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BCUC IR 3.185.3 Attachment 1

APPENDIX D to BC Hydro's 2008 LTAP
ELECTRIC LOAD FORECAST 2007/08-2027/28

The weather analysis is based on the last 10 years of daily temperature data at
Vancouver International Airport. For every day, the number of heating degree days
is calculated by the formula: HDD=max(0, Daily Temperature -18). Then, the annual
sum of HDD was calculated for each year.

A standard probability distribution of the Beta type was found to provide the best fit
to this data. The Beta distribution has 4 parameters, and is written
Beta(a1,a2,Min,Max). Min and max are the maximum and minimum, while a1 and
a2 determine the shape of the distribution.

The weather impact factor is calculated by:

(A2.8) 1", = exp{ €w log( HDD,/ 2,725) }

where €y is the elasticity of Residential or Commercial load with respect to HDD.
€w is estimated judgmentally to be 0.374 for Residential and 0.05 for Commercial.
The number 2,725 is the mean value of HDD in the Lower Mainland as calculated
from a 10-year rolling historical average.

I, is a random variable as are the other impact factors. However it differs from the
other impact factors in that its properties are the same for all years. This is because
weather in each year is independent of weather in all other years. Therefore the
width of the 80% confidence region for IV; does not increase with time.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.1 Please explain why the “catastrophic failure” of the turbine runner on
unit 3 at the GMS generating station occurred.

RESPONSE:

On March 2, 2008, Unit 3 turbine at GM Shrum (GMS) generating station suffered
major failure of the runner, and as a result incurred severe damage to the ancillary
components of the turbine.

History

GMS Units 1-5 turbines have experienced runner-blade cracking since their
original commissioning in the late 1960s. The cracking issue has been studied
and well documented by Mitsubishi (the Manufacturer), BC Hydro experts, and
external consultants. The significant result of these studies, as it relates to the
March 2, 2008 failure, was that runner natural frequencies were identified at

42.5 Hz, 85 Hz and 127.5 Hz. These frequencies are integer-multiples of a common
excitation frequency during normal turbine operation - the blade passing
frequency (17 blades x 2.5 Hz synchronous speed = 42.5 Hz).

Failure Event

At 5:04:53 a.m. on March 2, 2008, the shear pin in wicket gate #11 failed due to
metal fatigue. Wicket gate #11 rapidly closed due to the unbalanced hydraulic
forces on the gate-vane. The partial blockage in the distributor briefly reduced the
power output from the unit until the automatic controller responded by opening
the wicket gates further. Due to the geometry of the wicket gate levers, their
relative position prior to the failure, and the design of the operating mechanism,
interference between the adjacent levers resulted in a cascade failure of shear
pins #12, #13 and #14. By 5:10:52 a.m., wicket gates #11, #12, #13 and #14 were
de-synchronized from the operating mechanism and had assumed a closed
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position. Power output from the unit was maintained as the automatic controller
opened the remaining synchronized wicket gates (1-10 and 15-24) to their fully
opened positions.

Figure F1 is a scaled representation of the wicket gate operating mechanism, and
demonstrates the position of the wicket gate levers prior to the failure. Note that
wicket gate #1 is at the top of the figure, and the remaining gates are

numbered #1-24 in the clockwise direction. Figure F2 represents the position of
wicket gate #11 after shear pin #11 had failed, and demonstrates how the lever on
#11 contacted the lever on wicket gate #12. Figure F3 represents wicket gates #11
to #14 in the closed position.

The closure of four adjacent wicket gates resulted in a zone of low pressure in the
distributor. The magnitude of the forces experienced by the runner blades was
significant as they passed between the high-pressure zone (behind wicket

gates 1-10 and 15-24) and low-pressure zone (behind wicket gates 11-14) in the
distributor. The unbalanced flow in the distributor, resulting from the closure of
wicket gates 11-14, pushed the runner towards the low pressure zone and
ultimately caused contact between the runner and the stationary lower seal ring.
The cyclical loading on the runner from the pressure-differential in the distributor
and mechanical impact from contact at the seal ring excited one or more of the
natural frequencies. Once excited, the stresses in the runner blades increased
exponentially.

Between 5:10:52 a.m. and 5:22:12 a.m., the unit operated with the runner in
resonance and consequentially, the runner and other turbine components
suffered significant damage. As pieces of runner blades #4, #11 and #14 broke
loose (see Figure F4), one piece discharged into the draft tube (see Figure F5) and
two pieces were ejected into the wicket gate/runner cascade. Damage to the other
turbine components (wicket gates, headcover, discharge ring, etc.) resulted from
the 17 minutes that the unit continued to spin with the blade pieces caught in the
cascade (an emergency shut down was initiated by the GMS operator at

5:28:30 a.m.; full-stop achieved at 5:39:20 a.m.).

Repair

Following the failure, BC Hydro experts examined the turbine and concluded that
repair would require complete disassembly of the unit. Furthermore, due to the
nature of the failure and extent of the damage, BC Hydro experts recommended
engaging the services of a major turbine supplier to assist with the repair. A
procurement process was initiated, and proposals were invited from Voith
Siemens, Alstom, and Weir Services/American Hydro. Voith Siemens was the
successful candidate based on the evaluations of proposals.

Voith Siemens and BC Hydro are currently engaged in the repair process. The unit
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is completely disassembled and the major components are in the supplier’s shop
undergoing repair. unit reassembly is scheduled to commence in the winter of
2008, with the unit being available for commercial service in the spring of 2009.

Mitigation Strateqy for Units 1-5

The following modifications are being implemented on units 1-5 to prevent a
similar failure from re-occurring:

1. Installation of protective devices that detect broken shear pins; and

2. Modification of the unit protection scheme to initiate a shut-down sequence
immediately after a broken shear pin is detected.

These modifications are expected to take one year to implement on the remaining
units. In the meanwhile, BC Hydro is using SmartSignal supervisory software to
continuously monitor the vibration on each unit. Changes in the turbine vibration
associated with a broken shear pin now initiate an alarm in the GMS control room
and an instruction to shut down the unit.
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F1 — WG Position Prior to Failure F2 — WG 11 w/ Shear Pin Broken F3 — Cascade Failure: WGs 11-14

F4 — Typical Failed Blade F5 — One Intact Blade found
(Blades 4, 11, 14 — Identical Shape) in Draft Tube
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.1.1 Please define the term “catastrophic failure”.

RESPONSE:

BC Hydro used the expression “catastrophic failure” in this case to mean that the
turbine runner and wicket gates were so severely damaged they had to be
removed from site for extensive repairs.



British Columbia Utilities Commission Page 1
Information Request No. 3.186.1.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.1.2 Please provide a hardcopy and an electronic copy of the report on
this failure even preliminary if available.

RESPONSE:

GMS Unit 3 failed while in service on March 2, 2008. Early investigation by site
crews confirmed that the damage was extensive and that repairs could not be
done on site. In addition, it was apparent the total extent of the damage would not
be confirmed until the unit was disassembled for a more detailed evaluation.

Consequently BC Hydro asked suppliers to prepare and submit proposals and
costs for disassembly and re-assembly, repairing the known damage, conducting
a condition assessment to determine the full extent of damage and repairing
additional damage. It was identified very early in the process that, from arisk
management perspective, it was desirable to have the same company undertake
both the repairs and re-assembly, and the disassembly. Consequently, BC Hydro
decided to award the repair work on tenders which were a combination of fixed
and estimated prices. Tenders were evaluated by BC Hydro on the basis of repair
life cycle costs, technical superiority of the proposed repair solution and the
return to service date.

While the above work was underway BC Hydro began a forensic investigation into
the root cause(s) of the failure. As of July 14, 2008 this work has not been
completed. Thus, there is no completed report addressing the cause of the GMS
failure (either final or preliminary). BC Hydro will file a final report when it is
available, and in any event before the beginning of an oral hearing of this
application.

Please also refer to the response to BCUC IR 3.186.1.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.1.3 Please provide the expected duration and cost of repairing the
turbine runner.

RESPONSE:

The runner failed on March 2, 2008 and is expected to remain out of service until
February or March 2009. Based on current information (feasibility level) the
estimated cost to repair Unit 3 is $24 - $28 million.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.1.4 Please describe the maintenance procedures that would have
helped to prevent this “catastrophic failure”.

RESPONSE:

The only maintenance procedure that may have prevented this failure would have
been the regular replacement of the wicket gate shear pins. Such maintenance
would be excessive and unnecessary even in light of this failure. Instead

BC Hydro will be installing shear pin failure detection and enhanced vibration
monitoring on all units at GM Shrum to prevent future similar failures.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.2 Do BC Hydro’s manuals and procedures contain processes to prevent

the “catastrophic failure” of the turbine runner that occurred on unit 3 at
the GMS generating station?

RESPONSE:

BC Hydro’s manuals and procedures do not contain processes to prevent this
type of failure. Please also refer to the response to BCUC IR 3.186.1.4.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.2.1 Please provide the date of the procedure.

RESPONSE:

Please refer to the responses to BCUC IRs 3.186.2 and 3.186.1.4.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.3 Please provide the reduction in energy production capability at the
Peace generating facilities due to the failure of the turbine runner.

RESPONSE:

At the time that the energy studies were run, upon which the Evidentiary Update
was based (April 2008), the estimated date for return to service of this generating
unit was February 15, 2009.

Allowing for the four week runner inspection outage that had earlier been planned
for August 2008, the net duration of the forced outage is about 320 days. As a
result, the forecast unit availability for F2009 decreased from 92 per cent to

4 per cent.

The reduction in energy production capability of this unit, based on the net

320 day duration of the forced outage, is about 2,000 GWh. Actual lost production
from this unit would be less than that since the unit would not be expected to run
the entire 320 days if it had been available.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.3.1 Please provide the cost of replacing the energy produced at the
Peace generating facilities due to the failure of the turbine runner.

RESPONSE:

The estimated net impact on the cost of energy, including both increased cost of
purchases and decreased revenues from sales to Powerex, is approximately

$30 million. A breakdown between the increased cost of purchases and decreased
revenues from sales to Powerex is not available.
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186.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.1, Cost of Energy, p. 16

“On March 2, 2008, the turbine runner on unit 3 at the G.M. Shrum (GMS)
generating station experienced a catastrophic failure and is expected to be
out of service for a year. This major forced outage has reduced the energy
production capability at the Peace generating facilities. The damage to the
unit is currently being assessed and the cost of returning this unit to
service has not been included in the Evidentiary Update.”

3.186.4 Please provide the reduction in revenue due to the failure of the turbine
runner on unit 3 at the GMS generating station.

RESPONSE:

Please refer to the response to BCUC IR 3.186.3.1.
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187.0 TOPIC: 51. Return on Equity

Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section 5.6,
Return on Equity, pp. 19 to 20 ROE

On page 19 it states: “The forecast rate of ROE for the test period remains
unchanged at 11.78 per cent. As noted in the response to BCUC IR 2.167.2,
BC Hydro will revise its F2009 rate of ROE to reflect the new provincial
income tax rate if the BCUC directs Terasen to change the income tax
expense used to set Terasen’s 2008 rates, before BC Hydro’s F2009 rates
are finalized.”

On June 4, 2008 the Commission issued Order No. G-88-08 that ordered:

“The Commission accepts Terasen’s recalculation of its 2008 income tax
expense in Attachment 3 for a blended federal/provincial income tax rate
decreasing from 31.5 percent to 31.0 percent resulting from the corporate
income tax reduction announced in the 2008 Budget.”

“Terasen’s proposal that the 2008 income tax reduction of $616,000 and the
$89,700 after-tax increase in Utility expenses should be recorded in a
deferral account with three year amortization is accepted as being in
accordance with the PBR Settlement and Commission Orders No. G-51-03
and extended by Order No. G-33-07."

The response to BCUC IR 2.167.2 stated:

“BC Hydro will revise its F2009 ROE for the new effective tax rate if the
BCUC directs Terasen to change its income tax expense used in setting its
2008 rates before BC Hydro’s F2009 rates are finalized.

The May 2008 filing by Terasen proposing to defer the impact of the new
blended tax rate effectively removes the lower tax benefit from the income
statement and moves it to the balance sheet as a liability. The income tax
expense on the income statement used in setting Terasen’s 2008 rates
would remain unchanged under this proposal, and thus Terasen’s effective
tax rate would also remain unchanged. As a result there would be no
change to BC Hydro’s allowed ROE.”

3.187.1 Please confirm and show by example that Terasen’s subsequent refund
to ratepayers of the $616,000 tax reduction over three years will cause
Terasen’s effective tax rate calculation to be lower in 2009, 2010, and
2011 than would be the case if Terasen just refunded the tax reduction
fully in 2008. State any assumptions.

Since Terasen is refunding the 2008 tax reductions over three years,
does that mean for BC Hydro ratepayers the 2008 benefits of the 2008
tax reductions have been just simply delayed over the three years of
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refunding so that BC Hydro’s ROE will be lower in F2009, F2010 and
F20117? If not, explain the BC Hydro ROE cumulative impact between
Terasen re-calculating the 2008 tax and refunding in 2008 versus not
recalculating the 2008 tax and refunding in the subsequent three years.

RESPONSE:

Confirmed. The following simplified example illustrates that Terasen’s subsequent
refund to ratepayers of the tax reduction should cause Terasen'’s effective income
tax rates to be lower in 2009, 2010 and 2011 than would be the case if Terasen just
refunded the tax reduction fully in 2008 (i.e. the effective tax rate is lower than the

statutory tax rate in 2009 to 2011).

($ thousands) Before After
Income Income
tax rate  tax rate Income
reduction reduction tax to be
2008 2008 deferred 2009 2010 2011

Rewvenue before effect of income tax deferred 84,988 84,371 83,764 83,764 83,764

Less - flow through of income tax deferred® - - (296) (296) (296)
Net revenue (A) 84,988 84,371 83,468 83,468 83,468

Amortization of income tax deferred? - - (205) (205) (205)
Net Income before income tax (NIBT) 84,988 84,371 83,674 83,674 83,674

Income tax expense (A x B) 26,771 26,155 616 25,458 25,458 25,458
Net Income 58,217 58,216 58,216 58,216 58,216
Statutory Income Tax Rate (B) 31.50%  31.00% 30.50% 30.50%  30.50%
Effective Tax Rate (Income tax expense / NIBT) 31.50%  31.00% 30.43% 30.43% 30.43%
Notes:

1. Amortization expense / (1 - statutory tax rate)
2. Deferred income tax of $616 /3 years

As the effective tax rate for Terasen in 2009 to 2011 is lowered, BC Hydro’s
allowed ROE will also be lower for the corresponding fiscal years (Terasen’s 2008
fiscal year corresponds to BC Hydro’s F2009). In effect the benefit of the tax
reduction to Terasen in 2008 will be delayed over the three years of refunding so
that BC Hydro's allowed ROE will be lower in F2010, F2011 and F2012 than would
otherwise have been the case if the tax reduction was flowed through in 2008 by
Terasen.

As discussed in section 6.2.3 of the Application, BC Hydro is proposing that any
changes in BC Hydro’s revenue requirements for F2010 arising from changes to
Terasen’s 2009 ROE and effective income tax rates be included in the NHDA,
consistent with past practice.
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188.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section 5.5,
Finance Charges, pp. 18to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:

Target for the overnight rate, recent data

Date Target (%) Change (%)
10 June 2008 3.00
22 April 2008 3.00 -0.50
4 March 2008 3.50 -0.50
22 January 2008 4.00 -0.25
4 December 2007 4.25 -0.25

Source: http://www.bank-banque-canada.ca/en/monetary/target.html
An excerpt of the recent history for the US federal funds rate is shown below:

Intended federal funds rate
Change and level, 1990 to present

Change
(basis points)
Increas Decreas Level
Date
e e (percent)

2008

April 30 25 2.00
March 18 75 2.25
January 30 50 3.00
January 22 75 3.50

Source: http://www.federalreserve.gov/fomc/fundsrate.htm
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3.188.1 Please file a copy of the Ministry of Finance information used by
BC Hydro.

RESPONSE:

A copy of the information provided by the Province in January 2008 is attached.



BCUC IR 3.188.1 Attachment 1

Interest Rate forecast - January 9, 2008
Subject to approval by the Minister of Finance
Fiscal Year Ending March 31

F 2007/08 F 2008/09 F 2009/10 F 2010/11 F 2011/12 F 2012/13

Short-term Interest Rates

Canada 3 month T-Bill (1) 4.07% 4.05% 4.53% 5.00% 5.00% 5.00%
Credit Spread 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
All-in Rates ) 4.32% 4.30% 4.78% 5.25% 5.25% 5.25%

- s

us 3 month T-Bill (1) 3.88% 3.39% 4.26% 4.88% 5.00% 5.00%
Credit Spread 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
All-in Rates 4.13% 3.64% 4.51% 5.13% 5.25% 5.25%

Long-term Interest Rates

Canada Govt Long Term Bond (10yr) (1) 4.26% 4.34% 4.89% 5.63% 6.00% 6.00%
Credit Spread 0.60% 0.60% 0.60% 0.60% 0.60% 0.60%
Issuance costs and Fiscal fee 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
All-in Rates 4.96% 5.04% 5.59% 6.33% 6.70% 6.70%

us Long Treasury Bond (10yr) (1) 4.49% 4.33% 4.98% 5.63% 6.00% 6.00%
Credit Spread 0.80% 0.80% 0.80% 0.80% 0.80% 0.80%
Issuance costs and Fiscal fee 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
All-in Rates 5.39% 5.23% 5.88% 6.53% 6.90% 6.90%

US$ Exchange Rates

CAD/USD 1.0272 1.0086 1.05186 1.0671 1.0711 1.0715

Exchange 0.9736 0.9915 0.9510 0.9371 0.9336 0.9332

Notes: (1) FX Rate, 3 month T-Bill and Long Treasury as per BC Treasury Board Staff January 9th

2008 assumptions. Credit spreads have not been updated.

Planning assumptions update - January 9th 2008.xIs
Page 1 of 1
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188.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section 5.5,
Finance Charges, pp. 18to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:

Target for the overnight rate, recent data

Date Target (%) Change (%)
10 June 2008 3.00
22 April 2008 3.00 -0.50
4 March 2008 3.50 -0.50
22 January 2008 4.00 -0.25
4 December 2007 4.25 -0.25

Source: http://www.bank-banque-canada.ca/en/monetary/target.html
An excerpt of the recent history for the US federal funds rate is shown below:

Intended federal funds rate
Change and level, 1990 to present

Change
(basis points)
D Increas Decreas Level
ate
e e (percent)

2008

April 30 25 2.00
March 18 75 2.25
January 30 50 3.00
January 22 75 3.50

Source: http://www.federalreserve.gov/fomc/fundsrate.htm




British Columbia Utilities Commission Page 2
Information Request No. 3.188.2 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

3.188.2 How does the Ministry of Finance interest rate mid-January 2008
forecast reflect the subsequent actions from the Bank of Canada?
Please elaborate.

RESPONSE:

Please refer to the response to BCUC IR 1.93.3.2.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.188.3 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

188.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section 5.5,
Finance Charges, pp. 18to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:

Target for the overnight rate, recent data

Date Target (%) Change (%)
10 June 2008 3.00
22 April 2008 3.00 -0.50
4 March 2008 3.50 -0.50
22 January 2008 4.00 -0.25
4 December 2007 4.25 -0.25

Source: http://www.bank-banque-canada.ca/en/monetary/target.html
An excerpt of the recent history for the US federal funds rate is shown below:

Intended federal funds rate
Change and level, 1990 to present

Change
(basis points)
D Increas Decreas Level
ate
e e (percent)

2008

April 30 25 2.00
March 18 75 2.25
January 30 50 3.00
January 22 75 3.50

Source: http://www.federalreserve.gov/fomc/fundsrate.htm




British Columbia Utilities Commission Page 2
Information Request No. 3.188.3 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

3.188.3 How does the Ministry of Finance interest rate mid-January 2008

forecast reflect the subsequent actions from the U.S. Federal
Reserve? Please elaborate.

RESPONSE:

Please refer to the response to BCUC IR 1.93.3.2.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.188.4.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

188.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section
5.5,Finance Charges, pp. 18 to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:

Target for the overnight rate, recent data

Date Target (%) Change (%)
10 June 2008 3.00
22 April 2008 3.00 -0.50
4 March 2008 3.50 -0.50
22 January 2008 4.00 -0.25
4 December 2007 4.25 -0.25

Source: http://www.bank-banque-canada.ca/en/monetary/target.html
An excerpt of the recent history for the US federal funds rate is shown below:

Intended federal funds rate
Change and level, 1990 to present

Change
(basis points)
Increas Decreas Level
Date
e e (percent)

2008

April 30 25 2.00
March 18 75 2.25
January 30 50 3.00
January 22 75 3.50

Source: http://www.federalreserve.gov/fomc/fundsrate.htm




British Columbia Utilities Commission Page 2
Information Request No. 3.188.4.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

3.188.4.1 If available please provide the date of the next Ministry or

Province of BC update.

RESPONSE:

Based on the timing in previous years, BC Hydro anticipates receiving an update
from the Province in late July or early August 2008.



British Columbia Utilities Commission Page 1
Information Request No. 3.188.4.2 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
UPDATED Response issued August 8, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11-1
Application : .

188.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Chapter 5 Operatmg Expenses Section 5.5,
Finance Charges, pp. 18 to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:.

Target for the overnight rate, récent data-

Date ' Target (%) Change (%)
10 June 2008 3.00 -
22 April 2008 3.00 -0.50
4 March 2008 3.50 -0.50
22 January 2008 4.00 -0.25

4 December 2007 4.25 -0.25

Source: http://www.bank-bangue-canada.ca/en/monetary/target.html
An excerpt of the recent history for the US federal funds rate is shown below:

Intended federal funds rate
Change and level, 1990 to present

Change
(basis points)

Increas Decreas Level
Date

e e (percent)
2008
April 30 . 25 - 2.00
March 18 .. 75 2.25
January 30 50 3.00
January 22 75 3.50

Source: http://www.federalreserve.qgov/fomc/fundsrate.htm




British Columbia Utilities Commission " Page 2
Information Request No. 3.188.4.2 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
UPDATED Response issued August 8, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11-1
Application

3.188.4.2  If an update is available before the commencement of the NSP

settlement discussions, will BC Hydro file the Ministry or Province
of BC update immediately after it is available?

UPDATED RESPONSE:
Yes.

Attached is the updated interest and foreign exchange rates as provided by the
BC Treasury Board staff.

3ivddn




Interest Rate forecast - July 28, 2008
Subject to approval by the Minister of Finance
Fiscal Year Ending March 31

Short-term Interest Rates

BCUC IR 3.188.4.2 Attachment 1

F 2007/08 F 2008/09 F 2009/10 F 2010/11 F 2011/12 F 2012/13

Canada 3 month T-Bill (1) 3.84% 2.67% 3.40% 4.31% 4.94% 5.00%
Credit Spread 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
All-in Rates 4.09% 2.92% 3.65% 4.56% 5.19% 5.25%

us 3 month T-Bill (1) 3.62% 1.78% 2.68% 3.88% 4.81% 5.00%
Credit Spread 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
All-in Rates 3.87% 2.03% 2.93% 4.13% 5.06% 5.25%

Long-term Interest Rates

Canada Govt Long Term Bond (10yr) (1) 4.19% 3.79% 4.22% 5.18% 5.93% 6.00%
Credit Spread 0.60% 0.60% 0.60% 0.60% 0.60% 0.60%
Issuance costs and Fiscal fee 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
All-in Rates 4.89% 4.49% 4.92% 5.88% 6.63% 6.70%

us Long Treasury Bond (10yr) (1) 4.41% 3.99% 4.39% 5.24% 5.93% 6.00%
Credit Spread 0.80% 0.80% 0.80% 0.80% 0.80% 0.80%
Issuance costs and Fiscal fee 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
All-in Rates 5.31% 4.89% 5.29% 6.14% 6.83% 6.90%

US$ Exchange Rates

CAD/USD 1.0302 1.0077 1.0301 1.0535 1.0619 1.0702

Exchange 0.9707 0.9923 0.9707 0.9492 0.9417 0.9344

Note: (1) FX Rate, 3 month T-Bill, and Long Treasury as per BC Treasury Board Staff July 28, 2008 assumptions. Credit

spreads have not been updated.

1 of 1



British Columbia Utilities Commission Page 1
Information Request No. 3.188.5 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

188.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-10, Chapter 5 Operating Expenses, Section 5.5,
Finance Charges, pp. 18 to 19
Finance Charges

Page 18 states: “Table 12 summarizes the changes to the interest rates and
foreign exchange rate for F2009 and F2010. The updated interest rates and
foreign exchange rate were received from the Ministry of Finance in mid-
January 2008, after the preparation of the Application.”

The Bank of Canada has changed its overnight rate as shown below:

Target for the overnight rate, recent data

3.188.5 Please update the Continuity of Long-term Debt & Interest Expense
(BCUC IR 1.93.2) for the Evidentiary Update.

RESPONSE:

The continuity schedule for Long-Term Debt for the Evidentiary Update is
attached.
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British Columbia Utilities Commission Page 1
Information Request No. 3.189.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
189.0 TOPIC: 45. Existing Regulatory Accounts
Reference: Exhibit B-10, Chapter 1, Changes to Revenue Requirements,
Section 5.9,

Regulatory Account Transfers, p. 21
Actual F2008 Results

On page 21 it states: “Actual additions to the other regulatory accounts in
F2008 were $227.6 million higher than forecast in the Application. Most of
this difference is due to a provision related to First Nations settlements.”

3.189.1 Please provide a detailed breakdown of the $227.6 million higher than
forecast additions to other regulatory accounts in F2008 by account.

RESPONSE:

The Evidentiary Update should have stated that actual additions to the other
regulatory accounts in F2008 were $208.0 million higher than forecast in the
Application. This was an error in the text only, and had no other impact on the
Evidentiary Update. A breakdown of the additions by regulatory account is
provided below.

F2008
($ million) Forecast Actual Difference
Regulatory Account Additions
Demand-Side Management 72.1 63.3 (8.8)
First Nations Costs 7.1 5.7 (1.4)
First Nations Provisions 6.3 231.3 225.0
Site C 7.4 4.6 (2.8)
Foreign Exchange (17.9) (17.6) 0.3
F2007 Storm Restoration 8.2 7.8 (0.4)
Procurement Enhancement 8.2 7.3 (0.9)
Capital Project Investigation 14.8 11.8 (3.0)
Total 106.2 314.2 208.0




190.0 TOPIC:
Reference:

British Columbia Utilities Commission Page 1
Information Request No. 3.190.0 Dated: July 9, 2008 of 11
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

60. Revenue Requirement Schedules

Exhibit B-10, Appendix 1, Revenue Requirement Schedules

For Schedules 1.0, 2.1, 2.2, 3.0 and 5.0 in Appendix 1 please provide

schedules  showing the following:
F2009 F2010
Change Change
(F2009 (F2010
F2009 Update — F2010 Update —
F2009 Plan | Update F2009 Plan) | F2010 Plan | Update F2010 Plan)
RESPONSE:

The requested schedules are provided below.




British Columbia Utilities Commission Page 2
Information Request No. 3.190.0 Dated: July 9, 2008 of 11
British Columbia Hydro & Power Authority
Response issued July 22, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Revenue Requirements Summary Schedule 1.0
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
1 Domestic Energy Costs 1,252.4 1,273.2 20.8 1,430.8 1,386.3 (44.5)
2 Operating Costs 776.7 800.5 23.8 802.4 833.1 30.7
3 Taxes 166.7 168.4 1.7 177.4 178.1 0.6
4 Amortization 393.7 390.7 (3.0) 424.9 4225 (2.4)
5 Finance Charges 497.4 479.8 a7.7) 567.3 536.9 (30.4)
6 Return on Equity 357.6 360.6 3.0 401.7 411.4 9.7
7 Non-Tariff Revenue (39.7) (40.9) (1.2) (38.4) (39.9) (1.5)
8 Inter-Segment Revenue (77.1) (56.6) 20.5 (110.1) (60.5) 49.6
Deferral Accounts
9 Deferral Account Additions 0.0 (81.7) (81.7) 0.0 (110.1) (110.1)
10 Interest on Deferral Accounts (6.5) (8.2) 1.7) (5.9) (13.5) (7.6)
11 Deferral Account Recoveries 15.2 14.8 (0.4) 16.7 32.2 15.4
12 Total 8.8 (75.0) (83.8) 10.9 (91.4) (102.3)
Other Regulatory Accounts
13 Regulatory Account Additions (165.8) (188.1) (22.3) (165.8) (190.3) (24.5)
14 Interest on Regulatory Accounts (4.1) (2.8) 13 (6.9) (4.4) 25
15 Regulatory Account Recoveries 50.0 48.0 (2.0) 45.7 41.0 (4.7)
16 Total (119.8) (142.9) (23.0) (127.1) (153.7) (26.7)
Subsidiary Net Income
17 Powerex Net Income (135.1) (159.4) (24.3) (156.1) (154.8) 13
18 Powertech Net Income (1.6) (1.7) (0.1) (1.9) (1.9) 0.0
19 Total (136.7) (161.1) (24.4) (158.0) (156.7) 1.3
20 Less Other Utilities Revenue (17.0) (16.9) 0.1 (18.5) (18.5) (0.0)
21 Less Deferral Rider (15.2) (14.8) 0.4 (16.7) (32.2) (15.4)
22 Total Revenue Requirement 3,047.7 2,964.9 (82.8) 3,346.5 3,215.3 (131.2)
Revenue at Current Rates
23 Total Domestic Revenue 2,892.4 3,013.4 121.0 2,937.5 3,041.3 103.8
24 Less Other Utilities (17.0) (16.9) 0.1 (18.5) (18.5) (0.0)
25 Less Deferral Rider (15.2) (14.8) 0.4 (16.7) (32.2) (15.4)
25 Revenue Subject to Increase 2,860.2 2,981.7 121.5 2,902.3 2,990.7 88.4
26 Revenue Shortfall 187.5 (16.8) (204.3) 4442 224.6 (219.6)
Rate Increases
27 April 1, 2008 Interim Rate Increase 6.56%
28 Balance -0.56% 8.12%
29 Annualized Rate Increase 6.56% 5.96% -0.60% 8.21% 8.12% -0.09%
30 Deferral Account Rate Rider 0.50% 0.50% 0.00% 0.50% 1.00% 0.50%
31 Net Bill Impact 4.99% 4.40% -0.59% 8.21% 8.66% 0.45%
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BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Deferral Accounts Schedule 2.1
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
Heritage Deferral Account
1 Beginning of Year 80.5 78.0 (2.5) 73.7 84.5 10.8
2 Adjustment to F2008 Opening 0.0 0.0 0.0 0.0 0.0 0.0
3 Additions 0.0 14.0 14.0 0.0 5.0 5.0
4 Interest 5.0 5.1 0.1 4.6 5.2 0.6
5 Recovery (11.8) (12.6) (0.8) (13.0) (16.3) (3.3)
6 End of Year 73.7 84.5 10.8 65.3 78.4 13.1
Non-Heritage Deferral Account
7 Beginning of Year 155.8 94.8 (61.0) 142.6 187.0 44.4
8 Additions 0.0 98.6 98.6 0.0 112.6 112.6
9 Interest 9.7 8.9 (0.8) 8.8 14.8 6.0
10 Recovery (22.9) (15.3) 7.6 (25.1) (36.1) (10.9)
11 Transfer of Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
12 End of Year 142.6 187.0 44.4 126.3 278.3 152.0
Trade Income Deferral Account
13 Beginning of Year (165.3) (102.6) 62.7 (151.3) (117.3) 34.0
14 Additions 0.0 (24.3) (24.3) 0.0 1.3 1.3
15 Interest (10.3) (6.9) 3.4 (9.4) (6.9) 2.4
16 Recovery 24.3 16.6 (7.7) 26.7 22.6 (4.1
17 End of Year (151.3) (117.3) 34.0 (134.0) (100.3) 33.7
BCTC Deferral Account
18 Beginning of Year 32.7 21.5 (11.1) 29.9 125 (17.4)
19 Additions 0.0 (6.6) (6.6) 0.0 (8.8) (8.8)
20 Interest 2.0 1.1 (1.0) 1.9 0.5 (1.4)
21 Recovery (4.8) (3.5) 1.3 (5.3) (2.4) 2.9
22 End of Year 29.9 125 (17.4) 26.5 1.8 (24.7)
End of Year Balances
23 Heritage 73.7 84.5 10.8 65.3 78.4 13.1
24 Non-Heritage 142.6 187.0 44.4 126.3 278.3 152.0
25 Trade Income (151.3) (117.3) 34.0 (134.0) (100.3) 33.7
26 BCTC 29.9 12.5 (17.4) 26.5 1.8 (24.7)
27 Total 94.9 166.7 71.9 84.0 258.2 174.1
Summary
28 Deferral Account Additions 0.0 81.7 81.7 0.0 110.1 110.1
29 Deferral Account Interest 6.5 8.2 1.7 5.9 13.5 7.6
30 Deferral Account Recoveries (15.2) (14.8) 0.4 (16.7) (32.2) (15.4)
31 Transfer of Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
32 Adjustment to F2008 Opening 0.0 0.0 0.0 0.0 0.0 0.0
33 Deferral Account Net Transfers (8.8) 75.0 83.8 (10.9) 91.4 102.3
34 Interest Rate (One Year Lag) 6.72% 6.52% -0.20% 6.78% 6.57% -0.22%
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Deferral Accounts Schedule 2.1
($ million)
F2009 F2010
Plan Update  Difference Plan Update  Difference
Line Column 1 2 3=2-1 4 5] 6=5-4
Summary of Items Subject to Deferral
35 Heritage Payment Obligation 411.7 425.7 14.0 491.9 496.9 4.9
36 Cost of Non-Heritage Energy 707.4 740.3 32.8 781.7 784.6 2.8
37 Trade Income 135.1 159.4 24.3 156.1 154.8 (1.3)
BCTC Costs:
38 Transmission Asset Mgmt Fee 90.5 90.9 0.4 92.7 92.4 (0.3)
39 GRTA Asset Mgmt Fee 8.3 8.3 0.0 8.2 8.2 0.0
40 SDA Asset Mgmt Fee 15.0 15.0 0.0 14.7 14.7 0.0
a1 Net NITS and PTP Charges 417 34.9 (6.8) 355 27.7 (7.8)
42 External PTP Revenues (8.2) (8.4) (0.2) (7.6) (8.3) (0.7)
43 Total 147.3 140.7 (6.6) 143.5 134.7 (8.8)
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Other Regulatory Accounts Schedule 2.2
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
Demand-Side Management
1 Beginning of Year 318.3 309.3 (9.0) 380.6 379.8 (0.8)
2 Additions 105.0 112.1 7.1 122.0 138.2 16.2
3 Amortization on Existing (35.5) (36.0) (0.5) (35.0) (34.4) 0.6
4 Amortization on Additions (7.2) (5.6) 1.6 (17.7) (18.1) (0.4)
5 End of Year 380.6 379.8 (0.8) 449.9 465.5 15.6
First Nations Costs
6 Beginning of Year 394 40.9 15 74.0 60.4 (13.6)
7 Additions 6.9 7.7 0.8 11 1.9 0.8
8 Transfer from Provision 34.5 17.7 (16.8) 3.6 73.8 70.2
9 Recovery (6.8) (5.9) 0.9 (10.9) (6.7) 4.2
10 End of Year 74.0 60.4 (13.6) 67.8 129.4 61.6
First Nations Settlement Provisions
11 Beginning of Year 94.4 319.4 225.0 64.9 322.2 257.3
12 Additions 5.0 20.5 155 4.9 19.0 14.1
13 Transfer to Negotiation Costs (34.5) (17.7) 16.8 (3.6) (73.8) (70.2)
14 End of Year 64.9 322.2 257.3 66.2 267.4 201.2
FO7/F08 RRA Depreciation Study
15 Beginning of Year 14.4 14.4 0.0 9.6 9.6 0.0
16 Additions 0.0 0.0 0.0 0.0 0.0 0.0
17 Recovery (4.8) (4.8) 0.0 (4.8) (4.8) 0.0
18 End of Year 9.6 9.6 0.0 4.8 4.8 0.0
Site C
19 Beginning of Year 11.6 8.7 (2.9) 30.5 27.3 3.1)
20 Additions 17.5 17.5 0.0 14.7 14.6 (0.1)
21 Interest 14 11 (0.2) 2.6 2.3 (0.3)
22 Recovery 0.0 0.0 0.0 0.0 0.0 0.0
23 End of Year 30.5 27.3 (3.1) 47.7 44.2 (3.5)
Future Removal and Site Restoration
24 Beginning of Year (195.2) (192.2) 3.0 (178.2) (175.2) 3.0
25 Adjustment to F2008 Opening 0.0 0.0 0.0 0.0 0.0 0.0
26 Additions 0.0 0.0 0.0 0.0 0.0 0.0
27 Recovery 17.0 17.0 0.0 21.0 21.0 0.0
28 End of Year (178.2) (175.2) 3.0 (157.2) (154.2) 3.0
Foreign Exchange Gains/Losses
29 Beginning of Year (66.3) (66.0) 0.3 (92.1) (92.8) 0.7)
30 Adjustment to F2008 Opening 0.0 0.0 0.0 0.0 0.0 0.0
31 Additions 1.7) (2.8) (1.1) 125 6.0 (6.5)
32 Recovery (24.1) (24.0) 0.1 (8.6) (8.3) 0.3
33 End of Year (92.1) (92.8) 0.7) (88.2) (95.1) (6.9)




British Columbia Utilities Commission Page 6
Information Request No. 3.190.0 Dated: July 9, 2008 of 11
British Columbia Hydro & Power Authority
Response issued July 22, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Other Regulatory Accounts Schedule 2.2
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
Pre-1996 Customer Contributions
34 Beginning of Year 26.6 26.7 0.1 38.2 38.3 0.1
35 Additions 0.0 0.0 0.0 0.0 0.0 0.0
36 Recovery 11.6 11.6 0.0 10.8 10.8 0.0
37 End of Year 38.2 38.3 0.1 49.0 49.1 0.1
F2007 Storm Restoration
38 Beginning of Year 0.0 0.0 0.0 0.0 0.0 0.0
39 Additions 0.0 0.0 0.0 0.0 0.0 0.0
40 Interest 0.0 0.0 0.0 0.0 0.0 0.0
41 Recovery 0.0 0.0 0.0 0.0 0.0 0.0
42 Transfer to NHDA 0.0 0.0 0.0 0.0 0.0 0.0
43 End of Year 0.0 0.0 0.0 0.0 0.0 0.0
Procurement Enhancement
44 Beginning of Year 8.5 7.3 1.2) 28.2 26.9 (1.3)
45 Additions 185 185 0.0 2.0 2.0 0.0
46 Interest 1.2 1.1 (0.2) 2.0 1.8 (0.2)
47 Recovery 0.0 0.0 0.0 0.0 0.0 0.0
48 End of Year 28.2 26.9 (1.3) 32.2 30.7 (1.4)
Capital Project Investigation
49 Beginning of Year 15.3 12.2 3.1) 31.2 271 (4.1)
50 Additions 14.6 14.6 0.0 8.6 8.6 0.0
51 Interest 15 0.6 (0.9) 2.4 0.3 (2.1)
52 Recovery (0.2) (0.3) (0.1) (0.5) (0.5) 0.0
53 End of Year 31.2 27.1 (4.1) 41.7 35.5 (6.2)
Taxes
54 Beginning of Year 0.0 0.0 0.0 0.0 0.0 0.0
55 Additions 0.0 0.0 0.0 0.0 0.0 0.0
56 Interest 0.0 0.0 0.0 0.0 0.0 0.0
57 Recovery 0.0 0.0 0.0 0.0 0.0 0.0
58 End of Year 0.0 0.0 0.0 0.0 0.0 0.0
Future Storm Damage
59 Beginning of Year 0.0 0.0 0.0 0.0 0.0 0.0
60 Additions 0.0 0.0 0.0 0.0 0.0 0.0
61 Interest 0.0 0.0 0.0 0.0 0.0 0.0
62 Recovery 0.0 0.0 0.0 0.0 0.0 0.0
63 End of Year 0.0 0.0 0.0 0.0 0.0 0.0
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Other Regulatory Accounts Schedule 2.2
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
End of Year Balances
64 Demand-Side Management 380.6 379.8 (0.8) 449.9 465.5 15.6
65 First Nations Costs 74.0 60.4 (13.6) 67.8 129.4 61.6
66 First Nations Provisions 64.9 322.2 257.3 66.2 267.4 201.2
67 FO7/F08 RRA Depn Study 9.6 9.6 0.0 4.8 4.8 0.0
68 Site C 305 27.3 (3.1) 47.7 44.2 (3.5)
69 Future Removal (178.2) (175.2) 3.0 (157.2) (154.2) 3.0
70 Foreign Exchange (92.1) (92.8) 0.7) (88.2) (95.1) (6.9)
71 Pre-1996 Contributions 38.2 38.3 0.1 49.0 49.1 0.1
72 F2007 Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
73 Procurement Enhancement 28.2 26.9 (1.3) 32.2 30.7 (1.4)
74 Capital Project Investigation 31.2 27.1 (4.1) 41.7 35.5 (6.2)
75 Taxes 0.0 0.0 0.0 0.0 0.0 0.0
76 Future Storm Damage 0.0 0.0 0.0 0.0 0.0 0.0
77 Total 386.8 623.6 236.8 513.9 777.3 263.4
Summary
78 Regulatory Account Additions 165.8 188.1 22.3 165.8 190.3 245
79 Regulatory Account Interest 4.1 2.8 (1.3) 6.9 4.4 (2.5)
80 Regulatory Account Recoveries (50.0) (48.0) 20 (45.7) (41.0) 4.7
81 Transfer of Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
82 Adjustments to F2008 Opening 0.0 0.0 0.0 0.0 0.0 0.0
83 Regulatory Account Net Transfers 119.8 142.9 23.0 127.1 153.7 26.7
84 Interest Rate (One Year Lag) 6.72% 6.52% -0.20% 6.78% 6.57% -0.22%
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Application
Total Costs (Before Regulatory Accounts and Subsidiary Net Income) Schedule 3.0
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
1 Domestic Energy Costs 1,252.4 1,273.2 20.8 1,430.8 1,386.3 (44.5)
Operating Costs
2 Current 616.2 615.8 (0.4) 660.5 656.0 (4.5)
3 Regulatory Additions 167.5 190.9 23.4 153.3 184.3 31.0
4 Regulatory Recoveries (7.0) (6.2) 0.8 (11.4) (7.2) 4.2
5 Total GAAP 776.7 800.5 23.8 802.4 833.1 30.7
6 Taxes 166.7 168.4 1.7 177.4 178.1 0.6
Amortization
7 Current 412.6 408.5 (4.2) 450.5 447.9 (2.6)
8 Regulatory Additions 0.0 0.0 0.0 0.0 0.0 0.0
9 Regulatory Recoveries (18.9) (17.8) 1.1 (25.7) (25.5) 0.2
10 Total GAAP 393.7 390.7 (3.0) 424.9 422.5 (2.4)
Finance Charges
11 Current 512.7 495.6 (17.1) 550.6 521.3 (29.3)
12 Interest on Regulatory Accounts 10.5 11.0 0.4 12.8 17.9 5.1
13 Regulatory Additions .7 (2.8) (1.1) 12.5 6.0 (6.5)
14 Regulatory Recoveries (24.1) (24.0) 0.1 (8.6) (8.3) 0.3
15 Total GAAP 497.4 479.8 (17.7) 567.3 536.9 (30.4)
16 Return on Equity 357.6 360.6 3.0 401.7 411.4 9.7
17 Non-Tariff Revenue (39.7) (40.9) (1.2) (38.4) (39.9) (1.5)
Inter-Segment Revenue
18 Powerex - Corporate Allocation 0.0 0.0 0.0 0.0 0.0 0.0
19 Mark to Market Losses (Gains) 0.0 0.0 0.0 0.0 0.0 0.0
20 Other 0.0 0.0 0.0 0.0 0.0 0.0
21 Powerex Net Sales (20.2) 0.0 20.2 (49.1) 0.0 49.1
22 Powerex PTP Charges (25.8) (28.3) (2.5) (26.9) (29.5) (2.6)
23 BC Hydro PTP Charges (31.1) (28.3) 2.8 (34.1) (31.0) 3.1
24 Total (77.1) (56.6) 20.5 (110.1) (60.5) 49.6
25 Total 3,327.7 3,375.7 48.0 3,655.9 3,667.8 11.9
Total Costs by Business Group
26 Corporate 0.0 0.0 0.0 0.0 0.0 0.0
27 EARG 1,242.3 1,243.4 1.1 1,370.7 1,359.3 (11.3)
28 CC&C 950.2 979.1 28.9 1,029.1 1,030.7 1.6
29 Transmission 414.3 414.6 0.3 455.9 454.3 (1.6)
30 Field Operations 594.7 587.6 (7.2) 667.3 656.3 (11.0)
31 Interest on Regulatory Accounts 10.5 11.0 0.4 12.8 17.9 5.1
32 Regulatory Additions 165.8 188.1 22.3 165.8 190.3 24.5
33 Regulatory Recoveries (50.0) (48.0) 2.0 (45.7) (41.0) 4.7
34 Total 3,327.7 3,375.7 48.0 3,655.9 3,667.8 11.9
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BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
Operating Costs Schedule 5.0
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
Corporate
1 Base - Existing 123.2 123.2 0.0 126.7 126.7 0.0
2 Labour Strategies 0.9 0.9 0.0 1.0 1.0 0.0
3 Base - New 124.1 124.1 0.0 127.7 127.7 0.0
4 Buildings - Properties 6.0 6.0 0.0 9.0 9.0 0.0
5 Asset Security 0.5 0.5 0.0 1.2 1.2 0.0
6 Procurement Enhancement 1.0 1.0 0.0 1.0 1.0 0.0
Total Fixed-Term Initiatives 7.5 7.5 0.0 11.2 11.2 0.0
7 Total Base & Initiatives 131.6 131.6 0.0 138.9 138.9 0.0
EARG
9 Base - Existing 125.7 125.7 0.0 128.6 128.6 0.0
10 First Nations 5.0 5.0 0.0 6.2 6.2 0.0
11 NERC Compliance 1.2 1.2 0.0 0.9 0.9 0.0
12 Labour Strategies 2.3 2.3 0.0 2.6 2.6 0.0
13 Base - New 134.2 134.2 0.0 138.3 138.3 0.0
14 Burrard 3.2 3.2 0.0 3.9 3.9 0.0
15 Civil Maintenance 3.5 3.5 0.0 5.5 55 0.0
16 General Asset Maintenance 3.4 3.4 0.0 4.1 4.1 0.0
17 Asset Security 0.0 0.0 0.0 1.0 1.0 0.0
18 Capital Process 1.8 1.8 0.0 0.3 0.3 0.0
19 Total Fixed-Term Initiatives 11.9 11.9 0.0 14.8 14.8 0.0
20 Total Base & Initiatives 146.1 146.1 0.0 153.1 153.1 0.0
CC&C
21 Base - Existing 92.9 92.9 0.0 95.2 95.2 0.0
22 First Nations 0.7 0.7 0.0 1.0 1.0 0.0
23 Base - New 93.6 93.6 0.0 96.2 96.2 0.0
24 Asset Security 0.2 0.2 0.0 0.2 0.2 0.0
25 Outage Communications 2.0 2.0 0.0 1.6 1.6 0.0
26 Total Fixed-Term Initiatives 2.2 2.2 0.0 1.8 1.8 0.0
26 Total Base & Initiatives 95.8 95.8 0.0 98.0 98.0 0.0
27 Transmission 94.0 94.4 0.4 96.2 95.9 (0.3)
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Application
Operating Costs Schedule 5.0
($ million)
F2009 F2010
Plan Update Difference Plan Update Difference
Line Column 1 2 3=2-1 4 5 6=5-4
Field Operations
28 Base - Existing 132.9 132.9 0.0 140.5 140.5 0.0
29 Labour Strategies 1.6 1.6 0.0 35 35 0.0
30 RCE 0.5 0.5 0.0 1.5 1.5 0.0
31 Base - New 135.0 135.0 0.0 145.5 145.5 0.0
32 Asset Security 0.4 0.4 0.0 3.6 3.6 0.0
33 System Hardening 4.8 4.8 0.0 5.8 5.8 0.0
34 Autosplice/Mtn Pine Beetle 15 1.5 0.0 8.0 8.0 0.0
35 Total Fixed-Term Initiatives 6.7 6.7 0.0 17.4 17.4 0.0
36 Total Base & Initiatives 141.7 141.7 0.0 162.9 162.9 0.0
37 Total Before Regulatory Accounts 609.2 609.6 0.4 649.1 648.8 (0.3
Regulatory Account Recoveries
38 First Nation Costs 6.8 5.9 (0.9) 10.9 6.7 (4.2)
39 Site C 0.0 0.0 0.0 0.0 0.0 0.0
40 F2007 Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
41 Capital Project Investigation 0.2 0.3 0.1 0.5 0.5 0.0
42 Procurement Enhancement 0.0 0.0 0.0 0.0 0.0 0.0
43 Total 7.0 6.2 (0.8) 11.4 7.2 (4.2)
44 Total Current Operating 616.2 615.8 (0.4) 660.5 656.0 (4.5
Regulatory Account Additions
45 Demand-Side Management 105.0 112.1 7.1 122.0 138.2 16.2
46 First Nations Costs 6.9 7.7 0.8 11 1.9 0.8
a7 First Nations Provisions 5.0 20.5 155 4.9 19.0 14.1
48 Site C 17.5 17.5 0.0 14.7 14.6 (0.2)
49 F2007 Storm Restoration 0.0 0.0 0.0 0.0 0.0 0.0
50 Project Investigation Costs 14.6 14.6 0.0 8.6 8.6 0.0
51 Procurement Enhancement 18.5 18.5 0.0 2.0 2.0 0.0
52 Total 167.5 190.9 23.4 153.3 184.3 31.0
53 Total GAAP Operating 776.7 800.5 23.8 802.4 833.1 30.7
Current Operating by Business Group
54 Corporate 131.6 131.6 0.0 138.9 138.9 0.0
55 EARG 153.1 152.3 (0.8) 164.5 160.3 4.2)
56 CC&C 95.8 95.8 0.0 98.0 98.0 0.0
57 Transmission 94.0 94.4 0.4 96.2 95.9 (0.3)
58 Field Operations 141.7 141.7 0.0 162.9 162.9 0.0
59 Total 616.2 615.8 (0.4) 660.5 656.0 (4.5)
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Schedule 5.0
F2009 F2010
Plan Update Difference Plan Update Difference
Column 1 2 3=2-1 4 5) 6=5-4
Summary of Current Operating
Base - Existing 568.7 569.1 0.4 587.2 586.9 (0.3)
Ongoing Initiatives 12.2 12.2 0.0 16.7 16.7 0.0
Base - New 580.9 581.3 0.4 603.9 603.6 (0.3)
Fixed-Term Initiatives 28.3 28.3 0.0 452 45.2 0.0
Total Before Regulatory Accounts 609.2 609.6 0.4 649.1 648.8 (0.3
Regulatory Recoveries 7.0 6.2 (0.8) 11.4 7.2 4.2)
Total Current Operating Costs 616.2 615.8 (0.4) 660.5 656.0 (4.5)

66
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11

191.0 TOPIC: 60. Revenue Requirement Schedules

Reference:
Schedule 2.2,

Other Regulatory Accounts, p. 5, lines 8,12 and 13
First Nations Costs and First Nation Provisions

Exhibit B-10, Appendix 1, Revenue Requirement Schedules,

3.191.1 Please provide a breakdown of the $231.3 million of F2008 Actual First
Nations Settlement Provisions additions by resource and activity.

RESPONSE:

The $231.3 million in F2008 is comprised of a $225.0 million settlement provision
and a $6.3 million accretion expense on the existing settlement liability. There is
no breakdown by resource or activity.

Other Regulatory Accounts - First Nations Settlement Provisions

($ million)
F2006 | F2007 | F2008 | F2008 F2009 F2010
Actual | Actual | RRA | Actual | Forecast | Forecast
Recognition of Settlement | g77 | 90 | 00 | 2250 | 00 0.0
rovision
Accretion Expense on the
Settlement Liability 0.0 6.6 6.7 6.3 20.5 19.0
Payments to First Nations
Transferred to First Nations 0.0 (4.4) 0.0 (1.8) 7.7) (73.8)
Costs Regulatory Account®
End of Year Balance 87.7 89.9 | 101.0 | 3194 322.2 267.4

1 BCUC Order No: G-53-02
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

191.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 5, lines 8,12 and 13
First Nations Costs and First Nation Provisions

3.191.2 Please explain why Negotiation Costs (Schedule 2.2, line 13) are
transferred from the First Nation Settlement Provisions to First Nation
Costs (Schedule 2.2, line 8).

RESPONSE:

The amounts transferred from the First Nations Settlement Provisions account to
the First Nations Costs account relate to settlement payments. Settlement
payments reduce the provision account and are transferred to the First Nations
Costs account. The First Nations Costs account therefore includes negotiation
costs, which are amortized over 10 years as per BCUC Order No. G-53-02, and
settlement payments, the amortization of which will not commence until approved
by the BCUC as per BCUC Order No. G-11-08.



British Columbia Utilities Commission Page 1
Information Request No. 3.191.2.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
191.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,

Other Regulatory Accounts, p. 5, lines 8,12 and 13
First Nations Costs and First Nation Provisions

3.191.2.1Please provide breakdowns of the F2008 RRA, Actual F2008, F2009
Update and F2010 Update costs transferred by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.191.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.192.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65;
Exhibit B-1, Appendix A, Revenue Requirement Schedules, Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64
First Nations Costs

3.192.1 Please explain why First Nations Costs increased from $27.4 million in
F2008 RRA to $40.9 million in Actual F2008.

RESPONSE:

The breakdown of costs by resource and activity for F2008, F2009 and F2010 is
provided in the table below.

Explanation of Changes:

F2008 - The increase of $13.5 million in the Actual from the FO7/FO8 RRA is due to
the beginning balance being $6.1 million higher as a result of F2007 activities,
$4.0 million in higher negotiation costs due a higher than anticipated level of
activity, $1.8 million more in payments made to First Nations which were not
anticipated at the time of the FO7/FO8 RRA, and $1.6 million lower amortization
recovery due to the application inadvertently omitting an adjustment.

F2009 and F2010 - Major differences can be attributed to the change in the
projected settlement cash flows associated with First Nations settlement
provisions, which impacts cash payments to First Nations. For the change in
amortization in F2009 and F2010 please refer to page 22 of the Evidentiary Update,
lines 2-8.



British Columbia Utilities Commission

Page 2

Information Request No. 3.192.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
$ million
Activity Resource F2008 F2009 F2010
RRA Actual Difference Plan Update Difference Plan Update Difference
Beginning of Year 30.2 36.3 6.1 39.4 40.9 1.5 74.0 60.4 (13.6)
Labour, Travel,
Additions - Consulting, Legal and
Negotiation costs other related negotiation L7 57 4.0 6.9 [ 08 11 19 08
costs
Tran'_s,fgr from Cas_h Payments to First 0.0 18 18 345 17.7 (16.8) 36 73.8 70.2
Provision Nations
Recovery Amortization (4.5) (2.9) 1.6 (6.8) (5.9) 09| (10.9) (6.7) 4.2
End of Year 27.4 40.9 13.5 74.0 60.4 (13.6) 67.8 129.4 61.6




British Columbia Utilities Commission Page 1
Information Request No. 3.192.1.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64
First Nations Costs

3.192.1.1 Please provide breakdowns of the F2008 RRA and Actual F2008
costs by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.192.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.192.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,

Other Regulatory Accounts, p. 7, line 65;

Exhibit B-1, Appendix A, Revenue Requirement Schedules, Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64

First Nations Costs

3.192.2 Please explain why First Nations Costs decrease from $74.0 million in
the F2009 Plan to $60.4 million in the F2009 Update.

RESPONSE:

Please refer to the response to BCUC IR 3.192.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.192.2.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,

Other Regulatory Accounts, p. 7, line 65;

Exhibit B-1, Appendix A, Revenue Requirement Schedules, Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64

First Nations Costs

3.192.2.1 Please provide breakdowns of the F2009 Plan and F2009 Update
costs by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.192.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.192.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64
First Nations Costs

3.192.3 Please explain why First Nations Costs increase from $67.8 million in
the F2010 Plan to $129.4 million in the F2010 Update.

RESPONSE:

Please refer to the response to BCUC IR 3.192.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.192.3.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

192.0 TOPIC: 60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 64
First Nations Costs

3.192.3.1 Please provide breakdowns of the F2010 Plan and F2010 Update
costs by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.192.1.



193.0 TOPIC:60.
Reference:

British Columbia Utilities Commission Page 1
Information Request No. 3.193.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,

Other Regulatory Accounts, p. 7, line 65

First Nations Provisions

Revenue Requirement Schedules
Exhibit B-10, Appendix 1, Revenue Requirement Schedules,

3.193.1 Please explain why First Nations Provisions increased from $94.4
million in Forecast F2008 to $319.4 million in Actual F2008.

RESPONSE:

A breakdown for F2008, F2009 and F2010 is provided in the table below.

$ million
Activity Resource F2008 F2009 F2010
Forecast | Actual | Difference | Plan | Update | Difference | Plan | Update | Difference
Beginning of Year 89.9 89.9 0.0 94.4 319.4 225.0 64.9 322.2 257.3
Additions Settlement Provision 0.0 | 225.0 225.0 0.0 0.0 0.0 0.0 0.0 0.0
Accretion 6.3 6.3 0.0 5.0 20.5 15.5 4.9 19.0 14.1
6.3 231.3 225.0 5.0 20.5 15.5 4.9 19.0 14.1

Transfer to First
Nations Negotiation |Cash Payments to
Costs First Nations (1.8) (1.8) 0.0 (345 @7.7) 16.8| (3.6)] (73.8) (70.2)
End of Year 94.4 319.4 225.0 64.9 322.2 257.3 66.2 267.4 201.2

In accordance with Canadian GAAP, when negotiations advance to a point where
a settlement is likely and can be reasonably estimated, a provision for a
contingent liability is required. At the end of F2008, BC Hydro determined past
grievance negotiations had reached a point where establishment of a financial
provision was required. This provision and associated accretion account for the

majority of increases in overall BC Hydro First Nations provisions. Also impacting

the net provision balance is a change in the projected settlement cash flows
associated with a previously established settlement provision.



British Columbia Utilities Commission Page 1
Information Request No. 3.193.1.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

193.0 TOPIC:60 Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65
First Nations Provisions

3.193.1.1 Please provide breakdowns of the F2008 Forecast and Actual
F2008 costs increase by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.193.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.193.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

193.0 TOPIC:60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65
First Nations Provisions

3.193.2 Please explain why First Nations Provisions increased from $64.9
million in the F2009 Plan to $322.2 million in the F2009 Update.

RESPONSE:

Please refer to the response to BCUC IR 3.193.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.193.2.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

193.0 TOPIC:60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65
First Nations Provisions

3.193.2.1 Please provide breakdowns of the F2009 Plan and F2009 Update
costs by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.193.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.193.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

193.0 TOPIC:60 Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65
First Nations Provisions

3.193.3 Please explain why First Nations Provisions increased from $66.2
million in the F2010 Plan to $267.4 million in the F2010 Update.

RESPONSE:

Please refer to the response to BCUC IR 3.193.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.193.3.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

193.0 TOPIC:60 Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 66;
Exhibit B-1, Appendix A, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, line 65
First Nations Provisions

3.193.3.1 Please provide breakdowns of the F2010 Plan and F2010 Update
costs by resource and activity.

RESPONSE:

Please refer to the response to BCUC IR 3.193.1.



British Columbia Utilities Commission Page 1
Information Request No. 3.194.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

194.0 TOPIC:60. Revenue Requirement Schedules

Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 2.2,
Other Regulatory Accounts, p. 7, lines 64 and 65
First Nations Costs and Settlement Provisions;
Exhibit B-10, Appendix 3, Deferral Account Report — March
31, 2008, Schedule D
Consolidated Statement of Operations, page 5 of 15, line 33

3.194.1 Please reconcile the F2008 Actual First Nations Costs and Settlement
Provisions in Appendix 1, Schedule 2.2, page 7 to the $234.5 million for
First Nation Negotiations, Litigation and Settlement Costs in Appendix
3, Schedule D, page 5 of 15, line 33.

RESPONSE:

The amounts in Appendix 3, Schedule D, page 5, line 33 relate to amounts
transferred into the regulatory account during F2008 (i.e., income statement
transfers) whereas the amounts shown on Appendix 1, Schedule 2.2, page 7 relate
to the ending balances of the regulatory accounts (i.e., balance sheet amounts).

A reconciliation between Appendix 3, Schedule D, line 33 and the equivalent
amounts on Appendix 1, Schedule 2.2, page 5 is shown below.

Appendix 1, Schedule 2.2: $ million
First Nations Costs - Additions 5.7
First Nations Costs - Transfer from Provision 1.8
First Nations Costs - Recovery (2.9)
First Nations Settlement Provisions - Additions 231.3
First Nations Settlement Provisions - Transfer to (1.8)
Negotiation Costs

234.1

First Nation Negotiations, Litigation and Settlement

Costs — Appendix 3, Schedule D (revised), line 33 234.1

The Schedule D (revised) is attached for reference.



British Columbia Hydro and Power Authority
Consolidated Statement of Operations
For Twelve Months Ended March 31, 2008
($ in millions)

Line
No. Particulars
(€]
1 REVENUES
2 Domestic
3 Residential
4 Light industrial and commercial
5 Large industrial
6 Other energy sales
7 Miscellaneous
8
9 Intersegment revenues
10
11 EXPENSES
12 Domestic energy costs
13 Operating costs
14 Depreciation and amortization
15 Taxes
16 Finance charges
17
18 DOMESTIC INCOME (LOSS) BEFORE TRANSFER
19 (TO)/IFROM DEFERRAL ACCTS
20
21 TRADE INCOME
22 POWERTECH NET INCOME
23
24 TOTAL INCOME BEFORE TRANSFER (TO)/FROM
25 DEFERRAL ACCOUNTS
26
27 Heritage Deferral Account transfers
28 Non- Heritage Deferral Account transfers
29 Trade Income Deferral Account transfers
30 BCTC Deferral Account transfers
31 Regulatory provision for future removal and site
32 restoration costs
33 First Nation Negotiations, Litigation and Settlement Costs
34 Regulatory Strategic Procurement Deferral
35 Demand Side Management Deferral
36 Other Regulatory Accounts®
37 TOTAL NET INCOME
38
39
40
41 Deferral and Capital Projects Investigation Costs.
42
43
44
45
46 Table may not add due to rounding.

BCUC IR 3.194.1 Attachment 1

Schedule D (REVISED)

NSA
Actual Plan Variance Reference
2 3 4 (5)
$ 1,1709 $ 1,131.7 $ 39.2
1,054.3 1,071.0 (16.7)
536.3 613.8 (77.5)
95.0 94.3 0.8
315 43.4 (11.8)
2,888.0 2,954.1 (66.1)
194.3 145.9 48.4 Schedule E - Line 11
3,082.3 3,100.0 (17.7)
1,096.2 1,207.5 111.3 Schedule C - Line 21
886.1 621.4 (265.7)
363.4 370.5 7.2
158.6 153.5 (5.0)
434.2 439.2 4.9
2,938.5 2,792.1 (147.4)
143.8 307.9 (164.1)
82.7 137.0 (54.3)
0.6 1.3 (1.0)
227.1 446.2 (219.4)
(98.2) (44.4) (53.8)
(156.9) (71.4) (85.5)
99.7 39.4 60.3
8.1 (1.4) 9.5
17.9 17.2 0.7
234.1 3.9 230.2 Revised - Actual
7.5 - 7.5
27.3 19.7 7.6
25 (32.8) 35.3 Revised - Actual
3690 s 376.4 $ (7.6) Revised - Actual

1) Included in Other Regulatory Accounts are the following regulatory assets and liabilities: Depreciation Study Adjustments,
Large Hydro Investigation Costs (Site C), Pre-1996 CIA Amortization, Foreign Exchange Deferral, System Hardening

The underlined changes relate to a reclassification correction of $0.4 million between the First Nation Negotiations, Litigation
and Settlement Costs and Site C regulatory accounts. The remainder of the change is due to rounding corrections.

Page 1 of 1



195.0 TOPIC:
Reference:

Application

British Columbia Utilities Commission Page 1
Information Request No. 3.195.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11

Schedule 3.4,

60. Revenue Requirement Schedules
Exhibit B-10, Appendix 1, Revenue Requirement Schedules,

Total Costs — Transmission Owner, p. 13, line 24;

Commission Order No. G-105-08, BCTC Settlement

Agreement, Clause 26,

Table 2 — Forecasts of Costs and Revenues Subject to

Deferral, F2009 and F2010

3.195.1 Please provide a breakdown of F2009 and F2010 Plan BCTC Net NITS
and PTP Charges and External PTP Revenues in Table 2 — Forecasts
of Costs and Revenues Subject to Deferral, between Short-Term Firm

RESPONSE:

Point-to-Point and Short-Term Non-Firm Point-to-Point revenue.

The following is a breakdown of F2009 and F2010 Update BCTC Net NITS and PTP

Charges and External PTP Revenues:

$ million F2009 Update | F2010 Update
Net NITS and PTP Charges:

Net NITS 68.0 62.3
Long Term PTP 7.3 6.7
Short Term Firm PTP 04 0.3
Short Term Non-Firm PTP 1.6 1.4
Scheduling and Dispatch 3.3 3.4
Less: Charges Included in (45.7) (46.4)
HDA and TIDA

Net NITS and PTP Charges 34.9 27.7

$ million

F2009 Update

F2010 Update

External PTP Revenues:

Long Term PTP (7.2) (7.2)
Short Term Firm PTP (0.4) (0.4)
Short Term Non-Firm PTP (0.8) (0.8)
External PTP Revenues (8.4) (8.3)




British Columbia Utilities Commission Page 1
Information Request No. 3.195.1.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
195.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 3.4,

Total Costs — Transmission Owner, p. 13, line 24;
Commission Order No. G-105-08, BCTC Settlement
Agreement, Clause 26,

Table 2 — Forecasts of Costs and Revenues Subject to
Deferral, F2009 and F2010

3.195.1.1Please confirm that F2009 and F2010 Plan BCTC Net NITS and PTP
Charges and External PTP Revenues in Table 2 — Forecasts of Costs
and Revenues Subject to Deferral reflect the proposed changes to
Short-Term PTP pricing in the Clause, 26 of the BCTC Settlement
Agreement. If not, why not.

RESPONSE:

Not confirmed. Net NITS and PTP Charges and External PTP Revenues in Table 2
are based on current PTP pricing. Under Clause 26 of the BCTC Settlement
Agreement, BCTC is expected to file a rate design application for Short-Term PTP
pricing by December 31, 2008.



British Columbia Utilities Commission

Page 1

Application

Information Request No. 3.196.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11

196.0 TOPIC:60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,

Schedule 3.4,

Total Costs — Transmission Owner, p. 13, line 21;
Exhibit B-5-1, BCUC IR 1.111

3.196.1 For the BCTC Charges for NITS/PTP, Schedule 3.4, page 13, line 21,
F2009 and F2010 Update, please provide a breakdown of each year in
the same format as BCUC IR 111.1, lines 1-4.

RESPONSE:

The following breakdown of BCTC Charges for NITS/PTP for F2009 and F2010 is

provided:

(% million) F2009 F2010
Update Update
NITS 482.6 516.6
PTP from BC Hydro 65.9 68.9
Scheduling & Dispatch from BC Hydro 3.3 3.4
Appendix 1, Sch. 3.4 Line 21 551.8 588.9




British Columbia Utilities Commission Page 1
Information Request No. 3.197.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

197.0 TOPIC:60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1 Revenue Requirements Schedules,
pp.1to 41
Actual F2008 Results
Schedule 5.0, Operating Costs, p. 18

The F2008 RRA for Corporate was $139.4 million, the F2008 Forecast was
$124.8 million and the F2008 Actual in the Evidentiary Update is $98.3
million (Schedule 5.0, p. 18, line 3, col. 5).

3.197.1 Please explain the reason for the favourable variance of $26.5 million
($124.8 million — $98.3 million).

RESPONSE:

Actual F2008 Corporate operating costs were lower than the F2008 forecast
primarily due to the return on pension assets being higher than planned.

In addition, the F2008 actual costs were lower than forecast due to the impact of
the Post Retirement Benefits and Pension Plan actuarial valuations as at

December 31, 2006. These valuations were completed in the last half of F2008.

Please also refer to the response to BCOAPO IR 1.17(c).



British Columbia Utilities Commission Page 1
Information Request No. 3.198.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

198.0 TOPIC:60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 6.0,
Taxes, p. 21, lines 10 - 11
Transmission

3.198.1 Please explain the increase in Transmission Grants in Lieu from $26.7
million in F2008 RRA to $30.6 million in F2009 Update.

RESPONSE:

Transmission Grants in Lieu increased from $26.7 million in F2008 RRA to

$30.6 million in F2009 Update due to a year-over-year increase in property
assessment values for owned land and buildings. BC Hydro pays Grants in Lieu to
municipalities and to the province based on property assessment values, which
are adjusted annually by the B.C. Assessment Authority. Grants in Lieu for

F2008 RRA were based on property assessments from January 2006 while the
F2009 Update is based on the most current property assessments from

January 2008.



British Columbia Utilities Commission Page 1
Information Request No. 3.198.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

198.0 TOPIC:60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 6.0,
Taxes, p. 21, lines 10 - 11
Transmission

3.198.2 Please explain the increase in Transmission School Taxes from $62.9
million in F2008 RRA to $69.4 million in F2009 Update.

RESPONSE:

Transmission School Taxes increased from $62.9 million in F2008 RRA to

$69.4 million in F2009 Update due to a year-over-year increase in property
assessment values for transmission circuits, substations, owned land and
buildings. BC Hydro pays provincial School Taxes based on property assessment
values, which are adjusted annually by the B.C. Assessment Authority. School
Taxes for F2008 RRA were based on property assessments from January 2006
while the F2009 Update is based on the most current property assessments from
January 2008.



British Columbia Utilities Commission Page 1
Information Request No. 3.199.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
199.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1, Revenue Requirement Schedules,
Schedule 7.0,

Dismantling Costs;
Commission Order No. G-105-08, BCTC Settlement
Agreement, Clause 12

The BCTC Settlement Agreements states:

“12. System Control Centre - BCTC set up a provision for the
decommissioning and dismantling costs for the System Control Centre
(SCC) building on leased land from Simon Fraser University. BCTC and BC
Hydro are currently negotiating the sale of the control centre building
located on leased land to Simon Fraser University at a nominal value. The
terms and conditions are not finalized at the time of this Application
[Exhibit B-1, Section 7.4.3, page 75, lines 4 — 131]. If BCTC and BC Hydro
are able to negotiate an agreement with Simon Fraser University that
avoids the costs of dismantling the System Control Centre, then any
unused amount of BCTC's share of the Asset Retirement Obligation
($222,000) relating to the System Control Centre at Simon Fraser University
will be credited to the F2009 Revenue Deferral Account.”

BC Hydro on page 5 of the Evidentiary Update states: “As summarized in
Table 2, the British Columbia Transmission Corporation (BCTC) costs
included in the Evidentiary Update have been revised to reflect the
negotiated settlement of BCTC’s F2009 and F2010 Transmission Revenue
Requirement Application as approved by BCUC Order No. G-105-08."

3.199.1 Has BC Hydro included in its Evidentiary Update revised provisions for
dismantling costs for the control centre? If so, what is the amount,
accounting treatment, and how is it reflected in the regulatory
schedules?

RESPONSE:

No. The Evidentiary Update does not include revised provisions for dismantling
costs for the control centre. The terms and conditions of the sale of the control
centre building have yet to be finalized. In any event, any dismantling costs that
may be incurred by BC Hydro relating to the control centre will flow through the
Future Removal and Site Restoration regulatory account and will not have an
impact on the revenue requirements in the test years.



British Columbia Utilities Commission Page 1
Information Request No. 3.200.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

200.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Appendix 1, Revenue Requirements Model,

Schedule 8, p. 24

Finance Charges

3.200.1 Please explain the change in Working Cap & Other from the Forecast
2008 of -$131.2 million (line 11) in the Application to the Actual 2008 of
-$178.7 million (line 12) in the Evidentiary Update.

RESPONSE:

The change in working capital is largely due to:
o lower than forecast revenues received from domestic sales in the later part
of the year due mainly to the slowdown in the forestry sector; and

e anincrease in market energy purchase payments mainly as a result of
higher than forecast market prices.



British Columbia Utilities Commission Page 1
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

200.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Appendix 1, Revenue Requirements Model,

Schedule 8, p. 24

Finance Charges

3.200.2 Please explain the changes in Working Cap & Other for F2009 and
F2010 between the Plan in the Application and the Evidentiary Update.

RESPONSE:

The changes are largely a result of:

o the forecast increased market energy purchase payments due largely to
increases in market prices; and

e theforecast decrease in revenues received from domestic sales due to a
decrease in domestic load as explained in section 3.1 of the Evidentiary
Update. An increase in forecast Trade Income in F2009 partly offsets this
decrease.
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BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application

200.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Appendix 1, Revenue Requirements Model,

Schedule 8, p. 24

Finance Charges

3.200.3.1 Please explain the rationale and methodology in calculating the
amount of Bonds Planned Issues and its tradeoff on Short-Term
Debt.
RESPONSE:

Short-term debt, as referenced in Schedule 8, represents usage of the Province’s
commercial paper or revolving borrowing program. By agreement with the
Province, BC Hydro is limited to $1.4 billion in commercial paper loans. The intent
of the revolving borrowing program is to smooth differences in cash inflows and
outflows, and to provide liquidity in the event of unexpected or higher cash
requirements.

BC Hydro plans long-term bond issuances to coincide with large cash outflows
that will not likely be recovered within a reasonable amount of time through cash
inflows and in consideration of other factors and constraints such as the limit on
the commercial paper program. Debt issues are also planned to help maintain a
sufficient cushion in the commercial paper program during the fiscal year.
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Application

200.0 TOPIC:50. Finance Charges
Reference: Exhibit B-10, Appendix 1, Revenue Requirements Model,

Schedule 8, p. 24

Finance Charges

3.200.3.2 The end of year Short-Term Debt (line 37) is about $1.2526 billion
in F2009 and $1.2652 billion in F2010 in the Evidentiary Update.

Can more Short-Term Debt be estimated in the Plan to take
advantage of the lower Short-Term debt rate?

RESPONSE:

No. Please refer to the response to BCUC IR 3.200.3.1.
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201.0 TOPIC:60.
Reference:

Actual F2008 Results.
Schedule 12.0, Capital Expenditures and Additions, p. 32

3.201.1

Revenue Requirement Schedules
Exhibit B-10, Appendix 1 Revenue Requirements Schedules,
pp.1to 41

In a table format please provide asset continuity schedule for the year

F2008 Actual in the Evidentiary Update in the same format as BCUC IR

1.109.1.

RESPONSE:

Please refer to the table below.

Opening Capital Retirements Closing

F2008 Actual ($ million) Balance Additions & Transfers Balance
Hydroelectric Generation 5,552.0 181.4 (6.4) 5,727.0
Diesel Generation 49.4 0.3 (1.2) 48.6
Thermal Generation 407.9 4.1 (0.5) 411.5
Substation Distribution Assets 582.1 43.1 (0.4) 624.8
Distribution 4,143.1 368.4 (9.3) 4,502.3
Information Technology 453.2 15.7 (24.6) 444.4
Vehicles 107.7 19.0 (0.1) 126.6
Property and Other Capital 565.8 21.3 (40.4) 546.7
Demand Side Management 495.2 63.3 (0.0) 558.4
Total excluding Transmission 12,356.4 716.5 (82.6) 12,990.1
Transmission 4,789.8 148.8 (11.7) 4,927.0
Total Gross Assets 17,146.2 865.3 (94.3) 17,917.2




Application
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BC Hydro's 2009 and 2010 Revenue Requirements B-11

201.0 TOPIC:60.
Reference:

pp.1to 41
Actual F2008 Results.
Schedule 12.0, Capital Expenditures and Additions, p. 32

3.201.2

Revenue Requirement Schedules
Exhibit B-10, Appendix 1 Revenue Requirements Schedules,

In a table format please provide amortization continuity schedule for the

year F2008 Actual in the Evidentiary Update in the same format as
BCUC IR 1.110.1.

RESPONSE:

Please refer to the table below.

Opening Capital Asset| Retirements Closing

F2008 Actual ($ million) Balance | Amortization | Write Offs | and transfers| balance
Hydroelectric Generation 1,884.5 94.3 35 (5.3) 1,977.0
Diesel Generation 25.3 1.2 - (0.8) 25.7
Thermal Generation 246.9 12.3 - (0.4) 258.8
Substation Distribution Assets 286.5 10.8 - (1.5) 295.8
Distribution 1,419.2 100.3 4.2 (8.3) 15154
Information Technology 293.0 40.1 - (18.8) 314.3
Vehicles 56.3 5.0 - 1.4 62.8
Property and Other Capital 284.3 15.9 (10.3) (29.9) 260.0
Demand Side Management 213.1 26.1 239.2
Total excluding Transmission 4,709.0 306.0 (2.5) (63.6) 4,949.0
Transmission 2,296.0 94.7 4.6 (16.6) 2,378.6
Total Accumulated Amortization 7,005.0 400.7 2.0 (80.2) 7,327.6
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202.0 TOPIC:60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1 Revenue Requirements Schedules,
pp. 1to 41
Actual F2008 Results
Schedule 13.0, Capital Expenditures and Additions, p. 38

3.202.1 Using the line items shown in Schedule 13.0 please list the Capital
Expenditures and Total Capital Additions for F2008 Actual from the
Evidentiary Update, F2008 Forecast from the Application, and the

difference.
F2008
Line ltem Actual Forecast Difference
1 2 3 4=2-3
1
2
3
4
5

RESPONSE:

Please refer to the table below.



($ million)
Line
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B
o

12
13
14
15

16
17
18

19
20
21
22
23
24

25
26
27
28
29
30
31
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Application
F2008
Item Actual Forecast Difference
1 2 3 4=2-3
Capital Expenditures
Generation (Hydro) 275.8 280.7 (4.9
Generation (Diesel) 3.0 7.0 (4.0
Generation (Thermal) 11.6 8.6 3.0
Transmission 124.4 160.6 (36.2)
Substations 155.2 189.1 (33.9)
Distribution 354.2 350.5 3.7
Information Technology 43.0 37.9 5.1
Vehicles 21.2 20.8 0.4
Properties & Other 74.3 46.8 27.5
Demand Side Management 63.3 72.1 (8.8)
Total 1,126.0 1,174.1 (48.1)
Total Capital Additions
Generation (Hydro) 181.4 220.1 (38.7)
Generation (Diesel) 0.3 35 (3.2)
Generation (Thermal) 4.1 12.9 (8.8)
Transmission 34.6 48.4 (13.8)
Substations
Transmission 111.2 99.5 11.7
SDA Substations 43.1 43.9 (0.8)
Distribution 368.4 367.9 0.5
Information Technology
Corporate 4.0 22.0 (18.0)
EARG 4.0 5.8 (1.8)
CC&C 6.8 6.9 (0.1)
Transmission - - -
Field Operations 0.9 2.7 (1.8)
Vehicles 19.0 24.4 (5.5)
Properties & Other
Corporate 15.0 33.0 (18.0)
EARG 0.3 21 (1.8)
CC&C - 1.4 (1.4)
Transmission 3.0 12.9 (9.9
Field Operations 6.0 7.9 1.9
Demand Side Management 63.3 72.1 (8.8)
Total 865.3 987.4 (122.2)
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202.0 TOPIC: 60. Revenue Requirement Schedules
Reference: Exhibit B-10, Appendix 1 Revenue Requirements Schedules,
pp. 1to 41

Actual F2008 Results
Schedule 13.0, Capital Expenditures and Additions, p. 38

3.202.2 From the list above please explain variances for items greater
than $10 million.

RESPONSE:

Please see the table below.
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Variance
F2008
Actual to
F2008
Forecast
Line Item ($ million) Explanation

Capital Expenditures

1 Transmission (36.2) The variances in capital expenditures were primarily due to

2 Substations (33.9) delays in finalizing customer agreements related to
generator interconnections, timing of cash flows on larger
growth projects (i.e., projects are generally on schedule, but
cash flow timing is slower than forecast), and resource
constraints related to Sustain programs.

3 Properties & Other 27.5 Capital Expenditures were higher mainly due to the
unplanned purchase of property at Rock Bay in Victoria,
and higher expenditures relating to additional purchases of
optimum sites based on opportunity, need and geographic
location. Finally, additional expenditures were required for
deficiencies with existing buildings and sites.

Total Capital Additions
12 Generation (Hydro) (38.7) The actual in-service amount for Generation Hydro capital
additions is less than the forecast amount due to delays of
numerous small projects with in-service amounts less than
$2M. This is partially offset by two stators instead of one
coming into service in F2008 relating to the Peace Canyon
G1-G4 Stator Replacement project.

13 Transmission (13.8) Actual Transmission Capital Additions are $13.8 million
Substations lower than forecast partially off-set by higher Substation
14 Transmission 11.7 Capital Additions of $11.7 million. This is primarily due to the

actual asset classification between transmission and
substations being different than forecast

(i.e., no net impact), timing of assets placed in-service,
and project cost variances.

Information Technology
15 Corporate (18.0) The actual in-service amount for IT capital additions is less
than the forecast amount because of delays relating to an
IT infrastructure project, and timing of a property
management system that will be placed in-service in F2009.
Properties & Other
16 Corporate (18.0) The actual in-service amount for Properties & Other is less
than the forecast amount mainly due to delays in in-service
dates.



British Columbia Utilities Commission Page 1
Information Request No. 3.203.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11
Application
203.0 TOPIC: 45. Existing Regulatory Accounts
Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.9,

Regulatory Account Transfers, Table 13 - Regulatory Account
Transfers, p. 21;Exhibit B-10, Appendix 1, Revenue
Requirements Schedules, Schedule 2.2

Other Regulatory Accounts, Demand Side Management, p. 5

3.203.1 Please reconcile the F2009 and F2010 DSM Net Transfers in Table 13
— Regulatory Account Transfers to Appendix 1, Revenue Requirements

Schedules, Schedule 2.2, Other Regulatory Accounts, Demand Side
Management, page 5.

RESPONSE:

The requested reconciliation is provided below.

F2009 F2009 F2010 F2010

Plan Update | Increase Plan Update | Increase
($ million)

1 2 3=2-1 4 5 6=5-4

DSM Net Transfers
Additions (s 2.2, line 2) (105.0) (112.1) (7.)| (122.0) (138.2) (16.2)
Amortization on Existing (s 2.2, line 3) 35.5 36.0 0.5 35.0 34.4 (0.6)
Amortization on Additions (s 2.2, line 4) 7.2 5.6 (1.6) 17.7 18.1 0.4
Total (Table 13) (62.3) (70.5) (8.2) (69.3) (85.7) (16.4)
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Application
203.0 TOPIC: 45. Existing Regulatory Accounts
Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.9,

Regulatory Account Transfers, Table 13 - Regulatory Account
Transfers, p. 21;Exhibit B-10, Appendix 1, Revenue
Requirements Schedules, Schedule 2.2

Other Regulatory Accounts, Demand Side Management, p. 5

3.203.2 Please reconcile the F2009 and F2010 First Nations Net Transfers in
Table 13 — Regulatory Account Transfers to Appendix 1, Revenue

Requirements Schedules, Schedule 2.2, Other Regulatory Accounts
First Nations Costs and First Nations Settlement Provision, page 5.

RESPONSE:

The requested reconciliation is provided below.

F2009 F2009 F2010 F2010
Plan Update | Increase Plan Update | Increase
($ million)
1 2 3=2-1 4 5 6=5-4

First Nations Net Transfers

Costs - Additions (s 2.2, line 7) (6.9) (7.7) (0.8) (1.2) (1.9) (0.8)
Costs - Recovery (s 2.2, line 9) 6.8 5.9 (0.9) 10.9 6.7 (4.2)
Provisions - Additions (s 2.2, line 12) (5.0) (20.5) (15.5) (4.9) (19.0) (14.1)
Total (Table 13) (5.1) (22.3) (17.2) 4.9 (14.2) (19.1)
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203.0 TOPIC:45. Existing Regulatory Accounts
Reference: Exhibit B-10, Chapter 5, Changes to Revenue Requirements,
Section 5.9,
Regulatory Account Transfers, Table 13 - Regulatory Account
Transfers, p. 21;Exhibit B-10, Appendix 1, Revenue
Requirements Schedules, Schedule 2.2
Other Regulatory Accounts, Demand Side Management, p. 5

3.203.3 Please update the response to BCUC IR 1.79.1 regarding the DSM

costs and DSM regulatory balances based on the updated figures in the
Evidentiary Update.

RESPONSE:
$ million F2005 | F2006 | F2007 | F2008 | F2009 | F2010
Actual | Actual | Actual | Actual | Update | Update
Operating costs 3.1 3.2 4.5 3.9 3.2 3.2
Deferred Operating Costs 71.1 90.0 46.4 63.3 112.1 138.2
Regulatory Account - Ending Balance | 206.9 | 269.3 | 282.1| 309.3 379.8 465.5
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204.0 TOPIC:44. Deferral Account Rider
Reference: Exhibit B-10, Appendix 3 Deferral Account Report March 31,
2008, pp.1to 15
Actual F2008 Results
Appendix 3 Schedule A, p. 2 of 15 Summary of Deferral
Accounts

3.204.1 The Actual F2008 balance on page 2 of 15 of Appendix 3, Schedule A,
Line 5, Column 6, in the Evidentiary Update is $48.4 million and the
forecast for F2008 in BCUC IR 1.78.4 was $103.7 million, a decrease of
$55.3 million. Please explain the reason for the variance.

RESPONSE:

The balance of $48.4 million shown on Schedule A of Appendix 3 excludes the
$43.2 million proposed transfer of the Storm Restoration Cost deferral account
into the Non-Heritage Deferral Account pending approval from the BCUC.
Including this transfer to the Non-Heritage Deferral Account as is shown in the
response to BCUC IR 1.78.4, the variance would be $12.1 million. This remaining
variance is largely due to the $62.3 million reduction in Trade Income, as
discussed in the response to JIESC IR 3.35.11, partly offset by lower additions to
the Non-Heritage Deferral Account due to an increase in net sales to Powerex
(line 60, Schedule 4 of Appendix 1 of the Evidentiary Update) as discussed in the
response to BCOAPO IR 3.72 (c).
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro's 2009 and 2010 Revenue Requirements B-11

Application

44. Deferral Account Rider

Exhibit B-10, Appendix 3 Deferral Account Report March 31,

2008, pp.1to 15
Actual F2008 Results

Appendix 3 Schedule A, p. 2 of 15 Summary of Deferral

Accounts

3.204.2 Using the same format as BCUC IR 1.78.4, please extend the deferral
account schedule for the update to Plan F2009 and F2010. Use the
Actual balance at March 31, 2008 in the Evidentiary Update on page 2
of 15 in Appendix 3, Schedule A as the beginning of the year balance
for F2009.

RESPONSE:

The requested schedule is shown below.

Deferral Accounts
($ million)

Transfer of
Storm

Beginning Additions/ Restoration Recovery End

of Year (Reductions) Account Interest (Amortization) of Year

F2009 Update !
Heritage Deferral Account 77.9 14.0 5.1 (12.6) 84.5
Non-Heritage Deferral Account 51.6 98.6 43.2 8.9 (15.3) 187.0
Trade Income Deferral Account (102.6) (24.3) (6.9) 16.6  (117.3)
BCTC Deferral Account 215 (6.6) 1.1 (3.5) 12.5
48.4 81.7 43.2 8.2 (14.8) 166.7

F2010 Update

Heritage Deferral Account 84.5 5.0 5.2 (16.3) 78.4
Non-Heritage Deferral Account 187.0 112.6 14.8 (36.1) 278.3
Trade Income Deferral Account (117.3) 1.3 (6.9) 22.6 (100.3)
BCTC Deferral Account 12.5 (8.8) 0.5 (2.4) 1.8
166.7 110.1 - 13.6 (32.2) 258.2

Note 1 - The F2009 beginning balance is from the Evidentiary Update, Appendix 3,
Schedule A, page 2 of 15.
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Requestor Name:  Commercial Energy Consumers Association of British Columbia

To:

IR Round:
Date:
Project No:

(GGCECS’)

British Columbia Hydro & Power Authority (“BC Hydro”)
3

July 9, 2008

3698500

Application Name: 2009/2010 Revenue Requirements Application

1.0 Topic: Topic 7: Evidentiary Update - Introduction
Reference: Exhibit B-10, Chapter 1, Page 4, Lines 5 - 10, Proposed Deferral
Treatment of Evidentiary Update

1.1

Please explain the basis for BC Hydro selecting forecasts for the deferral
accounts, which are not supported by the evidence in the evidentiary update.

2.0  Topic: Topic 7: Evidentiary Update — Introduction
Reference: Exhibit B-10, Chapter 1, Page 4, Lines 11 - 15, Impact of Deferral of
Evidentiary Update Effects

2.1

The CEC would like to understand the future year impacts of the deferral
proposal. Please provide a schedule showing, over time by year, the amounts
deferred that are related to this evidentiary update proposal, the finance costs
charged to the deferral accounts strictly for the evidentiary update proposed
deferrals, the anticipate drawdown of the proposed deferrals based on BC Hydro’s
rate rider treatment and the net resulting charges to future years for the deferrals,
until the proposed deferral would be fully charged to customers. For this purpose
assume that the actual for the proposed deferrals are equivalent to the evidentiary
update amounts for those accounts.

3.0 Topic: Topic 7: Evidentiary Update — Introduction
Reference: Exhibit B-10, Chapter 1, Page 5, Table 3, Impact of Evidentiary Update
Net of Proposed Deferrals

3.1

CPW19732

The CEC would like to understand the residual evidentiary update amounts
proposed to impact rates. Table 3 shows the net flowed through to rates but the
aggregate evidentiary update amounts for each account. Please provide the Table
3, Increase columns, split between amounts deferred and the amounts being
tlowed through to rates.
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4.0  Topic: Topic 7: Evidentiary Update — Demand Side Management
Reference: Exhibit B-10, Chapter 2, Page 7, Table 4, Demand Side Management
Energy Savings

4.1

4.2

4.3

4.4

Do the DSM Energy Savings include the anticipated reductions related to the RIB
rates and if so how much is included?

- Do the DSM Energy Savings include any anticipation regarding a Large

Commercial Class rate design change?

When is the Large Commercial Class rate design expected to be filed and when
might it likely be implemented based on BC Hydro’s current planning?

What would be the effect on Revenue Requirements of an additional 100
GWh/year savings for each of the rate classes?

5.0  Topic: Topic 7: Evidentiary Update — Load Forecast
Reference: Exhibit B-1(, Chapter 3, Page 8, Lines 3 - 17

5.1

5.2

53

34

5.5

What would be the impact on revenue requirements of an additional reduction of
100 GWh/year in industrial sales?

What was the last date for which announcements of shutdowns in the forest sector
have been included?

Given the ongoing announcements in the forest sector is it possible that there may
be more reductions in load than is forecast in the evidentiary update?

Please provide the prices assumed in the application versus the prices assumed in
the evidentiary update and the price elasticity factor used to determine the change
in load as a consequence of the difference in the prices.

What would be the change in load and revenue requirements for a price elasticity
assumption of -.01 greater (or such other variation as would provide a reasonable
basis for understanding changes in the price elasticity assumption) than that
assumed in the evidentiary update?

6.0  Topic: Topic 7: Evidentiary Update - Changes to Revenue Requirements
Reference: Exhibit B-10, Chapter 5, Page 13, Table 9, Cost of Energy

6.1

CPW19732

The CEC would like to understand the changes to the cost of energy caused by
changes to the load (volume) and changes to the average price assumptions
(price). Please provide Table 9, with the increase columns split between volume
variances and price variances.
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7.0  Topic: Topic 7: Evidentiary Update — Changes to Revenue Requirements
Reference: Exhibit B-10, Chapter 5, Page 20, Inter-Segment Revenues

7.1 The CEC would like to understand the reasons for the reductions in inter-segment
revenues. Please provide the basis for the forecast of inter-segment revenues in
the application versus the forecast in the evidentiary update.

7.2 Please identify what has changed from F2008 such that sales to Powerex are
forecast to decrease so significantly

8.0  Topic: Topic 7: Evidentiary Update — Changes to Revenue Requirements
Reference: Exhibit B-10, Chapter 5, Page 22, Subsidiary Net Income

8.1 The CEC would like to understand the basis for forecasting Subsidiary Net
Income. Please provide the basis for the forecast of subsidiary net income in the

application versus the basis for the forecast in the evidentiary update.

8.2  Isthere a quantitative evidence based relationship between gas prices, electricity
prices and the Subsidiary Net Income or is this forecast more of a judgment?

CPW19732
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BC Hydro 2009 and 2010 Revenue Requirements B-11
Application

1.0 Topic: Topic 7: Evidentiary Update - Introduction
Reference: Exhibit B-10, Chapter 1, Page 4, Lines 5 - 10, Proposed Deferral
Treatment of Evidentiary Update

3.1.1 Please explain the basis for BC Hydro selecting forecasts for the
deferral accounts, which are not supported by the evidence in the
evidentiary update.

RESPONSE:

BC Hydro’s forecasts of the costs and revenues subject to deferral are based on
the evidence in the Evidentiary Update. The F2009 and F2010 Update columns in
Table 3 include the updated costs and revenues subject to deferral as set out in
Table 2.

To avoid rate increases higher than in the Application, BC Hydro is proposing to
defer the forecast increases in those costs and revenues subject to deferral. The
net deferral account additions of $81.7 million in F2009 and $110.1 million in F2010
shown in Table 2 are included in the row “Regulatory Account Transfers” in

Table 3.
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BC Hydro 2009 and 2010 Revenue Requirements B-11
Application

2.0 Topic: Topic 7: Evidentiary Update — Introduction
Reference: Exhibit B-10, Chapter 1, Page 4, Lines 11 - 15, Impact of
Deferral of Evidentiary Update Effects

3.21 The CEC would like to understand the future year impacts of the
deferral proposal. Please provide a schedule showing, over time by
year, the amounts deferred that are related to this evidentiary update
proposal, the finance costs charged to the deferral accounts strictly for
the evidentiary update proposed deferrals, the anticipate drawdown of
the proposed deferrals based on BC Hydro’s rate rider treatment and
the net resulting charges to future years for the deferrals, until the
proposed deferral would be fully charged to customers. For this
purpose assume that the actual for the proposed deferrals are
equivalent to the evidentiary update amounts for those accounts.

RESPONSE:

The following table provides the requested continuity schedule for the forecast
additions to the Deferral Accounts of $81.7 million in F2009 and $110.1 million in
F2010. For the years beyond the test period, the interest rate is based on the
forecast F2010 weighted average cost of debt (line 78 of Schedule 8.0) and the
balance at the end of F2010 ($178.2 million) is assumed to be recovered in four
equal annual amounts of $44.5 million over the period F2011 to F2014.

Actual recoveries would depend on the level of the Deferral Account Rate Rider,
which is proposed to vary based on the net balance of all of the Deferral
Accounts. In this response, full recovery by F2014 was assumed since the
proposed Deferral Account Rate Rider mechanism recovers the net balance in the
Deferral Accounts in approximately 4 to 6 years, as illustrated in the response to
BCUC IR 1.76.3.
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($ million) F2009 F2010 F2011 F2012 F2013 F2014
Beginning of Year 0.0 84.4 178.2 133.6 89.1 44.5
Additions 81.7 110.1 0.0 0.0 0.0 0.0
Interest 2.7 8.3 9.7 6.9 4.2 1.4
Recovery
Principal 0.0 (16.3) (44.5) (44.5) (44.5) (44.5)
Interest 0.0 (8.3) (9.7) (6.9) (4.2) (1.4)
Total 0.0 (24.6) (54.3) (51.5) (48.7) (45.9)
End of Year 84.4 178.2 133.6 89.1 44.5 0.0
Interest Rate 6.52% 6.57% 6.43% 6.43% 6.43% 6.43%
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3.0 Topic: Topic 7: Evidentiary Update — Introduction
Reference: Exhibit B-10, Chapter 1, Page 5, Table 3, Impact of Evidentiary
Update Net of Proposed Deferrals

3.3.1 The CEC would like to understand the residual evidentiary update
amounts proposed to impact rates. Table 3 shows the net flowed
through to rates but the aggregate evidentiary update amounts for each
account. Please provide the Table 3, Increase columns, split between
amounts deferred and the amounts being flowed through to rates.

RESPONSE:

The F2009 and F2010 Update columns in Table 3 do include the updated costs and
revenues subject to deferral as set out in Table 2.

The net deferral account additions of $81.7 million in F2009 and $110.1 million in
F2010 shown in Table 2 are included in the row “Regulatory Account Transfers” in
Table 3.

Please refer to the response to BCUC IR 3.183.1 for a version of Table 3 without
the proposed Deferral Account additions in F2009 and F2010.
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4.0 Topic: Topic 7: Evidentiary Update — Demand Side Management

Reference: Exhibit B-10, Chapter 2, Page 7, Table 4, Demand Side

Management Energy Savings

3.4.1 Do the DSM Energy Savings include the anticipated reductions related

to the RIB rates and if so how much is included?

RESPONSE:

DSM energy savings, as presented in Table 4 of the Evidentiary Update, include
anticipated energy conservation due to rate structures, including an inclining
block rate for residential customers, and assumed conservation rates for other

customer classes.

The review of BC Hydro’s DSM Plan expenditures and energy savings is taking
place in the 2008 LTAP proceeding and BC Hydro considers that this question is

more appropriately addressed in that proceeding.

BC Hydro will file a response to this IR on August 21, 2008, as part of its Round 1

IR responses in the LTAP proceeding.
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4.0 Topic: Topic 7: Evidentiary Update — Demand Side Management

Reference: Exhibit B-10, Chapter 2, Page 7, Table 4, Demand Side

Management Energy Savings

3.4.2 Do the DSM Energy Savings include any anticipation regarding a Large

Commercial Class rate design change?

RESPONSE:

Please refer to the response to CECBC IR 3.4.1.
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4.0 Topic: Topic 7: Evidentiary Update — Demand Side Management

Reference: Exhibit B-10, Chapter 2, Page 7, Table 4, Demand Side
Management Energy Savings

3.4.3 When is the Large Commercial Class rate design expected to be filed
and when might it likely be implemented based on BC Hydro’s current
planning?

RESPONSE:

In the 2007 Rate Design Application decision, the BCUC directed BC Hydro to,
among other things, file an application for a rate structure or structures for Large
General Service customers, so that the rate(s) would be in place by April 1, 2009.
On this timeline BC Hydro would expect to file an application no later than
November 2008.

BC Hydro is currently reviewing its planned activities for the development of this
rate structure (or structures), including stakeholder engagement. If the review
concludes that more time is required for meaningful stakeholder engagement, rate
design evaluation and analysis, and preparation of an application, then BC Hydro
will apply to the BCUC for areconsideration of the implementation date of April 1,
2009.



Commercial Energy Consumers Association of British Page 1
Columbia of 2
Information Request No. 3.4.4 Dated: July 9, 2008
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro 2009 and 2010 Revenue Requirements B-11
Application
4.0 Topic: Topic 7: Evidentiary Update — Demand Side Management
Reference: Exhibit B-10, Chapter 2, Page 7, Table 4, Demand Side
Management Energy Savings
3.4.4 What would be the effect on Revenue Requirements of an additional
100 GWhlyear savings for each of the rate classes?
RESPONSE:

The response to this information request was prepared using the RRA model
attached as Appendix 1 to the Evidentiary Update.

The following table provides the impact on revenue requirements, the impact on
revenues at current rates, the resulting overall required rate increases and the
changes in energy sales under the following assumptions:

Rates are set using the approach described on page 4, lines 5-23, of the
Evidentiary Update;

The forecast F2010 energy sales are reduced by 100 GWh for each of the
residential, light industrial and commercial and large industrial customer
classes individually; and by 300 GWh for all three customer classes;

The changes in the F2010 revenues at current rates are proportional to the
changes in energy sales for each customer class;

The changes in energy supply requirements, including changed losses, are
offset by changes in market purchases at the average market prices shown
in Schedule 4.0 of Appendix 1; and

There are no costs associated with acquiring the additional energy
savings.
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Impact of 100 GWh Reduction in F2010

($ million) Resid Comm Indust All Three

Increase in Revenue Requirement

Cost of Energy (7.6) (7.6) (7.6) (22.7)
Deferral Account Additions 0.1 1.1 3.7 4.8
Total (7.5) (6.4) (3.9) (17.8)
Increase in Revenue (7.0) (6.0) (3.7) (16.7)
Required Rate Increase 8.12% 8.12% 8.12% 8.12%

Increase in Energy Sales (GWh) (100) (100) (100) (300)
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5.0 Topic: Topic 7: Evidentiary Update — Load Forecast
Reference: Exhibit B-10, Chapter 3, Page 8, Lines 3 - 17

3.5.1 What would be the impact on revenue requirements of an additional

reduction of 100 GWh/year in industrial sales?

RESPONSE:

Please refer to the response to CECBC IR 3.4.4.
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5.0 Topic: Topic 7: Evidentiary Update — Load Forecast

Reference: Exhibit B-10, Chapter 3, Page 8, Lines 3 - 17

3.5.2 What was the last date for which announcements of shutdowns in the
forest sector have been included?

RESPONSE:

The load forecast used in the Evidentiary Update includes information up to
January 2008.
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5.0 Topic: Topic 7: Evidentiary Update — Load Forecast
Reference: Exhibit B-10, Chapter 3, Page 8, Lines 3 - 17

3.5.3 Given the ongoing announcements in the forest sector is it possible that
there may be more reductions in load than is forecast in the evidentiary

update?

RESPONSE:

Yes.
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5.0 Topic: Topic 7: Evidentiary Update — Load Forecast

Reference: Exhibit B-10, Chapter 3, Page 8, Lines 3 - 17

3.54 Please provide the prices assumed in the application versus the prices
assumed in the evidentiary update and the price elasticity factor used to
determine the change in load as a consequence of the difference in the
prices.

RESPONSE:

The assumption in the August 2007 load forecast contained in the Application was
that rates would increase at the rate of inflation. The electricity rate increases
assumed in the January 2008 load forecast contained in the Evidentiary Update
are 6.56 per cent for F2009 and 8.21 per cent for F2010. The electricity price
elasticity assumed is -0.05.
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5.0 Topic: Topic 7: Evidentiary Update — Load Forecast
Reference: Exhibit B-10, Chapter 3, Page 8, Lines 3 - 17

3.5.5 What would be the change in load and revenue requirements for a price
elasticity assumption of -.01 greater (or such other variation as would
provide a reasonable basis for understanding changes in the price
elasticity assumption) than that assumed in the evidentiary update?

RESPONSE:

The response to this information request was prepared using the RRA model
attached as Appendix 1 to the Evidentiary Update.

The decrease in total domestic sales for an electricity price elasticity of -0.06 is
24 GWh in F2009 and 59 GWh in F2010. The results below show only the price
elasticity impact for the purposes of this response.

The following table provides the impact on revenue requirements, the impact on
revenues at current rates, and the resulting overall required rate increases under
the following assumptions:

e Rates are set using the approach described at page 4, lines 5-23, of the
Evidentiary Update;

e Domestic energy sales are reduced by 24 GWh in F2009 and 59 GWh in F2010;

e The changes in the F2010 revenues at current rates are proportional to the
changes in energy sales for each customer class; and

e The changes in energy supply requirements, including changed losses, are
offset by changes in market purchases at the average market prices shown in
Schedule 4.0 of Appendix 1.

($ million) F2009 F2010

Increase in Revenue Requirement

Cost of Energy (1.8) (4.5)
Deferral Account Additions 0.4 0.9
Total (1.4 (3.5
Increase in Revenue (1.4) (3.3
Required Rate Increase 5.96% 8.12%

Increase in Energy Sales (GWh) (24) (59)
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6.0 Topic:

Requirements
Reference: Exhibit B-10, Chapter 5, Page 13, Table 9, Cost of Energy

Topic 7: Evidentiary Update - Changes to Revenue

3.6.1 The CEC would like to understand the changes to the cost of energy
caused by changes to the load (volume) and changes to the average
price assumptions (price). Please provide Table 9, with the increase
columns split between volume variances and price variances.

RESPONSE:

An estimated breakdown between price and volume variance for the applicable
items in Table 9 is provided below. A breakdown between price and volume
variance is not applicable to the other items in Table 9, such as domestic

transmission.

The price variance is estimated as the change in average price multiplied by the
volume in the Evidentiary Update, and the volume variance is estimated as the
change in volume multiplied by the average price in the Application.

F2009 Increase

F2010 Increase

Price Volume Total Price Volume Total
($ million)
1 2 3=1+2 4 5 6=4+5

Hydroelectric (water rentals) (0.3) (2.4) (2.6) (2.4) (3.6) (6.1)
IPPs and Long-Term Commitments 31.2 23.1 54.2 12.3 (16.3) (4.1)
Market Electricity Purchases 24.9 (86.2) (61.3) 29.1 95.7) (66.6)
Natural Gas for Thermal Generation 8.4 7.9 16.3 3.9 8.5 125
Surplus Sales (0.3) 8.4 8.1 (0.2) (2.8) (2.9)
Non-Integrated Areas 4.1 (0.2) 3.9 4.1 (1.0 3.0
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7.0 Topic: Topic 7: Evidentiary Update — Changes to Revenue

Requirements
Reference: Exhibit B-10, Chapter 5, Page 20, Inter-Segment Revenues

3.7.1 The CEC would like to understand the reasons for the reductions in
inter-segment revenues. Please provide the basis for the forecast of
inter-segment revenues in the application versus the forecast in the
evidentiary update.

RESPONSE:

BC Hydro forecasts market purchases and sales from and to Powerex, thermal
generation, large reservoir hydro generation, and the operation of system storage
using stochastic optimization models that maximize the expected value of net
revenue across varying inflow and gas price conditions. These energy models are
typically run on a monthly basis as part of a monthly energy study. The forecast
market purchases and sales are then allocated between domestic and the trade
account based on the Transfer Pricing Agreement between Powerex and

BC Hydro.

To forecast Net Powerex Sales (included in Inter-Segment Revenues), and Net
Purchases from Powerex (included in Domestic Cost of Energy), the forecast
purchase and sales volumes from the model are priced based on the market
forward curves, also pursuant to the Transfer Pricing Agreement between
Powerex and BC Hydro.

The methodology used in the forecasts did not change between the September
2007 energy study (used in the Application) and the April 2008 energy study (used
in the Evidentiary Update). However, the forecast of energy purchase and sales
volumes and the forward price curves both changed significantly between the two
studies.
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7.0 Topic: Topic 7: Evidentiary Update — Changes to Revenue

Requirements
Reference: Exhibit B-10, Chapter 5, Page 20, Inter-Segment Revenues

3.7.2 Please identify what has changed from F2008 such that sales to
Powerex are forecast to decrease so significantly

RESPONSE:

Please refer to the response to BCOAPO IR 3.72(c).
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8.0 Topic: Topic 7: Evidentiary Update — Changes to Revenue

Requirements
Reference: Exhibit B-10, Chapter 5, Page 22, Subsidiary Net Income

3.8.1 The CEC would like to understand the basis for forecasting Subsidiary
Net Income. Please provide the basis for the forecast of subsidiary net
income in the application versus the basis for the forecast in the
evidentiary update.

RESPONSE:

As discussed in the response to CECBC IR 1.10.1, Powerex’s net income forecast
incorporates common assumptions BC Hydro uses throughout the budgeting
process such as forward market prices and forecast exchange rates. In addition,
the forecast incorporates insights into the demand and supply situations in
Western North America, marketing opportunities and energy requirements for
domestic needs.

Powerex’s net income forecasts included in the Application and the Evidentiary
Update were prepared on a consistent basis although the forecasts are based on
information and assumptions at different times. As stated in the Evidentiary
Update, the increase in the forecast of Trade Income of $24.3 million in F2009 from
the forecast included in the Application was due to additional opportunities
identified in gas trading and trade account optimization.
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8.0 Topic: Topic 7: Evidentiary Update — Changes to Revenue

Requirements
Reference: Exhibit B-10, Chapter 5, Page 22, Subsidiary Net Income

3.8.2 Is there a quantitative evidence based relationship between gas prices,
electricity prices and the Subsidiary Net Income or is this forecast more
of a judgment?

RESPONSE:

No, there is no quantitative evidence-based relationship between gas and
electricity prices and Powerex’s net income. The forecast includes judgment as
discussed in the responses to CECBC IR 1.10.1 and CECBC IR 2.12.1.



BC HYDRO 2009-2010
REVENUE REQUIREMENTS  EXHIBIT C3-4

Requestor Name: Canadian Office and Professional Employees Union
Information Request Round No: 3 — Evidentiary Update

To: British Columbia Hydro and Power Authority

Date: July 9, 2008

Project Number: 3698500

Application Name: F2009 and F2010 Revenue Requirements Application

1.0 Topic — RRA, Evidentiary Update
Reference —Table 10

1.1 Please explain why Alcan Tier 2 purchases are now higher than previously forecast for
F2009.

1.2 During what time period (which months and HLH or LLH) are these additional purchases
expected?

1.3 What impact are these additional Alcan purchases expected to have on operations, and what
estimated value per MWh will that have to BCH (in avoided costs or incremental revenue)?
1.4 Please provide details underlying the development delays in F2006 Call energy BCH expects

for F2010.

1.5 What impact are these developmental delays expected to have on operations and what
estimated cost or revenue impact per MWh will that have on BCH?


bharvey
BCH 2009-2010RR
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1.0 Topic — RRA, Evidentiary Update

Reference —Table 10

3.1.1 Please explain why Alcan Tier 2 purchases are now higher than

previously forecast for F2009.

RESPONSE:

An updated forecast of Tier 2 energy deliveries was provided by Alcan.




COPE Page 1
Information Request No. 3.1.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro 2009 and 2010 Revenue Requirements B-11
Application

1.0 Topic — RRA, Evidentiary Update
Reference —Table 10

3.1.2 During what time period (which months and HLH or LLH) are these
additional purchases expected?

RESPONSE:

BC Hydro schedules Alcan’s Tier 1 energy deliveries into the highest value
periods of the year. Alcan then schedules Tier 2 deliveries into the remaining
available periods as limited by generation and transmission capability. Typically,
the lower value periods available for Tier 2 deliveries are in LLH year-round as
well as in HLH during the spring runoff period (May-June).



COPE Page 1
Information Request No. 3.1.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
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1.0 Topic — RRA, Evidentiary Update
Reference —Table 10
3.1.3 What impact are these additional Alcan purchases expected to have

on operations, and what estimated value per MWh will that have to
BCH (in avoided costs or incremental revenue)?

RESPONSE:

The additional Alcan purchases are not expected to have any substantial impact
on operations since these purchases are assumed to displace spot market
purchases.

The net impact of taking additional deliveries of Alcan Tier 2 energy in place of
spot market purchases is estimated to be a saving of $16/MWh for BC Hydro.
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1.0 Topic — RRA, Evidentiary Update

Reference — Table 10

3.14 Please provide details underlying the development delays in F2006 Call
energy BCH expects for F2010.

RESPONSE:

As noted on page 3-16 of the Application, BC Hydro continually assesses all EPA
projects which are in a pre-operational phase. Based on these assessments, the
expected volumes for 20 of the 38 EPAs from the F2006 Call have changed since
the Application was filed. Many of these projects are encountering development
and COD delays due to factors such as permitting, construction and financing
obstacles.
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1.0 Topic — RRA, Evidentiary Update
Reference —Table 10
3.1.5 What impact are these developmental delays expected to have on

operations and what estimated cost or revenue impact per MWh will

that have on BCH?

RESPONSE:

For F2010, the 239 GWh decrease in F2006 Call volumes means that operationally
BC Hydro will be required to rely on other sources of supply. The impact of these

alternative sources of supply is reflected in the Evidentiary Update.




BC HYDRO 2009-2010
REVENUE REQUIREMENTS  ExHiBiT  C19-3

REQUESTOR NAME: Independent Power Producers of British Columbia
INFORMATION REQUEST ROUND NO: 3

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: July 9, 2008

PROJECT NO: 3698500

APPLICATION NAME: F2009/F2010 Revenue Requirements Application

1.0

2.0

3.0

TOPIC: Evidentiary Update
Reference: Exhibit B-10, Section 2, Demand-Side Management, Table 4

11

In Table 4, under column headings “Increase”, what percentage of the increases in DSM Energy
Saving in the various rows is attributable to legislative changes such as building codes and
efficiency standards? What percentage is attributable to increases in electricity rates or rate
design such as the Residential Inclining Block rate? What percentage is attributable to other
Power Smart programs?

TOPIC: Evidentiary Update
Reference: Exhibit B-10, Section 3, Load and Revenue Forecast

2.1

2.2

On page 8, line 8 there is a reference to “price elasticity”. Please provide any information as to
how this price elasticity was calculated other than price elasticity information that has been
previously filed in the proceedings.

On page 8, lines 14 to 16 there are references to “rate structures” and “rate design”. What is the
difference between a “rate structure” and a “rate design” and why where any impacts from
changes in rate structures not included in the figures?

TOPIC: Evidentiary Update
Reference: Exhibit B-10, Section 5, Changes to Revenue Requirements

3.1

3.2

3.3

With the changes in the Electricity and Gas Price forecasts in Figure 1 on page 14, for every one
percent change in system inflows, what will the impact be on the “Total Cost of Energy” as per
Table 9 on page 13?

On page 16, reference is made to a “decrease in unit availability at two of the major plant”.
Please provide the details of the unavailability of these units insofar as it does not pertain to unit 3
at G.M. Shrum.

On page 16, reference is made to a catastrophic failure of a turbine runner. If available, please
provide the details of this failure and an assessment of whether there is the potential for this
failure with respect to similar BC Hydro generating units.


bharvey
BCH 2009-2010RR
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1.0 TOPIC: Evidentiary Update

Reference: Exhibit B-10, Section 2, Demand-Side Management, Table 4

3.1.1 In Table 4, under column headings “Increase”, what percentage of the
increases in DSM Energy Saving in the various rows is attributable to
legislative changes such as building codes and efficiency standards?
What percentage is attributable to increases in electricity rates or rate
design such as the Residential Inclining Block rate? What percentage is

attributable to other Power Smart programs?

RESPONSE:

Please refer to the response to BCUC IR 3.184.1.
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2.0 TOPIC: Evidentiary Update

Reference: Exhibit B-10, Section 3, Load and Revenue Forecast

3.21 On page 8, line 8 there is a reference to “price elasticity”. Please
provide any information as to how this price elasticity was calculated
other than price elasticity information that has been previously filed in

the proceedings.

RESPONSE:

Please refer to the response to BCUC IR 3.185.3.
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2.0 TOPIC: Evidentiary Update

Reference: Exhibit B-10, Section 3, Load and Revenue Forecast

3.2.2 On page 8, lines 14 to 16 there are references to “rate structures” and
“rate design”. What is the difference between a “rate structure” and a

“rate design” and why where any impacts from changes in rate

structures not included in the figures?

RESPONSE:

The terms rate structure and rate design are used synonymously. Incremental
load reductions from changes in rate structures are included in the DSM savings

estimates.
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3.0 TOPIC: Evidentiary Update
Reference: Exhibit B-10, Section 5, Changes to Revenue Requirements

3.3.1 With the changes in the Electricity and Gas Price forecasts in Figure 1
on page 14, for every one percent change in system inflows, what will
the impact be on the “Total Cost of Energy” as per Table 9 on page 137

RESPONSE:

Based on BC Hydro’s current system, a one per cent change in system inflows is
equivalent to 530 GWh per year. Under current inflow and market price
conditions, the increased cost of energy associated with a system inflow
reduction of 530 GWh is estimated at $40 million.

Note, however, that the valuation of larger changes in system inflows is non-
linear, with the cost per MWh increasing with lower inflows, and the cost per MWh
decreasing with higher inflows.



IPPBC Page 1
Information Request No. 3.3.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro 2009 and 2010 Revenue Requirements B-11
Application

3.0 TOPIC: Evidentiary Update

Reference: Exhibit B-10, Section 5, Changes to Revenue Requirements

3.3.2 On page 16, reference is made to a “decrease in unit availability at two
of the major plant”. Please provide the details of the unavailability of
these units insofar as it does not pertain to unit 3 at G.M. Shrum.

RESPONSE:

Mica Unit 3 experienced a bus fault on March 28, 2008 due to a failure of a
lightning arrestor, which took Units 3 and 4 off-line. With another unit already out
of service for planned maintenance, only one Mica unit remained in operation, and
this resulted in the activation of a number of system constraints.

Unit 4 returned to service four days later after the plant bus was reconfigured,
removing the system constraints. Unit 3 returned to service on June 17, 2008.

Allowing for the forty-day outage that had earlier been planned for June and July
2008, the net duration of the forced outage is about 45 days. Forecast F2009 unit
availability decreased from about 90 per cent to about 77 per cent.

While Mica Unit 3 (400 MW) has a greater capacity than GMS Unit 3 (265 MW), the
impact on system energy production was much less due to the shorter duration of
the Mica unit outage and the fact that Columbia River Treaty storage constraints
significantly reduced BC Hydro’s ability to run this unit had it been available for
service.



IPPBC Page 1
Information Request No. 3.3.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro 2009 and 2010 Revenue Requirements B-11
Application

3.0 TOPIC: Evidentiary Update

Reference: Exhibit B-10, Section 5, Changes to Revenue Requirements
3.3.3.  On page 16, reference is made to a catastrophic failure of a turbine
runner. If available, please provide the details of this failure and an

assessment of whether there is the potential for this failure with respect
to similar BC Hydro generating units.

RESPONSE:
Please refer to the responses to BCUC IRs 3.186.1 and 3.186.1.4.

At this time BC Hydro believes the potential for this failure mechanism is
restricted to GMS Units 1, 2, 4, and 5.



BC HYDRO 2009-2010
REVENUE REQUIREMENTS  EXHIBIT C5-5

REQUESTOR NAME: Joint Industry Electricity Steering Committee (JIESC)
INFORMATION REQUEST ROUND NO: 3 (Evidentiary Update)

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: July 9, 2008

PROJECT NO: 3698500

APPLICATION NAME: BCH — F2009/F2010 Revenue Requirements

27.0

28.0

TOPIC: 9. Load and Revenue Forecast
10. Cost of Energy
45, Existing Regulatory [Deferral] Accounts
Trade Income
Reference: Exhibit B-10, Page 3, Table 2;
Explanation: BC Hydro has set out the Costs and Revenues Subject to Deferral for F2009 and F2010
without a comparison of F2008 Plan/NSA and F2008 Actual.
Request:

27.1 Provide Table 2 with 3 additional columns showing F2008 Plan/NSA, F2008 Actual and the
Increase (Decrease).

TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements for F2009 and F2010 with
proposed transfers to regulatory accounts and without the a comparison of F2008 Plan/NSA and F2008
Actual.

Request:

28.1 Provide Table 3 with 3 additional columns showing F2008 Plan/NSA, F2008 Actual and the
Increase (Decrease).

28.2 Provide Table 3 as revised in response to 28.1 above, excluding the proposed regulatory account
transfers.

28.3 Provide Table 3 as revised in response to 28.1 above showing the proposed deferrals (regulatory
account transfers) as set out in Table 2 by line item in Table 3 and the amounts net of deferrals
for each year for F2008 to F2010.

28.4 |dentify the cost changes in the evidentiary update that are one-time costs and those which are
on-going or normal costs.

28.5 Provide a copy of the annual report or if the annual report is not available, provide the audited
financial statements with notes for F2008.
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29.0 TOPIC: Rate Increase

30.0

31.0

Reference: Exhibit B-10, Page 4;

Explanation: To avoid rate increases higher than in the Application (and approved on an interim basis

for F2009), BC Hydro is proposing that the baseline forecasts for the costs and revenues subject to

deferral remain the same as included in the Application. However, BC Hydro is proposing that the

Deferral Account Rate Rider increase from 0.5% to 1.0% on April 1, 2009.

Request:

29.1 Explain why a rate rider increase is not a rate increase.

29.2 Confirm that the rate rider was primarily intended to deal with changes in costs due to water
inflows varying from normal.

TOPIC: 9. Load and Revenue Forecast
41. Capital — Demand Side Management (DSM)

Reference: Exhibit B-10, Page 6-11

Explanation: BC Hydro has updated the Application to reflect increased DSM expenditures, DSM
related volume reductions, Industrial sales mix changes, lower Industrial sales and TSR re-pricing.

Request:

30.1 Provide a comparison of the forecast DSM savings in F2009 and F2010 to the BC Energy Plan
target of 50% of demand growth offset from DSM.

30.2 Explain how BC Hydro will spend the updated DSM budget and achieve the DSM savings (sales
reductions) when programs have not been developed and implemented, planned expenditures
have not received regulatory approval and the BC Hydro fiscal year commenced on April 1,
2008.

30.3 Provide a list of temporary and permanent Industrial closures and shift reductions that have been
reflected in the update set out as follows:

» By Rate Class — Transmission, Large Commercial
e By Industry - Pulp & Paper, Wood Products, etc.

» Permanent closures, Temporary closures, production reductions

TOPIC: 52. Taxes — Carbon Tax

Reference: Not Applicable

Explanation: BC Hydro has not included carbon taxes which became effective July 1, 2008 in the
Evidentiary Update.



32.0

33.0

Request:

31.1 Provide the forecast cost of carbon taxes for F2009 and F2010 with details of taxes to be paid.
Examples include:

» Cost of Energy: natural gas, natural gas transportation, distillate/diesel fuel
e Cost of Energy: tax on imports

e Transportation fuel (vehicles, work equipment)

e Chemicals used in operations and maintenance

* Cost of offsets

TOPIC: 10. Cost of Energy
45, Existing Deferral Accounts

Reference: Exhibit B-10, Appendix 3, Deferral Account Report, Schedule F, Page 8 of 15;
Exhibit B-10, Page 16;

Explanation: BC Hydro has reported market purchases in the Heritage Deferral Account and is also
reporting Heritage generation in excess of the 49,000 GWh normal water generation as Non-Heritage. In
F2008, the generation in excess of 49,000 GWh was 2,113 GWh.

Actual system storage at the beginning of F2009 was 1,100 GWh lower than forecast in the F2009 Plan.

Request:

32.1 Explain why generation by Heritage facilities is not Heritage energy supply.

32.2 Confirm that treatment of Heritage supply in excess of 49,000 GWh in has no effect on the Cost
of Energy or Deferral accounts vs. treating the excess (above normal) supply as Heritage supply.
[Schedule F]

32.3 Explain why actual system storage was below the F2009 Plan.

32.4 What was the actual system storage at the beginning of F2009 compared to normal.

TOPIC: 10. Cost of Energy
45, Existing Deferral Accounts

Reference: Exhibit B-10, Page 16;

Explanation: BC Hydro states that hydroelectric generation is forecast to be lower due to a decrease in
unit availability at two of the major plants and that unit 3 at GMS is expected to be out of service for a
year.

Request:

33.1 Provide details of the decrease in unit availability.

33.2 What is the estimated cost of the repair to GMS unit 3.

33.3 What were the causes of the decrease in unit availability and the turbine runner failure? Provide

a copy of any reports on the condition of the units, cause of decreased availability and cause of
failure.



34.0

35.0

33.4 Why are major unit repairs not being capitalized or deferred and recovered over the life of the
major repair?

TOPIC: 51. Return on Deemed Equity

Reference: Exhibit B-10, Page 19-20;

Explanation: BC Hydro has not reflected the change in the corporate income tax rate in the
Evidentiary Update.

BC Hydro has increased the long-term debt by $65.8 million due to the adoption of new CICA Handbook
section 3865 and further increased the shareholder’s equity by $56.8 million due to the adoption of CICA
Handbook section 1530.

Request:

34.1 Explain why BC Hydro requires an order from the Commission to Terasen to change the income
tax rate for 2008 before reflecting the change in the income tax rate and ROE of BC Hydro.

34.2 Confirm that the changes in debt and equity to reflect the CICA Handbook have neither changed
the interest expense nor the debt issued and that the changes are unrealized.

34.3 Provide Table 3 as requested in IR 3.28.1, 3.28.2 and 3.28.3 revised to reflect debt and equity
costs before the adjustments to reflect the CICA Handbook.

34.4  Provide, for F2009 and F2010, the opening and closing book value of debt and equity and the
debt and equity costs (utilizing the ROE and Interest rates used in the Update) based on book
value before and after the changes due to the CICA Handbook requirements.

34.5 Provide, for F2009 and F2010, the calculations and amount of the debt and equity as a result of
using a deemed 70/30 debt-equity and the debt costs and equity return (utilizing the ROE and
Interest rates used in the Update) before and after the changes due to the CICA Handbook
requirements.

TOPIC: 10. Cost of Energy
12. Operating Costs — Review of-FOIF08
45, Existing Deferral Accounts
55. Subsidiary Net Income
[Operating Costs/First Nations Settlements/Trade Income/Cost of Energy/Major
Maintenance/Strategic Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules; Exhibit B-10,
Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations Settlement Provisions of $231.3
million in F2008, a variance of $224.5 million from the F2008 RRA. The amount of $231.3 million has
been recorded as a Regulatory Account addition. First Nations Costs were $5.7 million and $4.0 million
over the F2008 RRA. The transfer of First Nations Negotiations, Litigation and Settlement Costs to the
deferral accounts was $234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule D].
The provision for First Nations settlements has been increased by approximately $15 million per year due
to the accretion on the F2008 provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In accordance with BCUC Order
No. G-11-08, BC Hydro must apply to the BCUC for approval to recover costs associated with new First

4



Nations settlements. Accordingly, BC Hydro has removed from the Evidentiary Update forecast
recoveries associated with expected First Nations settlements, which further increases the forecast First
Nations net transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the NSA/Plan. It appears that a
further $49.6 million in OM&A have been deferred (see Note 1). Significant Unplanned Major
Maintenance Costs ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the F2008 RRA.

Request:

35.1 Provide a breakdown of “Other Regulatory Account” deferrals per Note 1 and provide
explanations of increases in OM&A and related regulatory deferrals and for any other costs that
have been deferred. [Schedule D]

35.2 Does BC Hydro defer only increases in OM&A expenditures?

35.3 Does BC Hydro consider the individual amounts for “unplanned maintenance” of $0.5, $1.1, $1.5
and $2.9 million to be major and material to BC Hydro? How does BC Hydro define major and

material?

35.4 With the existing and proposed deferral accounts and the deferral practices of BC Hydro, are
there any costs that would affect the net income and ROE of BC Hydro?

35.5 Does the BC Hydro NSA/Plan include a provision for maintenance that is unplanned or for
general maintenance and repairs?

35.6 Explain what is meant by: “The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008 provision discussed
above.”

35.7 Provide a breakdown of First Nations costs of $5.7 million and an explanation of why costs were
over the NSA/Plan in F2008 or why cost recoveries were less than anticipated.

35.8 Provide a detailed breakdown and explanation of the accrued First Nations Settlement Costs
along with working papers and all other support for the accrual.

35.9 Provide a copy of all correspondence and directions from the province with respect to the First
Nations Settlement Costs and activities.

35.10 Provide the Powerex net trade income at the end of each quarter for F2003 to F2008.
35.11 Explain why the Powerex net trade income for F2008 was less than forecast. [Schedule B]

35.12 Explain why Net Sales to Powerex (Displaced Hydro) appears in the Heritage Energy GWh) and
not in the Heritage Energy costs. [Schedule C]

35.13 Explain what is meant by Net Sales to Powerex (Displaced Hydro). [Schedule C]

35.14 What was the forecast deferred cost of the Procurement Enhancement Initiative (PEI) in F2008?
If no costs were planned, confirm. [Schedule D]

5



35.15 Explain any change in costs for PEI incurred in F2008.
35.16 Provide the current forecast cost of the PEI with an explanation of any changes in costs.

35.17 Explain how, when all of the systems are existing BC Hydro software modules, the completed
cost of the PEl is in excess of $30 million.



JIESC Page 1
Information Request No. 3.27.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

27.0 TOPIC: 9. Load and Revenue Forecast
10. Cost of Energy
45, Existing Regulatory [Deferral] Accounts
Trade Income
Reference: Exhibit B-10, Page 3, Table 2;

Explanation: BC Hydro has set out the Costs and Revenues Subject to
Deferral for F2009 and F2010 without a comparison of F2008 Plan/NSA and

F2008 Actual.

3.27.1 Provide Table 2 with 3 additional columns showing F2008 Plan/NSA,
F2008 Actual and the Increase (Decrease).

RESPONSE:

Detailed comparisons of the F2008 RRA NSA and the F2008 actual results are

provided in Appendix 1 of the Evidentiary Update.

The costs subject to deferral are provided on lines 35 to 42 of Schedule 2.1 in

Appendix 1, and are reproduced below.

F2008 F2008
($ million) RRA Actual | Increase
1 2 3=2-1
Heritage Payment Obligation 388.1 333.8 (54.3)
(variances captured in HDA)
Non-Heritage COE Subject to Deferral 632.3 525.2 (107.1)
(variances captured in NHDA)
Trade Income 136.9 82.7 (54.2)
(variances captured in TIDA)
BCTC Costs
(variances captured in BCTCDA)
Transmission Asset Maintenance Fee 87.3 87.3 0.0
GRTA Asset Management Fee 54 54 0.0
SDA Asset Management Fee 11.7 16.2 45
Net NITS and PTP Charges 15.2 21.6 6.4
External PTP Revenues (8.5) (8.5) 0.0




JIESC Page 1
Information Request No. 3.28.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

28.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements
for F2009 and F2010 with proposed transfers to regulatory accounts and
without the a comparison of F2008 Plan/NSA and F2008 Actual.

3.28.1 Provide Table 3 with 3 additional columns showing F2008 Plan/NSA,
F2008 Actual and the Increase (Decrease).

RESPONSE:

Detailed comparisons of the F2008 RRA NSA and the F2008 actual results are
provided in Appendix 1 of the Evidentiary Update.

The components of the revenue requirements are provided on Schedule 1.0 of
Appendix 1, and are reproduced below.



JIESC Page 2
Information Request No. 3.28.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application
F2008 F2008
RRA Actual Increase
($ million)
1 2 3=2-1
Domestic Energy Costs 1,207.5 1,096.0 (111.5)
Operating Costs
Current Operating Costs 560.8 556.7 (4.2)
DSM & Other Regulatory Accounts 60.6 328.9 268.3
Taxes 153.5 158.6 51
Amortization 370.5 363.4 (7.1)
Finance Charges 439.1 434.5 (4.6)
Return on Equity 376.3 369.0 (7.3)
Non-Tariff Revenue (43.4) (31.4) 12.0
Inter-Segment Revenue (145.9) (194.4) (48.5)
Regulatory Account Transfers 69.9 (141.7) (211.5)
Subsidiary Net Income (138.2) (83.2) 55.0
Total 2,910.7 2,856.5 (54.2)
Total Domestic Revenue 2,910.7 2,856.5 (54.2)




JIESC Page 1
Information Request No. 3.28.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

28.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements
for F2009 and F2010 with proposed transfers to regulatory accounts and
without the a comparison of F2008 Plan/NSA and F2008 Actual.

3.28.2 Provide Table 3 as revised in response to 28.1 above, excluding the
proposed regulatory account transfers.

RESPONSE:

Please refer to the response to BCUC IR 3.183.1.



JIESC Page 1
Information Request No. 3.28.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

28.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements
for F2009 and F2010 with proposed transfers to regulatory accounts and
without the a comparison of F2008 Plan/NSA and F2008 Actual.

3.28.3 Provide Table 3 as revised in response to 28.1 above showing the
proposed deferrals (regulatory account transfers) as set out in Table 2
by line item in Table 3 and the amounts net of deferrals for each year
for F2008 to F2010.

RESPONSE:

The net deferral account additions of $81.7 million in F2009 and $110.1 million in
F2010 shown in Table 2 are included in the row “Regulatory Account Transfers” in
Table 3. These net deferral account additions are not included in any other row in
Table 3.

Details of the regulatory account transfers, including the net deferral account
additions shown in Table 2, are provided in Table 13 of the Evidentiary Update.



JIESC Page 1
Information Request No. 3.28.4 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

28.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements
for F2009 and F2010 with proposed transfers to regulatory accounts and
without the a comparison of F2008 Plan/NSA and F2008 Actual.

3.28.4 Identify the cost changes in the evidentiary update that are one-time
costs and those which are on-going or normal costs.

RESPONSE:

The costs that have changed in the Evidentiary Update are all on-going or normal
costs.



JIESC Page 1
Information Request No. 3.28.5 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

28.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-10, Page 5, Table 3;

Explanation: BC Hydro has set out the changes in revenue requirements
for F2009 and F2010 with proposed transfers to regulatory accounts and
without the a comparison of F2008 Plan/NSA and F2008 Actual.

3.28.5 Provide a copy of the annual report or if the annual report is not
available, provide the audited financial statements with notes for F2008.

RESPONSE:
Please refer to the links below.
PDF version:

http://www.bchydro.com/rx files/info/info57393.pdf

HTML version:

http://www.bchydro.com/info/reports/2008annualreport/




JIESC Page 1
Information Request No. 3.29.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

29.0 TOPIC: Rate Increase

Reference: Exhibit B-10, Page 4;

Explanation: To avoid rate increases higher than in the Application (and
approved on an interim basis for F2009), BC Hydro is proposing that the
baseline forecasts for the costs and revenues subject to deferral remain
the same as included in the Application. However, BC Hydro is proposing
that the Deferral Account Rate Rider increase from 0.5% to 1.0% on April 1,
2009.

3.29.1 Explain why a rate rider increase is not a rate increase.

RESPONSE:

In the sentence referenced above, BC Hydro was referring to the level of base
rates. BC Hydro acknowledges that the net impact on customer bills is the
combination of the change in the level of base rates and the change in the level of
the Deferral Account Rate Rider.

BC Hydro is forecasting that the level of the rate rider will increase to one per cent
on April 1, 2009 based on BC Hydro’s proposal in the Evidentiary Update.
However, BC Hydro is proposing that the level of the Deferral Account Rate Rider
to be effective on April 1 of each year be based on the actual balances in the
Deferral Accounts as of September 30 of the prior year. Therefore, the actual level
of the rate rider on April 1, 2009 could be higher or lower than the current rider of
0.5 per cent.



JIESC Page 1
Information Request No. 3.29.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

29.0 TOPIC: Rate Increase

Reference: Exhibit B-10, Page 4;

Explanation: To avoid rate increases higher than in the Application (and
approved on an interim basis for F2009), BC Hydro is proposing that the
baseline forecasts for the costs and revenues subject to deferral remain
the same as included in the Application. However, BC Hydro is proposing
that the Deferral Account Rate Rider increase from 0.5% to 1.0% on April 1,
2009.

3.29.2  Confirm that the rate rider was primarily intended to deal with changes
in costs due to water inflows varying from normal.

RESPONSE:

Not confirmed. The Deferral Account Rate Rider is intended to address the net
balance of all of the Deferral Accounts. The net balance of all of the Deferral
Accounts is affected by many factors other than water inflows, including the cost
of market purchases, the cost of natural gas (e.g., for ICP), unplanned major
maintenance and differences between forecast and actual Trade Income.

Please also refer to the response to BCUC IR 1.78.5.



JIESC Page 1
Information Request No. 3.30.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

30.0 TOPIC: 9. Load and Revenue Forecast

41. Capital — Demand Side Management (DSM)
Reference: Exhibit B-10, Page 6-11

Explanation: BC Hydro has updated the Application to reflect increased
DSM expenditures, DSM related volume reductions, Industrial sales mix
changes, lower Industrial sales and TSR re-pricing.

Request:
3.30.1 Provide a comparison of the forecast DSM savings in F2009 and F2010

to the BC Energy Plan target of 50% of demand growth offset from
DSM.

RESPONSE:

This question is better addressed in the 2008 LTAP proceeding, in the review of
BC Hydro’s DSM Plan.

BC Hydro will file aresponse to this IR on August 21, 2008, as part of its
Round 1 IR responses in the LTAP proceeding.



JIESC Page 1
Information Request No. 3.30.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

30.0 TOPIC: 9. Load and Revenue Forecast

41. Capital — Demand Side Management (DSM)
Reference: Exhibit B-10, Page 6-11

Explanation: BC Hydro has updated the Application to reflect increased
DSM expenditures, DSM related volume reductions, Industrial sales mix
changes, lower Industrial sales and TSR re-pricing.

Request:

3.30.2 Explain how BC Hydro will spend the updated DSM budget and achieve
the DSM savings (sales reductions) when programs have not been
developed and implemented, planned expenditures have not received
regulatory approval and the BC Hydro fiscal year commenced on April
1, 2008.

RESPONSE:

DSM expenditures in F2009 are being incurred as planned, with programs,
activities and initiatives underway. The timing of the FO9/F10 RRA is similar to
previous RRAs in that final orders are received some time after the filing of an
application and the start of the fiscal period.



JIESC Page 1
Information Request No. 3.30.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

30.0 TOPIC: 9. Load and Revenue Forecast

41. Capital — Demand Side Management (DSM)
Reference: Exhibit B-10, Page 6-11
Explanation: BC Hydro has updated the Application to reflect increased
DSM expenditures, DSM related volume reductions, Industrial sales mix
changes, lower Industrial sales and TSR re-pricing.

Request:

3.30.3 Provide a list of temporary and permanent Industrial closures and shift
reductions that have been reflected in the update set out as follows:

By Rate Class — Transmission, Large Commercial
By Industry - Pulp & Paper, Wood Products, etc.

Permanent closures, Temporary closures, production reductions

RESPONSE:

Canfor announced a permanent closure of its panel and fiber mill in New
Westminster. The customers that announced indefinite shutdowns were Abitibi
Bowater paper mill in Mackenzie and Canfor’s sawmill operations in Chetwynd.
Please also refer to the response to BCUC IR 3.185.2.



JIESC Page 1
Information Request No. 3.31.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Revised Response issued September 29, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11-2
Application

31.0 TOPIC: 52. Taxes — Carbon Tax

Reference: Not Applicable

Explanation: BC Hydro has not included carbon taxes which became
effective July 1, 2008 in the Evidentiary Update.

3.31.1 Provide the forecast cost of carbon taxes for F2009 and F2010 with
details of taxes to be paid. Examples include:

Cost of Energy: natural gas, natural gas transportation, distillate/diesel
fuel

Transportation fuel (vehicles, work equipment)
Chemicals used in operations and maintenance

Cost of offsets

ORIGINAL RESPONSE:

BC Hydro has included carbon tax payments in the amounts of $6 million and

$11 million for F2009 and F2010 respectively as part of the cost of energy forecast
included in the Evidentiary Update. This tax is applied to BC Hydro’s natural gas
purchases used for thermal generation.

BC Hydro has not increased its operating cost forecast to reflect the increase in
transportation fuel due to the carbon tax as this increase is estimated to be
approximately $0.2 million/year in the test years.

REVISED RESPONSE:

The carbon tax will impact BC Hydro in the following four ways:

e Cost of natural gas for generation (cost of energy);
o Cost of fuel for fleet vehicles (operating costs);
e Cost of diesel for NIA generation (cost of energy); and

o Costs of materials acquired by BC Hydro that have inputs that are affected
by the carbon tax (operating costs and capital).

BC Hydro has included carbon tax payments in the amounts of $7.5 million and
$12.8 million for F2009 and F2010 respectively as part of the cost of energy



JIESC Page 2
Information Request No. 3.31.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Revised Response issued September 29, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11-2
Application

forecast included in the Evidentiary Update. This tax is applied to BC Hydro’s
natural gas purchases used for thermal generation.

Attachment 1 presents the detailed calculation of the carbon tax costs in relation
to the cost of energy (natural gas purchases).

BC Hydro has not increased its operating cost forecast to reflect the increase in
transportation fuel due to the carbon tax as this increase is estimated to be
approximately $0.2 million/year in the test years. BC Hydro also did not include
the impact on the cost of diesel for NIA generation estimated to be approximately
$0.5 million/year.

BC Hydro has no way of knowing how the input costs to the materials it acquires
have changed as aresult of the carbon tax, and so can not provide any
information on this item.



REVISED JIESC IR 3.31.1 Attachment 1

ro/Z8vL'0$ - 0L0Z Yd1el 03 600Z AN
ro/886+°0$ - 600Z aunr o3 800zZ Ainr

:sojey Xej uoqie)

09z'9.2°}L

190°828°CL | 960°962°L E€¥E'06L'L TEY'SCEL 99V'¥6Z'L 99S'v.Z°L  69Z'S¥Z’L  6£S'VSC'L  L00°8SL 860618 . ¥80°9¥8 v6°Lv8 Xe] uogJed jejoL
829'GLL'L | ¥SG'Z9L 0.8°081 16.'061 201°081 L00'vLL £p8'v9lL A L1EPEL S8l Lyl 199°96 ove'lol 808'v01 ON4
G8G'62e 228'9L 22891 2289l 228'91 vev've 22891 22891 yev've 22891 SLZ'LL G121l $G5°9¢e pieiung
828'928'0L | 099'9LL'L  159°C66 618°LLL'L L€G°/60'L ¥€8'LL0°L 106'C60°L 60Z2'¥80°L 86.'G60°L O 9LZ'LLL €29'€eL 085°'90L 92l
: Xe] uoglen
‘ (¢ u1) saxe] ansawoq
0S9'vZ8'8L | S02'2eLL  ZP6'06S°'L ¥6¥'LLL'L 90L'0SL'L €LL°SOLL O0LS‘€0LL E€SS'P99°L EPL'9L9°L £8LLLT 8EL'TYI'L  6€2°969°L $96'669°L lejol
006'G26°C | 09¢2'L1Le orL'Ive 000652 02.'0¥2 096°2€T 0ze'oee 08.°261 02S'6L1 00,881 008°€61 086202 ozL'ole ON4
026°'0ve £8v'22 £8V'22 £8v'2e £8¥'ze £v9'2e £8v°'22 £8¥'2e mwc,mm £8v'22 £8¥'ee £8Y'2e €8Z'€L pieung
0€2'806'GL | ¢9¥'e6¥'L 612'92€'L  LLO'V6Y'L €06'99%°'L 0.G0¥¥'L L0L'09%Y'L 060°6¥¥'L 08S'v9v'L 0O GG8'Gey'L  9LL°0LY'L  1L9S9LY'L 99l
: . (ro) onsawoqg
aviol 0l-1ey [(JRCEE] Oj-uer 60-92a 60-AON 60-31°0 60-d9S 60-bny - 60-Inf 60-unr 60-Ael 60-1dv
01024
€TL'OvS‘L | ¥60°898 295°€6.L cli'ess 891298 1££°058 §G8°LLL 0.9'628 £€8.'0¢8 LyZ'vv8 Xej uoqJep |ejoL
GG6'286 6EVCLL 085°021 G89'0Z1 295'6LL Z6Y°GLL 968601 05966 9€0°68 G19'c6 ON4
000901 SizZ'LL GLZ'LL GLZ'LL GLZ'LL 28291 GlLz'LL GLZ'LL GlZ'LL Gzl pJeung
89L°LGY'9 | OVY'PPL 192°199 cLe'syL 169°1€L 96581, Sp.'969  908'TCL zes'oeL 8LY'6EL . o]}
(8002 'L Ainr syejs) xel uoqsed
(¢ u1) saxe] ansawoq
0S8°€60°0Z | S9€°OVL'L  ZTP6'06S‘L PIV'OLLL 980°6ZL°L €SLVOL'L £S¥'6GS°L £££°C99°L £96°G99°L 995°769°L 8ESL'ZPY‘L  66£°90L°L 88.1°8Z9°L jejol
0259252 0zv'see ovL'lve 086'€5¢C 00.'6€2 0¥5'LET 02e'022 09.°161 005°8L1L 089281 008'c61l 086'20¢ 001'602 ON4
0¥8'29% £€8¥'2e £8v'2e £8v'22 €8¥'2e £v9°'2¢ €8¥'2e €81'22 €8v°'2e £8v'2¢2 €8Y'ze £v9'ze €02'G61 pieung
06¥'¥S0°LL | 29V'e6P'L 61L°92€'L LLO'V6Y'L €06'99%'L  0.G'0¥¥'L 0SG9'9LEL 060'6¥F'L 08G'¥I¥'L €6£'Z8Y'L GG8'Gev'L 9/L'0LY'L  S8V'PCT'L 90l
(ro) osnsswoq
aviolL 60-1eiN 60-994 60-uer 80-22d 80-AON 80-31°0 80-dos 80-bny 80-Int go-ung 80-Xel 80-1dy
60024

01024 pue 60024 iod
uopnejnoje) 3s0H Xe] uogied

Page 1 of 1



JIESC Page 1
Information Request No. 3.32.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

32.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts

Reference: Exhibit B-10, Appendix 3, Deferral Account Report, Schedule F,
Page 8 of 15; Exhibit B-10, Page 16;

Explanation: BC Hydro has reported market purchases in the Heritage
Deferral Account and is also reporting Heritage generation in excess of the
49,000 GWh normal water generation as Non-Heritage. In F2008, the
generation in excess of 49,000 GWh was 2,113 GWh.

Actual system storage at the beginning of F2009 was 1,100 GWh lower than
forecast in the F2009 Plan.

3.32.1 Explain why generation by Heritage facilities is not Heritage energy
supply.

RESPONSE:

Under the Heritage Contract (see HSD#2, attached to the Application at Appendix M),
the first 49,000 GWh/year of energy delivered from Generation to Distribution for the
purpose of serving domestic load, less amounts delivered pursuant to the Skagit
Treaty, is Heritage Energy. Amounts delivered from Generation to Distribution to
meet domestic load in excess of the 49,000 GWh/year, less deliveries pursuant to the
Skagit Treaty, are not. The separate accounting for the two amounts is an inherent
feature of the Heritage Contract (see paragraph 5(b) of HSD#2). The Heritage Energy
supply obligation is not linked specifically to the output of the Heritage Resources
so that Generation can deliver Heritage Energy in the most economic manner, for
example, by purchasing energy from Powerex rather than dispatching Heritage
Resources.



JIESC Page 1
Information Request No. 3.32.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

32.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts

Reference: Exhibit B-10, Appendix 3, Deferral Account Report, Schedule
F, Page 8 of 15; Exhibit B-10, Page 16;

Explanation: BC Hydro has reported market purchases in the Heritage
Deferral Account and is also reporting Heritage generation in excess of the
49,000 GWh normal water generation as Non-Heritage. In F2008, the
generation in excess of 49,000 GWh was 2,113 GWh.

Actual system storage at the beginning of F2009 was 1,100 GWh lower than
forecast in the F2009 Plan.

3.32.2 Confirm that treatment of Heritage supply in excess of 49,000 GWh in
has no effect on the Cost of Energy or Deferral accounts vs. treating
the excess (above normal) supply as Heritage supply. [Schedule F]

RESPONSE:

The distinction between cost of energy subject to the HDA and cost of energy
subject to the NHDA, pursuant to HSD#2, has no effect on the net balance of the
two Deferral Accounts or the total cost of energy.



JIESC Page 1
Information Request No. 3.32.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

32.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts

Reference: Exhibit B-10, Appendix 3, Deferral Account Report, Schedule
F, Page 8 of 15; Exhibit B-10, Page 16;

Explanation: BC Hydro has reported market purchases in the Heritage
Deferral Account and is also reporting Heritage generation in excess of the
49,000 GWh normal water generation as Non-Heritage. In F2008, the
generation in excess of 49,000 GWh was 2,113 GWh.

Actual system storage at the beginning of F2009 was 1,100 GWh lower than
forecast in the F2009 Plan.

3.32.3  Explain why actual system storage was below the F2009 Plan.

RESPONSE:

Please refer to the response to BCOAPO IR 3.72(a).



JIESC Page 1
Information Request No. 3.32.4 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

32.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts

Reference: Exhibit B-10, Appendix 3, Deferral Account Report, Schedule
F, Page 8 of 15; Exhibit B-10, Page 16;

Explanation: BC Hydro has reported market purchases in the Heritage
Deferral Account and is also reporting Heritage generation in excess of the
49,000 GWh normal water generation as Non-Heritage. In F2008, the
generation in excess of 49,000 GWh was 2,113 GWh.

Actual system storage at the beginning of F2009 was 1,100 GWh lower than
forecast in the F2009 Plan.

3.32.4 What was the actual system storage at the beginning of F2009
compared to normal.

RESPONSE:

Actual system storage at the beginning of F2009 was 12,400 GWh. Since system
storage is a non-stationary process, there is no “normal” value, but for reference
purposes, the 10-year historic (1998-2007) average system storage value at the
beginning of the fiscal year is 11,600 GWh.



JIESC Page 1
Information Request No. 3.33.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

33.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts
Reference: Exhibit B-10, Page 16;
Explanation: BC Hydro states that hydroelectric generation is forecast to
be lower due to a decrease in unit availability at two of the major plants and

that unit 3 at GMS is expected to be out of service for a year.

3.33.1 Provide details of the decrease in unit availability.

RESPONSE:

Please refer to the responses to BCUC IR 3.186.3 and IPPBC IR 3.3.2.



JIESC Page 1
Information Request No. 3.33.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

33.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts
Reference: Exhibit B-10, Page 16;
Explanation: BC Hydro states that hydroelectric generation is forecast to
be lower due to a decrease in unit availability at two of the major plants and

that unit 3 at GMS is expected to be out of service for a year.

3.33.2 What is the estimated cost of the repair to GMS unit 3.

RESPONSE:

Please refer to the response to BCUC IR 3.186.1.3.



JIESC Page 1
Information Request No. 3.33.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

33.0 TOPIC: 10. Cost of Energy

45, Existing Deferral Accounts
Reference: Exhibit B-10, Page 16;
Explanation: BC Hydro states that hydroelectric generation is forecast to
be lower due to a decrease in unit availability at two of the major plants and
that unit 3 at GMS is expected to be out of service for a year.
3.33.3 What were the causes of the decrease in unit availability and the

turbine runner failure? Provide a copy of any reports on the condition
of the units, cause of decreased availability and cause of failure.

RESPONSE:

Please refer to the responses to BCUC IRs 3.186.1 and 3.186.1.2.



JIESC Page 1
Information Request No. 3.33.4 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application
33.0 TOPIC: 10. Cost of Energy
45, Existing Deferral Accounts
Reference: Exhibit B-10, Page 16;
Explanation: BC Hydro states that hydroelectric generation is forecast to
be lower due to a decrease in unit availability at two of the major plants and
that unit 3 at GMS is expected to be out of service for a year.
3.33.4  Why are major unit repairs not being capitalized or deferred and
recovered over the life of the major repair?
RESPONSE:

BC Hydro determines capitalization in accordance with Canadian GAAP. In the
case of major repairs, expenditures are evaluated for capitalization against a
number of criteria to determine if they:

increase the service capacity of an existing capital asset;
improve the service quality of an existing capital asset;

reduce future operating costs of an existing capital asset by an amount
significantly greater than the expenditure; or

extend the original estimated service life of the asset.

BC Hydro also evaluates major unplanned generation maintenance or capital
costs against the criteria established for the Heritage Deferral Account, which
allows for deferral of major unplanned costs associated with Heritage Resources
in the following circumstances:

significant unplanned major maintenance costs greater than $1 million
related to a single event equipment or infrastructure failure or caused by
weather-related events; or

significant unplanned major capital expenditures having an incremental
annual impact on the Income Statement greater than $1 million related to
single event equipment or infrastructure failure or caused by
weather-related events.



JIESC Page 1
Information Request No. 3.34.1 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

34.0 TOPIC: 51. Return on Deemed Equity

Reference: Exhibit B-10, Page 19-20;

Explanation: BC Hydro has not reflected the change in the corporate
income tax rate in the Evidentiary Update.

BC Hydro has increased the long-term debt by $65.8 million due to the
adoption of new CICA Handbook section 3865 and further increased the
shareholder’s equity by $56.8 million due to the adoption of CICA
Handbook section 1530.

3.34.1 Explain why BC Hydro requires an order from the Commission to
Terasen to change the income tax rate for 2008 before reflecting the
change in the income tax rate and ROE of BC Hydro.

RESPONSE:

BC Hydro did not mean that a BCUC order to Terasen in relation to the new
income tax rate is required before BC Hydro changes its ROE. Pursuant to
section 4(d) of the HSD#2, the BCUC must set rates for BC Hydro that allow it to
collect sufficient revenue in each fiscal year to enable it to achieve an annual rate
of return on deemed equity (ROE) equal to the pre-income tax annual rate of
return allowed for the most comparable investor-owned utility. The BCUC has
determined that Terasen is the most comparable investor-owned utility and
Terasen'’s effective tax rate be used to determine the allowed pre-income tax
annual rate of return for BC Hydro.

As aresult of BCUC Order No. G-88-08 to Terasen, Terasen’s effective tax rate for
2008 remains unchanged and as aresult BC Hydro’s allowed ROE for F2009 would
also remain unchanged. With respect to F2010, please refer to the response to
BCUC IR 3.187.1.



JIESC Page 1
Information Request No. 3.34.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

34.0 TOPIC: 51. Return on Deemed Equity

Reference: Exhibit B-10, Page 19-20;

Explanation: BC Hydro has not reflected the change in the corporate
income tax rate in the Evidentiary Update.

BC Hydro has increased the long-term debt by $65.8 million due to the
adoption of new CICA Handbook section 3865 and further increased the
shareholder’s equity by $56.8 million due to the adoption of CICA
Handbook section 1530.

3.34.2 Confirm that the changes in debt and equity to reflect the CICA

Handbook have neither changed the interest expense nor the debt
issued and that the changes are unrealized.

RESPONSE:

Confirmed.



JIESC Page 1
Information Request No. 3.34.3 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application
34.0 TOPIC: 51. Return on Deemed Equity
Reference: Exhibit B-10, Page 19-20;
Explanation: BC Hydro has not reflected the change in the corporate
income tax rate in the Evidentiary Update.
BC Hydro has increased the long-term debt by $65.8 million due to the
adoption of new CICA Handbook section 3865 and further increased the
shareholder’s equity by $56.8 million due to the adoption of CICA
Handbook section 1530.
3.34.3 Provide Table 3 as requested in IR 3.28.1, 3.28.2 and 3.28.3 revised to
reflect debt and equity costs before the adjustments to reflect the CICA
Handbook.
RESPONSE:

Finance charges have been decreased by $0.2 million in F2009 and $1.3 million in
F2010 and the returns on deemed equity have been increased by $3.5 million in
F2009 and $3.6 million in F2010 due to the adjustments required as a result of the
adoption of new CICA Handbook sections 3865 and 1530.



JIESC Page 1
Information Request No. 3.34.4 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

34.0 TOPIC: 51. Return on Deemed Equity

Reference: Exhibit B-10, Page 19-20;

Explanation: BC Hydro has not reflected the change in the corporate
income tax rate in the Evidentiary Update.

BC Hydro has increased the long-term debt by $65.8 million due to the
adoption of new CICA Handbook section 3865 and further increased the
shareholder’s equity by $56.8 million due to the adoption of CICA
Handbook section 1530.

3.34.4  Provide, for F2009 and F2010, the opening and closing book value of
debt and equity and the debt and equity costs (utilizing the ROE and
Interest rates used in the Update) based on book value before and after
the changes due to the CICA Handbook requirements.

RESPONSE:

The opening and closing debt and equity balances, excluding the adoption of the
CICA Handbook changes, would be as follows:

($ million) F2009 F2010
Debt:
Opening balance 7,453.1 8,713.1
Closing balance 8,713.1 9,750.5
Shareholders Equity:
Opening Retained Earnings 1,864.5 2,178.3
Net Income 357.1 407.8
Dividend to Province (43.3) (148.5)
Ending Retained Earnings 2,178.3 2,437.6

Accumulated Other Comprehensive income - -
Total Shareholders Equity 2,178.3 2,437.6

The impact on debt and equity costs due to the new accounting guidelines are
provided in the response to JEISC IR 3.34.3.



JIESC Page 1
Information Request No. 3.34.5 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

34.0 TOPIC: 51. Return on Deemed Equity

Reference: Exhibit B-10, Page 19-20;

Explanation: BC Hydro has not reflected the change in the corporate

income tax rate in the Evidentiary Update.

BC Hydro has increased the long-term debt by $65.8 million due to the

adoption of new CICA Handbook section 3865 and further increased the

shareholder’s equity by $56.8 million due to the adoption of CICA

Handbook section 1530.

3.34.5 Provide, for F2009 and F2010, the calculations and amount of the
debt and equity as a result of using a deemed 70/30 debt-equity and
the debt costs and equity return (utilizing the ROE and Interest rates
used in the Update) before and after the changes due to the CICA
Handbook requirements.

RESPONSE:

Please refer to the response to JIESC IR 3.34.3.



35.0

JIESC Page 1
Information Request No. 3.35.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.1 Provide a breakdown of “Other Regulatory Account” deferrals per Note
1 and provide explanations of increases in OM&A and related
regulatory deferrals and for any other costs that have been deferred.
[Schedule D]



Application

JIESC Page 2
Information Request No. 3.35.1 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority

Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11

RESPONSE:

The breakdown of Other regulatory account transfers (including interest) is
provided below.

($ million) F2008 F2008
Actual RRA
FO7/F08 RRA Depreciation Study (4.8) (4.8)
Site C 5.0 0.7
Pre-1996 Customer Contributions 12.7 12.7
Foreign Exchange Gains/Losses (32.9) (41.4)
F2007 Storm restoration 10.3 -
Capital Project Investigation 12.2 -
Appendix 3, Schedule D (revised), line 36 25 (32.8)

Schedule D (revised) is attached as part of the response to BCUC IR 3.194.1. A
further breakdown between additions, recoveries, and interest for these regulatory

accounts is provided in Appendix 1, Schedule 2.2.

Explanations of changes from the F2008 RRA remain the same as provided
response to BCUC IR 1.83.1.

in the




JIESC Page 1
Information Request No. 3.35.2 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.2 Does BC Hydro defer only increases in OM&A expenditures?

RESPONSE:

With respect to the Deferral Accounts, unplanned maintenance expenditures
greater than $1 million related to single event equipment or infrastructure failure
are deferred.



35.0

JIESC Page 1
Information Request No. 3.35.3 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.3 Does BC Hydro consider the individual amounts for “unplanned
maintenance” of $0.5, $1.1, $1.5 and $2.9 million to be major and
material to BC Hydro? How does BC Hydro define major and material?



JIESC Page 2
Information Request No. 3.35.3 Dated: July 9, 2008 of 2
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

RESPONSE:

Significant unplanned major maintenance costs greater than $1 million related to
single event equipment or infrastructure failure are eligible for deferral account
treatment based on the BCUC decision on the FO5/F06 RRA.

While the $0.5 million noted in the question is below the $1 million threshold, it
relates to the repair work on the GMS G6 unit. On December 10, 2006 the GMS G6
unit tripped due to a fault causing damage to the exciter bus work, the unit exciter
and control board, and a field ground on the rotor. The maintenance cost of this
repair totaled $1.6 million and was started during F2007 and completed in early
F2008. As aresult the repair costs completed during F2007, totaling $1.1 million,
was transferred into the deferral account in F2007 and the remaining repair costs
totaling $0.5 million, completed this year, was transferred into the deferral account
in F2008.
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35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.4  With the existing and proposed deferral accounts and the deferral

practices of BC Hydro, are there any costs that would affect the net
income and ROE of BC Hydro?

RESPONSE:

Yes. Please refer to the response to BCUC IR 1.2.1.



JIESC Page 1
Information Request No. 3.35.5 Dated: July 9, 2008 of 1
British Columbia Hydro & Power Authority
Response issued July 22, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.5 Does the BC Hydro NSA/Plan include a provision for maintenance that
is unplanned or for general maintenance and repairs?

RESPONSE:

BC Hydro does not include a provision for unplanned maintenance in its
forecasts.
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major
Maintenance/Strategic Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.6  Explain what is meant by: “The provision for First Nations settlements
has been increased by approximately $15 million per year due to the
accretion on the F2008 provision discussed above.”
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Application

RESPONSE:

Under Canadian GAAP, loss provisions are measured on a present value basis.
Accretion expense reflects adjustments required with the passage of time so that
the balance of the loss provision liability will be equal to the amount needed to
settle the liability in the future.

BC Hydro has recorded actual or accrued First Nations Settlement Provisions of
$231.3 million in F2008, a variance of $224.5 million from the F2008 RRA. The
accretion expense is calculated on the liability resulting from the settlement
provision. The impact of the increased settlement liability is that the accretion
expense has increased by $15 million per year.
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.7  Provide a breakdown of First Nations costs of $5.7 million and an
explanation of why costs were over the NSA/Plan in F2008 or why cost
recoveries were less than anticipated.
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RESPONSE:
Other Regulatory Accounts - First Nations Costs - Additions
($ million)
F2008 RRA F2008 Actual
BC Hydro Costs 3.2
First Nations Costs 2.5
Total Costs 1.7 5.7

The $1.7 million forecast in the FO8 RRA NSA was not allocated between BC Hydro
costs and First Nations costs.

BC Hydro’s costs include personnel, legal, support and research to undertake
grievance negotiations. First Nations costs include their expenses for legal
counsel, engaging in and reviewing technical studies and participating in
grievance negotiations. Actual costs in F2008 were over the FO8 RRA NSA due to
negotiations extending for a longer time period than assumed in the F2008 RRA.

Other Regulatory Accounts — First Nations Costs — Recovery ($
million)

F2008 RRA F2008 Actual

Total Recovery (4.5) (2.9)

The actual F2008 cost recoveries as compared to the F2008 RRA were $1.6 million
below plan due to an accounting adjustment at year end.
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BC Hydro F2009 and F2010 Revenue Requirements B-11
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit
B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.8 Provide a detailed breakdown and explanation of the accrued First
Nations Settlement Costs along with working papers and all other
support for the accrual.
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RESPONSE:

The basis of settlement provisions with First Nations are confidential, since
disclosing such details could prejudice negotiations resulting in potential harm to
rate payers. Please also refer to the response to BCUC IR 3.191.1 and

BCUC Order No. G-11-08 attached.



JIESC IR 3.35.8 Attachment 1

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-11-08

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, B.C. V6Z 2N3 CANADA
web site: hitp://www beuc.com

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

British Columbia Hydro and Power Authority
Amendment of Regulatory Asset Regarding First Nations Claim Provisions

BEFORE: R.H. Hobbs, Chair January 21, 2008
ORDER

WHEREAS:

A. On April 18, 2006 the British Columbia Hydro and Power Authority (“BC Hydro™) applied for the
establishment, by a British Columbia Utilities Commission (“Commission”) Order, of a regulatory asset in
respect of a loss provision pertaining to two claims made against BC Hydro by First Nations; and

B. BC Hydro advised that negotiations in respect of the two claims were advanced to the point in fiscal year
2006 that BC Hydro was obliged, under generally accepted accounting principles (“GAAP”), to record a loss
provision in that period; and

C. The Commission, by Order No. G-56-06 dated May 18, 2006, authorized BC Hydro to establish, in fiscal
year 2006, a regulatory asset in the amount of the loss provision it recognizes in respect of the two claims
made against it by First Nations (the “First Nations Loss Provision Regulatory Asset™); and

D. The Commission, by Order No. G-56-06, authorized BC Hydro to carry forward the First Nations Loss
Provision Regulatory Asset until the settlement with the First Nations is completed and the actual settlement
amount is known, and the Commission determines the manner in which, if any, the final settlement amount
may be recovered in rates; and

E. On December 19, 2007 BC Hydro applied to the Commission for approval to amend the First Nations Loss
Provision Regulatory Asset to allow BC Hydro to (i) record any loss provision or provisions BC Hydro is
required under GAAP to recognize in respect of any claim made against it by First Nations, and (ii)
periodically adjust the amount of the provisions as required under GAAP; and carry the provisions forward to
future periods (the “Application™); and

F. BC Hydro advised that it may be required under GAAP to accrue a contingent liability loss provision
respecting settlement of a third claim against it by First Nations and any further provisions that may occur in
the future; and

sl 2
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit
B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.9  Provide a copy of all correspondence and directions from the province
with respect to the First Nations Settlement Costs and activities.

RESPONSE:

BC Hydro is investigating whether any such correspondence exists, and whether
any such correspondence is subject to legal privilege.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major
Maintenance/Strategic Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.10 Provide the Powerex net trade income at the end of each quarter for
F2003 to F2008.
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RESPONSE:
Please refer to the table below.
Powerex Net Income at the end of quarter (unaudited)
F2003 - F2008
($ million) F2003 F2004 F2005 F2006 F2007 F2008
Quarter end:
June 44 38 45 70 115 32
September 95 94 87 67 205 79
December 120 107 262 168 323 91
March 138 158 256 179 259 83
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major
Maintenance/Strategic Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.11 Explain why the Powerex net trade income for F2008 was less than
forecast. [Schedule B]

RESPONSE:

Powerex’s net income for F2008 of $82.7 million was less than the forecast of
$136.9 million due primarily to lower Northwest/Southwest price spreads than
expected, fewer trading opportunities than expected as a result of less volatility in
market prices and the impact of a stronger Canadian dollar than forecast.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-11
Application

35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.12 Explain why Net Sales to Powerex (Displaced Hydro) appears in the
Heritage Energy GWh) and not in the Heritage Energy costs. [Schedule
Cl
RESPONSE:

Displaced Hydro does appear as part of total Heritage Energy costs (Schedule B,
line 3, of Appendix 3 to the Evidentiary Update).
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5 million
from the F2008 RRA. The amount of $231.3 million has been recorded as a
Regulatory Account addition. First Nations Costs were $5.7 million and $4.0
million over the F2008 RRA. The transfer of First Nations Negotiations,
Litigation and Settlement Costs to the deferral accounts was $234.5 million
or $230.6 million in excess of the F2008 NSA/Plan [Schedule D]. The
provision for First Nations settlements has been increased by approximately
$15 million per year due to the accretion on the F2008 provision discussed
above. In addition, in the Application BC Hydro included recoveries
associated with expected First Nations settlements. In accordance with
BCUC Order No. G-11-08, BC Hydro must apply to the BCUC for approval to
recover costs associated with new First Nations settlements. Accordingly,
BC Hydro has removed from the Evidentiary Update forecast recoveries
associated with expected First Nations settlements, which further increases
the forecast First Nations net transfers by approximately $1 million in F2009
and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the F2008
RRA.

3.35.13 Explain what is meant by Net Sales to Powerex (Displaced Hydro).
[Schedule C]
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RESPONSE:

Displaced hydro relates to water rentals associated with the trade account. Trade
account energy sold to BC Hydro from Powerex is used to meet real-time domestic
load. Consequently, this “displaces” or postpones hydro generation and related
water rental costs. When Powerex purchases trade account energy from BC Hydro,
hydro generation is increased and water rental costs are incurred.

To correctly match expenses with domestic consumption, the cost of avoided
water rentals are assigned to Heritage cost of energy as if hydroelectric generation
had occurred and a deferred liability is established. Similarly, as trade account
energy is sold to Powerex, the water rental costs that are incurred are offset
against previously deferred amounts.

Displaced hydro is included as part of the Heritage Payment Obligation. As
displaced hydro is a notional concept the cost of the notional water rentals does
not impact consolidated energy costs. The offset to the Heritage energy costs is
shown as part of Non-Heritage energy costs (see lines 3 and 18 on Schedule B of
Appendix 3 to the Evidentiary Update).

Related to the concept of displaced hydro is Net sales to Powerex - Future Use
(line 20 on Schedule B of Appendix 3 to the Evidentiary Update). Please refer to the
response to BCOAPO IR 1.15.(a) for an explanation of Net Sales to

Powerex - Future Use.
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35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.14 What was the forecast deferred cost of the Procurement Enhancement
Initiative (PEI) in F20087? If no costs were planned, confirm. [Schedule
D]

RESPONSE:
No costs were planned for the PEI in the FO7/FO8 RRA NSA. In Order No. G-17-08,

the BCUC approved the creation of a regulatory account for the purpose of
deferring the expenditures incurred in F2008, plus interest, in relation to the PEI.
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.15 Explain any change in costs for PEI incurred in F2008.
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RESPONSE:

PEI costs incurred in F2008 were $7.3 million, as shown in the Evidentiary Update,
Appendix 1, Schedule 2.2, page 6, as compared to the $8.2 million forecast in both
the Application and BC Hydro’s application to the BCUC dated January 2, 2008 to
defer F2008 costs of the PEI.

The difference between the forecast and the actual costs of $0.9 million is due to a
slower than anticipated start to some aspects of the work due to the availability of
resources.
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35.0 TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.16 Provide the current forecast cost of the PEI with an explanation of any
changes in costs.

RESPONSE:

There were no changes in the Evidentiary Update in the forecast costs of the PEI.
Please see section 4.6.4.1 of the Application for the forecast costs of the PEI.
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TOPIC: 10. Cost of Energy

12. Operating Costs — Review of FO7/F08

45, Existing Deferral Accounts

55. Subsidiary Net Income

[Operating Costs/First Nations Settlements/Trade
Income/Cost of Energy/Major Maintenance/Strategic
Procurement]

Reference: Exhibit B-10, Appendix 1, Revenue Requirements Schedules;
Exhibit B-10, Appendix 3, Deferral Account Report; Exhibit B10, Page 22;

Explanation: BC Hydro has recorded actual or accrued First Nations
Settlement Provisions of $231.3 million in F2008, a variance of $224.5
million from the F2008 RRA. The amount of $231.3 million has been
recorded as a Regulatory Account addition. First Nations Costs were $5.7
million and $4.0 million over the F2008 RRA. The transfer of First Nations
Negotiations, Litigation and Settlement Costs to the deferral accounts was
$234.5 million or $230.6 million in excess of the F2008 NSA/Plan [Schedule
D]. The provision for First Nations settlements has been increased by
approximately $15 million per year due to the accretion on the F2008
provision discussed above. In addition, in the Application BC Hydro
included recoveries associated with expected First Nations settlements. In
accordance with BCUC Order No. G-11-08, BC Hydro must apply to the
BCUC for approval to recover costs associated with new First Nations
settlements. Accordingly, BC Hydro has removed from the Evidentiary
Update forecast recoveries associated with expected First Nations
settlements, which further increases the forecast First Nations net
transfers by approximately $1 million in F2009 and $4 million in F2010.

F2008 OM&A, net of the First Nations costs, was $35.1 million over the
NSA/Plan. It appears that a further $49.6 million in OM&A have been
deferred (see Note 1). Significant Unplanned Major Maintenance Costs
ranging from $0.5 million to $2.9 million and totaling $6.0 million have been
deferred as Heritage costs. [Schedule B, F]

Net Trade Income for F2008 was $82.7 million vs. $136.9 million in the
F2008 RRA.

3.35.17 Explain how, when all of the systems are existing BC Hydro software
modules, the completed cost of the PEI is in excess of $30 million.
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RESPONSE:

As described in the Business Case for the P2P implementation phase (Appendix H
pages 5 to 34) only arelatively small portion of the costs of this project relate to
software. The table under section 7.3 on page 22 of Appendix H indicates that the
amount of the project that relates to technology and software is approximately

15 per cent.

The majority of the project costs are to change existing processes and the way
that procurement transactions are handled throughout BC Hydro. The Business
Case describes the need to add or turn-on software modules that are not
presently used and provides information on the balance of the cost of this project.
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TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

1.0 TOPIC: Evidentiary Update
Reference: Page 18, Line 23

Has the Ministry of Finance made any revisions to the Jan. 2008 forecasts for interest rates and the US
dollar exchange rates since Jan. of 2008? If so, what changes have been made, and are they incorporated
into the revised financial statements?
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REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 3

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

2.0 TOPIC: Evidentiary Update
Reference: Page 18, Line 23

Can BC Hydro confirm that the Jan. 2008 financial forecasts from the Ministry of Finance were prepared
before almost all of the short-term interest rate cuts in Canada and the US were made in the last year?



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 3

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

3.0 TOPIC: Evidentiary Update
Reference: Page 24, Line 39

What is the present short-term interest rate BC Hydro would have to pay for new borrowings in July
2008? Please include any normal term time lengths that BC Hydro uses.



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 3

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

4.0 TOPIC: Evidentiary Update
Reference: Page 24, Line 24

Line 24 shows a revaluation of the US debt of $176.7 mil. Where in the financial statements is the
corresponding hedging amount shown and what is the amount?
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TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

5.0 TOPIC: Evidentiary Update
Reference: Page 25, Line 52

Please explain the specific items causing the differences in columns 7&8 of line 52 in schedule 8.0 of the
evidentiary update from columns 7&8 of the Appendix A schedule 8.0, line 49, of the Application.
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1.0 TOPIC: Evidentiary Update

Reference: Page 18, Line 23

Has the Ministry of Finance made any revisions to the Jan. 2008 forecasts
for interest rates and the US dollar exchange rates since Jan. of 20087 If

so, what changes have been made, and are they incorporated into the
revised financial statements?

RESPONSE:

No. Please also refer to the responses to BCUC IRs 3.188.4.1 and 3.188.4.2.
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2.0 TOPIC: Evidentiary Update

Reference: Page 18, Line 23
Can BC Hydro confirm that the Jan. 2008 financial forecasts from the

Ministry of Finance were prepared before almost all of the short-term
interest rate cuts in Canada and the US were made in the last year?

RESPONSE:

Please refer to the response to BCUC IR 1.93.3.2.1.
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3.0 TOPIC: Evidentiary Update

Reference: Page 24, Line 39

What is the present short-term interest rate BC Hydro would have to pay for
new borrowings in July 2008? Please include any normal term time lengths

that BC Hydro uses.

RESPONSE:

On July 11, 2008, new commercial paper borrowings would cost approximately

3.30 per cent for a 90-day term and 3.45 per cent for 180 days.
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4.0 TOPIC: Evidentiary Update
Reference: Page 24, Line 24

Line 24 shows a revaluation of the US debt of $176.7 mil. Where in the
financial statements is the corresponding hedging amount shown and what
is the amount?

RESPONSE:

The $176.7 million relates to the reduction in the carrying value of US$ debt as a
result of revaluing the debt for the change in the CDN$/US$ foreign exchange
rates from March 31, 2007 to March 31, 2008.

The corresponding amounts for the $176.7 million are included in the following
financial statement items:

Balance Sheet item $ million
Regulatory Liabilities (Foreign exchange gains on unhedged debt) 37.3
Derivative Financial Instrument Liabilities 61.8
Accumulated Other Comprehensive Income 77.6
176.7
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5.0 TOPIC: Evidentiary Update

Reference: Page 25, Line 52

Please explain the specific items causing the differences in columns 7&8 of
line 52 in schedule 8.0 of the evidentiary update from columns 7&8 of the
Appendix A schedule 8.0, line 49, of the Application.

RESPONSE:

The differences are caused by the change in forecast income on BC Hydro’s fixed
to variable interest rate swaps as a result of the change in the interest rate
assumptions as shown on Table 12 of the Evidentiary Update. Forecast income
from these swaps has increased as the fixed interest payments BC Hydro receives
from these swaps will remain unchanged but the variable interest BC Hydro pays
on these swaps will decline as short-term rates decline.





