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September 27, 2011 
 
Ms. Alanna Gillis 
Acting Commission Secretary 
British Columbia Utilities Commission 
Sixth Floor – 900 Howe Street 
Vancouver, BC V6Z 2N3 
 
Dear Ms. Gillis: 
 
RE: Project No. 3698622 

British Columbia Utilities Commission (BCUC) 
British Columbia Hydro and Power Authority (BC Hydro)  
F2012 to F2014 Revenue Requirements Application (F12-F14 RRA) 

 

 
BC Hydro writes further to its letter of August 12, 2011 (Exhibit B-10), and the recent 
government review of BC Hydro (the Review Report). 
 
The review panel and BC Hydro have worked together to find areas where BC Hydro’s 
revenue requirements can be reduced in the short term. With considerable work, the 
currently proposed rate increases of 9.73 per cent for each of F2012, F2013 and F2014 
can be reduced to approximately half that level. As set out in the Review Report, 
consideration is being given to rate increases of 8 per cent in F2012 and increases of 
3.9 per cent in each of F2013 and F2014, or increases of 5.9 per cent in each of the 
three years, subject to approval by BC Hydro’s Board of Directors.  
 
In this letter BC Hydro sets out its expectations regarding the filing of amendments to 
the F12-F14 RRA (Amended F12-F14 RRA), including reduced revenue requirements, 
and form and content of the filing. BC Hydro also requests approval of a proposed initial 
regulatory schedule for submission and review of the Amended F12-F14 RRA. In 
addition, this letter sets out BC Hydro’s expectations regarding the filing and review of 
the expenditures it anticipates making on demand side measures during F2012 and 
F2013 (DSM Expenditures). 
 
BC Hydro has met with the majority of intervener groups to discuss the amendments to 
its F12-F14 RRA, as outlined in this letter.  
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A. Reduced Revenue Requirements 
 
The Amended F12-F14 RRA will propose revenue requirements over the three-year test 
period of approximately $10.8 billion, compared to $11.6 billion in the application as 
currently filed.  
 
Subject to approval by BC Hydro’s Board of Directors, the changes to BC Hydro’s 
proposed revenue requirements will arise from reduced operating costs, reduced 
finance charges, increased miscellaneous revenues, reduced capital additions, reduced 
spending on demand side management in F2012 and F2013, an increase in the 
amortization period of the DSM Regulatory Account, an increase in the Trade Income 
forecast, a further deferral of the impact of transitioning to International Financial 
Reporting Standards (IFRS) and amortization during the test period of regulatory 
accounts with credit balances.  
 
The approximated changes in the proposed revenue requirements over the three-year 
period, subject to approval by BC Hydro’s Board of Directors, are shown in the table 
below (all figures are approximate). 
 

Revenue Requirements ($ million) 

F12-F14 RRA as filed 11,600 

Operating cost reductions, increased miscellaneous revenue 
and reductions in taxes, finance charges and ROE 

(340-420) 

Capital addition reductions (75-100) 

DSM (reduced expenditures and increased amortization period) (60-120) 

Trade Income increase (115-175) 

IFRS impacts deferred to F2015 (100) 

Amortize regulatory accounts with credit balances (25) 

Amended F12-F14 RRA 10,800 

 
B.  Form and Content of Amended F12-F14 RRA 

Considerable work is required to achieve the revenue requirement reductions. For 
example, the change in operating costs involves additional headcount reductions, 
reductions in consulting, travel and procurement savings. Capital projects are being 
reviewed and some projects will be deferred. BC Hydro is also developing the 
information usually provided in a RRA evidentiary update, including F2011 actual 
results, and updated forecasts of load, revenue, finance charges and cost of energy, for 
inclusion in the Amended F12-F14 RRA. The work to effect the reductions and reflect 
the new information in an Amended F12-F14 RRA is ongoing at this time. 
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BC Hydro intends to file an Amended F12-F14 RRA with the BCUC on 
November 24, 2011. An objective of the filing is to transparently show the amendments 
to the original Application. To achieve this, BC Hydro will be filing a single document that 
includes both the original evidence as filed in Exhibit B-1 and the new, amended 
evidence. The format will not be the same as the stand-alone supplement format used 
for past RRA evidentiary updates. In addition, the filing will include BC Hydro’s initial 
responses to each of the Review Report recommendations.  

The November 24, 2011 filing date balances the desire to resume the regulatory 
process as soon as possible with the desire to submit a comprehensive filing, which 
should allow for a more efficient and expedited review process. 
 
C.  Proposed Initial Regulatory Schedule 

To facilitate the efficient review of the Amended F12-F14 RRA and for the reasons set 
out above, BC Hydro requests that the BCUC make an order establishing an initial 
regulatory timetable, as follows. 

 

Subject Date 

BC Hydro files Amended F12-F14 RRA November 24, 2011  

Workshop on Amended F12-F14 RRA December 1, 2011  

BCUC Information Request No. 1 January 5, 2012  

Intervener Information Request No. 1 January 12, 2012  

BC Hydro responses to Information Request No. 1 February 13, 2012  

 
D.  DSM Expenditures Application 

On July 8, 2011 BC Hydro applied to the BCUC for relief from the commitment it made 
in the negotiated settlement agreement for its F2011 Revenue Requirement Application 
(F11 RRA NSA, paragraph 9.xiv) to file its DSM Expenditures application with the BCUC 
no later than July 31, 2011. The BCUC invited interveners to comment on that 
application for relief, and on July 26, 2011 the BCUC granted an extension in the filing 
date of the DSM Expenditures to the earlier of September 30, 2011 or the filing date of 
the Amended F12-F14 RRA. 

Some of the intervener groups that commented on the application for relief noted that 
should a further extension be necessary, BC Hydro may apply to the BCUC for another 
extension. BC Hydro submitted in its July 22, 2011 reply comments that it will do its best 
to meet the September 30, 2011 filing date requested by interveners, but should that 
date be unattainable BC Hydro will seek further relief as suggested.  

In this letter, BC Hydro requests further relief to extend the deadline for filing the DSM 
Expenditures. The further extension is required because BC Hydro is carrying out further 
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work on its DSM Expenditures in light of the Review Report recommendations related to 
its energy conservation programs. BC Hydro therefore requests that it be granted a 
further extension to file the DSM Expenditures by November 24, 2011 (the filing date for 
the Amended F12-F14 RRA). 
 
Finally, BC Hydro plans to submit the DSM Expenditures as a separate application from 
the Amended F12-F14 RRA. This is to facilitate a timely, focused review of the DSM 
Expenditures, consistent with the spirit of paragraph 9.xiv of the F11 RRA NSA. By that 
provision, BC Hydro committed to pursue a timely review process for the DSM 
Expenditures and address, if timely, the BCUC decision on that filing in BC Hydro’s 
Integrated Resource Plan to be submitted to government pursuant to the Clean Energy 
Act. The DSM Expenditures application will include a proposed schedule for a timely 
regulatory review process. 
 
For further information, please contact the undersigned. 
 
Yours sincerely, 
 
 
 
 

 Janet Fraser 
Chief Regulatory Officer 
 
jf/af 
 
 
 
Copy to: BCUC Project No. 3698622 (F12-F14 RRA) Registered Intervener Distribution 

List. 
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