i Dennis Swanson
FORT I S BC Director, Regulatory Affairs
FORTISBC INC. STAGE 2 PRUDENCY REVIEW
202 Pages KETTLE VALLEY SUBSTATION EXHIBITB-11

August 28, 2012

Via Email
Original viaMail

Ms. Erica Hamilton

Commission Secretary

BC Utilities Commission

Sixth Floor, 900 Howe Street, Box 250
Vancouver, BC V6Z 2N3

Dear Ms. Hamilton:

FortisBC Inc.

Suite 100 - 1975 Springfield Road
Kelowna, BC V1Y 7V7

Ph: (250) 717-0890

Fax: 1-866-335-6295
electricity.regulatory.affairs@fortisbc.com
www.fortisbc.com

Re:  Stage 2 Prudency Expenditure Review — Kettle Valley Distribution Source Project

Intervenor Information Request No. 1

Please find attached FortisBC’s responses to Information Requests No. 1 from the Industrial
Customers Group (ICG), British Columbia Pensioners’ and Seniors’ Organization et al.

(BCPSO) and Norman Gabana.

Sincerely,

Dennis Swanson

Director, Regulatory Affairs

cc: Registered Intervenors


mailto:electricity.regulatory.affairs@fortisbc.com�
markhuds
FBC Kettle Valley Prudency Review - Stage 2


FortisBC Inc. (FortisBC or the Company)

< The Kettle Valley Distribution Source Project Submission Date:
6 Project No. 3698408 and Commission Order No. C-5-06, ubmission Date:
A Stage 2 Prudency Expenditure Inquiry Under Sections 59 and 60 of the Utilities August 28, 2012

FORTIS BC Commission Act

Response to Industrial Customers Group (ICG)

. Page 1
Information Request (IR) No. 1

1.0 Reference: Exhibit B-10, BCUC IR No. 1, 4.2.1.1; BCUC IR No. 1,5.2.1

“... this analysis only provided an estimate of what the potential escalations could be, it
was felt that these cost increases, if they occurred, could be either mitigated or
accommodated within the project contingencies.”

“There was no calculation of cost escalation.”

1.1 Please comment on whether or not “project contingencies” include price
increases attributable to inflation, and please comment on whether or not
“potential escalations” include price increases attributable to inflation?
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Response:

10 Prior to, and at the time of, the Kettle Valley Project CPCN application, price increases
11  attributable to inflation were typically nominal and were thus accommodated within project
12  contingency estimates and were not explicitly identified.

13  “Potential escalations” can include two aspects:

14 1. Nominal cost increases over time due to normal expected inflation. While somewhat
15 variable, these increases are typically no more than one to three percent annually.

16 2. Commodity and resource cost increases due to external market forces and economic
17 conditions. These can be highly volatile (unpredictable) and may vary in both positive
18 and negative directions.

19

20

21 1.2 Please provide any analysis, which was performed prior to the filing of the CPCN
22 application, of cost escalations related to materials or labour that were included
23 in “project contingencies’?

24 Response:

25  FortisBC has no record of any cost escalation analysis which was performed prior to filing the
26  Kettle Valley Project CPCN application.

27
28
29 1.3 Please comment on whether or not “project contingencies” are expected to be
30 expended, or as the above quote suggests are “project contingencies” amenable

31 to mitigation and control?
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Response:

As discussed in the response to ICG IR1 Q1.1 above, prior to, and at the time of, the Kettle
Valley Project CPCN application, “project contingencies” were considered to accommodate a
number of different aspects of project costs risks, including increases attributable to inflation.
Hence, at the time it was considered that some aspects of project contingencies were amenable
to mitigation and control.

1.4 Please explain why cost escalation should not always be considered to be a
project risk?

Response:

As discussed in the response to ICG IR1 Q1.1, some level of cost escalation due to normal
inflation over time is expected. This aspect is considered commonly known and thus is not (and
was not) considered a significant risk. However, escalation due to commodity and resource
volatility can be highly unpredictable. Historically, this type of escalation had not been
encountered and thus was not identified at the time of the Kettle Valley Project CPCN
application to be a significant project risk.

1.5 Please comment on whether or not “no calculation of cost escalation” means
that cost escalation was not considered to be a risk to the Kettle Valley Project?

Response:

Please refer to the response to ICG IR1 Q1.4.

1.6 Please explain why the unique characteristics of cost escalation drivers and
impacts should be “mitigated or accommodated within the project contingencies”
and not controlled or otherwise managed as a unique cost control account?

Response:

While the question appears to be related to present-day practice, the fact is that, at the time of
the Kettle Valley Project CPCN application, and consistent with prior capital projects, cost
escalation was considered able to be accommodated within the project contingency. FortisBC
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estimating practices have evolved since that time, particularly in the context of the revised
CPCN Guidelines, and this is no longer the case.

1.7 Please provide any internal documents that define “contingencies” or that define
“escalations” or that describe the cost estimating methodology to be followed at
FortisBC?

Response:

Please refer to the response to ICG IR1 Q22.3 (and specifically ICG IR1 Appendix 22.3D) for
the requested information. Please note that these are the current definitions and the estimating
methodology used by FortisBC and were not in place at the time of the Kettle Valley Project
CPCN application. At that time, there was no formal documentation covering the requested
information.

1.8 Please identify, and provide a detailed CV of, all persons with economics
expertise that were involved in the analysis of inflation effects on the project
estimates?

Response:

Please refer to the response to ICG IR1 Q1.9 below.

1.9 Please identify all other persons involved in the preparation of the project
estimates?

Response:

As discussed in the responses to BCUC IR1 Q10.10.2 and Q23.2, the project estimate was
developed and reviewed by engineering and design staff who had considerable experience and
technical expertise with preparing and reviewing such estimates for other similar projects within
FortisBC. During the CPCN development process the cost estimate was then reviewed and
checked by Planning, Engineering, Project Management and Finance personnel to ensure that
the major project components were identified and the stated costs were consistent with
previous, recently completed FortisBC projects.
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A summary of the CVs for persons involved in the development of the Kettle Valley Project is
provided below. Due to privacy considerations, names of specific personnel have been
removed. Based on the information provided below, the Company submits that the
development of the Kettle Valley Project was resourced with appropriate and qualified
personnel.

Vice President, Transmission and Distribution
FortisBC's Vice President of Transmission and Distribution responsible for the planning,

engineering, and daily operations of the transmission and distribution system.

The Vice President of Transmission and Distribution joined FortisBC in 2003. From 1999 to
2002, the Vice President of Transmission and Distribution served as General Manager for
TransAlta Utilities responsible for all operations of a power generating station in Alberta. Prior
to that, he held a number of engineering, planning and project management positions within
TransAlta Utilities’ Transmission and Generation departments.

The Vice President of Transmission and Distribution holds a Masters of Business Administration
(2000) from Queens University and a Bachelor of Science in Civil Engineering (1989) from the
University of Alberta. He is a member of the Association of Professional Engineers,
Geoscientists of British Columbia, and is also a member of the Association of Professional
Engineers, Geologists and Geophysicists of Alberta.

Vice President, Generation (Immediately previous, Vice President, Operations)
FortisBC's Vice President of Generation is responsible for the operation and maintenance of the

hydroelectric generating plants owned and operated by FortisBC, the operation of the system
control centre, as well as overall responsibility for the resourcing of power supplies to meet
system loads.

The Vice President of Generation has over 25 years of operational experience in the electrical
utility industry, the last 14 of which have been spent with FortisBC and its predecessor
companies. His prior experience includes 11 years with SaskPower, and he has worked in
various operational, technical and senior managerial roles throughout his career.

The Vice President of Generation holds a Bachelor of Science in Mechanical Engineering
(1976) from the Royal Military College of Canada. He is a member of the Association of
Professional Engineers, Geoscientists of British Columbia.

Manager, Transmission and Distribution Planning
The Manager of Transmission and Distribution Planning is responsible for the short and long

term capital planning of the transmission and distribution system.

The Manager of Transmission and Distribution Planning has over 30 years experience in the
utility industry and joined FortisBC in 2003. Prior to joining FortisBC he was a Contract Power
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Project Manager working for Entergy in Louisiana and Arkansas from 2000 to 2002. From 1997
to 1999 he was Senior Substation Engineer for Enmax. Prior to that, the Manager of
Transmission and Distribution held a number of engineering, planning and operations positions
with TransAlta Utilities.

The Manager of Transmission and Distribution has a Bachelor of Science in Electrical
Engineering from the University of Saskatchewan and is a member of the Association of
Professional Engineers and Geoscientists of British Columbia.

Senior Planning Engineer, Protection and Control
The Senior Planning Engineer, Protection and Control, is an electrical engineer with over 9

years of experience in electric utility power systems design, planning and operations.

The Senior Planning Engineer, Protection and Control, is responsible for FortisBC’s protection,
control and telecommunications planning and design. Prior to working for FortisBC, he was
employed by a consulting engineering firm which provided services to the mining and utility
sector in British Columbia.

The Senior Planning Engineer, Protection and Control, has a Bachelor of Applied Science
(1994) from the University of British Columbia. He is a member of the Association of
Professional Engineers, Geoscientists of British Columbia and a Senior Member of the Institute
of Electrical and Electronic Engineers (IEEE).

Regional Planning Engineer
The Regional Planning Engineer joined FortisBC in 2001 and is responsible for distribution

planning and operation support for the Kootenay region. Prior to joining FortisBC he worked for
BC Hydro and Ontario Hydro.

The Regional Planning Engineer has 37 years of utility experience as a professional engineer,
including Generation, Transmission, Distribution and Customer Service, in roles of planning,
testing, operation support, and energy management with utility networks up to and including 500
kV.

The Regional Planning Engineer holds a Bachelor Degree of Applied Science in Electrical
Engineering from the University of British Columbia (1968). He is a member of the Association
of Professional Engineers, Geoscientists of British Columbia.

Regional Planning Engineer
The Regional Planning Engineer joined FortisBC in 1997 and is responsible for distribution

planning and operation support for the Okanagan region. Prior to joining FortisBC, from 1986 to
1997 he held a number of engineering positions with TransAlta Utilities in the areas of
distribution standards, substation design, and transmission operations.
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The Regional Planning Engineer holds a Bachelor of Science degree in Electrical Engineering
(1986) from the University of Calgary. He is a member of the Association of Professional
Engineers, Geoscientists of British Columbia.

Planning Engineer
The Planning Engineer is an electrical engineer with over 16 years of experience in electric

utilities in multiple countries in system planning and operations.

The Planning Engineer joined FortisBC in 2005 and was responsible for system planning for
transmission and distribution project projects. Prior to joining FortisBC, he was the
Transmission & Distribution Manager for the Public Utilities Corporation, in the Republic of
Seychelles.

The Planning Engineer has a Bachelor of Electrical Engineering — Honours (1989) from
Jadavpur University, Calcutta, India. He is also a Chartered Engineer (Engineering Council of
UK) and is registered in the International Register of Professional Engineers (IROPE-UK
Chapter). Please note that C.Eng Certification in UK is equivalent to P.Eng Certification in
Canada. The Planning Engineer is also a member of the Institution of Engineering &
Technology (IET-UK) and has several Technical Publications in various prestigious forums in
USA, Canada & Africa.

Project Engineer
The Project Engineer is an electrical engineer with over three years of experience in electric

utility power systems design, planning and operations.

As the Project Engineer for FortisBC, he is responsible for managing engineering quality,
schedule and cost on FortisBC transmission and distribution projects. Prior to this, the Project
Engineer was responsible for FortisBC’s telecommunication engineering and design.

The Project Engineer has a Bachelor of Applied Science (2002) from the University of Victoria
with specialization in the Telecommunications Option. He is a registered Engineer in Training
with the Association of Professional Engineers, Geoscientists of British Columbia.

Senior Project Manager
The Senior Project Manager has worked in the electrical utility business since 1990, and has

been with FortisBC and its predecessors since 1996. From that time until 2000, he served as
the Manager, Safety and Health, responsible for all aspects of employee and public safety and
health. In 2000 he became the Manager, Transmission and Distribution Operations, overseeing
all powerline operation and construction. In 2003 he accepted a role as a senior project
manager, ensuring safe and cost effective capital projects.

Prior to joining FortisBC, the Senior Project Manager spent six years with BC Hydro as a health
and safety professional, specializing in construction project work.
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The Senior Project Manager has a Diploma of Technology in Occupational Health and Safety
from the British Columbia Institute of Technology. He is also a past recipient of Safety
Professional of the Year honor, awarded by the Canadian Society of Safety Engineers.

Director of Regulatory Affairs
The Director of Regulatory Affairs joined FortisBC in 1981 and has also held managerial

positions in the Customer Service and Marketing areas.

The Director of Regulatory Affairs holds a Masters degree in Economics from the University of
Calgary.

Manager of Revenue Requirements
The Manager of Revenue Requirements joined FortisBC in 1989 and has also held positions in

the Customer Service, Finance and Accounting areas.

The Manager of Revenue Requirements holds a Masters degree in Economics from the
University of Alberta.

1.10 Please provide all emails, reports or any other documents created by anyone that
may be relevant to the calculation of cost escalation for the project?

Response:

There was no calculation of cost escalation.

1.11 Please comment on whether or not the mitigation and control of “potential
escalations” may include schedule acceleration, contracting, and/or hedging?

Response:

FortisBC agrees that mitigation of “potential escalations” could include altering project
schedules or engaging contract resources. Both of these methods were used in the Kettle
Valley Project.

While hedging is a possible alternative, FortisBC does not have the in-house expertise for this,
nor does it feel that the additional cost of retaining internal or external resources would be in the
best interest of customers.
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2.0 Reference: Exhibit B-10, BCUC IR No. 1, 4.2.2

“...it was uncertain whether these escalations would be realized for the Kettle Valley
Project...”

2.1 Please provide any certainty analysis that was done to support the statement in
the above quoted response?

Response:

FortisBC did not complete a certainty analysis.

2.2 Please either confirm that no range analysis, including expected value or
probability analysis, was done, or if done, provide all emails, reports or any other
documents relevant to the development of range analysis regarding cost
escalations?

Response:

FortisBC did not complete a range or probabilistic analysis.

2.3 Please comment on whether or not the ability to generate reliable project cost
estimates is a critical function necessary to identify project risks and to support
and evaluate project management decisions?

Response:

FortisBC agrees that reliable project cost estimates are helpful for evaluating and comparing
alternate solutions to address an identified need. Once a determination is made on how to best
to address that need, reliable project cost estimates are used to identify project risks and to
evaluate project management decisions, however, at the same time, FortisSBC also has an
obligation to provide safe and reliable service to its customers. In the end, cost variances that
result from circumstances beyond the Company’s control may be necessary in order to meet
this obligation to customers. Thus, while highly accurate cost estimates may provide greater
certainty of the final cost of a project, this initial increased accuracy will not necessarily result in
reduced final project costs or risks.
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3.0 Reference: Exhibit B-10, BCUC IR No. 1, 4.5, Appendix 2.2, BCUC IR No. 1, 48.2,
BCUC IR No. 1, 49.2.1

“The fibre cost used in the Kettle Valley Project CPCN application was $29,000 per km,
. and was derived from the km cost incurred to install fibre between Pentiction and
Oliver as a component of the South Okanagan project.”

“Following is an order-of-magnitude estimate for a fibre-optic communication system
between Oliver, Kettle Valley and Grand Forks. This is based on project and equipment
costs from the South Okanagan and Kootenay 230 kV projects ...”

. actual costs incurred resulted in a construction cost of approximately 48,000 per
km.”

“FortisBC did not specifically identify the communication estimate as a “per kilometre
cost” in the Kettle Valley Project CPCN.”

3.1 Please confirm that the estimate in the CPCN application for fibre-optic
communication work was based on the estimate found in Appendix 2.2?

Response:

FortisBC confirms that the estimate in the CPCN application for the fibre-optic communication
work was based on the estimate found in BCUC IR1 Appendix 2.2 (Exhibit B-10).

3.2 Please provide all emails, reports or any other documents relevant to the
decision to base the estimate in the CPCN application for fibre-optic
communication work on the estimate found in Appendix 2.27?

Response:

The decision to base the CPCN Application on the estimate found in BCUC IR1 Appendix 2.2
occurred via informal discussions and meetings. No further documentation exists to support the
decision.

3.3 Please define “an order-of-magnitude estimate”? Please provide all internal
documents that define “an order-of-magnitude estimate”?
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Response:

An order of magnitude estimate refers to the number of significant digits that are relevant in the
estimate. FortisBC does not have internal documents that define an order of magnitude
estimate.

3.4 Please comment on whether or not the estimate for fibre-optic communication
work was based, at least in part, on the Kootenay 230 kV project?

Response:

The multiplexer equipment costs in the estimate were based on the Kootenay 230 kV Project.

3.5 Please provide the calculation of the $29,000 per km cost estimate for the fibre-
optic communication work?

Response:

In 2004, as a component of the South Okanagan Reinforcement Project, approximately 40 km
of fibre optic cable was installed on 40 Line and 76 Line. The resulting actual costs were
$32,000 per kilometer of installed fibre. For the Kettle Valley Project CPCN Application,
FortisBC reduced the per kilometre unit cost by approximately 10 percent in recognition of
anticipated efficiency gains by incorporating the fibre installation into the project distribution line
work scope, thus resulting in the $29,000 per kilometer estimate.

4.0 Reference: Exhibit B-10, BCUC IR No. 1, 4.5

“... FortisBC retained an external engineer to review, update, and seal the construction
drawings.”

“Project costs expended on the external surveying and engineering consultants to
prepare an engineering package for construction was approximately $0.6 million.”

“A portion of the variance for the construction expenditures were related to the required
structure change-outs and modifications ... with the remaining variance attributed to the
escalated labour costs for external line contractors...”
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4.1 Please identify or provide the service agreement used to retain the external
engineer to review, update, and seal the construction drawings, and, if not the
same, the service agreement used to retain the external surveying and
engineering consultants to prepare the engineering package for construction?

Response:
Please also refer to ICG IR1 Appendix 4.1A and ICG IR1 Appendix 4.1B.

4.2 Please provide all the “Standard Request Form for Services” relevant to the
project, including the “Standard Request Form for Services” relevant to the fibre-
optic communication work?

Response:

The “Standard Request Form for Services” was issued by the Company in order to document
the services required to be performed for the Company by the vendor performing the services.
The Standard Request Form for Services was also used to validate invoices received for
services rendered. Once an invoice was validated and paid, there is little value in collating the
Standard Request Form for Services and they were simply filed by document number in the
Accounts Payable records. In order for the Company to provide all the Standard Request Form
for Services relevant to the project including the fibre-optic communication work, the Company
estimates that it would have to retrieve about 140 file boxes from archives and review
approximately 30,000 transactions to determine if a Standard Request Form for Services was
issued for the transaction, and photocopy the relevant documents in response to this
information request. The Company has estimated that it would take approximately 10 minutes
per transaction in order to identify the transactions, retrieve the document, review the document
and if appropriate photocopy the document. In order to accomplish this in a month, it would cost
the Company approximately $125,000 (30,000 transactions times 10 minutes per transaction
divided by 60 minutes per hour times $25 per hour).

As the Standard Request Form for Service are simply used to document the services to be
performed by vendors for the Company, and to validate invoices for service received, the
Company does not believe the requested information is relevant to the conduct of this prudency
review for the Kettle Valley Project as the test for determining prudency involves consideration
of the expenditures and decisions made in relation to the project. As such, and due also to the
significant cost and effort required for this immaterial information, the Company declines to
provide the requested information.
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4.3 Please identify all payments to entities or consultants that signed a service
agreement with FortisBC that were not within the scope of a “Standard Request
Form for Services”?

Response:

For all contractors who signed a service agreement, the process required included the
completion of a Standard Request Form. Please also see response to ICG IR1 Q4.2 above.

5.0 Reference: Exhibit B-10, BCUC IR No. 1, 4.1, Table dated May 17, 2006

“The table below indicates only a 20% increase for transformers. This is deceptive as
FortisBC is currently experiencing across the board increases of 30% on most
transformers.”

“Lead times for distribution transformers average 30 weeks while power transformers
average 1 year.”

5.1 Please provide details to support the conclusion that “FortisBC is currently
experiencing across the board increases of 30% on most transformers”, such
details should include the monthly trend line from the beginning to the end of the
30 month period of the analysis?

Response:

Due to the passage of time and employee changes since 2006, FortisBC has been unable to
locate any supporting documentation for the conclusion cited above.

5.2 Please explain and provide detailed calculations of how the escalation analysis in
the Table supports the use of an overall inflation rate of approximately 5% for
most of its transmission, station and distribution sustaining projects?

Response:

It is unknown what formed the basis for the calculated 5 percent inflation rate in the 2007/08
CEP as it is not discussed further in the analysis. Due to the passage of time and employee
changes since 2006, FortisBC has been unable to locate any supporting documentation.
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5.3 Please comment on whether or not the basis of the estimate of the two Kettle
Valley transformers was the price of the Waterford 24/32/40 MVA power
transformer? If so, please explain and provide detailed calculations for how the
price of the Waterford power transformer was escalated to the CPCN estimate
for the two transformers?

Response:

FortisBC did base the estimate for the Kettle Valley transformers on the procurement of the
Waterford transformer. In June 2005 FortisBC signed a contract with Pauwels Canada to
purchase a 24/32/40 MVA, 63 kV/13 kV power transformer for the Waterford Substation. The
contract price to supply the power transformer was $647,000. Given that the Kettle Valley
transformers had the same power rating, but higher voltage ratings, the estimated price was
escalated approximately 15 percent to $750,000.

54 Please comment on whether or not the price of the Kettle Valley transformers
was used to estimate the price of any power transformers? If not, please explain
why not?

Response:

At the time, FortisBC used previously procured transformers as a basis for transformer
estimating, and thus would have considered the cost of the Kettle Valley transformers on future
purchases.

5.5 Please comment on whether or not as of the date of the analysis, May 17, 2006,
FortisBC was experiencing across the board increases greater than the
increases shown for any other items on the table?

Response:

FortisBC has no further pricing information or analysis for any other items conducted on or
around May 17, 2006.
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5.6 Please confirm that the lead time of 1 year noted in the above quote applies to
the transformers purchased for the Kettle Valley Substation?

Response:

The quoted lead time was a general statement derived from informal conversations with varying
manufacturers and not specific to the Kettle Valley transformers.

5.7 Please provide any emails, reports or any other documents that are relevant to or
refer to the “Materials Pricing Analysis” provided in response to BCUC IR No. 1,
4.1, including the request(s) for, and the circulation list of, the “Materials Pricing
Analysis”?

Response:

FortisBC has conducted a search of available documentation and email records (including those
of former employees) and has been unable to locate any other associated documents, other
than the pricing analysis provided in response to BCUC IR1 Q4.1. Thus, due to the passage of
time and employee changes since 2006, FortisBC has no records of any requests or circulation
of the document to other individuals.

5.8 Please identify anyone who may have been aware of or received the “Materials
Pricing Analysis” who was not identified on the circulation list requested in the
previous question?

Response:

FortisBC has conducted a search of available documentation and email records (including those
of former employees) and has been unable to locate any other associated documents, other
than the pricing analysis provided in BCUC IR1 Q4.1. Thus, due to the passage of time and
employee changes since 2006, FortisBC has no records of any requests or circulation of the
document to other individuals.
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Reference: Exhibit B-10, BCUC IR No. 1, 4.9 BCUC IR No. 1, 5.4.1; BCUC IR No.
1, 36.2.3

“The 5 percent value was an estimate based on recent purchases of stock material
items.”

“... the Kettle Valley Project internal reappropriation received executive approval on
August 10, 2007.”

“...once a consolidated re-forecasting of the Project costs was completed in April 2007,
and subsequently reviewed by FortisBC’s Executive during May 2007 ...”

“As the Kettle Valley Project internal reappropriation has not been approved at that time,
it was not incorporated into the preliminary submission.”

6.1 Please provide all drafts and the final appropriation that received executive
approval on August 10, 2007? Please provide all emails, reports or any other
documents relevant to the “reapppropriation” approval on August 10, 2007?

Response:

The re-appropriation was a working document created in a spreadsheet and thus any previous
working drafts were overwritten during the development of the final re-appropriation. There
were a number of internal discussions and telephone conversations for which there is no formal
record. Please refer to Attachment 2.1b from BCUC Q2.1 (Exhibit A2-13) for a copy of the final
re-appropriation.

6.2 Please comment on whether or not the reappropriation required board approval?
Please provide all emails, reports or any other documents circulated to the
board?

Response:

The re-appropriation did require board approval. Please see ICG IR1 Attachment 6.2.



ICG IR1 Attachment 6.2

FortisBC Board of Directors Meeting, November 29, 2007

Agenda Item 11 — Other Business

Explanatory Note

Agenda items added at the beginning of the meeting.

@) Kettle Valley Variance:

The Board of Directors approved the 2007 and 2008 Capital Expenditure Plan on July 20, 2006
(the “Plan”). The amounts approved therein in relation to the Kettle Valley Substation Project
(the “Project”) were approximately $21.5 million. The new forecasted expenditures in relation

to the Project are approximately $28.5 million.

This matter is brought forward as a matter of good governance and enables the Board of
Directors to carry out its supervisory responsibilities.

Resolution
RESOLVED THAT:

1. The capital budget for the Kettle Valley Substation Project of $28.5 million be and is
hereby approved; and

