if the budget for these programs is anything up to say $700M. 
If I’m right about this, VIGP won’t be needed to address the potential peak-capacity shortfall discussed at great length in the VIEC application.  If I’m not, the worst that will happen (as far as potential peak demand shortfalls is concerned) is that the island will be short of electricity for a few hours for a few days for a year or two until the new 230 KV supply is up and running.   In this regard, I draw the Commission’s attention to a strong and consistent message I hear from the community, of which I am a part, that people will happily power down in times of short supply (as Victorians did during the water crisis two summers ago) and/or be willing to accept the risk of an occasional brownout, especially if it means not having to spend $720M worth of taxpayer money on a fossil-fuel-burning generating plant + supply pipeline from the US.  
The only remaining valid justification for VIGP/GSX is that it will reduce VI’s dependence on mainland electricity, thereby freeing up mainland electricity to meet mainland demand and/or for export.  That VIGP is being built with this in mind is borne out by VIEC’s economic projections, which predict a load factor in the range of 87-90%.  If VIGP were being built simply as a peaking plant, the load factor would be considerably lower than this – as it is with Burrard Thermal.
Therefore VIGP is being presented as the least cost solution to the problem of meeting mainland demand and/or increasing exports.  There are many ways of meeting mainland demand and/or exports that weren’t considered in VIEC’s application – one obvious one being locating the committed-to VIGP equipment at Burrard Thermal (*).  Therefore the claim cannot be made that VIGP/GSX is the least cost solution to the Vancouver Island electricity supply problem.  






---------------------------   

In closing, in addition to not granting VIEC a CPCN, I encourage the Commission to recommend to the Minister of Energy and Mines that procedural steps be taken to insure that the citizens of BC don't ever again find themselves in a situation where their own (publicly-owned) utility company is foisting on them another ill-conceived, financially-risky, and environmentally-irresponsible megaproject like VIGP/GSX.  Taking a lesson from the basically-similar fast-ferry fiasco, I believe this means keeping politics out of technical decision-making, and instead leaving such matters up to professional engineers working cooperatively with members of the community the utility is serving.
Sincerely,
Bob McKechnie, D.Eng. 
*  The Burrard turbines are old and inefficient, and an engineering report (3) recommends that modern CCGT’s be installed at Burrard.  Replacing old inefficient equipment with modern equipment will reduce the cost of electricity produced, the quantity of gas burned, and the amount of CO2 and other emissions produced – a win-win-win situation.  
cc – Other registered intervenors (by e-mail only)
110 McConvey Rd 
Gabriola Island, BC V0R 1X1          250 247-8197     
 bobmck/@shaw.ca
ARGUMENT WHY A CPCN SHOULD NOT BE GRANTED
1. VIEC has not proven that VIGP/GSX is the best way of meeting Vancouver Island's electricity needs. 

The study used as the basis for the claim that VIGP is the best solution to the Vancouver Island electricity problem is faulted in several ways, any one of which destroys its credibility.
1a. - In the studies VIEC is using to justify VIGP, the Vancouver Island electricity problem is not properly defined.  VIEC claims the problem is one of capacity shortfall until a long-term solution (either the 230KV cable system or more CCGT's) is in place.  This definition of the problem does not address Vancouver Island's present risk from loss of mainland electricity until VIGP is up and running; ie - for at least the next 3 years.  Vancouver Island could lose mainland electricity through the entire mainland system being put out of action (by a large earthquake, for example), or through a total failure of the undersea cable system.  The latter could occur if both AC circuits fail (due to a snow/ice-storm, for example) and then the HVDC system fails as more and more electricity is run through it to meet the AC system shortfall. (1)  With some 70% of its winter peak load being met by mainland electricity, such isolation during a prolonged winter cold spell could (and probably would) wreak havoc on Vancouver Island, create much inconvenience, cause industrial/commercial operations to be curtailed, and possibly result in injuries and deaths. (2)

As any engineer will confirm, if a problem is improperly defined the best solution cannot be guaranteed.
1b. – Portfolio 5 (4) - fast-tracking the 230KV system, going all-out immediately with programs of on-island conservation, load-shifting, cogeneration, converting electric heating processes to gas, and developing alternative clean/green generation, and possibly relocating the committed-to VIGP equipment to Burrard Thermal was not adequately considered in comparison to Portfolios 1, 2, and 3.  
The additional cost of fast-tracking the 230KV connection so it can be in service for the winter of '07 was not given adequate consideration.   If schedule-compression were taken seriously and enough $’s were thrown at the project, I believe the 230KV system could be in place for the winter of ’07.  To speed things up, the Energy Minister could issue a directive for BC Hydro to proceed with the 230KV system asap.  With most everyone I know favouring the 230KV option, and all the groundwork that’s been done, I can’t see regulatory approvals taking 2 years, and these could be undertaken in parallel with the preparatory work, especially under ministerial directive.
If viable alternatives to a problem are not given proper consideration, the best solution is not guaranteed.

1c. – As does Dr. Mark Jaccard (9), I believe that risks such as VIGP/GSX being delayed and not available for the winter of '07, cost over-runs, and the price of natural gas increasing in the future (instead of decreasing!), were not adequately considered in VIEC’s cost analyses. 
1d. – As does Dr. Mark Jaccard (9), I believe that while BC Hydro and VIEC claim to be using economic, environmental, and social considerations as criteria in their decision-making re the best solution to Vancouver Island’s electricity problem (5), in reality they give no meaningful consideration to environmental and social factors.   A significant part of the problem here is that VIEC didn’t provide any non-fossil-fuel portfolios for comparison to Portfolios 1, 2, and 3 in terms of economic, environmental, and social criteria.  
1e. – I have little confidence in the mathematical modeling/simulation software used to conclude that Portfolio 1 is the least-cost solution to VI’s electricity needs.  In support of this, I note that this software was developed in-house, wasn’t tested against real-life plant performance (at say Burrard Thermal or ICP), is opaque (non-transparent to checking by outsiders), and is producing at least one counter-intuitive result. (6) 

1e. - Much of the data fed into the computer software (eg - the price of natural gas and the US exchange rate for the next 20 years) is highly speculative.  Small inaccuracies in this data one way or the other will greatly affect results.   Because of my lack of confidence in anybody’s ability to predict the future, even if I were assured that VIEC’s software accurately modeled the VIGP plant, the gas, electricity, and financial markets, etc, I would have little confidence in the results produced.  One obvious example of questionable input data is VIEC’s assumption that the levelized price of natural gas over the next 20 years will be in the order of $3US/MBTU's.
2.  VIGP does not address an immediate and possibly life-threatening problem;

See 1a. above.

3.  A better way of meeting Vancouver Island’s electricity needs is available;
There seems to be general agreement that the long term solution to Vancouver Island's electricity problem involves replacing the old 138 KV undersea cable system with a new 230 KV system.  Such replacement is estimated to be cheaper than VIGP, will considerably increase the overall reliability of the undersea cable system, create a better North-South load balance with the AC system, and buy time to reduce VI dependency on mainland electricity through conservation and on-island generation (something a lot of VI folks including myself want to see happen).  
In the short term VI faces the problems of possible isolation from mainland supply (1a. above) and possible peak demand shortfalls should the HVDC system fail.  

In light of this, I believe the only sensible course of action at this point in time is for BC Hydro to get the 230 KV system operational as soon as possible, and simultaneously go all-out on programs of on-island conservation, load-shifting, increasing curtailable loads, converting electric heating to gas, and small-scale generation.  
These immediate on-island programs will address both the mainland isolation problem and the short-term peak capacity problem.  The more energetic, immediate, and successful these programs are, the less will be the risk to the citizens and commerce of Vancouver Island.   I see these programs as measures necessarily being taken to reduce risk until the long-term solution is in place.   Given that these are Operational measures, Planning criteria re firmness, NERC, etc do not apply.  If Vancouver Island loses mainland supply during a cold winter spell, as much as possible of any and all electricity will be needed to minimize havoc/loss/ injuries/deaths. (Think Dunkirk.)

4. The decision to use gas to generate additional electricity on Vancouver Island was made without 

     an adequate public consultation process.
As confirmed by testimony during the proceedings there has been no public involvement in the development of plans for VI’s electricity future since the IEP of 1995 was developed.  (7)  

A significant number of citizens on VI do not want to burn fossil fuels to generate electricity when non-fossil alternatives are available. (8)   From what I’ve heard in various workshops, gatherings, and writings re VIGP, most environmentally-responsible people favour cutting back on consumption and risking the occasional brownout to the VIGP alternative.   BC Hydro’s attempt to impose fossil-fuel generation on Vancouver Island without adequate public process is being experienced by many as oppressive.  The social cost of this is not included in VIEC’s portfolio analysis.
FOOTNOTES AND REFERENCES

1  -   Several VIEC witnesses, including Mssrs. Gillespie, Elton, and Bennet, testified that the HVDC system 

        could – like the old family car – fail at any time

 2  -  Dr. Pickel in Proceedings P. 1602, Lines 1-10, said basically that according to experience in California 

        even simple things like traffic lights going out results in traffic accidents/fatalities.  As well, during the 
        prolonged power outage on Gabriola Island during the cold winter of ‘95/’96, several elderly residents 
        relying on electric heat became isolated by the deep snow and would probably have perished had not a 
        few individuals taken the time to dig out and rescue them.  (Ref – The Gabriola Island Emergency Plan 
        Coordinator, myself.)
3  -   The report by Marvin Shaffer & Associates, Multiple Account Benefit-Cost Evaluations of 
         the Burrard Thermal Generating Plant, may be found at  www.econ.ubc.ca/shaffer/burfinal.pdf .         
4. -   Exhibit 32 – Portfolio 5 (Draft)
5  -   For example - Slide 4 of Workshop 1, April 22/03 – “Minimize cost while balancing environmental and 

        social objectives”.  As well, BC Hydro’s 2002 annual report (P. 83) confirms BC Hydro’s commitment to 

        a ‘triple-bottom-line’ approach (using economic, social, and environmental considerations as 

        performance criteria).    
6  -   That the software was developed in-house and wasn’t tested is confirmed in Ms. Carlson’s response to 

        my questioning in the Proceedings, Lines 1585-1590.  The counter-intuitive result I refer to is that the 
        load factor predicted by the model is much higher than the load factor at Burrard Thermal, even taking 
        into account different efficiencies.  Another way of putting this is that It makes no sense that the plant 
        would be run essentially full time when hydro-electricity is available to VI at a considerably lower cost.

7  -   Mr. Rodford in Proceedings P. 225, Lines 14-15:  “BC Hydro updated the plan (the IRP) in 2000, but . .          

         it was not a public process.”.  
8  -   For example, Exhibit 20 - NCOC petition showing Nanaimo area residents opposed to VIGP 
9. -   See BC’s Electricity Options: Multi-Attribute Trade-Off and Risk Analysis of the Natural Gas Strategy 
       for Vancouver Island by Dr. Mark Jaccard and Rose Murphy, May 2002 with July 2002 update.
