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Fortis BC Energy Inc. 
Application for Approval of Tariff Changes to Rate Schedule 46 – Liquefied Natural Gas Sales, 

Dispensing and Transportation Service on a Permanent Basis,  
Effective April 1, 2019 and May 1, 2019 

 
INFORMATION REQUEST NO. 1 TO FORTIS BC ENERGY INC. 

 
 

 Reference: BACKGROUND 1.0
Exhibit B-2, April 2019 Application, Background, p. 2 
RS 46 market-based indexed rate  

On page 2 of the April 2019 Application, FortisBC Energy Inc. (FEI) states: 

The LNG sales, dispensing, and transportation service offered by FEI under RS 46 
commenced in 2013, provides LNG service to customers who have invested in LNG 
fleets and equipment. 

Since inception of the LNG service, the commodity rate in RS 46 has been set on a 
market based index at the Huntingdon/Sumas market hub. The commodity rate for 
RS46 is set to the Sumas Monthly Index Price plus the Market Factor. The Sumas 
Monthly Index Price is set by Platts, and is based on transaction data collected for the 
last five business days of a month, also known as bidweek, which establishes the Sumas 
Monthly Index Price for the subsequent month. The Sumas Monthly Index Price set 
during bidweek is derived from prevailing market conditions in the region, including 
weather, regional storage inventory levels, and any pipeline operational issues. 

The theory behind setting the commodity rate in RS 46 on a market-based indexed rate 
was the premise that RS 46 customers would be operationally similar to FEI’s industrial 
customers, many of whom choose to take service under FEI’s transportation service rate 
schedules. Transportation service customer choose transport service because they have 
access to the expertise and a desire to manage their natural gas commodity supply 
requirements and costs, either on their own or through a marketer. 

1.1 Please provide the number of customers taking service under Rate Schedule (RS) 46, the 
Liquefied Natural Gas (LNG) service type and the associated aggregate volumes for each year 
since 2013. 

1.2 Please explain if FEI estimated the number of RS 46 customers that would purchase commodity 
supply from FEI, based on the Sumas Monthly Index Price, and from gas marketers when RS 46 
commenced in 2013. 

1.2.1 If yes, please provide these estimates. 

1.2.2 If not, why were these estimates not made? 

1.3 Is FEI aware of the charges paid by transportation service customers purchasing the commodity 
through a gas marketer? 
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1.3.1 If yes, please provide a graph comparing the commodity rate in RS 46 and the rates paid 
through a gas marketer. 

1.4 Please explain how FEI calculates the Market Factor. Please provide all supporting calculations in 
the response. 

1.4.1 Please confirm, or explain otherwise, that the Market Factor is calculated and applied 
on a monthly basis. 

1.4.2 Please discuss if the Market Factor is a fixed or floating premium above the Sumas 
Monthly Index Price. 

1.4.3 Please discuss if the Market Factor is based on delivered volumes.  

1.4.4 Please comment on whether the Market Factor could be considered a risk premium or 
portfolio fee charged by FEI to RS 46 customers to secure delivery of supply the 
following month. 

1.4.4.1 If not, please explain the purpose of the Market Factor. 

1.5 Please explain if FEI or any of its RS46 customers, have previously raised the potential for the RS 
46 rate to be amended from the monthly Sumas Monthly Index Price plus the market factor. 
Please provide a summary of any feedback received in your response. 

 Reference: HUNTINGDON/SUMAS SUPPLY RISK 2.0
Exhibit B-2, Huntingdon/Sumas Supply Risk, pp. 3, 6 
Sumas supply and price volatility 

On page 3 of the April 2019 Application, FEI states: 

The majority of the supply at the Huntingdon/Sumas market hub is from a single source 
[Emphasis added], namely, the Enbridge T-South system. This reliance on a single source 
of supply, combined with regional market forces, can severely disconnect Sumas prices 
from other market hub prices, such as AECO/NIT and Station 2… This volatility risk is one 
of the primary reasons why FEI moved away from purchasing Huntingdon supply in its 
2013/2014 Annual Contracting Plan (ACP). 

On page 6 of the April 2019 Application, FEI provides the following: 
 

 

FEI expects that price volatility will continue in the Sumas market because of the 
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constrained regional infrastructure, particularly in the winter, and the uncertainty over 
when and/or if Enbridge will be able to return the T-South pipeline back to its normal 
operating pressure. 

2.1 Please explain if FEI considered any alternative indices or pricing methods for the commodity 
rate RS 46 customer would pay. 

2.1.1 If yes, please explain the pros and cons of each alternative method. 

2.1.2 If not, why were alternatives not considered?  

2.2 Please explain why FEI based the commodity rate in RS 46 on the Sumas Monthly Index Price 
when the price volatility of the Sumas /Huntington hub was already a cause for concern to FEI.  

2.3 Please explain if there was a specific event or events that caused FEI to move away from 
Huntingdon supply in the 2013/2014 ACP? 

2.4 FEI states that the “majority” of supply at Huntingdon/Sumas market hub is from a single 
source. Please discuss the other supply source(s) for delivery of commodity at the 
Huntingdon/Sumas hub.  

2.4.1 Please discuss whether FEI has contracted for any of these other sources of supply in the 
2018/19 or 2019/20 ACPs. 

2.4.2 Please provide a volumetric comparison of daily deliveries at the Huntingdon/Sumas 
hub between T-South and any other source. 

2.5 Please update Figure 3 to include FEI’s monthly Market Factor and the commodity-related 
charges in FEI’s sales bundled rate schedules. 

2.6 Please provide daily and monthly price graphs comparing the Sumas, AECO/NIT and Station 2 
prices for the last 10 years. 

2.6.1 Please provide the monthly price correlation between Sumas and AECO/NIT and Sumas 
and Station 2 over the last 10 years. 

2.7 Please provide a graph that displays the volatility observed at the Huntington/Sumas hub for 
Sumas daily and monthly prices over the last 10 years. 

2.8 Has Enbridge provided FEI with any updates on the status of the T-South pipeline, including any 
estimates of when the pipeline may be able to run at full operating pressure? Please elaborate. 

 Reference: AMENDMENT TO THE RS 46 COMMODITY RATE 3.0
Exhibit B-2, Background, pp. 2–3;  
Exhibit B-2, The Proposed Solution – Amendment to RS 46 Commodity Rate, pp. 7–9;  
Amendment to RS 46 Commodity Rate and Approval of Tariff changes 

On pages 2 and 3 of the April 2019 Application, FEI states: 

At this time, RS 46 customers do not have a similar bundled sales service option 
available whereby FEI manages their commodity supply requirements and costs through 
FEI’s commodity portfolio…. 

RS 46 customers typically do not have the operational flexibility to reduce, delay, or stop 
service if fuel costs increase. For most RS 46 customers, their business operations 
require them to provide continuous service to their customers. 

On page 7 of the April 2019 Application, FEI states: 

FEI is proposing to amend the commodity charges in RS 46 to align with the commodity-
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related charges in FEI’s sales service bundled rate schedules. The proposed amendments 
are intended to align with the bundled service expectation of RS 46 customers, to more 
accurately reflect how FEI actually purchases the commodity for RS 46, and to address 
concerns about Huntingdon/Sumas price volatility… Based on a review of the current 
demand profile of FEI’s bundled sales service rate schedules, the aggregate demand 
profile of RS 46 customers at current demand levels is most similar to the demand 
profile of RS 5 – General Firm Service customers…The proposed amendments more 
accurately reflect how FEI actually purchases and manages the commodity for RS 46 
customers through its portfolio in the ACP. 

3.1 Please discuss how FEI determined that the aggregate demand profiles for RS 46 customers 
were most similar to RS 5 customer demand profiles. 

3.2 Please provide a demand profile comparison of RS 46 and RS 5 customers. 

3.2.1 Please provide the criteria used by FEI to establish if a customer is classified as RS 46 or 
RS 5. 

3.3 Please discuss the differences between the ways in which FEI actively manages the commodity 
supply for RS 46 customers through the ACP compared to the Market Factor that FEI applies to 
the current RS 46 tariff. 

3.4 Please explain if amending the RS 46 commodity charges from a market-based charge to the 
charges in bundled rate schedules impacts FEI’s ACP.  

3.4.1 If yes, please explain how. 

3.5 Please provide an estimate of the number of RS 46 customers that will take RS 46 service under 
the proposed commodity-related bundled rate schedule. 

3.6 Please provide an estimate of the number of RS 46 customers likely to use a gas marketer under 
the proposed commodity-related bundled rate schedule. 

3.7 Please confirm, or explain otherwise, that the proposed changes could affect FEI’s aggregate 
demand forecast.  

3.8 Please discuss if aligning the commodity charges in RS 46 with the commodity-related charges in 
FEI’s sales service bundled rate schedules reduce the ability for large LNG customers to receive 
appropriate price signals and reduce demand in times of system shortage. 

3.8.1 In FEIs’ view, could a customer be incentivised to arbitrage between a lagged FEI 
commodity rate and the spot price, if FEI’s proposals to change from the current 
market- based commodity RS 46 rate to the commodity-related charges in the bundled 
rate schedules are approved? Please discuss. 

3.8.2 Please discuss the impact, if any, on FEI’s supply resources in this event. 

3.8.3 Please explain how FEI could mitigate the effects on FEI’s supply resources in this event. 
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 Reference: AMENDMENT TO THE RS 46 COMMODITY RATE 4.0
Exhibit B-2, Appendix C, Table of Charges  
Spot Charge and Approval of Tariff changes 

In Appendix C - Table of Charges of the April 2019 Application, FEI states the following: 
 

 
4.1 Please explain what the LNG spot charge is. 

4.1.1 Please explain how the LNG spot charge is calculated.  

4.1.2 Please explain how a spot charge can be fixed for 2019 when a spot market is for 
immediate delivery of a commodity. 

4.2 Could a fixed LNG spot charge lead to a spot customer arbitraging between the quoted 2019 
LNG spot charge and the spot price in the market? Please discuss. 

4.2.1 Please discuss the impact, if any, on FEI’s supply resources in this event. 

4.3 Please confirm, or explain otherwise, that LNG Facility Charges, Electricity Surcharges, and LNG 
Spot Charges for 2020 and thereafter should refer to Note 4 in the Tariff and not Note 3. 

4.3.1  If confirmed, please provide a corrected version of the Tariff page. 

 Reference: AMENDMENT TO THE RS 46 COMMODITY RATE 5.0
Exhibit B-2, The Proposed Solution – Amendment to RS 46 Commodity Rate, pp. 6, 8 
Exhibit B-1, (March 2019 Application), Conclusion, p.2;  
Exhibit B-1, Appendix B - Rate Schedule 46 Tariff, Section 5.2;  
RS 46 Customer concerns and FEI communication 

On page 6 of the April 2019 Application, FEI states: 

[W]ith the significantly higher and fluctuating commodity prices these customers have 
experienced since the T-South Incident, RS 46 customers have raised significant 
concerns regarding the financial impact to their operations arising from their ongoing 
exposure to commodity cost volatility. 

On page 8 of the April 2019 Application, FEI states: 

[T]he proposed amendments to align the commodity rate structure of RS 46 with that of 
a firm bundled sales service offering, such as RS 5 which includes FEI-managed 
commodity charges, more accurately reflects the nature of the service which RS 46 
customers expect and require. If any large-volume RS 46 customers wish to manage 
their own commodity portfolio, RS 46 will continue to have provide such customers with 
the option to choose transportation service. 

5.1 Please provide a summary of feedback from RS 46 customers received by FEI in relation to their 
concerns around Sumas volatility. 

5.2 Please discuss if FEI has communicated its proposals to change the current RS 46 rate from the 
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Sumas Monthly Index Price to the charges in bundled rate schedules with RS 46 customers. 

5.2.1 Have any RS 46 customers provided a response to these proposals? Please provide a 
summary of feedback received.  

 
On page 2 of the March 2019 Application, FEI states: 

In anticipation of the expiration of these temporary tariff changes, in early March, FEI 
contacted the customers who participated in the SRP by email to advise them of FEI’s 
intention to request that these temporary tariff changes be made permanent. FEI asked 
that these customers contact us if they had any concerns or issues with this approach. 
To date, no feedback has been received. 

In the March 2019 Application Appendix B, FEI states: 

If FortisBC Energy determines that curtailment under this Section is required, FortisBC 
Energy will curtail in the following manner: 

(a) Spot LNG Service will be curtailed first. 

(b) If further curtailment is required, then Customers that provide written notice to 
FortisBC Energy that they agree to be curtailed in whole or in part will be curtailed to 
the extent agreed to in their written notice. 

(c) If further curtailment is required, then Short-Term LNG Service will be curtailed 
before Long-Term LNG Service. Short-Term LNG Service will be curtailed pro-rata based 
on Contract Demand. 

(d) If further curtailment is required, then Long-Term LNG Service with a Contract Term 
of between five (5) and ten (10) years in duration will be curtailed pro-rata based on 
Contract Demand. 

(e) If further curtailment is required, then Long-Term LNG Service with a Contract Term 
longer than ten (10) years will be curtailed pro-rata based on Contract Demand.   

5.3 Please confirm that all customers have been made aware of the order of curtailment. 

5.3.1 If confirmed, please provide a summary of the feedback FEI has received. 

5.4 Please confirm whether any additional feedback has been received since the filing of the March 
2019 Application (i.e. March 21, 2019). 

5.4.1 If confirmed, provide a summary of the feedback FEI has received. 
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