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1.0 Cost of Energy Forecast 

Reference:  Exhibit B-11, p. 1, pdf p. 35  

On pdf p. 35, BC Hydro states:  “The Cost of Energy forecast has been updated based on the 
June 2019 Energy Study (previously October 2018 Energy Study), and is found in Appendix A, 
Schedule 4.0.” 

AMPC is seeking a copy of the June 2019 Energy Study in order to understand the basis for the 
Cost of Energy forecast provided in this Evidentiary Update. 

1.1 Please provide a copy of BC Hydro’s June 2019 Energy Study.   

Reference:  Exhibit B-13, AMPC IRs No. 2.48.7, 2.48.8 and 2.49.5 at pdf pp. 246-252 and 
262-265 

These previous AMPC IRs pertained to flow forecasts and BC Hydro’s October Energy Study.  

AMPC would like BC Hydro to update its responses to these IRs to reflect any changes that may 
be required to reflect the findings of the June 2019 Energy Study.  

1.2 Please update AMPC IRs No. 2.48.7, 2.48.8 and 2.49.5 for the June 2019 Energy Study 
results and discuss any weather-driven variability patterns compared to the October 2018 
Energy Study used in the original RRA filing. 

2.0 Cost of Energy 

Reference:  Exhibit B-11, p. 8, pdf p. 13 and Appendix A, Schedule 4.0 

On pdf p. 13, BC Hydro states: 

1 Dry conditions and lower water inflows have decreased planned hydroelectric 
2 generation (water rentals) and purchases from IPPs and Long-Term Commitments. 
3 In addition, purchases from IPPs and Long-Term Commitments have decreased due 
4 to delayed IPP commercial operation dates and due to lower forecast IPP deliveries, 
5 based on updated historical delivery averages. The decrease in hydroelectric 
6 generation and purchases from IPPs and Long-Term Commitments results in lower 
7 planned surplus sales and higher planned market electricity purchases. 

In Appendix A, Schedule 4.0, BC Hydro provides the following market electricity purchases 
figures for F2019:  
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At line 20 of this schedule BC Hydro provided an F2019 actual unit cost of energy for market 
electricity purchases of $61.4 per MWh.  

Reference:  Exhibit B-1, Attachment A, Schedule 4 

In the initial Application, at line 20 of this schedule BC Hydro provided an F2019 RRA unit cost of 
energy for market electricity purchases of $38.5 per MWh, and an F2019 forecast amount of 
$42.9 per MWh.  

At lines 9 and 35 of this schedule, BC Hydro provided F2019 Forecast amounts of -2,230 GWh 
and $(115.0) million for Surplus Sales.  

At Line 8 of this schedule, BC Hydro provided an F2019 Forecast amount of 2,077 GWh for 
F2019 Market Electricity Purchases.  

AMPC is seeking additional information on the figures provided by BC Hydro for its market 
electricity purchases and surplus sales, in order to understand how the Cost of Energy was 
determined. 

2.1 Please confirm that BC Hydro’s actual market electricity purchases in F2019 were lower 
on a GWh basis than forecast in the original Application.  If confirmed, please reconcile 
this with BC Hydro’s statement on pdf p. 13 that “[t]he decrease in hydroelectric 

Cost of Energy 
{$ million) 

F2019 
Rc:ferea c c: RRA Actual Diff 

liac: Col••• 2 3 : 2 - 1 

Market Energy 
8 Market Electricity Purchases 934 2,035 1,101 
s Surplus Sales - 4.517 - 2 .230 2,287 
10 Net Purchases (Sales) from Powerex 105 647 542 
11 Total -3,478 452 3,930 

Cost of Energy 
($ million) 

F2019 
Rc:fc:rc:acc: RRA Actual Diff 

liae: Col• •• 1 2 3 : 2 · 1 
31 Gas 8c Other Transportation 6.1 9.4 3.3 
32 \,J ater Rentals (\.Jan eta 213) 15.0 l 22 0.0 2.4 2.4 
33 Total 1,476.5 1,287.9 (188.6) 

Market Energy 
34 Market Electricity Purchases 35.9 125.0 89.1 
35 Surplus Sales (129.2) (115.0) 14.2 
36 Net Purchases (Sales) from Pow erex 0.7 25. 0 24.3 
37 Domestic Transmission - Export 29.9 18.5 (11.4) 
38 Total (62.6) 53.5 116. 1 

33 Total Gross COE L28•l33•L38 1,762.9 1,518.7 (244.2) 



REQUESTOR NAME: Association of Major Power Customers of BC (AMPC) 
INFORMATION REQUEST ROUND NO: 3 
TO: BC Hydro 
DATE: September 19, 2019 
PROJECT NO: File 59886 
APPLICATION NAME: BC Hydro F2020-F2021 Revenue Requirement Application 
 

BC Hydro F2020-21 RRA | AMPC IR Round No. 3 4 of 32 

  

 

generation and purchases from IPPs and Long-Term Commitments results in lower 
planned surplus sales and higher planned market electricity purchases” [emphasis 
added].  If not confirmed, please fully explain your response.  

2.1.1 Please comment on the impacts of market prices on F2019 actual market 
electricity purchase costs, specifically addressing BC Hydro’s initial F2019 
Forecast and the factors that created the extensive price differential (forecast unit 
costs for 2019 were $43/MWh compared to actual of $61.4/MWh). 

2.2 Please confirm that F2019 actual amounts for surplus sales in GWh and $ million 
provided in the Evidentiary Update  are identical to the F2019 Forecast amounts provided 
in the initial Application. Did BC Hydro neglect to update this figure for F2019 Actuals? If 
yes, please provide a revised Schedule 4.0 that reflects the updated F2019 actual 
surplus sales data. If not, please fully explain why the actual and forecast figures are 
identical.   

3.0 Revenue Requirements 

Reference:  Exhibit B-11, p. 8, pdf p. 13 and Appendix A, Schedule 1.0 

On pdf p. 13, BC Hydro states: 

1 Dry conditions and lower water inflows have decreased planned hydroelectric 
2 generation (water rentals) and purchases from IPPs and Long-Term Commitments. 
3 In addition, purchases from IPPs and Long-Term Commitments have decreased due 
4 to delayed IPP commercial operation dates and due to lower forecast IPP deliveries, 
5 based on updated historical delivery averages. The decrease in hydroelectric 
6 generation and purchases from IPPs and Long-Term Commitments results in lower 
7 planned surplus sales and higher planned market electricity purchases. 

Reference:  Exhibit B-11, p. 15, pdf p. 20 

On pdf p. 20, BC Hydro states: 

11 In the Application, Powerex Net Income was forecast to be $205.3 million in 
12 fiscal 2019. Actual Powerex Net Income in fiscal 2019 was $435.7 million or 
13 $230.4 million higher than the forecast. 

In Appendix A, Schedule 1.0, BC Hydro provides the following Powerex Net Income figures for 
F2019, F2020, and F2021: 

 

Revenue Requiremen1:s S ummary 
($million) 

F2019 F2020 F2021 
Refeua c:e RRA Ac,ual Dill Pla n Ueda,e Oiff Pla n Ueda,e Dill 

l iae. Col••• 2 3; 2- 1 s 6; s- i e $:$-1 

Subsidiary Ne t Income 
11 Powerex Net Income (115.1) (435.71 (320.5) (120.6) (120,6) 0.0 (120.6) (120.6) 0.0 
18 Powenech Net Income (5.1) (3.51 1.6 (3.4) (3.4) 0.0 (3.7) (3. 7) 0.0 
IS Total (120.2) (439.1) (318.9) (124.0) (124.0) 0.0 (124.3) (124.3) 0.0 
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AMPC seeks to understand to what extent these conditions, and potential rate effects, can be 
expected in the future. 

3.1 Please summarize any relevant market conditions that increased BC Hydro’s market 
purchases and surplus sales and provide any relevant reports supporting this analysis. 

3.2 Please explain whether the same market conditions identified above are likely to continue 
to generate higher Powerex Net Income. Please fully explain your response as to why or 
why not.  

4.0 Cost of Energy 

Reference:  Exhibit B-11, p. 2, pdf p. 36  

On pdf p. 36, BC Hydro states: 

Cost of Heritage Energy is forecast to increase by XXX million in fiscal 2020 and 
decrease by XXX million in fiscal 2021, compared to the Application. This is 
largely driven by lower water rentals during the test period, and lower Non-Treaty 
Storage and Libby Coordination Agreement costs in fiscal 2021, partially offset 
by higher Non-Treaty Storage and Libby Coordination Agreement costs in fiscal 
2020. 

 
Reference:  Exhibit B-11, Appendix A, Schedule 4.0 

In Schedule 4.0, BC Hydro provides the following figures for Non-Treaty Storage and Libby 
Coordination Agreements for F2019, F2020 and F2021: 

 

BC Hydro is seeking additional information on the cost variances for this line item and what steps 
BC Hydro is taking to ensure there are no similar overruns in the test years. 

4.1 Please explain: 

(i) what kind of costs are associated with Non-Treaty Storage and Libby Connection 
Agreements; 

(ii) how these costs are forecast, including the methodology and assumptions used;  

Cost of Energ)' 
($million) 

liH 

Cost of Energ~ ($ million) 
Heritage Energ)' 

23 \./ate, Rentals 

-

2, Natural Gas for Thermal Gene,ation 
2S Domestic Transmission-Other 

Rcfcrc•ce 
Col••• 

26 Non-Treaty Storage and Libby Coordination Agreements 
21 Remissions and Other 
2e Total 

f2019 
RRA Actual 

356.4 363.1 
10.7 7.6 

22.1 22.3 
(7.2) (181.9) 

(33.1) (33.9) 
349.0 177.2 

-

f2020 f2021 
Oiff Plan Update Oiff Plan Update Dill 

3:2• 1 6:5 • ,I 

6.7 
(3.1! 
0.2 

(174.7) 
(0.8) 

(171.8) 
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(iii) why there is a variance of $174.7 million for F2019.  In your response, please 
explain whether the variances are attributable to BC Hydro or third parties and 
what steps (if any) BC Hydro is taking to recoup any costs attributable to third 
parties from those third parties; and 

(iv) what steps (if any) BC Hydro has taken to minimize the risk of major variances in 
F2020 and F2021.  In your response, please identify whether BC Hydro has 
considered changes to its forecast methodology and if not, why not.  

(v) Please identify past variances over the F2012-F2018 test years.  

5.0 Operating Costs – Pension  

Reference:  Exhibit B-11, p. 12, pdf p. 17 

On pdf p. 17, BC Hydro identifies a change to the discount rate used to value BC Hydro’s pension 
liability as one of the causes of increased operating costs.  It states: 

7 First, the discount rate used to value BC Hydro’s pension liability has 
8 decreased from 3.83 per cent as of September 30, 2018 to 3.33 per cent as of 
9 April 1, 2019. The discount rate is driven by market conditions and is 
10 determined by BC Hydro’s external actuary. It is not controllable by BC Hydro 
11 as it is based on ‘AA’ Canadian Corporate bonds. A decrease in the discount 
12 rate results in a higher present value of BC Hydro’s pension liability. This 
13 increases BC Hydro’s current service pension costs by $15.9 million in 
14 fiscal 2020 and $17.1 million in fiscal 2021. 
15 The lower discount rate also increased BC Hydro’s fiscal 2019 non-current 
16 pension costs. This increase is deferred to the Non-Current Pension Cost 
17 Regulatory Account and amortized into rates over a 13-year period, which 
18 increases the required recovery by $40.8 million in both fiscal 2020 and 
19 fiscal 2021. 
 

Reference: Exhibit B-5, BCUC IR No. 1.40.3.1 

In explanation of BC Hydro’s non-cash variance accounts, BC Hydro stated that: 
 

Non-Current Pension Costs – additions to this account are driven by changes in market 
discount rates, rates of return on pension plan assets and significant changes in key 
actuarial assumptions. The expenditures are managed through the pension management 
committee, including advice from third party experts. By BCUC Order No. G-47-18, the 
BCUC approved that the variances transferred to this account be amortized over the 
expected average remaining service life of the active plan members. 

Reference: ATCO Gas and Pipelines Ltd. v. Alberta (Utilities Commission), 2015 SCC 
45, [2015] 3 SCR 219 at paras. 63-65 

In the ATCO Gas and Pipelines Ltd. decision referenced above, the Supreme Court of Canada 
deemed the AUC’s rejection of a third party’s recommended pension cost of living adjustment 
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(COLA) to be “reasonable”, notwithstanding that ATCO was implementing a third party 
recommendation.  

AMPC is accordingly seeking additional information on the discount rate for BC Hydro’s pension 
liability, its longer-term implications for BC Hydro’s regulatory accounts, and whether BC Hydro’s 
proposal to recover increased operating costs from pension liability issues presents a similar 
issue as in ATCO Gas and Pipelines Ltd. 

5.1 Please provide a copy of both external actuary reports referred to above (September 30, 
2018 and April 1, 2019).  Please also provide a comparison between the two reports for 
the adjustments made by the external actuary and/or pension management committee 
related to rate of return on pension plan assets and significant changes in key actuarial 
assumptions.  

5.2 Please explain how frequently BC Hydro’s external actuary adjusts pension liability, and 
why it is BC Hydro’s practice or policy to adjust pension liability according to that 
frequency. If it is not BC Hydro’s policy or practice to adjust the pension liability amount 
every six months or less, please explain why an adjustment was conducted six months 
after the original. 

5.3 Please provide a table with the discount rate used to value BC Hydro’s pension liability 
for the past five years (including the initial RRA filing of a 3.83% discount rate). Please 
identify in this table where updates for discount rates occurred within RRA applications 
that impacted test year forecasts, and also include with this table the impact on F2020 
and F2021 operating costs, by line item (current pension service costs, non-current 
pension costs), using each discount rate provided instead of the proposed 3.33%. 

5.4 Please provide supporting calculations for the $56.8 million non-current pension 
regulatory account recovery for the test years F2020 and F2021. 

5.4.1 Please confirm BC Hydro’s amortization of this account, of 13 years, is 
representative of the average remaining service life of the active plan members. 
If not confirmed, please provide an explanation and supporting calculations of the 
amortization period chosen. 

5.4.2 Was the 13 year amortization period used in the original RRA application for the 
F2020 and F2021 test years? If not, please provide the amortization period used 
and explain the rationale for the change. 
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6.0 Operating Costs 

Reference:  Exhibit B-11, Appendix A, Schedule 5.7 

In Schedule 5.7, BC Hydro provides the following figures for Corporate Costs for F2019, F2020, 
and F2021: 

 

6.1 Please confirm that the increases in “Corporate Costs” for F2019, F2020 and F2021 in 
Schedule 5.7 of Appendix A reflect the increase in BC Hydro’s current service pension 
costs. If not confirmed, please fully explain. 

6.2 Please provide details of the discount rate used to value BC Hydro’s pension liability for 
the 2019 RRA and the actual discount rate realized in actual 2019 that resulted in the 
$2.6 million Corporate Costs difference shown above. 

6.3 Please compare and explain differences in discount rates used to value BC Hydro’s 
pension liability and the resulting impact to the revenue requirements of the 2019 RRA 
forecast, F2019 actuals and forecasts for F2020 and F2021. 

7.0 OCI Deferred (Pension) 

Reference:  Exhibit B-1, Appendix A, pdf p. 1215 

In its initial Application, BC Hydro provides the following OCI Deferred (Pension) figures for F2019, 
F2020, and F2021: 

 

Opera ting Costs - Other 
($million) 

F2019 F2020 F2021 
Rdtrea ce RRA Actual Dill Plan Uedate Dill Plan Uedate Dill 

l iae Col•• • 3: 2 · I 6 :S • .& lh8 · 1 

Operating Costs b~ KBU 
1 Office of the General Counsel 12.3 11.1 (1. 2) 11.7 11.7 0.0 11.8 11.8 0.0 
2 Office of the President and Chief Operating Officer 1.0 0. 9 (0.1) 0.9 0.9 o.o 0.9 0 .9 0.0 

Site C Project 0. 0 (0.0) (0.0) 0.0 0.0 0.0 0.0 0.0 0.0 
Corporate Costs 19.7 22.3 2.6 13.0 28.9 15.9 13.0 30.1 17.1 
Capitalized Costs (284.6) (284.8) (02) (285.8) (285. 8) 0.0 1286.2) 1286.2) 0.0 

6 Base Ope ra ting Cos ts (2516) (250.5) 10 (260.2) (244.3) 15.9 (2605) (243.4) 17.1 

BC Hydro 
F20-F21 RRA 

Return on Equity 
($ millK>n) 

F2017 F20 18 F2019 F2020 F20 21 ..,...,,.. RRA Actu~I ow, RRA Actu~I ow, RRA For.C.1ist ow, Pl,n Pl,n .... Coum J - 2· 1 5 - ~- J • 9 - e-7 10 11 

Sh.u-ehol~s Equity 
Retained EarT"angs - Be,ginnirlg of Y@Y 4.4580 4.458.0 00 4.870 a 4.882 5 12.5 5.396.0 5.407 5 11 5 4.Q24 3 5.635 4 
Gn:H.s Retwn cin Eqlity ..... 32 0840 083.5 (0 5) ega o e84 0 (14.0) 7 12.0 (424 3) , 13a 3) 7 12 0 712 0 
Dividend to P~not ..... .. (272 0) (259.0J 13 0 (172 0) (159 OJ 13.0 (72.0) (59.0J 13 0 00 00 
Odle-r l e.ise-s 00 00 00 00 00 00 00 00 00 (0 8) 00 
Reuined E:wnings - &xi of Y~r 4.870 0 4.882.5 12 5 5.3~0 5.407 5 11 .5 6.0Je.O 4.Q24 3 . 111 7) 5.6354 6.347 4 
Accum 0!1...- Comp lnoomo 42.4 230.0 187.6 42.4 242.7 200.3 42 .4 297.5 255 1 49.0 49.0 
OCI D<fen-ed (Pension) 0.0 (203 2) (203 2) 00 (193 6) pg3 e1 00 (248 5) (248 5) 00 00 
Tot>I SN<ehotder's Equity 4.Q12 4 4.WQ.3 !3 11 5.438.4 5.450 0 18 2 0.078 .4 4.Q73 3 { . 105 1~ 5.084.4 0.390 4 
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Reference:  Exhibit B-11, Appendix A, Schedule 9.0  

In Schedule 9.0 of its Evidentiary Update, BC Hydro provides the following OCI Deferred 
(Pension) figures for F2019, F2020, and F2021: 

 

AMPC is seeking additional information to understand why the OCI Deferred (Pension) item from 
BC Hydro’s initial Application has changed from -$248.5 million forecast for F2019 to $173.1 
million in the Evidentiary Update (a difference of $421.6 million).   

7.1  Please explain the $421.6 million change in OCI Deferred (Pension) costs from initial 
Application to the Evidentiary Update. 

7.2 Please provide details on how this $421.6 million change impacts the revenue 
requirements for F2020 and F2021. 

8.0 Operating Costs 

Reference:  Exhibit B-1, Appendix A, pdf p. 1187 

In its initial Application, BC Hydro provides the following information on Customer Service costs for 
F2019, F2020, and F2021: 

 

 

I Return on Equil)II 
($million) 

F2019 F2020 F2021 
Ad c.rc.• <c RRA Actual Dill Plan Uf!date Dill Plan Uf!da te Dill 

li• c. Col••• 2 3 = 2· 1 s 6=S · 4 $ $=8 · ? 

Shareholders fquil~ 
Retained Earnings - Beginning of Y ear 5,396.0 5,407.5 11.5 4 ,924.3 4,995.0 70.7 5,635.4 5,706.2 70.7 
Adjustment lo Opening Balance 74.7 74.7 0. 0 0.0 0 .0 0.0 
Gross Return on Equil>t lint:33 712.0 (428.2) (1,140.2) 712.0 712.0 0.0 712.0 712.0 0.0 
Dividend to Province Lin~ 1S (72.0) (59.0) 13.0 0 .0 0. 0 0.0 0 .0 0 .0 0.0 
Othet Leases 0 .0 0 .0 0.0 (0.81 (0.81 0.0 0 .0 0 .0 0.0 
Retained Earnings - End of Y ea, 6,036.0 4.995.0 (1,041.0) 5.635.4 5,706.2 70.7 6.347.4 6,418.2 70.7 
Accum Other Comp Income 42.4 (220.7) (263.21 49.0 23. 2 (25.9) 49.0 (46.8) (95.9) 
OCI Defer,ed (Pension) 0. 0 173.1 173.1 0 .0 (70. 01 (70.0) 0 .0 0 .0 0.0 
Total Shareholder's Equitv 6.078.4 4.947.4 (1,131.1) 5.684.4 5.6593 (25.1) 6.396.4 6.371.3 (25.1) 

People, Customer, Corporate Affairs 
Current Operating Costs and Provisions (S mllllon) 

F2017 F2018 F2019 F2020 F2021 .. ..._. RRA Actual Dlff RRA Actual Dtff RRA Forecast Dllf Plan Plan 
lino eo..m, 3•2 1 ' 6•~. • 9•8 7 " 

Customer Care 
Customer Setvk:es '"' 76 2 689 (7 3) 736 68 7 (4 9) 738 65 0 (88) 63 I 638 

12 Conservation and Energy Management ,,u 06 06 (00) 06 05 (0 1) 06 06 (00) 06 06 

ll 
Power Acqui!ilions and Contract ..... 46 46 (0 1) 4 7 4 9 02 46 48 (00) 47 47 
Management ,. Customer CrfAls Fund 5tll1:) 00 00 00 00 00 00 00 40 40 53 53 ,, StJbtotal 81 5 74 I (7 4) 789 74 1 (4 8) 79 1 74 4 (48) 73 7 74 4 
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Reference:  Exhibit B-11, Appendix A, Schedule 5.6  

 
In Schedule 5.6, BC Hydro provides the following information on Customer Service costs for 
F2019, F2020, and F2021: 

 

AMPC is seeking additional information to understand why the Customer Service costs for F2019 
were $59.0 million compared to the $73.8 million F2019 RRA amount and the $65.0 million F2019 
forecast included in the original Application.     

8.1 Please explain what caused the reduction observed between the F2019 actual as 
opposed to the F2019 RRA and the F2019 forecast Customer Service cost identified 
above.  

8.2 Please explain if similar reductions should be reflected in F2020 and F2021 fiscal years 
forecasts. If not, please explain why not. 

9.0 Implementation of IFRS 

Reference:  Exhibit B-11, pp. 14-15, pdf pp. 19-20  

On pdf pp. 19-20, BC Hydro identifies increases to amortization and finance charges resulting 
from the full implementation of IFRS 16.  It states: 

4 1.4 Amortization Has Increased Due to the Full Implementation of 
5 IFRS 16 
6 As discussed above, the Evidentiary Update reflects the impacts resulting from the 
7 full implementation of IFRS 16, following the completion of BC Hydro’s assessment, 
8 and subject to the completion of the fiscal 2020 financial statement audit. The 
9 implementation of IFRS 16 decreases Cost of Energy while increasing Amortization 
10 and Finance Charges. The impact to Amortization is an increase of $58.8 million in 
11 fiscal 2020 and $59.9 million in fiscal 2021. Amortization is also increasing because 
12 actual capital additions in fiscal 2019 were slightly higher than planned. There were 
13 no changes to the capital plan as part of the Evidentiary Update. 
 
1 1.5 Finance Charges Have Increased Due to the Full 
2 Implementation of IFRS 16 

Operating Costs - People, Customer .. Corporate Aff irs 
($million) 

F2019 F2020 F2021 
Rducacc RRA Actual Dill Plan Uedate Dill Plan Uedate Dill 

liac Col••• 3: 2· 1 6: S · , • 3: 8• 7 

Operating Costs b~ KBU 
Human Resources 23.3 20.1 (3.2) 21.1 21.1 0.0 21 .4 21.4 0.0 
Customer Service 73.8 59.0 (148) 63.1 63.1 0.0 63.8 63.8 0.0 
Conservation and Energy Management 0 .6 0 .5 (00) 0.6 0 .6 0.0 0.6 0 .6 0.0 
Powe, Acq1,.1isitions and Contract Management 4.8 4.3 (05) 4.7 4.7 0.0 4.7 4.7 0.0 
Communications and Community Engagement 12.7 13.7 1.0 12.9 12.9 0.0 13.0 13.0 0.0 
Regulatory and Rates 6.2 6 . 3 0.1 6.3 6 . 3 0.0 6.4 6.4 0.0 
Ethics and Merit Office 0.4 0 .8 0.5 1.0 1.0 00 1.0 1.0 00 
Business Unit Support 0.8 0 .7 (00) 0.8 0 .8 0.0 0.8 0.8 0.0 
B ase Operating Costs 122.5 105.5 (17.0) 110.6 110.6 0.0 111. 9 111.9 0.0 
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3 Finance Charges are also increasing due to the impacts resulting from the full 
4 implementation of IFRS 16. The resulting impact to Finance Charges is an increase 
5 of $44.3 million in fiscal 2020 and $43.3 million in fiscal 2021. This increase is 
6 partially offset by lower finance charges on debt that was hedged subsequent to the 
7 filing of the Application, at interest rates that were lower than forecast in the 
8 Application. 

 

Reference:  Exhibit B-11, p. 3, pdf p. 8 

BC Hydro states at page 3 of the Evidentiary Update that the impact of IFRS 16 on Electricity 
Purchase Agreements is “not net neutral because if an Electricity Purchase Agreement is 
determined to be a lease under IFRS 16, more costs are recognized in the earlier years of the 
agreement and fewer costs are recognized in the later years of the agreement.” 

Reference:  Exhibit B-11, Appendix F, pdf p. 50 

Appendix F provides a summary overview of the IFRS 16 expenses forecast compared to actual 
for F2020 and F2021 for Cost of Energy, Amortization and Finance Charges at table F-2. 
Additionally, Appendix F states that an adjustment has been made to the Non-Heritage Deferral 
Account of $82.8 million. 

AMPC is seeking additional information on BC Hydro’s implementation of IFRS 16. 

9.1 Please confirm the total proposed revenue requirement impact on F2020 and F2021 as a 
result of BC Hydro’s implementation of IFRS 16, specified by revenue requirement line 
item (referencing Appendix A Schedules). In other words, please provide Table F-2 with 
gross IFRS 16 impacts in test years (not just the variance currently provided in the 
Evidentiary Update). 

9.2 Please explain how BC Hydro’s proposal for recovering IFRS 16-related expenses 
accounts for the long-term implications of the proposed IFRS 16 implementation on 
ratepayers and how the proposal avoids intergenerational inequities.  

9.2.1 Please fully explain why BC Hydro justifies this approach for rate setting 
purposes (which may be different than financial reporting purposes). In your 
response, please include examples of how other past IFRS transition impacts, if 
any, have been managed.  

9.3 For BC Hydro’s explanation on page 3 of the Evidentiary Update that “more costs are 
recognized in the earlier years of the agreement and fewer costs are recognized in the 
later years of the agreement”, specifically what costs are being shifted, if any, and what is 
the rationale or reason for the cost shifting? Please fully explain.  

9.3.1 Please detail any amortization methodological changes occurring as a result of 
the above statement by revenue requirement line item.  
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10.0 Deferral Accounts 

Reference:  Exhibit B-11, Table 1, p. 5, pdf pp. 10-11 

On pdf p. 10, BC Hydro provides a table that compares BC Hydro’s Revenue Requirement from 
its initial Application to the Evidentiary Update. 

 

 

Table 1 

Cost CompoMnt Appendix A 
Reference 

Cost of Energy Sdledule 4.0 
Line 51 

Operati,g Costs Sdledule 5.0 
Line 122 

Taxes Sdledule 6.0 
Line 24 

Amortization Sdledule 7.0 
Line 32 

F nance Charges Sdledule 8.0 
Line 32 

RetumonE Sdledule 9.0 
Line 36 

;fisoellaneous Revenue Sdledule 15.0 
Line 42 

Inter-Segment Revenue Sdledule 3.0 
Line 51 

Cost CompoMnt Appendix A 
Reference 

$ij)si<iaryNet cane Sdledule 3:0 
Lines55f56 

Othes U ities Revenue Sdledule 14.0 
Line 18 

Liquefied Na Gas Sdledule 14.0 
Revenue Line 19 
Deferral Account Rate Sdledule 14.0 
Rider Revenue Line 21 

Total Sdledule 1.0 
Line 35 

Revenue Requirement - Application vs. 
Evidentiary Update - Current View 

Fiscal 2020 Fiscal 2021 Explanation 
Difference Difference 
($million) ($ million) 

(45.9} (155.4) See section U below 

62.9 63.9 See section Ll below 

0.0 0.0 

60.3 59.7 See section M below 

38.3 33.7 See section ll below 

0.0 0.0 

0.1 0.1 

4.1 0.7 lower transmission charges due to lower 
s us Sales, as discussed in section 12 

Fiscal 2020 Fiscal 2021 Explanation 
Difference Difference 
($ million) ($ million) 

(151:6) (92.6) As discussed furthet in section 1.6 below, 
Sl.bsi ry Net Income is h. her in 
,fiscal 2020 and fiscal 2021 because, in ihe 
Current Vil!:N, the iavou able d. rence 
between forecast and actual Powerex Net 
Income in fiscal 2019 is recovered in 
.fiscal 2020 and fiscal 2021. 

(02) 0.0 

(0:6) 0.0 

0.0 0.0 

(32.5) (89.9} rN>etS may not .acid due o rounding 

122.4 
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AMPC is seeking additional information to assess how changes to BC Hydro’s deferral account 
balances and refunds to customer affect BC Hydro’s revenue requirement. 

10.1 Please provide a revised table that shows the changes to the cost components of BC 
Hydro’s revenue requirement that would result from assuming that the actual balances of 
the deferral accounts for F2019 remain at the F2019 forecast level included in BC 
Hydro’s initial Application and the deferral account refunds to customers in F2020 and 
F2021 remained as forecast in BC Hydro’s initial Application. 

11.0 Subsidiary Net Income 

Reference:  Exhibit B-11, Table 1, p. 6, pdf p. 11 

In Table 1, BC Hydro states:   

Subsidiary Net Income is higher in fiscal 2020 and fiscal 2021 because, in the Current 
View, the favourable difference between forecast and actual Powerex Net Income in 
fiscal 2019 is recovered in fiscal 2020 and fiscal 2021. 
 

AMPC is seeking additional information on how Subsidiary Net Income affects F2020 and F2021 
forecasts. 

 
11.1 Please confirm that the impacts for Subsidiary Net Income in F2020 and F2021 are solely 

due to favourable results in actual F2019 compared to forecast and BC Hydro is not 
proposing to change Powerex Net Income for F2020 and F2021.   If not confirmed, 
please fully explain your response.  

12.0 Trade Income Deferral Account 

Reference:  Exhibit B-11, p. 15, pdf p. 20 and footnote 11 

On pdf p. 20, BC Hydro states: 

11 In the Application, Powerex Net Income was forecast to be $205.3 million in 
12 fiscal 2019. Actual Powerex Net Income in fiscal 2019 was $435.7 million or 
13 $230.4 million higher than the forecast. This difference increases the credit balance 
14 in the Cost of Energy Variance Accounts, which BC Hydro has proposed to refund to 
15 ratepayers over the test period. In the Current View, this refund is reflected in 
16 BC Hydro’s revenue requirements as Subsidiary Net Income. As a result, Subsidiary 
17 Net Income is $151.6 million higher in fiscal 2020 and $92.6 million higher in 
18 fiscal 2021, which decreases BC Hydro’s revenue requirements.11

 

Footnote 11 states: 

The total increase in refunds in fiscal 2020 and fiscal 2021 is greater than the difference 
between forecast and actual Powerex Net Income in fiscal 2019, primarily due to 
variances in interest accrual amounts on the balance in the Trade Income Deferral 
Account. The refund amount is higher in fiscal 2020 than fiscal 2021 so that BC Hydro’s 
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requested rate increase in fiscal 2020 remains unchanged. For further information, refer 
to section 1.2 above. 

AMPC is seeking additional information on how changes to BC Hydro’s deferral account balances 
and refunds to customers affect BC Hydro’s revenue requirement. 

12.1 Please provide the required rate increases for F2020 and F2021 if the deferral account 
balance recoveries/refunds as provided in the Evidentiary Update are equally distributed to F2020 
and F2021 as proposed by BC Hydro in its initial Application.   

13.0 Deferral Accounts and Regulatory Accounts 

Reference:  Exhibit B-11, Appendix A, Schedules 2.1 and 2.2, 

In Schedules 2.1 and 2.2, BC Hydro compares its annual recoveries for F2019 actual to the 
F2019 RRA amount.   

AMPC is seeking additional information on how BC Hydro’s deferral account recoveries are 
determined. 

13.1 Please explain how the recoveries for the F2019 actuals are determined for each of the 
deferral and regulatory accounts, on an account specific basis. In your response, please 
provide copies of (and/or explanation as appropriate) of any applicable policies, 
legislative authority or  supporting methodology that BC Hydro relies upon in calculating 
appropriate recovery amounts for these deferral and regulatory accounts. 

13.2 Please confirm that the recoveries specified, in appendices 2.1 and 2.2, for the deferral 
and regulatory accounts F2019 actual amounts column reflect the last approved recovery 
amount included in rates (from the 2019 RRA). If not confirmed, please discuss why not.   

14.0 Debt Management Regulatory Account 

Reference:  Exhibit B-11, Appendix D, pp. 2-3, pdf pp. 40-41 

On pdf pp. 40-41, BC Hydro states: 

 “the forecast fiscal 2020 and fiscal 2021 balance in the Debt Management Regulatory 
Account is higher than in the Application, primarily due to a decrease in forward interest 
rates, resulting in a decrease in the fair value of financial contracts that hedge the interest 
rate on future debt issuances” and  
 

 “[a] 1 per cent change in forward interest rates results in an $800 million to $900 million 
increase/decrease in the fair value of the financial contracts that hedge interest rates on 
future debt issuances. Any realized gains or losses on interest rate hedges are amortized 
starting in the next test period over the remaining term of the underlying debt (e.g., 10 to 
30 years). These financial contracts were not settled prior to the start of the test period. 
Therefore, the amortization of the Debt Management Regulatory Account for the test 
period is unchanged from the Application.” 
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Reference:  Exhibit B-1, Appendix A, Schedule 2.2 

In Schedule 2.2 of the initial Application, BC Hydro shows: 

 At Line 152, that the F2020 plan did not have any F2020 Plan forecast additions to the 
Debt Management Regulatory Account.  

 At Line 152, that there is a $(102.4) million Forecast F2019 addition amount for the Debt 
Management Regulatory Account. 

Reference: Exhibit B-11, Appendix A, Schedule 2.2 

In Schedule 2.2, BC Hydro shows: 

 At Line 152, that there is an F2020 forecast addition to the Debt Management Regulatory 
Account of $100.9 million.   
 

 At Line 152, that there an F2019 Actual addition to the Debt Management Regulatory 
Account of $321.0 million.  

 
 At Line 154, that, with increased additions in F2019 and F2020, the balance of the Debt 

Management Regulatory Account balance is forecast to increase from $0 to $276.5 
million by end of F2020 and increase to $288.9 million, inclusive of $12.4 million in 
recovery in F2021 and F2022. 

Reference:  B-11, Appendix D, pdf pp. 40-41 

In the Evidentiary Update BC Hydro states as follows regarding the Debt Management 
Regulatory Account: 

The forecast fiscal 2020 and fiscal 2021 balance in the Debt Management Regulatory 
Account is higher than in the Application, primarily due to a decrease in forward interest 
rates, resulting in a decrease in the fair value of financial contracts that hedge the interest 
rate on future debt issuances. The increase is mostly non-cash (only a small portion 
relates to hedges that have realized and were settled in cash) and will be offset by lower 
finance charges when the hedged future debt is issued at lower interest rates. A 1 per 
cent change in forward interest rates results in an $800 million to $900 million 
increase/decrease in the fair value of the financial contracts that hedge interest rates on 
future debt issuances. Any realized gains or losses on interest rate hedges are amortized 
starting in the next test period over the remaining term of the underlying debt (e.g., 10 to 
30 years). These financial contracts were not settled prior to the start of the test period. 
Therefore, the amortization of the Debt Management Regulatory Account for the test 
period is unchanged from the Application. 

AMPC is seeking additional information on the figures related to BC Hydro’s Debt Management 
Regulatory Account. For instance, the above figures indicate a discrepancy of $423.4 million 
between forecast and actual addition amounts to the Debt Management Regulatory Account for 
F2019.  
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14.1 Please provide a detailed explanation of, and justification for, the change in the additions 
in the Debt Management Regulatory Account for F2019 (from -$102.4 million to $321.0 
million).   

14.2 Please provide detailed calculations in MS Excel format showing how the F2019 addition 
in the Debt Management Regulatory Account was calculated, including the debt amount 
subject to regulatory account treatment, interest rates and other variables that were used, 
for both the F2019 forecast addition amount of -$102.4 million and the F2019 actual 
addition amount of $321.0 million. 

14.3 Please explain why there is an addition in the Debt Management Regulatory Account of 
$100.9 million in F2020, yet BC Hydro states that “financial contracts were not settled 
prior to the start of the test period. Therefore, the amortization of the Debt Management 
Regulatory Account for the test period is unchanged from the Application.” [Emphasis 
added.]   

14.4 Please provide detailed calculations in MS Excel format showing how the addition in the 
Debt Management Regulatory Account of $100.9 million for F2020 was calculated, 
including the debt amounts subject to regulatory account treatment, interest rates and 
other variables to arrive to $100.9 million. 

14.5 Please explain why BC Hydro is proposing $12.4 million recovery in the Debt 
Management Regulatory Account in F2020 and F2021 which further increases the 
regulatory account balance by that amount each year. In your response, please discuss 
BC Hydro’s plans to pay down the Debt Management Regulatory Account’s balance, and 
what factors or legal obligations are relevant to that consideration.  

14.6 Please describe BC Hydro’s hedging strategy and explain how often BC Hydro reviews 
and updates this policy. Please explain the steps BC Hydro undertakes to analyze 
changes to its hedging strategy, considering the cost to maintain it, including any analysis 
undertaken in reviewing the hedging strategy against a status quo borrowing approach. 

14.7 Given the increase to Debt Management Regulatory Account Additions in F2019 of $321 
million and in F2020 of $100.9 million, please provide a schedule and explanation to 
justify BC Hydro’s statement that, “[t]he increase is mostly non-cash (only a small portion 
relates to hedges that have realized and were settled in cash) and will be offset by lower 
finance charges when the hedged future debt is issued at lower interest rates.” [emphasis 
added]. 

15.7.1  Please specifically provide a schedule that shows the cost of hedging in F2019 
and in the F2020 and F2021 test years compared to the long-term expected 
benefits from lower finance charges as a result of hedging and explain the 
assumptions made by BC Hydro for this analysis. 

15.7.2  Please explain BC Hydro’s hedging approach and the anticipated benefits to 
ratepayers given the increased costs in F2019 and F2020 largely outweigh the 
marginal decreases to long-term and short-term debt in the test years. 
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15.0 Operating Costs 

Reference:  Exhibit B-11, Appendix G, p. 6, pdf p. 59 

On pdf p. 59, BC Hydro states: 

Variances of $30.2 million related to net provisions and other were primarily due to: 

 Higher capital asset retirements and project write-offs of $21 million primarily due to 
partial project costs being written off as a result of scope changes or revisiting 
leading alternatives on certain projects based on higher project cost estimates. This 
included $4.6 million related to the Ruskin Dam and Powerhouse Upgrade Project for 
the costs of an engineering study, which concluded that $50 million in crest block 
reinforcement works were not required and could be removed from the project scope. 
As the scope was not proceeding, the costs that were already incurred related to it 
were not capital in nature and needed to be written off; 

 Higher litigation costs of $5.2 million related to a capital project; and 

 Other variances, totalling $4.0 million. 

AMPC has concerns about BC Hydro’s escalating operating costs and is seeking more 
information to understand the causes.  

15.1 For the $21 million in higher capital asset retirements and project writeoffs, please 
provide: 

(a) a detailed breakdown of the retirements and project writeoffs, including a list of 
the assets and projects captured.   

(b) the underlying business cases and supporting materials justifying the retirements 
and writeoffs for all retirements and writeoffs above $1 million.  

15.2 For project writeoffs above $1 million please explain why scope changes were required, 
why leading alternatives were revisited, why changes to scope and/or alternatives were 
not identified earlier, and what steps (if any) BC Hydro is taking to recoup costs from third 
parties.  

15.3 For the Ruskin Dam and Powerhouse Upgrade Project, please explain why crest block 
reinforcement works were included in the original project scope, when they were 
removed, and why. Please identify what steps (if any) BC Hydro is taking to recoup costs 
from third parties. Please also provide a copy of the $4.6M engineering study referenced. 

15.4 Please identify the capital project that incurred “higher litigation costs of $5.2 million” and 
describe the nature and status of the litigation, including whether additional costs are 
anticipated, and if so, the quantum.  Were these litigation costs identified in BC Hydro’s 
RRA Application? If so, please provide a reference. 

15.5 Please provide a detailed breakdown of the “other variances” totalling $4.0 million. 
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16.0 Operating Costs 

Reference:  Exhibit B-11, Appendix G, p. 6, pdf p. 59 

On pdf p. 59, BC Hydro states: 

Variances of $30.0 million related to regulatory account additions for provisions and other 
were primarily due to: 

 An increase in the Real Property Sales Regulatory Account of $23.4 million due to 
surplus property sales being delayed to future years; 

 An increase in the Dismantling Costs Regulatory Account of $11.3 million primarily 
due to higher transmission and distribution work programs and the associated 
removal of end of life plant and equipment; and 

 Other variances, totalling $2.4 million. 

AMPC has concerns about BC Hydro’s escalating operating costs and is seeking more 
information to understand the causes.  

16.1 Please explain why surplus property sales are being delayed to future years and provide 
any relevant supporting documents. 

16.2 Please provide a detailed breakdown of the “higher transmission and distribution work 
programs and the associated removal of end of life plant and equipment” costs, including 
the assets and projects captured.  Please also provide any underlying business cases 
and supporting materials justifying the work programs and removal costs.   

16.3 Please provide a detailed breakdown of the “other variances” totalling $2.4 million, 
including the assets and projects captured.  

17.0 Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, Tables G-5 and G-6, p. 9, pdf p. 62  

In Tables G-5 and G-6, BC Hydro identifies capital expenditure variances of 47% for “Business 
Support – Fleet/Other” and capital additions variances of 30% and 59% for “Business Support – 
Properties” and “Business Support – Fleet/Other” for F2019. 

AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes.  

17.1 Please provide a detailed explanation of the capital expenditure and additions variances 
identified above, including any relevant supporting documents (e.g.  business cases, 
agreements, change orders, etc.). 
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18.0 Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, pp. 11-12, pdf pp. 64-65 

On pdf pp. 64, BC Hydro states: 

Fiscal 2019 capital expenditures were $4.9 million or 693 per cent above the fiscal 2019 RRA 
Plan. This was primarily because: 
 

 The Mica Unit 5 and Unit 6 Project was $2.8 million above plan due to remaining 
work being delayed from fiscal 2018 to fiscal 2019; and 

 The Revelstoke Unit 6 Installation Project was $2 million above plan due to spending 
related to the Environmental Assessment Certificate and additional Water Licence 
being delayed to fiscal 2019 because the Environmental Assessment Office and 
Comptroller of Water Rights required additional time to review the applications. 

 
AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes.  

 
18.1 Please explain why the remaining work on the Mica Unit 5 and Unit 6 Project was 

delayed to F2019.   

18.2 For the Revelstoke Unit 6 Installation Project, please provide: 

(a) an explanation of why the permitting delays caused increased costs.  

(b) a detailed explanation of why each of the Environmental Assessment Office and 
Comptroller of Water Rights required additional time to review the applications.  
Which delays are attributable to BC Hydro (e.g., BC Hydro requesting/submitting 
amendments, submitting incomplete information, delays in responding to 
regulatory requests, etc.)?  Which delays are attributable to the Environmental 
Assessment Office and Comptroller of Water Rights (e.g. staffing/resource 
issues, delays in responding to BC Hydro requests, etc.)?  Please provide any 
relevant supporting documents.  

(c) the total amount spent by BC Hydro to obtain an Environmental Assessment 
Certificate. 

(d) the total amount spent by BC Hydro to obtain an additional Water Licence. 

18.3 Please confirm that the Environmental Assessment Certificate and Water Licence for the 
Revelstoke Unit 6 Installation Project have now been issued.  If not confirmed, please 
provide the estimated date when the EAC and Water Licence will be issued. 

19.0 Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, p. 12, pdf p. 65 

On pdf p. 65, BC Hydro states:  
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Fiscal 2019 capital expenditures were $17.4 million or 14 per cent below the fiscal 2019 RRA 
Plan. This was primarily because: 
 

 The John Hart Generating Station Replacement project was $53.3 million below plan 
due to more work than planned being completed in fiscal 2017 and fiscal 2018; 

 The Ruskin Dam and Powerhouse Upgrade project was $21.5 million above plan due 
to contractor delays related to construction work on the generating units which had 
been planned to occur in previous fiscal years and trailing work; and 

 The remaining variance of $14.4 million is due to smaller variances on various 
projects. 

 
AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes. 

19.1 For the Ruskin Dam and Powerhouse Upgrade project, please provide: 

(a) a detailed breakdown of the $21.5 million variance, including any relevant supporting 
documents (e.g., business cases, agreements, change orders, etc.). 

(b) a detailed explanation of why the delays led to increased costs. 

(c) a detailed explanation of the cause of “contractor delays”.  Which delays are attributable 
to BC Hydro (e.g., BC Hydro initiated change orders, scheduling issues, equipment 
issues, delays in granting licences or responding to contractor requests, etc.)?  Which 
delays are attributable to the contractors (e.g., staffing/resource issues, scheduling 
issues, equipment issues, delays in responding to BC Hydro requests, etc.)?  

19.2 For any delays attributable to the contractors on the Ruskin Dam and Powerhouse 
Upgrade project, please identify what steps BC Hydro is taking (if any) to recoup additional costs 
incurred from these contractors (or other third parties) on the Ruskin Dam and Powerhouse 
Upgrade Project.   

19.3 When are these amounts forecast to be capital additions? 

20.0 Transmission Capital Expenditures and Additions Variances 

Reference:  Exhibit B-1, Appendix G, pdf p. 1425 

In the initial Application BC Hydro identified “Higher than planned expenditures of $86 million on 
the Interior to Lower Mainland Transmission Line Project due to an arbitrator decision on a 
contractor claim, which increased the cost of the project.” 
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Reference:  May 16, 2018 Letter from BC Hydro President & COO to BCUC on Interior to 
Lower Mainland Transmission Line arbitration decision: 
https://www.bchydro.com/news/press_centre/news_releases/2018/bchydro-ilm-project-
decision.html 

In this letter, BC Hydro’s COO advised the BCUC of the background to the arbitration decision 
and its estimated $86 million impact on the Interior to Lower Mainland Transmission Line project 
costs.  

Reference:  Exhibit B-11, Appendix G, p. 18, pdf p. 71  

On pdf p. 71, BC Hydro states:   

Fiscal 2019 capital additions were $120.2 million or 15,025 per cent above the fiscal 2019 
RRA Plan. This was primarily because: 

 The Interior to Lower Mainland Transmission project was $96.7 million above plan 
due to an arbitrator decision on a contractor claim; and 

 The Peace Region Load Shedding Remedial Action Scheme project was $25.7 
million above plan because the project was put into service in fiscal 2018 but the 
capital expenditures were not recognized as capital additions until fiscal 2019. 

Reference:   BC Hydro and Power Authority ~ F2017 to F2019 Revenue Requirements 
Application ~ Project No. 3698869, Exhibit BC, Supplemental Appendix I-A, 
pdf p. 6 

On pdf p. 6, BC Hydro lists the PEACE Region Load Shedding RAS as a transmission 
project/program greater than $5 million with capital expenditures in the test period as at March 
31, 2016.  The table lists the following information for the project: 

 Growth or Sustaining Expenditure:  Growth 
 Current Forecast ISD:  F2017 
 Current Start Date of Construction:  F2014 
 Definition Approval Date:  F2014 
 Implementation Approval $:  21.0 
 Current Pre-Implementation Cost Estimate:  N/A/ - in Implementation 
 Current Authorized Amount:  21.0 
 Capital Addition Actuals Prior Years: - 
 Capital Addition Forecast F17:  - 
 Capital Addition Forecast F18:  19.0 
 Capital Addition Forecast F19:  - 
 Capital Addition Forecast >F19: - 
 Total Capital Additions (sum of columns M to Q):  19.0 

 
Note B:  ISA is in the fiscal year following the ISD because of a 3 month span between 
project in-service and finalization of the in-service additions by Finance. 
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AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes.  

20.1 For the Interior to Lower Mainland Transmission project, please provide: 

(a) the Project Completion Report; 

(b) the arbitrator’s decision;   

(c) a detailed breakdown and explanation of the $96.7 million in costs;  

(d) an explanation of why BC Hydro crews replaced contractor crews on the 
Spuzzum section of the Interior to Lower Mainland Transmission project;  

(e) an explanation of why the replacement of contractor crews with BC Hydro crews 
on the Spuzzum section led to the $96 million award; and 

(f) an explanation of the difference between the $86 million referred to in the exhibit 
B-1 and the $96.3 million in exhibit B-11.  

20.2 For the Peace Region Load Shedding Remedial Action Scheme Project, please provide: 

(a) an explanation of why the in-service date, anticipated for F2017 in BC Hydro’s 
last revenue requirement application, did not occur until F2018;   

(b) the in-service date, and when Finance finalized the in-service additions; and  

(c) please supplement “Note B” with a detailed explanation of why the project was 
put into service in F2018 but the capital expenditures were not recognized as 
capital additions until F2019.  Please provide any relevant supporting documents 
(e.g., BC Hydro or accounting policies). 

20.3 Please explain generally how BC Hydro determines when capital expenditures are 
accounted for as capital additions from a regulatory perspective, and how the 
Commission is made aware of the change. In providing your response, please identify 
and discuss the significance of any accounting or regulatory principles that are relevant to 
this determination.  

21.0 Transmission Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, p. 19, pdf p. 72 

On pdf p. 72, BC Hydro states:   

2019 capital additions were $12.6 million or 17 per cent above the fiscal 2019 RRA Plan. This 
was primarily because: 
 

 The Arnott Capacity Upgrade project was $4.5 million above plan because some of 
the construction work was delayed until fiscal 2019 due to outage constraints; 
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 The Campbell River Substation Capacity Upgrade project was $26 million above plan 
due to additional planning and construction time required to address seismic risks 
which delayed the project’s In-Service date; and 

 The Westbank Substation Upgrade project was $23 million below plan (as discussed 
further in the preceding section). 

 
AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes.  
 
21.1 Please provide a detailed explanation of the “outage constraints” on the Arnott Capacity 

Upgrade project, and explain why the delays led to cost increases.  In your response, 
please identify (i) which delays are attributable to BC Hydro or to third parties; and (ii) 
what steps (if any) BC Hydro is taking to recoup any additional costs from third parties. 

21.2 Please provide a detailed explanation on when the seismic risks for the Campbell River 
Substation Capacity Upgrade project were identified, why they were not identified earlier, 
and identify what steps (if any) BC Hydro is taking to recoup the additional costs from 
third parties. 

22.0 Transmission Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, p. 20, pdf p. 73 

On pdf p. 73, BC Hydro states: 

Fiscal 2019 capital expenditures were $16.8 million or 132 per cent above the fiscal 2019 
RRA Plan primarily due to the advancement of the 60 kV Circuit Breaker Replacement 
and 138kV Circuit Breaker Replacement programs to manage system risks. 
 
Fiscal 2019 capital additions were $33.9 million or 251 per cent above the fiscal 2019 
RRA Plan primarily due to the addition of the Barnard 60 kV Circuit Breaker Relay 
Building Replacement project and advancement of the 60 kV Circuit Breaker 
Replacement and 138 kV Circuit Breaker Replacement programs to manage system 
risks. 

 
AMPC has concerns about BC Hydro’s escalating capital expenditures and additions and is 
seeking more information to understand the causes.  

22.1 Please confirm that the capital expenditures and additions of $16.8 million and $33.9 
million are related to timing changes, and not to project scope changes.  If not confirmed, 
please provide (i) a detailed explanation of the scope changes; and (ii) provide the 
underlying business cases for the projects and programs listed above.  If no business 
cases exist, please explain why not.  

22.2 Please explain BC Hydro’s original in-service timeline for these two projects and provide 
explanation for where cost reductions are incorporated in capital expenditure forecasts as 
a result of the timing change. 
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22.3 Did BC Hydro realize any cost savings or overruns from the original budgets as a result 
of advancing these projects? If so, please explain. 

23.0 Site C Project Capital Expenditures and Additions Variances 

Reference:  Exhibit B-11, Appendix G, pp. 31-32, pdf pp. 84-85 

On pdf pp. 84-85, BC Hydro identified a 35% increase in capital expenditures for the Site C 
Project above the F2019 RRA Plan: 

 

In December 2014, the project was approved for the total Expected Amount of $8.3 
billion. On February 9, 2018 BC Hydro’s Board of Directors approved a revised budget of 
$10.7 billion, including project reserve. 

Fiscal 2019 capital expenditures were $287.5 million or 35 per cent above the fiscal 2019 
RRA Plan, established prior to the revision of the project’s budget, primarily due to: 

 Main civil works expenditures for unplanned investment in equipment, settlement 
of claims and incentive payments; 

 The transmission line contract being awarded for higher than the planned 
amount; 

 Higher than planned south bank substation costs for major equipment and 
electric materials; 

 Additional infrastructure costs related to the stilling basin; 

 Higher than planned construction management and engineering costs due to an 
increase in required resources and a higher reliance on contractors; and 

 Reservoir clearing work incurred in fiscal 2019 that was planned in prior fiscal 
years. 

The increases described above were partially offset by highways work and property 
purchases being shifted to future fiscal years. 

Table G-21 

(S mil ion) 

Total Si te C 

Fiscal 2019 Site C Project Capital 
Expenditures Variances 

RRA Actua l 
1 2 

F2019 

829.2 1,116.7 

Diff % Diff 
3=2-1 4=311 

287.5 353/c 
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Reference:  Exhibit B-13, CEC IR 2.101.2 at pdf pp. 750-751 

In response to this IR from CEC, BC Hydro stated that “BC Hydro is continuing to forecast that 
the River Diversion milestone will be achieved in September 2020, and the first power milestone 
will be achieved in December 2023, as planned.”  

AMPC has concerns about BC Hydro’s escalating capital costs on the Site C Project and is 
seeking more information to understand the causes, any additional anticipated cost increases, 
and the steps that BC Hydro has taken to seek cost savings or ensure cost discipline.  

23.1 Please confirm that the $287.5 million of F2019 capital expenditures is in addition to the 
$10.7 billion budget approved by BC Hydro’s Board of Directors in February 2018. If not 
confirmed, please fully explain your response.  

23.2 Please provide a detailed breakdown of the $287.5 million expenditures, including the 
dollar amounts attributed to each of the six categories of expenditures identified by BC 
Hydro (i.e., main civil works expenditures, transmission line contract, south bank 
substation costs, infrastructure costs, construction management and engineering costs, 
reservoir clearing work).   

23.3 For the “main civil works expenditures for unplanned investment in equipment …” please: 

(a) provide a detailed breakdown of the main civil works expenditures, including a 
detailed explanation of why there were “unplanned investments”. 

(b) explain why BC Hydro failed to identify equipment needs for the Site C project at 
an earlier stage in the planning or construction process. 

(c) identify how and when BC Hydro discovered additional equipment needs, and 
what they are.   

(d) explain what expenditures are attributable to BC Hydro (e.g., planning and 
scheduling issues, procurement issues, etc.) versus third parties. 

(e) explain what steps (if any) BC Hydro has undertaken to recover any costs from 
third parties. 

(f) explain whether BC Hydro anticipates further additional equipment investment 
expenditures in the test period or beyond. 

(g) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future costs for equipment investments and other civil 
works expenditures. 

23.4 For the “main civil works expenditures for … settlement of claims and incentive 
payments” please: 

(a) provide a detailed breakdown of claims and incentive payments. 
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(b) provide additional details and available supporting documents justifying claims 
settlement and incentive payments. 

(c) explain why BC Hydro did not identify these expenditures at an earlier stage in 
the planning or construction process. 

(d) identify how and when BC Hydro determined there would be additional 
expenditures for settlement of claims and incentive payments. 

(e) explain what expenditures are attributable to BC Hydro (e.g., resulting from its 
negligence, contractual breaches, etc.) versus third parties. 

(f) explain what steps (if any) has BC Hydro undertaken to recover these claims 
settlement and incentive payment costs from third parties. 

(g) explain whether BC Hydro anticipates further additional claims settlement and 
incentive payment costs in the test period or beyond. 

(h) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future costs for claims settlement and incentive payments. 

23.5 For the “transmission line contract being awarded for higher than the planned amount” 
please: 

(a) explain why the transmission line contract award was higher than expected, 
including identification in your response of the number of participants in the 
tendering process. 

(b) provide the relevant supporting internal documents explaining the reasons for 
awarding the contract to the successful bidder and why the contract awarded 
exceeds the budgeted amount.    

(c) explain whether BC Hydro anticipates further transmission line costs in the test 
period or beyond. 

(d) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future transmission line costs. 

23.6 For the “higher than planned south bank substation costs for major equipment and 
electric materials” please: 

(a) provide a detailed breakdown of the increased substation costs. 

(b) identify how and when BC Hydro determined that the substation costs would be 
higher than planned, and provide the relevant supporting document(s) explaining 
the higher than substation costs including business cases, change orders, 
relevant agreements, internal BC Hydro reports, contractor reports, etc.    
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(c) explain why BC Hydro did not identify these expenditures at an earlier stage in 
the planning or construction process. 

(d) explain what increased costs are attributable to BC Hydro (e.g., planning or 
scheduling issues, delays, changes to scope, changes to bid requirements, etc.) 
versus third parties. 

(e) explain what steps (if any) BC Hydro has undertaken to recover those costs from 
third parties. 

(f) explain whether BC Hydro anticipates further substation costs in the test period 
or beyond. 

(g) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future substation costs. 

23.7 For the “additional infrastructure costs related to the stilling basin” please: 

(a) provide a detailed breakdown of the increased infrastructure costs. 

(b) identify how and when BC Hydro determined that the infrastructure costs would 
be higher than planned, and provide the relevant supporting document(s) 
explaining the higher than infrastructure costs including business cases, change 
orders, relevant agreements, internal BC Hydro reports, contractor reports, etc.    

(c) explain why BC Hydro did not identify these expenditures at an earlier stage in 
the planning or construction process. 

(d) explain what increased costs are attributable to BC Hydro (e.g., planning or 
scheduling issues, delays, changes to scope, changes to bid requirements, etc.) 
versus third parties. 

(e) explain what steps (if any) BC Hydro has undertaken to recover those costs from 
third parties. 

(f) explain whether BC Hydro anticipates further infrastructure costs in the test 
period or beyond. 

(g) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future infrastructure costs. 

23.8 For the “higher than planned construction management and engineering costs due to an 
increase in required resources and a higher reliance on contractors” please: 

(a) provide a detailed breakdown of the increased management and engineering 
costs, and explain why BC Hydro did not identify these expenditures at an earlier 
stage in the planning or construction process. 
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(b) provide the relevant supporting document(s) explaining the higher than 
management and engineering costs including business cases, change orders, 
relevant agreements, internal BC Hydro reports, contractor reports, etc.    

(c) explain what the “required resources” referred to above include. 

(d) explain why BC Hydro outsourced more work to contractors.  

(e) identify how and when BC Hydro determined that the management and 
engineering costs would be higher than planned. 

(f) explain what increased costs are attributable to BC Hydro (e.g., planning or 
scheduling issues, delays, changes to scope, changes to bid requirements, etc.) 
versus third parties (e.g., planning and scheduling issues, delays, changes to 
scope, staffing/resources). 

(g) explain what steps (if any) BC Hydro has undertaken to recover those costs from 
third parties. 

(h) explain whether BC Hydro anticipates further management and engineering 
costs in the test period or beyond. 

(i) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future management and engineering costs. 

23.9 For the “reservoir clearing work incurred in fiscal 2019 that was planned in prior fiscal 
years” please: 

(a) provide a detailed breakdown of the increased reservoir clearing work costs. 

(b) identify whether the overall reservoir clearing costs are more or less due to the 
delay and justify your response.  

(c) explain what steps (if any) BC Hydro has undertaken to seek cost savings or 
control any additional future reservoir clearing work costs. 

23.10 What triggers the requirement for BC Hydro to seek board approval of cost increases for 
the Site C Project? 

23.11 What steps (if any) is BC Hydro taking to prevent additional cost escalations and/or seek 
cost savings? 

23.12 Please provide an update on the construction schedule and in-service date for the Site C 
Project, identify the risks of further delays, and quantify the costs associated with any 
further delays. 

23.13 What is the most up-to-date budget for the Project? Does BC Hydro expect the total 
project budget for Site C to increase above $11 billion?     
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23.14 Please provide any long-term rate impact forecasts that BC Hydro has prepared related 
to Site C.     

23.15 When does BC Hydro intend to assess and consult on potential rate impacts from Site C 
in-service and what is the proposed approach to addressing rate impacts and potential 
mitigation?  

24.0 Finance Charges 

Reference:  Exhibit B-11, pdf p. 20 

Page 15 of the Evidentiary Update states that “Finance Charges are also increasing due to the 
impacts resulting from the full implementation of IFRS 16. The resulting impact to Finance 
Charges is an increase of $44.3 million in fiscal 2020 and $43.3 million in fiscal 2021. This 
increase is partially offset by lower finance charges on debt that was hedged subsequent to the 
filing of the Application, at interest rates that were lower than forecast in the Application.”  

Reference:  Exhibit B-11, Appendix A, Schedule 8 

Reference: Exhibit B-6, AMPC IR 1.4.7, pdf p. 58 

In response to this IR, BC Hydro stated as follows: 

BC Hydro’s statement that non-cash provisions are not recovered in rates is accurate.  

Accretion costs related to the First Nations Provisions Regulatory Account, the 
Environmental Provisions Regulatory Account and the Arrow Water Systems Provision 
Regulatory Account are included in Gross Finance Charges in Appendix A, Schedule 8.0, 
lines 4 to 6. However, these accretion costs are deferred to the respective regulatory 
provision accounts. The amounts deferred are included in Appendix A, Schedule 1.0, line 
13, and are therefore subtracted when performing the calculation of the total rate revenue 
requirements for fiscal 2020 and fiscal 2021. 

Reference:  Exhibit B-13, AMPC IR 2.26.3, pdf pp. 38-40 

In response to this IR, which includes the Evidentiary Update amounts, BC Hydro identifies the 
following borrowings for F2019 and F2020: 

 F2019:  Lines 24-30, 74 – 76, 78-80  
 F2020: Lines 31, 77, 81, 82 

 
AMPC would like to better understand BC Hydro’s finance charges that it claims for F2019-
F2021, in relation to what was claimed in the original Application and generally.  
 
24.1 Please confirm that the F2019 and F2020 borrowings identified in BC Hydro’s response 

to AMPC IR 2.26.3 are the only borrowings for those periods. If not confirmed, please 
identify additional borrowings. 
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24.1.1 Please confirm the actual borrowings for F2019 and F2020 to date were not 
included in the original RRA filing. If not confirmed, please specify which amounts 
were included in both. 

24.1.2 Please explain and compare the impact on the Evidentiary Update of actual 
F2019 and F2020 borrowings on Weighted Average Term to Maturity and WACD 
for BC Hydro’s test years F2020 and F2021 and on impacted regulatory accounts 
for F2019 compared to the original RRA Plan. 

24.2 For Schedule 8.0 Line 17, please provide an explanation for actual expenditures in F2019 
related to Non-Current PEB increasing by $66.8 million from F2019 RRA approved.  

24.3 For Schedule 8.0 Line 14, please explain what other (Income)/loss includes for F2019 
and if this change has any impacts for the F2020 and F2021 test years. 

24.4 Please confirm that accretion costs related to the non-cash provisions are included in 
calculation of Weighted Average Cost of Debt (WACD) [Schedule 8.0, Line 52] 

24.4.1 Please confirm that inclusion of accretion costs related to the non-cash 
provisions in calculation of WACD impacts the revenue requirements for 2020 
and 2021 years, and indicate the magnitude of this impact. 

24.4.2 Please discuss if WACD calculation should exclude accretion costs related to the 
non-cash provisions as BC Hydro states that those provisions do not impact 
revenue requirement. 

25.0 Finance Charges and Future Debt Hedges 

Reference:  Exhibit B-11, pdf pp. 7-8 

The Evidentiary Update explains that a favorable impact on Finance Charges relates to the 
replacement of the September 30, 2018 forward interest rates used for future debt hedges in the 
Application with interest rates as of May 31, 2019. 

AMPC would like to better understand the “favorable impact” that BC Hydro refers to, and what it 
consists of in relation to the prior September 30, 2018 forward interest rates.  

25.1 Please provide a comparison of the September 30, 2018 forward interest rates used for 
future debt hedges with the May 31, 2019 rates provided in the Evidentiary Update. 
Confirm if this applies to short-term and long-term debt borrowings and quantify the 
difference for the test years. 

25.2 Please explain the implications of this statement to specific Finance Charges line items 
that are impacted in F2019 – F2021 provided in Schedule 8.0 of Appendix A. 
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26.0 Waneta 2/3 Interest Acquisition 

Reference:  Exhibit B-11, Appendix G, page 33, pdf p. 86 

BC Hydro’s Capital Expenditure and Capital Variance explanation for Waneta states that BC 
Hydro purchased Teck Resources Ltd.’s two-third interest in the Waneta Dam and Generating 
Facility in July 2018. This purchase was not included in the fiscal 2019 RRA Plan as it was not 
contemplated at the time of filing. This acquisition was reviewed by the BCUC and by Order No. 
G-130-18, the BCUC approved the acquisition on July 18, 2018. 

Table G-23 shows capital expenditures of $1,218.8 million for Waneta 2/3 Interest Acquisition and 
Table G-24 shows $1,220.3 million capital additions. 

Reference:  Exhibit B-1, pdf pp. 261-262 

BC Hydro states at 4.7.4 that Teck is responsible for paying all operating costs, including its 
share of water rentals. These costs are shown as an offset in Miscellaneous Revenues in 
Appendix A, Schedule 15.0, line 22.  

Reference: British Columbia Hydro and Power Authority Waneta 2017 Transaction 
Application ~ Project No.1598933, Exhibit B-1, pdf pp. 99-100 

In BC Hydro’s application for approval of its acquisition of the Waneta Acquisition BC Hydro 
indicated that annual operating/administrative costs were $240,000/year (increasing at the rate of 
inflation) and annual lease payments to be BC Hydro were $74 million per year (escalated at 2 
per cent year over year).  

AMPC seeks to better understand the financial impacts of BC Hydro’s acquisition of the 2/3 
interest in the Waneta Dam and Generating Facility, and the proposed regulatory treatment of 
those financial impacts.  

26.1 Please explain the difference between the capital expenditures and capital additions 
identified in tables G-23 and G-24. 

26.2 Please provide a table that outlines all costs and benefits to Actual F2019, F2020 and 
F2021 as a result of the inclusion of the Waneta Dam acquisition, including: 

 The impacts on any deferral/regulatory accounts in F2019 and the test years 
including the NHDA due to deferral of F2019 lease revenues, the variance 
between forecast and actual water rentals, and revenue deferral as a result of 
Teck made capital additions during the Lease term, as approved in Order G-130-
18; and 

 Impacts to other income (lease payment revenues), cost of energy (by line item), 
operating/administrative costs, finance charges, amortization. 

26.3 Please outline the amortization methods used for the Waneta dam in the evidentiary 
update by asset class, including added gross book value. If amortization methodology 
differs from the methods contemplated in the Transaction Application (namely 40-year 
useful life) please explain. 
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26.4 Please provide details on any sustaining capital expenditures included in the test years 
related to the Waneta dam. 

26.5 Please confirm that operating/administrative costs in the test years are still consistent 
with the $240,000 (increasing at the rate of inflation) per year estimated in the BC Hydro 
Waneta Application. 

26.6 Please explain if annual lease payments to BC Hydro in the test years differ from the $74 
million/year explained in BC Hydro’s Waneta Application (escalated at 2 per cent year 
over year). 




