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September 17, 2018

British Columbia Utilities Commission
Sixth Floor, 900 Howe Street
Box 250, Vancouver, B.C.
V6Z 2N3 

Attention: Patrick Wruck, Commission Secretary

Kaslo Senior Citizen’s Association Branch #81 Submission on Further Process
FortisBC Inc 2017 Cost of Service Analysis and Rate Design

KSCA#81, having considered all of the evidence and information currently before the Commission in this 
hearing, still wishes to further examine FortisBC (FBC) on the component parts used to design the Basic 
Customer Charge (BCC) rate.

The manner in which the BCC has been determined historically, the manner in which it was set in the order 
(G-156-10) after the 2009 rate design hearing, and whether FBC’s recommended BCC rate is set by order 
at the end of this hearing materially impacts the design of both the Tier 1 and Tier 2 rates or the proposed 
flat rate.

Garfield and Lovejoy, in their seminal work Public Utility Economics and the Washington Utilities and 
Transportation Commission (WUTC), have a much stricter definition of what constitutes customer costs 
than the Minimum System method used by FBC to allocate BCC costs.

Determining whether certain distribution and other related costs are rightly or wrongly being categorized as 
BCC costs goes to the heart of the discussion over how Bonbright Principles 2 and 3 should be utilized in 
the setting of the BCC and subsequent energy rates.

In this context KSCA#81 firmly believes that only when clarity exists over whether each component of the 
current BCC is either a true customer cost, vis a vis principles expounded by Garfield and Lovejoy and 
implemented by WUTC, can it be determined if intra-class subsidization has occurred within the residential 
class of customers (see C2-9, BCSEA/SCBC Response to BCOAPO IR#1.5.i). 

If the Commission believes that enough evidence and information is to hand for them to make a 
determination on the BCC components, then KSCA#81 accepts that there is no further need to hold an oral
hearing on the issues.

KSCA#81 currently does not feel that it has enough information to make that case competently in final 
argument. On the one hand KSCA#81 notes that, in accordance with Garfield and Lovejoy, customer costs 
strictly should only include:

“...meter reading, billing, collecting and accounting, and the costs associated with such company property 
as metering equipment and service connections”.  

KSCA#81 therefore wishes to simply ask FBC: which of the current BCC cost components currently fall 
outside that definition and why they are currently included within BCC costs instead of in the energy rate 
compenent (Garfield and Lovejoy, The Essentials of Rate Regulation, Pricing Policy, Public Utility 
Economics, 1964, p 154).

Consequently KSCA#81 believes that the Commission has a number of options before it:
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It could allow KSCA#81 to ask some supplementary questions on the BCC component costs.

Further, it could, if it desires the two-principle residential customer components, KSCA#81 and 
AMCS/RDOS, to come closer together, propose a settlement conference for the residential class 
component of the hearing.  

Holding a settlement conference on the residential rate design and structure would, in the opinion of 
KSCA#81, go a long way towards helping resolve some of the acrimony that exists between the Company 
and its residential customers. 

Sitting in the same room and hammering out a common agreement on the component parts of the 
customer charge and rate structure would go a long way towards rebuilding confidence in the utility and its 
service.

Finally, if the Commission does decide that it is necessary to hold an oral component, the preference would
be for access by video conference rather than travel to either Kelowna or Vancouver as Mr Shadrack 
cannot leave the community of Kaslo for any length of time before October 20th.

In conclusion, KSCA#81 reluctantly accepts that if no settlement conference is proposed, then Final 
Argument should be in writing, and at least a month given for the writing of that final argument because of 
other time commitments.

All of which is respectfully submitted,
Andy Shadrack
for Kaslo Senior Citizen’s Association Branch #81




