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March 31, 2021 

 

Via Email 

 

BC Utilities Commission 

Suite 410, 900 Howe Street 

Vancouver, BC  

V6Z 2N3 

 

Attention: Mr. Patrick Wruck, Commission Secretary 

Dear Mr, Wruck: 

Re:  British Columbia Utilities Commission (BCUC) Generic Cost of Capital 

Proceeding 

 

In accordance with Order G-66-21 (Exhibit A-3), the ICG comments on the Preliminary 

Scoping Document (Order G-66-21, Appendix B). 

 

Preliminary Scoping Document 

 

The ICG believes Section 2.0 – “Purpose of this Proceeding” - and Section 3.0 – 

“Preliminary Scope of the Proceeding” when read together provide the direction 

necessary for utilities and interveners to efficiently and effectively participate in this 

proceeding.1 

 

In addition to the issues identified in Section 3.0 of the Preliminary Scoping Document, 

the ICG suggests that the Panel revise the Preliminary Scoping Document to include the 

following:  

 

What financing cost is appropriate for various deferral accounts.  For example, 

should deferral accounts be financed at the utilities :  1) return on common equity, 

2) the long-term debt rate, 3) the short-term debt rate, 4) the weighted average 

cost of debt, or 5) the weighted average cost of capital. What, if any, principles 

should guide the Commission when determining the financing costs for various 

deferral accounts.  

 

The Commission previously established principles (Order G-110-12) to determine the 

financing costs appropriate for various deferral accounts. These principles were 

established in a FBC proceeding and then applied to FBC deferral accounts, but were 

never applied to other utilities.  In the G-42-21 Decision, the Commission Panel decided 

1 The ICG does not propose changes to the Preliminary Scoping Document based on the Commission Staff 

submissions dated March 23, 2021 (Exhibit A2-1) 
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to not follow the principles established in Order G-110-12.  The ICG believes this 

proceeding - a generic cost of capital proceeding - is an appropriate proceeding for the 

Commission to consider financing costs of various deferral accounts for all BC utilities. 

Given the very significant use of deferral accounts by most BC utilities, in some cases 

over 60% of revenue requirements are “trued-up”  by the use of deferral accounts,   the 

financing of deferral accounts is a significant cost to ratepayers.  For these reasons, the 

ICG submits this issue should be included in the Preliminary Scoping Document.  

 

FortisBC Submissions 

 

In the Preliminary Scoping Document, the Commission said “the BCUC is not seeking 

specific responses to the items as outlined below, but rather submissions on what scoping 

items should be addressed in this GCOC Proceeding”.     The ICG believes many 

FortisBC2 comments regarding the Preliminary Scoping Document are “responses to 

items”, rather than “submissions on what scoping items should be addressed in this 

GCOC Proceeding.”  In particular, the FortisBC comments regarding the effective date 

following the numbered headings on page 2-3 are “responses to items.”  By Order G-66-

21 recitals E. and F., the Commission said: 

 

“By letter dated January 18, 2021, the BCUC noted that significant time has 

passed the 2013 and 2016 BCUC reviews and in that time changes have occurred 

in financial markets.  The BCUC therefore issued a Notice of Initiating a GCOC 

Proceeding to all regulated entities for rate setting effective January 1, 2022; and  

 

The BCUC considers that the establishment of a GCOC proceeding and a 

regulatory timetable are warranted.” 

 

The FortisBC submissions noted above are not only “responses to items”, but are 

inconsistent with the intent of the Notice of Initiating a GCOC Proceeding.   As noted 

above, the ICG supports the Preliminary Scoping Document, and objects to the FortisBC 

request to delay the filing of evidence to 2022.   

 

FortisBC then makes substantive submissions regarding whether the Benchmark Utility 

should be FEI.   In this regard, FortisBC states: 

 

“In summary, the two-stage approach and the designation of one utility as the 

Benchmark is efficient and fair.   It avoids frequent reassessment of factors that 

are comment to all utilities.”3 

 

And then, FortisBC submits: 

 

“… the BCUC should simply reaffirm at this time that FEI will continue to be 

used as the Benchmark Utility as it has been for the last 27 years.”4 

                                                           
2 The ICG uses the acronyms noted in the FortisBC submission dated March 29, 2021. 
3 FortisBC Submissions dated March 29, 2021, bottom of p.4 to top of p. 5 
4 FortisBC Submissions dated March 29, 2021, p. 5 
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These FortisBC comments can only be considered “responses to items” and should not be 

considered at this time.    FortisBC later attempts to link these “responses to items” to 

scope issues by claiming that to do otherwise “would inevitably create inefficiencies and 

unnecessary complexity”5.   Any and all conclusions by the Commission at this point in 

time will “impact the nature and presentation of the evidence significantly”.     

Nevertheless, simplifying the process should not be considered paramount to full 

consideration of all issues, including the “appropriateness of continuing the use of a 

Benchmark Utility”.6 

 

In the Preliminary Scoping Document, the Commission has identified important issues 

regarding the selection and use of a Benchmark Utility.  In the 2013 GCOC (Stage 1) 

Proceeding, the Commission selected FEI as the Benchmark Utility after the filing of 

evidence, and before the oral hearing.7    And then in the final decision, the Commission 

agreed with FEI and concluded that FEI should no longer be referred to as the low-risk 

Benchmark Utility and instead be referred to as the Benchmark Utility.8   

 

FEI’s business risks may have changed again.   For that reason, although as noted by 

FortisBC FEI has been the Benchmark Utility for 27 years9, it may no longer be an 

appropriate Benchmark Utility.  Moreover, as noted in Section 2.0 – Purpose of this 

Proceeding – of the Preliminary Scoping Document the “appropriateness of continuing 

the use of a Benchmark Utility” should be within scope of this proceeding.  A “large” 

utility’s cost of capital could be determined on a case-by-case basis, and “smaller” 

utilities with reference to a hypothetical utility.  However, this is not the time for the 

Commission to consider issues.  For these reasons, the ICG submits the Preliminary 

Scoping Document should be adopted as the Final Scoping Document with the addition 

noted above related to deferral accounts.     

 

In its evidence, FortisBC can continue to advance its position that FEI should be the 

Benchmark Utility.   However, the Commission should not now reach conclusions 

regarding the Benchmark Utility merely to simplify FortisBC’s evidence. 

  

 

Yours truly,  

 

(Original Signed) 

 

Robert Hobbs 

                                                           
5 FortisBC Submissions dated March 29, 2021,  p. 7 
6 Preliminary Scoping Document, Section 2 “Purpose of the Proceeding” 
7 FEI was selected as the Benchmark Utility following a procedural conference by Order G-148-12. 
8 GCOC (Stage 1) Decision dated May 10, 2013,  p. 114 
9 FBC Submission dated March 29, 2021, p. 5 




