
 
 
 
 
 
September 24, 2012 
 
 
Industrial Customers Group 
c/o Robert Hobbs 
301-2298 McBain Avenue 
Vancouver, BC  V6L 3B1 
 
Attention:  Mr. Robert Hobbs 
 
Dear Mr. Hobbs: 
 
 
Re: Generic Cost of Capital Proceeding 

FortisBC Utilities (the “FBCU”)1  

Response to Industrial Customers Group (“ICG”) Information Request (“IR”) 
No. 1 on the Evidence of Concentric Energy Advisors Inc. (“Concentric”) 

 
On August 3, 2012, the FortisBC Utilities filed its Written Evidence in the Generic Cost of 
Capital proceeding as referenced above.  In accordance with the British Columbia Utilities 
Commission Order No. G-84-12 setting out the Amended Preliminary Regulatory Timetable, 
the FBCU respectfully submit the attached response to ICG IR No. 1 on the Evidence of 
Concentric. 

If there are any questions regarding the attached, please contact the undersigned.  

Yours very truly, 
 
on behalf of the FORTISBC UTILITIES 
 
 
Original signed:  
 

 Diane Roy 
 
Attachment 

 
cc (e-mail only):   Commission Secretary 
  Registered Parties 

                                                

1
  comprised of FortisBC Inc., FortisBC Energy Inc., FortisBC Energy (Vancouver Island) Inc., and 
FortisBC Energy (Whistler) Inc. 

Diane Roy 
Director, Regulatory Affairs - Gas 
FortisBC Energy Inc. 
 

16705 Fraser Highway 
Surrey, B.C.  V4N 0E8 
Tel:  (604) 576-7349 
Cell: (604) 908-2790 
Fax: (604) 576-7074 
Email:  diane.roy@fortisbc.com   
www.fortisbc.com  
 
Regulatory Affairs Correspondence 
Email:   gas.regulatory.affairs@fortisbc.com 
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1.   Reference: 2010 Concentric Energy Advisors Report, p. 13, Table 1 

Rationale:  ICG would like to examine the data. 

Request:  

Please provide in electronic form the data used in the statistical analyses summarized in 

Table 1.  Please also send any updates or additions to this data as used in the analyses for 

the 2012 Report. 

  

Response: 

Concentric is governed by agreements which prohibit Concentric from disseminating the highly 

proprietary Bloomberg and RRA data series.  As such, Concentric would be in violation of 

contractual user agreements if it were to provide the data as requested. 

Please see Attachment 1 for data summarized by Concentric, including the updated data used 

in the statistical analyses. 

 

 

2.   Reference: 2010 Concentric Energy Advisors Report, p. 23, Figure 4, Historical 

Backcast of ROE Adjustment Mechanisms – Year-Over-Year 

Adjustment; p. 28, Table 3, Descriptive Statistics of Formulae Input 

Describes formula inputs for Concentric’s testing of various adjustment 

mechanism formulae. 

Rationale: ICG would like to examine the data. 

Request:  

Please provide in electronic format the data described in Table 3 and used to construct 

Figure 4.  Please also send any updates or additions to this data as used in the analyses for 

the 2012 Report. 

  

Response: 

Concentric is governed by agreements which prohibit Concentric from disseminating the highly 

proprietary Bloomberg and RRA data series.  As such, Concentric would be in violation of its 

contractual user agreements if it were to provide the data as requested.   

As this question relates to the construction of Figure 4, please refer to the response to BCUC IR 

1.126.2 and Attachment 126.2 to that response. 
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3.   Reference: 2012 Concentric Energy Advisors Report, p. 1 

“Based on our analysis and assessment of those options, we conclude 

that all formulaic approaches run the risk of deviation from a fair return….  

Consequently, periodic rate hearings remain the only reliable method for 

determination of utility ROEs.” 

Rationale: Consideration of some combination of formulaic approach with 

periodic hearings. 

Request:  

Has Concentric considered some combination of using a formulaic approach in conjunction 

with, possibly less frequent, periodic hearings?  What is Concentric’s opinion on this?   

  

Response: 

As Concentric has stated in his 2010 Report and also in its 2012 Update, periodic rate hearings 

may be used in conjunction with a formula.  Concentric would envision the ideal frequency of 

such periodic hearings to be every three to five years. 
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Regression #1

						Y		X

						Auth. ROE		U.S. Govt. 30-year Treasury

				2010Q3		10.19		3.86				SUMMARY OUTPUT

				2010Q2		10.06		4.36

				2010Q1		10.37		4.62				Regression Statistics

				2009Q4		10.41		4.33				Multiple R		0.8380

				2009Q3		10.23		4.32				R Square		0.7022

				2009Q2		10.40		4.17				Adjusted R Square		0.6986

				2009Q1		10.39		3.44				Standard Error		0.4085

				2008Q4		10.36		3.66				Observations		84

				2008Q3		10.46		4.44

				2008Q2		10.44		4.57				ANOVA

				2008Q1		10.26		4.41						df		SS		MS		F		Sig. F

				2007Q4		10.26		4.61				Regression		1		32.2806		32.2806		193.3985		0.0000

				2007Q3		10.03		4.94				Residual		82		13.6868		0.1669

				2007Q2		10.24		4.99				Total		83		45.9674

				2007Q1		10.48		4.80

				2006Q4		10.31		4.74						Coefficients		Std. Error		t Stat		P-value		Lower 95%		Upper 95%		Lower 95.0%		Upper 95.0%

				2006Q3		10.16		4.99				Intercept		8.4057		0.2034		41.3305		0.0000		8.0011		8.8103		8.0011		8.8103

				2006Q2		10.63		5.14				U.S. Govt. 30-year Treasury		0.4657		0.0335		13.9068		0.0000		0.3991		0.5323		0.3991		0.5323

				2006Q1		10.57		4.63

				2005Q4		10.43		4.68				Notes:

				2005Q3		10.64		4.44				Y = Authorized ROEs

				2005Q2		10.32		4.47				Quarterly weighted-average (weighted by the number of electric and gas cases)

				2005Q1		10.58		4.69				Q4 1989 - Q3 2010

				2004Q4		10.80		4.86				Source:  Regulatory Research Associates

				2004Q3		10.47		5.06				X = U.S. Government 30-year Treasury Bond

				2004Q2		10.62		5.32				Quarterly average (daily average for each month in the quarter then three months averaged)

				2004Q1		11.04		4.88				Q4 1989 - Q3 2010

				2003Q4		10.93		5.11				Source:  Bloomberg

				2003Q3		10.29		5.12

				2003Q2		11.26		4.59

				2003Q1		11.41		4.85

				2002Q4		11.02		4.93

				2002Q3		11.38		5.08

				2002Q2		11.50		5.61

				2002Q1		10.42		5.51

				2001Q4		11.26		5.30

				2001Q3		10.78		5.52

				2001Q2		10.84		5.70

				2001Q1		11.38		5.44

				2000Q4		12.26		5.68

				2000Q3		11.43		5.79

				2000Q2		11.02		5.97

				2000Q1		10.96		6.30

				1999Q4		10.62		6.25

				1999Q3		10.75		6.04

				1999Q2		11.10		5.79

				1999Q1		10.65		5.37

				1998Q4		11.95		5.11

				1998Q3		11.51		5.47

				1998Q2		11.58		5.85

				1998Q1		11.31		5.88

				1997Q4		10.98		6.14

				1997Q3		12.00		6.53

				1997Q2		11.64		6.93

				1997Q1		11.23		6.81

				1996Q4		11.34		6.61

				1996Q3		10.98		6.96

				1996Q2		11.23		6.92

				1996Q1		11.46		6.30

				1995Q4		11.60		6.23

				1995Q3		11.26		6.71

				1995Q2		11.28		6.96

				1995Q1		11.96		7.63

				1994Q4		11.39		7.96

				1994Q3		11.34		7.59

				1994Q2		11.00		7.35

				1994Q1		11.09		6.56

				1993Q4		11.13		6.13

				1993Q3		11.31		6.31

				1993Q2		11.67		6.86

				1993Q1		11.81		7.08

				1992Q4		12.04		7.52

				1992Q3		11.97		7.44

				1992Q2		11.86		7.89

				1992Q1		12.39		7.80

				1991Q4		12.38		7.84

				1991Q3		12.46		8.18

				1991Q2		12.58		8.31

				1991Q1		12.67		8.19

				1990Q4		12.73		8.54

				1990Q3		12.45		8.79

				1990Q2		12.84		8.64

				1990Q1		12.65		8.44

				1989Q4		12.50		7.93





Regression #2

						Y		X

						Auth. ROE		Government of Canada 30-year Bond

				2010Q3		10.19		3.60				SUMMARY OUTPUT

				2010Q2		10.06		3.88

				2010Q1		10.37		4.05				Regression Statistics

				2009Q4		10.41		3.96				Multiple R		0.8012

				2009Q3		10.23		3.93				R Square		0.6419

				2009Q2		10.40		3.86				Adjusted R Square		0.6372

				2009Q1		10.39		3.64				Standard Error		0.4001

				2008Q4		10.36		3.97				Observations		79

				2008Q3		10.46		4.06

				2008Q2		10.44		4.11				ANOVA

				2008Q1		10.26		4.10						df		SS		MS		F		Sig. F

				2007Q4		10.26		4.29				Regression		1		22.0901		22.0901		138.0085		0.0000

				2007Q3		10.03		4.46				Residual		77		12.3249		0.1601

				2007Q2		10.24		4.34				Total		78		34.4150

				2007Q1		10.48		4.16

				2006Q4		10.31		4.10						Coefficients		Std. Error		t Stat		P-value		Lower 95%		Upper 95%		Lower 95.0%		Upper 95.0%

				2006Q3		10.16		4.33				Intercept		9.3038		0.1571		59.2100		0.0000		8.9909		9.6167		8.9909		9.6167

				2006Q2		10.63		4.47				Government of Canada 30-year Bond		0.2888		0.0246		11.7477		0.0000		0.2399		0.3378		0.2399		0.3378

				2006Q1		10.57		4.19

				2005Q4		10.43		4.23				Notes:

				2005Q3		10.64		4.26				Y = Authorized ROEs

				2005Q2		10.32		4.48				Quarterly weighted-average (weighted by the number of electric and gas cases)

				2005Q1		10.58		4.75				Q1 1991 - Q3 2010

				2004Q4		10.80		4.97				Source:  Regulatory Research Associates

				2004Q3		10.47		5.19				X = Government of Canada 30-year Bond Yield

				2004Q2		10.62		5.33				Quarterly average (daily average for each month in the quarter then three months averaged)

				2004Q1		11.04		5.09				Q1 1991 - Q3 2010

				2003Q4		10.93		5.32				Source:  Bloomberg

				2003Q3		10.29		5.34

				2003Q2		11.26		5.24

				2003Q1		11.41		5.49

				2002Q4		11.02		5.54

				2002Q3		11.38		5.59

				2002Q2		11.50		5.85

				2002Q1		10.42		5.74

				2001Q4		11.26		5.63

				2001Q3		10.78		5.85

				2001Q2		10.84		5.94

				2001Q1		11.38		5.67

				2000Q4		12.26		5.59

				2000Q3		11.43		5.55

				2000Q2		11.02		5.73

				2000Q1		10.96		6.07

				1999Q4		10.62		6.18

				1999Q3		10.75		5.78

				1999Q2		11.10		5.55

				1999Q1		10.65		5.35

				1998Q4		11.95		5.31

				1998Q3		11.51		5.56

				1998Q2		11.58		5.61

				1998Q1		11.31		5.77

				1997Q4		10.98		6.05

				1997Q3		12.00		6.51

				1997Q2		11.64		7.07

				1997Q1		11.23		7.15

				1996Q4		11.34		7.04

				1996Q3		10.98		7.91

				1996Q2		11.23		8.19

				1996Q1		11.46		7.88

				1995Q4		11.60		7.94

				1995Q3		11.26		8.50

				1995Q2		11.28		8.42

				1995Q1		11.96		9.08

				1994Q4		11.39		9.26

				1994Q3		11.34		9.16

				1994Q2		11.00		8.73

				1994Q1		11.09		7.48

				1993Q4		11.13		7.45

				1993Q3		11.31		7.74

				1993Q2		11.67		8.30

				1993Q1		11.81		8.49

				1992Q4		12.04		8.61

				1992Q3		11.97		8.41

				1992Q2		11.86		9.11

				1992Q1		12.39		9.10

				1991Q4		12.38		9.23

				1991Q3		12.46		9.93

				1991Q2		12.58		9.93

				1991Q1		12.67		10.03





Regression #3

						Y		X

						Auth. ROE		Moody's
A-rated Utility Bond

				2010Q3		10.19		5.09				SUMMARY OUTPUT

				2010Q2		10.06		5.59

				2010Q1		10.37		5.83				Regression Statistics

				2009Q4		10.41		5.66				Multiple R		0.8481

				2009Q3		10.23		5.74				R Square		0.7193

				2009Q2		10.40		6.39				Adjusted R Square		0.7159

				2009Q1		10.39		6.37				Standard Error		0.3967

				2008Q4		10.36		7.23				Observations		84

				2008Q3		10.46		6.42

				2008Q2		10.44		6.32				ANOVA

				2008Q1		10.26		6.15						df		SS		MS		F		Sig. F

				2007Q4		10.26		6.08				Regression		1		33.0659		33.0659		210.1626		0.0000

				2007Q3		10.03		6.22				Residual		82		12.9015		0.1573

				2007Q2		10.24		6.09				Total		83		45.9674

				2007Q1		10.48		5.90

				2006Q4		10.31		5.86						Coefficients		Std. Error		t Stat		P-value		Lower 95%		Upper 95%		Lower 95.0%		Upper 95.0%

				2006Q3		10.16		6.19				Intercept		7.3311		0.2680		27.3554		0.0000		6.7980		7.8643		6.7980		7.8643

				2006Q2		10.63		6.37				Moody's A-rated Utility Bond		0.5205		0.0359		14.4970		0.0000		0.4491		0.5919		0.4491		0.5919

				2006Q1		10.57		5.85

				2005Q4		10.43		5.82				Notes:

				2005Q3		10.64		5.51				Y = Authorized ROEs

				2005Q2		10.32		5.52				Quarterly weighted-average (weighted by the number of electric and gas cases)

				2005Q1		10.58		5.74				Q4 1989 - Q3 2010

				2004Q4		10.80		5.96				Source:  Regulatory Research Associates

				2004Q3		10.47		6.13				X = Moody's A-rated Utility Bond Index

				2004Q2		10.62		6.48				Quarterly average (daily average for each month in the quarter then three months averaged)

				2004Q1		11.04		6.09				Q4 1989 - Q3 2010

				2003Q4		10.93		6.36				Source:  Bloomberg

				2003Q3		10.29		6.64

				2003Q2		11.26		6.39

				2003Q1		11.41		6.93

				2002Q4		11.02		7.15

				2002Q3		11.38		7.19

				2002Q2		11.50		7.50

				2002Q1		10.42		7.65

				2001Q4		11.26		7.67

				2001Q3		10.78		7.71

				2001Q2		10.84		7.93

				2001Q1		11.38		7.74

				2000Q4		12.26		8.03

				2000Q3		11.43		8.20

				2000Q2		11.02		8.45

				2000Q1		10.96		8.29

				1999Q4		10.62		8.05

				1999Q3		10.75		7.85

				1999Q2		11.10		7.48

				1999Q1		10.65		7.11

				1998Q4		11.95		6.97

				1998Q3		11.51		6.99

				1998Q2		11.58		7.12

				1998Q1		11.31		7.11

				1997Q4		10.98		7.25

				1997Q3		12.00		7.52

				1997Q2		11.64		7.88

				1997Q1		11.23		7.76

				1996Q4		11.34		7.62

				1996Q3		10.98		7.96

				1996Q2		11.23		7.98

				1996Q1		11.46		7.44

				1995Q4		11.60		7.37

				1995Q3		11.26		7.72

				1995Q2		11.28		7.93

				1995Q1		11.96		8.54

				1994Q4		11.39		8.87

				1994Q3		11.34		8.51

				1994Q2		11.00		8.29

				1994Q1		11.09		7.55

				1993Q4		11.13		7.22

				1993Q3		11.31		7.28

				1993Q2		11.67		7.81

				1993Q1		11.81		8.07

				1992Q4		12.04		8.53

				1992Q3		11.97		8.47

				1992Q2		11.86		8.86

				1992Q1		12.39		8.91

				1991Q4		12.38		9.02

				1991Q3		12.46		9.33

				1991Q2		12.58		9.50

				1991Q1		12.67		9.58

				1990Q4		12.73		9.89

				1990Q3		12.45		9.93

				1990Q2		12.84		9.91

				1990Q1		12.65		9.72

				1989Q4		12.50		9.50





Regression #4

						Y		X

						Auth. ROE		Bloomberg Canada A-rated Utility Bond

				2010Q3		10.19		5.10				SUMMARY OUTPUT

				2010Q2		10.06		5.32

				2010Q1		10.37		5.43				Regression Statistics

				2009Q4		10.41		5.40				Multiple R		0.6687

				2009Q3		10.23		5.46				R Square		0.4472

				2009Q2		10.40		6.20				Adjusted R Square		0.4299

				2009Q1		10.39		6.62				Standard Error		0.2952

				2008Q4		10.36		6.58				Observations		34

				2008Q3		10.46		5.66

				2008Q2		10.44		5.54				ANOVA

				2008Q1		10.26		5.43						df		SS		MS		F		Sig. F

				2007Q4		10.26		5.45				Regression		1		2.2551		2.2551		25.8862		0.0000

				2007Q3		10.03		5.52				Residual		32		2.7877		0.0871

				2007Q2		10.24		5.28				Total		33		5.0427

				2007Q1		10.48		5.07

				2006Q4		10.31		5.01						Coefficients		Std. Error		t Stat		P-value		Lower 95%		Upper 95%		Lower 95.0%		Upper 95.0%

				2006Q3		10.16		5.27				Intercept		8.0691		0.4913		16.4233		0.0000		7.0683		9.0698		7.0683		9.0698

				2006Q2		10.63		5.37				Bloomberg Canada A-rated Utility Bond		0.4302		0.0845		5.0879		0.0000		0.2579		0.6024		0.2579		0.6024

				2006Q1		10.57		5.08

				2005Q4		10.43		5.08				Notes:

				2005Q3		10.64		5.09				Y = Authorized ROEs

				2005Q2		10.32		5.42				Quarterly weighted-average (weighted by the number of electric and gas cases)

				2005Q1		10.58		5.69				Q2 2002 - Q3 2010

				2004Q4		10.80		5.91				Source:  Regulatory Research Associates

				2004Q3		10.47		6.14				X = Bloomberg Canada A-rated Utility Bond Index

				2004Q2		10.62		6.23				Quarterly average (daily average for each month in the quarter then three months averaged)

				2004Q1		11.04		5.90				Q2 2002 - Q3 2010

				2003Q4		10.93		6.16				Source:  Bloomberg

				2003Q3		10.29		6.31

				2003Q2		11.26		6.33

				2003Q1		11.41		6.69

				2002Q4		11.02		6.84

				2002Q3		11.38		6.88

				2002Q2		11.50		7.06





