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Closing
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Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.12.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

12.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: BC Hydro is proposing to continue to hedge electricity and
restart hedging natural gas in order to reduce volatility risk.

1.12.2  Confirm that BC Hydro refers to risk in the context of volatility and is

proposing to use hedging to reduce volatility and is not proposing that
hedging is an effective mechanism to reduce cost over time.

RESPONSE:

Confirmed.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.12.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

12.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: BC Hydro is proposing to continue to hedge electricity and
restart hedging natural gas in order to reduce volatility risk.

1.12.3 Discuss how the value of hedging is reduced as the recovery period of
the deferral account is increased.

RESPONSE:

The incremental effect of hedging will be to reduce the volatility of the Deferral
Account balances. Increasing the length of the recovery period will reduce the
impact on rates of the Deferral Account balances in a given year. Consequently,

the effects of hedging will have less of an impact on rates as the recovery period
increases.

Regardless of the length of the recovery period of the Deferral Accounts, hedging
is considered to provide incremental reduction in rate volatility.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.12.4 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Revised Response issued October 7, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-26
Application

12.0 TOPIC: 10. Cost of Energy

Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: BC Hydro is proposing to continue to hedge electricity and
restart hedging natural gas in order to reduce volatility risk.

1.12.4 At what amortization term is there little or no value of hedging to offset
volatility?

ORIGINAL RESPONSE:

With reference to the response to BCUC IR 1.23.5.14, BC Hydro investigated the impact
of deferral accounts and hedging on potential rate increases. Using a simplified
approach, the analysis examined the impact on rates for the highest 25 per cent
outcomes for cost of market transactions, as determined from the economic modeling of
system operations. The analysis initially assumed a five year clearing period and a

50 per cent level of hedged expected Domestic Market Transactions.

Results indicated that, as modeled, the benefit of hedging is estimated to be a reduction
of about 0.3 per cent in the proposed Deferral Account Rate Rider for the worst

25 per cent of possible outcomes (with a commensurate increase in the rider for years of
low energy cost). A second analysis indicated that, with no hedging, a similar impact on
rates would be achieved by extending the deferral account clearing period from five to
ten years.

Only the five-year clearing period was examined in the analysis with hedging. Though
not analyzed, it is anticipated that extending the deferral account clearing period to

ten years would likely reduce the benefit of hedging to a rate rider reduction of about
0.15 per cent for the worst 25 per cent of possible outcomes. In general, as the deferral
account clearing period increases, the benefits of hedging diminish.

REVISED RESPONSE:

Regardless of the length of the deferral account clearing period, hedging provides
an incremental reduction in rate volatility. The value of this reduction will diminish
with the increase in the length of the deferral account clearing period.

With reference to the revised response to CEC IR 2.9.1, BC Hydro estimates that a
deferral account clearing period of approximately ten years would provide similar
benefits in rate volatility reduction as a five-year deferral account clearing period
combined with a hedging program based on the assumptions laid out in the
revised response to BCUC IR 1.23.5.14.



12.0 TOPIC:

Joint Industry Electricity Steering Committee
Information Request No. 1.12.5 Dated: March 25, 2008

British Columbia Hydro & Power Authority
Response issued April 23, 2008

Page 1
of 1

British Columbia Hydro & Power Authority

BC Hydro F2009 and F2010 Revenue Requirements
Application

Exhibit:
B-5

Reference:

Explanation:

10. Cost of Energy
Exhibit B-1, Page 3-18 to 3-20

BC Hydro is proposing to continue to hedge electricity and
restart hedging natural gas in order to reduce volatility risk.

1.12.5 If the amortization period for the cost of energy deferral accounts was set
at 8, 9 and 10 years respectively, what percentage rate rider, assuming a
constant percentage, would be appropriate for each of the amortization

periods?

RESPONSE:

Based on forecast F2009 revenues, and the forecast F2009 interest rate applied to
the Deferral Account balances of 6.72 per cent, the percentage rate riders would

be as follows:

Recovery Period (Years)

1 2 3 4 5 6 7 8 9 10

() () ) ) () % (0 (0 %) ()

50 18| 09| 06| 05| 04] 03] 03| 03| 02| o2
100 35| 18| 12| 10| o8| 07| 06| 05| 05| o5
150 53| 27| 19| 14| 12| 10| 09| o8| 07| o7
200 70| 36| 25| 19| 16| 14| 12| 11| 10| o009
= 250 88| 45| 31| 24| 20| 17| 15| 14] 12| 12
2 300 | 105| 54| 37| 29| 24| 20| 18] 16| 15| 14
E 350 | 123| 63| 44| 34| 28| 24| 21| 19| 17| 16
% 400 | 140| 72| 50| 39| 32| 27| 24| 22| 20| 18
S 450 | 158| 81| 56| 43| 36| 31| 27| 24| 22| 21
S 500 | 175| 90| 62| 48| 40| 34| 30| 27| 25 23
o 550 | 193] 99| 68| 53| 44| 38| 33| 30| 27| 25
c 600 | 210 108| 75| 58| 48| 41| 36| 33| 30| 28
§ 650 | 228| 11.8] 81| 63| 52| 44| 39| 35| 32| 30
700 | 245| 127| 87| 67| 56| 48| 42| 38| 35| 32
750 | 26.3| 136| 93| 72| 60| 51| 45| 41| 37| 35
800 | 280 145| 100| 77| 64| 55| 48| 43| 40| 37
850 | 298| 154 | 106| 82| 68| 58| 51| 46| 42| 39
900 | 315 163 11.2| 87| 71| 61| 54| 49| 45| 42
950 | 333| 172| 11.8| 91| 75| 65| 57| 52| 47| 44
1,000 | 350| 181 124| 96| 79| 68| 60| 54| 50| 46




Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.13.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

13.0 TOPIC: 9. Load and Energy Forecast

10. Cost of Energy
Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: The matter of revenue losses and cost of energy due to grow-
OpsS were an issue in previous revenue requirement
proceedings. The current Application does not address the
status of grow-op related activities.

1.13.1 Provide copies of any internal studies and reports prepared since
F2004 related to grow-ops.

RESPONSE:

The attached document was recently prepared for a presentation given by BC
Hydro to a group of law enforcement officials. It provides an overview of

BC Hydro’s “grow-op” and energy diversion related activities. Some text on
methods of detection and pictures that detail actual instances of energy diversion
have been redacted, because release of information of this nature would
compromise BC Hydro’s ongoing efforts to mitigate the financial, safety and
security risks associated with energy diversion.
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Presenter
Presentation Notes
Firemen were attending many fires that were electrical diversions and it created a safety concern.  Surrey was attending about 1 per month. Grow-ops 3-4xs more likely to catch fire. 2003- 8.7% of Surrey’s 173 house fires were expressly attributed to grow op related electrical problems



The evidence was overwhelming that the large majority, if not all, electrical diversions were grow ops and the create a significant fire hazard.  Diversions are in fact more unsafe than paid high consumption



Agreement was reached by all parties that a change in the Safety Standards Act was required to address the concerns.
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Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.13.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

13.0 TOPIC: 9. Load and Energy Forecast

10. Cost of Energy
Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: The matter of revenue losses and cost of energy due to grow-
OpsS were an issue in previous revenue requirement
proceedings. The current Application does not address the
status of grow-op related activities.

1.13.2 Has BC Hydro entered into any incentive programs with Accenture or
undertaken any of its own initiatives to detect, prosecute and recover
costs of grow-ops? Provide details.

RESPONSE:

BC Hydro entered into a gainsharing arrangement with ABSU for F2006. This
arrangement was not renewed. However, BC Hydro is working with ABSU, law
enforcement and safety officials to implement improved measures to combat
energy diversion. The attached extract from BC Hydro’s website outlines some of
the initiatives that BC Hydro is undertaking and includes a partnership with Crime
Stoppers to enable BC Hydro to receive anonymous tips on suspected energy
diversions associated with grow-ops.



JIESC IR 1.13.2 Attachment 1

MARIJUANA GROW-OPS, SAFETY AND ELECTRICAL THEFT

BC Hydro, local governments and law enforcement are all working to put a stop
to marijuana grow-ops in residential neighbourhoods. With your help, we can do
better in the fight against operations that steal electricity and are a threat to
public safety and B.C.'s conservation efforts.

Problems associated with marijuana
grow-ops include:

theft in British Columbia is
related to marijuana grow
operators who seek to avoid
detection from law enforcement
or electrical and fire safety
officials.

« Safety issues: Marijuana grow-
ops create safety risks for A ST
BC Hydro employees, first e
responders and the public.

« Damage to the grid: Power surges and electrical system failure due to
high loads can cause power outages and damage to BC Hydro equipment
and infrastructure, including the premature failure of distribution
transformers.

o Electricity waste: lllegitimate consumption of electricity by marijuana grow-
ops is a waste of electricity and an affront to the conservation efforts of
legitimate customers.

For more information about marijuana grow operations, please visit the RCMP's
grow-op information pages or check out this grow-ops backgrounder [PDF, 92 kb].

If you suspect a marijuana grow-op in your neighbourhood

If you suspect a premise is being used to grow marijuana, or that a property has
a bypassed electric meter, contact local police. Or if you wish to remain
anonymous, contact Crime Stoppers at 1 800 222-TIPS (8477) or online at
www.bccrimestoppers.com. At Crime Stoppers, you do no have to give your
name or telephone number, and you will not have to testify in court. Crime
Stoppers tipsters may be eligible for a cash reward upon an arrest and charge.

CRIMIE i
STOPPERS

How BC Hydro is helping in the fight against grow-ops

Page 1 of 2


http://www.bccrimestoppers.com/�
http://www.rcmp-grc.gc.ca/fio/growops_e.htm
http://www.rcmp-grc.gc.ca/fio/growops_e.htm
http://www.bchydro.com/rx_files/safety/safety46140.pdf
http://www.bchydro.com/redirect/redirect53791.html

JIESC IR 1.13.2 Attachment 1

BC Hydro partners with police, fire safety inspectors and municipalities to stop
marijuana grow operations. To combat this serious problem, we have four
strategies underway:

1. BC Hydro aggressively pursues the theft of electricity
Using our own investigators, BC Hydro employs a team of ex-law
enforcement officers who aggressively pursue electricity theft and meter
tampering. Where thefts are confirmed, BC Hydro lays complaints with law
enforcement agencies, which in turn obtain search warrants and
recommend charging suspects. Over the last three years, we have shut
down more than 1,500 electrical diversions, recovering $5 million in lost
revenue. All of these diversions have been associated with grow-ops.

2. Partnering with Crime Stoppers
Our investigators also receive addresses of suspected grow-ops reported
to Crime Stoppers. This information assists our investigators in confirming
energy thefts and recovering funds.

3. Supporting the police
As required under the Freedom of Information and Protection of Privacy
Act, BC Hydro responds to more than 5,000 requests a year from police,
providing consumption information on specific locations in connection with
ongoing criminal investigations of suspected grow-ops. We respond to
requests within 24 hours.

4. Working with local government safety officials
Under provisions of the Safety Standards Act, BC Hydro supports local
governments by providing data on residences with unusually high
electricity consumption. So far, more than a dozen local governments
have registered to receive consumption data from BC Hydro, and six
governments have launched electrical fire safety inspection programs that
target grow-ops in residential neighbourhoods. These programs enable
electrical and fire safety officials to inspect and effectively shut down grow-
ops in residences to mitigate safety risks.

Page 2 of 2



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.13.3 Dated: March 25, 2008 of 2
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

13.0 TOPIC: 9. Load and Energy Forecast

10. Cost of Energy
Reference: Exhibit B-1, Page 3-18 to 3-20

Explanation: The matter of revenue losses and cost of energy due to grow-
OpsS were an issue in previous revenue requirement
proceedings. The current Application does not address the
status of grow-op related activities.

1.13.3 What are the current estimates of BC Hydro of:
e  Sales and revenues related to grow-ops
. Revenue losses and cost of energy increases due to grow-ops
o  Effect of grow-ops on BC Hydro demand

e  The effect of grow-ops on the upper level of annual residential
demand distribution

e  The effect on grow-ops on the residential average consumption

RESPONSE:

As grow-ops are an illegal activity and often steal electricity, BC Hydro is unable
to provide detailed information or analysis. However, it is BC Hydro’s high level
estimate that total consumption by grow-ops (including both paid usage and theft)
is in excess of 1,000 GWh per year. In the FO7/FO8 RRA, BC Hydro estimated that
losses due to theft, for the period F2002 to F2006, ranged from 275 to 525 GWh per
year, with an approximate value of $16 to $33 million per year. The table below
provides summary statistics on energy diversion investigations by ABSU security
on behalf of BC Hydro from F2004 to F2008.

F2004 F2005 F2006 F2007 F2008
Actual Actual Actual Actual Actual
Investigations 3,258 2,798 3,834 3,650 4,159
Theft Confirmed 657 550 550 430 594
Revenue Back-Billed ($ million) 2.3 2.7 3.1 2.6 3.4
Revenue Recovered ($ million) 1.4 1.2 1.7 1.4 15




Joint Industry Electricity Steering Committee Page 2
Information Request No. 1.13.3 Dated: March 25, 2008 of 2
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

The attached graph outlines how the number of residential accounts with
consumption in excess of 93 KWh per day, as defined in the Electrical Safety
Regulation, has changed between 2006 and 2007. This threshold is roughly three
times the consumption of the average residential customer. It would not, however,
be appropriate to infer that all of these locations and their associated electricity
consumption are related to grow-ops. There are many legitimate uses for large
guantities of electricity such as seasonal electric space heating, heated swimming
pools, large homes, multiple tenant dwellings, and legal agricultural activities.

Number of Residential Accounts with Unusually High Consumption as
Defined by the Electrical Safety Regulation (August 2007 vs. August 2006)
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Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.14.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

14.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-4, 4-5

Explanation: Over F2007 and F2008 BC Hydro removed 1.5 million beetle-killed tress
that could have otherwise fallen onto overhead power lines.

1.14.1 What was the revenue received from the beetle-killed timber harvested?

RESPONSE:

BC Hydro received $0.3 million and $0.5 million from harvested beetle-killed timber in F2007
and F2008 respectively.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.14.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

14.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-4, 4-5

Explanation: Over F2007 and F2008 BC Hydro removed 1.5 million beetle-killed
tress that could have otherwise fallen onto overhead power lines.

1.14.2 When did BC Hydro become aware that the mountain pine beetle had infested
the trees along its rights-of-way?

RESPONSE:

BC Hydro became aware of the pine beetle issue early in 2004. As BC Hydro’s regular
Vegetation Management Program includes the removal of trees that threaten the
distribution lines, BC Hydro continued to monitor the situation and initiated the

MPB Program in the summer of 2005 when it became evident that the regular Vegetation
Management Program was not able to manage the MPB risk.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.14.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

14.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-4, 4-5

Explanation: Over F2007 and F2008 BC Hydro removed 1.5 million beetle-killed
tress that could have otherwise fallen onto overhead power lines.

1.14.3 Was there any revenue loss due to degradation and loss in value of the timber
resulting from the delay in removing the infested trees?

RESPONSE:

There was no delay in the removal of infested trees that threaten the distribution lines and
therefore no associated revenue loss. Please refer to the response to JIESC IR 1.14.2.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.15.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

15.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-6

Explanation: DSM activities since 2001 have achieved cumulative energy savings
of 2,600 GWh per year at the end of F2007 and are forecast to achieve
savings of 2,800 GWh per year by the end of F2008.

1.15.1 Reconcile the estimated DSM savings with the growth in residential use per
customer.

RESPONSE:

DSM has reduced the rate of growth in the residential use per account but has not
eliminated that growth. The average annual compound growth rate in the use per account
from F2002 to F2007 would have been about 1.0 per cent without DSM and was

0.4 per cent with DSM.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.15.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

15.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-6

Explanation: DSM activities since 2001 have achieved cumulative energy
savings of 2,600 GWh per year at the end of F2007 and are
forecast to achieve savings of 2,800 GWh per year by the end of
F2008.

1.15.2 Can BC Hydro provide a statistical level of confidence for the estimated
level of DSM savings?

RESPONSE:

BC Hydro carries out measurement and verification activities and ex-post evaluations
to support accurate estimates of actual DSM savings. Some of these activities involve
statistical methods that produce statistical confidence levels, while others involve
guantitative methods that do not lend themselves to producing statistical confidence
levels. As such, BC Hydro is unable to provide statistical confidence levels for
estimates of total DSM savings.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.15.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

15.0 TOPIC: 12. Operating Costs — Review of FO7/F08

Reference: Exhibit B-1, Page 4-6

Explanation: DSM activities since 2001 have achieved cumulative energy
savings of 2,600 GWh per year at the end of F2007 and are
forecast to achieve savings of 2,800 GWh per year by the end
of F2008.

1.15.3 Has BC Hydro considered the possibility that the estimated DSM
savings are too high?

RESPONSE:

BC Hydro believes its DSM savings estimates are accurate because of: a) the
detail and rigour that goes into estimates of forecast DSM savings; b) the
measurement, verification and ex-post evaluation that supports accurate
estimates of actual DSM savings; and c) in the case of forecast savings at the end
of F2008, the savings that have already been achieved in F2008.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.16.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

16.0 TOPIC: Deferral Accounts

45, Existing Regulatory Accounts

46. Proposed Regulatory Accounts

60. Revenue Requirements Schedules
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 6-4

Explanation: BC Hydro is proposing to transfer the deferred storm damage
costs to the NHDA and include sales variances in the NHDA.
The HDA and NHDA are Cost of Energy deferral accounts.

1.16.1 Provide the rationale for including revenue variances and storm
damage costs with cost of energy deferral accounts.

RESPONSE:

The majority of the costs and revenues recorded in the HDA and NHDA are related
to supplying energy to customers. The cost of load variance net of changes in
domestic revenues is directly related to supplying energy to customers, and
recording such variances in the NHDA is consistent with the existing use of the
account.

In addition to variances in the cost of energy, BC Hydro also records in the HDA
unplanned major maintenance and capital costs related to the Heritage
Resources, and amortization of unplanned deferred First Nations related costs. In
the NHDA, BC Hydro also records unplanned major capital costs related to the
distribution system, and founding partner benefits and CIS credits under the
contract with ABSU. Including storm damage restoration costs related to the
distribution system in the NHDA is consistent with the existing items included in
the HDA and NHDA.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.17.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and costs
were eliminated by the top-down and bottom-up budget process.
BC Hydro employed a formula approach and then added
activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.1  Provide the functional/departmental budgets for OM&A that were submitted
to the Board of Directors for approval for F2009 and F2010.

RESPONSE:

The Board of Directors does not approve the operating cost budget at the functional
or department level. The Board of Directors approves BC Hydro’'s total consolidated
operating costs.

Please refer to the response to BCUC IR 1.115.1 for budget information at the
department level.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.17.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and costs
were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.2 Identify where the approved OM&A budget varies from the Application.

RESPONSE:

The Board-approved operating cost budget is the same as included in the
Application.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.17.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.3 Identify the OM&A activities and costs in F2007 and F2008 that were
no longer required to run the business.

RESPONSE:

Please refer to the response to BCUC IR 1.47.1.1.
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BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.4 Does BC Hydro accept that prior to an incentive type approach to
setting OM&A costs, it is important to review the costs and establish a
base level of costs to develop the level of future costs?

RESPONSE:

BC Hydro is of the view the base level of costs to develop the level of future costs
has already been thoroughly reviewed in the FO5/F06 RRA and FO7/F08 RRA.
Therefore, BC Hydro considers that the approved F2008 revenue requirement is a
reasonable starting point for BC Hydro’s F2009 and F2010 budgeting process.

BC Hydro is not proposing an incentive approach to setting its revenue
requirement.
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17.0 TOPIC: 12. Operating Costs — Planning Process Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.5 How did BC Hydro determine that a productivity factor of one-half
inflation was appropriate?

RESPONSE:

Please refer to the response to BCUC IR 1.43.1.
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17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.6 Is BC Hydro familiar with the use of higher productivity factors initially
when a formula approach is employed?

RESPONSE:

Please refer to the response to BCUC IR 1.43.1.
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17.0 TOPIC: 12. Operating Costs — Planning Process Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.7 Did BC Hydro review its costs to determine what costs were fixed and
what costs were subject to inflation? Provide the analysis.

RESPONSE:

Please refer to the response to BCUC IR 1.43.1.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.8 Explain the value of using a formula approach if the result is then
increased materially for new on-going and fixed-term initiatives.

RESPONSE:

Please refer to the response to BCUC IR 1.43.1.
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17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and costs
were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.9 Why did BC Hydro select F2003 as the year used to determine an
average annual increase of one per cent?

RESPONSE:

BC Hydro selected F2004 not F2003 as the year used to determine an average annual
increase (see page 4-13, lines 23-25 of the Application). F2004 was selected as this
information was readily available based work that was done for an IR in the

FO7/F08 RRA that normalized operating costs back to F2004.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program

progresses, and are expected to be approximately $10 million over the

program period.

1.17.10 Provide a history of OM&A costs from F2003 to F2010.

RESPONSE:

Please refer to the response to BCUC IR 1.47.2.
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17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program

progresses, and are expected to be approximately $10 million over the

program period.

1.17.11 What is the program period for the resiliency initiative?

RESPONSE:

The program period for the resiliency initiative is five years, from F2008 to F2012.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.17.12 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the
program period.

1.17.12 Where have the resiliency program initiatives benefits been reflected
in the operating costs?

RESPONSE:

The benefits from the system resiliency plan have been netted against the cost.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and costs were
eliminated by the top-down and bottom-up budget process. BC
Hydro employed a formula approach and then added activities and
costs.

The annual benefits are expected to accrue proportionately as the program
progresses, and are expected to be approximately $10 million over the program
period.

1.17.13 What initiatives, if any, has BC Hydro undertaken to push decision making
down through delegation and policies in the organization?

RESPONSE:

In section 4.6.4 of the Application, BC Hydro has described two key initiatives that it is
undertaking in the test period to improve business processes and reduce costs. These
initiatives are the Procurement Enhancement Initiative and the EARG Capital
Improvement Process. Any operating cost reductions within the test period are netted
against the costs of the initiatives and there are expected to be additional benefits in
future years which will reduce future capital or operating expenditures. These initiatives
will provide the structure to delegate authority, where applicable, to operational
management while providing internal controls and reports to ensure appropriate
safeguarding of the company’s assets.

In addition, as discussed in section 6.6.2 of the Application and, pending Board approval,
BC Hydro intends to bring forth to the BCUC a further productivity initiative within the
Field Operations business group that is expected to achieve similar benefits.

BC Hydro’s existing financial policies and procedures have always allowed for various
forms of delegation of decision making and payment approval to managers within the
company. These policies and procedures ensure that the appropriate people have the
authority to make decisions and that there continues to be the appropriate controls in
place. While BC Hydro cannot quantify the cost savings as aresult of delegation of
decision making, it does demonstrate BC Hydro’s commitment to appropriate
management.
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17.0 TOPIC: 12. Operating Costs — Planning Process
Capital

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 4-8 to 4-15; Page 5-29; Page 6-16, 6-17

Explanation: The Application does not indicate that any activities and
costs were eliminated by the top-down and bottom-up budget
process. BC Hydro employed a formula approach and then
added activities and costs.

The annual benefits are expected to accrue proportionately as the program

progresses, and are expected to be approximately $10 million over the

program period.

1.17.14 What effect would delegation of decision making have on productivity?

RESPONSE:

Please refer to the response to JIESC IR 1.17.13.
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British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5

Application

TOPIC:

Reference:

Explanation:

. direct cost reductions and annual savings (i.e., measurable bottom-line
impact). These benefits originate from increased early payment discounts

15. Initiatives

26. Initiatives — Procurement Enhancement

45, Existing Regulatory Accounts

Exhibit B-1, Page 4-16; Page 4-28; Appendix H

The Procurement Enhancement Initiative (PEI) costs are identified
in Table 4-2. Costs in F2009 and F2010 are $19.5 and $3.0 million.
The PEIl is expected to yield the following benefits:

with vendors and increased rebates from BC Hydro’s Corporate Card
provider;

o productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and

automate many processes, freeing employees from paper-based, manual
processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and BC
Hydro anticipates productivity savings of $2.5 million per year beginning in
F2011. Ongoing incremental operating costs for the new Chief Procurement
Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case. The

table on page 11 identifies costs to F2011 of $34.4 million, direct cost reductions
of $0.3 million and strategic sourcing benefits of $2.0 million in F2009, rising to

$20.0 million

per year.

1.18.1  Explain the cost differences between the business case and the revenue
requirements application.

RESPONSE:

Two tables are provided below which explain the differences between the amounts

included in the Application for PEI and the amounts appearing in the P2P component of

the PEIl in the business case.
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BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

A. Reconciliation of the Application to the P2P business case:

Per the Application: F2009 F2010

($ million) | ($ million)
Table 4-2 Operating initiatives (page 4-16) 19.5 3.0
Table 5-7 IT Capital Expenditures (page 5-18) 4.8 0.0
Total 24.3 3.0
Less: Operating costs for new CPO office 1.0 1.0
Total 23.3 2.0
Less: Difference in IDC between the 0.3 0.0
Application and the business case
Per business case (Appendix H page 11) 23.0 2.0

B. Reconciliation of P2P business case to cost benefit analysis of PEI

The table below provides areconciliation of the P2P business case amount of
$27.176 million on page 2 of the business case and the cost/benefit analysis table for
PEI (strategic sourcing and P2P) on page 11 of the business case of $36.4 million (not
$34.4 million as indicated in the question).

The total P2P costs are $28.4 million, comprising the $27.176 million described on the
table on page 2 and $1.2 million for Phase 1 - Assessment identified in line 1 of page 2.
The $1.2 million for Phase 1 was expensed in F2007 and therefore was not included in
the business case. The business case for the P2P project did not include the approval
required for strategic sourcing. However, both of these items were included in the
estimate of the overall costs and benefits for P2P and thus are in the table on page 11 of
the business case.

The business case is BC Hydro's internal funding request to proceed with P2P
implementation. PEI also includes strategic sourcing costs of $8.0 million which have
previously been approved by BC Hydro’s Board and the expensed P2P Phase 1 costs of
$1.2 million for a total cost of $36.4 million.

This is illustrated on the cost/benefit analysis table on page 11 which shows costs of
$36.4 million: P2P $28.4 million (implementation $25.0; design $2.2; assessment $1.2)
and strategic sourcing $8.0 million.
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Application
Costs
P2P ($ million)
Assessment and Design
Assessment 1.2
Design 2.2
3.4
Implementation 25.0
Total P2P (page 11) 28.4
Less:
Assessment (expensed in F2007) 1.2
P2P business case (deferred amount) (Page 2) 27.2
Strategic Sourcing (page 11) 8.0
Total Procurement Enhancement (deferred) 35.2
P2P Assessment phase previously expensed 1.2
Total Procurement Enhancement (page 11) 36.4
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following
benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

. productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and
BC Hydro anticipates productivity savings of $2.5 million per year
beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.
The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.2  Are all of the computer hardware and software requirements included in
the PEI costs?

RESPONSE:

Yes. Please refer to the responses to JIESC IRs 1.18.1 and JIESC 1.18.2.
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following
benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

° productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and
BC Hydro anticipates productivity savings of $2.5 million per year
beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.
The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.3 What is the expected life of the software and hardware for the PEI
initiative?

RESPONSE:

The economic life of software for PEI is expected to be ten years. There is no
additional hardware associated with the PEI.
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following
benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

. productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and
BC Hydro anticipates productivity savings of $2.5 million per year
beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.
The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.4 Does the PEI business case include the cost of:

e  Software maintenance and upgrades?

¢  Hardware replacement?

RESPONSE:
The technology component of the business case is relatively small ($3.4 million).

The PEIl is leveraging off existing technology used by BC Hydro and is mostly
using existing software modules more effectively or is adding a few modules
where required. Where modules are being added the costs of ongoing
maintenance is reflected in the business case.



Joint Industry Electricity Steering Committee Page 1
Information Request No. 1.18.5 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority

Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5

Application

18.0 TOPIC:

Reference:

Explanation:

15. Initiatives

26. Initiatives — Procurement Enhancement

45, Existing Regulatory Accounts

Exhibit B-1, Page 4-16; Page 4-28; Appendix H

The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following

benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

° productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and

BC Hydro anticipates productivity savings of $2.5 million per year

beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.

The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.5 Where are the strategic sourcing benefits included in the Application?

RESPONSE:

Please refer to the response to CEC IR 1.4.1.
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are identified in
Table 4-2. Costs in F2009 and F2010 are $19.5 and $3.0 million. The
PEl is expected to yield the following benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-line
impact). These benefits originate from increased early payment discounts
with vendors and increased rebates from BC Hydro’s Corporate Card
provider;

o productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and automate
many processes, freeing employees from paper-based, manual processes
so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and BC
Hydro anticipates productivity savings of $2.5 million per year beginning in F2011.
Ongoing incremental operating costs for the new Chief Procurement Office ... are
$1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case. The table
on page 11 identifies costs to F2011 of $34.4 million, direct cost reductions of $0.3
million and strategic sourcing benefits of $2.0 million in F2009, rising to $20.0
million per year.

1.18.6 How have the benefits been committed to and how will they be reflected in
future budgets?

RESPONSE:

Please refer to the responses to BCUC IR 1.64.1 and CEC IR 1.4.1 for how the benefits
from strategic sourcing are and will be reflected in future budgets.

The productivity benefits from P2P will be reflected in individual business group budgets
in F2011 and subsequent years by a specific dollar reduction to those budgets. Such
reductions should reflect the expected savings to the group from the P2P
implementation and the process improvement benefits. No reduction is being made for
F2010 as this is the first year for deployment and will include a significant effort for
training, education and embedding the necessary changes throughout the company.
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18.0 TOPIC:

Reference:

Explanation:

15. Initiatives

26. Initiatives — Procurement Enhancement

45, Existing Regulatory Accounts

Exhibit B-1, Page 4-16; Page 4-28; Appendix H

The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following

benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

° productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and

BC Hydro anticipates productivity savings of $2.5 million per year

beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.

The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.7 How will the benefits be measured and proven?

RESPONSE:

Please refer to the response to BCUC IR 1.81.2.
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are identified in
Table 4-2. Costs in F2009 and F2010 are $19.5 and $3.0 million. The
PEl is expected to yield the following benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-line
impact). These benefits originate from increased early payment discounts
with vendors and increased rebates from BC Hydro’s Corporate Card
provider;

o productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and automate
many processes, freeing employees from paper-based, manual processes
so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and BC Hydro
anticipates productivity savings of $2.5 million per year beginning in F2011.
Ongoing incremental operating costs for the new Chief Procurement Office ... are
$1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case. The table
on page 11 identifies costs to F2011 of $34.4 million, direct cost reductions of $0.3
million and strategic sourcing benefits of $2.0 million in F2009, rising to $20.0
million per year.

1.18.8 Provide the organization chart for the Chief Procurement Office.

RESPONSE:

The organization chart for the Chief Procurement Office as at April 11, 2008 is shown
below:
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18.0 TOPIC: 15. Initiatives

26. Initiatives — Procurement Enhancement
45, Existing Regulatory Accounts
Reference: Exhibit B-1, Page 4-16; Page 4-28; Appendix H

Explanation: The Procurement Enhancement Initiative (PEI) costs are
identified in Table 4-2. Costs in F2009 and F2010 are $19.5
and $3.0 million. The PEIl is expected to yield the following
benefits:

. direct cost reductions and annual savings (i.e., measurable bottom-
line impact). These benefits originate from increased early payment
discounts with vendors and increased rebates from BC Hydro’s
Corporate Card provider;

. productivity improvements through savings in employee effort to
accomplish procurement tasks. PEI will simplify, standardize and
automate many processes, freeing employees from paper-based,
manual processes so they can concentrate on primary functions;

The full PEI process is expected to be rolled out at the end of F2009, and
BC Hydro anticipates productivity savings of $2.5 million per year
beginning in F2011. Ongoing incremental operating costs for the new
Chief Procurement Office ... are $1 million per year.

The total expenditures are $27,176 ($27.2 million) per the business case.
The table on page 11 identifies costs to F2011 of $34.4 million, direct cost
reductions of $0.3 million and strategic sourcing benefits of $2.0 million in
F2009, rising to $20.0 million per year.

1.18.9 Provide the NPV/payback with the following assumptions:

e The development and implementation costs are exceeded by 20%

There are no direct cost reductions and strategic sourcing benefits
e The incremental costs increase to $2 million per year
o  The life of the software and hardware is 7 years

e  Future costs are updated to reflect those costs identified in
response to 16.4 above

RESPONSE:

The Cost/Benefit analysis table on page 11 of the business case has been revised
to reflect the impact of all the bulleted items above.
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Bullet 4 does not impact the table as with a seven year life new hardware and
software would be acquired in F2017.

The reference in bullet 5 has been assumed to be “18.4 above” rather than
“16.4 above” as there is no 16.4. These costs, as applicable, are already reflected

in the table and thus no further adjustment has been made.

NPV | NPV

@ |@
$ million 5.25% | 8% Nominal | FO7 | FO8 | FO9 | F10 | F11 | F12 | F13 | F14 | F15 | F16
Benefits
Direct Cost 0.0 0.0 0.0 - - -
Reduction
Strategic 0.0 0.0 0.0
Sourcing
Productivity 25 2.3 3.0 05| 05| 05| 05| 05| 05
Costs
Assessment & (3.3) | (3.2 3.4) | 1.2) | (2.2) - - - - - - - -
Design
Implementation | (27.3) | (26.0) (30.0) -1 (4.8) | (25.2) - - - - - - -
Strategic (7.1) | (6.6) (8.0) -1 (.0)| (2.0)| (2.0) | (2.0) - - - - -
Sourcing
Net Benefits (35.1) | (33.6) (384) | (1.2) | (9.0) | (27.2) | (2.0) | (0.5) | 05| 05| 05| 05| 0.5
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:

. Aging assets

. Capacity constraints

. Labour market pressures
. High construction costs

Other drivers include:

. Resiliency initiative

. Properties — Rebuilding, Revitalization, Corporate
Executive management made reductions to the bottom-up capital
expenditure plans in recognition of the labour resource constraints facing

the organization.

1.19.1 Provide the dollar impact on capital expenditures of the key and other
drivers above.

RESPONSE:

The key drivers described are meant to provide context for the Application and
should be taken as a whole. Given the significant interrelationships between the
key drivers, the dollar component of each key driver cannot be separated.

Information on the properties and system resiliency plans are provided in
sections 5.5.8.1 and 5.5.10.2, respectively, of the Application.
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:

. Aging assets

. Capacity constraints

. Labour market pressures
. High construction costs

Other drivers include:
. Resiliency initiative
. Properties — Rebuilding, Revitalization, Corporate

Executive management made reductions to the bottom-up capital
expenditure plans in recognition of the labour resource constraints facing
the organization.

1.19.2 Did BC Hydro consider contractor and material supply constraints when
reviewing the capital plan? What were the conclusions?

RESPONSE:

Yes. As noted on page 5-6, line 17-20 of the Application, BC Hydro made
reductions to the bottom-up capital expenditure plans in recognition of labour
resource constraints, both internal and external. Capital expenditure plans in the
Application also recognize material supply constraints particularly for
transformers.
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:

. Aging assets

. Capacity constraints

. Labour market pressures
. High construction costs

Other drivers include:

. Resiliency initiative

. Properties — Rebuilding, Revitalization, Corporate
Executive management made reductions to the bottom-up capital
expenditure plans in recognition of the labour resource constraints facing

the organization.

1.19.3 How did BC Hydro take into account the construction and high cost
environment in the development of the capital plan and priorities?

RESPONSE:

In estimating the costs of projects included in the F2009 and F2010 capital plans,
BC Hydro took into account the anticipated construction material and contractor
cost increases over the F2008 levels.
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:

. Aging assets

. Capacity constraints

. Labour market pressures
. High construction costs

Other drivers include:
. Resiliency initiative
. Properties — Rebuilding, Revitalization, Corporate

Executive management made reductions to the bottom-up capital
expenditure plans in recognition of the labour resource constraints facing
the organization.

1.19.4  Were resource constraints and costs considered in the properties
initiatives? How?

RESPONSE:

Balancing business needs, costs, and resource constraints is done by BC Hydro
in the normal course of business and is a continuous process during the planning
stages. As aresult of the bottom-up capital expenditure plan review process, the
initial request was reduced by $50 million for F2009 and F2010 from the initial
funding request.
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:

. Aging assets

. Capacity constraints

. Labour market pressures
. High construction costs

Other drivers include:

. Resiliency initiative

. Properties — Rebuilding, Revitalization, Corporate
Executive management made reductions to the bottom-up capital
expenditure plans in recognition of the labour resource constraints facing

the organization.

1.19.5 What is the severe storm frequency been historically stated as: once in
years?

RESPONSE:
Please refer to the response to BCUC IR 1.85.2.

The frequency of storms greater than $2 million per year over the last five years is
1.6 storms per year.
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19.0 TOPIC: 29. Capital — Key Drivers

46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Page 5-1, 5-6; Page 5-27 to 5-31

Explanation: The key drivers for capital are:
. Aging assets
. Capacity constraints
. Labour market pressures
. High construction costs

Other drivers include:
. Resiliency initiative
. Properties — Rebuilding, Revitalization, Corporate

Executive management made reductions to the bottom-up capital

expenditure plans in recognition of the labour resource constraints facing
the organization.

1.19.6  Explain why BC Hydro should not assume the risk of storm damage or
a higher risk when BC Hydro is developing and implementing the

resiliency initiative and recovering the costs from ratepayers.

RESPONSE:

BC Hydro has proposed an increase to the cost threshold for a major storm to
qualify for deferral account treatment from $1 million to $2 million. If approved,
BC Hydro will be assuming a higher financial risk. With the completion of the
System Resiliency Plan, BC Hydro is also assuming a higher storm risk as it will
reguire a higher magnitude storm to cause the same financial damage to plant
after the Storm Resiliency Plan is complete.

Please also refer to the response to BCUC IR 1.84.2.
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20.0 TOPIC: 46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Page 6-15, 6-16

Explanation: BC Hydro is applying for a deferral account for Capital
Investigation Costs.

1.20.1 Describe the types of capital investigations contemplated to be included
in the deferral account.

RESPONSE:

Capital Project Investigation (CPI) costs are those incurred to investigate and
evaluate alternatives for generation projects. The investigations and evaluations
relate to engineering, site investigations, environmental and social evaluations
and obtaining First Nations and stakeholder inputs.
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20.0 TOPIC: 46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Page 6-15, 6-16

Explanation: BC Hydro is applying for a deferral account for Capital
Investigation Costs.

1.20.2  Are the costs incremental or internal BC Hydro costs?

RESPONSE:

BC Hydro utilizes both internal and external resources to carry out capital
investigations. The mix is project specific and is dependent upon both the particular
expertise required and the availability of internal and external resources.
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20.0 TOPIC: 46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Page 6-15, 6-16

Explanation: BC Hydro is applying for a deferral account for Capital
Investigation Costs.

1.20.3 How will the cost of the various investigations be segregated and
reported?

RESPONSE:

BC Hydro records CPI costs in a general ledger account separate from the
associated capital asset.

Please refer to the response to BCUC IR 1.86.1 for more information on BC Hydro’s
financial statement presentation methodology.
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20.0 TOPIC: 46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Page 6-15, 6-16

Explanation: BC Hydro is applying for a deferral account for Capital
Investigation Costs.

1.20.4 How will the Commission and ratepayers determine if the deferral of the
costs are appropriate?

RESPONSE:

BC Hydro will track CPI costs on a project by project basis. For any given project,
the BCUC and the intervenors will be able to review the final CPI costs for that
project in the same manner as other capital or deferred operating costs.
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21.0 TOPIC: 47. Potential Regulatory Accounts

Reference: Exhibit B-1, Page 6-19 to 6-21

Explanation: BC Hydro has not included any costs for the Smart Metering
Initiative/Advanced Metering Initiative (SMI/AMI) in the Application.

1.21.1 Confirm that the business case for SMI will include the technology risk,
technological life, physical life and limitations.

RESPONSE:

In this application BC Hydro is not seeking to recover any costs associated with SMI nor
any relief with respect to the accounting treatment of such costs.

BC Hydro’s reference to the SMI initiative within the Application is to make the BCUC
aware that a future request for a regulatory account may be sought during the test period
for this initiative.

Further, BC Hydro has not completed a final business case for the SMI initiative and thus is
not in a position to respond to the questions included in this information request.
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21.0 TOPIC: 47. Potential Regulatory Accounts

Reference: Exhibit B-1, Page 6-19 to 6-21

Explanation: BC Hydro has not included any costs for the Smart Metering
Initiative/Advanced Metering Initiative (SMI/AMI) in the Application.

1.21.2  Will the SMI business case consider alternatives and system metering only?

RESPONSE:

Please refer to the response to JIESC IR 1.21.1.
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21.0 TOPIC: 47. Potential Regulatory Accounts

Reference: Exhibit B-1, Page 6-19 to 6-21

Explanation: BC Hydro has not included any costs for the Smart Metering
Initiative/Advanced Metering Initiative (SMI/AMI) in the Application.

1.21.3 Provide the most recent draft or preliminary business case for SMI.

RESPONSE:

Please refer to the response to JIESC IR 1.21.1.
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21.0 TOPIC: 47. Potential Regulatory Accounts

Reference: Exhibit B-1, Page 6-19 to 6-21

Explanation: BC Hydro has not included any costs for the Smart Metering
Initiative/Advanced Metering Initiative (SMI/AMI) in the Application.

1.21.4 If the Commission finds that the risks and costs do not outweigh the potential

benefits, will BC Hydro address any legislative changes that may then be
required?

RESPONSE:

Please refer to the response to JIESC IR 1.21.1.



BC HYDRO 2009-2010 C4-2
REVENUE REQU|RE|\/|ENTS EXHIBIT

Resource Logistics

6601 Buchanan Rd, Coldstream BC March 3, 2008
V1B 3C6 resourcelog@hotmail.com
To BC Hydro;

The focus of this request is to clearly identify the increase in cost of power when the
development and operation of river generated hydro facilities is done by Independent Power Producers
rather than BC Hydro itself.

Please supply the following:

1- a review of power costs from BC Hydro owned and operated facilities.

2- a review of all Independent Power rates.
-rates, terms of supply
-capital and operating costs

3- estimates showing what the above would be if constructed and operated by BC Hydro.
-if this is not available please supply best estimates

4-detail on the term of the IPP agreements for committed power
-detail on revenue from the water rights

-rationalization if the commitment of water rights extends past the date of committed
power supply.

There must be an ongoing increase in power costs to all consumers due to this private construction and
operation as the endeavor is a for profit venture.

This request attempts to focus on how much more costly the power from Independent Power
Producers is compared to these projects by BC Hydro.

Thank you

R E Learmonth


bharvey
BCH 2009-2010RR
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TOPIC: Resource Logistics

1.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is
done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:
1.1.1 a review of power costs from BC Hydro owned and operated facilities.

There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for
profit venture.

The request attempts to focus on how much more costly the power
from Independent Power Producers is compared to these projects by
BC Hydro.

RESPONSE:

In BC Hydro’s view, it is not appropriate to compare the embedded costs of

BC Hydro’s Heritage Resources with the costs of new resources from IPPs. A
better if not entirely appropriate comparison would be between the costs of BC
Hydro’s redevelopment projects and the costs of new resources from IPPs.

In the Aberfeldie CPCN proceeding, BC Hydro compared the cost of the Aberfeldie
redevelopment to the cost of energy from the F2006 Call. The actual adjusted bid
prices for the first 2,500 GWh awarded in the F2006 Call ranged from $69/MWh to
$93/MWh, with a weighted average of $79/MWh. The comparable adjusted bid
price for Aberfeldie would have been approximately $79/MWh.

BC Hydro considers that further details on the relative costs of power from
difference sources of new generation should be addressed in the 2008 LTAP
proceeding.
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TOPIC: Resource Logistics

2.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is
done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:

1.2.1 a review of all Independent Power rates.
rates, terms of supply
There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for
profit venture.
The request attempts to focus on how much more costly the power

from Independent Power Producers is compared to these projects by
BC Hydro.

RESPONSE:

With regard to rates or purchase costs for IPP power, please refer to the response
to BCUC IR 1.22.9.

The terms of supply for IPP purchases vary by call and individual contracts. The
typical terms and conditions for BC Hydro’s last three acquisition processes can
be found on BC Hydro’s website (see EPA section) as follows:

2002 CBG Call: www.bchydro.com/info/ipp/ipp4090.html
2002/03 GPG Call: www.bchydro.com/info/ipp/ipp4799.html
F2006 Call: www.bchydro.com/info/ipp/ipp39104.html
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BC Hydro F2009 and F2010 Revenue Requirements Application B-5

TOPIC: Resource Logistics

2.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is
done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:

1.2.2 a review of all Independent Power rates.
capital and operating costs
There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for
profit venture.
The request attempts to focus on how much more costly the power

from Independent Power Producers is compared to these projects by
BC Hydro.

RESPONSE:

BC Hydro does not have any information on the capital and operating costs for
individual IPP projects.
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TOPIC: Resource Logistics

3.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is
done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:

131 estimates showing what the above would be if constructed and
operated by BC Hydro.

if this is not available please supply best estimates

There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for
profit venture.

The request attempts to focus on how much more costly the power
from Independent Power Producers is compared to these projects by
BC Hydro.

RESPONSE:

The information requested is not available. BC Hydro cannot estimate the cost of
constructing and operating run-of-river hydro facilities because it does not have
any technical or cost data for individual IPP projects.
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BC Hydro F2009 and F2010 Revenue Requirements Application B-5

TOPIC: Resource Logistics

4.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is

done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:

14.1 detail on the term of the IPP agreements for committed power

detail on revenue from the water rights

There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for

profit venture.

The request attempts to focus on how much more costly the power
from Independent Power Producers is compared to these projects by

BC Hydro.

RESPONSE:

The term of the IPP agreements is shown below for BC Hydro's previous

acquisition processes.

Initial Term of EPA

(years)
Pre-2000 EPAs 12 -30
2000 Green RFEOI 20
2001 Green Energy Call 20
2002 CBG Call 10-20
2002/03 GPG Call 15-20
F2006 Call (incl. Brilliant) 20-40

BC Hydro does not have any information regarding the revenues collected by the

Province for water rights granted to IPPs.
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British Columbia Hydro & Power Authority Exhibit:
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TOPIC: Resource Logistics

4.0 The focus of this request is to clearly identify the increase in cost of power
when the development and operation of river generated hydro facilities is
done by Independent Power Producers rather than BC Hydro itself.

Please supply the following:
1.4.2 detail on the term of the IPP agreements for committed power

rationalization if the commitment of water rights extends past the date
of committed power supply.

There must be an ongoing increase in power costs to all consumers
due to this private construction and operation as the endeavor is a for
profit venture.

The request attempts to focus on how much more costly the power
from Independent Power Producers is compared to these projects by
BC Hydro.

RESPONSE:

The granting of water rights is under the jurisdiction of the B.C. Comptroller of
Water Rights and not within the jurisdiction of BC Hydro. Under its acquisition
processes, BC Hydro requires IPP developers to demonstrate that they can obtain
the key permits (including water licenses) required to develop and operate their
projects. Whether or not an IPP’s water rights extend beyond the term of the EPA
is of no relevance to BC Hydro.



BC HYDRO 2009-2010
REVENUE REQUIREMENTS  EXHIBIT C11-2

REQUESTOR NAME: Peace River Regional District
INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY
DATE: March 17, 2008

PROJECT NO: 3698500

APPLICATION NAME: 2009/2010 Revenue Requirements

Note: the Peace River Regional District includes the communities of Chetwynd, Tumbler Ridge,

Hudson's Hope, Dawson Creek, Pouce Coupe, Taylor, Fort St John and surrounding rural areas. This

generally describes the area concerned where a question refers to “Peace River District”.

1.0

2.0

3.0

TOPIC: Water Rentals
Reference: 3.4.3.2

10.1  Section 3.4.3.2 describes changes to water rentals per Order in Council 787 on
November 22, 2007. What is the forecast dollar impact of these changes on BC Hydro’s water
rental payments in each of F2009 and F20107?

TOPIC: Reliability Reference 4.3.2t04.3.4

12.1  Please provide ASAI and CAIDI statistics for the Peace River District for F2007 and year
to date F2008.

12.2  Infiscal 2006 BC Hydro introduced two additional measurements of reliability. These
are CEMI-4 which measures the percentage of customers experiencing more than four
interruptions per year; and CELID-6 which measures the percentage of customers experiencing
outages longer than 6 hours duration. Please provide the statistics for these two measures for
the Peace River District from 2006 to the present time.

12.3  Are emergency response time targets (1 hour in urban areas, 2 hours in rural areas,
80% of the time) being met in the Peace River district? What are the actual average response
times for Fiscal 2007 and year to date 20087

12.4  BC Hydro indicates it faces challenges in recruiting and retaining a trained work force.
Please indicate actual FTEs in the Field Services Group in the Interior Region at the most
recent date for which a reliable figure is available.

12.5 Please provide the current Field Services head count at Chetwynd, Dawson Creek, Fort
St John and Hudson Hope Transmission headquarters.

TOPIC: 2010 Critical Infrastructure Reference 4.6.3.6

25.1 Section 4.6.3.6 outlines certain costs for heightened security and safety measures

during the 2010 Olympic Games. Please provide the rationale for proposing that these costs be
recovered from BC Hydro ratepayers?
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4.0

TOPIC: Distribution Capital Reference 5.5.5.6

37.1  Section 5.5.5.6 Uneconomic Extension Allowance indicates BC Hydro is budgeting $0.3
million in F2009 and $.0.4 million in F2010. Table 5.6 indicates $0.4 million actual expenditures
in F 2007 and forecast year end amount of $0.8 million for F2008. What is the rationale for
budgeting what appear to be reduced amounts in F2009 and F2010?
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1.0 TOPIC: Water Rentals
Reference: 3.4.3.2

111 Section 3.4.3.2 describes changes to water rentals per Order in Council
787 on November 22, 2007. What is the forecast dollar impact of these
changes on BC Hydro’s water rental payments in each of F2009 and
F20107?

RESPONSE:

The forecast dollar impact of changes to water rentals per Order in Council 787 on
BC Hydro’s water rentals is an increase of $46.7 million and $45.5 million in F2009
and F2010 respectively due to the new Tier 3 rates.
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2.0 TOPIC: Reliability

Reference 4.3.2to0 4.3.4

121 Please provide ASAI and CAIDI statistics for the Peace River District

for F2007 and year to date F2008.

RESPONSE:
Year Peace River District
ASAI CAIDI
(%)
F2007 99.944 1.94
F2008 99.930 2.20
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BC Hydro F2009 and F2010 Revenue Requirements

Exhibit:
B-5

2.0 TOPIC: Reliability
Reference 4.3.2t0 4.3.4

1.2.2

RESPONSE:

In fiscal 2006 BC Hydro introduced two additional measurements of
reliability. These are CEMI-4 which measures the percentage of
customers experiencing more than four interruptions per year; and
CELID-6 which measures the percentage of customers experiencing
outages longer than 6 hours duration. Please provide the statistics for
these two measures for the Peace River District from 2006 to the

present time.

Year Peace River District
CEMI-4 CELID-6
(%) (%)
F2006 28.82 23.60
F2007 5.99 10.19
F2008 15.36 4.97
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2.0 TOPIC: Reliability
Reference 4.3.2to0 4.3.4

1.2.3 Are emergency response time targets (1 hour in urban areas, 2 hours in
rural areas, 80% of the time) being met in the Peace River district?
What are the actual average response times for Fiscal 2007 and year to
date 2008?

RESPONSE:

Emergency response time targets for the Peace River district (two hours in rural
areas, 80 per cent of the time) is being met. The actual average response rate is
86 per cent for F2007 and 81 per cent in F2008.
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2.0 TOPIC: Reliability
Reference 4.3.2to0 4.3.4

1.2.4 BC Hydro indicates it faces challenges in recruiting and retaining a
trained work force. Please indicate actual FTEs in the Field Services

Group in the Interior Region at the most recent date for which a reliable
figure is available.

RESPONSE:

BC Hydro interpreted the request to mean headcount in the locations.

The actual headcount in the Peace River Regional District is 43.
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2.0 TOPIC: Reliability
Reference 4.3.2to0 4.3.4

1.25 Please provide the current Field Services head count at Chetwynd,

Dawson Creek, Fort St John and Hudson Hope Transmission
headquarters.

RESPONSE:

The Field Operations headcount (as of the end February 2008):
e Chetwynd - four

e Dawson Creek - 19
e Fort St John -19

e Hudson Hope - one
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3.0 TOPIC: 2010 Critical Infrastructure
Reference 4.6.3.6

13.1 Section 4.6.3.6 outlines certain costs for heightened security and safety
measures during the 2010 Olympic Games. Please provide the
rationale for proposing that these costs be recovered from BC Hydro
ratepayers?

RESPONSE:

These costs are related to the security of BC Hydro’s system. BC Hydro has an
obligation to its customers to provide reliable power, and to ensure that the
security, reliability and safety of the system are not compromised as a result of
external pressures and risks. This includes periods of heightened activity and
threat exposure that occur when the Province is host to international events, such
as the Commonwealth Games, the APEC Summit , Expo 86 and the upcoming
2010 Winter Olympics.

Please also refer to the response to BCUC IR 1.63.1.
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4.0 TOPIC: Distribution Capital
Reference 5.5.5.6

14.1 Section 5.5.5.6 Uneconomic Extension Allowance indicates BC Hydro
is budgeting $0.3 million in F2009 and $.0.4 million in F2010. Table 5.6
indicates $0.4 million actual expenditures in F 2007 and forecast year
end amount of $0.8 million for F2008. What is the rationale for
budgeting what appear to be reduced amounts in F2009 and F2010?

RESPONSE:

The amounts planned for F2009 and F2010 are based on customer applications
and known projects that are expected to proceed.



BC HYDRO 2009-2010
REVENUE REQUIREMENTS EXHIBIT C1-2

RENTAL
OWNERS AND
MANAGERS
SOCIETY OF BC

March 25, 2008
TO: British Columbia Hydro and Power Authority
RE: Project 3698500 -- F2009/F2010 Revenue Requirements Application

Information Requests

1. Tag 8

Please confirm that Rate Schedules 1101, 1211, 1200, 1201, 1210 and 1211 are the
only rate schedules applicable to residential rental apartment buildings. Please provide a
description of the rate schedules applicable to:

a. duplexes

b. triplexes, fourplexes, etc. without common areas

c. the minimum number of units in an apartment building with common areas in each
applicable rate schedule.

NB: If the response to Information Request 1 results in a different listing of rate schedules,
please apply the revised listing in responding to Information Requests 2, 4 and 6.

2. Tag 8

Please provide a table of actual proposed F2209 and F2010 rates for Rate
Schedules 1101, 1211, 1200, 1201, 1210 and 1211, incorporating the Deferral Account
Rate Ride reduction.

3. Tag 8
Please provide details of how the proposed productivity factor of —1.05% was arrived
at.

4. Tag 43

Please provide a table of the anticipated actual impact of the various deferral
accounts on the proposed F2209 and F2010 rates for Rate Schedules 1101, 1211, 1200,
1201, 1210 and 1211.

5. Tag 42
Please provide an explanation of and justification for the creation of the proposed
new regulatory accounts.

6. Tag 45

Please provide a table of the anticipated actual impact of the various existing and
new regulatory accounts on the proposed F2209 and F2010 rates for Rate Schedules 1101,
1211, 1200, 1201, 1210 and 1211.

Please provide information to Al Kemp, alkemp@suites-bc.com

830B Pembroke St. Tel: (250) 382-6324 OR 1-888-330-6707 email: info@suites-bc.com
Victoria, BC V8T 1H9 Fax: (250) 382-6006 OR 1-877-382-6006 http://lwww.suites-bc.com
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Tag 8 — Approval Sought
Please confirm that Rate Schedules 1101, 1211, 1200, 1201, 1210 and 1211

are the only rate schedules applicable to residential rental apartment
buildings. Please provide a description of the rate schedules applicable to:

a. duplexes

b. triplexes, fourplexes, etc. without common areas

C. the minimum number of units in an apartment building with common
areas in each applicable rate schedule.

If the response to Information Request 1 results in a different listing of rate
schedules, please apply the revised listing in responding to Information
Requests 2, 4 and 6.

RESPONSE:

Not Confirmed. (BC Hydro assumes that there was a typo in the question and that
the first instance of “1211" actually refers to “1121"). In addition to the rate
schedules listed, RS 1220 is also applicable.

a) A duplex would receive service under RS 1101.

b) Triplexes, fourplexes, etc., that are separately metered would also receive

service under RS 1101. However, if there was only one meter, service would be
under RS 1121.

c) As of April 1, 2008, if a premise contains more than two “Single Family

Dwellings” and there is only one meter, RS 1121 will apply. In situations where
there are two or more “Single Family Dwellings”, the common area can be
metered on any of RS 1101 or RS 1200, 1201, 1210, 1211 or 1220.
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2.0 Tag 8 — Approval Sought

Please provide a table of actual proposed F2209 and F2010 rates for Rate
Schedules 1101, 1211, 1200, 1201, 1210 and 1211, incorporating the Deferral
Account Rate Ride reduction.

RESPONSE:

The table below provides the requested information assuming that the requested rate

increases of 6.56 per cent effective April 1, 2008 and 8.21 per cent effective
April 1, 2009 are approved, along with the reduction in the rate rider to 0.5 per cent.

No allowance is made in the table below for the Residential inclining Block Rate
application currently before the BCUC.

F2009 F2010
e April 1, 2008 | April 1, 2009
(interim) (proposed)
1101/1121 Residential Rates
Basic Charge (cents/day) 12.93 13.99
Energy charge (cents/kWh) 6.55 7.09
Rate rider (%) 0.5 0.5
1200/1201
1210/1211/ General Service Rates
Basic Charge (cents/day) 15.48 16.75
Energy Charge:
First 14,800 kWh (cents/kWh) 7.36 7.96
All additional (cents/kWh) 3.54 3.83
Demand Charge:
First 35 kw nil nil
Next 115 kW ($/kW) 3.77 4.08
All additional ($/kW) 7.23 7.82
Rate Rider (%) 0.5 0.5
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3.0 Tag 8 — TOPIC Approval Sought

Please provide details of how the proposed productivity factor of —1.05%
was arrived at.

RESPONSE:

Please refer to the response to BCUC IR 1.43.1.
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4.0 Tag 43 — Proposed Changes to Deferral Accounts

Please provide atable of the anticipated actual impact of the various
deferral accounts on the proposed F2209 and F2010 rates for Rate
Schedules 1101, 1211, 1200, 1201, 1210 and 1211.

RESPONSE:

The allocation of components of the revenue requirement (including net transfers
to the Deferral Accounts) to rate classes is only undertaken in a rate design
application.

As noted in the response to ROMS BC IR 1.2.0, the BCUC approved an interim
reduction in the Deferral Account Rate Rider from 2.0 per cent to 0.5 per cent
effective April 1, 2008.

In addition to the forecast recoveries from the Deferral Account Rate Rider,
interest in the amounts of $6.5 million in F2009 and $5.9 million in F2010 are
forecast to be transferred to the Deferral Accounts (line 10 of Schedule 1.0 in
Appendix A). These interest transfers reduce the forecast F2009 and F2010
revenue requirements by 0.2 per cent in each year.
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5.0 Tag 42 — Policy Framework for Regulatory Accounts

Please provide an explanation of and justification for the creation of the
proposed new regulatory accounts.

RESPONSE:

BC Hydro has proposed the creation of new regulatory accounts for capital
project investigation costs, taxes and future storm damage. Explanations and
justifications for these proposed regulatory accounts are provided in sections
6.5.1, 6.5.2 and 6.5.3 respectively of the Application (pages 6-15 to 6-19).
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6.0 Tag 45 — Existing Regulatory Accounts

Please provide atable of the anticipated actual impact of the various
existing and new regulatory accounts on the proposed F2209 and F2010
rates for Rate Schedules 1101, 1211, 1200, 1201, 1210 and 1211.

RESPONSE:

The allocation of the components of the revenue requirement (including net
transfers to regulatory accounts ) to rate classes, is only undertaken in a rate
design application.

Total net transfers to the other regulatory accounts are forecast to be $119.8
million in F2009 and $127.1 million in F2010 (line 16 of Schedule 1.0 in Appendix A).
These net transfers reduce the forecast F2009 and F2010 revenue requirements by
3.8 per cent and 3.7 per cent respectively.
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REQUESTOR NAME: Terasen Utilities

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: March 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro — F2009/F2010 Revenue Requirements Application

1.0

2.0

TOPIC: 9. Load and Revenue Forecast
Reference: Exhibit B-1, Chapter 2, Section 2.3 Peak Demand Forecast and Appendix A, Schedule

14.0

11

1.2

1.3

In Exhibit B-1, Appendix A, Schedule 14.0 the total energy use decreased in both F2007 and
F2008 relative to the RRA forecast. On the other hand, Peak Demand was greater by 1.2% in
F2007 and by 2.2% in F2008 than in the respective RRA forecasts. These data suggest that the
peak system demand may be increasing more rapidly than previously forecast. What are the key
contributors to system peak demand increasing more rapidly than the growth in energy?

In Exhibit B-1, Appendix A, Schedule 14.0 the distribution peak demand appears to be increasing
more rapidly for F2009 and F2010 than the annual energy use for the distribution classes
(Residential and Commercial/Light Industrial). Does BC Hydro consider this more rapid growth
in distribution peak demand than in distribution energy demand to be a trend? If so, what are the
key drivers of this trend and what elements of the F2009-F2010 Revenue Requirement
Application are intended to address the trend?

The forecast energy use for the Large Industrial class increases over the prior year by 3.9% for
F2009 and 1.4% for F2010. Energy forecasts for other transmission customers such as FortisBC
and the City of New Westminster also show increases in both years. On the other hand, the peak
demand forecast for Transmission service decreases year over year by 2.6% in F2009 and another
0.3% in F2010. Please explain and reconcile the apparent discrepancy in the transmission class in
both years between energy load increasing while peak demand is decreasing.

TOPIC: 20. Initiatives - Burrard
Reference: Exhibit B-1, Chapter 4, Section 4.6.3.1

Section 4.6.3.1 identifies maintenance spending for Burrard Thermal of $3.2 million in F2009 and $3.9
million in F2010 to provide supplemental near-term capacity to alleviate capacity constraints expected
until Revelstoke Unit 5 and the ILM Transmission expansion are in service.

2.1

2.2

2.3

What is the expected date for the sixth unit at Burrard Thermal to be returned to service?
What is the forecast generation in GWh at Burrard Thermal for F2009 and F2010?

Does BC Hydro expect to be running all six units at Burrard Thermal at any time in F2009 and
F2010 to meet forecast peak capacity requirements? What likelihood does BC Hydro attach to
this occurrence?



3.0

TOPIC: 41. Capital - Demand Side Management (“DSM”)
Reference: Exhibit B-1, Section 5.5.9

3.1

3.2

3.3

3.4

For time period F2002-F2007, what has been the total actual spending by BC Hydro on Power
Smart / DSM by year (showing separately annual capitalized amounts and amounts recorded as
current period operating expenses)? For the period F2002 through F2010 what has been the
annual revenue requirement or cost of service per year of these Power Smart / DSM costs as the
capitalized amounts are amortized in rates (including operating costs, amortization expense and
return on debt / equity)?

What are the associated annual GWh savings arising from the DSM activities each year, by year,
from F2002-F2007? What are the associated present values of the GWh savings over the
measure lives of equipment installed as a result of the DSM activities, each year, by year, from
F2002 to F2007? What are the projected or forecast annual GWh savings in F2008, F2009 and
F2010?

How has provincial public policy impacted BC Hydro’s increased DSM funding request?
What is the history behind how DSM costs have been recovered from customers? Have they

always been capitalized? How long has the 10-year amortization period been in effect for
capitalized DSM costs? What is BC Hydro’s basis for adopting the amortization period?
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1.0 TOPIC: 9. Load and Revenue Forecast
Reference: Exhibit B-1, Chapter 2, Section 2.3 Peak Demand Forecast and
Appendix A, Schedule 14.0

1.1.1 In Exhibit B-1, Appendix A, Schedule 14.0 the total energy use
decreased in both F2007 and F2008 relative to the RRA forecast. On
the other hand, Peak Demand was greater by 1.2% in F2007 and by
2.2% in F2008 than in the respective RRA forecasts. These data
suggest that the peak system demand may be increasing more rapidly
than previously forecast. What are the key contributors to system peak
demand increasing more rapidly than the growth in energy?

RESPONSE:

The response to JIESC IR 1.1.1 explains why peak demand was higher than
forecast and why energy sales volumes were lower than forecast for the large
industrial sector in F2007.

Over the test years, the distribution peak demand forecast is growing at a higher
rate than distribution energy forecast. The key contributors to the growth in the
distribution peak, besides housing starts and employment, include new large
projects such as Olympic facilities and other infrastructure. These large projects
increase the peak demand on distribution substations on a non-coincident and a
system-coincident basis. They also increase the overall energy requirements but
not to the extent they increase peak demand.

Trends in the growth rate of the distribution demand and energy are better
assessed over alonger period. BC Hydro’s long term load forecast will be
submitted with the 2008 LTAP. Elements in the Application that address the
growth in distribution substation demands include Chapter 5 of the Application,
which describes BC Hydro's capital expenditures.
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1.0 TOPIC: 9. Load and Revenue Forecast

Reference: Exhibit B-1, Chapter 2, Section 2.3 Peak Demand Forecast and

Appendix A, Schedule 14.0

1.1.2 In Exhibit B-1, Appendix A, Schedule 14.0 the distribution peak demand
appears to be increasing more rapidly for F2009 and F2010 than the

annual energy use for the distribution classes (Residential and

Commercial/Light Industrial). Does BC Hydro consider this more rapid
growth in distribution peak demand than in distribution energy demand
to be a trend? If so, what are the key drivers of this trend and what
elements of the F2009-F2010 Revenue Requirement Application are

intended to address the trend?

RESPONSE:

Please refer to the response to Terasen IR 1.1.1.
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1.0 TOPIC: 9. Load and Revenue Forecast
Reference: Exhibit B-1, Chapter 2, Section 2.3 Peak Demand Forecast and
Appendix A, Schedule 14.0

1.1.3 The forecast energy use for the Large Industrial class increases over the
prior year by 3.9% for F2009 and 1.4% for F2010. Energy forecasts for
other transmission customers such as FortisBC and the City of New
Westminster also show increases in both years. On the other hand, the
peak demand forecast for Transmission service decreases year over year by
2.6% in F2009 and another 0.3% in F2010. Please explain and reconcile
the apparent discrepancy in the transmission class in both years between
energy load increasing while peak demand is decreasing.

RESPONSE:

The transmission peak forecast and large industrial sales forecast are based on

BC Hydro’s projection of energy and peak demand for each transmission account. The
account projections are developed before and with DSM savings. Forecasts reflect
industry information and include expected changes in production, additional or
declining worker shifts, expected expansions or shut downs of machines and
expected operations of on-site generation facilities.

Factors such as adding or reducing shifts may impact the expected annual sales and
the peak demand for customers in different ways. In addition, expected operations
from customers with on-site generation may also impact sales and peak demand in
different ways. As such, it is not necessarily the case that the coincident sum of each
peak demand (i.e., the total transmission peak forecast) from all of the transmission
customers will grow in the same direction as the sum of the individual energy
forecasts for each of the transmission customers. In general, this explains why the
peak demand may be declining although sales are growing in some years.

Also please refer to the response BCUC IR 1.19.4 and 1.19.7.
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2.0 TOPIC: 20. Initiatives - Burrard
Reference: Exhibit B-1, Chapter 4, Section 4.6.3.1

Section 4.6.3.1 identifies maintenance spending for Burrard Thermal of $3.2
million in F2009 and $3.9 million in F2010 to provide supplemental near-
term capacity to alleviate capacity constraints expected until Revelstoke

Unit 5 and the ILM Transmission expansion are in service.

121 What is the expected date for the sixth unit at Burrard Thermal to be

returned to service?

RESPONSE:

It is expected that the sixth unit at Burrard Generating Station will be returned to
service on or before November 15, 2008. This corresponds to the beginning of

BC Hydro’s winter peak capacity period, which extends from November 15

through February 15 each year.
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2.0 TOPIC: 20. Initiatives - Burrard
Reference: Exhibit B-1, Chapter 4, Section 4.6.3.1

Section 4.6.3.1 identifies maintenance spending for Burrard Thermal of $3.2
million in F2009 and $3.9 million in F2010 to provide supplemental near-
term capacity to alleviate capacity constraints expected until Revelstoke
Unit 5 and the ILM Transmission expansion are in service.

1.2.2 What is the forecast generation in GWh at Burrard Thermal for F2009
and F20107?

RESPONSE:

The forecast energy production from Burrard in the FO9/F10 RRA is 83 GWh in
F2009 and 82 GWh in F2010. This forecast includes generation related to
economic dispatch for domestic and trade and generation related to unit testing,
but does not include the amounts of generation related to short-term capacity or
energy constraints or for system support.

The nature of some system constraints (e.g., high domestic loads, forced outages,
Peace River ice concerns, etc.) makes it impossible to accurately predict, with
significant lead-time, how much Burrard generation (or market purchases) will be
needed each year to supply short-term capacity energy. In addition, the monthly
modeling used for the RRA forecasts assumes economic dispatch of system
resources at all times, whereas short-term reliability concerns may result in the
dispatch of a normally uneconomic resource such as Burrard in order to improve
system reliability.

As an example of the Burrard generation attributable to capacity and short-term
energy constraints, note that the plant produced 191 GWh in January and early
February 2008 to maintain system reliability during a period of constraints on
Peace River powerplant generation due to the downstream ice cover.

BC Hydro expects the frequency of such system constraints to increase over the
next few years due to tighter load-resource balance and increased outages to
repair aging assets.
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2.0 TOPIC: 20. Initiatives - Burrard
Reference: Exhibit B-1, Chapter 4, Section 4.6.3.1

Section 4.6.3.1 identifies maintenance spending for Burrard Thermal of $3.2
million in F2009 and $3.9 million in F2010 to provide supplemental near-
term capacity to alleviate capacity constraints expected until Revelstoke
Unit 5 and the ILM Transmission expansion are in service.

1.2.3 Does BC Hydro expect to be running all six units at Burrard Thermal at
any time in F2009 and F2010 to meet forecast peak capacity
requirements? What likelihood does BC Hydro attach to this
occurrence?

RESPONSE:

BC Hydro plans to maintain the ability to run all six units at Burrard for winter
capacity during F2009 and F2010 in order to maintain an appropriate level of
reliability for the BC Hydro system. The frequency with which all six units actually
run will depend on variables such as weather conditions and generation or
transmission outages.

As noted in section 1.2.2.2 of the Application, recent studies indicate only

55 to 60 per cent likelihood that the domestic system will have adequate firm
domestic capacity during the peak load hour over the next two winters, assuming
five Burrard units are in operation. In other words, there is a 40 to 45 per cent
likelihood that additional capacity may be required - this capacity deficit will be
met using a combination of the sixth Burrard unit, load curtailment, Canadian
Entitlement, and market purchases.
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3.0 TOPIC: 41. Capital — Demand Side Management (“DSM”)
Reference: Exhibit B-1, Section 5.5.9

131

For time period F2002-F2007, what has been the total actual spending by BC

Hydro on Power Smart / DSM by year (showing separately annual capitalized
amounts and amounts recorded as current period operating expenses)? For the
period F2002 through F2010 what has been the annual revenue requirement or
cost of service per year of these Power Smart / DSM costs as the capitalized
amounts are amortized in rates (including operating costs, amortization expense
and return on debt / equity)?

RESPONSE:

The table is as follows:

($ million) F2002 | F2003 | F2004 | F2005 | F2006 | F2007 | F2008 F2009 | F2010
Actual | Actual | Actual | Actual | Actual | Actual | Forecast | Plan Plan

Annual 14.0 44.3 62.7 71.1 90.0 46.4 72.1 105.0 122.0
capitalization

a Operating na 2.3 2.8 3.1 3.2 4.5 3.6 3.2 3.2
Expenses

b Amortization 19.5 24.0 25.6 26.0 27.6 33.6 35.9 42.7 52.7

c Finance na na na na na 13.9 15.3 17.9 21.0
charges to
DSM

d Return on na na na na na 12.3 12.0 125 15.3
Equity to DSM

at+b+c+d | Revenue 19.5 26.3 28.4 29.1 30.8 64.4 66.8 76.3 92.2
Requirement

Please also refer to the response to BCUC IR 1.74.2.




Terasen Utilities Page 1
Information Request No. 1.3.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

3.0 TOPIC: 41. Capital — Demand Side Management (“DSM")
Reference: Exhibit B-1, Section 5.5.9

1.3.2 What are the associated annual GWh savings arising from the DSM
activities each year, by year, from F2002-F2007? What are the
associated present values of the GWh savings over the measure lives
of equipment installed as a result of the DSM activities, each year, by
year, from F2002 to F2007? What are the projected or forecast annual
GWh savings in F2008, F2009 and F20107?

RESPONSE:

Please refer to the response to BCUC IR 1.74.2.



Terasen Utilities Page 1
Information Request No. 1.3.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

3.0 TOPIC: 41. Capital — Demand Side Management (“DSM")
Reference: Exhibit B-1, Section 5.5.9

1.3.3 How has provincial public policy impacted BC Hydro’s increased DSM
funding request?

RESPONSE:

As noted in section 1.6 of the Application, BC Hydro is proposing that the review
of DSM expenditures during the test period be completed as part of BC Hydro’'s
2008 LTAP proceeding. That application will include the 2008 DSM Plan, which will
provide forecasts of DSM expenditures proposed by BC Hydro in order to achieve
the target set in Policy Action #1 of the government’s 2007 Energy Plan.



Terasen Utilities Page 1
Information Request No. 1.3.4 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

3.0 TOPIC: 41. Capital — Demand Side Management (“DSM")
Reference: Exhibit B-1, Section 5.5.9

1.34 What is the history behind how DSM costs have been recovered from
customers? Have they always been capitalized? How long has the 10-year
amortization period been in effect for capitalized DSM costs? What is BC
Hydro’s basis for adopting the amortization period?

RESPONSE:

In its November 24, 1994 decision on BC Hydro’s 1994/95 RRA, the BCUC approved a
change to the amortization period for DSM expenditures from seven to ten years, but
indicated that it would establish a working group with participation from all utilities
regulated by the BCUC to attempt to reach consensus on DSM amortization and
criteria.

In Order No. G-55-95 dated June 29, 2005, the BCUC accepted the majority agreement
of the working group and amended its Uniform System of Accounts for Gas and
Electric Utilities with respect to DSM accounting policy. Among other things,

Order No. G-55-95 provides that the amortization period for recurring DSM costs that
gualify as assets shall be three to ten years.

As noted on page 6-11, BC Hydro amortizes DSM expenditures over a period of
ten years since the persistence of DSM savings is more than ten years on average.



BC HYDRO 2009-2010
REVENUE REQUIREMENTS  EXHIBIT C2-3

REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

1.0 TOPIC: 3. Summary of Revenue Requirements
Reference: Exhibit B-1, Section 1.3,

Please explain why the Revenue at Current Rates in Table 1-1 for 2009 is less than 2008, when in
App.A, Sch.14.0, the Gigawatt hours projected for 2009 is greater than 2008.
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REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

2.0 TOPIC: 50. Finance Charges
Reference: Exhibit B-1, Section 7.3

2.1 Please provide a list of all outstanding long-term debt for BC Hydro, including the amount, the
applicable interest rate and the date of maturity.

2.2 Please list the long-term debt that is maturing in fiscal 2009 and 2010, showing amount, interest
rate and the date of maturity.

2.3 What are the term lengths, interest rates and approximate amounts of BC Hydro’s short-term debt
as forecast for the start of F2009?

2.4 My understanding is that the Sinking Fund is being phased out. Can you please provide a forecast
for how soon BC Hydro proposes to eliminate the Sinking Fund?



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

3.0 TOPIC: 49, Capital Structure
Reference: Exhibit B-1, Section 7.2

3.1 Please provide a Balance Sheet for BC Hydro as forecast:
1) for the end of F2008 as per present accounting methods and
2) a comparison balance sheet under the new accounting method for the
start of F20009. Make clear any differences in the way Columbia River Fund, the Skagit Fund,
the Contributions in Aid of Construction funds and the Future Removal and Site Restoration
funds are treated between the two methods.



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

4.0 TOPIC: 58. Accounting Policy
Reference: Exhibit B-1, Section 7.11

4.1 Under the present accounting policy, if a major project is delayed in completion by, say 6 months,
would the amortization charge be less than budgeted in the Revenue Requirements?

4.2 As in 4.1, would the interest during construction still be capitalized for those additional 6 months,
thereby reducing the interest charged to operations from what is project in the Revenue
Requirements?



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

5.0 TOPIC: 9. Load and Revenue Forecast
Reference: Exhibit B-1, Section 2.3

51 Please provide the system peak demand load for BC Hydro for F2007, F2008, and the forecast
peak for F2009 and F2010.

5.2 What generation capacity was actually available at the peak in F2007 and F2008 from BC Hydro
and contracted generation?

5.3 What is the capacity forecast to be available in F2009 and F2010 for the peak demand from BC
Hydro sources and contracted generation?



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

6.0 TOPIC: 46. Proposed Regulatory Accounts
Reference: Exhibit B-1, Section 6.5.1

6.1 What would be the treatment of a nominal and a significant investigation cost, where the project
being investigated does not proceed?



REQUESTOR NAME: Alan Wait

INFORMATION REQUEST ROUND NO: 1

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY

DATE: Mar. 25, 2008

PROJECT NO: 3698500

APPLICATION NAME: BC Hydro F2009-F2010 Revenue Requirements

7.0 TOPIC: 34. Diesel Generation
Reference: Exhibit B-1, Appendix J, Page 58

7.1 Has BC Hydro investigated building its own hydro power plant and, or, a wind generation plant
for Masset to replace either all or part of the diesel generation? If not, why not?



Alan Wait Page 1
Information Request No. 1.1.0 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

1.0 TOPIC: 3. Summary of Revenue Requirements

Reference: Exhibit B-1, Section 1.3,

Please explain why the Revenue at Current Rates in Table 1-1 for 2009 is
less than 2008, when in App. A, Sch.14.0, the Gigawatt hours projected for

2009 is greater than 2008.

RESPONSE:

Revenue at current rates in Table 1-1 includes revenue from the deferral account

rate rider, which drops from 2.0 per cent to 0.5 per cent on April 1, 2008.

As shown on line 18 of Schedule 14.0 in Appendix A, revenue at current rates
excluding the deferral account rate rider is forecast to be higher in F2009 than in

F2008, consistent with the forecast change in energy sales.
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Information Request No. 1.2.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application
2.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-1, Section 7.3

1.2.1 Please provide a list of all outstanding long-term debt for BC Hydro,

including the amount, the applicable interest rate and the date of
maturity.

RESPONSE:

The list of all outstanding long-term debt as at March 31, 2008 for BC Hydro is
attached.



Wait IR 1.2.1 Attachment 1

BC Hydro Long Term Debt at March 31, 2008

Debt Issue | Principal Amount | Coupon Rate Maturity Date
($ million) (%)

HD 7.7 9.62 | April 8, 2008

HE 68.2 10.07 | May 10, 2008

HF 17.9 10.15 | July 8, 2008

HG 8.9 10.17 | May 10, 2009

KH 300.0 5.70 | June 1, 2009

HH 65.0 10.01 | June 9, 2009

KA 200.0 6.25 | December 1, 2009

KD 150.0 6.38 | August 23, 2010

HR 50.0 9.50 | January 9, 2012

KB 100.0 9.50 | January 9, 2012

KK 300.0 5.75 | January 9, 2012

KU 200.0 4.70 | December 18, 2012

KM 150.0 5.50 | April 24, 2013

HZ 150.0 8.50 | August 23, 2013

HZz2 100.0 8.50 | August 23, 2013

JP 100.0 8.50 | August 23, 2013

KQ 325.0 5.30 | June 18, 2014

KO 100.0 5.15 | December 18, 2015

KO2 50.0 5.15 | December 18, 2015

KN 100.0 5.60 | June 1, 2018

KN2 100.0 5.60 | June 1, 2018

KP 175.0 5.30 | June 17, 2019

HM 599.8 10.60 | September 5, 2020

HP(2) 296.3 9.95 | May 15, 2021

KT 155.0 4.80 | June 15, 2021

KT2 75.0 4.80 | June 15, 2021

HT 100.0 9.50 | June 9, 2022

HV 200.0 8.75 | August 19, 2022

JB 100.0 8.00 | September 8, 2023

KR 10.0 5.54 | August 9, 2024

KS 300.0 5.70 | June 18, 2029

KV 200.0 5.15 | June 18, 2029

KC 200.0 6.35 | June 18, 2031

KC2 100.0 6.35 | June 18, 2031

KC3 100.0 6.35 | June 18, 2031

Page 1 of 2




Wait IR 1.2.1 Attachment 1

Debt Issue | Principal Amount | Coupon Rate Maturity Date
($ million) (%)

KC4 400.0 6.35 | June 18, 2031

KW 200.0 4.90 | June 18, 2048

JQ 500.0 (US dollars) 6.50 | January 15, 2026
JS 300.0 (US dollars) 7.25 | September 1, 2036
Kl 50.0 (US dollars) 5.00 | June 25, 2009

KL 200.0 (US dollars) 4.30 | May 30, 2013

Page 2 of 2




Alan Wait Page 1
Information Request No. 1.2.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority

Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

2.0 TOPIC: 50. Finance Charges
Reference: Exhibit B-1, Section 7.3
1.2.2 Please list the long-term debt that is maturing in fiscal 2009 and 2010,
showing amount, interest rate and the date of maturity.
RESPONSE:
BC Hydro Long Term Debt Maturing in F2009 and F2010
Debt Issue | Principal Amount | Coupon Rate | Maturity Date
HD 7.7 9.62 | April 8, 2008
F2009 HE 68.2 10.07 | May 10, 2008
HF 17.9 10.15 | July 8, 2008
HG 8.9 10.17 | May 10, 2009
KH 300.0 5.70 | June 1, 2009
F2010 HH 65.0 10.01 | June 9, 2009
KA 200.0 6.25 | December 1, 2009
Kl 50.0 (US dollars) 5.00 | June 25, 2009




Alan Wait Page 1
Information Request No. 1.2.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

2.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-1, Section 7.3

1.2.3 What are the term lengths, interest rates and approximate amounts of

BC Hydro’s short-term debt as forecast for the start of F2009?

RESPONSE:

The following are the term length, amount and interest rate of the BC Hydro
revolving borrowings outstanding as at the start of F2009. These do not include
the long term debt amounts maturing during F2009, or the long term debt that has

been swapped to floating rate debt.

Revolving Borrowings as of March 31, 2008

Revolving Borrowings Outstanding ($ million)

1,078.3

Forecast Interest Cost (%)

4.68

Forecast Average Term

90 days




Alan Wait Page 1
Information Request No. 1.2.4 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

2.0 TOPIC: 50. Finance Charges

Reference: Exhibit B-1, Section 7.3

1.2.4 2.4 My understanding is that the Sinking Fund is being phased out.
Can you please provide a forecast for how soon BC Hydro proposes to

eliminate the Sinking Fund?

RESPONSE:

BC Hydro intends to liquidate the Canadian dollar-denominated sinking funds
during the first six months of F2009. The U.S. dollar denominated sinking funds

are expected to be held until the maturity of the underlying bond issues.




Alan Wait Page 1
Information Request No. 1.3.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

3.0 TOPIC: 49. Capital Structure

Reference: Exhibit B-1, Section 7.2

131 Please provide a Balance Sheet for BC Hydro as forecast:

1) for the end of F2008 as per present accounting methods and

2) acomparison balance sheet under the new accounting method for

the start of F2009. Make clear any differences in the way

Columbia River Fund, the Skagit Fund, the Contributions in Aid of
Construction funds and the Future Removal and Site Restoration

funds are treated between the two methods.

RESPONSE:

Please see the attached for F2008 consolidated forecast balance sheet.

There is no change in the opening balance sheet for F2009 due to the

amendments in Special Directions HC1 and HC2. The difference in equity for

regulatory purposes between F2008 and F2009 is shown on Appendix A,

Schedule 9.0. Equity for regulatory purposes for F2008 is shown on line 24, and

for F2009 is shown on line 33.




Wait IR 1.3.1 Attachment 1

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY
FORECAST CONSOLIDATED BALANCE SHEET

AS AT MARCH 31
($ millions)

Property, Plant and Equipment
Property, plant and equipment in service
Less accumulated amortization

Unfinished construction

Current Assets
Cash and cash equivalents
Accounts receivable and accrued revenue
Materials and supplies
Prepaid expenses

Other Assets and Deferred Charges
Intangible assets, net
Sinking funds
Regulatory assets

Long-Term Debt
Long-term debt net of sinking funds
Sinking funds presented as assets

Current Liabilities
Accounts payable and accrued liabilities
Accrued interest
Accrued Payment to the Province

Deferred Credits and Other Liabilities
Regulatory liabilities
Asset retirement obligations
First Nations liability account
Deferred revenue
Derivative mark-to-market liability

Contributions arising from the Columbia River Treaty

Contributions in aid of construction

Retained Earnings

Page 1 of 1

F2008
Forecast

16,780
6,771
10,009
735
10,744

10
351
137

78
576

398
594
731
1,722
13,043

7,557
594
8,151

630
127
292
1,048

361
6

95
349
196
157
819
1,982

1,862
13,043




Alan Wait

Page 1
Information Request No. 1.4.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application
4.0 TOPIC: 58. Accounting Policy
Reference: Exhibit B-1, Section 7.11
14.1 Under the present accounting policy, if a major project is delayed in
completion by, say 6 months, would the amortization charge be less
than budgeted in the Revenue Requirements?
RESPONSE:

Yes.




Alan Wait

Page 1
Information Request No. 1.4.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application
4.0 TOPIC: 58. Accounting Policy
Reference: Exhibit B-1, Section 7.11
1.4.2 As in 4.1, would the interest during construction still be capitalized for
those additional 6 months, thereby reducing the interest charged to
operations from what is project in the Revenue Requirements?
RESPONSE:

Yes.




Alan Wait Page 1
Information Request No. 1.5.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

5.0 TOPIC: 9. Load and Revenue Forecast

Reference: Exhibit B-1, Section 2.3

151 Please provide the system peak demand load for BC Hydro for F2007,
F2008, and the forecast peak for F2009 and F2010.

RESPONSE:

The requested information for weather-normalized peak demand is provided on
line 35 of Schedule 14.0 in Appendix A.

The requested information for non weather-normalized peak demand is provided
in the response to BCUC IR 1.19.2.



Alan Wait Page 1
Information Request No. 1.5.2 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

5.0 TOPIC: 9. Load and Revenue Forecast

Reference: Exhibit B-1, Section 2.3

15.2 What generation capacity was actually available at the peak in F2007

and F2008 from BC Hydro and contracted generation?

RESPONSE:

System Capacity on Winter Peak Hour (MW):

F2007 * F2008 **
BC Hydro Hydroelectric 10,092 9,673
FortisBC operated plant 651 797
Arrow Lakes Hydro 90 86
Alcan 297 287
Other Small IPPs 362 401
Burrard 472 620
Total Resources 11,964 11,864
* - Peak hourly demand for F2007 occurred on November 29, 2006
** - Peak hourly demand for F2008 occurred on January 28, 2008




Alan Wait Page 1
Information Request No. 1.5.3 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

5.0 TOPIC: 9. Load and Revenue Forecast

Reference: Exhibit B-1, Section 2.3

153 What is the capacity forecast to be available in F2009 and F2010 for the peak
demand from BC Hydro sources and contracted generation?

RESPONSE:

The forecast peak system generating capacity values for the winters of F2009 and F2010 are:
December 2008: 12,650 MW

January 2009: 12,500 MW

December 2009: 12,890 MW

January 2010: 12,770 MW

This capacity is used to meet the system demand comprised of BC Hydro domestic load +

FortisBC demand (including Rate 3808 Power Purchase Agreement amount) + Seattle City
Light obligation + WECC Operating Reserve requirements + Regulating Margin.



Alan Wait

Page 1

Information Request No. 1.6.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008
British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

6.0 TOPIC: 46. Proposed Regulatory Accounts

Reference: Exhibit B-1, Section 6.5.1

1.6.1 What would be the treatment of a nominal and a significant
investigation cost, where the project being investigated does not

proceed?

RESPONSE:

BC Hydro would assess on a case by case basis to determine whether to write the

costs off in the current period or seek regulatory relief.




Alan Wait Page 1
Information Request No. 1.7.1 Dated: March 25, 2008 of 1
British Columbia Hydro & Power Authority
Response issued April 23, 2008

British Columbia Hydro & Power Authority Exhibit:
BC Hydro F2009 and F2010 Revenue Requirements B-5
Application

7.0 TOPIC: 34. Diesel Generation

Reference: Exhibit B-1, Appendix J, Page 58

1.7.1 Has BC Hydro investigated building its own hydro power plant and, or,
a wind generation plant for Masset to replace either all or part of the
diesel generation? If not, why not?

RESPONSE:

BC Hydro has no plans to build its own hydro or wind generation in Masset.
BC Hydro seeks to offset as much diesel generation as practicable with a Request

for Proposal for clean energy on Haida Gwaii. This call will be issued in
May/June of 2008.





