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A. PROJECT JUSTIFICATION 

 Reference: INTRODUCTION 
Exhibit B-1, Cover Letter, p. 1; Section 3.1, p. 14 
Agreement with MoTI 

On page 1 of FortisBC Energy Inc.’s (FEI) cover letter for its application for a Certificate of Public 
Convenience and Necessity (CPCN) for the Pattullo Gas Line Replacement Project (PGR Project or 
Project) (Application), FEI states: 

The Ministry of Transportation and Infrastructure’s (MoTI) Pattullo Bridge Replacement 
Project necessitates FEI removing its gas line from the existing Pattullo Bridge. 

Further on page 14 of the Application, FEI states: 

The need to undertake the PGR Project arises from the Province’s Pattullo Bridge 
Replacement Project, which includes the demolition of the Pattullo Bridge on which 
FEI’s Pattullo Gas Line is affixed. The Pattullo Gas Line, which has been in operation 
since 1956 

1.1 Please provide a copy of the agreement(s) (or similar), between the Ministry of Transportation 
and Infrastructure and FEI, which governs the placement of the Pattullo Gas Line on the Pattullo 
Bridge.  

1.1.1 Please identify the relevant sections of the agreement that relate to the removal of the 
Pattullo Gas Line.  

1.2 Please discuss MoTI’s jurisdiction for requiring the removal of the Pattullo Gas Line. 

 Reference: PATTULLO BRIDGE REPLACEMENT PROJECT 
Exhibit B-1, Section 3.4, p. 19  
MoTI Schedule  

On page 19 of the Application, FEI states: 
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Based on the current Project schedule, demolition of the Pattullo Bridge is scheduled to 
proceed by the end of 2023 after the New Bridge opens. However, MoTI has indicated 
that it could occur earlier than this target date due to the nature of the performance 
based, design-build finance contract it has entered into with its contractor who will be 
performing the construction and demolition work. 

Prior to the demolition of the existing Pattullo Bridge, FEI will need to degasify and 
purge the existing Pattullo Gas Line to make it safe for removal, and abandon and/or 
remove all associated infrastructure, as well as complete any required modifications to 
the existing infrastructure upstream and downstream of the Pattullo Gas Line. 

2.1 Please explain the consequences to FEI if it could not meet MoTI’s current 2023 target date. 

2.2 If the demolition of the Pattullo Bridge was to occur earlier than currently targeted, please 
discuss whether FEI would be able to meet the revised target date. 

2.2.1 Please describe the impacts that an earlier demolition date would have on FEI 

2.2.2 Please explain the consequence to FEI, if FEI was not able to meet the revised target 
date, including but not limited to any financial penalties or liability for any costs 
associated with a delay. 

 Reference: DISTRIBUTION SYSTEM CAPACITY PROVIDED BY THE PATTULLO GAS LINE 
Exhibit B-1, Section 3.5, pp. 19-20 
Additional Distribution System Capacity Needed 

On pages 19 and 20 of the Application, FEI states: 

FEI must replace the distribution system capacity currently provided by the Pattullo Gas 
Line in order to continue to supply natural gas safely and reliably to customers in 
Burnaby, New Westminster and Coquitlam. The Pattullo Gas Line currently supplies all 
or a portion of natural gas to approximately 35,000 customers in these cities. 

On page 20, FEI states: 

Without the Pattullo Gas Line, the area shaded in red in Figure 3-4 would have 
inadequate gas supply. This represents the distribution area supplied by one regulating 
district station in southwest Coquitlam and two regulating district stations in New 
Westminster, all of which are fed from the 700 kPa trunk distribution system. Based on 
FEI’s 2020 peak demand projection, during the coldest days of the year when peak 
demand occurs, and without support from the Pattullo Gas Line, these district stations 
would have inadequate inlet pressure leading to a loss of gas supply.  

3.1 Please provide the system capacity of the Pattullo Gas Line. 

3.2 Please provide the additional system capacity needed to sustain gas supply to customers in 
Burnaby, New Westminster and Coquitlam.  

3.2.1 Please explain FEI’s methodology for determining the additional distribution system 
capacity needed, detailing all assumptions made. 

3.3 With reference to the statement, “without the Pattullo Gas Line, the area shaded in red in 
Figure 3-4 would have inadequate gas supply”, please quantify and explain what is meant by 
“inadequate gas supply”.  

3.3.1 Please explain how the inadequate supply was determined. 

 Reference: DISTRIBUTION SYSTEM CAPACITY PROVIDED BY THE PATTULLO GAS LINE 
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Exhibit B-1, Section 3.5, pp. 20-21 
Demand Forecast 

On page 20 of the Application, FEI states: 

Based on FEI’s 2020 peak demand projection6, during the coldest days of the year when 
peak demand occurs, and without support from the Pattullo Gas Line, these district 
stations would have inadequate inlet pressure leading to a loss of gas supply. This 
includes approximately 2,100 customers in Burnaby, 2,800 customers in New 
Westminster, and 5,800 customers in Coquitlam. This represents a disruption in service 
to approximately 10,700 residential, commercial, and industrial customers who rely on 
natural gas to provide necessary heat and hot water for their homes and businesses. 

6 Peak demand conditions occur in cold winter when consumer space heating demands are highest. To 
design reliable distribution systems FEI projects system peak demand based on coldest weather conditions 
likely to occur 1 in 20 years. 

On page 21 of the Application, FEI states: 

However, without replacement of the Pattullo Gas Line, the impacted area in red would 
expand as customer load grows over time. Based on FEI’s 20-year forecast, by 2039 an 
additional 14,800 customers (for a total of approximately 25,500 customers) would be 
without gas during cold winter periods.  

4.1 Please provide FEI’s 20-year demand forecast for all areas served by the Pattullo Gas Line. 

4.1.1 Please explain FEI’s methodology for developing its 20-year demand forecast, 
detailing all assumptions made. 

4.1.2 Please describe the anticipated range of the 20-year demand forecast. 

4.2 Please explain whether FEI applied any scenario modelling to its 20-year demand forecast. 

4.2.1 If so, please provide details of any scenarios assessed and discuss the results with 
respect to FEI’s assessment of the impact of removing the Pattullo Gas Line.  

4.3 Please clarify whether FEI’s forecast of disrupted service to approximately 10,700 residential, 
commercial and industrial customers is based on FEI’s forecast demand for the year 2020 or 
whether it is based on forecast peak demand conditions (as defined in the preamble above). 

4.3.1 If the former, please explain why FEI used the 2020 forecast demand. 

4.3.2 If the former, please provide the number of customers that would experience 
disrupted service if the forecast demand for the year 2023 was used. 

4.4 Please discuss whether FEI uses peak day or peak hour demand as a design basis for its 
distribution systems and explain the reasons for this design basis. 

4.5 Please provide Load Duration Curves for the distribution system supplied by the Pattullo Gas 
Line now and at the end of the 20-year planning period, which shows the peak demand for each 
day of a design year. 

4.6 Please provide a table summarizing the following: the annual forecast demand under peak 
demand conditions from 2023 to 2043, the available capacity with the Pattullo Gas Line, the 
available capacity without the Pattullo Gas Line and the number of customers that would 
experience service disruptions.  

4.7 Please explain whether FEI supplies customers, in any areas served by the Pattullo Gas Line, 
under an interruptible service rate. 
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4.7.1 If so, please explain whether FEI has accounted for these customer’s demand in its 
demand forecast. 

4.7.1.1 If not, please explain why not.  

4.7.1.2 Please update the demand forecast provided in response to Information 
Request (IR)4.6 to show demand from firm and interruptible rate customers. 

 Reference: SIGNIFICANCE OF THE PATTULLO GAS LINE TO THE METRO VANCOUVER DISTRIBUTION 
SYSTEM  
Exhibit B-1, Section 3.3, p. 16; Section 3.7, p. 22.  
Resiliency  

On page 16 of the Application, FEI states: 

Although it is relatively short in length (as shown in Figure 3-1), the Pattullo Gas Line is a 
critical link in the gas supply to thousands of downstream customers. Specifically, it 
provides two key benefits: 

1. Distribution system capacity to supply natural gas to customers in Burnaby, New 
Westminster and Coquitlam; and 

2. Resiliency to FEI’s larger Metro Vancouver area. 

On page 22 of the Application, FEI states: 

FEI has determined that it cannot replace the distribution system resiliency benefits of 
the Pattullo Gas Line at this time. Therefore, another project or system improvements 
will be undertaken to restore the Metro Vancouver system resiliency at a later date. 

5.1 Please describe the system resiliency as it relates to this Application and how it is measured. 

5.2 Please explain the criteria that FEI uses to determine an acceptable level of system resiliency in 
the Metro Vancouver area. 

5.3 Please elaborate on the resiliency benefit that the Pattullo Gas Line provides to the Metro 
Vancouver area and quantify the benefit. 

5.3.1 Please discuss the risks to FEI’s system associated with not having the resiliency 
benefit of the Pattullo Gas Line in place.  

5.3.2 Please discuss and quantify the impact that losing the resiliency provided by the 
Pattullo Gas Line will have on the resiliency of FEI’s system in the Metro Vancouver 
area. 

5.4 Please provide FEI’s target date for completing another project or system improvements to 
restore the Metro Vancouver system resiliency. 

5.4.1 Does FEI anticipate filing an application with the BCUC for approval to undertake the 
resiliency project or system improvement? 

5.5 Please provide details of any resiliency projects or system improvements currently being 
considered by FEI, including project overview, timing and anticipated cost.  

5.6 Please explain whether the alternative selected to complete the PGR Project will impact the 
feasible alternatives for the resiliency project or system improvements 

 
B. ALTERNATIVES EVALUATION 
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 Reference: OVERVIEW OF ALTERNATIVES ANALYSIS 
Exhibit B-1, Section 4.2, Table 4-1, p. 24  
Alternatives Considered for PGR Project 

On page 24, FEI provides the following table listing the six alternatives and the sub-alternatives it 
considered for the PGR Project. 
 

Table 4-1:  Alternatives and Sub-Alternatives Considered for PGR Project 
 

Alternatives and Sub-Alternatives 
Considered 

Alternative 1 Attachment to the New Bridge 
Alternative 2 Trenchless Crossing of the Fraser River 

• Alternative 2A - High Pressure Horizontal Directional Drill (TP/IP HDD) 
• Alternative 2B - Distribution Pressure Horizontal Directional Drill (DP 

HDD) 
• Alternative 2C - Alternate High Pressure Horizontal Directional Drill 

(TP/IP) 
• Alternative 2D - Other Trenchless Methodologies (Micro-tunneling) 

Alternative 3 Through Richmond with Fraser River Crossing 
• Alternative 3A - TP Gas Line with 1 Gate Station 
• Alternative 3B - IP Gas Line with 1 Gate Station and 1 District Station 

Alternative 4 Aerial Gas Line Crossing 

Alternative 5 Peak Shaving Facility / Virtual Gas Line 
• Alternative 5A - Liquefied Natural Gas (LNG) 
• Alternative 5B - Compressed Natural Gas (CNG) 

Alternative 6 Overland Gas Line 
• Alternative 6A - Broadway and Gaglardi Way Corridor 
• Alternative 6B - Cape Horn Gate Corridor 
• Alternative 6C - Fraser Gate Corridor 
• Alternative 6D – Sperling Avenue Corridor 

 
 

6.1 Please explain whether FEI considered upgrading the existing trunk distribution system to 
increase the system capacity, including potential loop lines paralleling the existing system mains.  

6.1.1 If not, please explain why not. 

6.1.2 If yes, please describe any studies FEI conducted and provide the results of these 
assessments. 

6.1.3 If yes, please discuss whether FEI considered any alternative that included such 
upgrading of the existing trunk distribution system and why they were not pursued.  

 Reference: EVALUATION OF TRENCHLESS CROSSING OF THE FRASER RIVER  
Exhibit B-1, Section 4.3.2, p.29  
Technical Assessment 

On page 29, FEI states: 

FEI evaluated several options for a trenchless crossing of the Fraser River near the 
Pattullo Bridge, including three horizontal directional drill (HDD) alignments and other 
trenchless crossing methods. FEI engaged a drilling contractor as part of an early 
contractor involvement project delivery method to further assess these alternatives. All 
of the proposed sub alternatives were identified as not being constructible and had 
other technical issues and risks which could not be adequately addressed or cost 
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effectively mitigated using risk mitigation techniques. As a result, FEI determined that 
these alternatives were not feasible. 

7.1 Please describe the early contractor involvement process and associated time frame for 
contractor involvement in assessing the alternatives.   

7.2 Please elaborate on the drilling contractor’s relevant qualifications and experience. 

7.3 Please explain whether FEI engaged an independent engineering firm to assess the feasibility of 
the trenchless crossing alternatives. 

7.3.1 If confirmed, please describe the engineering firm’s relevant qualifications and 
experience. Please also provide the independent engineer’s scope of work on this 
project. 

7.3.2 If not, please explain why not. 

7.4 Please describe any assessments to determine the feasibility of the trenchless crossing 
alternatives, including engineering, geological and geotechnical studies and provide the results 
of these assessments. 

 Reference: EVALUATION OF ALTERNATIVES 6A, 6B AND 6C 
Exhibit B-1, Section 4.4.2, pp. 40-42  
Pipeline Design 

On page 40, FEI states, “the Broadway and Gaglardi Way Corridor option involves the installation of 
approximately 5 km of NPS 20 (508 mm) IP gas line in the City of Burnaby.” 
 
On page 41, FEI states, “the Cape Horn Gate Corridor option involves the installation of approximately 8 
km of NPS 20 IP gas line in the Cities of Coquitlam and Burnaby.” 
 
On page 42, FEI states, “the Fraser Gate Corridor option involves the installation of approximately 7 km 
of NPS 20 (508 mm) IP gas line starting at Fraser Gate Station in the City of Vancouver.” 
 
8.1 Please provide the  design capacity of the pipeline for each of these alternatives. 

8.1.1 Please explain FEI’s methodology for determining the design  capacity, detailing all 
assumptions made. 

8.1.2 Please also elaborate on the difference in design  capacity between alternatives, if 
any. 

8.2 Please describe the conceptual design for these alternatives in more detail, including the 
construction method(s) to be used as well as any design parameters that FEI used in its 
evaluation. 

8.3 Please explain how FEI determined the pipe diameter and design pressure for these alternatives. 

 Reference: EVALUATION OF ALTERNATIVES 6A, 6B AND 6C  
Exhibit B-1, Section 3.2, p.14; Exhibit B-1, Section 4.4.2, pp. 40-42 
Intermediate Pressure Pipeline 

On page 14, FEI states that the Pattullo Gas Line is a nominal pipe size (NPS) 20 distribution pressure 
(DP) pipeline. 
On page 40, FEI states, “the Broadway and Gaglardi Way Corridor option involves the installation of 
approximately 5 km of NPS 20 (508 mm) IP gas line in the City of Burnaby.” 
 
On page 41, FEI states, “the Cape Horn Gate Corridor option involves the installation of approximately 8 
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km of NPS 20 IP gas line in the Cities of Coquitlam and Burnaby.” 
 
On page 42, FEI states, “the Fraser Gate Corridor option involves the installation of approximately 7 km 
of NPS 20 (508 mm) IP gas line starting at Fraser Gate Station in the City of Vancouver.” 

 
9.1 Please explain in detail FEI’s rationale for selecting an IP pipeline to replace the existing DP 

pipeline.  

9.2 Did FEI consider using a DP pipeline for alternatives 6A, 6B and 6C? 

9.2.1 If not, please explain why not.  

9.3 Please describe the regulatory process and associated time frame for permitting an IP pipeline 
used by FEI in the Metro Vancouver area, from early consultation to commissioning, and 
compare this to the regulatory process for the same project if the pipeline were DP.   

9.3.1 Please also elaborate on the difference in pipeline rights of way (ROW) requirements, 
if any. 

9.4 Please describe the material specifications and construction methods for an IP pipeline used by 
FEI in the Metro Vancouver area, and compare these to the material specifications and 
construction techniques for the same project if the pipeline were DP.   

9.4.1 Please also elaborate on the difference in material and construction cost, if any.       

 Reference: EVALUATION OF ALTERNATIVES 6A, 6B AND 6C 
Exhibit B-1, Section 4.4.2, p. 44 
Schedule Impacts 

On page 44 the Application, FEI states: 

The following non-financial evaluation criteria were used to evaluate the three route 
corridors: 

1. Schedule Impacts: the ability to ensure the new system will be in-service to 
meet the MoTI schedule, impacted by several factors including: 

• Estimated timelines for meaningful engagement to obtain the necessary 
permit approvals required for project execution; and 

• Estimated timelines for construction with regard to municipal bylaws 
which restrict working hours, traffic management staging as required by 
the City, working in and around existing third party utilities and 
construction methodologies. 

10.1 Please provide the estimated timelines for engagement and construction and the overall 
schedule for each of the three route corridors. 

10.1.1 Please include any assumption FEI has made and the basis for the assumption. 

10.2 What construction techniques has FEI considered or could FEI consider to shorten timelines for 
permitting approval or construction? 

10.3 When evaluating the alternatives, please discuss whether FEI assessed the viability of removing 
the Pattullo Gas Line to meet MoTI’s schedule, in advance of the new system being in-service.  

10.3.1 If so, please discuss why this was not deemed to be viable and include a discussion on 
how the demand forecast informed this decision.  
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10.3.2 If not, please explain why not. 

 Reference: EVALUATION OF ALTERNATIVES 6A, 6B AND 6C 
Exhibit B-1, Section 4.4.2, p.43  
System Resiliency 

On page 43, FEI states: 

The replacement of FEI’s distribution system resiliency was not included as a criterion in 
the Overland Gas Line alternatives evaluation as all three route corridors would erode 
the existing system resiliency by requiring other major gate stations in the system to 
provide the capacity previously provided by the Pattullo Gas Line. Alternatives 6A and 
6C will shift the Pattullo Gas Line load onto Coquitlam Gate and Fraser Gate, 
respectively, consuming a portion of the available capacity in the Transmission pressure 
gas lines feeding these stations and the IP gas lines leaving these stations. Similarly, 
Alternative 6B erodes resiliency by either: 

- Consuming a portion of the transmission gas lines’ capacity feeding Coquitlam Gate, 
thereby effectively limiting the available supply from Coquitlam Gate station should 
Fraser Gate fail; or 

- Consuming a portion of the available capacity at the gas lines into or out of Fraser 
Gate should the Port Mann crossing supplying Cape Horn and Coquitlam Gate 
stations fail. 

11.1 How frequently (per annum) does FEI experience failures at these gate stations? 

11.2 Please categorize the reasons for these failures. 

11.3 What steps has FEI taken or could FEI take to reduce the risk of failure at these gate stations?  

11.4 Please provide the available capacity of the transmission pipelines feeding each gate station.  

11.4.1 Please explain FEI’s methodology for determining the available capacity, detailing all 
assumptions made. 

11.4.2 Please also elaborate on the difference in available capacity between transmission 
pipelines, if any. 

11.5 Please explain whether FEI has undertaken any assessments of system improvements to 
increase the capacity of the existing transmission system  feeding gate stations, including 
potential upgrades to compressors or pipelines. 

11.5.1 If yes, please describe the assessments undertaken and the assessment results. 

11.5.2 If not, please explain why not. 

11.6 Please provide information on the extent to which Alternative 6A limits the available capacity at 
Coquitlam Gate for both the current year and the end of the 20-year planning period. 

11.7 Please provide information on the extent to which Alternative 6C limits the available capacity at 
Fraser Gate for both the current year and the end of the 20-year planning period. 

11.8 Please provide information on the extent to which Alternative 6B limits the available supply at 
Coquitlam Gate should Fraser Gate fail and at Fraser Gate should the Port Mann crossing fail for 
both the current year and the end of the 20-year planning period. 

11.9 Please describe the extent to which each Overland Gas Line alternative provides full system 
resiliency in the 20-year planning period. 
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11.9.1 In your response, please include a table showing for each Overland Gas Line 
alternative the number of days in a year where full resiliency is not achieved over the 
next 20 years. 

 Reference: EVALUATION OF ALTERNATIVES 6A, 6B AND 6C 
Exhibit B-1, Section 1.1, p. 3; Section 4.4.2.2, p. 45 
Evaluation of Alternatives 

On page 3 of the Application, FEI states:  

• FEI’s alternatives analysis of available overland gas line route options based on 
“apples to-apples” Class 5 estimates shows that the route through the City of 
Burnaby has the lowest rate impact, in addition to be being the only option that can 
be constructed in time to meet the Project schedule. As such, a more defined level 
of Project cost is not needed for the analysis of project alternatives. 

12.1 Please discuss what the cost, effort and timing of obtaining a Class 4 cost estimate would be for 
each of the alternatives.  

12.2 Please discuss how variations within the class 5 cost estimate range can impact the financial 
scores of the alternatives. Include examples illustrating the impact at the extremes of the cost 
range. 
 

On page 45 of the Application, FEI states:  

The following financial criterion was used to evaluate the three route corridors: 

1. Levelized Delivery Rate Impact: Ability for an alternative to be completed with the 
lowest possible delivery rate impact over the approximate financial life of the asset 
(i.e., 73-year analysis period) for the PGR Project. Alternatives that minimize the 
levelized delivery rate impact to FEI’s non-bypass customers score the highest. 
[Emphasis retained] 

12.3 Please provide the useful life and depreciation rate(s) FEI proposes to use in its revenue 
requirements for the PGR Project.  

12.4 Please provide the remaining useful life of the surrounding system and explain if its condition 
will in any way impact the PGR Project.  

Further on page 45 of the Application, FEI states:  

These cost estimates were based on information available in March 2020, and are 
considered to be AACE Class 5 estimates. The cost estimates were benchmarked against 
the LMIPSU Project [Lower Mainland Intermediate Pressure System Upgrade Projects 
(LMIPSU]. The LMIPSU Project is a particularly relevant benchmark, as it was recently 
completed and faced similar urban construction challenges that would be expected for 
the three overland routes considered for the PGR Project. For a fair comparison, future 
replacement costs in terms of sustainment capital over the 73-year analysis period for 
each Overland Gas Line alternatives are included.  

12.5 Please clarify if the cost estimates of the alternatives will be updated to reflect more recently 
available information. If not, please explain why not.  

12.6 Please comment on the similarities and differences in project scope between the PGR Project 
and the LMIPSU Project.  
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12.7 Please provide the level of accuracy used for the LMIPSU Project cost estimate and its 
alternatives.  

12.7.1 If different from the PGR Project, please explain why.  

12.7.2 If different, please explain how the PGR Project cost estimates can be benchmarked 
to the LMIPSU project costs. 

12.8 Please provide a breakdown of the forecast and actual LMIPSU Project costs and comment on 
the significant variances and construction challenges faced with the LMIPSU Project.  

 Reference: EVALUATION OF OVERLAND GAS LINE ALTERNATIVE 
Exhibit B-1, Section 4.4.1.4, p. 42  
Alternative 6D – Sperling Avenue Corridor 

On page 42 FEI states: 

At the time of filing this Application, FEI is investigating the feasibility of Alternative 6D. 
FEI will provide a description of this route in an evidentiary update, after it has 
consulted with the City of Burnaby and other stakeholders. 

13.1 Please confirm, or otherwise explain, that FEI intends to provide an evidentiary update to the 
Alternative Evaluation section of the Application. 

 
C. PROJECT COST ESTIMATE 

 Reference: PROJECT COSTS 
Exhibit B-1, Section 1.1, p. 2;  
Exhibit B-6 (Evidentiary Status Update), p. 2; Appendix A, p. 1 
Work to be Completed Prior to Expected CPCN 

On page 2 o the Application, FEI states:  

In order to meet the stringent Project schedule requirements driven by the Province’s 
Pattullo Bridge Replacement Project, FEI must initiate the detailed design and 
procurement of long lead material items in the first quarter of 2021. 

14.1 Please provide a breakdown and detailed description of the proposed work to be completed and 
materials to be procured prior to the expected CPCN decision. Include all associated costs.   

14.2 In a scenario where the CPCN is not granted for the Pattullo Gas Line Replacement Project (PGR 
Project) please clarify who will bear the risk(s) of any project costs incurred (FEI’s shareholder or 
customers).  If customers, please explain why and provide the estimated rate increase.  

 
FEI provided, in Appendix A to the Evidentiary Update Status, a letter from the City of Burnaby indicating 
that council supported the fourth route option along the Sperling Route corridor. 
On page 2 of the Evidentiary Update Status, FEI states:  

…FEI has continued to progress the engineering designs for the Gaglardi Route in the 
event that a route in the Sperling Route corridor is determined to be not feasible or not 
FEI’s preferred route. 

FEI will be completing its assessment of the feasibility of the Sperling Route corridor, 
including further consultation and other work needed to complete its Application in the 
coming weeks. 
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14.3 Please comment on how the City of Burnaby’s support for the fourth route option along the 
Sperling Route corridor impacts the proposed work to be completed prior to the expected CPCN 
decision.  

 Reference: PROJECT COSTS 
Exhibit B-1, Section 1.1, p. 3 
Project Definition 

On page 3 of the Application, FEI states: 

…[I]n order to commence the regulatory review process and meet the Project schedule, 
in the evidentiary update FEI will be providing the PGR Project cost estimate at an AACE 
Class 4 level of project definition. While the BCUC’s CPCN guidelines prescribe an AACE 
Class 3 level of estimate, FEI believes a Class 4 level of estimate is sufficient in this case, 
given that: 

- FEI will have undertook additional preliminary constructability and other site 
reviews to better define the Project scope than is ordinarily completed for a Class 4 
cost estimate. 

- The Project budget will include a contingency estimate, determined through a 
comprehensive risk identification process, detailed qualitative assessment and a risk 
quantification analysis using the latest revision of AACE International Recommended 
Practices. 

15.1 Please discuss what the cost, effort and timing of obtaining a Class 3 cost estimate would be for 
the PGR Project and comment on the regulatory efficiencies of providing a Class 4 cost estimate. 

15.1.1 As comparison, please provide the cost, effort and time required to develop the Class 
4 cost estimate for the PGR Project.  

15.2 Please discuss in detail FEI’s internal cost estimating practices for capital projects. Please provide 
any supporting policies, guidance documents or procedures as appropriate. 

15.3 Please provide the level of cost estimate that will be used for internal budget approval of the 
PGR Project. If different from that to be provided to the BCUC as part of the Evidentiary Update, 
please discuss why. 

15.3.1 Please specify the FEI personnel that are / will be responsible for providing internal 
authorization of the anticipated cost estimate for the PGR project.  

15.4 Please elaborate on the additional preliminary constructability and other site review that 
was/will be undertaken to better define the scope of the PGR Project. Please comment on how 
this extra work aligns with the AACE guidelines for the degree of accuracy in the cost estimate.  

15.5 Please discuss the risks and uncertainties that will be addressed by the anticipated cost 
estimate.  

15.6 Please clarify whether FEI conducted, or will conduct, a formal risk analysis and/or a Monte 
Carlo analysis of the project in an effort to determine the appropriate contingency. If not, why 
not.  

15.7 Considering FEI undertook steps to better define the scope of the projects and applied a 
comprehensive risk identification process, please discuss how this impacts the anticipated 
contingency amount and explain how the contingency will be determined.  

15.7.1 Please explain whether the contingency will be refined from a Class 4 cost estimate 
to better reflect the additional work completed or anticipated to be completed. If 



FEI Pattullo Gas Line Replacement Project CPCN BCUC IR No. 1 12 of 16 

not, why not? 

15.8 Please explain whether in addition to a contingency FEI anticipates maintaining a capital reserve 
fund, or similar, for the PGR Project.  

15.8.1 If so, please provide the expected size of the project reserve and explain how it was 
determined. 

15.8.2 If so, please clarify the authorizations that would be required to access any project 
reserve.   

15.8.3 In a scenario where project costs exceed the anticipated budget, including the 
project reserve as applicable, please explain how this will be addressed.  

15.9 Please clarify if there are or are expected to be any contributions in aid of construction, grants 
or other funding, or credits related to the PGR Project. If yes, please specify the anticipated 
source(s) and amounts.  

15.10 Please confirm, or explain otherwise, that the allocation of costs will be in accordance with 
Generally Accepted Accounting Principles (GAAP).  

Further on page 3 of the Application, FEI states that “[w]hile a Class 4 estimate has a wider accuracy 
range than a Class 3 estimate, only prudently incurred costs may be recovered from customers in rates 
in any case 
 
15.11 Please explain if prior to the PGR Project being added to rate base it is FEI’s intent to file with 

the BCUC a complete breakdown of the final costs of PGR Project with a comparison to the cost 
estimates to be provided in this Application, and an explanation of all material cost variance.   

 Reference: PROJECT COSTS 
Exhibit B-1, Section 1.2.4, p. 7 
Pattullo Gas Line Removal Costs 

On page 7 of the Application, FEI states the “Project cost estimate will be provided in as-spent dollars 
including the Allowance for Funds Used During Construction (AFUDC) and cost of removal of the Pattullo 
Gas Line.” 
 
16.1 Please provide the undepreciated capital costs and estimated remaining useful life for the 

Patullo Gas Line at the time it is expected to be removed from service. Please break down by 
individual asset, or asset class, as appropriate.  

16.1.1 Please explain the proposed regulatory accounting treatment for the undepreciated 
capital costs and the estimated annual rate impact for FEI’s existing customers. 

16.2 Please explain whether FEI expects any asset gains or losses upon the retirement of the Pattullo 
Gas Line.  

16.2.1 If yes, please discuss how the asset gains or losses will be recorded for regulatory 
accounting purposes and the estimated annual rate impact for FEI’s existing 
customers.  

16.3 Please confirm, or explain otherwise, that the estimated cost for asset retirement, including but 
not limited to decommissioning, dismantling and removing the Pattullo Gas Line, will be 
included in the project cost estimate.  

16.4 Please discuss whether FEI is responsible for all asset retirement activities, including but not 
limited to decommissioning, dismantling and removal costs, related to the Pattullo Gas Line.   

16.4.1 If not, please provide the party(ies) that also bear responsibility and provide a 
breakdown of the estimated costs borne by each of the parties.  
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 Reference: ACCOUNTING TREATMENT 
Exhibit B-1, Section 1.3.2, p. 8; Exhibit B-6 (Evidentiary Status Update), p. 2; Appendix 
A, p. 1 
Pacific Northern Gas Ltd. 2013 Revenue Requirements Application – Order G-114-13 
and accompanying Decision, Section 6.4, p. 44.   
PGR Application and Development Costs deferral account 

On page 8 of the Application, FEI states:  

Pursuant to sections 59 to 61 of the UCA [Utilities Commission Act], FEI requests 
approval of a deferral account, entitled the “PGR Application and Development Costs”, 
to capture the costs of the Application and the costs of developing the PGR Project prior 
to approval of the Application. The Application costs will include expenses incurred by 
FEI for the development of the Application for filing, and the regulatory review process 
such as legal fees, BCUC costs, hearing costs and BCUC-approved intervener costs, a 
forecast of which is provided in the Application. The Project Development costs include 
expenses for Project management, engineering, and consultants for assessing the 
potential design and alternatives. 

The Application and Development costs are recorded in the proposed non-rate base 
deferral account on a net-of-tax basis until January 31, 2020 attracting FEI’s weighted 
average cost of capital (WACC) and will be transferred to rate base on January 1, 2021 
with a three-year amortization period. The balance of the Application and Development 
Costs deferral account is $2.85 million. [Emphasis added] 

17.1 Please confirm, or explain otherwise, that FEI intends to record application and development 
costs in the proposed non-rate base deferral account until January 31, 2020.   

17.2 Please confirm, or explain otherwise, that FEI intends to transfer the application and 
development costs from a non-rate base deferral account to rate base on January 1, 2021.   

17.3 Please confirm, or explain otherwise, that FEI requires approval of the proposed deferral 
account prior to the BCUC’s decision on the Certificate of Public Convenience and Necessity 
(CPCN) for the PGR Project.   

17.3.1 If confirmed, please specify by when FEI requires approval.  

17.3.2 If confirmed, please provide responses to the remainder of the information requests 
in this sub-section. 

17.3.2.1 Please provide the forecast balance of the proposed deferral account at 
December 31, 2020.  

17.3.2.2 Please provide a breakdown and detailed description of the proposed 
application and project development costs to be deferred.  

17.3.2.3 Please clarify why January 1, 2021, is selected as the amortization start date 
for the proposed deferral account.   

17.3.2.4 Please explain why FEI is requesting a three-year amortization period for the 
PGR Application and Development Costs deferral account. 

17.3.2.4.1 As part of the above response, please explain 
whether FEI considered alternative amortization 
periods and why these alternatives were ultimately 
rejected.  

17.3.2.4.2 Provide the cumulative financing costs and impact 
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to customer delivery rates based on an amortization 
period of one, three and five years.  

17.3.2.5 Please confirm that only project costs that are otherwise required to be 
expensed as incurred under US GAAP will be recorded in the proposed 
deferral account. If not, please explain why not and breakdown the forecast 
project costs proposed to be deferred based on how they are otherwise 
recorded for accounting purposes.   

17.3.2.6 Under a scenario where the BCUC does not approve FEI’s request for deferral 
treatment to the application and development costs, please explain how the 
costs would be treated. 

In the FortisBC Inc. 2012-2013 Revenue Requirements Application (RRA) Decision (FortisBC Decision)1, 
the BCUC established guiding principles for the treatment of deferral accounts, which were 
subsequently referenced in the Pacific Northern Gas Ltd.’s 2013 RRA Decision2 and summarized below: 

(a) When determining the length of an amortization period for a deferral account, the 
key factors to consider are the benefits of rate smoothing, the length of time where 
there is direct value related to the item being amortized, and the increased costs 
that longer amortization periods impose on ratepayers due to the accumulation of 
financing charges. 

(b) Deferral accounts are regulatory assets, not true capital assets; therefore, it is more 
appropriate for deferral accounts for non-capital items to earn an interest rate of 
return, not a rate base rate of return. 

(c) For deferral accounts for non-capital items which are amortized beyond one year, 
the appropriate return is the utility’s Weighted Average Cost of Debt (WACD). For 
deferral accounts for non-capital items which are amortized over a period of one 
year or less, the appropriate return is the utility’s short term interest cost. 

(d) For deferral accounts related to capital, the appropriate return is the utility’s 
Weighted Average Cost of Capital (WACC). 

17.3.2.7 Considering the above guiding principles, please explain why an interest rate 
at FEI’s WACC, rather than FEI’s WACD, is proposed for the PGR Application 
and Development Costs deferral account.  

17.3.2.8 Please identify the relevant factors from FEI’s perspective that should be 
considered in determining the appropriate interest rate for the proposed 
deferral account.  

17.3.2.9 If FEI were directed to apply a WACD interest rate to the proposed deferral 
account, please discuss if this would result in a different accounting 
treatment for regulatory accounting purposes as compared to financial 
reporting.  

17.3.2.10 Does FEI consider that applying a WACC interest rate to application and 
development costs is permitted under US GAAP. Please explain why or why 
not, with reference to the relevant factors that should be considered and the 

 
1 FortisBC Inc. - Application for Approval of 2012-2013 Revenue Requirements and Review of 2012 Integrated System Plan – 
Order G-110-12 and accompanying Decision, Executive Summary, p. 5.    
2 Pacific Northern Gas Ltd. (PNG West Division) 2013 Revenue Requirements Application – Order G-114-13 and 
accompanying Decision, Section 6.4, p. 44.   
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applicable US GAAP section.  

17.3.2.11 Please clarify why the deferral account will be transferred to rate base. 

 
FEI provided in Appendix A to the Evidentiary Update Status a letter from the City of Burnaby indicating 
that council supported the fourth route option along the Sperling Route corridor. 
 
On page 2 of the Evidentiary Update Status, FEI states:  

…FEI has continued to progress the engineering designs for the Gaglardi Route in the 
event that a route in the Sperling Route corridor is determined to be not feasible or not 
FEI’s preferred route. 

FEI will be completing its assessment of the feasibility of the Sperling Route corridor, 
including further consultation and other work needed to complete its Application in the 
coming weeks. 

17.3.2.12 Please comment on how the City of Burnaby’s support for the fourth route 
option along the Sperling Route corridor impacts the forecast balance of the 
proposed deferral account and/or the timing of when FEI proposes to 
commence amortization of the deferral account.  

17.3.2.12.1 Please provide any revisions to the forecast balance 
and transfer date as applicable.  

 

D. CONSULTATION 

 Reference: CONSULTATION SUMMARY 
CPCN Guidelines, p. 6; Exhibit B-3, Section 2.7, p. 10 
CPCN Guidelines 

The Public Consultation section of the CPCN Guidelines includes the following requirements: 

(i) Overview of the community, social and environmental setting in which the project 
and its feasible alternatives will be constructed and operated, and of the public who 
may be directly impacted by the project and its feasible alternatives.  

ii) Description of the information and consultation programs with the public, including 
the organizations, agencies and individuals consulted, the information provided to these 
parties, and a chronology of meetings and other communications with members of the 
public and their representatives. This includes consultation with both the public who 
may be directly impacted by the project and the public that may experience impacts on 
their rates and service. (emphasis added) 

Page 10 states: 

FEI also plans to send a bill insert to all natural gas customers in the coming months 
upon determination of the Project scope. ... FEI will also place an advertisement on FEI’s 
accounts online portal, which is visited by about 360,000 customers each month to pay 
a bill. These communications directly inform customers of the Project, including how to 
provide feedback and of the expected impact to rates. The Project website, email 
address and phone number will be maintained as an easy-to-access way for local 
customers, local stakeholders, and the broader public to provide FEI with feedback on 
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the proposed routes. 

18.1 Please discuss which section(s) of the Application or Exhibit B-3 provides an overview of the 
community, social and environmental setting as outlined by the CPCN guidelines. If an overview 
is not included, please confirm that this will be included in the December evidentiary update. 

18.2 Please discuss if FEI has established what service interruptions are expected for either the 
Sperling or Gaglardi Routes, and what plans are in place to communicate these interruptions 
and identify those who will be affected. 
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	17.0 Reference: ACCOUNTING TREATMENT Exhibit B-1, Section 1.3.2, p. 8; Exhibit B-6 (Evidentiary Status Update), p. 2; Appendix A, p. 1 Pacific Northern Gas Ltd. 2013 Revenue Requirements Application – Order G-114-13 and accompanying Decision, Section ...
	17.1 Please confirm, or explain otherwise, that FEI intends to record application and development costs in the proposed non-rate base deferral account until January 31, 2020.
	17.2 Please confirm, or explain otherwise, that FEI intends to transfer the application and development costs from a non-rate base deferral account to rate base on January 1, 2021.
	17.3 Please confirm, or explain otherwise, that FEI requires approval of the proposed deferral account prior to the BCUC’s decision on the Certificate of Public Convenience and Necessity (CPCN) for the PGR Project.
	17.3.1 If confirmed, please specify by when FEI requires approval.
	17.3.2 If confirmed, please provide responses to the remainder of the information requests in this sub-section.
	17.3.2.1 Please provide the forecast balance of the proposed deferral account at December 31, 2020.
	17.3.2.2 Please provide a breakdown and detailed description of the proposed application and project development costs to be deferred.
	17.3.2.3 Please clarify why January 1, 2021, is selected as the amortization start date for the proposed deferral account.
	17.3.2.4 Please explain why FEI is requesting a three-year amortization period for the PGR Application and Development Costs deferral account.
	17.3.2.4.1 As part of the above response, please explain whether FEI considered alternative amortization periods and why these alternatives were ultimately rejected.
	17.3.2.4.2 Provide the cumulative financing costs and impact to customer delivery rates based on an amortization period of one, three and five years.
	17.3.2.5 Please confirm that only project costs that are otherwise required to be expensed as incurred under US GAAP will be recorded in the proposed deferral account. If not, please explain why not and breakdown the forecast project costs proposed to...
	17.3.2.6 Under a scenario where the BCUC does not approve FEI’s request for deferral treatment to the application and development costs, please explain how the costs would be treated.
	17.3.2.7 Considering the above guiding principles, please explain why an interest rate at FEI’s WACC, rather than FEI’s WACD, is proposed for the PGR Application and Development Costs deferral account.
	17.3.2.8 Please identify the relevant factors from FEI’s perspective that should be considered in determining the appropriate interest rate for the proposed deferral account.
	17.3.2.9 If FEI were directed to apply a WACD interest rate to the proposed deferral account, please discuss if this would result in a different accounting treatment for regulatory accounting purposes as compared to financial reporting.
	17.3.2.10 Does FEI consider that applying a WACC interest rate to application and development costs is permitted under US GAAP. Please explain why or why not, with reference to the relevant factors that should be considered and the applicable US GAAP ...
	17.3.2.11 Please clarify why the deferral account will be transferred to rate base.
	17.3.2.12 Please comment on how the City of Burnaby’s support for the fourth route option along the Sperling Route corridor impacts the forecast balance of the proposed deferral account and/or the timing of when FEI proposes to commence amortization o...
	17.3.2.12.1 Please provide any revisions to the forecast balance and transfer date as applicable.




	D. CONSULTATION
	18.0 Reference: CONSULTATION SUMMARY CPCN Guidelines, p. 6; Exhibit B-3, Section 2.7, p. 10 CPCN Guidelines
	18.1 Please discuss which section(s) of the Application or Exhibit B-3 provides an overview of the community, social and environmental setting as outlined by the CPCN guidelines. If an overview is not included, please confirm that this will be include...
	18.2 Please discuss if FEI has established what service interruptions are expected for either the Sperling or Gaglardi Routes, and what plans are in place to communicate these interruptions and identify those who will be affected.




