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 BRITISH COLUMBIA UTILITIES COMMISSION 
GENERIC COST OF CAPITAL PROCEEDING     EXHIBIT A-17 

 

To: All Registered Parties 
 (BCUC-GCOC) 

 
Re:  British Columbia Utilities Commission 

Project No. 3698659/G-20-12 
Generic Cost of Capital Proceeding 

Procedural Conference – Thursday, October 4, 2012 
 
Commission Order G-84-12 dated June 20, 2012, established a Procedural Conference for Tuesday, October 2, 
2012.  By letter dated September 13, 2012 (Exhibit A-16), the Commission rescheduled the Procedural 
Conference to take place on Thursday, October 4, 2012, commencing at 9:00 a.m. in the Commission’s Hearing 
Room, Twelfth Floor, 1125 Howe Street, Vancouver, BC. 
 
The Commission Panel requests that the participants address the following items at the Procedural Conference: 
 

1. The appropriate benchmark utility for the determination of the generic cost of capital; 

2. Whether a Stage 2 to immediately follow Stage 1, which involves applying the generic 
benchmark utility in the determination of an appropriate Return on Equity (ROE) and capital 
structure for each utility in the Affected Utilities’ group, is desirable (Exhibit A-6, Appendix A 
to Order G-72-12, p. 11); 

3. Whether an oral phase is required and the proposed timetable going forward; and  

4. Other matters that will assist in the efficient review of the evidence. 

 
With respect to the first issue, FortisBC Energy Inc. (FEI) proposes that FEI, as it exists today, remains the 
benchmark for the purposes to determine the allowed rate of return for all other BC utilities.  One of the main 
reasons to establish a benchmark utility is to provide a stable point of reference against which other utilities can 
be measured and compared over the longer term.  To facilitate such comparison, the Commission Panel is of the 
view that the benchmark utility should as closely as is reasonable represent a mature and stable “pure play” gas 
distribution utility.  The Commission Panel is concerned that FEI, as a traditional natural gas utility, involved in a 
number of new business initiatives, may have been recognized and evaluated in the finance and capital markets 
as an entity that is diversifying from its traditional base.  The Commission Panel is also concerned that the risk 
profile for FEI may change significantly if amalgamation is approved and the new business initiatives continue to 
expand.  
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The Commission Panel wishes to hear from all participants their respective views regarding the characteristics of 
an appropriate utility to be used as a benchmark utility -- whether the utility should be FEI or a generic low-risk 
utility.  Accordingly, the Commission Panel requests that participants make submissions on the following options 
regarding the benchmark utility: 
 

 FEI today as described in its company profile; 

 FEI in 2009 frozen in time; 

 FEI in 2012 but only as a “pure play” gas distribution utility; 

 Other hypothetical construct or other utility. 

 

The Commission Panel requests that submissions from all participants on the options listed above include 
consideration of the following points: 
 

a) The pros and cons of each option; 

b) In the case of FEI today, whether the impact of Alternative Energy Solutions businesses and 
potential amalgamation can be isolated or separated. 

 
Those participants who have further questions should contact the Commission Secretary, Ms. Erica Hamilton, at 
Commission.Secretary@bcuc.com or Commission staff, Ms. Eileen Cheng, at eileen.cheng@bcuc.com for more 
information. 
 
 Yours truly, 

 
Erica Hamilton 
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