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COMMENTARY                                                 BC HYDRO 

 

WILL THE OLD GROWTH LOGGING RESTRICTION RESULT IN HIGHER 

COST  ELECTRICITY? 

The recent decision to restrict logging in the province will have a number of 

consequences for affordability, including higher unemployment, higher housing costs 

and higher electricity rates. This paper examines a possible impact on the price of 

electricity.  

BC Hydro Sales Forecast 

BC Hydro’s three-year forecast of domestic electricity sales show a significant increase 

of 6% in GWh sold in 2024/25 compared to the forecast sales for the current year. Most 

of the forecast growth is in the Large Industrial class, as shown in Table 1. 

 

     F2021/22     P2024/25   Change  Per Cent 

 Residential      19,789       20,033       244       1.2 
 Light Indust./Commercial      18,282       18,645       363       2.0 
 Large Industrial      12,437       14,982    2,545     20.5 
 Other        1,748         1,754            6       0.3 
 TOTAL      52,256       55,414    3,158       6.0 

Source: BC Hydro RRA F23 to F25, Appendix F  (pdf 183/2694) 

https://docs.bcuc.com/Documents/Proceedings/2021/DOC_64006_B-2-1-BCH-F23-F25-RRA-Appendix-public.pdf  

 

In addition, BC Hydro has assumed an additional 2,231 GWh in sales could be achieved 

by 2024/25 if new industrial users switch to electricity, rather than use non-renewal 

energy sources. This is an aspirational number, but it allows BC Hydro to forecast higher 

revenue, which in turn justifies a modest rise in electricity rates over the next three 

years.1 

The large growth in forecasted sales resulting from efforts to support the government’s 

CleanBC initiative eliminates the large surplus in domestic generation. As shown in the 

Appendix, last year BC Hydro recorded a large surplus in domestically generated 

electricity. Between the owned sources (primarily hydro generation), and the contracts 

with Independent Power Producers (IPP), BC Hydro recorded a surplus of 

approximately 8,300 GWh.2        

 
1 BC Hydro has requested a rate reduction of 1.4% for 2022/23, an increase of 2.0% for 2023/24 and a 2.7% increase 

for 2024/25. 
2 Table 4 in 

https://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_76_bc_hydro_annual_rep

ort_5_sept_2021/pdf/occasional_paper_no_76_bc_hydro_annual_report_5_sept_2021.pdf  

https://docs.bcuc.com/Documents/Proceedings/2021/DOC_64006_B-2-1-BCH-F23-F25-RRA-Appendix-public.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_76_bc_hydro_annual_report_5_sept_2021/pdf/occasional_paper_no_76_bc_hydro_annual_report_5_sept_2021.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_76_bc_hydro_annual_report_5_sept_2021/pdf/occasional_paper_no_76_bc_hydro_annual_report_5_sept_2021.pdf
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In its recent three-year rate proposal BC Hydro forecasts that the large surplus will be 

transformed into a 1,500 GWh shortfall. The three-year forecasted growth in domestic 

sales, especially in the Large Industrial class, converts the surplus sales sold on the spot 

market (Trade sales) to higher value domestic sales. BC Hydro’s sales forecast results in   

the low value export sales being redirected to higher value domestic (Large Industrial) 

sales. Last year the average Trade revenue was $42.52/MWh, while the average Large 

Industrial revenue was $61.26/MWh.3 BC Hydro stated: “By increasing domestic 

electricity sales, the Electrification Plan will increase BC Hydro’s revenues, helping to 

keep rates lower than they otherwise would have been.”4 

 

The Old-Growth Decision  

On 2 November 2021, the government announced a significant reduction in the 
harvesting of old growth trees throughout the province. Much of the loss of harvesting 
affects BC Hydro’s sawmill and pulp mill customers on Vancouver Island (five of the 
eleven designated areas). John Innes, dean of the faculty of forests at the University of 
British Columbia, stated that half of the logging on Vancouver Island is old growth. 
“Fifty-five per cent of the forest that’s cut annually on Vancouver Island is still old 
growth,” he said. “So if you were to stop that, you’re basically taking almost 50% of the 
cut away.”5 

The government has not released an assessment of the economic impact of the old-

growth decision on mill operation and employment. Susan Yurkovich, president of the 

BC Council of Forest Industries, said the government’s plan will result in the closure 

of 14 to 20 mills and the loss of up to 18,000 jobs.6 The Steelworkers’ union stated 

that the mill closures and job losses would be dramatic.7 

 

Mill Closures Will Lower Electricity Sales 

BC Hydro forecast that some  reported that approximately 4,700 GWh of the 14,982 

GWh forecast Large Industrial sales for 2024/25 would be to the forestry sector.8 Pulp 

and paper mills were projected to consume almost 50% of the sector sales. 

 
3 BC Hydro 2020/21 annual report, p. 22. 
4 BC Hydro, RRA F23 to F25, p. 10-3; https://docs.bcuc.com/Documents/Proceedings/2021/DOC_64005_B-2-

BCH-F23-F25-RRA-public.pdf  
5 https://biv.com/article/2021/07/factions-seek-advantage-bc-old-growth-debate  

6 https://globalnews.ca/news/8347841/a-gut-punch-forestry-sector-pushes-back-against-b-c-plan-to-defer-old-

growth-logging/ and https://www.cofi.org/harvest-deferral-process-will-have-devastating-impacts-shutting-14-to-

20-sawmills-and-threatening-18000-bc-jobs/  
7 https://vancouversun.com/opinion/columnists/vaughn-palmer-for-the-ndp-cold-hard-cash-means-party-can-ignore-

steelworkers  
8 BC Hydro RRA F23-F25, Chapter 3, p. 3-37. 

https://docs.bcuc.com/Documents/Proceedings/2021/DOC_64005_B-2-BCH-F23-F25-RRA-public.pdf
https://docs.bcuc.com/Documents/Proceedings/2021/DOC_64005_B-2-BCH-F23-F25-RRA-public.pdf
https://biv.com/article/2021/07/factions-seek-advantage-bc-old-growth-debate
https://globalnews.ca/news/8347841/a-gut-punch-forestry-sector-pushes-back-against-b-c-plan-to-defer-old-growth-logging/
https://globalnews.ca/news/8347841/a-gut-punch-forestry-sector-pushes-back-against-b-c-plan-to-defer-old-growth-logging/
https://www.cofi.org/harvest-deferral-process-will-have-devastating-impacts-shutting-14-to-20-sawmills-and-threatening-18000-bc-jobs/
https://www.cofi.org/harvest-deferral-process-will-have-devastating-impacts-shutting-14-to-20-sawmills-and-threatening-18000-bc-jobs/
https://vancouversun.com/opinion/columnists/vaughn-palmer-for-the-ndp-cold-hard-cash-means-party-can-ignore-steelworkers
https://vancouversun.com/opinion/columnists/vaughn-palmer-for-the-ndp-cold-hard-cash-means-party-can-ignore-steelworkers
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If the logging deferral decision results in sawmill and pulp mill closure due to lack of 

supply of lumber or chips it is possible that BC Hydro could lose between 1,000 and 

1,500 GWh in Large Industrial sales by 2024/25. If this occurs Large Industrial sales 

revenue would be reduced by $20 to $30 million. This could result in a general rate 

increase for remaining customers of 0.4% to 0.6% annually.9 

 

©Richard McCandless  November 6, 2021.   https://www.bcpolicyperspectives.com/  

 

The writer is a retired senior BC government public servant whose paper describing the BC government’s 
manipulation of the finances of BC Hydro from 2008 to 2014 was published by BC Studies in November 

2016. BC Studies published his paper on the 40-year financial history of ICBC in 2013. He is an 

intervener in the BC Utilities Commission’s recent reviews of ICBC’s and B.C. Hydro’s rate requests. 
 

 

APPENDIX 

Last year, BC Hydro reported a large surplus (8,084 GWh) in domestically generated 

electricity, which was transferred to Powerex to be sold on the export market. For 

2024/25, the surplus has been transformed into a 1,527 GWh deficit. A 3,854 GWh 

decline in production for BC Hydro power stations, together with forecasted increases in 

sales resulting from the CleanBC initiatives, eliminates the surplus. By 2024/25 BC 

Hydro is expecting to import electricity to meet its new sales forecast. 

 

                      DOMESTIC GWh GENERATION, SALES AND SURPLUS/(DEFICIT)  

   A2020/21  F2021/22  F2024/25 4 Yr Change 4 Yr % 

 Generation – Owned      49,591    48,861    45,737    (3,854)     (7.8) 
                           IPP      14,737     15,539     16,116      1,379       9.4 
     Line Loss      (5,104)     (5,472)     (5,723)       (619)      12.1 
     Total Generation      59,224    58,928     56,130    (3,094)     (5.2)    
       
 Domestic Sales     51,140     51,139     52,113         973        1.9 
    Low Carbon Initiatives        --         --       3,313      3,313  
    Possible Incremental        --         --       2,231      2,213  
    Total Sales     51,140     51,139     57,657      6,517      12.7 
       
 Net Surplus/(Deficit)      8,084       7,789      (1,527)     (9,611)  

          Source: BC Hydro, RRA F23 to F25, Appendix A, Sch. 4.0, p. 32. 

 
9 However, BC Hydro would probably defer the revenue loss to the Load Forecast Variance Deferral Account to 

maintain the targeted net income. 

https://www.bcpolicyperspectives.com/

