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OWEN•BIRD 
LAW CORPORATION 

POBox49130 
Three Bentall Centre 
2900-595 Burrard Street 
Vancouver, BC 
Canada V7X 1J5 

Telephone 604 688-0401 
Fax 604 688-2827 
Website www.owenbird.com 

Direct Line: 604 691-7557 

Attention: Patrick Wruck, Commission Secretary 
and Manager, Regulatory Support 

Direct Fax: 604 632-4482 

E-mail: cweafer@owenbird.com 

Our File: 23841/0180 

Dear Sirs/Mesdames: 

Re: FortisBC Inc. ("FBC") 2017 Cost of Service Analysis and Rate Design Application,..., 
Project No. 1598939 

We are counsel to the Commercial Energy Consumers Association of British Columbia (the 
"CEC"). Below is the CEC's Submissions with respect to the issues raised by the Kaslo Senior 
Citizens Association #81 ("KSCA"). 

On November 9, 2018 KSCA provided an email to the BC Utilities Commission ("BCUC" or 
"Commission"), alleging that FBC has failed to comply with order G-3-12 to provide an in
depth analysis of its Long Run Marginal Cost ("LRMC") cost that includes transmission and 
distribution costs by the date of the 2014 RIB report, and further the Commission has failed to 
enforce the order. 

KCSA states that FBC should be ordered to comply with the FBC RIB rate decision and also 
address potential 'errors' raised by the British Columbia Old Age Pensioner's Association et al 
("BCOAPO"), in their Final Submissions. 1 They state that to do otherwise would have the 
Commission 'deliberate on a faulty rate design and on a faulty application'. 

They request that once the actions are completed that all interveners be given an additional 
opportunity to file final arguments. 

By letter of November 16, 2018 (Exhibit A-19) the Commission has invited intervener 
submissions on the issues raised in KSCA's email. They provide the following questions for 
review: 

1 KSCA Email page 1 
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1. Whether FBC has to date complied with Directive 5 of Order G-3-12 
regarding an indepth analysis of the LRMC based on the specific requirements 
outlined in the FBC RIB Rate Decision. 

2. If FBC has not complied with Directive 5 of Order G-3-12, the implications, 
if any, this has on FBC's approvals sought in the current Application and on the 
Panel's ability to render a decision on specific items in the Application. 

3. Whether the evidentiary record should be reopened to address any of the 
issues raised in KSCA's email, including whether corrections are required to be 
made to the Application and, in particular, to the COSA study.2 

FBC and Interveners were all provided with the opportunity to provide comments on November 
22, 2018, with FBC's being included in their Reply Arguments. 

FBC provided background information by way of an additional submission on November 20, 
2019. 

The CEC appreciates FBC's prov1s10n of contextual information prior to the deadline for 
intervener submissions. 

The CEC provides the following comments for the Commission's review and consideration. 

1. Whether FBC has to date complied with Directive 5 of Order G-3-12 regarding an 
indepth analysis of the LRMC based on the specific requirements outlined in the 
FBC RIB Rate Decision. 

BCUC Order G-3-12 directs FBC to provide a RIB Rate Evaluation Report ("RIB Rate 
Report") covering the period from the date of implementation to December 31, 2013. 

Additionally, 

'The Report should also include an in-depth analysis of the full long-run marginal cost of 
acquiring energy from new resources, including the long-run marginal cost to transport 
and distribute that energy to the customer, and how that cost compares to the Block 2 
rate; the combined effect of integrating TOU and RIB rates on the conservation achieved 
by the RIB, should that information be available; an update of the Conservation Potential 
Review and report on the potential effects of interaction between RIB rates and Demand 
Side Management targets; comparison of energy usage of indirect customers with the 
energy usage of direct customers; and an analysis of the potential effect of a two-tier 
wholesale rate on the consumption of its wholesale customers. This Report should be 
submitted to the Commission no later than April 30, 2014'. 

2 FBC Response to A-19 
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FBC argues that there has been no non-compliance, and its reporting duties have been fulfilled. 

FBC points to several subsequent decisions which addressed the requirements and deadlines for 
Preliminary Reports. FBC filed a Preliminary Report which did not require the 'in-depth' 
analysis'. 

They then note that pursuant to an application regarding FBC Stepped and Standby Rates for 
Transmission customers, and prior to the due date of the G-3-12 Report, the Commission issued 
Order G-67-14, which determined that: 

' ... the next appropriate time to review the potential effectiveness of a stepped rate and the 
appropriate basis for determining FBC's LRMC should be in conjunction with FortisBC's 
next Resource Plan expected to be filed in 2016.' 

FBC interpreted that Decision to mean that the in-depth LRMC discussion was to be included in 
the LTERP, rather than in the G-3-12 Report as previously required. 

FBC did file the G-3-12 Report and identified that it would comply with the directive for an in
depth analysis in its next Long Term Resource Plan and Long Te1m DSM Plan, expected to be 
filed in 2016. 

FBC filed the LTERP and Long Term DSM Plan in November 2016. A detailed analysis and 
discussion of the LRMC was included in Appendix K. Both the energy LRMC and the Deferred 
Capital Expenditures ("DCE") are grossed up · by the avoided transmission and distribution 
energy losses. 

BCOAPO aclmowledges FBC's evidence, but points out that FBC also 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 patis 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"". 

The CEC has reviewed FBC's evidence and agrees with FBC that it has fulfilled the 
Commission's directive 5 ofBCUC Order G-3-12. 

The CEC is of the view that there are significant complexities regarding an LRMC and that the 
calculation can be viewed from various perspectives. The CEC does not find FBC's comment to 
diminish the value of the evaluation that it undertook in the LTERP and Long Term DSM Plan. 

The CEC recommends that the Commission find that FortisBC has complied with Directive 5 of 
Commission Order G- 3-12. 

2. If FBC has not complied with Directive 5 of Order G-3-12, the implications, if any, 
this has on FBC's approvals sought in the current Application and on the Panel's 
ability to render a decision on specific items in the Application. 

{ 0 I 152686; I J 



November 22, 2018 
Page4 OWEN•BIRD 

LAW CoRPORATION 

FBC argues that it has complied with the directive, but that regardless of the finding, the Panel's 
ability to render a decision would not be hindered. They point out that in addition to the fact that 
the LRMC was not used in the application there has been significant exploration of the LRMC in 
the proceeding. Further, they will provide additional discussion in their Reply Submission.3 

BCOAPO and BCSEA both consider that the LRMC is relevant to the proceeding and have 
provided discussion in their Final submissions, particularly in relation to the Residential 
Conservation Rate ("RCR") and the proposed move to a flat rate. 

BCOAPO also discusses FBC's LRMC in its assessment of several of FBC's rate proposals such 
as for RS 20, RS 21, RS 30 etc. 

The CEC did not rely on a specific calculation of the LRMC in reaching its conclusions for its 
Final Submissions. 

With regard to the role of the LRMC in the RCR, FBC's contention is that: 

'In theory, the reference for the LRMC in setting a higher second block rates, as in the 
RCR, it to provide a price signal for conservation that is linked to the long run costs that 
will be avoided if the conservation is unde1iaken. However, 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% 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 
adjustments' .4 

Additionally, FBC states: 

"However, and in particular in light of the current indeterminate status of an FBC LRMC 
measure, a(n) LRMC-based valuation of the benefit of pursuing additional conservation 
driven by a rate is uncertain .. ".5 

BCOAPO points out that the Commission has consistently considered the LRMC when rendering 
their decisions with regard to the residential inclining block rate. 

They also state that: 

3 FBC Submission on Exhibit A-19, page 5 

4 ExhibitB-8, BCUC 1.38.1 

5 FBC Final Argument page 16 
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"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". 

They go on to point out that: 

'given 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 6 and a demonstration that FBC's marginal costs exceed its embedded 
costs .... 

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 exists ... "7 

BCOAPO concludes 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 cmTent 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. 8 

BCSEA has provided evidence as to its view of the LRMC in its evidence and Final 
Submissions, which it poses, is near to the Tier 2 rate ofFBC's RCR.9 

BCSEA also states: 

While the LRMC itself may be somewhat uncertain, in BCSEA-SCBC's view there is no 
uncertainty that achieving incremental conservation and efficiency savings is valuable to 
FBC and its customers. As noted above, both the recent FBC CPR and the FBC 2019-
2022 DSM Plan identify substantial amounts of cost-effective conservation and efficiency 
savings available in the residential customer class. The LMRC is also discussed further, 
below ... ' 

BCSEA goes on to argue its position regarding the appropriate LRMC and its role in the RCR. 10 

6 Price signals that encourage efficient use and discourage inefficient u.se ( consideration of social issues including environmental and energy 
policy) 

7 BCOAPO Final Submission page 46 

8 BCOAPO Final Submission page 50 

9 BCSEA Final Submissions page 18 

10 BCSEA Final Submissions pages 17-19 
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The CEC considers that both BCOAPO and BCSEA have provided reasonable analysis to 
support their recommendations based on the evidence at hand. 

The CEC submits that a decision on the specific value of the LRMC is not necessary to the 
Commission's determination as to whether or not it should discontinue the Residential 
Conservation Rate in favour of a flat rate, nor in several other determinations to be made in this 
proceeding. 

The CEC submits that the Commission's various determinations should hinge on several factors 
related to the eight Bonbright principles, of which an understanding of the LRMC is but one 
consideration in evaluating an appropriate price signal. 

The CEC submits that there is considerable evidence on the record regarding potential 
calculations of the LRMC, such as FBC's assessments from its LTERP, BCSEA's evidence and 
BCOAPO's assessments in its Final Submissions to afford the Commission with an appropriate 
view of a likely range for LRMC consideration. 

The CEC is also of the view that the LRMC may potentially best be considered, by the 
Commission, as a range, rather than as a specific figure due to the significant range and timing of 
inputs. 

The CEC does not support KSCA's proposal to reopen the evidentiary record for the purpose of 
updating the LRMC because the value added by doing so would be de minimus and would not 
significantly exceed the related costs. 

3. Whether the evidentiary record should be reopened to address any of the issues 
raised in KSCA's email, including whether corrections are required to be made to 
the Application and, in particular, to the COSA study. II 

The CEC notes that the evidentiary record has been closed, and the issues raised by KCSA are 
subsequent to the deadline for Intervener Arguments. 

The CEC is not certain as to precisely which 'corrections' KSCA is referencing, but agrees with 
FBC's position that: 

'1. It is not uncommon for there to be differences of opm10n regarding the 
appropriate approaches to use in completing a COSA, and it is commonly acknowledged 
that some amount of judgement is required in making decision(s) on the inputs to be 
used. The BCOAPO submission, which is the basis for the KSCA email, itself notes at 
page 20, "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." 

11 FBC Response to A-19 
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2. Even if it were not the case and BCOAPO did not accept a particular methodology 
utilized by FBC in an aspect of its COSA, the matter would properly b( e) addressed 
through argument and not in a further round of evidentiary filings. In the opinion of FBC, 
there is nothing remarkable about the process as it has unfolded to date that would require 
the filing of additional evidence. As noted in response to the earlier question, the 
evidentiary record in this matter is already extensive.' 12 

The CEC recommends that the Commission deny KSCA's request to reopen the evidentiary 
base. 

All of which is respectfully submitted. 

Yours truly, 

OWEN BIRD LAW CORPORATION 

Cillis(};;~ 
CPW/jj ' 
cc: CEC 
cc: FortisBC Inc. 
cc: Registered Interveners 

12 FBC Response to A-19 
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