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We make the following submissions on behalf of our clients, the British Columbia Old Age 

Pensioners’ Organization, Active Support Against Poverty, Council of Senior Citizens’ 

Organizations of BC, Disability Alliance BC, and the Tenant Resource and Advisory Centre, 

known collectively in this process as "BCOAPO et al.”  The constituent groups of BCOAPO et al. 

represent the interests of low and fixed income residential energy consumers within BC and more 

specifically in this process, the interests of FortisBC Energy Inc.’s (“FEI” or “Fortis”) and FortisBC 

Inc.’s (“FBC” or “Fortis”) low and fixed income residential ratepayers.  As such, our clients’ 

interests are clearly engaged by this application. 

THE APPLICATION AND APPROVALS SOUGHT 

On March 11, 2019, FortisBC Energy Inc. and FortisBC Inc. (“FortisBC”) filed their Application for 

a Multi-Year Rate Plan (“MRP”) from 2020 to 2024 seeking orders pursuant to sections 59 to 61 

of the Utilities Commission Act (“UCA”) including three deferral account proposals and a five year 

MRP term with terms specified in section 2.2 of Exhibit B-1. 

Discrimination in rates 

59   (1)A public utility must not make, demand or receive 

(a)an unjust, unreasonable, unduly discriminatory or unduly preferential rate for a service provided 
by it in British Columbia, or 

(b)a rate that otherwise contravenes this Act, the regulations, orders of the commission or any other 
law. 

(2)A public utility must not 

(a)as to rate or service, subject any person or locality, or a particular description of traffic, to an 
undue prejudice or disadvantage, or 

(b)extend to any person a form of agreement, a rule or a facility or privilege, unless the agreement, 
rule, facility or privilege is regularly and uniformly extended to all persons under substantially similar 
circumstances and conditions for service of the same description. 
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(3)The commission may, by regulation, declare the circumstances and conditions that are 
substantially similar for the purpose of subsection (2) (b). 

(4)It is a question of fact, of which the commission is the sole judge, 

(a)whether a rate is unjust or unreasonable, 

(b)whether, in any case, there is undue discrimination, preference, prejudice or disadvantage in 
respect of a rate or service, or 

(c)whether a service is offered or provided under substantially similar circumstances and 
conditions. 

(5)In this section, a rate is "unjust" or "unreasonable" if the rate is 

(a)more than a fair and reasonable charge for service of the nature and quality provided by the 
utility, 

(b)insufficient to yield a fair and reasonable compensation for the service provided by the utility, or 
a fair and reasonable return on the appraised value of its property, or 

(c)unjust and unreasonable for any other reason. 

Setting of rates 

60 (1)In setting a rate under this Act 

(a)the commission must consider all matters that it considers proper and relevant affecting the rate, 

(b)the commission must have due regard to the setting of a rate that 

(i)is not unjust or unreasonable within the meaning of section 59, 

(ii)provides to the public utility for which the rate is set a fair and reasonable return on any 
expenditure made by it to reduce energy demands, and 

(iii)encourages public utilities to increase efficiency, reduce costs and enhance performance, 

(b.1)the commission may use any mechanism, formula or other method of setting the rate that it 
considers advisable, and may order that the rate derived from such a mechanism, formula or other 
method is to remain in effect for a specified period, and 

(c)if the public utility provides more than one class of service, the commission must 

(i)segregate the various kinds of service into distinct classes of service, 

(ii)in setting a rate to be charged for the particular service provided, consider each distinct class of 
service as a self contained unit, and 

(iii)set a rate for each unit that it considers to be just and reasonable for that unit, without regard to 
the rates set for any other unit. 

(2)In setting a rate under this Act, the commission may take into account a distinct or special area 
served by a public utility with a view to ensuring, so far as the commission considers it advisable, 
that the rate applicable in each area is adequate to yield a fair and reasonable return on the 
appraised value of the plant or system of the public utility used, or prudently and reasonably 
acquired, for the purpose of providing the service in that special area. 

(3)If the commission takes a special area into account under subsection (2), it must have regard to 
the special considerations applicable to an area that is sparsely settled or has other distinctive 
characteristics. 

(4)For this section, the commission must exclude from the appraised value of the property of the 
public utility any franchise, licence, permit or concession obtained or held by the utility from a 
municipal or other public authority beyond the money, if any, paid to the municipality or public 
authority as consideration for that franchise, licence, permit or concession, together with necessary 
and reasonable expenses in procuring the franchise, licence, permit or concession. 
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Rate schedules to be filed with commission 

61 (1)A public utility must file with the commission, under rules the commission specifies and 
within the time and in the form required by the commission, schedules showing all rates established 
by it and collected, charged or enforced or to be collected or enforced. 

(2)A schedule filed under subsection (1) must not be rescinded or amended without the 
commission's consent. 

(3)The rates in schedules as filed and as amended in accordance with this Act and the regulations 
are the only lawful, enforceable and collectable rates of the public utility filing them, and no other 
rate may be collected, charged or enforced. 

(4)A public utility may file with the commission a new schedule of rates that the utility considers to 
be made necessary by a change in the price, over which the utility has no effective control, required 
to be paid by the public utility for its gas supplies, other energy supplied to it, or expenses and 
taxes, and the new schedule may be put into effect by the public utility on receiving the approval of 
the commission. 

(5)Within 60 days after the date it approves a new schedule under subsection (4), the commission 
may, 

(a)on complaint of a person whose interests are affected, or 

(b)on its own motion, 

direct an inquiry into the new schedule of rates having regard to the setting of a rate that is not 
unjust or unreasonable. 

(6)After an inquiry under subsection (5), the commission may 

(a)rescind or vary the increase and order a refund or customer credit by the utility of all or part of 
the money received by way of increase, or 

(b)confirm the increase or part of it. 

For clarity, BCOAPO has organized its argument to deal with the Performance Based Ratemaking 

(PBR) structure itself and the Multi Year Plan (MRP)issues specific to each utility separately.   

BASE O&M 

A. General Comments  

BCOAPO submits that it is absolutely essential that the PBR base O&M be set appropriately.  For 

example, if it is set too high, even in the presence of an appropriate (I-X) escalation factor, the 

resulting rates be too high after escalation.  

The utility has a financial incentive – from the point of its owners, the shareholders – to inflate, by 

an overly generous escalator, overly high base rates throughout the period of the multi-year plan.   

There are wonderful financial gains available to be appropriated over the term of a PBR scheme 

when initial rates are set too high: the errors are magnified through a multi-year scheme in the 

event of a too-high base being set, with the benefits to the shareholder being amplified by the 
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compound interest impact of an annual escalation (which may also be set too high) to the 

detriment of the ratepayer.  

For example, if the initial rates were to be set just 2% above the appropriate level for the base of 

a 5-year PBR, the ultimate rates – under a 2% per year escalation – would be 12.62% above the 

rates required for full cost recovery (including the equity component) at the end of the plan.  This 

is a win-lose for owners-ratepayers.  And the utility proponent has a negative incentive to provide 

a “fair base.” However, the ratepayers should not pay more than a just and reasonable rate for 

utility service. 

BCOAPO strongly encourages the BCUC to require the proposal to have an audited, results 

oriented outcome, before any new targeted or other new multi-million-dollar incentive plan 

proposal is approved, and the utility is allowed to recover the associated costs in its revenue 

requirement. In other words, the utility’s proposals should have to pass an ex-post analysis that 

can show conclusively that the costs to ratepayers are more than offset by the benefits to 

ratepayers before the cost recovery of the programs is allowed in rates by the regulator. 

Otherwise, the ratepayer will be paying more than the benefits are worth.     

 

B. FBC’s Base O&M 

1. FBC Proposal 

Under the Proposed MRPs, the amount to be included in rates for the bulk of FortisBC’s O&M 

expenses will be determined using an O&M per customer amount escalated by inflation1. The 

starting point for determining the O&M per customer amount is the 2019 Base O&M, which is the 

adjusted actual O&M expenditures for 2018 divided by the average number of customers for 2018, 

escalated by the approved formula inflation factors for 2019.  The adjustments to the 2018 actual 

Base O&M include: 

• The removal of $0.5 M in savings (due to lower bad debt expense) which are considered to 

be temporary; 

• The addition of $0.338 M to account for the impact of the proposed changes in the allocation 

of O&M shared services; 

 
1 As indicated at p. C-49 of the Application, there is no X Factor included in the proposed formula for 
determining the annual O&M Expense. 
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• The removal of the cost of FHI and FI services directly charged to FBC in 2018 ($1.023 M and 

$1.615 M respectively). 

This 2019 Base Amount is then further adjusted to: 

• Include the net impact in 2019 of the new Employer Health Tax and the Medical Services Plan 

premium reductions ($0.24 M); 

• Include the ongoing costs associated with compliance with Assessment Reports (AR) No. 8 

and No. 10 ($1.54 M); 

• Include the costs of manual meter reads for those customers that have opted for an AMI meter 

that has the wireless transmit function disabled ($0.18 M) which were previously 

recorded/recovered via a deferral account; 

• Include the savings associated with AMI which were previously tracked outside the Base O&M 

($1.161. M); 

• Exclude the cost of BCUC levies which FBC is proposing will be tracked outside the O&M 

formula ($0.237 M); 

• Include incremental funding to address changes in the operating environment related to:  i) 

stakeholder engagement ($0.08 M); ii) vegetation management ($0.075 M); iii) generation 

dam safety ($0.232 M); iv) apprenticeship programs ($0.197 M); v) cyber security ($0.062 M) 

and iv) data analytics ($0.099 M). 

Overall, the proposed 2019 Base O&M is $57.67 M.  The details are set out in the following table2. 

 
2 Exhibit B-1-3. 
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2. BCOAPO Position  

Use of the 2018 actual Base O&M for FBC is a reasonable starting point.  BCOAPO notes that 

FBC’s actual 2018 Base O&M ($53.839 M) is less than the 2018 Formula O&M used to set 2018 

rates ($54.776 M)3.   

The following submissions address each of the adjustments FBC is proposing in order to derive 

the 2019 Base O&M. 

Temporary 2018 Bad Debt Savings 

FBC’s bad debt expense in 2018 was $471,147 as compared an average of $1.1 M per annum 

for the preceding four years4.  FBC proposes to adjust the Base O&M to reflect the 2014-2018 

average of $15.  BCOAPO takes the position that the $0.5 M adjustment for “temporary savings” 

related to bad debt expense in 2018 is reasonable. 

Shared Services Studies Impact 

The Shared Service Study indicates that the impact of adopting the proposed Cost Driver 

Approach as opposed to the existing Timesheet Approach to allocating the 2018 shared services 

 
3 Exhibit B-1, Application, p. B-33. 
4 Exhibit B-10, BCUC IR’s 1.35.2 and 1.35.4. 
5 Exhibit B-14, BCUC IR 2.171.8. 
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costs would increase the allocation to FBC by $0.338 M6.  Subject to the BCUC accepting the 

proposed new methodology for allocating shared services costs, BCOAPO submits that the 

$0.338 M adjustment to the 2018 actual Base O&M costs is reasonable. 

FHI and FI Charges 

Subsequent “adjustments” add the impact of the proposed Corporate Services Cost Allocation.  

As a result, it is necessary to remove the actual corporate services costs charged to FBC in 20187.  

BCOAPO has no issues with this adjustment.   

2019 Inflator 

FBC has used the 2019 inflator (1.02382) approved by the BCUC as result of FBC’s Annual 

Review for 2019 Rates Application8.  BCOAPO takes no issues with the value used. 

Employer Health Tax/Medical Services Premium 

This adjustment to the 2019 Base O&M represents the 2019 adjustments to O&M approved as a 

result of FBC’s Annual Review for 2019 Rates Application for the new Employer Health Tax (EHT) 

net of the Medical Services Plan (MSP) premiums reduction.  The net increase is $0.240 M 

($0.576 million EHT less the annual amount of $0.336 M9 for the MSP premiums reduction).  

BCOAPO has no issues with this adjustment. 

Mandatory Reliability Standards (MRS) 

This adjustment to the 2019 Base O&M represents the annual incremental cost of complying with 

MRS that were approved for recovery during the current PBR Plan as exogenous factors (i.e., 

Assessment Report (AR) No. 8 and AR No. 10).  FBC projects that $0.940 M will be required in 

2019 on an ongoing basis along with an additional $0.600 million for the expected increase in 

costs beginning in 2020 to maintain compliance with AR 1010. 

According to the response to the BCUC IR 1.35.411, the $0.940 M in 2019 represents $0.540 M 

in ongoing costs for AR No. 8 plus $0.400 M in one-time cost for AR No. 10.  The ongoing costs 

for AR No. 10 do not start until 2020, at which time they are forecast to be $1.0 M.  Based on 

 
6 Exhibit B-1-1, Appendix D-5, p. 11. 
7 Exhibit B-10, BCUC IR 1.147.1. 
8 Exhibit B-2-2, Appendix A, Schedule 3. 
9 The Application (p. C-45) references an amount of $0.366 M.  However, $0.336 M is consistent with the 
2019 Annual Review Application and reconciles with the net reduction of $0.240 M. 
10 Exhibit B-1, Application, p. C-45. 
11 Exhibit B-10, BCUC IR 1.35.4; Exhibit B-12, BCUC IR’s 2.178.5 & 2.178.6. 
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FBC’s proposal12, the 2020 O&M costs will be calculated by adjusting the 2019 Base O&M for 

inflation and for the forecast customer growth.  As result, in order for the 2020 O&M to reflect $1.0 

M for the ongoing costs related to AR No. 10, it is necessary to reduce the $1.0 M by the value of 

the 2020 inflator (i.e., the combined effect of the inflation and customer growth adjustment).  It 

should be noted that the use of the annual formula inflator is consistent with FBC determination 

of the adjustment for BCUC Levies where the 2018 costs were escalated by the 2019 formula 

inflator13. 

Assuming that inflation is 2% and customer growth is 1% per annum14, then to yield $1.0 M in 

2020 the AR No. 10 adjustment for 2019 should be $0.971 M15 and the total 2019 adjustment for 

MRS should be $1.51 M (i.e., $0.54 M plus $0.971 M) and not $1.54 M as proposed by FBC. 

Manual Meter Read 

Effective January 1, 2020, FBC will eliminate the use of the Radio-off Shortfall deferral account 

and include the cost of the associated meter reads in O&M expense.  FBC estimates this cost to 

be $0.180 M which it has included in the 2019 Base O&M.  The 2019 revenue from the manual 

meter read fees is also forecast to be $0.180 M and will be recorded in Other Revenues16.  

BCOAPO has no issues with this proposed adjustment. 

AMI Cost Reductions 

The AMI project is now complete and FBC proposes that the ongoing savings of $1.161 million 

be incorporated into the Base O&M17.  BCOAPO takes no issues with this proposed adjustment. 

BCUC Levies 

FBC proposes to forecast all of the BCUC levies outside of the O&M formula and to record 

variances in a deferral account18.  The 2019 adjustment was determined by escalating the actual 

2018 levies of $0.231 M by the 2019 formula inflator19.  BCOAPO has no issues with this 

adjustment. 

2019 FHI Management Fee 

 
12 Exhibit B-1, Application, p. C-4. 
13 Exhibit B-10, BCUC IR 1.34.1. 
14 Exhibit B-10, BCUC IR 1.21.1. 
15 $1.0 M/ (1.02x1.01) 
16 Exhibit B-1, Application, p. C-46; Exhibit B-10, BCUC IR 1.37.1; and Exhibit B-14, BCOAPO IR 2.129.1. 
17 Exhibit B-1, Application, p. C-46; Exhibit B-10, BCUC IR’s 1.34.5 & 1.38.1. 
18 Exhibit B-1, Application, p. C-46. 
19 Exhibit B-1, Application, p. C-46; Exhibit B-10 BCUC 1.34.1. 
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This adjustment to the 2019 Base O&M reflects the forecasted FI/FHI corporate services 

management fee allocated to FBC in 2020 discounted back to 2019 for inflation20.  

It is noted that in deriving the $3.374 M adjustment to the 2019 Base O&M, the 2020 allocated 

FI/FHI corporate services costs used as the starting point are $3.439 M21.  Dividing the two values 

yields a discount adjustment factor of roughly 1.9% which is roughly equivalent to inflation.  

However, FBC proposal calls for an annual inflator that includes the impact of both inflation and 

customer growth22.  As noted previously, the combined effect to these two factors is roughly 3%.  

As result, to yield a value of $3.439 M in 2020, only $3.339 M needs to be included in the 2019 

Base O&M (not $3.374 M).  BCOAPO submits that the BCUC should direct FBC to reduce the 

adjustment for the 2019 FI/FHI Management Fee accordingly. 

FBC Costs included in FHI Corporate Services 

With the implementation of a cost sharing model for 2020, there are certain O&M costs that 

historically reside in FBC which are now required to be included in the FHI corporate services 

pool of costs to ensure appropriate sharing.  For 2020 this amount is estimated to be $0.315 M23.  

For purposes of determining the adjustment to the 2019 Base O&M this value was discounted by 

inflation back to 201924. 

As discussed above the discount factor used should reflect FBC’s proposed annual inflator which 

includes both inflation and customer growth.  Using 3% as the estimated combined effect of the 

two would yield an adjustment to the 2019 Base O&M of ($0.306 M) as opposed to the ($0.308 

M) proposed by FBC. BCOAPO submits that the BCUC should direct that this adjustment be 

revised accordingly. 

New Funding – Customer Engagement 

The Application includes additional resources of $0.200 M for a Digital Advisor and a 

Communications Writer/Researcher to support customer communications.  In addition, the 

Application includes a further $0.200 M for a Digital Communications Advisor and costs required 

to support ongoing changes to and draft additional content for web-based platforms.  FBC’s share 

of these costs is $0.08 M25. 

 
20 Exhibit B-10, BCUC IR 1.147.1.1; Exhibit B-14, BCOAPO IR 2.126.1. 
21 Exhibit B-14, BCOAPO IR 2.126.1 and BCOAPO IR 2.150.1.3. 
22 Exhibit B-1, Application, p. C-4. 
23 Exhibit B-1, Application, Appendix D-5, Table D5-4. 
24 Exhibit B-14, BCOAPO IR 2.150.1.4. 
25 Exhibit B-1, Application, pages C-32 & C-35-C-36. 



 

10 

In response to interrogatories FBC has explained the need for these additional resources and the 

basis for the allocation of the costs between FEI and FBC26.   

However, it should be noted that as well as requesting additional funding to support customer 

communications, FBC is also proposing that it receive an incentive payment if customer use in 

digital channels meets certain annual targets27.  Furthermore, these targets are based on digital 

channel use growing at 1% per annum – roughly equivalent to the historic average growth rate.   

Overall, it seems inappropriate for customers to be both i) funding through increased O&M efforts 

to improve/support the use of digital channels by customers and ii) paying an incentive to FBC 

when it meets growth targets in the use of digital channels that are based on historic growth rates.  

One would expect increased use in digital channels to occur as a result of the improvement that 

the incremental O&M funding will support. BCOAPO submits, that if the BCUC decides to approve 

the incremental funding, then the Customer Engagement Incentive should either be denied, or 

the annual targets increased.  In the alternative, if the Customer Engagement Incentive is 

approved as proposed, then the incremental funding for customer engagement should be denied. 

New Funding – Tree Management 

The incremental funding ($0.075 M) is to respond to the high number of outages in the Kootenay 

area resulting from trees falling on the conductor28.   

In response to interrogatories, FBC has demonstrated that both the frequency and duration of 

outages due to tree contacts is materially higher in the Kootenay area than for the system overall, 

both before and after normalization for major events29.  BCOAPO has no issues with this proposed 

adjustment. 

New Funding – Generation Dam Safety 

The additional funding of $0.232 M is for dam safety reviews required by the Dam Safety 

Regulation and the BC Occupational Health and Safety Regulation30.  BCOAPO has no issues 

with this proposed adjustment. 

New Funding – Network Operation Apprentice Program 

 
26 Exhibit B-10, BCUC IR’s 1.30.2; 1.31.14 and 1.39.1. 
27 Exhibit B-1, Application, p. C-164. 
28 Exhibit B-1, Application, p. C-47. 
29 Exhibit B-5, BCOAPO IR 1.48.2; Exhibit B-14, BCOAPO IR 2.131.1. 
30 Exhibit B-1, Application, p. C-48; Exhibit B-10, BCUC IR 1.39.8. 
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The incremental funding of $0.197 M is to hire additional apprentices31.  However, it is noted that 

the funding is for the non-labour cost for apprentice development and is composed of annual trade 

school fees, expenses, personal protective equipment required for the program, tools and 

recruitment costs. The labour costs for the apprentices are typically charged directly to the 

activities performed32. 

In its final argument FBC states that the funding is to hire four additional apprentices. However, 

the actual number of additional apprentices associated with the incremental funding does not 

appear in either the Application or the interrogatory responses referenced by FBC.  Furthermore, 

the additional funding requested ($0.197 M) is more than the actual amount spent in any year 

from 2014-2018 or the amount forecast for 201933.  It is also noted that three additional 

apprentices34 were added in each of 2017 and 2018 when the respective expenditures were 

$0.054 M and $0.139 M35.  Furthermore, the $0.139 M in spending for 2018 is the highest level 

of annual spending since 2014 and is the value (adjusted for the 2019 inflator factor) that is 

already included in the 2019 Base O&M before any adjustments.  

Overall, FBC has not sufficiently justified the requested $0.197 M in incremental funding for 

apprentices.  If $0.139 M could support the training of six apprentices in 201836 then the addition 

of four more should create incremental costs of less than $0.100 M37.  At most, this is the amount 

that the BCUC should approve for incremental funding in the 2018 Base O&M. 

New Funding – Cyber Security 

The total incremental cybersecurity for FBC is $0.080 million, consisting of $0.018 million for a 

new shared customer cyber security position with FEI and $0.062 million for managed tools and 

services for FBC.38.  BCOAPO has no issues with this proposed adjustment. 

New Funding – Data Analytics 

FBC proposes additional funding ($0.099 M) for additional staff to increase the use of Data 

Analytics39.  FBC has indicated that some of the related initiatives may improve work and 

 
31 Exhibit B-1, Application, p. C-48. 
32 Exhibit B-10, BCUC IR 1.39.3. 
33 Exhibit B-10, BCUC IR 1.39.3. 
34 Exhibit B-5, BCOAPO IR 1.50.2. 
35 Exhibit B-10, BCUC IR 1.39.3. 
36 Exhibit B-5, BCOAPO IR 1.50.2. 
37 $0.139 M x 4 / 6 = $0.093 M 
38 Exhibit B-1, Application, pp. C-40 & C-48; Exhibit B-5, BCOAPO IR 1.51.1. 
39 Exhibit B-1, Application, pp. C-40 & C-48. 
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employee efficiency, while others may accomplish different goals such as reducing the duration 

of customer outages40.  Overall, BCOAPO has no issues with this proposed adjustment. 

 

C. FEI’s Base O&M 

One way to look at the efficacy of an MRP for FEI is to look at how the O&M spend changes41. 

The “Actual Base 2018 O&M” is $238.693M42.   

BCOAPO notes that FEI over-earned in each year of the five years of the previously approved 

plan by an average of 38 bp above the 8.75% RoE.43 At the same time FEI under-spent on O&M 

vis-a-vis the formula amount in each of the five years of the previous plan for a cumulative total 

of $46.350M or 4.02% below the formulaically determined total of $1,153.995M over 2014-2018.44 

Accordingly, the formulaic rates, 2014-18 inclusive, that FEI was allowed to charge and that 

ratepayers had to pay included $46.350M for O&M above the actual amount that was required by 

FEI to spend on O&M. This means that over the period 2014-18 inclusive, FEI’s pre-tax return on 

equity was higher by a cumulative amount of $46.350M than it would have been had the O&M 

costs – included in rates and paid by ratepayers – been actually spent on O&M.  

This example illustrates that FEI has a clear financial incentive to underspend on O&M during a 

PBR plan, deferring the filling of vacancies, deferring maintenance, etc., during a plan so as to 

inflate earnings while “catching up” at the start of the next plan by adjusting base rates. O&M 

under-spending boosts earnings during the plan while ratepayers are paying for more O&M than 

is actually undertaken during the plan, with ratepayers paying again for the plan’s under-spending 

when O&M is rebased. The indicative delivery rate impact for FEI customers after five years of 

earning above the formula, and spending on O&M below the formula is a 5.3% increase45. 

FEI now proposes to increase the 2018 Actual Base O&M of $238.693M to $256.685M46 for 2019 

as Base O&M for the next PBR plan, an increase of $17.992M or 7.54%. If there were an approved 

escalator of (I – X) = (2.0% - 0.5%) = 1.5% per year that was applied to the 2018 Actual Base 

O&M of $238.693M in 2018, a Base O&M after four years of escalation would be $238.693M x 

(1.015)4 = $253.340M or $3.353M less than FEI is requesting for 2019 Base O&M. 

 
40 Exhibit B-5, BCOAPO IR 1.52.1. 
41 Exhibit B-1, Application, p. C-19. 
42 Exhibit B-1, Application, Table C2-1 
43 Exhibit C7-5, BCOAPO Evidence, page 6 
44 Exhibit C7-5, BCOAPO evidence, page 8 
45 Exhibit B-1, Application, Table C9-1 
46 Exhibit B-1, Application, Table C2-1 
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BCOAPO submits that the requested 2019 Base O&M is excessive and rewards the 2014-2018 

O&M under-spending by making ratepayers to pay for O&M twice: once when the utility takes 

what in embedded in rates and, instead of spending it all on O&M, under-spends and books the 

rest as pre-tax earnings, then again when the utility asks for more upon rebasing. “Temporary 

savings” seem to mean savings by deferring part of O&M spending under the plan to the rebasing 

exercise for the next plan. In BCOAPO’s view, 2019 base should be close to 2018 actual inflated 

by 2%. Some of the adjustments in the referenced table C2-1 would not be necessary, had the 

Utility not under-spent in each and every year of the previous plan.   

On a related point, BCOAPO notes that not all O&M components are escalated - some are “pass-

through” items which seems to refer to components that increase by a greater amount than the 

escalator would allow.  It would be novel if the utility were to remove from escalation those 

components which are expected to increase by less than what the full escalator would allow, i.e., 

if the appropriate average measure of cost inflation is X%, then – unless all components increase 

by exactly X% - some components increase by more than X% while others increase by less than 

X%.         

 
FEI Incremental Funding Requests for 2019 Base O&M 

FEI proposes that after inflating 2018 Actual Base O&M for 2019, an additional $10.416M be 

added to 2019 for Base O&M, the incremental being comprised as follows47: 

• An incremental $1.360M for “Customer Expectations”; 

• An incremental $3.360M for “Engagement”; 

• An incremental $0.888M for “Indigenous Relations”; and 

• An incremental $4.808M for “System Operation, Integrity, and Security.” 

This incremental funding represents a 4.36% increase over 2018 Actual Base O&M of 

$238.693M.48 

Customer Expectations 

The Actual Total 2018 FEI spending for Customer Expectations was $2.276M for “Connect to Gas” 

and $0.271M for “In-House Resources” for a total of $2.547M.  FEI is asking that ratepayer funding 

for these initiatives be increased to $4.011M in total, for a 57.5% increase over 2018 Actual. 

 
47 Exhibit B-1, Table C2-7 
48 Exhibit B-1, Application, Table C2-1 
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Because FEI escalates the 2018 actual base O&M to get a 2019 base of $2.651M, this 

incremental funding is listed as $1.360M (i.e., $4.011M - $2.651M). 

For further perspective, BCOAPO notes that at the beginning of the previous plan, in 2014, the 

actual spending for Connect to Gas was $0.977M and $0.051M for In-House Resources for a 

total $1.028M49, i.e., 25.6% of the current proposal. 

The Connect to Gas incremental funding of $1.200M (above the escalated 2018 actual) is broken 

down into50: 

• Advertising   $0.600M; 

• NG Appliance Incentives $0.350M; and  

• Stakeholder Engagement $0.250M. 

In the Application, FEI states51: 

Although FEI has been successful in adding new customers in recent years, the current 

market environment is becoming increasingly complex with numerous sources of 

information on energy options, making it challenging for customers to decipher information 

to make informed choices that meet their needs. For instance, many British Columbians 

are not using natural gas despite their proximity to the natural gas distribution system. In 

many cases, they are using alternative fuels such as oil or propane and have expressed 

a strong desire to become natural gas customers.  

In this regard, BCOAPO notes the premises embodied in BCUC IR 1.30.5 - 1.30.652 and BCUC 

IR 2.174.553. BCUC IR 1.30.5 asked: 

Please explain why, given the successes in customer retention and attachments 

experienced during the Current PBR Plan with that plan’s approved spending envelope, it 

is not reasonable for FEI to meet its goals during the MRP term with a Base 2019 O&M of 

$2.380 million for the Connect to Gas initiative. 

 
49 Exhibit B-1, Application, Table C2-8 
50 Exhibit B-1, Application, Table C2-9 
51 Exhibit B-1, Application, p. C-30 
52 Exhibit B-10 
53 Exhibit B-12 
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In BCOAPO’s view, given the size of the increase requested, previous plan O&M under-spending, 

and previous plan FEI over-earning, $2.380M is an appropriate base for this spending component 

as a base in 2019. 

  

Customer Engagement 

In addition to the submissions made above with respect to FBC additional customer engagement 

costs, BCOAPO adds the following comments related to FEI: 

Per Table C2-1054: 

• FEI spent $0 on customer engagement from 2014-2016 inclusive; 

• FEI’s Actual engagement spending in 2018 was $0.321M; 

• FEI proposes a 2019 O&M base of $0.510M; plus 

• FEI proposes incremental funding for 2019 of $3.360M; for  

• Total 2019 Base O&M spending of $3.870M. 

The proposed 2019 base consists of: 

• $2.000M for “Raising Awareness,” all of it incremental; 

• $1.400M for “Climate Action Partners,” $1.000M of which is incremental; and  

• $0.470M, for “Other Supporting Resources” of which $0.360M is incremental.  On this 

component, please see the FBC submissions. 

BCOAPO notes that the proposed 2019 base exceeds seven times the actual 2018 spend.  

However, due to the urgency of the threat posed by Climate Change, BCOAPO does not propose 

a decrease in the proposal for Climate Action Partners. 

In the case of “Raising Awareness,” BCOAPO submits that absent any details, incremental 

spending of almost four times the 2018 total engagement spending is excessive: if any portion is 

added to the base, BCOAPO suggests a figure of $0.500M would be more appropriate. 

Indigenous Relations 

BCOAPO supports FEI’s proposal of $0.888M for this activity. 

 
54 Exhibit B-1, Application 



 

16 

System Operation, Integrity, and Security 

Per Table C2-1355: 

• Total 2014 spending was $50.686M; 

• 2018 Actual spending was $70.882M; 

• FEI proposes to escalate the 2018 spend as a base for 2019 of $73.992M; 

• FEI proposes further 2019 incremental base spending of $4.808M; resulting in 

• Base O&M for 2019 of $78.800M. 

BCOAPO places a high value on maintaining operational integrity and security.  In this regard, 

BCOAPO notes in its evidence that over the previous plan’s term, FEI under-spent on O&M by 

$46M: had FEI underspent on O&M during the previous plan by “only” $41M, there might need to 

be no request for 2019 incremental spending. 

BCOAPO submits that this example of core utility management bears testament to the financial 

incentive for a utility to under-spend when it can get away with it during a PBR plan to increase 

RoE, and to make up for the under-spending from ratepayers with increased incremental requests 

upon rebasing. 

 

FBC’s CAPITAL EXPENDITURES 

1. General Principles  

1.1. FBC Proposal 

FBC’s capital expenditures fall under two main categories: Regular capital and Major Project 

capital expenditures.  Regular capital expenditures include Growth, Sustainment and Other 

capital.  Major Projects are capital expenditures that do not form part of Regular capital spending 

as they are approved through a separate process, usually CPCN applications. 

The BCUC’s 2014 PBR Decision approved a capital formula based on 2013 approved capital 

expenditures, subject to certain adjustments for inflation and customer for establishing capital 

spending during the PBR period excluding major non-recurring projects.  In contrast, FBC is 

currently seeking approval of the level of Growth, Sustainment and Other Regular capital 

 
55 Exhibit B-1, Application. 
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expenditures to be incorporated in rates over the 5-year term of the Proposed MRP56.  However, 

FBC also proposes to review its forecast in its Annual Review for 2022 rates and, should it be 

deemed necessary, file an updated forecast of the 2023-2024 expenditures in 2022 to account 

for any material changes to the forecast that occur over that time period and ask for approval of 

the changes57.  Factors that may result in the need to file an updated capital expenditure forecast 

for 2023-2024 include load growth, asset condition, third party driven work and changes in cost 

of a Major Project such that a CPCN is no longer required58. 

The following table sets out FBC’s actual capital spending for 2014-2018 and the projected 2019 

spending at the time of the Application and compares it to the forecast capital spending for the 

MRP period59. 

 

FortisBC is not proposing a true-up of rate base for actual regular capital spending over the term 

of the MRP.  The approved forecast of capital will be embedded in rates over the term of the MRP 

with no adjustment for actuals until after the end of the term60.  Any positive or negative ROE 

 
56 Exhibit B-5, BCOAPO IR 1.61.1. 
57 Exhibit B-1, Application, p C-80. 
58 Exhibit B-10, BCUC IR 1.51.5. 
59 Exhibit B-12, BCUC IR 2.180.2. 
60 Exhibit B-10, BCUC IR 1.64.2; Exhibit B-12, BCUC IR 2.166.9. 
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impact of the variance between forecast and actual capital spending on costs incurred will be 

shared 50/50 with ratepayers61. 

FortisBC is proposing that the approved CPCN threshold of $20 M continue for the proposed MRP 

term62.  The treatment for Major Projects will be the same under the proposed MRP as in the 

Current PBR Plan63. 

The Application64 identifies four Major projects that are anticipated to come into service during the 

MRP.  Two of the projects (Upper Bonnington Old Units Refurbishment and Corra Linn Spillway 

Gate Replacement Project) had already been approved65 by the BCUC at the time the Application.  

A third project (Grand Forks Terminal Station Reliability Project) was in the process of being 

reviewed by the BCUC at the time of the Application but was subsequently approved in July 

201966.  The CPCN for the fourth one (Kelowna Bulk Transformer Addition) while expected in 

2019 is still to be filed.  FBC has acknowledged that it has identified, and is investigating, other 

projects that may be brought forward during the MRP term67. 

1.2 BCOAPO Submissions 

During the current (2014-2019) PBR period actual capital expenditures exceeded the “formula” 

by approximately 19%68.  Appendix B-8 of the Application discusses the reasons for variance 

which were largely attributable to system improvements to accommodate growth ($20.9 M) and 

newly identified sustainment capital work ($19.4 M)69. 

 

 
61 Exhibit B-10, BCUC IR 1.64.1. 
62 Exhibit B-10, BCUC IR 1.50.1. 
63 Exhibit B-9, MoveUp IR 1.9.1.  
64 Exhibit B-1, Application, pp. C-107 – C-108. 
65 Exhibit B-1, Application, p. C-107. 
66 Decision and Order C-2-19 
67 Exhibit B-10, BCUC IR 1.60.4. 
68 Exhibit B-1, Application, p. B-37. 
69 Exhibit B-10, BCUC IR 1.10.4. 
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Given the variances between the actual and formula capital spending that arose during the 

previous PBR period the change in approach regarding the treatment of Regular capital spending 

is reasonable.   

The capital forecast is developed largely on a “bottom-up” basis based on known requirements70.  

Since the further out one looks the more uncertain future capital spending requirements will be, 

FBC’s proposal to revisit the F2023-F2024 spending requirements during the MRP period is also 

reasonable. 

BCUC Order G-120-15 states: 

“The Certificate of Public Convenience and Necessity (CPCN) dollar threshold will be 

maintained at $20 million dollars for FBC and increased from $5 to $15 million dollars for 

FEI. However, the Commission may require a CPCN review for projects below this 

threshold if it finds that pursuant to section 45 of the Utilities Commission Act it is in the 

public interest to do so”. 

While FBC notes71 that none of Regular Capital projects included in the forecast have significant 

public interest issues but that if, in FBC’s view, a potential public interest issue were to arise, the 

FBC would identify the issue so that the BCUC could make a determination on the need for a 

CPCN application.   

BCOAPO submits that other parties should also have the ability to identify, for the BCUC’s 

consideration, projects that they consider warrant a CPCN application base on public interest 

issues.  In order to do so, parties participating in the Annual Review process should be able 

explore with FBC whether or not issues of public interest have emerged regarding its capital 

spending plans and make submissions where warranted. 

With respect to there being no “true-up” to the capital spending forecast during the MRP period, 

it is noted that FBC’s proposal also calls for customers’ rates to be adjusted either up or down for 

the cost of service impacts of O&M and capital costs caused by exogenous factors that are 

beyond the control of the Companies72.  What is not clear is whether the deferral/cancellation of 

a significant capital project included in the current forecast would fall into this category if the 

change was due to circumstances beyond FBC’s control (e.g., change in load growth), particularly 

if it led to a reduction in overall capital spending.  This issue is further complicated by FBC’s 

 
70 Exhibit B-17, ICG IR 2.17.3; Exhibit B-12, BCUC IR 2.196.4. 
71 Exhibit B-14, BCOAPO IR 2.135.1. 
72 Exhibit B-1, Application, p. C-115. 
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proposal to eliminate the materiality threshold associated with exogenous factors.  Therefore, 

BCOAPO asks the BCUC to allow parties to explore such issues as part of the Annual Review 

process. 

2. Regular Growth Capital 

2.1. FBC Proposal 

Growth capital expenditures in 2020-2024 are forecast to be higher on average than those in 

2017-201973. 

 

Transmission Growth spending consists of a number of specific projects. 

 

Distribution Growth spending consists of two ongoing programs plus one discrete project74. 

 

Finally, New Connects includes the installation of new electric services and are based on historical 

expenditures adjusted for anomalous years and inflation75. 

 

2.2. BCOAPO Position  

 
73 Exhibit B-1, Application, p. C-82. 
74 Exhibit B-1, Application, p. C-83. 
75 Exhibit B-1, Application, p. C-85. 
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Transmission 

With respect to the Transmission Growth capital spending forecast, all of the four Transmission 

Growth projects were identified in the 2012 Integrated System Plan76.  In response to information 

requests, FBC has provided details regarding the alternatives considered and the rationale for 

the adopted alternative for three out of the four projects77.  For these three projects it is reasonable 

to include their capital spending as forecast. 

However, the scope definition of the Summerland Transformer Replacement is currently on hold 

pending a decision from the District of Summerland regarding potential future voltage conversion.  

The result is that a detailed definition of the project and analysis of alternative is yet to be 

completed78.   

BCOAPO submits that given the status of the Summerland Transformer Replacement project and 

the materiality of the spending involved (>$2 M), the scope and proposed spending for this project 

should be reviewed as part of the Annual Review process prior to being incorporated in rates.   

Distribution 

In response to information requests79, FBC has explained that the Small Growth Project spending 

in the Current PBR Plan term were reduced from 2015 to 2019 for the projects that were 

determined to be flexible and the funds reallocated to other programs or projects based on re-

prioritization.  Forecast expenditures for the 2020 to 2024 period are due to significant load growth 

in recent years and upgrades that are required to ensure continuing acceptable standards of 

service.  

FBC has also explained that the forecast spending for Unplanned Projects is based on historical 

expenditures80 and provided rationale for the DG Bell Feeder Addition81. 

BCOAPO submits, that overall, the Distribution Spending forecast is reasonable for purposes of 

the MRP. 

New Connects 

 
76 Exhibit B-5, BCOPAO IR 1.62.1. 
77 Exhibit B-5, BCOAPO IR 1.62.1. 
78 Exhibit B-5, BCOAPO IR 1.62.2. 
79 Exhibit B-5, BCOAPO IR 1.63.2; Exhibit B-14, BCOAPO IR 2.137.1. 
80 Exhibit B-1, Application, p. C-83. 
81 Exhibit B-5, BCOAPO IR 1.63.3. 
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BCOAPO agrees that FBC approach to forecasting the spending on New Connects based on an 

historical rolling average adjusted for anomalous years and inflation is reasonable for purposes 

of the MRP. 

3. Regular Sustainment Capital 

3.1 FBC Proposal 

FBC’s Sustainment Capital Spending is forecast to be higher than that in recent years82. 

 

3.2 BCOAPO Position  

Generation 

Generation Sustainment capital spending consists of four capital program areas83: 

 

Spending on Generation Sustainment is driven by:  i) the need to comply with Dam Safety and 

Occupational Health and Safety regulations and  ii) the need to rectify age-related condition 

issues84.  In the Application and in response to information requests FBC has described the major 

projects it plans to undertake and, where requested, provided asset condition reports85.  BCOAPO 

has identified no issues with the proposed spending in this area. 

Transmission Sustainment 

 
82 Exhibit B-1, Application, p. C-84. 
83 Exhibit B-1, Application, p. C-85. 
84 Exhibit B-1, Application, pp. C-85-C-86. 
85 Exhibit B-5, BCOAPO IR’s 1.66.2.1; 1.66.3.2; 1.66.4.2 and 1.66.5. 
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Transmission Sustainment expenditures address the condition and integrity of FBC’s 

transmission line facilities and consist of spending in four program areas86. 

 

Annual spending on Transmission Line Rehabilitation (the largest capital program) is determined 

each year based on the transmission line condition assessment completed in the previous year.  

Transmission Line Rehabilitation costs are forecast by region, based on the number of poles in 

the prior year’s condition assessment program and the inflation-adjusted historical unit cost of 

rehabilitation87.  Spending during the MRP period also includes additional funds for rehabilitation 

of 30 Line between the South Slocan and Coffee Creek Substations identified in the 2018 

condition assessment88 and for the replacement of insulators89.   

The Transmission Right of Way program acquires rights of way and easements for existing 

transmission facilities that are in trespass on private property.  Expenditures for this category also 

address access issues with respect to existing rights of way in order to facilitate ongoing operation 

and maintenance of the lines90.  The higher spending in the MRP period is attributable to the 30, 

32 and 19 Line Right of Way Improvements project that involves acquiring additional right of way 

upslope of the existing ROW for 30 Line (Nelson to Coffee Creek Substation), 32 Line (Creston 

to Crawford Bay), and 19 Line (Slocan Valley) and clearing the additional right of way to reduce 

the number of tree related outages91. 

BCOAPO has identified no issues with the spending in this area. 

Stations Sustainment 

Stations Sustainment includes expenditures for the replacement of station transformers and to 

replace/refurbish other station equipment.  Spending is largely determined by asset condition 

 
86 Exhibit B-1, Application, p. C-89 
87 Exhibit B-10, BCUC IR 1.10.6. 
88 Exhibit B-1, Application, p. C-90. 
89 Exhibit B-5, BCOAPO IR 1.70.3.2. 
90 Exhibit B-1, Application, p. C-90. 
91 Exhibit B-1, Application, p. C-90. 
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assessments completed in previous years.  Spending for the MRP period is summarized in the 

following table92. 

 

Higher spending during the MRP period is due to:  i) specific transformer replacements planned 

for Trout Creek, AS Mawdsley and Kaleden due to asset condition93;  ii) required station upgrades 

at Salmo and Fruitvale94 and iii) specific station equipment spending based on asset condition 

assessments95. 

BCOAPO has identified no issues with the spending in this area. 

Distribution Sustainment 

As illustrated in the following table, in the majority of program areas Distribution Sustainment 

spending is consistent with historical levels.  The main areas96 of departure are the result of:  i) 

the replacement of potentially hazardous porcelain cut-outs on distribution feeders97, ii) the 

replacement of sodium and mercury vapour street lights with more efficient LED lighting, and iii) 

the mandated replacement of distribution equipment containing Polychlorinated Biphenyls 

(PCBs)98. 

 
92 Exhibit B-1, Application, p. C-93. 
93 Exhibit B-1, Application, p. C-92; Exhibit B-5, BCOAPO IR 1.72.1. 
94 Exhibit B-1, Application, pp. C-92-C-93.  Also, details on the Salmo project including alternatives 
considered can be found in Exhibit B-5, BCOAPO IR’s 1.73.1 through 1.73.6. 
95 Exhibit B-1, Application, pp. C-93-C-95; Exhibit B-5, BCOAPO IR’s 1.74.1 through 1.77.1.  
96 Exhibit B-1, Application, pp. C-97-C-98. 
97 The increasing failure of porcelain cut-outs is documented in Exhibit B-5, BCOAPO IR 1.78.1. 
98 Exhibit B-10, BCUC IR 1.57.8. 
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BCOAPO has identified no issues with the spending in this area. 

Telecommunications Sustainment 

Telecommunications capital spending consists of four program areas.  Forecast spending for 

each is set out below.  Increases in the 2020-2024 timeframe are mainly driven by the need to 

upgrade or replace aging systems and by regulatory requirements99. 

 

FBC explains100 that sustainment capital expenditures for approved Z-factor events during the 

Current PBR Plan are now included under SCADA System Sustainment for the proposed MRP 

which contributes to the increases spending on this program. 

In the Application FBC has provided details on the major projects included under Station 

Upgrades and Replacements101. 

BCOAPO has identified no issues with the spending in this area. 

4 Other Capital 

4.1 FBC Proposal 

Other capital consists of spending on Equipment, Facilities and Information  

 
99 Exhibit B-1, Application, C-99. 
100 Exhibit B-10, BCUC IR 1.36.3. 
101 Exhibit B-1, Application, pp. C-100-C-101. 
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4.2 BCOAPO Position  

Equipment 

Equipment capital expenditures include the acquisition of vehicles, specialized tools and 

equipment.  Expenditures for the equipment listed above are driven by obsolescence, excessive 

wear and regulatory compliance102. 

 

In the Application103 and responses to information requests104 FBC has explained the reasons for 

the increased spending levels. BCOAPO has identified no issues with the spending. 

Facilities 

In response to information requests105 FBC has provided additional details regarding the proposed 

Facilities spending and BCOAPO has identified no issues with the spending. 

Information Systems 

During the MRP period expenditures in this area are forecast to increase at less than two percent 

per annum relative to 2017-2019 average spending.106 BCOAPO has identified no issues with the 

spending. 

5. Major Projects 

5.1 FBC Proposal 

 
102 Exhibit B-10, BCUC IR 1.59.1. 
103 Exhibit B-1, Application, pp. C-101-C-102. 
104 Exhibit B-10, BCUC IR 1.59.1; Exhibit B-12, BCUC IR 2.194.1. 
105 Exhibit B-10, BCUC IR’s 1.59.2 and 1.59.3. 
106 Exhibit B-1, Application, p. C-104. 
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Major Projects are capital expenditures that do not form part of Regular capital spending.  Under 

FBC’s proposed MRP they are approved through a separate CPCN or other application.  There 

are three major projects that are expected to come into service during the MRP period that have 

already been approved by the BCUC: 

• Upper Bonnington Old Units Refurbishment (Order G-8-17); 

• Corra Linn Spillway Gate Replacement Project (Order C-1-17); and  

• Grand Forks Terminal Station Reliability Project (Order C-2-19). 

In addition, FBC has expected to file a CPCN Application for the Kelowna Bulk Transformer 

Addition in 2019.  However, it is still pending.  The resulting expenditures from these projects is 

set out in the following table107. 

 

Under the FBC’s proposed MRP, the costs associated with Major Projects would be subject to 

flow-through treatment108. 

5.2 BCOAPO Position  

It is noted that for both of the projects approved by the BCUC in 2017, the current spending 

forecast exceeds the approved levels109.  For the Upper Bonnington Old Units Refurbishment 

project the current forecast is $34.2 M versus an approved budget of $31.783 M.  In the case of 

the Corra Linn Spillway Gate Replacement Project, the current forecast is $66.844 M versus an 

approved budget of $62.694 M. 

BCOAPO expects that the Annual Review process will provide the appropriate opportunity for the 

prudency of the spending on these projects (and any other Major Projects) before the costs are 

flowed through to rates. 

SERVICE QUALITY INDICATORS (SQIs) 

A. FBC’s SQIs  

 
107 Exhibit B-10, BCUC IR 1.60.6. 
108 Exhibit B-1, Application, p. C-157. 
109 Exhibit B-10, BCUC IR 1.60.1. 
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1. FBC Proposal 

The following table sets out FBC’s proposed Service Quality Indicators along with their associated 

Benchmark and Threshold value and contrasts them with those from the current PBR plan. 

 

In terms of the two Reliability Indicators (SAIDI and SAIFI), FBC proposes that the benchmarks 

be based on a three-year rolling average.  As the 2019 data is not yet available, FBC proposal is 

to provide benchmarks and thresholds for these two indicators in early 2020110.  

The Interconnection Utilization information indicator is new and is meant to monitor the level of 

service provided to FBC’s wholesale customers111. 

  

 
110 Exhibit B-1, Application, p. C-153. 
111 Exhibit B-1, Application, p. C-153. 
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2. BCOAPO Position  

General 

In its Application FBC states112 that SQIs are used to monitor the Utilities’ performance to ensure 

that any efficiencies and cost reductions do not result in a degradation of the quality of service to 

customers.  BCOAPO agrees that this is the purpose of SQIs.   

BCOAPO also agrees with FBC’s view that recent performance by the Utility is the appropriate 

measure as to an acceptable level of performance113. 

Based on the Consensus Recommendation approved by the BCUC in Order G-14-15, the 

benchmark can be viewed as the “expected” level of performance, whereas the threshold 

represents the minimum level of acceptable performance, recognizing that SQI results will vary 

from year to year.  In this regard, the performance below the threshold does not necessarily 

represent a serious degradation of service.  Rather it is a factor the Commission may consider in 

determining whether there has been a “serious degradation of service” and whether adverse 

financial consequences for FortisBC are warranted.  Such considerations would take place during 

the Annual Review process. 

Emergency Response Time 

Emergency Response Time is the time elapsed from the initial identification of a loss of electrical 

power (via a customer call or internal notification) to the arrival of FBC personnel on site at the 

trouble location.  

During the 2014-2018 period the annual average value was 93%, consistent with the existing 

benchmark114.  Furthermore, the lowest value during period was consistent with the existing 

threshold value. 

 

 
112 Exhibit B-1, Application, p. C-147. 
113 Exhibit B-10, BCUC IR 1.90.1. 
114 Exhibit B-1-1, Appendix C5-2, p. 4; Exhibit B-5, BCOAPO IR 1.88.2. 
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In BCOAPO’s view, FBC’s proposal to maintain the existing benchmark and threshold values for 

the proposed MRP period is reasonable. 

All Injury Frequency Rate (AIFR) 

The AIFR is a comprehensive safety performance indicator based on lost time injuries (LTI) plus 

medical treatment injuries (MT) per 200,000 hours worked (approximately injuries per 100 

workers).  For the purpose of this SQI, the measurement of performance is based on the three-

year rolling average of the annual results. 

During the 2014-2018 period, the three-year rolling average values were negatively influence by 

high values in 2013 and 2014.  In subsequent years the annual values have all been better than 

the benchmark value115. 

 

It is noted that over the 2014-2018 period the current/proposed benchmark values are less than 

either the average of the three-year rolling average results or the average of the annual results.  

In addition, the current/proposed threshold value is higher than the range of annual values 

experienced over the 2014-2018 period. 

Overall, FBC’s proposal to maintain the existing benchmark is reasonable.  However, BCOAPO 

submits that the threshold value should be increased to align more closely with recent results and 

in light of the fact that use of three-year rolling average will dampen the effect of any deterioration 

in a single year’s results.  BCOAPO recommends that the threshold for the proposed MRP period 

be set at 2.0.  Adjusting the threshold value to recognize the improve performance in recent years 

would be consistent with FBC’s proposals regarding First Contact Resolution. 

First Contact Resolution 

 
115 Exhibit B-1-1, Appendix C5-2, p. 6. 
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First Contact Resolution measures the percentage of customers who receive resolution to their 

issue in one contact with FBC.  It is noted that the average results for the 2014-2018 period are 

78%, consistent with the current benchmark value116. 

 

FBC’s proposals to maintain the current benchmark value and to increase the threshold value are 

reasonable, as the later recognizes the improving performance trend. 

Billing Index 

The Billing Index indicator tracks the effectiveness of the Company’s billing processes by 

measuring the percentage of customer bills produced meeting performance criteria. The Billing 

Index is a composite index with three components: 

o Billing completion (percent of accounts billed within two days of the billing due date); 

o Billing timeliness (percent of invoices delivered to Canada Post within two days of file 

creation); and 

o Billing accuracy (percent of bills without a production issue based on input data). 

The objective is to achieve a score of five or less117. 

The annual results for the 2014-2018 period have all been better than the benchmark established 

for the current PBR period118. 

 

In the current Application, FBC proposes to lower the benchmark to 3.0 but maintain the current 

threshold value of 5.0. 

 
116 Exhibit B-1-1, Appendix C5-2, p. 7. 
117 Exhibit B-1-1, Appendix C5-2, p. 8 
118 Exhibit B-1-1, Appendix C5-2, p. 8. 
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Information requests sought comment on why, given the 2014-2018 results, the benchmark 

and/or threshold values were not reduced further for the current MRP period.  In its responses 

FBC pointed to the potential volatility in the annual results and the need to be consistent as 

between the FEI and FBC benchmark/threshold values119.  However, in terms of volatility, 

BCOAPO notes that FBC’s Billing Index’s highest value during the 2014-2018 period is less than 

one-half the current threshold level.  Furthermore, in FEI’s case the highest value (2.63) was just 

slightly more than one-half of the current threshold value.  Also, for FBC the average value over 

the five years was 0.75, while for FEI it was 1.18. 

BCOAPO submits that based on the results from the past PBR period, it would be reasonable for 

customers in both utilities to “expect” a Bill Index performance of less than 1.5.  Also, the past 

results suggest that a threshold value of no more than 3.0 would also be reasonable. 

Meter Reading Accuracy 

The Meter Reading Accuracy SQI compares the number of meters that are read to those 

scheduled to be read.  The annual results for each of the years in the current PBR period have 

all been better than the current benchmark value of 95%120. 

 

FBC’s proposal is to increase both the benchmark and the threshold values. 

The proposed increase in the benchmark value is reasonable as it is consistent with the average 

of the 2014-2018 results.  However, BCOAPO takes the position that in the case of the threshold 

value, it would be more reasonable to increase it to 96%, the lowest value experienced during the 

2014-2018 period. 

Telephone Service Factor 

The Telephone Service Factor (Non-Emergency) measures the percentage of non-emergency 

calls that are answered in 30 seconds121.   

 
119 Exhibit B-10, BCUC IR 1.91.1; Exhibit B-14, BCOAPO IR 2.146.1. 
120 Exhibit B-1-1, Appendix C5-2, p. 9. 
121 Exhibit B-1-1, Appendix C5-2, p. 9. 
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FBC notes122 that the results from 2014 to 2018 were consistent with the benchmark of 70 percent, 

except for 2014 which was negatively impacted by the events such as the first verified meter 

readings occurring after the IBEW labour disruption ended in December 2013, introduction of the 

Residential Conservation Rate, and the integration of the City of Kelowna customers. 

 

In BCOAPO’s view, FBC’s proposal to maintain the current benchmark and threshold values is 

reasonable given the 2015-2018 results. 

System Average Interruption Duration Index (SAIDI) 

SAIDI is the amount of time the average customer’s power is off during the year after adjusting 

for the impact of major events123.  For the purpose of this SQI, the measurement of performance 

is based on the three-year rolling average of the annual results. 

FBC notes that the results were fairly stable for 2015-2016.  However, for the years 2017 and 

2018 the results were influenced (increased) by:  i) the implementation of the Outage 

Management System (OMS), a system used to record distribution outages based on the outage 

start time, ii) wildfires and iii) adverse weather. 

 

Given these factors, FBC is proposing to wait for the actual 2019 results and then propose 

benchmark and threshold values for the MRP period.  FBC is also proposing to change the 

reporting from a three-year rolling average to using the current year value only124. 

FBC’s proposals are further explained in response to BCUC 1.94.3 and BCOAPO considers them 

to be reasonable. 

 
122 Exhibit B-1-1, Appendix C5-2, p. 10. 
123 Exhibit B-1-1, Appendix C5-2, p. 12. 
124 Exhibit B-1-1, Appendix C5-2, p. 13. 
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System Average Interruption Frequency Index (SAIFI) 

SAIFI is the average number of interruptions per customer served per year, after adjusting for the 

impact of major events125. 

The SAIFI results for the 2014-2018 period show the same trends as did the SAIDI result – fairly 

stable over the 2015-2016 period and then increasing for 2017 and 2018.  The reasons are similar 

in that the implementation of the OMS also impacts the SAIFI results, but to a lesser degree126. 

 

FBC’s proposals for setting the SAIFI value for the MRP period are the same as its proposals 

regarding SAIDI and BCOAPO considers them to be reasonable. 

Informational Indicators 

FBC’s current PBR plan uses three informational indicators: 

• Customer Satisfaction Index, 

• Telephone Abandonment Rate, and 

• Generator Forced Outage Rate. 

The Application calls for the continued use of the Customer Satisfaction Index and the Generator 

Forced Outage Rate as information indicators.  It also proposes to adopt an Average Speed of 

Answer index in lieu of the Telephone Abandonment Rate and to adopt a fourth indicator – 

Interconnection Utilization. 

The Company does not believe the Telephone Abandonment Rate is indicative of whether 

customer needs are being met as there is really no way to know why a customer abandoned a 

call, absent asking the customer directly.   Indeed, it notes there may be positive reasons why a 

customer abandoned a call without talking to a customer service representative (e.g., they receive 

the information they were looking for from the recorded interactive voice response or IVR 

 
125 Exhibit B-1-1, Appendix C5-2, p. 14. 
126 Exhibit B-1-1, Appendix C5-2, p. 14. 
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message).  As a result, the Company believes the ASA is more directly related to the customer 

experience, with shorter wait times for customers preferable to longer wait times127. 

BCOAPO agrees that, with the introduction of IVR technology, the ASA is a preferred measure of 

customers’ experience when seeking to contact FBC via the telephone. 

The Interconnection Utilization index is being introduced specifically in response to concerns 

raised by BCMEU128.  As such, BCOAPO defers to BCMEU’s submissions regarding the 

appropriateness of the index. 

B. FEI’s SQIs 

1. FEI AIFR 

Per Table A:C5-1-6, for 2017 and 2018 both the three-year rolling average (RA) AIFR and the 

annual (Ann) AIFR were below the Current Benchmark of 2.08129:  

 

BCOAPO suggests that the current proposal to maintain the AIFR Benchmark at 2.08 and 

Threshold at 2.95 is not sufficiently aggressive as targets for such an important and core value as 

safety. Given that the annual AIFR statistics for both 2017 and 2018 are significantly below the 

2.08 proposal, BCOAPO submits that a more aggressive target such as a benchmark of 1.9 for 

AIFR would be appropriate along with a consequent reduction in the threshold to 2.77. 

2. FEI Billing Index  

The FEI annual results for the 2014-2018 period have all been better than the benchmark 

established for the current PBR period:130 

 
127 Exhibit B-1, Application, p. C-150. 
128 Exhibit B-1, Application, p. C-153. 
129 Exhibit B-1-1, Appendix C5-1, page 7 
130 Exhibit B-1-1, Appendix C5-1, page 10 
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As noted above under FBC Billing Index, BCOAPO submits that based on the results from the 

past PBR period, it would be reasonable for customers in both utilities to “expect” a Bill Index 

performance of less than 1.5.  Also, the past results suggest that a threshold value of no more 

than 3.0 would also be reasonable. 

FBC’s SUPPORTING STUDIES 

1. Lead-Lag Study  

1.1. FBC Proposal 

The 2018 Lead-Lag Study for FBC (per Appendix D3-2) results in a net lag of 9.5 days which is 

an increase of 2.8 days from the previous study’s results currently used by FBC131.  The resulting 

impact (increase) in working capital requirements leads to a $105 k increase in the 2020 revenue 

requirement132. 

1.2. BCOAPO Position  

FortisBC used the same model and methodology consistent with the one established as part of 

the Terasen Gas Inc 2010-2011 Revenue Requirement Application. That 2009 Lead-Lag study 

was reviewed independently by KPMG and approved by the BCUC133. 

Page D-36 of the Application documents the major differences between the current study and the 

one previously used by FBC.  The major change is in the Sales Revenues lag which has increased 

from 46.1 to 49.5 days.  The response to BCUC 1.134.2 explains the reasons for this change.  

Responses to other information requests explain other changes from the previous study134. 

The response to BCOAPO 1.97.1 explains how the results will be used during the MRP period to 

set the annual revenue requirement. 

 
131 Exhibit B-1, Application, p. D-35. 
132 Exhibit B-12, BCUC IR 2.250.1. 
133 Exhibit B-10, BCUC IR 1.132.3. 
134 Exhibit B-10, BCUC 1.134.3 through BCUC 1.134.7. 
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Overall, BCOAPO has identified no issues with the results of the study or its use during the MRP 

period.  However, BCOAPO notes that the proportion of customers on monthly billing has an 

impact on the Study’s results135.  Accordingly, BCOAPO submits that as part of each Annual 

Review, FBC should be required to report any change that has occurred in the percentage of 

customers on monthly billing, and parties should be provided the opportunity to make submissions 

as whether or not the revenue lag should be adjusted. 

2. Shared Services Study  

2.1 FBC Proposal  

Currently, cross charges between FEI and FBC are based on timesheets (Timesheet Approach).  

The Companies propose to allocate these costs based on cost drivers (Cost Driver Approach)136.  

The Application explains that the Cost Driver Approach is more efficient to administer while 

providing an allocation methodology that reasonably represents the sharing of resources.  The 

reason being that a Cost Driver Approach would require minimal timesheets / journal entries to 

be processed, and the cost drivers would require only annual updating with a broader review of 

the shared services model on a longer-term basis137. 

FBC notes that the values used for the cost drivers will be updated annually but changes in the 

cost drivers used would require BCUC approval138. 

2.2. BCOAPO Position  

Based on 2018 actual costs, the change in the treatment/allocation of shared services costs 

decreases FEI’s O&M by $0.34 M and increases FBC’s O&M by a corresponding amount139. 

 

FBC claims that the impact is small when considered in the context of each utility’s total O&M 

costs140.  However, it is noted that the $0.34 M change represents 1.3% of the FEI’s shared cost 

 
135 Exhibit B-10, BCUC IR 1.134.2. 
136 Exhibit B-1, Application, p. D-37. 
137 Exhibit B-10, BCUC IR 1.135.1. 
138 Exhibit B-12, BUC IR 2.251.2. 
139 Exhibit B-1-4, p. D-40. 
140 Exhibit B-1, Application, p. D-40. 
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that are subject to allocation and 4.5% of FBC’s shared costs that are subject to allocation141.  

Looked at in this context, the impact is more material, particularly for FBC. 

While the Cost Driver Approach is simpler to administer, it is less accurate than the Timesheet 

Approach.  BCOAPO asks the BCUC to carefully consider whether the improvement in efficiency 

offsets the loss accuracy, given the resulting impacts. 

3. Corporate Service Study  

3.1. FBC Proposal  

In the Application, FortisBC is requesting approval of the methodologies of allocating common 

corporate service costs from FI and FHI to FEI and FBC142.  This methodology will then be applied 

each year (starting in 2020) to the eligible corporate pool costs at FI and FHI143. 

A portion of costs of the FI corporate services are allocated to FHI, FEI, and FBC on a percentage 

basis.  The allocation is calculated using the following factors: 

• 25% - Controllable operating costs as a percent of all Fortis group operating costs; and 

• 75% - Total assets (excluding goodwill) as a percent of all Fortis group total assets. 

A portion FHI’s costs eligible144 for allocation (including its share of FI’s costs) is allocated to FBC 

and FEI based on the Massachusetts Formula145 which is a commonly used approach. 

3.2. BCOAPO Position  

The allocation methodology has been subject to an external review by KPMG146 and a number of 

information requests during the current proceeding147. BCOAPO has identified no issues with the 

proposal. 

INCENTIVES  

A. FBC’s Incentives  

 
141 Table D4-2 from the Application indicates that the total FEI and FBC costs subject to allocation in 2018 
were $25.392 M and $7.459 M respectively. 
142 Exhibit B-1, Application, D-41. 
143 Exhibit B-1, Application, p. D-52. 
144 Per Exhibit B-1, Application, p. D-49 the pool of eligible FHI corporate service costs excludes certain 
costs that are specific to FHI or its other subsidiaries. 
145 Exhibit B-1, Application, p. D-49. 
146 Exhibit B-1-1, Appendix D-5. 
147 For example - BCUC 1.138.1 through 1.141.5; BCOAPO 1.105.1 through 1.110.3 and BCUC 2.255.1 
& 2.255.2. 
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1. Power Supply Incentive  

1.1. FBC Proposal  

FBC is requesting approval of a Power Supply Incentive (PSI) to encourage the FBC to increase 

efficiency, reduce costs, and enhance performance in the area of power supply. 

Calculation of Eligible Mitigation Benefits (EMB) created by this activity, as compared to a passive 

strategy, are shared with customers on the following basis: 

• the first $7.5 million of any reduction in PPE as a result of optimization activity will be to the 

benefit of customers, and 

• any remaining reduction is apportioned 90 percent to customers and 10 percent to FBC148. 

The Eligible Mitigation Benefit will be calculated by comparing FBC’s actual PPE to the calculated 

PPE under a passive strategy in which FBC did not engage in any active optimization activity, 

and solely relied on its firm contracted resources to meet load149. 

1.2. BCOAPO Position 

BCOAPO has two fundamental concerns with FBC’s proposal. 

• The first is that it is FBC’s job to manage the system so as to minimize costs and it is inherently 

“wrong” to have to incent them to do so. 

• The second is that there is lack of transparency in that the calculation of the incentive will not 

be publicly available but rather submitted as a confidential report to the BCUC150. 

However, if the BCUC does decide to approve the incentive, then the $7.5 M floor – beyond which 

the incentive applies is too low.  The $7.5 M is based on analyses done by FBC which suggest 

that efforts by the Company to reduce Power Supply costs below that based on a “passive 

strategy” would result in annual savings of $7.5 M to $23 M151.  If the purpose of the incentive to 

encourage FBC to do “more” to reduce power supply cost – then it should apply to any results 

over and above what would be minimal efforts.  In BCOAPO’s view, it should apply when FBC 

has “stretched” itself to achieve savings. One way to do this would be to have the incentive apply 

when savings in excess of $15 M have been achieved (roughly the mid-point of the range). 

 
148 Exhibit B-1, Application, p. C-166. 
149 Exhibit B-1, Application, Appendix C-7, p. 8. 
150 Exhibit B-1, Application, Appendix C-7, p. 9. 
151 Exhibit B-10, BCUC IR 1.96.7. 
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2. Customer Engagement Incentive  

2.1 FBC Proposal  

FBC is proposing that it receive an incentive equivalent to 5 basis points if it achieves certain 

annual customer engagement targets over the MRP period152. 

2.2 BCOAPO Position  

As well as the comments noted above (see under heading BASE O&M: New Funding – Customer 

Engagement) – if the BCUC decides to approve such an incentive, the targets are too low. 

Set out below are the customer engagement metrics for 2014 to 2018.  As they show, for FBC 

the results have been increasing by 1% per annum while for FEI they’ve been increasing at 4% 

per annum153. 

 

In both cases the targets (see below) are equivalent to achieving similar growth in the future. 

 

BCOAPO submits that if FBC is going to receive an incentive, it should be for results that go 

beyond the historic trend – particularly if it receives additional O&M funding (as proposed). 

B. FEI’s Incentives 

FEI proposes the additional financial incentives154: 

1) 10 BPS bonus for exceeding forecast growth in RNG; 

2) 10 BPS bonus exceeding forecast load growth for transportation customers; 

3) 5 BPS bonus for exceeding forecast gas conversion activity; 

4) 5 BPS bonus for reducing GHG emissions below forecast; and  

 
152 Exhibit B-1, Application, pp. C-159 and C-164. 
153 Exhibit B-1, Application, p. C-164. 
154 Exhibit B-1, Table C8-1 
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5 BPS bonus for both FEI and FBC for increasing the adoption of digital service channels. 

In our submissions above, BCOAPO has addressed the last proposal. 

Regarding the first four bonus proposals, all pay off for the utility by beating a forecast that is 

supplied by the utility. As such, the utility has a financial incentive to under-forecast each of the 

first three targeted activities.  In BCOAPO’s view, there is no need to provide a further incentive 

to do so. Additionally, due to the fact that the utility earns a margin on increased deliveries 

customers, etc., there is already a financial incentive to increase RNG, transportation load, and 

gas conversions. 

Regarding the fourth incentive, reducing GHG emissions, there is a similar financial incentive to 

over-forecast GHG emissions to grab an easy bonus.  Further, it should be the responsibility of 

the utility to act in a socially responsible way especially in respect of existential threats. As such, 

the bonus should not be approved.    

O&M DETERMINATION DURING MRP 

1. FortisBC Proposal 

Similar to the Current PBR Plans, rates during the Proposed MRPs will reflect the recovery of 

both indexed-based O&M and forecast O&M. For indexed-based O&M, each year the O&M 

expense will reflect the previous year’s indexed-based O&M per customer amount adjusted by 

inflation and then multiplied by a forecast of the Average Number of Customers calculated as the 

twelve-month average of the forecasted number of customers)155. 

2. BCOAPO Position  

Under the current plan the year over year O&M formula is as follows: 

OMt = OMt-1 * [1 + (I-X)] * (1+G/2) 

Under the proposed MRP the year over year O&M formula is as follows: 

𝑂𝑀𝑡 = 𝑈𝐶𝑂𝑀 𝑡−1 × (1 + 𝐼) × 𝐴C𝑡 

Where:  

OM = Indexed-based Operating and Maintenance Expense 

UCOM = Unit Cost O&M 

 
155 Exhibit B-1, Application, p. C-49. 
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t = Forecast Year 

I = Inflation Factor 

AC = Average Number of Customers 

The two formulae are generally the same with one major difference.  Under the current plan only 

50% of the growth in customers was used in the “formula” whereas under the proposed MRP the 

full customer growth is used (Note:  This is achieved by multiplying the previous year’s O&M per 

customer by the number of in the test year). 

In support of this approach FBC argues156 there is a strong linear relationship between O&M and 

number of customers and points to analysis provided in its response to BCOAPO 1.23.1 to 

suggest it is close to 1:1. 

However, BCOAPO submits that there is fundamental flaw in FBC argument and supporting 

analysis.  The analysis just looks at the relationship between actual O&M and number of 

customers and does not account for the fact that the proposed formula also includes an annual 

adjustment for inflation. 

In response to BCOAPO 2.132.2, FBC provide similar analysis but this time based on the actual 

O&M after it has been adjusted for inflation.  The results suggested there was a negative 

relationship between O&M and number of customers.  FBC claims that the results are 

meaningless and should be ignored.  BCOAPO disagrees with this assertion. 

Overall the combined results suggest that: 

o If an annual adjustment for inflation is included, then there is no need for any 

adjustment related to customer growth.  This is supported by the following figure which 

shows that after adjustments for inflation, FBC’s O&M per customer is roughly constant 

– if not declining157.  This would suggest that an MRP formula that included just an 

inflation adjust would be more than sufficient. 

 
156 Exhibit B-10, BCUC IR 1.17.7. 
157 Exhibit B-1, Application, p. B-33. 
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BCOAPO notes that the same result also applies to FEI – see Figure B2-1 from the 

Application. 

o Alternatively, the results from BCOAPO 1.23.1 – which show a roughly 1:1 relationship 

between customers and O&M would suggest that a formula which used customer 

growth – but no inflation adjustment - would also be satisfactory. 

BCOAPO submits that the proposed approach which includes annual adjustment for both inflation 

and customer growth is not appropriate. 

CLEAN GROWTH INNOVATION FUND (THE INNOVATION FUND) 

In short, BCOAPO opposes FortisBC’s proposal for the Innovation Fund.  

First, it is BCOAPO’s position that there are other sufficient alternatives for promoting utilities 

innovation, such as the Natural Gas Innovation Fund, the DSM Innovative Technologies program, 

GGRR-enabled funding for commercial NGT and RNG activities158, as well as the Utilities’ long-

term resource planning159.    

Second, since the main goal of the Innovation Fund is to advance innovation to meet the climate 

objectives set by all levels of government160, it is necessary that prior to approving any customer-

funded projects which promote utility innovation,  the provincial government and the regulator 

establish a province-wide regulatory framework and implementation plan. For example, the 

Reforming the Energy Vision (REV), cited by FortisBC in its Evolution of Innovation Funding Case 

 
158 Exhibit B-10, BCUC IR 1.73.13. 
159 Exhibit B-10, BCUC IR 1.83.1.  
160 FortisBC Final Argument, pp. 224-226. 



 

44 

Study161 was initiated by the Governor of New York State, Andrew Cuomo. Subsequently, the 

New York State Public Service Commission issued Trac 1 Order in the REV proceeding adopting 

regulatory policy framework and implementation plan162.  New York customer-funded REV 

demonstration RD&D projects were filed pursuant to guidelines established by the Trac 1 Order. 

The regulatory framework will provide certainty to all utilities, shareholders, and customers, and 

will assist with overcoming the challenges associated with the diverse capabilities among utilities. 

It is possible that the government and the regulator will decide to create a consolidated fund for 

all utilities to address common needs and avoid duplication of research activities, similar to the 

New York Millennium Fund cited by FortisBC in its Evolution of Innovation Funding Case Study163.  

Additionally, clear guidelines issued by the regulator will enhance consumer protection. For 

example, the REV Trac 1 Order contains special protections for low- or moderate-income 

customers who are not be able to participate in REV benefits. In the Trac 1 Order, the New York 

State Public Service Commission addressed concerns faced by low income customers, including 

the impact of the costs of implementing REV and the need to ensure that the benefits of REV 

accrue to low income communities.164 Similar protections for low and fixed income customers 

should be established by the BCUC prior to approving customer funding of utility innovation 

projects. 

If the BCUC decides to approve the Innovation Fund, then BCOAPO urges for the following 

provisions:  

1. Without clear guidelines from the regulator, the innovation projects should be pre-approved 

by the BCUC annually165, followed by interim reports, followed by a mandatory final report. 

Quarterly monitoring reports may be utilized in the first period. 

2. Innovation activities should be funded volumetrically. BCOAPO submits that charging each 

customer the same contribution for the Innovation Fund is contrary to section 59 of the UCA.  

Collecting the same amount from all customers would be unfair and unduly discriminatory to 

low- and fixed-income customers, who already are facing disproportionate energy cost 

 
161 Exhibit B-1, Application, p. C-136. 
162 State of New York Public Service Commission, CASE 14-M-0101 – Proceeding on Motion of the 
Commission in Regard to Reforming the Energy Vision, Order Adopting Regulatory Policy Framework 
and Implementation Plan issued on February 26, 2015 (the REV Trac 1 Order), online < 
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b0B599D87-445B-4197-9815-
24C27623A6A0%7d >. 
163 Exhibit B-1, Application, p. C-136. 
164 The REV Trac 1 Order, pp. 69 - 70, 84 – 88, 114. 
165 Exhibit B-12, BCUC IR 2.214.13 

http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b0B599D87-445B-4197-9815-24C27623A6A0%7d
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b0B599D87-445B-4197-9815-24C27623A6A0%7d
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burdens and energy poverty.  The same rate rider will disproportionally impact low- and fixed-

income ratepayers burdening them with even higher bills.  

FortisBC alleges that it is fair that all customers fund innovation activities equally since all 

customer types, not just higher volume users, will experience the benefits.166 FortisBC also 

states that the rate rider method is appropriate “if the goal is to collect the same amount from 

all customers, which assumes that all customers should benefit equally from the amounts 

collected” (emphasis added).167 At the same time, FortisBC acknowledges that in some cases, 

high volume customers might experience greater benefits in terms of reduced utility bills 

through the advancement of technology.168 BCOAPO submits high volume customers will 

receive greater benefits from the Utilities innovation projects in most cases.  

Additionally, without special provisions, low income customers will not be able to participate 

the most markets resulting from innovation activities but will bear costs of the Innovation Fund. 

At present, we are unaware of any special provisions that would remove this bar to 

participation. 

3. The Innovation Fund should include low income specific requirements - a requirement to 

allocate a fair minimum spending allowance towards low-income customers. This measure 

will ensure that utilities develop innovation projects beneficial to low- and fixed-income 

customers. Additionally, the External Advisory Council proposed by FortisBC169 should include 

representatives of low-income customers, to ensure that project prioritization and selection 

address low income customers concerns.  

4. A volumetric rate rider should appear as a separate line item on bills for all customers. 

Contrary to FortisBC assertion that embedding the rate rider within existing rates “provides for 

clear and transparent communication”,170 it is BCOAPO position that showing rate riders 

separately in customer’s bills will provide for more transparency and accountability for the 

collected money.  

FortisBC’s Multi Year Rate Plan – Performance Based Ratemaking (PBR) 

A. General Comments 

 
166 Exhibit B-10, BCUC IR 1.79.4. 
167 Exhibit B-10, BCUC IR 1.75.5. 
168 Exhibit B-12, BCUC IR 2.214.7. 
169 Exhibit B-1, Application, p. C-145. 
170 Exhibit B-12, BCUC IR 2.214.5. 
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It would be all but impossible for an outsider observing any rate-setting regulatory process to 

remain unaware of the importance all those involved place on its outcome.  The Utility comes to 

the table needing to attend to two purposes: ensuring its continued operations and satisfying its 

shareholders’ drive for profit.  Ratepayers come to the table with a similar, yet somewhat diverging 

purpose: like the Utility, ratepayers wish to ensure its continued operation but without regard for 

shareholder wealth.  Instead, a well-considered ratepayer agenda is a balanced one: safe, 

reliable, and environmentally and socially responsible service provided at rates that leave no one 

behind.   

Our clients appreciate that in any rate hearing, a regulator’s task is to strike a balance between 

the Utility’s goals and the Ratepayers’ where they conflict and to approve projects, rates, and rate 

structures that are in the public interest.   

In a system where cost of service regulation is meant to protect the interests of captive ratepayers 

by serving as a proxy for a competitive market, that rigorous regulation is the price Utilities pay 

for their monopolistic operations.  Performance Based Ratemaking (PBR) is a comparatively light-

handed form of regulation: one that can reward utilities for positive performance in certain areas 

of their business like – for example - efficiency, customer service, safety, and environmental 

impact reductions or penalize them for unjustifiable failures.  From the utility standpoint, there are 

clear benefits to PBR schemes: less intensive regulatory oversight during the PBR term, saving 

them time and money and decoupling their returns from capital investments.  In the BC model, 

there is also a potential benefit to ratepayers under a well-constructed PBR.  Cost savings in the 

form of decreased regulatory expenses and incentivized efficiencies are created and ratepayers 

share in the financial reward for the utility’s successes.   

However, this form of rate setting is a major departure the regulatory norm, and because of that 

it be structured in such a way that justifies the risk it poses to ratepayers.  If that cannot be said 

to be the case, then, however strong the desire for a PBR might be, it cannot be in the public 

interest and should be rejected in favour of continued cost of service regulation. 

B. FortisBC’s 2020-2024 PBR Proposal 

In its Application, evidence, and Final Argument, FortisBC has been frank about some of what 

many agree are the weaknesses of the current PBR Plan: most notably the clear failure of the 

capital formulas to provide adequate funding for the two respective utilities’ capital expenditure 

needs each year171.  A second critique is that the companies’ previous PBR efforts failed to 

 
171 FortisBC Argument, pp. 22-23, para 46. 
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sufficiently promote the ratemaking innovation seen in other jurisdictions.172  What remains to be 

seen is whether their efforts and evidence are sufficiently compelling in these and all other critical 

areas to justify departing from the default: cost of service regulation. 

 

In its Final Argument, FortisBC identified ten points it addressed to justify its MRP design: 

The five-year term is essential for increasing regulatory efficiency and promoting a long-
term focus for FEI and FBC. 

• The continuation of a formulaic approach for controllable O&M is warranted. 

• The continuation of a formulaic approach for FEI’s Growth capital is warranted. 

• The current inflation factor continues to reflect FEI and FBC’s share of labour and non-
labour costs. 

• A zero percent productivity factor is warranted given declining industry productivity 
growth and FEI and FBC’s efficiency compared to its peers. 

• A forecast of customer growth with true-up is an accurate and theoretically correct 
approach which should be adopted. 

• The continuation of the Earning Sharing Mechanism, with a return to a more traditional 
calculation without a dead band, will increase the incentive power of the plan and 
improve administration and ease of understanding. 

• The proposed Efficiency Carry-Over Mechanism will improve incentives in later years 
of the Proposed MRPs. 

• The continuation of the Off-Ramp provisions is warranted. 

• The continuation of the effective Annual Review process is warranted.173 

 

While all areas engage our clients’ interests, there are three of are of particular concern that we, 

on behalf of BCOAPO et al., will address.  The first is the zero percent productivity factor FortisBC 

is asking to have approved.  The second is the proposed removal of the 50% multiplier on the 

growth factor for O&M and FEI’s growth capital and the third is moving to a capital forecast for 

FBC’s Growth.  Fortis has asserted that these changes are required in order for the Utilities to 

address a number of challenges discussed in its Application, evidence and Final Argument.   

The first is policy direction and mandates from all levels of government towards 

decarbonization174.  Our clients are pleased to see an express acknowledgement from the Fortis 

Utilities of this challenge: FEI in particular.  Of course, it would be exceedingly difficult not to do 

 
172 FortisBC Argument, pp. 22-23, para 46. 
173 FortisBC Argument, p. 37, para 66. 
174 FortisBC Argument, p. 18, section 1.1, starting at para 36. 
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so in the current ecological and political climates: one needs only look to the daily new for stories 

of fires, floods, mass extinctions, unprecedented temperature changes, and Climate Marches to 

see that the winds of change are blowing.  However, it is comforting to our clients to see that their 

utilities are not sticking their figurative heads in the sand because doing so would threaten their 

long-term viability.  However, this acknowledgement cannot be interpreted as an acceptance of 

the targeted incentives FortisBC is proposing as part of this Application.  We will address those 

incentives in a later section of this Submission. 

In addition to the challenges posed by decarbonization policies, FortisBC also cited the following 

as justifications for some of the changes proposed: 

• Rising customer expectations with respect to service, engagement channels and keeping 
pace with other service providers175;  

• An increased need for engagement with stakeholders and Indigenous communities as a 
result of stakeholder activism and provincial and federal policy changes176;  

• An increased need for maintenance and investment in our aging infrastructure to continue 
to provide safe, reliable services along with increased need to provide for physical and 
cyber security177; and 

• An increased need for innovation and the adoption of new technologies to improve 
operations, enhance customer service levels and meet decarbonization policy 
objectives178. 

 

1. PBR/MRP Success and ROE 

In its Final Submission, FortisBC took issue with the statement made by BCOAPO’s Expert Mr. 

Russ Bell that the fact that the two Fortis utilities have been able to achieve their approved ROE 

in the past does not necessarily mean that they will continue to do so in future.179  This is, in our 

submission, the only meaningful evidence that exists about the success of the plan.  It is 

interesting then that FortisBC states that the current PRB plans are successful and warrant the 

continuation of an MRP for FEI and FBC180 but the only evidence we have that it is a success is 

the Utilities’ achievement of their ROE.   

 

 
175 FortisBC Argument, p. 19, section 1.2, starting at paragraph 38. 
176 FortisBC Argument, p. 20, section 1.3, starting at paragraph 41. 
177 FortisBC Argument, p. 21, section 1.4, starting at paragraph 43. 
178 FortisBC Argument, p. 22, section 1.5, starting at paragraph 44. 
179 FortisBC Argument, p. 27, para 54. 
180 FortisBC Argument, p. 7, para 10. 
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2. O&M Savings in the PBR 

In tables B2-2 and B2-3181, FortisBC presents the O&M savings it has achieved in the current 

PBR, including total savings to its customers: $56.8 million in savings to customers for FEI and 

$15.2 million in savings to customers for FBC.  In fact, Fortis states that FEI’s actual formula O&M 

per customer (adjusted for inflation) decreased by 16% from 2013 to 2019 and FEI’s total O&M, 

adjusted for inflation, has decreased by 13%.182  FBC’s actual formula O&M per customer 

(adjusted for inflation) decreased by 12% and FBCs total O&M decreased by 14%.183  BCOAPO 

is left to wonder why, in a situation where there was a clear reduction in O&M per customer 

FortisBC wishes to make the formula linear?  There is, in BCOAPO’s submission, no compelling 

evidence on record to show that the trend of declining O&M per customer is about to end so there 

should continue to be a factor applied to this value.  If this is not done, ratepayers will be paying 

for a large incremental bump in the two utilities’ funding to the benefit of the companies’ 

shareholders.   

We note that the MRP the Utilities are proposing is one where this and a number of other proposed 

changes are actually going to decrease the benefit customers see, not increase it or even hold it 

steady.  The Utilities cannot expect ratepayers to allow them to point to the results of the past 

without regard to the unjustifiable and negative effects of what they propose. 

3. Introduction of a 0% Productivity Factor 

The Utilities’ position that a Zero Productivity Factor, if put into action, will create significant 

incremental funding for their use, an increase of O&M of approximately $54 million for FEI and 

$15 million for FBC184.  Further, Fortis asserts that there is, based on their interpretation of 

productivity growth in other jurisdictions an industry-wide move to lower X-Factors.  That, they 

allege, in addition with their operation under PBR in the past, is ample justification for their 

proposed move to a zero percent X-Factor.   

However, BCOAPO notes that in Alberta there was a reduction in their X-Factor to +0.3%185 and 

while this admittedly represents a reduction in their first generation PBR in recognition that the 

low hanging efficiency fruits have been picked, it was certainly not a move to zero like FortisBC 

 
181 FortisBC Argument, p. 9. 
153  FortisBC Argument, p. 10, para 15. 
183 FortisBC Argument, p. 10, para 15. 
184 This is derived from Tables B2-2 and B2-1 on p. 9 of the FortisBC Argument.  Mr. Bell advises that if 
one sums column E of these tables, the savings to the Utilities related to the proposed change in the PIF 
are $54.4 million for FEI and $15.2 million for FBC. 
185 AUC Decision 20414-D01-2016 (Errata), para 169; FortisBC Argument, p. 63, para 133. 
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has proposed.  BCOAPO also notes that in Ontario where utilities have operated on PBR models 

for years, the OEB set their X-Factor for the amalgamated Union and Enbridge Gas utilities at 

+0.3%186: again, not zero.  Third, in the Régie de l’énergie’s final decision on the X-Factor 

determination for Hydro-Québec Distribution, the Régie set Hydro-Québec Distribution X-Factor 

at +0.3 percent187.  While the 0.3% PIF appears to be a stretch factor, it is still included in the X 

factor and, contrary to FortisBC’s argument, the trend we have just described is a decline, not a 

move to zero.   

In our submission, if the Commission was to approve a zero percent X-Factor, this would make 

the O&M linear, creating significant incremental funding that renders the plan entirely too 

generous to the benefit of only the utilities.  The evidence is that Fortis has managed its costs per 

customer at a pace that is much lower than inflation, and in fact sees declining costs.  In our view, 

the quantum of the generosity the Utilities have proposed they benefit from obviate any purported 

need for changes to the model, particularly removing the 50% growth factor. 

4. Removal of the 50% Growth Factor for O&M and FEI Growth Capital. 

FortisBC asserts that, in the current PBR, it was not provided sufficient funding for growth 

capital188.  Fortis proposes to change the Growth Capital formula to: 

GC t = UCGC t-1 * (1 + I) * GCA t 

In this instance, t is the test (or forecast) year, and I is the inflation factor and is lagging by one-

half year. The I-factor is a composite inflation factor including 45 percent BC-CPI plus 55 percent 

BC-AWE. The half year lag is accomplished by comparing the most current July to June period 

with twelve months prior July to June period.  The UCGC is the Unit Cost Growth capital, and 

GCA is the Gross Customer Additions forecast.189 

Proposed changes to Growth Capital include: 

(a) Re-scoping and rebasing to a 2019 Unit Cost Growth Capital Base: FEI has added 
Distribution pressure system improvements to the scope of Growth capital, as it is similarly 
driven by customer growth. The 2019 Base unit cost is the average 2016-2018 actual 
Growth capital costs per Gross Customer Addition, with adjustments for known and 
measurable changes. The Base Growth capital amount is set out in Part Five of this Final 
Submission. 

(b) A forecast of Gross Customer Additions: FEI proposes to forecast Gross Customer 
Additions in each Annual Review, subject to a true-up in each subsequent year. This 

 
186 FortisBC Argument, p. 62, para 129; p. 63, para 131. 
187 FortisBC Argument, p. 64 para 135. 
188 FortisBC Argument, p. 43, para 85 and Figure B2-3. 
189 FortisBC Argument, p. 44, para 87. 
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removes the 50 percent lagging growth factor approach used in the Current PBR 
Plans. The use of the Gross Customer Additions is discussed immediately below, while 
the forecast approach is discussed in Part Three, Section G of this Final Submission. 

(c) Implied zero productivity factor: This is discussed in Part Three, Section F of this Final 
Submission.190 

FortisBC proposes a similar approach to O&M. 

OM t = UCOM t-1 * (1 + I) * AC t 

As in the previous formula, t is the test (or forecast) year and I is the inflation factor and is lagging 

by one-half year. The I-factor is a composite inflation factor including 45 percent BC-CPI plus 55 

percent BC-AWE. The half year lag is accomplished by comparing the most current July to June 

period with twelve months prior July to June period.  However, in this case, UCOM is the Unit 

Cost O&M and AC is the forecast of average number of customers. 

First, BCOAPO is compelled to note that these proposed changes are incremental to the 

introduction of the zero PIF and serves to increase the Utilities’ funding above and beyond the 

increases we have already discussed above.  

In paragraph 166 of its Argument, Fortis states: 

• The correlation coefficient between FEI’s number of new attachments and actual formula-
related Growth capital costs is close to 0.95. 

• The correlation coefficients between the average number of customers and actual formula 
O&M expenditures for FEI and FBC are calculated at 0.95 and 0.90 respectively. 

• Similarly high correlation coefficients of .90 and .92 for Growth capital and O&M were 
shown to exist for 2004 to 2009, where data was available. 

While we recognize that a party’s position on issues can change over time, and their chosen 

approaches with them, it is of no small concern to BCOAPO that FortisBC’s approach within this 

Application lacks internal consistency.  The Utilities happily rely on the correlational relationship 

when it suits them, but discount it utterly when it doesn’t.  First, in its Argument the Utilities said 

“FortisBC also provided regression analyses, as requested by BCOAPO, which supports 

FortisBC’s proposal to remove the 50 percent multiplier.”191  However, it then goes on to say, 

“FortisBC emphasized that the regression analysis has limitations, and that it is not appropriate 

to rely on the slope of a regression line constructed with only six data points to forecast FortisBC’s 

incremental costs.”192  The Utilities seem to want it both ways, claiming that the regression 

demonstrates the 50% adjustment to the growth factor is not needed, yet the regression is not 

 
190 FortisBC Argument, p. 44, para 88. 
191 FortisBC Argument, p. 78, para 169. 
192 FortisBC Argument, p. 78, para 170. 



 

52 

good enough to use to forecasting the relationship between customers and costs.  The best guess 

we can make is that FortisBC is saying that there is a strong relationship, but they do not know 

what the relationship is.   

Then Fortis makes an even more baffling statement. 

The use of a multiplier on the growth factor should also not be imposed as it will duplicate 
the role of the productivity factor, which explains why all other jurisdictions, except one, 
use a 100 percent growth factor.229 The apparent rationale for a multiplier on the growth 
factor is to take into account the impacts of economies of scale.  However, the economies 
of scale achieved by the utility are already factored into the Base O&M and any benefits 
of economies of scale going forward are included in the productivity factor. If the 
productivity analysis shows that a zero productivity factor is warranted, then there can be 
no justification for imposing an additional positive productivity factor “through the back 
door” on the growth factor. As the zero value productivity factor already reflects the 
realization of economies of scale, any adjustment to the growth factor to reflect economies 
of scale will be double-counting the realization of economies of scale during the term of 
the Proposed MRP. These points are developed further below.193 

With respect, this is totally illogical.  Given that the productivity factor is zero, BCOAPO cannot 

see how there is any duplication. 

As demonstrated by Mr. Bell, the trend in O&M is for flat O&M per customer194.  This clearly 

indicates that there is a declining cost per customer on an inflation adjusted basis.   

As discussed above, in tables B2-2 and B2-3, FortisBC summarized the purported O&M efficiency 

savings attributed to customers.  The Utilities then stated FEI’s actual formula O&M per customer 

(adjusted for inflation) decreased by 16% from 2013-2019 and FEI’s total O&M, adjusted for 

inflation, has decreased by 13%.195  They also asserted that FBC’s actual formula O&M per 

customer (adjusted for inflation) decreased by 12% and FBC’s total O&M decreased by 14%.196  

This alone indicates that the FortisBC proposal to increase O&M per customer by inflation alone 

is incorrect.  Based on Fortis’ own admission, the relationship is not linear as they have asserted.  

 This is supported by the slopes produced by the regression analysis.  As noted in our expert 

consultant Mr. Bell’s evidence, the slope for FEI is between 0.332 and 0.261197, and for FBC it is 

between 0.377 and 0.245.198  Quite frankly, FortisBC’s plan to use a flat O&M per customer 

without any adjustment is not supported by the evidence.  The fact of the matter is, if the 

 
193 FortisBC Argument, p. 79, para 173. 
194 Exhibit C7-5, A-9, pp 8-10. 
166 FortisBC Argument, p. 10, para 15. 
196 FortisBC Argument, p. 10, para 15. 
197 Exhibit C7-5, A-9, p. 9. 
198 Exhibit C7-5, A-9, p. 9. 
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relationship is supported by regression, then the slope is informative, and then the 50% 

adjustment factor is more than generous.   

While Fortis may disagree with the use of the slopes in the regression analysis, it is the only 

empirical evidence of the relationship between costs and customers.  Given the strong correlation 

coefficients, it is our position that one must consider using the slope as the adjustment factor.  

The 50% adjustment factor is the starting point, and there is nothing on the record that indicates 

any move up from there is warranted.  In fact, based on Mr. Bell’s evidence199, it would be entirely 

reasonable to use a 30% adjustment factor (0.3*cost per customer) in this MRP.  

5. Moving to a Forecast for FBC Growth capital. 

The Application has indicated FBC’s intention to move to a 5-year forecast of growth capital200.  

This impacts the incentive properties of the MRP201.  There are also trade-offs between operating 

and capital costs202: companies can invest in capital to save O&M or conversely, delay capital 

investments, resulting in higher O&M.  There are links between O&M and Capital so the two 

cannot realistically or fairly be evaluated independently.  If we were to, as FortisBC has proposed, 

moves one of the two linked factors out of the formulaic approach, it mutes the incentive properties 

of the MRP, as it is a return to COS regulation for that portion.   

Further, Mr. Bell states “when I have been involved in forecasting, the further out one forecasts, 

the less reliable the forecast is, and the more an uncertainty premium one puts into the forecast.203  

While Fortis may assert that no such premiums were included explicitly in any forecasts, they 

must have been there implicitly.  When one puts a forecast together, the further out the forecast, 

the more uncertainty exists, and the more one must price that uncertainty into the forecasts.  If 

there was no explicit adjustment, there most certainly was an implicit adjustment included by 

those individual managers that prepared the forecast.   

Based on the foregoing, BCOAPO recommends that, if the Commission does approve the Utilities’ 

application for a PBR, that it order FortisBC to return to a formulaic approach to FBC growth 

capital.   

B. PBR – BCOAPO Conclusions 

 
199 Exhibit C-7-5, A9, pp 8-10. 
200 FortisBC Argument, p, 30; Exhibit B-1, Table C-5. 
201 Exhibit C7-5, A11, pp. 11-12. 
202 Exhibit C7-4, A11, pp. 11-12. 
203 Exhibit C7-5, A12, pp. 12-13. 
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BCOAPO has already noted that FEI and FBC have achieved their formula returns in each of the 

years of the prior MRP/PBR.204  While our expert Mr. Bell acknowledged that achieving the 

allowed ROE is not a perfect indicator of success205, it is the only empirical evidence of whether 

all of the components of an MRP/PBR work when put into operation together.  Given that this is 

the case, he felt the question was clear: why are the changes FortisBC is asking for necessary?  

Why are they needed?  We have demonstrated that the removal of the PIF will increase funding 

to the two utilities combined by approximately $70 million206 and there is certainly no sufficiently 

compelling evidence to justify enriching their operations by such significant amounts on the backs 

(and pocketbooks) of their captive ratepayers.  Rubbing salt in the wound, removing the 50% 

growth factor adjustment provides additional revenues to FortisBC, despite the clear evidence 

that the unit costs are on a declining cost curve. 

All in all, our clients are unimpressed by these proposals and FortisBC’s attempts to justify them.  

As we have said before, PRB is not a right. It is not a norm.  It is a marked departure from the 

rigorous Cost of Service regulation intended to protect ratepayers like our clients from the actions 

of utilities who owe their fealty not only to their customers but their shareholders: shareholders 

that are jealous of their dividends.  As such, any PBR plan must be solid: justified and justifiable.  

In our view, FortisBC’s current plan is neither and as such, the Commission has two options: 

reject the MRP/PBR in its entirety and return to CoS regulation until the Utilities bring forward a 

more balanced and justifiable PBR model or, make modifications to what is currently proposed.  

Should the Commission determine that a modification is appropriate then our clients respectfully 

submit that, at the very least, the Utilities’ X factors should be +0.3%, consistent with other 

jurisdictions, the adjustment to the growth factor should be between 30% and 50%, and FBC 

growth capital should return to a formulaic approach. 

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED: 
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