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B C H y d r o & P o w e r A u th o r it y
M a n ag e m e n t Disc u ssi o n a n d A n al y sis
The Management Discussion and Analysis reports on BC Hydro’s consolidated results and financial position for the
three and six months ended September 30, 2009 (fiscal 2010). This section should be read in conjunction with the
Management Discussion and Analysis presented in the 2009 Annual Report, the 2009 Annual Consolidated Financial
Statements of BC Hydro, and the interim consolidated financial statements of BC Hydro for the three and six months
ended September 30, 2009 and 2008. This report contains forward–looking statements, including statements
regarding the business and anticipated financial performance of BC Hydro. These statements are subject to a number
of risks and uncertainties that may cause actual results to differ from those contemplated in the forward–looking
statements.
BC Hydro’s results for the second quarter of fiscal 2010 were impacted by a loss on energy trading activities due to a
combination of low demand and the effect of a weakening US dollar. Domestic revenues increased over the same
quarter in the prior year due to higher average customer rates partially offset by lower demand from large industrial
customers. Domestic cost of energy was also higher in the current year as a result of increased purchases of market
energy to meet domestic load demand as a result of historically low water inflows in the current year. Certain
differences between planned and actual amounts are transferred to regulatory accounts for inclusion in future rates.

HIGHLIGHTS
• Net income for the three and six month periods ended September 30, 2009 was $115 million and $189 million
respectively, compared to $122 million and $210 million for the same periods in fiscal 2009.
• Hydro generation levels in the quarter were 17 per cent lower than in the prior year as a result of lower than
average water inflows into system reservoirs due to low winter snowpack levels and very low precipitation during
the late spring and summer months. As a result, BC Hydro was required to increase purchases of energy from the
market during the quarter to meet domestic requirements. However, the full impact of the reduced hydro
generation was lessened by reduced load demand from large industrial customers impacted by the economic
downturn and by market energy prices that were significantly lower in the current year.
• Although the economy appears to be stabilizing after the global economic downturn, continued low demand for
electricity combined with abundant natural gas supplies have kept market prices low, minimizing regional price
spreads in US markets. The US dollar continues to trend downward which created a significant foreign exchange
loss on the US dollar net asset position of BC Hydro’s trading subsidiary, Powerex. Falling prices, smaller spreads,
and the weakening US dollar have resulted in a net loss on energy trading activities in the first half of the year
compared with a profit for the same period in the prior year.
• BC Hydro’s capital plan for fiscal 2010 is $1.6 billion as the Company continues its programs to meet load growth
and maintain its aging infrastructure. Property, plant and equipment expenditures for the quarter of $407 million
were higher than the same period in the prior year primarily due to increased spending on the replacement and
expansion of generation facilities.

(in millions)
Income (Loss) Before Regulatory Accounts
Net Income
Accrued Payment to the Province
Number of Domestic Customers
GWh Sold (Domestic)
Total Reservoir Storage (GWh)
2

For the three months
ended September 30
2009
2008
Change
$ (48 )
$ 57
$ (105 )
$ 115
$ 122
$ (7 )
$ 41
$ (32)
$ 73
N/A
N/A
N/A
11,308
12,032
(724 )
N/A
N/A
N/A

For the six months
ended September 30
2009
2008
Change
$ (43 )
$ 66
$ (109 )
$ 189
$ 210
$
(21 )
$ 41
$ 35
$
6
1,814,148 1,782,901
31,247
22,715
24,289
(1,574 )
28,107
29,949
(1,842 )
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Change
$ 226
$ 148
N/A

CONSOLIDATED RESULTS OF OPERATIONS
BC Hydro reports net income both before and after net transfers to regulatory accounts. As a rate-regulated utility,
BC Hydro applies various accounting policies that are acceptable under Canadian generally accepted accounting
principles (GAAP) for rate regulated enterprises but differ from enterprises that do not operate in a rate-regulated
environment. These policies allow for the deferral of amounts that under GAAP would otherwise be recorded as
expenses or income in the current accounting period. The deferred amounts are either recovered or refunded
through future rate adjustments.
BC Hydro presents its financial statements on a gross view which shows its results under GAAP in the absence of
rate regulation (Net Income (Loss) Before Regulatory Accounts) and under GAAP with rate regulation (Net Income).
The net change in regulatory accounts in the consolidated statement of operations includes: variances between
planned amounts from the most recent revenue requirements application and actual results for cost of energy
(including variances related to load) and trade income; certain amounts incurred in the current period that are
deferred for future recovery in rates (such as demand side management expenditures); interest accrued on regulatory
accounts where allowed; and amortization of regulatory accounts into income. As a result, there can be significant
differences between net income before regulatory accounts and net income.
For the quarter ended September 30, 2009, loss before regulatory accounts was $48 million compared to income of
$57 million for the same period in fiscal 2009. The decrease was a result of lower earnings from trade activities,
higher operating costs and higher amortization, partially offset by higher domestic gross margins and lower finance
charges as a result of the strengthening of the Canadian dollar and lower interest rates in the current year.
Energy trading activities, conducted by BC Hydro’s wholly owned subsidiary, Powerex, in both electricity and gas
markets, have been affected by the weak economic climate. The downturn has resulted in substantially lower market
prices and significantly lower northwest-southwest price spreads compared to the previous year. Spot prices for the
year-to-date have averaged only $30/MWh and $33/MWh in the northwest and southwest, respectively, yielding a $3/
MWh spread. Over the same period last year, they averaged $65/MWh and $92/MWh, yielding a $27/MWh spread.
Natural gas continued to trade significantly lower as well, primarily due to increased supply in North America
coinciding with the poor economic conditions. The average daily gas price at the BC border for the year-to-date was
$2.93/MMBtu, a decrease of 67 per cent from the same period in fiscal 2009. The US dollar has also weakened
significantly, falling 15 per cent in the current fiscal year, resulting in foreign exchange losses on Powerex’s US dollar
net asset position.
Net transfers to regulatory accounts for the quarter were mainly related to the Non-Heritage Deferral Account due
to a favourable load variance due to lower demand in the large industrial sector, partially offset by higher cost of
energy than planned, and additions to the Trade Income Deferral Account of the variance between planned and
actual trade income to the extent that actual trade income reaches zero, after which trade losses flow to net income.
Other net transfers to regulatory accounts in the quarter included variances relating to lower interest rates and
higher non-current pension costs as compared to plan, and expenditures on demand side management (DSM).
Net income for the second quarter was $115 million, a decrease of $7 million from the prior year mainly as a result
of higher operating costs, amortization and finance charges, partially offset by higher domestic margins after deferral.
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For the six months ended September 30, 2009, loss before regulatory accounts was $43 million compared to income
of $66 million for the same period in fiscal 2009. The decrease was a result of lower earnings from trade activities,
higher non-current pension costs and higher amortization, partially offset by higher domestic gross margins due to
lower energy costs and by lower finance charges as a result of the strengthening of the Canadian dollar and lower
interest rates in the current year.
Net transfers to regulatory accounts for the six months ended September 30, 2009 were mainly related to the NonHeritage Deferral Account due to a favourable load variance due to lower demand in the large industrial sector,
partially offset by higher cost of energy than planned, and additions to the Trade Income Deferral Account. Other net
transfers to regulatory accounts in the period included variances relating to lower interest rates, higher than planned
foreign exchange gains, higher non-current pension costs, and expenditures on DSM.
Net income for the six months ended September 30, 2009 was $189 million compared to $210 million in the prior
year. The decrease in net income from the prior year is mainly due to higher non-current pension costs, amortization
and finance charges, offset by higher domestic gross margins all after the effect of applicable deferral accounts.
REVENUES

For the three months ended September 30

($ in Millions)

(Gigawatt hours)

		
Domestic
Residential
Light industrial and commercial
Large industrial
Other energy sales
Total Domestic
Trade
Electricity - Gross
Less: forward electricity purchases1
Electricity – Net
Gas – Gross
Less: forward gas purchases1
Gas – Net
Total Trade
Total

4

(Revised)

2009

2008

2009

2008

$ 242
274
119
48
$ 683

$ 239
267
128
(11)
$ 623

3,358
4,323
3,274
353
11,308

3,346
4,445
3,718
523
12,032

$ 366 $ 889
(237)
(391)
129
498
86
303
(78)
(269)
8
34
$ 137 $ 532
$ 820 $1,155

8,703
3,731
12,434
23,742

10,312
3,826
14,138
26,170
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(Gigawatt hours)

		
Domestic
Residential
Light industrial and commercial
Large industrial
Other energy sales
Total Domestic
Trade
Electricity - Gross
Less: forward electricity purchases1
Electricity – Net
Gas – Gross
Less: forward gas purchases1
Gas – Net
Total Trade
Total
1

F 2 010

(Revised)

2009

2008

2009

2008

$ 523
551
227
78
$1,379

$ 508
533
257
38
$1,336

7,178
8,596
6,345
596
22,715

7,167
8,871
7,468
783
24,289

$ 693 $1,492
(411)
(693)
282
799
222
548
(185)
(494)
37
54
$ 319 $ 853
$1,698 $2,189

18,494
8,191
26,685
49,400

20,165
6,701
26,866
51,155

 Forward purchases include derivatives which are deducted from gross sales in accordance with generally accepted accounting principles.

Total revenue for the three and six months ended September 30, 2009 was $820 million and $1,698 million respectively,
decreases of $335 million and $491 million compared with the same periods last year. Domestic revenues were
higher due to higher average rates in all customer classes, partially offset by lower consumption in the light industrial
and commercial and large industrial sectors due to the economic conditions in the first half of the year. Trade
revenues were lower as a result of lower average commodity prices, partially offset by higher year to date gas trade
volumes.
Domestic Revenues
Total domestic revenues of $683 million for the second quarter were $60 million or 10 per cent higher than in the
same period in the previous year. Total domestic revenues of $1,379 million for the six months ended September 30,
2009 were $43 million or three per cent higher than in the same period in the previous year. The increase was mainly
due to increased residential and light industrial and commercial revenues as a result of higher average rates,
partially offset by lower consumption in the light industrial and commercial sector due to weak demand in the wood
manufacturing industry and in the large industrial sector due to lower demand from the pulp and paper industry
caused by depressed markets for pulp and newsprint as a result of the global economic slowdown.
Trade Revenues
BC Hydro’s electricity system is interconnected with systems in Alberta and the western United States. Interconnection
facilitates sales and purchases of electricity outside of British Columbia. Energy trade activities are carried out by
Powerex, a wholly owned subsidiary of BC Hydro. Trade activities help BC Hydro balance its system by being able to
import energy to meet domestic demand when there is a supply shortage in the system due to such factors as low
water inflows. Exports are made only after ensuring domestic demand requirements can be met.
Total trade revenue for the second quarter decreased by $395 million from the second quarter of fiscal 2009 mainly
due to a decrease in electricity activities. The decrease in gross electricity revenue of $523 million was primarily due
to decreases in electricity sales prices of 44 per cent and a 16 per cent decrease in electricity sales volumes. The
decrease in gross electricity sales included a decrease in forward electricity transactions of $154 million. Net gas
revenue also decreased in the quarter by $26 million primarily driven by a 54 per cent decrease in gas sales prices.
The decrease in gross gas sales included a decrease in forward gas transactions of $191 million. Both electricity and
gas forward transactions are reported on a net basis in accordance with GAAP.
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Total trade revenue for the six months ended September 30, 2009 decreased by $534 million from the same period
in fiscal 2009 due to a decrease in both electricity sales and gas sales. The decrease in gross electricity revenue of
$799 million was driven by decreases in electricity sales prices of 49 per cent as well as an eight per cent decrease in
electricity sales volumes. The decrease in gross electricity sales included a decrease in forward electricity
transactions of $282 million which are netted in accordance with GAAP. Electricity sales prices decreased as a result
of the current economic downturn coupled with lower natural gas prices than in recent history. The decrease in gas
sales prices was driven by oversupply concerns since the beginning of the calendar year. Partially offsetting this
decrease was an increase in gas sales volumes reflecting Powerex’s strategy to continue to grow its gas business
ENERGY COSTS
Energy costs are influenced primarily by the volume of energy consumed by customers, the mix of sources of supply
and market prices of energy. The mix of sources of supply is influenced by variables such as the current and forecast
market prices of energy, water inflows, reservoir levels, energy demand and environmental and social impacts.
Energy costs are made up of the following sources of supply:

For the three months ended September 30

6

($ in millions)
2009
2008

(gigawatt hours)
2009
2008

($ per MWh)
20092
20082

Hydroelectric (water rental payments)
Purchases from Independent Power
Producers and other long-term contracts
Other electricity purchases - Domestic
Gas for thermal generation
Transmission charges and other expenses
Allocation to/from trade energy
Total Domestic

$ 67

$ 75

9,110

10,481

$ 7.23

$ 7.11

115
21
15
24
26		
$ 268

149
19
13
14
(23)
$ 247

2,004
602
194
22
570
12,502

2,338
319
47
25
(354)
12,856

57.34
34.74
77.32
31.89
$ 21.43

63.73
59.74
276.60
69.67
$ 19.22

Other electricity purchases - Trade - Gross1
Less: forward electricity purchases
Other electricity purchases - Trade - Net
Remarketed gas - Gross
Less: forward gas purchases
Other gas purchases - Trade - Net
Transmission charges and other expenses
Allocation to/from domestic energy
Total Trade
Total Energy Costs

$ 313
(237)
76
102
(78)
24
56
(26)
$ 130
$ 398

$ 652
(391)
261
308
(269)
39
74
23		
$ 397
$ 644

9,080
4,018
(570)
12,528
25,030

9,741 $ 60.64
3,958
25.39
354		
31.89
14,053 $ 29.34
26,909 $ 25.39

$ 66.90
77.82
69.67
$ 51.53
$ 36.10
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For the six months ended September 30

($ in millions)
2009
2008

Hydroelectric (water rental payments)
Purchases from Independent Power
Producers and other long-term contracts
Other electricity purchases - Domestic
Gas for thermal generation
Transmission charges and other expenses
Allocation to/from trade energy
Total Domestic

$ 132

$ 138

17,830

19,787

$ 7.39

$ 7.07

228
46
25
35
51		
$ 517

279
118
27
27
-		
$ 589

3,817
1,392
256
48
1,445
24,788

4,309
2,064
118
51
(56)
26,273

59.73
32.70
97.66
31.89
$ 20.85

64.75
57.36
228.81
70.27
$ 22.42

Other electricity purchases - Trade - Gross1
Less: forward electricity purchases
Other electricity purchases - Trade - Net
Remarketed gas - Gross
Less: forward gas purchases
Other gas purchases - Trade - Net
Transmission charges and other expenses
Allocation to/from domestic energy
Total Trade
Total Energy Costs

$ 586
(411)
175
240
(185)
55
123
(51)
$ 302
$ 819

$1,118
(693)
425
556
(494)
62
158
-		
$ 645
$1,234

19,721
8,620
(1,445)
26,896
51,684

19,862 $ 50.57
6,911
27.84
56		
31.89
26,829 $ 26.52
53,102 $ 23.80

$ 56.28
80.45
70.27
$ 47.15
$ 34.91

(gigawatt hours)
2009
2008

($ per MWh)
20092
20082

1

 Other electricity purchases in dollars include purchases for trade activities shown net of derivatives. Gigawatt hours (GWh) and $ per

2

 Total cost per MWh includes other electricity purchases at gross cost.

Megawatt hour (MWh) are shown on a gross basis.

Total energy costs for the second quarter of fiscal 2010 were $398 million, 38 per cent lower than the second quarter
last year, primarily as a result of lower purchase volumes and prices from Independent Power Producers (IPP’s) and
lower trade energy purchase volumes and prices.
For the six months ended September 30, 2009, total energy costs of $819 million were $415 million, or 34 per cent
lower than the same period last year, primarily as a result of lower IPP and market energy purchases for domestic
and lower prices for both gas and electricity for trade.
Domestic Energy Costs
Domestic energy costs of $268 million in the second quarter of fiscal 2010 were $21 million, or nine per cent higher than
the second quarter of fiscal 2009. The increase was mainly due to increased purchases for future trade as low market
prices in the current year presented buying opportunities for trade while depressed economic conditions reduced
Powerex’s purchases for trade. Historically low water inflows and the resulting decrease in hydro generation resulted
in increased market energy purchases in order to meet domestic load requirements, although the impact was
partially offset by significantly lower prices for market energy. Purchases from IPPs decreased in the quarter, mainly
due to a reduction in electricity purchases from Island Co-Generation (ICG). During the quarter, BC Hydro curtailed
its energy supply from ICG in order to take advantage of opportunities to purchase lower-priced electricity on the
open market.
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Domestic energy costs of $517 million for the six months ended September 30, 2009 were $72 million, or 12 per cent
lower than the prior year. The decrease was due to reduced volume of purchases of market electricity driven by lower
load requirements, and to lower prices for market energy. In the prior year, BC Hydro experienced delayed spring
freshet inflows and unplanned system constraints and was therefore required to purchase higher volumes of market
energy at significantly higher prices than in the current year. Purchases from IPPs also decreased in the current year
primarily due to reduced purchases from ICG.
Trade Energy Costs
In the second quarter of fiscal 2010, total trade energy costs decreased by $267 million from the second quarter of
fiscal 2009 mainly due to a decrease in electricity purchases. The decrease in gross electricity purchases in the
quarter reflects a decrease in average electricity purchase prices along with a slight decrease in electricity purchase
volumes. The decrease in electricity purchases included a decrease in forward electricity purchases of $154 million,
which are netted in revenue.
Total trade energy costs for the six months ended September 30, 2009 decreased by $343 million from the same
period in fiscal 2009 primarily due to a $532 million decrease in electricity purchases for trade along with a $316
million decrease in remarketed gas purchases. The decrease in electricity purchases for trade included a decrease
in forward electricity purchases of $282 million, which are netted in revenue, and a decrease of $250 million in spot
electricity purchases. Gross electricity purchases for the year reflect a decrease in average electricity purchase
prices along with a marginal decrease in electricity purchase volumes. The decrease in remarketed gas purchases
of $316 million was driven by a 65 per cent decrease in gas purchase prices partially offset by a 25 per cent increase
in gross gas purchase volumes. As with gas sales, gas purchase volume increases reflect Powerex’s strategy to grow
its gas business, while the decreased gas purchase prices were due to oversupply concerns since the beginning of
the year.
WATER INFLOWS
Water inflows into BC Hydro’s reservoirs were 13 per cent lower than in the second quarter of last year, and 14 per
cent lower than average (average from 1971-2000). There is no risk of spill at Williston or Kinbasket reservoirs for
the balance of the year. The outlook for the full year is for water inflows to be at 87 per cent of average, reflecting the
impact of low snow pack levels and very low precipitation during the late spring and summer.
OPERATING COSTS
Operations costs for the three and six months ended September 30, 2009 were consistent with the same periods in
the prior year. BC Hydro’s expenditures on generation and distribution systems, as well as on initiatives that support
energy conservation, all tracked closely to last year.
Maintenance costs for the three and six months ended September 30, 2009 were in line with the same periods in the
prior year. BC Hydro continued expenditures on maintenance of its generation infrastructure, distribution assets,
routine system restoration and mountain pine beetle vegetation maintenance.
General and administration costs for the three and six months ended September 30, 2009 were $19 million and $42
million higher than in the same period in the prior year, driven mainly by higher non-current pension costs of $36
million due to the net actuarial loss experienced by the BC Hydro pension plan and an increase in expenditures on
information technology services. Differences between forecast and actual non-current pension costs are transferred
to regulatory accounts, resulting in a $43 million transfer to regulatory assets for the six month period ended
September 30, 2009.
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AMORTIZATION EXPENSE
Amortization expense for the three and six month periods ended September 30, 2009 was $110 million and $209
million respectively, compared with $99 million and $192 million in the same periods in the prior year. The increase
is primarily due to higher assets in service in the current period related to BC Hydro’s capital expenditure program.
FINANCE CHARGES
Finance charges of $97 million for the second quarter and $185 million for the six months ended September 30, 2009
were $16 million and $35 million lower, respectively, than the same periods in the prior year. The decrease is due
mainly to lower short term interest rates and a foreign exchange translation gain on net unhedged US dollar
exposures due to a greater strengthening of the Canadian dollar as compared to the US dollar in the current year as
compared with the prior year. Mark to market adjustments for certain risk management activities and other finance
charges offset the favourable variance in the quarter but contributed to the favourable variance for the six month
period, partially offset by a higher average volume of debt and lower sinking fund income as BC Hydro’s Canadian
sinking funds were liquidated in June 2008.
REGULATORY TRANSFERS
BC Hydro has established various regulatory accounts with the approval of the British Columbia Utilities Commission
(BCUC). Regulatory accounts allow BC Hydro to defer certain types of revenue and cost variances through transfers
to and from the accounts which have the effect of adjusting net income. The deferred amounts are then included in
customer rates in future periods, subject to approval by the BCUC.
The net change in regulatory accounts on the consolidated statement of operations includes the deferral of
differences between planned and actual results for cost of energy (including variances related to load), trade income,
finance charges and non-current pension costs. A second category of regulatory account includes costs deferred for
future recovery in rates. Examples of such costs include the Demand Side Management and the GM Shrum Unit 3
repair costs. Also impacting the consolidated statement of operations are interest accrued on regulatory accounts,
where allowed, and amortization of regulatory accounts.
For the three and six months ended September 30, 2009, BC Hydro transferred, on a net basis, $163 million and $232
million to regulatory accounts, compared with the transfer of $65 million and $144 million to the regulatory accounts
during the same periods last year. The majority of the transfers relate to the cost of energy deferral accounts. The
net balance in the regulatory asset and liability accounts as at September 30, 2009, was $1,250 million compared to
$1,018 million at March 31, 2009.
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Regulatory transfers are comprised of the following:
For the three months
For the six months
ended September 30
ended September 30
(in millions)
2009
2008
2009
2008
Variances between forecast and actual costs				
Energy deferral accounts
$ 163
$33
$ 206
$ 80
Finance charges
(52)
6
(104)
5
Non-current pension deferral
22
43
Net employment cost deferral
(22)
(22)
Other
(2)
(7)
109
40
116
86
Deferral of costs for future recovery in rates				
Demand Side Management
22
20
43
38
GM Shrum Unit 3 deferral
11
Return on Equity
14
28
Other
24
23
49
44
60
43
131
82
				
Recovery of regulatory accounts
(15)
(20)
(33)
(29)
				
Interest on regulatory accounts
9
3
18
6
Net change in regulatory accounts
$ 163
$67
$ 232
$ 145

ADOPTION OF NEW ACCOUNTING STANDARDS
Effective April 1, 2009, BC Hydro adopted the following changes to standards issued by the Canadian Institute of
Chartered Accountants (CICA).
(a) Goodwill and Intangible Assets
	BC Hydro adopted new CICA Handbook Section 3064, Goodwill and Intangible Assets. This section replaced CICA
Handbook Section 3062, Goodwill and Intangible Assets, and establishes revised standards for the recognition,
measurement, presentation and disclosure of goodwill and intangible assets.
	As a result of adopting this new standard, the Company has retroactively revised the comparative statements for
amounts that no longer qualify for capitalization. The effect of the change reduced opening retained earnings by
$10 million, which is the amount of the adjustment related to periods prior to April 1, 2009. To reflect the write-off
of amounts previously capitalized in the prior period but which no longer meet the criteria for capitalization,
intangible assets decreased by $8 million and other long-term liabilities increased by $2 million, with the
corresponding amount being charged to income in the prior periods. An adjustment of $1 million was also made
to other long-term liabilities, with the corresponding amount being reflected in property, plant and equipment.
	The Company also reclassified $118 million of clearing costs from intangible assets to lines within property, plant
and equipment.
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(b) Accounting for Rate-Regulated Operations
	Effective April 1, 2009, the Canadian Accounting Standards Board (AcSB) removed the temporary exemption in
Section 1100, Generally Accepted Accounting Principles, pertaining to the application of that Section to the
recognition and measurement of assets and liabilities arising from rate regulation. The removal of the exemption
requires the Company to now apply Section 1100 to the recognition of assets and liabilities arising from rate
regulation. In applying Section 1100, the Company may consult other sources, including pronouncements issued
by bodies authorized to issue accounting standards in other jurisdictions. Consequently, the Company has
consulted and applied US Statement of Financial Accounting Standards No. 71, Accounting for the Effects of Certain
Types of Regulation, to its rate-regulated operations and has determined that all regulatory assets and liabilities
qualify for recognition under Canadian GAAP. As a result, the removal of the temporary exemption under Section
1100 did not impact the Company’s consolidated financial statements.
STATUS OF TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)
On February 13, 2008, the Canadian Accounting Standards Board confirmed the adoption of IFRS in place of Canadian
GAAP for publicly accountable enterprises. The new requirements are effective for interim and annual reporting
periods beginning on or after January 1, 2011. For BC Hydro, this will be effective for the fiscal year commencing on
April 1, 2011.
In October 2009, the Canadian Public Sector Accounting Board (PSAB) confirmed the existing guidance whereby
Government Business Enterprises (GBEs), which BC Hydro is classified as, adhere to standards for publicly
accountable enterprises in the private sector, which confirms BC Hydro’s adoption of IFRS in fiscal 2012.
To facilitate the conversion process, BC Hydro has appointed an external advisor and assembled a core project team.
Project governance has been established with the formation of a Steering Committee and the identification of other
key stakeholders within the organization who will support the overall conversion process. Regular reporting is
provided to the Audit and Risk Management Committee of the Board of Directors.
Project planning commenced with a high level diagnostic review of significant differences between IFRS and Canadian
GAAP. Areas with significant differences that will impact BC Hydro include: Regulatory Accounting, Property, Plant &
Equipment, Provisions and Contingent Liabilities, Employee Benefits, and the overall presentation of financial
statements. There are also a number of significant changes with the initial adoption of IFRS under IFRS 1, First-time
Adoption of International Financial Reporting Standards.
Diagnostic and assessment activities have been substantially completed to date. The completion of topic specific
workshops resulted in detailed assessments of potential impacts along with required changes to policies, processes
and systems. An analysis of financial system impacts has been completed and specific reporting requirements have
been incorporated into the planned conversion to a new financial system platform. Implementation activities have
commenced in the current fiscal year
Planning efforts have advanced on potential changes to Regulatory Accounting and related impacts to financial
reporting for rate making purposes. Collaboration with the BCUC will be integral throughout this process. An industry
work group of BC regulated utilities has been established to identify common transition issues and potential
regulatory strategies to address them.
Changes to standards will continue to be monitored throughout the implementation phase. Of particular note, the
International Accounting Standards Board (IASB) issued an exposure draft on rate-regulated activities in July 2009.
BC Hydro is currently assessing the impacts of the proposals on its operations.
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PAYMENT TO THE PROVINCE
Under a Special Directive from the Province, BC Hydro is required to make an annual payment to the Province (the
Payment) on or before June 30 of each year. The Payment is equal to 85 per cent of BC Hydro’s distributable surplus
for the most recently completed fiscal year assuming that the debt to equity ratio, as defined by the Province, after
deducting the Payment, is not greater than 80:20. If the Payment would result in a debt to equity ratio exceeding
80:20, then the Payment will be based on the greatest amount that can be paid without causing the debt to equity
ratio to exceed 80:20. The dividend accrued as at September 30, 2009, is $41 million which is below 85 per cent of the
distributable surplus due to the 80:20 cap.
LEGAL PROCEEDINGS
Since 2000, Powerex has been named, along with other energy providers, in lawsuits and U.S. federal regulatory
proceedings which seek damages and/or contract rescissions based on allegations that, during part of 2000 and
2001, the California wholesale electricity markets were unlawfully manipulated and energy prices were not just and
reasonable. As at March 31, 2009, Powerex has obtained dismissals of all but one of the lawsuits. In the remaining
lawsuit by the California Department of Water Resources (CDWR), Powerex obtained a court ordered stay in
September 2009, due to overlapping allegations at the Federal Energy Regulatory Commission (FERC). No further
steps may be taken by either party in this litigation pending resolution of those FERC proceedings.
FERC has approved a settlement agreement between FERC staff and Powerex that acknowledged there was no
evidence that Powerex engaged in improper practices. In accordance with the terms of the agreement, Powerex has
paid the sum of US$1.3 million to FERC. FERC’s approval of this settlement is being challenged by various California
parties. If the challenges are unsuccessful, FERC’s determination that Powerex did not engage in market manipulation
could provide Powerex with additional defences in the other FERC proceedings.
FERC decided earlier in the proceedings that certain market-wide refunds will have to be paid by energy providers to
various California parties. The precise amount has not been determined and the timing of the refunds is unknown.
In addition, FERC has been ordered by the Ninth Circuit to reconsider additional refunds based on allegations of
seller market manipulation and on quarterly reporting deficiencies. CDWR transactions will be included in these
latter inquiries.
On May 22, 2009, the California Attorney General (Cal AG) filed a new complaint with FERC under s. 309 of the Federal
Power Act, seeking refunds on energy sales to CDWR from January 18, 2001, to June 19, 2001, on the basis of unfair
tariffs and market manipulation. Motions have also been filed with FERC by various California and Pacific Northwest
parties asking FERC to consolidate the s.309 complaint with other active FERC proceedings and set a market wide
energy price for the relevant periods in 2000 and 2001.
The Cal AG and the California parties filed a motion on June 9, 2009, seeking refunds for all energy sales to CDWR
from June 20, 2001, to Dec 19, 2001, on the basis that the prices exceeded the FERC established market clearing
price. Powerex has filed a response in opposition to this motion on the basis that the transactions in question were
not governed by the market clearing price.
Powerex and other sellers have filed a petition with the US Supreme Court seeking an appeal from the Ninth Circuit
Court’s August 2007 decision which directed FERC to consider CDWR purchases and evidence of market manipulation
to ascertain whether it should have reached a different conclusion and allowed refunds in the Pacific Northwest.
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Due to the ongoing nature of the regulatory and legal proceedings against Powerex, management cannot predict the
outcomes of the claims against Powerex. Powerex has recorded provisions for uncollectible amounts and legal costs
associated with the California energy crisis. These provisions are based on management’s best estimates, and are
intended to adequately provide for any exposure. However, the amounts that are ultimately collected or paid may
differ from management’s current estimates. Management has not disclosed the provision amounts or ranges of
expected outcomes due to the potentially adverse effect on the process.
Due to the size, complexity and nature of BC Hydro’s operations, various other legal matters are pending. It is not
possible at this time to predict with any certainty the outcome of such litigation. Management believes that any
settlements related to these matters will not have a material effect on BC Hydro’s consolidated financial position or
results of operations.
REGULATION
Long-Term Acquisition Plan (LTAP)
On June 12, 2008, BC Hydro filed the 2008 Long-Term Acquisition Plan (LTAP) Application with the BCUC. The 2008
LTAP is an update to the 2006 Integrated Electricity Plan/LTAP, and outlines actions to be taken over the next 10 years
to build on work started to meet the 2007 British Columbia Energy Plan’s objectives and ensure that BC Hydro
continues to provide reliable, cost-effective long-term service to its customers. In the 2008 LTAP, BC Hydro sought a
number of approvals from the BCUC. A public hearing took place in February 2009 and a decision by the BCUC was
received in July 2009 in which the BCUC rejected BC Hydro’s recommendation to reduce the energy planning reliance
on the Burrard Thermal Generating Station from 6,100 GWh/year to 3,000 GWh/year. The B.C. Government has
indicated that it will provide the BCUC with specific direction on Burrard Thermal Generating Station and BC Hydro
will prepare an investment plan for future capital expenditures at Burrard Thermal Generating Station later in fiscal
2010 once the government’s direction is received and assessed.
Gordon M. Shrum (GMS) Turbine Replacement Project
On August 5, 2009, BC Hydro filed an application with the BCUC for the expenditures associated with the Gordon M.
Shrum (GMS) Units 1 to 5 Turbine Replacement Project. GMS Units 1 to 5 are late 1960’s vintage turbines that have
reached their end of life and require replacement. A written regulatory review process in underway, with final
arguments planned for early December.
Mica Gas Insulated Switchgear (GIS) Project
On August 5, 2009, BC Hydro filed an application with the BCUC for the expenditures associated with the Mica Gas
Insulated Switchgear (GIS) Project. The existing GIS is more than 30 years old, and poses the risk of forced outage to
BC Hydro. The Project will replace, with modern GIS technology, all the existing GIS at Mica. A written regulatory
process is underway, with final arguments planned for early December.
Large General Service (LGS)
An application to re-design the Large General Service (LGS) rate to provide for new conservation rates for BC Hydro’s
Large General Service customer class was filed with the BCUC on October 16, 2009. If approved, the existing LGS
rate class will be split into two new customer classes: a new large customer class and a new medium customer
class. A two part rate is proposed for the large customer class while BC Hydro is proposing to move the medium
customer class from a declining energy charge to a flat energy charge over a six year phase-in period. Further rate
structures will be designed over the next few years to help us meet our conservation targets.
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LIQUIDITY AND CAPITAL RESOURCES
Cash flow used by operating activities for the second quarter was $69 million, compared with $76 million used by
operating activities for the same period last year. The improvement in cash flow was primarily due to a decrease in
unrealized gains on mark to market and changes in working capital. For the six month period ended September 30,
2009, cash flow used by operating activities was $34 million, compared with cash flow provided by operating activities
of $64 million in the same period last year. The decrease was primarily due to a decrease in net income partially
offset by changes in working capital.
The net long-term debt balance at September 30, 2009 was $9,664 million, compared with $9,325 million at March
31, 2009. The increase was a result of net long-term bond issues totaling $338 million as well as other net debt
increases of $8 million for discount and issue costs less amortization, an increase in revolving borrowings of $237
million, offset by a decrease of $30 million in debt due to fair value adjustments resulting from fair value hedges and
net foreign exchange revaluation gains of $214 million.
PROPERTY, PLANT AND EQUIPMENT EXPENDITURES
Property, plant and equipment expenditures were as follows:

(in millions)
Distribution improvements and expansion
Generation replacements and expansion
Transmission lines and substation
replacements & expansion1
General, including computers and vehicles2

For the three months
ended September 30
2009
2008
$ 120
$ 103
136
96

For the six months
ended September 30
2009
2008
$ 222
$ 195
235
173

98
115
197
53
38
116
$ 407
$ 352
$ 770
				

1

221
63
$ 652

Land Rights in fiscal 2009, have been reclassified from Transmission lines to General, resulting in an impact of $3 million and $6 million
for three month and six month periods ended September 30, 2008, respectively.				

				
2

In addition to the reclassification of Land Rights, General in fiscal 2009 has been restated to include intangible assets of $12 million in the
quarter and $17 million year to date and to exclude intangible assets that are no longer eligible for capitalization in accordance with newly
adopted CICA Section 3064, Goodwill and Intangibles of $1 million and $2 million for the three month and six month periods ended
September 30, 2008, respectively, resulting in a fiscal 2009 Quarter 2 net impact of $10 million and a year to date net impact of $15 million.

Distribution capital expenditures increased by $17 million in the second quarter and by $27 million year to date
compared with the same periods in fiscal 2009, primarily due to higher levels of work on recurring distribution
system projects.
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Generation replacements and expansion expenditures increased by $40 million in the second quarter and increased
by $62 million year to date compared with the same periods in the prior year. The increase is a result of higher
expenditures on the Revelstoke Unit 5 Installation, the GM Shrum Transformer Replacement, the Terzaghi Spillway
Gate Reliability project, the Fort Nelson Resource Smart Upgrade, and various other reliability and upgrade projects,
offset by lower expenditures on the Aberfeldie Redevelopment that went into service in the first quarter of fiscal 2010.
Transmission capital expenditures, planned and completed by British Columbia Transmission Corporation on the
assets owned by BC Hydro, decreased by $17 million in the second quarter and by $24 million year to date compared
with the same periods in the prior year. The decrease in the quarter is primarily due to a decrease in the number of
capacity driven projects, substantial completion of the Vancouver Island Transmission Reinforcement Project and
cancellation of two projects under the Canadian Hydro Blue River IPP project, offset by higher expenditures on circuit
breaker replacement projects. Year to date, the decrease is also offset by increased expenditures on IPP projects and
on the Vancouver City Central Transmission project.
General capital expenditures increased by $15 million in the second quarter and by $53 million year to date compared
with the same periods in the prior year. The majority of the increases are due to current year expenditures for the
Home Purchase Offer Program in Tsawwassen.
WANETA DAM AND GENERATING FACILITY
On September 23, 2009, BC Hydro and Teck Metals Limited (Teck) signed an Asset Purchase Agreement for the
acquisition by BC Hydro of a one-third interest in Teck’s Waneta Dam and generating facility near Trail, B.C. for $825
million. Closing is subject to certain conditions including BCUC approval and completion of First Nation consultation.
RISK MANAGEMENT
BC Hydro faces risks to its business that could significantly impact its ability to achieve its short- and long-term
financial, social and environmental goals. The goal of risk management is not to eliminate risks, but rather to
mitigate them to acceptable levels which are commensurate with potential benefits to be derived. While risks cannot
be eliminated, BC Hydro’s strategies aim to minimize or mitigate them with a specific risk management process that
is applied to day-to-day business activities as well as to specific projects and initiatives. BC Hydro’s Chief Risk Officer
is responsible for overseeing the identification and assessment of significant risks and ensuring strong oversight of
significant risks by the BC Hydro Risk Management Committee. BC Hydro’s Board of Directors also plays a key role
in the oversight of risk management, as the Board must understand the risks being taken by BC Hydro and ensure
that processes are in place to appropriately manage the risks.
The most significant risk to the reliability of BC Hydro’s system is the impact of uncontrollable weather events such
as snow and wind storms, particularly during the fall and winter seasons. Reliability risks could also result from
either a lack of available generation supply or the associated transmission capacity to meet customer demand. BC
Hydro manages these risks through long-term planning, asset maintenance and replacement programs, working
with British Columbia Transmission Corporation to mitigate transmission and substation outages, reliance on a
diverse supply of energy options, and through cooperative support arrangements with neighbouring utilities. The
generation and distribution of electricity inherently results in certain safety risks to both BC Hydro workers and the
public. To manage worker and public safety, BC Hydro relies on education and training, safe design, safety practice
regulations and communication.
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The amount of energy stored in BC Hydro system reservoirs is slightly above the historic average for this time of
year, but lower than last year’s level. The total system inflow energy equivalent for fiscal 2010 is forecasted to be
87 per cent of normal. The impact of these below-average system inflows have been partially offset by a reduction in
domestic loads due to the current economic conditions. With the reduced load forecast and an increase in expected
other domestic resources (e.g. Teck Waneta purchase) the system is no longer forecasted to be in a net deficit energy
position for the remainder of fiscal 2010. However, several factors constrain BC Hydro’s ability to use its stored
system energy to meet load throughout the year. These factors include generating unit outages at major plants
(forced outages and capital projects) as well as water management constraints which limit generation at major
plants during some periods. As a result, even when the system has an annual energy surplus, some electricity
purchases may still be required during constrained periods of the year (e.g. fall, winter, early spring), while electricity
sales may be needed during other periods to avoid spill from system reservoirs.
First Nation consultation activities for regulatory and legal requirements, claims of historic grievances, land claims,
and service reliability issues pose risks to BC Hydro. These risks are managed through a comprehensive Aboriginal
Relations program. The long-term goal of building relationships with First Nations is intended to go beyond
addressing the impact of BC Hydro facilities on First Nations and reducing the associated financial, legal and
operating risks. BC Hydro looks to build sustainable and mutually-beneficial relationships with its aboriginal
neighbours. The BC Court of Appeal provided greater clarity this year on the role of BC Hydro, as Crown decisionmaker, in upholding the honour of the Crown. BC Hydro is working to ensure that the consultation requirements set
out by the Courts will be met.
Many financial risks (difference between forecast and actual costs) are mitigated through deferral accounts. The
uncertainty of the extent and duration of the current economic downturn has both exacerbated and mitigated certain
risks to BC Hydro’s objectives. The industrial sector and the forestry sector in particular has taken a series of
indefinite and permanent shutdowns which have resulted in a reduction in current and forecasted BC Hydro load.
Customer and supplier credit risk remains elevated. Lower electricity and natural gas prices are placing downward
pressure on the forecast of BC Hydro’s near-term energy costs. Lower energy prices have led to a contraction in
locational and seasonal price spreads, lessening the potential for profit from trading activities. The economic
contraction has continued to improve the labour supply of engineers and senior managers and has also improved BC
Hydro’s ability to attract and retain staff in a variety of roles. In addition, the return on pension fund assets and the
market discount rate at year end can have a significant impact on the cost of providing employee future benefits.
Areas where BC Hydro is exposed to the risk of non-compliance with environmental regulations include the release
of hazardous materials into the environment and endangerment of wildlife and their habitats. These risks are
managed through environmental management systems and risk mitigation strategies.
Management’s assessment of risk is continuous. Other risks to BC Hydro have not changed materially from the
Management Discussion and Analysis in the 2009 Annual Report.
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FUTURE OUTLOOK
BC Hydro filed an updated Service Plan in September 2009 that is incorporated as part of the Provincial Government
Budget. The updated Service Plan forecast income before regulatory accounts for fiscal 2010 at $78 million and net
income at $452 million. BC Hydro’s updated forecast income before regulatory accounts for fiscal 2010 is an $70
million loss and net income of $392 million. The reduction in the forecast income before regulatory accounts from
the previous forecast relates largely to a reduction in forecast Trade Income, to a loss position, due to the slowing
economy and the strengthening Canadian dollar and to an increase in domestic energy costs resulting from the
impact of lower water inflows which are at 15 year lows. These changes, with the exception of the trade income loss,
flow through regulatory accounts for future recovery/refund from/to ratepayers. Trade Income below $Nil and above
$200 million flow to the risk/benefit of the shareholder and have an impact net income.
BC Hydro’s earnings can fluctuate significantly due to various non-controllable factors such as the level of water
inflows, customer load, market prices for electricity and natural gas, weather temperatures, interest rates and
foreign exchange rates. The updated forecast for fiscal 2010 assumes lower than average water inflows (87 per cent
of average), customer load of 50,000 GWh, average market electricity prices of US $31.63/MWh, short-term interest
rates of 0.28 per cent and a US dollar exchange rate of US $0.8932.

17

B C

H Y D R O

S E C O N D

Q U A R T E R

R E P O R T

–

F 2 010

I N T ER I M C ON S O L I D A T ED F i n a n cial S tat e m e n ts
CONSOLIDATED STATEMENT OF OPERATIONS

(Unaudited)

For the three months
ended September 30

For the six months
ended September 30

(Revised Note 1)

(Revised Note 1)

(in millions)
2009
2008
2009
Revenues				
Domestic
$ 683
$ 623
$1,379
Trade
137
532
319
820
1,155
1,698
Expenses				
Energy Costs:				
Domestic
268
247
517
Trade
130
397
302
Operations
87
86
169
Maintenance
81
81
166
General & Administration
52
33
108
Taxes
43
42
85
Amortization
110
99
209
771
985
1,556
Operating Income
49
170
142
Finance Charges
97
113
185
Income / (Loss) Before Regulatory Accounts
(48)
57
(43)
Net Change in Regulatory Accounts (Note 5)
163
65
232
Net Income
$ 115
$ 122
$ 189

2008
$1,336
853
2,189

589
645
164
164
66
83
192
1,903
286
220
66
144
$ 210

See accompanying notes to the interim consolidated financial statements.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
				
(Unaudited)
For the three months
For the six months
ended September 30
ended September 30
(in millions)
2009
2008
2009
2008
Net Income
$ 115
$ 122
$ 189
$ 210
Other Comprehensive Income (Loss) (Note 8)
39		
23
77		
(5)
Comprehensive Income
$ 154
$ 145
$ 266
205
See accompanying notes to the interim consolidated financial statements.

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

(Unaudited)		
		
(in millions)			
Retained Earnings, Beginning of Year (As Previously Reported)		
Adoption of New Accounting Standard (Note 2)			
Retained Earnings, Beginning of Year (As Revised)			
Net Income			
Accrued Payment to the Province			
Retained Earnings, End of Period			
See accompanying notes to the interim consolidated financial statements.
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For the six months
ended September 30
2009
2008
$2,231
$1,865
(10)
(10)
2,221
1,855
189
210
(41)
(35)
$2,369
$2,030
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CONSOLIDATED BALANCE SHEET

(Unaudited)

As at
September 30
2009

(Revised Note 2)
As at
March 31
2009

$ 7,386
99
7,485

$ 6,996
115
7,111

2,278
1,013
308
3,599

2,329
1,272
877
4,478

391
1,062
196
996
2,645

342
1,046
195
1,008
2,591

2,369
35
2,404
$ 16,133

2,221
(42)
2,179
$ 16,359

(in millions)
ASSETS
Property, Plant and Equipment, Net
$ 12,405
$ 11,860
Current Assets				
Cash and cash equivalents
14
190
Accounts receivable and accrued revenue
501
713
Inventories (Note 3)
211
178
Prepaid expenses
208
170
Current portion of derivative financial instrument assets
327
836
1,261
2,087
Other Assets and Deferred Charges
Intangible assets (Note 2)
274
269
Sinking funds
99
115
Employee future benefits
323
337
Regulatory assets (Note 5)
1,641
1,360
Derivative financial instrument assets
130
331
2,467
2,412
$ 16,133
$ 16,359
LIABILITIES AND EQUITY
Long-Term Debt
Long-term debt, net of sinking funds
Sinking funds presented as assets
Current Liabilities
Current portion of long-term debt
Accounts payable and accrued liabilities
Current portion of derivative financial instrument liabilities
Other Liabilities
Regulatory liabilities (Note 5)
Deferred contributions
Derivative financial instrument liabilities, long-term
Other long-term liabilities
Shareholder’s Equity
Retained earnings
Accumulated other comprehensive income / (loss) (Note 8)

Commitments and Contingencies (Note 9)
See accompanying notes to the interim consolidated financial statements.

Approved on behalf of the Board:
Dan Doyle
Chairman

Tracey L. McVicar
Chair, Audit and Risk Management Committee
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CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

For the three months
For the six months
ended September 30
ended September 30
(in millions)
2009
2008
2009
2008
Operating Activities				
Net income
$ 115
$ 122
$ 189
$ 210
Regulatory account transfers
(200)
(78)
(283)
(162)
Adjustments for non-cash items:				
Amortization of regulatory accounts (Note 5)
15
19
33
29
Amortization expense
110
99
209
192
Foreign exchange translation (gains) losses
(13)
6
(26)
5
Unrealized (gains) losses on mark-to-market
(2)
(77)
(8)
5
Other items
10
(10 )
11
(14)
35
81
125
265
Changes in non-cash working capital:				
Accounts receivable and accrued revenue
197
87
212
42
Accounts payable and accrued interest
(173)
(111)
(300)
(76)
Prepaid expenses
(122)
(116)
(38)
(88)
Inventories
(6)
(17)
(33)
(79)
(104)
(157)
(159)
(201)
Cash provided by (used in) operating activities
(69)
(76)
(34)
64
				
Investing Activities				
Property, plant and equipment and intangible asset expenditures
(412)
(345)
(769)
(652)
Deferred contributions
20
28
33
55
Other items
(7)
(1)
(9)
(7)
Cash used in investing activities
(399)
(318)
(745)
(604)
				
Financing Activities				
Bonds				
Issued
313
790
202
Retired
(18 )
(432)
(94)
Revolving borrowings
28
269
239
201
Sinking fund withdrawals
2
508
Payment to the Province
(288)
Other items
1
15
4
15
Cash provided by financing activities
342
266
603
544
Increase (decrease) in cash and cash equivalents
(126)
(128)
(176)
4
Cash and cash equivalents, beginning of period
140
154
190
22
Cash and cash equivalents, end of period
$ 14
$ 26
$ 14
$ 26
				
Supplemental Disclosure of Cash Flow Information				
Interest paid
$ 111
$ 111
$ 255
$ 250

See accompanying notes to the interim consolidated financial statements.
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NO T E S T O I N T ER I M C ON S O L I D AT ED F i n a n cial S tat e m e n ts
( UN A UD I T ED ) S E P T E M B ER 3 0 , 2 0 0 9
DESCRIPTION
British Columbia Hydro and Power Authority (BC Hydro), was established in 1962 as a Crown Corporation of the
Province of British Columbia (the Province) by enactment of the Hydro and Power Authority Act. As directed by the
Hydro and Power Authority Act, BC Hydro’s mandate is to generate, manufacture, distribute and supply power. BC
Hydro’s corporate purpose is to provide “Reliable power, at low cost, for generations.” BC Hydro is subject to
regulation (see Note 5) by the British Columbia Utilities Commission (BCUC) which, among other things, approves
the rates BC Hydro charges for its services.
BC Hydro owns and operates electric generation and distribution facilities in the Province. BC Hydro also owns
transmission facilities in the Province that are operated by British Columbia Transmission Corporation (BCTC), an
independent Crown Corporation of the Province.
NOTE 1: ACCOUNTING POLICIES
The interim consolidated financial statements have been prepared by management in accordance with Canadian
generally accepted accounting principles (GAAP) for preparation of interim financial statements and do not conform
in all respects to the disclosure requirements for annual financial statements. BC Hydro follows certain accounting
practices that reflect the effects of regulation, and differ from the accounting practices for enterprises that do not
operate in a rate-regulated environment. These interim consolidated financial statements and the notes should be
read in conjunction with the Annual Consolidated Financial Statements and accompanying notes in BC Hydro’s 2009
Annual Report.
Except for the changes described in Note 2, these interim consolidated financial statements follow the same
accounting policies as those described in BC Hydro’s 2009 Annual Report.
Certain amounts in the prior year’s statements related to trade revenue and expense, and operating expenses have
been reclassified to conform to the current year’s presentation.
NOTE 2: ADOPTION OF NEW ACCOUNTING STANDARDS
Effective April 1, 2009, BC Hydro adopted the following changes to standards issued by the Canadian Institute of
Chartered Accountants (CICA).
(a) Goodwill and Intangible Assets
BC Hydro adopted new CICA Handbook Section 3064, Goodwill and Intangible Assets. This section replaced CICA
Handbook Section 3062, Goodwill and Intangible Assets, and establishes revised standards for the recognition,
measurement, presentation and disclosure of goodwill and intangible assets.
As a result of adopting this new standard, the Company has retroactively revised the comparative statements for
amounts that no longer qualify for capitalization. The effect of the change reduced opening retained earnings by $10
million, which is the amount of the adjustment related to periods prior to April 1, 2009. To reflect the write-off of
amounts previously capitalized in the prior period but which no longer meet the criteria for capitalization, intangible
assets decreased by $8 million and other long-term liabilities increased by $2 million, with the corresponding
amount being charged to income in the prior periods. An adjustment of $1 million was also made to other long-term
liabilities, with the corresponding amount being reflected in property, plant and equipment.
The Company also reclassified $118 million of clearing costs from intangible assets to lines within property, plant
and equipment.
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(b) Accounting for Rate-Regulated Operations
Effective April 1, 2009, the Canadian Accounting Standards Board (AcSB) removed the temporary exemption in
Section 1100, Generally Accepted Accounting Principles, pertaining to the application of that Section to the recognition
and measurement of assets and liabilities arising from rate regulation. The removal of the exemption requires the
Company to now apply Section 1100 to the recognition of assets and liabilities arising from rate regulation. In applying
Section 1100, the Company may consult other sources, including pronouncements issued by bodies authorized to
issue accounting standards in other jurisdictions. Consequently, the Company has consulted and applied US
Statement of Financial Accounting Standards No. 71, Accounting for the Effects of Certain Types of Regulation, to its
rate regulated operations and has determined that all regulatory assets and liabilities qualify for recognition under
Canadian GAAP. As a result, the removal of the temporary exemption under Section 1100 did not impact the Company’s
consolidated financial statements.
NOTE 3: INVENTORIES

(in millions)
Materials and supplies
Natural gas trading inventories

As at
September 30
2009
$ 75
136
$ 211

As at
March 31
2009
$ 75
103
$ 178

NOTE 4: SEASONALITY OF OPERATING RESULTS
Due to the seasonal nature of BC Hydro’s operations, the interim consolidated statement of operations is not
indicative of operations on an annual basis. Seasonal impacts of weather, including its impact on water inflows,
energy consumption within the region and market prices of energy, can have a significant impact on BC Hydro’s
operating results.
NOTE 5: REGULATION
BC Hydro is regulated by the BCUC, and both entities are subject to general or special directives and directions
issued by the Province. BC Hydro operates primarily under a cost of service regulation as prescribed by the BCUC.
Orders in Council from the Province establish the basis for determining BC Hydro’s equity for regulatory purposes,
as well as its allowed return on equity and the annual payment to the Province. Calculation of its revenue requirements
and rates charged to customers are established through applications filed with and approved by the BCUC.
BC Hydro applies various accounting policies that differ from GAAP for enterprises that do not operate in a rateregulated environment. Generally, these policies result in deferral and amortization of costs and recoveries to allow
for adjustment of future rates. In the absence of rate-regulation, these amounts would otherwise be included in the
determination of net income in the period the amounts are incurred. These accounting policies support BC Hydro’s
regulation and have been established through ongoing application to and approval by the BCUC. To the extent that a
regulatory account has been, or will be applied for, and in management’s estimate, acceptance of deferral treatment
by the BCUC is considered probable, the Company will defer such costs in advance of a final decision of the BCUC.
Should the BCUC deny the application for regulatory treatment, the amount deferred would be recorded in net
income at such time.
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Regulatory Accounts
The following regulatory assets and liabilities have been established through rate regulation. For the three and six
months ended September 30, 2009, the impact of regulatory accounting has resulted in an increase to net income of
$163 million and $232 million respectively (three and six months ended September 30, 2008 – $65 million and $144
million increase respectively).
(Revised)

		
April 1,
Addition		
(in millions)		
2009
(Reduction)
Amortization
Regulatory Assets					
Heritage Deferral Account
$ 329
$ 12
$ (13)
Non-Heritage Deferral Account
74
62
(3)
BCTC Deferral Account
9
8
Trade Income Deferral Account		
59
3
Demand-Side Management Programs		
364
42
(25 )
First Nation Negotiations,
Litigation and Settlement Costs
389
11
(3)
Non-Current Pension Cost		
43
Other Regulatory Accounts
195
82
3
Total Regulatory Assets
$ 1,360
$ 319
$ (38)
Regulatory Liabilities 					
Future Removal and Site
Restoration Costs		
$ 172
$
$ (10)
Trade Income Deferral Account
80
(80)
Foreign Exchange Gains and Losses
57
26
5
Weighted Average Cost of Debt
77
Other Regulatory Accounts
33
31
Total Regulatory Liabilities
$ 342
$ 54
$ (5)
Net Regulatory Asset
$ 1,018
$ 265
$ (33)

Net
change
$

(1)
59
8
62
17

September 30
2009
$

328
133
17
62
381

8
43
85
$ 281

397
43
280
$ 1,641

$ (10)
(80)
31
77
31
$ 49
$ 232

$ 162
88
77
64
$ 391
$ 1,250

Orders in Council from the Province establish the basis for determining BC Hydro’s equity for regulatory purposes,
as well as its allowed return on equity and the annual Payment to the Province.
During the three months ended September 30, 2009, BC Hydro determined that as at April 1, 2009, $10 million that
previously been included in the First Nations Negotiations, Litigation and Settlement Costs regulatory account
should have been accounted for in the Capital Project Investigation regulatory account, which is included in Other
Regulatory Accounts. The amount was reclassified as of September 30, 2009 and the reclassification has no impact
on any other schedules or statements in the interim report or in the F2009 Annual Financial Report.
Other Regulatory Accounts include the Smart Metering and Infrastructure (SMI) program costs. In fiscal 2009, BC
Hydro applied and received approval for deferral of the SMI costs incurred in fiscal 2009. BC Hydro will be applying
for approval of deferral of fiscal 2010 SMI costs.
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NOTE 6: CAPITAL MANAGEMENT
Orders in Council from the Province establish the basis for determining BC Hydro’s equity for regulatory purposes,
as well as its allowed return on equity and the annual Payment to the Province. Capital requirements are consequently
managed through the retention of equity subsequent to the Payment to the Province and the imposed requirement of
maintaining a debt to equity ratio not exceeding 80:20.
BC Hydro monitors its capital structure on the basis of its debt to equity ratio. For this purpose, BC Hydro defines
debt as long-term debt less investments held in sinking funds and temporary investments. Equity as defined for
regulatory purposes comprises retained earnings and accumulated other comprehensive income.
BC Hydro manages its capital so as not to exceed the 80:20 debt to equity ratio as defined by the Province. During the
period, there were no changes in this approach to capital management.
The debt to equity ratio, based on equity as defined for regulatory purposes, at September 30, 2009 and March 31,
2009 was as follows:
As at
As at
September 30
March 31
(in millions)
2009
2009
Total long-term debt, net of sinking funds
$ 9,664
$ 9,325
Less: cash and cash equivalents
(14)
(190)
Net Debt
$ 9,650
$ 9,135
Retained earnings - as previously reported
2,369
2,231
Adoption of new accounting standard (Note 2)
(10)
Accumulated other comprehensive income / (deficit)
35
(42)
Total Equity
$ 2,404
$ 2,179
Net Debt to Equity Ratio for Regulatory Purposes
80 : 20
81 : 19
Under a Special Directive from the Province, BC Hydro is required to make an annual Payment to the Province (the
Payment) on or before June 30 of each year. The Payment is equal to 85 per cent of BC Hydro’s distributable surplus
for the most recently completed fiscal year assuming that the debt to equity ratio, as defined by the Province, after
deducting the Payment, is not greater than 80:20. If the Payment would result in a debt to equity ratio exceeding
80:20, then the Payment will be based on the greatest amount that can be paid without causing the debt to equity
ratio to exceed 80:20. The dividend accrued year to date at September 30, 2009, is $41 million which is below 85 per
cent of the distributable surplus due to the 80:20 cap.
NOTE 7: EMPLOYEE FUTURE BENEFITS
BC Hydro’s cost for employee future benefits for the three and six months ended September 30, 2009 was $24 million
and $48 million respectively (fiscal 2009 – $9 million and $18 million).
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NOTE 8: OTHER COMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE INCOME
Other Comprehensive Income
For the three months
For the six months
ended September 30
ended September 30
(in millions)
2009
2008
2009
2008
Other Comprehensive Income				
Unrealized (loss) gain on derivatives
designated as cash flow hedges
$ (50)
$65
$ (112)
$ 30
Reclassification to income of loss / (gain) on
derivatives designated as cash flow hedges
89
(42)
189
(35)
Other Comprehensive Income (Loss)
$ 39
$23
$ 77
$ (5)
Accumulated Other Comprehensive Income

(in millions)
Accumulated other comprehensive (loss) income, beginning of period		
Other comprehensive income (loss) for the period			
Accumulated Other Comprehensive Income, End of Period			

For the six months
ended September 30
2009
2008
$ (42)
$ 56
77
(5)
$ 35
$ 51

NOTE 9: COMMITMENTS AND CONTINGENCIES
Legal Proceedings
Since 2000, Powerex, a wholly-owned subsidiary of BC Hydro, has been named, along with other energy providers, in
lawsuits and U.S. federal regulatory proceedings which seek damages and/or contract rescissions based on
allegations that, during part of 2000 and 2001, the California wholesale electricity markets were unlawfully
manipulated and energy prices were not just and reasonable. As at March 31, 2009, Powerex has obtained dismissals
of all but one of the lawsuits. In the remaining lawsuit by the California Department of Water Resources (CDWR),
Powerex obtained a court ordered stay in September 2009, due to overlapping allegations at the Federal Energy
Regulatory Commission (FERC). No further steps may be taken by either party in this litigation pending resolution of
those FERC proceedings.
FERC has approved a settlement agreement between FERC staff and Powerex that acknowledged there was no
evidence that Powerex engaged in improper practices. In accordance with the terms of the agreement, Powerex has
paid the sum of US$1.3 million to FERC. FERC’s approval of this settlement is being challenged by various California
parties. If the challenges are unsuccessful, FERC’s determination that Powerex did not engage in market manipulation
could provide Powerex with additional defences in the other FERC proceedings.
FERC decided earlier in the proceedings that certain market-wide refunds will have to be paid by energy providers to
various California parties. The precise amount has not been determined and the timing of the refunds is unknown.
In addition, FERC has been ordered by the Ninth Circuit to reconsider additional refunds based on allegations of
seller market manipulation and on quarterly reporting deficiencies. CDWR transactions will be included in these
latter inquiries.
On May 22, 2009 the California Attorney General (Cal AG) filed a new complaint with FERC under s. 309 of the Federal
Power Act, seeking refunds on energy sales to CDWR from January 18, 2001 to June 19, 2001 on the basis of unfair
tariffs and market manipulation. Motions have also been filed with FERC by various California and Pacific Northwest
parties asking FERC to consolidate the s.309 complaint with other active FERC proceedings and set a market wide
energy price for the relevant periods in 2000 and 2001.
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The Cal AG and the California parties filed a motion on June 9, 2009 seeking refunds for all energy sales to CDWR
from June 20, 2001 to Dec 19, 2001 on the basis that the prices exceeded the FERC established market clearing price.
Powerex has filed a response in opposition to this motion on the basis that the transactions in question were not
governed by the market clearing price.
Powerex and other sellers have filed a petition with the US Supreme Court seeking an appeal from the Ninth Circuit
Court’s August 2007 decision which directed FERC to consider CDWR purchases and evidence of market manipulation
to ascertain whether it should have reached a different conclusion and allowed refunds in the Pacific Northwest.
At September 30, 2009, Powerex was owed US $263 million (CDN $282 million) by the California Power Exchange and
the California Independent System Operator related to Powerex’s trade activities in California during the period
covered by the lawsuits. It is expected those receivables will be offset against any refunds that Powerex is required
to pay.
Due to the ongoing nature of the regulatory and legal proceedings against Powerex, management cannot predict the
outcomes of the claims against Powerex. Powerex has recorded provisions for uncollectible amounts and legal costs
associated with the California energy crisis. These provisions are based on management’s best estimates, and are
intended to adequately provide for any exposure. However, the amounts that are ultimately collected or paid may
differ from management’s current estimates. Management has not disclosed the provision amounts or ranges of
expected outcomes due to the potentially adverse effect on the process.
Due to the size, complexity and nature of BC Hydro’s operations, various other legal matters are pending. It is not
possible at this time to predict with any certainty the outcome of such litigation. Management believes that any
settlements related to these matters will not have a material effect on BC Hydro’s consolidated financial position or
results of operations.
Waneta Dam and Generating Facility
On September 23, 2009, BC Hydro and Teck Metals Limited (Teck) signed an Asset Purchase Agreement for the
acquisition by BC Hydro of a one-third interest in Teck’s Waneta Dam and generating facility near Trail, B.C. for $825
million. Closing is subject to certain conditions including BCUC approval and completion of First Nation consultation.
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