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VIA ELECTRONIC MAIL 

British Columbia Utilities Commission  

6th Floor, 900 Howe Street 
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Attention: Marija Tresoglavic, Acting Commission Secretary 

Dear Sirs/Mesdames: 

Re: British Columbia Utilities Commission (“BCUC”) Review of British Columbia 

Hydro and Power Authority’s Performance Based Regulation Report ~ Project No. 

1599045 

We are counsel to the Commercial Energy Consumers Association of British Columbia (the 

“CEC”).  Attached please find the CEC’s first set of Information Requests with respect to the 

above-noted matter.   
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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA (“CEC”) 

 

INTERVENER INFORMATION REQUEST NO. 1 

 

British Columbia Utilities Commission Review of British Columbia Hydro and 

Power Authority’s Performance Based Regulation Report  

Project No. 1599045 

 

October 28, 2020 

 

SECTION 1 - PBR IS NOT THE BEST OPTION GENERALLY 

COST CONTAINMENT NOT THE OBJECTIVE 

1. Reference:  Exhibit A2-5, page 8 

 

1.1 Please confirm that PBR typically gives the utility a financial profit incentive to cut its 

costs.  

1.2 Please confirm that PBR formulas are typically based on aggregate actual or projected 

prior year cost, less flow-through items or excluded costs, multiplied by inflation factors 

(I factors), customer growth (G factors) and efficiency factors (X factors).  

1.3 Please confirm that profit sharing of cost-reductions is not a mandatory part of regulating 

a utility with PBR formulas. 

1.4 Please confirm that a utility operating under PBR formulas is incented to cut costs in the 

immediate term of the PBR because any profit share can be maximized over the term of 

the PBR regulation. 

1.5 Please confirm that prudent management of a utility includes managing the efficiency and 

effectiveness of its operations. 

1.6 Please confirm that such efficient and effective management of a utility is generally 

implemented through significant projects and programs in regard to which the utility 

management can generally provide accountability for the improvements. 
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1.7 Please confirm that prudent management of a utility would typically have efficiency and 

effectiveness metrics for its significant departmental operations, and that there are 

substantive collaborative utility efforts in the market to share comparative information 

regarding performance related to these metrics. 

2. Reference:  Exhibit A2-5, page 18 

 
2.1 Please describe or otherwise explain situations where COSR can be considered as less 

problematic?  

2.2 Are there jurisdictions in which regulators have adopted PBR regulation, then and 

subsequently reconsidered and dropped PBR from their regulation? 

2.2.1 If yes, please provide the names of the jurisdictions with the drawbacks cited for 

each, if any. 

TOO COMPLICATED  

3. Reference:  Exhibit A2-5, pages 16- 17 
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3.1 Please confirm that cost of service regulation be implemented over a number of years. 

3.2 Can incentive programs be added to cost of service regulation to deal with perceived 

specific needs? 

4. Reference:  Exhibit A2-5 page 111 and 112 
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4.1 Please confirm that all of the above situational issues could be accomplished under 

COSR if and when needed. 

COSR CAN BE EFFECTIVE 

5. Reference:  Exhibit A2-5, page 16 

 

5.1 Please explain how utilities could be regulated under COSR oversight and managed by 

the utility with the following: 

a) Other metrics, to generate better results; 

b) decoupling of revenues if needed; 
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c) longer regulatory timeframes for reducing the frequency of rate cases; 

d) targeted incentive provisions to use disfavoured inputs if the regulator favours 

them; and  

e) targeted incentive structures to deal with utility weak points in multiyear rate 

plans. 

6. Reference:  Exhibit A2-5, page 17 and 18 

 

 

6.1 Please confirm COSR can accommodate the following: 

a) uncertainties about prudent management and those compounded by information 

asymmetries; 

b) automatic rate adjustment mechanisms; 
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c) avoid triggering changes that would deprive the shareholder of benefits; 

d) employing the use of empirical data to develop rate adjustments and benchmarks; 

and  

e) providing operating flexibility. 

SECTION 2 - BC HYDRO IS NOT HE CORRECT UTILITY FOR PBR 

GOVERNMENT IS THE SHAREHOLDER 

7. Reference:  Exhibit A2-5, page 5 

 

 



 

{01777922;1}   

- 7 - 

 
  

 

7.1 Please confirm that ‘structural’, ‘command and control’, and ‘incentive’ approaches are 

all part of the COSR regime, or can be, with the government as shareholder, legislator, 

and responsible for the regulator.  

7.2 Please confirm that the PBR incentive for the utility shareholder may not be relevant for 

BC Hydro or the BC government.  
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8. Reference:  Exhibit A2-5 page 9 

 

8.1 Please confirm that in BC, under COSR with the government, regulator, and utility 

focused on the ‘public interest’, the positive externalities can be and are being addressed 

in significant ways. 

8.2 Please confirm that specific directives and policy related to positive externalities are often 

already established for BC Hydro by the BC governments and regulators as well as by the 

utility.  

9. Reference:  Exhibit A2-5, page 111 

 

9.1 Please compare and contrast how PBR and COSR can accommodate government 

initiatives and interventions. 

9.2 Please confirm that government and regulator interventions, at the time, may be 

considered to be ‘in the public interest’ and that the utility is often directed to follow the 

‘public interest’ at the time.  

9.3 Please confirm that the concept of the ‘public interest’ can and does vary from time to 

time, and that the regulatory regimes, be they COSR or PBR, will of necessity make the 

appropriate accommodations.  

10. Reference:  Exhibit A2, pages 5-6 
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10.1 Please confirm that the utility could provide incentives internally to individuals to 

achieve desired results versus providing the incentive to the utility shareholder.  

10.2 Please explain why the utility and the utility regulator cannot provide adequate incentives 

for desired performance outcomes and why only PBR can provide sufficient strength to 

the incentive motivations of the utility. 

11. Reference:  Exhibit A2-5, pages 15-16  
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11.1 Please confirm that: 

a) Frequency of rate cases can be established by the Commission; 

b) Tracked costs can be regulated under the oversight of the BCUC, which is an 

experienced regulator; 

c) there is no incentive for BC Hydro to add costs at a corporate level for 

shareholder profitability’s sake, which it does not, and that BC Hydro is not 

regulated to produce a profit based on rate base growth; 

d) Incentives for BC Hydro management and personnel can be managed with 

internal management metrics; and  

e) external costs can be monitored and tracked by the utility with BCUC oversight 

providing transparency and accountability.  
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12. Reference:  Exhibit A2-5 page 111 

 

12.1 Please discuss the appropriateness of the BC Hydro management incentives and whether 

or not they can be improved with respect to their link to effective and efficient 

operational performance of the utility.  

12.2 Please confirm that there is a substantial base of information with respect to management 

incentives and organizational performance. 

THERE IS A PRE-SET RETURN 

13. Reference:  Exhibit A2-5, pages 3 and 4 
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13.1 Please confirm that the BCUC does regulate the BC Hydro revenue requirement enabling 

its profitability, that the shareholder has established the return it requires from the utility, 

and the BCUC and the utility must regulate the return within this context.  

13.2 Please confirm that as a matter of fairness, the Commission may determine a fair return 

for BC Hydro investments based on comparisons to market returns and/or on any such 

information the Commission may consider relevant.  

14. Reference:  Exhibit A2-5, page 8 

 

14.1 Please confirm that for BC Hydro the profitability return provided by the Commission is 

not necessarily related to any ‘throughput incentives’ that BC Hydro might face.  

14.2 Please discuss the implications of the ‘throughput incentive’ with respect to BC Hydro’s 

established targeted net income as compared to a utility incented to increase its ROE.  

FREQUENCY OF RATE CASES CAN BE MANAGED 

15. Reference:  Exhibit A2-5 page 8-9 
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15.1 Please provide the author’s understanding of the BC Hydro regulatory costs as a 

percentage of its revenue requirements, and provide any comparative information on 

regulatory costs that the author may have.  

FOSSIL FUEL ISSUES ARE NOT RELEVANT FOR BC HYDRO 

16. Reference:  Exhibit A2-5 page 9 and page 111 

 

 

 

16.1 Please confirm that fuel costs, and particularly fossil fuel costs, are not substantially 

relevant because BC Hydro has limited fossil fuel use.   
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SECTION 3 - REVENUE DECOUPLING MAY NOT BE RELEVANT FOR 

BC HYDRO 

17. Reference:  Exhibit A2-5, page 19 

 

17.1 Please provide any specific revenue/usage links which BC Hydro has that could be 

relaxed or delinked, and provide the associated potential benefits. 
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18. Reference:  Exhibit A2-5, page 19 

 
 

18.1 Please identify the rate designs that BC Hydro has in place under its COSR, including BC 

Hydro’s proposed optional rates currently being developed which have elements of 

revenue decoupling included.  

18.2 Please explain how RDMs and RAMs would achieve benefits that are not achieved under 

the current regime.   
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19. Reference:  Exhibit A2-5, page 21 

 

19.1 Please explain the difference in revenue decoupling between electricity and gas, if any, 

and explain why this might occur.  

19.2 Please provide the same maps, with an overlay with an overlay of where PBR is and is 

not applicable.  
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20. Reference:  Exhibit A2-5, page 109 

 

20.1 Please confirm that automatic escalations for revenue could be incorporated into COSR if 

the Commission found it to be appropriate.  

21. Reference:  Exhibit A2-5, pages 110-111  

 

 

21.1 Please confirm that there is nothing preventing BC Hydro or the Commission from 

conducting regulation of BC Hydro with longer than biennial rate cases under the COSR. 

21.1.1 Please confirm that doing so could involve automatic rate adjustments and 

stronger effectiveness and efficiency by the Commission.  
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22. Reference:  Exhibit A2-5 pages 107, 111 and 113 

 

 

 

22.1 Please confirm that the BCUC PBR experience is primarily with private corporations, 

such as FortisBC and FortisBC Energy Inc., which are driven by shareholder profit 

interests. 

23. Reference:  Exhibit A2-5 page 111 

 

23.1 Please describe the increased marketing flexibility that is proposed as being needed, and 

describe why BC Hydro is constrained from achieving it.  

23.2 Please explain what MRP might have that BC Hydro cannot achieve, and why BC Hydro 

is prevented from achieving the flexibility it requires.  

24. Reference:  Exhibit A2-5, page 111 
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24.1 Please provide any evidence that the Commission is not able to schedule utility rate 

proceedings to times that are efficient and effective for the Commission with respect to 

the utilities that it regulates.  

SIZE OF CAPITAL 

25. Reference:  Exhibit A2-5 page 48 and page 49 
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25.1 Please confirm that the metrics for quantifying the benefits of capital investments can be 

generated and used by BC Hydro independently of the regulatory regime.  

25.2 Please confirm that Commission oversight of such metrics can also be achieved 

independent of the regulatory regime. (i.e. MRPs are not the exclusive preserve of 

prudent management and the cost effective and efficient management of a utility). 

SECTION 4 - SPECIFICS OF REGULATION 

BENCHMARKING IN RATE SETTING  

26. Reference:  Exhibit A2-5, page 24 
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26.1 Please confirm that when utilities are benchmarking, each utility may be significantly 

different from others and have different circumstances such that the benchmarks may 

provide helpful learning, but likely cannot be definitive with respect to rate setting 

26.2 Please confirm that benchmarking can be achieved by a utility without the need for PBR. 

MULTIYEAR RATE PLAN  

27. Reference:  Exhibit A2-5, page 36 

 

27.1 Please confirm that the electric MRP for FortisBC covers only a small portion of BC and 

is tiny in comparison to that which is not. 
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28. Reference:  Exhibit A2-5 page 62 -63 
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28.1 Please explain why MRPs require so many different adjustments to accommodate the 

reality of the utility industry and specific utilities, and why most of these adjustments 

cannot be accomplished by utilities under COSR. 
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ATTRITION RELIEF MECHANISMS  

29. Reference:  Exhibit A2-5, page 37 

 

29.1 Please confirm that the Commission could provide for any formula-based automatic rate 

adjustments under COSR that it deems fair, just and reasonable. 
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29.2 Please confirm that in some significant measure the Commission has already done this 

for a number of rates and/or costs for BC Hydro. 

30. Reference:  Exhibit A2-5, page 42-43 

 

 

30.1 Please confirm that BC Hydro has had regulated and legislated rate freezes and/or rate 

cap formulas at different times in its past, and did not require MRP/PBR regulation. 
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CAPITAL COST TRACKERS 

31. Reference:  Exhibit A2-5, page 49 

 

31.1 Please confirm that BC Hydro’s capital is not recorded on its books and amortized into 

rates at budget amount, and while rates are set on planned capital additions, subsequent 

rates are based on actual costs capitalized.  

PERFORMANCE METRIC SYSTEMS 

32. Reference:  Exhibit A2-5, pages 22 and 23 

 



 

{01777922;1}   

- 29 - 

 

32.1 Please confirm that performance metrics can be implemented by a utility and can have 

regulatory oversight review under COSR and without MRP or PBR.  

33. Reference:  Exhibit A2-5, pages 109- 110 
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33.1 Please confirm that PBR incentives are not required for a utility to operate with a more 

robust set of performance metrics than BC Hydro uses in its Service Plans.  

34. Reference:  Exhibit A2-5 page 23 and page 110 

 

 

34.1 Please confirm that BC Hydro’s Power Smart DSM has numerous performance 

measurement metrics which it uses to manage the entire program and that it does not 

neglect the usefulness of consumer information programs or the importance of customer 

behaviours. 

34.2 Please confirm that additional performance metrics required to improve Power Smart 

metrics could be implemented without the need for PBR.  
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Z FACTORS 

35. Reference:  Exhibit A2-5 pages 52-53  

 

 

35.1 Please confirm that a Z-factor for PBR enables adjustments to rates set with formulas that 

do not anticipate particular events affecting costs or revenues. 

35.2 Please confirm that in BC under COSR the utility has the ability to apply to the 

Commission for rates and/or deferral accounts for unanticipated costs or revenue impacts.  
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36. Reference:  Exhibit A2-5, page 53 

 

36.1 Please confirm that in BC conservation and efficiency measures are required under 

legislation, and that the Commission regularly approves Pilot Programs for DSM and 

rates which are beneficial to the utility and to customers, and this does not require an 

MRP. 
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MARKETING FLEXIBILITY 

37. Reference:  Exhibit A2-5, page 54 

 

 

37.1 Please identify any instances where BC Hydro does not have marketing flexibility 

sufficient to achieve its objectives.  
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37.2 Please confirm that where BC Hydro requires marketing flexibility, such as in gaining 

access to longer term markets in the US, it can apply to the Commission for such 

flexibility and has done so under its current regulatory regime. 

EARNINGS SHARING 

38. Reference:  Exhibit A2-5 page 56 and pages 57-58 

 

 

 

38.1 Please confirm that earnings sharing with respect to management of any activity in BC 

Hydro would deplete the ratepayer benefit of such earning achieved by BC Hydro.  
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OFF RAMPS 

39. Reference:  Exhibit A2-5, page 58-59 

 

 
 

39.1 Please provide any evidence that the author has available with regard to how many 

utilities have resorted to using off-ramps while under MRPs or PBR, and how often this 

has occurred. 
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EFFICIENCY CARRY OVER MECHANISMS 

40. Reference:  Exhibit A2-5, page 60 

 

40.1 Please confirm that efficiency carry over mechanism would not be required for BC Hydro 

because BC Hydro has a fixed net income requirement from the shareholder, and BC 

Hydro performance improvements are all captured for ratepayers’ benefits.  
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SECTION 5 - THIS IS NOT THE CORRECT TIME FOR PBR 

41. Exhibit A2-5, pages 11, 12-13 
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41.1 Please confirm that under modern business conditions, utilities face many more ‘public 

interest’ issues to deal with, and must absorb such costs that are not associated with 

revenue increases and must pass them along to ratepayers. 

41.1.1 Please acknowledge that BC Hydro and other ratepayers face significant costs for 

such issues. 
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41.2 Does the author have any evidence with respect to cost pressures from public interest 

issues versus cost pressures from reduced use of energy or distributed sourcing of 

alternative energy? 

41.2.1 If so, please provide.  

42. Exhibit A2-5, page 110 -111 

  

42.1 Please confirm that, in part, the choice between COSR and PBR for BC Hydro, depends 

upon the ability for the regulatory regime to produce benefits for ratepayers that cannot 

be provided by the alternative regime while providing a fair return to the utility. 

43. Exhibit A2-5, pages 13-14   
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43.1 Please explain what a VIEU is. 

43.2 Pleaser provide any quantitative evidence that the author may have with regard to which 

utility responses to these issues result in optimal ratepayer outcomes. 

OPPORTUNITY FOR COST OF SERVICE TO WORK AFTER LIMITATIONS ON 
BCUC JURISDICTION 

44. Exhibit A2-5 page 94 

 

44.1 Please confirm that setting a baseline for revenue requirements can be accomplished 

under COSR as well as PBR. 
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GIVEN THE AUTONOMY TO MANAGE ITS EXPENDITURES FOLLOWING THE 
COMPREHENSIVE REVIEW 

45. Exhibit A2-5, page 96 

 

45.1 Please confirm that parametric formula for rate-setting do not need to result in over or 

under earning for the utility, and all such over- or under-earning can be returned to 

ratepayers if the Commission so determines.  




