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November 10, 2015 
 
 
Via Email 
Original via Mail 
 
 
British Columbia Utilities Commission 
6th Floor, 900 Howe Street 
Vancouver, BC   V6Z 2N3 
 
Attention:  Ms. Erica M. Hamilton, Commission Secretary 
 
 
Dear Ms. Hamilton: 
 
Re:  FortisBC Energy Inc. (FEI or the Company) 

 2016 Core Market Administration Expense (CMAE) Budget Application 

 
With this Application FEI is seeking approval from the British Columbia Utilities Commission 
(the Commission) for the following.  

 Approval of the 2016 CMAE Budget of $5,102 thousand, as set out in Schedule 1 

(see Appendix A). 

 Approval of the allocation of the 2016 CMAE, between FEI’s Commodity Cost 

Reconciliation Account (CCRA) and Midstream Cost Reconciliation Account (MCRA) 

based on the existing allocation percentages of 30% and 70%, respectively. 

FEI has set out its 2016 CMAE Budget in Schedule 1 to this Application in the revised format 
prescribed by Order G-23-15. 

Pursuant to the Commission Decision on the FEI 2014 CMAE Budget (the 2014 CMAE 
Decision) and Order G-79-14, both dated June 18, 2014, the Commission determined that 
the appropriate review process for the CMAE Budget is as part of the FEI revenue 
requirements applications.  However, as FEI was anticipated to be entering a multi-year 
Performance Based Ratemaking Plan, the Commission directed FEI to submit its CMAE 
Budgets separately to the Commission at least two weeks prior to the fourth quarter gas cost 
report until such time as FEI files its next revenue requirements application.  

The following provides brief background on the CMAE as well as explanation of FEI’s 2015 
projected year end CMAE costs and proposed 2016 CMAE Budget. 
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Description and Regulatory Treatment of Core Market Administration Expense 

The Core Market Administration Expense is a component of the cost of gas, recovered 
through gas cost recovery rates.  The CMAE costs incurred and forecast budget amounts are 
required to manage the gas supply functions which encompass most elements of the 
merchant role and ensure that there are reliable, secure, and cost effective supplies of gas 
for core customers.  The forecast CMAE costs are included as a component of the forecast 
gas costs for the purposes of determining the commodity and midstream cost recovery 
charges.  

The CMAE costs are allocated between the Company’s CCRA and MCRA deferral accounts 
based on the current approved allocation percentages of 30% and 70%, respectively.  These 
allocation percentages continue to appropriately reflect the levels of gas supply efforts 
required to support the commodity and midstream functions. 

Variances between the actual gas costs incurred and the forecast gas costs embedded in 
recovery rates are captured in the gas cost deferral accounts and, subject to Commission 
approval, these variances are refunded to or recovered from customers as part of future 
rates.  The projected 2015 CMAE costs and the forecast 2016 CMAE budget amounts shown 
in Schedule 1 of the Application will be utilized in the 2015 Fourth Quarter Gas Cost Report. 

Further, at the end of each year the Company files its gas cost status report with the 
Commission which provides a summary of the cost and recovery variances and provides 
explanations for any material variances.  The actual year end 2015 CMAE costs and 
variances to the approved budget will be submitted, in the prescribed format directed by the 
Commission, as part of the FEI 2015 Commodity Cost Reconciliation Account (CCRA) and 
Midstream Cost Reconciliation Account (MCRA) Status Report due to be filed by April 30, 
2016. 

2015 CMAE Costs 

The schedule attached as Schedule 1 has been prepared in the revised format of Appendix 
B to Order G-23-15.  The schedule presents the proposed 2016 CMAE Budget.  As well, the 
schedule provides a summary of the Actual 2011-2014 CMAE costs, and the Approved and 
Projected 2015 CMAE annual amounts, including the projected variances and explanations.   

The forecast year end costs shown at the 2015 Projected column in Schedule 1 are based 
on the actual costs incurred to September 30, 2015 and the projected costs for the remainder 
of the year.  The Company projects the 2015 CMAE costs will total $4,253 thousand, which 
is approximately $886 thousand below the 2015 Approved amount.  Schedule 1 includes 
explanations of variances, at a cost component level, between the 2015 Approved and 2015 
Projected CMAE amounts.  The main drivers of the variance are as follows: 

 Consulting and Legal costs are $593 thousand lower than approved.  The under 

spend is directly related to the National Energy Board (NEB) regulatory proceedings 

that were budgeted within the 2015 budget but did not occur in 2015; these 

proceedings are now anticipated to occur in 2016.  Some preparatory work, relating 

to the NOVA Gas Transmission Ltd. (NGTL) Towerbirch pipeline application 
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proceeding, was initiated in 2015.  This variance essentially reflects a timing 

difference.  Third party regulatory proceedings are difficult to forecast due to the 

nature of how these regulatory proceedings develop and the costs will vary from year 

to year. 

 Labour costs (M&E and COPE) are $328 thousand lower than approved.  The labour 

variances are primarily the result of two factors.  First, non-sustainable savings 

related to temporary vacancies during part of the year were experienced during 2015, 

but all positions within gas supply are anticipated to remain staffed through the end of 

2015 and throughout 2016.  FEI notes the labour costs also include a slight offset in 

costs between COPE Labour and M&E Labour which reflects the temporary backfill of 

M&E using COPE resources.  Second, FEI was able to generate incremental labour 

savings as a result of providing support to FortisBC Inc. (FBC) on the 2016 Long-

Term Electric Resource Plan (LTERP).  This is a continuation of the incremental 

cross-charging that occurred during 2014, where certain resource planning functions 

related to the LTERP were performed by members of the Energy Supply and 

Resource Development group (Energy Supply) that are employed by the gas division.  

The employees involved in completing this work also have responsibilities related to 

gas supply and price risk management.  As the LTERP itself is not an annually 

recurring activity, this work is considered non-recurring from an annual budgeting 

perspective.  FEI currently anticipates being able to provide a similar level of support 

to the LTERP during 2016; future levels of support will be reviewed on an ongoing 

basis.   

The Company submits that the forecast year end 2015 CMAE costs, including all variances 
from the approved 2015 Approved CMAE Budget, reflect the prudent and effective 
management of gas and midstream costs for the benefit of customers.  Consistent with past 
practice, the actual costs will flow through to customers as part of future rates, such that the 
savings related to the projected incurred costs being below the approved CMAE budget for 
2015 will be refunded back to customers. 

2016 CMAE Budget 

As reflected in Schedule 1 at the 2016 Budget Request column, the Company is seeking 
approval for the 2016 CMAE Budget in the amount of $5,102 thousand.  Explanations, by 
cost component, of the 2016 CMAE Budget follow: 

 The IT budget of $359 thousand has increased compared to the 2015 Approved 

primarily as a result of the annual licensing and support agreements for the gas 

supply applications being subject to inflation, and unfavourable exchange rate 

movement on USD contracts.  The cost pressure related to the continuing 

unfavourable exchange rate on contracts denominated in USD accounts for 

approximately 80% of the increase. 
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 The Consulting and Legal budget of $765 thousand is based on the regulatory 

proceedings that are anticipated to occur in 2016.  The NEB proceedings anticipated 

are the Towerbirch Hearing, the NGTL Rate Design, and further work on the North 

Montney Project related to the regulatory treatment of the project facilities preceding 

and immediately following the first flow of natural gas for LNG export.  Although the 

2016 forecast is comparable to the 2015 Approved amount, the 2016 Budget Request 

primarily represents a shift in the expected timing of the expenditures rather than an 

incremental spend.   

 The Subscriptions & Memberships budget of $327 thousand has increased compared 

to the 2015 Approved.  The 2016 forecast includes inflationary pressures primarily 

driven by increases to Northwest Gas Association (NWGA) membership and Wood 

Mackenzie subscription costs.  As well, the forecast includes cost increases resulting 

from the unfavourable exchange rate movement on USD contracts, including the 

Wood Mackenzie, Telvent DTN (for meteorological services), Telvent DTN ProphetX 

(for real-time futures, cash, fundamental, and historical commodity data) 

subscriptions, and NWGA membership.  The cost pressure related to the continuing 

unfavourable exchange rate on contracts denominated in USD accounts for 

approximately 70% of the increase.  

 The Sundries budget of $44 thousand has increased compared to 2015 Approved to 

include regulatory proceeding costs related to gas supply applications anticipated 

during 2016 as well as inflation on recurring expenditures including facilities 

communications and data charges, as well as office supplies, courier, and other 

miscellaneous costs. 

 The Training & Travel budget of $135 thousand has decreased slightly compared to 

2015 Approved to reflect the 2016 forecast activity. 

 The COPE Labour budget of $652 thousand has increased compared to 2015 

Approved.  The increase is primarily due to a temporary, and offsetting, shift in costs 

between the COPE Labour lines and the M&E Labour lines in the budget – this 

budget line item shift has no impact to the total labour costs or the overall CMAE 

forecast.  The reason for the 2016 budget shift is to reflect the temporary leave of an 

M&E employee being backfilled using a COPE resource, and should provide a better 

matching, by cost component, of the 2016 actuals to the budget.  The 2016 budget 

also includes the most current forecast of labour and benefits inflation.       

 The M&E Labour budget of $2,039 thousand has decreased compared to 2015 

Approved.  The decrease is primarily due two items.  First, as described above in the 

COPE Labour paragraph, the 2016 forecast includes a temporary, and offsetting, shift 

in costs between the COPE Labour lines and the M&E Labour lines.  Second, as 

discussed under the 2015 CMAE Costs section, FEI currently anticipates being able 

to provide a level of support to the LTERP during 2016 that is similar to that of 2015.  
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The forecast continuation of the temporary higher level of cross-charging of gas 

supply resources to the electric division during 2016 is based on the current level of 

gas supply price risk management.  The actual availability of gas supply resources 

will be subject to possible future changes in price risk management activities or other 

changes, such as the nomination cycle changes that will come into effect in early 

2016, that could affect the level of support required to prudently and effectively 

manage the FEI gas supply portfolios.  The budget also includes the most current 

forecast of labour and benefits inflation.          

 The Energy Management Services (EMS) Revenue budget remains at zero as there 

are no EMS contracts.  

 The Shared Services budget of $781 thousand reflects a small net decrease 

compared to the 2015 Approved as inflationary pressures were offset by minor 

reductions in forecast service levels. 

In total, the 2016 CMAE Budget Request of $5,102 thousand, including inflationary 
pressures, is $37 thousand lower than the 2015 Approved. 

Summary 

The Company requests Commission approval of the following, effective January 1, 2016: 

 Approval of the 2016 CMAE Budget of $5,102 thousand, as set out in Schedule 1. 

 Approval of the allocation of the 2016 Core Market Administration Expense, between 

the CCRA and MCRA based on the existing allocation percentages of 30% and 70%, 

respectively. 

A draft form of Order is included with this Application as Appendix B. 

The Company has examined its requirements for 2016 and forecast its costs accordingly.  
The forecast 2016 CMAE Budget is required to ensure that the Company is able to prudently 
and effectively manage gas and midstream costs for the benefits of customers.   

If further information is required, please contact Brian Noel at 604-592-7647. 

Sincerely, 
 
FORTISBC ENERGY INC. 
 
 
Original signed by:  Ilva Bevacqua 
 

For: Diane Roy 
 
Attachments 
 



Schedule 1

Line #

1 CMAE Cost Component 2011 2012 (5) 2013 (5)
2014 2016

2 ($000, unless specified otherwise) Actual Actual Actual Actual Approved Projected Variance Variance % Variance Explanation Budget Request

3 IT 246             245             259             297             319                  344                  25             8% IT costs primarily higher due to unfavourable USD exchange rate. 359                         

4 Consulting & Legal 392             569             70               954             735                  142                  593-           -81%
Consulting and Legal costs significantly lower as the NEB regulatory proceedings 
anticipated in 2015 are now expected to occur in 2016. 765                         

5 Subscriptions & Memberships 157             203             214             250             267                  292                  25             9%
Subscription and Membership costs primarily higher due to unfavourable USD 
exchange rate. 327                         

6 Sundries 177             144             36               78               25                    35                    10             42%
Sundries higher primarily due to unbudgeted costs for price risk management 
workshops. 44                           

7 Training & Travel 124             123             146           83             150                124                26-            -17% Training and Travel lower than anticipated. 135                       

8 COPE Salaries before Benefits & Incentives 411             445             534             487             392                  417                  25             6% COPE Salaries higher due to using COPE resources for temporary backfill of M&E. 464                         

9 COPE Benefits 98               145             135             205             185                  209                  24             13%
COPE Benefits higher due to higher salary costs, and benefit adjustment related to 
collective agreement renewal lump sum payment. 188                         

10 COPE Incentives
(3)

10               13               20               11               

11 M&E Salaries before Benefits & Incentives 1,314          1,312          1,180          1,225          1,400              1,152              248-           -18%

M&E Salaries lower due to higher than forecast cross-charging to electric division for 
LTERP support, and temporary unfilled positions during 2015 as a result of staff 
turnover. 1,232                      

12 M&E Benefits 349             277             289           612           874                745                129-          -15% M&E Benefits lower due to lower salary costs. 807                       

13 M&E Incentives 
(3)

176             186             171             181             
14 Energy Management Service Revenue 183-             188-             62-              -                -                     -                     -              -                            
15 Shared Services 745             746             767           782           792                792                -              0% 781                       
16 Total 4,016          4,220          3,759        5,165        5,139            4,253            886-          -17% 5,102                    
17
18 CMAE FTE 2011 2012 2013 2014 2016
19 (Number) Actual Actual Actual Actual Approved Projected Variance Variance % Variance Explanation Budget Request
20 COPE 5.7 6.0 6.8 6.2 4.8 4.9 0.1          2% 5.9

21 M&E 14.3 13.8 12.0 14.5 15.0 13.7 (1.3)           -9%
Variance due to various positions being temporarily unfilled for short durations during 
2015 as a result of staff turnover. 14.0

22 Total 20.0 19.8 18.8 20.7 19.8 18.6 (1.2)         -6% 19.9
23

24 Comparative Labour Loading 2011 2012 (5) 2013 (5)
2014 2015 2016 (7) (8)

25 (percentages, except for salaries which is $000) Actual Actual Actual Actual Approved Projected (6)
Variance Variance % Variance Explanation Budget Request

26 Company-wide COPE Benefits as percentage of salaries  (1)
26% 32% 28% 43%

27 Company-wide COPE Incentives as percentage of salaries  (1)
3% 4% 4% 3%

28      Subtotal Company-wide COPE Benefits & Incentives as percentage of salaries  (3)
29% 36% 32% 46% 46.6% 46.6% - - 42.9%

29 Company-wide M&E Benefits as percentage of salaries  (1) (4)
28% 21% 25% 43%

30 Company-wide M&E Incentives as percentage of salaries  (1)
14% 16% 16% 13%

31      Subtotal Company-wide M&E Benefits & Incentives as percentage of salaries  (3)
41% 37% 40% 56% 57.7% 57.7% - - 55.6%

32 CMAE COPE Salaries before cross-charging  (2)
411$           445$           534$           487$           392$                458$                480$                       

33 CMAE COPE Benefits as percentage of salaries before cross-charging  (2)
24% 33% 25% 42%

34 CMAE COPE Incentives as percentage of salaries before cross-charging  (2)
3% 3% 4% 2%

35      Subtotal CMAE COPE Benefits & Incentives as percentage of salaries  (3)
26% 35% 29% 44% 45.4% 45.4% - -

CMAE COPE Benefits & Incentives percentages generally lower but not materially 
different from Company-wide percentages. 39.2%

36 CMAE M&E Salaries before cross-charging  (2)
1,278$        1,282$        1,158$        1,445$        1,539$            1,431$            1,475$                    

37 CMAE M&E Benefits as percentage of salaries  before cross-charging  (2)
27% 22% 25% 42%

38 CMAE M&E Incentives as percentage of salaries  before cross-charging  (2)
14% 15% 15% 13%

39      Subtotal CMAE M&E Benefits & Incentives as percentage of salaries  (3)
41% 36% 40% 55% 56.8% 56.8% - -

CMAE M&E Benefits & Incentives percentages generally lower but not materially 
different from Company-wide percentages. 54.7%

(1)  Company-wide Salaries have been adjusted for items not attracting benefit loading such as overtime, retiring allowance, temporary COPE employee salary, and other adjustments.
(2)  CMAE Salaries before cross-charging have not been adjusted for items not attracting benefit loading as the amounts are immaterial in nature.
(3)  Forecast annual incentives and benefits are included in a single labour loading rate and therefore breakdown is not available.
(4)  Company-wide M&E Benefits adjusted for OPEB/Pension Retiree portion booked corporately and not included in benefit loadings allocated to the business units prior to 2014.
(5)  During reconciliation of the Company-wide & CMAE figures, a minor correction resulted in restatement of 2012 & 2013 CMAE M&E Salary and Benefits.
(6)  Projected Benefits & Incentives percentages based on budgeted amounts as benefits and incentives amounts are not finalized until after year-end.
(7)  The final 2016 Company-wide budgets for calculating percentages are unavailable at this time, therefore the Benefits & Incentives loading percentages being used for 2016 budgeting are provided.
(8)  CMAE COPE Benefits & Incentives percentage lower than Company-wide Benefits & Incentives loading percentage due to lower loading rate for COPE-Customer Service employee backfilling temporary M&E leave vs regular COPE Gas. 

2015

2015



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SIXTH FLOOR, 900 HOWE STREET, BOX 250 
VANCOUVER, BC  V6Z 2N3   CANADA 

web site: http://www.bcuc.com 

 
 
 
 
 

 

 
 
 

 
B R I T I S H  CO LU M B I A  

UT I L I T I E S  CO M M I S S I O N  
 
 
 OR D E R  
 NU M B E R   
 

 
TELEPHONE:  (604)  660-4700 

BC TOLL FREE:  1-800-663-1385 
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DRAFT ORDER 

 
IN THE MATTER OF 

the Utilities Commission Act, R.S.B.C. 1996, Chapter 473 
 

and 
 

An Application by FortisBC Energy Inc. regarding the 
2016 Core Market Administration Expense Budget 

 

BEFORE: 

 [Date] 

 

WHEREAS: 
 

A.  On June 18, 2014, pursuant to Commission Order G-79-14, the British Columbia Utilities Commission (the 
Commission) approved the FortisBC Energy Inc. (FEI) 2014 Core Market Administration Expense (CMAE) 
Budget;  

B. Order G-79-14 determined that until such time as FEI files it next revenue requirements application, FEI is 
directed to submit future CMAE budgets separately to the Commission at least two weeks prior to the 
fourth quarter gas cost report to allow the Commission sufficient time to review the CMAE Budget and to 
determine if there are sufficient variances from the previous CMAE Budget to warrant a more fulsome 
review; 

C. On February 20, 2015, pursuant to Commission Order G-23-15, the Commission approved the FEI 2015 
CMAE Budget; 

D. Order G-23-15 directed FEI to use the revised template format set out in Appendix B to the Order for future 
CMAE budget applications; 

E. On November 10, 2015, FEI submitted its 2016 CMAE Budget Application, requesting Commission approval 
of the 2016 CMAE Budget of $5,102,000; 



 
 
 
 
 
 
 

2 
 

 
BRITI SH COLUM BI A  

UTIL I T IE S COMMI SSIO N  
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F. In the Application, FEI also requests approval of the allocation of the 2016 CMAE, between the Commodity 
Cost Reconciliation Account and Midstream Cost Reconciliation Account based on the existing allocation 
percentages of 30% and 70%, respectively; 

G. The Commission concludes that the requested changes should be approved. 

NOW THEREFORE pursuant to Section 61(4) of the Utilities Commission Act, the Commission orders as follows:  

1. The 2016 Core Market Administration Expense (CMAE) Budget is approved for $5,102,000. 

2. The allocation of the 2016 CMAE, between the Commodity Cost Reconciliation Account and Midstream Cost 
Reconciliation Account is approved based on the allocation percentages of 30% and 70%, respectively. 

DATED at the City of Vancouver, In the Province of British Columbia, this           day of <MONTH>, 2015. 

 BY ORDER 
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