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Attention: Ms. Marija Tresoglavic, Acting Commission Secretary 
 

filed online 
Dear Ms. Tresoglavic: 
 
Re: FortisBC Inc. (FBC) 
Annual Review for 2020 and 2021 Rates 
 
This is the final argument of the Movement of United Professionals (MoveUP) in the first 
Annual Review in FBC’s 2020-24 Multi-year Rate Plan. If follows close on the heels of the 
establishment of the MRP pursuant to the Commission’s June 22 2020 Order G-166-20.  
 
INTRODUCTORY OBSERVATIONS 
 
While our client supports the relief sought by FBC in this proceeding (as modified by the 
Evidentiary Update) we submit that the content of this year’s Annual Review should be 
regarded as somewhat provisional in nature, for two reasons. 
 
The first is that the utility is so recently “out of the gate” in the MRP. FBC filed the 
Application, Exhibit B-2, less than two months after the Order determining the terms of the 
MRP was issued. It is too early to determine what start the company is off to at this point. 
Certainly there has been too little time for the framework of incentives and accountabilities 
set out in the Order to have meaningful impact except in the most preliminary way. 
 
The second is that this Annual Review is conducted in the midst of the COVID-19 pandemic 
and the associated global economic crisis, neither of which has spared British Columbia. It 
has struck like a massive cross-wind that will inevitably take the utility and its customers 
off-course in relation to their best plans and intentions. When and how we will emerge 
from the twinned crises in public health and the economy remain to be seen. 
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All of this before mentioning the deepening climate crisis and the pending, unforeseeable 
changes in the ways that energy will be provided and used in the British Columbia 
economy over the coming years. 
 
Next year’s Annual Review should be far more telling, give us a much better sense of how 
well the utility, its customers and its MRP have stood up to the challenges of 2020-21. 
 
RELIEF SOUGHT IN THE APPLICATION 
 
In Exhibit B-2, at pages 2-3 FBC initially requested the following orders from the 
Commission: 
 

1. Existing 2020 interim rates be made permanent, effective January 1, 2020; 

 

2. A permanent rate increase of 6.37 percent, effective January 1, 2021; 

 

3. The following deferral account approvals, as described in Sections 7.7 and 12.4: 

• Creation of rate base deferral accounts for the following regulatory 

proceedings: 

o Annual Reviews for 2020 to 2024 Rates, with balances to be 
amortized in the following year; 

o 2021 Long-Term Electric Resource Plan (LTERP); 

o 2020 Cost of Service Analysis (COSA) filing; and 

o BCUC-Initiated Inquiries, with balances to be amortized in the 
following year; 

• Creation of a rate base deferral account to capture costs related to the 

Indigenous Relations Agreement (Huth Substation); 

• Creation of a rate base deferral account to capture the costs of the 2021 

triennial Mandatory Reliability Standards (MRS) audit; 

• Draw down of the 2018-2019 Revenue Surplus deferral account in the 

amount of $3.326 million in 2020 and $1.410 million in 2021, bringing the 

account balance to zero; and 

• The previously approved 2020 Revenue Requirement Application deferral 

account to be renamed to the 2020-2024 MRP Application deferral account, 
and amortized over a five-year period beginning January 1, 2020. 



Page 3 
 

4. To record COVID-19 incremental costs and related savings from 2020 and 2021 

into the previously approved COVID-19 Customer Recovery Fund Deferral Account, 

as discussed in Section 12.2.1 of the Application. 

 

Pursuant to section 44.2(3) of the UCA, acceptance of a capital expenditure schedule 

consisting of the capital expenditures for the Playmor Substation Upgrade Project, 

as described in Appendix B. 

 
The Application (Exhibit B-2) projected a decreased 2020 load, driven by reductions in the 
residential, commercial, wholesale, lighting and irrigation classes which were partially 
offset by an increase in the industrial load. For 2021, the Application forecast an increased 
load driven by increasing industrial, commercial and wholesale loads partially offset by a 
lower residential load. 
 
EVIDENTIARY UPDATE 
 
In the Evidentiary Update, Exhibit B-14 dated October 28, FBC reported a series of 
adjustments to various elements of the Application. The most significant was an upward 
revision to the customer count and a resultant increase in the load forecast. In addition to 
bringing small increases in formula O&M for 2020 and 2021, these changes will enable the 
utility to reduce its cost of energy by facilitating opportunistic access to low market energy 
prices during the 2021 freshet: 
 

FBC has had a strong start to its 2020/21 PPA contract year due to colder than 
expected conditions in October (the contract year runs from October 2020 to 
September 2021). This means that FBC has been able to schedule more PPA energy 
than expected. Because FBC has been able to take more PPA than planned, the 
amount of PPA that FBC is obligated to take later in the contract year is reduced, 
thus increasing the potential opportunities to purchase less expensive energy 
during low market conditions in the spring of 2021.1 

 
FBC also reported on Statistics Canada updates to its Average Weekly Earnings (AWE-BC) 
indices for May and June of 2020, which in combination have a net zero impact on Formula 
O&M, and adjustments to deferral account amortization expenses. 
 
In the Update, FBC advised the Commission that “Workshop Undertakings or previously 
identified in responses to Information Requests (IRs), have resulted in FBC revising its 
requested 2021 rate increase from 6.37 percent to 4.36 percent.” It continued to propose 
that the previously-established 2020 interim rates be made permanent without 
modification.  
 
This prompted a second round of Information Requests concerning the Update, in which 
FBC explained its proposal that there be no adjustment in 2020 rates on the basis that the 

                                                        
1 Exhibit B-14 p. 2 
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year will be largely spent by the time any change could be determined.2 MoveUP agrees 
that this approach is reasonable. 
 
PLAYMOR SUBSTATION 
 
It is perhaps early in the MRP to expect many controversies to arise. Probably the most 
significant one in this Annual Review concerns FBC’s decision to seek approval for the 
$10.922 million upgrade to the Playmore Substation. 
 
MoveUP submits that FBC has made out a strong business case for the project, set out in 
Appendix B to the Application. 
 
Probably more noteworthy from a regulatory practice perspective is FBC’s decision to 
proceed by way of an application approval of an Expenditure Schedule under section 
44.2(3) of the UCA, rather than within the framework of the MRP’s treatment of capital 
expenditures, despite the fact that this project falls well within the $20 million CPCN 
threshold.  
 
This issue was addressed in Exhibit B-6, FBC’s response to BCUC IR1 14.1. FBC argues that 
“the CPCN threshold . . . does not preclude FBC from applying for acceptance of capital 
expenditures under section 44.2”. It sets out four principal rationales for proceeding in this 
manner: 
 

• difficulty forecasting the growth-driven project arising from new load requests; 

• the undefined nature of the growth project at the time of the MRP application; 

• the magnitude of the project, which would have (in the vernacular) blown a hole in 

the MRP’s approved capital forecasts; and 

• the Commission’s past practice under the former PBR of accepting “Special Projects” 

capital expenditures under s, 44.2, including the Ruckles Substation Rebuild at 

$8.288 million. FBC has characterized Playmor as a “Major Project” notwithstanding 

that it is below the CPCN threshold in the MRP and asks that this category be treated 

similarly. 

The treatment of capital expenditures bedeviled the 2014-19 FortisBC PBR plans. Here it 
has arisen again, so early in the MRP, this time in the realm of growth capital. 
 
When it comes to capital projects that are necessary to maintain reliable service to 
ratepayers, it is important that the tail not wag the metaphorical dog: the constraints of the 
regulatory regime should not override operational necessity. Processing Playmor within 
the MRP capital forecast structure would risk crowding out other necessary projects. 
Perhaps the $20 million CPCN threshold for FBC is too high, but in any event it makes sense 

                                                        
2 Exhibit B-21 CEC IR2 26.1 
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that the regime retain space to accommodate substantial one-off projects that are needed 
are not well-accommodated by the MRP structures. It may make sense to acknowledge a 
“grey zone” below the $20 million threshold where CPCN treatment of individual capital 
projects may be available, at the option (and perhaps upon the onus) of FBC. 
 
MoveUP supports approval of the Playmor Upgrade expenditure schedule, and notes that 
the Commission and interveners should be prepared for the possibility of other capital 
“sore thumbs” as the MRP works its way ahead, perhaps even more so given all of the 
economic and other uncertainties in which the utility is now operating. We should avoid an 
approach that replicates the difficulties that arose on the capital side in the PBR, where 
utility management strove to meet the regulatory structure’s constraints by deferring 
projects until the latter years of the term.3 
 
PANDEMIC RESPONSE 
 
The maintenance of electricity supply to British Columbian homes, businesses and public 
institutions is obviously a critical aspect of weathering the twin storms of pandemic and 
recession. Meeting that challenge involves both internal and external responses: measures 
to protect and maintain the workforce and their operations, and measures to respond to 
the distress of many customers. 
 
In terms of the utility’s internal responses to the crisis, the union and management 
established protocols early in the pandemic to enhance communication and coordination to 
address keeping the workforce safe and healthy. FBC elaborated the measures that have 
been taken in its response to MoveUP IR 3.1 and 3.1.1, in Exhibit B-9. As of the Workshop 
on October 21, five FortisBC utility employees had become ill, two of whom had recovered 
at that time, with no employee-to-employee transmissions (Transcript p. 70). 
 
In relation to measures to assist customers through the economic crisis, FBC’s Customer 
Recovery Fund had seen a rather modest uptake, as of the date of the proceedings, with 
early prospects of a high level of recovery of deferred bill payments (see Exhibit B-9, 
MoveUP IR 1.1 and 1.2). The course of the pandemic and economic downturn will 
determine the final outcome of this program; hopefully the crisis will be behind us by the 
time of next year’s Annual Review, and we will all have access to a complete picture of the 
performance of this program. 
 

                                                        
3 APPENDIX A to Order G-38-18  at p. 11: 

    With respect to its capital spending during the PBR term, FBC states that it: 
 …has been successful in mitigating some of the cost pressures through efficiencies and work 
prioritization. However, the cost pressures have exceeded the Company’s ability to re-prioritize 
further work within the formula capital spending envelope without incurring more risk to the 
system. As well, previous work that was delayed is now considered essential or mandatory work 
and cannot be deferred further. To mitigate this risk exposure, FBC has increased its planned 
sustainment activities in 2017. 
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SERVICE QUALITY INDICATORS 
 
Service Quality Indicators are a matter of particular interest to the Union, as they provide 
metrics that directly concern aspects of the work of its members, which may reflect issues 
including staffing levels, work organization and workload, and workplace safety.  
 
Bearing in mind that we are still in early days in the MRP, FBC is off to a good start. All of its 
SQI scores are superior to their respective thresholds. A new “information al indicator”, 
Average Speed of Answer, has so far shown a 2020 level of performance that is superior to 
results in the preceding five years.4  Given that much of the current year’s data comes from 
a time of pandemic, with call centre workers rotating between the employer’s premises and 
their home-workplaces, this is a remarkable achievement.  
 
It may be expecting too much to anticipate that this level of performance can be maintained 
through to the end of the health emergency, but we submit that the diligence of the 
workforce should be recognized and commended. 
 
CONCLUSION 
 
We repeat our concluding comments in MoveUP’s Final Argument in the FEI Annual 
Review: 
 
MoveUP submits that the current annual review and the determinations that will come out 
of it are in the nature of “markers” at this juncture of the extraordinary uncertainties of our 
times. We submit that FEI has appropriately justified the orders sought in the application, 
based on the evidence available. 
 
The Annual Review for 2021 and 2022 Delivery Rates will be more telling. We all have a 
difficult time ahead of us. May everyone take good care and be well. 
 
All of which is respectfully submitted. 
 
Yours very truly, 

ALLEVATO QUAIL & ROY 

 
per Jim Quail 
Barrister & Solicitor 
 

                                                        
4 Exhibit B-2 Table 13-10 


