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1.1 Why are the other municipality terms relevant to the City of Surrey?  Please discuss. 

RESPONSE: 

The essential purpose of the operating agreement is to set out the terms and conditions under which FEI 
shall exercise its rights under the Gas Utility Act and the Utilities Commission Act to use municipal 
highways and other public places in the municipality for conducting its business of distributing natural gas 
as a public utility. 

The nature of the issues to be addressed in an operating agreement will be largely the same for all 
municipalities, but certain issues and terms will be more important to some municipalities than others.  For 
example, if a municipality has never had a project that requires FEI to relocate its facilities, operating 
agreement terms related to such relocations might not be important to that municipality.  On the other 
hand, Surrey has many projects that require FEI to relocate its facilities, and in particular its high pressure 
transmission pipelines, and the parties have had many disputes about relocation projects and costs over the 
years.  Thus, both parties were focused on developing robust procedures and criteria respecting changes to 
facilities (refer to section 8 of the requested operating agreement). 

FEI’s recent operating agreements with other municipalities, and the Commission’s prior comments and 
determinations on them, also provide benchmarks for a reasonable level of municipal oversight of FEI’s 
work in the city. 
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1.2 What are the circumstances in the City of Surrey that require the operating terms to be 
‘adapted’? 

RESPONSE: 

Please refer to Surrey’s responses to BCUC IRs 1.4.3, 1.5.1 and 1.5.2. 
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1.3 What types of adaptation are required for the City of Surrey? 

RESPONSE: 

The adaptations primarily involve more robust procedures and criteria for scoping, cost estimating and 
coordination of relocation projects, and for approval of FEI work in the City.  

Please refer to Surrey’s responses to BCUC IRs 1.3.1 and 1.4.3. 
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2. Reference: Exhibit B2-1, page 6 and page 9 
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2.1 What has been the typical proportion of relocations initiated by the City of 
Surrey vs those initiated by FEI for each year over the last 10 years? 

RESPONSE: 

To the knowledge of both the current and retired Engineering Design and Construction Managers (who 
combined held the position for the past 18 years), as well as our current Water and Sewer Engineering 
Operations Managers, over the past 10 years FEI has made zero requests to the City of Surrey for 
relocation of municipal facilities. 

Unlike the City's drainage and sanitary sewers, which are slope/gradient dependent, FEI's gas 
infrastructure is pressurized such that it is more amenable and easier to deflect gas pipelines over or under 
municipal utilities to avoid alteration / relocation requests to the City of Surrey.  In addition, gas pipelines 
are generally located shallower than City water mains, drainage and sanitary sewers therefore FEI's 
infrastructure tends to cross above the City's utilities. 
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2.2 Please discuss and give examples of the types of codes and standards that might 
be applicable and required in upgrading/betterment and the costs which would be 
excluded when the City of Surrey is the Relocating Party and FEI is the Initiating 
Party. 

RESPONSE: 

As discussed in Surrey’s response to CECBC IR 1.2.1, FEI rarely, if ever, requests that Surrey relocate or 
alter its municipal utilities. 

To help explain the upgrading and betterment issue, Surrey provides the following illustrative example 
and scenarios. 

FEI is installing a gas pipeline (low or high pressure) in Surrey’s highway (152 Street) and where the gas 
pipeline will cross 96 Avenue it will be in direct conflict (vertically) with Surrey’s 100mm diameter 
asbestos cement water main (a 60 year old pipe) that extends east-west along 96 Avenue.  If FEI deflects 
their gas pipeline above the water main there would be insufficient depth/cover (a CSA Z662 
code/standard requirement on gas pipelines) and if FEI deflects their gas pipeline below the water main 
then the pipeline would be in conflict with a BC Hydro concrete encased duct bank, which parallels the 
water main, at a slightly different elevation.  In general terms, without being gas pipeline engineers, Surrey 
assumes that FEI’s engineers would likely assess their options of either: 

(a) installing the gas pipeline at a shallower grade to above the water main and BC Hydro duct bank 
and develop a design solution to address the depth of cover issue, or 

(b) requesting Surrey to relocate a segment of our 100mm asbestos cement water main, or 

(c) requesting BC Hydro to relocate their concrete encased hydro duct bank, or 

(d) installing the gas pipeline below all of these utilities, which may be at a suitable depth and meet 
code/standards and service customers. 

In the event FEI does not want to install their pipeline beneath all utilities and they select Option (b), to 
request the City relocate a 15m length of 100mm asbestos cement water main, Surrey would then assess 
and determine an engineering design solution that meets the codes/standards for the water main. 

Scenario #1 

The City removes the segment of 100mm asbestos cement water main and replaces it with a 15m long 
100mm ductile iron (or plastic) water main at a lower elevation to accommodate FEI’s pipeline.  The 
change in pipe material is because Surrey, and most municipalities nationwide, do not support the reuse of 
asbestos cement pipes.  The new water main and relocation is restricted to a 15m length as that length is 
sufficient to facilitate FEI’s gas pipeline trench crossing and construction area.  On both sides of FEI’s 
work (i.e. beyond the FEI work limits), Surrey would connect the new 15m segment of ductile iron (or 
plastic) pipe to the existing asbestos cement pipe.  In this scenario, it is Surrey’s opinion and definition of 
Relocation Costs that there is no “betterment” as asbestos cement pipes are no longer installed in 
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municipal applications. 

Scenario #2 

Same as Scenario #1, however, rather than replacing only the 15m segment of water main across FEI’s 
work zone, Surrey decides to relocate a 80m length of water main along 96 Avenue, as Surrey wants to 
complete all works at the time to minimize impacts to the busy intersection.   In this scenario, it is Surrey’s 
opinion and definition of Relocation Costs that there is a “betterment” in terms of new water main not 
required to accommodate FEI’s project, and as such the incremental costs for the additional 65m of water 
main are not Relocation Costs and should be to Surrey’s account. 

Scenario #3 

Same as Scenario #2, however, in addition to installing the 80m length of water main Surrey also replaces 
service connections because they too are made of a material no longer used (e.g., Poly B piping).  So not 
only has Surrey now lengthened the extent of new water main, we have also expanded the scope of work 
to include service connections, which are not related to the physical conflict that triggered the request for 
relocation.  In this scenario, it is Surrey’s opinion and definition of Relocation Costs that there is a 
“betterment” in terms of new water main not required to accommodate FEI’s project and service 
connection installations, and as such the incremental cost for the additional 65m of water main and new 
service connections are not Relocation Costs and should be to Surrey’s account. Only the costs for the 
base 15m relocation should be considered Relocation Costs.  

Scenario #4 

Rather than replacing the 15m of water main with 100mm pipe (to match the existing infrastructure), the 
City decides to replace it with 200mm diameter pipe because Surrey’s 2016 Engineering Standards require 
water main to be a minimum of 200mm diameter.  In this scenario, it is Surrey’s opinion and definition of 
Relocation Costs that there is upgrading and/or betterment in terms of the water main pipe diameter and as 
such only the equivalent costs for the 100mm water main should be considered Relocation Costs and the 
incremental cost (pipe, material, labour, additional trench excavation and backfill) to upsize to a 200mm 
water main should not be.  The incremental cost should be to Surrey’s account. 

Scenario #5 

Same as Scenario #4, however, in addition to replacing the 15m segment of water main with 200mm pipe, 
Surrey also adds a new water main across 96 Avenue with new 200 mm water main, thus increasing the 
capacity, looping and redundancy of the City’s water system.  In this scenario, it is Surrey’s opinion and 
definition of Relocation Costs that there is both upgrading and betterment, with the betterment being the 
new looped water main connection and the upgrading being the change from 100mm to 200mm for the 
15m length.  In this scenario, only the equivalent costs for the 15m of 100mm water main should be 
considered Relocation Costs and the incremental cost of upgrading and betterment should not be. 

Please also refer to Surrey’s response to BCUC IRs 1.6.2 and 1.6.4. 
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3. Reference: Exhibit B2-1, page 8 

 

3.1 Please provide an estimate or range of the expected fees that the City of Surrey 
would be waiving if the Operating Fee of 3% of gross revenues was approved. 

RESPONSE: 

Please refer to Surrey’s response to BCUC IR 1.2.4. 
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3.2 Does the City of Surrey believe that its costs are directly related to FEI’s gross 
revenues? Please explain why or why not and provide quantification of any evidence 
that the City of Surrey has available. 

RESPONSE: 

No, the City of Surrey’s costs are not directly related to FEI’s gross revenues from provision and 
distribution of gas consumed within the city.  

Surrey’s response to BCUC IR 1.4.2 provides a report by Aplin Martin Consultants which assesses the 
nature of costs Surrey incurs and estimates some of the costs incurred as a direct result of FEI.
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3.3 Please explain why the City of Surrey believes it is appropriate to include the 
gas commodity revenues in a calculation of Operating Fees. 

RESPONSE: 

The City of Surrey understand that 70 municipalities in the province have operating agreements 
with FEI that provide for an operating fee of 3% of FEI’s gross revenues from provision and 
distribution of all gas consumed within the respective municipality, including the gas commodity 
revenue, and that none of the 70 municipalities have costs that are directly related to FEI’s gross 
revenues.  Surrey understands that the operating fee it has requested is identical to that which the 
Commission has accepted or approved for the 70 other municipalities.  We further understand that 
the Commission has never approved an operating fee on any other basis. 

Please refer to Surrey’s response to BCUC IR 1.2.3 for Surrey’s views on the benefits and risks of 
utilizing gross revenue versus delivery margin as the basis for calculating the operating fee, and to 
Surrey’s response to BCUC IR 1.5.3 for further information on FEI operating fees.  Please also 
refer to Surrey's response to BCOAPO IR 1.1.2 for Surrey’s views on what a cost causation 
approach would look like. 




