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October 19, 2016 
 
 
 
British Columbia Hydro and Power Authority 
Regulatory & Rates Group 
16th Floor – 333 Dunsmuir Street 
Vancouver, BC 
V6B 5R3 
 
Attention:  Mr. Tom Loski, Chief Regulatory Officer 
 
Dear Mr. Loski: 
 
Re:  British Columbia Hydro and Power Authority (BC Hydro) F2017-F2019 Revenue 

Requirements Application (the Application) 

 Project No. 3698869 

FortisBC Energy Inc. and FortisBC Inc. (collectively FortisBC or the 
Companies) Information Request (IR) No. 1 to BC Hydro 

 
In accordance with the Regulatory Timetable set by the British Columbia Utilities 
Commission Order G-144-16, attached is FortisBC IR No. 1 to BC Hydro on the above noted 
Application.  
 
If further information is required, please contact the undersigned. 
 
Sincerely, 
 
on behalf of FORTISBC 
 
 
Original signed:  
 

 Diane Roy 
 
 
Attachment 
 
cc (email only): Commission Secretary 

Registered Parties 
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REQUESTOR NAME: FortisBC Energy Inc. and FortisBC Inc. 

INFORMATION REQUEST ROUND NO: 1 

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY 

DATE: October 19, 2016 

PROJECT NO: 3698869 

APPLICATION NAME: BC Hydro F2017-F2019 Revenue Requirements 

 ______________________________________________________________________  

 

1.0 Topic:  Cost of Energy 
Reference: Exhibit B-1-1, Section 4.3, pages 4-4 and 4-5 
 
BC Hydro states that it uses the same proprietary Energy Study models for both 
operational decision making and ongoing financial forecasting of the Cost of 
Energy. 
 
“BC Hydro optimizes its supply portfolio, in particular its dispatchable resources, 
to maximize the consolidated net revenue over a five-year forecasting horizon 
while satisfying domestic integrated system requirements and contractual 
obligations.36 It does so in accordance with numerous operating parameters and 
constraints, as well as water licence and Water Use Plan requirements and 
obligations under several coordination agreements, including the Columbia River 
Treaty and Canal Plant Agreement.” 
 
1.1 What does it mean to optimize the supply portfolio by “maximizing the 

consolidated net revenue” over a specified time period?  
1.1.1 Is maximizing consolidated net revenue the same as or equivalent 

to minimizing the cost of energy over that same time period?  
1.1.2 If “maximizing the consolidated net revenue” is not the same as 

“minimizing the cost of energy” over the specified time period, 
please describe the differences between the two concepts and 
explain why an approach of maximizing net revenue is preferable 
to minimizing the cost of energy. 

1.2 Why is the five-year forecasting horizon the appropriate period over which 
to optimize the supply portfolio?  
1.2.1 What would be the impact on the forecast cost of energy if the 

Energy Study models were run to optimize the supply portfolio 
over a different period such as the F2017-F2019 revenue 
requirement period being considered in this application?  

1.2.2 What would be the concerns associated with adopting a different 
period over which to optimize the supply portfolio?  

1.2.3 Does the use of the five-year forecasting horizon for the cost of 
energy modeling leave any potential for bias in forecast cost of 
energy relative to actual costs that could account for some of the 
build-up in the Cost of Energy Variance accounts? 

1.3 On page 4-4 of the Application BC Hydro states that the Energy Study 
models are used to inform various operational decisions and that the 
energy studies are run monthly. Is the same five-year horizon applied in 
making operational decisions as is used for developing the forecast of the 
cost of energy? 
1.3.1 If operational decisions use a different time horizon in their 

application of the Energy Study models than that used in 
development of the forecast cost of energy, does this lead to a 



 
 

potential source of variance between the forecast and actual cost 
of energy? Please explain why or why not.    
 

 
2.0 Topic: Deferral and Other Regulatory Accounts 

Reference: Exhibit A-9, BCUC IR 1.124.2, Exhibit B-1-1, Table 7-2 and 
Exhibit B-1-1, Appendix A, Schedule 1.0  

BCUC IR 1.124.2 requests that Table 7-2 be expanded by including five years of 
historical information (F2012 – F2016) and other comparative data. 
2.1 Please reproduce the response to BCUC IR 1.124.2 and add two other 

informational columns as noted below to the expanded version of Table 7-
2. 
2.1.1 Add a column next to the account description column that 

identifies the specific recovery mechanism for each of the deferral 
or regulatory accounts (e.g. the deferral account rate rider, 
amortization in general revenue requirements, or other 
approaches (with any such other approaches specified)). 

2.1.2 Add a second column next to the foregoing column that specifies 
the expense item and line number in Schedule 1.0 of the Revenue 
Requirement Excel model (Appendix A)  that the deferral or 
regulatory account is recovered through.   

 
3.0 Topic: Deferral and Other Regulatory Accounts 

Reference: Exhibit B-1-1, Section 7.2, Page 7-8, Table 7-3 
3.1 Are the amounts listed in the table the forecast balances in the accounts 

(as stated in the heading) or are they the forecast additions to the 
accounts?  
3.1.1 If they are the forecast balances, please reconcile them to Table 

7-1. 
 

4.0 Topic: Deferral and Other Regulatory Accounts 
Reference: Exhibit B-1-1, Section 7.4, Page 7-16 
BC Hydro believes that un-forecast and non-controllable expenditures with a net 
income impact of greater than $10 million in a fiscal year would be considered 
material; therefore, in these cases, a new regulatory account would be warranted 
to defer the impact for future recovery. 
4.1 Please clarify how the $10 million threshold is applied in practice. Is it 

based on a forecast variance of $10 million or an actual variance of $10 
million?  For example, for the Storm Restoration Costs, BC Hydro states 
that it is forecasting a five year average of $6.7 million.  Are amounts 
recorded in the deferral account only if the variance from $6.7 million is 
$10 million or greater?  

4.2 For those regulatory accounts where a number of items are recorded in 
one account, please confirm whether the $10 million materiality threshold 
is applied to the sum of all items or to each item considered for deferral.  

4.3 Please confirm that each of the accounts listed in Table 7-2 meets the 
$10 million materiality threshold, or whether BC Hydro is only considering 
applying this threshold on a prospective basis (for new deferral accounts). 
 
 

5.0 Topic: Deferral and Other Regulatory Accounts 
Reference: Exhibit B-1-1, Section 7.5, Page 7-18 
The annual energy costs associated with the Heritage Resources…include: 



 
 

Costs associated with ownership of the Heritage Resources, such as 
depreciation, interest and finance costs… 
5.1 Please explain whether variances in depreciation and financing costs 

related to Heritage Resources are captured in the Heritage Deferral 
Account or in a combination of the Amortization of Capital Additions 
regulatory account or Total Finance Charges regulatory account.   

 
6.0 Topic: Deferral and Other Regulatory Accounts 

Reference: Exhibit B-1-1, Section 7.5, Page 7-21 
6.1 Regarding the “Amortization of Capital Additions Regulatory Account”, 

please explain why this account is classified as a Cash Variance Account.  
In the response, please explain fully how BC Hydro distinguishes between 
Cash and Non-Cash accounts. 
 
 

7.0 Topic: Deferral and Other Regulatory Accounts 
Reference: Exhibit B-1-1, Section 7.5, Page 7-28 to 7-30 
7.1 Regarding the Non-Current Pension Costs Regulatory Account, does the 

account capture both the annual variances in the pension and OPEB 
expenses, as well as the accumulated differences between the amounts 
expensed and the contributions to the pension plans? Please explain the 
response. 

 
8.0 Topic: Deferral and Other Regulatory Accounts 

Reference: Exhibit B-1-1, Section 7.6, Table 7-8, Page 7-48 and 7-49 
8.1 Please confirm that BC Hydro does not have any deferral or regulatory 

accounts that attract only a short-term interest return or a long-term 
interest return rather than weighted average cost of debt. 
 

9.0 Topic: Point-To-Point Revenue Forecast 
Reference:     Exhibit B-1-1, Section 9.4, Page 9-19 
The short-term Point-To-Point revenue forecast reflects the discounting of short-
term Point-To-Point rates on export and wheel-through transactions. The 
applicable rates are $3.00/MWh during Heavy Load Hours and $1.00/MWh 
during Light Load Hours, Sundays and North American Electricity Reliability 
Council holidays. 
 
9.1 Please explain the basis or provide the derivation for the $3.00 and 

$1.00/MWh rates contained in the reference above. 
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