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May 2, 2019

British Columbia Utilities Commission
Suite 410, 900 Howe Street
Vancouver, BC
V6Z 2N3
Attention: Mr. Patrick Wruck, Commission Secretary and Manager, Regulatory Support

Dear Mr. Wruck:
Re:

British Columbia Hydro and Power Authority (BC Hydro) F2020-F2021 Revenue
Requirements Application (the Application)
Project No. 1598990
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-45-19, 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:
Doug Slater
Attachments
cc (email only):

Commission Secretary
Registered Parties

REQUESTOR NAME: FortisBC Energy Inc. and FortisBC Inc.
INFORMATION REQUEST ROUND NO: 1
TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY
DATE: May 2, 2019
PROJECT NO: 1598990
APPLICATION NAME: BC Hydro F2020-F2021 Revenue Requirements Application
______________________________________________________________________
1.0

Topic: BC Hydro’s Allowed Net Income
Reference: Exhibit B-1, page 1-8 - Executive Summary and Appendix C,
page 17 - Phase 1 Final Report on BC Hydro Comprehensive Review
The Application (Executive Summary and Chapter 8) and the Phase 1 report
(Appendix C) make several references to the BCUC being enabled to set BC
Hydro’s allowed net income for rate-setting purposes for F2022 and beyond, as
noted in the following two examples:
Executive Summary, page 1-8, section 1.4.1
“Enabled the BCUC to begin setting BC Hydro’s allowed net income for ratesetting purposes, following a two-year transition period for fiscal 2020 and
fiscal 2021, during which BC Hydro’s current net income target of $712 million
will remain in place;“
Appendix C, Page 17
“As an outcome of Phase 1 of the Review, the government will re-empower
the BCUC to set BC Hydro’s allowed net income, following a two-year
transition period for Fiscal 2020 and Fiscal 2021 where BC Hydro’s allowed
net income of $712 million will remain in place. This transition period will
allow time for the BCUC to review BC Hydro’s next Revenue Requirements
Application and to undertake a separate process to determine an appropriate
rate of return prior to resuming the regulation of BC Hydro’s allowed net
income in Fiscal 2022. Government may provide policy guidance to the
BCUC and/or participate in regulatory proceedings to inform this process.”
1.1

Has the BCUC already been empowered to go about setting BC Hydro’s
allowed net income for rate-setting purposes for F2022 and beyond, or is
other action, beyond the fact that Direction No. 8, section 3 specifies net
income only for F2021 and F2022, required on the part of the
Government of BC or BC Hydro to commence the separate process
mentioned in the second quote above?
1.1.1

If other action is required on the part of the Government of BC,
please explain BC Hydro’s understanding of what the action will
be, such as issuing a direction, establishing terms of reference or
some other type of formal request to the BCUC to undertake the
process.

2.0

1.1.2

If the required action is for BC Hydro to file an application with the
BCUC, please describe the general nature and scope of the
application.

1.1.3

Regardless of the action or actions required to initiate the process,
please describe the expected consultation and regulatory
processes and timelines that BC Hydro anticipates will occur to
establish an appropriate rate of return for BC Hydro prior (as noted
in the second quote above) to Fiscal 2022.

Topic: Operating Costs
Reference:

Exhibit B-1, Section 5.7.2, pp. 5-54-5-56, Figures 5-12, 5-13

Canadian Electric Utility Comparison
On page 5-54 of the Application, BC Hydro states:
BC Hydro conducted a limited review of recent years of published annual reports
and rate applications, where applicable, of:
-

Manitoba Hydro;

-

Hydro Quebec; and,

-

FortisBC Inc.

The process involved reviewing and assessing each entity’s operating costs,
number of customers, and sales volume and making assumptions in order to
align these items to ensure some degree of consistency. The operating cost
basis for each of the entities compared may be subjective as the detailed
breakdown was not provided in the published reports. We have used our best
efforts to provide a comparable basis for each item included in the calculation of
the metrics shown in Figure 5-12 and Figure 5-13 below.

3.0

2.1

Please provide a working spreadsheet of Figures 5-12 and 5-13 with all
the assumptions or adjustments made for each entity identified
separately.

2.2

Please reference the exact source of data (with page numbers included)
used for each utility included in the benchmarking study.

Topic: Regulatory Treatment of Demand-Side Management Expenditures
Reference:
1.150.3.3

BC Hydro Responses to Exhibit A-4, BCUC IRs 1.150.1 to

Accounting Treatment of DSM Expenditures, including Amortization Period
BCUC IRs 1.150.1 and 1.150.3 to 1.150.3.3 first ask BC Hydro to confirm that all
of its DSM expenditures are deferred to the DSM Regulatory Account and then to
identify other Canadian utilities defer and amortize all of their DSM expenditures,
as well as their amortization period.

3.1

4.0

For any of the non-British Columbia-based utilities considered in BC
Hydro’s responses to Exhibit A-4, BCUC IRs 1.150.1 to 1.150.3.3, please
comment on the similarity and differences relative to BC of the regulatory,
legislative and policy context pertaining to DSM activities in the respective
jurisdictions. For example, do the other jurisdictions have similar
legislative provisions such as those in British Columbia’s Clean Energy
Act, Utilities Commission Act and Demand-Side Measures Regulation
requiring utilities to pursue cost-effective DSM and requiring a fair and
reasonable return on expenditures made by public utilities to reduce
energy demands?

Topic: Regulatory Accounts
Reference: Exhibit B-1, Table 7-2 and BC Hydro F2017 to F2019 Revenue
Requirement Application (RRA), FortisBC IR 1.2.1
In both BC Hydro’s previous RRA (F2017- F2019) and current F2020-F2021
RRA, Table 7-2 has provided a summary of BC Hydro’s regulatory accounts, as
well as actual and forecast balances to F2024 for each of the accounts.
In the F2017 - F2019 RRA proceeding in the response to FortisBC IR 1.2.1, BC
Hydro provided the following expanded version of Table 7-2 which added extra
columns to explain the recovery mechanisms applicable to each of the accounts
and the relevant line item in the Schedule 1.0 of the RRA financial model.

4.1

Please update the above expanded table with F2017 and F2018 Actual,
and F2019 to F2024 Forecast. Please also update the recovery
mechanisms and description of each mechanism as well as update the
reference to Schedule 1.0 of the Revenue Requirement Excel model
(Appendix A) that each regulatory account is recovered through.

4.2

Please add an additional column to the expanded version of Table 7-2 to
identify the specific amortization period of each regulatory account.

