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FORTISBC ENERGY INC. 

A. CHAPTER 2 – APPROVALS SOUGHT 

 Reference: APPROVALS SOUGHT 62.0
Exhibit B-1, Section 3.3.4, p. 3-11; Exhibit B-5, BCUC IR 12.2 and 12.3, pp. 51–52 
Frequency of rate design  

On page 3-11 of Exhibit B-1, FEI explains that “[t]here have been two significant rate design proceedings 
since the 1991 Phase A and 1993 Phase B rate design proceedings. These two proceedings occurred in 
1996 and 2001.” 
 
In response to BCUC IR 12.3, FEI stated: 

FEI is of the opinion that a COSA study that is completed every 4 to 6 years is a 
reasonable time period to consider if there are issues that need to be raised in a 
regulatory proceeding, but that significant changes in FEI’s business may require more 
frequent examination of specific limited scope issues. 

62.1 Please explain if FEI considers it beneficial and efficient to perform a rate design each time an 
updated COSA study is carried out. If not, please explain your response. 

62.2 Please explain FEI’s views on the frequency of rate design taking into consideration the 
frequency of performing COSA studies and FEI’s response to BCUC IR 12.3. 

In response to BCUC IR 12.2, FEI explained that: 

FEI estimates 2,000 hours in total for FEI and 900 hours in total for Fort Nelson. In total, 
the internal fully-loaded labour cost is estimated in 1 the range of $275 thousand, split 
70 percent to FEI and 30 percent to Fort Nelson (FEI notes, however, that Fort Nelson 
will receive 0.00244 percent of FEI’s labour costs through the shared services allocation 
and not a separate allocation for the internal costs of the COSA). In addition to internal 
labour, FEI has incurred $100 thousand of external consultant costs to review and 
provide an expert opinion on the COSA and supporting studies for FEI and $5 thousand 
for Fort Nelson to date. 

62.3 Please explain the incremental costs, time and effort in person-hours to prepare rate design 
proposals for regulatory review, after the completion of a COSA study for each of FEI and Fort 
Nelson. Please explain if any external resources are required. 

B. CHAPTER 7 – RATE DESIGN FOR RESIDENTIAL CUSTOMERS 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 63.0
Exhibit B-5, BCUC IR 18.3.1, pp. 79–80; BCUC IR 17.2, pp. 71–72; BCUC IR 18.4, pp. 81–
82 
Exhibit B-1, Section 7.5.1, p. 7-17  
Residential customer use data 

In response to BCUC IR 18.3.1, FEI explained that, under the proposed rate design, “the minimum annual 
consumption under which the customer does not pay the allocated customer-related costs decreases to 
approximately 37 GJ per year. … Similarly, the minimum annual consumption required to recover total 
fixed costs in both scenarios [existing rate design and proposed rate design] is close to FEI’s average use 
at approximately 80 GJ.” 
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In response to BCUC IR 17.2, FEI provided a table showing a breakdown of the number of residential 
customers for different levels of annual normalized consumption from 2011 to 2015 using 10 GJ 
increments. 
 
63.1 Please state for each year from 2011 to 2015 the number of residential customers with an 

annual consumption (i) up to 37 GJ; and (ii) up to 80 GJ. 

63.2 Please complete, extrapolating where necessary, the following table using 2015 historical data 
to show the number and percentage of residential customers that are: 

• low-income/not low-income with an annual consumption up to 37 GJ.  
• low-income/not low-income with an annual consumption greater than 37 GJ.  

 

Category 
Residential Customers with Annual Consumption: 

Total 
Up to and including 37 GJ Greater than 37 GJ 

Number % Number % Number % 
Low-income            
Not low-income (1)           
Total     879,080 100% 

 (1) - Customers that are not classified as low-income customers. 

63.11 Please reproduce the table in response to the previous question using an annual consumption 
threshold of 80 GJ instead of 37 GJ. 

In response to BCUC IR 18.4, FEI stated that the “Basic Charge for the residential group collects 
approximately 45 percent of the customer and demand related costs; consequently, the balance of 
these costs must be recovered through the volumetric charge.”  
 
On page 7-17 of Exhibit B-1, FEI states: “In the current residential rate structure, the current basic 
charge of $11.84 (when calculated as the average fixed monthly amount) 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.” 

 
63.12 Please reconcile the two statements in the preamble above which have different figures for the 

percentage of the total customer and demand-related costs recovered by the residential basic 
charge. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 64.0
Exhibit B-1, Section 7.8.1, p. 7-22; Exhibit B-5, BCUC IR 20.4.1, pp. 87–88; Exhibit A2-
10, p. 16 
Bill impact analysis 

64.1 Please expand each of the two tables provided in response to BCUC IR 20.4.1 by splitting the 
0 GJ annual consumption category into four categories: 0–10 GJ; 11–20 GJ; 21–30 GJ; and 31–40 
GJ and adding a column with the number and percentage of total customers in each annual 
consumption category. For annual consumption, please round to the most appropriate whole 
number. 

On page 7-22 of Exhibit B-1, FEI states that “any rate design proposal should consider the bill impact to 
customers and should be implemented in a way that avoids rate shock to customers.” 
 
On page 16 of Exhibit A2-10, Elenchus states: 

In addition, large percentage increases in fixed charges are common in cases where 
utilities have a relatively low basic monthly charge and increase the charge by a 
relatively small dollar amount, especially in cases where the utility maintains a rounded 
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amount (for example, an increase from $20 to $25 would constitute a 25% increase but 
would typically not be considered to result in rate shock). 

64.2 Does FEI agree with Elenchus’ statement? If not, please explain why not. 

In BCUC IR 20.4.1, the second table provided the bill impact of increasing the Basic Charge by 15 
percent. The table shows that customers with average consumption, between 80–85 GJ, will experience 
no increase in their total bill and customers with 0 GJ annual consumption will experience the highest 
bill increase at 15 percent of total bill, which corresponds to an increase of $21/year or $1.75/month. 
 
64.3 Would FEI be open to a one-time 15 percent increase in the Basic Charge that has no impact to 

the average customer, considering Elenchus’ statement above and that the monthly dollar 
increase for customers with 0 GJ consumption is $1.75? If not, please explain why not. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 65.0
Exhibit B-1, Section 7.5, pp. 7-17 to 7-19; Exhibit B-5, BCUC IR 20.4, p. 87 
Fixed and variable cost recovery 

Based on information from Table 7-5 in the Application and BCUC IR 20.4, Commission staff put together 
the table below: 
 

 
 
 
65.1 Please confirm the accuracy of the table above or revise with supporting calculations and 

explanations. 

On page 7-17 of the Application, FEI states that, “[a]s part of the 1996 NSA, the monthly Basic Charge 
was increased by approximately 11% from $6.32 to $7.00.” 
 
65.2 Please provide the share of fixed costs recovery by the Basic Charge for (i) customer-related and 

(ii) total of customer and demand-related costs before and after the 1996 NSA. 

On page 7-17, FEI states that its:  

revenue is largely dependent on consumption even though the bulk of the costs 
associated with the system are fixed in nature. The misalignment between fixed costs 
and the Basic Charge has been a reoccurring issue in FEI’s rate design proceedings. … By 
Order G-141-09, the Commission approved FEI’s 2010-2011 NSA. As part of the 2010-
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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. 

65.3 Please confirm that in 2009 FEI (then Terasen) proposed that the basic charge and 
administration fees be held at existing approved 2009 levels “[t]o support our Energy Efficiency 
and Conservation Program and to meet the evolving needs of our customers” and explained 
that “Moving towards a larger volumetric component of the bill enhances the ability of our 
customers to experience benefits gained by reducing their usage through their participation in 
our EEC programs as well as through their overall energy efficiency awareness.”1 

65.3.1 If not confirmed, please provide the explanation of why the basic charge has been held 
constant since 2010. If confirmed, is this still the reason why FEI does not propose to 
increase the basic charge along with the delivery charge going forward? 

 
Based on rate design Principle 2 (fair apportionment of costs among customers), an increase in cost 
recovery through the Basic Charge is desirable.” On page 7-18, FEI states that “by holding the Basic 
Charge constant, higher use customers are bearing a greater share of delivery revenue requirement 
increases. 
 
On page 7-19, FEI states that “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 
savings initiatives. As such, a complete alignment between fixed costs and fixed charges is not desirable 
from an energy conservation and efficiency perspective.” 
 
65.4 Considering the majority of the system’s costs are fixed, please confirm that, from a fairness 

principle view only, the ideal scenario would be to recover 100% of the company’s fixed costs 
through the Basic Charge. If not, please explain why not.  

65.5 Please confirm that the monthly Basic Charge levels presented in the table in the preamble, if 
implemented, would be recovering between 28% and 31% of the total customer and demand-
related costs, and between 46% and 50% of the customer-related costs. If not, please revise the 
calculations with supporting information. 

In BCUC IR20.3, FEI explained that the proposed changes in Basic Charge/volumetric charge will 
decrease the misalignment between fixed costs and the Basic Charge but the impact of the proposed 
improvement in alignment will gradually diminish over time as the delivery margin increases and the 
Basic Charge is held constant again. 
 
65.6 Please explain why FEI’s proposal would be better at solving the misalignment of fixed costs and 

the Basic Charge, which has been a reoccurring issue in FEI’s rate design proceedings, than 
maintaining the adjustment over time by not holding the Basic Charge constant.  

On page 7-18, FEI states that: “the theory suggests that excessively high fixed charges (relative to 
volumetric charges) can lead to consumption behaviours that result in excessive usage.” 
 
65.7 At what percentage level would FEI start to find the recovery of its fixed charges, as measured 

by both the customer-related charges and the total customer and demand-related charges, 
through the Basic Charge “excessive” and leading to “excessive usage”? Please use company 
data and/or empirical research to support your response. 

                                                           
1 Terasen Gas Inc. 2010 and 2011 Revenue Requirements and Delivery Rates Application, Part III: Section C – Tab 2, p. 224 
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On page 7-19, FEI states that “a one-time 5% increase in the Basic Charge is not significant enough to 
discourage customers from engaging in energy savings activities. This is because a significant portion of 
FEI’s costs continue to be recovered through volumetric charges.” 
 
65.8 Would FEI agree that the above statement also applies to a one-time 10% or 15% increase in the 

Basic Charge because, under these two scenarios, there continues to be a significant portion of 
FEI’s costs recovered through the volumetric charges? If not, please explain why not while 
referring to the table in the preamble above (or the revised one if FEI disagrees with its 
accuracy). 

65.9 Please complete the table provided in BCUC IR 20.5 using increases in Basic Charge of 10% and 
15% and their corresponding decreases in the volumetric charge to keep these changes revenue 
neutral for RS 1 customers. Please also include a fully functional Excel spreadsheet for the data 
in the table. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 66.0
Exhibit B-1, Section 7.6, pp. 7-19 to 7-21 
Jurisdictional comparison of rates 

On page 7-21, FEI states: 

In summary, the jurisdictional comparison study demonstrates that most Canadian 
natural gas utilities have higher monthly fixed charges for their residential customers 
than FEI. In addition, the analysis indicates that FEI recovers a lower percentage of its 
delivery cost in fixed monthly charges than the majority of other Canadian natural gas 
utilities included in this study. This would suggest that an increase to the residential 
Basic Charge would not be inconsistent with fixed cost recovery in other jurisdictions. 

 
66.1 Using separate charts, please re-do Figure 7-10 showing: 

i. The relative position of FEI with a 5% increase in the Basic Charge and an offsetting 
decrease in the volumetric charge; 

ii. The relative position of FEI with a 10% increase in the Basic Charge and an offsetting 
decrease in the volumetric charge; and 

iii. The relative position of FEI with a 15% increase in the Basic Charge and an offsetting 
decrease in the volumetric charge. 

 
66.2 Please comment on whether FEI maintains the same relative position among Canadian natural 

gas utilities in each of the revised figures. 

 Reference: RATE DESIGN FOR RESIDENTIAL CUSTOMERS 67.0
Transcript, Volume 5, p. 491-492, Exhibit B-1, Section 12.1 to 12.3, pp. 12-4 to 12-7 
Rate design and rebalancing 

During the SRP, FEI was asked “What if [the rate class’s] revenue-to-cost ratio was inside the range of 
reasonableness but either below or above unity. Does that become a non-factor or is it still one of the 
factors to be considered among many?” FEI’s response was:  

MS. TABONE: We view it as a non-factor. And the reason is, when we look at any 
number between 90 to 110 we're saying if they're 92 percent they're meeting their cost 
of service. And so, we don't distinguish between 92 and 102, for example. We basically 
say if they're in that range that's as close as we can get to measuring whether they're 
paying their cost of service or not. And so, you have to take some kind of range at some 
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point and break it off whether it's above and below and whether they're paying their 
fair share. But we don't think that the gradation between, you know, 92 percent and 93 
percent is significant given all the uncertainty and the estimates and judgment in a cost 
of service study. So, we would say as long as they're in that range they're the same as 
each other. (Emphasis added) 

 
On page 12-4, Table 12-1 shows that $786.4 thousand in total revenue reduction from FEI’s rate design 
proposals occur primarily due to a revenue reduction of $754.2 thousand associated with the proposed 
RS 22 rate changes. FEI further states: “As RS 1 is the only rate schedule with an R:C ratio of less than 
100%, FEI proposes to shift the $786.4 thousand deficit to RS 1. The shift represents an approximate 
annual bill impact of 0.1% for RS 1 customers and results in an increase to the Delivery Charge per GJ by 
$0.011.” 
 
On page 12-6, FEI states:  

As shown in Table 12-2 [COSA R:C and M:C Results after Rate Design Proposals], all rate 
schedules are within the range of reasonableness of 90% to 110%, except for RS 22A, 
and RS 6/RS 6P.” FEI further states: “As RS 1 is the only rate schedule with an R:C ratio of 
less than 100%, FEI proposes to shift the $61.7 thousand deficit to RS 1. The shift 
represents an approximate annual bill impact of 0.01% (rounding to 0.0%) for RS 1 
customers. 

67.1 Given FEI’s SRP statement above, please explain why FEI chose to distinguish between the RS 1 
R:C ratio of 95.6% (less than 100%) and those of the other rate classes with R:C ratios above 
100% but below 110% and use this distinction as a factor to justify shifting all of the revenue 
deficits to RS 1. 

67.2 Please explain if the revenue reduction of $786.4 thousand and the rebalancing amount of $61.7 
thousand should be shared among all rate classes that had an R:C ratio within the range of 
reasonableness in order to be consistent with FEI’s own SRP statement above, since “as long as 
they're in that range they're the same as each other.” 

67.3 Please revise Table 12-2, Table 12-3 and Table 12-4 to show the impact of sharing the revenue 
reduction of $786.4 thousand and the rebalancing amount of $61.7 thousand among all rate 
classes that were within the 90% to 110% range of reasonableness. 

67.3.1 Please explain, with calculations, how FEI would determine the sharing amount or 
allocation for each rate class. 

C. CHAPTER 8 – RATE DESIGN FOR COMMERCIAL CUSTOMERS  

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 68.0
Exhibit B-5, BCUC IR 21.6, pp. 94–95 
Economic crossover point  

In response to BCUC IR 21.6, FEI stated that “a review of revenue to cost ratios and rates is to be 
undertaken by FEI approximately every five years, and any necessary revenue rebalancing and changes 
to rates, including the realignment of the crossover point, can be done at that time.” 
 
FEI further stated that:  

...if a trigger threshold difference were to be established, it should be large enough to 
leave a persistent price signal if left unaddressed. For that reason, FEI suggests that it be 
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set at a plus or minus 500 GJ difference between the economic crossover point and the 
RS 2 – RS 3 consumption threshold… 500 GJ of annual load difference would be outside 
the year-to-year swings in consumption that might be expected to occur for customers 
with annual consumption near the 2,000 GJ level. A plus-or-minus 500 GJ movement in 
the economic crossover would also be outside the range of fluctuations in the economic 
crossover caused by gas cost changes.  

68.1 Please provide the historical rates, including each rate component but excluding the rate riders, 
for RS 2 and RS 3 for the past 5 years, and what the crossover point is at the end of each rate 
change in a functional excel spreadsheet. 

68.1.1 Based on the information provided above, please comment on whether the frequency 
of realigning the economic crossover point every 5 years is supported by the fluctuation 
in the crossover point experienced in the past 5 years. 

68.2 Please comment on whether the trigger threshold to realign the economic crossover point of +/- 
500 GJ accounts for the magnitude of the bill difference between consuming 2000 GJ under RS 2 
and RS 3. If not, why not? 

 Reference: RATE DESIGN FOR COMMERCIAL CUSTOMERS 69.0
Exhibit A2-10, Section 3.3.2.2, p. 15; Exhibit B-5, BCUC IR 22.1, p. 96 
Economic crossover point misalignment 

In response to BCUC IR 22.1, FEI states that: 

General increases from revenue requirements were applied to the Basic Charge and 
Delivery Charge in equal percentage until 2010. Since 2010, the recovery of increased 
revenue requirements has been flowed through only on the Delivery Charge… The result 
is that, other components such as gas costs being equal, the economic crossover will 
decrease gradually. 

On page 15 under section 3.3.2.2 of Exhibit A2-10, Elenchus explains the advantages and disadvantages 
of increasing both the fixed and variable charges by the same proportion as the approved revenue 
requirement increase. 
 
69.1 Please comment on whether an equal increase to both the Basic Charge and Delivery Charge to 

recover increased revenue requirements would better maintain the alignment or minimize the 
gradual misalignment of the economic crossover point overtime versus having a constant Basic 
Charge and only increasing the Delivery Charge on an annual basis.  

D. CHAPTER 9 – RATE DESIGN FOR INDUSTRIAL CUSTOMERS  

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 70.0
Exhibit B-5, BCUC IR 30.2, pp. 147-148; BCUC IR 31.3.1, p. 156 
Economic crossover point between RS 3/23 and RS 5/25 

In response to BCUC IR 30.2, FEI listed one benefit and five 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. 
FEI also stated:  

FEI considers that the preferable option is to design the rate so that it is “self-policing”, 
and allows customers to choose the service they would like or need on a prospective 
basis based on the customer’s economics and business needs. Rates should be designed 
so that customers can choose the appropriate service they need based on how the 
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billing determinants, Daily Demand and Annual Demand, are derived, coupled with the 
price(s) for the Demand Charge and Delivery Charge. If the proper price signals are in 
place, as proposed, then customers without a sufficient load factor and / or annual load 
will not choose to take service under RS 5 or RS 25.  

70.1 Please explain, in FEI’s view, some possible reasons why Union Gas, Enbridge Gas and Gazifere, 
would utilize a minimum load factor eligibility criterion given the several disadvantages and only 
one benefit listed by FEI, as opposed to using FEI’s preferred option whereby the rate is 
designed to be “self-policing” as described in the above preamble. 

In response to BCUC IR 31.3.1, FEI stated: 

After the Commission’s Decision on this Application, FEI proposes to review the account 
history of all RS 3/23 and 5/25 customers to see if there are customers who should 
consider migrating from General Firm Service to Large Commercial Service or if there 
are Large Commercial Service customers who may be better off being served under 
General Firm Service. The discussions with customers will need to consider the 
customers’ expected future consumption as well as their historical demand profile. 

70.2 Please explain if FEI plans to review the account history of all RS 3/23 and RS 5/25 customers 
and host discussions with each customer regarding their appropriate rate class on an annual 
basis going forward. 

70.2.1 If not, please explain how often FEI intends to host these discussions. 

 Reference: RATE DESIGN FOR INDUSTRIAL CUSTOMERS 71.0
Exhibit B-1, Section 9.8.1.4, p. 9-39; Section 9.8.5.4, p. 9-48; Exhibit B-7, BC Hydro IR 
1.1, p. 1; Exhibit B-5, BCUC IR 33.2, pp. 167–168; BCUC IR 34.3, pp. 170–172 
Large industrial contract customers 

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

There are two Large Industrial Contract Customers located on Vancouver Island and the 
Sunshine coast. These customers are the VIGJV and BC Hydro IG. 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. BC Hydro IG has a firm service contract for 
40,000-50,000 GJ per day which expires in April 2022. 

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. 

In response to BC Hydro IR 1.1, FEI confirmed that BC Hydro’s existing Transportation Service Agreement 
(TSA) contains a renewal provision that allows BC Hydro to extend the existing TSA up to 2042. FEI 
further explained that: 

The current renewal provision in the BC Hydro Transportation Service Agreement 
effective January 1, 2008 allows for a maximum term of 35 years. If BC Hydro chooses to 
extend the agreement beyond April 2022, the rates applicable to the extension need to 
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be approved by the Commission. After the initial term ends in April of 2022, BC Hydro 
could also elect to become an RS 22 or RS 50 customer for service to its Island 
Generation facility. 

71.1 Please explain if the TSA with the Vancouver Island Gas Joint Venture (VIGJV) contains a renewal 
provision in a similar manner to that included BC Hydro’s existing TSA. 

71.1.1 Please state the year up to which the TSA with VIGJV may be extended under a renewal 
provision, if any. 

In response to BCUC IR 34.3, FEI provided 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. In the response, FEI 
showed RS 22 and Creative Energy annual demand including both interruptible and firm projected 
consumption, but included only the current firm contract demand for BC Hydro IG and VIGJV. 
 
71.2 Please update the table in rows (i) and (iii) to include interruptible demand for VIGJV and 

BC Hydro IG and update the discussion on similarities and differences for each of the two rows. 

71.3 Please complete the attached Microsoft Excel spreadsheets (1) and (2) to show the breakdown 
by rate schedule and contract customer of (i) annual volumes, (ii) the allocations for the delivery 
cost of service based on existing and proposed rates and (iii) the total revenue. 

71.3.1 For the industrial and contract customers, please explain the reason for any significant 
differences in the allocation of costs between the initial COSA (based on existing rates) 
and the Final COSA (based on FEI’s proposals in the Application). If an explanation was 
provided in the Application please provide reference to that explanation. 

71.4 Please complete the attached Microsoft Excel spreadsheet (3) to show the 2016 actual annual 
throughput for each rate schedule and contract customer. 

71.4.1 Please explain the reason for any significant differences between the actual 2016 figures 
and the forecast figures provided by FEI in response to BCUC IR 33.1 in Exhibit B-5. 

In response to BCUC IR 33.2, FEI provided a table to show that the forecast of volume for RS 22, 22A, 
22B, VIGJV and BC Hydro IG as a percentage of the total 2016 forecast throughput is 22.7 percent. 
 
71.5 Please confirm that this table represents figures for FEI’s 2016 forecast throughput as requested 

in BCUC IR 33.2. 

71.5.1 If not confirmed, please provide a version of the table which represents FEI’s 2016 
forecast throughput represented by large volume transportation customers, including 
RS 22, RS 22A, RS 22B, VIGJV and BC Hydro IG. 

  



FEI 2016 RDA BCUC IR No. 2 11 of 23 

FORT NELSON SERVICE AREA 

E. CHAPTER 13 – APPROVALS SOUGHT FOR FORT NELSON 

 Reference: APPROVALS SOUGHT 72.0
Exhibit B-1-1, Section 13.1, p. 13-2  
Renaming of rates  

On page 13-2 of Exhibit B-1-1, FEI requests “[a]pproval to rename Fort Nelson’s existing Rates to the 
following to align with FEI’s Rate Schedule naming convention” and then lists the rate schedules to be 
renamed. 
 
72.1 Please confirm, or otherwise explain, that in addition to renaming the rate schedules, FEI is 

requesting to replace the content of each of the rate schedules listed with content largely 
similar to the equivalent rate schedules for FEI. 

72.2 If the Commission approves FEI’s requests as outlined in Section 13.1 of Exhibit B-1-1, please 
confirm that the key difference between FEI’s rate schedules and Fort Nelson’s rate schedules 
will be the rates charged. 

72.2.1 If not confirmed, please explain the nature of each key difference between FEI’s rate 
schedules and the rate schedules proposed for Fort Nelson. 

 Reference: APPROVALS SOUGHT 73.0
Exhibit B-1-1, Section 13.1, p. 13-2  
Unbundling of Rates 

On page 13-2 of Exhibit B-1-1, FEI requests “[a]pproval to unbundle Fort Nelson’s residential and 
commercial rates to provide transparency into the different components of customer bills and provide 
Fort Nelson customers the option to access services that require unbundled rates …” 
 
73.1 Please provide examples of actual bills for the month of January using (i) the current bundled 

rate structure and rates, and (ii) the proposed unbundled rate structure and rates for each of 
the following: 

i. Fort Nelson residential customer with average consumption; 
ii. Fort Nelson small commercial customer with average consumption; and 

iii. Fort Nelson large commercial customer with average consumption. 

 Reference: APPROVALS SOUGHT 74.0
Exhibit B-1-1, Section 13.5.2, p. 13-22  
Billing system changes cost 

On page 13-22 of Exhibit B-1-1, FEI requests:  

The unbundling of Fort Nelson rates will require changes to the billing system. FEI has 
estimated that the one-time pre-tax cost to make these changes is approximately $70 
thousand. This one-time cost is for billing system changes, bill reconfiguration and 
testing. As Fort Nelson’s rates have already been approved for 2017 and 2018, FEI is 
requesting approval for a deferral account to record the cost of changes to the billing 
system for Fort Nelson that will be required to unbundle Fort Nelson’s rates. The actual 
costs will be recorded in the account on net-of-tax basis consistent with normal practice 
and amortized over five years beginning in 2019. The five-year amortization period is 
appropriate given the long-term benefit of unbundling rates, and will spread out the 
rate impact of these costs on Fort Nelson customers. 



FEI 2016 RDA BCUC IR No. 2 12 of 23 

74.1 Please provide, in table form, the rate impact to Fort Nelson customers of amortizing the one-
time pre-tax cost for billing system changes over (i) one year; (ii) three years; and (iii) five years. 
Please include explanations and calculations where appropriate. 

74.1.1 Please explain the advantages and disadvantages of amortizing the one-time pre-tax 
cost for billing system changes over one year, three years and five years. 

 Reference: APPROVALS SOUGHT 75.0
Exhibit B-1, Section 12.2.2, p. 12-7; Section 12.3, Table 12-3, p. 12-8; Exhibit B-1-1, 
Section 13.2.2, p. 13-8; Exhibit B-1-1-1, Section 13.1, p. 13-3  
Fort Nelson Rate Schedule 6 

On page 12-6 of Exhibit B-1, FEI explains that to “set the R:C ratio for [FEI] RS 6/RS 6P within the range of 
reasonableness, FEI is proposing a reduction of $61.7 thousand in the revenue required from RS 6/RS 6P 
by decreasing the Delivery Charge by $1.318/GJ.” Table 12-3 of Exhibit B-1 shows that after FEI’s 
rebalancing proposals the R:C ratio for Rate Schedule 6/6P is 110.0%. 
 
On page 13-8 of Exhibit B-1-1, FEI states: “Although not a separate legal entity, Fort Nelson has its own 
rate base and revenue requirements for the purposes of determining rates.” 
 
On page 13-3 of Exhibit B-1-1-1, FEI requests approval for Fort Nelson Rate Schedule 6 (formerly Rate 
2.3) to “To set the Basic Charge per Day and Delivery Charge equal to FEI’s approved January 1, 2018 RS 
6 rates, as a result of unbundling the rate structure.” 
 
75.1 Please explain if FEI’s RS 6/6P Basic Charge per Day and Delivery Charge are set based on their 

cost of service. If not, please explain the basis on which FEI’s RS 6/6P Basic Charge per Day and 
Delivery Charge are set. 

75.2 Please provide a table comparing the annual bill using currently approved rates for (i) an FEI RS 6 
customer with average annual consumption; and (ii) a Fort Nelson RS 2.3 customer with annual 
consumption identical to the FEI RS 6 customer in (i). 

75.3 Please provide a table comparing the annual bill using the rates proposed in the Application for 
(i) a FEI RS 6 customer with average annual consumption; and (ii) a Fort Nelson RS 6 (formerly 
Rate 2.3) customer with annual consumption identical to the FEI RS 6 customer in (i). 

75.4 Please explain thoroughly, with supporting calculations, why FEI requests to set Fort Nelson Rate 
Schedule 6 Basic Charge per Day and Delivery Charge equal to FEI’s approved January 1, 2018 RS 
6 rates. 

75.5 Please explain how FEI could determine a Basic Charge per Day and Delivery Charge that is 
unique to Fort Nelson Rate Schedule 6 (formerly Rate 2.3) customers and takes into 
consideration their cost of service. Please include calculations where necessary. 

F. CHAPTER 13 – RESIDENTIAL RATE DESIGN FOR FORT NELSON 

 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON 76.0
Exhibit A2-10, Section 6.3, pp. 28–29; Exhibit B-1-1, Section 13.5.4.3, p. 13-30; Section 
13.5.4.4, p. 13-32  
Fort Nelson customer acceptance 

As outlined on page 13-30 of Exhibit B-1-1, FEI “is proposing to unbundle the rates and adopt a flat rate 
structure for Fort Nelson customers.” 
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On page 13-32 of Exhibit B-1-1, FEI discusses the bill impacts of its proposed changes for Fort Nelson 
residential customers. FEI states:  

Due to the 2 GJ monthly threshold for the minimum daily charge calculations and the 
declining block rate structure of Fort Nelson’s existing rates, the bill impact on individual 
customers due to the transition to unbundled flat rates will depend on if a customer’s 
monthly consumption is equal or less than the first 2 GJ included in minimum daily 
charge or exceeds the declining block rate at 30 GJ. 

On page 29 of Exhibit A2-10, Elenchus states: 

Any change in a utility’s rate structure results in some degree of customer confusion 
until customers understand and accept the new rate structure. The utility will have to 
make an extra effort in communicating the change and reasoning behind the change to 
customers. FEI may also want to equip its staff to respond to complaints with 
information on ways that customers can reduce their consumption and bills most 
effectively. 

76.1 Please explain how FEI would prepare to address customer confusion, understanding and 
acceptance of the proposed unbundled flat rates and the potential impact to some customers in 
the Fort Nelson Service Area. 

76.2 Please explain, and quantify, any incremental costs that would arise from FEI addressing 
customer confusion, understanding and acceptance of the implementation of unbundled flat 
rates for Fort Nelson customers. 

 Reference: RESIDENTIAL RATE DESIGN FOR FORT NELSON 77.0
Exhibit A2-10, Section 6.3.1, p. 30; Exhibit B-1-1, Section 13.5.4.3, p. 13-31; Section 
13.5.4.4, Figure 13-10, p. 13-32 
Setting the Basic Charge and Delivery Charge for Fort Nelson residential customers 

On page 30 of Exhibit A2-10, Elenchus states: 

Alternatives to develop the Basic charge and volumetric charge when changing rate 
structure from declining block to flat rate structure are approaches that would result in: 

1. the Basic charge being set equal to the current Minimum bill excluding non-
distribution components currently included in the Minimum bill, 

2. no bill impact for customers consuming the average monthly class 
consumption, 

3. setting the Basic charge similar to the Basic charge used by FEI for its 
Residential customers in other service territories, or 

4. setting the Basic charge based on the results of the COSA study for Fort 
Nelson. 

The approach that is most consistent with the principle of designing rates so that they 
correspond to the relevant costs drivers is the fourth option. The rationales supporting 
the first three options are various pragmatic considerations that may be relevant to the 
degree of initial customer acceptance that is achieved. 
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On page 13-31 of Exhibit B-1-1, FEI states: 

The proposed daily Basic Charge and volumetric Delivery Charge set out in the table 
above are calculated in a way that achieves the lowest maximum dollar amount bill 
increase for any individual customer. This was done using a linear programming 
technique in which minimization of the upward increase in annual bills is set as one of 
the constraints for the calculations. 

77.1 Please explain if in the future FEI intends to set the Basic Charge based on COSA study results for 
Fort Nelson. If so, how soon in the future would FEI request to do this? 

77.2 Please explain if the proposed basic charge for FEI’s residential customers was determined using 
the same linear programming technique as the proposed basic charge for Fort Nelson’s 
residential customers so as to minimize the upward increase in annual bills. 

77.2.1 If not, please explain why. 

On page 13-31, FEI states: 

When unbundling, there are various ways to apportion the costs for recovery from fixed 
and volumetric charges. For instance, the daily Basic charge can be set to be equal to 
FEI’s Basic charge with the rest of the costs recovered through the volumetric Delivery 
Charge. Another option would be to set the ratio of fixed Basic charge and volumetric 
Delivery Charge in a way to achieve zero bill impact for a pre-defined average monthly 
consumption amount. However, both these options may result in significant bill impacts 
for certain customers. 

Figure 13-10 on page 13-32 of Exhibit B-1-1 shows the results of the bill impact due to the transition 
from bundled declining block rates with a minimum daily charge to an unbundled flat rate structure with 
a daily Basic Charge and a volumetric Delivery Charge calculated in a way that achieves the lowest 
maximum dollar bill increase. 
 
77.3 Please provide updated versions of Figure 13-10 based on the two options to apportion the 

costs for recovery from fixed and volumetric charges described in the preamble.  

77.3.1 For the second option, please state clearly the level of pre-defined average monthly 
consumption amount chosen to achieve zero bill impact. 

77.3.1.1 Please explain if the consumption amount provided in response to the 
previous question was determined exclusively by historical Fort Nelson 
residential data. 

G. CHAPTER 13 – COMMERCIAL RATE DESIGN FOR FORT NELSON  

 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON 78.0
Exhibit B-1-1, Section 13.1, p. 13-3 
Approval sought  

FEI states, on page 13-3 of Exhibit B-1-1 that it seeks:  

Approval to change the annual volume threshold between small and large commercial 
customers from 6,000 GJ to 2,000 GJ and to set the Basic, Delivery, Commodity, and 
Storage and Transport Charges for commercial customers to align with the 2,000 GJ 
threshold for FEI customers… 
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FEI then proposes the Basic Charge and Delivery Charge for RS 2 (formerly Rate 2.1) and RS 3 (formerly 
Rate 2.2), respectively. 
 
78.1 Please confirm, or otherwise explain, that the Commodity Charge and Storage and Transport 

Charges are set through quarterly Gas Cost Reports, and that FEI is not seeking approval to set 
these charges through this Application.  

 Reference: COMMERCIAL RATE DESIGN FOR FORT NELSON 79.0
Exhibit B-1-1, Section 13.1, p. 13-3; Section 13.4.2.3, p. 13-19; Exhibit B-5, BCUC IR 
50.1, pp. 222–223  
Economic crossover point  

On page 13-3 of Exhibit B-1-1, FEI states that it seeks approval “To set a Storage and Transport Charge 
based on classifying midstream costs as demand-related and allocating those costs to all sales customers 
based on their load factor adjusted volume, as discussed in section 13.4.2.”  
 
In response to BCUC IR 50.1, FEI presented the economic crossover volume between Rate 2.1 and Rate 
2.2 at the proposed rates. FEI states that the Cost of Gas used to calculate the economic crossover 
volume is based on the gas costs from the compliance filing for the Annual Review for 2016 Rates, which 
is equal to $1.294 for both RS 2.1 and RS 2.2. 
 
In Table 13-11 on page 13-19 of the Supplemental Filing, FEI shows that under the proposed gas cost 
allocation method, the total cost of gas is $1.295/GJ for small commercial and $1.292/GJ for large 
commercial: 
 

 
 
79.1 Please comment on whether the proposed changes to the Basic, Delivery, Commodity, and 

Storage and Transport Charges for commercial customers to align with the 2,000 GJ threshold 
should be calculated based on (i) the Cost of Gas from FEI’s proposed gas cost allocation 
method; or (ii) the Cost of Gas based on the compliance filing for the Annual Review for 2016 
Rates where the midstream portion of Cost of Gas is different between RS 2.1 and RS 2.2. 
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79.2 Please update the table in response to BCUC IR 50.1 using the values for total Cost of Gas under 
FEI’s proposed method as presented in Table 13-11 referenced above. 

79.2.1 Based on the economic crossover volume calculated above, please comment on 
whether FEI proposes any changes to the proposed Basic Charge and Delivery Charge for 
RS 2.1 and RS 2.2. If yes, please indicate what the respective rates should be. 

H. CHAPTER 13 – INDUSTRIAL RATE DESIGN FOR FORT NELSON  

 Reference: INDUSTRIAL RATE DESIGN FOR FORT NELSON 80.0
Exhibit B-1-1, Section 13.1, p. 13-4; Exhibit B-1-1-1, p. 13-3; Exhibit B-1, Section 9.5.5, 
pp. 9-16 – 9-20 
Fort Nelson Rate Schedule 25 peak day demand estimate 

On page 13-3 of Exhibit B-1-1-1 and page 13-4 of Exhibit B-1-1, FEI requests approval of the following for 
Fort Nelson Rate Schedule 5 (formerly Rate 3.1) and Rate Schedule 25 respectively: 

To set the Daily Demand equal to 1.10 multiplied by the greater of: 

i. The customer’s highest average daily consumption of any month during the 
winter period (November 1 to March 31); or 

ii. One half of the Customer’s highest average daily consumption of any month 
during the summer period (April 1 to October 31). 

On pages 9-16 to 9-20 of Exhibit B-1, FEI provided options and evaluation of methods to estimate peak 
day demand for FEI RS 5 and RS 25 customers. These options were listed as: 

i. Status Quo/Current Formula 
ii. Current Formula with Update Multiplier 

iii. FEI System Maximum Day Send Out 
iv. Average Consumption on 3 or 5 Coldest Days in Region 
v. Modified Formula 

 
Pages 9-19 and 9-20 of the Application contain an explanation for the proposed peak day demand 
estimate method for FEI. FEI explains that: 

Based on the evaluation above, FEI proposes to implement Option 5. Under this option, 
the multiplier in the Daily Demand formula is adjusted from 1.25 to 1.10 to match the 
RS 5/RS 25 customers’ corresponding demand for the average consumption during the 5 
coldest days for their region for the past 5 years compared to their peak monthly 
average consumption. The 5 year average used to calculate the updated multiplier is 
shown in the table [Table 9-11] below. 

80.1 Please provide an analysis, in a manner similar to that presented on pages 9-16 to 9-20 of 
Exhibit B-1, which illustrates how the proposed peak day estimate methodology was developed 
for Fort Nelson RS 5 and RS 25 customers. 

80.2 Please explain the benefits and the disadvantages of using the same methodology and daily 
demand multiplier for the peak day demand estimate for both FEI and Fort Nelson industrial 
customers. 

80.3 Please explain if the data displayed in Table 9-11 of Exhibit B-1 represents: (i) FEI service areas 
only and excludes Fort Nelson; or (ii) a combination of FEI and Fort Nelson service areas. 

80.4 Please provide a table in the same manner as Table 9-11 based exclusively on Fort Nelson’s 
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industrial customers. 

80.4.1 Please explain the reason for any significant differences between the figures in Table 9-
11 of Exhibit B-1 and the figures presented in response to the previous question. 

80.4.2 Please discuss the impact to Fort Nelson’s R:C and M:C ratios and rebalancing proposals 
of using an updated multiplier for the current formula based on Fort Nelson’s 5 year 
average of consumption during the 5 coldest days/peak month average (as was done 
through Table 9-11 for FEI). Please include in your response updated versions of the 
following tables with the changes highlighted: 

i. Table 13-26 (Exhibit B-1-1-1, p. 13-50);  
ii. Table 13-27 (Exhibit B-1-1-1, p. 13-51);  

iii. Table 13-29 ((Exhibit B-1-1-1, p. 13-56); and 
iv. Table 13-30 (Exhibit B-1-1-1, p. 13-57). 

80.4.3 Please explain if and how rebalancing all of Fort Nelson’s rate classes to within a 
95% to 105% R:C ratio range of reasonableness would impact your response to 
the previous question. Please provide updated tables where necessary. 

 Reference: INDUSTRIAL RATE DESIGN FOR FORT NELSON 81.0
Exhibit B-5, BCUC IRs 45.2.1 and 45.3, pp. 212-214  
Impact of RS 25 load factor on rate design proposals 

In response to BCUC IR 45.2.1, FEI presented a table that shows that the highest annual load factor for 
the current RS 25 customer from 2005 through to 2016 is 28%, including years prior to the customer 
ceasing production. In response to BCUC IR 45.3, FEI produced updated tables to show the impact to the 
COSA results and the R:C and M:C ratios of using the RS 25 customer’s current load factor of 27% instead 
of the load factor of 40% used in the Application.  
 
81.1 Using the information in FEI’s response to BCUC IR 45.3, please show the impact to FEI’s 

proposals of using the RS 25 customer’s load factor of 27% and rebalancing all rate schedules to 
within an R:C ratio range of reasonableness of 90%-110%. Please provide supporting 
explanations in your response as well as updated versions of:  

i. Table 13-27 (Exhibit B-1-1-1, p. 13-51);  
ii. Table 13-29 (Exhibit B-1-1-1, p. 13-56); and 

iii. Table 13-30 (Exhibit B-1-1-1, p. 13-57). 
 

81.2 Using the information in FEI’s response to BCUC IR 45.3, please show the impact to FEI’s 
proposals of using the RS 25 customer’s load factor of 27% and rebalancing all rate schedules to 
within an R:C ratio range of reasonableness of 95%-105%. Please provide supporting 
explanations in your response as well as updated versions of:  

i. Table 13-27 (Exhibit B-1-1-1, p. 13-51);  
ii. Table 13-29 (Exhibit B-1-1-1, p. 13-56); and  

iii. Table 13-30 (Exhibit B-1-1-1, p. 13-57). 

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

 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 82.0
Exhibit B-11, CEC IR 19.3, pp.45–46 
Historical stability of Fort Nelson’s revenue to cost ratios 

In response to CEC IR 19.3, FEI discussed the historical stability of FEI’s revenue to cost ratios for each 
rate class since the 1993 Rate Design proceeding. 
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82.1 In the same manner as FEI’s response to CEC IR 19.3, please discuss the historical stability of Fort 

Nelson’s revenue to cost ratios for each rate class since the 1993 Rate Design Application, 
including a table which quantifies Fort Nelson’s revenue to cost ratios for each rate class over 
this period.  

 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 83.0
Exhibit B-1-1-1, Section 13.7.3, Table 13-30, p. 13-57 
Comparison between FEI and Fort Nelson Delivery Rates 

On page 13-57 of Exhibit B-1-1-1, FEI presents Table 13-30 which provides a comparison between the 
rates proposed in the Application for FEI and Fort Nelson. 
 
83.1 Please provide a table in the same manner as Table 13-30 which provides a comparison 

between FEI and Fort Nelson Delivery Rates using current rates before rate design proposals. 

83.2 Please provide a table in the same manner as Table 13-30 which provides a comparison 
between FEI and Fort Nelson Delivery Rates using proposed rates if all rate classes were 
rebalanced to an R:C Ratio range of reasonableness of 95% to 105%.  

 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING 84.0
Exhibit B-1-1-1, Section 13.7.1.4, pp. 13-50 – 13-51; Exhibit A2-10, Elenchus Rate 
Design Report, p. 4 and p. 7; FEI 2016 RDA April 5, 2017 Procedural Conference 
Transcript, p. 306; Exhibit B-5, BCUC IR 3.1.1, p. 11   
Rebalancing and mitigation of rate shock for Fort Nelson customers 

On page 4 of Exhibit A2-10, Elenchus provided considerations to be relevant to the assessment of 
whether a mitigation strategy is appropriate to avoid rate shock. One consideration was: 

Mitigation of rate shock for a customer class is normally limited to circumstances in 
which there are differential rate increases to address COSA results with some classes 
outside the acceptable range. Rate shock for the customer class(es) facing the largest 
increases can be mitigated by phasing in the adjustment needed to shift all classes 
within the acceptable range. 

On page 7 of Exhibit A2-10, Elenchus states:  

When a cost allocation study indicates the need to rebalance between classes through 
differential rate increases, the full impact of the rebalancing may be spread over two or 
more years. Any class that would experience an unacceptably large rate/bill increase 
(rate shock) will receive a reduced rate increase in the first year and possible in 
subsequent years as well. Consequently, to allow the utility to recover its full revenue 
requirement, the rates for one or more other rate classes will be higher than they would 
otherwise have been. 

At the April 5, 2017 Procedural Conference in this proceeding, FEI stated: “FEI generally uses a 10 
percent increase as a general guideline for rate shock, but believes that each circumstance has to be 
looked at individually.” 
 
In response to BCUC IR 3.1, FEI stated: 

FEI believes the appropriate point of reference for the rate design bill impact guideline is 
the total customer bill. The percentage changes in individual line items on the bill are of 
limited value since they do not express the full bill impact experienced by customers 
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from the change. Further, some rate design changes are done in combinations, such as a 
shifting of cost recovery between the fixed and volumetric charges. In those situations, 
the impact of changes in individual line items are offset or partly offset by rate design 
changes affecting other line items. …  FEI may analyze the bill impact for individual rate 
design proposals, but as a guideline in setting the maximum bill impact, FEI has 
considered the combined annual impact of rebalancing as well as the individual rate 
design proposals. 

84.1 Assuming an R:C Ratio range of reasonableness for Fort Nelson of 95% to 105%, please explain 
which, if any, of the rate classes would experience rate shock if FEI performed rebalancing so 
that no rate class was outside the range of reasonableness. Please provide the supporting 
calculations with your response and updates to: 

i. Table 13-26 (Exhibit B-1-1-1, p. 13-50);  
ii. Table 13-27 (Exhibit B-1-1-1, p. 13-51);  

iii. Table 13-29 ((Exhibit B-1-1-1, p. 13-56); and 
iv. Table 13-30 (Exhibit B-1-1-1, p. 13-57). 

 
84.1.1 Given the scenario in the previous question and Elenchus’ statements in the preamble 

above, please explain how FEI could mitigate rate shock experienced by rate classes in 
response to the previous question. Please include in the analysis consideration for other 
rate changes that may occur concurrently, for example rate changes as a result of a 
revenue requirements proceeding. 

84.2 Please state the period of time, in years and months, that FEI would require to use a phased-in 
approach to bring any rate class within an R:C Ratio range of reasonableness of 95% to 105% 
while avoiding rate shock. Please provide supporting calculations and explanations for your 
response. 

84.3 Please discuss the advantages and disadvantages of using a phased approach over several years 
to mitigate rate shock. 

84.4 Please list and explain other approaches used to mitigate rate shock that occurs as a result of 
rate design and rebalancing. 
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TRANSPORTATION SERVICE REVIEW 

J. CHAPTER 10 – TRANSPORTATION SERVICE REVIEW 

 Reference: TRANSPORTATION SERVICE REVIEW 85.0
Exhibit B-10, Cascadia 1.9 a; Exhibit B-5, BCUC 1.60.9.1, Revised Table 10.8 
FEI increased use of current tariff provisions 

In response to Cascadia IR 1.9 a, FEI described how FEI has increased warnings to Shipper Agents since 
the Commission issued its decision in the FEI Application to Amend the Balancing Charges for Rate 
Schedules 23, 25, 26 and 27 (Monthly Balancing Charge Decision). FEI stated: 

Since the Monthly Balancing Decision, and in particular over the last winter, FEI has 
issued approximately 10 warnings per week, both verbally and in writing to Shipper 
Agents to correct nominating practices. On about five occasions over the last winter, FEI 
physically amended the nominations of Shipper Agents. These warnings and actions 
were issued to correct both over-supply and under-supply situations. 

85.1 Please provide more details regarding the magnitude of the over-supply and under-supply 
situations these warnings were issued for, how quickly Shipper Agents rectified the situation(s) 
and the nature of the reasons provided by the Shipper Agent(s), if any, for the over-supply or 
under-supply situation.  

85.1.1 Please describe the extent to which these warnings were either a) as a response to an 
increase in the magnitude and number of over-supply and under-supply situations or b) 
as an increased overall effort on FEI's part to manage balances more tightly than has 
been FEI's practice in the past. 

85.1.2 To what extent were the Shipper Agents in question the same ones which are above the 
red 10 percent tolerance line in the Revised Table 10.8 in BCUC 1.60.9.1? 

 Reference: TRANSPORTATION SERVICE REVIEW 86.0
Exhibit B-5, BCUC 1.55.1.1; Exhibit B-8, BCOAPO 1.10.1.b; Exhibit B-10, Cascadia 1.7.c 
Consequences of incenting new balancing behaviour  

In response to BCOAPO IR 1.10.1 b, FEI stated: 

If Shipper agents improve their imbalance management in response to the daily 
balancing and revised balancing tolerances proposed in the Application, FEI expects a 
reduction in overall variable costs to balance the system. .... FEI has not estimated the 
extent of the variable costs reduction as this will depend on how Shipper Agents 
respond to the balancing requirements... 

In response to BCUC IR 1.55.1.1, FEI stated: 

In general, daily balanced groups tend to pack while monthly balanced groups tend to 
draft the system. Although the aggregated inventory levels are typically positive, as 
indicated in the below figures, the two balancing practices clearly incent different 
behaviour. FEI would like to remove monthly balancing provisions to incent consistent 
balancing behaviours across all Shipper Agents. 

In response to Cascadia IR 1.7 c regarding the potential impact of the proposed balancing changes, FEI 
stated: “FEI recognizes that exclusive daily balancing provisions may incent Shipper Agents to over-
deliver in order to avoid potential charges.” 
86.1 Does FEI anticipate that the proposed change to exclusive daily balancing may result in a 
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tendency for the aggregated transportation service inventory levels to be greater positive 
balances than those currently experienced?  

86.1.1 If not, why not? If so, please discuss the potential for an overall increase in the positive 
aggregate transportation service inventory levels to alter the nature and operation of 
the midstream portfolio required to balance the system such that there is a resulting 
associated increase in the midstream portfolio costs.  

 Reference: TRANSPORTATION SERVICE REVIEW 87.0
Exhibit E-1, Teck Coal Letter of Comment, pp. 1–2; Exhibit B-13, FEI Response to Teck 
Coal, p. 2; Exhibit B-5, BCUC 1.56.1  
Application of proposed balancing changes to Rate Schedule 22B   

In the Teck Coal Limited (Teck Coal) Letter of Comment to the Commission dated June 26, 2017, Teck 
Coal states: 

FEI does not provide balancing services to RS 22B customers; no FEI midstream 
resources are used to balance Teck Coal's account. Teck Coal takes delivery at 
Sparwood. With Teck Coal being the only large industrial load served from the 
Sparwood tap, the physical setup is different than RS 22 customers: Teck Coal is 
balancing the tap, not FEI. 

In response to Teck Coal's Letter of Comment, FEI states: 

Historically, each individual shipper in the Columbia Region had an Operating Balancing 
Agreement (OBA) with Foothills BC. The process of managing OBAs with individual 
shippers  proved to be onerous for TransCanada. Approximately 10 years ago, FEI 
entered into OBAs with Foothills BC to manage FEI’s sales and transportation service 
loads directly with TransCanada.  

Today, FEI holds OBAs for each of the seven connection points with Foothills BC. 
Foothills BC requests that FEI balance its supply and demand at the interconnecting 
points in the Columbia Region.  

In response to BCUC IR 1.56.1, FEI stated: 

All Shipper Agents today have access to [FEI's Web Information and Nomination System 
(WINS)], which is a self-serve web based application to view individual customer and 
group demand by day, historical customer consumption, authorized supply from the 
interconnects, system inventory and imbalances. All Shipper Agents also have the ability 
to make intraday nomination changes to reflect changes in demand caused by weather 
or customer behaviour. 

87.1 When the management of the OBAs moved from the individual shippers in the Columbia Region 
to FEI, please describe how these changes were communicated to FEI's Rate Schedule 22B (RS 
22B) customers. Please provide copies of any relevant correspondence. 

87.2 Please describe the extent to which FEI’s RS 22B customers, or Shipper Agents acting on their 
behalf, are currently required to use the FEI WINS system to manage their account inventories.  

87.2.1 Are FEI’s RS 22B customers, or Shipper Agents acting on their behalf, currently required 
to use the FEI WINS system to communicate nominations for their supply requirements 
to FEI for the interconnection point between FEI and Foothills BC?  

87.2.2 As the interconnecting pipeline, does TransCanada currently require FEI to provide the 
Shipper Agent’s requested supply requirement for moving gas from the Foothills BC 
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system to the FEI system on a daily basis and then, in turn, does TransCanada 
communicate authorized supply quantities to FEI on behalf of the FEI RS 22B customers 
just as Westcoast Energy Inc. (Westcoast) does with FEI for FEI's transportation service 
customers who source their supply through an FEI/Westcoast interconnect point? If not, 
why not? 

87.3 To the extent RS 22B customers’ account balances may have been managed differently than 
other transportation service customers on the FEI system to-date, please discuss whether it 
might be appropriate to provide RS 22B customers a longer period than FEI’s other 
transportation service customers to transition to the proposed balancing requirements. 

 Reference: TRANSPORTATION SERVICE REVIEW 88.0
Exhibit B-5, BCUC 1.60.6 and 1.60.7 
Impact of RNG on daily balancing requirements  

In response to BCUC IRs 1.60.6 and 1.60.7 regarding how the supply of renewable natural gas (RNG) 
under Rate Schedule 11B is accounted for in the Shipper Agent group inventories, FEI stated: 

In addition to FEI, at presents there are three other Shipper Agents representing six 
transportation customers that are actively purchasing RNG volumes from FEI under RS 
11B. ... The RNG supply is captured in WINS and can be viewed into the Shipper Agent's 
group in which the transportation customer resides. RNG sales quantities are typically 
transferred into the group once a month in a lump sum. ..... It is not factored into or 
added to the direct physical supply on the day but, given that the supply inflates the 
Shipper Agent's inventory, it does impact the determination of balancing charges. 

88.1 Are RNG sales under Rate Schedule 11B typically a periodic lump sum sale or is it a daily quantity 
delivered over an agreed time period? 

88.2 If FEI’s sales of RNG to transportation service customers significantly increase over time, does 
FEI foresee that the practice of lump sum transfers of RNG sales into a Shipper Agent group may 
impact FEI’s ability to effectively use the proposed daily balancing provisions to balance the 
system?  

 Reference: TRANSPORTATION SERVICE REVIEW 89.0
Exhibit B-11, CEC 1.56.1  
Estimated balancing revenue credited to sales customers through MCRA  

In response to CEC IR 1.56.1 which asked FEI to provide an estimate of the amounts FEI expects to be 
credited back to the midstream portfolio, FEI provided, for illustration purposes, an estimate of charges 
of approximately $1.4 million that potentially could have been collected in 2015 under the assumption 
that all transportation groups were required to balance daily within a 10 percent tolerance.  
 
89.1 Please confirm, or otherwise explain, that all Balancing Charge revenue collected from 

transportation service customers under the current transportation service tariffs is credited 
back to the midstream portfolio. 

89.2 Please provide a table showing the Balancing Charge revenue amounts from daily balanced 
groups and monthly balanced groups, respectively, collected and credited back to the 
midstream portfolio for each calendar year from 2012 through 2016. 
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 Reference: TRANSPORTATION SERVICE REVIEW 90.0
Exhibit B-5, BCUC 1.60.1, 1.60.9.1 and 1.60.9.2 
FEI as Shipper Agent for Rate Schedule 14A customers  

In response to BCUC IR 1.60.1, FEI stated: 

Rate Schedule 14A provides a positive benefit to the costs of the core. ... The core 
market receives any proceeds from the spread between market factor premium and 
actual costs, which are reported in the annual RS 14A Purchase and Sales Summary to 
the Commission. 

FEI also provides a table in response to BCUC IR 1.60.1 setting out the Balancing Gas quantities incurred 
by FEI in its role as Shipper Agent for Rate Schedule 14A customers over the period from January 2012 
through April 2017. 
 
In the revised Table 10-8 that was provided in response to BCUC IR 1.60.9.1 FEI’s monthly balanced LML 
group is second highest in the ranking of Shipper Agent groups in terms of imbalance levels. In response 
to BCUC IR 1.60.9.2 regarding FEI’s history of balancing in its role as Shipper Agent, FEI states “Since the 
monthly balancing gas charge proceeding in the second half of 2014, FEI has adjusted its nomination 
processes for RS 14A and is now more closely managing supply and demand.” 
 
90.1 Do FEI personnel who act as a Shipper Agent for Rate Schedule 14A customers rely on the WINS 

system to manage their Shipper Agent group with the same access and timing afforded other 
Shipper Agents through WINS or are they able to access the supply and demand data through 
alternate avenues within FEI? If the latter is the case, please elaborate. 

90.2 Please confirm, or otherwise explain, that the Balancing Charges associated with the Balancing 
Gas quantities incurred by FEI in its role as Shipper Agent for Rate Schedule 14A customers are 
included as part of the cost of the Rate Schedule 14A purchases. 

90.3 Please provide a table showing the following Rate Schedule 14A data for each year for the 
period from 2012 to 2016: 

• Rate Schedule 14A Purchases (GJ) 
• Rate Schedule 14A Purchase Costs ($) 
• Rate Schedule 14A Sales (GJ) 
• Rate Schedule 14A Sales Revenue ($) 
• Balancing Gas Incurred by FEI for RS 14A (GJ) 
• Balancing Charges Incurred for RS 14A($) 
• Net Revenue Credited to Core ($) 

 
90.4 Does FEI have any objections if the Commission were to direct FEI to include reporting on FEI's 

incurred balancing charges as part of the annual compliance report to the Commission on Rate 
Schedule 14A gas purchases and sales? If so, please elaborate. 
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	81.0 Reference: INDUSTRIAL RATE DESIGN FOR FORT NELSON Exhibit B-5, BCUC IRs 45.2.1 and 45.3, pp. 212-214  Impact of RS 25 load factor on rate design proposals
	81.1 Using the information in FEI’s response to BCUC IR 45.3, please show the impact to FEI’s proposals of using the RS 25 customer’s load factor of 27% and rebalancing all rate schedules to within an R:C ratio range of reasonableness of 90%-110%. Ple...
	81.2 Using the information in FEI’s response to BCUC IR 45.3, please show the impact to FEI’s proposals of using the RS 25 customer’s load factor of 27% and rebalancing all rate schedules to within an R:C ratio range of reasonableness of 95%-105%. Ple...


	I. Chapter 13 – Fort Nelson final cost of service results and rebalancing
	82.0 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-11, CEC IR 19.3, pp.45–46 Historical stability of Fort Nelson’s revenue to cost ratios
	82.1 In the same manner as FEI’s response to CEC IR 19.3, please discuss the historical stability of Fort Nelson’s revenue to cost ratios for each rate class since the 1993 Rate Design Application, including a table which quantifies Fort Nelson’s reve...

	83.0 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-1-1-1, Section 13.7.3, Table 13-30, p. 13-57 Comparison between FEI and Fort Nelson Delivery Rates
	83.1 Please provide a table in the same manner as Table 13-30 which provides a comparison between FEI and Fort Nelson Delivery Rates using current rates before rate design proposals.
	83.2 Please provide a table in the same manner as Table 13-30 which provides a comparison between FEI and Fort Nelson Delivery Rates using proposed rates if all rate classes were rebalanced to an R:C Ratio range of reasonableness of 95% to 105%.

	84.0 Reference: FORT NELSON FINAL COST OF SERVICE RESULTS AND REBALANCING Exhibit B-1-1-1, Section 13.7.1.4, pp. 13-50 – 13-51; Exhibit A2-10, Elenchus Rate Design Report, p. 4 and p. 7; FEI 2016 RDA April 5, 2017 Procedural Conference Transcript, p. ...
	84.1 Assuming an R:C Ratio range of reasonableness for Fort Nelson of 95% to 105%, please explain which, if any, of the rate classes would experience rate shock if FEI performed rebalancing so that no rate class was outside the range of reasonableness...
	84.1.1 Given the scenario in the previous question and Elenchus’ statements in the preamble above, please explain how FEI could mitigate rate shock experienced by rate classes in response to the previous question. Please include in the analysis consid...

	84.2 Please state the period of time, in years and months, that FEI would require to use a phased-in approach to bring any rate class within an R:C Ratio range of reasonableness of 95% to 105% while avoiding rate shock. Please provide supporting calcu...
	84.3 Please discuss the advantages and disadvantages of using a phased approach over several years to mitigate rate shock.
	84.4 Please list and explain other approaches used to mitigate rate shock that occurs as a result of rate design and rebalancing.


	Transportation Service Review
	J. CHAPTER 10 – Transportation service review
	85.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-10, Cascadia 1.9 a; Exhibit B-5, BCUC 1.60.9.1, Revised Table 10.8 FEI increased use of current tariff provisions
	85.1 Please provide more details regarding the magnitude of the over-supply and under-supply situations these warnings were issued for, how quickly Shipper Agents rectified the situation(s) and the nature of the reasons provided by the Shipper Agent(s...
	85.1.1 Please describe the extent to which these warnings were either a) as a response to an increase in the magnitude and number of over-supply and under-supply situations or b) as an increased overall effort on FEI's part to manage balances more tig...
	85.1.2 To what extent were the Shipper Agents in question the same ones which are above the red 10 percent tolerance line in the Revised Table 10.8 in BCUC 1.60.9.1?


	86.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-5, BCUC 1.55.1.1; Exhibit B-8, BCOAPO 1.10.1.b; Exhibit B-10, Cascadia 1.7.c Consequences of incenting new balancing behaviour
	86.1 Does FEI anticipate that the proposed change to exclusive daily balancing may result in a tendency for the aggregated transportation service inventory levels to be greater positive balances than those currently experienced?
	86.1.1 If not, why not? If so, please discuss the potential for an overall increase in the positive aggregate transportation service inventory levels to alter the nature and operation of the midstream portfolio required to balance the system such that...


	87.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit E-1, Teck Coal Letter of Comment, pp. 1–2; Exhibit B-13, FEI Response to Teck Coal, p. 2; Exhibit B-5, BCUC 1.56.1  Application of proposed balancing changes to Rate Schedule 22B
	87.1 When the management of the OBAs moved from the individual shippers in the Columbia Region to FEI, please describe how these changes were communicated to FEI's Rate Schedule 22B (RS 22B) customers. Please provide copies of any relevant corresponde...
	87.2 Please describe the extent to which FEI’s RS 22B customers, or Shipper Agents acting on their behalf, are currently required to use the FEI WINS system to manage their account inventories.
	87.2.1 Are FEI’s RS 22B customers, or Shipper Agents acting on their behalf, currently required to use the FEI WINS system to communicate nominations for their supply requirements to FEI for the interconnection point between FEI and Foothills BC?
	87.2.2 As the interconnecting pipeline, does TransCanada currently require FEI to provide the Shipper Agent’s requested supply requirement for moving gas from the Foothills BC system to the FEI system on a daily basis and then, in turn, does TransCana...

	87.3 To the extent RS 22B customers’ account balances may have been managed differently than other transportation service customers on the FEI system to-date, please discuss whether it might be appropriate to provide RS 22B customers a longer period t...

	88.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-5, BCUC 1.60.6 and 1.60.7 Impact of RNG on daily balancing requirements
	88.1 Are RNG sales under Rate Schedule 11B typically a periodic lump sum sale or is it a daily quantity delivered over an agreed time period?
	88.2 If FEI’s sales of RNG to transportation service customers significantly increase over time, does FEI foresee that the practice of lump sum transfers of RNG sales into a Shipper Agent group may impact FEI’s ability to effectively use the proposed ...

	89.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-11, CEC 1.56.1  Estimated balancing revenue credited to sales customers through MCRA
	89.1 Please confirm, or otherwise explain, that all Balancing Charge revenue collected from transportation service customers under the current transportation service tariffs is credited back to the midstream portfolio.
	89.2 Please provide a table showing the Balancing Charge revenue amounts from daily balanced groups and monthly balanced groups, respectively, collected and credited back to the midstream portfolio for each calendar year from 2012 through 2016.

	90.0 Reference: TRANSPORTATION SERVICE REVIEW Exhibit B-5, BCUC 1.60.1, 1.60.9.1 and 1.60.9.2 FEI as Shipper Agent for Rate Schedule 14A customers
	90.1 Do FEI personnel who act as a Shipper Agent for Rate Schedule 14A customers rely on the WINS system to manage their Shipper Agent group with the same access and timing afforded other Shipper Agents through WINS or are they able to access the supp...
	90.2 Please confirm, or otherwise explain, that the Balancing Charges associated with the Balancing Gas quantities incurred by FEI in its role as Shipper Agent for Rate Schedule 14A customers are included as part of the cost of the Rate Schedule 14A p...
	90.3 Please provide a table showing the following Rate Schedule 14A data for each year for the period from 2012 to 2016:
	90.4 Does FEI have any objections if the Commission were to direct FEI to include reporting on FEI's incurred balancing charges as part of the annual compliance report to the Commission on Rate Schedule 14A gas purchases and sales? If so, please elabo...




1) Approved 2016 Test Yr

				Column 1		Column 2		Column 3		Column 4		Column 5		Column 6		Column 7		Column 8		Column 9		Column 10		Column 11



										Proposed Rates



				Rate Schedules and Contract Customers		Annual Volume (GJ)(1)				Final Allocated delivery cost of service based on FEI's Proposals in the 2016 Rate Design Application ($)(2)												Total Final Allocated 
Delivery Cost of Service ($)(2), (3)		Total Proposed 
Delivery Revenue ($)(2)

						Firm		Interruptible		Gas Supply Operations		Transmission		Distribution		LNG Storage		Marketing		Customer Accounting

		Row 1		RS 1
Residential Service

		Row 2		RS 2
Small Commercial Service

		Row 3		RS 3/23
Large Commercial Sales and Transportation Service

		Row 4		RS 5/25
General Firm Sales and Transportation Service

		Row 5		RS 6/6P
Natural Gas Vehicle Service

		Row 6		RS 22(4)
Large Volume Transportation Service

		Row 7		RS 22A
Transportation Service Inland Service Area (Closed)

		Row 8		RS 22B
Transportation Service Columbia Service Area (Closed)

		Row 9

		Row 10		Creative Energy

		Row 11		BC Hydro IG

		Row 12		VIGJV

		Row 13

		Row 14		RS 4
Seasonal Firm Gas Service

		Row 15		RS 7/27
General Interruptible Sales and Transportation Service

		Row 16		Total





				Notes

				(1) Annual Volume should be based on the approved 2016 test year.

				(2) Data should exclude the Cost of Gas (Commodity and Midstream).

				(3) Total allocated delivery cost of service based on FEI's rate design proposals should equal to the sum of columns 4 through 9.

				(4) Excludes Creative Energy, BC Hydro IG and VIGJV, which are shown separately. 





2) Approved 2016 Test Yr

				Column 1		Column 2		Column 3		Column 4		Column 5		Column 6		Column 7		Column 8		Column 9		Column 10		Column 11



										Existing Rates



				Rate Schedules and Contract Customers		Annual Volume (GJ)(1)				Initial Allocated delivery cost of service based on FEI's existing rates ($)(2)												Total Initial Allocated 
Delivery Cost of Service ($)(2), (3)		Total Existing 
Delivery Revenue ($)(2)

						Firm		Interruptible		Gas Supply Operations		Transmission		Distribution		LNG Storage		Marketing		Customer Accounting

		Row 1		RS 1
Residential Service

		Row 2		RS 2
Small Commercial Service

		Row 3		RS 3/23
Large Commercial Sales and Transportation Service

		Row 4		RS 5/25
General Firm Sales and Transportation Service

		Row 5		RS 6/6P
Natural Gas Vehicle Service

		Row 6		RS 22(4)
Large Volume Transportation Service

		Row 7		RS 22A
Transportation Service Inland Service Area (Closed)

		Row 8		RS 22B
Transportation Service Columbia Service Area (Closed)

		Row 9

		Row 10		Creative Energy

		Row 11		BC Hydro IG

		Row 12		VIGJV

		Row 13

		Row 14		RS 4
Seasonal Firm Gas Service

		Row 15		RS 7/27
General Interruptible Sales and Transportation Service

		Row 16		Total





				Notes

				(1) Annual Volume should be based on the approved 2016 test year.

				(2) Data should exclude the Cost of Gas (Commodity and Midstream).

				(3) Total allocated delivery cost of service based on FEI's rate design proposals should equal to the sum of columns 4 through 9.

				(4) Excludes Creative Energy, BC Hydro IG and VIGJV, which are shown separately. 





3) Actual 2016 Throughput

				Column 1		Column 2		Column 3		Column 4		Column 5



				Rate Schedules and Contract Customers		No. of Customers		2016 Annual Volume (GJ)(1)

								Firm		Interruptible		Total

		Row 1		RS 1
Residential Service

		Row 2		RS 2
Small Commercial Service

		Row 3		RS 3/23
Large Commercial Sales and Transportation Service

		Row 4		RS 5/25
General Firm Sales and Transportation Service

		Row 5		RS 6/6P
Natural Gas Vehicle Service

		Row 6		RS 22(2)
Large Volume Transportation Service

		Row 7		RS 22A
Transportation Service Inland Service Area (Closed)

		Row 8		RS 22B
Transportation Service Columbia Service Area (Closed)

		Row 9		Creative Energy

		Row 10		BC Hydro IG

		Row 11		VIGJV

		Row 12		RS 4
Seasonal Firm Gas Service

		Row 13		RS 7/27
General Interruptible Sales and Transportation Service

		Row 14		Total





				Notes

				(1) Annual Volume should show the actual 2016 throughput.

				(2) Excludes Creative Energy, BC Hydro IG and VIGJV, which are shown separately. 





BCUC IR 65.1

				Fixed and variable cost recovery

				Description		Existing Basic Charge		Percentage Increase in the Basic Charge 
(with offsetting decrease in volumetric charge)



								5%		10%		15%

				A) Daily Basic Charge ($/day)		0.389		0.4085		0.4279		0.4474

				B) Monthly Basic Charge ($/month) [A*365.25/12]		11.84		12.43		13.02		13.62

				C) % Recovery of customer-related costs from:

				i) Basic Charge		44%		46%		48%		50%

				ii) Volumetric Delivery Charge		56%		54%		52%		50%

				D) % Recovery of total customer and demand-related costs from:

				i) Basic Charge		27%		28%		30%		31%

				ii) Volumetric Delivery Charge		73%		72%		70%		69%





