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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA 

 

INFORMATION REQUEST NO. 1 TO FORTISBC INC. 

 

FortisBC Inc. – 2017 Cost of Service Analysis and Rate Design Application  

Project No. 1598939 

 

March 29, 2018 

 

 

1. Reference: Exhibit B-1, page 18 and 19 

 
1.1 Please provide a brief description of each of the alternative rate designs that FBC 

considered specifically with regard to ‘energy and efficiency and electrification’ and 

rejected, and explain why they were rejected. 
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2. Reference: Exhibit B-1, page 31 and page 31 

 
 

 
 

2.1 Does FBC consider 55% as the optimal percentage for the minimum recovery of 

customer related unit costs?  Please explain and provide the evidentiary basis. 

2.1.1 If it is not the optimal percentage, please provide FBC’s view of the optimal 

percentages and explain what considerations it is using to arrive at that 

conclusion.  

2.1.2 If it is not the optimal percentage does FBC believe that it could migrate 

customers do a different percentage over a period of time?  Please explain.  

2.1.2.1 If yes, please discuss FBC’s views of what appropriate migration might 

be, and what constraints there would be in doing so. 

2.2 Did FBC consider any percentages for minimum fixed cost recoveries of customer related 

unit costs other than 55%? Please explain. 

2.2.1 If yes, please discuss the options and state why they were discarded. 

2.2.2 If no, please explain why not.  

2.3 Does FBC consider 65% as the optimal percentage for the minimum recovery of fixed 

infrastructure related unit costs?  Please explain. 
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2.3.1 If it is not the optimal percentage, please provide FBC’s view of the optimal 

percentages and explain what considerations it is using to arrive at that 

conclusion.  

2.3.2 If it is not the optimal percentage does FBC believe that it could migrate 

customers do a different percentage over a period of time?  Please explain.  

2.3.2.1 If yes, please discuss FBC’s views of what appropriate migration might 

be, and what constraints there would be in doing so. 

2.4 Did FBC consider any percentages for minimum fixed cost recoveries other than 65% for 

fixed infrastructure related unit costs? Please explain. 

2.4.1 If yes, please discuss the options and state why they were discarded. 

2.4.2 If no, please explain why not.  

 

3. Reference: Exhibit B-1, page 32 

 
3.1 FBC has outlined the reasons for shifting the burden of cost recovery between fixed and 

volumetric charges.  Please outline the opposing concerns.  

3.2 Please confirm that the Commission normally regulates rates on the basis of rate class 

and does not regulate rates on the basis of end-use.  

 

4. Reference: Exhibit B-1, page 32 

 

 
4.1 How will the increase in the Customer Charge and demand related charges in certain rate 

schedules help to mitigate the transfer of costs between customers on an inter-class basis.  

Please explain.  
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5. Reference: Net metering trend page 33  

 

 
5.1 Please provide quantitative evidence of the increasing participation in the Company’s Net 

Metering program.  

5.2 Please discuss FBC’s views as to the future of customer participation in FBC Net 

Metering and explain where FBC would expect participation to level off.  Please provide 

FBC’s forecasts quantitatively. 

5.3 Please provide the underlying reasons for why customers are increasing their 

participation in Net Metering.  

5.4 What other emerging trends in customer composition did FBC identify?  Please explain 

and provide quantitative evidence to support the trends.  

 

6. Reference: Exhibit B-1, page 34 

 
6.1 Please provide a quantitative assessment of the impact that net metering has on other 

customers at this time.  

6.2 How will FBC define the appropriate time to seek Commission approval of a new rate 

element such as a demand-related rate for NM customers?  Please explain. 

6.3 Are existing and incoming NM customers made aware of the issue of cross-subsidization 

and the potential for new rate elements to emerge in the future?  Please explain. 

6.4 What other solutions are potentially available to address the issue?  Please explain.  
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7. Reference: Exhibit B-1, page 36 

 

 
 

7.1 When does FBC expect the summer peak to reach the winter peak, if ever?  Please 

explain. 

 

8. Reference: Exhibit B-1, page 45 

 
8.1 Does FBC expect the trend towards lower energy growth than customer growth to 

continue into the future?  Please explain why or why not.  

8.2 Please provide forecast growth rates for customers and energy sales for the next 5 years. 
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9. Reference: Exhibit B-1, page 46 and page 48 

 

 
9.1 Please discuss the types of costs included in ‘General Plant’. 

9.2 BC Hydro’s Functionalization process apportioned costs between Generation, 

Transmission, Distribution and Customer Care.  Please explain why FortisBC uses only 

Production, Transmission and Distribution and discuss the merits of each method. 

9.3 Please identify any alternatives FBC considered for functionalizing General Plant, rather 

than on labour, and explain why FBC selected labour as the best methodology.  

9.4 The CEC interprets footnote 39 to mean that FBC functionalized General plant on the 

basis of the number of FTEs assigned to each area.  Please confirm or otherwise correct. 

9.4.1 If confirmed, why did FBC use FTEs assigned to each area instead of labour $ 

values to functionalize General Plant?  
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9.4.2 If confirmed, please recalculate the functionalization of General Plant based on 

labour $.  

 

10. Reference: Exhibit B-1, page 47 

 
10.1 Please provide a brief discussion of the costs that are included in Administration and 

General costs. 

10.2 Please provide more detail as to how FBC functionalized the Administration and General 

costs on the basis of labour.  Was this on the basis of FTEs or on the basis of labour cost?   

10.3 Please describe the ‘DSM rate base account’ and how that is functionalized if at all. 
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10.4 Does FBC functionalize DSM costs to its customers?   

10.4.1 If so, please explain why this is not included in the 2017 Revenue Requirement 

functionalization and where it is included? 

10.4.2 If no, please explain why not and explain why FBC functionalizes the DSM 

amortization.  

10.5 Please describe how the ‘total system net plant’ is treated.  

10.6 Please describe RS 37 service and customers. 

 

11. Reference: Exhibit B-1, Appendix  A page 23 

 

 

 
11.1 Does FBC consider 47% of the (2009) energy requirement and 35% of the sum of the 

monthly capacity requirements to be a ‘small percentage’ of its power supply?  If so, 

please explain. 
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11.2 What is the total value and the proportion of power supply costs contributed by Kootenay 

River Plants?  

11.3 Please provide an estimate of the cost to study the issue. 

11.4 Why does ‘small percentage’ of total power supply costs mean that the standard 

classification methodologies are difficult to use?  

11.5 Please elaborate on the potential for FBC to have used market supply costs for the 

classification split.  

 

12. Reference: Exhibit B-1, appendix A page 23 and 24 and page 29 

 

 

 
12.1 Please elaborate on how pricing the output from the Kootenay River plants as if it were 

purchased at the BC Hydro 3808 rate is used to determine the equivalent split in costs 

between demand and energy.   

12.1.1 Please provide the calculations demonstrating the 20% demand and 80% energy 

related costs or identify where they are included in the application.  

12.2 Please provide FBC’s views as to why using the BC Hydro 3808 rates as a proxy for 

generation rate base for the purposes of classification is preferable to using market rates.  

Please outline the advantages and disadvantage of using market prices instead.   
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12.3 Does using BC Hydro 3808 rates as proxy for the Kootenay River plants cost 

theoretically result in BC Hydro’s cost structure serving as a proxy for FortisBC’s 

Kootenay River cost structure?  Please explain. 

12.4 From a general perspective, how would FBC view its cost structure relative to BC 

Hydro’s cost structure.  Please explain quantitatively. 

 

13. Reference: Exhibit B-1, Appendix A page 26 and page 26 and page 27 and page 

58 
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13.1 Please confirm that substations, including land and station equipment are required as part 

of a minimum system. 

13.2 If so, could FBC provide a minimum system cost for these items to be classified as 

customer?  Please explain why or why not.  

13.3 Please provide FBC’s views as to why there is a shift towards ‘more expensive’ poles  

 

14. Reference: Exhibit B-1 Appendix A page 27 
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14.1 Please explain why the traditional cost of service allocation is based on non-coincident 

peaks versus some form of coincident peak? 
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15. Reference: Exhibit B-1, Appendix A page 29 

 
15.1 Would FBC agree that the BC Hydro 3808 purchases likely have a significantly different 

cost structure from the Kootenay River Plants in that it provides significantly less 

capacity and less than half the energy for triple the cost?  Please explain why or why not. 

15.2 Please justify the assumption that market purchases provide 0 capacity.  
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16. Reference: Exhibit B-1, Appendix A page 32 and page 33 and page 35 

 

 
 

16.1 Please confirm that FBC considers itself to be a winter and summer peaking utility.  

16.1.1 If confirmed, are there other instances, other than cost of service allocations, for 

which this designation is utilized?  Please explain.  

16.2 How did FBC determine that 4 months was the appropriate number of months to be 

included in the data?  Please explain. 

16.3 Did FBC conduct the tests using differing numbers of months to be included in the 

calculation?   

16.3.1 If yes, please provide the results. 

16.3.2 If no, please explain why not.  
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17. Reference: Exhibit B-1, Appendix A page 36 

 
17.1 Are there other utilities with similar consumption patterns as FBC that FBC is aware of?  

17.1.1 If so, please identify.  

17.2 Is FBC aware of any other utilities that use a 2CP allocator?  

17.2.1 If so, please provide a list of other that utilities utilize a 2CP allocator.  

 

18. Reference: Exhibit B-1, Appendix A page 52 

 
18.1 Please provide the Commercial rates broken down by utility as was done in Table 15 for 

Residential rates.  
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19. Reference: Exhibit B-1, Appendix A  page 53 

 

 
19.1 Please confirm that the information presented above may be considered the best 

information that FBC is reasonably able to attain.  

19.2 Please confirm that the information presented above may be considered equivalent or 

better in quality relative to the information provided in other jurisdictions.  

19.3 Please provide the historical revenue requirement and allocated revenue requirement for 

each rate class over the last 20 years.  

19.4 Please provide the Rate base broken down by rate class for the last 20 years.   
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20. Reference: Exhibit B-1, Appendix A page 54 

 
20.1 Please provide the historical revenue to cost ratio results for the last 20 years. 

 

21. Reference: Exhibit B-1, page 55 

 
21.1 Please provide FBC’s reasons for utilizing a ‘Range of Reasonableness’ as opposed to 

simply utilizing the R:C ratios in its determinations as to the appropriateness of 

rebalancing. 

21.2 Please provide a jurisdictional review of the ‘range of reasonableness’ for other electric 

utilities in Canada and the US.  

21.3 Please provide the changes in revenue requirements that would be required to bring the 

R:C ratios for each rate class to 1. 
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21.4 Please provide the changes in rates (assuming changes to the energy portion of the bill) in 

$ and % that would be required to bring the R:C ratio for each rate class to 1. 

22. Reference: Exhibit B-1, page 55 

 
 

 
22.1 Please provide references with page numbers to all BCUC decisions that make 

determinations on a COSA range of reasonableness and the appropriate targets in 

rebalancing.  

22.2 Please confirm that it is an appropriate interpretation of the above decisions that R:C 

ratios of unity are the preferred ratios.  

22.3 Please confirm that the R:C is but one consideration of many in establishing the 

appropriate rates. 

22.4 Please confirm that the Commission does not require a ‘range of reasonableness’ to be 

established in order to set rates either above or below unity.  

22.5 Please confirm that the Commission could account for any perceived lack of accuracy in 

the determination of R:C ratios by applying other considerations such as fairness, impact 

to customer, customer understanding and acceptance or other measures. 

22.6 Please confirm that the Commission has broad jurisdiction in setting rates and is not 

beholden to the Revenue: Cost ratios when determining if rebalancing is appropriate. 

22.7 Please confirm that removing the concept of a ‘range of reasonableness’ would in no way 

deprive the Commission of using many considerations such as fairness, customer impact, 

customer understanding or others to establish rates.  
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22.8 Please confirm that the Commission regularly utilizes less than perfect information in its 

determinations, such as in its calculation of the appropriate Return on Equity and 

Revenue Requirements and does not apply a ‘Range of Reasonableness’ to those figures.  

 

23. Reference: Exhibit B-1, page 55 and page 56 

 
23.1 Considering the decisions G-130-07 and the October 2010 Decision on FBC’s COSA 

determined that the appropriate target was 1, why did FortisBC not target unity when 

rebalancing instead of the end-points for its ‘range of reasonableness’? 

23.2 Are there any legal or other requirements preventing FBC from rebalancing towards 

unity?  Please explain.  

23.3 Please confirm that it would not be difficult or costly for FBC to rebalance rates towards 

unity.  

23.4 Would FBC consider it fair if all rate classes were rebalanced either at once or over a 

period of time towards unity?  Please explain why or why not.  
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24. Reference: Exhibit B-1, page 62 and page 62 

 

 
24.1 What proportion of FBC customers have no access to natural gas? 

24.2 Assuming customers used natural gas for space and hot water heating, please provide an 

estimated comparison of the total bills that an average residential customer would 

experience using natural gas and electricity versus electricity alone.  

 

25. Reference: Exhibit B-1, page 63 

 
25.1 Please confirm that the Commission does not typically regulate rates on the basis of end-

use, geography, seasonality or other demographic attributes other than by major rate 

class. 
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26. Reference: Exhibit B-1, page 65 and page 66 

 

 
26.1 Why did FBC not model an option to change the threshold to 1,250 kWh/mo? 

26.2 What are the advantages and disadvantages of raising the threshold. 

26.3 On what principles was the 800 kWh/mo originally determined? Please explain.  
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27. Reference: Exhibit B-1, page 66 

 
27.1 Why would a reduction in the spread between Tier 1 and Tier 2 rates be ‘best 

accomplished’ through a moderate increase in the Tier 1 rate and a more dramatic 

decrease in the Tier 2 rate? Please explain.  

 

28. Reference: Exhibit B-1, page 67 

 
28.1 Please provide the alternatives considered by FBC. 
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29. Reference: Exhibit B-1, page 68 and page 69 

  

 
 

29.1 Why did FBC select 5 years as the appropriate phase in period? 

29.2 Please provide Table 6-7 assuming a 2 year and 3 year phase in. 
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30. Reference: Exhibit B-1, page 71 

 
30.1 Why does FBC consider 5 years to be the appropriate phase in period for a transition to a 

Flat Rate?  

30.2 Please provide table 6-9 based on transition periods of 2 and 3 years. 

 

31. Reference: Exhibit B-1, page 71 

 

 
31.1 Please provide the Commission decision establishing the RCR.  

31.2 Was establishing a price signal for the cost of new energy one of the objectives in 

determining the RCR?  Please explain.  

31.3 Is it FBC’s position that conservation incentives should normally be considered as finite, 

or continued on an ongoing basis to meet objectives over the long term of a continually 

changing customer base?  Please explain.   
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32. Reference: Exhibit B-1, page 73 

 

 
32.1 Please provide Table 6-10 based on a 2 year and 3 year phase in as well as a 6 and 7 year 

phase in. 

32.2 Please provide the maximum annual dollar increase for any customer under both 2 and 3 

year phase-ins. 

32.3 Please provide the maximum % annual increase for any customer under both 2 and 3 year 

phase ins. 

 

33. Reference: Exhibit B-1, page 74 

 
33.1 Please confirm that all customers will be provided with information that will help them 

determine whether or not they could benefit from residential TOU rates.   
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34. Reference: Exhibit B-1, page 75 and 76 

 

 

 
34.1 Please confirm that the Average Dollar Bill Difference represents annual bills and not 

monthly, or bi-monthly bills.  

34.2 Please provide a scatter plot showing the distribution of customers experiencing rate 

increases greater than 10% by the dollar value of rate increase. 

34.3 Please complete the following table for customers experiencing bill increases greater than 

10%. 
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Bill Increases No of 
Customers 

Avg $ Value 
of Increase 

Avg % Increase Average 
Consumption 

Maximum Bill 
Increase 

    

90th %ile      

75th % ile     

50th %ile     

25%ile     
 

34.4 Would FBC consider a phased-in approach?  Please explain.  

34.4.1 If yes, over what period of time would FBC consider a phased in approach to be 

appropriate?  

 

35. Reference: Exhibit B-1, page 77 

 

 
 

35.1 Please provide the original rationale for the declining block structure.  
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36. Reference: Exhibit B-1, page 78 

 

 
36.1 Please confirm that the Average Dollar bill difference is an annual bill difference.  

36.1.1 If not confirmed please identify whether it is monthly or bi-monthly.  

 

37. Reference: Exhibit B-1, page 78 
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37.1 Please confirm that FBC was referring to Table 6-17 rather than table 9-6. 

37.1.1 If not confirmed, please provide Table 9-6 

37.2 Please provide a scatter plot showing the distribution of customers experiencing rate 

increases greater than 10% by the dollar value of rate increase. 

37.3 Please complete the following table for customers experiencing bill increases greater than 

10%. 

 

Bill Increases No of 
Customers 

Avg $ Value 
of Increase 

Avg % Increase Average 
Consumption 

Maximum Bill 
Increase 

    

90th %ile      

75th % ile     

50th %ile     

25%ile     
 

37.4 Would FBC consider a phased-in approach?  Please explain.  

37.4.1 If yes, over what period of time would FBC consider a phased in approach to be 

appropriate?  

 

38. Reference: Exhibit B-1, page 79 

 

 

 

38.1 Please provide an overview of the bill impacts to the customers affected by the change in 

the discount. 
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39. Reference: Exhibit B-1, page 82 

 
 

39.1 Is the partial requirements customer one of the two customers that will experience a bill 

increase?   

39.1.1 If yes, could the partial requirements customer reduce its load to compensate for 

the bill impacts if it so desired without significantly disrupting its business 

activities?  Please explain.  

 

40. Reference: Exhibit B-1, page 82 and page 54 
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40.1 Please elaborate on why the approval in 2015 means that FBC is not examining RS 37. 

40.2 Please provide the 2015 Decision that resulted in approval of RS 37 and its rates. 

40.3 Please confirm that FBC did not conduct a cost of service analysis at this time.  

40.4 Please provide a cost of service analysis for RS 37 on the basis used in the application.  

 

41. Reference: Exhibit B-1, page 85 

 

 
41.1 Please provide an order of magnitude estimation of the ‘minor impact’ on other 

customers that would likely occur.  
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42. Reference: Exhibit B-1, page 86 and 87 

 

 

 
42.1 Are there any other rate classes with a customer charge that exceeds 100%?  

42.2 Please confirm that reducing the customer charge and increasing the wires charge for 

Wholesale Primary customers would result in a rate that more accurately reflects the cost 

of service.  

42.3 Please provide a general discussion of the bill impacts that would likely occur if a 

reduction in the customer charge and an increase in the wires charge were made. 
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43. Reference: Exhibit B-1, page 87 

 

 

 
43.1 What, if any, is the likely impact on other rate classes if FBC is to offer a Transmission 

discount?  Please provide a brief discussion with quantification to the extent available.  
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44. Reference: Exhibit B-1, page 92 and 94 

 

 
44.1 Please provide the revenue that FBC believes it is losing as a result of the self-generation 

customers exporting power to BC Hydro and not paying transmission related charges.  

 

45. Reference: Exhibit B-1, page 32 and page 90 
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45.1 FBC identifies $5,978.48 as the Current customer charge for Wholesale Transmission on 

page 32.  Please identify the rate schedule to which this applies.  

45.2 Please update Table 3-2 to include RS 101 and RS 102. 
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46. Reference: Exhibit B-1, page 97 and page 106 

 

 
 

46.1 Are there any reasons, other than consistency with other OATT rates to eliminate the 

Customer charge?  Please explain.   

46.2 What costs are currently included in the Customer portion of costs and recovered in the 

Customer Charge 

46.3 Why is FBC eliminating he Reserved capacity charge? 
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46.4 Would the reserved capacity charge be reflective of demand-related costs? Please explain 

why or why not.  

46.5 Please provide the % recovery of the Customer charge. 

46.6 Please provide the % recovery of the Reserved capacity charge. 

 

47. Reference: Exhibit B-1, page 110 and 111 

 

 

47.1 Does FBC expect that customers will experience difficulty with the addition of a new 

‘season’ for Time of Use rates?  Please explain why or why not.   

 




