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REQUESTOR NAME:     BCPSO 
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 ______________________________________________________________________  

 

1.0 Reference: Exhibit B1-20, BCUC 1.5.1 

1.1 Who does FBCU consider to be FEI’s peers amongst investor-owned 
utilities? 

1.2 If FBCU does not consider itself to be a “low risk utility”, what does FBCU 
consider to be the characteristics of a “low risk utility” that would 
distinguish it (i.e., the low risk utility) from FEI? 

1.3 If FEI is not a “low risk utility”, does FBCU consider any of the utilities in 
its peer group to be low risk utilities?  If so, why? 

1.4 Does FBCU consider any of the utilities in its peer group to have a lower 
risk than it (i.e. FBCU) does and, if so, why? 

1.5 Within the “universe of Canadian gas and electric distribution utilities” (per 
BCUC 1.5.2), which utilities (if any) does FBCU consider to be “low risk”?  

1.6 Within the “universe of Canadian gas and electric distribution utilities” (per 
BCUC 1.5.2), which utilities (if any) does FBCU to have a lower risk than 
FEA and why? 

2.0 Reference: Exhibit B1-20, BCUC 1.31.1 and 1.31.3 
Exhibit B1-11, BC Utility Customers 1.7.1 (Evidence of the 
Companies) 

Preamble: The first part of BCUC 1.31.3 question was – “While private equity 
and Canadian pension funds may ‘seek’ returns on equity of 10 
percent, is there any indication they are currently achieving such 
returns?” 

2.1 Please respond to this part of BCUC 1.31.3. 

2.2 Please also indicate the returns such pension funds are currently 
achieving on their portfolios overall. 

2.3 What is the expectation of Canadian pension funds as to their return on 
(equity) investments in regulated energy infrastructure businesses relative 
to their average returns on investment? 

2.4 Please reconcile the 10% or more return on target equity returns for 
investment in the energy infrastructure sector per BCUC 1.31.1 with the 
7% expected return on Canadian equities overall referenced in response 
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to BC Utility Customers 1.7.1.  In doing so please comment on the relative 
return expectations of pension funds regarding Canadian equities overall 
vs. energy infrastructure sector equity based on the perceived risks 
associated with the two types of investment portfolios. 

3.0 Reference: Exhibit B1-20, BCUC 1.76.1 

3.1 Given that the two methods used yielded significantly different results (i.e. 
75 vs. 200 basis points), please comment on the relative merits of each 
method and the appropriateness of using the average of the two results. 

4.0 Reference: Exhibit B1-20, BCUC 1.125.1.2 
FBCU Evidence, page 2 

Preamble: The first reference states that “the return performance of a Utility is 
meant to equal the return demanded by its investors in any 
market”.  The second reference state that the Fair Return 
Standard requires an overall return “comparable to the return 
available from the application of the invested capital to other 
enterprises of like risk (comparable investment requirement)”.   

4.1 While over the long run what is “demanded by investors” may be 
comparable to “what is available”, the response to BUB 1.125.1.2 
suggests that there will be periods of time when the two are not 
equivalent.  In such circumstances, is it the definition of the Fair Return 
Standard as set out in FBCU’s initial evidence that should be used by 
regulators in setting the “allowed ROE”?   

5.0 Reference: Exhibit B1-13, BC Utility Customer 1.7.1 (Evidence of  
  Concentric) 

5.1 Please explain in what way corporate bond yields show a “stronger 
relationship” to utility authorized returns than to government bond yields.  
In doing so, please indicate which of the two yields better explains the 
variations seen in utility authorized returns.  Also, are the coefficients 
estimated by the two equations statistically different? 

 

 




