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Industrial Customers Group (“ICG”) 
  Information Request No. 2 

FortisBC Energy Inc. and FortisBC Inc. (“FBC”) 
Multi-Year Rate Plan Application for 2020–2024 – Project No. 1598996 

 

1.0 Reference:   Exhibit B-1, Section 5.3.2, page D-44 
 
““[T]he functional areas of FI used to provide corporate services include the board of directors, 
executive, financial reporting, treasury and taxation, legal, planning and forecasting, internal 
audit, insurance/risk management, investor relations, human resources, communications and 
corporate affairs, information systems and cybersecurity”. 

1.1 Please provide an analysis of the $8,382,508 allocation of 2018 forecast to 
FHI (per Exhibit B-1-1, Appendix D5, Table 5.5) by these functional areas. 

1.2 Please provide a table of the percentages charged to Fortis Inc other 
subsidiaries, as listed in note 1 to Figure 4.1 of Appendix D5. 

1.3 Please demonstrate that the most recent acquisitions of US based utilities have 
not caused the allocation to BC based subsidiaries to increase. 

2.0 Reference:   Exhibit B-1, Table C2-16 

2.1 Please confirm that all the activities listed in Table C2-16 are currently being 
performed by FBC, and that the proposed increase in 2019 Base O&M for 
these activities is to recover “incremental” costs of these activities?  

3.0 Reference:   Exhibit B-1, C-55 and Exhibit B-10, BCUC IR 1.60.4, Table 2 
 
“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.”   

3.1 Please confirm that the Capital Exclusion Criteria (established to exclude 
certain projects under the Current PBR Plan from the PBR Base Capital) are 
proposed to be used to distinguish Major Projects from Regular Capital 
Expenditures? 

3.2 Please identify any differences relevant to the inclusion of projects or the 
recovery of project costs in PBR Base Capital under the Current PBR Plan and 
in Regular Capital Expenditures under the MRP Plan? 

3.3 Please confirm that the cost of projects that have not yet been identified may be 
included with Regular Capital Expenditures? 

3.4 Please confirm that the response to BCUC IR 1.60.4, Table 2, provided a list 
of all capital projects to be included in Major Projects during the MRP Plan? 
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3.5 Does FBC propose flow-through treatment of the variances between forecast 
and actual costs of Major Projects?   If so, please explain why the risk of such 
variances should be borne by ratepayers?   

4.0 Reference:   Exhibit B-1-1, Appendix D5, Section 5.4 
 
KPMG states “Following a review conducted by an external consultant in 2017, Fortis uses 
controllable operating costs as well as total assets (excluding goodwill) to determine the allocation 
of the general cost pool”.    

4.1 Please provide a copy of the referenced consultant’s report.  

5.0 Reference:   Exhibit B-1-1, Appendix D6-2, KPMG Overhead Capitalization Methodology 
  Review 
 
KPMG states “Following a review conducted by an external consultant in 2017, Fortis uses 
controllable operating costs as well as total assets (excluding goodwill) to determine the allocation 
of the general cost pool”.    

5.1 For the periods 2014-2018 and for the test period please provide: 
Unloaded gross capex ($000) 
Direct Overhead capitalized ($000) and 
Capitalized overhead ($000) 

5.2 Please express both direct overhead capitalized and capitalized overhead as 
percentages of unloaded gross capex. 

5.3 Please describe how FBC treats direct overhead and overhead capitalized for 
tax purposes. If the methods differ, please provide rationale. 

5.4 Appendix D6-2, Section 7.2.1, Table 2 calculates the capitalization rate of 
Market Development and External Relations function to be 22%.  Please 
describe the full range of services provided by this function and explain how 
more than 20% of its efforts support capital projects. 

5.5 Appendix D6-2, Section 7.2.1, Table 2 KPMG calculates the capitalization 
rate of Finance and Corporate function to be 17%.  Please describe the full 
range of services provided by this function and explain how almost 20% of its 
efforts support capital projects. 

6.0 Reference:   Exhibit A-7, BCUC IR 2.161.3.2 
 
“… please perform the analysis described on page 53 of the FEI PBR Application for each of FEI 
and FBC to support each utility’s 0 percent X-Factor proposal.” 

6.1 Please provide the cost of service model in excel format that was used to 
perform the above analysis requested by the BCUC? 
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6.2 Please provide sufficient evidence so that at the conclusion of this proceeding 
the Commission could determine rates based on the same cost of service 
model?  

7.0 Reference:   Exhibit A-7, BCUC IR 2.162.2 
 
“Please explain how the quantified cost pressures for the departments of FEI and FBC that are 
quantified to be the same could be the same, given the significant operating and capital cost 
differences of FEI and FBC?” 
 
Reference:   Exhibit A-7, BCUC IR 2.164.5 
 
“Please explain to what extent the declining savings in the latter years of the Current PBR Plans 
are attributable to the design of the Current PBR Plans’ ECM as opposed to FEI and FBC 
exhausting opportunities for O&M cost reductions.” 

7.1 Please confirm that in the early years of the Current PBR Plans FBC did not 
identify savings initiatives relevant to the design of the Current PBR Plans.  

8.0 Reference:   Exhibit A-7, BCUC IR 2.169.3 and Exhibit B-8, ICG IR 1.2 
 
“In the same format of the above tables, for each of FEI and FBC, please provide a departmental 
breakdown of the Forecast 2020 O&M under a cost of service-based rate-setting approach.” 
 
“The materials on the record in this proceeding are not sufficient to approve rates on a cost of 
service basis for 2020.” 

8.1 Please file sufficient materials for the Commission to approve rates on a cost 
of service basis for 2020? 

8.2 Please calculate 2020 rates for FBC based on the same Forecast 2020 O&M 
requested in the above reference information request (Forecast 2020 O&M by 
department), including an explanation of the assumptions made to complete the 
2020 rate calculations?  

8.3 Please calculate the 2020 Base O&M that would result in the same rates as 
calculated in the previous information request? 

8.4 Please confirm that all FBC capital costs are based on cost of service forecasts 
and not based on formulas.  If confirmed, please comment on whether FBC is 
willing to have periodic reviews of the cost of service capital forecasts during 
the term of the MRP Plan?  

8.5 Please confirm that the above comment “materials on the record in this 
proceeding are not sufficient to approve rates on a cost of service basis for 
2020” only applies to O&M expenditures, and that all other costs, including 
capital expenditures are based on cost of service forecasts?  If confirmed, 
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please file O&M expenditures based on cost of service forecasts?  If 
confirmed, please comment on whether FBC is willing to file materials on the 
record in this proceeding that are sufficient for the Commission to approve 
rates on a cost of service basis for 2020?  If not confirmed, please identify all 
evidence, if any, that FBC does not intend to file so that the record would be 
sufficient to approve rates on a cost of service basis for 2020?  

9.0 Reference:   Exhibit B-4, BCMEU IR 17.1, and Exhibit B-1, Table C9-2 
 
“FBC expects that the 2020 rate increase would not be materially different under cost of service.” 

9.1 Please provide the calculation in an excel spreadsheet of the estimates of the 
2020 rate increase under cost of service?  

9.2 Please provide a detailed calculation of each line item in Table C9-2?  

9.3 Please identify the line items in Table C9-2 that would be incurred under cost 
of service.  

10.0 Reference:   Exhibit B-6, BCSEA IR 1.21.5 
 
“…a denial of the Innovation Fund would be a failure to address the essential need to invest to 
accelerate innovation and adoption of new technologies to meet policy objectives.” 

10.1 Please comment on whether invests in new technologies could be considered by 
the Commission on a forward basis, and then recovered with forecast costs?  

11.0 Reference:   Exhibit B-7, CEC IR 1.6.6 
 
““The situation described in the question is one where ratepayers would always pay actual costs 
incurred, and bear the risk of both over and under performance in achieving the ROE, and the 
utilities would receive no incremental incentives.” 

11.1 Please respond to CEC IR 1.6.6 assuming the situation described in the 
question is one where the risks and benefits of variances from the forecast costs 
of service are borne by shareholders. 

11.2 Please confirm that the risks and benefits of variances from the forecast costs 
of service are borne by shareholders under cost of service regulation, in the 
absence of deferral accounts. 

12.0 Reference:   Exhibit B-8, ICG IR 1.2.5 and Exhibit B-7, CEC IR 1.5.3 
 
“Please update and file the table provided in ICG IR 1.13.1 Application for Approval of a Multi-
Year Performance Based Ratemaking Plan for 2014 through 2018 proceeding, Exhibit B-15.” 
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“The quantitative benefit earned by each utility is the difference between the ROE achieved 
before and after earnings shared with customers.” 

12.1 Please confirm that the response to ICG IR 1.2.5 does not update the table 
referenced in the IR.  If confirmed, please update the table referenced in the IR 
1.2.5 showing the actual ROE (after ESM), approved ROE (from the 
applicable cost of capital decision), and variances for the period from 2003-
2018?   Please add an additional column to the referenced table with the value 
of the variances between the actual and approved ROEs, expressed in dollars. 

12.2 Please identify the column in the Move-Up IR 1.4.1 table for FBC that FBC 
believes is the approved ROE for FBC? 

12.3 Please identify and explain the difference, if any, between the ROE achieved 
after application of the ESM and the ROE approved in the applicable cost of 
capital decision for each year of the Current PBR Plan?  

13.0 Reference:   Exhibit B-8, ICG IR 2.3, Attachment 2.3 (live spreadsheet); ICG IR 2.4  

13.1 Please explain why the table in the response to ICG IR 2.4 appears to show 
that the FBC rate changes were lower than the BCH rate changes in both 2015 
and 2016, yet in the Attachment 2.3 spreadsheet to ICG IR 2.3, the percentage 
difference between FBC bills and BC Hydro bills increased (with FBC being 
higher) between 2015 and 2016.    

14.0 Reference:   Annual Review of 2015 Rates, Exhibit B-8, ICG IR 1.4.1 and 1.4.2  

14.1 Please file the above referenced IRs and responses.    

15.0 Reference:   Annual Review of 2016 Rates, Exhibit B-8, ICG IR 1.20, 1.21, 1.22 

15.1 Please file the above referenced IRs and responses.    

16.0 Reference:   Exhibit B-8, ICG IR 1.4.1, Table 1, Engineering Services and Project   
  Management ($thousands) 

16.1 Please revise Table 1 so as to provide a row for FTEs and total capital 
expenditures for each year from 2007 to 2018? 

16.2 Does “Labour” include contract labour such as engineering consultants?  If so, 
please breakdown labour between FBC employees and contract labour?  

16.3 Please add to Table 1 a row for direct assigned capital costs (costs incurred by 
this department other than capitalized overhead costs), if any?   

16.4 Please identify any costs captured in Table 1 that are allocated from an 
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affiliate utility?  

16.5 Please identify the cost drivers of the six-fold increase in Engineering Services 
and Project Management identified in Table 1. 

16.6 Please identify the components of direct charges and capitalized overhead 
charges in both the Labour and Non-Labour components of Table 1.  

17.0 Reference:   Exhibit B-8, ICG IR 1.4.1 and Exhibit B-10, BCUC IR 1.10.1 
 
“As a result, no meaningful analysis of the variances to such hypothetical formula amounts can be 
made.  FEI’s and FBC’s actual expenditures from 2014 to 2018 and projected expenditures in 
2019 are the only available reference points from these years for reviewing the respective 2020-
2024 capital expenditures forecasts.” 

17.1 Please provide the 2020 and 2021 department budgets for all FBC departments 
with the individual departmental analysis requested in  Exhibit A-7, BCUC IR 
2.162.2. 

17.2 Please provide a line-by-line breakdown used for budget purposes (if there is 
no line-by-line breakdown for budgeting, please use plant in service accounts) 
of the capital expenditures set forth in Exhibit B-1, Section 3.4.1, Table C3-
21, and specifically identify any projects exceeding costs of $100,000?  

17.3 Please comment on whether FBC utilized a budget process for forecasting 
capital expenditures during the MRP Plan, or did FBC use actual expenditures 
from 2014 to 2018 and projected expenditures in 2019 for forecasting capital 
expenditures during the MRP Plan.   If the latter, please provide in an excel 
spreadsheet the calculation of the capital expenditures Section 3.4.1, Table 3-
21 from the actual expenditures from 2014 to 2018 and projected expenditures 
in 2019.  

17.4 Please comment on whether FBC believes it used a top-down or bottom-up 
approach to determine the capital expenditures set forth in Exhibit B-1, Section 
3.4.1, Table C3-21? 

17.5 Please file FBC internal documents that describe the capital budgeting process 
and the assignment of capital expenditure priorities by management? 

18.0 Reference: Exhibit B-8, ICG IR 5.1, Attachment 5.1; ICG IR 5.3 

18.1 Please provide the condition assessment report for the runner weld repairs 
performed on UBO Unit 6 turbine runner in 2014? 

18.2 Attachment 5.1 contains two dates, March 14, 2017 and February 10, 2016.  
Please confirm the date of the weld repairs shown in Attachment 5.1.  Please 
confirm that the cavitation shown in Attachment 5.1 was caused during the 
limited running hours provided in the response to ICG IR 5.3 since the 2014 
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turbine runner weld repair. 

19.0 Reference: Exhibit B-8, ICG IR 6.1 
 
“Planning will take corrective action, when for the predicted loading, the distribution system is 
not capable of meeting this backup criteria with the following exceptions:   
   - Rural substations with feeders that extend long distances with open  
   points >5km from both sources at 12.5kV will be reviewed on a case by 
   case basis to determine whether or not it is reasonable and practical to 
   meet this criterion.  Attention should be given to costs of upgrades  
   required, # of customers affected, and risk of an outage.” 

19.1 The distribution planning criteria state that “Attention should be given to costs 
of upgrades required, # of customers affected, and risk of an outage.”  Please 
describe how this has been considered in this proposed project, and identify the 
number of customers that are beyond the exception distances in the quote 
above. 

19.2 Please identify the other locations in the FBC system where the distribution 
service to rural customers is not capable of meeting the quoted backup criteria.  
How many such rural customers are there? 

19.3 The response references new large load requests in the Salmo area.  Should the 
large new loads contribute to the cost of the supply capacity increase, and if 
not, why not?  

20.0 Reference:   Exhibit B-8, ICG IR 1.9.1, Table 1 and Table 2 

20.1 Please confirm that the Table 1 “Total Expenses” covered by flowthrough or 
specific deferrals of 87.1%  and the Table 2 “Total Expenses” covered by 
flowthrough or specific deferrals of 61.0% are not comparable because of 
input and assumption differences? 

20.2 If confirmed, please either: 1) revise Table 2 using the same inputs and 
assumptions of Table 1 so that it is possible to compare the scope of Current 
PBR Plan deferral account treatment with the scope of Proposed MRP deferral 
account treatment or 2) confirm that the scope of Proposed MRP deferral 
account treatment is not materially different than the scope of Current PBR 
Plan deferral account treatment?     

21.0 Reference:   Exhibit B-8, ICG IR 1.13.1 

21.1 Please provide the Measurement Canada standards for non-revenue meter 
applications.  

22.0 Reference:   Exhibit B-10, BCUC IR 1.2.5 and BCUC IR 1.2.5.1 



 
8 
 
 
 

 
“FBC’s intention at this time is to continue to invest in direct-current fast charging stations to 
support transportation corridors, and also to develop programs to provide incentive funding to 
customers for EV charging at home (single-family and multi-unit dwellings) to help manage the 
impact of the associated increased load on FBC’s system.” 

22.1 Please explain in more detail FBC plans “develop programs to provide 
incentive funding to customers for EV charging at home.”   Is FBC seeking 
approval for such incentive funding in this Application or does FBC plan to 
seek approval after program for incentive funding to customers for EV 
charging at home?  

23.0 Reference:   Exhibit B-10, BCUC IR 1.74.3 
 
“The wood-waste process is currently under development and not commercially available, 
although it has the potential to increase RNG generation in BC to about 90 PJ annually according 
to the Hallbar study.  Figure 2 from the study shows the relative potential in BC when considering 
wood-waste feedstock (see “Achievable (long-term with tech)”).” 

23.1 Please describe what consultations, if any, FortisBC has conducted with 
members of the ICG regarding the potential for RNG generation?  

24.0 Reference:   Exhibit B-10, BCUC IR 1.94.2.1 
 
“Momentary outages were not tracked historically since often these outages went unreported by 
customers.  With the implementation of the AMI and the ADMS systems, FBC now has the ability 
to track and report on these outages without relying on customer feedback. 
 
Since the overall impact is somewhat unknown and provides limited value, FBC does not believe a 
change in reporting is appropriate.”  

24.1 The effect of momentary outages to one of the ICG members can be measured 
in the hundreds of thousands of dollars.  What consultation has FBC 
performed to conclude that the overall impact provides limited value?  

24.2 The impact of an outage, even one that is momentary, can be significantly 
more serious for a large industrial customer that for a residential or 
commercial customer.  Yet the contribution to SAIDI and SAIFI statistics of 
an outage to a 50MW industrial customer has the same impact as an outage to 
a 10 kW residential customer.   Please confirm that an outage to a rural 
substation with 1000 residential customers would have 1000 times the impact 
on SAIDI and SAIFI statistics as an outage to a 100 MW industrial customer. 

24.3 Please describe any other service quality indicators used by other utilities or in 
other jurisdictions that provide a weighting based on the consequence of the 
loss of electrical supply. 
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25.0 Reference:   Exhibit B-10, BCUC IR 1.96.1 and  BCUC IR 1.96.2 
 
“The Targeted Incentives listed in Table C8-1 of the Application are not being compensated by 
the approved rate of return.”  
 
“The appropriateness of FEI and FBC’s authorized ROE and capital structures is not addressed 
in this Application.” 

25.1 Please provide criteria or otherwise explain how activities compensated by the 
approved rate of return can be distinguished from activities not compensated 
by the approved rate of return?  

25.2 Please comment on when the appropriateness of FEI and FBC’s authorized 
ROE and capital structures should be considered in a cost of capital 
proceeding? 

25.3 Please comment on whether the approval of Targeted Incentives are relevant to 
the cost of capital? 

25.4 Please comment on whether the approval of deferral accounts are relevant to 
the cost of capital?  

26.0 Reference:   Exhibit B-10, BCUC IR 1.152.1 

26.1 The response references an additional FTE in System Control.  Was this 
additional FTE identified in the Kootenay Operations Center CPCN 
Application?  Please describe the additional effort required in 2018 to support 
the overall T&D capital portfolio as compared to the effort required in 2013.  
What has changed?   




