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A. EVOLVING OPERATING ENVIRONMENT 

 Reference: EVOLVING OPERATING ENVIRONMENT 
Exhibit B-10, BCUC IR 1.1 
Customer Expectations 

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 1.1, FortisBC 
Energy Inc. and FortisBC Inc. (collectively FortisBC) discussed the opportunities and challenges presented 
by rising customer expectations with respect to service, engagement channels and keeping pace with 
other service providers. 
 
FortisBC further stated in response to BCUC IR 1.1: “Generally speaking, meeting customer expectations 
with respect to service, engagement channels and keeping pace with other service providers is expected 
to support increased customer engagement and may translate to increased demand for FortisBC’s 
energy solutions and services.” 
 
154.1 Please indicate which service providers FortisBC is referring to in its response to BCUC IR 1.1 and 

the types of activities being undertaken by these service providers which FortisBC is aiming to 
keep pace with. Please clearly indicate if the service providers are electric or gas utilities (or 
both). 

 As part of the above response, please indicate if in the above-mentioned preamble 
“FortisBC’s energy solutions and services” is intended to refer to FortisBC Energy Inc. 
(FEI), FortisBC Inc. (FBC) or both. Please also describe the specific energy solutions and 
services being referenced in this statement. 
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 Reference: STAKEHOLDER ENGAGEMENT 
Exhibit B-10, BCUC IR 3.4 
Discussions with Stakeholders 

In response to BCUC IR 3.4, FortisBC stated that it met with “representatives from the Ministry of 
Energy, Mines and Petroleum Resources and the BC Business Council as part of the MRP consultation 
process.” 
 
155.1 Please explain in detail the topics discussed with: (i) the Ministry of Energy, Mines and 

Petroleum Resources; and (ii) the BC Business Council. 

155.2 Please provide any feedback given on the Multi-year Rate Plans (MRPs) by each of the Ministry 
of Energy, Mines and Petroleum Resources and the BC Business Council and explain whether 
this feedback was incorporated into the MRP application proposals. 

 As part of the above response, please specifically explain whether the Ministry of 
Energy, Mines and Petroleum Resources provided any feedback on the proposed 
Innovation Fund or on the proposed Targeted Incentives. 

B. EVALUATION OF THE CURRENT PBR PLANS 

 Reference: EVALUATION OF THE CURRENT PBR PLANS 
Exhibit B-10, BCUC IR 6.3 
Decoupling of Revenues and Costs 

In response to BCUC IR 6.3, FortisBC stated the following: 

…both FEI and FBC achieved significant O&M [Operations and Maintenance] savings 
during their PBR terms. However, the incentives to achieve these savings are not 
derived from the inclusion or quantum of the productivity factor. Rather, they are 
derived from the decoupling between revenues and costs during the Plans’ terms, the 
length of the rate period and the amount of the costs that are subject to an incentive 
framework…The X-Factor does ensure that part of the “expected” industry productivity 
growth during the Plans’ terms is passed to customers regardless of the actual 
performance of the Utilities. 

156.1 Please fully explain the statement in the above preamble that the incentives are “derived from 
the decoupling between revenues and costs during the Plans’ terms.” Please specifically refer to 
the design of FEI and FBC’s Current Performance Based Ratemaking (PBR) Plans in this response. 

156.2 Please explain if the decoupling described in the above preamble was also experienced by each 
of FEI and FBC under the cost of service rate-setting approaches in place prior to the Current 
PBR Plans due to the approved use of the Rate Stabilization Adjustment Mechanism deferral 
account (FEI) and the Revenue Variance deferral account (FBC).  

 Reference: EVALUATION OF THE CURRENT PBR PLANS 
Exhibit B-10, BCUC IR 7.1 
Compugen Contract Renewal 

In response to BCUC IR 7.1, FEI stated that negotiations for another five-year term with Compugen are 
nearing completion and the new contract is “in line with the previous contract in regards to costs and 
services.” 
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157.1 If the new contract with Compugen has now been completed, please provide a comparison of 
the costs under the new contract to the costs under the existing contract and highlight any 
differences. 

 Reference: EVALUATION OF THE CURRENT PBR PLANS 
Exhibit B-10, BCUC IR 8.1, 8.8; Exhibit B-7, Commercial Energy Consumers Association 
of BC (CEC) IR 11.1, Exhibit B-1, p. B-34; Exhibit B-1-1, Appendix B8-1, p. 6  
FEI Growth Capital 

In response to BCUC IR 8.1, FEI provided the following scenario which compared the Actual Growth 
Capital during the Current PBR Plan to the Growth Capital amount which would have occurred under a 
scenario where actual service line additions (SLAs) were used (but the 0.5 multiplier was still applied to 
the growth factor): 

 
 
In response to CEC IR 11.1, FEI provided a revised Table C1-2 from the Application which shows the 
Growth Capital recalculated using actual SLAs: 
 

 
 
158.1 Excluding the year 2014 in the table provided in response to CEC IR 11.1, which includes FortisBC 

Energy (Vancouver Island) Inc. (FEVI) and FortisBC Energy (Whistler) Inc. (FEW) amalgamated 
costs, please explain why years’ 2015 through 2018 in the “Growth Capital recalculated using 
Actual Additions” row do not agree with the “Formula” column in the response to BCUC IR 8.1. 

158.2 Please provide an additional scenario in the same format as was provided in response to BCUC 
IR 8.1 to show the annual formula amount which would have been provided if actual customer 
additions had been used instead of service line additions (but still including the 50% multiplier). 

158.3 Please provide an additional scenario in the same format as was provided in response to BCUC 
IR 8.1 to show the annual formula amount which would have been provided if the Growth 
Capital proposals included in the Application were applied during the Current PBR Plan term (i.e. 
0% X-Factor, 100% growth factor, actual customer additions). Please compare the resulting 
annual formula Growth Capital funding to the actual Growth Capital spending during the 
Current PBR Plan term. 
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In response to BCUC IR 8.8, FEI stated the following: 

The annual actual New Customer Mains amounts in Table C3-1 of the Application do not 
agree with the annual actual New Customer Mains amounts in Table A:B8-1-3 of 
Appendix B8-1 due to Pension and OPEB [Other Post-Employment Benefits] expense. 
Both the actual and allowed New Customer Mains expenditures in Table A:B8-1-3 
include Pension and OPEB adjustments whereas Table C3-1 of the Application excludes 
Pension & OPEB. 

158.4 Please explain why FEI included the Pension and OPEB adjustments in Table A:B8-1-3 of 
Appendix B8-1 for New Customer Mains. Please also provide a revised Table A:B8-1-3 which 
excludes Pension and OPEB adjustments. 

158.5 Please clarify if Table B2-4 on page B-34 of the Application includes Pension and OPEB 
adjustments. 

 Reference: EVALUATION OF THE CURRENT PBR PLANS 
Exhibit B-10, BCUC IR 8.1, 9.1 
FEI Sustainment/Other Capital Correlation Analysis 

In response to BCUC IR 9.1, FEI provided the following correlation analysis for Sustainment/Other 
Capital: 
 

 
 
159.1 Please discuss whether, based on Figure 1, the correlation between 2019 projected new 

attachments and formula-driven Sustainment/Other Capital is trending more closely than the 
correlation between 2019 projected new attachments and actual/projected Sustainment/Other 
Capital. 

 Please discuss the likely reasons for the projected trends in 2019. 

 
In response to BCUC IR 8.1, FEI provided three tables based on three scenarios described in BCUC IR 8.1. 
 
159.2 Please provide the same analysis for FEI’s Sustainment/Other Capital using the applicable 

growth factor (i.e. average number of customers) and using actual average number of 
customers instead of forecast, similar to the response to BCUC IR 8.1. 
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 Reference: EVALUATION OF THE CURRENT PBR PLAN 
Exhibit B-10, BCUC IR 8.1, 10.1, 10.2, 10.4; Exhibit B-1 , p. B-37 
FBC Regular Capital 

In Table B2-6 on page B-37 of the Application, FBC provides the capital expenditure variances during the 
Current PBR Plan term. 
 
In response to BCUC IR 8.1, FortisBC provided three tables based on three scenarios described in BCUC 
IR 8.1. 
 
160.1 Please provide the same analysis for FBC’s total formula capital (i.e. the combined 

Growth/Sustainment/Other Capital) using the applicable growth factor for FBC (i.e. average 
number of customers) and using actual average number of customers instead of forecast, similar 
to the response to BCUC IR 8.1. 

160.2 Please provide an additional scenario for FBC in the same format as was provided in response to 
BCUC IR 8.1 to show the annual formula amount which would have been provided under the 
following assumptions: 0% X-Factor, 100% growth factor, actual average number of customers. 

 
In response to BCUC IR 10.1, FBC provided the following tables: 
 

 
 
FBC also stated in response to BCUC IR 10.1 that it does not have disaggregated capital spending 
envelopes or formula calculations and that “An arbitrary calculation of formulaic capital components 
reflects neither the determination of FortisBC’s PBR formula capital, nor the internal allocation of the 
capital components.” 
 
In response to BCUC IR 10.4, FBC attributed $20.9 million of the $49.6 million formula versus actual 
capital variance to “system improvements to accommodate growth” which FBC confirmed in response 
to BCUC IR 10.2 is part of Growth Capital. 
 
160.3 Please explain how FBC is able to determine the amount that “system improvements to 

accommodate growth” contributed to the capital spending pressures given FBC’s statements in 
response to BCUC IR 10.1 that it does not have disaggregated information on formula capital 
spending. 

160.4 Please clarify FBC’s statements regarding the over-spending of “system improvements to 
accommodate growth” given the table provided in response to BCUC IR 10.1 which shows that 
actual Growth Capital was lower than formula Growth Capital in four out of the six years of the 
Current PBR Plan term. 
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C. PROPOSED RATE PLANS 

 Reference: X-FACTOR 
Exhibit B-10, BCUC IR 13.2; Exhibit B-1, pp. B-25, B-44; FEI Application  for Approval of 
a Multi-Year Performance Based Ratemaking Plan for 2014 through 2018 proceeding, 
Exhibit B-1, p. 53; FBC Application for Approval of a Multi-Year Performance Based 
Ratemaking Plan for 2014 through 2018 proceeding, Exhibit B-1, p. 44 
O&M Savings and the X-Factor 

In response to BCUC IR 13.2, FortisBC stated the following: 

The theory of the I-X mechanism defines the X-Factor value as an adjustment to the 
inflation factor (I-Factor) for the difference between the economy-wide inflation factors 
(used in the indexing formula) and the real cost [of] inflation of the utility… 

…The variance between [the] economy-wide inflation factor used in the formula and the 
utility’s actual inflation depends on two factors: (i) the variance between the economy-
wide inflation and the input cost inflation of the utility and (ii) the variance between the 
average productivity of the economy and the productivity of the utility. 

In FEI’s Application for Approval of a Multi-Year Performance Based Ratemaking Plan for 2014 through 
2018 (FEI PBR Application) and FBC’s Application for Approval of a Multi-Year Performance Based 
Ratemaking Plan for 2014 through 2018 (FBC PBR Application), both FEI and FBC requested approval of a 
0.5 percent X-Factor (inclusive of any stretch factor). 
 
As shown on page B-25 of the Application, the BCUC approved a 1.10 percent X-Factor for FEI and a 1.03 
percent X-Factor for FBC for the Current PBR Plan terms. 
 
On page 53 of the FEI PBR Application, FEI stated the following: 

The reasonableness of FEI’s proposed X-Factor can be assessed by comparing the impact 
of the proposed X-Factor on forecast rate changes under a formula relative to 
forecasted rate changes under the cost of service model. As FEI explains in Section B7 of 
this Application, the rates arising from PBR formulas (the combination of proposed 0.5 
per cent X-Factor and the proposed composite inflator) will lead to average delivery 
revenues that are 2.0 percent lower than the average rates under the cost of service 
model which indicates that the proposed X-Factor is an ambitious estimate of expected 
productivity gains and represents a considerable challenge to the Company. 

On page B-44 of the Application, FortisBC states: “FEI’s and FBC’s O&M expenditure performance has 
been a success in almost every category – less than inflation, O&M per customer has declined, and 
strong performance relative to other utilities.” 
 
161.1 Given that O&M savings were achieved for each of FEI and FBC in each year of the Current PBR 

Plan term beyond the productivity improvement factor (PIF) savings, please explain how these 
results may be interpreted from the perspective of each of the following: (i) FEI’s and FBC’s 
input cost inflation compared to the economy-wide inflation; and (ii) FEI’s and FBC’s productivity 
compared to the average productivity of the economy. 

161.2 Please explain how FEI’s and FBC’s O&M expenditure performance during the Current PBR Plan 
term compares to each utility’s expectations at the time of filing the FEI and FBC PBR 
Applications, where a 0.5 percent X-Factor was proposed. Specifically, please compare the O&M  
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expenditure performance to FEI’s and FBC’s expectations regarding: (i) input cost inflation 
compared to the economy-wide inflation; and (ii) productivity compared to the average 
productivity of the economy. 

161.3 Please confirm, or explain otherwise, that FEI and FBC have not performed a similar analysis as 
was described on page 53 of the FEI PBR Application – i.e. analysis of forecast rate changes 
under a cost of service model compared to forecast rate changes under the proposed indexed-
based formula – to assess the reasonableness of the 0 percent X-Factor proposals. 

 If confirmed, please explain why this analysis was not considered necessary to support 
FEI’s and FBC’s proposals for the 0 percent X-Factor in the Application. 

 If confirmed, please perform the analysis described on page 53 of the FEI PBR 
Application for each of FEI and FBC to support each utility’s 0 percent X-Factor 
proposal. 

 Reference: X-FACTOR 
Exhibit B-10, BCUC IR 13.2, 22.1; Exhibit B-1, pp. C-16 – C-17; FEI PBR Application 
proceeding, Exhibit B-1, pp. 52-53  
Expected Cost Pressures and the X-Factor 

In response to BCUC IR 13.2, FortisBC described the cost pressures anticipated by FEI and FBC during the 
proposed MRP term and referenced pages C-16 and C-17 of the Application. 
 
In response to BCUC IR 22.1, FortisBC provided the following table quantifying the cost pressures 
identified on pages C-16 and C-17 of the Application: 
 

 
 
162.1 Please provide an individual departmental analysis for each of FEI and FBC’s O&M expenses 

which shows how each department’s costs are expected to increase compared to inflation 
during the proposed MRP term. 

 As part of the above response, please discuss how the incremental O&M funding 
requested to be added to FEI’s and FBC’s proposed 2019 Base O&M can be used to 
assist with expected cost pressures. 

162.2 Please explain whether any of the cost pressures identified in the table in response to BCUC 
IR 22.1 or described in response to BCUC IR 13.2 were already anticipated during the Current 
PBR Plan term but the decision to take action on these pressures was deferred in order to 
achieve savings within the Current PBR Plan term. 

 
On pages 52 and 53 of the FEI PBR Application, FEI stated the following: 

B&V [Black & Veatch] and FEI are in agreement that B&V’s TFP [Total Factor 
Productivity] Report produces a more negative TFP number than would be applicable to 
FEI by virtue of how TFP data has been provided for the sample companies in the TFP 
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Report. The capital component in B&V’s study is measured as the difference between 
operating revenue (excluding gas costs) and all other O&M expenditures, and which 
therefore includes all capital costs, whether pertaining to base capital or growth 
spending, as well as the infrastructure replacement programs that have been more 
prevalent in recent years. In contrast, in FEI’s proposed PBR Plan, large capital projects 
approved as CPCNs are excluded from the (I-X) mechanism and are treated under a 
separate regulatory approval process…The effect of FEI’s proposals to exclude CPCN 
type projects from capital expenditures subject to the I-X mechanism is to moderate the 
measured negative TFP value applicable to the industry as a whole. 

In response to BCUC IR 13.2, FortisBC stated the following: 

FortisBC’s proposal to not recommend an X-Factor value for the index-based O&M 
(implying a zero percent X-factor value) reflects its assessment that the economy-wide 
composite inflation index is expected to track the Companies’ price inflation during the 
term of the MRPs and in some case, may even be insufficient to compensate the 
Companies’ higher input cost growth required to prepare the Utilities for the rapid 
industry transition in the upcoming term of the MRPs. 

162.3 Please confirm, or explain otherwise, whether a portion of the potential costs which may be 
required to prepare FEI and FBC for the “rapid industry transition” would fall under flow-
through costs (e.g. Investments in a Clean Growth Future, incremental costs to comply with 
legislatively mandated federal, provincial and municipal climate policy). 

 If confirmed, please confirm, or explain otherwise, that the costs identified in the 
response to BCUC IR 13.2 would likely not impact FEI or FBC’s O&M formula spending. 

162.4 Please fully explain whether the economy-wide composite inflation index described by FortisBC 
in response to BCUC IR 13.2 includes capital costs. 

 If yes, please explain whether FortisBC adjusted its assessment of the proposed 0 
percent X-Factor to reflect the fact that its proposed MRPs exclude the majority of 
capital from formula spending and, if so, please explain how these adjustments were 
incorporated in detail. If no adjustments were made, please explain why not. 

162.5 Please explain if FEI and FBC included capital costs in the assessment of each utility’s real cost of 
inflation. 

 If yes, please explain why the inclusion of capital costs for each of FEI and FBC is 
appropriate and please provide a revised assessment of each utility’s real cost of 
inflation which excludes capital costs. 

 If no, please explain in detail how FEI and FBC derived the real cost of inflation for 
each utility. Please explain all inputs and assumptions in detail. 

162.6 Please explain how FEI and FBC’s proposal to exclude the majority of capital spending from the 
proposed indexed formula might impact the determination of a productivity factor for each of 
FEI and FBC when compared to the Current PBR Plans. 

 Reference: X-FACTOR 
Exhibit B-10, BCUC IR 13.2, 13.5, 17.3, 17.5; Exhibit B-1-1, Appendix C4-1; Decision 
20414-D-01-2016 (Errata): 2018-2022 Performance-Based Regulation Plans for Alberta 
Electric and Gas Distribution Utilities, Proceeding 20414, December 16, 2016 
Jurisdictional Analysis 

In response to BCUC IR 13.2, FortisBC stated that its “review of expert testimonies and regulators’ 
decisions in other jurisdictions…provided two important insights regarding the X-Factor determination… 
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i. Increased importance of regulatory judgement for X-Factor determination… ii. A downward trend in 
both utility and interveners’ experts computed TFP growth numbers and the corresponding decline in 
approved X-Factor values.” 
 
In response to BCUC IR 13.2, FortisBC provided the following table: 
 

 
 
FortisBC also provided in response to BCUC IR 13.2 the following passage from the Alberta Utilities 
Commission (AUC) Decision on the second generation PBR: 
 

 
 
163.1 Please confirm, or explain otherwise, that in the examples provided in the above table, the 

regulatory bodies utilized some form of expert evidence when determining the approved X-
Factors, as indicated by the list of studies provided by FortisBC in the last column of the above 
table. 

163.2 Please explain for each of the jurisdictions provided in the above table if the calculation of the 
TFP includes capital costs. Please also explain for each jurisdiction if capital costs are subject to 
the I-X formula and, if so, to what extent. 

 
In response to BCUC IR 17.5, FortisBC stated the following: 

The list of qualified and experienced productivity experts is limited with five or six 
experts having an almost total oligopoly on the TFP study market in Canada. If FortisBC 
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had decided to conduct a TFP study, both utilities and interveners would have likely 
retained one of the experts that has recently filed TFP evidence in other jurisdictions 
and their evidence would have shown the same range of TFP results estimated by these 
experts in those jurisdictions. 

163.3 Please provide the range of TFP results provided by each of the productivity experts who have 
recently provided TFP evidence in other jurisdictions and provide the supporting source 
references. 

163.4 Please explain in detail whether FortisBC considers the range of TFP growth results generated by 
the experts in other jurisdictions, as described in the above preamble, to be reasonable. In 
particular, please explain whether FortisBC considers the TFP ranges to be a reasonable basis 
from which the BCUC may apply a judgement-based approach to determining an X-Factor for FEI 
and FBC. 

 As part of the above response, please specifically discuss the reasonableness of the 
AUC’s range of -0.79 to +0.75. 

 If FortisBC does not consider the above-mentioned ranges to be reasonable, please 
provide a revised range for each of FEI and FBC and provide a detailed rationale for 
why the proposed ranges are more appropriate. 

 
In response to BCUC IR 17.3, FortisBC stated the following: 

FortisBC’s proposal to not recommend an X-Factor value for its index-based formulas 
can be expressed as proposing an implied productivity factor of zero percent. A zero 
percent X-Factor is higher than what the majority of utility experts in other jurisdictions 
have proposed and is not at odds with what has been approved by regulators in other 
jurisdictions. This can be seen from the table provided in BCUC IR 1.13.2, which shows 
that the majority of utilities in Canada have proposed negative productivity factors. 
Further, the OEB has approved zero percent productivity factors with additional 0.0 to 
0.6 percent stretch factors for the case of electric utilities and 0.3 percent stretch factor 
for Union Gas and Enbridge Gas Distribution amalgamated price cap plans. 

163.5 Please confirm, or explain otherwise, that regulators in other jurisdictions have not approved 
the negative X-Factors proposed by the utility experts. 

 If confirmed, please discuss why these negative X-Factors were not approved by 
regulators in other jurisdictions, and why regulators chose to instead set an X-Factor 
at or above zero. 

 If confirmed, please discuss to what extent the other jurisdictions’ determinations 
that a positive X-Factor is appropriate should be factored into the BCUC’s 
determination on the appropriate X-Factor for FEI and FBC. 

163.6 Please discuss FortisBC’s view on the inclusion of a separate stretch factor in those jurisdictions 
where a productivity factor of zero was approved. 

163.7 Please discuss in detail the reasonableness of incorporating a stretch factor for each of FEI and 
FBC as part of each utility’s X-Factor. If the BCUC were to determine a stretch factor should be 
included, what factors should the BCUC consider when determining the quantum of the stretch 
factor for each of FEI and FBC? Please discuss. 

163.8 Under a hypothetical scenario where FEI and FBC were directed to include an X-Factor of 0.5 
percent as part of each utility’s I-X formula, please provide the annual and cumulative impact on 
formula O&M and formula growth capital (for FEI). Please provide all supporting calculations. 
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In response to BCUC IR 13.5, FortisBC discussed the applicability of the article provided in Appendix C4-1 
to the Application titled “The rise and decline of the X factor in performance-based electricity 
regulation,” including the following: 

As part of the discussion around the changing nature of utility investments, the article 
points out that many new investments and operating expenses are non-revenue 
generating activities where increased costs do not lead to higher output levels…This 
issue is the main reason for declining industry productivity growth in the last 10 to 15 
years… 

FBC, for instance, has incurred many of the same costs mentioned as examples in the 
article. FBC’s investments in automated metering, cyber security, and information 
technology and data management platforms are all within this category. 

FEI also has many similar investment needs in areas such as cybersecurity or data 
management as well as the need for incremental expenditures related to safety and 
environmental regulations, customer and Indigenous engagement activities, and large 
sustainment projects that have no impact on FEI’s traditional measured outputs. 

163.9 Please explain to what extent the lack of capital inclusion in FEI (other than growth capital) and 
FBC’s proposed formula spending impacts the relevancy of the article’s discussions regarding 
the declining X-Factor. 

163.10 Please confirm, or explain otherwise, that a number of the investment needs identified in the 
above preamble, such as cybersecurity and customer and Indigenous engagement activities, 
have been identified by FortisBC as requiring incremental O&M funding and approval of 
additional O&M amounts have been requested as part of the proposed Base 2019 O&M. 

 Please explain to what extent the requested incremental funding to the Base O&M 
should be considered when assessing the appropriateness of FEI and FBC’s requested 
0 percent X-Factor. 

 
In paragraph 167 of Decision 20414-D01-2016 (Errata), the AUC stated the following: 

The Commission is aware that the value of the X factor can be negative, and there was 
considerable discussion of this issue in Decision 2012-237, as well as in this proceeding. 
However, given the manner in which TFP growth is calculated in the studies in evidence, 
negative values of TFP growth mean that more inputs are used to produce the same 
amount of output or that less output is produced using the same amounts of inputs. Any 
industry, including the electricity (and gas) distribution industry, may have periods when 
this phenomenon is observed, but it is not clear why such a phenomenon should persist 
over a long period. In the Brattle and Meitzen studies, TFP growth is negative in nine of 
the last 15 years, and more particularly, in seven of the last nine years. Yet, many of the 
utilities in the current proceeding went to great lengths to explain some of the 
efficiency-improving procedures (productivity improvements) they have adopted, and 
there is no reason to expect that at least some of this type of behaviour would not be 
observed in many of the U.S. firms in the sample used in the TFP growth calculations 
examined here. The findings suggest that there may be some concerns with the 
calculation of TFP growth using only volume as the measure of output, whatever the 
time period used, especially when combined with the particular data and input growth 
assumptions utilized in the Brattle and Meitzen studies, with the sample of U.S. electric 
distribution utilities. The evidence is not conclusive, but it does cause the Commission to 
be mindful of the extent to which the results differ with different choices of 
assumptions, including output measures. 
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163.11 Does FortisBC agree with the AUC that “…there is no reason to expect that at least some of this 
type of behaviour would not be observed in many of the U.S. firms in the sample used…”? 
Please explain why or why not. 

 If FortisBC agrees with the above, please explain if the above findings from the AUC 
can be interpreted as the TFP growth factor for the US firms in the sample is expected 
to increase over time, and how FortisBC’s proposed productivity factor of zero percent 
relates to these findings. 

 Reference: X-FACTOR 
Exhibit B-10, BCUC IR 6.3.1, 13.2, 15.14.1, 22.1; Exhibit B-7, CEC IR 19.1; Exhibit B-5, 
British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) IR 17.1, 17.2; 
Exhibit B-1, pp. C-11 – C-12; Exhibit B-1-1, Appendix C2 
Productivity Gains 

In response to BCUC IR 6.3.1, FortisBC stated: “The achieved O&M savings and the declining O&M unit 
costs, both on a standalone and on a relative basis, are an indication of effective management and 
reflect FEI’s efforts to find new efficiencies and improve its operations during the PBR term.” 
 
In response to BCUC IR 13.2, FortisBC stated the following: 

As a result of years of O&M savings being achieved under successive PBR terms, the 
opportunities for additional O&M cost reductions have been steadily diminishing and 
there is now limited potential for future productivity gains. In other words, there is no 
low-hanging fruit left to pick. 

In response to CEC IR 19.1, FortisBC provided the following historical graphs showing FEI and FBC’s 
historical O&M: 
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164.1 Please clarify FortisBC’s statement in response to BCUC IR 13.2 regarding the utilities being 

under “successive” PBR terms, given that both FEI and FBC were in a period of cost of service 
prior to the Current PBR Plans. 

164.2 Please confirm, or explain otherwise, that the large increase in FEI’s net O&M between 2010 
and 2013 coincided with FEI entering into a period of cost of service. 

164.3 Please explain whether, as a result of FEI’s net O&M increasing from $223 million in 2009 to 
$255 million in 2013, as shown in the table provided in response to CEC IR 19.1, the opportunity 
for new “long-hanging fruit” productivity gains may have emerged. 

164.4 Please describe in detail the “low-hanging fruit” productivity gains which each of FEI and FBC 
achieved during the Current PBR Plan terms and why each of the described gains is considered 
to be “low-hanging fruit.” 

 
On pages C-11 and C-12 of the Application, FortisBC describes its proposed Efficiency Carry-Over 
Mechanism (ECM) as follows: 

Under multi-year rate plans the utility’s incentives to pursue efficiency gains declines 
over the plan’s term. This is because the reward for a utility is greatest when the 
efficiency savings are made in the first year of the plan…In other words, the incentive 
properties of multi-year rate plans are time-dependent and there is an incentive 
imbalance between earlier and later plan years… 

…the evaluation of the Companies’ performance in the Current PBR Plans indicate that 
annual savings above the formula level peaked in the third year of the plans. The 
proposed approach to consider the performance in the last two years of the Proposed 
MRPs is based on this observation. 

164.5 Please explain to what extent the declining savings in the latter years of the Current PBR Plans 
are attributable to the design of the Current PBR Plans’ ECM as opposed to FEI and FBC 
exhausting the opportunities for O&M cost reductions. 

164.6 Please explain whether, if FortisBC’s proposed ECM is approved as part of the MRPs, FEI and FBC 
will have a greater incentive to seek productivity savings beyond the “low-hanging fruit.” If no, 
please explain why not. 
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164.7 Please discuss whether the proposed ECM supports the potential inclusion of a positive X-Factor 
as FEI and FBC will be incented to pursue efficiency gains over the entire length of the proposed 
MRP terms. 

164.8 Does FortisBC currently have any specific plans, initiatives or targeted programs to find further 
efficiencies in operations (e.g., planned cost optimization programs, efficiency programs)? If yes, 
please describe each of these programs in detail. If no, please explain why not. 

164.9 Please describe how FEI and FBC can each build off of productivity initiatives that were 
implemented during the Current PBR Plan terms to continue to find efficiencies in operations. 

164.10 Please explain why it is not reasonable to expect that FortisBC will continue to be able to use 
effective management practices to find new efficiencies and improve its operations if a positive 
X-Factor were to be put in place for the proposed MRP terms. 

 
In response to BCUC IR 13.2, FortisBC stated that the benchmarking studies performed by Concentric 
(filed as Appendix C2 to the Application) can be used to inform the X-Factor determination decision and 
that the “benchmarking of O&M and capital expenditures for example can be used to estimate the 
relative cost efficiency of a utility compared to its peer group.” 
 
In response to BCUC IR 15.14.1, Concentric stated the following: 

…benchmarking provides a view into industry performance and provides perspective for 
regulators and stakeholders. Benchmarking does, however, have limitations, including 
its inability to quantify causal relationships between operating circumstances and costs, 
and between inputs and outputs. 

164.11 Please explain how each of the limitations described by Concentric in the above preamble 
impact the applicability of the benchmarking studies’ information when determining the 
appropriate X-Factors for FEI and FBC. 

164.12 Please discuss if there are any other limitations to the benchmarking studies which should be 
considered when evaluating the relevancy of the benchmarking results in determining FEI and 
FBC’s X-Factors. 

 
In response to BCUC IR 13.2, FortisBC stated the following: 

The unit cost benchmarking results indicates that establishing an additional efficiency 
factor for O&M indexing formulas is not warranted as both FEI and FBC have been 
operating under PBR for a number of years and are relatively more efficient than the 
median of their peer companies in the majority of benchmarked metrics (and for all the 
O&M metrics). 

In response to BCOAPO IR 17.1, Concentric provided the following table for FEI: 
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164.13 Please clarify if, based on the rankings provided in the above table, FEI ranked at the median for 

“Distribution O&M + Total A&G per TJ” for three out of the four years occurring during the 
Current PBR Plan term and at the median for “Administrative and General Expense per TJ” for all 
four years during the Current PBR Plan term. 

 Please explain why ranking at the median for the above-mentioned metrics would 
support not including an additional efficiency factor for FEI. 

 
In response to BCOAPO IR 17.2, Concentric provided the following table for FBC: 
 

 
 

164.14 Please clarify if, based on the rankings provided in the above table, FBC ranked at the median 
for “Administrative and General Expense per Customer” and “Administrative and General 
Expense per MWh” for the majority of the years during the Current PBR Plan term. 
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 Please explain why ranking at the median for the above-mentioned metrics would 
support not including an additional efficiency factor for FBC. 

164.15 Please explain, for the metrics where FEI and/or FBC rank below the median, if FortisBC factored 
in the results of these metrics when designing other components of the proposed MRPs. 

 If yes, please explain how the benchmarking study results were utilized in designing 
other components of FortisBC’s proposed MRPs. 

 If no, please explain why not and explain why in the case of determining the 
X-Factor for O&M the benchmarking study results were considered relevant. 

 Reference: GROWTH FACTOR 
Exhibit B-10, BCUC IR 8.4, 17.6, 17.7, 19.8 
O&M and Growth Factor 

In response to BCUC IR 17.7, FortisBC stated the following: 

As indicated in the response to BCUC IR 1.8.4 requesting the calculation of correlation 
coefficients for actual and formula O&M against the O&M formula cost driver (average 
number of customers), the results indicate a strong linear association between the cost 
driver and both actual and formula O&M. Given the nature of the O&M formula in the 
2014-2019 PBR Plan, it is no surprise that formula-based O&M yields a strong linear 
relationship to customer numbers over the Current PBR Plan, but the linear relationship 
with customer numbers based on total actual O&M is also very strong. 

In response to BCUC IR 8.4, FEI provided the correlation coefficients for actual and formula O&M which 
were 0.95 and 0.97, respectively. 
 
165.1 Please discuss whether the correlation coefficient results for FEI’s formula O&M compared to 

actual O&M indicate that formula O&M was more highly correlated to the average number of 
customers than actual O&M. 

 If yes, please explain if this indicates that the 0.5 multiplier applied to the growth 
factor was reasonable. 

 If no, please explain why not. 

165.2 Please provide the same correlation coefficient analysis for FBC’s actual and formula O&M as 
was provided in response to BCUC IR 8.4 and provide an analysis of the results. 

 
In response to BCUC IR 19.8, FortisBC provided a comparison of the risks/rewards/incentives and ease of 
understanding of the Current PBR Plans and the proposed MRPs. 
 
With regard to formula O&M, FortisBC stated in response to BCUC IR 19.8: “The proposed changes…will 
improve the accuracy of the O&M formulas to estimate Utilities’ needed O&M during the MRP term…” 
 
165.3 Please explain the basis for stating that the formula O&M under the proposed MRPs will be 

more accurate than the Current PBR Plans given the results of the Current PBR Plans. 

 
In response to BCUC IR 17.7, FortisBC stated the following: 

In the short term, some of FortisBC’s O&M costs are fixed (i.e. lease, rent), some are 
semi-variable (i.e. vehicle costs – insurance portion fixed while fuel costs variable based 
on vehicle usage) and some variable (i.e., customer billing and postage). FortisBC is 
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unable, however, to provide an accurate estimate of what portion of its O&M costs are 
fixed, the portion of historical O&M costs for FEI and FBC that are reasonably impacted 
by the changes in the average number of customers, and specifically identify the O&M 
expenses which are impacted by changes in average customers. 

165.4 Please further explain why FortisBC is not able to estimate the portion of FEI’s and FBC’s O&M 
costs that are fixed and the portion of historical O&M costs that are impacted by the changes in 
the average number of customers. 

165.5 Please provide, to the best of FortisBC’s ability, a breakdown of FEI’s and FBC’s O&M costs 
classified under the categories of “fixed,” “semi-variable,” and “variable.” Please provide 
supporting rationale for each O&M cost classification. 

 
In response to BCUC IR 17.6, FortisBC stated that Hydro Quebec Distribution applies a 0.75 multiplier to 
its growth factor. 
 
165.6 Please provide a detailed description of Hydro Quebec Distribution’s rationale for applying a 

0.75 multiplier to its growth factor. 

165.7 Please compare and contrast FEI and FBC to the utilities regulated by Hydro Quebec Distribution 
in terms of similarities and differences in O&M.  

 Reference: PERFORMANCE INCENTIVE FRAMEWORKS 
Exhibit B-10, BCUC IR 17.8, 64.2; Exhibit B-8, Industrial Customers Group (ICG) IR 9.1; 
Exhibit B-2, Workshop Materials, p. 5; Exhibit B-1, pp. B-70 – B-71; Exhibit B-1-1, 
Appendix C1 
Expenditures Subject to Incentives 

In response to BCUC IR 17.8, FortisBC stated the following: 

The more costs that are subject to incentives, the higher the risk and reward, and the 
higher the incentives for efficiency gains. Compared to the proposed MRPs and the 
MRPs in other Canadian jurisdictions, FEI’s and FBC’s Current PBR Plans had less costs 
subject to formulas (i.e., subject to incentives) as big cost items such as depreciation 
expenses were not subject to an incentive framework. Compared with the Current PBR 
Plans, the proposed MRPs include a larger set of cost items under an incentive 
framework as cost items such as depreciation expense are now subject to the sharing 
mechanism…All plans also exclude non-controllable costs items from the incentive 
frameworks such as commodity related costs. 

In response to ICG IR 9.1, FBC provided an analysis of the expenses and revenues subject to deferral 
account treatment (i.e. not subject to incentives) under the Current PBR Plan compared to the proposed 
MRP. 
 
166.1 Please provide the same analysis for FEI as was provided for FBC in response to ICG IR 9.1. 

 
In table B2-9 on pages B-70 and B-71 of the Application, FortisBC provides a jurisdictional comparison of 
the MRPs utilized in Alberta, Ontario and Quebec. 
 
166.2 Using FEI’s approved 2019 revenue requirement for gas utilities and FBC’s approved 2019 

revenue requirement for electric utilities, please provide the same analysis as was provided in 
response to ICG IR 9.1 to show the amount (dollar and percentage) of costs and revenues which  
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would be subject to deferral account treatment under each of the MRPs described in Table B2-9 
of the Application. 

166.3 Please explain whether, and to what extent, depreciation expense is subject to incentives in 
each of the Canadian jurisdictions listed in Table B2-9 of the Application. 

166.4 Please compare the number and overall balance of FEI’s and FBC’s deferral accounts as of 2019 
to the number and overall balances of the deferral accounts in the Canadian jurisdictions 
included in Table B2-9 of the Application. 

 Please explain how FEI and FBC’s deferral account usage compared to other Canadian 
jurisdictions may impact the potential risks and rewards and the promotion of an 
efficiency focus. 

 
In Appendix C1 to the Application, FortisBC provides the pre-2014 PBR experience for FEI and FBC. 
 
166.5 Please clarify for each of the pre-2014 PBR plans, if FEI’s and FBC’s depreciation expenses were 

subject to earnings sharing. 

166.6 If FEI’s depreciation expense was subject to earnings sharing under the PBR plan previous to the 
Current PBR Plan (i.e. the 2004-2009 PBR plan), please explain in detail the results of this 
approach, including the following: 

• The total variance between formula and actual regular capital at the conclusion of the PBR 
plan term; 

• The total variance between formula and actual depreciation expense at the conclusion of 
the PBR plan term; 

• The impact to the 2010 revenue requirement and rates of including the cumulative variance 
between formula and actual net capital into ratebase at the conclusion of the PBR plan 
term; and 

• FEI’s assessment of the success or lack of success of including regular capital depreciation 
expense variances in the incentive mechanism during the 2004-2009 PBR plan term, as well 
as any lessons learned. 

 
 If FBC’s depreciation expense was subject to earnings sharing under the PBR plan 

previous to the Current PBR Plan, please provide the same analysis as is requested for 
FEI. 

166.7 Please provide a detailed discussion as to the impact that FortisBC’s proposal to include 
depreciation expense on regular capital expenditures in the earnings sharing mechanism (ESM) 
has on the level of risk for ratepayers of the proposed MRPs compared to the Current PBR Plans. 

166.8 Please provide a quantitative example of the cumulative impact of the proposed change to the 
treatment of depreciation expense during the proposed MRP term compared to the treatment 
under the Current PBR Plan term and explain all inputs and assumptions. 

 
In response to BCUC IR 64.2, FortisBC stated the following: 

…on page 33 line 26 to page 34 line 16 of Transcript Volume 1, from the Workshop on 
May 1, 2019, FortisBC mistakenly indicated that there would be a true-up for actual 
capital expenditures within the term of the MRP. To clarify, FortisBC is not proposing a 
true-up of rate base for actual regular capital spending over the term of the MRP. The 
approved forecast of capital will be embedded in rates over the term of the MRP with 
no adjustment for actuals until after the end of the term. 
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In the Workshop Materials filed as Exhibit B-2, FortisBC provided the following example regarding the 
calculation of variances in regular capital spending: 
 

 
 
166.9 Using the above example provided as part of the Workshop Materials, and assuming that the 

above example occurred in year 1 of the proposed MRP term, please provide example 
calculations and descriptions for how forecast versus actual capital spending will be treated 
during each year of the proposed MRP term, including how the lack of “true-up” of ratebase will 
impact the calculations of expenses. 

 As part of the above response, please clearly show the inputs and calculation of the 
forecast depreciation expense in each year of the proposed MRP (i.e. please show the 
basis upon which depreciation expense would be forecast in each annual review). 

166.10 Please provide the annual forecast depreciation expense related to regular capital expenditures 
for each of FEI and FBC for each year of the proposed MRP term based on the forecasts of 
regular capital provided in the Application (excluding growth capital for FEI). 

 Please explain if the forecasts provided in the above IR response will remain 
unchanged during the proposed MRP term or if the depreciation expense related to 
regular capital expenditures would be re-forecast during the annual reviews to 
incorporate the impacts of actual regular capital additions. 

166.11 Please clarify if, as part of the proposed annual review process during the MRP term, FortisBC 
considers it reasonable for variances between forecast and actual/projected regular capital 
expenditures to be reviewed in detail. 

 If no, please explain why not. As part of this response, please specifically address 
whether a more detailed review of regular capital expenditures compared to the level 
of review of formula capital spending under the Current PBR Plan would serve to 
mitigate some of the increased risk of including depreciation expense as part of the 
proposed MRP incentive framework. 

 Reference: COMPARISON OF PERFORMANCE INCENTIVE FRAMEWORKS 
Exhibit B-10, BCUC IR 19.1 
AUC Five Principles 

In response to BCUC IR 19.1, FortisBC provided the AUC’s approved PBR principles. Principle 1 states: “A 
PBR plan should, to the greatest extent possible, create the same efficiency incentives as those 
experienced in a competitive market while maintaining service quality.” 
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167.1 Please describe the specific components of the AUC’s currently approved PBR plan which 
support Principle 1. 

167.2 Please compare each of FEI’s and FBC’s Current PBR Plans to the proposed MRPs in terms of the 
plans’ alignment with Principle 1. Please explain in detail how each of the proposed changes to 
the MRPs from the Current PBR Plans improves or detracts from Principle 1. 

 As part of the above response, please explain if overall FortisBC considers the 
proposed MRPs or the Current PBR Plans to be better aligned with the AUC’s 
Principle 1. 

167.3 Please discuss the reasonableness of including a Targeted Incentive related to the achievement 
of efficiency gains in a specific area or areas of FEI and FBC’s businesses (e.g. IT, operations, 
etc.). How might such an incentive be designed? Please discuss in detail. 

 
D. O&M BASE 

 Reference: COST PRESSURES 
Exhibit B-10, BCUC IR 22.4, 22.5 
Retirements 

In response to BCUC IR 22.4 and 22.5, FEI stated that approximately 370 employees are estimated to 
retire during the proposed MRP term and that of those 370 employees, 200 retirements are estimated 
in the Operations department. 
 
168.1 Please provide the estimated number of retirements expected for FBC during the proposed MRP 

term and the estimated number of retirements specifically related to the Operations 
department. 

168.2 Please provide the total number of retirements for each of FEI and FBC which occurred during 
the Current PBR Plan term and the number of retirements attributable to each utility’s 
Operations department. 

168.3 Please explain how FEI (and FBC if applicable) managed the employee turnover and succession 
planning during the period of high customer growth experienced during the Current PBR Plan. 

168.4 Please explain why high customer growth would be expected to create greater cost pressures 
for FEI during the proposed MRP than during the Current PBR Plan. 

 Reference: O&M EXPENSES 
Exhibit B-10, BCUC IR 4.2, 4.3, 4.6, 22.14, 23.2, 23.3, 23.4; Exhibit B-1-3 (Errata dated 
June 21, 2019), pp. C-19, C-44; Order G-156-19, Appendix B, p. 7 
Projected and Base 2019 O&M and Forecast 2020 O&M 

In BCUC IR 22.14, FEI and FBC were asked to provide departmental O&M forecasts for each year of the 
proposed MRP term. In response, FEI and FBC stated that they are “proposing an Index-Based formula 
approach based on total O&M per customer to determine overall O&M funding for the MRP period. As a 
result, FortisBC has not prepared a forecast of O&M over the term of the proposed MRPs.” 
 
On page 7 of the reasons for decision attached to Order G-156-19, the BCUC stated the following: 

The examination of alternative rate-setting approaches, including cost of service, is an 
issue which can, and is, being explored in the current proceeding. The Panel expects 
that parties will continue to pursue these issues in IR no. 2…All parties are welcome to  
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pursue any information necessary to assist the Panel in making determinations 
regarding a potential re-basing of certain costs and an appropriate approach to rate-
setting. 

In response to BCUC IR 23.2 and 23.3, FortisBC provided the following historical O&M departmental 
information for FEI and FBC, respectively: 
 

 
 

 
 

In response to BCUC IR 4.2 and 4.3, FEI stated that the Major Projects group was established in February 
2018 and that it is a separate department for O&M purposes. 
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In response to BCUC IR 4.6, FEI stated that since it is proposing an index-based formula approach to 
determine overall O&M funding for the MRP period, it does not have a specific O&M forecast amount 
for the Major Projects department over the proposed MRP period. 
 
169.1 Please add a column to the above tables for Projected 2019 O&M for FEI and FBC and indicate 

the number of months of actual results which have been included in the Projected 2019 O&M 
amounts. 

 With regard to FEI, please include the new department related to the Major Projects 
group and provide the Projected 2019 O&M attributable to the Major Projects group. 

169.2 In the same format as the above tables, for each of FEI and FBC, please provide a departmental 
breakdown of the proposed 2019 Base O&M. Please specifically identify in which department 
each of the adjustments shown in the revised Tables C2-1 and C2-14 of the Application (Exhibit 
B-1-3) are recorded and separately identify where each incremental O&M funding item is 
recorded. 

 With regard to FEI, please include the new department related to the Major Projects 
group and provide the Base 2019 O&M attributable to the Major Projects group. 

169.3 In the same format as the above tables, for each of FEI and FBC, please provide a departmental 
breakdown of the Forecast 2020 O&M under a cost of service-based rate-setting approach. 
Please clearly identify and explain all differences between the 2019 Base departmental O&M 
and the Forecast 2020 departmental O&M (excluding inflationary increases). 

 With regard to FEI, please include the new department related to the Major Projects 
group and provide the Forecast 2020 O&M attributable to the Major Projects group. 

 Reference: O&M EXPENSES 
Exhibit B-10, BCUC IR 23.2, 23.4 
Historical Actual and Projected O&M and FTEs 

Based on the information provided in the table in response to BCUC IR 23.2, FEI’s historical Operations 
O&M expenses, excluding Liquefied Natural Gas (LNG), were as follows: 
 

• 2014 - $79,674 
• 2015 - $82,839 
• 2016 - $84,244 
• 2017 - $82,950 
• 2018 - $88,056 

 
In response to BCUC IR 23.4, FEI stated: “In Operations, the Regionalization initiative (Phase 1 and 2) 
contributed to reductions [in FTEs] during the same period. These decreases were offset by increased 
staffing in the Operations and Engineering area to meet operational and capital work requirements.” 
 
170.1 Please provide a detailed description of the factors contributing to the six percent increase in 

Operations O&M in 2018 (this increase excludes the impact of LNG). 

 
Based on the information provided in the table in response to BCUC IR 23.2, FEI’s historical Engineering 
Services & PM O&M expenses were as follows: 
 

• 2014 - $15,383 
• 2015 - $16,379 
• 2016 - $16,382 
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• 2017 - $15,496 
• 2018 - $16,556 

 
Based on the information provided in the table in response to BCUC IR 23.4, FEI’s historical Engineering 
Services & PM O&M FTEs were as follows: 

 
• 2014 - 115 
• 2015 - 115 
• 2016 – 121 
• 2017 – 121 
• 2018 – 128 

 
170.2 Please explain why the Engineering Service & PM O&M decreased in 2017 and then increased in 

2018. 

 Please explain why the above-mentioned changes in O&M do not correlate with the 
changes in FTEs during that time frame, particularly the change between 2016 
and 2017. 

 
Based on the information provided in the table in response to BCUC IR 23.3, FBC’s historical Facilities 
O&M expenses were as follows: 
 

• 2014 - $2,607 
• 2015 - $2,475 
• 2016 - $2,704 
• 2017 - $2,741 
• 2018 - $2,988 

 
170.3 Please provide a detailed description of the factors contributing to the continuing increase in 

Facilities O&M expenses between 2015 and 2018. As part of this response, please explain in 
detail why Facilities O&M increased in 2016 and then again in 2018. 

 
With regard to FBC, FortisBC stated in response to BCUC IR 23.4 that “FTEs increased slightly particularly 
in Operations and Engineering & PMO to support the AMI [Advanced Metering Infrastructure] system 
and new processes and as well as new headcount related to Mandatory Reliability Standards.” 
 
170.4 Please explain the increase in FTEs in the Energy Management department between 2014 and 

2015 and then the further increase in 2016. 

170.5 Please indicate which department(s) the new headcount related to Mandatory Reliability 
Standards (MRS) was added to. 

 Reference: FEI BASE O&M 
Exhibit B-10, BCUC IR 25.2, 25.3, 25.6, 25.7, 35.2; Exhibit B-1, pp. C-19 – C-20 
Temporary Savings 

On page C-19 of the Application, FEI proposes to add back temporary savings to FEI’s 2018 Actual Base 
O&M of $1.677 million, which are comprised of $0.770 million for meter reading and $0.900 million for 
bad debts. 
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On page C-20 of the Application, FEI states the following: 

In 2018, Olameter paid a penalty of $0.070 million based on 2017 performance. In 
addition, they were not able to complete all of the readings as set out in the contract, 
which resulted in FEI reducing payments to Olameter by approximately $0.700 million. 
[Emphasis added] 

FEI further states on page C-20 that it “considers these savings as not being sustainable, as we expect 
Olameter to meet their obligations under the contract in the future.” 
 
In response to BCUC IR 25.2, FEI stated: “In the Current PBR Plan term, Olameter paid a performance 
penalty in 2017 ($70 thousand) and in 2018 ($80 thousand).” 
 
171.1 Please clarify based on FEI’s response to BCUC IR 25.2 whether the 2018 penalty payment, 

which is proposed to be added back to the Actual 2018 Base O&M, is $0.070 million or $0.080 
million. 

171.2 Please further explain the basis for FEI’s statement that it expects Olameter to meet their 
obligations in the future, including a description of the actions which have been taken. 

 As part of the above response, please also explain why two consecutive years of 
penalty payments would reasonably be considered temporary. 

171.3 Please explain if FEI experienced a reduction in payments to Olameter in any other years of the 
Current PBR Plan term similar to the $0.700 million reduced payments experienced in 2018. If 
yes, please provide the amount in each applicable year. 

 
In response to BCUC IR 25.6, FEI stated the following: 

The meter reading costs embedded in the Base O&M take into account the reduced 
costs associated with meters that are not read due to access issues. This is because the 
contract accounts for a certain level of meters that may not be read each month due to 
the operational realities that include weather conditions. 

The impact of extreme events, such as prolonged and extreme winter conditions and 
wildfires, are not reflected. 

171.4 Please explain the difference between the reduced costs associated with meters that are not 
read due to access issues which FEI stated are already embedded in the Base O&M and the 
$0.700 million related to reduced payments from Olameter’s lack of meter reading completion. 

 If the reduced costs referred to in the Application and in FEI’s response to BCUC IR 
25.6 are the same, please explain why the $0.700 million “temporary savings” should 
be added back to Base O&M. 

 
In response to BCUC IR 25.3, FEI stated the following: 

FEI and Olameter entered into an amending agreement prior to the first renewal which 
revised the end of the term of the agreement to December 31, 2019. The amending 
agreement included pricing that was limited to one-half of the CPI… 

Under the Amending Agreement, the term may be extended for one additional year 
(January 1 to December 31, 2020) with a price increase limited to adjustments for CPI 
only. FEI will be providing notice to Olameter of its intent to extend the contract on 
these terms prior to June 30, 2019, but has not done so to date. 
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171.5 Please provide an update on FEI’s notice of intent to extend the contract with Olameter. As part 
of this response, please provide the updated pricing and compare the updated pricing to the 
existing pricing. 

 If the contract has not yet been finalized, please explain whether, as part of the one-
year extension from January 1 to December 31, 2020, FEI may be able to negotiate the 
same pricing as the existing pricing (i.e. one-half of CPI). 

 
In response to BCUC IR 25.7, FEI provided the following table: 

 

 
 
In response to BCUC IR 35.2, FBC provided the following table: 
 

 
 
171.6 Please explain why FEI’s bad debt expense in 2014 was significantly higher than in the other 

years of the Current PBR Plan term. 

171.7 Please discuss the likely reasons why both FEI and FBC experienced significantly lower bad debt 
expenses in 2018. 

171.8 Please explain why it would not be more appropriate to use FEI’s and FBC’s three-year 2016 
through 2018 average bad debt expense to arrive at the appropriate adjustment for 2018 Base 
O&M. 

 Reference: FEI BASE O&M 
Exhibit B-10, BCUC IR 27.3, 32.6, 32.10; Exhibit B-1-3, p. C-19; Exhibit B-1, pp. C-22 – 
C-24, C-38; FEI Certificate of Public Convenience and Necessity (CPCN) Application for 
the Inland Gas Upgrade (IGU) Project proceeding, Exhibit B-1 
Adjustments – Integrity Digs 

On page C-22 of the Application, FEI states the following: 

Integrity digs are determined based on FEI’s analysis of in-line inspection data (for 
piggable pipelines) or above-ground coating and cathodic protection survey data (for 
non-piggable pipelines) once they are completed. 

On page C-38 of the Application, FEI states the following: 

Not included in this category are the costs of the integrity digs resulting from running ILI 
tools. As there is uncertainty regarding the impact of the ILI results on the extent of 
integrity digs required during the Proposed MRP, FEI proposes to treat the costs of 
integrity digs as a flow through item, outside of formula O&M as discussed above in 
Section C2.4.2.2.3. [Emphasis added] 

In response to BCUC IR 32.10, FEI stated: “As noted on page C-38 of the Application, FEI proposes to 
treat the costs of all integrity digs as a flow through item, outside of formula O&M as discussed above in 
Section C2.4.2.2.3.” [Emphasis added] 
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172.1 Please clarify whether FEI proposes to treat all integrity dig costs as flow-through items or if FEI 
proposes to treat only the costs of integrity digs that result from running In-line Inspection (ILI) 
tools as flow-through items. 

172.2 Please provide the forecast number and cost of integrity digs FEI plans to conduct on pipelines 
that cannot be inspected using ILI technology during the proposed MRP term. 

172.3 Please explain whether FEI is aware of any other Canadian natural gas utilities under multi-year 
rate plans that currently treat integrity digs as a flow-through item. 

 If yes, please provide the rationale given by the applicable regulatory body for 
approving the flow-through treatment. 

 If no, please explain the likely reasons why other natural gas utilities under MRPs 
would include the costs of integrity digs within formula O&M. 

 
In response to BCUC IR 32.6, FEI provided the following table: 
 

 
 
On page C-23 of the Application, FEI states: “For the period 2014 to 2019, expenditures for Integrity digs 
have varied between a low of $2.3 million to a high of $3.2 million, with the costs incurred dependent 
on the required scope of work and the number of integrity digs.” 
 
In the revised Table C2-1 on page C-19 of the Application, FEI shows a reduction to 2019 Base O&M of 
$2.6 million for integrity digs. The total 2019 Base O&M after adjustments is $256.15 million. 
 
172.4 Please clarify, with reference to the integrity dig expenditures provided in the table in response 

to BCUC IR 32.6, how the reduction of $2.6 million to 2019 Base O&M was determined. 

172.5 In consideration of FEI’s total proposed Base O&M funding of $256.15 million, please explain 
why it is not reasonable to manage the variability of integrity dig expenditures, which historically 
have varied up to $900,000 annually, within the formula O&M spending envelope. 

 As part of the above response, please explain the range of variability in O&M costs 
which FEI considers may be reasonably managed within the formula O&M spending 
envelope. 

172.6 Please discuss how FEI budgeted for and managed expenditures related to integrity digs during 
the Current PBR Plan term and discuss any issues FEI has experienced. 
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 As part of the above response, please explain how FEI was able to manage the 
variability in integrity dig costs during the Current PBR Plan term and explain if, as a 
result of the variability, FEI did not perform all of its planned digs due to O&M funding 
pressures.   

172.7 Under a scenario where FEI was directed to include integrity digs in the index-based O&M for 
the proposed MRP term, please discuss how FEI would budget for the expenditures relating to 
integrity digs and detail any adjustments FEI would make to the method used during the Current 
PBR Plan term. 

 As part of the above response, please explain if FEI would propose to include $2.6 
million in the Base 2019 O&M related to integrity digs (i.e. the reduction proposed in 
Table C2-1 of the Application) or some other amount. Please provide a detailed 
explanation for the amount proposed. 

 
On page C-24 of the Application, FEI states the following: 

The IGU project is expected to result in an increase in the number and associated costs 
of integrity digs starting in 2022… 

…If the IGU project results in increases in O&M costs related to integrity digs, then the 
alternatives would be to either re-base the index-based O&M or flow the additional 
costs of the integrity digs outside of the Base O&M. To provide greater transparency, FEI 
believes the preferred alternative is to flow all of the integrity dig costs outside of Base 
O&M. 

In response to BCUC IR 27.3, FEI stated the following: 

FEI is proposing to provide in-line inspection capability to 11 laterals as part of the 
Inland Gas Upgrade Project, and expects that it will propose to provide crack-detection 
in-line inspection capabilities for a number of larger diameter mainline pipelines as part 
of the Transmission Integrity Management Capabilities Project (TIMC). As part of the 
TIMC Project development, FEI will be piloting the use of crack-detection in-line 
inspection tools in its system as early as 2019. 

172.8 Please estimate, based on the number of laterals proposed to be made ILI capable in the FEI IGU 
CPCN application, and based on the proposed IGU project timeline, the increased number of 
integrity digs resulting from approval of the IGU CPCN application in each year commencing in 
2022 and the associated increase in costs. 

172.9 Please estimate the additional annual costs during the proposed MRP term of using the crack-
detection in-line inspection tools.  

 Reference: FEI BASE O&M 
Exhibit B-10, BCUC IR 28.1, 28.2, 28.3, 28.9; Exhibit B-1, p. C-28 
Adjustments – LNG O&M Costs 

FEI provided the following table in response to BCUC IR 28.1: 
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173.1 Please explain why employee expenses increased significantly commencing in 2017. 

173.2 Please explain in detail why labour costs decreased annually between 2014 and 2017 and then 
began increasing as of 2018. 

173.3 Please explain if the trend in labour costs described in the above IR is correlated to the changes 
in contractor costs during the same years. 

 If yes, please explain why the use of contractors increased between 2015 and 2017 
and then declined commencing in 2018. 

 If no, please explain the drivers of the trend in contractor costs between 2014 and 
2019. 

 
In response to BCUC IR 28.2, FEI provided the forecast versus actual/projected LNG O&M costs for the 
costs which are treated as flow-through under the Current PBR Plan. 
 

 
 

 
 

173.4 Please provide a description of the fixed and variable labour components of the LNG O&M. 
Please also explain how FEI determines whether labour is fixed or variable. 

173.5 Please describe the nature of the employee expenses which were incurred in years’ 2016 
through 2018. 

 Please explain why FEI has not forecast the incurrence of employee expenses in any of 
the years after 2016 (i.e. after the first year the employee expenses were incurred). 

173.6 Please explain why, commencing in 2018, FEI has classified some materials costs as variable. As 
part of this response, please provide a description of the variable and fixed materials costs. 
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In Table C2-6 on page C-28 of the Application, FEI provides the proposed Adjusted O&M Base amount 
related to LNG of $9.677 million and the proposed incremental Base O&M amount of $1.853 million, 
which results in a proposed 2019 Base amount of $11.530 million. 
 
FEI also states the following on page C-28 of the Application: 

The $0.856 million for labour costs includes the hiring of two additional maintenance 
employees at an approximate cost of $0.274 million and $0.582 million for full year 
funding for positions hired part way through 2018. In 2018, six new positions were 
added part way through the year at an approximate cost of $0.353 million. An additional 
$0.582 million is required in the Base O&M representing the full year cost for the 
positions. 

In response to BCUC IR 28.9, FEI stated the following: 

The job title of the two new positions that will be added is “LNG Millwright.”…The two 
additional millwright positions were identified as being needed after completing a 
detailed assessment of the equipment maintenance requirements as part of the start up 
of Tilbury Expansion. 

The six positions added part way through the year…related to operator positions 
approved as part of the FEI 2018 Annual Review. 

In response to BCUC IR 28.1, FEI provided the 2019 Projected Fixed O&M currently included in the O&M 
formula of $5.931 million. 
 
In response to BCUC IR 28.2, FEI provided the 2019 Forecast Fixed O&M and 2019 Projected Fixed O&M 
currently classified as Flow-through of $3.877 million and $5.089 million, respectively. 
 
Based on FEI’s responses to BCUC IR 28.1 and 28.2, the 2019 Projected Fixed O&M which would be 
considered formula O&M under the proposed treatment for the MRP is $11.020 million. 
 
173.7 Please explain when the need for the additional two millwright positions was identified. 

 As part of the above response, please explain if the additional millwright positions 
were included in the 2019 Forecast for fixed LNG costs. If yes, please indicate where 
these increased costs were recorded based on the table provided in response to BCUC 
IR 28.2. If no, please explain why not. 

173.8 Please explain whether the six additional operator positions were included in the Forecast 2019 
Fixed LNG costs. If yes, please indicate where these increased costs were recorded based on the 
table provided in response to BCUC IR 28.2. If no, please explain why not. 

173.9 Please confirm, or explain otherwise, that the Projected 2019 Fixed Flow-through LNG O&M 
costs provided in response to BCUC IR 28.2 include the incremental Base O&M costs described 
on page C-28 of the Application. 

 If confirmed, please explain why the proposed 2019 Base O&M amount for LNG costs 
of $11.530 million is higher than the combined Projected 2019 Fixed LNG costs 
provided in response to BCUC IR 28.1 and 28.2 of $11.020 million. 

 If not confirmed, please provide a cost breakdown similar to the 2019 Projected Fixed 
O&M amounts provided in response to BCUC IR 28.1 and 28.2 which explains the need 
for the additional $510,000 (i.e. $11.530 million proposed Base O&M less  
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$11.020 million Projected Fixed O&M). Please clearly identify which incremental costs 
described on page C-28 of the Application are already incorporated in the 2019 
Projected Fixed O&M amounts provided in response to BCUC IR 28.1 and 28.2 and 
which incremental costs described on page C-28 of the Application are not included. 

173.10 Please provide updated Projected 2019 O&M amounts (fixed and variable) in the same level of 
detail as was provided in the tables in response to BCUC IR 28.1 and 28.2 to reflect the 
additional months of actual O&M results. Please explain any significant variances in the updated 
Projected 2019 O&M amounts. 

 If the updated 2019 Projected Fixed O&M amounts are still significantly less than the 
proposed 2019 Base O&M amount of $11.530 million, please explain in detail why it 
would not be more appropriate to reduce the Base 2019 O&M amount to reflect an 
amount closer to the Projected 2019 amount. 

 
In response to BCUC IR 28.3, FEI stated: “While there is expected to be some variation in operational 
costs as FEI gains experience maintaining the equipment within the Tilbury Expansion facility, FEI has 
taken steps to minimize the potential for significant variances in the O&M expenditures proposed.” 
 
173.11 In consideration of the large increase in contractor costs between 2018 and 2019 and the large 

variance in contractor costs between 2019 forecast and 2019 projected, as shown in the tables 
in response to BCUC IR 28.2, please further explain the likelihood of large fluctuations in 
contractor costs during the proposed MRP term and the factors/events which could lead to 
large fluctuations. 

 
In response to BCUC IR 28.10, FEI stated the following: 

The additional funding required for contractor support at the Tilbury site relates to the 
estimated annual cost for external service agreements that FEI needs to retain in order 
to maintain complex equipment that requires specialized expertise. These services were 
previously provided by Bechtel, the prime contractor for the Tilbury Expansion, but 
beginning in 2019 the responsibility for these services was transferred to FEI. 

173.12 Please explain why Bechtel is no longer providing the services described in response to BCUC 
IR 28.10. 

173.13 Please compare the cost charged by Bechtel for providing the services described in response to 
BCUC IR 28.10 to the costs charged by the new contractor(s). 

 As part of the above response, please indicate the number of contractors being 
utilized for these services and explain why these services could not be provided by a 
single contractor, similar to FEI’s previous arrangement with Bechtel. 

 Reference: FEI BASE O&M 
Exhibit B-10, BCUC IR 2.1, 30.2, 30.5, 30.8, 30.18.1, 30.26 
New Funding for MRP Term – Customer Expectations 

In response to BCUC IR 30.2, FEI provided the following table regarding FEI’s historical Customer 
Expectations O&M spending: 
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In response to BCUC IR 30.2, FEI also stated: “Historically, FEI has spent little on providing workshops, 
education sessions and other types of stakeholder engagement with builders, developers, and 
manufacturers for the purpose of advancing gas technology, adoption and use.” 
 
174.1 Please explain in detail the increased spending on the Natural Gas Appliance Incentives in 2018 

compared to previous years. 

 As part of the above response, please indicate if a contributing factor to the increased 
spending was increased stakeholder engagement activities. 

174.2 Please explain in detail why the spending on Advertising – New Customer Additions & 
Conversions was significantly lower in 2018 compared to 2017. 

174.3 Please explain why FEI has not historically undertaken the types of stakeholder engagement 
with builders, developers and manufacturers described in the above preamble. 

 As part of the above response, please explain the types of interactions which FEI has 
had with builders, developers and manufacturers historically. 

174.4 Please explain what precipitated FEI identifying the above-described engagement gap and why 
FEI considers it important going forward to address this gap. 

 
In response to BCUC IR 2.1, FEI stated that climate action plans, including the CleanBC Plan, the BC 
Energy Step code and local government actions to strengthen their climate action initiatives, will 
constrain the outlook for FEI’s traditional natural gas services. FEI further identified the following climate 
action plans that affect buildings and thus demand for natural gas in homes and businesses: 

• BC Energy Step Code 
• CleanBC’s Impact on the Step Code 
• CleanBC’s Impact on Energy Efficiency and Electrification 
• City of Vancouver Climate Emergency 
• Other Municipalities 

 
In response to BCUC IR 2.1, FEI also stated the following: 

The CleanBC Plan also calls for measures to expand energy efficiency improvements and 
electrification of buildings by fuel switching from natural gas appliances to electric heat 
pumps. CleanBC states that 70 thousand homes and 10 million m2 of commercial space 
will be retrofitted with electric heating, and that by 2030, 60 percent of homes and 40 
percent of commercial buildings will use clean electricity, whereas today the majority of 
those homes and businesses are heated with natural gas. 
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In response to BCUC IR 30.5, FEI stated the following: 

…the 2019 Base O&M funds will not be sufficient for FEI to address the challenges it 
faces over the MRP term. FEI has therefore requested an additional $1.2 million to 
enable it to compete in the BC energy market space and address the challenges FEI faces 
in retaining and growing its customer base. 

174.5 Please explain how increased spending on Customer Engagement activities such as Connect to 
Gas and Advertising will assist FEI in retaining and growing its customer base within the 
residential and building sectors if the climate action plans described in response to BCUC IR 2.1 
are mandated. 

 With separate reference to each of the three incremental funding categories (i.e. 
Advertising, Natural Gas Appliance Incentives, and Stakeholder Engagement), please 
explain how, in light of the climate action initiatives described in response to BCUC 
IR 2.1, the incremental funding will assist with: (i) attracting new natural gas 
connections; (ii) achieving conversions to natural gas; and (iii) retaining existing 
natural gas customers. 

 
In response to BCUC IR 30.18.1, FEI stated the following: 

FEI is also able to influence the market to adopt certain equipment or technologies. For 
instance, over the Current PBR Plan period, FEI worked with builders and developers to 
adopt natural gas heating equipment in their projects and provided incentives for 
equipment like combi-units and wall furnaces. These incentives proved to be effective 
and the developer community has started to embrace this equipment. 

In addition, FEI’s Energy Solutions team works very closely with key stakeholder groups 
such as builders, developers, architects, engineers and contractors to keep them abreast 
of natural gas solutions and benefits. 

174.6 Please explain how the activities described in response to BCUC IR 30.18.1 are different from the 
stakeholder engagement activities described in response to BCUC IR 30.2. 

 
In response to BCUC IR 30.8, FEI provided the following table: 
 

 
 
FEI further stated the following in response to BCUC IR 30.8: 

These expenses include advertising for multiple areas and initiatives within FEI such as 
safety, conservation and energy management, natural gas for transportation, renewable 
natural gas, energy solutions (connect to gas initiatives), and capital projects. Not all of 
these amounts are included in O&M. 

174.7 Please clarify FEI’s statement that not all of the advertising expenditures are included in O&M. 

 As part of the above response, please further break down the table provided in  
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response to BCUC IR 30.8 to show how much of the annual expenditures are 
attributable to O&M and how much are attributable to other (and specify the other). 
Please also expand the table to include Projected 2019 amounts. 

174.8 Please provide the total amount of Advertising expenses which are proposed to be included in 
FEI’s Base 2019 O&M. As part of this response, please identify and describe each category of 
advertising costs. 

 
In response to BCUC IR 30.26, FEI stated the following: 

The Digital Advisor, Communications Writer/ Researcher and Digital Communications 
Advisor requests relate to three incremental positions. This was initially contracted out 
to consultants to help manage work peaks, but with increased requirements, FEI plans 
to add incremental resources and bring this expertise in-house at the same time in order 
manage the workflow. 

In response to BCUC IR 30.2, FEI provided the following details of the changes from year to year related 
to In-house Resources (digital communications) to Address Customer Preferences: 
 

 
 
174.9 Please explain if, commencing in 2016, the writers FEI referred to in the above preamble were 

consultants or were in-house employees. 

174.10 Please clarify if the historical In-house Resources (digital communications) O&M provided in 
response to BCUC IR 30.2 (i.e. $0.051 million, $0.072 million, $0.125 million, $0.271 million and 
$0.271 million for years 2014 through 2018, respectively) includes the consultant costs. 

 If yes, please provide the amount for each year which was attributable to consultants 
and the amount that was attributable to other costs, such as FEI employees or non-
labour costs. 

 If no, please explain in detail what the historical amounts were related to and please 
provide the annual costs related to consultants for the services described in response 
to BCUC IR 30.2 (as provided in the above preamble). 

 Reference: FEI BASE O&M 
Exhibit B-10, BCUC IR 30.9, 31.3, 31.4; Exhibit B-1, pp. C-30 – C-31, C-33 
New Funding for MRP Term – Engagement 

On pages C-30 and C-31 of the Application, FEI describes its incremental funding request of $0.600 
million for advertising under the Connect to Gas program. 
 
On page C-33 of the Application, FEI describes its incremental funding request of $2 million for “Raising 
Awareness for Consumers in a Lower Carbon Future.” 
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In response to BCUC IR 31.3, FEI stated the following: 

…the Connect to Gas initiative includes the range of activities that FEI undertakes to 
attract and retain its customers, whereas the incremental funding request for increasing 
awareness of the role of natural gas within a lower carbon economy supports 
communication of a much broader message to the public similar to public safety and 
energy efficiency messages. These messages speak to the benefits of natural gas in 
today’s competitive, low carbon economy, including its contribution to lowering costs 
and emissions through applications like natural gas for transportation, renewable 
natural gas, liquefied natural gas, compressed natural gas, as well as for home heating. 

In response to BCUC IR 31.4, FEI further stated that “these are two different programs and are targeted 
at different audiences. Therefore, the two programs require the development of separate content, 
separate communications streams, events, workshops, sponsorships and advertising targeted at 
different audiences.” 
  
In response to BCUC IR 30.9, FEI described the planned Connect to Gas advertising, including the 
following three campaigns: (i) Cooking with Gas, (ii) Energy Literacy, and (iii) Conversion. FEI also stated 
that it “plans to take a broader provincial approach to promoting natural gas, and as part of that, expand 
to channels such as TV to reach a broader audience.” 
 
175.1 Please explain in detail the different audiences that the Connect to Gas advertising and the 

Raising Awareness for Consumers in a Lower Carbon Future advertising are targeting. 

175.2 Please explain why it is not reasonable to expect that through the expansion of advertising 
channels in both areas of advertising there would be an overlap in messaging to customers. 

175.3 Please explain why FEI is not able to combine some of the advertising efforts in the areas of 
Connect to Gas and Raising Awareness for Consumers in a Lower Carbon Future in order to 
reduce the incremental advertising costs. 

175.4 In a level of detail similar to FEI’s response to BCUC IR 30.9, please provide a breakdown and 
description of the planned advertising activities for Raising Awareness for Consumers in a Lower 
Carbon Future for, at minimum, the upcoming 2020 year. 

 Reference: FBC BASE O&M 
Exhibit B-10, BCUC IR 29.1; Exhibit B-1-3, p. C-44 
New Funding for MRP Term 

In response to BCUC IR 29.1, FortisBC provided the following analysis for FEI: 
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176.1 Please provide the same analysis for FBC using a 2019 Base O&M of $56.907 million (i.e. the 

proposed 2019 Base O&M provided in the June 21, 2019 Errata but excluding the proposed 
incremental funding of $0.763 million). 

 Reference: FBC BASE O&M 
Exhibit B-7, CEC IR 43.4; FBC Application for a CPCN for the Grand Forks Terminal 
Station Reliability Project, Order C2-19 and Decision dated July 25, 2019 
Grand Forks Terminal Station Reliability Project CPCN 

In response to CEC IR 43.4, FBC confirmed that subsequent to the approval of the Grand Forks Terminal 
Station Reliability Project CPCN application, it would reduce FBC’s Base O&M by $0.089 million (in 
$2021). 
 
On July 25, 2019, the BCUC issued its decision and Order C-2-19 approving the Grand Forks Terminal 
Station Reliability Project CPCN application. 
 
177.1 Please confirm, or explain otherwise, that FBC intends to file an evidentiary update which will 

reduce FBC’s Base O&M as described in response to CEC IR 43.4. If confirmed, please explain 
when this update will be filed. 

 Reference: FBC BASE O&M 
Exhibit B-10, BCUC IR 36.2, 36.4, 36.5, 36.8 
Adjustments – Mandatory Reliability Standards (MRS) 

In response to BCUC IR 36.2, FBC provided the following breakdown and description of actual MRS O&M 
(excluding incremental and Z-Factor O&M): 
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178.1 Please provide the number of FTEs included in each year’s labour O&M shown in the above 

table and provide a detailed description of the titles and positions that make up the annual 
labour. Please also provide a detailed description of the activities performed by each FTE. 

178.2 For each year in the above table, please provide the number of contractors and consultants 
utilized and describe the activities performed by each contractor and consultant in detail. 

 
In response to BCUC IR 36.4, FBC provided the following tables: 
 

 
 
In response to BCUC IR 36.5, FBC provided the following table showing the forecast capital expenditures 
associated with Assessment Report No. 8 (AR8) and Assessment Report No. 10 (AR10) over the period 
2020-2024: 

 
 
178.3 With regard to the Actual Compliance Audit O&M incurred in 2015 and 2018 (as shown in 

Table 1 of BCUC IR 36.4), please provide a detailed explanation and breakdown of these costs. 

  



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 37 of 126 

 As part of the above response, please explain if the work performed related to the 
audits was done by existing FBC employees or contractors/consultants (or a 
combination). If some or all of the work was performed by existing FBC employees, 
please explain why the O&M costs were considered “incremental”. 

178.4 Please provide the frequency of MRS Compliance Audits and how many audits FBC anticipates 
during the proposed MRP term. 

178.5 With regard to the AR8 costs provided in the above tables, please provide the following 
information: 

• A detailed breakdown and explanation of the one-time O&M costs incurred in 2016 and 
2017; 

• A detailed breakdown and explanation of the one-time Capital costs incurred in 2017; 
• A detailed breakdown and explanation of the ongoing O&M costs incurred in 2018 and 

2019, including a detailed explanation as to why these incremental costs are required on a 
go-forward basis; and 

• A detailed breakdown and explanation of the ongoing Capital costs incurred in 2018 and 
2019, including a detailed explanation as to why these incremental costs are required on a 
go-forward basis. 

 
178.6 With regard to the AR10 costs provided in the above table, please provide the following 

information: 

• A detailed breakdown and explanation of the one-time O&M costs incurred in 2018 and 
2019 (projected); 

• A detailed breakdown and explanation of the one-time Capital costs incurred in 2019 
(projected); 

• A detailed breakdown and explanation of the anticipated ongoing O&M costs starting in 
2020, including a detailed explanation as to why these incremental costs are required on a 
go-forward basis; and 

• A detailed breakdown and explanation of the anticipated ongoing Capital costs starting in 
2020, including a detailed explanation as to why these incremental costs are required on a 
go-forward basis. 
 

178.7 Please provide a detailed discussion as to why the MRS Assessment Reports result in additional 
O&M and Capital cost requirements for FBC. 

 
In response to BCUC IR 36.8, FBC stated the following: 

The costs of complying with existing MRS are not subject to uncertainty or variability to 
the same degree as the costs of integrity digs; therefore, there is no reason to exclude 
these costs from index-based O&M Expense…For clarity, FortisBC is proposing to 
forecast annually any incremental O&M and capital costs it incurs in complying with 
new or amended MRS requirements… 

…Excluding portions of O&M from the indexing mechanism weakens the Utilities’ ability 
and incentives to efficient management of expenses and also reduces the amount of 
indexed O&M Expense eligible for earnings sharing to the benefit of customers. 

178.8 Please discuss whether allowing flow-through treatment of a portion of MRS-related costs (i.e. 
the costs to comply with new or amended MRS requirements) while including the remainder of 
costs in the index-based formula expenses might weaken FBC’s incentives to efficiently manage 
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its costs. For instance, please discuss whether, as a result of FBC being approved to treat new or 
amended MRS requirement costs as flow-through, when such new or amended requirements 
arise, FBC would not have an incentive to first assess whether the costs could be managed 
within formula O&M through increased efficiency efforts. 

 As part of the above response, please discuss whether the incentive properties of the 
proposed indexed-based O&M would be increased if FBC were required to manage all 
of its MRS-related costs within the approved formula, including any incremental costs 
which may arise from new or amended MRS requirements. 

 Reference: FBC BASE O&M 
Exhibit B-10, BCUC IR 37.1; Exhibit B-1, p. C-46 
Deferrals – Manual Meter Reading Costs 

On page C-46 of the Application, FBC states that it proposes to include the cost of manual meter reading 
in the 2019 Base O&M and that the revenue from the manual meter read fees will be recorded in Other 
Revenues. 
 
In response to BCUC IR 37.1, FBC provided the following table: 
 

 
 
179.1 Please explain why FBC does not propose to include the net manual meter reading expense in 

the 2019 Base O&M (i.e. an amount of 0) as opposed to recording the expense portion in the 
2019 Base O&M and forecasting the revenue portion annually as part of Other Revenue. 

 
E. CAPITAL EXPENDITURES 

 Reference: CAPITAL EXPENDITURES 
Exhibit B-1, Section C3  
Capital Expenditures Overview 

180.1 Please provide a table, in a similar format to the table below, comparing FEI’s actual capital 
expenditures for each capital category during the Current PBR Plan and the forecast capital 
expenditures for the proposed MRP.  
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 Current PBR Proposed MRP 
 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 
GROWTH CAPITAL  
New Customer 
Mains 

           

New Customer 
Services 

           

New Customer 
Meters 

           

CIAC             
[Include categories 
as required] 

           

Growth Capital 
Total 

           

SUSTAINMENT CAPITAL 
Customer 
Measurement 

           

Transmission System 
Reliability & 
Integrity 

           

Distribution System 
Reliability 

           

Distribution System 
Integrity 

           

System 
Improvements (DP) 

           

CIAC            
[Include categories 
as required] 

           

Sustainment Capital 
Total 

           

OTHER CAPITAL 
Equipment            
Facilities            
Information Systems            
[Include categories 
as required] 

           

Other Capital Total            
MAJOR PROJECTS 
[Include categories 
as required] 

           

Major Projects 
Capital Total 

           

Annual Total            
Term Total   
 
180.2 Please provide a table, in a similar format to the table below, comparing FBC’s actual capital 

expenditures for each capital category during the Current PBR Plan and the forecast capital 
expenditures for the proposed MRP.  
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 Current PBR Proposed MRP 
 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 
GROWTH CAPITAL  
Transmission 
Growth 

           

Distribution Growth            
New Connects            
CIAC             
[Include categories 
as required] 

           

Growth Capital 
Total 

           

SUSTAINMENT CAPITAL 
Generation            
Transmission 
Sustainment 

           

Stations 
Sustainment 

           

Distribution 
Sustainment 

           

Telecommunications            
CIAC            
[Include categories 
as required] 

           

Sustainment Capital 
Total 

           

OTHER CAPITAL 
Equipment            
Facilities            
Information Systems            
[Include categories 
as required] 

           

Other Capital Total            
MAJOR PROJECTS 
[Include categories 
as required] 

           

Major Projects 
Capital Total 

           

Annual Total            
Term Total   

 

 Reference: FEI GROWTH CAPITAL EXPENDITURES 
Exhibit B-1, pp. C-58, C-61; Order G-156-19, Appendix B, p. 7 
2019 Projected and Base and 2020 Forecast 

On page C-58 of the Application, FEI provides the following table: 
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On page 7 of the reasons for decision attached to Order G-156-19, the BCUC stated the following: 

The examination of alternative rate-setting approaches, including cost of service, is an 
issue which can, and is, being explored in the current proceeding. The Panel expects 
that parties will continue to pursue these issues in IR no. 2…All parties are welcome to 
pursue any information necessary to assist the Panel in making determinations 
regarding a potential re-basing of certain costs and an appropriate approach to rate-
setting. 

181.1 Please add an additional column to Table C3-1 of the Application for Projected 2019 Growth 
Capital. Please indicate the number of months of actual results which have been included in the 
Projected 2019 Growth Capital amounts. 

181.2 In the same format as Table C3-1, please provide the proposed 2019 Base Growth Capital. 
Please specifically identify in which Growth Capital categories the proposed incremental funding 
amounts for Construction Price Increases and Muster Kit & Material Allocation Impacts are 
recorded. 

181.3 In the same format as Table C3-1, please provide the Forecast 2020 Growth Capital expenditures 
under a cost of service-based rate-setting approach. Please clearly identify and explain all 
differences between the 2019 Base Growth Capital and the Forecast 2020 Growth Capital 
(excluding inflationary increases). 

 Reference: FEI GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 40.1; Exhibit B-1, p. C-58 
Contributions in Aid of Construction (CIAC) 

In response to BCUC IR 40.1, FEI provided the following table: 
 

 
  



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 42 of 126 

On page C-58 of the Application, FEI provides the following table: 
 

 
 
182.1 Please explain what the remainder of the annual CIAC amounts are attributable to (i.e. the 

annual differences between the CIAC amounts in Table C3-1 of the Application and the amounts 
provided in the table in response to BCUC IR 40.1). 

182.2 Please explain why, despite the large increase in New Customer Mains and New Customer 
Services costs commencing in 2015, the annual CIAC amounts related to New Customer Mains 
and New Customer Services did not increase. 

 Reference: FEI GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 41.1, 41.4, 41.5; Exhibit B-1, pp. C-56 – C-63; FEI PBR Application, 
pp. 227-238  
FEI Customer Additions 

In response to BCUC IR 41.4, FEI provided the following table: 

 

In response to BCUC IR 41.4, FEI also stated the following: 

FortisBC has not produced a forecast of the number of customers and customer 
connections for the term of the MRPs. The Application sets out the framework and 
mechanism by which inflation-indexed O&M and Growth capital (for FEI only) will 
escalate Base O&M and Growth capital over the term of the MRPs. At each Annual 
Review for rates, FortisBC will forecast the average number of customers and gross 
customer additions (for FEI only) for the upcoming year to determine Gross O&M and 
Growth capital.  

183.1 Please expand the table provided in response to BCUC IR 41.4 to include the forecast number of 
net customer additions and gross customer additions for 2020 and 2021. 
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In response to BCUC IR 41.5, FEI provided the following table: 

 

 
183.2 Please expand the table provided in response to BCUC IR 41.5 to include 2020 and 2021 

amounts. 

 Reference: FEI GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 42.1 
New Customer Meters 

In response to BCUC IR 42.1, FEI provided the following table: 

 

184.1 Please explain the significant increase in capital expenditures for New Customer Meters from 
2015 to 2016. Please provide a separate explanation for: (i) Residential and Commercial Meter 
sets; and (ii) Large Commercial/Industrial Meter sets. 

 Reference: FEI GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 40.4, 40.5, 42.1, 47.4.1; Exhibit B-1, pp. C-56 – C-63, C-65 
Distribution Pressure (DP) System Improvements 

In response to BCUC IR 40.4, FEI stated the following: 

Distribution pressure (DP) System Improvements will be included in the Growth capital 
category for the proposed MRP term. DP System Improvements include looping of 
distribution gas mains to increase the capacity of the system to meet increasing 
customer demand. FEI has proposed this change because the primary driver for these 
expenditures is customer additions and the timing of the expenditures is generally 
within the same year that the customer additions take place. [Emphasis added] 

In response to BCUC IR 40.5, FEI provided the following table showing the correlation coefficients for 
Growth Capital based on the actual 2014 through 2018 expenditures: 
 

 



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 44 of 126 

185.1 When considering the low correlation coefficients between the System Improvements (DP) 
expenditures and both service line additions and gross customer additions, please explain why 
FEI considers it appropriate to move System Improvements (DP) from the Sustainment Capital 
category to the Growth Capital category.  

 As part of the above response, please explain how FEI determined that expenditures 
in the System Improvements (DP) category are driven by customer additions. Please 
provide the analysis used to support this conclusion and detail any assumptions made. 

185.2 Please discuss any other cost drivers FEI identified for the System Improvements (DP) 
expenditure category and provide the respective coefficient of correlation for each driver. 

 
On page C-65 of the Application, FEI provides Table C3-7 which excludes capital expenditures for 
Distribution System Improvements. 

 

In response to BCUC IR 47.4.1, FEI provided an update to Table C3-7 to include capital expenditures for 
Distribution System Improvements. 

 

Based on the above tables, Distribution System Reliability expenditures excluding System Improvements 
(DP) are forecast to increase by $9.349 million in 2024; whereas, Distribution System Reliability 
expenditures including System Improvements (DP) are forecast to increase by $17.841 million in 2024. 
 
185.3 Please explain how FEI derived the forecast for the capital expenditures required for System 

Improvements (DP). As part of this response, please explain the large forecast increase in 2024. 

 
In response to BCUC IR 42.1, FEI provided the following table: 
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185.4 For each region in the above table, please explain the causes of the fluctuations in DP System 

Improvements costs in each year of the Current PBR Plan term. Please specifically identify and 
discuss the causes of significant increases in expenditures in certain years (e.g. 2015 
expenditures in the Fraser Valley and 2018 expenditures on Vancouver Island). 

185.5 Please explain if FEI is expecting the trend in low (or zero) DP System Improvements costs to 
continue in the future in the Interior North. Please explain the basis for FEI’s response, including 
any assumptions. 

 Reference: FEI GROWTH CAPITAL 
Exhibit B-10, BCUC IR 2.1, 2.3, 8.8, 8.10; Exhibit B-1, pp. C-60 – C-61 
New Customer Services 

In response to BCUC IR 8.8, FEI explained the factors contributing to the high dollar per service line 
addition ($/SLA) variance in 2018 of $1,388. These factors included: (i) contractor cost increases; (ii) 
increased internal crew charges as a result of mobilizing out of town crews to the Lower Mainland due 
to the “record level of gross customer and service line additions activity experienced in 2018”; (iii) 
management costs; and (iv) muster kit material charges. 
 
On page C-60 of the Application, FEI states that the proposed Growth Capital base for the MRP includes 
the average 2016-2018 actual unit costs as a starting point with two adjustments to increase the overall 
unit cost Growth Capital base. 
 
In response to BCUC IR 2.1, FEI stated: “Climate action plans, including the CleanBC Plan, the BC Energy 
Step code, and local government actions to strengthen their climate action initiatives, will constrain the 
outlook for FEI’s traditional natural gas services.” 
 
In response to BCUC IR 2.3, FEI stated the following: 

Generally, the new housing construction market is expected to soften over the early 
period of the MRP as compared to current levels largely due to impacts of recent policy 
and regulation changes that affect the purchase of a home, such as tightening mortgage 
rules, the foreign buyer’s tax, and the speculation tax…Accordingly, FEI expects that 
capital expenditures related to customer growth will be lower overall during the MRP 
term as compared to the Current PBR Plan term. 

186.1 Given that the large variance in formula versus actual service line additions in 2018 is partially 
attributable to the record level of gross customer and service line additions activity experienced 
in 2018, please discuss whether it would be appropriate to normalize the actual 2018 New 
Customer Services amount (i.e. adjust the amount downwards) to reflect a more reasonable 
expectation of future activity within the MRP Growth Capital base. 
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 As part of the above response, please specifically address FEI’s expectations regarding 
slower growth in traditional natural gas services and softening of the new housing 
construction market, and whether these expectations should result in a downwards 
adjustment to the Base 2019 Growth Capital. 

 
In response to BCUC IR 8.10, FEI stated that contractor cost increases accounted for approximately 75 
percent of the total cost variance in service line additions in 2018. One of the factors was that the 
“percentage of services over 15 metres in length increased indicating that the average service length 
installed was substantially longer than in previous years.” 
 
186.2 Please further explain the reasons why the percentage of services over 15 metres in length was 

significantly higher in 2018 compared to previous years. 

186.3 Please explain the likelihood that the percentage of services over 15 metres will be comparable 
to 2018 during the proposed MRP term. As part of this response, please compare the 
percentage of services over 15 metres of length experienced thus far in 2019 to the percentage 
in 2018. 

186.4 Please discuss FEI’s expectations regarding the amount of internal crew charges resulting from 
mobilizing out of town crews to the Lower Mainland during the proposed MRP term. 

 As part of this response, please provide the actual amount of internal crew charges in 
each of 2014 through 2018 and projected 2019. 

186.5 Please discuss whether FEI expects management costs to be lower in 2019 than in 2018 due to 
the efforts to refresh the contract for the competitive bid process being completed in 2018. 

 Reference: FEI GROWTH CAPITAL 
Exhibit B-10, BCUC IR 42.1.1, 42.8, 42.9, 42.10, 42.12; Exhibit B-1, pp. C-61 – C-62  
Incremental Funding 

In response to BCUC IR 42.1.1, FEI stated that the main factors that contributed to the Construction 
Price increase of approximately 13 percent were: 

1. Contractor Price Increases; 
2. Regional Growth Activity; 
3. Field Quality Assurance; 
4. Testing Installations; and 
5. Muster Kit & Material Allocation Impacts. 

 
187.1 Please clarify if FEI’s statement that the Muster Kit & Material Allocation Impacts contributed to 

the Construction Price increase of 13 percent was in error and that only the first four items in 
the list in the above preamble contributed to the Construction Price increase. 

 
In response to BCUC IR 42.1.1, FEI provided the following explanation of Muster Kit & Material 
Allocation Impacts: 

The total incremental impact to New Customer Services represents an increase of 
approximately $0.9 million and $1.3 million in 2018 and 2019, respectively. Conversely, 
there was a reduction in the muster kit material charge for mains muster kits based on 
an evaluation of actual materials used in an average mains installation. The total 
incremental impact to New Customer Mains is a decrease of approximately $0.6 million 
each year in 2018 and 2019… 



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 47 of 126 

…The new prices were effective March of 2018, which were prorated accordingly in 
calculating the cost impact for both New Customer Services and Mains. 

On page C-61 of the Application, Table C3-3 shows the incremental funding for Muster Kit & Material 
Allocation Impacts to be $642,000. 
 
In response to BCUC IR 42.12, FEI provided the following table: 
 

 
 
187.2 Please clarify if the Muster Kit Material Charges provided in response to BCUC IR 42.12 

represent all of the “Muster Kit & Material Allocation Impacts” charges. 

 As part of the above response, please explain the statement in response to BCUC 
IR 42.1.1 that the “total incremental impact to New Customer Mains is a decrease of 
approximately $0.6 million each year in 2018 and 2019” given: (i) the increased costs 
in 2018 and 2019 compared to 2017, as shown in the above table; and (ii) the fact that 
the total costs related to New Customer Mains in 2018 and 2019 are only $261,000 
and $231,000, respectively. 

 If the Muster Kit Material Charges in the above table do not represent all of the 
“Muster Kit & Material Allocation Impacts” charges, please provide a revised table 
which includes all of the costs. 

187.3 Please further explain the statement in response to BCUC IR 42.1.1 that Muster Kit Material 
Charges increased by $0.9 million and $1.3 million in 2018 and 2019, respectively, given that the 
Muster Kit Material Charges for New Customer Services, as shown in the above table, are 
projected to decrease in 2019 compared to 2018. 

187.4 Please explain if the proposed 2019 Base Growth Capital amount for Muster Kit & Material 
Charges is calculated by taking the average of the actual 2016-2018 amounts provided in the 
above table (in response to BCUC IR 42.12), multiplying the average amount by inflation, and 
adding $642,000. 

 As part of the above response, please provide the 2019 Base amount related to 
Muster Kit & Material Charges and provide the supporting calculations. 

 As part of the above response, please also clearly show, with supporting calculations, 
how the $642,000 incremental expenditures were calculated. 

 
In response to BCUC IR 42.1.1, FEI stated that two factors – Regional Growth Activity and Muster Kit & 
Material Allocation Impacts – have had an impact on actual Growth Capital expenditures during the 
2016-2018 period. 
 
In response to BCUC IR 42.10, FEI provided the following table: 
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187.5 Please provide a detailed calculation and description of how the incremental amount of 
$597,000 related to Regional Growth Activity was calculated. 

187.6 Please provide a detailed breakdown and description of the incremental costs related to Testing 
Installations. 

 
On page C-62 of the Application, FEI states the following regarding Field Quality Assurance: 

FEI is conducting increased field audits of Growth capital construction to continue to 
ensure quality requirements are met and to maintain documentation and records 
quality. These audits serve to verify that the quality of works remains high and to 
identify workmanship or procedures that require correction with the goal of avoiding 
defects in the system that are difficult to identify at a later date.  

In response to BCUC IR 42.8 FEI stated the following: 

FEI does not track completed audits by expenditure program. However, the total 
number of field audits completed for O&M, Growth, and Sustainment capital during the 
Current PBR Plan term are as follows: 

 

FEI estimates that the number of field audits related to Growth capital is expected to 
increase by approximately 700 per year. 

In response to BCUC IR 42.9, FEI stated the following: 

FEI cannot provide a detailed breakdown and description of the field audit costs 
incurred each year during the Current PBR Plan term as FEI does not track field audit 
costs separately within management costs. The incremental cost proposed to be added 
to Base Growth capital is $1.8 million for the addition of nine full time equivalents to 
oversee the program to continue to ensure quality requirements are met and to 
maintain documentation and records quality. 

187.7 Please clarify FEI’s statement in response to BCUC IR 42.9 that the incremental cost proposed to 
be added to Base Growth Capital is $1.8 million given the amount provided for Field Quality 
Assurance in response to BCUC IR 42.10 of $1.515 million. 

187.8 Please separately explain in detail the field audit process for each of Growth Capital, 
Sustainment Capital and O&M, including what would trigger a field audit. 

 As part of the above response, please elaborate on the work undertaken during a field 
audit, the number of persons required to conduct an audit and the average time taken 
to complete an audit for each of Sustainment Capital, Growth Capital and O&M.  
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187.9 Please explain in detail why the number of field audits increased significantly between 2015 and 
2016 and is anticipated to increase during the proposed MRP term. As part of this response, 
please explain in detail why it was determined that an increased number of field audits of 
Growth Capital are required during the proposed MRP term. 

187.10 Given that FEI cannot provide a detailed breakdown of the field audit costs and the number of 
completed audits is not tracked by expenditure program, please explain how FEI has determined 
that the number of field audits for Growth Capital will increase by 700 per year. Please also 
explain in detail how FEI derived the incremental cost for Field Quality Assurance to be added to 
Base Growth Capital. 

187.11 Please provide the number of FTEs that are currently overseeing the Field Quality Assurance 
program and provide the total capital expenditure for the FTEs. 

187.12 Please provide the title(s), job description(s) and annual salary of the nine FTEs proposed to be 
hired to oversee the program. 

187.13 Please explain if an increased number of field audits related to (i) Sustainment Capital and (ii) 
O&M are expected during the proposed MRP term. 

 If yes, please estimate the increased number of field audits and provide an estimate 
and description of the annual additional Sustainment Capital and/or O&M costs. 

 If no, please explain why not. 

187.14 Please further explain what activities are required as part of maintaining documentation and 
records quality. 

 Reference: SUSTAINMENT/OTHER CAPITAL 
Exhibit B-10, BCUC IR 1.1, 9.1, 9.3.2; Exhibit B-1, pp. C-63 – C-64 
Formula versus Forecast Approach to Regular Capital 

In response to BCUC IR 9.3.2, FEI stated that it does not believe that a formula approach to 
Sustainment/Other Capital would provide a more reasonable approach than the current proposed 
forecast due to the following reasons: 

• A formula approach would not provide the flexibility required to address the challenges created 
by the evolving operating environment in the interest of existing customers. 

• Additional investment is required in physical assets and information systems to address the 
changing security landscape and to ensure the safe and reliable operation of an aging asset 
base. These expenditures are unrelated to the number of customers on the system. 

• Innovation and adoption of technologies is a key aspect of transitioning to a lower carbon 
environment. Pursuing innovation provides an opportunity to proactively manage rate impacts 
while supporting GHG emissions reduction goals and helping customers. 

 
In response to BCUC IR 1.1, FortisBC stated that it is “unable to provide a forecast of capital expenses 
related specifically to addressing policy impacts as many policies continue to evolve and develop. 
However, both FEI and FBC will forecast capital related to Investments in a Clean Growth 
Future…annually as part of the Annual Review of Rates.” 
 
188.1 Please explain in detail why a formula approach to Sustainment/Other capital would not 

“provide the flexibility required to address the challenges created by the evolving operating 
environment in the interest of existing customers.” 

 As part of the above response, please specifically identify the challenges FEI is 
referring to and how these challenges impact Sustainment/Other capital. 
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 As part of the above response, please explain why a five-year formula would not 
provide as much flexibility for FEI to manage Sustainment/Other capital as would be 
provided under the proposed five-year forecast approach. 

188.2 Please explain the relevancy of bullet point number 3 in FEI’s response to BCUC IR 9.3.2 as a 
reason against using a formula approach to Sustainment/Other capital given that capital 
investments in FEI’s Clean Growth Future are proposed to be treated as flow-through and 
therefore would be forecast annually regardless of whether a formula or forecast approach was 
utilized for Sustainment/Other capital. 

188.3 Please explain why additional investments for physical assets and information systems could not 
be addressed by providing incremental funding to a “Base 2019” Sustainment/Other capital 
amount, similar to the proposal to include incremental funding as part of the proposed Base 
2019 O&M. 

 
In response to BCUC IR 9.1, FEI stated that the correlation coefficient between the number of new 
attachments and actual Sustainment/Other capital Costs during the Current PBR Plan term was 0.92. 
 
188.4 Please explain in detail the changes in circumstances that FEI believes would result in a 

significantly lower correlation coefficient between new attachments and actual 
Sustainment/Other Capital costs during the proposed MRP term. 

188.5 Please calculate the annual and cumulative 2020 through 2024 Sustainment/Other Capital 
funding which would result from setting the “Base 2019” using each of the following two 
approaches: (i) the average of 2016 through 2018 actual spending (inflation adjusted); and (ii) 
actual 2018 spending (inflation adjusted), and then applying the same formula as is proposed for 
O&M to each approach. Please show all calculations. 

 If the resulting cumulative 2020 through 2024 Sustainment/Other Capital funding 
under either of the two approaches is not comparable to the five-year forecast 
spending shown in Table C3-5 of the Application, please explain how FEI would 
propose to adjust the Base 2019 Sustainment/Other Capital in order to incorporate 
any incremental funding. 

 Reference: FEI SUSTAINMENT/OTHER CAPITAL 
Exhibit B-10, BCUC IR 43.2; Exhibit B-1-1, Appendix B8-1, pp. 8–9 
Increased In-line Inspection Activity 

On page 8 of Appendix B8-1 of the Application, FEI provides Table A:B8-1-4, which shows that increased 
in-line inspection activity contributed $9.785 million to the Sustainment/Other Capital cost pressures 
experienced during the Current PBR Plan term. 
 
In response to BCUC IR 43.2, FEI provided a copy of its response to BCUC IR 1.9.9.2 in the FEI Annual 
Review for 2017 Delivery Rates proceeding which stated, in part, the following: 

…Late in 2013, FEI applied the circumferential magnetic flux leakage in-line inspection 
technology in a selected pipeline to evaluate the ability to detect longitudinally-oriented 
features. Early results obtained by this incremental technology provided material 
improvements to FEI’s integrity management capabilities, leading to its subsequent 
adoption for all in-line inspected pipelines. 

FEI further stated the following in response to BCUC IR 43.2:  

• FEI’s re-runs of geometry and standard magnetic flux leakage tools are now planned 
on a maximum 7-year interval. The increased frequency is consistent with industry 



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 51 of 126 

practice and provides increased confidence in failure prevention; and 

• FEI increased the number of transmission pipelines subject to in-line inspection. 
 
FEI also stated the following in response to BCUC IR 43.2: 

Fluctuations in expenditures from one year to another during the Current PBR Plan term 
were primarily due to the following factors: 

• Delay of a planned pilot inspection with crack-detection in-line inspection 
technology (i.e., EMAT, or Electro-Magnetic Acoustic Transducer) on one or more 
pipelines in the Coastal Transmission System. The inspection was delayed due the 
significant complexities associated with running EMAT tools within FEI’s 
transmission pipelines, including system modifications that must be completed in 
advance. 

• FEI’s adoption of pipeline-specific in-line inspection frequencies ranging from five to 
seven years can result in some years having a higher number of inspections than 
others. 

• Co-ordination of runs on common-diameter pipelines to reduce tool mobilization 
costs. 

189.1 In consideration of the cost pressures experienced by FEI during the Current PBR Plan term, 
please explain why the adoption of circumferential magnetic flux leakage in-line inspection 
technology was considered necessary. As part of this response, please explain how FEI inspected 
the pipelines prior to 2013 and why this method was no longer considered appropriate.  

189.2 FEI states that its re-runs of geometry and standard magnetic flux leakage tools are now planned 
on a maximum seven-year interval. Please explain at what interval FEI previously conducted its 
re-runs and how it determined that a maximum of seven years is appropriate.  

189.3 Please provide a list of the pipelines FEI plans to inspect during the proposed MRP term.  

 Reference: FEI SUSTAINMENT/OTHER CAPITAL 
Exhibit B-1-1, Appendix B8-1, p. 8; FEI Annual Review for 2017 Delivery Rates 
proceeding, Exhibit B-3, BCUC IR 9.5  
Installation of Bypass (Jomar) Valves 

On page 8 of Appendix B8-1 of the Application, FEI provides Table A:B8-1-4, which shows that the 
installation of bypass (Jomar) valves contributed $11.510 million to the Sustainment/Other Capital cost 
pressures experienced during the Current PBR Plan term. 
 
In response to BCUC IR 9.5 in the FEI Annual Review for 2017 Delivery Rates proceeding, FEI stated the 
following: 

The capital costs for the Jomar valves are required to reduce the future O&M cost of the 
meter exchange program and to improve the customer experience associated with 
meter exchange service. As discussed in response to CEC IR 1.5.3, savings from the 
installation of Jomar valves are anticipated in association with any visits subsequent to 
the Jomar valve installation that require turning off gas at the meter set. 

190.1 In consideration of the cost pressures experienced by FEI during the Current PBR Plan term, 
please explain in detail why the Jomar valve installation project was considered necessary and 
could not have been deferred to future years. 
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 Please confirm, or explain otherwise, whether the Installation of Bypass (Jomar) 
Valves project is complete. If not, please provide the anticipated completion date and 
the remaining capital expenditures required for the project. 

190.2 Please provide a detailed description of the type and amount of savings anticipated during the 
proposed MRP term from the installation of the Jomar valves and whether these savings were 
taken into account when developing the 2019 Base O&M. 

 If the savings were taken into account, please explain how and in what O&M area(s) 
the savings are expected. 

 If no, please explain why not. 

 Reference: FEI SUSTAINMENT/OTHER CAPITAL 
Exhibit B-10, BCUC IR 45.1, 46.2, 46.3, 47.4.1, Attachment 46.2; Exhibit B-1, p. C-64 
Project Planning 

In response to BCUC IR 45.1, FEI stated the following: 

Prior to each year of the Current PBR Plan term, FEI’s planning process consisted of a 
review of known work, assemblage of necessary work into projects, development of 
project scopes, preparation of schedules and then prioritizing the projects based on risk 
and ability to execute the projects in consideration of available resources. The inventory 
of asset needs was constantly updated with new requests, projects or updated project 
information… 

Once approved, the capital plan is managed through monthly, or more frequent, 
forecasting of all projects and programs to provide the expected timing and amount of 
planned expenditures in comparison to the approved capital budget. By totalling all of 
the project and program forecasts, FEI is able to forecast expected capital expenditures 
of projects during the current year as well as for following years. 

As stated on page 10 of Appendix B8-1 of the Application, the management of the 
capital plan is a dynamic and ongoing process and project timing is routinely shifted to 
accommodate changing conditions, such as resource constraints, permitting, material 
delays, project interdependencies, load changes and financial constraints.  

191.1 Please discuss FEI’s strategic decision-making plan for Sustainment and Other Capital work, 
including the persons responsible for decision-making for the allocation of capital and resources 
and how FEI applies checks and balances to the plan to ensure work and projects are delivered. 

 
On page C-64 of the Application, FEI provides Table C3-6 which summarizes the actual/projected 
Sustainment Capital expenditures for 2014 to 2019, including System Improvements (DP). Based on 
Table C3-6, the average annual Sustainment Capital spending was $97,881,000. 
 
In response to BCUC IR 47.4.1, FEI provided a table which summarized the forecast Sustainment Capital 
expenditures for 2020 to 2024, including System Improvements (DP). Based on this table, the forecast 
average annual Sustainment Capital spending is $118,627,000. 
 
In response to BCUC IR 46.3, FEI provided a breakdown of all the projects or programs in the 
Sustainment or Other Capital categories with a capital cost of $2 million or greater that FEI had planned 
to deliver in the Current PBR Plan term. 
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In response to BCUC IR 46.2, FEI provided Attachment 46.2, which summarizes the projects with an 
estimated cost over $2 million in the Sustainment Capital category that FEI plans to deliver over the 
proposed MRP term: 

1. 5 Year Turnaround at Tilbury LNG Expansion ($2,485,000) 
2. 240 St. & 102 Ave. Station, Maple Ridge – Insufficient Capacity ($2,500,000) 
3. Grand Forks to Trail 273 Pipeline Alteration ($3,589,000) 
4. Huntingdon to Nichol In Line Inspection ($2,760,000) 
5. NW Kamloops Secondary Supply – Install Loop from Westsyde to Rayleigh ($3,900,000) 
6. Penticton Second Supply ($2,100,000) 
7. SI – 1300m x 323 IPST Riverside, Abbotsford ($3,587,000) 
8. SI – 1850m x 168 IPST McLeod, Chilliwack ($2,404,000) 
9. Tilbury LNG Air Cooler Upgrade ($3,184,000) 
10. V1 Compressor Unit 1, 2 & 3 Engine Overhaul and Emissions Reduction to 15 PPM 

($7,889,000)  

191.2 Please consolidate the information provided in Attachment 46.2 and the table provided in 
response to BCUC IR 46.3 to summarize the projects FEI intends to deliver during the proposed 
MRP term. 

191.3 Please confirm, or explain otherwise, that based on the table provided in response to BCUC IR 
46.3, nine out of the twelve projects were not completed during the Current PBR Plan term. 

 Please explain why the majority of the planned projects did not proceed during the 
Current PBR Plan term. As part of this response, please provide a high-level overview 
of the capital projects that were incurred for Sustainment Capital during the Current 
PBR Plan term. Please also identify the key areas of expenditure and any unplanned 
projects or expenditure categories that resulted in the increase in costs. 

191.4 In consideration of the increased forecast Sustainment Capital spending during the proposed 
MRP term, the increased number of planned projects, and the planned versus actual 
Sustainment Capital project results during the Current PBR Plan term, please explain why FEI 
considers the projected level of Sustainment Capital expenditures for the proposed MRP term to 
be appropriate. 

 Reference: FEI SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 47.1 
Asset Age 

In response to BCUC IR 47.1, FEI provided updated figures showing the current asset conditions 
compared to the conditions at the time of the FEI PBR Application. Based on these figures, 
approximately 36 percent of distribution mains are now older than 40 years compared to approximately 
27 percent at the time of the FEI PBR Application, and approximately 50 percent and 55 percent of TP 
and IP Pipelines, respectively, are older than 40 years compared to 34 percent and 38 percent, 
respectively, at the time of the FEI PBR Application. 
 
192.1 Please explain the cause(s) of the trend in increased asset ages. 

192.2 Please explain in detail the near-term and long-term implications of the increased proportion of 
transmission and distribution assets having ages greater than 40 years. 

192.3 Please discuss FEI’s expectations regarding the change in the distribution of asset ages at the 
conclusion of the proposed MRP term and explain the basis for these expectations. 
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 Reference: FEI SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 47.5; Exhibit B-1, p. C-69 
FEI Sustainment Capital Expenditures 

In response to BCUC IR 47.5, FEI provided the following breakdown of Customer Measurement 
expenditures: 
 

 
 
193.1 Please explain why the 2019 projected “Large Commercial / Industrial Meter Alteration & 

Exchange” expenditures are expected to be significantly higher than the past the two years. 

 
In response to BCUC IR 47.5, FEI provided the following breakdown of Distribution System Reliability 
expenditures: 
 

 
 
193.2 Please explain why the “Distribution Stations Alterations” expenditures were significantly higher 

in 2017. 

193.3 Please explain why the “Distribution System Telemetry Alterations” expenditures were 
significantly higher in 2018. 

193.4 Please explain why the “Revelstoke Propane Plant Alterations” expenditures were significantly 
higher in 2018. 

 
On page C-69 of the Application, FEI provides the following table: 
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193.5 Please explain the cause(s) of the forecast increased expenditures for Distribution System 
Telemetry Alterations during the proposed MRP term compared to the Current PBR Plan term 
(with the exception of 2018). 

 Reference: OTHER CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 48.1, 59.1; Exhibit B-1, pp. C-73, C-74, C-102 
FEI Fleet Services and FBC Fleet Vehicles 

On page C-73 of the Application, FEI provides the following table: 
 

 
 
In response to BCUC IR 48.1, FEI provided the following table: 
 

 
 

On page C-74 of the Application, FEI states the following regarding Fleet Services: 

Expenditures have been higher in recent years because of changes in headcount 
associated with new crews in the province, and because of reprioritization of vehicle 
purchases from earlier years of the Current PBR Plan…As such, Fleet replacement costs 
are lower and trending downward over 2020-2024 period compared to the 2017-2019 
average expenditure. 

On page C-102 of the Application, FBC states the following regarding Fleet Vehicles: “This category 
includes the replacement and/or acquisition of heavy fleet vehicles, light duty vehicles, passenger 
vehicles, service vehicles, speciality vehicles, specialty equipment and off road vehicles necessary to 
meet the operational requirements of FBC.” 
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In response to BCUC IR 59.1, FBC provided the following tables: 
 

 
 

In response to BCUC IR 59.1, FBC stated the following regarding Fleet Vehicles: 

The main factor contributing to the increases in costs for Fleet Vehicles has been the 
change in the US$/CDN$ exchange rate starting in 2015. The specialized assets utilized 
by FBC are almost exclusively built and manufactured in the United States and Fleet 
Vehicles expenditures in the proposed MRP reflect a further increase in price due to the 
change in the US$/CDN$ exchange rate. 

194.1 Please compare and contrast FEI and FBC’s Fleet Services/Vehicles expenditures, including the 
types of vehicles purchased, where the vehicles are purchased (Canada, US, other) and the cost 
drivers. 

194.2 For each of FEI and FBC, please provide a table showing the following for each year of the 
Current PBR Plan term and for each year of the proposed MRP term: 

• The number of vehicles purchased by type of vehicle; and 

• The average cost per type of vehicle in US$ and in CDN$. 

 
194.3 With regard to FEI, please explain why it is not expected that Fleet Services expenditures will 

return to levels experienced during 2015 and 2016. 

 Reference: FEI MAJOR CAPITAL PROJECTS 
Exhibit B-10, BCUC IR 49.5 
Rate Impacts 

In response to BCUC IR 49.5, FEI provided the actual/projected capital spending on Major Projects 
during the Current PBR Plan term, which totaled $1.090 billion over six years. 
 
In response to BCUC IR 49.5, FEI also provided the forecast capital spending on Major Projects during the 
proposed MRP term, which totals $1.548 billion (though a number of projects are listed as “under 
development”). The forecast spending is an increase of 42 percent over the Current PBR Plan term. 
 
195.1 Please explain, and quantify where possible, the potential rate impacts to FEI customers during 

the proposed MRP term of the forecast capital spending on Major Projects. Please provide 
potential rate impacts based on hypothetical low, medium and high load growth scenarios. 
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 Reference: FBC CAPITAL EXPENDITURES 
Exhibit B-1-3, p. C-81 
Project Planning 

On page C-81 of the Application Errata dated June 21, 2019, FBC provides Table C3-20 which 
summarizes the actual/projected Regular Capital expenditures during the Current PBR Plan term. Based 
on this table, the average annual Regular Capital spending was $63.127 million. 
 
Table C3-21 on page C-81 summarizes the Regular Capital expenditures forecast for the proposed MRP 
term. Based on this table, the forecast average annual Regular Capital spending is $88.401 million. 

 
196.1 Please provide a detailed comparison of the anticipated workload to deliver the capital 

expenditures planned during the proposed MRP term with the workload that was required to 
deliver the capital expenditures during the Current PBR Plan term. 

196.2 Please explain in detail how FBC plans to deliver the increased workload anticipated for the 
proposed MRP term. 

 As part of the above response, please explain if FBC anticipates an increase in the 
number of FTEs and/or an increase in the number of contractors during the proposed 
MRP term and, if so, please provide estimates of the increased FTEs and/or 
contractors.  

196.3 Please discuss the impacts to ratepayers, if any, if FBC is unable to deliver all of its planned 
capital expenditures during the proposed MRP term. 

196.4 In consideration of the forecast 40 percent increase in Regular Capital spending during the 
proposed MRP term, please explain why FBC considers the projected level of Regular Capital 
expenditures for the proposed MRP term to be reasonable. 

 Reference: FBC GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 51.3, 51.4, 52.1, 53.1, 53.2; Exhibit B-1, p. C-82; FBC PBR 
Application, Exhibit B-1, p. 208 
FBC Transmission Growth Capital 

On page C-82 of the Application, FBC provides the following table: 
 

 
 
197.1 Please provide a similar table to Table C3-23 to show a breakdown of the annual 

actual/projected Transmission Growth Capital expenditures for years’ 2014 through 2019. 
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In response to BCUC IR 52.1, FBC provided the following table: 
 

 
 
In response to BCUC IR 53.2, FBC provided the following table showing Transmission Growth projects 
over $1 million: 
 

 
 
197.2 Please explain the following discrepancies between BCUC IR 52.1 and BCUC IR 53.2: 

• The actual Transmission Growth Capital in 2014 in BCUC IR 52.1 is only $0.377 million; 
however, the response to BCUC IR 53.2 shows an actual capital cost for the Ellison to 
Sexsmith Transmission Tie project and the Huth 2nd Distribution Transformer Addition 
project of $2.461 million and $0.267 million, respectively, in 2014. 

• The actual Transmission Growth Capital in 2015 in BCUC IR 52.1 is $4.224 million; however, 
the response to BCUC IR 53.2 shows an actual capital cost for the Huth 2nd Distribution 
Transformer Addition project of $2.407 million in 2015. 

• The projected Transmission Growth Capital in 2019 in BCUC IR 52.1 is $0.833 million; 
however, the response to BCUC IR 53.2 shows a projected capital cost for the Sexmith 2nd 
Transformer Addition project of $0.038 million in 2019. 

 
In response to BCUC IR 51.3, FBC provided the following table showing the Regular Capital projects that 
were completed during the Current PBR Plan term: 
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197.3 Please explain the discrepancies in actual capital expenditures shown in the responses to BCUC 
IR 53.2 and 51.3 for the Ellison to Sexsmith Transmission Tie and Huth 2nd Distribution 
Transformer Addition projects. 

 
In response to BCUC IR 51.4, FBC provided the planned Growth Capital projects that were not executed 
in the Current PBR Plan term, including the following: 

• Glenmore Low Voltage Bus Capacity Upgrade; 
• Summerland Substation Transformer; 
• Grand Forks Terminal Feeder Addition; 
• DG Bell 4 Feeder Addition; and 
• Okanagan Long Term Solution. 

 
On page 208 of the FBC PBR Application, FBC provided a list of the following planned Transmission and 
Stations Growth Capital projects during the Current PBR Plan term: 

 
 
197.4 Please clarify which of the projects listed on page 208 of the FBC PBR Application are included in 

either the table showing the completed projects during the Current PBR Plan term (i.e. BCUC 
IR 51.3) or the table showing the planned but not completed projects during the Current PBR 
Plan term (i.e. BCUC IR 51.4). 

197.5 If any of the projects listed on page 208 of the FBC PBR Application are not included in either the 
table provided in response to BCUC IR 51.3 or the table provided in response to BCUC IR 51.4, 
please explain why not and please provide an update on the project(s). 

 If the project(s) have been completed, please provide the total costs incurred and 
date of completion. 

 If the project(s) have not been completed, please explain if the project(s) are planned 
to be undertaken during the proposed MRP term. If yes, please explain when. If no, 
please explain why not. 

 
On page C-82 of the Application, FBC states: “Regular Transmission Growth capital consists of discrete 
projects as dictated by transmission system capacity requirements based on forecast load, for adequate 
supply during periods of peak demand and adverse weather conditions.” 
 
197.6 Please discuss, with reference to the Transmission Growth Capital expenditures during the 

Current PBR Plan term, FBC’s ability and historical experience forecasting the timing of 
Transmission Growth Capital projects. 
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197.7 Please explain in detail for each of the following planned projects the likelihood that each 
project will be required (and will therefore be completed) within the timeframe forecast in the 
Application: 

(i) Sexsmith Second Transformer Addition;  
(ii) Summerland Transformer Replacement; and 
(iii) Beaver Park Substation Upgrade. 

 
In response to BCUC IR 53.1, FBC stated the following regarding the Summerland Transformer 
Replacement Project: 

The estimate for this project is currently at the Class 5 level of scope definition and 
scope definition is ongoing. A detailed cost breakdown is not available at this time. No 
further description beyond what was included in the Application is available at this time. 

197.8 Please explain whether the cost to deliver the Summerland Transformer Replacement project 
has increased as a result of being deferred from the Current PBR Plan to the proposed MRP and 
if so, why. 

197.9 Please explain why FBC is unable to provide further information on the Summerland 
Transformer Replacement Project considering construction is planned to begin in 2020. 

 Reference: FBC GROWTH CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 52.1; Exhibit B-5, BCOAPO IR 63.1; Exhibit B-1, p. C-83 
FBC Distribution Growth Capital 

On page C-83 of the Application, FBC provides the following table: 
 

 
 
In response to BCUC IR 52.1, FBC provided the following table: 
 

 
 
In response to BCOAPO IR 63.1, FBC provided the following table: 
 

 
 
198.1 Please expand the table provided in response to BCOAPO IR 63.1 to provide a breakdown of all 

of the annual actual/projected Distribution Growth Capital expenditures for years’ 2014 through 
2019. 
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198.2 Please explain why the Actual 2016 and Projected 2019 Distribution Growth Capital 
expenditures were/are significantly lower than in the other years of the Current PBR Plan term. 

198.3 Please provide a breakdown and description of the $1,123,000 Unplanned Growth Projects 
expenditures incurred in 2017. 

 
On page C-83 of the Application, FBC states the following regarding Distribution Growth Capital: 

These projects include service upgrades, voltage regulation, ties to accommodate load 
splitting, single to three phase upgrades and conductor upgrades that are necessary due 
to load growth. The Small Growth Projects program consists of planned projects less 
than $0.5 million in size. 

In response to BCOAPO IR 63.1, FBC stated the following regarding its planned spending on “Small 
Growth Projects”: “Forecast expenditures for the 2020 to 2024 period are due to significant load growth 
in recent years and upgrades that are required to ensure continuing acceptable standards of service.” 
 
198.4 Please explain what projects, programs or work is contained in “Small Growth Projects.” As part 

of this response, please explain if this work is Mandatory, Essential, or Flexible, according to 
FBC’s Capital Priority Classification.1 

198.5 Please explain the impacts, if any, of maintaining the spending on “Small Growth Projects” at 
the 2017-2019P Average during the proposed MRP term. 

 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 54.1, 54.2; Exhibit B-1, pp. C-85, C-87 – C-88 
FBC Generation Sustainment Capital 

On page C-85 of the Application, FBC provides the following table: 
 

 
 
In response to BCUC IR 54.1, FBC provided the following table: 
 

 
  

                                                           
1 Exhibit B-1-1, Figure A:B8-3-1, p. 8. 
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In response to BCUC IR 54.2, FBC stated the following regarding the Lower Bonnington Dam (LBO) 
Spillway Gates Refurbishment project: 

This project involves the refurbishment of the two spillway gates installed at LBO to 
rectify age-related condition issues, meet current regulations, and minimize the risks to 
public and employee safety. The Current PBR Plan did not include a similar project. 

199.1 Please provide a description of the capital expenditures incurred for the “LBO Spillway Gates 
Refurbishment” project in 2015, 2017 and 2019, as shown in Table 2 in response to BCUC IR 
54.1. As part of this response, please clarify if the expenditures are related to the project 
described in response to BCUC IR 54.2. 

 
In response to BCUC IR 54.2, FBC described the “Other Gates Upgrade Project” and stated that the 
“Current PBR Plan did not include a similar project.” 
 
199.2 Please provide a description of the capital expenditures incurred for the “Other Gates 

Upgrades” project in 2015 through 2018, as shown in Table 2 in response to BCUC IR 54.1. As 
part of this response, please clarify if the expenditures are related to the “Other Gates 
Upgrades” planned to be undertaken during the proposed MRP term. 

 
In response to BCUC IR 54.2, FBC stated the following regarding the Dam Safety Instrumentation project: 
“The project started under the Current PBR Plan in 2018 with the first plant, Lower Bonnington, to be 
completed in 2019. The spending under the Current PBR Plan was $0.32 million.” 
 
199.3 Please clarify the timing of the commencement of the Dam Safety Instrumentation Project and 

the spending under the Current PBR Plan given the expenditures provided in response to BCUC 
IR 54.1 (Table 2) related to Dam Safety Instrumentation. 

199.4 Please explain what projects, programs, or work is contained in “Other Hydraulic Dam Structures 
Projects.” As part of this response, please explain if this work is Mandatory, Essential, or 
Flexible, according to FBC’s Capital Priority Classification.2 

199.5 Please provide a detailed description of the “Other Hydraulic Dam Structures Projects” 
projected for 2019 and of the projects planned for each year of the proposed MRP term. 

199.6 Please explain the basis for FBC’s forecast for “Other Hydraulic Dam Structures Projects” during 
the proposed MRP term, including why the forecasts (with the exception of 2024) are 
significantly higher than the actual expenditures during the Current PBR Plan term. 

 
On page C-87 of the Application, FBC provides the following table: 
 

 
  

                                                           
2 Exhibit B-1-1, Figure A:B8-3-1, p. 8. 
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In response to BCUC IR 54.1, FBC provided the following table: 
 

 
 
199.7 Please provide a detailed description of the “Other Generating Equipment Projects” capital 

expenditures incurred in 2014 and projected to be incurred in 2019. 

199.8 Please provide a detailed description of the planned annual capital expenditures for “Other 
Generating Equipment Projects” during the proposed MRP term. 

 As part of the above response, please explain why the forecast expenditures during 
the proposed MRP term are higher than the average actual/projected expenditures 
during the Current PBR Plan term.  

 
On page C-88 of the Application, FBC provides the following table: 
 

 
 
In response to BCUC IR 54.1, FBC provided the following table: 
 

 
 
On page C-88 of the Application, FBC states that the Dewatering and Drainage Systems Rehabilitation 
Project is a continuation of the program started in 2011. 
 
In response to BCUC IR 54.2, FBC stated the following regarding the Dewatering and Drainage Systems 
Rehabilitation Project: “Under the Current PBR Plan FBC incurred expenditures of approximately $0.5 
million.” 
 
199.9 Please explain the cause(s) of the forecast increase in expenditures for the Dewatering and 

Drainage Systems Rehabilitation Project commencing in 2021 compared to forecast 2020. 

199.10 Please provide a detailed description of the expenditures incurred during the Current PBR Plan 
term related to the Dewatering and Drainage Systems Rehabilitation Project. In particular, 
please explain the cause(s) of the large amount of capital expenditures incurred in 2016. 
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199.11 Please compare and contrast the projects undertaken in the “Other Auxiliary Equipment” 
category between the Current PBR Plan term and the proposed MRP term. As part of this 
response, please explain the expected decrease in spending in this category commencing in 
2021. 

 
On page C-88 of the Application, FBC provides the following table: 
 

 
 
In response to BCUC IR 54.1, FBC provided the following table: 
 

 
 

In response to BCUC IR 54.2, FBC described the Corra Linn Annex Building Replacement Project and 
stated that the Current PBR Plan did not include a similar project. 
 
199.12 In consideration of FBC’s statement in response to BCUC IR 54.2 regarding the Corra Linn Annex 

Building Replacement Project, please explain the expenditures incurred in years’ 2015 through 
2018 under the heading “COR Annex Building Replacement,” as provided in Table 5 in response 
to BCUC IR 54.1. 

 
In response to BCUC IR 54.2, FBC described the “Floor Covers Replacement” Project and stated the 
following: 

In 2013 FBC received a WorkSafe BC order to address the floor covers situation at one of 
its third party plants. FBC has complied with the order and in 2017 FBC replaced the 
floor covers installed on the tailrace deck at South Slocan. The Current PBR Plan did not 
include a similar project. The estimated cost of this project is approximately $1.0 million 
over the period 2020-2024. 

199.13 Please clarify if the actual/projected capital expenditures incurred in 2018 and 2019 related to 
the Floor Covers Replacement project are related to the 2017 South Slocan floor covers 
installation described in response to BCUC IR 54.2. 

 If yes, please explain why the costs for this project spanned three years. 

 If no, please clarify FBC’s statement that the Current PBR Plan did not include a similar 
project to the Floor Covers Replacement project planned for the proposed MRP term. 
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 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 55.1; Exhibit B-5, BCOAPO IR 70.3.2; Exhibit B-1, pp. C-89 – C-90 
FBC Transmission Sustainment Capital 

On page C-89 of the Application, FBC provides the following table: 
 

 
 

On page C-90 of the Application, FBC states the following regarding the “30 Line Rehabilitation between 
the South Slocan and Coffee Creek Substations” project: 

This project includes expenditures for structural stabilization of the transmission line, 
based on the 2018 condition assessment. This includes stubbing poles and replacing 
poles and cross-arms.  The total cost of this project is $2.6 million, with a forecast of 
$1.5 million in 2019 and $1.1 million in 2020, and an estimated in service date of 2020. 

In response to BCOAPO IR 70.3.2, FBC stated the following:  

Transmission Line Rehabilitation costs are forecast by region, based on the number of 
poles in the prior year’s condition assessment program and the inflation-adjusted 
historical unit cost of rehabilitation. As the number of structures to be rehabilitated 
cannot be known in advance, the unit costs are determined on the basis of poles 
assessed, which assumes a constant proportion of poles for rehabilitation to poles 
assessed. In the 2020-2024 term, additional funds have been included to replace 
insulators. 
 
The 83 percent represents the increase between 2020 and the average (2017-2019) for 
the Other Transmission Lines Rehabilitation. In 2020, the increase relates to the higher 
number of poles in the transmission lines that are going to be rehabilitated and the 
replacement of the insulators. 

200.1 Please explain the condition assessment results that are driving the investment in the “30 Line 
Rehabilitation between the South Slocan and Coffee Creek Substation” project. 

200.2 Please explain whether condition assessments found any other transmission line sections in 
similar states of disrepair elsewhere in the FBC system. 

200.3 Please explain how decisions are made to prioritize rehabilitation of transmission lines based on 
condition assessment. 

 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 56.1, 56.2; Exhibit B-1, pp. C-91 – C92 
FBC Stations Sustainment Capital 

FBC provides the following table on page C-92 of the Application: 
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201.1 Please explain why the forecast cost for the “AS Mawdsley Transformer Replacement” is higher 
than any of the other planned transformer replacements during the proposed MRP term. 

 
On page C-91 of the Application, FBC provides the following table: 
 

 
 
In response to BCUC IR 56.1, FBC provided the following table: 
 

 
 
In response to BCUC IR 56.2, FBC provided the following information regarding the planned station 
sustainment capital during the Current PBR Plan term: 

 
 
201.2 Please explain the drivers behind FBC’s planned increase in the number of: (i) larger transformer 

replacements; and (ii) station upgrades during the proposed MRP term compared to the Current 
PBR Plan term (i.e. three transformer replacements and two station upgrades compared to the 
three projects listed in response to BCUC IR 56.2). 
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201.3 In consideration of the fact that only two of the three identified Station Sustainment Capital 
projects were completed during the Current PBR Plan term, please explain in detail the 
likelihood that FBC will be able to complete all of the planned Station Sustainment Capital 
projects during the proposed MRP term. 

201.4 Please explain, with specific reference to the planned projects provided in Table C3-34 of the 
Application, if the need for any of these projects arose during the Current PBR Plan term (i.e. 
subsequent to the FBC PBR Decision being issued) but the project(s) was deferred by FBC due to 
capital formula spending pressures. 

  Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 57.13; Exhibit B-1, pp. C-95 – C-98; FBC PBR Application 
proceeding, Exhibit B-1, p. 202  
FBC Distribution Sustainment Capital 

On page C-97 of the Application, FBC states the following regarding the “Environmental Compliance – 
Distribution Equipment (PCB)” project: 

The federal PCB Regulations (SOR/2008-273) came into force on September 5, 2008. As 
per the PCB Regulations, the release of one gram of PCBs into the environment is 
prohibited. This prohibition applies to all PCBs, without exception and at all times, 
including during the conduct of activities permitted by the PCB Regulations. Although 
pole mounted transformers have an in-service exemption until 2025, the one-gram 
release prohibition still applies. 
 
FBC has approximately 38,600 pieces of oil-filled distribution-class field equipment 
including transformers (pole and padmount), reclosers, capacitors banks, metering units 
and regulators. Currently, the PCB level for the majority of the equipment has been 
confirmed through testing or nameplate information. The proposed expenditures for 
this project are for the remediation plan which begins in 2019. 

202.1 Please confirm, or explain otherwise, that all 38,600 pieces of oil-filled distribution-class field 
equipment will be remediated of PCBs through this remediation plan. 

202.2 Please provide the date when this remediation plan will be completed. 

202.3 Please explain whether FBC has any other PCB-containing equipment classes that will require 
remediation that will have not yet been remediated at the end of the remediation plan 
described in the above preamble. 

 
On page 202 of the FBC PBR Application, FBC described Small Planned Capital expenditures as follows: 

The planned expenditures for this project are based on a three-year rolling average of 
historical expenditures, adjusted for inflation. The three-year rolling average method is 
used to derive this budget as FBC is unable to predict the variables in the future that 
would affect this budget. Using historical spending patterns to predict the basis of 
future years budgets is the most reasonable approach from FBC’s perspective. 

202.4 Please explain if FBC has utilized the same approach to forecast Distribution Small Planned 
Capital expenditures for the proposed MRP term (i.e. a three-year rolling average adjusted for 
inflation). 

 If yes, please provide the supporting calculations and compare the calculated results 
to the expenditures provided in Table C3-37 on page C-95 of the Application. 
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 If no, please explain why not and please provide the annual forecast expenditure 
amounts for the proposed MRP term using the above-described approach. 

 
Table C3-37 on page C-95 of the Application provides FBC’s annual forecast expenditures for Porcelain 
Cutouts Replacement. 
 
202.5 Please provide a more detailed breakdown and description of the annual forecast expenditures 

for the Porcelain Cutouts Replacement project, including the basis upon which FBC derived its 
forecast for expenditures. 

 
On page C-98 of the Application, FBC states the following regarding Meter Exchanges expenditures: 

The AMI project was complete in 2016; therefore, FBC has not had to exchange any 
meters for compliance purposes during the 2014 – 2019 period. Instead, FBC has only 
had expenditures for meters and ancillary equipment to cover meter damage, and 
meter failures. Beginning in 2020 FBC will begin the compliance sampling program 
again. 

In its response to BCUC IR 57.13, FBC stated the following: 

Measurement Canada regulations require that FBC begin sampling any type of meter, 
including AMI meters, prior to their seal expiry to ensure ongoing accuracy.  The need to 
resume the meter exchange program has been expected and the costs were included in 
the project financial analysis in the CPCN application. 

202.6 Please describe the sampling program required by Measurement Canada, including intervals of 
sampling, number of meters required to be sampled, process, and costs. 

202.7 For each year of the proposed MRP term, please provide a breakdown of the Meter Exchanges 
costs into the following categories (please ensure that the total annual amount agrees with 
Table C3-37 of the Application): 

• Meter damage-related costs; 
• Meter failure-related costs; 
• Compliance sampling-related costs; and 
• Other (if applicable). 

 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES 
Exhibit B-10, BCUC IR 58.1; Exhibit B-1, pp. C-99 – C-101; FBC PBR Application 
proceeding, Exhibit B-1, pp. 205–206 
FBC Telecommunications Sustainment Capital 

On page 205 of the FBC PBR Application, FBC stated the following regarding System Smart Device 
Upgrades: 

FBC still has a number of electromechanical and electronic relays that do not meet 
current monitoring and protection standards. Replacement of these relays is a priority 
and will facilitate Operations, Engineering and Planning efficiencies and enhance system 
reliability by providing co-ordination of protective devices, accurate information and 
real time telemetry on system status, faults and other problems and decreasing the 
need for complex protection schemes. 
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On page C-99 of the Application, FBC provides the following table: 

 
 
203.1 In consideration of FBC’s statements in the FBC PBR Application that the System Smart Device 

Upgrades were a priority, please explain why FBC did not complete these upgrades during the 
Current PBR Plan term. 

203.2 Please explain if FBC expects the System Smart Device Upgrades project to continue beyond the 
end of the proposed MRP term. 

 
In response to BCUC IR 58.1, FBC stated: “The 2019 Telecommunications expenditures include the 
acquisition of existing fibre optic cable on FBC’s transmission lines.” 
 
FBC states on page C-100 of the Application with reference to “Systems Upgrades and Replacements” 
that “included in this category is the 2019 acquisition of fibre optic cable on FBC’s transmission lines 
between Vernon and Penticton and some fibre spans near Christina Lake and Castlegar.” 
 
203.3 Please provide the total projected 2019 expenditures related to the acquisition of fibre optic 

cable. 

 
On pages C-100 and C-101 of the Application, FBC describes three projects which it states are in excess 
of $1 million included in the forecast capital expenditures for Systems Upgrades and Replacements 
during the proposed MRP term. 
 
203.4 Please provide a more detailed breakdown of the annual Systems Upgrades and Replacements 

expenditures forecast for the proposed MRP term. Please specifically identify the costs related 
to the three projects above $1 million as part of the breakdown. 

 
On page 206 of the FBC PBR Application, FBC described the Backbone Transport Technology Migration 
project and stated: “This project will replace FBC’s existing SONET network with a new high speed data 
network supporting all present and anticipated future applications needed to provide safe and reliable 
service.” 
 
On pages C-100 and C-101 of the Application, FBC describes the Backbone Transport Technology 
Migration project and states: “This project will replace FBC’s existing SONET network with a new high-
speed data network supporting all present and anticipated future applications needed to provide safe 
and reliable service.” 
 
203.5 Please clarify if the project described in the current Application is the same project that was 

described in the FBC PBR Application. 

 If the projects are the same, please explain why the project was not completed as 
planned during the Current PBR Plan term. 
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 If the projects are the same, please explain whether the cost to deliver the project has 
increased as a result of being deferred from the Current PBR Plan to the proposed 
MRP and if so, why. 

203.6 Please explain if any expenditures related to the Backbone Transport Technology project were 
incurred during the Current PBR Plan term and if so, please provide the amounts and the year(s) 
that the expenditures were incurred. 

 
F. ANNUAL CALCULATION OF THE REVENUE REQUIREMENT 

 Reference: OTHER REVENUE 
Exhibit B-10, BCUC IR 6.3.1, 63.5 
Forecast versus Actual Results 

In response to BCUC IR 63.5, FortisBC provided the following tables showing the cumulative forecast 
versus actual variances for Other Revenue for FEI and FBC during the Current PBR Plan term: 
 

 
 

 
 
In response to BCUC IR 63.1, FortisBC stated that the criteria used to determine which variances would: 
(i) flow through in future revenue requirements, (ii) be subject to earnings or sharing, or (iii) be subject 
to other treatment were based on the following: 

• Whether the treatment aligned with the proposed earnings sharing mechanism; 
• Consideration of which costs are controllable; and 
• Whether the costs drive incremental revenues or are more generally supportive of Clean 

Growth initiatives. 
 
204.1 With regard to FEI’s (i) Late Payment Charge, (ii) Connection Charge, (iii) NSF Returned Cheque 

Charge and (iv) Other Recoveries, please explain how each of these items relates to each of the 
three criteria described in the above preamble. 
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 As part of the above response, please specifically address how each of the above 
items is “controllable,” 

204.2 Please explain the cause(s) of the large variances in forecast versus actual Late Payment Charges 
for FEI in 2014 and 2017. 

204.3 With regard to FBC’s (i) Apparatus and Facilities Rental Revenue, (ii) Contract Revenue, (iii) 
Connection Charges and (iv) Other Recoveries, please explain how each of these items relates to 
each of the three criteria described in the above preamble. 

 As part of the above response, please specifically address how each of the above 
items is “controllable.” 

204.4 Please explain the cause(s) of the following large variances in forecast versus actual Other 
Revenues for FBC: 

• Apparatus and Facilities Rental Revenues in 2014 and 2018; 
• Contract Revenue in 2014; 
• Connection Charges in 2014 (i.e. why were no Connection Charges forecast in 2014); 

and 
• Other Recoveries in 2017. 

 Reference: FLOW-THROUGH EXPENSES 
Exhibit B-1, pp. C-112–C-113 
Renewable Natural Gas (RNG) 

On pages C-112 and C-113 of the Application, FEI describes the RNG program costs as follows under the 
Current PBR Plan: 

These costs are ultimately transferred to the BVA [Biomethane Variance Account] for 
recovery from biomethane customers through the BERC [Biomethane Energy Recovery 
Charge] rate, with any unrecovered balances transferred to the BVA Rider deferral 
account and recovered from non-bypass rate payers through the BVA rider… 

…FEI recommends that the BVA transfer mechanism should continue. 

205.1 Please provide the following actual/projected amounts for each year of the Current PBR Plan 
term: 

• Operating costs to support the RNG program; 
• Capital costs to support the RNG program; 
• Total amount of costs recovered from biomethane customers through the BERC rate; 

and 
• Unrecovered balance transferred to the BVA Rider deferral account and recovered from 

non-bypass ratepayers. 

 Reference: RATE PLAN PROJECTIONS 
Exhibit B-1, pp. C-173–C-174; Exhibit B-1-3, Errata dated June 21, 2019 
2020 Rate Changes 

On pages C-173 and C-174 of the Application, FortisBC provides the indicative 2020 rate changes for FEI 
and FBC, respectively. For FEI, the indicative 2020 rate change is 5.3 percent and for FBC, the indicative 
2020 rate change is 4.0 percent. 
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On page C-172 of the Application, FortisBC states the following: 

These projected rate impacts for 2020 should be considered indicative only and will be 
updated in FortisBC’s future requests for interim rates to be filed later in 2019. The 
Companies may also propose the utilization of part or all of their respective revenue 
surplus deferral accounts, which is not included in these indicative rates, to mitigate the 
rate increases. 

206.1 Please explain if the indicative rate increases provided on pages C-173 and C-174 of the 
Application have changed since the filing of the Application. 

 If yes, please provide a revised Table C9-1 and C9-2 as an Application erratum. As part 
of this erratum, please include the results of any applicable revisions filed in the Errata 
dated June 21, 2019. 

 If no, please revise Tables C9-1 and C9-2 to the Application to reflect the results of any 
applicable revisions filed in the Errata dated June 21, 2019. 

 
G. FORTISBC CLEAN GROWTH INNOVATION FUND 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 2.2, 2.4, 26.10, 70.6, 71.5.1, 77.5, 77.6, 81.1, 81.2; Exhibit B-6, BC 
Sustainable Energy Association and Sierra Club BC (BCSEA) IR 21.5; Exhibit B-5, 
BCOAPO IR 85.2; Exhibit B-1, pp. C-142–C-143; 
Exhibit B-1-1, Appendix C6-1, C6-4  
Benefits of the Innovation Fund3 

In response to BCOAPO IR 85.2, FortisBC stated the following: 

The goals of the Clean Growth Innovation Fund are described on page C-128: “… to 
accelerate the pace of clean energy innovation, to achieve performance breakthroughs 
and cost reductions, and to provide cost effective, safe and reliable solutions for our 
customers.” These goals directly benefit FortisBC customers and British Columbians in 
general. The goals do not directly benefit the utility shareholder.  

It is in the best interest of customers, the Utilities and society for the Utilities to pursue 
projects which address strategic and emerging issues, serve customer needs, and 
maintain the long-term health of the Utilities. In this regard, FortisBC believes its 
interests are aligned with its customers.  

For these reasons, FortisBC believes it is appropriate for the costs to be paid by 
ratepayers. [Emphasis Added] 

 
On page C-142 of the Application, FortisBC states the following: 

The purpose of the Fund is to ensure there are opportunities for FortisBC to participate 
and thrive in an evolving climate policy context by continuing to utilize its natural gas 
and electric delivery systems. [Emphasis Added] 

  

                                                           
3 The proposed Clean Growth Innovation Fund is also referred to as the Innovation Fund and the Fund in this document. 
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In addition, on page C-143 of the Application, FortisBC notes that the Concentric report (Appendix C6-1 
to the Application) states that innovative technology programs “de-risk investments” for both customers 
and shareholders. 
 
207.1 Please explain why “maintaining the long-term health” and ensuring there are opportunities for 

FortisBC to “thrive in an evolving climate policy context” do not represent direct benefits to the 
utility shareholder. 

 To the extent that innovation activities do benefit shareholders, please discuss how 
shareholders will contribute to innovation during the proposed MRP term (i.e. 
financial or other contribution). 

 
In response to BCUC IR 70.6, FortisBC stated: “Customers, and British Columbians in general, should 
benefit quickly from commercial innovations such as increased use of natural gas for transportation and 
electric fleet vehicles.” 
 
207.2 Given that successful commercial innovations are expected to lead to new streams of revenue 

and net income, please explain what the potential benefits to shareholders would be from 
commercial innovation. If there are no benefits, please explain why not.  

 
In response to BCUC IR 2.4, FortisBC stated the following: 

Yes, if left unmitigated, the evolving operating environment and the impacts of the 
CleanBC Plan have the potential to create an increased risk of stranded assets over the 
long term by constraining FEI’s ability to attach, retain, and deliver energy to its 
customers… While policy developments continue to evolve and unfold. FortisBC’s 
alternatives for mitigating the increased risk of stranded assets include:  

• Developing pathways to pay for the early retirement of assets, and/or 

• Developing alternative energy products and services that leverage existing 
assets while also reducing emissions… 

FEI’s response has appropriately focussed on developing alternative energy products 
and services that leverage its existing assets including reducing their lifecycle carbon 
intensity. This strategy is reflected in FortisBC’s MRPs…  

207.3 Given the two alternatives for mitigating the increased risk of stranded assets identified in 
response to BCUC IR 2.4, please provide the pros and cons of each alternative from the 
perspective of ratepayers and from the perspective of the utility, and explain why FEI’s chosen 
response was to “develop alternative energy products and services that leverage existing assets” 
(i.e. option #2).  

 As part of the above response, please also explain why the alternative “to develop 
pathways to pay for the early retirement of assets” (i.e. option #1) was not chosen. 

 
In response to BCUC IR 2.2, FortisBC stated the following: 

It is difficult to ascertain the impact on FBC from the various Climate actions plan, 
including the CleanBC Plan, the BC Energy Step code, and local government actions to 
strengthen their climate action initiatives. As these policies continue to solidify into 
legislative mandates, FBC anticipates there will be reductions in demand as policies that  
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improve energy efficiency, such as the BC Energy Step code, are adopted, while there 
will be opportunities for increased demand with electrification of space and water 
heating in buildings and the increased adoption of electric vehicles (EVs). 

In response to BCUC IR 71.5.1, FortisBC stated that “FBC, as an electrical utility, has no role in the 
existing partnerships” with the other Natural Gas Innovation Fund (NGIF) member utilities and that the 
“NGIF was not, and is not, intended to address electricity innovation.” 
 
207.4 Please explain and discuss whether FBC has any partnerships with other electrical utilities or 

other organizations for the purposes of addressing electricity innovation.  

207.5 Please confirm, or explain otherwise, that FBC has not/will not make any investments in 
electricity innovation during the Current PBR Plan term.  

 If not confirmed, please provide the nature and amount of FBC’s investments in 
electricity innovation during the Current PBR Plan term by year. Please also explain 
where the spending was recorded (e.g. formula O&M). 

207.6 Please explain in detail, in consideration of the challenges and opportunities described in the 
Application and in responses to IRs, and in consideration of the planned activities proposed to 
be undertaken through the Innovation Fund, the necessity for FBC to receive approval for the 
proposed Innovation Fund. 

 Please specifically address the benefits and the risks to ratepayers of FBC receiving 
approval to collect annual funding for the Innovation Fund versus the benefits and 
risks to ratepayers of FBC not receiving approval. 

207.7 When considering the innovation initiatives planned for FBC during the proposed MRP term, 
please estimate the proportion of these initiatives which would be considered “commercial” and 
the proportion which would be considered “pre-commercial.” Please explain the basis for these 
estimates. 

 
In response to BCSEA IR 21.5, FortisBC stated that “a denial of the Innovation Fund would be a failure to 
address the essential need to invest to accelerate innovation and adoption of new technologies to meet 
policy objectives.” 
 
In response to BCUC IR 26.10, FortisBC stated: “If the proposed Clean Growth Innovation Fund is not 
approved, FortisBC plans to continue funding the NGIF at current levels under the index-based O&M 
mechanism.” 
 
207.8 Please explain why FortisBC’s plan to continue funding the NGIF at current levels alone is not 

sufficient to address “the need to invest to accelerate innovation and adoption of new 
technologies.” Why does FortisBC consider additional funds to be necessary?   

207.9 Given the need identified by FortisBC to address “the evolving operating environment and the 
impacts of the CleanBC plan”, please explain why FEI’s chosen response to this need (i.e. option 
#2 identified in response to BCUC IR 2.4) would not be pursued regardless of whether the BCUC 
approved the Innovation Fund. 

 In the event that the Innovation Fund is not approved, please discuss whether FEI 
would consider the option of “developing pathways to pay for the early retirement of 
assets”, as described in response to BCUC IR 2.4. If yes, please explain when such a 
proposal would be considered (e.g. in the timeframe proposed by the MRP). If no, 
please explain why not and discuss what the risks are of not implementing either one 
of the alternatives for mitigating the increased risk of stranded assets over the term of 
the proposed MRP. 
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In response to BCUC IR 81.1, FortisBC stated that it provided a number of examples of customer benefits 
that were achieved from innovation funds in other jurisdictions in Section C6.3 and Appendix C6 of the 
Application. FortisBC stated that it believes the proposed Innovation Fund will result in the same type of 
benefits cited. Specifically: 

FortisBC intends to positively impact safety and reliability by pursuing initiatives that 
will: 

• Improve and reduce the cost of pipeline inspections;  
• Address gas supply disruptions using demand response measures in addition to supply 

side measures; and  
• Improve electric system reliability using storage and distribution generation 

technologies 

207.10 Please explain why FortisBC would not be able to pursue the specific initiatives that would 
positively impact safety and reliability, as identified above, if the Innovation Fund is not 
approved. As part of this response, please clarify which projects in Appendix C6-4 to the 
Application are intended to impact safety and reliability.  

 
In response to BCUC IR 81.2, FortisBC stated: “Not every innovative initiative will result in immediate 
benefits to customers. For those that do, FortisBC expects to report on these benefits at the Annual 
Reviews.” 
 
207.11 Please explain the basis for FortisBC’s expectation that the customer benefits that were 

achieved from innovation funds in other jurisdictions will be achieved by the proposed 
Innovation Fund. As part of this response, please clarify which projects in Appendix C6-4 are 
intended to achieve the same benefits (and which projects relate to which benefits).  

207.12 Please explain what methodologies are used by the Gas Research Institute and Low Carbon 
Network Fund to evaluate and quantify benefits.  

207.13 Please explain what method(s) FortisBC will use to evaluate and quantify benefits. Please also 
explain how the evaluation method(s) FortisBC anticipates using compares to the methods used 
in other jurisdictions. 

 
In response to BCUC IR 77.5 and 77.6, FortisBC provided the following comparison between the 
Innovation Fund and the New York State Millennium Fund: 

 

 

 
 

207.14 Please explain how the Innovation Fund provides “a means for the objective evaluation of 
innovative solutions for affordability while containing the risk to ratepayers.” 

207.15 Please describe the features of the New York State Millennium Fund such that “Investors and 
consumers will also share the benefits if companies deliver outputs for less money.” 
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207.16 Please explain why the above-noted benefit is not a benefit of FortisBC’s proposed Innovation 
Fund. Please specifically explain what aspect(s) of the design of the proposed Innovation Fund 
prevents FortisBC from stating that “investors and consumers will share the benefits if 
companies deliver outputs for less money.”  

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 26.6, 26.8, 71.2 
Natural Gas Innovation Fund (NGIF) 

In response to BCUC IR 26.6, FortisBC stated the following:  

NGIF’s members pay an annual administrative fee to be part of the fund which is based 
upon their size. Members also contribute funds to specific projects where they elect to 
be a participant…  

Through an NGIF structured process, applicants’ funding requests are reviewed and 
successful applicants are determined based upon utility needs and the ability to fund 
the opportunity. Each individual utility then chooses whether to fund an applicant and 
the funding costs are split amongst the participating utilities…  

In response to BCUC IR 26.8, FortisBC stated: “The $0.400 million includes grant funding to participants 
in the NGIF for the successful completion of project milestones, as well as contributions towards the 
regular operating expenditures of the NGIF.”  
 
FortisBC further stated in response to BCUC IR 26.8 that the NGIF and the participating utilities agree on 
how much each participating utility will fund and the “NGIF requests these amounts from the utilities 
and then disburses the funding to the proponent based upon an agreed upon schedule and milestone 
framework.” 
 
208.1 Please provide a detailed breakdown of FEI’s $0.400 million contribution to the NGIF in 2018 to 

separately show the: (i) annual administrative fee; (ii) contribution towards the NGIF’s regular 
operating expenditures (if separate from the administrative fee); and (iii) funds contributed to 
specific projects (please include each of FEI’s contributions to specific projects as a separate line 
item). 

 With regard to the annual administrative fee, please explain how this amount was 
calculated (i.e. please provide the total administrative fee paid by all members to the 
NGIF and FEI’s relative size to the other participants in the NGIF). Please also explain in 
detail the types of activities/costs the fee is contributing to. 

 With regard to the contributions to specific projects, for each specific project 
identified, please provide:  

• A brief description of the project (e.g. the proponent, project objective(s), expected 
level of contribution towards CleanBC targets, if any, etc.);  

• The total funding cost split amongst the participating utilities; 

• FEI’s portion of the total funding cost and how that amount was determined; and  

• A breakdown of both the total funding cost and FEI’s portion of the total funding 
cost between the project milestones which were met in 2018 (and the funds 
disbursed) and future milestones, including the expected schedule for 
disbursement.  
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In response to BCUC IR 71.2, FEI stated that it is a founding member of the NGIF and that it has a 
governance role as a member of the Investment Committee and it is a member of the Evaluation 
Committee. 
 
FEI further stated in response to BCUC IR 71.2 that it “only funds projects that have passed the 
Investment Committee stage and which FEI has an interest in funding.” 
 
208.2 Please explain if FEI incurred any costs in 2018 for its participation as a member of the NGIF 

Investment Committee and Evaluation Committee and if so, the amount of those costs.  

 If FEI did incur costs for its participation in the above-mentioned committees, please 
explain whether the cost of FEI’s participation was included in or excluded from FEI’s 
$0.400 million contribution to the NGIF in 2018. If the cost was excluded, please 
explain where these costs were recorded. 

208.3 Please estimate the cost (labour and non-labour), if any, related to FEI’s participation in the 
governance of the NGIF and as a member of the Investment and Evaluation Committees during 
the proposed MRP term. 

 If costs are expected to be incurred for these activities, please explain whether such 
costs would be incremental to FEI’s annual NGIF contribution and whether they would 
result in increased O&M requirements. 

208.4 Please explain how FEI would determine its level of contribution to the NGIF each year and what 
the minimum and maximum contributions would likely be (under both a scenario where the 
Innovation Fund is approved and a scenario where it is not approved).  

 Reference: INNOVATION FUND 
Exhibit B-10, BCUC IR 72.2, 72.3, 72.4 
CleanBC Industry Fund 

FortisBC provided the following information on the CleanBC Industry Fund (CBCIF) in response to BCUC 
IR 72.2: 

The CBCIF is a component of the CleanBC Program for Industry. Industrial facilities 
emitting over 10,000 tonnes of CO2e are automatically included in the program. These 
facilities are eligible for the Industrial Incentive Program which rebates carbon tax 
payments above $30 per tonne to individual facilities provided they achieve a carbon 
intensity performance benchmark… 

…The CBCIF is a funding pool open to all participants in the CleanBC Program for 
Industry…The fund is focused on projects that achieve real GHG reductions and is not 
currently open for applications for demonstration or innovation projects. 

209.1 Please clarify if the Industrial Incentive Program, which is described as rebating carbon tax 
payments, and the funding for projects provided by the CBCIF, are independent of each other 
(i.e. are participants in the CleanBC Program such as FortisBC potentially eligible for one but not 
the other?) 

 
In response to BCUC IR 72.4, FortisBC provided its feedback that was submitted to the provincial Climate 
Action Secretariat regarding the CleanBC Program for Industry. 
 
209.2 Please indicate if FortisBC has received a response to its feedback from the Climate Action 

Secretariat and if so, please provide the response and the implications of the response to FEI 
(and to FBC if applicable). 
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209.3 Does FortisBC anticipate that it will be eligible to receive rebates through the Industrial Incentive 
Program? Please explain why or why not. 

 If FortisBC is not eligible at this time based on the current design of the Industrial 
Incentive Program, what specific changes would both FortisBC and the program itself 
be required to make in order for FortisBC to be eligible? Please discuss. 

 
In response to BCUC IR 72.3, FortisBC stated the following: 

The proposed Clean Growth Innovation Fund has a separate and distinct focus from the 
CleanBC Industry Fund (CBCIF)…the CBCIF is focused on funding immediate GHG 
reductions from projects using existing technologies across all industries…the CBCIF and 
the [Clean Growth Innovation] Fund do not overlap and FortisBC is interested in using 
both funds to advance GHG reductions in its system while moderating costs to 
ratepayers. 

209.4 If FortisBC is approved to establish the Innovation Fund, is there a risk that it will not have the 
resources to focus on the development of projects for both the CBCIF (and therefore miss out 
on funding opportunities through the CBCIF) and the Innovation Fund? Please discuss. 

209.5 Please explain how the goals and planned projects related to the proposed Innovation Fund are 
(i) complementary to and (ii) not complementary to the Province’s CleanBC Plan. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 73.14.1; Exhibit B-1, p. C-139 
Province-wide Funding Approach 

In response to BCUC IR 73.14.1, FortisBC stated the following:  

Both the Provincial and Federal governments have had funding mechanisms that can be 
leveraged, but they are typically seeking partnership opportunities in order to spread 
their funding as far as possible…The Clean Growth Innovation Fund will allow FortisBC to 
more effectively access these kinds of partnerships and ensure that funding was 
directed for those areas that most benefit our customers. 

On page C-139 of the Application, FortisBC states: “A guiding principle of the proposed Clean Growth 
Innovation Fund is to leverage partnerships with other organizations including government grants, 
utilities, associations and innovative technology firms to provide greater access to capital, expertise and 
opportunities available.” 
 
210.1 Please explain how the Innovation Fund will allow FortisBC “to more effectively access” 

Provincial and Federal government innovation funding mechanisms. In what way(s) does 
FortisBC expect to improve its access and compared to what alternative(s)?  

210.2 Please explain what criteria FortisBC uses to evaluate which innovation activities benefit, or 
most benefit, its customers. What are considered to be the customer benefits worth pursuing?    

210.3 Please discuss how a province-wide approach changes the potential for FortisBC to (i) leverage 
partnerships, and (ii) gain greater access to capital, expertise, and opportunities available, 
compared to the proposed Innovation Fund. 
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 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 73.9.1, 73.9.2; Exhibit B-1, pp. C-142–C-143; FEI 2019-2022 DSM 
Expenditures Plan Application proceeding, Exhibit B-1, p. 26 
DSM Innovative Technologies Program (DSM Funding) 

On pages C-142 and C-143 of the Application, FortisBC provides the guiding principles underpinning the 
design and operation of the Innovation Fund. 
 
On page 26 of the FEI 2019-2022 DSM Expenditures Plan Application (FEI DSM Application), FEI listed the 
DSM guiding principles. 
 
In response to BCUC IR 73.9.1, FortisBC stated the following:  

FortisBC has a successful and well-established Innovative Technologies program within 
its demand side management portfolio. The Clean Growth Innovation Fund builds on 
that success by utilizing similar management methodologies and by adding funding to 
existing initiatives where there may be benefits that meet the criteria for both funds.  

In response to BCUC IR 73.9.2, FortisBC also stated that “the Innovation Fund will be used to support 
innovative initiates that would be ineligible, or only partly eligible, for DSM funding.” 
 
211.1 Please explain who developed the DSM guiding principles. 

211.2 Please compare and contrast each of the DSM guiding principles with the guiding principles 
identified for the Innovation Fund. 

 As part of the above response, for each of the DSM guiding principles which are 
inconsistent or not contemplated as part of the Innovation Fund guiding principles, 
please explain why it would not be appropriate to incorporate the principle as part of 
the Innovation Fund guiding principles. 

211.3 To the extent that one project may be eligible for both DSM Innovative Technologies and the 
Innovation Fund program funding, please explain how the costs of the innovative initiatives will 
be split amongst the two funds.  

211.4 Please clarify whether initiatives which are only “partly eligible” for DSM funding receive DSM 
funding.  

 If yes, please explain how the amount of the DSM portion of the funding is 
determined.  

 If no, please confirm, or explain otherwise, that the costs of the initiatives which are 
only “partly eligible” for DSM funding are included within formula-driven O&M. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 26.9, 72.2, 73.9; Exhibit B-1, pp. C-137–C-139 
Innovation Funding Gaps 

Figure C6-4 on page C-139 of the Application illustrates the innovation gaps to be addressed by the 
Innovation Fund. 
 
212.1 For clarity, please confirm whether the categorization of “the innovation gaps” in Figure C6-4 

refers to gaps in innovative technologies that FortisBC has access to or general innovative 
technology gaps (i.e. in the BC or Canadian marketplace). 
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 If the innovative technologies gaps are FortisBC’s, please discuss the incentives for 
partnership that partner organizations4 may have. 

 
In response to various BCUC IRs (e.g. BCUC IR 26.9, 72.2, 73.9), FortisBC provided information describing 
the differences and similarities in the purpose/objective and scope of the proposed Innovation Fund 
compared to: (i) other FortisBC program funds that have a component of funding innovation (e.g. DSM 
Innovative Technologies); and (ii) innovation funds provided by third-party organizations.   
 
212.2 In order to show the innovation funding gaps that will be specifically addressed by the 

Innovation Fund, please provide a matrix table detailing the differences and similarities in 
funding eligibility between the proposed Innovation Fund and the following: (i) other program 
funds with an innovation funding component; and (ii) innovation funds provided by third-party 
organizations. Please provide a separate table for FEI and for FBC. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 79.4, 79.5, 79.7; Financial Accounting Standards Board 
Accounting Standards Codification Topic 730 – Research and Development 
Financial Accounting Treatment 

Financial Accounting Standards Board (FASB) Accounting Standards Codification Topic (ASC) 730 – 
Research and Development – establishes standards of financial accounting and reporting for research 
and development costs. As noted in ASC 730-10-05-1, the guidance in ASC 730 specifies:  

(a) Those activities that shall be identified as research and development for financial accounting 
and reporting purposes  

(b) The elements of costs that shall be identified with research and development activities  
(c) The accounting for research and development costs; and; and 
(d) The financial statement disclosures related to research and development costs.  

 
ASC 730-10-05-2 to 3 state:  

At the time most research and development costs are incurred, the future benefits are 
at best uncertain. In other words, there is no indication that an economic resource has 
been created… Research and development costs therefore fail to satisfy the suggested 
measurability test for accounting recognition as an asset. Also, there is often a high 
degree of uncertainty about whether research and development expenditures will 
provide any future benefits… The general lack of discernible future benefits at the time 
the costs are incurred indicates that the immediate recognition principle of expense 
recognition should apply.” [Emphasis Added] 

Finally, ASC 730-10-55-1 and 2 provides examples of activities typically included and excluded in 
research and development, respectively.  
 
In responses to BCUC IR 79.4 and 79.7, under the topic heading “Use of Funding,” FortisBC stated in the 
“FortisBC Innovation Funds and Rate Rider” column:  

… the funding is not meant for capital expenditures on currently commercially viable 
projects that would otherwise require separate BCUC approval. If, through research and 
development activities administrated under the Innovation Fund, precommercial 

                                                           
4 In these IRs, “partner organizations” mean other utilities, academic institutions, businesses, industry associations, 
provincial government, federal government and other non-government organizations which are third-parties to FortisBC. 
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technologies become technically and commercial viable as well as acceptable to 
FortisBC’s customers and stakeholders in terms of cost effectiveness, safety, and 
reliability, FortisBC will seek approval for future expenditures for implementation, if 
necessary and subject to regulatory requirements at that time. 

In response to BCUC IR 79.5, FortisBC also stated: “The results of the Innovation Fund may ultimately 
give rise to future capital investments, but the capital costs of such a project would be collected from 
customers once an asset is in service…” 

 
213.1 Please confirm, or explain otherwise, that the “Use of Funding” for the proposed Innovation 

Fund is consistent with the standards of financial accounting and reporting for research and 
development costs established by ASC 730.  

 If confirmed, for additional clarity, please confirm, or explain otherwise, the following: 
(i) that the innovation activities described in Appendix C6-4 of the Application meet 
the definition of research and development activities (as defined by ASC 730) and 
thus, should be expensed as costs are incurred; and (ii) to the extent that further 
research and development on any project meets the measurability test for accounting 
recognition as an asset, FortisBC will seek separate approval for capital expenditures 
(i.e. these costs will not be funded by the Innovation Fund). 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 70.2, 70.4, 70.5, 71.1.1, 75.5, 79.1, 79.4, 79.7, 80.1, 80.1.1, 82.8; 
Exhibit B-1, p. C-145 
Design of the Innovation Fund Deferral Account and Rate Rider 

In response to BCUC IR 70.2, FortisBC confirmed that the total amount of funding collected from 
customers over the term of the proposed MRPs will be impacted by FEI and FBC’s actual number of 
customers.  
 
In response to BCUC IR 70.5, FortisBC confirmed that its commitment “is not to spend more than the 
aggregate amount collected over the term of the MRPs.” 
 
214.1 Given that funds will be collected from customers at the same time as the innovation costs are 

incurred, please explain, from a practical standpoint, how FortisBC will not spend more than the 
aggregate amount collected over the term of the proposed MRPs.  

 In the event that more innovation costs are incurred than the funding collected from 
customers (e.g. due to a lower number of actual customers compared to forecast), 
please explain how (and by whom) FortisBC proposes to collect the funding shortfall. 

 
FortisBC stated the following in response to BCUC IR 70.4: 

Even though, for FortisBC, the proposed rate rider will not appear separately on each 
customer’s bill (it will be bundled together with the basic charge), the proposed 
approach allows FortisBC to charge each customer the same amount, whereas if it was 
embedded in the revenue requirement customers would be charged differently based 
on their volume. 

In response to BCUC IR 75.5, FortisBC stated that one of the “pros” of this method (that is, Method 1: 
“Add a rate rider for the Innovation Fund to the fixed basic charges to accumulate funds”) is “Greater 
transparency of costs and recoveries.” In addition, FortisBC stated that this method is “similar to how 
other FortisBC approved rate riders are included on a customer’s bill.” 
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214.2 Please explain how bundling a rate rider with a basic charge would contribute to “greater 
transparency of costs and recoveries.” 

214.3 Please explain why, for FEI, the proposed Innovation Fund rate rider is not proposed to be 
shown separately on customers’ bills, similar to other FEI rate riders. 

 Does FEI have the capabilities to show the Innovation Fund rate rider as a separate 
line item from the basic charge on customer bills? Please explain. 

 To the extent that the one of the reasons for not showing the Innovation Fund rate 
rider separately from the Basic Charge on customers’ bills is due to system limitations, 
please provide the project timeline and costs to build the appropriate functionality in 
the billing system to overcome the limitations.  

214.4 Please explain if FBC has the capabilities within its current system to utilize rate riders (either 
volumetric or fixed). If yes, does FBC have the capability to show the rate rider as a separate line 
item on customer bills? 

 If FBC does not currently have the capability to utilize rate riders at all, please explain 
how it intends to add this functionality to its billing system and if there are any costs 
associated with adding this functionality. 

 If FBC currently has the capability to utilize rate riders but does not have the capability 
to separately show the Innovation Fund Rate Rider from the Basic Charge on a 
customer bill, please provide the project timeline and costs to build the appropriate 
functionality in the billing system to overcome the limitations.  

214.5 Please discuss the pros and cons for each of FEI and FBC of displaying the Innovation Fund rate 
rider as a separate line item on customers’ bills. 

 
In response to BCUC IR 71.1.1, FortisBC stated: “in [the] absence of approval of the Clean Growth 
Innovation Fund, FEI is likely to limit its contribution to a maximum of $0.400 million, funded annually 
through its Base O&M.” 
 
On page C-145 of the Application, FortisBC states: “the Companies propose to use a basic charge rate 
rider in lieu of a volumetric rate rider so that all customers fund Innovation equally.” 
 
214.6 Please explain why FortisBC proposes that innovation expenditures should be funded equally by 

each customer if the Innovation Fund is approved, but volumetrically (for FEI) if the Innovation 
Fund is not approved. Why are the two proposals for collecting innovation costs from customers 
not the same? 

 
In responses to BCUC IR 79.4 and 79.7, FortisBC stated it “believes it is fair that all customers fund 
innovation activities equally since all customer types, not just higher volume users, will experience the 
benefits.” 
 
214.7 Please clarify whether FortisBC considers it to be “unfair” for innovation activities to be funded 

volumetrically, or simply that it is “more fair” if customers were to fund innovation activities 
equally. Please provide the rationale for FortisBC’s position.    

214.8 In the event that the Innovation Fund is approved, but as a volumetric rate rider, what is the 
expected range and distribution of impacts on customers’ bills (e.g. what would the highest 
volume customer pay versus the lowest volume customer, and how are customer volumes 
distributed)? 
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214.9 Please provide other examples for each of FEI and FBC where a per-customer rate rider has been 
approved instead of some form of volumetric recovery (e.g. volumetric rate rider, O&M, 
amortization expense). Please explain in detail the types of costs that were recovered and the 
rationale for the per-customer recovery approach. 

214.10 Please clarify based on FortisBC’s statements in response to BCUC IR 79.4 and 79.7 (as provided 
in the above preamble) if, expanding on this rationale, it is reasonable to conclude that 
FortisBC’s costs which are recovered volumetrically are recovered in this manner because higher 
volume users are benefiting the most from the expenditures. 

214.11 Please confirm, or explain otherwise, that similar to other load-attracting investments, if the 
investments through the Innovation Fund result in new customers being added to the system or 
the retention of existing customers, the positive impact will be experienced volumetrically as 
opposed to equally for each customer. 

 
In response to BCUC IR 82.8, FortisBC stated the following:  

FortisBC would be unable to proceed with the innovation activities in the identified 
investment areas due to a lack of funding within the index-based O&M proposed. 
[Emphasis Added] 

In response to BCUC IR 79.1, FortisBC stated the following:  

FEI and FBC would not characterize the Clean Growth Innovation Fund request as a pre-
collection in advance of costs being incurred, but rather as a mechanism designed to 
more closely match the collection of funds against the costs as they are incurred… 
FortisBC’s proposed approach is essentially the same as the normal process to forecast 
and recover of [sic] the Utilities’ revenue requirement. [Emphasis Added] 

214.12 In the event that the proposed Innovation Fund was not approved, but some form of innovation 
funding is deemed reasonable during the proposed MRP term, please discuss in detail the pros 
and cons of the following three approaches (please exclude a discussion of the pros/cons of the 
volumetric versus per-customer approach): 

• Approach 1 – Innovation expenditures are forecast by FortisBC annually through the Annual 
Review process, with actual expenditures subject to flow-through treatment (similar to 
FortisBC’s proposed treatment for Investments in a Clean Growth Future). 

• Approach 2 – Innovation expenditures are forecast by FortisBC annually through the Annual 
Review process but variances between forecast and actual expenditures would be subject to 
the ESM. 

• Approach 3 – The Base 2019 O&M is adjusted to include incremental funding for innovation 
expenditures. Please discuss an appropriate incremental funding amount for FEI and FBC 
under this approach and the rationale for the proposed amounts. 

 
In response to BCUC IR 80.1, FortisBC stated the following:  

FortisBC believes it is important to establish clear criteria for each initiative funded by 
the Clean Growth Innovation Fund. However, measuring the completion of initiatives by 
performance targets or key success indicators may be difficult… lagging criteria could 
not be established on a broad basis in advance. 
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In response to BCUC IR 80.1.1, FortisBC stated the following: 

Please refer to BCUC IR 1.80.1. Ratepayers will be able to evaluate success by looking at 
the leading indicators in terms of completing projects on time, on budget and within 
scope, and additionally, at the lagging indicators specific to individual innovation 
projects that have been completed and by the specific benefits that are expected to be 
achieved from each.  

214.13 Given that lagging indicators specific to individual innovation projects cannot be established on 
a broad basis in advance, please explain why FortisBC does not propose to seek approval for 
innovation expenditures in the Annual Reviews on an individual project-by-project basis after 
the lagging indicators specific to individual projects are determined.  

 Would FortisBC be amenable to this alternative approach? Please explain why or why 
not and discuss the pros and cons of this approach. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 77.3, 77.5, 77.6; Exhibit B-5, BCOAPO IR 85.3; Ofgem “Regulating 
energy networks for the future: RPI-X@20 Emerging Thinking – A specific innovation 
stimulus” supporting paper (Supporting Paper), pp. 5, 125 
Access to the Innovation Fund 

In response to BCUC IR 77.3, 77.5 and 77.6, under the item “Competitiveness of the Funding Award 
Process” for the Innovation Fund, FortisBC stated the following: 

FortisBC’s fund would be initially allocated to the FortisBC companies, with the potential 
to award funding to, or partner with, private sector organizations, the public sector or 
research institutions moving forward. Dependent on the quality and number of partner 
organizations for potential projects, FortisBC would encourage a competitive funding 
award process and collaborative third-party engagement. 

In response to BCOAPO IR 85.3, FortisBC stated the following: 

FortisBC expects to provide grant funding to assist in accelerating the commercialization 
of clean innovations. It does not intend to take an equity position in any related 
companies or own any intellectual property developed in the partnerships. [Emphasis 
Added] 

215.1 Please explain how (i.e. what criteria) FortisBC will use to decide whether to award funding to, 
or partner with, other organizations.  

215.2 Please explain why FortisBC’s fund should be initially allocated only to the FortisBC companies.  

 
In response to BCUC IR 77.3, FortisBC stated the following:  

The disaggregated nature of the UK’s natural gas market has allowed many large-scale 
utility distribution companies the chance to operate within a competitive environment. 
Therefore, programs, such as Innovation Funds, require a centralized administrative 
process through a single governing body, such as the utility regulator.  

  

                                                           
5 Retrieved from: https://www.ofgem.gov.uk/ofgem-publications/51952/et-innovationpdf  

https://www.ofgem.gov.uk/ofgem-publications/51952/et-innovationpdf


Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 85 of 126 

On page 5 of the Ofgem Supporting Paper, Ofgem stated the following: 

Awarding funding via a competitive process allows equal access for all parties. The 
process would need to have strong independent governance to ensure fair assessment 
of proposed projects. 

On page 12 of the Ofgem Supporting Paper, Ofgem stated the following: 

We think that a competitive process offers real benefits by allowing proposed projects 
to be assessed independently against a set of established public criteria. It would ensure 
that projects with the best potential to deliver benefits for consumers and support the 
transition to a sustainable energy sector would be selected to receive funding. Under 
the competitive process, parties submitting bids would also be incentivised to consider 
potential efficiencies in their proposals to achieve advantages over other bidders. 
[Emphasis Added] 

215.3 Please explain whether FortisBC considers the natural gas and electricity innovation markets in 
BC to be disaggregated given that the innovation is being undertaken by private sector 
organizations, the public sector, research institutions, academia and by FortisBC. 

 If yes, please discuss whether “a centralized administrative process through a single 
governing body” would be beneficial in BC. 

215.4 Please discuss the advantages and disadvantages of awarding funding via a competitive process 
for all grant funding (i.e. the Ofgem approach) as compared to FortisBC’s proposal to initially 
allocate funds to the FortisBC companies and then provide a competitive funding award process 
only if it awards funding to, or partners with, another organization.  

 
On page 5 of the Ofgem Supporting Paper, Ofgem also stated: “Providing partial funding ensures that 
parties progressing innovation bear some risks of the project reflecting the opportunities available for 
them to achieve benefits.” 
 
215.5 Please discuss the extent to which FortisBC agrees or disagrees with the above-noted statement 

on page 5 of the Ofgem Supporting Paper. 

215.6 In the event that funding is awarded to partner organizations, please discuss whether FortisBC 
intends to provide full or partial funding to the parties. If the decision is project-dependent, 
please provide the criteria which FortisBC will use to evaluate whether full or partial funding 
should be awarded.   

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 82.1, 82.2 
Government Grants 

In response to BCUC IR 82.1, FortisBC stated that it is not possible to state in advance the type or 
amount of government grants that may be available for the innovative activities that will be pursued 
because funding programs change rapidly.  
 
FortisBC also stated in response to BCUC IR 82.1: “In addition to the above, funding from provinces 
outside of BC may be available depending where research, development and demonstration activities 
take place.” 
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216.1 Please explain how, and whose responsibility it is, to monitor and keep FortisBC informed of the 
type, amount and criteria for government funding programs (including funding from provinces 
outside of BC) that are available, including when these funding programs may expire and the 
application deadlines.  

 Please discuss what oversight will be in place to ensure that the funds collected from 
the Innovation Fund are spent in a way that leverages to the greatest extent possible 
the availability of the funding programs.  

 
In response to BCUC IR 82.2, FortisBC stated the following:  

The estimated financing required for Innovation Activities, net of grants, in each 
investment area is provided in the response to BCUC IR 1.70.1. FortisBC has not 
estimated the amount of government grants expected in each area and therefore does 
not know the total planned funding amount for each investment area since this will 
depend on the amount of grants received. If grant funding is greater, then the total 
investment will be increased. [Emphasis Added] 

216.2 Given the above statement, would FortisBC agree that the estimated investment in each 
investment area provided in response to BCUC IR 70.1 represents FortisBC’s minimum expected 
investment for 2020? Please explain why or why not. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 75.1, 75.2, 75.3, 75.4.1 
Stakeholder Engagement 

In response to BCUC IR 75.1, FortisBC stated that discussions with stakeholders regarding the proposed 
Innovation Fund were included as part of the overall consultation process regarding the Application. 
FortisBC stated that the stakeholders involved were the interveners who regularly participate in the 
Current PBR Plans’ annual review processes: BCOAPO, BCSEA, ICG, BCMEU, CEC and MoveUp. In 
addition, FortisBC stated that it met with representatives from the Ministry of Energy, Mine and 
Petroleum Resources and the BC Business Council.  
 
217.1 Please explain why FortisBC considers it sufficient to have limited its Innovation Fund 

consultation to interveners who regularly participate in the Current PBR Plans’ annual reviews, 
the Government, and the BC Business Council. As part of this response, please discuss whether 
there are other stakeholder groups which FortisBC could have consulted with but did not (e.g. 
residential customers) and, if so, why these groups were not consulted. 

217.2 Please clarify whether FortisBC specifically discussed the proposed quantum of the Innovation 
Fund rate riders and the proposed collection method, for each of FEI and FBC, with the Ministry 
of Energy, Mine and Petroleum Resources or the BC Business Council. 

 If yes, please discuss any feedback received and how it impacted the proposed 
Innovation Fund. 

 If no, please explain why not.  

 
In response to BCUC IR 75.2, FortisBC provided a copy of three slides which were used during its October 
2018 Update on FortisBC Next Generation Rate Making Approach consultation sessions that relate to 
innovation funding. FortisBC noted that questions and comments from stakeholders on these slides 
included the following:  

• Is the innovation initiatives mostly O&M expenditures?  
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• How have you been engaging with customers to determine their interest in the R&D 
initiatives?  

• Is the proposed R&D funding going to be in addition to the GGRR funding? Will you 
be using a rate rider to fund the R&D activities?  

217.3 Please provide FortisBC’s responses during the consultation sessions to the above-noted 
questions, as well as details of any further discussion or feedback that were considered by 
FortisBC following those responses and how the feedback was/was not incorporated into the 
Innovation Fund proposal. 

217.4 Please clarify if the above-noted slides included the proposed methodology and quantum of the 
proposed Innovation Fund, including the rate-riders. If no, please explain why not.  

 
In response to BCUC 75.3, FortisBC stated the following: 

• FortisBC Attitudes Survey show that customers are willing to pay for “innovation” if 
there is an environmental benefit. Environmental innovation is a key design feature 
of the Innovation Fund. 

217.5 Please provide further details regarding the FortisBC Attitudes Survey, including but not limited 
to the following information regarding the sampling model:  

• The scope and purpose of the survey; 
• How and when the survey was conducted, and by whom; 
• The intended targeted audience of the survey; 
• The type(s) of actual survey respondents; and  
• The survey response-rate. 

 
 To the extent that the scope and purpose of the FortisBC Attitudes Survey was not 

intended to collect information regarding customers’ views on the impact of the 
CleanBC Plan on FortisBC, please explain why the results of the FortisBC Attitudes 
Survey serve a role in informing customers’ support for the proposed Innovation Fund.   

217.6 Given that the questions posed in the FortisBC Attitudes Survey related to electricity companies 
and electricity innovation, please discuss (with examples) how the results of the survey have 
impacted or influenced the main innovation activities/projects that FBC intends to pursue with 
the Innovation Fund. 

 Given the above-mentioned focus on electricity, how/why are these results influential 
with regard to FEI’s activities? Please explain. 

 
In response to BCUC IR 75.3, FortisBC also stated the following:  

• FortisBC 2018 Corporate Reputation Presentation showing that “innovation” and 
Environment” are important to FortisBC customers. Environmental innovation is a 
key design feature of the Innovation Fund.  

217.7 Please provide details regarding the information shown in the FortisBC 2018 Corporate 
Reputation Presentation slide, including but not limited to:  

• Where FortisBC collected the data; 
• How the data was collected; 
• When the data was collected; and 
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• How the data was analyzed such that:  
o FEI concluded: “Among gas customers, environment more strongly influences 

reputation and has above average performance”; and  
o FBC concluded: “Innovation more strongly influences reputation among electric 

customers but is underperforming. Among electric customers, performance is 
lowest on affordable services; potentially underpinning the importance of new 
energy solutions.” 
 

217.8 Please provide examples explaining how environmental innovation is a key design feature of the 
Innovation Fund. 

217.9 Please discuss (with examples) how FortisBC’s findings with respect to its corporate reputation 
have impacted or influenced the main innovation activities/projects that FEI and FBC intend to 
pursue with the Innovation Fund. 

 
In response to BCUC 75.4.1, FortisBC stated that it expects “limited negative reaction” to the proposed 
rate riders.  

 
217.10 Please provide detailed reasons why FortisBC expects “limited negative reaction” to the 

proposed Innovation Fund rate riders. 

 In the event of strong negative reaction to the proposed rate riders, what action(s) 
will FortisBC take, if any? 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 73.14.2, 78.1, 78.2, 78.4.1, 82.6, 82.7.1; Exhibit B-1, 
pp. C-144–C-145 
Governance Structure 

In response to BCUC IR 73.14.2, FortisBC stated the following:  

The disadvantage of a third-party innovation fund administrator, such as the NGIF, is 
that they may have an evaluation mechanism that results in different investment 
decisions than the members might make on their own. Conversely, the benefit of a 
third-party administrator like NGIF that accepts funding from multiple investors, is that 
FortisBC investments can be leveraged for innovations that have a common benefit to a 
number of investors. Accordingly, FortisBC believes that its proposed approach, which 
has the ability to include third-party administrators and direct partnerships with third-
party innovation proponents, is the most flexibility and practical.  

218.1 Please further explain the extent to which FortisBC’s proposed approach includes “the ability to 
include third-party administrators.” Is FortisBC referring to the funding it provides to the NGIF or 
is the ability to include third-party administrators related to something else? Please explain.   

218.2 Please explain in detail why FortisBC considers its proposed approach to be “flexible” and 
“practical” (i.e. what criteria or definition was used to establish whether the proposed 
Innovation Fund is “flexible” or “practical”?)  

 
On pages C-144–C-145 of the Application, FortisBC states that an Innovation Working Group and 
Executive Steering Committee will be established to provide oversight of the Innovation Fund. 
Additionally, FortisBC proposes to establish an External Advisory Council to provide insight and feedback 
on the Companies’ innovation initiatives.  
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FortisBC also states that the Innovation Working Group will be responsible for the Identification, 
Evaluation and Selection, and Execution stages of projects; and the Executive Steering Committee will 
provide the strategic direction for the Innovation Fund.  
 
In response to BCUC IR 78.2, under the heading “Stage 2 – Project Selection,” FortisBC stated the 
following:  

On a regular basis, [Innovation] Working Group meetings will be held to review new 
innovation projects… New innovation projects will not generally be reviewed 
individually, but as a group in a sub-portfolio. The same sub-portfolio will be reviewed 
with the External Advisory Council prior to a final investment decision being made as to 
which (if any) projects within the sub-portfolio will be approved for funding. Between 
two and four sub-portfolios are envisioned in any particular calendar year. 

218.3 Please provide the following information on the decision-making structure of the proposed 
Innovation Working Group and the Executive Steering Committee: 

• How investment decisions will be made and by whom; 
• How potential sub-portfolios or groups of projects will be prioritized; and 
• The process that would be undertaken to assess and resolve issues of competing interests 

and objectives. Please also discuss the types of competing interests and objectives which 
might be encountered. 
 

218.4 Please clarify how often the Innovation Working Group intends to meet for the purposes of 
reviewing new projects. Given that “between two and four sub-portfolios are envisioned in any 
particular calendar year,” does that mean that the Innovation Working Group will meet two to 
four times per year? For clarity, will the number of meetings be dependent on the number of 
new innovation projects available for review? 

218.5 Please explain why FortisBC expects that new innovation projects will “not generally be 
reviewed individually.” What are the pros and cons of reviewing new innovation projects as a 
group in a sub-portfolio as compared to individually?  

218.6 Please explain how new innovation projects will be grouped into sub-portfolios (i.e. what 
criteria) and the number of individual innovation projects that are expected to be included in 
one sub-portfolio.  

218.7 For clarity, please confirm, or explain otherwise, that investment decisions will be made based 
on individual innovation projects and not the approval/rejection of an entire sub-portfolio.  

 
In response to BCUC IR 78.2, under the heading “Stage 3 – Project Management,” FortisBC stated: “On a 
regular basis, the [Innovation] Working Group will meet to review the progress and approve fund 
releases for all approved and active Innovation Fund projects.” 
 
218.8 Please confirm, or explain otherwise, that the term “Project Management” (used in response to 

BCUC IR 78.2) refers to the same stage of project oversight as the term “Execution” (used on 
page C-144 of the Application). 

218.9 Please clarify how often the Innovation Working Group intends to meet for the purposes of 
reviewing progress and approving fund releases. 
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In response to BCUC IR 78.2 and 82.7.1, FortisBC confirmed that “Project selection and fund 
disbursements” and “Project halting and financing reallocations” will be done by the Innovation Working 
Group “in compliance with the strategic direction established by the Executive Steering Committee and 
will consider the feedback provided by the External Advisory Council.” 

218.10 Please clarify how often the Executive Steering Committee intends to meet, and how/how often 
the “strategic direction” of the committee will be documented or updated and communicated 
to the Innovation Working Group.  

218.11 Please explain how the Innovation Working Group will “consider the feedback” provided by the 
External Advisory Council (i.e. what is the nature of the feedback which will be sought from the 
External Advisory Council, and how, if at all, must that feedback be incorporated into the 
Innovation Working Group’s decisions?) 

 
In response to BCUC IR 78.1, FortisBC confirmed that the Innovation Working Group and the Executive 
Steering Committee will be comprised solely of FortisBC employees.  
 
218.12 Please explain why FortisBC considers that FEI and FBC employees should comprise the entirety 

of the Innovation Working Group and Executive Steering Committee.  

 Does FortisBC consider it necessary or appropriate for either one or both of the two 
governance bodies to also include representation from external stakeholders (e.g. 
government, regulators, academia, customers, and/or industry groups)? Please 
explain why or why not.  

 
In response to BCUC IR 78.4.1, FortisBC stated that it intends to canvas intervener groups for 
representation in the External Advisory Council and that “FortisBC would like to have representation 
from academia and industry groups. A specific process for contacting and selecting representatives will 
be established pending approval of the Innovation Fund.” 
 
218.13 Please discuss the number and type of represented groups which FortisBC would like to have as 

part of the External Advisory Council and the “minimum” level of acceptable representation. 

218.14 Please discuss the level of interest expressed so far by potential groups to be part of the 
External Advisory Council.  

218.15 Please explain how often FortisBC intends to meet with the External Advisory Council (i.e. the 
number of meetings annually and the expected annual time commitment, including meetings 
and preparation time for meetings). 

 
In response to BCUC IR 78.3, FortisBC stated the following: 

FortisBC expects to incur minimal incremental expenses to operate the governance 
bodies. When also considering costs for the External Advisory Council, annual amounts 
for meetings and related travel and support costs are expected to total less than $100 
thousand (1.8 percent of total expenditures) across both FEI and FBC funds. These costs 
are included in the total funding and recovered by the proposed rate rider. 

218.16 Please provide a breakdown of the annual cost of Innovation Fund governance by governance 
body (i.e. Innovation Working Group, Executive Steering Committee, External Advisory Council) 
and by type of cost (e.g. travel, support, meetings).  
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 Please clarify if there are any governance costs which are not included in the above 
breakdown which will be charged to O&M. If yes, please provide the amount and why 
this treatment is appropriate.  

218.17 Given that the Innovation Working Group and Executive Steering Committee will be comprised 
of staff from both FEI and FBC, please discuss how governance costs will be allocated between 
FEI and FBC and explain the potential impact (e.g. short-term, long-term) of participation in the 
staff’s existing areas of responsibility (e.g. what work and departments are most likely to be 
impacted and why?) 

 
In response to BCUC IR 73.10, FortisBC stated the following: 

To capture efficiencies in managing both funds, FortisBC has established the governance 
committee structure shown in Figure C6-8 of the Application, which includes both the 
Clean Growth Innovation Fund and the DSM innovative technologies funding. 

218.18 Please provide the current annual cost of governance for the DSM Innovative Technologies 
Fund.  

 Please confirm, or explain otherwise, that the “less than $100 thousand” cost of 
Innovation Fund governance provided in response to BCUC IR 78.3 is incremental to 
the cost of governance for the DSM Innovative Technologies Fund. 

218.19 Please explain how the total costs of governance will be allocated between the proposed 
Innovation Fund and the DSM Innovative Technologies fund. 

 
In response to BCUC IR 82.6, FortisBC stated: “By establishing a central governing committee for 
expenditures and ensuring that the governing committee is as aware as possible of the research being 
conducted in each investment area, FortisBC intends to optimize the use of the Innovation Fund.” 
 
218.20 Please confirm, or explain otherwise, that the “central governing committee” referenced in the 

preamble above refers to the governance structure described in Section C6.5 of the Application 
and shown in Figure C6-8. 

 If not confirmed, please explain what the composition and role of the “central 
governing committee” is and how it will interact with the governance bodies 
established for the Innovation Fund.  

218.21 Please elaborate on the referenced statement above, explaining how the central governing 
committee will enable FortisBC to be “made as aware as possible” of the research being 
conducted in each investment area.  

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 77.5; Exhibit B-1-1, Appendix C6-1, p. 16 
Governance Structure - Comparison with New York State’s Millennium Fund 

On page 16 of Appendix C6-1, Concentric states the New York Public Service Commission (NYPSC) 
approved a surcharge intended to fund medium-to-long term R&D by New York’s investor-owned 
natural gas local distribution companies through the Millennium Fund. 

In response to BCUC IR 77.5, FortisBC stated the following:  

[An] important difference between New York and BC relates to the role and function of 
New York State Energy Research and Development Authority (NYSERDA). NYSERDA is a 
public benefit corporation with the mission to advance innovative energy solutions in 
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ways that improve New York State’s economy and environment… Since 1996, 
NYSERDA’s budget is funded by ratepayers through the System Benefit charge (SBC) 
program. The SBC is collected by investor-owned utilities from gas and electric 
customers in the State, and funds the majority of NYSERDA’s programs. In contrast, such 
an organization does not exist in BC… 

219.1 Please describe the role of each of the NYPSC and the NYSERDA in the governance of the 
Millennium Fund.  

219.2 Please explain the method for awarding and administering funds from the Millennium Fund and 
the role of each of the NYPSC and the NYSERDA in the decision-making process.  

 
In response to BCUC IR 77.5, FortisBC stated the following: 

…the administration and management of the Millennium Fund is left largely under the 
jurisdiction of New York’s investor-owned utilities to provide them with the flexibility 
required to incorporate R&D projects into their unique business circumstances. In 
comparison,  FortisBC’s Innovation Fund would be administered by the FortisBC 
Companies’ for innovation projects at all stages of the value chain to maximize the 
utilization of its natural gas assets in an evolving climate policy context. [Emphasis 
Added] 

219.3 Please elaborate on the comparison of the role of the utilities in the administration of 
innovation funds between the Millennium Fund and the Innovation Fund. How are the utilities’ 
roles different? 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1, p. C-141 
Technology Readiness Levels (TRLs) 

On page C-141 of the Application, FortisBC provides the following figure showing the broadly-accepted 
technology readiness levels (TRL) for pre-commercial and commercial innovation activities, which range 
from TRL 1 through TRL 9: 
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In footnote 177 on page C-141, FortisBC provides a link to the National Aeronautics Space 
Administration (NASA) which states that the TRL system was adopted by the NASA space program for 
project tracking and management.  
 
220.1 Please provide a description of each TRL as understood by, and applicable to, FortisBC.  

220.2 Please explain how FortisBC assigns TRLs to innovation activities (e.g. steps undertaken, review 
process, etc.) 

220.3 Please explain how the TRL levels correspond to the designation of innovation activities as pre-
commercial versus commercially ready innovation. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, p. 1 
Main Innovation Activities – Blending Hydrogen 

On page 1 of Appendix C6-4 (Main Innovation Activities), FEI states that it plans to: (i) investigate the 
feasibility of blending hydrogen into its natural gas delivery system; and (ii) investigate the potential to 
deliver renewably sourced hydrogen and methanized hydrogen. 
 
221.1 Please provide an estimate of the number of projects FEI intends to initiate related to each of 

the two investigative activities noted in the preamble above (including pilot projects). For each 
identified project, please provide the project description/objectives, expected project start/end 
dates, and the TRL.  

 Please explain whether FEI plans to undertake these projects on its own or in 
collaboration with partner organizations.6 If FEI plans to collaborate with partner 
organizations, please specify the organization for each project and FEI’s role in the 
project. 

 
FortisBC further states the following in Appendix C6-4: 

FEI intends to initiate two hydrogen injection pilot projects in 2019. Should the 
technologies that allow hydrogen to be blended into the conventional natural gas 
distribution system prove to be technically and commercially viable (including safety 
and operational considerations) and acceptable to customers and stakeholders, FEI 
proposes that it would then come forward with an application for funding to support a 
more extensive deployment of hydrogen production and integration technologies. 
[Emphasis Added] 

221.2 In the event that either one of the two hydro injection pilot projects proves to be technically and 
commercially viable and acceptable to customers and stakeholders, please clarify whether FEI 
intends to seek additional funding for the Innovation Fund or separate capital funding to 
proceed with the project(s).  

 
On page 1 of Appendix C6-4, FortisBC also states that FEI and FBC will assess “other related 
opportunities” including power-to-gas technologies that bridge the traditional electrical power grid and 
natural gas delivery system.  

  

                                                           
6 In these IRs, “partner organizations” means other utilities, academic institutions, businesses, industry associations, 
provincial government, federal government and other non-government organizations which are third-parties to FortisBC. 
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221.3 Other than the “power-to-gas technologies” project, please provide the number of “other 
related opportunities” that FEI and FBC plan to undertake, including the project 
descriptions/objectives, and the TRL of each project. 

221.4 Please explain whether the project to assess “power-to-gas technologies” will be funded by the 
Innovation Fund for FEI or FBC or both, and please provide the TRL of the project. If it will be 
funded by both FEI and FBC, please explain how the funding costs will be split between FEI and 
FBC’s Innovation Funds.  

221.5 Please explain whether FEI or FBC plan to undertake each of the above projects on its own or in 
collaboration with partner organizations. If FortisBC plans to collaborate with partner 
organizations, please specify the organization for each project and FortisBC’s role in the project. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 74.2, 74.3; Exhibit B-1-1, Appendix C6-4, pp. 1 – 2  
Main Innovation Activities – Renewable Natural Gas 

On pages 1–2 of Appendix C6-4 (Main Innovation Activities), FEI states that it plans to undertake a 
project to produce RNG using wood waste as feedstock and provides a brief description of the project.  
 
In response to BCUC 74.2, FortisBC stated the following: 

Policy and legislation support is needed from the Province to advance the commercial 
production of hydrogen. FortisBC understands the Province is currently developing a BC 
Hydrogen Roadmap, which will form the basis for such policy and legislative changes. 

222.1 Please discuss when FortisBC anticipates the BC Government will release the BC Hydrogen 
Roadmap and enact the associated policy and legislative changes. 

222.2 Please discuss whether FortisBC is aware if the BC Government will issue policy and legislative 
changes with regard to RNG and, if so, please indicate the expected timing.  

 Please discuss whether it would it be more appropriate for FEI to delay all innovation 
projects related to RNG until after such policy and legislative changes are in place. If 
no, please explain why not. 

222.3 Please explain the impact that the BC Hydrogen Roadmap is expected to have on FEI’s research 
regarding using wood-waste as feedstock for RNG, if any. 

 
In response to BCUC IR 74.3, FortisBC stated:  

The wood-waste process is currently under development and not commercially 
available, although it has the potential to increase RNG generation in BC to about 90 PJ 
annually.” However, despite the ongoing research and development of wood-waste 
technology, FEI stated that it believes “it will need to source RNG from outside of the 
province to achieve the 15 percent renewable gas policy goal by 2030. 

222.4 Please clarify and explain the extent to which FEI intends to leverage/build-on existing research 
in wood-waste technology and/or undertake entirely new research in this technology. To the 
extent that FEI intends to collaborate on or fund third-party research, please explain what FEI’s 
role will be in these circumstances and the extent of its potential funding contributions. 

222.5 Please further explain the basis for FortisBC’s statement in response to BCUC IR 74.3 that the 
“wood-waste process has the potential to increase RNG generation in BC to about 90 PJ 
annually.”  
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 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, p. 2 
Main Innovation Activities – Carbon Capture 

On page 2 of Appendix C6-4 (Main Innovation Activities), FEI states the following:  

GHG emissions can be dramatically reduced through the utilization of carbon capture 
technologies in conjunction with end-use applications in both the build environment 
and industrial processes. FEI is exploring those end-use carbon capture technologies and 
is currently conducting a small-scale pilot with Clean 02 (a manufacturer of an end-use 
carbon capture device called Carbonix) to test and demonstrate energy efficiency and 
GHG reductions of up to 10 units.  

FEI further states that it considers Clean 02 to be both a DSM and non-DSM activity. Specifically, FEI 
states the following: 

Funding for costs such as M&V Equipment to measure energy savings and incentives for 
the unit are eligible to receive DSM funds from the Innovative Technology Program 
while costs pertaining to measuring emission reductions and by-product production 
were covered from O&M. 

In addition, FEI believes “additional Non-DSM funds will be required to explore and research carbon 
capture technologies similar to Clean 02 as well as supporting the commercialization of the technology 
category.” 
 
223.1 Please provide the TRL of Clean 02 and the historical actual costs which FEI has contributed 

towards the pilot by year.  

 In the event that the Innovation Fund is approved, please explain whether the amount 
currently provided by O&M for Clean 02 will be removed (i.e. similar to FEI’s proposal 
with respect to NGIF funding). 

 Conversely, in the event that the Innovation Fund is not approved, please explain 
whether FEI intends to continue funding Clean 02, and if so, please explain where the 
funding would be recorded and how much the funding would be likely be annually 
during the proposed MRP term.  

223.2 Please explain how (i.e. by what process) the costs of Clean 02 are split between DSM funding 
and O&M funding. 

223.3 Please confirm, or explain otherwise, that additional non-DSM funds required “to explore and 
research carbon capture technologies similar to Clean 02” noted in the preamble above will be 
funded by the Innovation Fund. 

 Please provide the number of projects FEI intends to initiate as part of the above 
activity, the expected project start/end dates, and the TRL of each project. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, p. 2 
Main Innovation Activities – Non-DSM Consumer End Use Technologies and Systems 

On page 2 of Appendix C6-4 (Main Innovation Activities), FortisBC states:  

Often when working with builders and developers, a need is expressed for a heating or  
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energy solution that is not commonly used or for a solution that is not yet developed… 
In these situations, FortisBC works with manufacturers, retailers, and HVAC contractors 
to devise a workable energy solution for the developer. 

An example of such a technology is Combined Heat and Power [CHP] technology that 
utilizes natural gas to generate electricity and supply heat… FortisBC is interested in 
furthering development of more efficient CHP units. However, CHP units are generally 
ineligible for DSM funding since the majority of installations are in new applications 
where natural gas use may actually increase. Despite this, FortisBC believes it is 
important to continue researching efficiency improvements in this technology. 
[Emphasis Added] 

224.1 Please provide descriptions/objectives for all “Non-DSM Consumer End Use Technologies and 
Systems” that FortisBC is interested in furthering the development of, the expected timing of 
these projects (date of start/finish), and the TRL of each project. 

 Please explain whether FortisBC would likely undertake the above projects on its own 
or in collaboration with partner organizations. If FortisBC plans to collaborate with 
partner organizations, please specify the potential organization for each project and 
FortisBC’s potential role in the project. 

224.2 Please explain whether FEI or FBC will be researching more efficient CHP units and whether or 
not it will be in in collaboration with partner organizations (e.g. other utilities, academic 
institutions, BC Government, Federal Government).  

224.3 Given that new applications of CHP units may increase natural gas use, please elaborate on why 
FortisBC believes it is important to continue researching CHP technology and how research in 
this area is expected to contribute to meeting the CleanBC targets. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, pp. 6–8 
Main Innovation Activities – EV and Charging Stations 

On page 6 of Appendix C6-4 (Main Innovation Activities), FBC states that its focus is to support the 
expansion of EV charging infrastructure and it will provide the infrastructure necessary to catalyze the 
adoption of EVs in BC’s Southern Interior. FBC states: “Incremental funding is required to support the 
operation of the EV stations. [However], achieving these plans will depend in part on the outcome of the 
EV Charging Service Inquiry currently being conducted by the BCUC.” [Emphasis Added] 

 
On June 24, 2019, the BCUC issued its Phase Two Report on the BCUC Inquiry into the Regulation of 
Electric Vehicle Charging Service, outlining its findings and recommendations to Government with 
regard to non-exempt public utilities’ participation in the EV charging services market.7 
 
225.1 Please provide an update on FBC’s plans with respect to EV charging stations subsequent to the 

issuance of the BCUC’s Phase Two Report in its Inquiry into the Regulation of Electric Vehicle 
Charging Service.  

  

                                                           
7 Retrieved from: https://www.bcuc.com/Documents/Proceedings/2019/DOC_54345_BCUC-EV-Inquiry-Phase2-Report.pdf 

https://www.bcuc.com/Documents/Proceedings/2019/DOC_54345_BCUC-EV-Inquiry-Phase2-Report.pdf
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225.2 Please provide the TRL and expected timing (date of start/finish) of each of the following RD&D 
opportunities listed in Appendix C6-4, supporting the development of EV charging infrastructure 
in BC: (i) Dynamic Load Control Research; (ii) Return to Base Charging Solutions Pilot; and (iii) 
Innovative DCFC Architectures Pilot.  

 Please explain whether FBC plans to undertake each of the above projects on its own 
or in collaboration with partner organizations. If FBC plans to collaborate with partner 
organizations, please specify the organization for each project and FBC’s role in the 
project. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, p. 8 
Main Innovation Activities – Developing Digital Natural Gas Feedstock 

On Page 8 of Appendix C6-4 (Main Innovation Activities), FEI states that it “wants to gain a better 
understanding of ‘Digital Feedstock’ and, in particular, the barriers to broad-based adoption of digital 
feedstock as a basis for natural gas trading.”  
 
FEI explains that currently there is only one characteristic of natural gas that is measured and traded, 
however natural gas produced by different plants can vary on a number of other dimensions that 
customers might care about (such as, GHG content and ethane content). 
 
FEI further states the following:  

Allowing for trading on these additional dimensions first requires data collection at the 
plant level. It then also requires a trading platform, possibly enabled by secure private 
or public ledger technology such as blockchain that can capture, verify, and disseminate 
this additional data about each unit of gas supplied to the market. Finally, it requires 
market participants to be willing to adopt or participate in this enhanced platform-
based marketplace. 

RD&D investments in this technology will be focused on implementing demonstrations 
projects that would demonstrate to stakeholders, gas producers and gas purchasers 
how well the technology works and allow better assessment of the business and 
environmental benefits. 

226.1 Please clarify and discuss whether FEI’s planned investment in this area relates to implementing 
“demonstrations projects” to market participants, building the technology (i.e. undertaking data 
collection, developing the trading platform), or a combination of both.  

226.2 Please explain whether separate investments will be required for each (new) characteristic of 
natural gas that can be measured and traded on or if the investments are the same irrespective 
of the number or additional trading dimensions. 

226.3 Please explain how FEI’s planned investment in this area contributes to meeting the CleanBC 
targets. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4, pp. 9–10 
Main Innovation Activities – Reducing Fugitive Emissions 

On pages 9-10 of Appendix C6-4 (Main Innovation Activities), FEI states the following: 

With the innovation funding, FEI intends to invest in an optical gas imaging device, 
investigate welding options for residential meter sets, use new methane technology on 
vehicles to increase the frequency of leak detection on distribution pipelines, pursue 
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decommissioning of high bleed pneumatic devices and conduct additional studies 
looking to improve our estimates on GHG emissions. 

227.1 Please provide the number of projects FEI intends to invest in related to the RD&D activities 
noted in the preamble above. For each identified project, please provide the project 
descriptions/objectives, expected timelines (start to finish) and the TRL.  

 Please explain whether FEI plans to undertake these projects on its own or in 
collaboration with partner organizations (e.g. other utilities, academic institutions, BC 
Government, Federal Government). If FEI plans to collaborate with partner 
organizations, please specify the organization for each project and FEI’s role in the 
project. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-4 
TRL Summary 

228.1 Please summarize in a table the TRL of all projects described in the IRs above and any other 
projects referenced in Appendix C6-4.  

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-1-1, Appendix C6-1, p. 8, Appendix C6-4 
Concentric: Regulator Rationale for Ratepayer-funded Electricity and Natural Gas 
Innovation 

On page 8 of Appendix C6-1 (Concentric: Regulator Rationale for Ratepayer-funded Electricity and 
Natural Gas Innovation), Concentric states the following:  

Government funding is most appropriate in the high-risk early research & development 
phase or where there are significant spillover benefits that discourage risk-taking. Utility 
customer funding is most appropriate where the benefits largely accrue to utility 
customers and where they are in a unique position to test new technologies and 
business models.  

In Appendix C6-4 (Main Innovation Activities), FortisBC describes the main innovation activities that 
FortisBC intends to pursue with the Innovation Fund and the estimated range of TRLs of the activities.  
 
229.1 Please confirm, or explain otherwise, that FortisBC considers that all of the innovation projects it 

intends to be pursue in Appendix C6-4 (as described in the IRs above) meet Concentric’s 
requirements for innovation which is appropriately utility customer funded. 

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 70.1; Exhibit B-1-1, Appendix C6-4 
2020 Expenditure Level 

In response to BCUC IR 70.1, FortisBC provided the following forecast for Innovation Fund expenditures 
by segment for 2020: 
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Appendix C6-4 (Main Innovation Activities) of the Application describes the main innovation activities 
that FortisBC intends to pursue and some of the related projects. 
 
230.1 Please provide a further breakdown of the Innovation Fund expenditures by segment for 2020 

into labour and non-labour cost components and by project. Please specify the relationship 
between each project and the specific innovation activity and explain whether it is for “pre-
commercial” or “commercial” innovation.   

230.2 With respect to labour costs, please clarify the extent to which the innovation work will be 
undertaken by existing FortisBC employees, new employees or contractors, or a combination of 
both.   

 To the extent that innovation work is undertaken by existing FortisBC employees, 
please explain the impact (e.g. short-term, long-term) of the work on employees’ 
existing areas of responsibility, including what work and departments are most likely 
to be impacted.  

 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND 
Exhibit B-10, BCUC IR 78.2, 80.1.1, 80.2, 80.2.4; Exhibit B-1, p. C-142; Ofgem Low 
Carbon Networks Fund Governance Document v.7,8 pp. 10, 14 
Key Success Indicators and Reporting 

The regulation, governance and administration of projects funded by the Low Carbon Networks Fund 
(LCNF) established by Ofgem are set out in the “Low Carbon Networks Fund Governance Document v.7.”   
On page 10 of the document (subsection 2.3), Ofgem states: 

2.3 The Successful Delivery Reward Criteria are Project specific. A DNO [distribution 
network operator] must have set out the Successful Delivery Reward Criteria that it 
proposes for its Project as part of its Full Submission.9 These proposed Successful 
Delivery Reward Criteria must comply with the following principles in that they must be:  

• linked to meeting identified targets for the outputs that will be expected to be delivered 
through the Project,  

• linked to meeting identified Project milestones, on at least an annual basis,  
• linked to achieving the proposals it puts forward for generation of new knowledge to be 

shared amongst all network operators, and  
• SMART objectives - specific, measurable, achievable, relevant and time bound… 

  

                                                           
8 Retrieved from: https://www.ofgem.gov.uk/sites/default/files/docs/2015/04/lcnf_gov_doc_v7_-_final_clean_0.pdf 
9 Subsection 2.4 further notes that The Expert Panel and Ofgem may suggest changes to the Successful Delivery Reward 
Criteria proposed within the Full Submission as part of their consideration of the Full Submissions. The DNO can choose to 
accept these changes, which then forms part of the Full Submission. 

https://www.ofgem.gov.uk/sites/default/files/docs/2015/04/lcnf_gov_doc_v7_-_final_clean_0.pdf
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2.6 If a Project is selected for funding, the DNO must submit to Ofgem a Project Progress Report 
at least every six months. The Project Progress Report must be of a standard considered by 
Ofgem as sufficient to provide Ofgem with the comfort that the Project is being successfully 
delivered and demonstrate progress against the agreed Successful Delivery Reward Criteria.  
[Emphasis Added] 

 
In response to BCUC IR 80.1.1, FortisBC stated the following: 

Ratepayers will be able to evaluate success by looking at the leading indicators in terms 
of completing projects on time, on budget and within scope, additionally, at the lagging 
indicators specific to individual innovation projects that have been completed and by 
the specific benefits that are expected to be achieved from each. [Emphasis Added] 

231.1 Please discuss whether FortisBC would be amenable to adopting an approach similar to Ofgem 
in which: (i) lagging indicators specific to individual projects must be established during the 
“Evaluation and Selection” stage of projects; and (ii) the Innovation Working Group’s evaluation 
of these targets would be reported to the BCUC in the proposed MRPs’ annual reviews.  

 
In response to BCUC IR 78.2, FortisBC stated that “Project targets achievement evaluation” is the 
responsibility of the Innovation Working Group. 
 
In response to BCUC IR 80.2, FortisBC stated the following:  

FortisBC expects to report on the following items related to the Clean Growth 
Innovation Fund at the Annual Reviews, plus any other items as directed by the BCUC:  

• Description and status of current projects; 
• New initiatives granted funding and current initiatives granted additional funding;  
• Completed project milestones; and 
• Project benefits (if successfully commercialized) 

 
On page C-142 of the Application, FortisBC lists “Ensure Transparency” as the first out of six guiding 
principles underpinning the design and operation of the Innovation Fund and describes this principle as 
“The Companies will be accountable to the BCUC in and administration and oversight of the Fund.” 
 
231.2 Please discuss what FortisBC considers to be the BCUC’s role in “the administration and 

oversight” of the Innovation Fund in the Annual Reviews. Specifically, in what way(s) does 
FortisBC anticipate it will be held “accountable” to the BCUC? For example, would the BCUC 
have the ability to review the prudency of the expenditures? 

231.3 Please compare and contrast the proposed content in the Annual Reviews for the Innovation 
Fund to the information that FortisBC provides to the BCUC with respect to the DSM Innovative 
Technologies program. 

 
In response to BCUC IR 80.2.4, FortisBC stated that it “believes that the information that it will report in 
each of the Annual Reviews during the term of the proposed MRPs will be sufficient and that a final 
evaluation report and mid-term report would duplicate the information already provided.” 

On page 14 of the Ofgem “Low Carbon Networks Fund Governance Document v.7,” Ofgem states: 

The DNO will be required to provide a detailed report, (the Project Progress Report), at 
least every six months, of sufficient detail to allow Ofgem to evaluate the progress of  

  



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 101 of 126 

the Eligible LCN Fund Project. This must include information that will allow Ofgem to 
monitor how the DNO is performing against all of the Successful Delivery Reward 
Criteria. Ofgem may provide further guidance about the structure and contents of this 
report. Ofgem will publish the report on its website. If there is any confidential 
information in the Project Progress Report, this must be included in a separate 
confidential annex, which will not be published on Ofgem's website. 

231.4 Please elaborate on the reasons why FortisBC believes that the information in an individual 
innovation project final evaluation report and mid-term report would duplicate the information 
it will report on in each of the Annual Reviews. 

231.5 Please compare and discuss the pros and cons of the reporting proposed by FortisBC and the 
reporting requirements applied by Ofgem for the administration of projects funded by the LCNF 
for (i) FortisBC, (ii) the BCUC, and (iii) ratepayers. 

 Reference: INNOVATION FUND 
Exhibit B-10, BCUC IR 74.1 
Investment in RNG 

In response to BCUC IR 74.1, FortisBC stated the following: 

The current CPCN threshold for non-GGRR biomethane projects appears to be 
inconsistent with the RNG objectives of the GGRR and the expanded CleanBC policy 
objective of achieving 15 percent renewable content in the gas supply stream. Given a 
$30/GJ ceiling price for RNG and very large supply targets, the current $5 million 
threshold for a non-GGRR CPCN is too low. 

232.1 Please further explain why the existence of the $5 million CPCN threshold for non-GGRR 
biomethane projects is inconsistent with the RNG objectives of the GGRR and the expanded 
CleanBC policy. 

232.2 Please clarify if FEI is requesting approval of a change to the CPCN threshold for non-GGRR 
biomethane projects in this proceeding. If no, please explain what actions or proposed actions 
FEI intends to take regarding the CPCN threshold. 

 
H. SERVICE QUALITY INDICATORS 

 Reference: SERVICE QUALITY INDICATORS 
Exhibit B-10, BCUC IR 84.3, 84.5, 84.6, 90.7; FEI PBR Decision, p. 155 
FEI and FBC Service Quality Indicators 

In response to BCUC IR 84.3, FEI provided the current and proposed Service Quality Indicators (SQIs) 
with benchmarks as well as the 2016 through 2018 results and the average 2016 through 2018 results 
for each of these SQIs. 
 
With regard to the Telephone Service Factor (TSF) (Emergency) SQI, FEI proposes to maintain the 
existing approved benchmark of “>=95%”, while the average 2016 through 2018 results show that 98% 
of calls were responded to within one hour. 
 
FEI stated the following in response to BCUC IR 84.3 regarding the TSF (Emergency): “Three year average 
methodology not applicable. Proposed benchmark of 95% recognizes an appropriate balance between 
cost and service level as was determined in the PBR proceeding.” 
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On page 155 of the FEI PBR Decision, the BCUC stated that FortisBC and stakeholders should take into 
consideration the following factors when establishing the performance range for SQIs: 

• The variance that has been experienced in the benchmark historically; 
• The historic trend in the benchmark; 
• The level of the benchmark relative to the SQI levels achieved by other utilities, including 

utilities in other jurisdictions; 
• The sensitivity of the benchmark to external factors such as weather or economic conditions; 

and 
• The impact of lower SQI levels on the provision of reliable, safe or adequate service. 

 
In response to BCUC IR 84.5, FEI confirmed that in its review process to determine the appropriateness 
of continuing to use the existing thresholds, FEI considered the factors identified in the FEI PBR Decision 
and that it placed a “particular focus on considering the actual performance of the metric during the 
term of the Current PBR Plan.” 
 
233.1 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided 

in the above preamble), please provide a detailed assessment of FEI’s proposal to maintain the 
existing approved benchmark of “>=95%”for the TSF (Emergency) SQI. 

233.2 Please explain in detail how FEI determined that the proposed benchmark of 95% represents 
“an appropriate balance between cost and service level.” Please specifically address how FEI 
determined that 95% was an acceptable service level and provide the cost required to maintain 
this service level. 

233.3 Please explain how FEI determined that an additional amount of cost would be required in order 
to maintain a higher service level (i.e. maintain a benchmark of 98%). As part of this response, 
please estimate the additional cost required to maintain a benchmark of 98% and explain how 
FEI derived this estimated amount. 

 
With reference to the All Injury Frequency Rate (AIFR), FEI stated the following in response to 
BCUC IR 84.3: 

For AIFR, the current benchmark remains appropriate as the Company assesses the 
trend and sustainability of recent years’ safety performance. The AIFR results have 
improved in recent years, but they should be monitored and reviewed on a longer term 
and trend basis, before the existing benchmark is adjusted to reflect recent historical 
performance. 

With reference to First Contact Resolution, FEI stated the following in response to BCUC IR 84.3: 

The current benchmark approved by the BCUC at 78 percent based on setting a target 
that was above the industry average for call centre performance (i.e. 2012 SQM 71%). 
Recent industry average for call centre performance (i.e. 2018 was 70%) remains 
consistent with 2012 comparator. 

With regard to FBC’s First Contact Resolution SQI, as shown in response to BCUC IR 90.7, FBC proposes 
to maintain the existing approved benchmark of “>=78%” while the average 2016 through 2018 results 
were 80% and the results have consistently trended upwards since 2015. 
 
233.4 Please explain why the AIFR results should be monitored and reviewed on a longer term and 

trend basis before the existing benchmark is adjusted. As part of this response, please provide, 
with rationale, the duration that FEI considers the AIFR results should be monitored. 
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233.5 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided 
in the above preamble), please provide a detailed assessment of FEI’s proposal to maintain the 
existing approved benchmark of “<=2.08” for the AIFR SQI. 

233.6 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided 
in the above preamble), please provide a detailed assessment of each of FEI’s and FBC’s 
proposal to maintain the existing approved benchmark of “>=78%” for the First Contact 
Resolution SQI. 

233.7 Please discuss the likely factors which have contributed to FBC’s upwards trend in the First 
Contact Resolution SQI since 2015 and what FBC’s expectations are regarding First Contact 
Resolution during the proposed MRP term.   

 
In response to BCUC IR 84.6, FEI stated the following: 

In reviewing its existing SQIs, in addition to the replacement of the current 
informational SQI Telephone Abandonment Rate with the new informational SQI 
Average Speed of Answer, FEI considered adopting additional Safety related measures 
to complement the existing AIFR metric used to measure employee safety. FortisBC is 
looking into introducing other indicators of safety performance, which are leading 
indicators that capture the presence of “safety” and occurrence of proactive activities 
like safety observations and inspections. Further work on investigating this new 
approach to measuring safety performance through both lagging and leading indicators 
is required. FortisBC has not progressed enough to be in a position to propose new 
safety related measures at this time.  

233.8 Please explain when FortisBC expects to complete the investigation into the new approach for 
measuring safety performance.  

 Please confirm, or explain otherwise, whether FortisBC expects to propose the new 
measures during the proposed MRP term and, if so, whether this would be done as 
part of the Annual Review process. 

 
I. TARGETED INCENTIVES 

 Reference: TARGETED INCENTIVES 
Exhibit B-10, BCUC IR 96.1, 96.3 
Targeted Incentives 

In response to BCUC IR 96.3, FortisBC stated the following: 

FortisBC would pursue each of the targets in the absence of approval in order to address 
the emerging challenges and opportunities in its operating environment. However, the 
in the absence of approval of the Targeted Incentives, FortisBC would be less likely to 
achieve the targets or the same level of performance as it would with Targeted 
Incentives. This is due to the lack of an incentive to undertake the extraordinary efforts 
and investment of resources required to achieve these outcomes, the resulting shift in 
focus to traditional incentives and service quality, and the lack of BCUC endorsement of 
the targets as priorities to be addressed during the term of the MRPs. 

234.1 Please further explain why, in the event that the BCUC does not approve FortisBC’s targeted 
incentives as applied for, FortisBC would interpret such an outcome as a lack of BCUC 
endorsement of the targets as priorities to be addressed during the term of the MRPs. 
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234.2 Please discuss in detail other components of each of FEI and FBC’s proposed MRPs that, if 
approved, would be supportive of the goals identified by the targeted incentives. 

 
In response to BCUC IR 96.1, FortisBC stated the following: 

The level of performance embedded in each of the Targeted Incentives listed in 
Table C8-1 of the Application represents performance above and beyond conventional 
service and creates positive value for customers. In other words, the Targeted Incentives 
have been designed to create outcomes above what is normally expected in the regular 
course of business. 

234.3 Please describe in further detail how FortisBC has defined “performance above and beyond 
conventional service” and “outcomes above what is normally expected in the regular course of 
business.” Please fully explain the basis for these definitions. 

234.4 In the event that the proposed Targeted Incentives were not approved, please explain how each 
of FEI and FBC might alter its level of effort and investment in the areas related to the Targeted 
Incentives. Please explain in detail and quantify where possible. 

 Reference: TARGETED INCENTIVES 
Exhibit B-10, BCUC IR 2.5, 74.3, 97.1, 97.3; Exhibit B-5, BCOAPO IR 92.3.1; Exhibit B-1, 
p. C-160; CleanBC Plan, Executive Summary, p. 5 
Growth in Renewable Gas (RG) 

On page C-160 of the Application, FEI states that the projected RNG production volume for 2018 is 
342,300 GJs. 
 
In response to BCOAPO IR 92.3.1, FEI provided the following table which it stated shows the actual RNG 
volumes each year from 2013 to 2018: 
 

 
 
235.1 Please clarify if, based on the table provided in response to BCOAPO IR 92.3.1, the actual RNG 

for 2018 was 164.2 TJs less than projected. 

 If yes, please explain the causes of the significant difference in RNG volumes from 
what was projected. 

235.2 Please provide the projected RNG production volume for 2019 and explain the basis for this 
projection. 

235.3 Please explain if the historical actual volumes of RNG provided in response to BCOAPO IR 92.3.1 
represent the total volume of renewable gas produced by FEI in each of these years. If no, 
please provide a revised table showing the historical RG volume by year and explain where the 
other source(s) of RG were obtained. 

 
In response to BCUC IR 2.5, FEI stated the following: 

The GGRR [Greenhouse Gas Reduction (Clean Energy) Regulation] also includes recent 
amendments to the prescribed undertakings to include renewable natural gas (RNG) as  
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a transportation fuel for natural gas transportation customers, which supports the 
policy statement quoted above regarding “increasing the production of renewable 
transportation fuels”. The inclusion of RNG for transportation applications in the GGRR 
provides further opportunities for GHG emissions reductions due to the much lower 
carbon intensity of RNG as compared to conventional natural gas, and even more so, 
conventional diesel fuel. 

235.4 Please explain whether the recent amendments to the GGRR regarding RNG were considered by 
FEI when developing its Growth in RG target. 

 If yes, please explain how and whether FEI increased its targets to reflect the 
amendments to the GGRR. 

 If no, please explain why not. 

235.5 Please discuss whether FEI considers the recent amendments to the GGRR coupled with the 
objectives outlined in the CleanBC Plan to be an endorsement from the Provincial Government 
of FEI’s targets as priorities to be addressed during the term of the proposed MRP. 

235.6 Please explain if the recent amendments to the GGRR regarding RNG may increase FEI’s ability 
to meet its proposed targets for other incentives beyond the “Growth in RG” incentive. If yes, 
please explain which incentives may be impacted. If no, please explain why not. 

 
In response to BCUC IR 97.1, FEI provided the following table showing the percentage of renewable gas 
content in FEI’s total natural gas throughput for each of the targets: 

 
 

235.7 In consideration of the CleanBC Plan’s goal of a minimum requirement of 15 percent of 
renewable content in natural gas by 2030, please explain if FEI considers its target of 3.11 
percent by 2024 to be adequate.  

 As part of the above response, please explain how FEI might reasonably increase its 
RG content to a percentage closer to the CleanBC Plan goal of 15 percent by 2030 if its 
target is to be at 3.11 percent as of 2024. 

235.8 Please provide an update on the development of any Governmental regulations regarding RG. 
As part of this response, please discuss, based on information available to FEI, when it expects 
that regulations regarding RG may be issued. 

235.9 Please explain why FEI does not consider it more appropriate to wait until Government 
regulations/mandates regarding RG are issued before implementing the Growth in RG Targeted 
Incentive. Please discuss the pros and cons of this approach.  

 
In response to BCUC IR 97.3, FEI stated that it is “also pursing out-of-province and off-system options 
which may also increase annual volumes, but remain uncertain.” 
 
FEI also stated the following in response to BCUC IR 74.3: 
 

FEI believes that it will need to source RNG from outside the province to achieve the 15 percent 
renewable gas policy goal by 2030. RNG sourced from outside of BC is both an expedient and an  
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effective way to help reach the provincial government target. From a time-to-market 
perspective, there are shovel-ready projects in jurisdictions like Ontario that present an 
opportunity for BC and FEI’s customers. 

 
On page 5 of the CleanBC Plan, the Executive Summary states: 

Along with our actions to reduce greenhouse gas (GHG) emissions, CleanBC provides an 
effective blueprint to build our economy. Rising to meet the global challenge of climate 
change is an opportunity for British Columbia to mobilize our skilled workers, natural 
resources, and booming technology sector to reduce climate pollution and create good 
jobs and economic opportunities across B.C.  

… 

CleanBC describes how, together, we can make things more efficient, use less energy 
and waste less, while making sure that the energy we use is the cleanest possible and 
the greatest extent possible made-in-B.C. 

235.10 Please explain in detail how pursuing out-of-province sources for RG would align with the 
CleanBC Plan. As part of this response, please specifically address the goal of creating economic 
opportunities across BC. 

235.11 Please clarify whether the sourcing of RG from out-of-province is a physical purchase or a 
notional purchase of RG. 

 If it is a physical purchase, please explain the methods FEI would use to transport RG 
from out-of-province sources to BC, including the potential impact on FEI’s costs of 
transporting from out-of-province sources versus obtaining RG from in-province 
sources. 

 Reference: TARGETED INCENTIVES 
Exhibit B-10, BCUC IR 98.2; Exhibit B-5, BCOAPO IR 92.4.1; Exhibit B-1, pp. C-33, C-160 
Growth in Natural Gas for Transportation (NGT) 

On page C-160 of the Application, FEI states that annual NGT load has grown to approximately 2.0 PJs in 
2018. 
 
In response to BCUC IR 98.2, FEI provided the following table: 
 

 
 
236.1 Please update the applicable rows in the above table to reflect any additional contracted (or 

uncontracted) demand that has developed in the additional months that have elapsed since 
FortisBC completed its responses to IR1. 
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236.2 Please provide the projected NGT load for 2019. 

 
In response to BCOAPO IR 92.4.1, FEI provided the following table: 
 

 
 
236.3 Please clarify if the units in the above table provided in response to BCOAPO IR 92.4.1 are PJs, 

not TJs. 

236.4 Please explain why the Actual 2018 NGT demand was higher than what FEI currently forecasts 
for 2020. 

 
On page C-33 of the Application, FEI provides Table C2-10 which breaks down FEI’s requested $3.360 
million incremental funding to Base O&M related to Engagement. Included in this amount is $2 million 
for “Raising Awareness for Consumers in a Lower Carbon Future” and $1 million for the “Climate Action 
Partners program”. 
 
236.5 Please explain in detail the ways in which the requested $2 million for “Raising Awareness for 

Consumers in a Lower Carbon Future” might contribute to FEI achieving its Growth in NGT 
target. 

236.6 Please explain in detail the ways in which the requested $1 million for the “Climate Action 
Partners program” might contribute to FEI achieving its Growth in NGT target. 

236.7 Please discuss whether the requested incremental funding for the Engagement activities listed 
in the above preamble might reduce the level of effort and investment of resources above and 
beyond the normal course of business required to achieve the Growth in NGT Targeted 
Incentive. 

 If yes, please discuss whether the annual targets should be increased if the 
incremental O&M funding is approved. 

 If no, please explain why not. 

236.8 Please explain how FEI intends to reach the targets in each of the years from 2020-2024, given 
the value for contracted demand from new customers is unknown. Does FEI have any plans in 
place to bridge the gap between the targeted volumes and the demand from existing 
customers? Please describe any such plans. 

 Please describe the types, and amount of any additional investment that will be 
needed in order for FEI to achieve these targets. 

 Reference: TARGETED INCENTIVES 
Exhibit B-10, BCUC IR 30.9, 99.2; Exhibit B-1, pp. C-30, C-161–C-162 
GHG Emissions Reductions – Customer  

FEI states on page C-162 of the Application that its target for the annual number of natural gas 
conversions is 2,700 per year which reflects an increase over the five-year average. 
 
Based on the historical conversions provided in Table C8-4 on pages C-161 and C-162 of the Application, 
the three-year average of conversions is 3,056. 

  



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 108 of 126 

237.1 Please confirm, or explain otherwise, that the majority of FortisBC’s proposals in the Application 
which rely on historical averages (e.g. base growth capital, SQIs) utilize either a three-year 
average or a rolling three-year average. 

237.2 Please further explain why using a five-year average as a reference point in developing the GHG 
Emissions Reductions target is appropriate. As part of this response, please specifically address 
the reasonableness of relying on five years of historical data as a basis for setting future targets. 

237.3 Please discuss in detail the reasonableness of using either a three-year average or a rolling 
three-year average to set the target for natural gas conversions during the proposed MRP term. 
Please provide a detailed discussion for both options. 

 
On page C-30 of the Application, FEI provides Table C2-9 which breaks down FEI’s requested $1.200 
million incremental funding to Base O&M related to the Connect to Gas program. Included in this 
amount is $0.600 million for Advertising. 
 
In response to BCUC IR 30.9, FEI described its Advertising plans related to the Connect to Gas program 
for 2020, including the “Conversion Campaign” which FEI stated will “promote the benefits and 
simplicity of switching from other fuels such as oil or propane to natural gas.” 
 
In response to BCUC IR 99.2, FEI stated the following: 

While the requested incremental funding for the “Connect to Gas” program may assist 
in the achievement of the “GHG Emissions Reductions – Customer” incentive to the 
extent that it supports increased conversion customers, the O&M funding itself does not 
represent a reward. Rather the O&M funding only reflects FEI’s costs of the program 
itself. 

237.4 Please explain if one of the drivers for the requested incremental funding to Base O&M for the 
Connect to Gas program is to assist FEI in achieving the proposed GHG Emissions Reductions – 
Customer targeted incentive. 

237.5 Please discuss whether the requested incremental funding for the “Connect to Gas” program 
might reduce the level of effort and investment of resources above and beyond the normal 
course of business required to achieve the GHG Emissions Reductions – Customer Targeted 
Incentive. 

 If yes, please discuss whether the annual targets should be increased if the 
incremental O&M funding is approved. 

 If no, please explain why not. 

 Reference: TARGETED INCENTIVES 
Exhibit B-10, BCUC IR 72.2; Exhibit B-1, C-163 
GHG Emissions Reductions – Internal 

On page C-163 of the Application, FEI provides its targets for Greenhouse Gas (GHG) emissions 
reductions during the proposed MRP term. 
 
FEI provided the following information on the CleanBC Industry Fund (CBCIF) in response to 
BCUC IR 72.2: 

The CBCIF is a component of the CleanBC Program for Industry. Industrial facilities 
emitting over 10,000 tonnes of CO2e are automatically included in the program. These 
facilities are eligible for the Industrial Incentive Program which rebates carbon tax 



Multi-Year Rate Plan for 2020 through 2024 BCUC IR No. 2 109 of 126 

payments above $30 per tonne to individual facilities provided they achieve a carbon 
intensity performance benchmark… Facilities in BC that meet or achieve the top 
performance benchmark will receive a full rebate of carbon taxes paid above $30 per 
tonne. For facilities that do not meet the performance benchmark they may receive a 
partial rebate. 

238.1 Please explain if FEI’s target for internal GHG emissions reductions is aligned with the targets 
established in the Government’s CleanBC Program for Industry. 

 As part of the above response, please provide a detailed comparison of the proposed 
GHG Emissions Reduction – Internal targeted incentive and the CBCIF. 

238.2 If the CleanBC Program for Industry’s target is higher, please explain why it would not be more 
appropriate for FEI to align its target with the CleanBC program’s target. 

238.3 Please explain why the Government’s identification of GHG emissions reductions as being a key 
goal is not adequate incentive for FEI to make extraordinary efforts to achieve GHG emissions 
reductions. 

 Reference: TARGETED INCENTIVES 
Exhibit B-1, pp. C-163–C-164 
Customer Engagement 

On page C-164 of the Application, FortisBC states: “In order to continue to increase adoption, FortisBC 
must continue to drive customer adoption of existing channels while also providing new and enhanced 
digital channel options.” 
 
239.1 Please explain in detail the ways in which FortisBC plans to increase customer adoption of 

existing channels. 

239.2 Please explain in detail the types of new and enhanced digital channel options which FortisBC 
intends to pursue and how it plans to go about identifying new and enhanced digital channel 
options. 

239.3 Please discuss in detail the implications for FEI and FBC ratepayers if FortisBC only pursued a 
“normal course of business” level of increased digital channel adoption as opposed to the 
extraordinary level of digital channel adoption considered necessary to achieve the proposed 
targeted incentives. 

 As part of the above response, please discuss in detail the risks to ratepayers if the 
Customer Engagement targets are not achieved. 

239.4 Please confirm, or explain otherwise, whether the need to develop new and enhanced digital 
options to respond to customer preferences is an issue facing most companies and is therefore 
not a challenge unique to FortisBC. 

  Reference: TARGETED INCENTIVES 
Exhibit B-1, pp. C-164–C-165  
Growth in Electric Vehicle (EV) Transportation 

On page C-165 of the Application, FortisBC states the following: 

On December 22, 2017, FBC applied for Approval of Rate Design and Rates for Electric 
Vehicle Direct Current Fast Charging (DCFC) Service. On January 12, 2018, FBC received 
approval of rates on an interim basis and the proceeding was adjourned until further 
notice as the BCUC established an inquiry to review the regulation of electric vehicle 
charging service in British Columbia (EV Charging Inquiry). 
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Since FBC’s role in supporting EV charging infrastructure in the province is among the 
issues that will be determined in the EV Charging Inquiry, FBC proposes to determine 
the appropriate targets following the conclusion of the Inquiry. 

On June 24, 2019, the BCUC issued the Phase Two Report on the EV Charging Inquiry. 
 
240.1 Please provide an update on FBC’s proposal for setting a targeted incentive related to growth in 

EV transportation in consideration of the BCUC’s issuance of the Phase Two Report on the EV 
Charging Inquiry. 

 As part of the above response, please clarify the timing and regulatory process 
proposed by FBC for reviewing its proposals for targets related to growth in EV 
transportation. 

 Reference: TARGETED INCENTIVES 
Exhibit B-1-1, Appendix C7, p. 8; Exhibit B-10, BCUC IR 102.1, 102.2; Exhibit A2-2, FBC 
2019/2020 Annual Electric Contracting Plan (AECP), Executive Summary  
Power Supply Incentive (PSI) 

On page 8 of Appendix C7 to the Application, FBC states the following: 

…the Eligible Mitigation Benefit will be calculated by comparing FBC’s actual PPE [Power 
Purchase Expense] to the calculated PPE under a passive strategy in which FBC did not 
engage in any active optimization activity, and solely relied on its firm contracted 
resources to meet load. FBC is not suggesting that the passive strategy is something that 
would occur in absence of the PSI; rather, FBC is using the calculated passive strategy 
PPE as a floor from which to calculate Eligible Mitigation Benefit. 

241.1 If the passive strategy is not something that would occur in the absence of the PSI, please 
explain why it would not be more reasonable to set a floor based on a baseline level of active 
optimization activity. For instance, if there are standard optimization activities that FBC 
performs each year, please explain why it would not be more appropriate to incorporate those 
activities into the floor from which to calculate the Eligible Mitigation Benefit. 

 Under a scenario where FBC was directed to incorporate a certain baseline level of 
mitigation activity into the floor, please provide a suggested amount and provide a 
detailed explanation for how this amount was determined. 

 
In response to BCUC IR 102.1.1, FBC provided the following table: 
 

 
 
241.2 Please confirm, or explain otherwise, that based on the results in the above table, if FBC had set 

the floor for calculating the Eligible Mitigation Benefit at the “planned mitigation” level, it would 
still have received a share of the PPE savings in 2017 and 2018. 
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In response to BCUC IR 102.1, FBC provided the following table detailing the historical actual PPE. 
 

 
 
In response to BCUC IR 102.2, FBC provided the following table showing the calculation of the Eligible 
Mitigation Benefit using the Actual 2018 PPE information: 
 

 
 

241.3 Please confirm, or explain otherwise, that the Actual Gross Load is the same in both the Actual 
2018 and the Passive 2018 column of the table in response to BCUC IR 102.2 and that the 
amount of the Actual Gross Load is 3,530 GWh, as shown in the table in response to BCUC IR 
102.1. 

 
In response to BCUC IR 102.2, FBC stated the following: 

In 2018, FBC was able to displace 515 GWh of PPA [Power Purchase Agreement] energy 
purchases with a combination of forward and spot market purchases. Forward market 
purchases can be done up to two years in advance, while spot market purchases are 
executed on a day-ahead or hourly basis. Displacing PPA energy purchases resulted in a 
cost savings of $10.762 million as shown in line 1 of Table 2. 

FBC was also able to displace 355 MW/months of PPA Capacity in 2018 as a result of 
forward and spot market purchases. This resulted in a cost savings of $6.298 million as 
shown in line 2 of Table 2. PPA capacity savings can be achieved in three ways: by 
reducing PPA capacity required for energy, reducing PPA capacity required for peak 
demand, and saving on the PPA capacity ratchet. 
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241.4 Please provide a detailed breakdown of the energy displacement and cost savings described in 
response to BCUC IR 102.2. As part of this response, please also include the following: 

• Actual BC Hydro PPA nomination for 2018. Please also confirm if FBC was required to pay 
any take-or-pay penalty under the BC Hydro PPA for 2018 and how the energy purchases 
and nomination under the PPA reconcile to the 515 GWh displacement calculated in the 
preamble above; 

• Detailed calculations, including all inputs and assumptions, for the energy displacement of 
515 GWh of PPA energy purchases; and 

• Detailed calculations, including all inputs and assumptions, for the cost savings of $10.762 
million. 

241.5 Please explain whether FBC was required to pay any take-or-pay penalty under the BC Hydro 
PPA for any years of the Current PBR Plan term. If yes, please provide the amount in each 
applicable year. 

 Under a scenario where FBC incurred a take-or-pay penalty under the BC Hydro PPA 
during the proposed MRP term, please explain if FBC would propose to include the 
penalty as an incremental cost in the calculation of the eligible mitigation benefit. If 
yes, please explain why such an approach would be appropriate. 

241.6 Please provide further details and supporting calculations for the PPA Capacity savings in 2018, 
including a breakdown of each of the three ways PPA Capacity savings was achieved for 2018. As 
part of this response, please provide complete details of how the 335 MW/month of PPA 
capacity displacement was calculated, along with all inputs and assumptions, to calculate the 
$6.298 million of savings. 

 
In response to BCUC IR 102.14, FBC stated the following: 

While the AECP outlines the annual plan, the PSI is expected to further align the interest 
of the Company and the customer by ensuring FBC is taking advantage of all the 
opportunities presented in the AECP, and spending sufficient resources to maximize 
performance in the area of power supply.   

In response to BCUC IR 102.15, FBC stated the following: 

FBC currently has employees allocated to power supply operations, which include the 
power supply optimization activities, and is funded through formula O&M. 

FortisBC has proposed that employee-related expenses will be funded through index-
based O&M, and will not form part of offsetting incremental costs in the Eligible 
Mitigation Benefit calculation. 

Further in response to BCUC IR 102.17, FBC stated the following: 

As stated in the response to BCUC IR 1.96.3, this is due to the lack of an incentive to 
undertake the extraordinary efforts and investment of resources required to achieve 
these outcomes and the resulting shift in focus to traditional incentives and service 
quality. 

241.7 Please clarify whether FBC is currently taking advantage of all the opportunities presented in its 
most recent AECP. 
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 If FBC is not currently taking advantage of all of the opportunities presented in the 
AECP, please explain why not, with reference to each applicable opportunity. 

241.8 Please provide a breakdown and description of all the costs of resources, including power 
purchase management expenses, incremental planning reserve margin, if any, and all related 
costs allocated for power supply operations, incurred in each year of the Current PBR Plan term. 
Please also explain where each of the identified costs are recorded (e.g. formula O&M, PPE, etc.) 

241.9 In the event that FBC incurs additional costs, such as increased labour costs, in its efforts to 
achieve the proposed PSI target during the proposed MRP term, please explain where these 
costs would be recorded. 

 
On page 3 of the non-confidential Executive Summary of FBC’s 2019/20 AECP, FBC stated the following: 

On January 28, 2019 Fortis Inc. entered into an agreement with Columbia Power 
Corporation (CPC) and Columbia Basin Trust (CBT) to sell its 51 percent interest in the 
Waneta Expansion project (WAX). The sale is expected to close within 90 days following 
satisfaction of closing conditions. As a result of the sale, the Waneta Expansion Capacity 
Purchase Agreement (WAX CAPA) will be assigned to the acquiring entity and there will 
be no changes to FBC’s energy portfolio. 

In response to BCUC IR 102.1.1, FBC stated: “Next, FBC also can maximize the value of WAX capacity by 
way of its day-ahead sales of capacity under the CEPSA agreement.” 
 
241.10 Please clarify whether FBC has any ownership interest in the Waneta Expansion project after the 

transaction described on page 3 of the non-confidential Executive Summary of FBC’s 2019/20 
AECP. 

241.11 Please also clarify whether, after the above-mentioned transaction, FBC would continue to own 
the capacity entitlements under the WAX CAPA. 

 If no, please further explain FBC’s plan to maximize the value of WAX capacity, as 
stated in FBC’s response to BCUC IR 102.1.1. 

 
J. POLICIES AND SUPPORTING STUDIES 

 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 108.1 
Account 449.00 – LNG Plant – Other Equipment 

In response to BCUC IR 108.1, FortisBC stated the following: 

While FortisBC considers the statistically indicated average service life as a strong 
indicator of the depreciation curve to apply, it does take into account other qualitative 
factors such as those mentioned in the interview notes. In addition, FortisBC considered 
that an estimated 27 year life was used for the past three depreciation studies (2009, 
2014 and 2017). The depreciation rate for the account 449.00 has declined from 4.24 
percent (2009) to 3.83 percent (2014) to 2.77 (2017) as a result of trueing up the “Book 
depreciation reserve” and to ensure proper future recovery of the remaining investment 
into this account. 

242.1 Please confirm, or explain otherwise, whether the decline in the depreciation rate resulting from 
the trueing up of the “Book depreciation reserve” is due to higher depreciation collected than 
previous depreciation studies indicated. 
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 If confirmed, please explain if using the statistically indicated average service life of 33 
years in the last three depreciation studies would have resulted in a smaller true-up to 
the book depreciation reserve. Please also explain why a service life of 27 years is still 
a good representation of the average service life, if 33 years would have resulted in a 
smaller true-up to the book depreciation reserve. 

 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 115.1 
Account 46400 – Other Structures 

In response to BCUC IR 115.1, FortisBC stated the following:  

Account 464-00 has only experienced $38 thousand of retirement activity, resulting in 
approximately 97 percent still surviving at the oldest vintage. It is expected that the 
Residual Measure would not be accurate at this stage as more retirement history is 
needed before the retirement rate analysis for this account is considered relevant. 
Further, the majority of the investment in this account, $6.3M of the $6.8M total 
investment, has been installed since the year 2000…. 

Based on the above, Concentric did not place any material weight on the curve fitting 
procedure for this account. Instead, Concentric relied on industry knowledge, 
discussions with FEI management, and peer comparisons to select the Iowa 30-R4. 

243.1 Please further explain why it is reasonable to use an Iowa 30-R4 curve, given that 97 percent is 
still surviving at the oldest vintage. Please also explain why it would not be more appropriate to 
select an Iowa curve with a longer average service life. 

243.2 Please provide a more detailed description of Concentric’s discussions with FEI management 
which contributed to Concentric’s selection of the Iowa 30-R4 curve. Please provide supporting 
documentation of these discussions, if available. 

243.3 Please provide the peer comparisons Concentric used and explain how Concentric used these 
peer comparisons to select an Iowa 30-R4 curve. 

 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 117.2, 117.3 
Account 47720 - Telemetry 

In response to BCUC IR 117.1, FortisBC stated the following: 

Because this account has both buildings, with long lives, and technology assets, which 
are short lived, the average service life is expected to have a low-moded curve.  

…The original survivor curve, as plotted on page 6-78, shows a steady rate of retirement 
throughout the early life of this account indicating the need for a low moded curve. The 
previous estimate for this account was the Iowa 16-L1 which provides a poor fit to the 
historical data with a residual measure of 2.9050. Comments from operations and 
management suggest that there may be service life decreases in some assets in the 
future, however given the mix of assets in this account, it is not prudent to reduce the 
average service life at this time. As such, Concentric recommends the Iowa 20-R3 curve, 
with a residual measure of 2.6581, based on comments from operations and 
management staff, along with industry knowledge. 
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244.1 Please also explain further why FortisBC does not believe an Iowa curve with a longer average 
service life would not be more appropriate, given that 77 percent of assets are still surviving at 
age 20.5 years. What kind of weighting has FortisBC or Concentric placed on the long-lived 
assets in this account versus the short-lived assets? Please discuss. 

244.2 Please provide copies of discussions with FortisBC operations and management staff, if 
available, and indicate how these discussions contributed to the selection of an Iowa 20-R3 
curve. 

244.3 Please provide the peer comparisons Concentric used and explain how Concentric used these 
peer comparisons to select an Iowa 20-R3 curve. 

 
In response to BCUC IR 117.2, Concentric stated the following: 

Shown in the table below are three additional curves (Iowa 16-L1, 18-R3 and 19-R3), all 
of them having a residual measure higher than 2.6581, that Concentric considered 
before recommending the Iowa 20-R3 curve. 

244.4 Did Concentric consider any curves with average service lives greater than 20 years? 

 If yes, please provide analysis similar to analysis given in the response to BCUC IR 
117.2. 

 If not, please explain why curves with average service lives greater than 20 years were 
not considered, considering there are over 77 percent of assets still surviving at the 
age 20.5 years. 

 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 120.2 
Account 334.00 – Generation Plant – Accessory Electrical Equipment 

In response to BCUC IR 120.2, Concentric provided interview notes which stated the following: 

The control equipment that makes up part of this account has been mostly switched to 
digital technology, which although provides better for better condition assessments, has 
a trade-off with lower service lives than older generation mechanical equipment. We 
are consequently evaluating whether a 50-R1.5 curve is more representative of the rate 
of depreciation in this account. In this case, we are not as concerned with trying to 
reduce the residual measure since that curve will fit the retirement of older technology 
which has largely been retired. A 40-year life with slightly higher mode (R2.5) would 
reflect the average shorter life because of the newer digital equipment. 

Concentric then adds: 

The discussion with FBC Operations noted that newer technology is preferred to the 
older mechanical equipment, however it has a lower average life as a trade-off and as a 
result of the components in this class of equipment, the old 50-R1.5 curve was no longer 
representative of the average service lives and instead the Iowa 40-R2.5 curve is 
recommended as a better fit. 

245.1 Please explain in further detail how Concentric determined that a 40-year average life is a more 
appropriate choice over using an average life of less than 40 years, given the switch to digital 
equipment. Were any lives shorter than 40 years considered?  
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245.2 Please provide the peer comparisons Concentric used and explain how Concentric used these 
peer comparisons to select an Iowa 40-R2.5 curve. 

 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 124.1, 124.1.2, 124.2 
Net Salvage 

In response to BCUC IR 124.1.2, FortisBC stated the following: 

The type of activities that are included in removal costs are those required to dispose of 
and remove the existing asset from the construction site. This may include expenditures 
for labour, material, and contract services required to demolish, dismantle, tear down, 
dispose of or otherwise remove the plant from service. 

In response to BCUC IR 124.1, FortisBC stated the following: 

To expand on the comments above, FEI removes assets when they are in the way of 
other work being undertaken. For example, if a valve needs to be replaced because it no 
longer performs satisfactorily, it will have to be removed prior to installing a new valve 
as it would obstruct the space required to install the new valve. If a station requires 
piping or equipment upgrading due to insufficient capacity, the existing piping or 
equipment will have to be removed prior to installing the new piping or equipment, 
again, because the existing piping or equipment is an obstruction. Short sections of 
buried pipe are often replaced due to the replacement pipe being installed. Thus, 
generally, if there is a replacement of an existing asset, such as a valve, equipment or a 
short section of pipe, then the existing asset will need to be removed in order to allow 
the new asset to be installed. 

246.1 Please explain how FEI distinguishes between those costs relating to removals, versus those 
costs relating to installation of the new assets, in the cases where removals are driven by the 
replacement of an existing asset. 

 Please discuss, in detail, FEI’s view on whether these removal costs, when driven by 
the replacement of an existing asset, should be considered a capital cost of installing 
the new asset. 

 
In response to BCUC IR 124.2, FortisBC stated the following: 
 

The main factors for the increase in the net salvage provision are the continuous need for 
ongoing retirements or replacement of the gas system, the continual increase in actual removal 
costs, inflation, and net salvage studies indicating that higher net salvage percentages are 
required in order to offset the cost incurred due to an increase in asset removal activities as 
compared to actual retirements. 
 

246.2 Please explain how FEI distinguishes between those costs relating to removals, versus those 
costs relating to installation of the new assets, in the cases where removals are driven by the 
replacement of an existing asset. 

246.3 What proportion of removal costs are internal costs versus external contractor costs? 

 Please explain in detail how FEI chooses contractors for removal projects. Is it done 
through a bid process, previously used contractors, or other methods? 

 How does FEI manage external contractor costs to ensure these costs are reasonable? 
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 Reference: DEPRECIATION STUDY 
Exhibit B-10, BCUC IR 127.2 
Net Salvage Change for Account 473.00 - Services 

In response to BCUC IR 127.2, Concentric stated the following: 

No specific calculation was performed. As stated on page 3-9 of the FEI 2017 
Depreciation Study and quoted above, the Summary of Book Salvage, shown on page 7-
15, indicates progressive increases in the historical net salvage. With the total historical 
net salvage being negative 119 percent, Concentric views that negative 100 percent 
would be a reasonable expectation. However Concentric has recommended a more 
conservative move to a negative 70 percent until future studies continue to indicate a 
need for a larger increase. 

247.1 Please clarify if “no specific calculation was performed” is the case for all FEI and FBC accounts 
where Concentric has recommended salvage changes. If no, please list the accounts where a 
specific calculation was performed, and provide the detailed calculation used to arrive at the 
recommended salvage rate. 

247.2 Please explain why Concentric considers that negative 100 percent would be a reasonable 
expectation, if no specific calculation was performed. Please provide a detailed explanation for 
the appropriateness this percentage. 

247.3 Please explain how Concentric determined that negative 70 percent was appropriate when no 
specific calculation was performed, and why this is more appropriate than any other percentage 
below or above 70 percent. 

247.4 Please explain why Concentric considers that its use of judgement and historical values to 
determine recommended salvage rates will accurately reflect future salvage requirements. As 
part of this response, please discuss any other methods used in other jurisdictions to determine 
future salvage requirements, and the merits and downsides of those methods. 

 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL 
Exhibit B-10, BCUC IR 132.3 
Management Review of FEI and FBC 2018 Lead-Lag Studies 

In response to BCUC IR 132.3, FortisBC stated that internal management reviewed the FEI and FBC 2018 
lead-lag studies based on their understanding of FortisBC’s operations and regulatory practices. 
 
248.1 Please provide details of the internal management involved in the review of the FEI and FBC 

2018 lead-lag studies (e.g. department, roles, number of individuals).  Please provide separate 
responses for FEI and FBC, if needed.  

248.2 Please provide the steps internal management took to perform its “review” and conclude on the 
reasonableness of the FEI and FBC 2018 lead-lag studies. Please provide separate responses for 
FEI and FBC, if needed.  

 
In response to BCUC IR 132.3, FortisBC also provided a list of eight KPMG findings as it relates to the 
KPMG’s review of the FEI 2009 lead-lag study. BCUC Staff understand that this list was provided as 
FortisBC states:  

There was no review of FEI and FBC 2018 Lead-Lag Studies by an external consultant. 
However, the incremental external review and associated costs to be incurred were not  
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necessary as FortisBC used the same model and methodology consistent with the one 
established as part of the Terasen Gas Inc 2010-2011 Revenue Requirement Application. 
That 2009 Lead-Lag study was reviewed independently by KPMG and approved by the 
BCUC. With a previously established lead-lag model and no proposed change in 
methodology, the update to the lead lag study essentially required updating the model 
with more recent financial data and transactions derived from FortisBC’s SAP system. 

248.3 Please discuss internal management’s findings, specifically as it relates to each of the eight 
KPMG findings from KPMG’s review of the FEI 2009 lead-lag study, identifying the findings which 
management found: (i) remains appropriate, (ii) is no longer applicable, or (iii) requires update, 
with explanations. Given that KPMG’s review in 2009 was for an FEI lead-lag study, please 
provide separate responses for FEI and FBC. 

248.4 Please provide the cost and time associated with an external review of a lead-lag study, 
including the actual cost/time incurred in 2009 in current dollars and the expected cost/time if 
the FEI and FBC 2018 lead-lag studies were to be externally reviewed.  

 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL 
Exhibit B-10, BCUC IR 133.1, 133.2, 133.3; Exhibit B-5, BCOAPO IR 99.1; Exhibit B-1-1, 
Appendix D3-1, p. 6; Exhibit B-1-3, p. D-33; Exhibit B-3, Slide 39 
FEI 2018 Lead-Lag Study 

In response to BCUC IR 133.1, FortisBC stated that the change in revenue lag days from the FEI 2009 
lead-lag study is primarily associated with updating the results in collection lag for Residential and 
Industrial customer classes.  
 
BCUC Staff note that revenue lags days for “Bypass and Special Rates” changed from 45.9 days in the FEI 
2009 lead-lag study to 37.6 days in the FEI 2018 lead-lag study, which is also a significant charge.  

 
249.1 Please explain why revenue lag days for “Bypass and Special Rates” decreased from 45.9 days in 

the FEI 2009 lead-lag study to 37.6 days in the FEI 2018 lead-lag study. Please reference the 
three time frames assessed (i.e. service lag, billing lag and collection lag) in calculating the sales 
revenue lag days as part of the response.   

 
In response to BCUC IR 133.2, FortisBC provided actual Late Payment Charge data for 2018, showing that 
the 2018 weighted Collection Lag was 51.2 days. The 2018 weighted Collection Lag is greater than the 
Collection Lag used in the 2018 lead-lag study, however, FortisBC states “due to the relatively small 
weighting of Late Payment Charges in FEI’s overall cash working capital calculation, FEI has not revised 
its proposals.” 
 
249.2 Given that revenue lag days are calculated using 2017 actual data in the FEI 2018 lead-lag 

study,10 please provide a summary of the actual Late Payment Charge data for 2017 and the 
2017 weighted Collection Lag. 

 Does FortisBC consider that the Collection Lag used in the 2018 lead-lag study should 
be updated based on the 2017 weighted Collection Lag? Please explain why or why 
not. 

 Please provide the impact on FEI’s overall cash working capital calculation if it were to 
revise the Collection Lag used in the 2018 lead-lag study based on the 2017 weighted 
Collection Lag. 

                                                           
10 Exhibit B-1-1, Appendix D3-1, p. 2. 
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On page 6 of Appendix D3-1, FortisBC defines the Service Lag as “the time from the deemed average 
receipt date of service to the average meter reading date” and the Billing Lag is “the time from the 
average meter reading date to the average date the customer is billed.” 
 
In response to BCUC IR 133.3, FortisBC stated the following:  

… the main driver of the increase in Late Payment Charge lag in the updated Lead-Lag 
Study is the billing lag, which is partly offset by the removal of the Service Lag… In the 
FEI 20019 Lead-Lag Study, the approach assumed the lags associated with Late Payment 
Charges would be similar to the lag seen across all tariff revenue classes, which assigned 
a lag to the Service. The Service Lag has been removed (now zero) in the FEI 2018 Lead-
Lag Study. 

In response to BCOAPO IR 99.1, FortisBC stated: “While the determination of Late Payment charges 
involves an interest rate, Late Payment Charges are more appropriately considered a revenue stream 
pursuant to the applicable rate schedule under the current FBC Tariff, as well as under US GAAP.” 

 
249.3 Please provide the rationale for why removing the Service Lag for Late Payment Charges (and 

replacing it with a Billing Lag) is appropriate given that the Late Payment Charge is considered a 
revenue stream related to a service. Alternatively, would putting a Service Lag back into Late 
Payment Charges be appropriate? Please explain why or why. 

 If including a Service Lag would be appropriate, please provide the number of lag days 
that could be used with supporting rationale and the impact on the net lead-lag days 
and cash working capital for FEI. 

 
In FortisBC’s Errata filing (Exhibit B-1-3), FortisBC provided a revised page D-33 of the Application. In the 
revised page, FortisBC states:  

• When applied to the 2019 approved data, the 2018 Lead-Lag Study results in a 
net lag of 5.8 days. This compares to a net lag of 6.2 days, as shown in the FEI 
Annual Review of 2019 Delivery Rates – Compliance Filing… 

• When applied to the forecasted revenues and operating expense for 2019, this 
change in net days would have resulted in a decrease of approximately $1.1 
million in cash working capital… [Emphasis Added] 

In the Workshop Presentation (Exhibit B-3), FortisBC provided the following slide showing the revenue 
requirement impact of a change in net lead/lag days for cash working capital for FEI and FBC:   

 

249.4 Please provide the calculation of the revenue requirement impact of a decrease in cash working 
capital of $1.1 million (based on a proposed net lag of 5.8 days, instead of 5.5 days) for FEI in 
dollar and percentage point terms for 2020. 
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 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL 
Exhibit B-10, BCUC IR 133.4, 134.7; Exhibit B-3, Slide 39 
FBC 2018 Lead-Lag Study 

In the Workshop Presentation (Exhibit B-3), FortisBC provided the following slide showing the revenue 
requirement impact of a change in net lead/lag days for cash working capital for FEI and FBC:   

 

250.1 Please provide the calculation of the revenue requirement impact of +$0.1 million for FBC (as 
shown in the table above) and also provide the impact in percentage point terms for 2020. 

 
In response to BCUC IR 134.7 for FBC, FortisBC stated the following:  

Payroll & Benefits increased by 8.5 days – the Payroll data in the FBC 2018 Lead-Lag 
Study was broken down between salaried and hourly payroll categories which gave rise 
to a different overall payment lead. Benefits data was also updated in the FBC 2018 
Lead-Lag Study to reflect the actual payment terms and frequency for each benefit 
category. Both of these categories used high-level assumptions in the previously 
approved method. 

In response to BCUC IR 133.4 for FEI, FortisBC stated the following:  

Payroll & Benefits increased the total expense lead by 11.2 days, primarily due to the 
2018 study recognizing the service lead for incentive pay. This service lead is the result 
of employees providing service to FEI throughout the year while the related incentive is 
not paid unit the following year. The previous study did not account for this service lead. 

250.2 Please elaborate on each of the reasons provided for FBC for the increase in total Payroll & 
Benefits expense lead by 8.5 days (e.g. how/why breaking out salaried and hourly payroll 
categories gave rise to a different overall payment lead) and separately provide the impact of 
each reason.  

 Please clarify whether the reason for the increase in Payroll & Benefits expense lead 
for FEI is also applicable to FBC. Please explain why or why not.  

 Reference: SHARED SERVICES STUDY 
Exhibit B-1, p. D-38 
Cost Driver Approach 

On page D-38 of the Application, FortisBC states: “A Cost Driver Approach would require minimal 
timesheets/journal entries to be processed, and the cost drivers would require only annual updating 
with a broader review of the shared services model on a longer-term basis.” 
 
251.1 Please explain what is meant by “annual updating” as described in the preamble above. What 

steps will FortisBC take with a “broader review of the shared services model”? 
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251.2 In the event that changes to the cost drivers may be required during the Proposed MRP term, 
please clarify whether FortisBC will seek the BCUC’s approval to make these changes and the 
expected regulatory review process, if any.  

 Reference: SHARED SERVICES STUDY 
Exhibit B-10, BCUC IR 135.2, Exhibit B-1-3 
2018 Actual O&M Shared Services – Cost Driver Approach vs. Timesheet Approach 

In response to BCUC IR 135.2, FortisBC noted in preparing the response that the total provided for 2018 
actual O&M for FEI was misstated in the Application. FortisBC states that FEI actual O&M after cross 
charges should be referenced as $271,551 thousand instead of $276,511 thousand, and FEI actual O&M 
before cross charges should be referenced as $270,169 thousand instead of $275,129 thousand.  
 
As a result, FortisBC filed the following corrected tables as part of an Errata filing (Exhibit B-1-3):  

 

 

252.1 Given that FEI actual O&M before cross charges was misstated, please confirm that the amounts 
in column 2 (O&M Actual Cost Driver Approach) in Table D4-3 should have also been corrected, 
as follows (BCUC Staff corrected amounts are in red font):  

(millions) 

O&M Actual 
Timesheet  
Approach 

O&M 
Actual 

Cost Driver 
Approach 

Allocations  
as per  

Timesheet 
Approach 

Allocations 
as per Cost 

Driver 
Based 

Difference in 
Approaches 

FEI 271.55 271.21 1.38 1.04 0.34 
FBC 57.36 57.70 -1.38 -1.04 -0.34 
Total 328.91 328.91 0.00 0.00 0.00 

 
 If not confirmed, please explain why total O&M actual using the Cost Driver approach 

($333.87 million) is higher than total O&M actual using the Timesheet approach 
($328.91 million) given that the difference in allocations between the two approaches 
is only $0.34 million.  
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 Reference: SHARED SERVICES STUDY 
Exhibit B-10, BCUC IR 135.2; Exhibit B-5, BCOAPO IR 101.1; Exhibit B-1, p. D-39 
Exhibit B-1-1, Appendix D-4, p. 11 
2013-2017 Actual O&M Shared Services – Cost Driver Approach vs. Timesheet 
Approach 

In response to BCOAPO IR 101.1, FortisBC stated the following: 

As indicated by results in the study based on 2018 actuals, the Cost Driver approach 
generates similar results as the Timesheet approach, suggesting both are “accurate”. 

FortisBC is recommending the adoption of the Cost Driver approach as it is simpler to 
understand, easier to administer and more efficient and more stable over time, while 
providing an allocation methodology that reasonably represents the sharing of services. 

In response to BCUC IR 135.2, FortisBC provided the following table showing the approximations of 
allocations using the Timesheet Approach compared to the proposed Cost Driver Approach, based on 
the actual labour cross charges observed from 2013-2017:  

 

253.1 Please confirm that the amounts provided in the table above are in thousands of dollars (‘000’s) 
and not millions of dollars as indicated in the table. 

253.2 Please explain why there is a gradually decreasing trend in the “Differences in Approaches” from 
2013 to 2018, where the “Differences in Approaches” is either $4.866 million or $4,866 million 
(depending on the IR response above) for 2013 and $0.34 million for 2018.  

253.3 Given the magnitude of the “Differences in Approach” from 2013 to 2017, please explain why 
FortisBC considers the Cost Driver Approach, as proposed, is appropriate. Please include 
FortisBC’s rationale for comparing the Cost Driver Approach results to the Timesheet Approach 
results for 2018 actuals only in the Application.    
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Table D4-2 on page D-39 of the Application shows that the proposed cost driver for “Fleet Services” and 
“Regulatory” department/functions is “Time Estimates.” To the extent that there are shared costs to be 
allocated, Table A:D4-4 on page 11 of Appendix D-4 shows that the proposed cost driver for “Legal”, 
“Risk Management” and “Operations” department/functions is also “Time Estimates.” 
 
253.4 Please explain how the “Time Estimates” cost driver will be tracked and set (e.g. will FortisBC 

continue to use manual timesheets in these departments/functions to determine the allocation 
split between FEI and FBC, survey departments weekly/monthly/quarterly/annual, or use other 
methods?) 

 
In response to BCUC IR 137.1, FortisBC provided tables showing the calculation of allocated shared costs 
for 2013 to 2017 using the Cost Driver Approach by department.  

253.5 Please explain the fluctuations in the split between FEI and FBC in the “Time Estimates” cost 
driver from 2013 to 2017.  

 Does FortisBC consider that the split between FEI and FBC the “Times Estimates” will 
be variable over the term of the Proposed MRP? Please explain why or why not.  

253.6 Given the historical information provided in responses to BCUC IR 135.2 and 137.1, please 
explain why FortisBC considers that the Cost Driver Approach will be “more stable over time.” 

 Reference: SHARED SERVICES STUDY 
Exhibit B-1, p. D-40 
Revenue Requirement Impact 

On page D-40 of the Application, FortisBC states the following:  

…as part of the transition to a Cost Driver Approach in this Proposed MRP, an 
adjustment is required to the Base O&M of FEI and FBC to recognize the difference in 
the overall allocation from the current Timesheet Approach to the Cost Driver 
Approach. Based on the 2018 actual O&M expenditures, the adjustment required would 
be an increase to FBC’s Base O&M of $0.338 million with an equivalent offsetting 
reduction to FEI’s Base O&M of $0.338 million. 

254.1 Please provide the revenue requirement impact of transitioning to a Cost Driver Approach for 
shared services in percentage point terms for 2020.  

 Reference: CORPORATE SERVICES STUDY 
Exhibit B-10, BCUC IR 139.1.2, 139.3.1 
Comparison of Corporate Services Costs  

In response to BCUC IR 139.1.2, FortisBC stated that historical comparison (2014-2018) of the total 
Actual corporate services charged directly by FI and FHI to FBC and the corporate services costs 
allocated to FBC using the proposed cost sharing methodology is not a meaningful comparison, and 
provides reasons.  
 
FortisBC further stated: “Rather the expected impact of the proposed methodology is outlined in the 
revised Table C2-14 included in response to BCUC IR 1.34.1. Similarly, the overall impact for 2020 is 
expected to be approximately $383 thousand, as shown in Table D5-4 of the Application.” 
 
In response to BCUC IR 139.3.1, FortisBC stated the same for FEI, except that the revised table in 
response to BCUC IR 1.34.1 is Table C2-1 and the overall impact for 2020 is expected to be 
approximately $122 thousand, as shown in Table D5-4 of the Application.  
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FortisBC also stated in BCUC IR 139.3.1: “The FortisBC Utilities have recommended the proposed 
methodology due to the integration that exists between FEI and FBC at the end of the Current PBR Plan 
term that did not exist to the same degree at the beginning in 2014.” 
 
255.1 Please provide FortisBC’s rationale for why comparing the expected impact of the proposed 

corporate services cost allocation methodology against the current methodology is meaningful 
for 2019 and 2020. Is it because FortisBC considers that O&M shared services between FEI and 
FBC have “stabilized”?11 

 Please explain why the expected overall impact for 2019 and 2020 is meaningful to 
considering the proposed cost sharing methodology for the MRP term (2020-2024).  

255.2 Please provide the 2020 revenue requirement impact of changing to the proposed cost sharing 
methodology for corporate services costs in percentage point terms for FEI and FBC, 
respectively. 

 Reference: CAPITALIZED OVERHEAD STUDY 
Exhibit B-10, BCUC IR 149.1.1 
Survey-based Approach – Pros and Cons 

In response to BCUC IR 149.1.1, FortisBC stated that one of the “Cons” of the survey-based approach is 
“Potential for biased responses – Respondents may have biases to the survey questions.” 
 
256.1 Please explain what the potential biases that respondents may have are and the potential 

motivations for these biases (e.g. to meet individual or corporate performance targets, to 
maintain or increase a departmental budget, etc.) 

256.2 Please describe the mitigating actions taken by FortisBC in consideration of the potential for 
biased responses.  

 Reference: CAPITALIZED OVERHEAD STUDY 
Exhibit B-10, BCUC IR 149.3; Exhibit B-1, Section B2.4 
External Survey 

In response to BCUC IR 149.3, FortisBC stated the following: 

Since 2013, fewer utilities in Canada and the United States have publicly filed capitalized 
overhead studies. It is understood that there are more instances where utilities are 
internally updating capitalized overhead studies and implementing the results as part of 
their multi-year revenue requirements applications, rather than publicly filing studies 
and explicitly requesting approval for a rate… As such, both KPMG and FortisBC had 
difficultly locating the required information and an external survey of other utilities 
across the US and Canada was not included as part of the 2018 FEI and FBC Capitalized 
Overhead Studies (2018 Studies). 

In Section B2.4 of the Application, FortisBC explains that Concentric was selected as the consultant to 
prepare a separate benchmarking study for each of FEI and FBC.  
 
257.1 To the extent possible, please provide the overhead capitalization methodology and rate for 

each utility identified in the Canadian peer group for FEI and FBC, respectively, in the Concentric 
benchmarking studies. 

                                                           
11 Exhibit B-10, BCUC IR 136.1. 
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 Please discuss and explain which of these capitalized overhead methodologies and 
rates FortisBC would consider to be indicators of the appropriate rate to be 
implemented for FEI or FBC. 

 Reference: CAPITALIZED OVERHEAD STUDY 
Exhibit B-10, BCUC IR 150.2, 153.2  
Nature of Capital-related O&M Costs (FEI and FBC) 

In response to BCUC IR 150.2 and 153.2, FortisBC explained the nature of capital-related costs in the FEI 
and FBC O&M by department. As part of that response, FortisBC stated: “included in operations O&M 
are operations support representatives, dispatch coordinators and field operations assistants who 
support and enable the capital activities performed by the group.” 
 
258.1 Please elaborate and provide examples of the type of work which Operations O&M undertakes 

to “support and enable” capital activities performed by the Operations group. 

 
FortisBC also stated: “Energy Supply and Resource Development involve future energy resource 
planning, which requires coordination with capital project planning.” 
 
258.2 Please explain why FortisBC considers “coordination with capital project planning” a capital-

related activity given that the coordination is required for future energy resource planning, 
which is not a capital activity. 

  Reference: CAPITALIZED OVERHEAD STUDY 
Exhibit B-10, BCUC IR 150.3, 150.3.1, 150.8; Exhibit B-1-1, Appendix D6-1, p. 15 
FEI Capitalized Overhead Study Results  

BCUC Staff prepared the following table showing the change in the capitalization rate for the FEI 
departments from the 2013 FEI Capitalized Overhead Study to the 2018 FEI Capitalized Overhead Study:  
 

 
 
In response to BCUC IR 150.3.1, FortisBC provided explanations for significant changes in capital-related 
activity, based on dollar value, by department. 
 
259.1 Please confirm, or correct otherwise, that the table prepared above by BCUC Staff is correct. 

259.2 Please provide explanations for each change in the capitalization rate by department greater 
than +/- 3 percent between the 2013 FEI Capitalized Overhead Study and the 2018 FEI 
Capitalized Overhead Study, including how the nature of each department’s indirect capital-
related work has changed since 2013 and why.  
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 Reference: CAPITALIZED OVERHEAD STUDY 
Exhibit B-10, BCUC IR 153.3, 153.3.1; Exhibit B-1-1, Appendix D6-2, p. 18 
FBC Capitalized Overhead Study Results  

BCUC Staff prepared the following table showing the change in the capitalization rate for the FBC 
departments from the 2013 FBC Capitalized Overhead Study to the 2018 FBC Capitalized Overhead 
Study:  
 

 
 

In response to BCUC IR 153.3.1, FortisBC noted that there were no significant increases or decrease in 
total O&M or capital-related activity, based on dollar value, by department. 
 
260.1 Please confirm, or correct otherwise, that the table prepared above by BCUC staff is correct. 

260.2 Please provide explanations for each change in the capitalization rate by department greater 
than +/- 3 percent between the 2013 FBC Capitalized Overhead Study and the 2018 FBC 
Capitalized Overhead Study, including how the nature of each department’s indirect capital-
related work has changed since 2013 and why.  
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	154.0 Reference: EVOLVING OPERATING ENVIRONMENT Exhibit B-10, BCUC IR 1.1 Customer Expectations
	154.1 Please indicate which service providers FortisBC is referring to in its response to BCUC IR 1.1 and the types of activities being undertaken by these service providers which FortisBC is aiming to keep pace with. Please clearly indicate if the se...
	154.1.1 As part of the above response, please indicate if in the above-mentioned preamble “FortisBC’s energy solutions and services” is intended to refer to FortisBC Energy Inc. (FEI), FortisBC Inc. (FBC) or both. Please also describe the specific ene...


	155.0 Reference: STAKEHOLDER ENGAGEMENT Exhibit B-10, BCUC IR 3.4 Discussions with Stakeholders
	155.1 Please explain in detail the topics discussed with: (i) the Ministry of Energy, Mines and Petroleum Resources; and (ii) the BC Business Council.
	155.2 Please provide any feedback given on the Multi-year Rate Plans (MRPs) by each of the Ministry of Energy, Mines and Petroleum Resources and the BC Business Council and explain whether this feedback was incorporated into the MRP application propos...
	155.2.1 As part of the above response, please specifically explain whether the Ministry of Energy, Mines and Petroleum Resources provided any feedback on the proposed Innovation Fund or on the proposed Targeted Incentives.



	B. EVALUATION OF THE CURRENT PBR PLANS
	156.0 Reference: EVALUATION OF THE CURRENT PBR PLANS Exhibit B-10, BCUC IR 6.3 Decoupling of Revenues and Costs
	156.1 Please fully explain the statement in the above preamble that the incentives are “derived from the decoupling between revenues and costs during the Plans’ terms.” Please specifically refer to the design of FEI and FBC’s Current Performance Based...
	156.2 Please explain if the decoupling described in the above preamble was also experienced by each of FEI and FBC under the cost of service rate-setting approaches in place prior to the Current PBR Plans due to the approved use of the Rate Stabilizat...

	157.0 Reference: EVALUATION OF THE CURRENT PBR PLANS Exhibit B-10, BCUC IR 7.1 Compugen Contract Renewal
	157.1 If the new contract with Compugen has now been completed, please provide a comparison of the costs under the new contract to the costs under the existing contract and highlight any differences.

	158.0 Reference: EVALUATION OF THE CURRENT PBR PLANS Exhibit B-10, BCUC IR 8.1, 8.8; Exhibit B-7, Commercial Energy Consumers Association of BC (CEC) IR 11.1, Exhibit B-1, p. B-34; Exhibit B-1-1, Appendix B8-1, p. 6  FEI Growth Capital
	158.1 Excluding the year 2014 in the table provided in response to CEC IR 11.1, which includes FortisBC Energy (Vancouver Island) Inc. (FEVI) and FortisBC Energy (Whistler) Inc. (FEW) amalgamated costs, please explain why years’ 2015 through 2018 in t...
	158.2 Please provide an additional scenario in the same format as was provided in response to BCUC IR 8.1 to show the annual formula amount which would have been provided if actual customer additions had been used instead of service line additions (bu...
	158.3 Please provide an additional scenario in the same format as was provided in response to BCUC IR 8.1 to show the annual formula amount which would have been provided if the Growth Capital proposals included in the Application were applied during ...
	158.4 Please explain why FEI included the Pension and OPEB adjustments in Table A:B8-1-3 of Appendix B8-1 for New Customer Mains. Please also provide a revised Table A:B8-1-3 which excludes Pension and OPEB adjustments.
	158.5 Please clarify if Table B2-4 on page B-34 of the Application includes Pension and OPEB adjustments.

	159.0 Reference: EVALUATION OF THE CURRENT PBR PLANS Exhibit B-10, BCUC IR 8.1, 9.1 FEI Sustainment/Other Capital Correlation Analysis
	159.1 Please discuss whether, based on Figure 1, the correlation between 2019 projected new attachments and formula-driven Sustainment/Other Capital is trending more closely than the correlation between 2019 projected new attachments and actual/projec...
	159.1.1 Please discuss the likely reasons for the projected trends in 2019.

	159.2 Please provide the same analysis for FEI’s Sustainment/Other Capital using the applicable growth factor (i.e. average number of customers) and using actual average number of customers instead of forecast, similar to the response to BCUC IR 8.1.

	160.0 Reference: EVALUATION OF THE CURRENT PBR PLAN Exhibit B-10, BCUC IR 8.1, 10.1, 10.2, 10.4; Exhibit B-1 , p. B-37 FBC Regular Capital
	160.1 Please provide the same analysis for FBC’s total formula capital (i.e. the combined Growth/Sustainment/Other Capital) using the applicable growth factor for FBC (i.e. average number of customers) and using actual average number of customers inst...
	160.2 Please provide an additional scenario for FBC in the same format as was provided in response to BCUC IR 8.1 to show the annual formula amount which would have been provided under the following assumptions: 0% X-Factor, 100% growth factor, actual...
	160.3 Please explain how FBC is able to determine the amount that “system improvements to accommodate growth” contributed to the capital spending pressures given FBC’s statements in response to BCUC IR 10.1 that it does not have disaggregated informat...
	160.4 Please clarify FBC’s statements regarding the over-spending of “system improvements to accommodate growth” given the table provided in response to BCUC IR 10.1 which shows that actual Growth Capital was lower than formula Growth Capital in four ...


	C. PROPOSED RATE PLANS
	161.0 Reference: X-FACTOR Exhibit B-10, BCUC IR 13.2; Exhibit B-1, pp. B-25, B-44; FEI Application  for Approval of a Multi-Year Performance Based Ratemaking Plan for 2014 through 2018 proceeding, Exhibit B-1, p. 53; FBC Application for Approval of a ...
	161.1 Given that O&M savings were achieved for each of FEI and FBC in each year of the Current PBR Plan term beyond the productivity improvement factor (PIF) savings, please explain how these results may be interpreted from the perspective of each of ...
	161.2 Please explain how FEI’s and FBC’s O&M expenditure performance during the Current PBR Plan term compares to each utility’s expectations at the time of filing the FEI and FBC PBR Applications, where a 0.5 percent X-Factor was proposed. Specifical...
	expenditure performance to FEI’s and FBC’s expectations regarding: (i) input cost inflation compared to the economy-wide inflation; and (ii) productivity compared to the average productivity of the economy.
	161.3 Please confirm, or explain otherwise, that FEI and FBC have not performed a similar analysis as was described on page 53 of the FEI PBR Application – i.e. analysis of forecast rate changes under a cost of service model compared to forecast rate ...
	161.3.1 If confirmed, please explain why this analysis was not considered necessary to support FEI’s and FBC’s proposals for the 0 percent X-Factor in the Application.
	161.3.2 If confirmed, please perform the analysis described on page 53 of the FEI PBR Application for each of FEI and FBC to support each utility’s 0 percent X-Factor proposal.


	162.0 Reference: X-FACTOR Exhibit B-10, BCUC IR 13.2, 22.1; Exhibit B-1, pp. C-16 – C-17; FEI PBR Application proceeding, Exhibit B-1, pp. 52-53  Expected Cost Pressures and the X-Factor
	162.1 Please provide an individual departmental analysis for each of FEI and FBC’s O&M expenses which shows how each department’s costs are expected to increase compared to inflation during the proposed MRP term.
	162.1.1 As part of the above response, please discuss how the incremental O&M funding requested to be added to FEI’s and FBC’s proposed 2019 Base O&M can be used to assist with expected cost pressures.

	162.2 Please explain whether any of the cost pressures identified in the table in response to BCUC IR 22.1 or described in response to BCUC IR 13.2 were already anticipated during the Current PBR Plan term but the decision to take action on these pres...
	162.3 Please confirm, or explain otherwise, whether a portion of the potential costs which may be required to prepare FEI and FBC for the “rapid industry transition” would fall under flow-through costs (e.g. Investments in a Clean Growth Future, incre...
	162.3.1 If confirmed, please confirm, or explain otherwise, that the costs identified in the response to BCUC IR 13.2 would likely not impact FEI or FBC’s O&M formula spending.

	162.4 Please fully explain whether the economy-wide composite inflation index described by FortisBC in response to BCUC IR 13.2 includes capital costs.
	162.4.1 If yes, please explain whether FortisBC adjusted its assessment of the proposed 0 percent X-Factor to reflect the fact that its proposed MRPs exclude the majority of capital from formula spending and, if so, please explain how these adjustment...

	162.5 Please explain if FEI and FBC included capital costs in the assessment of each utility’s real cost of inflation.
	162.5.1 If yes, please explain why the inclusion of capital costs for each of FEI and FBC is appropriate and please provide a revised assessment of each utility’s real cost of inflation which excludes capital costs.
	162.5.2 If no, please explain in detail how FEI and FBC derived the real cost of inflation for each utility. Please explain all inputs and assumptions in detail.

	162.6 Please explain how FEI and FBC’s proposal to exclude the majority of capital spending from the proposed indexed formula might impact the determination of a productivity factor for each of FEI and FBC when compared to the Current PBR Plans.

	163.0 Reference: X-FACTOR Exhibit B-10, BCUC IR 13.2, 13.5, 17.3, 17.5; Exhibit B-1-1, Appendix C4-1; Decision 20414-D-01-2016 (Errata): 2018-2022 Performance-Based Regulation Plans for Alberta Electric and Gas Distribution Utilities, Proceeding 20414...
	163.1 Please confirm, or explain otherwise, that in the examples provided in the above table, the regulatory bodies utilized some form of expert evidence when determining the approved X-Factors, as indicated by the list of studies provided by FortisBC...
	163.2 Please explain for each of the jurisdictions provided in the above table if the calculation of the TFP includes capital costs. Please also explain for each jurisdiction if capital costs are subject to the I-X formula and, if so, to what extent.
	163.3 Please provide the range of TFP results provided by each of the productivity experts who have recently provided TFP evidence in other jurisdictions and provide the supporting source references.
	163.4 Please explain in detail whether FortisBC considers the range of TFP growth results generated by the experts in other jurisdictions, as described in the above preamble, to be reasonable. In particular, please explain whether FortisBC considers t...
	163.4.1 As part of the above response, please specifically discuss the reasonableness of the AUC’s range of -0.79 to +0.75.
	163.4.2 If FortisBC does not consider the above-mentioned ranges to be reasonable, please provide a revised range for each of FEI and FBC and provide a detailed rationale for why the proposed ranges are more appropriate.

	163.5 Please confirm, or explain otherwise, that regulators in other jurisdictions have not approved the negative X-Factors proposed by the utility experts.
	163.5.1 If confirmed, please discuss why these negative X-Factors were not approved by regulators in other jurisdictions, and why regulators chose to instead set an X-Factor at or above zero.
	163.5.2 If confirmed, please discuss to what extent the other jurisdictions’ determinations that a positive X-Factor is appropriate should be factored into the BCUC’s determination on the appropriate X-Factor for FEI and FBC.

	163.6 Please discuss FortisBC’s view on the inclusion of a separate stretch factor in those jurisdictions where a productivity factor of zero was approved.
	163.7 Please discuss in detail the reasonableness of incorporating a stretch factor for each of FEI and FBC as part of each utility’s X-Factor. If the BCUC were to determine a stretch factor should be included, what factors should the BCUC consider wh...
	163.8 Under a hypothetical scenario where FEI and FBC were directed to include an X-Factor of 0.5 percent as part of each utility’s I-X formula, please provide the annual and cumulative impact on formula O&M and formula growth capital (for FEI). Pleas...
	163.9 Please explain to what extent the lack of capital inclusion in FEI (other than growth capital) and FBC’s proposed formula spending impacts the relevancy of the article’s discussions regarding the declining X-Factor.
	163.10 Please confirm, or explain otherwise, that a number of the investment needs identified in the above preamble, such as cybersecurity and customer and Indigenous engagement activities, have been identified by FortisBC as requiring incremental O&M...
	163.10.1 Please explain to what extent the requested incremental funding to the Base O&M should be considered when assessing the appropriateness of FEI and FBC’s requested 0 percent X-Factor.

	163.11 Does FortisBC agree with the AUC that “…there is no reason to expect that at least some of this type of behaviour would not be observed in many of the U.S. firms in the sample used…”? Please explain why or why not.
	163.11.1 If FortisBC agrees with the above, please explain if the above findings from the AUC can be interpreted as the TFP growth factor for the US firms in the sample is expected to increase over time, and how FortisBC’s proposed productivity factor...


	164.0 Reference: X-FACTOR Exhibit B-10, BCUC IR 6.3.1, 13.2, 15.14.1, 22.1; Exhibit B-7, CEC IR 19.1; Exhibit B-5, British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) IR 17.1, 17.2; Exhibit B-1, pp. C-11 – C-12; Exhibit B-1-1, Appendix C...
	164.1 Please clarify FortisBC’s statement in response to BCUC IR 13.2 regarding the utilities being under “successive” PBR terms, given that both FEI and FBC were in a period of cost of service prior to the Current PBR Plans.
	164.2 Please confirm, or explain otherwise, that the large increase in FEI’s net O&M between 2010 and 2013 coincided with FEI entering into a period of cost of service.
	164.3 Please explain whether, as a result of FEI’s net O&M increasing from $223 million in 2009 to $255 million in 2013, as shown in the table provided in response to CEC IR 19.1, the opportunity for new “long-hanging fruit” productivity gains may hav...
	164.4 Please describe in detail the “low-hanging fruit” productivity gains which each of FEI and FBC achieved during the Current PBR Plan terms and why each of the described gains is considered to be “low-hanging fruit.”
	164.5 Please explain to what extent the declining savings in the latter years of the Current PBR Plans are attributable to the design of the Current PBR Plans’ ECM as opposed to FEI and FBC exhausting the opportunities for O&M cost reductions.
	164.6 Please explain whether, if FortisBC’s proposed ECM is approved as part of the MRPs, FEI and FBC will have a greater incentive to seek productivity savings beyond the “low-hanging fruit.” If no, please explain why not.
	164.7 Please discuss whether the proposed ECM supports the potential inclusion of a positive X-Factor as FEI and FBC will be incented to pursue efficiency gains over the entire length of the proposed MRP terms.
	164.8 Does FortisBC currently have any specific plans, initiatives or targeted programs to find further efficiencies in operations (e.g., planned cost optimization programs, efficiency programs)? If yes, please describe each of these programs in detai...
	164.9 Please describe how FEI and FBC can each build off of productivity initiatives that were implemented during the Current PBR Plan terms to continue to find efficiencies in operations.
	164.10 Please explain why it is not reasonable to expect that FortisBC will continue to be able to use effective management practices to find new efficiencies and improve its operations if a positive X-Factor were to be put in place for the proposed M...
	164.11 Please explain how each of the limitations described by Concentric in the above preamble impact the applicability of the benchmarking studies’ information when determining the appropriate X-Factors for FEI and FBC.
	164.12 Please discuss if there are any other limitations to the benchmarking studies which should be considered when evaluating the relevancy of the benchmarking results in determining FEI and FBC’s X-Factors.
	164.13 Please clarify if, based on the rankings provided in the above table, FEI ranked at the median for “Distribution O&M + Total A&G per TJ” for three out of the four years occurring during the Current PBR Plan term and at the median for “Administr...
	164.13.1 Please explain why ranking at the median for the above-mentioned metrics would support not including an additional efficiency factor for FEI.

	164.14 Please clarify if, based on the rankings provided in the above table, FBC ranked at the median for “Administrative and General Expense per Customer” and “Administrative and General Expense per MWh” for the majority of the years during the Curre...
	164.14.1 Please explain why ranking at the median for the above-mentioned metrics would support not including an additional efficiency factor for FBC.

	164.15 Please explain, for the metrics where FEI and/or FBC rank below the median, if FortisBC factored in the results of these metrics when designing other components of the proposed MRPs.
	164.15.1 If yes, please explain how the benchmarking study results were utilized in designing other components of FortisBC’s proposed MRPs.
	164.15.2 If no, please explain why not and explain why in the case of determining the X-Factor for O&M the benchmarking study results were considered relevant.


	165.0 Reference: GROWTH FACTOR Exhibit B-10, BCUC IR 8.4, 17.6, 17.7, 19.8 O&M and Growth Factor
	165.1 Please discuss whether the correlation coefficient results for FEI’s formula O&M compared to actual O&M indicate that formula O&M was more highly correlated to the average number of customers than actual O&M.
	165.1.1 If yes, please explain if this indicates that the 0.5 multiplier applied to the growth factor was reasonable.
	165.1.2 If no, please explain why not.

	165.2 Please provide the same correlation coefficient analysis for FBC’s actual and formula O&M as was provided in response to BCUC IR 8.4 and provide an analysis of the results.
	165.3 Please explain the basis for stating that the formula O&M under the proposed MRPs will be more accurate than the Current PBR Plans given the results of the Current PBR Plans.
	165.4 Please further explain why FortisBC is not able to estimate the portion of FEI’s and FBC’s O&M costs that are fixed and the portion of historical O&M costs that are impacted by the changes in the average number of customers.
	165.5 Please provide, to the best of FortisBC’s ability, a breakdown of FEI’s and FBC’s O&M costs classified under the categories of “fixed,” “semi-variable,” and “variable.” Please provide supporting rationale for each O&M cost classification.
	165.6 Please provide a detailed description of Hydro Quebec Distribution’s rationale for applying a 0.75 multiplier to its growth factor.
	165.7 Please compare and contrast FEI and FBC to the utilities regulated by Hydro Quebec Distribution in terms of similarities and differences in O&M.

	166.0 Reference: PERFORMANCE INCENTIVE FRAMEWORKS Exhibit B-10, BCUC IR 17.8, 64.2; Exhibit B-8, Industrial Customers Group (ICG) IR 9.1; Exhibit B-2, Workshop Materials, p. 5; Exhibit B-1, pp. B-70 – B-71; Exhibit B-1-1, Appendix C1 Expenditures Subj...
	166.1 Please provide the same analysis for FEI as was provided for FBC in response to ICG IR 9.1.
	166.2 Using FEI’s approved 2019 revenue requirement for gas utilities and FBC’s approved 2019 revenue requirement for electric utilities, please provide the same analysis as was provided in response to ICG IR 9.1 to show the amount (dollar and percent...
	would be subject to deferral account treatment under each of the MRPs described in Table B2-9 of the Application.
	166.3 Please explain whether, and to what extent, depreciation expense is subject to incentives in each of the Canadian jurisdictions listed in Table B2-9 of the Application.
	166.4 Please compare the number and overall balance of FEI’s and FBC’s deferral accounts as of 2019 to the number and overall balances of the deferral accounts in the Canadian jurisdictions included in Table B2-9 of the Application.
	166.4.1 Please explain how FEI and FBC’s deferral account usage compared to other Canadian jurisdictions may impact the potential risks and rewards and the promotion of an efficiency focus.

	166.5 Please clarify for each of the pre-2014 PBR plans, if FEI’s and FBC’s depreciation expenses were subject to earnings sharing.
	166.6 If FEI’s depreciation expense was subject to earnings sharing under the PBR plan previous to the Current PBR Plan (i.e. the 2004-2009 PBR plan), please explain in detail the results of this approach, including the following:
	166.6.1 If FBC’s depreciation expense was subject to earnings sharing under the PBR plan previous to the Current PBR Plan, please provide the same analysis as is requested for FEI.

	166.7 Please provide a detailed discussion as to the impact that FortisBC’s proposal to include depreciation expense on regular capital expenditures in the earnings sharing mechanism (ESM) has on the level of risk for ratepayers of the proposed MRPs c...
	166.8 Please provide a quantitative example of the cumulative impact of the proposed change to the treatment of depreciation expense during the proposed MRP term compared to the treatment under the Current PBR Plan term and explain all inputs and assu...
	166.9 Using the above example provided as part of the Workshop Materials, and assuming that the above example occurred in year 1 of the proposed MRP term, please provide example calculations and descriptions for how forecast versus actual capital spen...
	166.9.1 As part of the above response, please clearly show the inputs and calculation of the forecast depreciation expense in each year of the proposed MRP (i.e. please show the basis upon which depreciation expense would be forecast in each annual re...

	166.10 Please provide the annual forecast depreciation expense related to regular capital expenditures for each of FEI and FBC for each year of the proposed MRP term based on the forecasts of regular capital provided in the Application (excluding grow...
	166.10.1 Please explain if the forecasts provided in the above IR response will remain unchanged during the proposed MRP term or if the depreciation expense related to regular capital expenditures would be re-forecast during the annual reviews to inco...

	166.11 Please clarify if, as part of the proposed annual review process during the MRP term, FortisBC considers it reasonable for variances between forecast and actual/projected regular capital expenditures to be reviewed in detail.
	166.11.1 If no, please explain why not. As part of this response, please specifically address whether a more detailed review of regular capital expenditures compared to the level of review of formula capital spending under the Current PBR Plan would s...


	167.0 Reference: COMPARISON OF PERFORMANCE INCENTIVE FRAMEWORKS Exhibit B-10, BCUC IR 19.1 AUC Five Principles
	167.1 Please describe the specific components of the AUC’s currently approved PBR plan which support Principle 1.
	167.2 Please compare each of FEI’s and FBC’s Current PBR Plans to the proposed MRPs in terms of the plans’ alignment with Principle 1. Please explain in detail how each of the proposed changes to the MRPs from the Current PBR Plans improves or detract...
	167.2.1 As part of the above response, please explain if overall FortisBC considers the proposed MRPs or the Current PBR Plans to be better aligned with the AUC’s Principle 1.

	167.3 Please discuss the reasonableness of including a Targeted Incentive related to the achievement of efficiency gains in a specific area or areas of FEI and FBC’s businesses (e.g. IT, operations, etc.). How might such an incentive be designed? Plea...


	D. O&M BASE
	168.0 Reference: COST PRESSURES Exhibit B-10, BCUC IR 22.4, 22.5 Retirements
	168.1 Please provide the estimated number of retirements expected for FBC during the proposed MRP term and the estimated number of retirements specifically related to the Operations department.
	168.2 Please provide the total number of retirements for each of FEI and FBC which occurred during the Current PBR Plan term and the number of retirements attributable to each utility’s Operations department.
	168.3 Please explain how FEI (and FBC if applicable) managed the employee turnover and succession planning during the period of high customer growth experienced during the Current PBR Plan.
	168.4 Please explain why high customer growth would be expected to create greater cost pressures for FEI during the proposed MRP than during the Current PBR Plan.

	169.0 Reference: O&M EXPENSES Exhibit B-10, BCUC IR 4.2, 4.3, 4.6, 22.14, 23.2, 23.3, 23.4; Exhibit B-1-3 (Errata dated June 21, 2019), pp. C-19, C-44; Order G-156-19, Appendix B, p. 7 Projected and Base 2019 O&M and Forecast 2020 O&M
	169.1 Please add a column to the above tables for Projected 2019 O&M for FEI and FBC and indicate the number of months of actual results which have been included in the Projected 2019 O&M amounts.
	169.1.1 With regard to FEI, please include the new department related to the Major Projects group and provide the Projected 2019 O&M attributable to the Major Projects group.

	169.2 In the same format as the above tables, for each of FEI and FBC, please provide a departmental breakdown of the proposed 2019 Base O&M. Please specifically identify in which department each of the adjustments shown in the revised Tables C2-1 and...
	169.2.1 With regard to FEI, please include the new department related to the Major Projects group and provide the Base 2019 O&M attributable to the Major Projects group.

	169.3 In the same format as the above tables, for each of FEI and FBC, please provide a departmental breakdown of the Forecast 2020 O&M under a cost of service-based rate-setting approach. Please clearly identify and explain all differences between th...
	169.3.1 With regard to FEI, please include the new department related to the Major Projects group and provide the Forecast 2020 O&M attributable to the Major Projects group.


	170.0 Reference: O&M EXPENSES Exhibit B-10, BCUC IR 23.2, 23.4 Historical Actual and Projected O&M and FTEs
	170.1 Please provide a detailed description of the factors contributing to the six percent increase in Operations O&M in 2018 (this increase excludes the impact of LNG).
	170.2 Please explain why the Engineering Service & PM O&M decreased in 2017 and then increased in 2018.
	170.2.1 Please explain why the above-mentioned changes in O&M do not correlate with the changes in FTEs during that time frame, particularly the change between 2016 and 2017.

	170.3 Please provide a detailed description of the factors contributing to the continuing increase in Facilities O&M expenses between 2015 and 2018. As part of this response, please explain in detail why Facilities O&M increased in 2016 and then again...
	170.4 Please explain the increase in FTEs in the Energy Management department between 2014 and 2015 and then the further increase in 2016.
	170.5 Please indicate which department(s) the new headcount related to Mandatory Reliability Standards (MRS) was added to.

	171.0 Reference: FEI BASE O&M Exhibit B-10, BCUC IR 25.2, 25.3, 25.6, 25.7, 35.2; Exhibit B-1, pp. C-19 – C-20 Temporary Savings
	171.1 Please clarify based on FEI’s response to BCUC IR 25.2 whether the 2018 penalty payment, which is proposed to be added back to the Actual 2018 Base O&M, is $0.070 million or $0.080 million.
	171.2 Please further explain the basis for FEI’s statement that it expects Olameter to meet their obligations in the future, including a description of the actions which have been taken.
	171.2.1 As part of the above response, please also explain why two consecutive years of penalty payments would reasonably be considered temporary.

	171.3 Please explain if FEI experienced a reduction in payments to Olameter in any other years of the Current PBR Plan term similar to the $0.700 million reduced payments experienced in 2018. If yes, please provide the amount in each applicable year.
	171.4 Please explain the difference between the reduced costs associated with meters that are not read due to access issues which FEI stated are already embedded in the Base O&M and the $0.700 million related to reduced payments from Olameter’s lack o...
	171.4.1 If the reduced costs referred to in the Application and in FEI’s response to BCUC IR 25.6 are the same, please explain why the $0.700 million “temporary savings” should be added back to Base O&M.

	171.5 Please provide an update on FEI’s notice of intent to extend the contract with Olameter. As part of this response, please provide the updated pricing and compare the updated pricing to the existing pricing.
	171.5.1 If the contract has not yet been finalized, please explain whether, as part of the one-year extension from January 1 to December 31, 2020, FEI may be able to negotiate the same pricing as the existing pricing (i.e. one-half of CPI).

	171.6 Please explain why FEI’s bad debt expense in 2014 was significantly higher than in the other years of the Current PBR Plan term.
	171.7 Please discuss the likely reasons why both FEI and FBC experienced significantly lower bad debt expenses in 2018.
	171.8 Please explain why it would not be more appropriate to use FEI’s and FBC’s three-year 2016 through 2018 average bad debt expense to arrive at the appropriate adjustment for 2018 Base O&M.

	172.0 Reference: FEI BASE O&M Exhibit B-10, BCUC IR 27.3, 32.6, 32.10; Exhibit B-1-3, p. C-19; Exhibit B-1, pp. C-22 – C-24, C-38; FEI Certificate of Public Convenience and Necessity (CPCN) Application for the Inland Gas Upgrade (IGU) Project proceedi...
	172.1 Please clarify whether FEI proposes to treat all integrity dig costs as flow-through items or if FEI proposes to treat only the costs of integrity digs that result from running In-line Inspection (ILI) tools as flow-through items.
	172.2 Please provide the forecast number and cost of integrity digs FEI plans to conduct on pipelines that cannot be inspected using ILI technology during the proposed MRP term.
	172.3 Please explain whether FEI is aware of any other Canadian natural gas utilities under multi-year rate plans that currently treat integrity digs as a flow-through item.
	172.3.1 If yes, please provide the rationale given by the applicable regulatory body for approving the flow-through treatment.
	172.3.2 If no, please explain the likely reasons why other natural gas utilities under MRPs would include the costs of integrity digs within formula O&M.

	172.4 Please clarify, with reference to the integrity dig expenditures provided in the table in response to BCUC IR 32.6, how the reduction of $2.6 million to 2019 Base O&M was determined.
	172.5 In consideration of FEI’s total proposed Base O&M funding of $256.15 million, please explain why it is not reasonable to manage the variability of integrity dig expenditures, which historically have varied up to $900,000 annually, within the for...
	172.5.1 As part of the above response, please explain the range of variability in O&M costs which FEI considers may be reasonably managed within the formula O&M spending envelope.

	172.6 Please discuss how FEI budgeted for and managed expenditures related to integrity digs during the Current PBR Plan term and discuss any issues FEI has experienced.
	172.6.1 As part of the above response, please explain how FEI was able to manage the variability in integrity dig costs during the Current PBR Plan term and explain if, as a result of the variability, FEI did not perform all of its planned digs due to...

	172.7 Under a scenario where FEI was directed to include integrity digs in the index-based O&M for the proposed MRP term, please discuss how FEI would budget for the expenditures relating to integrity digs and detail any adjustments FEI would make to ...
	172.7.1 As part of the above response, please explain if FEI would propose to include $2.6 million in the Base 2019 O&M related to integrity digs (i.e. the reduction proposed in Table C2-1 of the Application) or some other amount. Please provide a det...

	172.8 Please estimate, based on the number of laterals proposed to be made ILI capable in the FEI IGU CPCN application, and based on the proposed IGU project timeline, the increased number of integrity digs resulting from approval of the IGU CPCN appl...
	172.9 Please estimate the additional annual costs during the proposed MRP term of using the crack-detection in-line inspection tools.

	173.0 Reference: FEI BASE O&M Exhibit B-10, BCUC IR 28.1, 28.2, 28.3, 28.9; Exhibit B-1, p. C-28 Adjustments – LNG O&M Costs
	173.1 Please explain why employee expenses increased significantly commencing in 2017.
	173.2 Please explain in detail why labour costs decreased annually between 2014 and 2017 and then began increasing as of 2018.
	173.3 Please explain if the trend in labour costs described in the above IR is correlated to the changes in contractor costs during the same years.
	173.3.1 If yes, please explain why the use of contractors increased between 2015 and 2017 and then declined commencing in 2018.
	173.3.2 If no, please explain the drivers of the trend in contractor costs between 2014 and 2019.

	173.4 Please provide a description of the fixed and variable labour components of the LNG O&M. Please also explain how FEI determines whether labour is fixed or variable.
	173.5 Please describe the nature of the employee expenses which were incurred in years’ 2016 through 2018.
	173.5.1 Please explain why FEI has not forecast the incurrence of employee expenses in any of the years after 2016 (i.e. after the first year the employee expenses were incurred).

	173.6 Please explain why, commencing in 2018, FEI has classified some materials costs as variable. As part of this response, please provide a description of the variable and fixed materials costs.
	173.7 Please explain when the need for the additional two millwright positions was identified.
	173.7.1 As part of the above response, please explain if the additional millwright positions were included in the 2019 Forecast for fixed LNG costs. If yes, please indicate where these increased costs were recorded based on the table provided in respo...

	173.8 Please explain whether the six additional operator positions were included in the Forecast 2019 Fixed LNG costs. If yes, please indicate where these increased costs were recorded based on the table provided in response to BCUC IR 28.2. If no, pl...
	173.9 Please confirm, or explain otherwise, that the Projected 2019 Fixed Flow-through LNG O&M costs provided in response to BCUC IR 28.2 include the incremental Base O&M costs described on page C-28 of the Application.
	173.9.1 If confirmed, please explain why the proposed 2019 Base O&M amount for LNG costs of $11.530 million is higher than the combined Projected 2019 Fixed LNG costs provided in response to BCUC IR 28.1 and 28.2 of $11.020 million.
	173.9.2 If not confirmed, please provide a cost breakdown similar to the 2019 Projected Fixed O&M amounts provided in response to BCUC IR 28.1 and 28.2 which explains the need for the additional $510,000 (i.e. $11.530 million proposed Base O&M less
	$11.020 million Projected Fixed O&M). Please clearly identify which incremental costs described on page C-28 of the Application are already incorporated in the 2019 Projected Fixed O&M amounts provided in response to BCUC IR 28.1 and 28.2 and which in...

	173.10 Please provide updated Projected 2019 O&M amounts (fixed and variable) in the same level of detail as was provided in the tables in response to BCUC IR 28.1 and 28.2 to reflect the additional months of actual O&M results. Please explain any sig...
	173.10.1 If the updated 2019 Projected Fixed O&M amounts are still significantly less than the proposed 2019 Base O&M amount of $11.530 million, please explain in detail why it would not be more appropriate to reduce the Base 2019 O&M amount to reflec...

	173.11 In consideration of the large increase in contractor costs between 2018 and 2019 and the large variance in contractor costs between 2019 forecast and 2019 projected, as shown in the tables in response to BCUC IR 28.2, please further explain the...
	173.12 Please explain why Bechtel is no longer providing the services described in response to BCUC IR 28.10.
	173.13 Please compare the cost charged by Bechtel for providing the services described in response to BCUC IR 28.10 to the costs charged by the new contractor(s).
	173.13.1 As part of the above response, please indicate the number of contractors being utilized for these services and explain why these services could not be provided by a single contractor, similar to FEI’s previous arrangement with Bechtel.


	174.0 Reference: FEI BASE O&M Exhibit B-10, BCUC IR 2.1, 30.2, 30.5, 30.8, 30.18.1, 30.26 New Funding for MRP Term – Customer Expectations
	174.1 Please explain in detail the increased spending on the Natural Gas Appliance Incentives in 2018 compared to previous years.
	174.1.1 As part of the above response, please indicate if a contributing factor to the increased spending was increased stakeholder engagement activities.

	174.2 Please explain in detail why the spending on Advertising – New Customer Additions & Conversions was significantly lower in 2018 compared to 2017.
	174.3 Please explain why FEI has not historically undertaken the types of stakeholder engagement with builders, developers and manufacturers described in the above preamble.
	174.3.1 As part of the above response, please explain the types of interactions which FEI has had with builders, developers and manufacturers historically.

	174.4 Please explain what precipitated FEI identifying the above-described engagement gap and why FEI considers it important going forward to address this gap.
	174.5 Please explain how increased spending on Customer Engagement activities such as Connect to Gas and Advertising will assist FEI in retaining and growing its customer base within the residential and building sectors if the climate action plans des...
	174.5.1 With separate reference to each of the three incremental funding categories (i.e. Advertising, Natural Gas Appliance Incentives, and Stakeholder Engagement), please explain how, in light of the climate action initiatives described in response ...

	174.6 Please explain how the activities described in response to BCUC IR 30.18.1 are different from the stakeholder engagement activities described in response to BCUC IR 30.2.
	174.7 Please clarify FEI’s statement that not all of the advertising expenditures are included in O&M.
	174.7.1 As part of the above response, please further break down the table provided in
	response to BCUC IR 30.8 to show how much of the annual expenditures are attributable to O&M and how much are attributable to other (and specify the other). Please also expand the table to include Projected 2019 amounts.

	174.8 Please provide the total amount of Advertising expenses which are proposed to be included in FEI’s Base 2019 O&M. As part of this response, please identify and describe each category of advertising costs.
	174.9 Please explain if, commencing in 2016, the writers FEI referred to in the above preamble were consultants or were in-house employees.
	174.10 Please clarify if the historical In-house Resources (digital communications) O&M provided in response to BCUC IR 30.2 (i.e. $0.051 million, $0.072 million, $0.125 million, $0.271 million and $0.271 million for years 2014 through 2018, respectiv...
	174.10.1 If yes, please provide the amount for each year which was attributable to consultants and the amount that was attributable to other costs, such as FEI employees or non-labour costs.
	174.10.2 If no, please explain in detail what the historical amounts were related to and please provide the annual costs related to consultants for the services described in response to BCUC IR 30.2 (as provided in the above preamble).


	175.0 Reference: FEI BASE O&M Exhibit B-10, BCUC IR 30.9, 31.3, 31.4; Exhibit B-1, pp. C-30 – C-31, C-33 New Funding for MRP Term – Engagement
	175.1 Please explain in detail the different audiences that the Connect to Gas advertising and the Raising Awareness for Consumers in a Lower Carbon Future advertising are targeting.
	175.2 Please explain why it is not reasonable to expect that through the expansion of advertising channels in both areas of advertising there would be an overlap in messaging to customers.
	175.3 Please explain why FEI is not able to combine some of the advertising efforts in the areas of Connect to Gas and Raising Awareness for Consumers in a Lower Carbon Future in order to reduce the incremental advertising costs.
	175.4 In a level of detail similar to FEI’s response to BCUC IR 30.9, please provide a breakdown and description of the planned advertising activities for Raising Awareness for Consumers in a Lower Carbon Future for, at minimum, the upcoming 2020 year.

	176.0 Reference: FBC BASE O&M Exhibit B-10, BCUC IR 29.1; Exhibit B-1-3, p. C-44 New Funding for MRP Term
	176.1 Please provide the same analysis for FBC using a 2019 Base O&M of $56.907 million (i.e. the proposed 2019 Base O&M provided in the June 21, 2019 Errata but excluding the proposed incremental funding of $0.763 million).

	177.0 Reference: FBC BASE O&M Exhibit B-7, CEC IR 43.4; FBC Application for a CPCN for the Grand Forks Terminal Station Reliability Project, Order C2-19 and Decision dated July 25, 2019 Grand Forks Terminal Station Reliability Project CPCN
	177.1 Please confirm, or explain otherwise, that FBC intends to file an evidentiary update which will reduce FBC’s Base O&M as described in response to CEC IR 43.4. If confirmed, please explain when this update will be filed.

	178.0 Reference: FBC BASE O&M Exhibit B-10, BCUC IR 36.2, 36.4, 36.5, 36.8 Adjustments – Mandatory Reliability Standards (MRS)
	178.1 Please provide the number of FTEs included in each year’s labour O&M shown in the above table and provide a detailed description of the titles and positions that make up the annual labour. Please also provide a detailed description of the activi...
	178.2 For each year in the above table, please provide the number of contractors and consultants utilized and describe the activities performed by each contractor and consultant in detail.
	178.3 With regard to the Actual Compliance Audit O&M incurred in 2015 and 2018 (as shown in Table 1 of BCUC IR 36.4), please provide a detailed explanation and breakdown of these costs.
	178.3.1 As part of the above response, please explain if the work performed related to the audits was done by existing FBC employees or contractors/consultants (or a combination). If some or all of the work was performed by existing FBC employees, ple...

	178.4 Please provide the frequency of MRS Compliance Audits and how many audits FBC anticipates during the proposed MRP term.
	178.5 With regard to the AR8 costs provided in the above tables, please provide the following information:
	178.6 With regard to the AR10 costs provided in the above table, please provide the following information:
	178.7 Please provide a detailed discussion as to why the MRS Assessment Reports result in additional O&M and Capital cost requirements for FBC.
	178.8 Please discuss whether allowing flow-through treatment of a portion of MRS-related costs (i.e. the costs to comply with new or amended MRS requirements) while including the remainder of costs in the index-based formula expenses might weaken FBC’...
	178.8.1 As part of the above response, please discuss whether the incentive properties of the proposed indexed-based O&M would be increased if FBC were required to manage all of its MRS-related costs within the approved formula, including any incremen...


	179.0 Reference: FBC BASE O&M Exhibit B-10, BCUC IR 37.1; Exhibit B-1, p. C-46 Deferrals – Manual Meter Reading Costs
	179.1 Please explain why FBC does not propose to include the net manual meter reading expense in the 2019 Base O&M (i.e. an amount of 0) as opposed to recording the expense portion in the 2019 Base O&M and forecasting the revenue portion annually as p...


	E. CAPITAL EXPENDITURES
	180.0 Reference: CAPITAL EXPENDITURES Exhibit B-1, Section C3  Capital Expenditures Overview
	180.1 Please provide a table, in a similar format to the table below, comparing FEI’s actual capital expenditures for each capital category during the Current PBR Plan and the forecast capital expenditures for the proposed MRP.
	180.2 Please provide a table, in a similar format to the table below, comparing FBC’s actual capital expenditures for each capital category during the Current PBR Plan and the forecast capital expenditures for the proposed MRP.

	181.0 Reference: FEI GROWTH CAPITAL EXPENDITURES Exhibit B-1, pp. C-58, C-61; Order G-156-19, Appendix B, p. 7 2019 Projected and Base and 2020 Forecast
	181.1 Please add an additional column to Table C3-1 of the Application for Projected 2019 Growth Capital. Please indicate the number of months of actual results which have been included in the Projected 2019 Growth Capital amounts.
	181.2 In the same format as Table C3-1, please provide the proposed 2019 Base Growth Capital. Please specifically identify in which Growth Capital categories the proposed incremental funding amounts for Construction Price Increases and Muster Kit & Ma...
	181.3 In the same format as Table C3-1, please provide the Forecast 2020 Growth Capital expenditures under a cost of service-based rate-setting approach. Please clearly identify and explain all differences between the 2019 Base Growth Capital and the ...

	182.0 Reference: FEI GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 40.1; Exhibit B-1, p. C-58 Contributions in Aid of Construction (CIAC)
	182.1 Please explain what the remainder of the annual CIAC amounts are attributable to (i.e. the annual differences between the CIAC amounts in Table C3-1 of the Application and the amounts provided in the table in response to BCUC IR 40.1).
	182.2 Please explain why, despite the large increase in New Customer Mains and New Customer Services costs commencing in 2015, the annual CIAC amounts related to New Customer Mains and New Customer Services did not increase.

	183.0 Reference: FEI GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 41.1, 41.4, 41.5; Exhibit B-1, pp. C-56 – C-63; FEI PBR Application, pp. 227-238  FEI Customer Additions
	183.1 Please expand the table provided in response to BCUC IR 41.4 to include the forecast number of net customer additions and gross customer additions for 2020 and 2021.
	183.2 Please expand the table provided in response to BCUC IR 41.5 to include 2020 and 2021 amounts.

	184.0 Reference: FEI GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 42.1 New Customer Meters
	184.1 Please explain the significant increase in capital expenditures for New Customer Meters from 2015 to 2016. Please provide a separate explanation for: (i) Residential and Commercial Meter sets; and (ii) Large Commercial/Industrial Meter sets.

	185.0 Reference: FEI GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 40.4, 40.5, 42.1, 47.4.1; Exhibit B-1, pp. C-56 – C-63, C-65 Distribution Pressure (DP) System Improvements
	185.1 When considering the low correlation coefficients between the System Improvements (DP) expenditures and both service line additions and gross customer additions, please explain why FEI considers it appropriate to move System Improvements (DP) fr...
	185.1.1 As part of the above response, please explain how FEI determined that expenditures in the System Improvements (DP) category are driven by customer additions. Please provide the analysis used to support this conclusion and detail any assumption...

	185.2 Please discuss any other cost drivers FEI identified for the System Improvements (DP) expenditure category and provide the respective coefficient of correlation for each driver.
	185.3 Please explain how FEI derived the forecast for the capital expenditures required for System Improvements (DP). As part of this response, please explain the large forecast increase in 2024.
	185.4 For each region in the above table, please explain the causes of the fluctuations in DP System Improvements costs in each year of the Current PBR Plan term. Please specifically identify and discuss the causes of significant increases in expendit...
	185.5 Please explain if FEI is expecting the trend in low (or zero) DP System Improvements costs to continue in the future in the Interior North. Please explain the basis for FEI’s response, including any assumptions.

	186.0 Reference: FEI GROWTH CAPITAL Exhibit B-10, BCUC IR 2.1, 2.3, 8.8, 8.10; Exhibit B-1, pp. C-60 – C-61 New Customer Services
	186.1 Given that the large variance in formula versus actual service line additions in 2018 is partially attributable to the record level of gross customer and service line additions activity experienced in 2018, please discuss whether it would be app...
	186.1.1 As part of the above response, please specifically address FEI’s expectations regarding slower growth in traditional natural gas services and softening of the new housing construction market, and whether these expectations should result in a d...

	186.2 Please further explain the reasons why the percentage of services over 15 metres in length was significantly higher in 2018 compared to previous years.
	186.3 Please explain the likelihood that the percentage of services over 15 metres will be comparable to 2018 during the proposed MRP term. As part of this response, please compare the percentage of services over 15 metres of length experienced thus f...
	186.4 Please discuss FEI’s expectations regarding the amount of internal crew charges resulting from mobilizing out of town crews to the Lower Mainland during the proposed MRP term.
	186.4.1 As part of this response, please provide the actual amount of internal crew charges in each of 2014 through 2018 and projected 2019.

	186.5 Please discuss whether FEI expects management costs to be lower in 2019 than in 2018 due to the efforts to refresh the contract for the competitive bid process being completed in 2018.

	187.0 Reference: FEI GROWTH CAPITAL Exhibit B-10, BCUC IR 42.1.1, 42.8, 42.9, 42.10, 42.12; Exhibit B-1, pp. C-61 – C-62
	187.1 Please clarify if FEI’s statement that the Muster Kit & Material Allocation Impacts contributed to the Construction Price increase of 13 percent was in error and that only the first four items in the list in the above preamble contributed to the...
	187.2 Please clarify if the Muster Kit Material Charges provided in response to BCUC IR 42.12 represent all of the “Muster Kit & Material Allocation Impacts” charges.
	187.2.1 As part of the above response, please explain the statement in response to BCUC IR 42.1.1 that the “total incremental impact to New Customer Mains is a decrease of approximately $0.6 million each year in 2018 and 2019” given: (i) the increased...
	187.2.2 If the Muster Kit Material Charges in the above table do not represent all of the “Muster Kit & Material Allocation Impacts” charges, please provide a revised table which includes all of the costs.

	187.3 Please further explain the statement in response to BCUC IR 42.1.1 that Muster Kit Material Charges increased by $0.9 million and $1.3 million in 2018 and 2019, respectively, given that the Muster Kit Material Charges for New Customer Services, ...
	187.4 Please explain if the proposed 2019 Base Growth Capital amount for Muster Kit & Material Charges is calculated by taking the average of the actual 2016-2018 amounts provided in the above table (in response to BCUC IR 42.12), multiplying the aver...
	187.4.1 As part of the above response, please provide the 2019 Base amount related to Muster Kit & Material Charges and provide the supporting calculations.
	187.4.2 As part of the above response, please also clearly show, with supporting calculations, how the $642,000 incremental expenditures were calculated.

	187.5 Please provide a detailed calculation and description of how the incremental amount of $597,000 related to Regional Growth Activity was calculated.
	187.6 Please provide a detailed breakdown and description of the incremental costs related to Testing Installations.
	187.7 Please clarify FEI’s statement in response to BCUC IR 42.9 that the incremental cost proposed to be added to Base Growth Capital is $1.8 million given the amount provided for Field Quality Assurance in response to BCUC IR 42.10 of $1.515 million.
	187.8 Please separately explain in detail the field audit process for each of Growth Capital, Sustainment Capital and O&M, including what would trigger a field audit.
	187.8.1 As part of the above response, please elaborate on the work undertaken during a field audit, the number of persons required to conduct an audit and the average time taken to complete an audit for each of Sustainment Capital, Growth Capital and...

	187.9 Please explain in detail why the number of field audits increased significantly between 2015 and 2016 and is anticipated to increase during the proposed MRP term. As part of this response, please explain in detail why it was determined that an i...
	187.10 Given that FEI cannot provide a detailed breakdown of the field audit costs and the number of completed audits is not tracked by expenditure program, please explain how FEI has determined that the number of field audits for Growth Capital will ...
	187.11 Please provide the number of FTEs that are currently overseeing the Field Quality Assurance program and provide the total capital expenditure for the FTEs.
	187.12 Please provide the title(s), job description(s) and annual salary of the nine FTEs proposed to be hired to oversee the program.
	187.13 Please explain if an increased number of field audits related to (i) Sustainment Capital and (ii) O&M are expected during the proposed MRP term.
	187.13.1 If yes, please estimate the increased number of field audits and provide an estimate and description of the annual additional Sustainment Capital and/or O&M costs.
	187.13.2 If no, please explain why not.

	187.14 Please further explain what activities are required as part of maintaining documentation and records quality.

	188.0 Reference: SUSTAINMENT/OTHER CAPITAL Exhibit B-10, BCUC IR 1.1, 9.1, 9.3.2; Exhibit B-1, pp. C-63 – C-64 Formula versus Forecast Approach to Regular Capital
	188.1 Please explain in detail why a formula approach to Sustainment/Other capital would not “provide the flexibility required to address the challenges created by the evolving operating environment in the interest of existing customers.”
	188.1.1 As part of the above response, please specifically identify the challenges FEI is referring to and how these challenges impact Sustainment/Other capital.
	188.1.2 As part of the above response, please explain why a five-year formula would not provide as much flexibility for FEI to manage Sustainment/Other capital as would be provided under the proposed five-year forecast approach.

	188.2 Please explain the relevancy of bullet point number 3 in FEI’s response to BCUC IR 9.3.2 as a reason against using a formula approach to Sustainment/Other capital given that capital investments in FEI’s Clean Growth Future are proposed to be tre...
	188.3 Please explain why additional investments for physical assets and information systems could not be addressed by providing incremental funding to a “Base 2019” Sustainment/Other capital amount, similar to the proposal to include incremental fundi...
	188.4 Please explain in detail the changes in circumstances that FEI believes would result in a significantly lower correlation coefficient between new attachments and actual Sustainment/Other Capital costs during the proposed MRP term.
	188.5 Please calculate the annual and cumulative 2020 through 2024 Sustainment/Other Capital funding which would result from setting the “Base 2019” using each of the following two approaches: (i) the average of 2016 through 2018 actual spending (infl...
	188.5.1 If the resulting cumulative 2020 through 2024 Sustainment/Other Capital funding under either of the two approaches is not comparable to the five-year forecast spending shown in Table C3-5 of the Application, please explain how FEI would propos...


	189.0 Reference: FEI SUSTAINMENT/OTHER CAPITAL Exhibit B-10, BCUC IR 43.2; Exhibit B-1-1, Appendix B8-1, pp. 8–9 Increased In-line Inspection Activity
	189.1 In consideration of the cost pressures experienced by FEI during the Current PBR Plan term, please explain why the adoption of circumferential magnetic flux leakage in-line inspection technology was considered necessary. As part of this response...
	189.2 FEI states that its re-runs of geometry and standard magnetic flux leakage tools are now planned on a maximum seven-year interval. Please explain at what interval FEI previously conducted its re-runs and how it determined that a maximum of seven...
	189.3 Please provide a list of the pipelines FEI plans to inspect during the proposed MRP term.

	190.0 Reference: FEI SUSTAINMENT/OTHER CAPITAL Exhibit B-1-1, Appendix B8-1, p. 8; FEI Annual Review for 2017 Delivery Rates proceeding, Exhibit B-3, BCUC IR 9.5  Installation of Bypass (Jomar) Valves
	190.1 In consideration of the cost pressures experienced by FEI during the Current PBR Plan term, please explain in detail why the Jomar valve installation project was considered necessary and could not have been deferred to future years.
	190.1.1 Please confirm, or explain otherwise, whether the Installation of Bypass (Jomar) Valves project is complete. If not, please provide the anticipated completion date and the remaining capital expenditures required for the project.

	190.2 Please provide a detailed description of the type and amount of savings anticipated during the proposed MRP term from the installation of the Jomar valves and whether these savings were taken into account when developing the 2019 Base O&M.
	190.2.1 If the savings were taken into account, please explain how and in what O&M area(s) the savings are expected.
	190.2.2 If no, please explain why not.


	191.0 Reference: FEI SUSTAINMENT/OTHER CAPITAL Exhibit B-10, BCUC IR 45.1, 46.2, 46.3, 47.4.1, Attachment 46.2; Exhibit B-1, p. C-64 Project Planning
	191.1 Please discuss FEI’s strategic decision-making plan for Sustainment and Other Capital work, including the persons responsible for decision-making for the allocation of capital and resources and how FEI applies checks and balances to the plan to ...
	191.2 Please consolidate the information provided in Attachment 46.2 and the table provided in response to BCUC IR 46.3 to summarize the projects FEI intends to deliver during the proposed MRP term.
	191.3 Please confirm, or explain otherwise, that based on the table provided in response to BCUC IR 46.3, nine out of the twelve projects were not completed during the Current PBR Plan term.
	191.3.1 Please explain why the majority of the planned projects did not proceed during the Current PBR Plan term. As part of this response, please provide a high-level overview of the capital projects that were incurred for Sustainment Capital during ...

	191.4 In consideration of the increased forecast Sustainment Capital spending during the proposed MRP term, the increased number of planned projects, and the planned versus actual Sustainment Capital project results during the Current PBR Plan term, p...

	192.0 Reference: FEI SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 47.1 Asset Age
	192.1 Please explain the cause(s) of the trend in increased asset ages.
	192.2 Please explain in detail the near-term and long-term implications of the increased proportion of transmission and distribution assets having ages greater than 40 years.
	192.3 Please discuss FEI’s expectations regarding the change in the distribution of asset ages at the conclusion of the proposed MRP term and explain the basis for these expectations.

	193.0 Reference: FEI SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 47.5; Exhibit B-1, p. C-69 FEI Sustainment Capital Expenditures
	193.1 Please explain why the 2019 projected “Large Commercial / Industrial Meter Alteration & Exchange” expenditures are expected to be significantly higher than the past the two years.
	193.2 Please explain why the “Distribution Stations Alterations” expenditures were significantly higher in 2017.
	193.3 Please explain why the “Distribution System Telemetry Alterations” expenditures were significantly higher in 2018.
	193.4 Please explain why the “Revelstoke Propane Plant Alterations” expenditures were significantly higher in 2018.
	193.5 Please explain the cause(s) of the forecast increased expenditures for Distribution System Telemetry Alterations during the proposed MRP term compared to the Current PBR Plan term (with the exception of 2018).

	194.0 Reference: OTHER CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 48.1, 59.1; Exhibit B-1, pp. C-73, C-74, C-102 FEI Fleet Services and FBC Fleet Vehicles
	194.1 Please compare and contrast FEI and FBC’s Fleet Services/Vehicles expenditures, including the types of vehicles purchased, where the vehicles are purchased (Canada, US, other) and the cost drivers.
	194.2 For each of FEI and FBC, please provide a table showing the following for each year of the Current PBR Plan term and for each year of the proposed MRP term:
	 The number of vehicles purchased by type of vehicle; and
	 The average cost per type of vehicle in US$ and in CDN$.
	194.3 With regard to FEI, please explain why it is not expected that Fleet Services expenditures will return to levels experienced during 2015 and 2016.

	195.0 Reference: FEI MAJOR CAPITAL PROJECTS Exhibit B-10, BCUC IR 49.5 Rate Impacts
	195.1 Please explain, and quantify where possible, the potential rate impacts to FEI customers during the proposed MRP term of the forecast capital spending on Major Projects. Please provide potential rate impacts based on hypothetical low, medium and...

	196.0 Reference: FBC CAPITAL EXPENDITURES Exhibit B-1-3, p. C-81 Project Planning
	196.1 Please provide a detailed comparison of the anticipated workload to deliver the capital expenditures planned during the proposed MRP term with the workload that was required to deliver the capital expenditures during the Current PBR Plan term.
	196.2 Please explain in detail how FBC plans to deliver the increased workload anticipated for the proposed MRP term.
	196.2.1 As part of the above response, please explain if FBC anticipates an increase in the number of FTEs and/or an increase in the number of contractors during the proposed MRP term and, if so, please provide estimates of the increased FTEs and/or c...

	196.3 Please discuss the impacts to ratepayers, if any, if FBC is unable to deliver all of its planned capital expenditures during the proposed MRP term.
	196.4 In consideration of the forecast 40 percent increase in Regular Capital spending during the proposed MRP term, please explain why FBC considers the projected level of Regular Capital expenditures for the proposed MRP term to be reasonable.

	197.0 Reference: FBC GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 51.3, 51.4, 52.1, 53.1, 53.2; Exhibit B-1, p. C-82; FBC PBR Application, Exhibit B-1, p. 208 FBC Transmission Growth Capital
	197.1 Please provide a similar table to Table C3-23 to show a breakdown of the annual actual/projected Transmission Growth Capital expenditures for years’ 2014 through 2019.
	197.2 Please explain the following discrepancies between BCUC IR 52.1 and BCUC IR 53.2:
	197.3 Please explain the discrepancies in actual capital expenditures shown in the responses to BCUC IR 53.2 and 51.3 for the Ellison to Sexsmith Transmission Tie and Huth 2nd Distribution Transformer Addition projects.
	197.4 Please clarify which of the projects listed on page 208 of the FBC PBR Application are included in either the table showing the completed projects during the Current PBR Plan term (i.e. BCUC IR 51.3) or the table showing the planned but not comp...
	197.5 If any of the projects listed on page 208 of the FBC PBR Application are not included in either the table provided in response to BCUC IR 51.3 or the table provided in response to BCUC IR 51.4, please explain why not and please provide an update...
	197.5.1 If the project(s) have been completed, please provide the total costs incurred and date of completion.
	197.5.2 If the project(s) have not been completed, please explain if the project(s) are planned to be undertaken during the proposed MRP term. If yes, please explain when. If no, please explain why not.

	197.6 Please discuss, with reference to the Transmission Growth Capital expenditures during the Current PBR Plan term, FBC’s ability and historical experience forecasting the timing of Transmission Growth Capital projects.
	197.7 Please explain in detail for each of the following planned projects the likelihood that each project will be required (and will therefore be completed) within the timeframe forecast in the Application:
	197.8 Please explain whether the cost to deliver the Summerland Transformer Replacement project has increased as a result of being deferred from the Current PBR Plan to the proposed MRP and if so, why.
	197.9 Please explain why FBC is unable to provide further information on the Summerland Transformer Replacement Project considering construction is planned to begin in 2020.

	198.0 Reference: FBC GROWTH CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 52.1; Exhibit B-5, BCOAPO IR 63.1; Exhibit B-1, p. C-83 FBC Distribution Growth Capital
	198.1 Please expand the table provided in response to BCOAPO IR 63.1 to provide a breakdown of all of the annual actual/projected Distribution Growth Capital expenditures for years’ 2014 through 2019.
	198.2 Please explain why the Actual 2016 and Projected 2019 Distribution Growth Capital expenditures were/are significantly lower than in the other years of the Current PBR Plan term.
	198.3 Please provide a breakdown and description of the $1,123,000 Unplanned Growth Projects expenditures incurred in 2017.
	198.4 Please explain what projects, programs or work is contained in “Small Growth Projects.” As part of this response, please explain if this work is Mandatory, Essential, or Flexible, according to FBC’s Capital Priority Classification.0F
	198.5 Please explain the impacts, if any, of maintaining the spending on “Small Growth Projects” at the 2017-2019P Average during the proposed MRP term.

	199.0 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 54.1, 54.2; Exhibit B-1, pp. C-85, C-87 – C-88 FBC Generation Sustainment Capital
	199.1 Please provide a description of the capital expenditures incurred for the “LBO Spillway Gates Refurbishment” project in 2015, 2017 and 2019, as shown in Table 2 in response to BCUC IR 54.1. As part of this response, please clarify if the expendi...
	199.2 Please provide a description of the capital expenditures incurred for the “Other Gates Upgrades” project in 2015 through 2018, as shown in Table 2 in response to BCUC IR 54.1. As part of this response, please clarify if the expenditures are rela...
	199.3 Please clarify the timing of the commencement of the Dam Safety Instrumentation Project and the spending under the Current PBR Plan given the expenditures provided in response to BCUC IR 54.1 (Table 2) related to Dam Safety Instrumentation.
	199.4 Please explain what projects, programs, or work is contained in “Other Hydraulic Dam Structures Projects.” As part of this response, please explain if this work is Mandatory, Essential, or Flexible, according to FBC’s Capital Priority Classifica...
	199.5 Please provide a detailed description of the “Other Hydraulic Dam Structures Projects” projected for 2019 and of the projects planned for each year of the proposed MRP term.
	199.6 Please explain the basis for FBC’s forecast for “Other Hydraulic Dam Structures Projects” during the proposed MRP term, including why the forecasts (with the exception of 2024) are significantly higher than the actual expenditures during the Cur...
	199.7 Please provide a detailed description of the “Other Generating Equipment Projects” capital expenditures incurred in 2014 and projected to be incurred in 2019.
	199.8 Please provide a detailed description of the planned annual capital expenditures for “Other Generating Equipment Projects” during the proposed MRP term.
	199.8.1 As part of the above response, please explain why the forecast expenditures during the proposed MRP term are higher than the average actual/projected expenditures during the Current PBR Plan term.

	199.9 Please explain the cause(s) of the forecast increase in expenditures for the Dewatering and Drainage Systems Rehabilitation Project commencing in 2021 compared to forecast 2020.
	199.10 Please provide a detailed description of the expenditures incurred during the Current PBR Plan term related to the Dewatering and Drainage Systems Rehabilitation Project. In particular, please explain the cause(s) of the large amount of capital...
	199.11 Please compare and contrast the projects undertaken in the “Other Auxiliary Equipment” category between the Current PBR Plan term and the proposed MRP term. As part of this response, please explain the expected decrease in spending in this cate...
	199.12 In consideration of FBC’s statement in response to BCUC IR 54.2 regarding the Corra Linn Annex Building Replacement Project, please explain the expenditures incurred in years’ 2015 through 2018 under the heading “COR Annex Building Replacement,...
	199.13 Please clarify if the actual/projected capital expenditures incurred in 2018 and 2019 related to the Floor Covers Replacement project are related to the 2017 South Slocan floor covers installation described in response to BCUC IR 54.2.
	199.13.1 If yes, please explain why the costs for this project spanned three years.
	199.13.2 If no, please clarify FBC’s statement that the Current PBR Plan did not include a similar project to the Floor Covers Replacement project planned for the proposed MRP term.


	200.0 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 55.1; Exhibit B-5, BCOAPO IR 70.3.2; Exhibit B-1, pp. C-89 – C-90 FBC Transmission Sustainment Capital
	200.1 Please explain the condition assessment results that are driving the investment in the “30 Line Rehabilitation between the South Slocan and Coffee Creek Substation” project.
	200.2 Please explain whether condition assessments found any other transmission line sections in similar states of disrepair elsewhere in the FBC system.
	200.3 Please explain how decisions are made to prioritize rehabilitation of transmission lines based on condition assessment.

	201.0 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 56.1, 56.2; Exhibit B-1, pp. C-91 – C92 FBC Stations Sustainment Capital
	201.1 Please explain why the forecast cost for the “AS Mawdsley Transformer Replacement” is higher than any of the other planned transformer replacements during the proposed MRP term.
	201.2 Please explain the drivers behind FBC’s planned increase in the number of: (i) larger transformer replacements; and (ii) station upgrades during the proposed MRP term compared to the Current PBR Plan term (i.e. three transformer replacements and...
	201.3 In consideration of the fact that only two of the three identified Station Sustainment Capital projects were completed during the Current PBR Plan term, please explain in detail the likelihood that FBC will be able to complete all of the planned...
	201.4 Please explain, with specific reference to the planned projects provided in Table C3-34 of the Application, if the need for any of these projects arose during the Current PBR Plan term (i.e. subsequent to the FBC PBR Decision being issued) but t...

	202.0  Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 57.13; Exhibit B-1, pp. C-95 – C-98; FBC PBR Application proceeding, Exhibit B-1, p. 202  FBC Distribution Sustainment Capital
	202.1 Please confirm, or explain otherwise, that all 38,600 pieces of oil-filled distribution-class field equipment will be remediated of PCBs through this remediation plan.
	202.2 Please provide the date when this remediation plan will be completed.
	202.3 Please explain whether FBC has any other PCB-containing equipment classes that will require remediation that will have not yet been remediated at the end of the remediation plan described in the above preamble.
	202.4 Please explain if FBC has utilized the same approach to forecast Distribution Small Planned Capital expenditures for the proposed MRP term (i.e. a three-year rolling average adjusted for inflation).
	202.4.1 If yes, please provide the supporting calculations and compare the calculated results to the expenditures provided in Table C3-37 on page C-95 of the Application.
	202.4.2 If no, please explain why not and please provide the annual forecast expenditure amounts for the proposed MRP term using the above-described approach.

	202.5 Please provide a more detailed breakdown and description of the annual forecast expenditures for the Porcelain Cutouts Replacement project, including the basis upon which FBC derived its forecast for expenditures.
	202.6 Please describe the sampling program required by Measurement Canada, including intervals of sampling, number of meters required to be sampled, process, and costs.
	202.7 For each year of the proposed MRP term, please provide a breakdown of the Meter Exchanges costs into the following categories (please ensure that the total annual amount agrees with Table C3-37 of the Application):

	203.0 Reference: FBC SUSTAINMENT CAPITAL EXPENDITURES Exhibit B-10, BCUC IR 58.1; Exhibit B-1, pp. C-99 – C-101; FBC PBR Application proceeding, Exhibit B-1, pp. 205–206 FBC Telecommunications Sustainment Capital
	203.1 In consideration of FBC’s statements in the FBC PBR Application that the System Smart Device Upgrades were a priority, please explain why FBC did not complete these upgrades during the Current PBR Plan term.
	203.2 Please explain if FBC expects the System Smart Device Upgrades project to continue beyond the end of the proposed MRP term.
	203.3 Please provide the total projected 2019 expenditures related to the acquisition of fibre optic cable.
	203.4 Please provide a more detailed breakdown of the annual Systems Upgrades and Replacements expenditures forecast for the proposed MRP term. Please specifically identify the costs related to the three projects above $1 million as part of the breakd...
	203.5 Please clarify if the project described in the current Application is the same project that was described in the FBC PBR Application.
	203.5.1 If the projects are the same, please explain why the project was not completed as planned during the Current PBR Plan term.
	203.5.2 If the projects are the same, please explain whether the cost to deliver the project has increased as a result of being deferred from the Current PBR Plan to the proposed MRP and if so, why.

	203.6 Please explain if any expenditures related to the Backbone Transport Technology project were incurred during the Current PBR Plan term and if so, please provide the amounts and the year(s) that the expenditures were incurred.


	F. ANNUAL CALCULATION OF THE REVENUE REQUIREMENT
	204.0 Reference: OTHER REVENUE Exhibit B-10, BCUC IR 6.3.1, 63.5 Forecast versus Actual Results
	204.1 With regard to FEI’s (i) Late Payment Charge, (ii) Connection Charge, (iii) NSF Returned Cheque Charge and (iv) Other Recoveries, please explain how each of these items relates to each of the three criteria described in the above preamble.
	204.1.1 As part of the above response, please specifically address how each of the above items is “controllable,”

	204.2 Please explain the cause(s) of the large variances in forecast versus actual Late Payment Charges for FEI in 2014 and 2017.
	204.3 With regard to FBC’s (i) Apparatus and Facilities Rental Revenue, (ii) Contract Revenue, (iii) Connection Charges and (iv) Other Recoveries, please explain how each of these items relates to each of the three criteria described in the above prea...
	204.3.1 As part of the above response, please specifically address how each of the above items is “controllable.”

	204.4 Please explain the cause(s) of the following large variances in forecast versus actual Other Revenues for FBC:

	205.0 Reference: FLOW-THROUGH EXPENSES Exhibit B-1, pp. C-112–C-113 Renewable Natural Gas (RNG)
	205.1 Please provide the following actual/projected amounts for each year of the Current PBR Plan term:

	206.0 Reference: RATE PLAN PROJECTIONS Exhibit B-1, pp. C-173–C-174; Exhibit B-1-3, Errata dated June 21, 2019 2020 Rate Changes
	206.1 Please explain if the indicative rate increases provided on pages C-173 and C-174 of the Application have changed since the filing of the Application.
	206.1.1 If yes, please provide a revised Table C9-1 and C9-2 as an Application erratum. As part of this erratum, please include the results of any applicable revisions filed in the Errata dated June 21, 2019.
	206.1.2 If no, please revise Tables C9-1 and C9-2 to the Application to reflect the results of any applicable revisions filed in the Errata dated June 21, 2019.



	G. FORTISBC CLEAN GROWTH INNOVATION FUND
	207.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 2.2, 2.4, 26.10, 70.6, 71.5.1, 77.5, 77.6, 81.1, 81.2; Exhibit B-6, BC Sustainable Energy Association and Sierra Club BC (BCSEA) IR 21.5; Exhibit B-5, BCOAPO IR 85.2; Exhibit...
	207.1 Please explain why “maintaining the long-term health” and ensuring there are opportunities for FortisBC to “thrive in an evolving climate policy context” do not represent direct benefits to the utility shareholder.
	207.1.1 To the extent that innovation activities do benefit shareholders, please discuss how shareholders will contribute to innovation during the proposed MRP term (i.e. financial or other contribution).

	207.2 Given that successful commercial innovations are expected to lead to new streams of revenue and net income, please explain what the potential benefits to shareholders would be from commercial innovation. If there are no benefits, please explain ...
	207.3 Given the two alternatives for mitigating the increased risk of stranded assets identified in response to BCUC IR 2.4, please provide the pros and cons of each alternative from the perspective of ratepayers and from the perspective of the utilit...
	207.3.1 As part of the above response, please also explain why the alternative “to develop pathways to pay for the early retirement of assets” (i.e. option #1) was not chosen.

	207.4 Please explain and discuss whether FBC has any partnerships with other electrical utilities or other organizations for the purposes of addressing electricity innovation.
	207.5 Please confirm, or explain otherwise, that FBC has not/will not make any investments in electricity innovation during the Current PBR Plan term.
	207.5.1 If not confirmed, please provide the nature and amount of FBC’s investments in electricity innovation during the Current PBR Plan term by year. Please also explain where the spending was recorded (e.g. formula O&M).

	207.6 Please explain in detail, in consideration of the challenges and opportunities described in the Application and in responses to IRs, and in consideration of the planned activities proposed to be undertaken through the Innovation Fund, the necess...
	207.6.1 Please specifically address the benefits and the risks to ratepayers of FBC receiving approval to collect annual funding for the Innovation Fund versus the benefits and risks to ratepayers of FBC not receiving approval.

	207.7 When considering the innovation initiatives planned for FBC during the proposed MRP term, please estimate the proportion of these initiatives which would be considered “commercial” and the proportion which would be considered “pre-commercial.” P...
	207.8 Please explain why FortisBC’s plan to continue funding the NGIF at current levels alone is not sufficient to address “the need to invest to accelerate innovation and adoption of new technologies.” Why does FortisBC consider additional funds to b...
	207.9 Given the need identified by FortisBC to address “the evolving operating environment and the impacts of the CleanBC plan”, please explain why FEI’s chosen response to this need (i.e. option #2 identified in response to BCUC IR 2.4) would not be ...
	207.9.1 In the event that the Innovation Fund is not approved, please discuss whether FEI would consider the option of “developing pathways to pay for the early retirement of assets”, as described in response to BCUC IR 2.4. If yes, please explain whe...

	207.10 Please explain why FortisBC would not be able to pursue the specific initiatives that would positively impact safety and reliability, as identified above, if the Innovation Fund is not approved. As part of this response, please clarify which pr...
	207.11 Please explain the basis for FortisBC’s expectation that the customer benefits that were achieved from innovation funds in other jurisdictions will be achieved by the proposed Innovation Fund. As part of this response, please clarify which proj...
	207.12 Please explain what methodologies are used by the Gas Research Institute and Low Carbon Network Fund to evaluate and quantify benefits.
	207.13 Please explain what method(s) FortisBC will use to evaluate and quantify benefits. Please also explain how the evaluation method(s) FortisBC anticipates using compares to the methods used in other jurisdictions.
	207.14 Please explain how the Innovation Fund provides “a means for the objective evaluation of innovative solutions for affordability while containing the risk to ratepayers.”
	207.15 Please describe the features of the New York State Millennium Fund such that “Investors and consumers will also share the benefits if companies deliver outputs for less money.”
	207.16 Please explain why the above-noted benefit is not a benefit of FortisBC’s proposed Innovation Fund. Please specifically explain what aspect(s) of the design of the proposed Innovation Fund prevents FortisBC from stating that “investors and cons...

	208.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 26.6, 26.8, 71.2 Natural Gas Innovation Fund (NGIF)
	208.1 Please provide a detailed breakdown of FEI’s $0.400 million contribution to the NGIF in 2018 to separately show the: (i) annual administrative fee; (ii) contribution towards the NGIF’s regular operating expenditures (if separate from the adminis...
	208.1.1 With regard to the annual administrative fee, please explain how this amount was calculated (i.e. please provide the total administrative fee paid by all members to the NGIF and FEI’s relative size to the other participants in the NGIF). Pleas...
	208.1.2 With regard to the contributions to specific projects, for each specific project identified, please provide:
	 A brief description of the project (e.g. the proponent, project objective(s), expected level of contribution towards CleanBC targets, if any, etc.);
	 The total funding cost split amongst the participating utilities;
	 FEI’s portion of the total funding cost and how that amount was determined; and


	208.2 Please explain if FEI incurred any costs in 2018 for its participation as a member of the NGIF Investment Committee and Evaluation Committee and if so, the amount of those costs.
	208.2.1 If FEI did incur costs for its participation in the above-mentioned committees, please explain whether the cost of FEI’s participation was included in or excluded from FEI’s $0.400 million contribution to the NGIF in 2018. If the cost was excl...

	208.3 Please estimate the cost (labour and non-labour), if any, related to FEI’s participation in the governance of the NGIF and as a member of the Investment and Evaluation Committees during the proposed MRP term.
	208.3.1 If costs are expected to be incurred for these activities, please explain whether such costs would be incremental to FEI’s annual NGIF contribution and whether they would result in increased O&M requirements.

	208.4 Please explain how FEI would determine its level of contribution to the NGIF each year and what the minimum and maximum contributions would likely be (under both a scenario where the Innovation Fund is approved and a scenario where it is not app...

	209.0 Reference: INNOVATION FUND Exhibit B-10, BCUC IR 72.2, 72.3, 72.4 CleanBC Industry Fund
	209.1 Please clarify if the Industrial Incentive Program, which is described as rebating carbon tax payments, and the funding for projects provided by the CBCIF, are independent of each other (i.e. are participants in the CleanBC Program such as Forti...
	209.2 Please indicate if FortisBC has received a response to its feedback from the Climate Action Secretariat and if so, please provide the response and the implications of the response to FEI (and to FBC if applicable).
	209.3 Does FortisBC anticipate that it will be eligible to receive rebates through the Industrial Incentive Program? Please explain why or why not.
	209.3.1 If FortisBC is not eligible at this time based on the current design of the Industrial Incentive Program, what specific changes would both FortisBC and the program itself be required to make in order for FortisBC to be eligible? Please discuss.

	209.4 If FortisBC is approved to establish the Innovation Fund, is there a risk that it will not have the resources to focus on the development of projects for both the CBCIF (and therefore miss out on funding opportunities through the CBCIF) and the ...
	209.5 Please explain how the goals and planned projects related to the proposed Innovation Fund are (i) complementary to and (ii) not complementary to the Province’s CleanBC Plan.

	210.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 73.14.1; Exhibit B-1, p. C-139 Province-wide Funding Approach
	210.1 Please explain how the Innovation Fund will allow FortisBC “to more effectively access” Provincial and Federal government innovation funding mechanisms. In what way(s) does FortisBC expect to improve its access and compared to what alternative(s)?
	210.2 Please explain what criteria FortisBC uses to evaluate which innovation activities benefit, or most benefit, its customers. What are considered to be the customer benefits worth pursuing?
	210.3 Please discuss how a province-wide approach changes the potential for FortisBC to (i) leverage partnerships, and (ii) gain greater access to capital, expertise, and opportunities available, compared to the proposed Innovation Fund.

	211.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 73.9.1, 73.9.2; Exhibit B-1, pp. C-142–C-143; FEI 2019-2022 DSM Expenditures Plan Application proceeding, Exhibit B-1, p. 26 DSM Innovative Technologies Program (DSM Funding)
	211.1 Please explain who developed the DSM guiding principles.
	211.2 Please compare and contrast each of the DSM guiding principles with the guiding principles identified for the Innovation Fund.
	211.2.1 As part of the above response, for each of the DSM guiding principles which are inconsistent or not contemplated as part of the Innovation Fund guiding principles, please explain why it would not be appropriate to incorporate the principle as ...

	211.3 To the extent that one project may be eligible for both DSM Innovative Technologies and the Innovation Fund program funding, please explain how the costs of the innovative initiatives will be split amongst the two funds.
	211.4 Please clarify whether initiatives which are only “partly eligible” for DSM funding receive DSM funding.
	211.4.1 If yes, please explain how the amount of the DSM portion of the funding is determined.
	211.4.2 If no, please confirm, or explain otherwise, that the costs of the initiatives which are only “partly eligible” for DSM funding are included within formula-driven O&M.


	212.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 26.9, 72.2, 73.9; Exhibit B-1, pp. C-137–C-139 Innovation Funding Gaps
	212.1 For clarity, please confirm whether the categorization of “the innovation gaps” in Figure C6-4 refers to gaps in innovative technologies that FortisBC has access to or general innovative technology gaps (i.e. in the BC or Canadian marketplace).
	212.1.1 If the innovative technologies gaps are FortisBC’s, please discuss the incentives for partnership that partner organizations3F  may have.

	212.2 In order to show the innovation funding gaps that will be specifically addressed by the Innovation Fund, please provide a matrix table detailing the differences and similarities in funding eligibility between the proposed Innovation Fund and the...

	213.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 79.4, 79.5, 79.7; Financial Accounting Standards Board Accounting Standards Codification Topic 730 – Research and Development Financial Accounting Treatment
	213.1 Please confirm, or explain otherwise, that the “Use of Funding” for the proposed Innovation Fund is consistent with the standards of financial accounting and reporting for research and development costs established by ASC 730.
	213.1.1 If confirmed, for additional clarity, please confirm, or explain otherwise, the following: (i) that the innovation activities described in Appendix C6-4 of the Application meet the definition of research and development activities (as defined ...


	214.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 70.2, 70.4, 70.5, 71.1.1, 75.5, 79.1, 79.4, 79.7, 80.1, 80.1.1, 82.8; Exhibit B-1, p. C-145 Design of the Innovation Fund Deferral Account and Rate Rider
	214.1 Given that funds will be collected from customers at the same time as the innovation costs are incurred, please explain, from a practical standpoint, how FortisBC will not spend more than the aggregate amount collected over the term of the propo...
	214.1.1 In the event that more innovation costs are incurred than the funding collected from customers (e.g. due to a lower number of actual customers compared to forecast), please explain how (and by whom) FortisBC proposes to collect the funding sho...

	214.2 Please explain how bundling a rate rider with a basic charge would contribute to “greater transparency of costs and recoveries.”
	214.3 Please explain why, for FEI, the proposed Innovation Fund rate rider is not proposed to be shown separately on customers’ bills, similar to other FEI rate riders.
	214.3.1 Does FEI have the capabilities to show the Innovation Fund rate rider as a separate line item from the basic charge on customer bills? Please explain.
	214.3.2 To the extent that the one of the reasons for not showing the Innovation Fund rate rider separately from the Basic Charge on customers’ bills is due to system limitations, please provide the project timeline and costs to build the appropriate ...

	214.4 Please explain if FBC has the capabilities within its current system to utilize rate riders (either volumetric or fixed). If yes, does FBC have the capability to show the rate rider as a separate line item on customer bills?
	214.4.1 If FBC does not currently have the capability to utilize rate riders at all, please explain how it intends to add this functionality to its billing system and if there are any costs associated with adding this functionality.
	214.4.2 If FBC currently has the capability to utilize rate riders but does not have the capability to separately show the Innovation Fund Rate Rider from the Basic Charge on a customer bill, please provide the project timeline and costs to build the ...

	214.5 Please discuss the pros and cons for each of FEI and FBC of displaying the Innovation Fund rate rider as a separate line item on customers’ bills.
	214.6 Please explain why FortisBC proposes that innovation expenditures should be funded equally by each customer if the Innovation Fund is approved, but volumetrically (for FEI) if the Innovation Fund is not approved. Why are the two proposals for co...
	214.7 Please clarify whether FortisBC considers it to be “unfair” for innovation activities to be funded volumetrically, or simply that it is “more fair” if customers were to fund innovation activities equally. Please provide the rationale for FortisB...
	214.8 In the event that the Innovation Fund is approved, but as a volumetric rate rider, what is the expected range and distribution of impacts on customers’ bills (e.g. what would the highest volume customer pay versus the lowest volume customer, and...
	214.9 Please provide other examples for each of FEI and FBC where a per-customer rate rider has been approved instead of some form of volumetric recovery (e.g. volumetric rate rider, O&M, amortization expense). Please explain in detail the types of co...
	214.10 Please clarify based on FortisBC’s statements in response to BCUC IR 79.4 and 79.7 (as provided in the above preamble) if, expanding on this rationale, it is reasonable to conclude that FortisBC’s costs which are recovered volumetrically are re...
	214.11 Please confirm, or explain otherwise, that similar to other load-attracting investments, if the investments through the Innovation Fund result in new customers being added to the system or the retention of existing customers, the positive impac...
	214.12 In the event that the proposed Innovation Fund was not approved, but some form of innovation funding is deemed reasonable during the proposed MRP term, please discuss in detail the pros and cons of the following three approaches (please exclude...
	214.13 Given that lagging indicators specific to individual innovation projects cannot be established on a broad basis in advance, please explain why FortisBC does not propose to seek approval for innovation expenditures in the Annual Reviews on an in...
	214.13.1 Would FortisBC be amenable to this alternative approach? Please explain why or why not and discuss the pros and cons of this approach.


	215.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 77.3, 77.5, 77.6; Exhibit B-5, BCOAPO IR 85.3; Ofgem “Regulating energy networks for the future: RPI-X@20 Emerging Thinking – A specific innovation stimulus” supporting paper...
	215.1 Please explain how (i.e. what criteria) FortisBC will use to decide whether to award funding to, or partner with, other organizations.
	215.2 Please explain why FortisBC’s fund should be initially allocated only to the FortisBC companies.
	215.3 Please explain whether FortisBC considers the natural gas and electricity innovation markets in BC to be disaggregated given that the innovation is being undertaken by private sector organizations, the public sector, research institutions, acade...
	215.3.1 If yes, please discuss whether “a centralized administrative process through a single governing body” would be beneficial in BC.

	215.4 Please discuss the advantages and disadvantages of awarding funding via a competitive process for all grant funding (i.e. the Ofgem approach) as compared to FortisBC’s proposal to initially allocate funds to the FortisBC companies and then provi...
	215.5 Please discuss the extent to which FortisBC agrees or disagrees with the above-noted statement on page 5 of the Ofgem Supporting Paper.
	215.6 In the event that funding is awarded to partner organizations, please discuss whether FortisBC intends to provide full or partial funding to the parties. If the decision is project-dependent, please provide the criteria which FortisBC will use t...

	216.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 82.1, 82.2 Government Grants
	216.1 Please explain how, and whose responsibility it is, to monitor and keep FortisBC informed of the type, amount and criteria for government funding programs (including funding from provinces outside of BC) that are available, including when these ...
	216.1.1 Please discuss what oversight will be in place to ensure that the funds collected from the Innovation Fund are spent in a way that leverages to the greatest extent possible the availability of the funding programs.

	216.2 Given the above statement, would FortisBC agree that the estimated investment in each investment area provided in response to BCUC IR 70.1 represents FortisBC’s minimum expected investment for 2020? Please explain why or why not.

	217.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 75.1, 75.2, 75.3, 75.4.1 Stakeholder Engagement
	217.1 Please explain why FortisBC considers it sufficient to have limited its Innovation Fund consultation to interveners who regularly participate in the Current PBR Plans’ annual reviews, the Government, and the BC Business Council. As part of this ...
	217.2 Please clarify whether FortisBC specifically discussed the proposed quantum of the Innovation Fund rate riders and the proposed collection method, for each of FEI and FBC, with the Ministry of Energy, Mine and Petroleum Resources or the BC Busin...
	217.2.1 If yes, please discuss any feedback received and how it impacted the proposed Innovation Fund.
	217.2.2 If no, please explain why not.

	217.3 Please provide FortisBC’s responses during the consultation sessions to the above-noted questions, as well as details of any further discussion or feedback that were considered by FortisBC following those responses and how the feedback was/was n...
	217.4 Please clarify if the above-noted slides included the proposed methodology and quantum of the proposed Innovation Fund, including the rate-riders. If no, please explain why not.
	217.5 Please provide further details regarding the FortisBC Attitudes Survey, including but not limited to the following information regarding the sampling model:
	217.5.1 To the extent that the scope and purpose of the FortisBC Attitudes Survey was not intended to collect information regarding customers’ views on the impact of the CleanBC Plan on FortisBC, please explain why the results of the FortisBC Attitude...

	217.6 Given that the questions posed in the FortisBC Attitudes Survey related to electricity companies and electricity innovation, please discuss (with examples) how the results of the survey have impacted or influenced the main innovation activities/...
	217.6.1 Given the above-mentioned focus on electricity, how/why are these results influential with regard to FEI’s activities? Please explain.

	217.7 Please provide details regarding the information shown in the FortisBC 2018 Corporate Reputation Presentation slide, including but not limited to:
	217.8 Please provide examples explaining how environmental innovation is a key design feature of the Innovation Fund.
	217.9 Please discuss (with examples) how FortisBC’s findings with respect to its corporate reputation have impacted or influenced the main innovation activities/projects that FEI and FBC intend to pursue with the Innovation Fund.
	217.10 Please provide detailed reasons why FortisBC expects “limited negative reaction” to the proposed Innovation Fund rate riders.
	217.10.1 In the event of strong negative reaction to the proposed rate riders, what action(s) will FortisBC take, if any?


	218.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 73.14.2, 78.1, 78.2, 78.4.1, 82.6, 82.7.1; Exhibit B-1, pp. C-144–C-145 Governance Structure
	218.1 Please further explain the extent to which FortisBC’s proposed approach includes “the ability to include third-party administrators.” Is FortisBC referring to the funding it provides to the NGIF or is the ability to include third-party administr...
	218.2 Please explain in detail why FortisBC considers its proposed approach to be “flexible” and “practical” (i.e. what criteria or definition was used to establish whether the proposed Innovation Fund is “flexible” or “practical”?)
	218.3 Please provide the following information on the decision-making structure of the proposed Innovation Working Group and the Executive Steering Committee:
	218.4 Please clarify how often the Innovation Working Group intends to meet for the purposes of reviewing new projects. Given that “between two and four sub-portfolios are envisioned in any particular calendar year,” does that mean that the Innovation...
	218.5 Please explain why FortisBC expects that new innovation projects will “not generally be reviewed individually.” What are the pros and cons of reviewing new innovation projects as a group in a sub-portfolio as compared to individually?
	218.6 Please explain how new innovation projects will be grouped into sub-portfolios (i.e. what criteria) and the number of individual innovation projects that are expected to be included in one sub-portfolio.
	218.7 For clarity, please confirm, or explain otherwise, that investment decisions will be made based on individual innovation projects and not the approval/rejection of an entire sub-portfolio.
	218.8 Please confirm, or explain otherwise, that the term “Project Management” (used in response to BCUC IR 78.2) refers to the same stage of project oversight as the term “Execution” (used on page C-144 of the Application).
	218.9 Please clarify how often the Innovation Working Group intends to meet for the purposes of reviewing progress and approving fund releases.
	In response to BCUC IR 78.2 and 82.7.1, FortisBC confirmed that “Project selection and fund disbursements” and “Project halting and financing reallocations” will be done by the Innovation Working Group “in compliance with the strategic direction estab...
	218.10 Please clarify how often the Executive Steering Committee intends to meet, and how/how often the “strategic direction” of the committee will be documented or updated and communicated to the Innovation Working Group.
	218.11 Please explain how the Innovation Working Group will “consider the feedback” provided by the External Advisory Council (i.e. what is the nature of the feedback which will be sought from the External Advisory Council, and how, if at all, must th...
	218.12 Please explain why FortisBC considers that FEI and FBC employees should comprise the entirety of the Innovation Working Group and Executive Steering Committee.
	218.12.1 Does FortisBC consider it necessary or appropriate for either one or both of the two governance bodies to also include representation from external stakeholders (e.g. government, regulators, academia, customers, and/or industry groups)? Pleas...

	218.13 Please discuss the number and type of represented groups which FortisBC would like to have as part of the External Advisory Council and the “minimum” level of acceptable representation.
	218.14 Please discuss the level of interest expressed so far by potential groups to be part of the External Advisory Council.
	218.15 Please explain how often FortisBC intends to meet with the External Advisory Council (i.e. the number of meetings annually and the expected annual time commitment, including meetings and preparation time for meetings).
	218.16 Please provide a breakdown of the annual cost of Innovation Fund governance by governance body (i.e. Innovation Working Group, Executive Steering Committee, External Advisory Council) and by type of cost (e.g. travel, support, meetings).
	218.16.1 Please clarify if there are any governance costs which are not included in the above breakdown which will be charged to O&M. If yes, please provide the amount and why this treatment is appropriate.

	218.17 Given that the Innovation Working Group and Executive Steering Committee will be comprised of staff from both FEI and FBC, please discuss how governance costs will be allocated between FEI and FBC and explain the potential impact (e.g. short-te...
	218.18 Please provide the current annual cost of governance for the DSM Innovative Technologies Fund.
	218.18.1 Please confirm, or explain otherwise, that the “less than $100 thousand” cost of Innovation Fund governance provided in response to BCUC IR 78.3 is incremental to the cost of governance for the DSM Innovative Technologies Fund.

	218.19 Please explain how the total costs of governance will be allocated between the proposed Innovation Fund and the DSM Innovative Technologies fund.
	218.20 Please confirm, or explain otherwise, that the “central governing committee” referenced in the preamble above refers to the governance structure described in Section C6.5 of the Application and shown in Figure C6-8.
	218.20.1 If not confirmed, please explain what the composition and role of the “central governing committee” is and how it will interact with the governance bodies established for the Innovation Fund.

	218.21 Please elaborate on the referenced statement above, explaining how the central governing committee will enable FortisBC to be “made as aware as possible” of the research being conducted in each investment area.

	219.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 77.5; Exhibit B-1-1, Appendix C6-1, p. 16 Governance Structure - Comparison with New York State’s Millennium Fund
	219.1 Please describe the role of each of the NYPSC and the NYSERDA in the governance of the Millennium Fund.
	219.2 Please explain the method for awarding and administering funds from the Millennium Fund and the role of each of the NYPSC and the NYSERDA in the decision-making process.
	219.3 Please elaborate on the comparison of the role of the utilities in the administration of innovation funds between the Millennium Fund and the Innovation Fund. How are the utilities’ roles different?

	220.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1, p. C-141 Technology Readiness Levels (TRLs)
	220.1 Please provide a description of each TRL as understood by, and applicable to, FortisBC.
	220.2 Please explain how FortisBC assigns TRLs to innovation activities (e.g. steps undertaken, review process, etc.)
	220.3 Please explain how the TRL levels correspond to the designation of innovation activities as pre-commercial versus commercially ready innovation.

	221.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, p. 1 Main Innovation Activities – Blending Hydrogen
	221.1 Please provide an estimate of the number of projects FEI intends to initiate related to each of the two investigative activities noted in the preamble above (including pilot projects). For each identified project, please provide the project desc...
	221.1.1 Please explain whether FEI plans to undertake these projects on its own or in collaboration with partner organizations.5F  If FEI plans to collaborate with partner organizations, please specify the organization for each project and FEI’s role ...

	221.2 In the event that either one of the two hydro injection pilot projects proves to be technically and commercially viable and acceptable to customers and stakeholders, please clarify whether FEI intends to seek additional funding for the Innovatio...
	221.3 Other than the “power-to-gas technologies” project, please provide the number of “other related opportunities” that FEI and FBC plan to undertake, including the project descriptions/objectives, and the TRL of each project.
	221.4 Please explain whether the project to assess “power-to-gas technologies” will be funded by the Innovation Fund for FEI or FBC or both, and please provide the TRL of the project. If it will be funded by both FEI and FBC, please explain how the fu...
	221.5 Please explain whether FEI or FBC plan to undertake each of the above projects on its own or in collaboration with partner organizations. If FortisBC plans to collaborate with partner organizations, please specify the organization for each proje...

	222.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 74.2, 74.3; Exhibit B-1-1, Appendix C6-4, pp. 1 – 2  Main Innovation Activities – Renewable Natural Gas
	222.1 Please discuss when FortisBC anticipates the BC Government will release the BC Hydrogen Roadmap and enact the associated policy and legislative changes.
	222.2 Please discuss whether FortisBC is aware if the BC Government will issue policy and legislative changes with regard to RNG and, if so, please indicate the expected timing.
	222.2.1 Please discuss whether it would it be more appropriate for FEI to delay all innovation projects related to RNG until after such policy and legislative changes are in place. If no, please explain why not.

	222.3 Please explain the impact that the BC Hydrogen Roadmap is expected to have on FEI’s research regarding using wood-waste as feedstock for RNG, if any.
	222.4 Please clarify and explain the extent to which FEI intends to leverage/build-on existing research in wood-waste technology and/or undertake entirely new research in this technology. To the extent that FEI intends to collaborate on or fund third-...
	222.5 Please further explain the basis for FortisBC’s statement in response to BCUC IR 74.3 that the “wood-waste process has the potential to increase RNG generation in BC to about 90 PJ annually.”

	223.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, p. 2 Main Innovation Activities – Carbon Capture
	223.1 Please provide the TRL of Clean 02 and the historical actual costs which FEI has contributed towards the pilot by year.
	223.1.1 In the event that the Innovation Fund is approved, please explain whether the amount currently provided by O&M for Clean 02 will be removed (i.e. similar to FEI’s proposal with respect to NGIF funding).
	223.1.2 Conversely, in the event that the Innovation Fund is not approved, please explain whether FEI intends to continue funding Clean 02, and if so, please explain where the funding would be recorded and how much the funding would be likely be annua...

	223.2 Please explain how (i.e. by what process) the costs of Clean 02 are split between DSM funding and O&M funding.
	223.3 Please confirm, or explain otherwise, that additional non-DSM funds required “to explore and research carbon capture technologies similar to Clean 02” noted in the preamble above will be funded by the Innovation Fund.
	223.3.1 Please provide the number of projects FEI intends to initiate as part of the above activity, the expected project start/end dates, and the TRL of each project.


	224.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, p. 2 Main Innovation Activities – Non-DSM Consumer End Use Technologies and Systems
	224.1 Please provide descriptions/objectives for all “Non-DSM Consumer End Use Technologies and Systems” that FortisBC is interested in furthering the development of, the expected timing of these projects (date of start/finish), and the TRL of each pr...
	224.1.1 Please explain whether FortisBC would likely undertake the above projects on its own or in collaboration with partner organizations. If FortisBC plans to collaborate with partner organizations, please specify the potential organization for eac...

	224.2 Please explain whether FEI or FBC will be researching more efficient CHP units and whether or not it will be in in collaboration with partner organizations (e.g. other utilities, academic institutions, BC Government, Federal Government).
	224.3 Given that new applications of CHP units may increase natural gas use, please elaborate on why FortisBC believes it is important to continue researching CHP technology and how research in this area is expected to contribute to meeting the CleanB...

	225.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, pp. 6–8 Main Innovation Activities – EV and Charging Stations
	225.1 Please provide an update on FBC’s plans with respect to EV charging stations subsequent to the issuance of the BCUC’s Phase Two Report in its Inquiry into the Regulation of Electric Vehicle Charging Service.
	225.2 Please provide the TRL and expected timing (date of start/finish) of each of the following RD&D opportunities listed in Appendix C6-4, supporting the development of EV charging infrastructure in BC: (i) Dynamic Load Control Research; (ii) Return...
	225.2.1 Please explain whether FBC plans to undertake each of the above projects on its own or in collaboration with partner organizations. If FBC plans to collaborate with partner organizations, please specify the organization for each project and FB...


	226.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, p. 8 Main Innovation Activities – Developing Digital Natural Gas Feedstock
	226.1 Please clarify and discuss whether FEI’s planned investment in this area relates to implementing “demonstrations projects” to market participants, building the technology (i.e. undertaking data collection, developing the trading platform), or a ...
	226.2 Please explain whether separate investments will be required for each (new) characteristic of natural gas that can be measured and traded on or if the investments are the same irrespective of the number or additional trading dimensions.
	226.3 Please explain how FEI’s planned investment in this area contributes to meeting the CleanBC targets.

	227.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4, pp. 9–10 Main Innovation Activities – Reducing Fugitive Emissions
	227.1 Please provide the number of projects FEI intends to invest in related to the RD&D activities noted in the preamble above. For each identified project, please provide the project descriptions/objectives, expected timelines (start to finish) and ...
	227.1.1 Please explain whether FEI plans to undertake these projects on its own or in collaboration with partner organizations (e.g. other utilities, academic institutions, BC Government, Federal Government). If FEI plans to collaborate with partner o...


	228.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-4 TRL Summary
	228.1 Please summarize in a table the TRL of all projects described in the IRs above and any other projects referenced in Appendix C6-4.

	229.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-1-1, Appendix C6-1, p. 8, Appendix C6-4 Concentric: Regulator Rationale for Ratepayer-funded Electricity and Natural Gas Innovation
	229.1 Please confirm, or explain otherwise, that FortisBC considers that all of the innovation projects it intends to be pursue in Appendix C6-4 (as described in the IRs above) meet Concentric’s requirements for innovation which is appropriately utili...

	230.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 70.1; Exhibit B-1-1, Appendix C6-4 2020 Expenditure Level
	230.1 Please provide a further breakdown of the Innovation Fund expenditures by segment for 2020 into labour and non-labour cost components and by project. Please specify the relationship between each project and the specific innovation activity and e...
	230.2 With respect to labour costs, please clarify the extent to which the innovation work will be undertaken by existing FortisBC employees, new employees or contractors, or a combination of both.
	230.2.1 To the extent that innovation work is undertaken by existing FortisBC employees, please explain the impact (e.g. short-term, long-term) of the work on employees’ existing areas of responsibility, including what work and departments are most li...


	231.0 Reference: FORTISBC CLEAN GROWTH INNOVATION FUND Exhibit B-10, BCUC IR 78.2, 80.1.1, 80.2, 80.2.4; Exhibit B-1, p. C-142; Ofgem Low Carbon Networks Fund Governance Document v.7,7F  pp. 10, 14 Key Success Indicators and Reporting
	231.1 Please discuss whether FortisBC would be amenable to adopting an approach similar to Ofgem in which: (i) lagging indicators specific to individual projects must be established during the “Evaluation and Selection” stage of projects; and (ii) the...
	231.2 Please discuss what FortisBC considers to be the BCUC’s role in “the administration and oversight” of the Innovation Fund in the Annual Reviews. Specifically, in what way(s) does FortisBC anticipate it will be held “accountable” to the BCUC? For...
	231.3 Please compare and contrast the proposed content in the Annual Reviews for the Innovation Fund to the information that FortisBC provides to the BCUC with respect to the DSM Innovative Technologies program.
	In response to BCUC IR 80.2.4, FortisBC stated that it “believes that the information that it will report in each of the Annual Reviews during the term of the proposed MRPs will be sufficient and that a final evaluation report and mid-term report woul...
	231.4 Please elaborate on the reasons why FortisBC believes that the information in an individual innovation project final evaluation report and mid-term report would duplicate the information it will report on in each of the Annual Reviews.
	231.5 Please compare and discuss the pros and cons of the reporting proposed by FortisBC and the reporting requirements applied by Ofgem for the administration of projects funded by the LCNF for (i) FortisBC, (ii) the BCUC, and (iii) ratepayers.

	232.0 Reference: INNOVATION FUND Exhibit B-10, BCUC IR 74.1 Investment in RNG
	232.1 Please further explain why the existence of the $5 million CPCN threshold for non-GGRR biomethane projects is inconsistent with the RNG objectives of the GGRR and the expanded CleanBC policy.
	232.2 Please clarify if FEI is requesting approval of a change to the CPCN threshold for non-GGRR biomethane projects in this proceeding. If no, please explain what actions or proposed actions FEI intends to take regarding the CPCN threshold.


	H. SERVICE QUALITY INDICATORS
	233.0 Reference: SERVICE QUALITY INDICATORS Exhibit B-10, BCUC IR 84.3, 84.5, 84.6, 90.7; FEI PBR Decision, p. 155 FEI and FBC Service Quality Indicators
	233.1 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided in the above preamble), please provide a detailed assessment of FEI’s proposal to maintain the existing approved benchmark of “>=95%”for the TSF ...
	233.2 Please explain in detail how FEI determined that the proposed benchmark of 95% represents “an appropriate balance between cost and service level.” Please specifically address how FEI determined that 95% was an acceptable service level and provid...
	233.3 Please explain how FEI determined that an additional amount of cost would be required in order to maintain a higher service level (i.e. maintain a benchmark of 98%). As part of this response, please estimate the additional cost required to maint...
	233.4 Please explain why the AIFR results should be monitored and reviewed on a longer term and trend basis before the existing benchmark is adjusted. As part of this response, please provide, with rationale, the duration that FEI considers the AIFR r...
	233.5 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided in the above preamble), please provide a detailed assessment of FEI’s proposal to maintain the existing approved benchmark of “<=2.08” for the AI...
	233.6 With specific reference to each of the five factors identified in the FEI PBR Decision (as provided in the above preamble), please provide a detailed assessment of each of FEI’s and FBC’s proposal to maintain the existing approved benchmark of “...
	233.7 Please discuss the likely factors which have contributed to FBC’s upwards trend in the First Contact Resolution SQI since 2015 and what FBC’s expectations are regarding First Contact Resolution during the proposed MRP term.
	233.8 Please explain when FortisBC expects to complete the investigation into the new approach for measuring safety performance.
	233.8.1 Please confirm, or explain otherwise, whether FortisBC expects to propose the new measures during the proposed MRP term and, if so, whether this would be done as part of the Annual Review process.



	I. TARGETED INCENTIVES
	234.0 Reference: TARGETED INCENTIVES Exhibit B-10, BCUC IR 96.1, 96.3 Targeted Incentives
	234.1 Please further explain why, in the event that the BCUC does not approve FortisBC’s targeted incentives as applied for, FortisBC would interpret such an outcome as a lack of BCUC endorsement of the targets as priorities to be addressed during the...
	234.2 Please discuss in detail other components of each of FEI and FBC’s proposed MRPs that, if approved, would be supportive of the goals identified by the targeted incentives.
	234.3 Please describe in further detail how FortisBC has defined “performance above and beyond conventional service” and “outcomes above what is normally expected in the regular course of business.” Please fully explain the basis for these definitions.
	234.4 In the event that the proposed Targeted Incentives were not approved, please explain how each of FEI and FBC might alter its level of effort and investment in the areas related to the Targeted Incentives. Please explain in detail and quantify wh...

	235.0 Reference: TARGETED INCENTIVES Exhibit B-10, BCUC IR 2.5, 74.3, 97.1, 97.3; Exhibit B-5, BCOAPO IR 92.3.1; Exhibit B-1, p. C-160; CleanBC Plan, Executive Summary, p. 5 Growth in Renewable Gas (RG)
	235.1 Please clarify if, based on the table provided in response to BCOAPO IR 92.3.1, the actual RNG for 2018 was 164.2 TJs less than projected.
	235.1.1 If yes, please explain the causes of the significant difference in RNG volumes from what was projected.

	235.2 Please provide the projected RNG production volume for 2019 and explain the basis for this projection.
	235.3 Please explain if the historical actual volumes of RNG provided in response to BCOAPO IR 92.3.1 represent the total volume of renewable gas produced by FEI in each of these years. If no, please provide a revised table showing the historical RG v...
	235.4 Please explain whether the recent amendments to the GGRR regarding RNG were considered by FEI when developing its Growth in RG target.
	235.4.1 If yes, please explain how and whether FEI increased its targets to reflect the amendments to the GGRR.
	235.4.2 If no, please explain why not.

	235.5 Please discuss whether FEI considers the recent amendments to the GGRR coupled with the objectives outlined in the CleanBC Plan to be an endorsement from the Provincial Government of FEI’s targets as priorities to be addressed during the term of...
	235.6 Please explain if the recent amendments to the GGRR regarding RNG may increase FEI’s ability to meet its proposed targets for other incentives beyond the “Growth in RG” incentive. If yes, please explain which incentives may be impacted. If no, p...
	235.7 In consideration of the CleanBC Plan’s goal of a minimum requirement of 15 percent of renewable content in natural gas by 2030, please explain if FEI considers its target of 3.11 percent by 2024 to be adequate.
	235.7.1 As part of the above response, please explain how FEI might reasonably increase its RG content to a percentage closer to the CleanBC Plan goal of 15 percent by 2030 if its target is to be at 3.11 percent as of 2024.

	235.8 Please provide an update on the development of any Governmental regulations regarding RG. As part of this response, please discuss, based on information available to FEI, when it expects that regulations regarding RG may be issued.
	235.9 Please explain why FEI does not consider it more appropriate to wait until Government regulations/mandates regarding RG are issued before implementing the Growth in RG Targeted Incentive. Please discuss the pros and cons of this approach.
	235.10 Please explain in detail how pursuing out-of-province sources for RG would align with the CleanBC Plan. As part of this response, please specifically address the goal of creating economic opportunities across BC.
	235.11 Please clarify whether the sourcing of RG from out-of-province is a physical purchase or a notional purchase of RG.
	235.11.1 If it is a physical purchase, please explain the methods FEI would use to transport RG from out-of-province sources to BC, including the potential impact on FEI’s costs of transporting from out-of-province sources versus obtaining RG from in-...


	236.0 Reference: TARGETED INCENTIVES Exhibit B-10, BCUC IR 98.2; Exhibit B-5, BCOAPO IR 92.4.1; Exhibit B-1, pp. C-33, C-160 Growth in Natural Gas for Transportation (NGT)
	236.1 Please update the applicable rows in the above table to reflect any additional contracted (or uncontracted) demand that has developed in the additional months that have elapsed since FortisBC completed its responses to IR1.
	236.2 Please provide the projected NGT load for 2019.
	236.3 Please clarify if the units in the above table provided in response to BCOAPO IR 92.4.1 are PJs, not TJs.
	236.4 Please explain why the Actual 2018 NGT demand was higher than what FEI currently forecasts for 2020.
	236.5 Please explain in detail the ways in which the requested $2 million for “Raising Awareness for Consumers in a Lower Carbon Future” might contribute to FEI achieving its Growth in NGT target.
	236.6 Please explain in detail the ways in which the requested $1 million for the “Climate Action Partners program” might contribute to FEI achieving its Growth in NGT target.
	236.7 Please discuss whether the requested incremental funding for the Engagement activities listed in the above preamble might reduce the level of effort and investment of resources above and beyond the normal course of business required to achieve t...
	236.7.1 If yes, please discuss whether the annual targets should be increased if the incremental O&M funding is approved.
	236.7.2 If no, please explain why not.

	236.8 Please explain how FEI intends to reach the targets in each of the years from 2020-2024, given the value for contracted demand from new customers is unknown. Does FEI have any plans in place to bridge the gap between the targeted volumes and the...
	236.8.1 Please describe the types, and amount of any additional investment that will be needed in order for FEI to achieve these targets.


	237.0 Reference: TARGETED INCENTIVES Exhibit B-10, BCUC IR 30.9, 99.2; Exhibit B-1, pp. C-30, C-161–C-162 GHG Emissions Reductions – Customer
	237.1 Please confirm, or explain otherwise, that the majority of FortisBC’s proposals in the Application which rely on historical averages (e.g. base growth capital, SQIs) utilize either a three-year average or a rolling three-year average.
	237.2 Please further explain why using a five-year average as a reference point in developing the GHG Emissions Reductions target is appropriate. As part of this response, please specifically address the reasonableness of relying on five years of hist...
	237.3 Please discuss in detail the reasonableness of using either a three-year average or a rolling three-year average to set the target for natural gas conversions during the proposed MRP term. Please provide a detailed discussion for both options.
	237.4 Please explain if one of the drivers for the requested incremental funding to Base O&M for the Connect to Gas program is to assist FEI in achieving the proposed GHG Emissions Reductions – Customer targeted incentive.
	237.5 Please discuss whether the requested incremental funding for the “Connect to Gas” program might reduce the level of effort and investment of resources above and beyond the normal course of business required to achieve the GHG Emissions Reduction...
	237.5.1 If yes, please discuss whether the annual targets should be increased if the incremental O&M funding is approved.
	237.5.2 If no, please explain why not.


	238.0 Reference: TARGETED INCENTIVES Exhibit B-10, BCUC IR 72.2; Exhibit B-1, C-163 GHG Emissions Reductions – Internal
	238.1 Please explain if FEI’s target for internal GHG emissions reductions is aligned with the targets established in the Government’s CleanBC Program for Industry.
	238.1.1 As part of the above response, please provide a detailed comparison of the proposed GHG Emissions Reduction – Internal targeted incentive and the CBCIF.

	238.2 If the CleanBC Program for Industry’s target is higher, please explain why it would not be more appropriate for FEI to align its target with the CleanBC program’s target.
	238.3 Please explain why the Government’s identification of GHG emissions reductions as being a key goal is not adequate incentive for FEI to make extraordinary efforts to achieve GHG emissions reductions.

	239.0 Reference: TARGETED INCENTIVES Exhibit B-1, pp. C-163–C-164 Customer Engagement
	239.1 Please explain in detail the ways in which FortisBC plans to increase customer adoption of existing channels.
	239.2 Please explain in detail the types of new and enhanced digital channel options which FortisBC intends to pursue and how it plans to go about identifying new and enhanced digital channel options.
	239.3 Please discuss in detail the implications for FEI and FBC ratepayers if FortisBC only pursued a “normal course of business” level of increased digital channel adoption as opposed to the extraordinary level of digital channel adoption considered ...
	239.3.1 As part of the above response, please discuss in detail the risks to ratepayers if the Customer Engagement targets are not achieved.

	239.4 Please confirm, or explain otherwise, whether the need to develop new and enhanced digital options to respond to customer preferences is an issue facing most companies and is therefore not a challenge unique to FortisBC.

	240.0  Reference: TARGETED INCENTIVES Exhibit B-1, pp. C-164–C-165  Growth in Electric Vehicle (EV) Transportation
	240.1 Please provide an update on FBC’s proposal for setting a targeted incentive related to growth in EV transportation in consideration of the BCUC’s issuance of the Phase Two Report on the EV Charging Inquiry.
	240.1.1 As part of the above response, please clarify the timing and regulatory process proposed by FBC for reviewing its proposals for targets related to growth in EV transportation.


	241.0 Reference: TARGETED INCENTIVES Exhibit B-1-1, Appendix C7, p. 8; Exhibit B-10, BCUC IR 102.1, 102.2; Exhibit A2-2, FBC 2019/2020 Annual Electric Contracting Plan (AECP), Executive Summary  Power Supply Incentive (PSI)
	241.1 If the passive strategy is not something that would occur in the absence of the PSI, please explain why it would not be more reasonable to set a floor based on a baseline level of active optimization activity. For instance, if there are standard...
	241.1.1 Under a scenario where FBC was directed to incorporate a certain baseline level of mitigation activity into the floor, please provide a suggested amount and provide a detailed explanation for how this amount was determined.

	241.2 Please confirm, or explain otherwise, that based on the results in the above table, if FBC had set the floor for calculating the Eligible Mitigation Benefit at the “planned mitigation” level, it would still have received a share of the PPE savin...
	241.3 Please confirm, or explain otherwise, that the Actual Gross Load is the same in both the Actual 2018 and the Passive 2018 column of the table in response to BCUC IR 102.2 and that the amount of the Actual Gross Load is 3,530 GWh, as shown in the...
	241.4 Please provide a detailed breakdown of the energy displacement and cost savings described in response to BCUC IR 102.2. As part of this response, please also include the following:
	241.5 Please explain whether FBC was required to pay any take-or-pay penalty under the BC Hydro PPA for any years of the Current PBR Plan term. If yes, please provide the amount in each applicable year.
	241.5.1 Under a scenario where FBC incurred a take-or-pay penalty under the BC Hydro PPA during the proposed MRP term, please explain if FBC would propose to include the penalty as an incremental cost in the calculation of the eligible mitigation bene...

	241.6 Please provide further details and supporting calculations for the PPA Capacity savings in 2018, including a breakdown of each of the three ways PPA Capacity savings was achieved for 2018. As part of this response, please provide complete detail...
	241.7 Please clarify whether FBC is currently taking advantage of all the opportunities presented in its most recent AECP.
	241.7.1 If FBC is not currently taking advantage of all of the opportunities presented in the AECP, please explain why not, with reference to each applicable opportunity.

	241.8 Please provide a breakdown and description of all the costs of resources, including power purchase management expenses, incremental planning reserve margin, if any, and all related costs allocated for power supply operations, incurred in each ye...
	241.9 In the event that FBC incurs additional costs, such as increased labour costs, in its efforts to achieve the proposed PSI target during the proposed MRP term, please explain where these costs would be recorded.
	241.10 Please clarify whether FBC has any ownership interest in the Waneta Expansion project after the transaction described on page 3 of the non-confidential Executive Summary of FBC’s 2019/20 AECP.
	241.11 Please also clarify whether, after the above-mentioned transaction, FBC would continue to own the capacity entitlements under the WAX CAPA.
	241.11.1 If no, please further explain FBC’s plan to maximize the value of WAX capacity, as stated in FBC’s response to BCUC IR 102.1.1.



	J. POLICIES AND SUPPORTING STUDIES
	242.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 108.1 Account 449.00 – LNG Plant – Other Equipment
	242.1 Please confirm, or explain otherwise, whether the decline in the depreciation rate resulting from the trueing up of the “Book depreciation reserve” is due to higher depreciation collected than previous depreciation studies indicated.
	242.1.1 If confirmed, please explain if using the statistically indicated average service life of 33 years in the last three depreciation studies would have resulted in a smaller true-up to the book depreciation reserve. Please also explain why a serv...


	243.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 115.1 Account 46400 – Other Structures
	243.1 Please further explain why it is reasonable to use an Iowa 30-R4 curve, given that 97 percent is still surviving at the oldest vintage. Please also explain why it would not be more appropriate to select an Iowa curve with a longer average servic...
	243.2 Please provide a more detailed description of Concentric’s discussions with FEI management which contributed to Concentric’s selection of the Iowa 30-R4 curve. Please provide supporting documentation of these discussions, if available.
	243.3 Please provide the peer comparisons Concentric used and explain how Concentric used these peer comparisons to select an Iowa 30-R4 curve.

	244.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 117.2, 117.3 Account 47720 - Telemetry
	244.1 Please also explain further why FortisBC does not believe an Iowa curve with a longer average service life would not be more appropriate, given that 77 percent of assets are still surviving at age 20.5 years. What kind of weighting has FortisBC ...
	244.2 Please provide copies of discussions with FortisBC operations and management staff, if available, and indicate how these discussions contributed to the selection of an Iowa 20-R3 curve.
	244.3 Please provide the peer comparisons Concentric used and explain how Concentric used these peer comparisons to select an Iowa 20-R3 curve.
	In response to BCUC IR 117.2, Concentric stated the following:
	244.4 Did Concentric consider any curves with average service lives greater than 20 years?
	244.4.1 If yes, please provide analysis similar to analysis given in the response to BCUC IR 117.2.
	244.4.2 If not, please explain why curves with average service lives greater than 20 years were not considered, considering there are over 77 percent of assets still surviving at the age 20.5 years.


	245.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 120.2 Account 334.00 – Generation Plant – Accessory Electrical Equipment
	245.1 Please explain in further detail how Concentric determined that a 40-year average life is a more appropriate choice over using an average life of less than 40 years, given the switch to digital equipment. Were any lives shorter than 40 years con...
	245.2 Please provide the peer comparisons Concentric used and explain how Concentric used these peer comparisons to select an Iowa 40-R2.5 curve.

	246.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 124.1, 124.1.2, 124.2 Net Salvage
	246.1 Please explain how FEI distinguishes between those costs relating to removals, versus those costs relating to installation of the new assets, in the cases where removals are driven by the replacement of an existing asset.
	246.1.1 Please discuss, in detail, FEI’s view on whether these removal costs, when driven by the replacement of an existing asset, should be considered a capital cost of installing the new asset.

	246.2 Please explain how FEI distinguishes between those costs relating to removals, versus those costs relating to installation of the new assets, in the cases where removals are driven by the replacement of an existing asset.
	246.3 What proportion of removal costs are internal costs versus external contractor costs?
	246.3.1 Please explain in detail how FEI chooses contractors for removal projects. Is it done through a bid process, previously used contractors, or other methods?
	246.3.2 How does FEI manage external contractor costs to ensure these costs are reasonable?


	247.0 Reference: DEPRECIATION STUDY Exhibit B-10, BCUC IR 127.2 Net Salvage Change for Account 473.00 - Services
	247.1 Please clarify if “no specific calculation was performed” is the case for all FEI and FBC accounts where Concentric has recommended salvage changes. If no, please list the accounts where a specific calculation was performed, and provide the deta...
	247.2 Please explain why Concentric considers that negative 100 percent would be a reasonable expectation, if no specific calculation was performed. Please provide a detailed explanation for the appropriateness this percentage.
	247.3 Please explain how Concentric determined that negative 70 percent was appropriate when no specific calculation was performed, and why this is more appropriate than any other percentage below or above 70 percent.
	247.4 Please explain why Concentric considers that its use of judgement and historical values to determine recommended salvage rates will accurately reflect future salvage requirements. As part of this response, please discuss any other methods used i...

	248.0 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL Exhibit B-10, BCUC IR 132.3 Management Review of FEI and FBC 2018 Lead-Lag Studies
	248.1 Please provide details of the internal management involved in the review of the FEI and FBC 2018 lead-lag studies (e.g. department, roles, number of individuals).  Please provide separate responses for FEI and FBC, if needed.
	248.2 Please provide the steps internal management took to perform its “review” and conclude on the reasonableness of the FEI and FBC 2018 lead-lag studies. Please provide separate responses for FEI and FBC, if needed.
	248.3 Please discuss internal management’s findings, specifically as it relates to each of the eight KPMG findings from KPMG’s review of the FEI 2009 lead-lag study, identifying the findings which management found: (i) remains appropriate, (ii) is no ...
	248.4 Please provide the cost and time associated with an external review of a lead-lag study, including the actual cost/time incurred in 2009 in current dollars and the expected cost/time if the FEI and FBC 2018 lead-lag studies were to be externally...

	249.0 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL Exhibit B-10, BCUC IR 133.1, 133.2, 133.3; Exhibit B-5, BCOAPO IR 99.1; Exhibit B-1-1, Appendix D3-1, p. 6; Exhibit B-1-3, p. D-33; Exhibit B-3, Slide 39 FEI 2018 Lead-Lag Study
	249.1 Please explain why revenue lag days for “Bypass and Special Rates” decreased from 45.9 days in the FEI 2009 lead-lag study to 37.6 days in the FEI 2018 lead-lag study. Please reference the three time frames assessed (i.e. service lag, billing la...
	249.2 Given that revenue lag days are calculated using 2017 actual data in the FEI 2018 lead-lag study,9F  please provide a summary of the actual Late Payment Charge data for 2017 and the 2017 weighted Collection Lag.
	249.2.1 Does FortisBC consider that the Collection Lag used in the 2018 lead-lag study should be updated based on the 2017 weighted Collection Lag? Please explain why or why not.
	249.2.2 Please provide the impact on FEI’s overall cash working capital calculation if it were to revise the Collection Lag used in the 2018 lead-lag study based on the 2017 weighted Collection Lag.

	249.3 Please provide the rationale for why removing the Service Lag for Late Payment Charges (and replacing it with a Billing Lag) is appropriate given that the Late Payment Charge is considered a revenue stream related to a service. Alternatively, wo...
	249.3.1 If including a Service Lag would be appropriate, please provide the number of lag days that could be used with supporting rationale and the impact on the net lead-lag days and cash working capital for FEI.

	249.4 Please provide the calculation of the revenue requirement impact of a decrease in cash working capital of $1.1 million (based on a proposed net lag of 5.8 days, instead of 5.5 days) for FEI in dollar and percentage point terms for 2020.

	250.0 Reference: LEAD-LAG STUDY FOR CASH WORKING CAPITAL Exhibit B-10, BCUC IR 133.4, 134.7; Exhibit B-3, Slide 39 FBC 2018 Lead-Lag Study
	250.1 Please provide the calculation of the revenue requirement impact of +$0.1 million for FBC (as shown in the table above) and also provide the impact in percentage point terms for 2020.
	250.2 Please elaborate on each of the reasons provided for FBC for the increase in total Payroll & Benefits expense lead by 8.5 days (e.g. how/why breaking out salaried and hourly payroll categories gave rise to a different overall payment lead) and s...
	250.2.1 Please clarify whether the reason for the increase in Payroll & Benefits expense lead for FEI is also applicable to FBC. Please explain why or why not.


	251.0 Reference: SHARED SERVICES STUDY Exhibit B-1, p. D-38 Cost Driver Approach
	251.1 Please explain what is meant by “annual updating” as described in the preamble above. What steps will FortisBC take with a “broader review of the shared services model”?
	251.2 In the event that changes to the cost drivers may be required during the Proposed MRP term, please clarify whether FortisBC will seek the BCUC’s approval to make these changes and the expected regulatory review process, if any.

	252.0 Reference: SHARED SERVICES STUDY Exhibit B-10, BCUC IR 135.2, Exhibit B-1-3 2018 Actual O&M Shared Services – Cost Driver Approach vs. Timesheet Approach
	252.1 Given that FEI actual O&M before cross charges was misstated, please confirm that the amounts in column 2 (O&M Actual Cost Driver Approach) in Table D4-3 should have also been corrected, as follows (BCUC Staff corrected amounts are in red font):
	252.1.1 If not confirmed, please explain why total O&M actual using the Cost Driver approach ($333.87 million) is higher than total O&M actual using the Timesheet approach ($328.91 million) given that the difference in allocations between the two appr...


	253.0 Reference: SHARED SERVICES STUDY Exhibit B-10, BCUC IR 135.2; Exhibit B-5, BCOAPO IR 101.1; Exhibit B-1, p. D-39 Exhibit B-1-1, Appendix D-4, p. 11 2013-2017 Actual O&M Shared Services – Cost Driver Approach vs. Timesheet Approach
	253.1 Please confirm that the amounts provided in the table above are in thousands of dollars (‘000’s) and not millions of dollars as indicated in the table.
	253.2 Please explain why there is a gradually decreasing trend in the “Differences in Approaches” from 2013 to 2018, where the “Differences in Approaches” is either $4.866 million or $4,866 million (depending on the IR response above) for 2013 and $0....
	253.3 Given the magnitude of the “Differences in Approach” from 2013 to 2017, please explain why FortisBC considers the Cost Driver Approach, as proposed, is appropriate. Please include FortisBC’s rationale for comparing the Cost Driver Approach resul...
	253.4 Please explain how the “Time Estimates” cost driver will be tracked and set (e.g. will FortisBC continue to use manual timesheets in these departments/functions to determine the allocation split between FEI and FBC, survey departments weekly/mon...
	In response to BCUC IR 137.1, FortisBC provided tables showing the calculation of allocated shared costs for 2013 to 2017 using the Cost Driver Approach by department.
	253.5 Please explain the fluctuations in the split between FEI and FBC in the “Time Estimates” cost driver from 2013 to 2017.
	253.5.1 Does FortisBC consider that the split between FEI and FBC the “Times Estimates” will be variable over the term of the Proposed MRP? Please explain why or why not.

	253.6 Given the historical information provided in responses to BCUC IR 135.2 and 137.1, please explain why FortisBC considers that the Cost Driver Approach will be “more stable over time.”

	254.0 Reference: SHARED SERVICES STUDY Exhibit B-1, p. D-40 Revenue Requirement Impact
	254.1 Please provide the revenue requirement impact of transitioning to a Cost Driver Approach for shared services in percentage point terms for 2020.

	255.0 Reference: CORPORATE SERVICES STUDY Exhibit B-10, BCUC IR 139.1.2, 139.3.1 Comparison of Corporate Services Costs
	255.1 Please provide FortisBC’s rationale for why comparing the expected impact of the proposed corporate services cost allocation methodology against the current methodology is meaningful for 2019 and 2020. Is it because FortisBC considers that O&M s...
	255.1.1 Please explain why the expected overall impact for 2019 and 2020 is meaningful to considering the proposed cost sharing methodology for the MRP term (2020-2024).

	255.2 Please provide the 2020 revenue requirement impact of changing to the proposed cost sharing methodology for corporate services costs in percentage point terms for FEI and FBC, respectively.

	256.0 Reference: CAPITALIZED OVERHEAD STUDY Exhibit B-10, BCUC IR 149.1.1 Survey-based Approach – Pros and Cons
	256.1 Please explain what the potential biases that respondents may have are and the potential motivations for these biases (e.g. to meet individual or corporate performance targets, to maintain or increase a departmental budget, etc.)
	256.2 Please describe the mitigating actions taken by FortisBC in consideration of the potential for biased responses.

	257.0 Reference: CAPITALIZED OVERHEAD STUDY Exhibit B-10, BCUC IR 149.3; Exhibit B-1, Section B2.4 External Survey
	257.1 To the extent possible, please provide the overhead capitalization methodology and rate for each utility identified in the Canadian peer group for FEI and FBC, respectively, in the Concentric benchmarking studies.
	257.1.1 Please discuss and explain which of these capitalized overhead methodologies and rates FortisBC would consider to be indicators of the appropriate rate to be implemented for FEI or FBC.


	258.0 Reference: CAPITALIZED OVERHEAD STUDY Exhibit B-10, BCUC IR 150.2, 153.2  Nature of Capital-related O&M Costs (FEI and FBC)
	258.1 Please elaborate and provide examples of the type of work which Operations O&M undertakes to “support and enable” capital activities performed by the Operations group.
	258.2 Please explain why FortisBC considers “coordination with capital project planning” a capital-related activity given that the coordination is required for future energy resource planning, which is not a capital activity.

	259.0  Reference: CAPITALIZED OVERHEAD STUDY Exhibit B-10, BCUC IR 150.3, 150.3.1, 150.8; Exhibit B-1-1, Appendix D6-1, p. 15 FEI Capitalized Overhead Study Results
	259.1 Please confirm, or correct otherwise, that the table prepared above by BCUC Staff is correct.
	259.2 Please provide explanations for each change in the capitalization rate by department greater than +/- 3 percent between the 2013 FEI Capitalized Overhead Study and the 2018 FEI Capitalized Overhead Study, including how the nature of each departm...

	260.0 Reference: CAPITALIZED OVERHEAD STUDY Exhibit B-10, BCUC IR 153.3, 153.3.1; Exhibit B-1-1, Appendix D6-2, p. 18 FBC Capitalized Overhead Study Results
	260.1 Please confirm, or correct otherwise, that the table prepared above by BCUC staff is correct.
	260.2 Please provide explanations for each change in the capitalization rate by department greater than +/- 3 percent between the 2013 FBC Capitalized Overhead Study and the 2018 FBC Capitalized Overhead Study, including how the nature of each departm...




