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On February 6, 2015, FBC filed the Application referenced above.  In accordance with the 
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1.0 Reference:   Exhibit B-1, p. 1, Footnote 3 1 

In its Order E-15-12, which determined that the WAX CAPA is in the public interest, the 2 

Commission recognized the potential for a disproportionate rate impact as the 3 

agreement takes effect.  4 

1.1  Please provide the rate impact of the WAX CAPA that was forecast by FBC in 5 

the Order G-15-12 proceeding, together with a full breakdown of the calculation 6 

of such rate impact?    7 

  8 

Response: 9 

Please refer to the response to BCUC IR 1.8.2 and 1.8.2.1. 10 

 11 

 12 

 13 

1.2  Please provide the rate impact of the WAX CAPA that is currently forecast by 14 

FBC, together with a full breakdown of the calculation of such rate impact?  15 

  16 

Response: 17 

Please refer to the response to BCUC IR 1.8.2 and 1.8.2.1.   18 

 19 

 20 

 21 

1.3  Please comment on whether the disproportionate costs of the WAX CAPA 22 

continue beyond the initial year of the WAX CAPA?  23 

  24 

Response: 25 

In the response to BCUC IR 1.8.2, FBC identifies the rate impacts of the WAX CAPA to be 6.8 26 

percent in 2015 and 3.2 percent in 2016.  Because the WAX CAPA will become effective 27 

partway through 2015, there is a subsequent impact reflecting a full year of purchases in 2016.  28 

Following these initial rate impacts in 2015 and 2016, FBC anticipates any further rate impacts 29 

to be extremely small.  30 

  31 
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2.0  Reference:  Exhibit B-1, section 1.2, p.2, lines 11-13 1 

As an alternative, FBC proposes to collect the difference by way of a general rate 2 

increase to be in [sic] implemented as soon as reasonably possible following the 3 

Commission’s decision.    4 

2.1  Please explain whether the revenue deficiency, if any, that is approved for 2015 5 

will be subject to YTD adjustments up to June 1, 2015?  6 

  7 

Response: 8 

No, the revenue deficiency will not be subject to adjustments in respect of 2015 actual results.  9 

Since revenue requirement items are forecast and approved on an annual basis, there would be 10 

no way to determine YTD adjustments up to June 1 or any other time period other than 11 

December 31.  Any variances between 2015 forecast and actual results will be captured in the 12 

2015 Flow-through deferral account for amortization into rates in 2016 (or other deferral account 13 

for future amortization, as appropriate).  The PBR Plan contemplates that the Flow-through 14 

deferral account will be amortized in the subsequent year.  15 

 16 

 17 

 18 

2.2  If a mid-year rate increase to be effective after July 1, 2015 is required, please 19 

explain the calculation of and the approval of such a mid-year rate increase?  20 

  21 

Response: 22 

The calculation of the July 1, 2015 rate change is shown in Section 11, Schedule 29 and can be 23 

used to illustrate a mid-year rate change effective on another date, as described below.  24 

Schedule 29 is reproduced for convenience. 25 
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 1 

The revenue deficiency at interim rates, $3.683 million, is the incremental revenue that must be 2 

collected between the date of implementing the final 2015 rate increase and December 31, 3 

2015 ($3.683 million).  This amount is unchanged regardless of the date of implementation. 4 

Line 5 of Schedule 29 is the revenue that is forecast to be collected between July 1 and 5 

December 31, 2015, based on the existing interim rate increase, and Line 2 minus Line 5 is the 6 

revenue that is forecast to be collected between January 1 and June 30, 2015 at the interim 7 

rates.  The ratio of line 3 to line 5 is the percentage by which rates must increase to meet the 8 

total 2015 revenue requirement in line 1, when added to the revenue forecast to be collected 9 

between January 1 and June 30, 2015. 10 

Thus for a July 1 2015 rate increase: 11 

      

      
                      (        )  (             )         

Or: 12 

     

       
                           (                )          1 

 13 

If the implementation of final rates is delayed beyond July 1, 2015, then the revenue at interim 14 

rates for the period to year end (line 5) will be lower than in Schedule 29 and the final rate 15 

increase will be correspondingly higher. 16 

Approval of the final rate increase calculation will be achieved through the Commission 17 

acceptance of FBC’s compliance filing following the decision for 2015 rates.  The compliance 18 

                                                
1
 The calculated revenue differs slightly from Line 1 of Schedule 29 because the 2.2 percent rate increase 

is rounded. 



FortisBC Inc. (FBC or the Company) 

Application for Approval of 2015 Delivery Rates pursuant to the Mulit-Year Performance 
Based Ratemaking Plan (the PBR Plan) approved for 2014 through 2019  

by Order G-139-14 (the Application) 

Submission Date: 

March 25, 2015 

Response to Industrial Customers Group (ICG) Information Request (IR) No. 1 Page 4 

 

 

filing will contain updated Schedules 29 and 30 showing final 2015 revenue requirements 1 

incorporating any changes resulting from the decision. 2 

 3 

 4 

 5 

2.3  Please comment on whether a mid-year rate increase is necessary for customer 6 

classes not affected by the implementation of the Advanced Metering 7 

Infrastructure (AMI) Project?  8 

  9 

Response: 10 

FBC does not understand why ICG suggests that the AMI project should affect the applicability 11 

of revenue requirements by customer class.   12 

Consistent with all capital expenditures undertaken by the utility, the costs and benefits of the 13 

AMI project are included in revenue requirements and incorporated into all customers’ rates by 14 

way of general rate increases.  The AMI project results in a net benefit to all customers, as 15 

evidenced by the AMI CPCN application and approval.  16 

  17 
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3.0  Reference:   Exhibit B-1, section 1.5, p. 4, lines 11-13, and lines 19-21 1 

Overall, the savings achieved in 2014 result in $0.330 million of earnings sharing that will 2 

be returned to customers in 2015, serving to reduce overall rates for FBC’s customers.   3 

The expected savings is an outcome of the regulatory uncertainty experienced in 2014 4 

leading to savings from staff vacancies and timing of spending. 5 

3.1  Please comment on whether FBC can distinguish “achieved savings” attributed  6 

to “savings” achieved by efficiency improvements from reduced “O&M expenses” 7 

attributed to staff vacancies and timing of spending?     8 

  9 

Response: 10 

Reduced O&M expenses, whether they result from staff vacancies, timing of spending, or 11 

specific productivity initiatives, reduce customer rates through achievement of the productivity 12 

improvement factor or through the earnings sharing mechanism. Please also refer to the 13 

response to BCOAPO 1.3.3.   14 

 15 

 16 

 17 

3.2  Please provide any and all evidence available, including evidence of any and all 18 

initiatives by FBC, to support the contention that savings were achieved in 2014 19 

due to efficiency improvements?  20 

  21 

Response: 22 

FBC states only that the O&M portion of the earnings sharing is the result of staff vacancies and 23 

timing of spending, and has not stated that the savings achieved were due to efficiencies.  24 

Please also refer to the response to ICG IR 1.3.1. 25 

 26 

 27 

 28 

3.3  Please confirm that FBC’s actual ROE in 2014 exceeded the approved ROE in 29 

2014?  If confirmed, please provide in table format the actual and approved ROE 30 

for the past 10 years?    31 

  32 
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Response: 1 

The 2014 actual ROE information will be available when the Company files its 2014 Annual 2 

Report to the Commission at the end of April 2015. 3 

Actual and Allowed ROE from 2004 - 2013 (10 Years) is provided in the table below. 4 

 5 

  6 

Return on Equity:

Year Allowed Achieved

1 2004 9.55% 10.70%

2 2005 9.43% 9.88%

3 2006 9.20% 9.94%

4 2007 8.77% 9.23%

5 2008 9.02% 9.28%

6 2009 8.87% 9.41%

7 2010 9.90% 9.65%

8 2011 9.90% 10.67%

9 2012 9.90% 10.52%

10 2013 9.15% 10.21%



FortisBC Inc. (FBC or the Company) 

Application for Approval of 2015 Delivery Rates pursuant to the Mulit-Year Performance 
Based Ratemaking Plan (the PBR Plan) approved for 2014 through 2019  

by Order G-139-14 (the Application) 

Submission Date: 

March 25, 2015 

Response to Industrial Customers Group (ICG) Information Request (IR) No. 1 Page 7 

 

 

4.0  Reference:   Exhibit B-1, section 1.5, p. 5, lines 12-13 1 

“… the Company now has the regulatory certainty it requires to pursue and implement 2 

customer service and productivity related initiatives in the future.” (emphasis added)  3 

4.1  Please fully explain how the Company expects to pursue and implement 4 

customer service and productivity related initiatives in the future?      5 

  6 

Response: 7 

FBC intends to focus its efforts on finding opportunities for improving internal processes that 8 

simplify and improve customer facing processes and that may lead to increased productivity and 9 

efficiency.  FBC does not consider productivity to be short-term cost cutting measures.  Rather, 10 

FBC’s goal is to create sustainable, long-term savings.  Long-term, sustainable savings may be 11 

accomplished, for example, through the enablement of technology or the re-engineering of the 12 

type of work FBC does, how the work is done and how the Company engages with its 13 

customers.   14 

 15 

 16 

 17 

4.2  Please identify all such initiatives and provide a full benefit cost analysis of two or 18 

three of such initiatives?    19 

  20 

Response: 21 

FBC does not have any such initiatives at this time. 22 

  23 
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5.0  Reference:   Exhibit B-1, section 4.3, p. 25,lines 23-25 and p. 27, Table 4-3, and 1 

section 11, schedule 15 2 

There remains additional surplus capacity available to FBC after the FBC load 3 

obligations and the obligations of the RCA are met, which FBC forecasts selling in the 4 

market in order to reduce power purchase expense, as discussed in Section 4.7 below.  5 

5.1  Please provide a breakdown of the “Waneta Expansion” line item of $25.808 6 

million forecast for 2015,   including the forecast revenues and costs of surplus 7 

sales in the market, and the forecast revenues and costs of surplus sales to BC 8 

Hydro under the RCA?  9 

  10 

Response: 11 

Please refer to the response to BCUC IR 1.8.1. 12 

  13 
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6.0  Reference:   Exhibit B-1, section 4.7, p. 28, lines 27-28 1 

“these capacity-only sales are expected to only be made on a short-term basis to ensure 2 

adequate capacity is available to meet FBC loads as required.” 3 

6.1  Please comment on whether the capacity-only sales characteristics of the WAX 4 

CAPA eliminate or limit opportunities for sales in the market on a long-term 5 

basis?   6 

  7 

Response: 8 

The capacity-only characteristics of the WAX CAPA do not eliminate opportunities for sales in 9 

the market on a long-term basis.  FBC has already sold a portion of the WAX capacity to BC 10 

Hydro under the RCA for a period of 10 years.  As fully discussed in the review process for the 11 

RCA, however, FBC’s view is that the size and term of the 50 MW block sold to BC Hydro under 12 

the RCA on a long term basis was appropriate but that further sales of WAX capacity would be 13 

expected to be done on a short term basis to maintain FBC’s flexibility to optimize its portfolio 14 

and ensure that adequate capacity is available to meet FBC loads as required.   15 

 16 

 17 

 18 

6.2   If so, please comment on whether the capacity-only characteristics of the WAX 19 

CAPA are relevant to the recommendation to sell into the market on a short-term 20 

basis instead of a long-term basis?  21 

  22 

Response: 23 

No, they are not.  The relevant factor is that these sales are only expected to be made on a 24 

short-term basis to ensure adequate capacity is available to meet FBC loads as required.   25 

  26 
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7.0  Reference:   Exhibit B-1, p. 31, lines 24-25 1 

“FBC performs work under contract to third parties at the Waneta and Brilliant 2 

hydroelectric generating facilities.” 3 

7.1  Please comment on whether the contract work that is performed by FBC at the 4 

Waneta hydroelectric generating facility is with an entity that is controlled by an 5 

affiliate of FBC?   6 

  7 

Response: 8 

The work performed by FBC at the Waneta hydroelectric generating facility under contract is for 9 

FortisBC Pacific Holdings Inc. (FPHI), an affiliate of FBC that is not regulated by the 10 

Commission.  11 

 12 

 13 

 14 

7.2  If so, please provide a copy of the contract and justification of the management 15 

fees for the work performed?  16 

  17 

Response: 18 

The Subcontractor Agreement between FBC and FPHI for services provided to FPHI at the 19 

Waneta hydroelectric generating facility is provided as Attachment 7.2. 20 

  21 
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8.0  Reference:   Exhibit B-1, p. 85, lines 14-16 1 

FBC requests that the debt financing of pension and OPEB funding be discontinued, to 2 

avoid stranded financing costs that will accumulate outside of rate base, and instead by 3 

included in rate base such that the utility and customers are appropriately 4 

compensated… 5 

8.1  Please confirm that FBC is seeking a change to carrying costs for pension and 6 

OPEB funding based on the WACC instead of the WACD, and that such carrying 7 

costs based on WACD were approved by Order G-11-12?     8 

  9 

Response: 10 

Please refer to the responses to the BCUC IR 1.17 series. 11 

 12 

 13 

8.2  Please comment on whether the PBR Decision adopted Order G-11-12 for the 14 

term of the PBR Plan?   If so, please explain why reconsideration of this direction 15 

in the PBR Decision meets the reconsideration criteria established by the 16 

Commission?  In particular, has there been a change in circumstances since the 17 

PBR Decision that might justify a reconsideration of the PBR Decision?   18 

  19 

Response: 20 

FBC is seeking to establish a workable treatment for the Pension/OPEB Funding Liability that 21 

will return to ratepayers the financing credits that are recorded and will continue to be recorded 22 

in this account.  Since 2012, FBC has sought to apply to Pension/OPEB Funding Liability the 23 

treatment for deferral accounts arising out of Order G-110-12, which was applicable to FBC’s 24 

2012 and 2013 revenue requirements application, and which was continued for 2014.  However, 25 

this treatment was designed for deferral accounts and cannot be logically applied to 26 

Pension/OPEB Funding Liability, which is not a deferral account as usually defined.  FBC has 27 

concluded it is incorrect to attempt to treat the Pension/OPEB Funding Liability account as if it 28 

were a deferral account and that the Commission could not have intended for FBC to apply the 29 

treatment that it has applied. Given the credit balance of this account, FBC also concluded that 30 

it was incumbent on it to bring this issue to the Commission’s attention in this Application and 31 

seek a workable treatment for the Pension/OPEB Funding Liability going forward. 32 

The genesis of the issue is the Commission’s September 17, 2012 clarification letter for Order 33 

G-110-12, which stated: “The Commission confirms the following: i) With respect to financing 34 

costs applicable during the test period, financing costs are to be added to the deferred account 35 

and amortized concurrently with principal amounts”.  This treatment cannot be applied to the 36 



FortisBC Inc. (FBC or the Company) 

Application for Approval of 2015 Delivery Rates pursuant to the Mulit-Year Performance 
Based Ratemaking Plan (the PBR Plan) approved for 2014 through 2019  

by Order G-139-14 (the Application) 

Submission Date: 

March 25, 2015 

Response to Industrial Customers Group (ICG) Information Request (IR) No. 1 Page 12 

 

 

Pension/OPEB Funding Liability because it is not a deferral account, and because the principal 1 

does not amortize. 2 

The Pension/OPEB Funding Liability account exists under US GAAP and the amounts recorded 3 

in it are liabilities that exist due to the accrual of pension and OPEB expenses for current 4 

employees that will not be paid out for many years. As long as FBC continues to hire 5 

employees, the liability is expected to grow and not reverse.  By requiring that a debt return be 6 

added into the balance in the account, the liability will be greater than had it been held in rate 7 

base, as is the normal practice for these liabilities.  Moreover, as the contributions paid by the 8 

Company have been less than the amounts recovered in rates, a large credit balance has 9 

accumulated that should be used to reduce rates for customers.  However, as there is no 10 

amortization of the Pension/OPEB Funding Liability account, there is no approved mechanism 11 

in place to return to customers the financing credits that have accumulated and will continue to 12 

accumulate. 13 

Because the Commission’s past directions have been directed towards deferral accounts and 14 

cannot logically be applied to the Pension/OPEB Funding Liability account, it is unclear whether 15 

there is in fact any approved treatment for Pension/OPEB Funding Liability financing at all.  As 16 

noted above and in section 12.3.2 of the Application, the Pension/OPEB Funding Liability 17 

account is not a deferral account as usually defined and therefore the Commission’s directions 18 

with respect to deferral accounts may not be applicable to it.  Furthermore, FBC does not 19 

believe that the Commission intended to order that customers be deprived of a rate base credit 20 

return that would otherwise reduce their rates.  FBC has concluded therefore that the 21 

Pension/OPEB Funding Liability has been improperly swept up in the issue of the treatment of 22 

deferral accounts and that a rational treatment of the Pension/OPEB Funding Liability needs to 23 

be established going forward. 24 

FBC therefore considers that it is appropriately seeking to establish a treatment for the 25 

Pension/OPEB Funding Liability and that it is not seeking reconsideration of any Commission 26 

determination in the PBR Decision with respect to deferral accounts.  Bringing this matter 27 

forward in the Annual Review for 2015 rates is the most efficient and timely forum for FBC to 28 

raise this issue. 29 

  30 
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9.0  Reference:  Exhibit B-1, p. 86, lines 25-27 1 

FBC anticipates that it will incur $0.461 million ($0.339 million after tax) of costs in 2015 2 

to begin preparing the 2016 LTERP.  3 

9.1  Please provide the total budgeted amount for preparing and seeking approval for  4 

the 2016 LTERP?   5 

  6 

Response: 7 

Please refer to the response to BCUC IR 1.20.2.  8 

 9 

 10 

 11 

9.2  Please comment on whether FBC would object to recovery of annual forecasts of 12 

the 2016 LTERP expenditures outside of the PBR Plan, instead of establishing a 13 

deferral account for such expenditures?    14 

  15 

Response: 16 

FBC would not object to recovery of these costs outside of the PBR formula, but believes that 17 

establishing a deferral account for the LTERP expenditures is the most appropriate means of 18 

capturing and recovering the costs of the plan.  It is consistent with FBC’s past practice and it is 19 

accepted regulatory practice to defer these costs for review and recovery following the 20 

regulatory review of the plan, and for the recovery term of such deferral accounts to align with 21 

the planning horizon of the LTERP.  This is consistent with the principle that the amortization 22 

period for a deferral account should consider the timing of associated benefits.   23 

  24 
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10.0  Reference:  Exhibit B-1, p. 87, Table 12-1 and Section 11, Schedule 29 1 

10.1  Please explain the rate increases forecast under “After Amortization of 2014 2 

Interim Rate Variance”   in Table 12-1 and the rate increase that is the subject of 3 

the Section 11, Schedule 29?   4 

  5 

Response: 6 

The 2015 rate increase shown in Table 12-1 of 4.6 percent is the final rate increase calculated 7 

at the rates in effect at December 31, 2014.  It does not consider the January 1, 2015 interim 8 

increase of 3.5 percent approved by Order G-163-14. 9 

Schedule 29 shows the rate increase as of July 1, 2015 that, in addition to the 3.5 percent 10 

interim rate increase, is required to collect the 2015 revenue requirement requested in the 11 

Application.  Please refer to the response to ICG IR 1.2.2 explaining the derivation of the 12 

increase in Schedule 29. 13 

 14 

 15 

 16 

10.2  Does the rate increase of 2.2% in Schedule 29  include amortization of 20 17 

percent of the 2014 Interim Rate Variance deferral account balance in 2015?  If 18 

not, please identify the rate impact of approval of item 4 of the draft order?   19 

  20 

Response: 21 

Yes, the rate increase in Schedule 19 is based on the amortization of 20 percent of the 2014 22 

Interim Rate variance deferral account during 2015.  The pre-tax amortization amount of 23 

$(5.928) million is shown in Table 12-1.  Schedule 22 in Section 11 shows at column 8 the 24 

amortization of the after-tax amount ($5.928 million x (1-.26) = $4.387 million) plus amortization 25 

of financing charged to the non-rate base deferral account ($4.387 million + $0.170 million = 26 

$4.556 million). 27 

 28 

 29 

 30 

10.3  Please identify the 2015 rate impact, if any, of approval of item 5 of the draft 31 

order?   32 

  33 

Response: 34 

Please refer to the response to BCUC IR 1.17.2.1. 35 
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 1 

 2 

 3 

10.4  If the rate increases forecast in Table 12-1 are not forecasts of the final general 4 

rate increases for 2016 and 2017, please provide such forecasts?  5 

  6 

Response: 7 

The final rates for 2016 and 2017 have not yet been approved by the Commission.  The rate 8 

increase forecasts for 2016 and 2017 shown in Table 12-1 are FBC’s forecasts of the general 9 

rate increases for those years, based on currently available information.  These forecasts do not 10 

include the impacts of any CPCN projects that FBC may file during the term of the PBR as the 11 

scope and timing of future CPCN projects has not been determined.  12 

  13 
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11.0  Reference:   Decision and Order G-186-14 dated December 3, 2014, p. 11, p. 19, 1 

and p. 26 2 

As a result, while accepting this DSM expenditure schedule, the Panel is concerned 3 

about its adequacy. The Panel encourages FBC to make supplemental DSM 4 

expenditure requests to the Commission as opportunities arise to bring DSM planned 5 

energy savings and expenditures (in particular for the residential and industrial customer 6 

class) back up to those levels accepted in the 2012 LTRP. FBC is directed to include 7 

in its next DSM Annual Report an update on its efforts to increase DSM 8 

expenditures and plan savings back to the levels included in the 2012 LTRP ($9 9 

million and 34 GWh/year). (p. 11)  10 

The Panel is concerned that insufficient focus may have been given to identifying and 11 

addressing DSM opportunities for its industrial customers. (p.19) 12 

To address these concerns, the Commission Panel directs FBC to include in its next 13 

DSM Annual Report a review and discussion of whether opportunities exist in expanding 14 

DSM funding to 2013 approved levels for industrial customers while continuing to obtain 15 

cost-effective energy savings. (p. 26) 16 

11.1 Please provide the DSM Annual Report for 2014?  17 

  18 

Response: 19 

The 2014 DSM Annual Report will be filed with the Commission by March 31st, 2015.  Interested 20 

parties may request a copy at electricity.regulatory.affairs@fortisbc.com. 21 

 22 

 23 

 24 

11.2  Please provide an update on efforts to increase DSM expenditures in the 25 

industrial customer class for 2015?  26 

  27 

Response: 28 

Please refer to the response to BCUC IR 1.4.3.2.1. 29 

 30 

 31 

 32 

11.3  Please comment on whether FBC expects to make supplemental DSM 33 

expenditure requests to the Commission as opportunities arise to bring DSM 34 

mailto:electricity.regulatory.affairs@fortisbc.com
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planned energy savings and expenditures back up to those levels accepted in 1 

the 2012 LTRP?  2 

  3 

Response: 4 

Please refer to the responses to BCUC IRs 1.4.2.1.1 and 1.4.3.2.1.  The Company is not 5 

planning a supplemental DSM expenditure request at this time.  FBC is awaiting the results of 6 

the BC Conservation Potential Review (CPR), which will be used to develop several DSM 7 

scenarios for discussion with stakeholders. The CPR and other program research activities will 8 

provide the foundation of the next long-term DSM Plan to be filed with the Company’s LTERP in 9 

June 2016, and will inform the next DSM expenditure filing for 2017 and subsequent years. 10 
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