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Reply to: Leigha Worth 
lworth@bcpiac.com  

Ph: 604-687-3034 

November 7, 2018 

VIA E-FILING 

Patrick Wruck 
Commission Secretary 
BC Utilities Commission  
6th Floor 900 Howe Street  
Vancouver, BC V6Z 2N3                                                                                Our File:  7664 

Dear Mr. Wruck, 

 

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

Project No.1598939 

 

Please be advised that we make these final submissions on behalf of the following 

coalition of antipoverty, seniors’, tenants’ and disability advocacy organizations: the 

British Columbia Old Age Pensioners’ Organization, Disability Alliance BC, Council of 

Senior Citizens’ Organizations of BC, and the Tenant Resource and Advisory Centre, 

known collectively in FortisBC Inc. (“Fortis” or “FBC”) processes as BCOAPO et al. or 

BCOAPO.  These groups have intervened in this rate design process representing the 

interest of FBC’s low and fixed income residential electricity ratepayers and as such 

they have a material interest in this outcome of this matter. 

 

The Approval Sought 

 

On December 22, 2017, FBC filed this Application with the British Columbia Utilities 

Commission (“BCUC”) seeking approvals for a variety of changes to its rate design and 

terms and conditions of service pursuant to sections 58 to 61 of the Utilities Commission 

Act (“UCA”).  To support this Application, FBC also filed a Cost of Service Application 

(“COSA”)1.  

                                                
1
 Exhibit B-1, page 1 
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FBC set out the approvals it seeks on pages 11 through 13 of the Application and for 

the Residential Class these include: 

 

o Approval to decrease the differential between the RS 01 Tier 1 and Tier 2 

prices such that after a period of five years the differential between the Tier 1 

and Tier 2 price will be zero, resulting in a flat rate. 

o Approval to adjust (increase) the Customer Charge for RS 01 over the course 

of five years such that at the beginning of year five the Customer Charge 

under RS 01 will be equal to the Customer Charge under RS 03 (the RCR 

Control Group) and RS 03A (Residential Exempt Rate for Farm Customers). 

o Approval to re-open the optional Residential TOU rate to all Residential 

customers and to redesign the TOU rate (as outlined in Section 8 of the 

Application). 

o Removal of RS 03 as this group has been disbanded. 

 

FBC’s application is not limited to changes for just the residential class.  For other 

customer classes, the proposed changes include: 

 

o Increasing the customer charge for the various Commercial classes (R S20, 

RS 21 and RS 31) as well as the Irrigation class (RS 60), with an offsetting 

decrease in the applicable energy rates. 

o Increasing the demand charge (per kVA) for the demand-billed Commercial 

classes (RS 21 and RS 31), with an offsetting decrease in the applicable 

energy rates.  In the case of the RS 31 class, the increase is applicable to the 

Power Supply Demand Rate. 

o Flattening the RS 21 Energy Charges from a 2-Ter declining block rate to a 

single rate that applies to all consumption. 
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o Updating the Transformation Discounts for the RS 21 and RS 30 customer 

classes as well as making the discount available to Wholesale customers that 

take delivery at Transmission voltage. 

o Offering redesigned optional TOU rates to the various Commercial and the 

Wholesale customer classes. 

 

In addition, FBC’s Application seeks BCUC approval for a variety of changes to its 

Transmission Service Rates as well as the General Terms and Conditions applicable to 

that customer class. 

 

The Principles and Context of Rate Design 

 

The last FBC Rate Design/COSA Application was filed in 2009.  The key legislative, 

policy consideration and principles underlying the FBC Application and BCUC’s 

Decision at that time were: 

 

 The BC Energy Plan: A Vision for Clean Energy Leadership (2007 Energy 

Plan) which was released by the Provincial Government in February 2007. 

The 2007 Energy Plan set out a large number of policy actions that placed 

emphasis on energy conservation, energy efficiency, clean energy and 

self ‐sufficiency.  Policy actions specifically related to rates included 

“explore with B.C. utilities new rate structures that encourage energy 

efficiency and conservation”. 

 The Clean Energy Act (CEA,) which received Royal Assent on June 3, 

2010 and gave a renewed and heightened importance to energy 

efficiency, conservation, smart meters and smart grid, especially in 

sections 2 and 17.   

 Bonbright’s eight  rate making principles which are: 
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o Principle 1: Recovery of the revenue requirement; 

o Principle 2: Fair apportionment of costs among customers 

(appropriate cost recovery should be reflected in rates); 

o Principle 3: Price signals that encourage efficient use and 

discourage inefficient use (consideration of social issues including 

environmental and energy policy); 

o Principle 4: Customer understanding and acceptance; 

o Principle 5: Practical and cost‐effective to implement (sustainable 

and meet long-term objectives); 

o Principle 6: Rate stability (customer rate impact should be 

managed); 

o Principle 7: Revenue stability; and 

o Principle 8: Avoidance of undue discrimination (interclass equity 

must be enhanced and maintained). 

(While the BCUC considered all eight principles in its decision, in light of the BC 

Energy Plan and the CEA, more weight was given by the BCUC to Principle #3 

than Principle #2 in considering rate design issues2.) 

 

Then, in response to BCUC directives from the 2009 COSA and RDA Application3, FBC 

filed an Application for approval for a Residential Inclining Block (RIB) Rate on March 

31, 2011.  In that Application, FBC presented an analysis of 18 rate scenarios and 

evaluated them to narrow the field to a preferred option that met the following relevant 

objectives: 

 

o Customer bill impact (Bonbright Principles 4 and 6: Customer Understanding 

and Acceptance; and Rate Stability); 

                                                
2
 G-156-10 Decision, pages 56-57 

3
 G-156-10 Decision, page 57 
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o Efficient Price Signal (Bonbright Principle 3: Price Signals that Encourage 

efficiency use and discourage inefficient use); and 

o Promotion of Conservation (Policy Action #44 from the 2007 Energy Plan). 

 

In its subsequent Decision the BCUC stated: 

 

The Panel is satisfied that the introduction of a RIB rate, in addition to 

being an effective tool in promoting conservation; is simple for the utility 

and users to understand; does not unduly discriminate against certain 

segments of residential ratepayers, as we will discuss in Section 4.2.3; 

and promotes revenue stability as we will discuss in Section 4.2.3. 

Accordingly, the Panel finds that a RIB rate structure is in the public 

interest and directs FortisBC to implement this rate structure, subject to 

the parameters described below.4 

 

In its FBC RIB rate Decision, the BCUC also addressed the potential relationship 

between the utility’s Long Run Marginal Cost (“LRMC”) and the level of the Block 2 rate 

and, in particular, the appropriateness of capping the Block 2 rate at the fully loaded 

LRMC5.  It also determined that “that the long-run marginal cost of new supply 

continues to be the appropriate referent for the Block-2 energy rate.”6  However, while it 

accepted that “pricing electricity above FBC’s long-run marginal cost is not economically 

efficient”7, the Commission was not prepared to “cap” the Block 2 rate at the LRMC: the 

Panel considered the most appropriate referent to be the cost of acquiring energy 

through new resources.  It noted that the LRMC referenced by FBC only represented 

the cost of acquiring the energy and not the true long-run marginal cost of new supply to 

the customer. The Block 2 rate is a delivered rate, while the LRMC represents the cost 

of acquisition (i.e., it only relates to the cost of procuring energy but does not include the 

LRMC of transporting that energy to customers through transmission and distribution 

                                                
4
 Order G-3-12, page 22 

5
 Section 4.6 

6
 Page 40 

7
 Page 40 
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networks).   In its Decision, the BCUC was satisfied that FBC’s proposed Block 2 rate 

was below the actual delivered LRMC.  So, due to the uncertainty of the actual LRMC, 

the Panel did not approve a Block 2 rate cap at that time.  FBC was directed to provide 

an update of the full long-run marginal cost of acquiring energy from new resources, 

including the cost to transport and distribute that energy to the customer, as part of the 

reporting to be submitted in 20148. 

 

Current Application 

 

In this Application, much like in its 2009 one, FBC has cited the Clean Energy Act9 as a 

key consideration in the development of its proposals.  However, BCOAPO notes that 

this time around more emphasis has been given to the CEA’s objectives related to the 

use of clean and renewable energy resources, possibly due to the BC government’s 

August 2016 Climate Leadership Plan and the associated regulations which emphasize 

not only the use of renewable/clean energy resources but also the use of efficient 

electrification to reduce GHG emissions10.     

 

Another “new” consideration shaping the development of FBC’s current rate design 

proposals was the BCUC’s 2017 RIB Rate Report to BC’s Minister of Energy and Mines 

and the Minister’s subsequent letter to BC Hydro and FBC.  That letter requested the 

utilities examine a range of alternative rate designs with price signals for energy 

efficiency and electrification11.  The Minister’s letter also encouraged the two utilities: 

 

o To continue to engage with customers and build on the consultation from this 

process to make sure that the issues raised by customers inform future rate 

design applications and 

                                                
8
 Decision, page 41 

9
 [SBC 2010] CHAPTER 22 

10
 Exhibit B-1, page 19 

11
 Exhibit B-1, pages 18-19 
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o To consider how proposed rate structures will impact bills for customers 

choosing electric space and water heating and how this will affect utilities’ 

opportunities for efficient electrifications.  

 

FBC stated that the fundamental principles applied in the development of the current 

Application are based on the Bonbright principles set out above12.  The Utility also 

indicated that it “does not generally apply the eight principles above in any priority or 

with any particular weighting.  However, the Company does consider that the principle 

of cost causation (as articulated in Principle 2 but also considered in various other 

principles) represents an important foundation upon which cost allocation and rate 

design should rest”.13 

 

The increased emphasis on “cost causation” and Bonbright Principle #2 appears to be a 

key driver behind many of the proposed changes to the rate designs for the FBC’s 

various customer classes.  However, it is, we submit, fair to say that it is also a 

fundamental change from the priorities used by FBC in the development of its 2009 

COSA/RDA14 and by the BCUC in its subsequent Decisions regarding the 2009 

COSA/RDA15 and FBC’s RIB Rate Application16 where (in both) priority was given to 

Bonbright Principle #3 and the need to encourage energy conservation. 

 

This move away from an emphasis on conservation appears to be driven by the view 

that there may be little more to be gained in terms of conservation through rate design17 

and the fact that rate designs which encourage conservation are generally known to 

discourage increased electrification18. 

 

                                                
12

 Exhibit B-1, page 16 
13

 Supra, page 4. 
14

 Order G-156-10, Decision, pages 49 and 53 
15

 Order G-156-10, Decision, pages 56-57 
16

Order G-3-12, Decision, page 14 
17

 Exhibit B-1, page 72 
18

 Exhibit B-8, BCUC 1.4.3 
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The increased emphasis on “cost causation” is also driven by recent events.  In its 

Application FBC notes19 that many customers now have cost-effective options to 

improve energy efficiency in their homes or generate electricity on-site20.  The issue is 

that while these new technologies allow customers to reduce their electricity energy 

purchases, these same customers still require a utility connection and use of the 

system.  This is particularly true in the case of customers with (behind the meter) 

distributed generation who still require the utility to provide energy when their customer-

owned generation is not working21.  Rates developed on the basis of “cost causation” 

will help ensure that such customers pay their “fair” share of system costs22.   

 

Finally, to the extent an increased emphasis on cost causation increases the view that 

rates are “fair” it is also likely to lead to greater customer acceptance of the resulting 

rate structures, satisfying Bonbright Principle #4. 

 

COST OF SERVICE AND RATE REBALANCING 

 

The basic purpose of a Cost of Service Analysis (COSA) is to provide a tool to enable 

utilities to equitably link and pass along the costs of operating the utility to the various 

customer classes according to their part in incurring those costs.  A COSA is based on 

the principle of cost causation23 and the results of any such study provide an indication 

as to the extent to which a utility’s current rates align with Bonbright Principle #224.  The 

result of the COSA can also be used to assess the “fairness” of the individual elements 

of a customer class’ rate design (i.e., the relative levels of the customer, demand and 

energy charges) and thereby address issues of intra-class fairness. 

 

                                                
19

 Exhibit B-1, page 29 
20

 Exhibit B-11, BCOAPO 1.3.1 
21

 Exhibit B-1, page 30 
22

 Exhibit B-11, BCOAPO 1.4.3 
23

 Exhibit B-11, BCOAPO 1.1.2 
24

 Exhibit B-11, BCOAPO 1.7.1 and Exhibit B-23, BCOAPO 2.90.1 
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A COSA involves three basic steps25.  The first is functionalization.  This is where the 

costs of the utility are separated into major categories (or functions) that reflect the 

different services provided to customers.  In the case of electric utilities, the primary 

functional categories are production, transmission, distribution and general.  The 

second step is classification where the cost-causal factors for each function are 

determined and where, if there is more than one factor, the portion of the costs related 

to each are identified.  In the case of electric utilities these causal factors are generally 

demand-related, energy-related or customer-related.  Then, the third and final step of 

any COSA is allocation – where the costs are allocated to specific customer classes 

based on each class’ contribution to the identified causal factors. 

 

The overall costs allocated to each customer class are then compared to the revenues 

contributed by each customer class by determining the revenue to cost ratio and 

assessing whether it falls within an established range of reasonableness26. 

 

For purposes of the current COSA/RDA Application the COSA is based on the 2017 

Forecast Revenue Requirement approved for 201727.  A summary of the 2017 revenue 

requirement is set out below28: 

 

 

Functionalization 

 

Consistent with industry practice, FBC uses the following specific functions29: 

                                                
25

 Exhibit B-1, page 45 and Appendix A, pages 1-2 
26

 Exhibit B-1, page 54 
27

 Exhibit B-1, page 43 
28

 Exhibit B-1, Appendix A, page 7 
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o Power Supply/Production.  This includes the rate base (i.e., investments) and 

expense items associated with generation owned by FBC and power 

purchase expenses. 

o Transmission.  This includes both rate base and expense items for the 

transmission lines, poles, substations, etc. used to deliver power to the 

distribution network’s load centres and large customers served at 

transmission voltages.  Transmission is generally those lines/facilities 

measured at 35,000 volts and above. 

o Distribution.  This includes all facilities and services required to move 

electricity from the point of interconnection between the transmission system 

and the distribution system to the end user of the power.  Distribution is 

further distinguished as between primary service (voltages of 750 to 35,000 

volts) and secondary (voltages of 750 volts or less).  Also included in 

distribution are customer-related services (even for those customers served 

at transmission voltages).  These customer-related services include meter 

reading, billing, collections, advertising, etc. 

 

In addition to the investments and expenses that can be directly attributed to the above 

functions, the determination of FBC’s 2017 revenue requirement included: 

 

o Rate base related to investments in General Plant30 (i.e., computers, office 

equipment, transportation equipment and other items used by employees).  

This is “functionalized” on the basis of the labour (Full Time Equivalents or 

FTE’s) attributed to the three core functions31. 

o For purposes of rate base, an Allowance for Working Capital and an 

Adjustment to Capital Additions.  These are both functionalized on the same 

                                                                                                                                            
29

 Exhibit B-1, Appendix A, page 19 
30

)Exhibit B-13, CEC 1.9.1 
31

 Exhibit B-1, Appendix A. page 20; Exhibit B-8, BCUC 1.15.1 and Exhibit B-13, CEC 1.9.4.1.  
The exceptions are AMI Software and AMI Communications and Equipment which are treated as 
Distribution Costs and treated similar to meters.  (Exhibit B-2, COSA Model, Rate Base Tab) 
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basis as all operating and maintenance costs (inclusive of power purchase 

costs)32. 

o Other Rate Base items.  These can generally be attributed to one of the three 

functions.  The main exceptions to this are Deferred DSM costs and Plant 

Acquisition Adjustment and Deferred costs.  The former are functionalized as 

88% Power Supply, 4% Transmission and 8% Distribution consistent with the 

split used by FBC in the cost/benefit analysis for DSM spending33.  The latter 

are functionalized based on Gross Plant (w/o General Plant)34. 

o Administrative and General costs35.  These are functionalized on the basis of 

the labour (FTE) breakdown between the three core functions36. 

o Other Revenues.  These include revenues from a number of sources and are 

credited back to customers in a manner consistent with the basis for the 

revenues37.  In some cases the revenues can readily be attributed to a 

specific function.  For example the Waneta and Brilliant Contract Revenues 

are credited back to the customers on the same basis as generation rate 

base.  However, other revenues cannot and are allocated to functions using 

either labour (FTE) ratios or Gross Plant-before General Plant. 

o RS 37 Revenues.  These are revenues collected for Standby Service and are 

included in Other Revenues38.  These revenues are credited on the same 

basis are the overall rate base39. 

 

According to this Application, the overall functionalization of the revenue requirement 

is40: 

                                                
32

 Exhibit B-1, Appendix A. page 20; Exhibit B-8, BCUC 15.2 and Exhibit B-11, BCOAPO 1.14.1 & 
1.15.2 
33

 Exhibit B-1, pages 46-47 and Exhibit B-2, COSA Model, C&A by Funct Tab 
34

 Exhibit B-2, COSA Model, C&A by Funct Tab and Exhibit B-11, BCOAPO 1.16.3 
35

 Exhibit B-13, CEC 1.10.1 
36

 Exhibit B-1, page 47 and Exhibit B-1, Appendix A, page 21 
37

 Exhibit B-1, Appendix A, page 22 
38

 Exhibit B-13, CEC 1.10.6 
39

 Exhibit B-1, page 48 
40

 Exhibit B-1, page 48.  Note:  It is assumed that the values for Other Revenues should have 
been shown as credits while the values for depreciation should not. 
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BCOAPO generally supports the FBC’s approach to functionalizing its costs for 

purposes of the COSA.  However, BCOAPO does have issues regarding two elements 

of FBC’s proposed cost functionalization: specifically the treatment of Generation-

Related Transmission Assets; and the functionalization of DSM cost. 

 

Generation Related Transmission Assets (GRTA) 

 

Roughly 10% of FBC’s Transmission rate base is associated with GRTAs41.  FBC 

provided a detailed listing of these assets in response to ICG 1.20.1.  While these 

assets (and their associated costs) are excluded from the determination of FBC’s Open 

Access Transmission Tariffs, they are included in Transmission for purposes of the 

Utility’s COSA.  In explaining why this approach was used, FBC offered two 

justifications42.  The first was that it had followed the FERC accounts when 

functionalizing costs the second was regardless of whether the costs were 

functionalized as generation or transmission, they would be classified as 100 percent 

demand-related and allocated on the basis of the 2 CP demand allocator such that the 

amount allocated to each customer class would be the same. 

 

                                                
41

 Exhibit B-2, COSA Model, Transmission Tab, Cell L10 
42

 Exhibit B-11, BCOAPO 1.36.3 
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However, upon closer scrutiny, BCOAPO has come to the realization that neither of 

these two reasons is valid.   

 

In its evidence, FBC indicated that “FERC accounts typically categorize facilities by the 

type of asset rather than their function, resulting in some facilities being identified in the 

FERC accounts as transmission though in reality those facilities are used exclusively for 

integrating generating plants to the transmission grid”43.  FBC has also acknowledged 

that “it is standard practice to functionalize generation integration lines and step-up 

transformers to generation.  Those facilities typically have power flowing only in one 

direction with no directly connected customer loads, and they are not useful for 

customers taking wholesale transmission service”44.  Therefore, in principle, BCOAPO 

submits that the functionalization of GRTA to Generation is consistent with the principle 

of cost causation and with standard COSA practice. 

 

With respect to the claim that the cost allocation results would be the same, BCOAPO 

notes that the classification of the generation costs relating to FBC-owned stations - the 

ones that will have GRTA associated with them - is determined by pricing the output of 

the stations as if they were purchased at the BC Hydro 3808 rate45.  Furthermore, the 

rates charged by BC Hydro include not only the cost of generation but also the cost of 

transmission required to deliver the generation to the FBC system46.  Since the BC 

Hydro 3808 rate includes transmission, it is reasonable that this rate be applied to the 

FBC’s costs for not only its own generation but also the costs for transmission to deliver 

the generation to its system.  Indeed, when the question was presented to FBC in this 

context, FBC agreed that:  “It would be reasonable to separate out the transmission 

assets that are associated with generation integration, functionalize them as production, 

and treat them on the same basis as power supply classification”47. 

                                                
43

 Exhibit B-15, 1.20.1 
44

 Exhibit B-11, BCOAPO 1.36.2 
45

 Exhibit B-1, Appendix A, page 23 
46

 Exhibit B-11, BCOAPO 1.27.1 
47

 Exhibit B-23, BCOAPO 2.98.1 and 2.98.2 
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FBC’s remaining arguments for treating GRTA as Transmission are that it is consistent 

with COSA’s approved in the past48 and the impact on the revenue to cost ratios is 

minor49.  In response, BCOAPO submits that past practice should not be the basis for 

continuing to use an approach that has been shown to be incorrect and while the fact 

the impacts are minor may be an acceptable reason for not adopting what is 

demonstrated to be an improvement in the COSA if the costs of doing so are excessive 

or the change is administratively difficult it is not acceptable reason in situation such as 

this one where the correct approach can be implemented with minimal effort and cost.   

There are already a significant number of areas where the COSA has been simplified 

and/or generalized due to lack of data which contributes to a lack of precision in the 

overall results.  There is no demonstrable need in this case to unnecessarily compound 

this problem. 

 

BCOAPO submits that the BCUC should direct FBC to functionalized GRTA as 

Generation and, for purposes of classification and allocation, treat it the same as FBC-

owned generation. 

 

DSM Spending 

 

BCOAPO takes no issue with FBC’s proposal to functionalize deferred DSM costs and 

the associated amortization to Generation, Transmission and Distribution.  In this regard 

BCOAPO fully agrees with the rationale put forward by FBC: 

 

FBC looked at DSM in a different fashion when allocating the costs in the 

COSA. Rather than considering that DSM was spent to benefit customers 

directly, DSM was considered as an alternative to power supply costs and 

T&D spending. This is the approach FBC used when looking at the cost-

effectiveness of DSM alternatives. This was therefore the basis of the cost 

causation used in developing the DSM treatment in the COSA.50 

                                                
48

 Exhibit B-23, BCOAPO 2.98.1  
49

 Exhibit B-11, BCOAPO 1.36.4 
50

 Exhibit B-23, BCOAPO 2.67.3 
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BCOAPO also notes that a similar approach was recently adopted by the Manitoba 

Hydro Public Utilities Board51 and is used by BC Hydro52. 

 

However, BCOAPO has concerns regarding FBC’s application of this approach.  The 

assignment factors used to attribute the costs to Generation, Transmission and 

Distribution are based on the same factors as used in FBC’s 2009 COSA53.  FBC has 

indicated that the 2009 factors were used because the current planning for conservation 

does not provide the necessary data to split the costs into functions (and classify the 

DSM costs attributed to Generation).  BCOAPO’s concern is that the avoided costs 

used to evaluate DSM have likely changed significantly since 200954 and continued use 

of these factors will negatively impact the precision of and the confidence that can be 

attached to the resulting revenue to cost ratios.  While it may arguably be necessary for 

the BCUC to accept FBC’s proposed approach for the purposes of this proceeding 

BCOAPO submits that at the very least the BCUC should take note of this simplification 

when applying the results of the COSA and FBC should be directed to refine and 

improve its allocation of DSM costs in future COSA’s. 

 

Also, BCOAPO notes that in splitting the T&D portion of the DSM costs between 

Transmission and Distribution, FBC has used the total relative values for the total rate 

base for each of the two functions55.  In the case of Transmission, the facilities included 

in rate base are generally ones that have been and will be impacted by DSM.  However, 

this is not the case with respect to Distribution where spending on DSM is unlikely to 

impact the need for Meters, Services, and Street Lighting facilities.  BCOAPO submits 

that for the purposes of functionalizing DSM cost between transmission and distribution, 

investments in accounts 369 (Services), 370 (Meters/AMI Meters), 371 (Installation at 

Customer Premises) and 373 (Street Lights and Signal Systems) should be excluded 

from the value used for the Distribution rate base. 

 

                                                
51

 Exhibit B-11, BCOAPO 1.24.2 
52

 Exhibit B-21, BCUC 1.119.2 
53

 Exhibit B-8, BCUC 1.27.1 
54

 The avoided cost used in 2009 are provided in Exhibit B-8, BCUC 1.27.3 
55

 Exhibit B-2, COSA Model, C&A by Funct Tab, Cells H54 & J54 
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Other Submissions 

 

Finally, in BCOAPO’s view it is important for the BCUC to recognize that various 

simplifications and generalizations have incorporated into the functionalization of FBC’s 

revenue requirement due to data limitations or simple expediency.  Those that have 

come to light during the interrogatory process include: 

 

o The FTE allocator used to assign the costs in most of the accounts making up 

the General Plant rate base as well Administrative & General costs to 

functions.   While the costs included in the revenue requirement are only 

those related to assets in-service, the FTE values used reflect the total FTEs 

for the Company, including those related to activities where the costs are 

being capitalized.  The rationale offered is that this was the approach used 

previously and that the data is readily available56.  Also, for purposes of 

assigning he costs between Transmission and Distribution, FBC used the 

data from the 2009 COSA as the current data available for FTEs did not 

include a split between transmission and distribution57. 

o The assignment of the total accumulated depreciation related to Distribution 

to specific distribution activities/cost accounts for rate base purposes.  The 

COSA effectively splits the total accumulated depreciation functionalized as 

Distribution between the various Distribution cost accounts (accounts 360-

373) based on the gross book value of each account58.  However, since the 

depreciation rates vary across the Distribution cost accounts and the age 

profile of the assets in each of the Distribution cost accounts varies59, this use 

of the gross book value as the allocator will not result in an accurate 

attribution of accumulated depreciation to each cost account.  Furthermore, 

since the various Distribution cost accounts are not all classified/allocated on 

                                                
56

 Exhibit B-11, BCOAPO 1.16.1 
57

 Exhibit B-11, BCOAPO 1.16.2.2 
58

 Exhibit B-11, BCOAPO 1.13.2 
59

 Exhibit B-11, BCOAPO 1.13.5 
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the same basis this simplification will distort the allocation of these costs to 

customer classes60.   

o A similar issue exists with respect to the assignment of Depreciation expense 

to the various Distribution activities which will also lead to a distortion in the 

allocation of cost to customers61. 

 

BCOAPO accepts that, due to data limitations, some such simplifications are necessary.  

However, BCOAPO submits that it is important that the BCUC recognize the existence 

of such simplification when applying the results of the COSA because it does negatively 

impact the accuracy of the results, effectively rendering what appears to be a science 

into more of an art. 

 

Classification 

 

Generation 

 

The rate base assigned to Generation consists of investment in FBC-owned generation.  

To develop the classification split for these costs, the output from the Kootenay River 

plants was priced as if it were purchased at the BC Hydro 3808 rate to determine the 

equivalent split in costs between demand and energy. This split was then applied to 

actual costs of the Kootenay River plants for purposes of classification. The resulting 

split was roughly 20% demand-related and 80% energy-related. This is the same 

approach as used in the 2009 COSA62. 

 

The expenses assigned to Generation include: 

 

o Depreciation on generation investments along with the OM&A related to the 

plants, both of which are classified the same as the Generation rate base63. 

                                                
60

 Exhibit B-11, BCOAPO 1.13.1 
61

 Exhibit B-11, BCOAPO 1.18.1 to 1.18.5 
62

 Exhibit B-1, Appendix A, pages 23-24 
63

 Exhibit B-1, Appendix A, pages 28 & 30 
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o The return attributed to the Generation rate base and the associated income 

taxes which are also classified the same as generation rate base64. 

o The costs allocated to FBC in accordance with the Brilliant hydro plant 

contract and the cost of the capacity contract for power from the Waneta 

Expansion project both of which are also split between demand and energy 

by pricing the output received by FBC from these projects at the BC Hydro 

3808 rates.  The resulting split is roughly 31% demand-related and 69% 

energy-related65. 

o BC Hydro 3808 purchase rates include demand and energy charges and the 

costs are classified as charged66.  

o Market purchases were classified as 100% energy67.  This reflects the fact 

that none of the forecast 2017 market purchases were for on-peak hours68. 

 

The following table summarizes the classification of Generation (Power Supply) costs69. 

 

 

There is no industry standard with respect to the methodology for classifying Generation 

costs and, indeed, several different methods are used70.  In response to interrogatories, 

FBC has explain why it used the BC Hydro 3808 rates for purposes of classifying the 

costs associated with its own plants as well as the Brilliant and Waneta purchases: 
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Use of BCH 3808 rates can itself be considered to be a form of market-

based approach.  Market rates such as those rates published for the Mid-

C trading hub, include daily and monthly prices but are only split between 

standard on-peak and off-peak periods. They do not provide demand 

charges or prices for capacity only purchases. That would limit the ability 

to allocate any costs from the Kootenay River Plants on the basis of 

demand.  FBC is not facing market prices in many hours of the year. In 

most cases, the BCH RS 3808 contract is the marginal resource for the 

utility. For that reason, the BCH contract is more specific to the 

circumstances of FBC and better reflects the market price facing FBC.71 

 

BCOAPO submits that FBC’s approach to classifying Generation costs is reasonable 

and should be accepted by the BCUC. 

 

Transmission 

 

The Transmission rate base includes FBC’s own transmission assets.  The revenue 

requirement attributed to transmission represents the cost associated with those assets 

(e.g., depreciation, OM&A and return) as well as wheeling services purchases from BC 

Hydro.  FBC’s COSA classifies these costs as 100% demand-related72. 

 

In BCOAPO’s submission, FBC’s classification of Transmission costs is consistent with 

standard industry practice73 and it recommends that it be approved by the BCUC. 

 

Distribution 
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Distribution costs are generally classified as demand or customer-related.  However, in 

some cases, there is no need for classification as the costs can be assigned directly to 

a specific customer class (e.g., Street Light assets)74. 

 

Investments in distribution substations are classified as demand-related while 

investments in the balance of the distribution facilities that form the distribution network 

(e.g., lines, poles and transformers) are classified as demand or customer-related using 

the minimum system method.  Investments related specifically to customers such as 

meters and services are classified as customer-related75.  The classification of the 

expenses such as OM&A associated with these facilities mirrors the classification of the 

investments costs (i.e., rate base)76.  Customer service costs (e.g., meter reading, 

billing and collection, etc.) are classified as customer-related77. 

 

FBC has classified substations as 100% demand-related because they are sized on the 

basis of the peak load to be served78.  FBC also notes that this approach is consistent 

with industry practice79.  BCOAPO has no concerns regarding this aspect of the COSA. 

 

Investments in the balance of the distribution network system are classified as demand 

and customer-related.  In BCOAPO’s view this dual classification is reasonable as the 

facilities must not only be sized to meet the total load being delivered but must also be 

built so as to deliver that power to all customers (i.e., the amount of poles and lines and 

number of transformers required will vary with the number of customers on the system). 

 

FBC’s evidence notes there are various methods that are used by the industry to 

undertake this split between demand and customer-related costs80.  BCOAPO accepts 

that the minimum system method when combined with the PLCC adjustment as FBC 

has proposed is a reasonable way of calibrating this split. 
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BCOAPO also agrees with FBC’s proposal to treat investments of customer service 

costs and investments (e.g. meters) related to serving a specific customer’s premise 

should be classified as customer-related.  This is both reasonable and fair. 

 

The only issue BCOAPO has is with the classification of DSM costs.  Similar to the 

submissions made regarding the functionalization of DSM costs, BCOAPO notes that in 

classifying the DSM cost functionalized as Distribution as between demand and 

customer, FBC has included the rate base associated with investments in accounts 369, 

370, 371 and 373.  For the same reasons as provided above, these accounts should be 

excluded from the values used for classifying DSM costs attributed to the Distribution 

function. 

 

Allocation 

 

Generation 

 

For Generation rate base (i.e., investments in FBC-owned facilities), the demand-

related costs are allocated using the 2 CP factor while energy-related costs are 

allocated on the basis of annual energy by class81.  Expenses associated with the rate 

base investments are similarly allocated.   

 

The 2 CP factor is based on each class’ contribution to the coincident peak in the two 

winter and two summer months with the highest system peak82.  The energy values 

used are the forecast delivered energies by class increased to account for transmission 

and distribution losses.  Power purchase costs are classified to demand and energy for 

each month and allocated to customer classes based on each class’ contribution to 

system peak and energy loads for each month83. 
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FBC has explained that its choice of demand allocator for costs related to its own 

generation facilities was based on a consideration of past precedent, FERC and OEB 

tests, comparisons of load shapes, and trends in winter and summer peaks84.  Also, in 

response to interrogatories, FBC indicated that the use of its 2 CP method is supported 

by the OEB tests85. 

 

BCOAPO submits that the allocation factors proposed by FBC for Generation (i.e., 2 CP 

for demand-related costs and annual energy for energy-related costs) are reasonable 

and should be accepted by the BCUC.  However, BCOAPO does have issues with 

respect to FBC’s determination of these allocation factors.   

 

With respect to the 2 CP factor, it is noted that FBC did not use the two highest forecast 

peaks for the 2017 summer (June and August).  While the 2017 forecast has the June 

peak higher than the July peak, FBC used the July peak instead since the forecast was 

atypical and did not reflect the peak in the majority of years86.  However, BCOAPO 

notes that this response conflicts with FBC’s response to BCOAPO’s inquiry as to 

whether, to determine the demand allocators, it would be appropriate to use results for 

more than one year.  In that response, FBC stated: 

 

No, there are issues associated with using more than one year. In the 

case of FBC, the revenue requirements are based on a single year and 

the loads in the COSA reflect a forecast year, which is already adjusted for 

normal weather. If they were based on different years’ data, there would 

be an inconsistency, particularly with respect to the cost of power supply. 

87 

 

BCOAPO submits that FBC needs to be consistent in its COSA approach and not argue 

that it is inappropriate use average or typical data in some instances (i.e., overall 

                                                
84

 Exhibit B-1, Appendix A, page 36 
85

 Exhibit B-23, BCOAPO 2.73.2 
86

 Exhibit B-8, BCUC 1.25.2 and Exhibit B-11, BCOAPO 1.30.3 and 1.30.3.1 
87

 Exhibit b-13, BCOAPO 2.111.2 



 

23 

determination of demand allocation factors) while specifically choosing not to use the 

use 2017 forecast data in other instances because it is atypical (i.e., choice of peak 

summer months).  While the impact in this case may be small, consistency is important 

if the COSA is to avoid the perception that the determination of the allocation factors is 

arbitrary and open to manipulation to skew results. 

 

BCOAPO’s second related concern is also with respect to the demand allocators.  While 

the load forecast used to determine the 2017 revenue requirement has been weather 

normalized, the calculation of the demand allocators for each customer class were not 

based on weather normalized data but rather actual 2016 data88.  While it may be 

necessary to use actual (as opposed to weather normalized) data in determining the 

demand allocation factors, doing so increases the imprecision of the COSA results and 

this impact needs to recognized when interpreting and apply in the results. 

 

Transmission 

 

All transmission rate base and expense accounts are allocated to customer classes 

based on the 2 CP factor89. 

 

BCOAPO submits that the use of the 2 CP allocation factor is also appropriate for 

Transmission costs.  However, BCOAPO’s preceding comments regarding the actual 

determination of the 2 CP factor for demand-related generation costs are equally 

applicable with respect to the allocation of transmission costs. 

 

Distribution 

 

For those elements of the Distribution rate base (and the related expenses) that were 

classified as demand-related, the allocation to customer classes varies as follows90: 
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o Substation costs – which were  classified 100% demand-related are allocated 

based on each customer classes Primary Non-Coincident Peak 

o Poles and Conductors - which were classified as partly demand-related using 

the minimum system method are allocated based on each classes 

contribution to its Primary Non-Coincident Peak (80%) and its Secondary 

Non-Coincident Peak (20%). 

o Transformers - which were classified as partly demand-related using the 

minimum system method, are allocated based on each class’s contribution to 

its Secondary Non-Coincident Peak. 

 

For elements of the Distribution rate base (and associated expenses) that are classified 

as customer-related the allocation to customer classes is as follows91: 

 

o Poles & Conductors and Transformers – based on the average number of 

customers in each class. 

o Services, Meters and Other Equipment on Customers’ Premises – based on a 

weighted customer factor that considers the relative differences in meter 

costs across customer classes. 

 

Customer Service costs included in Distribution are all classified as customer-related 

and allocated to customer classes as follows92: 

 

o Meter Reading, Customer Billing and Customer Assistance - based on a 

weighted customer factor that considers the relative differences in the cost of 

accounting and meter reading by customer class. 

o Credit and Collections – based on the average number of customers in each 

class. 

o Supervision and Administration – based on the allocation of all other 

Customer Expenses.  
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BCOAPO has no issues with FBC’s allocation of the costs associated with its 

substations.  However, BCOAPO has a number of concerns regarding FBC’s allocation 

of the costs associated with Poles & Wires, Transformers and Customer Service.   

 

Poles and Wires – Primary/Secondary Split 

 

The 80%-Primary / 20%-Secondary split applied to the costs associated with Poles and 

Wires is a concern for BCOAPO.  FBC has indicated93 that the split is not based on the 

characteristics of its system but rather on the general industry experience of its 

consultant, EES.  The characteristics of utilities’ distribution systems can vary widely 

depending upon the voltages used, the terrain of the utility’s service area and the 

geographic distribution of a utility’s customers.  These variations would affect the 

calibration of primary/secondary split.  As a result, BCOAPO submits that the use of an 

80%/20% split based on “industry experience” should be viewed as a generalization 

which will impact the precision of FBC’s COSA, a factor that needs to be taken into 

consideration when interpreting and using the results of the COSA. 

 

Poles, Conductors and Transformers – Demand Allocators 

 

BCOAPO’s issue in this area is the determination of the demand allocator used.  In the 

Application FBC states that “the NCP allocation factors are calculated after subtracting 

the PLCC amount times the number of customers in each rate class”94.  However in 

preparing its submissions BCOAPO took a closer look at the allocation of the demand 

portion of Poles, Conductors and Transformers in the COSA and it appears that this is 

not the case.  For example, with respect to the allocation of rate base, the allocation of 

the demand-related portion of these facilities is set out in the COSA Model in the Rate 

Base by Cust. Tab, Cells EI68 through ES72.  Inspection of the values in these cells 

indicates that they are sourced from the C&A by Cust Tab of the Model, Rows 256, 263 

and 270.  Working through the formulae these values appear to be based on the NCP 
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values sourced in turn from Rows 230 and 234 which have not been adjusted for the 

PLCC.  BCOAPO submits that FBC should review the determination of its NCP 

allocation factors for Poles, Conductors and Transformers (as used in the COSA Model) 

and confirm that they do include the PLCC adjustment. 

 

Additionally, we note that the evidence states that the NCP-Secondary is used as the 

demand allocation factor for Transformers, but Row 230 (referred to in the previous 

paragraph) appears to be based on the NCP-Primary.  Again, BCOAPO submits that 

FBC should also review the determination of its NCP allocation factor for Transformers 

(as used in the COSA model) and confirm that it is correct. 

 

Poles, Wires and Transformers – Customer Allocators 

 

In its response to interrogatories, FBC acknowledged that while number of customers is 

appropriate when looking at and determining the allocation of costs such as billing, it 

may not be the appropriate measure for purposes of the minimum system analysis95.  

BCOAPO agrees.  The Distribution network is designed to supply individual connections 

to the system (i.e., points of delivery) and, in this regard, it makes no difference whether 

or not any of the connections have a common ownership.  In many cases, each 

customer has only one connection to the Distribution system and therefore the 

distinction between “customers” and “connections” is not important.  However, for some 

customer classes there is a difference and in some instances it could conceivably be 

material.  Instances where this is an issue include: 

 

o Wholesale Service – Primary (RS 40) – where the customer count used in the 

COSA is five96, but FBC has indicated that there are 12 connections/points of 

delivery97. 

o General Service – where there are unmetered (non-lighting) loads98 such as 

traffic lights, telephone booths, cable boxes, etc. where the customer would 
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be a municipality or a telecom provider and each of which could have multiple 

connections. 

o Street Lighting – where the count is based on the number of active lighting 

customers not connections99.  However, in the case of a municipality which 

owns street lights the number of connections could be significant (i.e., in the 

hundreds if not thousands) - even if each streetlight is not connected 

separately to the system. 

 

FBC has suggested that the impact of this issue is not material since the revenue 

associated with Street Lighting is minimal.  However, it is not the revenue that is 

impacted by the mismatch between customers and connections but rather the allocation 

of costs.  Using the number of connections per class (as opposed to customers) will 

impact the allocation of the customer-related costs associated with Poles, Conductors 

and Transformer – which does account for a material portion (more than 35%) of rate 

base.  At the same time, this correction will change the PLCC adjustment which will 

have an offsetting impact on the resulting Revenue to Cost ratios.  Given that, at this 

stage in the process, FBC may not be able to correct this matter, BCOAPO submits that 

the Company should be directed to address the issue in its next COSA/RDA.  However, 

for purposes of this proceeding, it is important for the BCUC to recognize that this is 

another issue that contributes to the imprecision of the COSA. 

 

Meter Reading 

 

For purposes of allocating Meter Reading, Billing and Customer Assistance, the 

weighting factors used for 2017 are the same values used in the approved COSA 

2009100.  However, as of July 2015, FBC has been using AMI meter readings for 

customer billing purposes101 and the cost of meter reading has gone down relative to 
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the cost for customer classes who already had meters that were read remotely102.  In 

this instance BCOAPO also submits that the Company should be directed to address 

the impact of AMI on its CUSTW allocation factor and, in the meantime, the BCUC 

should recognize that this is a further issue that contributes to the imprecision of the 

COSA. 

 

Rate Rebalancing 

 

Revenue to Cost Ratios – Range of Reasonableness (“RoR”) 

 

The COSA results can be used to calculate a revenue to cost (R/C) ratio for each 

customer class by dividing the revenue at current rates by the total allocated costs.  In 

the case of the current COSA, which is based on the forecast 2017 Revenue 

Requirement, the revenues at current rates were adjusted to account for the 2017 rate 

increase103.  The result is then used to as an indication of the extent to which a utility’s 

current rates align with Bonbright Principle #2: fair apportionment of costs between 

customer classes104. 

 

R/C ratios are assessed based on whether they fall within an established range of 

reasonableness.  The reason for this is that, even at the best of times, any COSA 

involves the use of assumptions, estimates, simplifications, judgements and 

generalizations105.  For purposes of the current Application, FBC is proposing that “the 

appropriate RoR for evaluating its R/C ratios is 95 per cent to 105 per cent” such that 

“an R/C ratio falling within the 95 percent to 105 percent RoR indicates that the 

revenues recovered from customers on that rate schedule are adequately recovering 

the allocated cost to serve them”106. 
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FBC’s evidence is that the use of a Range of Reasonableness is a “widely accepted 

practice”107.  It also indicates that the most common ranges used are either 90%-110% 

or 95%-105%108.   

 

During the interrogatory process, FBC was asked whether electric utility costs can be 

more accurately allocated to customer classes than gas utility costs.  In its response 

FBC indicated that it “would expect that the electric COSA would provide more accurate 

results than the natural gas utility”109.  The reasons for this were that: 

 

“There are two factors to consider when looking at whether or not the 

COSA results in an accurate assessment of costs. The first factor is the 

accuracy of load data used to develop peak demand allocation factors. 

FBC has hourly metered data for electric customers that is not available 

for natural gas customers. Because of the added metering capabilities, the 

demand allocation factors used for the electric utility are more accurate 

than the demand allocation factors used for the natural gas utility. FEI 

proposed a broader range of reasonableness of 90 percent to 110 percent 

for the gas utility in part because of the uncertainty in the load data. 

 

The second factor is the differences of opinion in the various COSA 

methods that can be used, such as using a minimum system approach or 

100 percent demand approach for distribution classification. These 

differences are often based on the interests of various customer classes 

and the utility must balance those different interests. Because a COSA 

must select various methods that not all parties will agree with, the results 

are open to interpretation as to whether or not they are accurate. With 

respect to this second factor, there is no greater accuracy for the electric 

utility than for the natural gas utility.” 
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With respect to the first factor, accuracy of load data, BCOAPO would note that while 

FBC does have added metering capability, the actual load profiles were not developed 

based on the meter readings of all customers and that for many of the customer classes 

a sample was used110.  Also, for all classes the data used to develop the load profiles 

was not weather normalized111.  As result, while the allocation factors used in FBC’s 

COSA may be more accurate there is still an element of uncertainty associated with 

them.  Also, with respect to the second factor, BCOAPO submits that there is greater 

choice of “acceptable methods” available in the case of electric utilities.  The reason for 

this is the wide range of methods available and used to classify and allocated 

Generation/Power Supply costs: a significant part of the revenue requirement.  Overall, 

BCOAPO submits that there may be little difference in the “accuracy” of electric vs. gas 

COSAs. 

 

Based on the foregoing BCOAPO submits that while the Range of Reasonableness 

proposed by FBC is acceptable, it is important that it is interpreted properly.  In 

BCOAPO’s view, this means that customer classes with revenue to cost ratios falling 

within the range should all be equally viewed as having rates that fairly recover the cost 

to serve them.   The implication is that if the R/C ratios are within the Range of 

Reasonableness, moving all of the ratios to 100% would not improve the fairness of the 

rates in terms of Bonbright Principle #2.  BCOAPO notes that this view is consistent with 

the evidence of BCUC’s independent consultant in FEI’s rate design proceeding as 

cited below112: 

 

“Regulators typically accept rates within a range as constituting full 

recovery since it is recognized that cost allocation studies are not precise. 

Hence, unless the level of cost recovery is outside the specified range of 

reasonableness, differential rate increase would not be considered 

equitable since small deviations from 100% are as likely to be the results 
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of the imprecision of the methodology as they are to be the results of true 

cost difference.” 

 

FBC’s Rebalancing Proposal 

 

The R/C ratios resulting from FBC’s 2017 COSA are set out below113: 

 

 

 

There are two customer classes whose R/C ratios are outside FBC’s proposed Range 

of Reasonableness:  Large Commercial-Transmission and Lighting.  FBC’s proposal is 

to rebalance the rates for these two classes is to increase the rates for the Lighting 

class to where the resulting R/C ratio is 95%, the lower limit of the Utility’s proposed 

RoR, and then to use those additional revenues to reduce the rates for the Large 

Commmercial-Transmission class, bringing its R/C ratio down to 104.7114. 

 

BCOAPO calls for a number of changes to FBC’s COSA which, if adopted by the 

BCUC, will change the allocation of the revenue requirement amongst customers.  As a 

result, BCOAPO’s submissions with respect to rebalancing do not focus of the specific 
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values proposed for each class’ R/C ratio but rather on the principles used in 

rebalancing.  Based FBC’s evidence, we understand these principles to be: 

 

o Rebalancing should only be required when a customer class’ R/C ratio falls 

outside the Range of Reasonableness. 

o When this occurs, the rates for the relevant customer classes should be 

adjusted such that the R/C ratios for all classes fall within the Range of 

Reasonableness.  If, as in the case with the 2017 COSA, this leads to a 

surplus revenues then the rates for the customer class (es) with the highest 

R/C ratios should be further decreased such that the overall allocation is 

revenue neutral.  Presumably, if adjusting the rates/revenues such that all 

classes’ R/C ratios fall within the Range of Reasonableness led to a revenue 

shortfall then the rates/revenues for the those class(es) with the lowest R/C 

ratios would be adjusted upwards such that the overall result was revenue 

neutral.115 

 

In BCOAPO’s view, this is an appropriate approach.   

 

RESIDENTIAL RATE DESIGN 

 

Current Rate Design 

 

At the present time the Residential default rate schedule is RS 01 which is an inclining 

block rate (referred to as the Residential Conservation Rate, the “RCR”).  The 2017 

rates are set out below116: 
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As noted in Section above, the genesis for the current RCR rate can be found in the 

BCUC’s Decision regarding FBC’s 2009 COSA/RDA where the Commission stated: “In 

the context of conservation and efficiency, the Commission Panel rejects FortisBC’s 

position that no conservation rates should be introduced before the AMI 

implementation”117.  The Commission, in the same Decision, then went on and directed 

FBC “to develop a plan for introducing residential inclining block rates that also 

incorporate a lower Basic Charge in the immediate future and to file an RIB rate 

application with the Commission no later than March 31, 2011”118. 

FBC also maintains two other rates schedules which have a customer charge and a flat 

energy rate:  i) RS 03 which is applicable to customers enrolled in FBC’s Residential 

Conservation Rate control group and ii) RS 03A which is applicable to eligible farm 

customers:  The rates are the same for both schedules and represent the rates that 

would be in effect if the Residential Conservation Rate had not been implemented in 

2012.  The 2017 rates are set out below119. 
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FBC’s proposal is to transition the Residential Class back to a flat rate over five 

years120.  At the same time, FBC is proposing to increase the monthly customer charge 

to a level consistent with that of the current RS 03 and RS 03A rate schedules (i.e., 

$18.70 per month)121.  The five year transition is meant to mitigate the year over year 

bill impacts on individual customers (i.e., generally those using less than 15,000 kWh 

per year)122.  The following table sets out the five year transition based on 2017 rates123. 

 

 

Basis for Current RCR Rate 

 

BCOAPO agrees with FBC that primary intent behind the Commission’s directive to the 

Company to file a residential inclining rate block proposal was “to incent customers to 

use less electricity” 124.  To BCOAPO this is evident from the BCUC’s statement in its 

2009 COSA/RDA Decision that “Bonbright Principle 3 regarding the price signals 

encouraging conservation should trump Principle 2 which seems to support a higher 

basic charge” 125.  This intent is also supported by the BCUC’s RIB Decision where: 

 the legislative context discussion focused on the Clean Energy Act and its 

reference to “new measures to promote electricity efficiency and conservation” as 

well as the BC (2007) Energy Plan and references to the two Policy Actions 

relating to relating to energy conservation and efficiency; 
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 the evaluation criteria that FBC proposed and the BCUC referenced for 

evaluating various RCR options centred on the effectiveness of the options in 

providing a conservation signal, the expected amount of conservation that would 

be achieved and bill impacts126; 

 as a preface to its determinations the BCUC stated “this Application was brought 

forward by FortisBC in response to a directive by the Commission. This directive 

is supportive of the objectives of the CEA for British Columbia to take demand 

side measures, to conserve energy, and to achieve electricity self-sufficiency.”127 

 

BCOAPO also agrees with FBC that the BCUC reference to the “efficiency” in the 

phrase “energy conservation and efficiency” was related to the common use of this 

phrase which is mainly focused on the conservation (energy efficiency for consumer 

products such as refrigerators means less use)128.   

 

Finally, BCOAPO agrees with the FBC that there is a difference between the efficiency 

objective (as reflected in Bonbright Principle #3) and the conservation objective and that 

the two are not always aligned, as “increased consumption is not necessarily 

“inefficient” consumption in the context of Bonbright principle #3129. 

 

However, BCOAPO disagrees with FBC when it characterizes Bonbright Principle #3 as 

being “mainly intended to  provide appropriate price signals to customers for efficient 

use of the electric system”130 (i.e., shift load for peak to off-peak and /or improve load 

factor).  Rather, it is BCOAPO’s view that Bonbright Principle #3 is aligned with the 

concept of economic efficiency.  This interpretation is supported by: 
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 Bonbright’s original text where he explains that under this principle “rates are 

designed to discourage the wasteful use of public utility services while promoting 

the use of all that is economically justified in view of the relationships between 

costs incurred and benefits received”131. 

 The BCUC Decision on FBC’s Residential Inclining Block Rate Application where  

it stated: 

 

…A rate structure based on sound rate-making principles can ensure that 

what consumers pay will reflect the true economic value of the energy 

they buy, and that energy resources find their best possible uses.   

Bonbright Principle 3 embodies this notion…132 

 

Role of LRMC in BCUC Decision re:  Current RCR Rate 

 

FBC stated that: 

 

…for FBC the Tier 2 rate of the RCR has never been set with reference to 

the LRMC. In the original RIB Application, the Tier 1 and Tier 2 rate were 

calculated in order to ensure that 95 percent of customers would 

experience bill impacts no greater than 10 percent.  Due to the pricing 

principles approved by Order G-3-12, for the first five years, the Tier 2 rate 

was calculated to absorb a higher than proportionate share of the 

residential revenue requirement increases than the other rate components 

were. After the initial five year period, the Tier 2 rate has simply increased 

with the annual revenue requirement adjustments133. 
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While this may be “technically” correct, it would be incorrect to claim that FBC’s LRMC 

was not a consideration in the BCUC’s 2012 RIB Decision.  In that Decision, the BCUC 

stated134: 

An important characteristic of a RIB rate structure is that it allows the utility to 

introduce price signals that reflect the increased marginal cost of electricity. 

Setting the Block 2 rate equal to the LRMC and allowing the Block 1 rate to be 

set residually ensures that any consumption, in excess of the threshold, is billed 

at the LRMC. The Panel considers this to be a key element of a RIB rate that 

can be used to induce conservation and be economically efficient. 

 

Furthermore, the Commission subsequently determined that “that the long-run marginal 

cost of new supply continues to be the appropriate referent for the Block-2 energy 

rate.”135  However, the Commission also determined that it would not “cap” the Block 2 

energy rate at this value of LRMC stating: 

…there is ambiguity between the LMRC as defined by FortisBC and the 

true long-run marginal cost of new supply to the customer. The Block 2 

rate is a delivered rate, while the LRMC is a cost of acquisition – it only 

relates to the cost of procuring energy but does not include the LRMC of 

transporting that energy to customers through transmission and 

distribution networks. FortisBC estimates the LRMC at $125.80 per MWh, 

or 12.58 cents per kWh, which includes line losses of 11 percent, but does 

not include other delivery costs. 136 

 

While FBC had provided no information regarding these additional transmission and 

distribution costs, the Commission concluded that “this Block 2 rate is below the actual 

delivered LRMC”.137  However, the BCUC directed FBC to “provide an update of the full 

long-run marginal cost of acquiring energy from new resources, including the cost to 
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transport and distribute that energy to the customer as part of the reporting to be 

submitted in 2014”.138 

 

BCOAPO notes that the requested information has not been provided to-date: 

 

In it 2014 RCR Report FBC indicated it would be providing an “in-depth” analysis of its 

LRMC as part of its upcoming LTERP Application139. 

 

However, in its LTERP Application, FBC provided a detailed analysis of its LRMC with 

respect to generation140.  In terms of transmission and distribution, FBC used a value of 

$79.85/kW-year for deferred capital (transmission and distribution) expenditures for 

evaluating DSM programs141.   

 

In its 2017 DSM Application, FBC did provide a detailed study of the deferred capital 

expenditures (DCE) associated with transmission and distribution142.  However, in the 

current 2017 COSA/RDA, FBC has indicated that it “does not have an established 

methodology for combining the LRMC of reliable power, which is a system level 

number, with marginal transmission and distribution costs”.  FBC further states that it 

“views the LRMC of power supply and the Deferred Capital Expenditures relating to 

infrastructure as two separate values expressed in different units and that apply to 

separate parts of the system. They cannot be readily combined and if summed together, 

would not be consistent with the established definition of “Long Run Marginal Cost”143. 

BCOAPO submits that in the RIB Decision the value of FBC’s LRMC was a 

consideration and that any limitations regarding its application in the setting of the Block 

2 energy rate were largely the result of the BCUC having insufficient information both 
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then and, despite a specific request that it be provided, for the purposes of subsequent 

decisions. 

 

FBC’s Proposed Customer Charge Increase 

 

In the Application, FBC suggested that it is logical to align the Residential Customer 

Charge with what it would have been in the absence of the RCR (i.e., the customer 

charge under RS 03 and RS 03A)144.  FBC also noted that at that level, the charge 

recovers 53% of the associated fixed COSA charges145, close to its proposed target of 

55% fixed cost recovery for all customer classes. BCOAPO submits that this proposal is 

reasonable. 

 

In various interrogatory responses, FBC indicated that its reasons for proposing an 

increase in the customer charges such that they recover roughly 55% of fixed costs for 

all classes include: 

 

 Better reflection of costs and cost causality as indicated by the COSA, which 

in turn improves intra-class equity.  FBC also notes that the ability of some 

customers to reduce their electricity use through the use of distributed 

generation technologies and energy efficiency/demand management 

technologies exacerbates the inequity between customers if there is a 

mismatch between the ways costs are incurred and how they are 

recovered146. 

 Improved inter-class equity in that all classes’ customer charges make 

roughly the same (percentage) contribution towards fixed costs. 

 Improved rate and revenue stability as revenues and individual bills vary less 

due to fluctuations in energy (kWh) use. 
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 Improved inter-class equity as shortfalls in revenues due to customer charges 

not covering fixed costs are recovered from all customers through the use of 

a deferral account. 147 

 

However, FBC acknowledged that there is no standard or “correct” level at which to set 

the recovery percentage and that the value of 55% was based on an assessment of the 

current recovery percentages for the various customer classes148. 

 

FBC also acknowledged that higher fixed charges reduce incentives for conservation 

and any sudden significant change to the fixed-variable rate split without appropriate 

phase-in of the rate changes can lead to rate shock149. 

 

BCOAPO supports the principles of inter and intra-class equity and in this regard 

supports FBC’s proposals regarding the customer charge.  BCOAPO notes that it is the 

low volume customers (i.e., those served under rate schedules RS 01, RS 03 & RS 03A 

and RS 20) that are likely to experience the largest bill impacts as a result of an 

increase in the customer charge.  The current customer charges for these three 

customer classes respectively recover 45%, 53% and 46% of the COSA customer costs 

allocated to the classes150.  Given that the objective is to generally increase but to also 

align the recovery of (fixed) customer cost across classes, BCOAPO views the general 

proposal of 55% and the specific use of 53% for the RS 01 and RS 03/03A classes as 

being reasonable. 

 

With respect to bill impacts and rate shock, FBC has proposed a phase-in the transition 

to its proposed RS 01 rate structure (which includes changes to both the customer 
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charge and the energy rate structure) over a five year period in order to mitigate annual 

rate impacts.  BCOAPO’s submissions regarding the “phase-in” can be found under the 

section below dealing specifically with this aspect of the Application. 

 

Regarding the impact of higher customer charges on conservation, BCOAPO notes that 

Government policy now supports both “conservation” and “electrification”.  While these 

policies may seem to be “at odds” that is not necessarily the case.  In BCOAPO’s view 

both have a role in meeting the broader objectives of:  i) reducing carbon emissions and 

ii) reducing the cost of energy for BC consumers.  However, the roles may vary 

depending upon the particular issue/use being considered.   

 

In terms of rate structures, BCOAPO does not agree with FBC’s contention that the 

proposed revenue neutral increase to the Customer Charge will have no effect on 

electricity consumption151.  However, BCOAPO acknowledges that this effect will be 

small since a significant portion of customers’ monthly bills continues to be charged 

under variable charges.  In this regard, BCOAPO considers the structure of the energy 

charges (e.g., declining, inclining or flat rates and TOU designs) has having the greater 

potential impact on the questions of conservation and electrification.  Similarly, 

BCOAPO sees the structure of the energy charges as being more relevant to the issue 

of whether or not FBC’s proposed Residential rates align with Bonbright Principle #3 

regarding (economic) efficiency. 

 

FBC’s Flat Rate Proposal 

 

BCOAPO submits that FBC’s proposal to return to a flat rate is consistent with the 

Bonbright Principles and current Government policy for the reasons outlined below. 
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FBC’s primary rationale for returning to a “flat rate” is that there is no “cost basis” for the 

current RCR from a COSA perspective152.  In response to BCOAPO 1.46.1 FBC 

provided graphs setting out how the monthly load factors for the Residential class varied 

by use based on different definitions of peak demand.  The results for all of the peak 

demand definitions used in the COSA showed that load factors increased with usage 

level.  Since a higher load factor is generally correlated with a lower cost per kWh, this 

suggests that there is no cost basis for an inclining block rate and, indeed if anything, 

the cost per kWh for the second tier should be lower than the cost per kWh for the first 

tier153.  

 

The response to BCOAPO 2.100.1 provides similar data but this time on a monthly 

basis for each of the customers in the Residential sample.  While no formal statistical 

analysis of the data was requested, an inspection of the graphs provided would, again, 

suggest that if there is trend, it appears to be one where load factors increase with the 

level of energy use.  Again, indicating that there is no cost justification for an inclining 

block rate such as the current RCR.  Overall, BCOAPO agrees with FBC’s assessment 

that there is no “cost basis” for the current RCR and therefore the RCR does not align 

with Bonbright Principle #2. 

 

FBC also takes the positon that a return to a “flat rate” is consistent with a number of 

Bonbright’s other Pricing Principles including: 

 Principle 4: Customer understanding and acceptance; 

 Principle 6: Rate stability (customer rate impact should be managed); and 

 Principle 7: Revenue stability.154 
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BCOAPO accepts the reasoning outlined in the referenced interrogatory responses and 

agrees with FBC assessment that moving to a “flat rate” is consistent with these three 

Bonbright Principles. 

 

With respect to Bonbright Principle #3 (Price signals that encourage efficient use and 

discourage inefficient use (consideration of social issues including environmental and 

energy policy), FBC has taken the following position: In terms of government policy the 

flat rate responds better to government policy regarding electrification155 and, indeed, 

the proposed default flat rate structure can be considered to be a neutral option, 

meaning that it does not necessarily encourage or discourage increased electrification 

or energy conservation as would like a declining block or inclining block structure.156 

 

Furthermore, FBC has expressed the views that:  i) most of conservation to be gained 

from the RCR has already been achieved, ii) maintaining the RCR is unlikely to lead to 

a material increase in conservation157, iii) moving to a flat rate will not result in little or no 

loss of the conservation that has been achieved158, and iv) moving to a flat rate is 

unlikely to have a material effect on future conservation results159. 

 

In terms of price signals to encourage efficient use, FBC has agreed that “in order to 

provide appropriate price signals for economically efficient consumption, the cost of 

power supply needs to be reflected in the rates”160.  FBC also noted that one of the 

objectives of the original RIB Application was to introduce price signals for residential 

customers that reflect the marginal cost of electricity being higher than the embedded 

cost of electricity161.  However, FBC also stated that the objective then was not to set 

any rate component at the cost of new energy.  FBC also noted that both the energy 

rates of the current RCR are above that cost (i.e., the marginal cost of energy). 
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BCOAPO agrees with FBC’s characterization of the flat rate as being “neutral” with 

respect to the government policy directions regarding conservation and electrification162.  

Furthermore, BCOAPO sees merit in “rate neutrality” regarding what are frequently 

considered to be “competing” objectives. 

 

However, BCOAPO disagrees with FBC’s contentions regarding the past and future 

impacts of RCR and flat rates on past and future conservation results.  FBC’s 

contention that most of the conservation to be gained from the RCR has already been 

achieved is based largely on anecdotal evidence163.  There has been no formal study on 

this issue.  FBC has identified three different ways that customers can reduce their 

usage in response to the RCR:  (1) energy efficiency improvements; (2) behavioral 

change, and (3) where alternatives exist, shifting away from electricity to alternative 

energy sources164.  However, FBC is unable to provide any quantitative assessment of 

the degree to which each response has contributed to the reduction in energy use that 

has been attributed to the implementation of the RCR165.   

 

BCOAPO does agree with FBC’s contention that much of the “low hanging fruit” (in 

terms of conservation) has been picked over the last five years, as the easiest 

opportunities are likely the ones customers will pursue first166.  BCOAPO also agrees 

that some of the savings is a result of changes in appliances/fixtures that will not be 

removed as FBC phases in to a flat rate167.  However, in BCOAPO’s view, the 

implications are that, because changes in appliances most often occurs at the end of life 

and some appliances (e.g. heating systems, refrigerators, water heaters, etc.) have 

lives considerably longer than 5 years, there is still additional conservation that could be 

achieved.  Also, FBC used the fact that there has been a decrease in residential 

potential conservation from 299 GWh in 2013 to 222 GWh in 2016 to support its 
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contention that most of the RCR conservation has been achieved168.  However, 

BCOAPO views this evidence as suggesting there is still a significant amount of 

conservation available. 

 

Also, to the extent the RCR “low hanging fruit” picked to date is due to behavioural 

changes, BCOAPO submits that these savings can be readily reversed by further 

changes in behaviour thereby casting doubt on the contention that the savings achieved 

to date will persist even under a flat rate. 

 

Finally, in interrogatories FBC was asked about the impact of moving to flat rate on 

future conservation results169.  In its response, FBC indicated that it did not foresee any 

increase in usage “because the RCR is being phased out, because customers are less 

likely to respond to a price decrease (for block 2), because any increased usage from 

customers in block 2 will be offset by decreased usage from customers with block 1 

use, and because the majority of savings associated with the RCR are related to 

persistent DSM measures that have already been installed.  However, FBC 

acknowledges that it has not formally analyzed the impacts170.  Furthermore, BCOAPO 

notes that the contention that “any increased usage from customers in block 2 will be 

offset by decreased usage from customers with block 1 use” runs entirely counter to the 

experience under the introduction of the RCR where the decrease in usage from 

customers in block 2 more than offset the increase in usage from customers with block 

1 as demonstrated by FBC’s 2014 RCR Information Report171. 

 

If the design of the Residential rates is likely to have an effect on future conservation 

results, BCOAPO’s view is that the most practical way to resolve the competing 

government policy objectives of conservation and electrification is by ensuring that rates 

reflect the marginal costs that will be incurred in meeting new load/the marginal costs 
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savings that will be achieved if load is “conserved”. Furthermore, BCOAPO submits that 

this principle is reflected in Bonbright Principle #3 when efficient/inefficient use is 

interpreted in terms of economic efficiency.  Thus BCOAPO agrees with FBC that: 

 “In order to provide appropriate price signals for economically efficient 

consumption, the cost of power supply needs to be reflected in the rates” 172; 

and 

 “In theory, the reference to LRMC in setting a higher second block rate, as in 

the RCR, is to provide a price signal for conservation that is linked to the long 

run costs that will be avoided if the conservation is undertaken”173.  

 

The challenge, however, is that this objective must be balanced with other Bonbright 

principles such as recovery of the revenue requirement and a fair allocation of cost 

(from a COSA perspective) between customer class and between customers within the 

same class.  In situations where marginal costs exceed embedded costs, utilities and 

regulators attempt to achieve this balance through the use of inclining rates such as 

FBC’s current RCR.  Given, as discussed earlier, the fact that there is no cost basis at 

this time (from a COSA perspective) for FBC to have inclining rates, any case for 

continuing the RCR would have to rely on Bonbright Principle #3 and a demonstration 

that FBC’s marginal costs exceed its embedded costs.  BCOAPO notes that this 

position is consistent with the BCUC’s determination in the Decision accompanying 

Order G-3-12 that “the long-run marginal cost of new supply continues to be the 

appropriate referent for the Block-2 energy rate”174. 

 

At the same time, FBC has taken the position that its marginal cost of supply of 

$96/MWh is less than both the Tier 1 and Tier 2 rates in the current RCR in which case 

no such justification exists175.  However, for a proper comparison a number of 

adjustments are required to the $96 value.  First, FBC has indicated in the recent 
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proceeding dealing with its Self-Generation Policy Stage II Application, that “an 

appropriate LRMC for setting rates, including the SBBD Reduction, must reflect the 

avoided costs to the utility176. Therefore, the LRMC must reflect the cost of DSM 

measures based on the Utility Cost (UC) for DSM rather than the Total Resource Cost 

(TRC) as the UC only considers costs the utility incurs to achieve the DSM results”.  In 

the same reference FBC goes on to indicate that the UC value equivalent to $96 is 

$87/MWh.  The LRMC value is expressed in 2015$ and must be adjusted to 2017$.  

The appropriate adjustment factor is 1.0394177.  The LRMC value must be adjusted for 

losses (8.3%)178. 

 

The net result of these adjustments is an LRMC value of $95.15/MWh179 which can be 

compared the equivalent 2017 RCR rates that would exist assuming FBC’s proposed 

increased customer charge implemented:180   

 

The adjusted LRMC value continues to support FBC’s position. 

 

Even with these adjustments there are still two fundamental problems with FBC’s LRMC 

value.  The first is that the long run marginal cost of supply used is taken from its 
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recommended supply portfolio as proposed in its 2016 LTERP Application181.  However, 

in its Decision the BCUC made the following findings: 

 

 “The Panel finds that FBC’s objective of achieving electricity self-sufficiency is 

not in the public interest, and therefore does not accept it as a valid planning 

objective against which portfolio options should be evaluated”182 . 

 “The Panel finds the LTERP for the years up to 2024 is in the public interest and 

accepts it. Given the concerns identified, the Panel finds the recommended 

portfolio plan for years beyond 2024 not to be in the public interest, and rejects 

that portion of the plan”183. 

 

Also, the Decision, while noting the LRMC is an input into other FortisBC proceedings, 

made no specific determination regarding the value of FortisBC’s LRMC for such 

purposes184. 

 

In its Reply Submissions in the proceeding dealing with its Self-Generation Policy Stage 

II Application, FBC suggested that the $87/MWh LRMC value is still appropriate for 

purposes (and only for the purposes) of that Application185.  BCOAPO submits that, in 

light of the BCUC’s rejection of FBC’s preferred supply portfolio, the $96/MWh (or the 

$87.MWh UC equivalent) is no longer appropriate as a referent for the RCR’s Block 2 

energy rate.  In BCOAPO’s view there are two options.  The first is to base the avoided 

cost on the years up to 2024 as these are the years for which there is a “plan” that has 

been accepted by the BCUC and the second is, in view of the BCUC’s rejection of self-

sufficiency as a valid planning objective, base the avoided cost calculation on Portfolio 

A1 from the 2016 LTERP. 

 

In either case, the value will be less than $87/MWh. 
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The other fundamental problem is that in its initial RIB Decision, the BCUC declined to 

cap the RCR’ Block 2 energy rate at the LRMC for supply noting that the proposed rate 

was just marginally less than an LRMC value that was adjusted for losses but excluded 

delivery costs.  The BCUC stated that it was satisfied that, although there was 

uncertainty as to the marginal cost of delivery, “Block 2 rate is below the actual 

delivered LRMC”186. 

 

A somewhat similar situation exists in the current proceeding.  Evidence prepared on 

behalf of BCSEA-SCBC states:   “The appropriate referent for FBC’s Tier 2 energy price 

is $131.31/MWh”187 which includes both losses and an allowance for DCE”.  However, 

in its Final Submissions, FBC has raised a number of concerns regarding the 

determination of this value188.  In addition, BCOAPO notes that the value provided by 

BCSEA-SCBC’s expert is based on an avoided supply cost of $94/MWh as opposed to 

the $87/MWh now suggested by FBC or an even lower value as a result of the Decision 

regarding FBC’s 2016 LTERP189. 

 

However, the situation is also different in that at the time of Order G-3-12190 there was 

only a minor difference between FBC’s proposed Tier 2 rate ($124.08/MWh) and FBC’s 

marginal cost of supply including losses ($125.80/MWh).  In contrast, the LRMC for new 

supply is less than 64% of FBC’s Block 2 rate191 and the LRMC for new supply is less 

than 81% of FBC’s proposed flat rate of $117.49/MWh.  As a result, it is not readily 

obvious that the Block 2 rate or even FBC’s proposed flat rate is below the actual 

delivered LRMC. 
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Given these observations, BCOAPO submits that there is insufficient evidence to 

conclude that FBC’s long run marginal cost (even when the cost of delivery is included) 

exceeds FBC’s current embedded cost such that Bonbright Principle #3 would support 

consideration of an inclining block rate for the Residential class.  With this conclusion, 

BCOAPO submits that FBC’s proposal to return to a flat rate is consistent with the 

Bonbright Principles and current Government policy. 

 

Implementation Impacts 

 

BCOAPO submits that FBC’s plan for a five year phase should be accepted by the 

BCUC. 

 

In its Decision regarding FBC’s 2009 RDA/COSA the BCUC determined that “Rate 

increases due to rebalancing alone are capped at five percent annually, with a 10 

percent cap on increases resulting from rebalancing and revenue requirement increases 

combined, exclusive of increases to BC Hydro rates flowed through to FortisBC 

customers”192.   

 

In its Decision regarding FBC’s Residential Inclining Block Rate Application the BCUC 

agreed193 with FBC’s proposed 95% bill impact criteria whereby 95% of the customers 

would see a RIB-related bill increase of 10% or less194. 

 

If FBC’s Residential Rate proposal was implemented in a single year then:  i) over 70% 

of customers would experience some degree of (unfavourable) bill impact195 and ii) 55% 
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of the customers would see bill increases of more than 10% (due solely to the rate 

design change) while almost 40% would experience bill impacts greater than 15% if fully 

implemented in over a single year196.   

 

Furthermore, customers using 5,000 kWh or less annually would see an average bill 

increase of 16%.  The average bill impacts for various ranges of annual use are set out 

below197.  It should be noted that while customers in the 0-5,000 kWh average annual 

use bracket experience the highest percentage bill impact, it is the 37% of total 

customers that fall in the 5,000 – 10,000 annual usage bracket that experience the 

highest dollar impact. 
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These impacts well exceed the previous bill impact criteria utilized by the BCUC.  

BCOAPO is of view that some form of bill impact mitigation will be required if FBC’s 

proposed changes to its Residential rate design are to be approved and implemented. 

 

FBC has proposed a five-year transition period for implementing the new Residential 

rate structure198.  The following table sets out the annual changes (assuming no other 

rate adjustments due to rebalancing or general rate increase) and the average bill 

impacts for different usage groupings199. 
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FBC has acknowledged that it has not developed a framework for assessing multi-year 

rate shock200.  However, FBC did consider shorter phase-in periods (i.e., 2 or three 

years)201.  With a two-year phase-in the average annual increase for customers in the 0-

5,000 usage range increased to almost 8%/annum while for the three-year phase-in the 

average was over 5%/annum202. 

 

BCOAPO agrees with FBC’s observation that the 10% bill impact criterion was with a 

view to a one-time increase that would not likely be followed by further increases.  In the 

context of multi-year rates increases BCOAPO submits that the 10% is not appropriate 

and that any mitigation should be targeting rate increase of a lesser magnitude.  In this 

context, BCOAPO also agrees with FBC that consecutive rate increases in the order of 

8% over two years would be excessive in terms of rate shock203, particularly when they 

do not include the compounding effect of the general annual rate increases.  BCOAPO 

notes that the consideration of the impact of the general rate increase is of specific 
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concern in this proceeding as FBC has flagged the potential for larger general rate 

increases in 2020 when certain large capital projects begin to enter rate base204. 

 

In view of these considerations, FBC’s plan for a five year phase should be accepted. 

 

NON-RESIDENTIAL RATE DESIGN 

 

Overview 

 

FBC has a number of non-residential rates classes that serve both retail and wholesale 

customers.  The individual rate classes and the associated default rate schedules are: 

 Small Commercial (RS 20) 

 Commercial (RS 21) 

 Large Commercial-Primary (RS 30) 

 Large Commercial-Transmission (RS 31) 

 Irrigation (RS 60) 

 Wholesale Service-Primary (RS 40) 

 Wholesale Service-Transmission (RS 41) 

 

There are four proposed changes in rate design for these classes which are directed at: 

1) Increasing the customer charges (where required) so that they recover roughly 

55% of the customer-related costs identified in the COSA. 

2) Increasing the demand charges (where they exist and as required) so that they 

recover roughly 65% of the demand-related costs identified in the COSA 

3) Re-aligning the transformation discounts currently provided with the COSA 

results and introducing a transformation discount for Wholesale=Service-Primary. 

4) Eliminating the current declining block energy rate for Commercial (RS 21) 

service. 
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55 

While FBC indicates that it has not prioritized the Bonbright Principle for purposes of its 

rate design proposals, in BCOAPO’s opinion, the changes with respect to customer 

charges and demand charges are directed at “increased reflection of cost causation in 

rate” (i.e., Bonbright Principle #2).  However, FBC claims that the changes are 

consistent with Bonbright’s other principles205.   

 

BCOAPO’s position regarding FBC’s proposals for each rate class is outlined below. 

 

Small Commercial (RS 20) 

 

The current and proposed tariffs are set out below along with the extent to which the 

customer charge for each recovers customer-related costs from the COSA206. 

 

FBC is proposing to introduce the new rate over a single year (i.e., no phase-in) 

 

BCOAPO agrees that the proposals more closely align the RS 20 rates with FBC’s 

COSA results and in this regard are consistent with Bonbright Principle #2. 

 

BCOAPO also agrees with FBC that, with respect to Principle #3, “the objective should 

not be to reduce consumption at all costs, but to provide the correct price signal to 

                                                
205

 Exhibit B-8, BCUC 1.49.4 & 1.50.3; Exhibit B-21, BCUC 2.113.4 and Exhibit B-23, BCOAPO 
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206

 Exhibit B-1, page 76 



 

56 

customers based on the underlying cost of service”207.  However, in the context of 

Principle #3 it is important to note that the promotion of efficient use (from an economic 

perspective) focuses on the marginal cost of service as indicated by FBC’s LRMC and 

not its COSA208. 

 

It is noted that the proposed energy rate ($100/MWh) is greater than FBC’s comparable 

LRMC for power supply of $95.15/MWh209.  While the lower value of $100/MWh is likely 

to be below FBC’s delivered LRMC (i.e., includes of DCE), the proposed reduction in 

the energy rate is minor (less than 2%).  As a result, BCOAPO agrees with FBC’s 

assertion that the proposed change “does not create an issue in light of any competing 

principle that would suggest that the change should not be made” in regards to 

Bonbright Principle #3.   

 

With respect to customer bill impacts (which are a key consideration when dealing with 

Bonbright Principles #4 and #6), FBC’s Application provides the bill impacts for all RS 

20 customers with 100 kWh or more usage per month210.  

                                                
207

 Exhibit B-21, 2.122.1 
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Overall, 8.7 percent of these RS 20 customers would experience a bill impact greater 

than 10 percent211. 

 

It is noted that if customers with usage of less than 100 kWh per month are included, 

the total number of customers in the 0-10,000 kWh annual use group increases to 6,205 

and the average bill impact for the this group increases to 9.1%212.  However, FBC has 

indicated that it considers accounts with less than 100 kWh use per month to be 

dormant213. 

 

BCOAPO notes that with 8.7% of customers having bill impacts that exceed 10%, the 

bill impact distribution for the RS 20 class exceeds the bill impact criterion proposed by 

FBC and adopted by the BCUC for purposes of Residential Inclining Block Rate 

Application (i.e., that 95% of the customers should see a RIB-related bill increase of 
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58 

10% or less214).  However, if one excludes customers with usage of less than 100 kWh, 

the maximum bill impact is 11.5%215. 

 

In BCOAPO’s view the need for rate mitigation through a phasing-in of the proposed 

changes to RS 20 is marginal and BCOAPO defers to the views of the CEC and its 

submissions on this matter. 

 

Commercial (RS 21) 

 

The current and proposed tariffs are set out below along with the extent to which the 

proposed tariff structure’s customer and demand charges respectively recover the 

customer-related and demand-related cost from the COSA216.  As well as increasing the 

customer charge and demand rate, FBC also proposes to “flatten” the energy rate. 

 

 

FBC is also proposing to revise the transformation discount those customers taking 

service at primary voltages from $0.53/kW to $0.32/kW217. 
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As was the case for RS 20, FBC proposes to implement the changes over one year 

(i.e., no phase-in). 

 

FBC’s proposals with respect to the customer and demand charges for RS 21 also more 

closely align the rates with FBC’s COSA result and in this regard are consistent with 

Bonbright Principle #2. 

 

For the RS 21 customer class, as well as increasing the customer charge and demand 

charge to the target levels of cost recovery (55% and 65% respectively), FBC is 

proposing to eliminate the declining block structure for the energy rate and implement a 

single flat energy rate.  As a result of the increases to the customer and demand 

charges, revised energy rate is less than either of the previous two energy rates.  The 

rate ($68.75/MWh) is also well below FBC’s comparable LRMC for energy (only) power 

supply of roughly $85.00/MWh218.   

 

In it interrogatory responses FBC attempts to reconcile its proposals regarding the RS 

21 energy rate(s) with Bonbright Principle #3 by suggesting that the reference to 

“efficient use” means encouraging customers to operate at higher load factor and 

thereby make more efficient use of the system.  While BCOAPO agrees that improving 

customers’ load factors will improve the use of FBC’s system, BCOAPO submits that 

this is not the focus of Bonbright Principle #3.  Rather, as discussed in Section 4.3.1 

above, the focus of Principle #3 is economic efficiency and that the benchmark is a 

utility’s marginal costs.   

 

                                                
218

 Note:  Since RS 21 has a separate demand charge which includes demand-related power 
supply the relevant LRMC is one based on energy only.  In the Self-Generation Policy Stage II 
Application proceeding (Exhibit B-11, CEC 1.16.1) FBC indicated that the appropriate LRMC 
(based on UC) for energy only is $75/MWh.  After applying the adjustments outlined in section 4.2 
above for inflation and losses the result is comparable $2017 delivered LRMC of roughly 
$85/MWh. 
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As a result, it is BCOAPO’s submission that FBC’s proposals with respect to RS 21 to 

create a conflict between Bonbright’s Principles #2 and #3. 

 

Another aspect of FBC’s proposals with the respect to RS 21 is the elimination of the 

declining block energy rate structure in favour of a flat energy rate.  FBC explains that 

the declining block runs counter to the “conservation objective”219.  BCOAPO agrees, in 

that the declining block structure signals that electricity is cheaper when one uses more, 

it encourages customers to do so.   In this regard, the declining block rate structure is 

inconsistent with the Government’s conservation policy. 

 

Eliminating the declining block rate structure does not necessarily align with the 

efficiency objective (i.e., Bonbright Principle #3) as suggested by FBC220.  Indeed, a 

declining block rate structure is consistent with this principle when marginal costs are 

less than embedded costs.  However, in this Application and with respect to RS 21, 

continued use of a declining block rate structure would lead to a Block 2 rate that is less 

than the $68.75/MWh proposed flat rate.  This would further increase the discrepancy 

between the rate applicable to marginal use by RS 21 customers and LRMC.  As a 

result, in this Application, elimination of the declining block rate structure is consistent 

with Principle #3. 

 

Finally, for those RS 21 customers taking service at primary (as opposed to secondary) 

voltages, FBC proposes to revise its transformation discount from $0.53/kW to 

$0.32/kW.  The revised value is supported by FBC’s 2017 COSA and will be 

implemented so as to maintain revenue neutrality for the RS 21 class.221 

 

Overall, BCOAPO supports FBC’s proposed RS 21 rates and submit that they are 

consistent with the Bonbright Principles and Government policy. 
                                                
219
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220
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With respect to customer bill impacts, FBC’s Application provides the bill impacts for all 

RS 21 customers by consumption strata.   

 

The Application also notes that 4.8% of the customers will have bill increases greater 

than 10%222 and that, for these customers, the average bill impact is over 15%223. 

 

Given the bill impacts FBC did not view a phase-in approach as being required224. 
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BCOAPO notes that with 4.8% of customers having bill impacts that exceed 10%, the 

bill impact distribution for the RS 21 class satisfies the bill impact criterion proposed by 

FBC and adopted by the BCUC for purposes of Residential Inclining Block Rate 

Application (i.e., that 95% of the customers should see a RIB-related bill increase of 

10% or less225).  However, for these customers the average impact (15.83%) is 

materially above the 10% threshold which suggests that some of these customers could 

see significantly higher bill impacts. 

 

FBC has noted that the customers with bill impacts in excess of 10% have an average 

load factor of less than 6 percent which indicates that their use of the system is very 

inefficient and may justify an increase above what would normally be acceptable226.  In 

BCOAPO’s view, whether these customers are making efficient use of the system 

cannot be judged sole based on load factor but would also have to consider when 

theses customers’ peak demand are occurring and what their overall contribution is to 

FBC’s system peak and the RS 21 class’ non-coincident peak. 

 

In BCOAPO’s view some form of phase-in may warrant consideration for those 

customers with material impacts (e.g. in excess of 15%).  FBC questions how this would 

work in practice227.  One possible approach would be to set a maximum allowable 

increase (e.g. 15%) and then simply cap each customer’s monthly bill at 115% of what it 

would have been under the previous rate structure. 

 

Large Commercial Service – Primary (RS 30) 

                                                                                                                                            
224
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The current and proposed RS 30 tariffs are set out below as is the extent to which the 

proposed tariff structure’s customer and demand charges respectively recover the 

customer-related and demand-related cost from the COSA228. 

 

As is evident from the table, FBC is not proposing any changes to the structure of the 

RS 30 rates.  However, FBC is proposing to change the transformation discount for 

those customers taking service at transmission as opposed to primary voltages from 

$2.676/kVA to $5.26/kVA229. 

 

BCOAPO notes that at $945.04, the customer charge for RS 30 recovers 64% of the 

customer-related costs as determined by the COSA which exceeds FBC’s 55% target 

recovery in those instances where an increase in the customer charge has been 

proposed.  Furthermore, BCOAPO notes that the RS 30 energy charge is well below the 

(energy only) LRMC values discussed earlier of $85/MWh.  In BCOAPO’s view the 

BCUC should give consideration to directing a reduction in the RS 30 customer charge 

so as to permit a modest increase in the energy rate for this class.  BCOAPO submits 

that such a move would be aligned with both the Government’s conservation policy and 

Bonbright Principle #3.  While this approach may be inconsistent with the objective of 

increasing fixed cost recovery230 through fixed charges it does promote a level of fixed 

cost recovery for fixed (customer) cost that is equivalent to that applied other customer 

classes – hence represents a more equitable treatment of all the customer class. 
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Large Commercial Service – Transmission (RS 31) 

 

The current RS 31 rate and its recovery of customer-related and demand-related costs 

identified by the COSA through customer charges and demand charges respectively is 

set out below231. 

 

FBC’s Application proposes to increase the customer charge slightly to $3.195.00 such 

that it recovers 55% of the customer-related costs from the COSA and to also increase 

the Power Supply Demand rate such that it recovers 65% of the demand-related costs 

from the COSA.  In order to maintain revenue neutrality, the energy rate is reduced to 

$0.05367/kWh232. 

 

BCOAPO notes that the RS 31 energy charge is also well below the (energy only) 

LRMC values discussed earlier of $85/MWh233.  As a result, FBC’s move to more 

closely align the customer and demand charges with the results of the COSA creates a 

conflict between Bonbright Principles #2 (fair cost recovery) and #3 (efficiency).  

However, the reduction in the energy rate is minor (less than 3%) such that the proposal 

is reasonable overall. 

 

Irrigation (RS 60) 
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FBC explained that: 

Irrigation customers can take service under RS 60 between April 1 and October 

31 of each year (the irrigation season). During the non-irrigation season these 

customers are charged at the applicable Commercial rate (RS 20 or RS 21 or 

the TOU variant) depending on eligibility, but remain as part of the Irrigation 

class for the purpose of cost allocation within the COSA234. 

 

FBC’s current RS 60 rate consists of a customer charge and an energy charge, where 

the customer charge currently recovers 50% of the customer-related costs identified in 

the COSA. 

 

FBC is proposing to increase the customer charge such that it collects 55% of the 

customer-related costs per the COSA235. 

 

FBC has indicated that no RS 60 customers would experience a bill increase or 

decrease of equal to or greater than 10 percent236.  
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Again, both the existing and the proposed energy rates are less than the relevant LRMC 

of power supply - $0.09515 per kWh237 - indicating that the FBC proposal to more 

closely align the customer charges with the results of the COSA creates a conflict 

between Bonbright Principles #2 (fair cost recovery) and #3 (efficiency).  However, the 

reduction in the energy charge is less than 1% such that BCOAPO considers the overall 

proposal to be reasonable. 

 

In its Application, FBC notes a request from the Keremeos Irrigation District that FBC 

incorporate an option “to allow Irrigation Customers to utilize "time of use" power rate 

structure during the non-irrigation season”.  In response, FBC noted in its Application 

that: 

FBC has examined the impact of this change and finds that these customers 

have the ability to shift their loads in the non-irrigation season, and that the 

change would have a minor impact on other customers, but is not proposing the 

change at this time. 

 

FBC then goes on to state that “further investigation into technical and customer 

information systems issues is required before recommending this change, and these 

issues may require significant time and expense to overcome” 238. 

 

In BCOAPO’s view the question of whether such an option should be provided to RS 60 

customers goes beyond just technical and customer information systems issues.  

Issues that need to be addressed also include the impact on other customers.  FBC has 

indicated that the impact is minor239 but this is yet to be demonstrated.  Furthermore, in 

BCOAPO’s view, in regard to other customer impacts, the real question is whether there 

are expected to be net savings in power supply costs as a result of offering the such an 

option and whether the savings to non-Irrigation classes would be sufficient to offset the 
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shift in the costs allocated to non-Irrigation classes is, particularly when the choice is at 

the customer’s discretion. 

 

Consideration of the broader issue of whether or not letting customers, in any rate class, 

choose to be on TOU rates for only a portion of year is appropriate. 

 

Wholesale Rates (RS 40 and RS 41) 

 

FBC has two default wholesale rate schedules:  one for service at primary voltages (RS 

40) and one for service at transmission voltages (RS 41).  The current rates for each 

and extent to which the customer charges demand rates recover the customer-related 

and demand-related cost identified in the COSA are set out below along with the 

proposed rates240. 

 

As well as the increase in the customer charge (and the offsetting reduction in energy 

charges), FBC is also proposing to introduce a transformation discount for RS 40 

customers that provide their own transformation241.  
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 Exhibit B-1-4, page 86 
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Similar to FBC’s proposals regarding several of its other rate schedules, the existing 

and the (lower) proposed energy rates for RS 40 are both less than the relevant LRMC 

of power supply.  As a result, the FBC proposal to more closely align the customer 

charges with the results of the COSA creates a conflict between Bonbright Principles #2 

(fair cost recovery) and #3 (efficiency).  However, again, the reduction in the energy 

charge is less than 1% such that BCOAPO considers the overall proposal to be 

reasonable. 

 

TRANSMISSION SERVICES 

 

FBC’s Application is proposing revisions242 to the transmission services offered to 

eligible customers243 in three areas: 

 

o Updates to the pricing of the Point-to-Point (PTP) transmission rates (RS 101 

and RS 102) in accordance with the COSA unit costs; 

o Updates to the Ancillary Services rate schedules RS 103 – RS 109; and  

o Revisions to the anti-pancaking provisions contained in RS 101 and RS 102; 

for purposes of facilitating the sale or resale of power. 

 

In the initial Application, FBC had also included a request to close RS 102244.  However, 

in its Final Submissions245 FBC withdrew this request as it is now anticipated that a 

customer will shortly begin to take service on RS 102.  

 

Revisions to Transmission Service Rates (RS 101 and RS 102) 

 

The rates for these services were initially set to recover costs from customers that had 

access to power supply from alternative providers, as was the intent of the associated 

application at the time. The rates were based on the fully allocated cost of service for 
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each class with power supply costs excluded.  For all customers the rates would include 

the costs associated with transmission facilities as well as meters and services, and 

customer service. For customers served at primary or secondary voltage, the rates 

would also include the costs associated with distribution facilities246.  As a result, the 

current rates have a customer charge and pricing varies by customer type (i.e., 

Commercial vs. Wholesale) as well as by connection voltage (Transmission vs. 

Primary)247. 

 

FBC is proposing to revise its RS 101 and 102 rates so as to248: 

 

o Eliminate the customer charge as it is not a feature of typical Open Access 

Transmission Tariff rates, 

o Set the pricing only according to connection voltage (i.e., Transmission vs. 

Distribution) without regard to the customer classification, and  

o Derive the rates from the 2017 COSA. 

 

In Appendix A249 of the Application and the interrogatory responses250 FBC set out how 

the rates were derived from the 2017 COSA. 

 

BCOAPO has no issues with FBC’s proposed rates for RS 101 and RS102. 

 

Revisions to Ancillary Service Rates (RS 103 through RS 109) 

 

FBC is proposing various changes to its Ancillary Services Rates in order to: 

 

o Align with the 2017 COSA – this includes the revised rates for RS 103, RS 

105, RS 107 and RS 108251. 
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o Align with BC Hydro’s rates – where:  i)  there is no cost-basis available from 

the COSA or elsewhere to determine a rate as is the case with RS 104252 or 

ii) BC Hydro’s rates are reflective of the cost FBC will incur as is the case with 

RS 106253. 

 

BCOAPO has no issues with FBC’s proposed rates for Ancillary Services. 

 

Revised Wording for RS 101 and RS 102 

 

The current RS 101 tariff includes the following provision: 

 

The posted prices will be above a minimum price and below a maximum 

price as set out below; except that the Monthly, Weekly, Daily or Hourly 

Rate, as applicable, will be zero ($0.00) where the POD is a point of 

interconnection between the Transmission System and the transmission 

system of the B.C. Hydro and Power Authority. 

 

RS 102 also contains a similar provision. 

 

In its Application, FBC explained that changes to the language in RS 101 and RS 102 

are required because, as written, the applicability of the tariffs can be interpreted such 

that “Eligible Customers” within FBC’s service area that have generation capability are 

able to deliver power to BC Hydro (where BC Hydro is purchasing the power to serve its 

network load) without FBC receiving any wheeling revenue for the use of is system254.  

In the Application255 FBC notes that the provision arose as a result of Commission 

Order G-12-99 and was intended to eliminate “rate pancaking” and thereby “relieve 

transmission service customers from the requirement to pay both B.C. Hydro’s and 

FBC’s transmission wheeling rates by charging only the transmission service rate of the 
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utility within whose service area the customer taking service is located”.  It is FBC’s 

assertion that the provisions regarding rate harmonization/rate pancaking were meant to 

apply to PTP services for a transmission customer who is wheeling from a specific 

generator to a specific load and not to purchases made by either FortisBC or BC Hydro 

from IPPs in the other utility’s service area256. 

 

BCOAPO submits that FBC as adequately demonstrated that its interpretation of the 

intent of G-12-99 is correct.  In this regard BCOAPO takes particular note of: 

 

o The specific wording of G-12-99257 where in describing the effect of the 

proposed harmonization reference is made to “the customer taking service “ 

within either the FBC or BC Hydro service area – which clearly excludes FBC 

or BC Hydro. 

o The fact that, shortly thereafter, the Purchase Power Agreement between BC 

Hydro and FBC was amended to expressly state that if FBC made use of BC 

Hydro’s system to serve FBC Native Load Customers then BC Hydro’s 

transmission tariff rate under its OATT Schedule 01 (then Schedule 3001)  

would apply258. 

o BC Hydro, the joint applicant in the application leading to G-12-99, agrees 

with FBC’s interpretation of G-12-99 and supports FBC’s proposed 

amendment259. 

o BC Hydro’s current practices are consistent with the wording changes 

proposed by FBC260. 

 

As a result, BCOAPO submits that the BCUC should accept the wording changes 

proposed by FBC for RS 101 and RS 102. 

 

OPTIONAL TOU RATES 
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Current and Proposed TOU Rates 

 

FBC currently offers time of use (TOU) rates for all of its retail rate classes (including 

Wholesale service).  However, the rate for Residential customers has been closed to 

new participants since 2012.  For customers served at secondary voltages, the current 

TOU rates have two pricing seasons and an on-peak/off-peak price differentiation.  For 

customers served at primary and transmission voltages (and irrigation customers) the 

current TOU rates have three pricing seasons and an on-peak/off-peak price 

differentiation261. 

 

FBC proposal updates both the time periods and their pricing differentials and calls for 

the revised TOU rate structure to be offered to all customer classes (including 

Residential) on an optional basis.  FBC is also proposing to track and review the results 

of the TOU program and, after a period of three years, provide a recommendation to the 

BCUC regarding the continuation of the rates262. 

 

The revised TOU periods which are the same for all classes are set out below, where 

Winter includes the months December to February, Summer includes the months of 

July and August, and the Shoulder includes the remaining months in the year263. 
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The rate differentials between three periods (on-peak, mid-peak and off-peak) are also 

the same for all customer classes.  However, the actual rates differ as, for each class; 

they designed so that the total forecast revenues collected are revenue neutral with the 

proposed non-TOU rates and the revenue requirement for each customer class264.  The 

revised TOU rates for each class are set out below265. 

 

Purpose of TOU Rates 

 

In the Application FBC states that “TOU rates are generally intended to incent 

customers to shift the time of consumption in a manner that allows a utility to reduce 

costs or generate incremental revenue such that a rate benefit will accrue to all 

customers”266. 

 

The goals/objectives of TOU rates are also described in various interrogatory responses 

as follows: 

o “The goal of the proposed TOU rates is to send price signals to reduce loads 

during on-peak hours to potentially lower the cost of power supply driven by 

peak loads”.267 
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o “Time of Use (TOU) rates are mainly used to provide efficient price signals to 

customers to reduce their consumption during system peak load periods and 

therefore decrease or defer the need for costly generation or transmission 

projects to address incremental capacity needs”.268 

o “The intent of the TOU rates is to incent customers to shift kWh usage and/or 

reduce kWh usage, thereby reducing power supply costs. On a total basis, 

costs for power supply would be lower if customers respond to the TOU rates 

as expected. This is consistent with the goal of the rates”.269 

o “The goal of the TOU rates is not to shift loads because prices differ by time 

period or season.  The goal is to reduce the overall peak demand of the utility, 

which drives the need for many of FBC’s facilities and power costs”.270 

o “A short-term benefit could occur where power cost savings would surpass 

the lost revenue associated with a reduction in on-peak load”.271 

o “If the TOU rates achieve the intended result, i.e., the commensurate costs 

savings required to retain the program beyond the initial 3-year period, other 

customers will not see rate increases and may see decreases”.272 

o “The fair apportionment of costs (cost causation – principle 2) and efficient 

use of the system by providing the appropriate price signals (principle 3) are 

the most relevant principles for optional TOU rates. Government energy 

policy is also an important consideration”.273 

o “The goal is to improve the load shape of the utility in order to reduce power 

supply costs, and subsequently reduce the bills for all FBC customers. Per 

unit rates may not necessarily be lower with TOU rates because overall sales 

might be lower, but average bills would be reduced”.274 

o “In addition to sending price signals to change consumption patterns, TOU 

rates are a way to better match the cost causation of customers within a rate 

class. Residential customers with greater loads in off-peak hours, relative to 
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the average, are less costly to serve.  Even if TOU rates do not achieve the 

desired shift in loads, they may be effective in terms of better reflecting cost 

causation”.275 

 

BCOAPO’s submits that it is important that the goal/objectives of implementing TOU 

rates on an optional basis be clearly established.  This will assist in determining the 

appropriate pricing structure for the TOU rates276.  Furthermore, in the case of FBC’s 

Application, clearly defined goals/objectives are important if the “success” of the TOU 

rates is to be assessed after a three year period. 

 

Reducing power supply costs through either shifting and/or reducing on-peak load is a 

commonly referenced goal throughout the various references quoted above.  However, 

after that different nuances emerge as to what the desired effect of the lower power 

supply costs is and whether it is.   

 

o Simply overall cost reduction, 

o Rate reduction (i.e., reduction in costs is greater than the reduction in 

revenues due to kWh shifting/reduction) 

o Customer bill reduction (i.e., the reduction in costs exceeds the reduction in 

usage) 

 

Given that the rates are to be optional, customers are free to choose whether or not to 

be billed using TOU rate structure and will presumably do so if they perceive it to be to 

their benefit.  As a result, BCOAPO submits that the objective in implementing the TOU 

rates should be to provide a “rate” benefit to all other customers.  Since the usage 

patterns for customers not opting for TOU rates will not change, such customers will 

only see a rate benefit if the overall rate level is lower as result of the TOU rate option 
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being available.  Customers opting for TOU rates will provide such a benefit if the 

reduction in costs achieved through their response to the TOU rates is greater than any 

revenue reduction that occurs through them opting for TOU rates and subsequently 

shifting/reducing their usage.  In BCOAPO’s view this (i.e. lower rates overall) should be 

the primary purpose underlying the design of TOU rates and the primary objective by 

which to measure their success. 

 

Time of Use Period Selection 

 

FBC states277 that “The goal in developing the TOU periods is to capture the periods 

that consistently have higher usage levels while at the same time setting periods that 

are easy to understand for customers and will not result in shifting the peak period for 

the utility”. 

 

For purposes of the Application278, FBC looked at the system load by hour for the past 

five years (2012-2016) and grouped periods with similar load levels into TOU periods by 

month.  Hours where the loads are 90% or more of the daily peak were generally 

considered to be “on-peak”.  Similarly, hours where the loads were between 85% and 

90% of the daily peak were considered to be “mid-peak”.  However, judgement was 

used applied to ensure the TOU periods would contain sequential time periods and 

were broad enough to prevent the shifting of system peaks by one or two hours279.  The 

seasonal differential reflects the months used to develop the peak allocations for the 

COSA (which were also based on load data)280. 

 

FBC acknowledges that the cost of serving customers at different times of the day is the 

focus of the TOU pricing. However since the specific incremental costs for each hour of 

the year were not available, hourly loads were used in setting the TOU periods rather 
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than hourly costs.  The rationale being “there is alignment between loads and costs, 

with peak demand driving the need for capacity resources”281. 

 

BCOAPO accepts that there is a relationship between loads and costs.  However, it is 

by no means perfect as the availability of the various resources used by FBC varies 

over the year282.  As a result, BCOAPO’s views regarding the TOU periods proposed by 

FBC is also subject to the cost analysis discussed below. 

 

BCOAPO’s only other comment is with respect to the use of July and August as the 

summer months.  FBC has confirmed that the last two of the five years of data 

assessed show a three month summer peak (i.e., June, July and August)283.  In 

BCOAPO’s view the decision as to whether or not to include June as a “Summer” month 

is largely a judgement call.  In any event, BCOAPO submits that if the BCUC approves 

implementation of revised TOU rates with a review after 3 years, then the question of 

the appropriate summer months needs to be addressed as part of that review. 

 

TOU Pricing 

 

General Approach 

 

FBC’s view is that the design of rates is best approached from a standpoint that 

considers costs that are known at the time rates are set, or with an expectation of 

known and measurable changes that have a greater certainty”284.  Adopting this 

perspective FBC developed its TOU rates using the 2017 power supply costs285 and 

looking at the potential to reduce costs both in the current year and in future years if 

customers reduce consumption overall or in different time periods with the focus being 

on the short term.  In applying this approach FBC recognized that some costs were 

fixed in the short term and focused on those costs that would/could change in response 
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to a change in load.  The focus of the analysis was on the resources that would be 

dispatched in each TOU period to meet peak load286.  The pricing differentials by period 

were then based on the differences in the identified cost of responding to load changes 

in the various period287. 

 

BCOAPO has no issues with the general approach used by FBC which focuses on the 

short-term and looks at the differences in how costs change by TOU period.  Taking this 

approach is consistent with the objective of ensuring the overall results provide a rate 

benefit to all customers. 

 

Determination of Proposed Pricing Differentials 

 

Peak capacity costs are assigned entirely to the Summer and Winter on-peak period 

periods.  These costs are based on $38.3 million in Waneta Expansion costs, $4.9 

million in capacity-related costs for the Kootenay River Plants and $12.9 million of 

demand charges under BCH Rate 3808 for a total of $56 M.  In order to establish the 

pricing differential this value was divided by the 590 GWh of total on-peak energy288. 

 

An energy cost differential is determined between the on-peak/mid-peak periods and 

the off-peak period based on the cost of market purchases and the energy-related costs 

associated with purchases from BC Hydro289.  

 

On-Peak Capacity Differential  

 

In determining the resources to be included as peak capacity resources FBC has 

excluded purchases under the Brilliant PPA as they are fixed cost resources and are 

therefore fully utilized by FBC290.  Using this same logic it is not clear to BCOAPO why 
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the deemed capacity costs associated with the Kootenay River Plants are included as 

these costs291 (e.g.., depreciation, return and taxes) are also fixed as well.  

Furthermore, FBC has acknowledged that it meets marginal load requirements with 

either BC Hydro RS 3808 capacity, Waneta Expansion capacity or market purchases, 

depending on system and market conditions, and the time of year292.   

 

As a result, based on FBC’s stated approach, which is to focus on costs that 

could/would change in the short term as a result of a change in load, BCOAPO submits 

that only RS 3808 capacity costs and the Waneta Expansion293 should be included as 

peak capacity resources for purposes of determining the price differentials and FBC’s 

own generation should be treated as baseload – similar to the Brilliant PPA.   

 

Furthermore, in determining the price differential attributable to peak capacity costs it is 

not clear why FBC has divided the costs identified by the total energy in the on-peak 

period.  As some of the peak demand is met by what FBC deems to be baseload 

resources (e.g. Brilliant), dividing by the total energy in the on-peak period does not 

provide an indication of what the unit cost is for the resources that would be impacted 

by a change in load.   

 

Overall, BCOAPO submits that FBC’s determination of the on-peak capacity cost 

differential is flawed and inconsistent with both the stated objectives of TOU pricing and 

the general approach that FBC has adopted for establishing the pricing differentials. 

 

Energy Cost Differentials 

 

The energy cost differential between the on-peak/mid-peak periods and the off-peak 

period is based on the energy charges for power purchases from BC Hydro and the 

market.  These costs (which total $42 M) are divided by the total energy in the on-peak 
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and mid-peak periods to determine the differential294.  Utilization of just these two 

resources reflects the fact that “any consumption variances would relate to energy and 

could be met with increases or decreases in the purchases from RS 3808 and the 

market”295. 

 

FBC attempts to justify the assignment BC Hydro and market purchases as incremental 

costs attributable to the on-peak and mid-peak periods by the fact that the energy 

provided by FBC’s own plants and Brilliant more than exceeds the energy required in 

the off-period296.  The suggestion being that purchases from BC Hydro and the market 

are only used to meet load requirements in the on-peak and mid-peak periods.   

 

However, this characterization of how FBC’s system is operated to meet hourly 

demands is inconsistent with the evidence that purchases from BC Hydro and the 

market are at the margin in all TOU periods297.  Furthermore, FBC has confirmed that: 

 

i. BC-owned resources and purchases from the Brilliant Power Purchase 

Agreement are fully dispatched such that FBC would need to meet additional 

off-peak use from either the PPA with BC Hydro or through market 

purchases298.   

ii. Shifting energy from the mid-peak to off-peak hours would not change the 

composition of FBC’s energy resources299. 

 

Based on this evidence, BCOAPO submits that there is no difference in the 

“incremental” cost of energy as between the on-peak/mid-peak and off-peak period and, 

as a result, there is no basis for the energy cost differential FBC has included in its TOU 

pricing.   
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Furthermore, BCOAPO submits that based on this same evidence there is no 

demonstrated cost basis for distinguishing between the mid-peak and off-peak periods.  

As result, if the BCUC accepts that revised TOU rates should be implemented such 

rates should only include an on-peak and off-peak period, where the latter includes the 

mid-peak hours. 

 

In addition, should the BCUC reject BCOAPO’s submissions and determine that an 

energy cost differential between the on-peak/mid-peak and off-peak periods is 

appropriate then BCOAPO submits that there are issues with the manner in which FBC 

has determined the price differential.  While the differential is to be based on the cost of 

energy provided by purchases from BC Hydro and the market the determination of the 

unit cost differential is derived by dividing these costs by the total energy in the on-peak 

and mid-peak periods which exceeds the total energy provided by these two 

resources300.  BCOAPO notes that is attempted to explore this issue with FBC during 

the second round of interrogatories301.  However, the response did not address the 

inconsistency in the energy values used in the calculation. 

 

This inconsistency in the calculation means that the results do not provide a true 

indication of what the unit cost is for the resources that would be impacted by a change 

in load.  As a result, BCOAPO submits that FBC’s determination of its energy price 

differential is also flawed and inconsistent with both the stated objectives of TOU pricing 

and the general approach that FBC has adopted for establishing the pricing differentials. 

 

Determination of TOU Rates 

 

For each customer class the proposed off-peak energy rate is set so that when the total 

forecast revenues to be collected under the TOU rates are revenue neutral with the 

proposed non-TOU rates for the class302.  However, in determining the rates allowances 

were also been made for the expected impact TOU rates will have on the customer 
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class usage in each period and power supply costs.  .Overall, these two adjustments 

result in lower energy use and lower power supply costs but higher power supply costs 

per unit and higher TOU rates303. 

 

During the first round of interrogatories FBC provided304 an excel spreadsheet that 

purportedly set out the TOU rate calculations.  However, the model provided only set 

out the calculation of the rate differentials in Table 8.8 of the Application and not the 

calculation of the customer class rates set out in Table 8.10, as requested.  During the 

second round of interrogatories both the BCUC Staff305 and BCOAPO306 again 

requested the detailed model setting out the rate derivation, including the adjustments 

to usage by period and power supply costs.  However, in both cases the response 

simply referred to the original interrogatory response. 

 

BCOAPO submits that FBC has failed to adequately document the derivation of the 

TOU rates that it is requesting approval for. 

 

Optionality and Eligibility  

 

FBC proposes to make its revised TOU rates available to all customer classes subject 

to the provision that the customer have a “satisfactory load factor” and must take 

service under the rate for a minimum of 12 consecutive months307. 

 

In response to the question of why TOU rates should be optional as opposed to 

mandatory FBC explains308 that” 

 

“the interests of customers are best served through a combination of a 

cost based default rate of basic structure complemented by an optional 

                                                
303

 Exhibit B-11, BCOAPO 1.57.2 
304

 Exhibit B-8, BCUC 1.88.9 and Exhibit B-11, BCOAPO 1.57.1 
305

 Exhibit B-21, BCUC 2.140.6 
306

 Exhibit B-23, BCOAPO 2.86.1 
307

 Exhibit B-8, BCUC 1.76.10 
308

 Exhibit B-8, BCUC 1.93.1 



 

83 

conservation rate available to those customers whose particular 

circumstances allow an opportunity for personal savings and with the 

potential to deliver benefits to customer in general. Customer choice was 

an important consideration in the original introduction of the TOU rates 

and remains so today. 

As with the RCR, customers have differing opportunities and resources 

available to manage energy usage.  Mandatory TOU rates would 

potentially create an inequity between customers that cannot readily be 

justified by any constraints faced by the Company in meeting its load 

obligations”. 

 

BCOAPO agrees with this assessment and views past customer reaction to the RCR 

rate as being adequate demonstration of the inequity customers consider is created by 

rates when usage patterns and requirements limit their ability to respond. 

 

However, offering TOU rates on an optional basis does create other equity issues.  

Some customers will benefit by “opting-in” even if they make no change in their 

usage309 and, given the on-line tools FBC is proposing to make available such 

customers will be readily able to self-identify310.   Furthermore, the resulting revenue 

shortfalls will eventually be recovered from all customers, including those who do not 

opt-in311.  In BCOAPO’s view while the TOU rate is designed assuming all customers in 

the class are participating, it is likely that participation will be weighted towards those 

customers that benefit without any “load response” such that, in reality, the rates will not 

prove to be revenue neutral.  This will increase the likelihood that optional TOU rates 

will not provide an overall rate benefit to all customers and particularly, not to non-

participating customers.  To date, no allowances have been made for this in FBC’s TOU 

rate design. 
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Also, FBC has provided no clear guidelines as to what constitutes a “satisfactory load 

factor” and indicates that each situation will be assessed individually312.  In BCOAPO’s 

view this approach is less than satisfactory as it appears that the determination will be 

left totally to FBC’s discretion. 

 

Based on the foregoing concerns and deficiencies, it is BCOAPO’s overall submission 

that the BCUC not approve the revised TOU rates proposed by FBC.  The Commission 

should also indicate to FBC that if it wishes to purse TOU rates in a future Application, 

the Application should specifically address the preceding issues noted by BCOAPO. 

 

OTHER RATE SCHEDULES 

 

FBC has moved the following Schedules into the General Terms and Conditions section 

of the Electric Tariff and is requesting approval to remove them from the Electric 

Tariff313: 

 

o Schedule 74 – dealing with Extensions. 

o Schedule 80 – dealing with Standard Charges 

o Schedule 81 – dealing with the Radio-Off Advanced Meter Option 

o Schedule 82 – dealing with New and Upgraded Service Charges 

 

FBC is also requesting that Schedule 73 (a legacy Schedule dealing with extensions 

and contribution refunds) be removed from the Tariff.314 

 

FBC’s rationale for moving a number of the Schedules to the General Term and 

Conditions section of the Tariff is to:  i) align with the organization in FEI’s Tariff and ii) 

to better reflect the fact that the associated fees and contributions are not impacted by 

general rate increases315. 
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BCOAPO views there are being some merit in separating rates and charges that are 

subject to the general rate increases from those that are not.  Also, since the associated 

charges and contributions still remain part of the Tariff document and will continue to be 

subject to BCUC approval the requested change can be viewed primarily as a 

“housekeeping” matter.  Overall, BCOAPO takes no issue with the requested approval 

 

FBC notes that Schedule 73 is a predecessor of Schedule 74 and has remained part of 

the Tariff solely to govern the provision to provide contribution refunds.  However, as the 

time frame for such contribution refunds has now elapsed316, BCOAPO agrees that the 

Schedule should be removed from the Tariff. 

 

GENERAL TERMS AND CONDITIONS 

 

FBC is proposing a number of changes to its Electric Tariff General Terms and 

Conditions.  These include reorganization/regrouping of the sections, wording revisions 

to update and clarify as well as to align the language with that used by FEI and updates 

to various Standard Charges that were previously “tariff schedules”317. 

 

Set out below are BCOAPO’s submissions on a selected number of these changes. 

 

Radio-Off Advanced Meter Option 

 

FBC proposes to: i) remove the Pre-Commencement of Deployment Set Up Fee from 

the Radio-Off Option Standard Charges318 and ii) increase the Per-Read Fee from $18 

to $19.50319.  The Pre-Commencement of Deployment Set Up Fee is no longer required 
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as the AMI project deployment is completed and the increase in the Per-Read Fee is to 

recover the projected $0.120 M balance in the Radio-Off Shortfall Deferral Account. 

 

The $1.50 increase in the Per-Read Fee is based on amortizing the deferral account 

balance over a five year period.  While FBC indicates that it will revisit the Per-Read 

Fee in its next RDA there is no guarantee that this will occur at the same time as the 

five year amortization period ends.  Furthermore, the proposed tariff does not does not 

include any wording the limits the $1.50 increase to the next five years. 

 

During the interrogatory process alternatives were explored which would recover the 

$0.120 M through the use of a separate rate rider or from a wider range of customers.  

However, FBC has explained that its current billing system does not have the capability 

to apply the increased cost to the either the Radio-Off or all residential customers by 

way of a rate rider and would need to incur programming costs to effect this method of 

recovery.  FBC also noted that recovery from customers beyond the Radio-Off 

customers would be inconsistent with BCUC Order C-7-13.320 

 

BCOAPO submits that the BCUC should accept FBC proposed method of recovery (i.e., 

from Radio-Off customers and amortized over five years).  However, BCOAPO submits 

that the language used in the tariff should indicate that the $19.50 is only applicable 

until December 31, 2023 (assuming a January 1, 2019 implementation date) after which 

the fee would be $18.00.  Otherwise there is nothing in the current approved rate that 

indicates the $1.50 terminates after five years and there is no guarantee that FBC’s next 

RDA will occur before then. 

 

Security Deposits 
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Under FBC’s current Terms and Conditions, when a security deposit is deemed to be 

required it is “an amount equal to the Customer’s bill for 3 months as estimated by the 

Company”321.  FBC is proposing to revise the security deposit requirement to an 

estimate of the total bill for the two highest consecutive months of consumption with a 

minimum of $50.  FBC is also proposing to revise the wording such that the deposit 

does not have to equal but cannot exceed the estimate of the total bill for the two 

highest consecutive months of consumption322. 

 

BCOAPO submits that the BCUC should approve FBC’s proposed changes to its 

security deposit provisions. In BCOAPO’s view the proposed wording changes provide 

FBC with more flexibility to deal with individual customer’s circumstances while the 

(new) $50 minimum is less than what would result from the current 3-month requirement 

based strictly on the customer charge323. 

 

At the same time, BCOAPO submits that FBC should adopt additional business 

practices which will benefit low income customers.  

 

BCOAPO suggests implementing a security deposit waiver for low income customers. 

For example, the Ontario Energy Board (“OEB”)’s Low Income Customer Rules324 

provide that an eligible low income customer is granted a waiver of the security deposit 

upon request. If already paid, the low income customer can request the return of the 

security deposit if there are no arrears on the bill. BC Hydro implemented a waiver for 

clients of Ministry of Social Development and Social Innovation. 
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BCOAPO also suggests that FBC provide alternatives of security beyond cash deposits 

that would serve the company’s interest while recognizing the customer’s inability to 

pay. For example, alternatives implemented by BC Hydro include guarantors.  

 

Miscellaneous Charges – Account Setup or Transfer 

 

FBC is proposing to reduce the charge for new service (account) set up and changes to 

existing accounts (i.e., moves) from $15 to $13325. 

 

A major contributor to the $13 is the $5.25 cost for the Equifax credit check and ID 

validation, an activity which is only required for new customers and not for moves326.  

When ask why, given this cost difference there were not separate charges for new 

accounts versus moves, FBC provided the following reasons327: 

i. As noted in response to BCUC IR 1.110.2, the work involved and the costs for 

such work for both scenarios is substantially similar; 

ii. Ease of understanding for customers; 

iii. Ease of administration for FBC; 

iv. Distinguishing each task for reporting purposes does not provide any benefit; 

and 

v. It is consistent with current approved Tariffs for FBC and FEI, to charge a 

single charge for both the set-up of a new account and transfer of an existing 

account. 

 

BCOAPO does not find these reasons to be particularly compelling: 

i. The time required by FBC staff maybe similar but the costs clearly are not 

with the cost for new account being 70% higher than the cost for a move.  
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Given the emphasis that FBC has put on “cost causation” in the design of its 

default rates, this cost difference should be major consideration. 

ii. Customers will clearly understand the difference between becoming a new 

account and a move.  Furthermore customers will not be “understanding” or 

“accepting” of being charged for activities that were not incurred on their 

behalf (i.e. the Equifax credit check in the case of move). 

iii. There will be some minor administration involved in setting up a new charge 

but afterwards administering should be easy as FBC staff will be able to 

readily distinguish between a new account and a transfer/move. 

iv. Distinguishing between the two types of activities does provide a benefit.  It 

results in a lower and more appropriate charge for those customers 

requesting a move/transfer. 

v. The argument that the charges should be the same for both utilities can 

equally be used to suggest that the more appropriate approach would be for 

FEI to also have separate charges for new accounts versus account 

transfers. 

 

Overall, BCOAPO submits that BCUC should direct FBC to implement separate 

charges for new accounts ($13) and account transfers ($8).   

 

In the alternative, if there is to be only one charge then it should be reduced to 

recognize that FBC does not incur $13 in cost for account moves.  Ideally the charge 

would be a weighted average that takes into account the number of new accounts 

versus account transfers.  However, FBC has indicated that it does not have this 

information328.  In the absence of such information a common charge of $10 would be a 

reasonable compromise. 

 

ALL OF WHICH IS REPECTFULLY SUBMITTED, 
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