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April 18, 2023 
 
 
Commercial Energy Consumers Association of British Columbia 
c/o  Owen Bird Law Corporation 
P.O. Box 49130, Three Bentall Centre 
2900 – 595 Burrard Street 
Vancouver, BC V7X 1J5 
 
Attention:  Christopher P. Weafer 
 
 
Dear Christopher P. Weafer: 
 
Re: FortisBC Energy Inc. (FEI) 

Revised Renewable Gas Program Application – Stage 2 (Application) 

Response to Commercial Energy Consumers Association of British Columbia 
(CEC) Information Request (IR) No. 1 on FEI’s Rebuttal Evidence to Kurt G. 
Strunk 

 
On December 17, 2021, FEI filed the Application referenced above.  In accordance with the 
amended regulatory timetable established in Exhibit A-47, FEI respectfully submits the 
attached response to CEC IR No. 1 on FEI’s Rebuttal Evidence to Kurt G. Strunk. 
 
If further information is required, please contact the undersigned. 
 
Sincerely, 
 
FORTISBC ENERGY INC. 
 
 
Original signed:  
 

 Sarah Walsh 
 

Attachments 

cc (email only): Commission Secretary 
 Registered Parties  
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mailto:electricity.regulatory.affairs@fortisbc.com
http://www.fortisbc.com/


FortisBC Energy Inc. (FEI or the Company) 

Revised Renewable Gas Program Application – Stage 2 (Application) 

Submission Date: 

April 18, 2023 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 1 on FEI Rebuttal Evidence to Kurt G. Strunk 

Page 1 

 

1. Reference:   Exhibit B-67, Rebuttal Strunk, Appendix A, A9 1 

 2 
1.1 Please confirm that the Commission can and has permitted certain cross-subsidies 3 

to occur between rate classes in the same utility where the rate classes have 4 

differing Revenue:Cost ratios. 5 

  6 

Response: 7 

When the BCUC accepts a range of reasonableness, such as the range of 95 percent to 105 8 

percent accepted by the BCUC in its decision on FEI’s 2016 Rate Design Application (RDA),1 the 9 

acceptance of this range should not be considered cross-subsidization. Within FEI’s 2016 RDA, 10 

FEI provided a Cost of Service Allocation (COSA) study. Due to the many assumptions and 11 

subjectivity embedded in a COSA study, if the resulting rate schedule’s revenue to cost ratio falls 12 

within a range of reasonableness (95 percent to 105 percent) then that rate schedule should be 13 

considered to be paying its fully allocated costs. The BCUC Panel in the 2016 RDA recognized 14 

this, stating the following:2 15 

 
1  Page 35 of Appendix A to Order G-4-18. 
2  Page 35 of Appendix A to Order G-4-18. 
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To set just, reasonable and not unduly discriminatory rates, utility costs must be 1 

fairly allocated to customers groups. The apportionment of shared utility costs to 2 

each of the rate classes through the COSA studies depends on assumptions, 3 

estimates and judgements. The Panel accepts that in theory an R:C ratio of 100 4 

percent for each rate schedule would indicate that the revenues recovered from 5 

each rate schedule are equal to the cost to serve them. However, due to the 6 

assumptions, estimates and judgements involved in a COSA study, the Panel 7 

considers it appropriate to use a range of reasonableness. 8 

In this regard, comparing revenue to cost ratios within a range of reasonableness should not be 9 

compared to an acceptance of cross-subsidization.  10 

However, the statutory standard in the Utilities Commission Act does not disapprove or disallow 11 

rates that will subsidize other customers, but rather, a utility is not allowed to charge rates that 12 

are “unjust, unreasonable, unduly discriminatory or unduly preferential”. Regardless of the rate 13 

structure chosen, cross-subsidization to some degree occurs amongst customers within a rate 14 

class as well as across different rate classes in virtually all forms of ratemaking. 15 

  16 
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2. Reference:   Exhibit B-67, Rebuttal to Strunk, Appendix A, A16 1 

 2 

2.1 Please elaborate on how the decarbonization requirements impose a much higher 3 

cost for serving new electric customers.  4 

  5 

Response: 6 

The following response is provided by Concentric Energy Advisors, Inc. (Concentric): 7 

Based on Mr. Strunk’s position, where new customers impose new costs they should be born by 8 

those new customers, any incremental cost expended to displace depreciated legacy resources 9 

with new zero-carbon resources would need to be paid for by the new customer. On nearly every 10 

electric system that relies on fossil-fueled resources, the displacement of those resources with a 11 

combination of renewable or nuclear power and peaking capacity or storage has proven to be 12 

more expensive than the status quo. Furthermore, significant electric load growth from 13 

electrification of end uses is causing cost increases associated with decarbonization.  14 

  15 
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3. Reference:   Exhibit B-67, Rebuttal to Strunk, A28 1 

 2 

3.1 Please explain how the availability of Demand Side Management options impact 3 

market efficiency, if at all. 4 

  5 

Response: 6 

The following response is provided by Concentric: 7 

Demand side management programs are designed to reduce energy costs where the program 8 

has been determined to be cost effective based on a test to ascertain whether total benefits 9 

(societal, systematic or individual) exceed costs.  The extent to which a program will enhance 10 

efficient allocation of  resources depends on the energy market where they are made available, 11 

the nature of the benefit-cost test and the associated assumptions about program costs and 12 

quantifying benefits. In general, integrating demand management programs into electric markets 13 

enhances efficiency if the cost responsibility for those programs is appropriately assigned.  14 

 15 


	FEI Stage 2 Revised RG Program_CEC IR1 Rebuttal-Strunk Response Cover Letter
	FEI Stage 2 Revised RG Program_CEC IR1 Rebuttal_Strunk Response
	1. Reference:   Exhibit B-67, Rebuttal Strunk, Appendix A, A9
	2. Reference:   Exhibit B-67, Rebuttal to Strunk, Appendix A, A16
	3. Reference:   Exhibit B-67, Rebuttal to Strunk, A28




