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FORTISBC ENERGY INC. 

A. CHAPTER 2 – APPROVALS SOUGHT 

 Reference: APPROVALS SOUGHT 1.0
Exhibit B-1, Section 2.3, pp. 2-5 to 2-6  
Implementation  

On page 2-5 of Exhibit B-1, FEI states: 

FEI is seeking to implement its proposed rate design changes effective June 1, 2018. In 
order to provide adequate time to prepare for the implementation of approved 
changes, including billing system changes and notification to customers of the changes, 
FEI requests a Commission decision early in 2018. 

FEI then provides reasons for targeting a June 1, 2018 effective date on pages 2-5 and 2-6. 
 
1.1 Please explain if an August 1, 2018 effective date for implementation could satisfy the reasons 

provided for FEI’s target effective date. 

1.2 Please state the latest date that the Commission could issue a decision on the FEI 2016 Rate 
Design Application that would allow FEI to implement the proposals by June 1, 2018. 

 
B. CHAPTER 4 – STAKEHOLDER ENGAGEMENT 

 Reference: RESIDENTIAL CUSTOMER RESEARCH SURVEY 2.0
Exhibit B-1, Section 4.6.1, pp. 4-6 to 4-7; Section 7.4.5, p. 7-16; Appendix 4-5 
FEI survey methodology and scope 

On pages 4-6 and 4-7 of Exhibit B-1, FEI states: 

• The survey of FEI’s customers outside Fort Nelson used a total recommended 
sample size of 750 (250 for each of Metro Vancouver, Vancouver Island and the 
Interior).  This resulted in 753 final surveys in these regions; 

• The final data set was weighted geographically to accurately reflect FEI’s 
residential customer base across the province; 

On page 7-16 of Exhibit B-1, FEI states: 

FEI believes that its existing flat rate structure provides the best balance of rate design 
considerations for residential customers … FEI’s residential customers are already 
familiar with this rate structure, flat rates are simple to administer and easy to 
understand and provide more stability in terms of both utility revenues and customers’ 
rates. The customer research survey results also show that the flat rate structure is 
preferred by the majority of residential customers… 

2.1 Please provide a table/chart/map showing the locations of the geographically weighted final 
data set for the FEI survey (i.e. percent from Vancouver, Victoria, Kelowna, etc.). 

2.2 Please elaborate on how FEI chose its sample of FEI’s customers outside Fort Nelson.  

2.2.1 Please confirm, or otherwise explain, that the sample was a random sample. 

2.3 Please confirm, or explain otherwise, that this survey was only conducted in English and could 
only be completed on-line (i.e. the customer did not have the option to complete a survey over 
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the phone or by mail). 

2.3.1 Please discuss the advantages and disadvantages of online surveys. 

2.4 Please explain why the FEI and Fort Nelson surveys were conducted in the summer months 
rather than in the winter months when customers have a greater interest in their bills. 

2.5 Please explain if FEI considers the FEI customer survey to be representative of the customers 
across FEI’s system. 

2.6 With regard to specific proposals in the Application, when does FEI take into consideration the 
FEI customer research survey results? 

2.6.1 Please explain how much weight is given to the customer research survey results when 
determining rate design proposals. 

 
C. CHAPTER 5 – RATE DESIGN PRINCIPLES 

 Reference: RATE DESIGN PRINCIPLES 3.0
Exhibit B-1, Section 7.8.1, p. 7-22; 
BC Hydro 2007 Rate Design Application Phase I Order G-130-07 and Decision dated 
October 26, 2007, p. 69 
Rate impact considerations  

On page 7-22 of Exhibit B-1, FEI states: “Any rate design proposal should consider the bill impact to 
customers and should be implemented in a way that avoids rate shock to customers.” 
 
The Commission, on page 69 of its October 2007 Decision on BC Hydro’s 2007 Rate Design Application 
Phase 1, stated:  

With regard to acceptable level of bill impact, BC Hydro has endeavored to limit the 
combined annual impact of rebalancing and restructuring on any individual customer 
bill to no more than ten percent, exclusive of any changes arising from general 
increases. This is not a rule that is intended to be binding in every circumstance. For 
instance, BC Hydro believed that it is acceptable for bill impacts to exceed 10 percent 
per annum where the absolute dollar value of the increase is very small. 

3.1 Please explain the guidelines which FEI uses to consider bill impact to customers and rate shock.  

3.1.1 Does FEI consider that, in setting a maximum bill impact guideline, the focus of the 
percentage change should be based on the total customer bill, each component 
(commodity rate, delivery rate, fixed basic charge), or a combination of charges? Please 
explain. 
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 Reference: RATE DESIGN PRINCIPLES 4.0
Exhibit B-1, Section 5.3, p. 5-2;  
BC Hydro Residential Inclining Block (RIB) Rate Re-Pricing Application, Order G-45-11 
with Reasons for Decision dated March 14, 2011, Appendix A, p. 5; 
Application for Approval of Rates between BC Hydro and FortisBC Inc. with regards to 
Rate Schedule 3808, Tariff Supplement No. 3 – Power Purchase and Associated 
Agreements, and Tariff Supplement No. 2 to Rate Schedule 3817 (BC Hydro RS 3808), 
Order G-60-14 and Decision dated May 6, 2014, pp. 32, 35; 
FortisBC Inc. 2009 Rate Design and Cost of Service Analysis, Order G-156-10 and 
Decision dated October 19, 2010, p. 7; 
BC Gas 1996 Rate Design Application, Volume 1, Exhibit 2A, Tab 3, p. 6; 
FBC Application for Stepped and Stand-By Rates for Transmission Voltage Customers, 
Order G-67-14 and Decision dated May 26, 2014, pp. 15, 17–18 
Evaluation framework  

FEI describes its rate design principles on page 5-2 of Exhibit B-1. 
 
On page 5 of the BC Hydro RIB Rate Re-Pricing Application Reasons for Decision (Order G-45-11), the 
Commission lists eight Bonbright Principles. These principles were also included on page 32 of the 
Commission’s 2014 Decision on BC Hydro RS 3808 and on page 7 of the Commission’s decision on the 
FortisBC Inc. (FBC) 2009 Rate Design and Cost of Service Application, among others. Principle 3 speaks to 
efficiency and includes in brackets “consideration of social issues including environmental and energy 
policy.” 
 
BC Gas stated in Exhibit 2A, tab 3, page 6 of the 1996 Rate Design Application (RDA):  

The purpose of the rate design review is to help determine if cost burdens are properly 
borne by each class, if rates reflect the proper economic signals, if rates will provide 
stability both for the customer and for the utility, if the rates promote simplicity and 
administrative ease and allow for the recovery of the revenue requirement. 

The Commission stated on pages 15, 17 and 18 of the 2014 FBC Industrial stepped and standby rate 
decision (Order G-67-14): 

… the Panel notes that any change in rate design naturally results in some initial 
increase in rate instability. As such, the Panel does not see the need to change an 
existing rate designs unless there is a clear need to do so. … 

The Panel considers that before making any changes to previously approved rate design, 
the Panel should be satisfied that greater efficiencies or cost savings would accrue to 
the benefit of ratepayers overall, or that the existing rate is now outside of fairness 
norms from a cost causation perspective. The Panel should also be satisfied before 
making any changes to previously approved rate design that the magnitude of the 
changes to the affected parties are acceptable and that benefits in the broad public 
interest would result. 

The Commission stated on page 35 of the RS 3808 Decision (Order G-60-14): 

… the Commission Panel also acknowledges that existing rates are, by necessary 
implication, not unjust, unreasonable, unduly discriminatory or unduly preferential if 
they have already been approved by the Commission.  

Because the 1993 PPA was approved by the Commission as fair, the Commission Panel 
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will only evaluate fairness where there is clear evidence that changes in circumstances 
require the previous fairness determination to be revisited. 

4.1 Is FEI supportive of using the G-45-11 definition of the efficiency principle (including the 
brackets) for rate evaluation purposes? If no, please explain why not. 

4.2 Does FEI agree with the purpose of the rate design review as articulated by BC Gas in the 1996 
RDA extract above? If no, please explain why not. 

4.3 Does FEI agree with the conditions to be satisfied before making any changes to previously 
approved rate design as articulated in the G-67-14 and G-60-14 extracts above? If no, please 
explain why not. 

 
D. CHAPTER 5 – GOVERNMENT POLICY 

 Reference: GOVERNMENT POLICY 5.0
Exhibit B-1, Section 5.4, p. 5-3, Section 7.5.1, p. 7-17, Section 8.3.5, p. 8-14 
Government policy environment 

FEI states on page 5-3 of Exhibit B-1: 

One of the major developments since FEI’s rate design proceeding in 2001 is the 
implementation of the provincial government’s climate action and energy policies. The 
overall thrust of these policies for FEI is twofold: (i) to promote energy efficiency and 
conservation through demand side and tax measures to curb GHG emissions; and (ii) to 
promote the role of natural gas in the transportation sector. 

FEI states on page 7-17 of Exhibit B-1:  

By Order G-141-09, the Commission approved FEI’s 2010-2011 NSA. As part of the 2010-
2011 NSA, and in alignment with government’s energy conservation policies, the 
monthly Basic Charge was fixed at 2009 levels and all annual margin increases since 
2009 have been allocated to variable volumetric charges. 

On page 8-14 of Exhibit B-1, FEI states that one factor which mitigates “making significant changes to the 
Basic Charge” is “Government energy efficiency and conservation policies discourages higher fixed 
charges.” 
 
5.1 Does FEI consider that the government’s focus on energy conservation has increased, decreased 

or stayed the same since the (i) 2001 and (ii) 2010-2011 rate design proceedings? Please explain. 

5.2 Does FEI consider that government’s current energy conservation policies suggest that the Basic 
Charge should remain fixed, with no annual changes and only be updated periodically? Please 
explain your response. 

5.3 Please explain what FEI considers to be a “significant change” to the Basic Charge?  

5.3.1 Does FEI consider a “significant change” to the Basic Charge to be different for different 
customer groups? 
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 Reference: GOVERNMENT POLICY 6.0
Exhibit B-1, Section 7.5.2, pp. 7-18 to 7-19;  
BC Hydro RS 3808, Order G-60-14 and Decision dated May 6, 2014, p. 55;  
FBC Application for Stepped and Stand-By Rates for Transmission Voltage Customers, 
Order G-67-14 and Decision dated May 26, 2014, p. 13 
Conservation 

FEI states on pages 7-18 and 7-19 of Exhibit B-1: 

As mentioned above, alignment with government’s energy conservation policy was the 
basis for the 2009 decision to hold the Basic Charge constant. The theory suggests that 
excessively high fixed charges (relative to volumetric charges) can lead to consumption 
behaviours that result in excessive usage. This behaviour, sometimes described by 
economists as a “buffet effect”, refers to scenarios in which customers strive to 
consume more than desired levels in an effort to justify the break-even costs of a high 
fixed charge. For the specific case of natural gas utilities, excessively high fixed charges, 
and correspondingly lower volumetric charges, may affect customers’ behaviour 
through decreased customer participation in energy saving activities rather than a direct 
increase in consumption. That is, the customer may lose the incentive to achieve the 
desired level of energy savings. 

In light of government’s energy policy considerations, any increase in the Basic Charge 
should be done in a manner that does not discourage customers’ engagement in energy 
saving initiatives. As such, a complete alignment between fixed costs and fixed charges 
is not desirable from an energy conservation and efficiency perspective. 

The Commission stated on page 55 of the BC Hydro RS 3808 Decision (Order G-60-14): 

Efficiency benefits can be described as promotion of: (i) efficient customer consumption 
and investment decisions, (ii) efficient utility investment and operational decisions and 
(iii) innovation. The Panel also considers any effect on British Columbia social issues, 
including environmental and energy policy.  

The Commission stated on page 13 of the 2014 FBC Industrial stepped and standby rate decision (Order 
G-67-13):   

Therefore, the Panel agrees with BCPSO that the key question in determining if a need 
for the Stepped Rate exists is whether the Stepped Rate promotes efficient customer 
behaviour rather than merely results in less electricity consumption. 

6.1 Does FEI consider that rate design evaluation requires consideration of whether the proposal 
promotes efficient customer behaviour, rather than merely whether it results in less gas 
consumption or whether the rate signals long-run marginal costs at the margin? Please explain. 

6.2 Does FEI consider that its rate design evaluation requires consideration of how any change 
would affect customer decisions to: connect/disconnect to the gas line; make an investment in 
gas consuming equipment; decide how much gas to consume and when to consume it? Please 
explain. 

6.2.1 Does FEI consider that these considerations should not be affected by whether FEI does 
or does not supply the commodity? Please explain. 
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E. CHAPTER 6 – FEI COST OF SERVICE STUDY 

 Reference: FEI COST OF SERVICE STUDY  7.0
Exhibit B-1, Section 6.2.1.2, p. 6-4;; Section 6.3.5.4, pp. 6-18 to 6-19; Appendix 6-5, pp. 
1-2; Appendix 6-6, p. 3; 
New Brunswick Energy and Utilities Board (NBEUB) Decision in the matter of a Review 
of a Cost of Service Study filed by Enbridge Gas New Brunswick LP, December 21, 2010 
(2010 Enbridge COSA Decision), p. 7 
http://142.166.3.251/Documents/Decisions/NG/E/2010%2012%2021%20EGNB%20Co
st%20of%20Service%20Decision%20-%20E.pdf  
Minimum System Study and sizing of distribution pipe standards 

On page 6-4 of Exhibit B-1, FEI states: 
 

The result of the MSS [Minimum System Study] determines the proportion of distribution mains 
costs that are customer related versus costs that are demand related. 
 

On page 6-19 of Exhibit B-1, FEI states: 
 

The MSS results allocate 30% of the distribution system costs to the customer-related 
component and 70% to the demand-related component.  

 
On page 1 of Exhibit B-1, Appendix 6-5, FEI states: 

To estimate the value of mains required from a customer connection vs. the demand 
component FEI follows the steps outlined below: 

… 4. Value FEI’s mains at the minimum standard size and material (60mm PE)… 

On page 3 of Exhibit B-1, Appendix 6-6, FEI states: 

Effective Nov 3, 2008 (per IB 2008-43 Elimination of 88 mm PE pipe and restricted use of 
42 mm PE Pipe) 88 mm PE is no longer being used for new installations and 42 mm PE 
will be restricted to single services without branches. Where these 88 mm and 42 mm 
material would have been selected in the past the next larger pipe size, 114 mm and 60 
mm respectively, must be used. [Emphasis added] 

On page 7 of the 2010 Enbridge COSA Decision, the NBEUB states: 
 

A specific issue in this cost of service analysis is whether to use 2-inch mains or 1¼-inch mains in 
the calculation of the minimum system. Dr. Overcast proposes to use 2-inch mains in the 
calculation. His position, based on discussions with EGNB engineers, is that this is the minimum 
sized main currently being installed. He does acknowledge that 1¼-inch pipe continues to be 
used to service certain areas like cul-de-sacs but he does not truly consider these to be mains. 
 
…For the purposes of the minimum system study, the Board orders that EGNB use a 1¼-inch 
main as the minimum. 

 
7.1 Please provide document “IB 2008-43 Elimination of 88 mm PE pipe and restricted use of 42 mm 

PE Pipe”. 

7.2 Please provide schedules of the mains installed in each of 2015 and 2016 in the same format as 
Table 1 in Exhibit B-1, Appendix 6-5, page 2. Please also provide the percentage of mains that 
are equal to or less than 60mm for each year.  

http://142.166.3.251/Documents/Decisions/NG/E/2010%2012%2021%20EGNB%20Cost%20of%20Service%20Decision%20-%20E.pdf
http://142.166.3.251/Documents/Decisions/NG/E/2010%2012%2021%20EGNB%20Cost%20of%20Service%20Decision%20-%20E.pdf
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7.2.1 If FEI installed 42 mm mains in 2015 or 2016, please explain why 42 mm is not the 
minimum main size used in the Minimum System Study. In your response, please take 
into consideration the determination on page 7 of the 2010 Enbridge COSA Decision. 

7.3 Please reproduce the following tables, to the best of your ability, to show the impact of using a 
minimum main size of 42mm in the Minimum System Study: 

i. Table 1: Minimum System Results for All Mains (Exhibit B-1, Appendix 6-5, p. 2)  
ii. Table 6-16: Delivery Cost of Service Allocation to Rate Schedules (Exhibit B-1, p. 6-27) 

iii. Table 12-2: COSA R:C and M:C Results after Rate Design Proposals (Exhibit B-1, p. 12-5) 
iv. Table 12-4: FEI Rate Proposal Summary (Exhibit B-1, p. 12-8) 

 
7.4 Please complete the following table to summarize the impact of changing the minimum main 

size in the minimum system study on the allocation of distribution system costs between 
demand and customer components. 

 

 
 

 Reference: FEI COST OF SERVICE STUDY 8.0
Exhibit B-1, Section 3.2.1.2, p. 3-5 
Storage and Transport Costs 

On page 3-5 of Exhibit B-1, FEI states: 

Storage and transport costs are primarily incurred as a result of resources contracted by 
FEI to facilitate the flow of gas on FEI’s system so that the load of sales customers can be 
served and the system stays in balance on a daily basis … [Emphasis added] 

8.1 When FEI says storage and transport costs are “primarily incurred,” please state if there are 
reasons why FEI incurs storage and transport costs other than those discussed in the preamble 
above. 

8.1.1 Please elaborate as to what these reasons are. 

8.2 Please explain if transportation customers balancing practices have had any impact on the 
storage and transport costs for the resources contracted. 

 Reference: FEI COST OF SERVICE STUDY 9.0
Exhibit B-1, Section 6.3.1.1., p. 6-6; Section 6.3.2, Table 6-5, p. 6-10 to 6-12; Section 
6.3.4.1, p. 6-13 
Tilbury Expansion Project costs 

On page 6-11 of Exhibit B-1, FEI states: 

The Tilbury Expansion Project is an expansion to FEI’s existing LNG facility located in 
Delta. The Project includes additional liquefaction of 35 TJ/Day and a 1 BCF LNG storage 
tank to serve growing LNG demand. The cost recovery of expenditures associated with 
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the Tilbury Expansion Project was authorized by Direction No. 5 to the Commission as 
amended (OIC No. 557/2013 and OIC No. 749/2014). … The Tilbury Expansion Project is 
estimated to cost $400 million plus development costs and AFUDC. … FEI’s general 
approach for known and measurable changes has been to include in its COSA model the 
annual cost of service for 2018 for the CTS projects and the annual cost of service for 
the first year of operations for LMIPSU. For the Tilbury Expansion Project, which is the 
only project that has associated revenues, FEI adopted a different approach. As 
described below, FEI used a ten-year levelized margin approach in the COSA model to 
more accurately reflect the ongoing impact of this project on customers. 

On page 6-10 of Exhibit B-1, FEI provides Table 6-5 which presents the expected project in-service dates 
and COSA costs. Table 6-5 shows that in the COSA study, the Tilbury Expansion Project had a mid-year 
rate base addition of $399 million and a cost of service of $7 million. 
 
9.1 Please prepare a schedule that reconciles the 2016 FEI approved revenue requirement of 

$1,237.5 million in Table 6-1 on page 6-6 to the 2016 delivery cost of service functionalization of 
$782.847 million in Table 6-8 on page 6-13.  

9.2 Please provide a table which shows (i) the cost of service and (ii) RS 46 revenues for the Tilbury 
Expansion Project by year for the each of the ten years included in the levelized Tilbury 
Expansion Project cost of service. 

9.3 Please use calculations to explain what the cost of service included in the COSA would be for the 
Tilbury Expansion project if FEI used its general approach for known and measurable changes 
and included the estimated annual cost of service and revenue for only 2018 in the COSA. 

9.3.1 Please reproduce the following tables to show the impact of using the estimated 2018 
cost of service and revenue associated with the Tilbury Expansion project in the COSA: 

i. Table 6-8: Delivery Cost of Service Functionalization Summary (Exhibit B-1, p. 6-
13) 

ii. Table 6-16: Delivery Cost of Service Allocation to Rate Schedules (Exhibit B-1, p. 
6-27) 

iii. Table 12-2: COSA R:C and M:C Results after Rate Design Proposals (Exhibit B-1, 
p. 12-5) 

9.4 If the cost for the Tilbury Expansion Project exceeded $400 million (excluding development costs 
and AFUDC) and was instead $450 million, please discuss how these additional costs ($50 
million) would be treated in the COSA and recovered from customers. 

9.5 If the cost for the Tilbury Expansion Project exceeded $400 million (excluding development costs 
and AFUDC) and was instead $450 million, please discuss if it is within the Commission’s 
jurisdiction to determine the rates and customers from whom these additional costs ($50 
million) would be recovered. 

 Reference: FEI COST OF SERVICE STUDY 10.0
Exhibit B-1, Section 6.3.4.3, p. 6-14; Section 6.3.4.4, p. 6-16 
Tilbury Expansion Project costs 

On page 6-14 of Exhibit B-1, FEI states: 

As discussed in Section 6.3.2.3 of the Application, the Tilbury Expansion project is 
included in the LNG Storage function. However, the allocation approach for Tilbury 
Expansion does not follow that of the existing storage plant. The Tilbury Expansion Costs 
are directly allocated to RS 46 and offset with RS 46 revenues (within the function) and 
the net difference is allocated to all non-bypass customers. 
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On page 6-14 of Exhibit B-1, FEI states “Mt. Hayes LNG Storage has a separate function from Tilbury LNG 
Storage.” 
 
10.1 Please confirm, or otherwise explain, that when FEI refers to the “LNG Storage” function in the 

above quote, FEI is referring to the Tilbury LNG Storage function which is a separate category 
from the Mt. Hayes Storage function. 

 
On page 6-16 of Exhibit B-1, FEI states that “In the near term, Mt. Hayes is expected to provide a small 
amount of LNG for the NGT market.” In Table 6-10 (extracted below) FEI presents the forecast RS 46 
demand that will be supplied from Mt. Hayes. 
 

 
 
In Table 6-6 on page 6-12 of Exhibit B-1, FEI provides the forecast of RS 46 demand that forms the basis 
for the ten year levelized revenue included in the COSA model.  
 
10.2 Please confirm that the RS 46 demand supplied by Mt. Hayes is included in the RS 46 demand 

forecast in Table 6-6 and the revenue from this demand is included in the ten year levelized 
RS 46 revenue that is used to offset the Tilbury Expansion Cost within the Tilbury LNG Storage 
function before the difference is allocated to all non-bypass customers.  

10.2.1 If not confirmed, please explain and provide an updated version of Table 6-6 with the 
RS 46 demand supplied by Mt. Hayes included. 

10.3 Please provide the maximum annual liquefaction capacity at Mt. Hayes expressed in TJ.  

10.3.1 What is the maximum amount of Mt. Hayes liquefaction capacity that could be used to 
supply RS 46 demand without impacting the allocation of costs to Mt. Hayes LNG 
Storage function within the COSA model and/or to the Storage and Transport 
(Midstream) Costs component of the Gas Cost Allocation model. 

 Reference: FEI COST OF SERVICE STUDY 11.0
Exhibit B-1, Section 6.3.4.4, pp. 6-14 to 6-16; 
Commission Letter L-20-16 dated August 4, 2016, appendix A; Non-confidential FEI 
2016/2017 Annual Contracting Plan – Executive Summary, p. E-5; 
FortisBC Energy Utility 2014 Long Term Resource Plan Application, Exhibit B-2, BCUC IR 
1.58.1 
LNG facility cost allocation 

On page 6-14 of Exhibit B-1, FEI states: 

The existing Tilbury LNG Storage facility … serves as a needle peaking resource to 
support the CTS’s [Coastal Transmission System] ability to meet customer requirements 
on extreme cold days. The Tilbury LNG Storage facility also supports transmission and 
distribution operations during maintenance and repair activities, emergency outages 
and supply constraints. … Mt. Hayes LNG Storage has a separate function from Tilbury 
LNG Storage. … The Mt. Hayes LNG facility has a dual purpose of serving as (1) a gas 
supply storage facility and (2) a transmission facility which provides additional 
transmission system capacity to serve customers in the same fashion that pipeline 
looping and compression provide such capacity. 
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11.1 Does the Mt. Hayes LNG facility also support transmission and distribution operations during 
maintenance and repair activities, emergency outages and supply constraints? 

On page E-5 of the non-confidential FEI 2016/2017 Annual Contracting Plan – Executive Summary that is 
Appendix A to Commission Letter L-20-16, FEI provides the following table summarizing the Midstream 
gas supply portfolio: 
 

 
 
11.2 Please confirm that for the 2016/17 annual contracting plan, the Tilbury LNG and Mt. Hayes LNG 

resources respectively each constituted 12.4 percent of the total Midstream portfolio of 
resources required to meet the peak day demand. 

11.2.1 Does FEI anticipate any significant changes to the role that the Tilbury LNG and Mt. 
Hayes LNG resources play in the Midstream portfolio in the future? If so, please 
elaborate. 

11.2.2 Please describe the similarities and the differences in the roles of the Tilbury LNG facility 
and Mt. Hayes LNG facility, respectively, as a gas supply storage facilities in the 
Midstream portfolio. 

11.3 Please populate the following table to illustrate the extent to which the Mt. Hayes LNG facility 
and the Tilbury LNG facility were used to supply the Midstream portfolio requirements over the 
past five contract years. 

 
 
In the FortisBC Energy Utility 2014 Long Term Resource Plan (FEU 2014 LTRP) proceeding, in response to 
BCUC IR 1.58.1 regarding FEU’s consideration of the option of increasing either the number of days 
duration and/or peak day quantities sourced from the existing Tilbury and Mt. Hayes LNG storage 
facilities for the purpose of meeting the peak design day portfolio load requirements, FEU responded: 
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The FEU also evaluate opportunities on an on-going basis within its own operating 
region to improve infrastructure leading to better diversity and reliability within the 
portfolio over the long term. For example, FEI is currently planning to expand the 
liquefaction and storage capacity at the Tilbury site, primarily to meet the growing 
market for LNG applications. This may provide an opportunity for the FEU to source 
additional on-system storage resources, in particular if additional vaporization facilities 
can be incorporated into the expanded facility. The addition of vaporization to the 
facility and ability to liquefy at a greater rate than the original peak shaving Tilbury 
facility could allow FEI to utilize this resource as a market area storage resource during 
cold weather events. FEI could potentially replace expiring Mist and NWP transportation 
contracts in the future or replace incremental resources that may be required to meet 
growing load requirements. The FEU will continue to assess this potential opportunity as 
part of the annual contracting process. 

11.4 If FEI were to add vaporization to the expanded Tilbury LNG facility in the future so it could be 
used to replace market area storage contracts such as the Mist and NWP transportation 
contracts in the Midstream portfolio, please describe how FEI would propose to address any 
associated cost allocation issues. For instance, would FEI anticipate it would propose an 
allocation of some portion of the Tilbury LNG Storage function to the Storage and Transport 
portion of the gas Allocation model? 

 Reference: FEI COST OF SERVICE STUDY 12.0
Exhibit A2-2, Section 2, p. 5 
Frequency of COSA studies  

On page 5 of Exhibit A2-2, Elenchus states: 

Cost of service allocation studies are conducted periodically by utilities to compare the 
costs attributable to the various customer classes with the revenues being collected 
from the customer classes. The frequency with which COSA studies are updated varies 
across jurisdictions and is typically linked to the rate setting process. Updates are 
typically expected at least every five years. 

Elenchus further explains that Union Gas Limited conducts a cost of service study every five years, 
Enbridge Gas Distribution conducts a cost of service study every year, and ATCO Gas’ most recent cost of 
service studies are from 2008/2009 and 2011/2012 general rate applications. 
 
12.1 Please state the most recent time when FEI included a full and up-to-date COSA study for (i) FEI; 

and (ii) Fort Nelson in a regulatory application.  

12.2 Please provide a detailed explanation of the costs, time and effort in person-hours to prepare a 
full and up-to-date COSA study for each of FEI and Fort Nelson (excluding rate design and 
rebalancing) for regulatory review. Please explain if any external resources are required. 

12.3 Please explain the benefits and disadvantages of performing a full COSA study every five years 
as opposed to less frequently, for example every 10 years or longer. 

 Reference: FEI COST OF SERVICE STUDY 13.0
Exhibit B-1, Section 6.5.2, Table 6-19, p. 6-36; Section 3.2.2, Table 3-2, p. 3-6  
Additional data  

Table 6-19 in Exhibit B-1 presents the revenue to cost (R:C) and margin to cost (M:C) ratio results for 
rate schedules that are not set using cost of service allocations. These include RS 4, RS 7, RS 27 and RS 
22. 
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13.1 Please provide an updated version of Table 6-19 which includes the revenue to cost and margin 

to cost ratios from the COSA results and before rate design proposals and rebalancing for (i) RS 
26; (ii) RS 46; (iii) the aggregate of customers with bypass agreements; and (iv) non-bypass 
contract customers. 

13.2 Table 3-2 on page 3-6 of Exhibit B-1 shows that RS 50 has no customers. Please state if FEI could 
obtain customers for RS 50 within the next five years and explain what their expected energy 
demand would be on FEI’s system. 

 Reference: FEI COST OF SERVICE STUDY 14.0
Exhibit B-1, Section 3.3.2, p. 3-10 
Historical R:C ratio range of reasonableness 

On page 3-10 of Exhibit B-1, FEI states: 

In April 1993, BC Gas filed the Phase B Rate Design Application, which considered the 
allocation of all other utility costs, other than gas supply costs. … BC Gas determined the 
allocated cost of service of customer rate schedules with R:C to cost ratios and proposed 
a range of 90% to 110% on this ratio to be used as a guideline for setting rates. 

14.1 Please explain the reasons behind the proposed R:C ratio range of 90% to 110% in the BC Gas 
1993 Phase B Rate Design Application and discuss whether each of these reasons remain 
applicable for the FEI 2016 Rate Design Application. 

14.2 Please explain whether the quality of FEI’s customer data, load data and costing data has 
improved since the 1993 Phase B Rate Design Application.  

 Reference: FEI COST OF SERVICE STUDY 15.0
Exhibit B-1, Section 6.5, p. 6-31; Section 6.5.2, p. 6-34; Appendix 6-4, Schedule 1; 
Exhibit A2-2, Section 6.1.1, p. 28 
Use of the R:C ratio versus the M:C ratio range of reasonableness 

On page 6-31 of Exhibit B-1, FEI states: 

The R:C ratios show whether the rates charged to each rate schedule adequately 
recover their allocated cost of service. For FEI’s transportation rate schedules that have 
companion sales rate schedules (RS 23, RS 25 and RS 27) FEI imputes a cost of gas so 
that when the R:C ratios are calculated the final R:C ratio is on the same basis (delivery 
margin plus cost of gas) as for the sales rate schedules 

On page 6-34 of Exhibit B-1, FEI states: 

The margin to cost ratio is calculated by dividing the total delivery margin collected from 
a rate schedule which includes Basic Charge, demand charge, volumetric Delivery 
Charge and administrative charge revenues, by the allocated embedded delivery costs. 
Gas and storage and transport costs are excluded from both the numerator and 
denominator when calculating the M:C ratios. 

On page 28 of Exhibit A2-2, Elenchus states: 

The definition of R:C and M:C ratios implies that the calculated R:C ratio range would 
always be less than the calculated M:C ratio range. Specifically, the M:C ratio would be 
less than the calculated R:C ratio for the same rate schedule if the R:C ratio is less than 
1.00 and the M:C ratio would be greater than the calculated R:C ratio for the same rate 
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schedule if the R:C ratio is greater than 1. 

15.1 Please explain, with calculations, how FEI imputes the cost of gas in order to be able to calculate 
the R:C ratio for RS 23, RS 25 and RS 27. 

15.2 Please explain, with calculations, how FEI determined (i) the cost of gas; and (ii) the R:C ratio for 
each of RS 22A and RS 22B large volume transportation service customers as presented in Table 
6-18 on page 6-35 of Exhibit B-1. 

15.3 Please take into consideration Schedule 1 (Fully Distributed Cost of Service Allocation with R:C 
and M:C ratios) in Appendix 6-4 of Exhibit B-1 and explain whether FEI is in agreement with 
Elenchus’ statement shown in the preamble.  

15.4 Based on FEI’s explanation of R:C and M:C ratios and Elenchus’ statement on R:C and M:C ratios 
in the preamble, please explain if FEI considers that an R:C ratio range of 0.90 to 1.10 (+/- 10%) 
is equivalent to a M:C ratio range of the same 0.90 to 1.10 (+/- 10%). 

15.5 Based on FEI’s explanation of R:C and M:C ratios and Elenchus’ statement on R:C and M:C ratios 
in the preamble, please explain if an R:C ratio range should be greater than a M:C ratio range in 
order to be applied in an equivalent manner during rate design. 

15.6 Please complete the following table by placing the calculated figures in the cells highlighted in 
yellow to show the impact of the inclusion of different magnitudes of the cost of gas (gas and 
storage and transport costs) when calculating the R:C ratio from M:C ratios of 90%. As per 
Schedule 1, Total Gas Cost Revenue (Row 5) should be equal to Total Cost of Gas (Row 6).  

 

 
 
15.7 Please complete the following table by placing the calculated figures in the cells highlighted in 

yellow to show the impact of the inclusion of different magnitudes of the cost of gas (gas and 
storage and transport costs) when calculating the R:C ratio from M:C ratios of 110%. As per 
Schedule 1, Total Gas Cost Revenue (Row 5) should be equal to Total Cost of Gas (Row 6).  
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F. CHAPTER 7 – RATE DESIGN FOR RESIDENTIAL CUSTOMERS 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS  16.0
Exhibit B-1, Section 7.2.2, p. 7-4; 
BC Hydro 2015 Rate Design Application, Exhibit B-23, BCUC IR 2.174.2; 
FEU 2014 LTRP, Exhibit B-1, pp. 20, 21, Order G-189-14 and Decision dated December 
3, 2014, p. 38 
Cost competitiveness  

FEI states on page 7-4 of the Application that there is an increasing share of electricity use for space 
heating for residential customers and domestic water heating. 
 
BC Hydro stated in response to BCUC IR 2.174.2 in the 2015 Rate Design Application: 

There are a number of factors to consider when comparing the cost competitiveness 
between natural gas and electric space and water heating and individual consumers 
may put more or less weight on certain factors. As described in the preamble to this IR 
the FEU 2014 LTRP identified that natural gas is less expensive for space and water 
heating on an energy cost basis based on current market pricing, however, natural gas 
systems can carry a much higher up front cost than electric baseboards. BC Hydro 
agrees with FEU’s view that the higher upfront capital cost of natural gas end-use 
applications erodes the cost advantage of natural gas compared to electricity and plays 
an important role in influencing customer energy choice for space and water heating.  

The Commission’s decision on the FEU 2014 LTRP states on page 38: 

Consistent with the Commission’s determination in Order G-120-11, the Commission 
Panel finds that (i) the FEU’s objective of maintaining the competitiveness of natural gas 
with other energy sources is inappropriate and should not be included in a future 
PRMP…  

In the 2014 FEU LTRP Application, FEU provided a comparison of gas rates to BC Hydro Step 1 and Step 2 
electricity rates (Figure 2-5, p. 20), and a comparison of the cost difference for space and water heating 
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– natural gas vs. electricity (p. 21, Table 2-1). 
 

16.1 Please update Figure 2-5 and Table 2-1 provided in the 2014 FEU LTRP Application using BC 
Hydro’s current rates and: (i) FEI’s existing residential rate, and (ii) FEI’s proposed residential 
rate.  

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS  17.0
Exhibit B-1, Section 7.2.3, pp. 7-5 to 7-6 
Residential consumption pattern 

On page 7-5 of Exhibit B-1, FEI states: 

As shown in Figure 7-5 below, the 2015 residential annual consumption distribution 
forms a bell curve. There is a slight skew to the right relative to the mean annual 
consumption which is estimated at 81 GJ/year excluding outliers.107 

17.1 Please provide the standard deviation for the 2015 residential annual consumption. 

17.2 Please complete the following table, to the best of your ability, to provide a breakdown of the 
number of residential customers for different levels of annual normalized consumption from 
2011 to 2015. Please use the increments provided in the table and the notes below the table.  

 
17.2.1 If FEI is unable to respond to the previous question, please explain why and explain the 

cost, time and effort in person-hours that is required to respond to this information 
request. 

17.2.2 Please provide copies of Figure 7-5 showing the: 

i. 2014 Residential Normalized Consumption Distribution 
ii. 2013 Residential Normalized Consumption Distribution 

iii. 2012 Residential Normalized Consumption Distribution 
iv. 2011 Residential Normalized Consumption Distribution 

 
17.3 Please describe and compare the following attributes for (i) customers consuming equal to or 

less than 20 GJ/year; (ii) customers consuming from 70 to 90 GJ/year; and (iii) customers 
consuming greater than 140 GJ/year: 

i. end uses (furnaces, boilers, domestic water heaters, and fireplaces, range and BBQ); 
ii. typical load factor; 

iii. price elasticity estimate as it relates to the variable charge; and  
iv. any significant non-energy benefits (for example, environmental for BBQ use, customer 

satisfaction for cooking etc.) 
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 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS  18.0
Exhibit B-1, Appendix 7-1, p. 1; 
BC Gas Utility Ltd. Phase B Rate Design Application, Order G-101-93 and Decision 
dated October 25, 1993, pp. 24–25 
Low Use Residential Customers 

Appendix 7-1 of Exhibit B-1 contains the 2012 FEU Residential End-Use Study (REUS) dated July 16, 2014. 
Page 1 of 2012 FEU REUS states: 

Use rates (weather normalized gas consumption per-household) have been declining 
across FEU’s regions since 1999. Use rates are down 24% since 1999 and 4% since the 
last REUS (2008). The decline since 2008 is understated somewhat due to a change in 
the use rate calculation method for 2012. 

Page 1 of the 2012 REUS then provides reasons that result in the declining use rates.  
 
18.1 Please explain if FEI considers that the trend of declining use rates across FEU’s regions has 

continued since the 2012 FEU REUS.  

The Commission stated in the BC Gas Utility Ltd. Phase B Rate Design Application Decision (Order G-101-
93), pp. 24, 25: 

When trying to meet the objective of aligning marginal rates with LRIC, variables that 
can be adjusted are (1) the basic charge and (2) the intra-marginal rate (this would be 
the summer rate in a seasonal rate design). Thus, changes to the basic charge may be 
required, simply to ensure that the Utility recovers its costs, and these changes may 
require decreases rather than increases, even though the FDC studies indicate that the 
customer related costs significantly exceed the current basic charge.  

The Commission is therefore unwilling at this time to accept the full increase in the basic 
charge proposed by BCGUL. … 

18.2 Does FEI consider that increasing the residential fixed charge could result in low-use residential 
customers leaving FEI’s system or being reluctant to connect to FEI’s system? Please explain 
your response. 

18.3 Please explain, with calculations, if the (i) existing rate design; and (ii) the proposed rate design 
results in low-use customers paying less than their customer-related costs according to the 
COSA? 

18.3.1 Please calculate the annual residential consumption in GJ that is required for FEI to 
recover customer-related costs as determined by the COSA study through: 

i. The existing rate design; and 
ii. The proposed rate design. 

18.3.2 Please calculate the annual residential consumption in GJ that is required for FEI to 
recover both customer-related costs and demand-related costs as determined by the 
COSA study through: 

i. The existing rate design; and 
ii. The proposed rate design. 

 
18.4 If feasible, using the FEI COSA study, please unbundle the residential customer class into two 

segments: (i) consuming at or below 20 GJ/year, and (ii) consuming above 20 GJ/year. Please 
provide the R:C and M:C ratios of these two customer segments, and comment on whether FEI’s 
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analysis indicates that low-use residential customers could be set up as a separate rate class. 

18.4.1 If not feasible, please explain the costs, time and effort in person-hours that will be 
required in order to provide the information requested. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 19.0
Exhibit B-1, Section 7.5.2, p. 7-18, Sections 7.8 and 7.8.1, p. 7-22; 
2017 RIB Rate Report, pp. 6, 8, 9; 
BC Hydro 2015 Rate Design Application, Order G-5-17 and Decision dated January 20, 
2017, p. 14 
Proposal and problem definition  

FEI compares the existing residential rate to the proposed residential rate on page 7-22 of Exhibit B-1. 
FEI states on page 7-18 of Exhibit B-1: “alignment with government’s energy conservation policy was the 
basis for the 2009 decision to hold the Basic Charge constant.”  
 
The Commission states in the 2017 RIB Rate Report on page 6: 

The RIB rates are conservation rates; that is, their purpose is to conserve energy or 
promote energy efficiency by providing a higher incentive, in the form of a higher rate 
for electricity purchased in the second tier, for higher-use customers to reduce 
consumption. Since it is not the purpose of the RIB rates to benefit any customers at the 
expense of other customers, this supports the Commission’s view based on the R/C 
ratios that there is no undue discrimination in the RIB rate. 

The Commission states in the 2017 Decision on BC Hydro’s 2015 RDA: 

…the Panel notes that one of the reasons BC Hydro maintains the RIB rate as status quo 
is because the rate structure appears to be achieving its overall objective of encouraging 
conservation through customer response to higher marginal prices at the Step 2 energy 
rate. In the Panel’s view, in assessing the rate design proposals for the various customer 
classes it is important to consider the efficiency criterion in balance with other 
principles. 

19.1 Please clearly identify the problem with the existing recovery of residential costs through fixed 
vs. variable charges that this Application is intended to address. If the problem relates to an 
efficiency concern, please identify the specific concern (i.e. how is it negatively affecting 
customer investment/consumption decisions), and if the problem relates to a fairness concern, 
please provide evidence that the existing level of cost recovery is outside of fairness norms. 

19.1.1 Please identify the specific changes in circumstances since 2009 which have resulted in 
the creation of each identified problem. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 20.0
Exhibit B-1, Section 7.5.1, pp. 7-17 to 7-18, Section 7.8.1, pp. 7-23 to 7-25 
Fixed and variable Cost Recovery 

On page 7-17 of Exhibit B-1, FEI states: 

In the current residential rate structure, the current basic charge … recovers about 44% 
of the customer costs and only about 27% of the total of customer and demand costs 
allocated to the residential rate schedule. … The misalignment between fixed costs and 
the Basic Charge has been a re-occurring issue in FEI’s rate design proceedings. The 
Commission has previously approved increases in the share of fixed costs recovered by 
fixed charges. As part of the 1996 NSA, the monthly Basic Charge was increased by 
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approximately 11% from $6.32 to $7.00. In the 2001 NSA, the monthly Basic Charge was 
again increased by an additional 15% from $8.66 to $10.00. [Emphasis added] 

On page 7-22 of Exhibit B-1, FEI recommends a rate design for residential customers which: 

• Improves the alignment between the fixed costs allocated to the residential rate 
schedule and the fixed charges recovered from residential customers by a one-
time 5% increase to Basic Charge and corresponding decrease in the volumetric 
Delivery Charge. [Emphasis Added] 

On page 7-23 of Exhibit B-1, Section 7.8.1, FEI states: 

Implementing the proposed 5% increase in Basic Charge results in an increase in the daily Basic 
Charge from $0.3890 to $0.4085 per day and a corresponding decrease in the volumetric 
Delivery Charge from the $4.832 per GJ to $4.746 per GJ. 

20.1 Please confirm, or otherwise explain, that 56% of the customer costs and 73% of the total of 
customer and demand costs allocated to the residential rate schedule is recovered through the 
variable charge(s).  

20.2 Please provide, for each year since 2009, the percentage of total residential delivery costs 
recovered through (i) fixed charges and (ii) variable charges. 

20.3 Please explain if FEI’s proposal for “a one-time 5% increase to Basic Charge and corresponding 
decrease in the volumetric Delivery Charge” will result in a misalignment between fixed costs 
and the Basic Charge over time as the volumetric Delivery Charge is changed annually. 

20.4 Please provide the increase in the daily Basic Charge and the corresponding decrease in the 
volumetric Delivery Charge from increasing the Basic Charge by 10 and 15 percent. 

20.4.1 In the same format as Table 7-9 in Exhibit B-1, page 7-25, please provide the bill impact 
of increasing the Basic Charge by 10 percent and 15 percent. 

20.5 For the proposed FEI residential, please complete the table below in 5 GJ increments for the 0–
30 GJ range and 10 GJ increments for the 31–140 GJ range. Also include fully a functional 
electronic spreadsheet for the data in the table. 
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G. CHAPTER 8 – RATE DESIGN FOR COMMERCIAL CUSTOMERS 

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 21.0
Exhibit B-1, Section 8.3, p. 8-11, 8-12; FEI Rate Schedule 2;1 FEI Rate Schedule 32 
Economic crossover point 

FEI states on page 8-11 of Exhibit B-1 that “The economic crossover point between RS 2 and RS 3 is the 
annual volume at which a customer would have the same annual total cost whether served under either 
RS 2 or RS 3.” 
 
Table 8-3 on page 8-12 of Exhibit B-1 shows the economic crossover volume for RS 2 and RS 3 is 
1,457 GJ. 
 
The current rates for RS 2 and RS 3 are shown in FEI’s gas tariff. 
 
21.1 Please explain when the economic crossover point was last re-aligned, and what the crossover 

point was set at. 

21.2 Please explain the methodology and inputs to calculate the economic crossover point when it 
was last re-aligned with the customer segmentation threshold between RS 2 and RS 3. 

21.3 Please explain whether the methodology to calculate the economic crossover point as 
presented in Table 8-3 differs from those described above. If yes, please elaborate and explain 
the rationale for any differences. 

21.4 Please explain whether the rates used to calculate the economic crossover point as shown in 
Table 8-3 includes all rate riders. If not, why not? 

21.5 Please replicate Table 8-3 using the current rates as referenced in the preamble, and reference 
the corresponding itemized rates contained in the Table of Charges in RS 2 and RS 3. 

21.6 Please explain what would be the threshold difference between the economic crossover point 
and the customer consumption threshold to require a re-alignment.  

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 22.0
Exhibit B-1, Section 8.5, p. 8-16;  
BC Gas 2001 Rate Design Application Order G-116-01, Appendix 1, p. 2 
Economic crossover point alignment 

The Commission stated in Order G-116-01 on the BC Gas Utility Ltd. 2001 Rate Design Application 
(approval of the negotiated settlement, Appendix 1, p. 2):  

In order to achieve an economic breakpoint between Small Commercial Service (Rate 
Schedule 2) and Large Commercial Service (Rate Schedules 3/23) that approaches 2,000 
GJ per year, Rate Schedules 2 and 3/23 will be revised as proposed by BC Gas in the 
Application under Tab 6, page 3. 

On page 8-16 of Exhibit B-1, FEI explains that:  

This misalignment gives an incentive to customers on RS 2 to consume more energy so 
they can move above the 2,000 GJ threshold to achieve a lower rate and bill. The 
misalignment might also cause rate instability for customers whose year-to-year 

                                                           
1 https://www.fortisbc.com/About/RegulatoryAffairs/GasUtility/NatGasTariffs/Documents/RateSchedule_2.pdf  
2 https://www.fortisbc.com/About/RegulatoryAffairs/GasUtility/NatGasTariffs/Documents/RateSchedule_3.pdf  

https://www.fortisbc.com/About/RegulatoryAffairs/GasUtility/NatGasTariffs/Documents/RateSchedule_2.pdf
https://www.fortisbc.com/About/RegulatoryAffairs/GasUtility/NatGasTariffs/Documents/RateSchedule_3.pdf
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fluctuations in annual demand may occasionally cause them to move back and forth 
between these rate schedules. This can also cause revenue instability for the utility. 

22.1 With reference to the various components of RS 2 and RS 3, please explain the factors that 
contributed from an alignment to a misalignment of the economic crossover point with the 
customer segmentation threshold. 

22.2 Please explain whether the customer segmentation threshold between RS 2 and RS 3 was set at 
any other value than 2,000 GJ in the past. 

22.2.1 If yes, please explain the circumstance that supported a modification of the customer 
segmentation threshold to the existing 2,000 GJ threshold in favour of relying solely on 
rate changes. 

22.3 Please explain how the proposed rate changes to the delivery and basic charge addresses each 
of the issues identified regarding the misalignment, namely (i) incentive to consume more, (ii) 
rate instability for the customer, and (iii) revenue instability for the utility. 

22.4 Please explain what would be the consequence of an economic crossover point that is higher 
than the customer segmentation threshold. 

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 23.0
Exhibit B-1, pp. 8-1, 8-14, 8-21  
Proposed rate change 

FEI states on page 8-1 of Exhibit B-1: 

FEI proposes to increase the Basic Charge and to reduce the Delivery Charges of RS 2, RS 
3 and RS 23 to eliminate the customer bill differential for customers whose annual 
consumption is close to the 2,000 GJ threshold.  

In table 8-3 on page 8-21 of Exhibit B-1, FEI presents the proposed changes to the commercial rates: 
 

 
 
On page 8-14 of Exhibit B-1, FEI states  

• … FEI’s commercial customer related costs are reasonably well recovered by the 
Basic charge 

• Government energy efficiency and conservation policies discourages higher 
fixed charges 

• Increasing the Basic Charge would result in bill impacts and rate instability for 
commercial customers 
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Based on these competing principles and considerations, FEI believes that the basic 
charges provide a reasonable recovery of FEI’s commercial customer allocated fixed 
costs. 

 
23.1 Please provide the basic charge as a percentage of total bill for each of the average RS 2 and 

RS 3 customers. 

23.2 Please elaborate on which competing principles support FEI’s proposed changes to the basic and 
delivery charges for RS 2 and RS 3. 

23.2.1 In consideration of the competing principles, please explain FEI’s process and analysis in 
determining the appropriate basic and delivery charges. 

23.3 Please explain whether FEI considered other rate adjustment options that can realign the 
economic crossover point at 2,000 GJ. If not, why not? 

23.3.1 If yes, please provide the comparative analysis of various rate changes considered by 
FEI, clearly explain the factors considered when comparing various rate change 
combinations/magnitudes, and explain why the proposed option is superior than other 
options considered. 

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 24.0
Exhibit B-1, pp. 8-4, 8-8, 8-9, 8-22, 8-23 
Impact of proposed rate change 

FEI shows in Figure 8-1 on page 8-4 of Exhibit B-1 the commercial customer market segments. Figure 8-6 
on page 8-8 and Figure 8-7 on page 8-9 show the small and large commercial customer bill frequency, 
respectively.  
 
FEI presents the bill impact analysis of its proposed rate adjustment for RS 2 customers in figure 8-13 
and for RS 3 customers in figure 8-14. 
 
24.1 Please replicate Figure 8-13 and 8-14 in terms of actual bill change in dollar terms ($/year). 

24.1.1 In consideration of the magnitude of bill change for RS 2 and RS 3 customers, please 
comment on whether the proposed rate changes will result in a change in consumer 
behavior. 

24.2 Please present the bill frequency of small commercial customers and large commercial 
customers similar to that presented in Figure 8-6 and Figure 8-7 for each customer market 
segments presented in Figure 8-1. 

 
H. CHAPTER 9 – RATE DESIGN FOR INDUSTRIAL CUSTOMERS  

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 25.0
Exhibit B-1, Section 2.1, p. 2-2; Section 6.3.1.5, pp. 6-8 to 6-9; Section 9.8.1, pp. 9-37 to 
9-38 
Tariff supplements – bypass agreements and contract customers 

On page 2-2 of Exhibit B-1, FEI states: 

FEI has a number of tariff supplements, including bypass agreements. These tariff 
supplements are negotiated agreements and are approved separately by the 
Commission and, as such, FEI is not proposing any changes to existing tariff supplements 
in this Application.  
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On page 6-9 of Exhibit B-1, FEI presents Table 6-4 as follows: 

 
 
Footnote 64 on page 6-9 of Exhibit B-1 states: 

FEI has included Teck Coal (Byron Creek) with bypass customers [in Table 6-4] in its 
Revenue Requirements. The contract is a Pipeline Agreement which specifies how the 
‘Actual Annual Service Charge’ is determined. The annual service charge is not affected 
by Commission approved rate changes. As such, it is similar to FEI’s bypass contracts. 

25.1 Please confirm, or otherwise explain, that Teck Coal (Byron Creek) is not a customer with which 
FEI has a bypass agreement. 

25.1.1 If confirmed, please provide an updated version of Table 6-4 which represents only 
customers with which FEI has bypass agreements and also explain any differences 
between the table in the response and Table 6-4 in Exhibit B-1. 

25.2 Please add additional rows to Table 6-4 to provide the following additional information for FEI’s 
Bypass customers only (i) 2016 Forecast Peak Demand; (ii) 2016 Forecast Load Factor; and (iii) 
Costs determined by the COSA Study. 

25.3 Please provide a list of the industrial sector makeup for (i) bypass customers; and (ii) non-bypass 
contract customers. Please provide a pie chart along with your responses that breakdown the 
industries by throughput for the most recent year of actual data (in a manner similar to Figure 9-
1 on page 9-3 of Exhibit B-1). 

25.4 Please explain how the costs and revenues associated with Teck Coal (Byron Creek) were 
treated in the COSA Study. 

25.5 Please explain if there are any other customers that are similar to FEI’s bypass customers and 
was included in the data provided in Table 6-4 above. 

On page 9-37 of Exhibit B-1, FEI provides Table 9-22 which states that the total number of Rate Schedule 
22A customers is 9 and the total number of Rate Schedule 22B customers is 5. On page 9-38 FEI 
describes the history of Rate Schedules 22A and 22B and quotes the following from the 1993 Phase B 
Rate Design Decision: 

…considering that most of these interior customers had either individually negotiated 
rates (Inland bypass customers) or a uniquely linked rate design (Columbia customers) 
and few if any were likely to be requiring load increases, closed rates were argued to be 
appropriate. 

25.6 Please explain the key differences between a bypass customer and a non-bypass contract 
customer. 

25.6.1 For the five RS 22A customers that are not bypass customers, please describe the nature 
of the individually negotiated contracts and the associated rates for these customers. 

25.6.2 Please describe the nature of the individually negotiated contracts and the associated 
rates for the five RS 22B customers. Please confirm that none of the RS 22B customers 
are considered to be bypass customers. 
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25.7 Please provide a list describing the end-uses for (i) bypass customers; and (ii) non-bypass 
contract customers. Please provide a pie chart along with your responses that breaks down the 
end-uses by throughput for the most recent year of actual data (in a manner similar to Figure 9-
2 on page 9-4 of Exhibit B-1). 

25.8 Please explain the process for initiating a change in the terms or rates for bypass agreements. 

25.8.1 Please describe FEI’s rights with regard to termination of current bypass agreements. 

25.8.2 Please describe the bypass customers’ rights to termination of current bypass 
agreements. 

25.8.3 If any of the bypass customers have had their bypass contracts renegotiated to 
accommodate increases in load, please describe the process that led to termination of 
the original bypass contract, renegotiation of a new bypass agreement and Commission 
approval of a new bypass agreement. 

25.9 Please complete the following table summarizing each of FEI’s current bypass agreements. 
Please add rows as necessary and provide the annual demand using the most recent year of 
actual data. 

 
 

25.9.1 Please provide a bar chart showing the Annual Throughput on the y-axis for each bypass 
customer, using the most recent year of actual data.  

25.9.2 Please provide a bar chart showing the Annual Throughput on the y-axis for each non-
bypass contract customer, using the most recent year of actual data.  

25.10 For each of FEI’s current bypass customers, please provide a copy of the Commission approved 
tariff supplement. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 26.0
Exhibit B-1, Section 9.3, Table 9-2, p. 9-7 
Industrial customer data 

26.1 Please state the percentage of the total 2016 sales customer demand forecast that is 
represented by RS 5 General Firm Sales. 

26.2 Please state the percentage of the total 2016 transportation customer throughput forecast that 
is represented by RS 25 General Firm Transportation. 

26.3 Please provide an updated version of Table 9-2 by splitting the row with “RS 22 / 22A / 22B – 
Large Volume Transportation” into 3 rows: (i) RS 22; (ii) RS 22A; and (iii) RS22B. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 27.0
Exhibit B-1, Section 9.1, p. 9-1 
General Firm Service (RS 5) and General Firm Transportation Service (RS 25) 

On page 9-1 of Exhibit B-1, FEI states: 

FEI’s General Firm Service (RS 5 and RS 25) is designed to serve high load factor and 
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process customers with efficient utilization of the system. RS 5/RS 25 has a Demand 
Charge designed to provide lower average rates to these higher load factor customers. 
The Demand Charge includes a peak day demand formula with a 1.25 multiplier to 
estimate the peak day demand from the average peak monthly demand. Based on peak 
daily consumption information that was not fully available when the RS 5/RS 25 demand 
charge was originally designed, FEI is proposing to update the multiplier in the peak day 
demand formula from 1.25 to 1.1.  

On page 9-9 of Exhibit B-1, FEI states: 

For purposes of calculating the Demand Charge, RS 5 and RS 25 estimate a customer’s 
peak day demand (referred to in the rate schedules as the “Daily Demand”) through a 
formulaic calculation that includes a 1.25 multiplier to estimate peak Daily Demand 
from peak monthly demand. … FEI’s analysis shows that the current method of using a 
multiplier of 1.25 is over-estimating the peak day demand. … FEI considered various 
options for calculating the Daily Demand. … FEI is proposing to maintain the formula to 
determine the Daily Demand, but to update the multiplier from 1.25 to 1.10 to more 
accurately estimate the RS 5/RS 25 average consumption during the 5 coldest days in 
the customers’ respective region for the past 5 years compared to their peak monthly 
average consumption. … The change in method to calculate the Daily Demand requires 
the Demand Charge to be reset to continue to send the appropriate price signals so that 
only customers with greater than 40% load factor have an incentive to take service 
under RS 5/RS 25. Customers with a load factor less than 40% should be taking service 
under FEI’s Large Commercial rate schedules.  

27.1 Please state the number of years that the 1.25 multiplier has been resulting in an 
overestimation of peak day demand for RS 5 and RS 25 customers. 

27.2 Please explain the underlying reason(s) why the 1.25 multiplier is now overestimating peak day 
demand for RS 5 and RS 25 customers. For example:  

i. did inadequate/inaccurate data lead to the development of an inappropriate multiplier 
initially? 

ii. has the load factor/typical daily demand/typical peak day demand of RS 5/RS 25 
customers changed overtime? 

iii. any other reasons? 
 
27.3 Please explain the issue(s) FEI or customers may experience due to an overestimation of the 

peak demand based on the multiplier of 1.25. Please use calculations to explain the impact to 
customer bills and FEI’s operations.  

27.4 Please calculate the difference to the bills of moving from a 1.25 multiplier to a 1.1 multiplier for 
the five largest RS 5/RS 25 customers based on 2015 actual consumption and load factor. 

27.5 Please provide an updated version of Table 9-4 on page 9-11 of Exhibit B-1 to include (i) existing 
RS 5 and RS 25 charges; and (ii) FEI’s proposed RS 5 and RS 25 charges. 

27.6 Please provide in table form, for each of RS 5 and RS 25, the percentage of costs recovered 
through all fixed charges using (i) existing charges; and (ii) FEI’s proposed charges. 

27.6.1 Please discuss any considerations FEI made when determining the RS 5 and RS 25 
proposals, regarding the percentage of costs recovered through fixed charges. 
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 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 28.0
Exhibit B-1, Section 9.5.5.1, Table 9-11, p. 9-20; Appendix 9-2, p. 1  
RS 5 and RS 25 daily demand new multiplier calculation 

28.1 On page 9-20 of Exhibit B-1, FEI states that Appendix 9-2 contains a detailed description of the 
method for deriving the RS 5 and RS 25 daily demand multiplier. Please provide a functional 
Excel spreadsheet showing the data and calculation of the multiplier (1.02) for 2015, as seen in 
Table 9-11. Please arrange the spreadsheet data and calculations in a way that follows the 
sequence of steps outlined in Appendix 9-2. 

28.2 Appendix 9-2 shows that data from 2011 to 2015 was used to calculate the new multiplier for 
RS 5 and RS 25. Please explain the effort required to update the multiplier for RS 5 and RS 25 
Daily Demand on an annual basis beginning with data from 2012 to 2016. Please include a 
discussion regarding costs, time and effort in person-hours. 

28.3 Please explain the benefits and disadvantages of updating the multiplier on an annual or 
biennial basis using recent years of actuals, as was done for this Application. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 29.0
Exhibit B-1, Section 9.5.5, p. 9-16; Table 9-8, p. 9-17; Table 9-9, p. 9-18; Section 9.4, 
Table 9-3, pp. 9-8 to 9-9  
RS 5 and RS 25 peak day demand estimate – options and evaluation 

On page 9-17 of Exhibit B-1, FEI provides Table 9-8 which shows the number of customers by load factor 
segment with the combined total for RS 5 and RS 25. 
 
On page 9-18 of Exhibit B-1, FEI provides Table 9-9 which shows the average daily demand by load factor 
segment with the combined total for RS 5 and RS 25. 
 
On page 9-17 of Exhibit B-1, FEI states: 

[F]or approximately 450 of the 774 customers the current method yields an average 
Daily Demand that is 46% higher than the average consumption on the five coldest days 
(105 GJ / 72 GJ – 1). 

29.1 Please confirm, or correct where necessary, the figures in the following table and that the 
highlighted section of the table refers to the quotation from 9-17 of Exhibit B-1 in the preamble. 
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On page 9-16 of Exhibit B-1, FEI explained that they considered five options for estimating peak demand: 
(i) Status Quo/Current Formula; (ii) Current Formula with Updated Multiplier; (iii) FEI System Maximum 
Day Send Out; (iv) Average Consumption on 3 or 5 Coldest Days in Region; and (v) Modified Formula. 
  
29.1 FEI conducted a review of industrial rates offered by Canadian natural gas utilities and 

summarized the results in Table 9-3 on pages 9-8 and 9-9 of Exhibit B-1. For each of the 
Canadian natural gas utilities that use a demand charge for industrial customers, please state 
which of FEI’s five options listed in the preamble was used to estimate peak day demand or 
elsewhere in the determination of their demand charge. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 30.0
Exhibit B-1, Section 9.4, Table 9-3, pp. 9-8 to 9-9; Section 9.5.3.3, pp. 9-12; Section 
9.5.3.5, p. 9-14 
Minimum load factor eligibility criterion for RS 5 and RS 25 

On page 9-12 of Exhibit B-1, FEI states: 

FEI reviewed firm industrial rates offered by natural gas utilities in other jurisdictions. 
Based on this review, a demand charge with a volumetric delivery charge rate design is 
used by 6 out of 10 Canadian utilities as shown in Table 9-3. That is, six of the ten 
utilities surveyed used some form of demand charge. Also, three utilities required a 
minimum load factor to qualify for the rate. 

On page 9-14 of Exhibit B-1, FEI states: 

RS 5 and RS 25 are designed for customers with higher load factors of 40% or above. The 
Demand Charge in RS 5 and RS 25 results in these higher load factor customers receiving 
a lower average cost. Customers with load factors lower than 40% should generally be 
taking service under Large Commercial Service RS 3/RS 23, where the average load 
factor is approximately 37%. 

30.1 Please confirm, or otherwise explain, that when FEI is excluded from Table 9-3 it is five of nine 
utilities surveyed that used some form of demand charge. 

30.2 Please discuss the benefits and disadvantages of using a minimum load factor eligibility criterion 
for RS 5 and RS 25 in a manner similar to Union Gas, Enbridge Gas or Gazifere. 

30.3 Please explain any differences in circumstances that would prevent FEI from using a minimum 
load factor eligibility criterion for RS 5 and RS 25 in a manner similar to Union Gas, Enbridge Gas 
or Gazifere. 

30.4 If FEI were to implement a minimum load factor eligibility criterion for RS 5 and RS 25: 

i. Please explain what the desired minimum load factor would be; and 
ii. Please explain how FEI could implement the minimum load factor and ensure customers 

are being placed in the appropriate rate class and being billed accordingly. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 31.0
Exhibit B-1, Section 9.5.4, p. 9-15; Section 9.5.6, Table 9-14, p. 9-23 
Economic crossover volume between RS 3/RS 23 and RS 5/RS 25 at proposed rates 

On page 9-15 of Exhibit B-1, FEI states: 

The economic crossover volumes at the 2016 COSA rates show that the existing rates 
provide sufficient incentive for customers whose load factor is less than 40% to receive 
service under RS 3/RS 23, rather than RS 5/RS 25. There are relatively few customers 
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whose annual volumes would be high enough to make RS 5/RS 25 economic at a load 
factor lower than 40%. 

Table 9-14 on page 9-23 of Exhibit B-1 shows that at 40 percent load factor, the economic crossover 
volume between RS 3/RS 23 and RS 5/RS 25 at the proposed rates is 19,874 GJ. 
 
31.1 Please state:  

i. the number of RS 3/RS 23 customers currently above 19,874 GJ per year and the 
combined amount of throughput they represent;  

ii. the number of RS 3/RS 23 customers currently below 19,874 GJ per year and the 
amount of throughput they represent; 

iii. the number of RS 5/RS 25 customers currently above 19,874 GJ per year and the 
combined amount of throughput they represent; and 

iv. the number of RS 5/RS 25 customers currently below 19,874 GJ per year and the 
amount of throughput they represent. 

31.2 Please state the annual throughput required to make RS 5/RS 25 economic at a load factor of (i) 
35 percent and (ii) 30 percent based on: (a) 2016 COSA rates; and (b) FEI’s proposed rates. 

31.3 Please explain if FEI considers that the customers with high annual volumes and with load 
factors below 40 percent should be classified as RS 3/RS 23. 

31.3.1 Please explain if the RS 5/RS 25 customers with high annual volumes and with load 
factors below 40 percent would pay a higher overall bill if they were reclassified as RS 
3/RS 23 customers. 

31.4 Please provide in table form, for each of RS 3 and RS 23, the percentage of costs recovered 
through all fixed charges using (i) existing charges; and (ii) FEI’s proposed charges. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 32.0
Exhibit B-1, Section 9.6.1, p. 9-25; Section 9.6.3.2, p. 26; Section 9.6.4, p. 9-21 
RS 7 and RS 27 interruptible service charges 

On page 9-25 of Exhibit B-1, FEI states: 

… FEI offers the service at a discount from the General Firm Service rate. Specifically, the 
existing delivery charges for RS 7/RS 27 are based on the General Firm Service RS 5/RS 
25 Demand Charge based on an 80% load factor, plus the RS 5/RS 25 Delivery Charge. … 
The existing method has resulted in a consistent discount of approximately 18% from 
the firm rate, where the effective firm rate is based on an 80% load factor. …FEI 
currently has a total of 113 customers served under General Interruptible Service (sales 
and transport) that includes a wide range of industries such as asphalt plants, 
greenhouses, hospitals, sawmills and numerous other industries. These customers use 
an average of 59,200 GJ per year. Figure 9-5 below shows that the annual demand from 
these customers ranges from about 5,000 GJ to 150,000 GJ. 

32.1 Using FEI’s proposed rates, please use calculations to show the percentage discount from the 
firm sales service would be for an interruptible sales customer using an average of 59,200 GJ per 
year based on a RS 5/RS 25 Demand Charge using a load factor of (i) 100 percent; (ii) 80 percent; 
(iii) 60 percent; and (iv) 40 percent. 

32.2 Using FEI’s proposed rates, please use calculations to show what the discount from the firm 
transportation service would be for an interruptible transportation customer using an average 
of 59,200 GJ per year based on a RS 5/RS 25 Demand Charge using a load factor of (i) 100 
percent; (ii) 80 percent; (iii) 60 percent; and (iv) 40 percent.  
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32.3 Please state the number of customers that have switched from interruptible service (RS 7/RS 27) 
to firm service (RS 5/RS 25) for each year of the last five years of actual data. 

32.4 Please state the number of customers that have switched from firm service (RS 5/RS 25) to 
interruptible service (RS 7/RS 27) for each year of the last five years of actual data. 

32.5 Does FEI consider that, in general, the discount provided for interruptible service should be 
based on marginal rather than sunk costs? For example being based on the cost savings to the 
utility in providing interruptible instead of firm service and/or the discount required to shift 
consumption away from peak periods and so achieve cost savings for customers overall. Please 
explain. 

32.6 Does FEI consider that it has optimized its use of interruptible rates to cost effectively defer the 
need for new infrastructure investment? Please explain. 

On page 9-26 of Exhibit B-1, FEI states: “During the 1996 Rate Design, FEI established a discount for 
interruptible service from General Firm Service (RS 5/RS 25) based upon an 80% load factor.” 
 
32.7 Please state if FEI had proposed the use of an 80 percent factor in the 1996 Rate Design. 

32.7.1 If FEI had originally proposed the use of an 80 percent load factor, please explain the 
reasons why and please discuss the applicability of these reasons to the proposals in the 
2016 Rate Design Application. 

32.7.2 If FEI had not originally proposed the use of an 80 percent load factor, please explain the 
reasons that led to the use of the 80 percent load factor.  

On page 9-29 of Exhibit B-1, FEI states:  

Over the past twenty years, interruptible customers have experienced a total of 
approximately 19.5 days of capacity curtailment. On average, the annual curtailment is 
about one day per year. … Based upon cold weather days where all interruptible 
customers are curtailed, but not including capacity constrained regions of the FEI system 
where partial curtailment happens every year, or for FEI system maintenance related 
curtailment. 

32.8 Please state the actual number of (i) partial curtailments in 2016; and (ii) FEI system 
maintenance related curtailments in 2016. 

32.9 Please state the average duration of (i) all partial curtailments in 2016; and (ii) all FEI system 
maintenance related curtailments in 2016. 

32.10 Please state the longest duration of (i) all partial curtailments in 2016; and (ii) all FEI system 
maintenance related curtailments in 2016. 

32.11 Please explain if some interruptible customers experience more curtailments than other 
interruptible customers due to their location on the FEI system. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 33.0
Exhibit B-1, Section 9.8.1, Table 9-22, p. 9-37 
Large volume transportation customers 

Table 9-22 on page 9-37 of Exhibit B-1 shows large volume transportation customers and the 2016 
annual demand forecast by rate schedule. 
 
33.1 Please provide an updated version of Table 9-22 by splitting the Annual Demand Column into 

three showing the (i) Annual Firm Demand (TJ); (ii) Annual Interruptible Demand (TJ); and (iii) 
Annual Total Demand (TJ). 
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33.2 Please state the percentage of the total FEI 2016 forecast throughput represented by large 
volume transportation customers, including RS 22, RS 22A, RS 22B, VIGJV and BC Hydro IG.  

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 34.0
Exhibit B-1, Section 9.8.1.4, p. 9-39; Section 9.8.3, pp. 9-42 to 9-43; Section 9.8.5.3, 
Table 9-27, p. 9-48; Section 9.8.5.4, p. 9-48 
Large volume transportation – large industrial contract customers 

On page 9-39 of Exhibit B-1, FEI states: 

… The VIGJV provides for the natural gas needs of five pulp mills and has a service 
contract for firm contract demand of 13,000 GJ per day which expires on December 31, 
2017. FEI anticipates as an interim measure to extend the existing VIGJV contract until 
the Commission approved Rate Design becomes effective for RS 22. 

On pages 9-42 to 9-43 of Exhibit B-1, FEI states: 

FEI reviewed the rate design for RS 22, the VIGJV and BC Hydro IG considering the rate 
design principles discussed above in Section 6.1, government policy and in light of the 
amalgamation of utilities. Based upon this review, FEI concluded that it should consider 
the potential for new cost-based firm and interruptible rates under RS 22 that would be 
applicable to all large industrial customers. Similar rates and rate structures for RS 22 
and each of the VIGJV and BC Hydro IG may be more aligned with the fair 
apportionment of costs (Principle 2) and avoidance of undue discrimination among 
similar type customers (Principle 8). Large Industrial customers receiving similar service 
and having similar rates and rate structures would also be likely to improve customer 
understanding and acceptance (Principle 4). 

On page 9-48 of Exhibit B-1, FEI states: 

… FEI will create a firm rate for RS 22, VIGJV and BC Hydro IG based on a cost allocation 
from the COSA model. Under this option, Tariff Supplement G-21 for Creative Energy 
would be terminated and the VIGJV could choose to become a RS 22 customer after its 
contract expires. The contract for BC Hydro IG would be included as a Tariff Supplement 
and, after the contract expires, BC Hydro could choose to become a RS 22 customer. 

34.1 Please explain what FEI would do with the expiring VIGJC contract if the Commission does not 
approve FEI’s proposal for RS 22 and VIGJV as described in the preamble. 

34.2 If the Commission does not approve FEI’s proposal for large volume transportation customers, 
could FEI establish new contracts based on cost-based rates with VIGJV and BC Hydro IG after 
the expiration of the current contracts? Please explain your response.  

34.3 Please produce a table to discuss the similarities and differences between (a) the average RS 22 
customer, (b) Creative Energy, (c) VIGJV and (d) BC Hydro IG. Please use figures where necessary 
and include a discussion for each on the: 

i. annual throughput and expected changes in throughput over time; 

ii. existing R:C ratios and M:C ratios before rate design proposals and rebalancing; 

iii. nature of the service (firm/interruptible) and the ability of the customer(s) to manage 
interruptions in FEI’s service; 

iv. customer attributes (including load factor); 

v. location on FEI’s system and any special circumstances unique to that customer or 
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group of customers; and 

vi. the incremental cost to FEI in providing service. 

 
34.4 Considering FEI’s response to the previous question, please explain how FEI’s proposal would be 

more aligned with the fair apportionment of costs and avoidance of undue discrimination 
among similar type customers, as described in the preamble.  

34.5 Please discuss if any of the current RS 22 customers or contract customers (Creative Energy, 
VIGJV, BC Hydro IG) had difficulty understanding and/or accepting the existing structure. 

34.6 Please discuss if any of the affected contract customers (Creative Energy, VIGJV, BC Hydro IG) 
are supportive or opposed to FEI’s proposal. 

34.7 Please explain why Tariff Supplement G-21 for Creative Energy would be terminated and 
Creative Energy would take firm service under the new charges from RS 22 firm service while 
VIGJV and BC Hydro would be allowed to choose to become a RS 22 customer after their 
contracts expire. 

34.7.1 Please explain options available to VIGJV and BC Hydro IG if they choose not to become 
a RS 22 customer. 

34.8 Does FEI consider that a decision to consolidate one or more customer classes should consider 
whether they have similar revenue to cost ratios, customer attributes (for example, load factor), 
customer service type (for example, firmness of supply), and whether affected customers are 
supportive or opposed to the merger? Please explain. 

34.9 Does FEI consider that there are broader BC benefits arising from the proposal regarding large 
industrial contract customers? For example: economic development; environmental benefits? If 
yes, please describe. 

34.9.1 Does FEI consider that there are efficiency benefits arising from the proposal, including 
the mitigation of uneconomic bypass risk? If yes, please describe. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 35.0
Exhibit B-1, Section 6.5.2, p. 6-36;  
RS 22 R:C and M:C ratios 

Table 6-19 on page 6-36 of Exhibit B-1 shows the R:C and M:C ratio results for rate schedules not set 
using COSA allocations. This includes an R:C ratio and M:C ratio of 1425.5% and 1864.4% respectively for 
Rate Schedule 22. 
 
35.1 Please provide a table showing the (i) Actual 2016 Revenues, (ii) Costs determined through the 

COSA, (iii) the corresponding R:C Ratio and (iv) the corresponding M:C Ratio for each of (a) 
Creative Energy, (b) VIGJV and (c) BC Hydro IG: 

i. Under the existing rates and rate structure; and  

ii. Using FEI’s proposed rates and rate structures. 

35.2 Please compare and provide a discussion for any difference in R:C and M:C ratios for RS 22 as 
presented in Table 6-19 and RS 22 using FEI’s proposed rates and rate structures. Please explain 
any shifts in revenues/costs that had an impact on the R:C ratio. 
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 Reference: FEI COST OF SERVICE STUDY 36.0
FEI Certificate of Public Convenience and Necessity for Approval of Contracts and Rate 
for Public Utility Service to Provide Thermal Energy Service to Delta School District 
Number 37, Order G-31-12 and Decision dated March 9, 2012 (Delta School District 37 
CPCN Decision), pp. 50 to 51 
Low load factor “super-peaking” customers 

In the Delta School District 37 CPCN Decision, the Commission stated on pages 50 and 51: 

Energy Consumption and Customer Forecast 

The SD is the sole thermal energy customer and each of the 19 sites has historical and 
ongoing energy consumption patterns. Because the Project is confined to the 19 sites it 
does not include energy requirements of other sites that may be added later. … The 
current annual natural gas load is 58,607 GJ per year and the current annual electricity 
load is equivalent to 4,684 GJ per year. … Once the proposed thermal energy systems 
are installed, the projected annual natural gas load is projected to decrease by 77 
percent to 13,641 GJ per year … FEI shows the peak day gas demand is projected to drop 
from 553 GJ/day to 301 GJ/day. … The impact on the load factor (utilization rate) for 
natural gas is a drop from 29.0 percent to 12.1 percent because natural gas boilers at 
the GSHP sites are only required to provide supplemental energy on peak days. For sites 
with geothermal installations, the natural gas load factors average 4.4 percent. 

Commission Determination 

The Panel agrees that the Delta SD proceeding is not the appropriate forum for 
addressing poor load factor customer use and related issues such as the introduction of 
a super-peaking rate. However, the Panel encourages FEI to address these issues in a 
more suitable forum in the near future. … 

36.1 Please explain if FEI has undertaken any research into the existence and impact of super-peaking 
customers since the Delta School District 37 CPCN Decision was issued in March 2012. 

36.1.1 If FEI has conducted research, please provide the results from the reports/analysis 
completed. 

36.2 Please explain the theoretical impact that super-peaking customers would have on FEI’s system. 
Please include a look at system capacities, utilization and efficiency. 

36.2.1 Please discuss how FEI could address any impact to its system caused by super-peaking 
customers. 

36.3 Please state if FEI has customers, other than the Delta School District Number 37, that use 
natural gas only to provide supplemental energy on peak days (super-peaking customers). 

36.3.1 If FEI has other super-peaking customers, please describe the different end-uses for 
these customers.  

36.3.2 If FEI has super-peaking customers, please use the following template to provide 
information, to the best of your ability, for super-peaking customers for each year from 
2011 to 2015.  
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36.3.2.1 If FEI is unable to provide the information requested in the table above, 
please estimate the amount of effort in time and person-hours that would be 
required to complete the table. 

 
I. CHAPTER 11 – FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS  37.0
Exhibit B-1, Section 11.3.2, p. 11-28 
Overhead and Marketing (OH&M) charge updated calculation 

On page 11-28 of Exhibit B-1, FEI states: 

Using the 2016 and 2017 forecast volumes from the FEI Annual Review for 2017 Rates, 
Evidentiary Update filed October 5, 2016, the OH&M charge calculation in Table 11-6 
results in $0.57/GJ. 

…Based on FEI’s review and the updated calculation, FEI recommends the OH&M charge 
for CNG and LNG fueling station customers remain unchanged at $0.52/GJ.  

37.1 Please update Table 11-6 in Exhibit B-1, page 11-28 to include the actual OH&M costs and 
volumes for 2012 to2016 and the average OH&M charge for 2012 to 2017. 

37.2 In the same format as Table 11-6 in Exhibit B-1, page 11-28, please provide a forecast of the 
OH&M costs and volumes for 2018 to 2022. 

 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE 38.0
Exhibit B-1, Section 11.1.2.1, p. 11-5, Appendix 11-1, p. Original Page 14-1 
General Terms and Conditions (GT&C), Access to Premises and Equipment 

On original page 14-1 of Exhibit B-1, Appendix 11-1, FEI proposes to add the following section to the FEI 
General Terms and Conditions: 
 

14.3 Installation of Remote Meter 

If a Customer fails to provide FortisBC Energy with access to the Customer’s Premises as 
set out in Section 14.1 (Access to Premises) or to FortisBC Energy’s equipment as set out 
in Section 14.2 (Access to Equipment), FortisBC Energy will be authorized to install a 
remote meter. The Customer will be responsible for FortisBC Energy’s full costs 
(including overheads) associated with installing and maintaining the remote meter. 
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38.1 Please provide the number of customers impacted by the proposed addition of section 14.3 to 
FEI’s GT&C. 

38.1.1 Please discuss the communication and consultation with the affected customers. 

38.2 Please provide the estimated full cost of installing a remote meter including overheads and 
annual cost of maintaining the meter. 

38.3 Please provide the accounting treatment for the removal the inaccessible meter and the 
customer payments for “installing and maintaining the remote meter.” 

38.3.1 Please provide the depreciated cost of the inaccessible meters that FEI expects to 
remove. 

 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE 39.0
Exhibit B-1, Appendix 11-1, p. S-1; Appendix 11-2, p. 1  
GT&C, Standard Charges Schedule – Application Charge 

On page S-1 of the General Terms and Conditions in Appendix 11-1, FEI proposes a reduction in all 
Application Charges from $25 to $15. In Appendix 11-2, FEI provides the calculation of the proposed 
Application Charge. 
 
39.1 Please provide justifications and calculations for the existing $25 Application Charge. 

39.2 Please explain, with calculations, why the Application Charge for a customer with an Existing 
Installation is equal to the Application Charge for a customer required a New Installation. 

39.3 Please provide the calculations for the proposed application charge, in the same manner as on 
page 1 of Appendix 11-2, using figures from (i) 2014; (ii) 2013; (iii) 2012; and (iv) 2011. 

39.3.1 Please explain any significant changes over the years in the approximate average 
customer service labour cost related to processing applications for new service and 
changes to accounts (Line 6). 

 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE 40.0
Exhibit B-1, Appendix 11-1, p. S-1; Appendix 11-2, p. 2; 
FortisBC Inc. Electric Tariff BCUC No. 2, Sheet 393  
GT&C, Standard Charges Schedule – Returned Payment Charge 

On page S-1 of the General Terms and Conditions in Appendix 11-1, FEI proposes a reduction in the 
Returned Payment Charge (currently called “Dishonoured Cheque Charge”) from $20 to $8. On page 2 of 
Appendix 11-2, FEI provides the calculation of the proposed Returned Payment Charge. 
 
FBC’s Returned Cheque Service Charge is $19 as seen in the FBC Electric Tariff. 
 
40.1 Please explain, with calculations, how the cost of return payments of $3.91 (Appendix 11-2, p. 2, 

line 15) was calculated. 

40.2 If a customer living in an area served by both FEI and FBC, for example Trail, BC, provides 
dishonoured cheques to both entities, please explain why FEI would charge $8 and FBC would 
charge $19. Is the difference in costs stemming from the Finance Department or the Customer 
Service Billing Department? 

                                                           
3 https://www.fortisbc.com/About/RegulatoryAffairs/ElecUtility/Documents/FortisBCElectricTariff.pdf  

https://www.fortisbc.com/About/RegulatoryAffairs/ElecUtility/Documents/FortisBCElectricTariff.pdf
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 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE 41.0
Exhibit B-1, Appendix 11-1, p. D-2 
GT&C, Definitions – Carbon Offsets 

On page D-2 of the General Terms and Conditions, when defining Carbon Offsets, FEI has replaced the 
word ‘will’ with ‘may’:  
 

Carbon Offsets Means the number of metric tons of carbon dioxide or its equivalent volume in 
other greenhouse gas(es) that FortisBC Energy may purchase as a mechanism to balance 
demand-supply for Biomethane in the event of an undersupply of Biomethane in order to retain 
the greenhouse gas reductions that Customers would have received from Biomethane supply. 
[emphasis added] 

41.1 Please explain if FEI has ever purchased carbon offsets to balance demand-supply for 
Biomethane in the event of an undersupply of Biomethane. 

41.1.1 If FEI has purchased carbon offsets in the event of a Biomethane undersupply, please 
state the number of occurrences and, if feasible, discuss the nature of each occurrence. 

41.2 Please provide the rationale for this change.  

J. CHAPTER 12 – FEI FINAL COST OF SERVICE RESULTS AND REBALANCING 

 Reference: FEI FINAL COST OF SERVICE RESULTS AND REBALANCING 42.0
Exhibit B-1, Section 12.1.3, pp. 12-3 to 12-4; Section 6.5.1, p. 6-32; Section 12.2.1, 
Table 12-2, p. 12-5; Section 9.8.5.3, Table 9-27, p. 9-48 
RS 22 R:C ratio and rebalancing based on rate design proposal 

On page 12-3 of Exhibit B-1, FEI states: 

… As a group, the R:C ratio for RS 22 customers is 103.5% before any adjustments. As 
the RS 22 firm offering is a new service offering, FEI is proposing to set the new offering 
at a 100% R:C ratio, in the middle of the 90% to 110% range of reasonableness.  

On page 6-32 of Exhibit B-1, FEI states: 

R:C ratios are assessed based on whether or not they fall within an established “range of 
reasonableness”. FEI believes that the appropriate range of reasonableness for 
evaluating its R:C ratios is 90 per cent to 110 per cent. In theory, the R:C ratio should 
equal 100% for each rate schedule, indicating that the revenues recovered from each 
rate schedule would equal the indicated cost to serve them. However, achieving unity 
implies a level of precision that does not exist with any COSA. As a COSA study 
necessarily involves assumptions, estimates, simplifications, judgments and 
generalizations, a range of reasonableness is warranted and accepted when evaluating 
the appropriateness of the R:C ratios. 

42.1 Please explain why FEI is proposing to adjust RS 22 revenues to achieve an R:C ratio of 100% 
when the R:C ratio is 103.5%, which is within FEI’s R:C ratio range of reasonableness of 90% to 
110%. 

42.2 Please explain if FEI’s level of precision in the COSA study supports the use of a target R:C ratio 
of unity for its proposed RS 22. 

42.3 Please explain the impact to the COSA R:C ratios and M:C ratios if FEI were to leave the R:C ratio 
for the proposed RS 22 unchanged at 103.5%. Please include updated version of Tables 12-2 and 
12-3 showing the R:C and M:C ratio results after the COSA, after the rate design proposals and 
after rebalancing. 
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On pages 12-3 and 12-4 of Exhibit B-1, FEI states: 

When comparing the firm revenues for the current RS 22 customers and VIGJV using the 
rates derived in Section 9.8 to the revenues embedded in the test year, FEI will collect 
$473 thousand less revenue. In addition, BC Hydro IG has contract rates in place until 
2022 that are marginally lower than they would pay under the new RS 22 service. This 
results in an additional $281 thousand reduction in revenue. In total, after setting rates 
for this new service offering at allocated costs, FEI will collect $754 thousand less 
revenue from these customers. 

Table 9-27 on page 9-48 of Exhibit B-1 shows the “Summary of Change in Revenue and Change in Rates 
for RS 22 and VIGJV.” The final row of the table shows that under current rates the total RS 22 and VIGJV 
revenue is approximately $18,823 thousand while under FEI’s proposed rates and rate structure the 
total revenue is $18,529 thousand, a difference of $294 thousand. 
 
42.4 Please provide calculations to show how the difference of $473 thousand referenced in the 

preamble was calculated. 

42.5 Please explain why Table 9-27 shows a difference of $294 thousand and on page 12-3 of Exhibit 
B-1, FEI states that there is $473 thousand less revenue. Please include calculations in your 
response. 

42.6 Please confirm, or otherwise explain, that regardless of the outcome of this Application, there 
will be no changes to BC Hydro IG rates or rate structure until its contract expires in 2022. 

42.6.1 If confirmed, please explain if the $281 thousand is a theoretical reduction in revenue 
since BC Hydro IG and FEI have an agreement in place to pay a particular rate using a 
particular rate structure until 2022. 

42.6.2 Please explain the impact to the COSA R:C ratios and M:C ratios if FEI were to omit the 
$281 thousand related to BC Hydro IG. Please include updated version of Tables 12-2 
and 12-3 showing the R:C and M:C ratio results after the COSA, after the rate design 
proposals and after rebalancing. 
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FORT NELSON SERVICE AREA 

K. CHAPTER 13 – STAKEHOLDER ENGAGEMENT 

 Reference: STAKEHOLDER ENGAGEMENT 43.0
Exhibit B-1-1, Section 13.3.2, pp. 13-10 to 13-12; Exhibit B-1, Appendix 4-5, p. 7 
Survey methodology and scope 

On page 7 of Exhibit B-1, Appendix 4-5, FEI states: 

The margin of error associated with each sample size is summarized below: 

 
 
43.1 Please explain why Sentis did not increase the sample size of the Fort Nelson residential 

customers to reduce the margin of error to a level comparable to the FEI margin of error. 

On page 7 of Exhibit B-1, Appendix 4-5, FEI states: 

For Fort Nelson customers specifically, a telephone recruitment-to-online survey 
methodology (using a purchased list of Fort Nelson residential phone listings) was 
employed to obtain an oversample of Fort Nelson customers. 

43.2 Please explain why Sentis used only residential phone listings to obtain their sample of Fort 
Nelson customers. 

43.2.1 Please confirm, or explain otherwise, that this survey was only conducted in English and 
could only be completed on-line (i.e. the customer did not have the option to complete 
a survey over the phone or a hard copy survey). 

43.2.2 Please confirm, or otherwise explain, that the sample was a random sample. 

43.3 Please explain if FEI considers the Fort Nelson customer survey to be representative of the 
customers in Fort Nelson. 

43.4 With regard to specific proposals in the Application, when does FEI take into consideration the 
Fort Nelson customer research survey results. 

43.4.1 Please explain how much weight is given to the customer research survey results when 
determining rate design proposals. 

 
 

L. CHAPTER 13 – FORT NELSON COST OF SERVICE ALLOCATION METHODOLOGY 

 Reference: Fort Nelson Cost of Service Allocation Methodology  44.0
Exhibit B-1-1-1, Section 13.4.1.5.3, p. 13-17, Section 13.7.2, p. 13-55, Appendix 13-1, p. 
2 
Minimum System Study 

44.1 Please provide a breakdown of mains installed in 2015 and 2016 in the same format as Table 1 
in Exhibit B-1-1, Appendix 13-1, p. 2. 

44.1.1 Please provide the percentage of mains that are equal to or less than 60 mm in Table 1 
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in Exhibit B-1-1, Appendix 13-1, page 2.  

44.1.2 Please revise the following tables to reflect a minimum main size of 42 mm: 

i. Table 1 in Exhibit B-1-1, Appendix 13-1, p. 2  
ii. Table 13-10 in Exhibit B-1-1-1, page 13-17 

iii. Table 13-29 in Exhibit B1-1-1, page 13-55 

 Reference: FORT NELSON COST OF SERVICE ALLOCATION METHODOLOGY 45.0
Exhibit B-1, Section 8.3.5, p. 8-14; 
Exhibit B-1-1, Section 13.4.1.4, p. 13-15  
Cost Allocation based on RS 25 Load Factor  

On page 13-15 of Exhibit B-1-1, FEI states: 

Currently, there is one customer that is taking service in Fort Nelson under RS 25 and 
that customer has a load factor of 27%. This low load factor is a result of the customer 
scaling back on its operations and only using gas for space heating purposes. As in FEI, 
Fort Nelson’s Rate Schedule 25 is intended to serve process load customers. … As 
described in Section 9.5.1, customers with load factors less than 40% are more heat 
sensitive than a typical process load and should be taking service under the large 
commercial rate. To allocate costs in accordance with the intended use of Rate Schedule 
25, FEI has used a load factor of 40% for this rate schedule. 

On page 8-14 of Exhibit B-1, FEI states: 

When reviewing existing rate design and setting rates, and according to the fair 
apportionment of cost principle [FEI Rate Design Principle 2], FEI seeks to align cost 
recovery with cost causality. 

45.1 Please explain why FEI is allocating costs in accordance with the intended use of RS 25, as 
opposed to the actual use of RS 25. Please include in your response a discussion regarding the 
fair apportionment of cost principle and cost causality. 

45.2 Please state the number of years that this RS 25 customer has only been using gas for space 
heating purposes. 

45.2.1 For each of the years included in the response to the previous question, please provide 
this RS 25 customer’s load factor. 

45.3 Please explain and quantify the impact to the COSA results and the R:C and M:C ratios of using 
the RS 25 customer’s load factor of 27%, instead of 40%. Please include updated versions of 
Tables 13-7, 13-10 and 13-12 with your response. 

 
M. CHAPTER 13 – RESIDENTIAL RATE DESIGN FOR FORT NELSON 

 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON 46.0
Exhibit B-1, Section 7.2.4 p. 7-8 
Exhibit B-1-1, Section 13.5.4.2.3, p. 13-28 
Residential customer characteristics 

On page 13-28 of Exhibit B-1-1, FEI states: 
 

As can be seen from the figure below, the 100–110 GJ annual consumption range has the 
highest density of customers (compared to 70–80 GJ for other FEI customers), followed closely 
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by the 110–120 GJ and 120–130 GJ consumption ranges. 
 

46.1 Please provide the standard deviation for the 2016 residential annual consumption. 

46.2 Please provide the average consumption range for the top and bottom 10 percent of Fort 
Nelson’s residential customers. 

46.3 Please provide a residential customer scatter plot in the same format as Figure 7-8 in Exhibit 
B-1, p. 7-8. 

 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON  47.0
Exhibit B-1, Section 7.5.1, 7-17, Section 7.8.1, p. 7-24 
Exhibit B-1-1, Section 13.5.4.4, p. 13-32 
Bill impact and fixed cost recovery 

On page 13-32 of Exhibit B-1-1, FEI states: 

The impact of the transition from a bundled declining block rate with a minimum charge 
to an unbundled flat rate with a daily Basic Charge is most favourable to customers with 
the most number of months of consumption less than 2 GJ (closer to zero consumption 
the more favourable) and no monthly consumption in excess of 30 GJ. 

 
47.1 Please prepare a bill impact analysis for the proposed residential rates in the same format as 

Figure 7-11 in Exhibit B-1, page 7-24. 

In the same format as Table 7-5 in Exhibit B-1, page 7-17, provide a comparison of the Fort Nelson 
residential customer fixed costs and fixed cost recoveries. 
 

N. CHAPTER 13 – COMMERCIAL RATE DESIGN FOR FORT NELSON 

 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON 48.0
Exhibit B-1-1, Section 13.3.2, p. 13-23  
Consultation 

FEI states on page 13-10 of Exhibit B-1 that: 

FEI retained the services of Sentis to conduct an online survey to measure residential 
customers’ knowledge of Fort Nelson’s existing rate structure and bill components and 
to better understand customers’ preference regarding various rate design 
considerations.  

48.1 Please explain whether FEI has done any consultation with commercial customers on their 
preference on the rate structure. If yes, please provide the results. If not, why not? 

 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON 49.0
Exhibit B-1, Table 8-4, p. 8-14; Exhibit B-1-1, p. 13-41  
Customer data  

Table 13-20 shows the Comparison between Small & Large Commercial using 6000 GJ Threshold, 
including the Average Customer-related Cost and Average Demand-Related & Energy-related Cost. 
 
Table 8-4 on page 8-14 of Exhibit B-1 shows the comparison of fixed costs and fixed charge recoveries 
for RS 2 and RS 3/RS 23 customers. 
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49.1 Please replicate table 13-20 using the proposed 2000 GJ threshold. 

49.2 Please show, similar to in Table 8-4 in Exhibit B-1, what percentage of the functional unbundled 
costs allocated to commercial customers are recovered from the corresponding proposed rates 
(basic charge, delivery charge) for RS 2.1 and RS 2.2. 

 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON 50.0
Exhibit B-1, p. 8-12; Exhibit B-1-1, p. 13-42 
Proposed rate change  

FEI states on page 13-42 of Exhibit B-1-1 that:  

Moving the threshold from 6,000 GJ/year to 2,000 GJ/year and setting the rates to 
result in an economic crossover at 2,000 GJ results in the following range of bill impacts 
when compared to existing bills. 

Table 8-3 on page 8-12 of Exhibit B-1 shows the calculation of the economic crossover point between 
RS 2 and RS 3. Figure 8-12 on page 8-20 shows the shift in economic crossover point after the rate 
proposal. 
 
50.1 Please replicate Table 8-3 and figure 8-20 in Exhibit B-1 for Fort Nelson’s RS 2.1 and 2.2. 

 
O. CHAPTER 13 – INDUSTRIAL RATE DESIGN FOR FORT NELSON  

 Reference: INDUSTRIAL RATE DESIGN FOR FORT NELSON 51.0
Exhibit B-1-1, Section 13.5.6.2 and 13.5.6.3, p. 13-45  
Fort Nelson industrial customer characteristics and bill impact  

On page 13-45 of Exhibit B-1-1, FEI states: 

Fort Nelson has only one industrial customer taking service under RS 25 … The customer 
is no longer operating its production facility, but is still using natural gas for space 
heating to protect facilities and equipment from extreme cold weather damage. The 
customer’s 2018 forecast demand is 40 TJ and its three year average load factor is 27%. 
… FEI is proposing to adopt the same rate structure for Fort Nelson as exists in FEI’s 
other service areas. The charges included for the two industrial rate schedules would be: 
a Basic Charge, Demand Charge, and a Delivery Charge. … The proposed 2018 rates will 
be designed to collect the same revenue as was forecast in Fort Nelsons 2017-2018 
Revenue Requirement so that no other Rate Schedules are affected by this change. 

51.1 For the sole RS 25 industrial customer, please state the annual throughput and load factor for 
each of the three years prior to the customer ceasing operations at its production facility. 

51.2 Please explain if, and when, FEI is expecting this RS 25 customer to resume regular operations in 
the near future. 

51.3 Please produce a table to show: 

i. the calculation of the total annual bill of the sole industrial’s customer using the existing 
rate structure and rates, if the customer is operating its production facility; 

ii. the calculation of the total annual bill of the sole industrial’s customer using FEI’s 
proposed rate structure and rates (as seen in Table 13-24), if the customer is operating 
its production facility; and 

iii. the difference between the total bills calculated in response to (i) and (ii) above. 
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For your response, please use the average annual throughput of the three years prior to the 
customer ceasing operations at its production facility. 

 
51.4 Please produce a table to show the percentage of the total RS 25 revenues collected through (i) 

fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) 
FEI’s proposed rate structure and rates, based on the sole RS 25 customer’s 2018 forecast 
demand of 40 TJ. 

51.5 Please produce a table to show the percentage of the total RS 25 revenues collected through (i) 
fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) 
FEI’s proposed rate structure and rates, based on the average annual throughput of the three 
years prior to the customer ceasing operations at its production facility. 

51.6 Please explain whether FEI has done any consultation with the RS 25 customer on their 
preference on the rate structure. If yes, please provide the results. If not, why not? 

 
P. CHAPTER 13 – FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 

 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 52.0
Exhibit B-1-1-1, Section 13.7.1.4, p. 13-51  
Impact to Rate 1 from rebalancing Rate 2.2 

On page 13-51 of Exhibit B-1-1-1, FEI provides Table 13-27 and describes as follows: 

Fort Nelson rates must be adjusted to account for the shift in revenue responsibility. For 
Rate 1, FEI will increase the Basic Charge to $0.3003 per day so that the $16 thousand in 
revenue shift is recovered from all residential customers equally. FEI chose to collect all 
of the revenue shift through the Rate 1 Basic Charge because the lowest consuming 
customers receive the greatest rate reductions to their annual bills through the 
unbundling of Fort Nelson residential rates. Before rebalancing, a customer with annual 
consumption of 34 GJ (one quarter of the average) will experience a 7% decrease to 
their annual bill. By applying the adjustment only to the Basic Charge, FEI moderates the 
decrease to lower consuming customers making the adjustments more equitable 
between low and high consumers in Rate 1. This also results in Fort Nelson collecting 
more of its customer-related charges through the Basic Charge. Fort Nelson will collect 
approximately 19% of its revenue from Rate 1 through the Basic Charge; the customer-
related costs in the COSA equal 62% 

52.1 Please produce a table to show the percentage of the total Rate 1 revenues collected through (i) 
fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) 
FEI’s proposed rate structure and rates. 

52.2 Please calculate the Rate 1 Basic Charge if half of the $16 thousand in revenue shift was 
recovered through the Rate 1 Basic Charge and the other half was recovered through the 
variable charge. 

52.3 Please state the annual percentage bill impact that a Rate 1 customer with annual consumption 
of 34 GJ will experience after rebalancing, as proposed by FEI. 

52.4 Please state the annual percentage bill impact that a Rate 1 customer with annual consumption 
of 34 GJ will experience after rebalancing, if half of the $16 thousand in revenue shift was 
recovered through the Rate 1 Basic Charge and the other half was recovered through the 
variable charge. 
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 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 53.0
Exhibit B-1-1, Section 13.7.1.4, p. 13-51  
Rebalancing RS 25 

On page 13-51 of Exhibit B-1-1, FEI provides Table 13-27 as follows: 
 

  
 
The table shows that after the rate design proposals the R:C ratios for Rate 2.2 (114.5%) and RS 25 
(111%) are outside of FEI’s R:C ratio range of reasonableness of 90% to 110%. 
 
53.1 Please explain why FEI does not propose to rebalance RS 25 to within the R:C ratio range of 

reasonableness. 

53.2 Please provide an updated version of Table 13-27 which includes the rebalancing of RS 25 to 
within the R:C ratio range of reasonableness. 

Please explain if Rate 1, 2.1 or 2.2 would experience rate shock when combining the rate design 
proposals within the Application with the rebalancing of RS 25 to within the R:C ratio range of 
reasonableness. 



FEI 2016 Rate Design Application 43 BCUC IR No. 1 
 

TRANSPORTATION SERVICE REVIEW 

Q. CHAPTER 10 – TRANSPORTATION SERVICE REVIEW 

 Reference: TRANSPORTATION SERVICE REVIEW 54.0
Exhibit B-1, Section 10.3.6, pp. 10-14, 10-15 
Impact on core customers 

In Figure 10-5 on page 10-15 of Exhibit B-1, FEI provides a graph that shows the aggregate actual daily 
supply and aggregate actual daily demand for transportation customers. On page 10-15, FEI also 
discusses how a number of factors contribute to the daily variance between supply and demand. On 
page 10-14 of Exhibit B-1 FEI states: 

As seen in Figure 1-15 below, gas supply frequently deviates from demand by as much 
as 50,000 GJ/day once the day comes to a close.  … These imbalances require FEI to use 
midstream resources to withdraw or inject quantities of gas, often on an intraday basis 
to balance the entire System. 

 
54.1 Please provide the data points for Figure 10-5 in a working Excel spreadsheet. 

54.2 Please provide a graph showing the difference between the aggregate actual daily supply and 
aggregate actual daily demand for transportation customers on a daily basis for 2015. On the 
same graph please add a line showing the Sumas daily index price.  

54.2.1 Please discuss the extent to which the Sumas daily price is correlated to the daily 
variance between the transportation customers’ supply and demand. 

54.2.2 Please populate the following table for each of the ten days in 2015 with the greatest 
absolute difference between the aggregate actual daily supply and aggregate actual 
daily demand for transportation service customers. 

Date Aggregate 
actual daily 
supply for 
transportation 
customers 
(GJ) 

Aggregate 
actual daily 
demand for 
transportation 
customers 
(GJ) 

Transportation 
customer daily 
imbalance  
(GJ) 

Total daily 
system 
demand 
(GJ) 

Daily 
transportation 
customer 
imbalance 
expressed as 
percentage of 
total system 
demand for 
day(%) 

Description 
of 
midstream 
resources 
used to 
balance the 
FEI system 
on the day 

       
       
       
       
 

 Reference: TRANSPORTATION SERVICE REVIEW 55.0
Exhibit B-1, Section 10.3.6, pp. 10-15 to 10-16 
Shipper Agent inventory levels 

In Figure 10-6 on page 10-16 of Exhibit B-1, FEI provides a graph showing the number of days of supply 
held on behalf of all Shipper Agents on FEI’s system. 
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On pages 10-15 to 10-16 of Exhibit B-1, FEI states: 

Under normal circumstances, FEI requests that shipper agents holding both daily and 
monthly balanced groups keep to a 2 to 3 day pack/draft balancing inventory level, 
which FEI has deemed to be reasonable to manage the System as a whole. The 2 to 3 
days of inventory is based on the average consumption of the daily and monthly 
balanced customer groups divided by the total inventory held. 

 
55.1 Please clarify whether FEI requests that Shipper Agents stay within a tolerance band of 2 to 3 

days of pack inventory level to 2 to 3 days of draft inventory level or whether FEI requests that 
Shipper Agents hold a pack inventory of 2 to 3 days inventory level. 

55.1.1 If FEI requests the former please explain why, as shown in Figure 10-6, the inventory 
levels are typically at least one day of pack inventory in aggregate for Shipper Agents 
(i.e. never in an aggregate draft position). 

55.2 Does FEI request that Shipper Agents holding only a daily balanced group(s) keep to a 2 to 3 day 
pack/draft balancing inventory? 

55.3 Does FEI request that Shipper Agents holding only a monthly balanced group(s) keep to a 2 to 3 
day pack/draft balancing inventory? 

The inventory levels in Figure 10-6 show that FEI typically holds at least one day and sometimes as much 
as four days of pack inventory for Shipper Agents on FEI’s system.  
 
55.4 Please add a line to each of the graphs in Figure 10-6 showing the Sumas daily index price. 

55.5 Please explain whether FEI physically holds this pack inventory on the FEI system or, 
alternatively, whether the core sales customer inventory is necessarily in a corresponding draft 
inventory position in order to balance the FEI system. 

55.5.1 If the core sales customer inventory is put in a corresponding draft inventory position to 
balance the transportation customers’ pack inventory, please describe the midstream 
resources used and the nature of the associated costs borne by the core customers as a 
result. 

 Reference: TRANSPORTATION SERVICE REVIEW 56.0
Exhibit B-1, Section 10.6.1, p. 10-24 
Evolution of technology and systems  

On page 10-24 of Exhibit B-1 FEI states: 

The combination of improved technology and increased nomination cycles has resulted 
in greater ability for market participants to match supply and demand more closely on a 
daily basis. ….. Transportation customers have access to tools to amend gas 
requirements on the day to reflect changes in load. For example, over the past several 
years, there have been technology improvements such as wireless metering,178 which 
allow shipper agents to access and track supply and daily consumption by customer 
more closely. Through FEI’s Web Information and Nomination System (WINS), shipper 
agents have access to historical daily consumption which helps to forecast customer 
load under varied weather conditions. 

 
56.1 Please describe, for a typical Shipper Agent with a group of monthly balanced transportation 

customers, the evolution of the metering accuracy and the method and frequency of 
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communicating the customers’ daily consumption data to Shipper Agents since the time of 
inception of the transportation model in 1993 to today, including the timing and nature of 
significant improvements over this time. In particular, describe the degree of improvement in 
accuracy and reliability and in the amount of elapsed time from the time a Gas Day ends to the 
time the Shipper Agent receives its customers’ consumption data for that Gas Day. 

56.1.1 Please provide a timeline showing, for a particular Gas Day, the nomination timelines 
and the timing for when supply and consumption data, respectively, are available to the 
Shipper Agent through WINS.   

56.1.2 For a Shipper Agent with a monthly balanced group, describe the current degree of 
accuracy of the consumption data provided to the Shipper Agent through WINS. In 
particular, to what degree are imbalances in a Shipper Agent’s monthly balanced group 
due to inaccuracies in the consumption data initially communicate via WINS? 

56.2 To the extent there is a lag time in communicating customer consumption data to Shipper 
Agents after the end of the Gas Day, please describe any technological changes FEI anticipates 
will be available to implement in the next few years to further improve the accuracy and access 
to daily consumption data. 

56.2.1 Please elaborate on the extent to which FEI currently has SCADA data for monthly 
balanced transportation customers and the possibility and associated costs of providing 
such real-time SCADA data to Shipper Agents. 

 Reference: TRANSPORTATION SERVICE REVIEW 57.0
Exhibit B-1, Section 10.6.1, pp. 10-22; Exhibit B-1, Section 10.9, p. 10-41 
Implementation of proposed changes  

On page 10-22 of Exhibit B-1, FEI states: 

FEI observes that shipper agents with a daily and monthly balanced group at the same 
location (i.e. the Lower Mainland) typically over-supply their daily group, and grow a 
positive inventory through the month to avoid daily balancing charges. These same 
shipper agents also typically under-supply their monthly group as there are no balancing 
tolerances on the day for the monthly balanced customers, and in doing so grow a 
negative inventory through the month. The shipper agents are then incented to net out 
or transfer imbalances from their monthly to their daily group to avoid imbalance 
charges at month end. 

 
On page 10-41 of Exhibit B-1 FEI summarizes the changes it proposes to the transportation service 
balancing provisions as follows: 

• Eliminate the existing monthly balanced provisions entirely for the transportation 
model and require all transportation customers in all service areas to balance daily. 

• Amend the balancing tolerance from 20% to 10%, and implement a tiered charge 
approach whereby charges increase as tolerance ranges are exceeded. 

 
57.1 Please discuss the pros and cons of a phased approach whereby monthly balancing is eliminated 

in the first phase and the tolerances are adjusted in a second phase with the opportunity to first 
assess the extent to which elimination of monthly balancing has reduced the magnitude of the 
aggregate daily transportation service imbalances on the FEI system.  

57.1.1 Please discuss the extent to which FEI anticipates that elimination of the opportunity for 
Shipper Agents to transfer balances from daily balanced groups to monthly balanced 
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groups to avoid balancing charges will incent Shipper Agents to balance more closely 
each day thereby reducing the magnitude of the aggregate daily transportation service 
imbalances on the FEI system. 

 Reference: TRANSPORTATION SERVICE REVIEW 58.0
Exhibit B-1, Section 10.9, p. 10-41; 
Exhibit A2-3, FEI Application to Amend the Balancing Charges for RS 23, RS 25, RS 26 
and RS 27 (Monthly Balancing Charge Application), Exhibit A-4, BCUC IR No. 2, 
Attachment ; 
FEI Monthly Balancing Charge Application, Exhibit B-5, BCUC 2.7.1 and 2.7.3; 
FEI Monthly Balancing Charge Application, Order G-187-14 and Decision dated 
December 1, 2014, p. 14 
Implementation of proposed changes  

In BCUC IR 2.7 in the FEI Monthly Balancing Charge Application, Commission staff constructed a table 
showing details of an example month of hypothetical data for a hypothetical Shipper Agent with a 
monthly balanced group with four scenarios of behavior using the same hypothetical load and Sumas 
Daily Index prices for each scenario. The details were set out in Attachment 1 in a PDF version of the 
data and live spreadsheet. A copy of the PDF version of Attachment 1 has been entered by Commission 
staff as evidence in this proceeding as Exhibit A2-3. 
 
The four scenarios are: 

Scenario 1 – The Shipper Agent makes an effort to balance to the group’s load 
requirements on a daily basis and incurs a Balancing Gas quantity of 2,281 GJ.  

Scenario 2 – The Shipper Agent generally makes an effort to balance to the group’s load 
requirements on a daily basis with the exception of four days where the Shipper Agent 
does not increase its supply during a high price period, makes up part of the shortfall 
later in the month and incurs a Balancing Gas quantity of 2,281 GJ. 

Scenario 3 – The Shipper Agent generally makes an effort to balance to the group’s load 
requirements on a daily basis with the exception of four days where the Shipper Agent 
does not increase its supply during a high price period, makes up the entire monthly 
shortfall later in the month and incurs a Balancing Gas quantity of zero GJ. 

Scenario 4 - The Shipper Agent generally makes an effort to balance to the group’s load 
requirements on a daily basis with the exception of four days where the Shipper Agent 
significantly reduces its supply during a high price period, makes up part of this shortfall 
later in the month and incurs a Balancing Gas quantity of 2,281 GJ. 

 
The example in Attachment 1 calculates Balancing Gas Charges and shows the Shipper Agent’s cost of 
gas assuming the Shipper Agent pays the Daily Sumas Index Price for the purposes of showing the 
relative magnitude of the Balancing Gas Charges relative to the cost of gas. The example also shows the 
amount of Balancing Gas Charges for a number of Balancing Gas Charge alternatives.    

In response to BCUC IR 2.7.1 in the Monthly Balancing Charge Application, FEI confirmed that the 
calculations and assumptions in regard to Balancing Gas volumes and Balancing Gas costs in Attachment 
1 were accurate. In response to BCUC IR 2.7.3 FEI confirmed that, at that time, FEI would not have taken 
any action with the Shipper Agent in Scenario 4 in regard to in response to the decrease in the marketer 
nomination on the 8th day of the month. 
 
In the FEI Monthly Balancing Charge Decision accompanying Order G-187-14, the Panel in that 
proceeding was of the view that FEI presently has the tools to ensure compliance with the tariff under 
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sections 7.3 and 7.6 of the monthly balanced transportation service tariffs and FEI should endeavour to 
better utilize these tools and amend business practices to ensure compliance with the intent of the 
tariff.  

 
58.1 Please describe any changes FEI has implemented to its business practices in regard to increased 

use of the tools already available to FEI under the monthly balanced transportation service 
tariffs since the Monthly Balancing Charge Decision was issued and the effectiveness of such 
changes. 

58.2 Does FEI agree that Scenario 4 in Exhibit A2-1 is evidence that, under the current transportation 
service tariffs for monthly balanced transportation service, a Shipper Agent with a monthly 
balanced group behaving like the Shipper Agent in Scenario 4 could “game” the FEI system even 
without a daily balanced group to transfer balances from at the end of the month? If not, please 
explain. 

58.3 Does FEI anticipate that FEI’s proposal, on page 10-41 in Exhibit B-1, to eliminate monthly 
balancing and require daily balancing for all transportation service rate schedules would prevent 
the “gaming” exhibited by the Shipper Agent in Scenario 4? If not, please elaborate. 

 Reference: TRANSPORTATION SERVICE REVIEW 59.0
Exhibit B-1, Section 10.7.2, pp. 10-30 to 10-31; 
Review of other jurisdictions 

In Section 10.7.2 of Exhibit B-1, FEI describes industry balancing practices for local distribution 
companies across North America as per the research conducted for FEI by Black & Veatch. Figure 10-11 
on page 10-31 shows a map of North America listing the utilities sampled by Black & Veatch and the 
Monthly deadband and Daily deadband tolerances expressed as percentages. On page 10-30 FEI states: 

Industry-wide, balancing provision can vary substantially between local distribution 
companies (LDCs) based on regional infrastructure differences. For example, balancing 
provisions can be relatively stringent for LDCs (such as FEI) with service territories 
adjacent to major natural gas market hubs in order to reduce the opportunity for 
shipper agents to profit from price swings by running imbalances to transport gas in 
excess of their contracted transportation quantity. 

 
59.1 Please identify those LDCs sampled by Black & Veatch that FEI believes are most similar to FEI in 

terms of regional infrastructure and market hub characteristics. 

59.1.1 Please describe the balancing tolerances and applicable penalties of the transmission 
pipelines that FEI interconnects with. 

59.2 Do any of the LDCs sampled by Black & Veatch allow transfers between daily and monthly 
balanced groups? If so, which ones? 

59.3 Are the balancing tolerances of other LDCs typically applicable to both packing and drafting the 
LDC? Please identify any LDCs that have tolerances only applicable for drafting. 



FEI 2016 Rate Design Application 48 BCUC IR No. 1 
 

 Reference: TRANSPORTATION SERVICE REVIEW 60.0
Exhibit B-1, Section 3.4, p. 3-18; Section 10, p. 10-35; 
FEI Monthly Balancing Charge Application, Order G-187-14 and Decision dated 
December 1, 2014, p. 25; 
Exhibit A2-4, FEI 2015–2016 Rate Schedule 14A Gas Purchases & Sales Summary – 
BCUC Order G-152-12 Compliance Filing 
FEI as Shipper Agent/Rate Schedule 14A  

On page 25 of the FEI Monthly Balancing Charge Decision, the Commission directed as follows: 

The Panel directs that when FEI makes its Monthly Balanced Transportation Service rate 
design application that it is to include a review of the impact of FEI acting as a Shipper 
Agent supplying gas under Rate Schedule 14A to Monthly Balanced Transportation 
Service Shippers. In the application FEI is directed to describe, in the context of Monthly 
Balanced Transportation Service, how FEI as a Shipper Agent procures gas under Rate 
Schedule 14A, how its practices are similar and dissimilar to other Shippers/Shipper 
Agents, how it impacts the costs to the core, and to provide information on FEI’s use of 
Balancing Gas in a manner similar to all other Shippers/Shipper Agents. 

 
In Table 3-4 on page 3-18 of Exhibit B-1, FEI provides a summary of the directives from past Commission 
decisions relevant to the Application. This table does not include the directives shown above from the 
FEI Monthly Balancing Charge Decision. 
 
60.1 Please provide a reference to where in the FEI 2016 Rate Design Application FEI addresses the 

above directives. If FEI has not addressed these directives in the Application, please provide the 
review as directed in the Monthly Balancing Charge Decision. 

60.2 Does FEI intend for the changes in the balancing rules proposed in the Application to apply to 
FEI in its role as Shipper Agent? If not, why not.  

Exhibit A2-4 is FEI’s 2015–2016 Rate Schedule 14A Gas Purchases & Sales Summary filed in compliance 
with Commission Order G-152-12. In the table included in the report, FEI reports purchases and sales to 
the transportation service customers that FEI procures supply for in three categories: Index Rate Option; 
Term Fixed price Option and RNG Option. 
 
60.3 Please confirm, or otherwise explain, that the purchases listed in the categories of “Index Rate 

Option” and “Term Fixed Rate Option” are supplied to FEI’s transportation service customers 
under Rate Schedule 14A. 

60.4 Please confirm, or otherwise explain, that the purchases listed in the categories of “RNG Option” 
are biomethane (also referred to as renewable natural gas or RNG) purchases supplied to FEI’s 
transportation service customers under Rate Schedule 11B. 

60.5 Is the supply and demand for FEI’s transportation service customers tracked in WINS? If not, 
why not? 

60.6 Do Shipper Agents other than FEI supply transportation service customers with RNG purchased 
under Rate Schedule 11B?  

60.7 Is RNG supply captured in WINS on a daily basis and is it factored into the daily balance of supply 
and demand for a Shipper Agent’s Group for the purpose of determining balancing charges? If 
not, why not? 

In Table 10-8 on page 10-35 of Exhibit B-1, FEI provides data on the balancing performance of “shipper 
agents operating under the transportation service model today” listing individual Shipper Agents and 
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identifying each with a unique letter. 
 
60.8 Does Table 10-8 include all Shipper Agents active on the FEI system during this timeframe? If 

not, why not? 

60.9 Please identify which Shipper Agent in Table 10-8 is FEI.  

60.9.1 If FEI is not included in Table 10-8, please explain why not and please provide a revised 
version of Table 10-8 including lines for FEI with FEI identified as “Shipper Agent FEI.” 

60.9.2 If FEI is one of the Shipper Agents above the red line on Table 10-8, please explain why 
FEI was not able to more closely balance supply and demand on a daily basis. 

 Reference: TRANSPORTATION SERVICE REVIEW 61.0
Exhibit B-1, Section 10.8, p. 10-39; 
T-South allocation to transportation service customers  

In Section 10.8 of Exhibit B-1, FEI discusses the allocation of 40 TJ/day of firm transportation service 
from Spectra Energy south to the Huntingdon Delivery area (T-South Long-Haul) that FEI secured in late 
2015. This capacity was contracted by FEI to provide additional T-South Long-Haul capacity for 
transportation service customers potentially seeking to return to bundled sales service. 
 
61.1 Please confirm, or otherwise explain, that FEI contracted for the 40 TJ/day of excess T-South 

Long-Haul capacity primarily on the basis that should transportation service customers revert to 
bundled sales service FEI would have an obligation to serve these customers as bundled sales 
customers. 

61.2 Have any transportation service customers reverted to bundled sales service since FEI 
contracted the 40 TJ/day of excess T-South Long-Haul capacity? If so, what amount of the 40 
TJ/day of excess capacity is required to serve these customers. 

61.3 Please confirm, or otherwise explain, that T-South Long-Haul capacity is currently fully 
contracted and not available on a firm basis regardless of Spectra Energy’s credit requirements 
for contracting firm service. 

61.4 Has FEI allocated any of the excess T-South Long-Haul capacity to FEI as Shipper Agent? If so, 
please elaborate. 
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	13.0 Reference: FEI COST OF SERVICE STUDY Exhibit B-1, Section 6.5.2, Table 6-19, p. 6-36; Section 3.2.2, Table 3-2, p. 3-6  Additional data
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	19.0 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS Exhibit B-1, Section 7.5.2, p. 7-18, Sections 7.8 and 7.8.1, p. 7-22; 2017 RIB Rate Report, pp. 6, 8, 9; BC Hydro 2015 Rate Design Application, Order G-5-17 and Decision dated January 20, 2017, p. ...
	19.1 Please clearly identify the problem with the existing recovery of residential costs through fixed vs. variable charges that this Application is intended to address. If the problem relates to an efficiency concern, please identify the specific con...
	19.1.1 Please identify the specific changes in circumstances since 2009 which have resulted in the creation of each identified problem.


	20.0 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS Exhibit B-1, Section 7.5.1, pp. 7-17 to 7-18, Section 7.8.1, pp. 7-23 to 7-25 Fixed and variable Cost Recovery
	On page 7-23 of Exhibit B-1, Section 7.8.1, FEI states:
	Implementing the proposed 5% increase in Basic Charge results in an increase in the daily Basic Charge from $0.3890 to $0.4085 per day and a corresponding decrease in the volumetric Delivery Charge from the $4.832 per GJ to $4.746 per GJ.
	20.1 Please confirm, or otherwise explain, that 56% of the customer costs and 73% of the total of customer and demand costs allocated to the residential rate schedule is recovered through the variable charge(s).
	20.2 Please provide, for each year since 2009, the percentage of total residential delivery costs recovered through (i) fixed charges and (ii) variable charges.
	20.3 Please explain if FEI’s proposal for “a one-time 5% increase to Basic Charge and corresponding decrease in the volumetric Delivery Charge” will result in a misalignment between fixed costs and the Basic Charge over time as the volumetric Delivery...
	20.4 Please provide the increase in the daily Basic Charge and the corresponding decrease in the volumetric Delivery Charge from increasing the Basic Charge by 10 and 15 percent.
	20.4.1 In the same format as Table 7-9 in Exhibit B-1, page 7-25, please provide the bill impact of increasing the Basic Charge by 10 percent and 15 percent.

	20.5 For the proposed FEI residential, please complete the table below in 5 GJ increments for the 0–30 GJ range and 10 GJ increments for the 31–140 GJ range. Also include fully a functional electronic spreadsheet for the data in the table.


	G. Chapter 8 – Rate Design for Commercial Customers
	21.0 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS Exhibit B-1, Section 8.3, p. 8-11, 8-12; FEI Rate Schedule 2;0F  FEI Rate Schedule 31F  Economic crossover point
	21.1 Please explain when the economic crossover point was last re-aligned, and what the crossover point was set at.
	21.2 Please explain the methodology and inputs to calculate the economic crossover point when it was last re-aligned with the customer segmentation threshold between RS 2 and RS 3.
	21.3 Please explain whether the methodology to calculate the economic crossover point as presented in Table 8-3 differs from those described above. If yes, please elaborate and explain the rationale for any differences.
	21.4 Please explain whether the rates used to calculate the economic crossover point as shown in Table 8-3 includes all rate riders. If not, why not?
	21.5 Please replicate Table 8-3 using the current rates as referenced in the preamble, and reference the corresponding itemized rates contained in the Table of Charges in RS 2 and RS 3.
	21.6 Please explain what would be the threshold difference between the economic crossover point and the customer consumption threshold to require a re-alignment.

	22.0 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS Exhibit B-1, Section 8.5, p. 8-16;  BC Gas 2001 Rate Design Application Order G-116-01, Appendix 1, p. 2 Economic crossover point alignment
	22.1 With reference to the various components of RS 2 and RS 3, please explain the factors that contributed from an alignment to a misalignment of the economic crossover point with the customer segmentation threshold.
	22.2 Please explain whether the customer segmentation threshold between RS 2 and RS 3 was set at any other value than 2,000 GJ in the past.
	22.2.1 If yes, please explain the circumstance that supported a modification of the customer segmentation threshold to the existing 2,000 GJ threshold in favour of relying solely on rate changes.

	22.3 Please explain how the proposed rate changes to the delivery and basic charge addresses each of the issues identified regarding the misalignment, namely (i) incentive to consume more, (ii) rate instability for the customer, and (iii) revenue inst...
	22.4 Please explain what would be the consequence of an economic crossover point that is higher than the customer segmentation threshold.

	23.0 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS Exhibit B-1, pp. 8-1, 8-14, 8-21  Proposed rate change
	23.1 Please provide the basic charge as a percentage of total bill for each of the average RS 2 and RS 3 customers.
	23.2 Please elaborate on which competing principles support FEI’s proposed changes to the basic and delivery charges for RS 2 and RS 3.
	23.2.1 In consideration of the competing principles, please explain FEI’s process and analysis in determining the appropriate basic and delivery charges.

	23.3 Please explain whether FEI considered other rate adjustment options that can realign the economic crossover point at 2,000 GJ. If not, why not?
	23.3.1 If yes, please provide the comparative analysis of various rate changes considered by FEI, clearly explain the factors considered when comparing various rate change combinations/magnitudes, and explain why the proposed option is superior than o...


	24.0 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS Exhibit B-1, pp. 8-4, 8-8, 8-9, 8-22, 8-23 Impact of proposed rate change
	24.1 Please replicate Figure 8-13 and 8-14 in terms of actual bill change in dollar terms ($/year).
	24.1.1 In consideration of the magnitude of bill change for RS 2 and RS 3 customers, please comment on whether the proposed rate changes will result in a change in consumer behavior.

	24.2 Please present the bill frequency of small commercial customers and large commercial customers similar to that presented in Figure 8-6 and Figure 8-7 for each customer market segments presented in Figure 8-1.


	H. Chapter 9 – Rate Design for Industrial Customers
	25.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 2.1, p. 2-2; Section 6.3.1.5, pp. 6-8 to 6-9; Section 9.8.1, pp. 9-37 to 9-38 Tariff supplements – bypass agreements and contract customers
	25.1 Please confirm, or otherwise explain, that Teck Coal (Byron Creek) is not a customer with which FEI has a bypass agreement.
	25.1.1 If confirmed, please provide an updated version of Table 6-4 which represents only customers with which FEI has bypass agreements and also explain any differences between the table in the response and Table 6-4 in Exhibit B-1.

	25.2 Please add additional rows to Table 6-4 to provide the following additional information for FEI’s Bypass customers only (i) 2016 Forecast Peak Demand; (ii) 2016 Forecast Load Factor; and (iii) Costs determined by the COSA Study.
	25.3 Please provide a list of the industrial sector makeup for (i) bypass customers; and (ii) non-bypass contract customers. Please provide a pie chart along with your responses that breakdown the industries by throughput for the most recent year of a...
	25.4 Please explain how the costs and revenues associated with Teck Coal (Byron Creek) were treated in the COSA Study.
	25.5 Please explain if there are any other customers that are similar to FEI’s bypass customers and was included in the data provided in Table 6-4 above.
	25.6 Please explain the key differences between a bypass customer and a non-bypass contract customer.
	25.6.1 For the five RS 22A customers that are not bypass customers, please describe the nature of the individually negotiated contracts and the associated rates for these customers.
	25.6.2 Please describe the nature of the individually negotiated contracts and the associated rates for the five RS 22B customers. Please confirm that none of the RS 22B customers are considered to be bypass customers.

	25.7 Please provide a list describing the end-uses for (i) bypass customers; and (ii) non-bypass contract customers. Please provide a pie chart along with your responses that breaks down the end-uses by throughput for the most recent year of actual da...
	25.8 Please explain the process for initiating a change in the terms or rates for bypass agreements.
	25.8.1 Please describe FEI’s rights with regard to termination of current bypass agreements.
	25.8.2 Please describe the bypass customers’ rights to termination of current bypass agreements.
	25.8.3 If any of the bypass customers have had their bypass contracts renegotiated to accommodate increases in load, please describe the process that led to termination of the original bypass contract, renegotiation of a new bypass agreement and Commi...

	25.9 Please complete the following table summarizing each of FEI’s current bypass agreements. Please add rows as necessary and provide the annual demand using the most recent year of actual data.
	25.9.1 Please provide a bar chart showing the Annual Throughput on the y-axis for each bypass customer, using the most recent year of actual data.
	25.9.2 Please provide a bar chart showing the Annual Throughput on the y-axis for each non-bypass contract customer, using the most recent year of actual data.

	25.10 For each of FEI’s current bypass customers, please provide a copy of the Commission approved tariff supplement.

	26.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.3, Table 9-2, p. 9-7 Industrial customer data
	26.1 Please state the percentage of the total 2016 sales customer demand forecast that is represented by RS 5 General Firm Sales.
	26.2 Please state the percentage of the total 2016 transportation customer throughput forecast that is represented by RS 25 General Firm Transportation.
	26.3 Please provide an updated version of Table 9-2 by splitting the row with “RS 22 / 22A / 22B – Large Volume Transportation” into 3 rows: (i) RS 22; (ii) RS 22A; and (iii) RS22B.

	27.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.1, p. 9-1 General Firm Service (RS 5) and General Firm Transportation Service (RS 25)
	27.1 Please state the number of years that the 1.25 multiplier has been resulting in an overestimation of peak day demand for RS 5 and RS 25 customers.
	27.2 Please explain the underlying reason(s) why the 1.25 multiplier is now overestimating peak day demand for RS 5 and RS 25 customers. For example:
	27.3 Please explain the issue(s) FEI or customers may experience due to an overestimation of the peak demand based on the multiplier of 1.25. Please use calculations to explain the impact to customer bills and FEI’s operations.
	27.4 Please calculate the difference to the bills of moving from a 1.25 multiplier to a 1.1 multiplier for the five largest RS 5/RS 25 customers based on 2015 actual consumption and load factor.
	27.5 Please provide an updated version of Table 9-4 on page 9-11 of Exhibit B-1 to include (i) existing RS 5 and RS 25 charges; and (ii) FEI’s proposed RS 5 and RS 25 charges.
	27.6 Please provide in table form, for each of RS 5 and RS 25, the percentage of costs recovered through all fixed charges using (i) existing charges; and (ii) FEI’s proposed charges.
	27.6.1 Please discuss any considerations FEI made when determining the RS 5 and RS 25 proposals, regarding the percentage of costs recovered through fixed charges.


	28.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.5.5.1, Table 9-11, p. 9-20; Appendix 9-2, p. 1  RS 5 and RS 25 daily demand new multiplier calculation
	28.1 On page 9-20 of Exhibit B-1, FEI states that Appendix 9-2 contains a detailed description of the method for deriving the RS 5 and RS 25 daily demand multiplier. Please provide a functional Excel spreadsheet showing the data and calculation of the...
	28.2 Appendix 9-2 shows that data from 2011 to 2015 was used to calculate the new multiplier for RS 5 and RS 25. Please explain the effort required to update the multiplier for RS 5 and RS 25 Daily Demand on an annual basis beginning with data from 20...
	28.3 Please explain the benefits and disadvantages of updating the multiplier on an annual or biennial basis using recent years of actuals, as was done for this Application.

	29.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.5.5, p. 9-16; Table 9-8, p. 9-17; Table 9-9, p. 9-18; Section 9.4, Table 9-3, pp. 9-8 to 9-9  RS 5 and RS 25 peak day demand estimate – options and evaluation
	29.1 Please confirm, or correct where necessary, the figures in the following table and that the highlighted section of the table refers to the quotation from 9-17 of Exhibit B-1 in the preamble.
	29.1 FEI conducted a review of industrial rates offered by Canadian natural gas utilities and summarized the results in Table 9-3 on pages 9-8 and 9-9 of Exhibit B-1. For each of the Canadian natural gas utilities that use a demand charge for industri...

	30.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.4, Table 9-3, pp. 9-8 to 9-9; Section 9.5.3.3, pp. 9-12; Section 9.5.3.5, p. 9-14 Minimum load factor eligibility criterion for RS 5 and RS 25
	30.1 Please confirm, or otherwise explain, that when FEI is excluded from Table 9-3 it is five of nine utilities surveyed that used some form of demand charge.
	30.2 Please discuss the benefits and disadvantages of using a minimum load factor eligibility criterion for RS 5 and RS 25 in a manner similar to Union Gas, Enbridge Gas or Gazifere.
	30.3 Please explain any differences in circumstances that would prevent FEI from using a minimum load factor eligibility criterion for RS 5 and RS 25 in a manner similar to Union Gas, Enbridge Gas or Gazifere.
	30.4 If FEI were to implement a minimum load factor eligibility criterion for RS 5 and RS 25:

	31.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.5.4, p. 9-15; Section 9.5.6, Table 9-14, p. 9-23 Economic crossover volume between RS 3/RS 23 and RS 5/RS 25 at proposed rates
	31.1 Please state:
	31.2 Please state the annual throughput required to make RS 5/RS 25 economic at a load factor of (i) 35 percent and (ii) 30 percent based on: (a) 2016 COSA rates; and (b) FEI’s proposed rates.
	31.3 Please explain if FEI considers that the customers with high annual volumes and with load factors below 40 percent should be classified as RS 3/RS 23.
	31.3.1 Please explain if the RS 5/RS 25 customers with high annual volumes and with load factors below 40 percent would pay a higher overall bill if they were reclassified as RS 3/RS 23 customers.

	31.4 Please provide in table form, for each of RS 3 and RS 23, the percentage of costs recovered through all fixed charges using (i) existing charges; and (ii) FEI’s proposed charges.

	32.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.6.1, p. 9-25; Section 9.6.3.2, p. 26; Section 9.6.4, p. 9-21 RS 7 and RS 27 interruptible service charges
	32.1 Using FEI’s proposed rates, please use calculations to show the percentage discount from the firm sales service would be for an interruptible sales customer using an average of 59,200 GJ per year based on a RS 5/RS 25 Demand Charge using a load f...
	32.2 Using FEI’s proposed rates, please use calculations to show what the discount from the firm transportation service would be for an interruptible transportation customer using an average of 59,200 GJ per year based on a RS 5/RS 25 Demand Charge us...
	32.3 Please state the number of customers that have switched from interruptible service (RS 7/RS 27) to firm service (RS 5/RS 25) for each year of the last five years of actual data.
	32.4 Please state the number of customers that have switched from firm service (RS 5/RS 25) to interruptible service (RS 7/RS 27) for each year of the last five years of actual data.
	32.5 Does FEI consider that, in general, the discount provided for interruptible service should be based on marginal rather than sunk costs? For example being based on the cost savings to the utility in providing interruptible instead of firm service ...
	32.6 Does FEI consider that it has optimized its use of interruptible rates to cost effectively defer the need for new infrastructure investment? Please explain.
	32.7 Please state if FEI had proposed the use of an 80 percent factor in the 1996 Rate Design.
	32.7.1 If FEI had originally proposed the use of an 80 percent load factor, please explain the reasons why and please discuss the applicability of these reasons to the proposals in the 2016 Rate Design Application.
	32.7.2 If FEI had not originally proposed the use of an 80 percent load factor, please explain the reasons that led to the use of the 80 percent load factor.

	32.8 Please state the actual number of (i) partial curtailments in 2016; and (ii) FEI system maintenance related curtailments in 2016.
	32.9 Please state the average duration of (i) all partial curtailments in 2016; and (ii) all FEI system maintenance related curtailments in 2016.
	32.10 Please state the longest duration of (i) all partial curtailments in 2016; and (ii) all FEI system maintenance related curtailments in 2016.
	32.11 Please explain if some interruptible customers experience more curtailments than other interruptible customers due to their location on the FEI system.

	33.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.8.1, Table 9-22, p. 9-37 Large volume transportation customers
	33.1 Please provide an updated version of Table 9-22 by splitting the Annual Demand Column into three showing the (i) Annual Firm Demand (TJ); (ii) Annual Interruptible Demand (TJ); and (iii) Annual Total Demand (TJ).
	33.2 Please state the percentage of the total FEI 2016 forecast throughput represented by large volume transportation customers, including RS 22, RS 22A, RS 22B, VIGJV and BC Hydro IG.

	34.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 9.8.1.4, p. 9-39; Section 9.8.3, pp. 9-42 to 9-43; Section 9.8.5.3, Table 9-27, p. 9-48; Section 9.8.5.4, p. 9-48 Large volume transportation – large industrial contract customers
	34.1 Please explain what FEI would do with the expiring VIGJC contract if the Commission does not approve FEI’s proposal for RS 22 and VIGJV as described in the preamble.
	34.2 If the Commission does not approve FEI’s proposal for large volume transportation customers, could FEI establish new contracts based on cost-based rates with VIGJV and BC Hydro IG after the expiration of the current contracts? Please explain your...
	34.3 Please produce a table to discuss the similarities and differences between (a) the average RS 22 customer, (b) Creative Energy, (c) VIGJV and (d) BC Hydro IG. Please use figures where necessary and include a discussion for each on the:
	34.4 Considering FEI’s response to the previous question, please explain how FEI’s proposal would be more aligned with the fair apportionment of costs and avoidance of undue discrimination among similar type customers, as described in the preamble.
	34.5 Please discuss if any of the current RS 22 customers or contract customers (Creative Energy, VIGJV, BC Hydro IG) had difficulty understanding and/or accepting the existing structure.
	34.6 Please discuss if any of the affected contract customers (Creative Energy, VIGJV, BC Hydro IG) are supportive or opposed to FEI’s proposal.
	34.7 Please explain why Tariff Supplement G-21 for Creative Energy would be terminated and Creative Energy would take firm service under the new charges from RS 22 firm service while VIGJV and BC Hydro would be allowed to choose to become a RS 22 cust...
	34.7.1 Please explain options available to VIGJV and BC Hydro IG if they choose not to become a RS 22 customer.

	34.8 Does FEI consider that a decision to consolidate one or more customer classes should consider whether they have similar revenue to cost ratios, customer attributes (for example, load factor), customer service type (for example, firmness of supply...
	34.9 Does FEI consider that there are broader BC benefits arising from the proposal regarding large industrial contract customers? For example: economic development; environmental benefits? If yes, please describe.
	34.9.1 Does FEI consider that there are efficiency benefits arising from the proposal, including the mitigation of uneconomic bypass risk? If yes, please describe.


	35.0 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS Exhibit B-1, Section 6.5.2, p. 6-36;  RS 22 R:C and M:C ratios
	35.1 Please provide a table showing the (i) Actual 2016 Revenues, (ii) Costs determined through the COSA, (iii) the corresponding R:C Ratio and (iv) the corresponding M:C Ratio for each of (a) Creative Energy, (b) VIGJV and (c) BC Hydro IG:
	i. Under the existing rates and rate structure; and
	ii. Using FEI’s proposed rates and rate structures.

	35.2 Please compare and provide a discussion for any difference in R:C and M:C ratios for RS 22 as presented in Table 6-19 and RS 22 using FEI’s proposed rates and rate structures. Please explain any shifts in revenues/costs that had an impact on the ...

	36.0 Reference: FEI COST OF SERVICE STUDY FEI Certificate of Public Convenience and Necessity for Approval of Contracts and Rate for Public Utility Service to Provide Thermal Energy Service to Delta School District Number 37, Order G-31-12 and Decisio...
	36.1 Please explain if FEI has undertaken any research into the existence and impact of super-peaking customers since the Delta School District 37 CPCN Decision was issued in March 2012.
	36.1.1 If FEI has conducted research, please provide the results from the reports/analysis completed.

	36.2 Please explain the theoretical impact that super-peaking customers would have on FEI’s system. Please include a look at system capacities, utilization and efficiency.
	36.2.1 Please discuss how FEI could address any impact to its system caused by super-peaking customers.

	36.3 Please state if FEI has customers, other than the Delta School District Number 37, that use natural gas only to provide supplemental energy on peak days (super-peaking customers).
	36.3.1 If FEI has other super-peaking customers, please describe the different end-uses for these customers.
	36.3.2 If FEI has super-peaking customers, please use the following template to provide information, to the best of your ability, for super-peaking customers for each year from 2011 to 2015.
	36.3.2.1 If FEI is unable to provide the information requested in the table above, please estimate the amount of effort in time and person-hours that would be required to complete the table.




	I. Chapter 11 – FEI General Terms and Conditions and Rate Schedules for Service
	37.0 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS  Exhibit B-1, Section 11.3.2, p. 11-28 Overhead and Marketing (OH&M) charge updated calculation
	37.1 Please update Table 11-6 in Exhibit B-1, page 11-28 to include the actual OH&M costs and volumes for 2012 to2016 and the average OH&M charge for 2012 to 2017.
	37.2 In the same format as Table 11-6 in Exhibit B-1, page 11-28, please provide a forecast of the OH&M costs and volumes for 2018 to 2022.

	38.0 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE Exhibit B-1, Section 11.1.2.1, p. 11-5, Appendix 11-1, p. Original Page 14-1 General Terms and Conditions (GT&C), Access to Premises and Equipment
	38.1 Please provide the number of customers impacted by the proposed addition of section 14.3 to FEI’s GT&C.
	38.1.1 Please discuss the communication and consultation with the affected customers.

	38.2 Please provide the estimated full cost of installing a remote meter including overheads and annual cost of maintaining the meter.
	38.3 Please provide the accounting treatment for the removal the inaccessible meter and the customer payments for “installing and maintaining the remote meter.”
	38.3.1 Please provide the depreciated cost of the inaccessible meters that FEI expects to remove.


	39.0 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE Exhibit B-1, Appendix 11-1, p. S-1; Appendix 11-2, p. 1  GT&C, Standard Charges Schedule – Application Charge
	39.1 Please provide justifications and calculations for the existing $25 Application Charge.
	39.2 Please explain, with calculations, why the Application Charge for a customer with an Existing Installation is equal to the Application Charge for a customer required a New Installation.
	39.3 Please provide the calculations for the proposed application charge, in the same manner as on page 1 of Appendix 11-2, using figures from (i) 2014; (ii) 2013; (iii) 2012; and (iv) 2011.
	39.3.1 Please explain any significant changes over the years in the approximate average customer service labour cost related to processing applications for new service and changes to accounts (Line 6).


	40.0 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE Exhibit B-1, Appendix 11-1, p. S-1; Appendix 11-2, p. 2; FortisBC Inc. Electric Tariff BCUC No. 2, Sheet 392F   GT&C, Standard Charges Schedule – Returned Payment Charge
	40.1 Please explain, with calculations, how the cost of return payments of $3.91 (Appendix 11-2, p. 2, line 15) was calculated.
	40.2 If a customer living in an area served by both FEI and FBC, for example Trail, BC, provides dishonoured cheques to both entities, please explain why FEI would charge $8 and FBC would charge $19. Is the difference in costs stemming from the Financ...

	41.0 Reference: FEI GENERAL TERMS AND CONDITIONS AND RATE SCHEDULES FOR SERVICE Exhibit B-1, Appendix 11-1, p. D-2 GT&C, Definitions – Carbon Offsets
	Carbon Offsets Means the number of metric tons of carbon dioxide or its equivalent volume in other greenhouse gas(es) that FortisBC Energy may purchase as a mechanism to balance demand-supply for Biomethane in the event of an undersupply of Biomethane...
	41.1 Please explain if FEI has ever purchased carbon offsets to balance demand-supply for Biomethane in the event of an undersupply of Biomethane.
	41.1.1 If FEI has purchased carbon offsets in the event of a Biomethane undersupply, please state the number of occurrences and, if feasible, discuss the nature of each occurrence.

	41.2 Please provide the rationale for this change.


	J. Chapter 12 – FEI Final Cost of Service Results and Rebalancing
	42.0 Reference: FEI FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-1, Section 12.1.3, pp. 12-3 to 12-4; Section 6.5.1, p. 6-32; Section 12.2.1, Table 12-2, p. 12-5; Section 9.8.5.3, Table 9-27, p. 9-48 RS 22 R:C ratio and rebalancing based on...
	42.1 Please explain why FEI is proposing to adjust RS 22 revenues to achieve an R:C ratio of 100% when the R:C ratio is 103.5%, which is within FEI’s R:C ratio range of reasonableness of 90% to 110%.
	42.2 Please explain if FEI’s level of precision in the COSA study supports the use of a target R:C ratio of unity for its proposed RS 22.
	42.3 Please explain the impact to the COSA R:C ratios and M:C ratios if FEI were to leave the R:C ratio for the proposed RS 22 unchanged at 103.5%. Please include updated version of Tables 12-2 and 12-3 showing the R:C and M:C ratio results after the ...
	42.4 Please provide calculations to show how the difference of $473 thousand referenced in the preamble was calculated.
	42.5 Please explain why Table 9-27 shows a difference of $294 thousand and on page 12-3 of Exhibit B-1, FEI states that there is $473 thousand less revenue. Please include calculations in your response.
	42.6 Please confirm, or otherwise explain, that regardless of the outcome of this Application, there will be no changes to BC Hydro IG rates or rate structure until its contract expires in 2022.
	42.6.1 If confirmed, please explain if the $281 thousand is a theoretical reduction in revenue since BC Hydro IG and FEI have an agreement in place to pay a particular rate using a particular rate structure until 2022.
	42.6.2 Please explain the impact to the COSA R:C ratios and M:C ratios if FEI were to omit the $281 thousand related to BC Hydro IG. Please include updated version of Tables 12-2 and 12-3 showing the R:C and M:C ratio results after the COSA, after the...



	Fort Nelson Service Area
	K. Chapter 13 – Stakeholder Engagement
	43.0 Reference: STAKEHOLDER ENGAGEMENT Exhibit B-1-1, Section 13.3.2, pp. 13-10 to 13-12; Exhibit B-1, Appendix 4-5, p. 7 Survey methodology and scope
	43.1 Please explain why Sentis did not increase the sample size of the Fort Nelson residential customers to reduce the margin of error to a level comparable to the FEI margin of error.
	43.2 Please explain why Sentis used only residential phone listings to obtain their sample of Fort Nelson customers.
	43.2.1 Please confirm, or explain otherwise, that this survey was only conducted in English and could only be completed on-line (i.e. the customer did not have the option to complete a survey over the phone or a hard copy survey).
	43.2.2 Please confirm, or otherwise explain, that the sample was a random sample.

	43.3 Please explain if FEI considers the Fort Nelson customer survey to be representative of the customers in Fort Nelson.
	43.4 With regard to specific proposals in the Application, when does FEI take into consideration the Fort Nelson customer research survey results.
	43.4.1 Please explain how much weight is given to the customer research survey results when determining rate design proposals.



	L. Chapter 13 – Fort Nelson Cost of Service Allocation Methodology
	44.0 Reference: Fort Nelson Cost of Service Allocation Methodology  Exhibit B-1-1-1, Section 13.4.1.5.3, p. 13-17, Section 13.7.2, p. 13-55, Appendix 13-1, p. 2 Minimum System Study
	44.1 Please provide a breakdown of mains installed in 2015 and 2016 in the same format as Table 1 in Exhibit B-1-1, Appendix 13-1, p. 2.
	44.1.1 Please provide the percentage of mains that are equal to or less than 60 mm in Table 1 in Exhibit B-1-1, Appendix 13-1, page 2.
	44.1.2 Please revise the following tables to reflect a minimum main size of 42 mm:
	i. Table 1 in Exhibit B-1-1, Appendix 13-1, p. 2


	45.0 Reference: FORT NELSON COST OF SERVICE ALLOCATION METHODOLOGY Exhibit B-1, Section 8.3.5, p. 8-14; Exhibit B-1-1, Section 13.4.1.4, p. 13-15  Cost Allocation based on RS 25 Load Factor
	45.1 Please explain why FEI is allocating costs in accordance with the intended use of RS 25, as opposed to the actual use of RS 25. Please include in your response a discussion regarding the fair apportionment of cost principle and cost causality.
	45.2 Please state the number of years that this RS 25 customer has only been using gas for space heating purposes.
	45.2.1 For each of the years included in the response to the previous question, please provide this RS 25 customer’s load factor.

	45.3 Please explain and quantify the impact to the COSA results and the R:C and M:C ratios of using the RS 25 customer’s load factor of 27%, instead of 40%. Please include updated versions of Tables 13-7, 13-10 and 13-12 with your response.


	M. Chapter 13 – Residential Rate Design for Fort Nelson
	46.0 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON Exhibit B-1, Section 7.2.4 p. 7-8 Exhibit B-1-1, Section 13.5.4.2.3, p. 13-28 Residential customer characteristics
	46.1 Please provide the standard deviation for the 2016 residential annual consumption.
	46.2 Please provide the average consumption range for the top and bottom 10 percent of Fort Nelson’s residential customers.
	46.3 Please provide a residential customer scatter plot in the same format as Figure 7-8 in Exhibit B-1, p. 7-8.

	47.0 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON  Exhibit B-1, Section 7.5.1, 7-17, Section 7.8.1, p. 7-24 Exhibit B-1-1, Section 13.5.4.4, p. 13-32 Bill impact and fixed cost recovery
	47.1 Please prepare a bill impact analysis for the proposed residential rates in the same format as Figure 7-11 in Exhibit B-1, page 7-24.


	N. Chapter 13 – Commercial Rate Design for Fort Nelson
	48.0 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON Exhibit B-1-1, Section 13.3.2, p. 13-23  Consultation
	48.1 Please explain whether FEI has done any consultation with commercial customers on their preference on the rate structure. If yes, please provide the results. If not, why not?

	49.0 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON Exhibit B-1, Table 8-4, p. 8-14; Exhibit B-1-1, p. 13-41  Customer data
	49.1 Please replicate table 13-20 using the proposed 2000 GJ threshold.
	49.2 Please show, similar to in Table 8-4 in Exhibit B-1, what percentage of the functional unbundled costs allocated to commercial customers are recovered from the corresponding proposed rates (basic charge, delivery charge) for RS 2.1 and RS 2.2.

	50.0 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON Exhibit B-1, p. 8-12; Exhibit B-1-1, p. 13-42 Proposed rate change
	50.1 Please replicate Table 8-3 and figure 8-20 in Exhibit B-1 for Fort Nelson’s RS 2.1 and 2.2.


	O. Chapter 13 – Industrial Rate Design for Fort Nelson
	51.0 Reference: INDUSTRIAL RATE DESIGN FOR FORT NELSON Exhibit B-1-1, Section 13.5.6.2 and 13.5.6.3, p. 13-45  Fort Nelson industrial customer characteristics and bill impact
	51.1 For the sole RS 25 industrial customer, please state the annual throughput and load factor for each of the three years prior to the customer ceasing operations at its production facility.
	51.2 Please explain if, and when, FEI is expecting this RS 25 customer to resume regular operations in the near future.
	51.3 Please produce a table to show:
	51.4 Please produce a table to show the percentage of the total RS 25 revenues collected through (i) fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) FEI’s proposed rate structure and rates, based on th...
	51.5 Please produce a table to show the percentage of the total RS 25 revenues collected through (i) fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) FEI’s proposed rate structure and rates, based on th...
	51.6 Please explain whether FEI has done any consultation with the RS 25 customer on their preference on the rate structure. If yes, please provide the results. If not, why not?


	P. Chapter 13 – Fort Nelson Final Cost of Service Results and Rebalancing
	52.0 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-1-1-1, Section 13.7.1.4, p. 13-51  Impact to Rate 1 from rebalancing Rate 2.2
	52.1 Please produce a table to show the percentage of the total Rate 1 revenues collected through (i) fixed charges; and (ii) variable charges using (a) the existing rate structure and rates; and (b) FEI’s proposed rate structure and rates.
	52.2 Please calculate the Rate 1 Basic Charge if half of the $16 thousand in revenue shift was recovered through the Rate 1 Basic Charge and the other half was recovered through the variable charge.
	52.3 Please state the annual percentage bill impact that a Rate 1 customer with annual consumption of 34 GJ will experience after rebalancing, as proposed by FEI.
	52.4 Please state the annual percentage bill impact that a Rate 1 customer with annual consumption of 34 GJ will experience after rebalancing, if half of the $16 thousand in revenue shift was recovered through the Rate 1 Basic Charge and the other hal...

	53.0 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-1-1, Section 13.7.1.4, p. 13-51  Rebalancing RS 25
	53.1 Please explain why FEI does not propose to rebalance RS 25 to within the R:C ratio range of reasonableness.
	53.2 Please provide an updated version of Table 13-27 which includes the rebalancing of RS 25 to within the R:C ratio range of reasonableness.


	Transportation Service Review
	Q. Chapter 10 – Transportation Service Review
	54.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.3.6, pp. 10-14, 10-15 Impact on core customers
	54.1 Please provide the data points for Figure 10-5 in a working Excel spreadsheet.
	54.2 Please provide a graph showing the difference between the aggregate actual daily supply and aggregate actual daily demand for transportation customers on a daily basis for 2015. On the same graph please add a line showing the Sumas daily index pr...
	54.2.1 Please discuss the extent to which the Sumas daily price is correlated to the daily variance between the transportation customers’ supply and demand.
	54.2.2 Please populate the following table for each of the ten days in 2015 with the greatest absolute difference between the aggregate actual daily supply and aggregate actual daily demand for transportation service customers.


	55.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.3.6, pp. 10-15 to 10-16 Shipper Agent inventory levels
	55.1 Please clarify whether FEI requests that Shipper Agents stay within a tolerance band of 2 to 3 days of pack inventory level to 2 to 3 days of draft inventory level or whether FEI requests that Shipper Agents hold a pack inventory of 2 to 3 days i...
	55.1.1 If FEI requests the former please explain why, as shown in Figure 10-6, the inventory levels are typically at least one day of pack inventory in aggregate for Shipper Agents (i.e. never in an aggregate draft position).

	55.2 Does FEI request that Shipper Agents holding only a daily balanced group(s) keep to a 2 to 3 day pack/draft balancing inventory?
	55.3 Does FEI request that Shipper Agents holding only a monthly balanced group(s) keep to a 2 to 3 day pack/draft balancing inventory?
	55.4 Please add a line to each of the graphs in Figure 10-6 showing the Sumas daily index price.
	55.5 Please explain whether FEI physically holds this pack inventory on the FEI system or, alternatively, whether the core sales customer inventory is necessarily in a corresponding draft inventory position in order to balance the FEI system.
	55.5.1 If the core sales customer inventory is put in a corresponding draft inventory position to balance the transportation customers’ pack inventory, please describe the midstream resources used and the nature of the associated costs borne by the co...


	56.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.6.1, p. 10-24 Evolution of technology and systems
	56.1 Please describe, for a typical Shipper Agent with a group of monthly balanced transportation customers, the evolution of the metering accuracy and the method and frequency of communicating the customers’ daily consumption data to Shipper Agents s...
	56.1.1 Please provide a timeline showing, for a particular Gas Day, the nomination timelines and the timing for when supply and consumption data, respectively, are available to the Shipper Agent through WINS.
	56.1.2 For a Shipper Agent with a monthly balanced group, describe the current degree of accuracy of the consumption data provided to the Shipper Agent through WINS. In particular, to what degree are imbalances in a Shipper Agent’s monthly balanced gr...

	56.2 To the extent there is a lag time in communicating customer consumption data to Shipper Agents after the end of the Gas Day, please describe any technological changes FEI anticipates will be available to implement in the next few years to further...
	56.2.1 Please elaborate on the extent to which FEI currently has SCADA data for monthly balanced transportation customers and the possibility and associated costs of providing such real-time SCADA data to Shipper Agents.


	57.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.6.1, pp. 10-22; Exhibit B-1, Section 10.9, p. 10-41 Implementation of proposed changes
	57.1 Please discuss the pros and cons of a phased approach whereby monthly balancing is eliminated in the first phase and the tolerances are adjusted in a second phase with the opportunity to first assess the extent to which elimination of monthly bal...
	57.1.1 Please discuss the extent to which FEI anticipates that elimination of the opportunity for Shipper Agents to transfer balances from daily balanced groups to monthly balanced groups to avoid balancing charges will incent Shipper Agents to balanc...


	58.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.9, p. 10-41; Exhibit A2-3, FEI Application to Amend the Balancing Charges for RS 23, RS 25, RS 26 and RS 27 (Monthly Balancing Charge Application), Exhibit A-4, BCUC IR No. 2, Attac...
	58.1 Please describe any changes FEI has implemented to its business practices in regard to increased use of the tools already available to FEI under the monthly balanced transportation service tariffs since the Monthly Balancing Charge Decision was i...
	58.2 Does FEI agree that Scenario 4 in Exhibit A2-1 is evidence that, under the current transportation service tariffs for monthly balanced transportation service, a Shipper Agent with a monthly balanced group behaving like the Shipper Agent in Scenar...
	58.3 Does FEI anticipate that FEI’s proposal, on page 10-41 in Exhibit B-1, to eliminate monthly balancing and require daily balancing for all transportation service rate schedules would prevent the “gaming” exhibited by the Shipper Agent in Scenario ...

	59.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.7.2, pp. 10-30 to 10-31; Review of other jurisdictions
	59.1 Please identify those LDCs sampled by Black & Veatch that FEI believes are most similar to FEI in terms of regional infrastructure and market hub characteristics.
	59.1.1 Please describe the balancing tolerances and applicable penalties of the transmission pipelines that FEI interconnects with.

	59.2 Do any of the LDCs sampled by Black & Veatch allow transfers between daily and monthly balanced groups? If so, which ones?
	59.3 Are the balancing tolerances of other LDCs typically applicable to both packing and drafting the LDC? Please identify any LDCs that have tolerances only applicable for drafting.

	60.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 3.4, p. 3-18; Section 10, p. 10-35; FEI Monthly Balancing Charge Application, Order G-187-14 and Decision dated December 1, 2014, p. 25; Exhibit A2-4, FEI 2015–2016 Rate Schedule 14A G...
	60.1 Please provide a reference to where in the FEI 2016 Rate Design Application FEI addresses the above directives. If FEI has not addressed these directives in the Application, please provide the review as directed in the Monthly Balancing Charge De...
	60.2 Does FEI intend for the changes in the balancing rules proposed in the Application to apply to FEI in its role as Shipper Agent? If not, why not.
	60.3 Please confirm, or otherwise explain, that the purchases listed in the categories of “Index Rate Option” and “Term Fixed Rate Option” are supplied to FEI’s transportation service customers under Rate Schedule 14A.
	60.4 Please confirm, or otherwise explain, that the purchases listed in the categories of “RNG Option” are biomethane (also referred to as renewable natural gas or RNG) purchases supplied to FEI’s transportation service customers under Rate Schedule 11B.
	60.5 Is the supply and demand for FEI’s transportation service customers tracked in WINS? If not, why not?
	60.6 Do Shipper Agents other than FEI supply transportation service customers with RNG purchased under Rate Schedule 11B?
	60.7 Is RNG supply captured in WINS on a daily basis and is it factored into the daily balance of supply and demand for a Shipper Agent’s Group for the purpose of determining balancing charges? If not, why not?
	60.8 Does Table 10-8 include all Shipper Agents active on the FEI system during this timeframe? If not, why not?
	60.9 Please identify which Shipper Agent in Table 10-8 is FEI.
	60.9.1 If FEI is not included in Table 10-8, please explain why not and please provide a revised version of Table 10-8 including lines for FEI with FEI identified as “Shipper Agent FEI.”
	60.9.2 If FEI is one of the Shipper Agents above the red line on Table 10-8, please explain why FEI was not able to more closely balance supply and demand on a daily basis.


	61.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-1, Section 10.8, p. 10-39; T-South allocation to transportation service customers
	61.1 Please confirm, or otherwise explain, that FEI contracted for the 40 TJ/day of excess T-South Long-Haul capacity primarily on the basis that should transportation service customers revert to bundled sales service FEI would have an obligation to s...
	61.2 Have any transportation service customers reverted to bundled sales service since FEI contracted the 40 TJ/day of excess T-South Long-Haul capacity? If so, what amount of the 40 TJ/day of excess capacity is required to serve these customers.
	61.3 Please confirm, or otherwise explain, that T-South Long-Haul capacity is currently fully contracted and not available on a firm basis regardless of Spectra Energy’s credit requirements for contracting firm service.
	61.4 Has FEI allocated any of the excess T-South Long-Haul capacity to FEI as Shipper Agent? If so, please elaborate.




