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1.0 Topic: Premium 
Reference: Exhibit B-1, p.1; p.20; p.29 (Exhibit B-1-1) 

“In April of 2014, the BERC rate increased to $14.065 per Gigajoule (GJ), from 
$11.696 per GJ. The corresponding premium above natural gas increased to 
$8.11 per GJ2. Price of RNG less the CCRA rate + Carbon Tax. $14.065 – 
($4.464 + $1.4898) = $8.111.” [page 1, underline added] 
 
“Market prices for natural gas commodity began to drop significantly in 2009 
resulting in a current approved Commodity Cost Recovery Charge of $2.486/GJ. 
Thus, with the Carbon Tax of $1.4898/GJ included, RNG costs $10.438/GJ more 
than the current natural gas commodity charge today.” [page 20, underlined 
added] 
 
“...thus suggesting that the current premium of $10.438 per for RNG will grow.” 
[page 29, underline added] 
 
1.1 Please explain the price premium and why the application appears to 

have a figure of $8.11/GJ on page 1 and a figure of $10.438/GJ on page 
20 and page 29. 

1.2 Footnote 2 on page 1 indicates a CCRA rate of $4.464, whereas on page 
20 it gives a Commodity Cost Recovery Charge of $2.486/GJ. Please 
explain the difference. 

2.0 Topic: Biomethane Variance Account 
Reference: Exhibit B-1,  

“Second, FEI anticipates that the amount of supply on hand and the balance in 
the Biomethane Variance Account (BVA) will increase due to reduced demand. 
This would necessitate a future transfer of unsold RNG at the prevailing 
Commodity Cost Recovery Charge (Commodity rate or CCRA rate), which will 
impact non-RNG customers3 , all else being equal.” [page1] 
 
“Consistent with the 2013 Biomethane Decision, FEI is proposing to begin the 
transfer of unsold biomethane older than 18 months each year or greater than 
250,000 GJs out of the BVA to the Midstream Cost Reconciliation Account 
(MCRA).” [page 2] 
 
2.1 Please confirm that the Biomethane Variance Account is denominated in 

dollars, not GJ.  

2.2 Please confirm, or otherwise explain, that the BVA is unaffected by any 
changes in the value of the stock of unsold biomethane. 
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3.0 Topic:  
Reference: Exhibit B-1,  

“Thus, with this Application, FEI proposes that the BERC rate be set based on a 
premium above the Commission approved CCRA rate. Although this 
methodology may result in a BERC rate that is below the cost of RNG on a per 
GJ basis, FEI expects that this approach will result in maximizing the volumes 
sold under the RNG Program while minimizing the impact of unsold RNG on FEI 
customers.” [Page 2] 
 
“Specifically, FEI is proposing to change from a single rate to two BERC rates 
that reflect two distinct RNG service offerings:...” [Page 2] 
 
3.1 Would FEI agree that the application raises two distinct issues: (a) 

whether to change the RNG Program from a cost-base rate structure to a 
premium over market-base rate structure, and (b) if so, what should be 
the size of the premium and should there be different BERC rates for 
Short Term Contract and Long Term Contract? 

4.0 Topic: Size of RNG Premium 
Reference: Exhibit B-1, s.5.2 RNG Premium Determination  

4.1 Conceptually, is the size of the premium for the Short Term Contract 
BERC rate ideally an amount that maximizes the revenue from sales of 
biomethane at the Short Term Contract rate? 

4.2 Please explain why FEI chose $7.00 per GJ as the proposed size of the 
premium for setting the Short Term Contract BERC rate. 

4.3 Is FEI confident that a reduction of the BERC rate to a rate based on a 
premium of $7.00/GJ for small residential and commercial RNG 
customers is a sufficiency large reduction to lead to a reversal of the 
decline in RNG Program participation? 

4.4 The customer feedback data indicated an optimum price point to 
maximize participation that is equivalent to approximately $8.00 per GJ 
[pages 34-35]. In this context, please explain why FEI chose to propose a 
premium of $7.00 per GJ.  

4.4.1 Is there a material difference here between optimizing participation 
in the RNG program and optimizing revenue from sales of RNG at 
the Short Term Contract BERC rate? 

4.5 Conceptually, is the size of the premium for the Long Term Contract 
BERC rate ideally an amount that maximizes the revenue from sales of 
biomethane at the Long Term Contract rate? 

4.6 In its proposal for setting the Long Term Contract BERC rate, why did FEI 
choose to propose using a dollar per GJ discount from the size of the 
premium used in setting the Short Term Contract BERC rate?  
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4.6.1 Did FEI consider proposing a premium for setting the Long Term 
Contract BERC rate that was based on maximizing revenue from 
sales at that rate, independent of the size of the Short Term 
Contract BERC rate?  

4.7 Please explain why FEI chose for the Long Term Contract BERC rate a 
$1.00 per GJ discount from the size of the Short Term Contract BERC 
rate premium, as distinct from some other amount such as $0.50/GJ or 
$2.00/GJ. 

4.7.1 If the Commission was to approve a Short Term Contract BERC 
rate based on a premium that was different than the proposed 
$7.00/GJ, say $6.00/GJ or $8/GJ, would FEI propose that the 
Long Term Contract BERC rate be based on a $1.00/GJ discount 
or on a premium of $6.00/GJ? Why? 

4.8 Does FEI have a proposal for determining whether, when and by what 
amount the premium between the Short Term Contract BERC rate and 
CCRA rate would be changed in the future?  

5.0 Topic: Market-Based Rate 
Reference: Exhibit B-1, s.6.4 Market-Based Rate 

“In particular, large volume customers have indicated an appetite for more RNG if 
the pricing is more in line with their business plans.” [page 44] 

 
5.1 What is FEI’s sales forecast for biomethane under the proposed Long 

Term Contracts if the Long Term Contract BERC rate is set based on a 
premium of $6.00/GJ?  

5.2 Is FEI confident that if the Long Term Contract BERC rate is set based on 
a premium of $6.00/GJ then material quantities of biomethane will be sold 
under Long Term Contracts?  

6.0 Topic: Marketing 
Reference: Exhibit B-1, s.7.4 7.4 INCREASE IN CUSTOMER EDUCATION 
AND AWARENESS SPENDING 

“As discussed in Section 4, FEI believes that a modest resumption in spending 
on RNG Program awareness to a level closer to 2013 levels, in conjunction with 
a market based BERC rate, would support increased enrollment. Thus, FEI will 
resume customer awareness and education spending to $300 thousand per year, 
commencing January 1, 2016.” [page 48] 
 
“FEI is proposing a market-based BERC rate based on a RNG premium of $7.00 
per GJ, which FEI expects will have a greater likelihood of growing demand from 
voluntary customers. At today’s BERC rate, this would mean a decrease in the 
price that RNG customers will pay.” [Page 45, underline added] 
 
6.1 What marketing approach will FEI take in terms of explaining to (a) 

existing and (b) prospective RNG customers the fact that the price of 
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RNG has dropped, in the event the Commission approves the 
application? 

6.2 Why is FEI proposing only a “modest resumption” in spending on RNG 
Program awareness?  

6.3 Has FEI done a benefit cost analysis of its spending on RNG Program 
awareness?  

6.3.1 Did FEI’s decision to cut its spending on RNG Program awareness 
cause larger reductions in RNG revenue than was saved by 
cutting the marketing budget? 

6.4 Looking forward, has FEI considered the potential cost effectiveness of a 
substantial increase in RNG marketing to capitalize on a substantial drop 
in the BERC rate(s) in the event the Commission approves the 
application? If so, please provide the results. If not, why not? 

6.5 Has FEI considered the merits of pitching RNG customers on taking a 
higher blend if and when the BERC rate drops (i.e., for the same dollar 
premium the RNG customer can get x% more RNG by switching to a 
higher blend)? If so, please provide the results. If not, why not?  

7.0 Topic: Biomethane vs. Offsets 
Reference: Exhibit B-1, 5.2.3 Jurisdictional Review Suggests Current 
Premium is too High 

“FEI’s RNG Program remains the only one directly selling biomethane rather than 
offsets or carbon credits; however, this does make it significantly more expensive 
per GJ versus the other NG options researched.” [Page 39] 
 
7.1 In marketing its RNG product to (a) small residential and commercial 

customers and (b) potential large purchasers, is FEI able to make use of 
the fact that what is being sold is biomethane produced and consumed in 
B.C. as distinct from generic offsets or credits? 

8.0 Topic: Clarification 
Reference: Exhibit B-1, Table 8-1 Summary of Analysis Assumptions 

“FEI uses the market prices for RNG as proposed in this application. The mass market 
and long-term fixed prices are based upon natural gas commodity plus two different 
premiums, ($8.50 and $7.50 per GJ respectively).” [Page 50, underline added] 
 
8.1 Please explain why the market-based price for biomethane assumed for 

modeling was $8.50 and $7.50 per GJ (for Short Term Contract BERC 
rate and Long Term Contract BERC rate, respectively) whereas the 
proposal is for BERC rates based on premia of $7.00/GJ and $6.00/GJ 
respectively. 

9.0 Topic: RNG Program 
Reference: Exhibit B-1, 6.4 Market-Based Rate 
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“Under this option, RNG Program cost transparency will remain in place with all 
costs allocated to the BVA in accordance with the 2013 Biomethane Decision. 
Although the market based approach may result in a recovery from voluntary 
customers that is less than the costs captured in the BVA, overall the expected 
rate impact of this approach is estimated to be $0.015 per GJ and result in lower 
expected costs to non-RNG customers as compared to other options. This option 
would also include the annual transfer of RNG supply to the MCRA. Under this 
scenario, with increased demand, the transfer to the MCRA is forecast to be 
approximately $1.1 million in 2018, $3.3 million in 2019 and $5.0 million in 2020. 
Over the five-year period, and including the remaining difference between the 
average supply cost and the CCRA rate from the transfer to the MCRA, FEI 
forecasts an average of approximately $2.7 million per year to be recovered 
through natural gas delivery rates.” [Page 44] 
 
9.1 Please describe what the RNG Program will look like in the scenario 

described above, assuming the application is approved. How much new 
biomethane supply will be acquired? How much biomethane will be taken 
under the Short Term Contract BERC rate compared to under the Long 
Term Contract BERC rate? How much biomethane will typically remain 
unsold?  

10.0 Topic: Clarification 
Reference: Exhibit B-1-2, Figure 8-3: Summary of Market-Based Rate + 
Yearly Clearing Impacts to the BVA, MCRA and Non-RNG Customers 

10.1 Please explain in more detail what is shown in this graph. What “Market-
Based Rate + Yearly Clearing” is assumed? Is there a difference between 
“Impacts to the BVA” and “BVA Balance (Millions)”? Is “MCRA Impact per 
GJ” not included in “Non-RNG Customer Impact per GJ”? 

11.0 Topic: Accounting Treatment 
Reference: Exhibit B-1, 9. ACCOUNTING TREATMENT AND RATE SETTING 

“Rather than shift these costs to another deferral account and use a rate rider for 
recovery, FEI proposes to simply amortize this amount directly from the BVA into 
the delivery rates of non-bypass customers. This approach achieves the same 
result in that this cost is recovered from all non-bypass customers.” 

 
“The result of both transfers is that at the start of each year, the BVA balance 
would reflect the cost of RNG supply that is available for sale (i.e. supply 
excluding the aged inventory).” [Page 53] 
 
11.1 Why would it be undesirable to use a deferral account and rate rider for 

the annual transfer of unsold biomethane from the account of the BVA to 
the account of the MCRA? Would the size of the rate rider on a typical 
residential monthly bill be too small to warrant separate treatment? Would 
FEI anticipate customer care costs in explaining the rate rider?  

12.0 Topic: Transfer of Unsold Biomethane 
Reference: Exhibit B-1, section 7.3 
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“FEI will continue to monitor the balance between supply and demand of 
biomethane as a matter of the usual course of business. In the event that FEI 
believes that it is necessary due to expected demand, it may reduce or forego the 
transfer of unsold biomethane in that year.” [Page 48] 
 
“Along with the change to the rate, FEI recommends that a transfer of unsold 
biomethane to the MCRA occurs yearly for inventory that is greater than 18 
months old or beyond 250,000 GJs.” 
 
12.1 Please clarify what FEI is proposing regarding a transfer of the value of 

unsold biomethane to the MCRA. Is the proposal that certain conditions 
would result in a transfer, or that FEI would decide whether a transfer was 
warranted? In either case, does FEI contemplate that the Commission 
would approve the transfer on an annual basis? 

13.0 Topic: PBR 
Reference: Exhibit B-1 

“Thus, while the proposed market based BERC rates are expected to recover a 
large portion of the forecast costs of the RNG Program certain costs will be 
recovered from all non-bypass customers.” [Page 53] 
 
13.1 Please confirm, or otherwise explain, that to the extent that the proposed 

market-based BERC rates result in recovery of certain costs of the RNG 
Program from all non-bypass customers this recovery is outside the 
scope of the performance based ratemaking (PBR) mechanism to which 
FEI is currently subject. 




