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Robert Hobbs 

Email: rhhobbs@shaw.ca 

 

______________________________________________________________________ 

 

October 8, 2020 

 

Via Email 

 

Ms. Marija Tresoglavic 

Acting Commission Secretary 

BC Utilities Commission 

Sixth Floor, 900 Howe Street, Box 250 

Vancouver, BC V6Z 2N3 

 

Dear Ms. Tresoglavic: 

Re:  FBC Annual Review for 2020-2021 Rates 

 

By Exhibit C4-2 IR 8, the ICG asked FBC to respond to information requests relevant to 

FBC’s cost of capital  (CoC IRs).   By Exhibit B-8, FBC declined to respond to the CoC 

IRs “because they are all requesting information that is relevant to a cost of capital 

proceeding and outside the scope of this Annual Review.”    The ICG disagrees, and by 

this letter, the ICG requests that FBC be directed to respond to the CoC IRs.  

 

FBC is seeking approval of rate increases effective January 1, 2020 and January 1, 2021.  

The cost of capital is a significant component of the revenue requirement used to 

determine fair and reasonable rates.  Nevertheless, FBC’s believes cost of capital is 

“outside the scope of this Annual Review” because cost of capital for 2020 and 2021 has 

been previously determined by the Commission.   The ICG disagrees.  Order G-129-16 

and Order G-47-14 do not make any determinations that reference 2020 or 2021.   For 

this reason, the ICG submits that the Commission should conclude that the cost of capital 

is within the scope of this Annual Review.   

 

The record of this proceeding is going to fall far short of the evidentiary record required 

to determine the cost of capital that will produce just and reasonable rates for FortisBC 

effective January 1, 2020 and January 1, 2021.   Nevertheless, the cost of capital needs to 

be considered before setting rates.   In these circumstances, the Commission could agree 

with FBC that the cost of capital should be set in accordance with Order G-47-14 and 

Order G-129-16.   However, the Commission Panel will first need to conclude that the 

application to 2020 and 2021 of Order G-47-14 and Order G-129-16 will result in fair 

and reasonable rates.     

 

The ICG respectfully submits that the Commission could also conclude 1) that Order G-

47-14 and Order G-129-16 can no longer be relied upon for rate setting purposes or 2) 

that there is insufficient evidence to determine that Order G-47-14 and Order G-129-16  
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can be relied upon for rate setting purposes.  In either event, the Commission should then 

set rates on an interim basis for either January 1, 2020 or January 1, 2021 or both.      

 

The ICG submits that the evidence requested by the CoC IRs is relevant to this 

proceeding because such evidence is relevant to whether Order G-47-14 and Order G-

129-16 should be relied upon to determine the cost of capital in this proceeding.   For that 

reason, the ICG requests that FBC be directed to respond to the CoC IRs.  

 

The ICG further submits that Order G-47-14 and Order G-129-16 were based on no 

change to the circumstances of the financial markets since 2012.1  Moreover, Order G-

129-16 was based on evidence filed in October, 2015 - five year ago.   As noted in the 

Decision2,   FEI requested that the automatic adjustment mechanism be suspended and 

that the cost of capital be reviewed in a three to five-year time frame.  Now FBC is 

proposing that the review of the cost of capital be delayed beyond the time frame it 

recommended to the Commission in the Order G-129-16 proceeding.    These 

circumstances provide yet further reasons for the Commission to direct FBC to respond 

to the CoC IRs.    

 

In order to conclude that there should be no change to the cost of capital of FortisBC  

since Order G-129-16, it will be necessary for the Commission to conclude that there has 

been no change in the financial markets since October 2015.  The ICG expects that the 

responses to the CoC IRs will provide objective market evidence that the market 

circumstances of Order G-47-14 and Order G-129-16 have changed since October 2015.  

Also for that reason, the ICG submits that CoC IRs be considered to be within the scope 

of this proceeding.  

 

The ICG respectfully submits that it is now necessary for the Commission to vary in a 

timely manner the cost of capital approved by Order G-47-14 and Order G-129-16 

because such Orders can no longer be relied upon for setting rates. For that reason, the 

Commission should not approve final rates in this proceeding.   

 

Rates need to be set effective January 1, 2021 long before a decision in a cost of capital 

proceeding can reasonably be anticipated.  But it does not follow that FortisBC should 

receive returns that do not meet the fair return standard merely because of the timing of 

regulatory processes.  That would be unfair to customers.     
 

The Utilities Commission Act (Section 58(1)) requires a hearing before rates are set and 

after a hearing the Commission may determine the just, reasonable and sufficient rates to 

be observed.  The ICG respectfully submits that it is necessary for the Commission to 

determine a fair ROE each time rates are approved.  In some cases, the fair ROE may be 

determined pursuant to an automatic adjustment mechanism, and in other cases, the fair 

ROE may be determined by applying previous Commission decisions.3   In each case, the 

                                                 
1 Decision, accompanying Order G-129-16, page 8 
2 Decision, accompanying Order G-129-16,  page 87 
3 Commission decisions that do not define the applicable period.   
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Commission must be satisfied that the adopted approach results in fair and reasonable 

rates before making any changes to rates.  

 

In a rates proceeding, the onus is on the utility to justify all elements of the revenue 

requirements before setting rates.  Specifically, the onus is on FBC to provide sufficient 

evidence that Orders G-47-14 and G-129-16 will produce just and reasonable rates for 

2020 and 2021.   

 

Considerations of fairness require that no decision having an effect on rates be made 

without there being an opportunity for parties opposite in interest to challenge, in a 

hearing, assertions of fact and opinion that are in dispute.  The FBC position that the CoC 

IRs are outside the scope of this proceeding will deny customers the opportunity to 

challenge the FBC position that the cost of capital in this proceeding should be set by 

applying Order G-47-14 and Order G-129-16.    Moreover, no other adjudicative process 

has been established to determine the cost of capital for FortisBC for 2020 and 2021.    

The ICG respectfully submits that the adjudicative process to determine the cost of 

capital for 2020 and 2021 should be a cost of capital proceeding.  It would then follow 

that in this proceeding, the rate increases sought by FBC should only be approved on an 

interim basis.     
 

 

Yours truly,  

 

 

(Original Signed) 

 

Robert Hobbs 




