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CAARS 

VANCOUVER, B.C. 

February 3rd, 2016 

 (PROCEEDINGS RESUMED AT 9:02 A.M.) 

THE CHAIRPERSON:   Okay.  All right.  We'll begin now. 

  Good afternoon and welcome to all, to the 

streamlined review of FortisBC Energy Inc.'s 

application for approval of the Biomethane Energy 

Recovery Charge, the BERC rate, Methodology.  My name 

is Dave Morton, and I'm the Panel Chair.  My co-Panel 

members are Karen Keilty and Howard Harowitz.   

  In a few moments I'll go around the table 

and ask you all to introduce yourselves. 

  Streamlined review process is intended to 

review, in a relatively informal manner, applications 

that appear to lend themselves to an expedited review, 

while still providing procedural fairness, public 

participation, and transparency.  While the process 

isn't as formal as an oral hearing, it will be 

transcribed.   

  As you are all aware, FEI has responded to 

a single round of IRs, and an additional set of IRs 

from the Commission.  And today is the opportunity for 

interveners, Commission Staff, and Commissioners to 

ask any further questions that have arisen from these 

responses.  
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  Following introductions, Fortis will give a 

brief presentation and after that we will go around 

the table and give everyone an opportunity to ask 

their questions.  During the Q&A, when asking or 

answering a question, please start by stating and 

spelling your name, so that the transcribers can 

accurately attribute your comments.   

  Following the question period, we'll take a 

break -- but we may take a break before that, 

depending on how things flow.  In any event, we'll 

take a break following the last Q&A period to allow 

FEI time to prepare its final submission, if in fact 

it's still prepared to do -- to make that presentation 

at that point.   

  So we'll start now, and I'll start down at 

the -- at FEI's end of the table, and we'll go around 

the table.  Please introduce yourself, say who you're 

representing, and spell your name, please.  And then 

when we're finished with the introductions, if Fortis 

can start its presentation.   

MS. BEVACQUA:   Ilva Bevacqua, B-E-V-A-C-Q-U-A, FortisBC.   

MS. HILL:   Song Hill, last name H-I-L-L.  FortisBC.   

MR. NOEL:   Brian Noel, N-O-E-L.  FortisBC.   

MS. CARMAN:   Michelle Carman, C-A-R-M-A-N, FortisBC.   

MR. BYSTROM:   Chris Bystrom, B-Y-S-T-R-O-M, counsel, 

FortisBC.   
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MR. WOLFE:   Jason Wolfe, W-O-L-F-E, FortisBC.   

MR. GRAMM:   Scott Gramm, G-R-A-M-M, FortisBC.   

MS. BRAITHWAITE:   Tannis Braithwaite, B-R-A-I-T-H-W-A-I-

T-E, I am with the B.C. Public Interest Advocacy 

Centre, and we're counsel for community groups known 

as BCOAPO.   

COMMISSIONER HAROWITZ:   Howard Harowitz, Commissioner.   

THE CHAIRPERSON:   Dave Morton, M-O-R-T-O-N, Panel member, 

Commissioner.   

COMMISSIONER KEILTY:   Karen Keilty, Commissioner.   

MR. MILLER:   Paul Miller, M-I-L-L-E-R, Commission 

counsel.   

MS. MARR:   Cathy Marr, manager of energy supply at the 

B.C. Utilities Commission.  It's Cathy with a "C", and 

M-A-R-R.   

MR. CHEUNG:   Leon Cheung, C-H-E-U-N-G, Commission Staff.   

MS. SHARPE:   Laura Sharpe, S-H-A-R-P-E, Commission Staff.   

MS. SUE:   Suzanne Sue, S-U-E, Commission Staff.   

MR. CHONG:   Doug Chong, C-H-O-N-G, Commission Staff.   

MR. CRAIG:   David Craig, C-R-A-I-G, with the Commercial 

Energy Consumers.   

MR. WEAFER:   Chris Weafer, W-E-A-F-E-R, counsel to the 

Commercial Energy Consumers.   

MR. ANDREWS:   Bill Andrews, A-N-D-R-E-W-S, counsel for 

the B.C. Sustainable Energy Association and Sierra 

Club B.C.   
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MR. HACKNEY:   Thomas Hackney, H-A-C-K-N-E-Y, representing 

the B.C. Sustainable Energy Association and the Sierra 

Club B.C.  

Proceeding Time 9:06 a.m. T3/4 

THE CHAIRPERSON:   Please go ahead. 

MR. WOLFE:   All right, hello, can everyone hear?  Does 

that work? 

  Thank you, everyone, for attending today.  

As you heard, my name is Jason Wolfe from FortisBC.  

I’m the Director of Energy Solutions and today, along 

with Michelle Carman, we will be presenting and I 

heard the word "brief" for our presentation so I’ll 

try to keep it brief.  But we thought it would be 

useful just to bring everyone up to speed a little 

bit, just to make sure everyone was on the same page.  

I do see a lot of familiar faces, so I know people are 

quite familiar with the program, but just a little 

background might get us all on the same page.  And if 

you have questions during the presentation, please ask 

them at that time or you can hold them if you want.  

Whatever works best for you.   

  So just going back a little ways, this 

program is a number of years old.  It started as a 

trial and then in 2013 it became a permanent program.  

When the program was initially put in, there are two 

real drivers for that.  One was provincial policy at 
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that time, looking for cleaner solutions, cleaner 

energy solutions, the implementation of the Clean 

Energy Act.  And then also consumer interest in having 

a product that was renewable, had a lower GHG profile.  

And so we developed the RNG program and it was then 

and it still is now voluntary for customers to enroll 

in that program.   

  It fits within our portfolio various 

different offerings.  We have renewable natural gas, 

we have commodity choice, another voluntary program.  

We have our tariffs which, depending on your rate 

class, you can choose what tariff applies to you, at 

least in the commercial industrial side.  So these are 

all a lot of voluntary things -- or programs that help 

our customers have the service that meets their needs.  

And RNG fits in with that. 

  Today we are talking about the application 

where we propose some changes, and the changes we 

consider to be fairly minor in that we wanted them to 

be fairly consistent with the program as is and lead 

to as little disruption as possible.  And so what 

we’ve asked for is that a change in the BERC rate, the 

Biomethane Energy Recovery Charge, and some change in 

mechanics of transfers.  I’ll primarily talk to a bit 

of the program and then I will hand it over to 

Michelle who will get into some more details, 
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especially on the transfer mechanisms.   

  So today then, the presentation will go 

over these points.  I don’t need to read those out, 

but a bit of an introduction, a bit more of the 

application, what we’ve asked for.  And then the last 

area, the areas of key interest, we noted a number of 

areas in our IR responses that seemed to be of more 

interest than others, more IRs, and so we have 

addressed some of that in here and that might answer 

some questions that are on people’s minds.   

Proceeding Time 9:10 a.m. T05 

  As we noted in the application, and then 

also in the IRs, the purpose of the application is to 

encourage the voluntary participation, and by that the 

reduction in the BERC we believe will help with that.  

But encourage the voluntary participation in the 

program while moderating the financial impact to non-

RNG customers.  So, the structure of the application 

and what we've proposed today, and throughout the 

application, was such that we think that that will 

result in the greatest uptake of voluntary customers 

willing to pay that premium for RNG, which will then 

mitigate the impact of the program on the non-RNG 

customers.   

  And this helps address those current 

challenges that we've outlined here, the reduced 
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customer additions that we've seen, the drops, the 

growing premium of RNG over natural gas, both from the 

BERC rate and the mechanisms there, but also the 

dropping price of natural gas.  And also our desire to 

try to attract longer-term customers, because to the 

extent we can do that, that gives us a certain amount 

of security.   

  Just very high-level here, because I'll go 

into more detail as we go on, and I think everyone is 

fairly familiar, we sought a rate -- a new rate for a 

BERC, which is a premium over a CCRA rate.  All the 

rate schedules stay the same.  There is no changes to 

them other than the number that goes in place for the 

BERC.  Large-volume customers would have a discount 

and a separate tariff supplement, and I'll get into 

that in a bit.  And then the reporting, rather than 

quarterly it would be annual.  And the accounting 

mechanisms are somewhat complex, but we have a way 

that we think that that will work with our approvals, 

and Michelle will go into some detail on that.   

  So just the program itself.  What is 

biogas, what is RNG?  All these things, a quick 

refresher on what it is for folks.  Raw biogas.  So 

first off, it's not called RNG yet, it's just raw 

biogas, and it's a byproduct of agriculture waste, of 

food waste, of landfills.  And that's taken out, and 
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something needs to be done to it, because as you can 

see there, the methane content is much lower than 

what's in our pipes.  So it needs to be upgraded.   

  Goes through an upgrader, takes out all the 

other gases and other components in that raw biogas.  

And then it has to go into the FEI system somehow, and 

to do that we need to monitor, odorize, measure the 

quantity of the gas.  And then it can go into our 

system.  And at that point it meets the pipeline 

specs, so it's at the heat content and the quality of 

the gas that's already in the system.   

  At that point, we call it RNG.  It's no 

longer raw biogas, because it can be -- it's a 

replacement of a gas that's in the system.  And then 

people can purchase it for their home, their business, 

and use it in various different levels of quantity to 

meet their needs.   

  And all those costs, and all those 

revenues, are captured in the BVA, the biomethane 

variance account.   

  In developing our application, we had some 

guiding principles that helped steer us into the 

application that you see in front of you and the IR 

responses.  And the main thing was, we still wanted a 

continuance of the voluntary nature of the program, 

because we do have customers that want that.  And so 
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there are some options that we have presented and 

we'll get into those.  But in this, we wanted to make 

sure customers still had the option to buy biomethane 

or RNG in the quantity they desired, and do that on a 

voluntary basis.  We still wanted the costs to be 

recovered from those voluntary customers to the extent 

possible, and with the BERC rate where it's at, it was 

getting too high, and we saw some drop-offs.  And so 

the recoveries would start going down if customers 

leave the system. 

  So to the extent that we can have a BERC 

rate that attracts the highest number of customers and 

the highest volume, that will maximize the recoveries.   

Proceeding Time 9:15 a.m. T6 

  Consistency with the existing program.  And 

so there were a number of alternatives that a lot of 

those alternatives were ones that would change the 

nature of the program.  And while they are feasible, 

many of those are feasible, we thought and we felt 

that if it could be consistent with the existing 

program, it would limit the amount of reeducation that 

would have to be done with consumers and it would be 

easier to implement, and we’ll get into those details. 

  And lastly the potential rate impact to 

non-RNG customers should be minimized, and that goes 

with the costs recovered from voluntary customers.  
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But to the extent that we can sell more to those 

voluntary customers, the rate impact to the non-RNG 

customers is mitigated.   

  So at the end of the day after we’d gone 

through our analysis, we determined that from a 

customer’s standpoint a way to create a rate was to 

base it against the existing commodity rate.  

Customers are somewhat familiar, I suppose if you 

actually listen to the calls from our contact centre 

they’re not entirely familiar with how our bill works, 

but generally they do understand there’s a commodity 

component, and basing the RNG price off that or as a 

comparator was a good starting place.  And therefore 

it still uses the existing schedules and customers can 

compare the RNG price to the commodity price.   

  The premium, which I’ll get into the next 

slide a little more, of $7.00 was based upon evidence 

of drops in ads and what might be the level that’s 

optimum for customers to pay.  So not too high, not 

too cold, sort of a Goldilocks level where we think 

the customer uptake will be the highest.   

  For the long-term customers a bit of a 

discount there, just because they’re taking a 

significant volume but they are also committing for a 

long time.  And that gives us a certain security of 

uptake in the program and reduces the need to 



FEI BERC Rate Methodology 
Streamlined Review Process - Volume 2  Page:  41 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

administer and market to those customers.   

  In the transfer mechanisms, as you see 

there, it uses the principles outlined in Order G-210-

13, but also it reduces the risk of growth in the BVA.  

And we wanted to make sure that that BVA did not 

increase exponentially but that we had a mechanism to 

move those dollars out of there into rates.   

  So I talked about the premium and why 

$7.00, and we’ve answered a number of IRs on this I 

know.  Some of them are referenced at the bottom 

there.  We looked at, first, what was a customer’s 

reaction to various changes in prices?  And that’s 

what this chart shows is their reaction.  And when the 

price was around the $7.00 as you see in the dotted 

line there, there is more consistent monthly net adds, 

and so that’s a combination in drops and new 

customers.  Once the premium exceeded that, it started 

to go up in steps there, you see a change in that the 

net adds drop and in some cases become negative.  So 

that was our first signal that perhaps $7.00 might be 

the right number.   

  We then also did some surveys of customers 

and you again saw that in the IRs and we mentioned the 

$6.00 premium per month, which if you do the 

calculation based upon the number of GJs works out to 

approximately $8.00.  And that’s what customers said 
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to us, those that we surveyed, they would be willing 

to pay.  Their actual reaction to the price seemed to 

be more in line with 7 than the $8.00.  The $8.00 is 

what they told us would meet their needs. 

  And then lastly we did look at other 

programs around North America, and there’s a variety 

of prices, and certainly where we are currently was 

one of the highest priced ones.  Dropping it down to 7 

it’s still on a higher end of that, but given the 

evidence here about customer adds and drops, $7.00 to 

us still seems like the right number.   

  So the long-term agreement.  The best way 

to look at this is really along the lines of 

agreements that we already have in place which we call 

the bypass agreements or tariff supplements.  And so 

we recognized that there already is a rate schedule 

where customers can buy in more volume, 11(b).  But 

what we could do is create a tariff supplement for 

that.  And we had a lot of questions on that and we 

included that in our IR responses last night, kind of 

a straw man of what that tariff supplement might look 

like. 

  And as you can see here there’s the minimum 

term, there’s the volume, the 500 gigajoules.  But the 

tariff supplement really, the keys on that would be 

the termination provisions and what that is.  If a 



FEI BERC Rate Methodology 
Streamlined Review Process - Volume 2  Page:  43 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

customer terminates early are there penalties?  And 

those are things that we have to work out with the 

customers still.  But the tariff supplement would 

really show that the customer is committing to a 

certain volume over a certain length of time.  All the 

language in 11(b) still applies, and the termination 

provisions would be specific to that customer.  

  Yes, Bill? 

  Proceeding Time 9:20 a.m. T07 

MR. ANDREWS:   Yeah, Bill Andrews.  Can you give us an 

update on the prospects for take-up on the long-term 

agreement concept?   

MR. WOLFE:   Right.  We had in the application a number of 

customers that -- we identified a few.  Right now 

we're working with one that we've started to move 

forward those terms, and that's UBC, which was noted 

in the IRs.  And the template that we provided 

yesterday in those IRs is what we've been working with 

so far with UBC.  Some of the -- we didn't include all 

the information in there yet because that's still in 

negotiation.  But UBC is moving along, and we're 

hopeful that if we get the approvals in this 

application, that that tariff supplement will come 

shortly thereafter.   

MR. ANDREWS:   Thank you.   

MR. WOLFE:   So key areas of interest, other than what we 
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asked for in the application, these are things that 

came out in the IRs.  And we thought we would just 

touch on some of them.  I'll just start off the 

customer education awareness and spending, hand it 

over to Michelle, who will go into the other two 

topics.   

  So the first area, education awareness and 

spending, and I know there is -- there may be some 

confusion, because we've talked about marketing, we've 

talked about education awareness and spending.  So 

just terminology-wise, we've shifted back and forth.  

But perhaps if I can clear that up, off the start.  

Marketing is really everything a company does to 

acquire and keep customers and sell their product.  

It's quite broad.  In the context of this application, 

though, the primary marketing activities are about 

education and awareness.  And there's some dollars 

spent to keep customers.   

  By education and awareness, it's about 

informing all our customer base, which is nearly a 

million customers, of the program.  Making them aware 

of the program, because unless they are aware, there 

is no potential for them to sign up for the program.   

  So as I said, the first purpose of the 

education and awareness spending is to just create 

that awareness, to make people know or give them some 
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sense that this product is out there in the -- you 

know, that there are renewable options.  RNG certainly 

is novel in that, as I believe we're the only ones in 

North America that offer this option.  But customers 

are interested in just renewable energy in general, 

and we need to make them aware that Fortis has an 

offering.   

  Then once they're aware of alternative 

energy and what that means, we also need to create 

awareness of our own specific offering, the RNG 

program.  And again, we have a million customers, and 

that's part of the challenge.  There is a certain 

price of entry that we need to pay just to educate and 

inform a million customers, and as opposed to looking 

at things from the standpoint of acquisition costs per 

customer, one of our greatest challenges is informing 

a million customers.  I suppose if we had only a 

hundred thousand customers, it would be easier to 

inform them because there would be fewer, but with a 

million customers, you do need to be able to get to 

those customers somehow.  And that will take a certain 

level of spending.   

  Once there is awareness, then a customer 

can make a choice, and perhaps they have an interest 

in a specific RNG offering, and that's where they 

would sign up.  So they've got to go through these 
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steps first before they even get to potentially 

wanting to purchase RNG.   

  And lastly, dollars are spent to maintain 

participation and support.  And so some of that is 

just reminding customers that there is an RNG program 

which goes to the awareness of RNG, awareness of 

renewable energy.  If a consumer purchases a product, 

part of advertising is to remind them that that 

product is still out there, and that it was a good 

choice.  And so the general awareness efforts help 

with that.  But there is also some smaller efforts 

that we have to just remind customers that they are on 

the program.  We send them out newsletters and we run 

some contests where some of our actual RNG customers 

provide some of the prizes sometimes.  And it's a way 

to remind customers that they are taking this product 

and why that's a good thing.  And so there is -- there 

are some dollars with that.   

Proceeding Time 9:25 a.m. T8 

  So now I’m going to hand it over to 

Michelle.  She’s going to get right down to costs of 

spending and then go into some of the other areas of 

interest.   

MS. CARMAN:   So first, can you hear me okay?  Everyone 

hear me okay?  Great.   

  Now, as Jason has already noted, developing 
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awareness and understanding is an ongoing activity of 

this program.  Customer communication is going to 

continue to be key to the success of the program as we 

go forward. 

  Now, the chart that you see in front of you 

right now provides an estimate of the breakdown of the 

customer awareness and education spending by various 

categories.  You may recall in the IR responses we 

noted that we don’t actually track by these 

categories, but through the management experience of 

offering this program we believe this is a reasonable 

breakdown of where these dollars have been spent.  And 

a reflection of the area is the focus.   

  Now, on a prospective basis the reason you 

see the buyer’s just one sort of patterned line there 

is we expect the breakdown may change, and we’re going 

to adjust it as we respond to the changing needs of 

our renewable natural gas customers and potential 

renewable gas customers.   

  So what this chart shows you actually is 

that the majority of this spending has occurred around 

printed material.  So we seem to estimate around 

$200,000 a year in that regard.  So for me, I needed 

to understand, well, what does that mean?  So to help 

put it in context, one print ad can run in the range 

of 20,000 to 30,000 dollars.  So if we were just doing 
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print and $300,000, that would get you less than, you 

know, one ad a month on average.  Bill inserts, they 

cost approximately $12,000.  Quarterly newsletter may 

cost 10 to $12,000 -- or 10 to 20,000, sorry.  And 

materials like brochures, we typically create in 

smaller batches of 500 to 1,000 depending on the 

purpose and the event that they’re used for, and those 

cost about $1.00 to $2.00 per brochure. 

  Now, we actually have brought with us a 

small sample of some of what this material looks like.  

We thought that that may be of interest to you and 

we’re happy to pass that around if folks would like to 

see that.  Okay, so Ilva’s going to take care of that 

while I continue talking here.   

  So some questions that came up and were 

actually around, well, should you be spending more 

money?  And so certainly spending more money might 

help spur additional demand, but we believe that if 

the application is approved, it’s reasonable to resume 

spending at the previous levels and that’s based on 

the success that we were able to achieve in the early 

years of the program.  So this is about the level of 

spending that we had in, as you can see, 2012 and 

2013.  And if you recall the chart that Jason showed 

with some of the ads, we did have success.  So we 

believe it’s reasonable to start around this level.   
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  Now, that gets to the next topic that 

seemed to come up quite a bit in IRs, and that was 

around measuring the effectiveness of this type of 

spending.  And the simple answer really is that it’s 

necessary and foundational to the program.  So it’s 

really tough to measure, to quantify -- to quantify 

something like that.  So as my colleague, Mr. Wolfe, 

just mentioned, maybe in a little more eloquent way, 

it is the price of admission so to speak.  Awareness 

spending encourages our voluntary customers and in 

this way contributes to moderating the impacts on our 

non-voluntary customers or non-RNG customers. 

Proceeding Time 9:29 a.m. T09 

  So without awareness, there would be no 

customer, because it arms customers with information 

that helps them choose whether or not they want to 

participate in the program.   

  Now, the awareness, along with other 

elements of the program, most importantly price, are 

what our customers consider when they make the 

determination about whether or not they want to be an 

RNG customer.  In this way, an acquisition cost per 

customer calculation is not reflective of the true 

nature of the spending, which is to inform nearly 1 

million customers about the program.   

  Now, if taken over the broader customer 
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base, the average cost of RNG awareness spending over 

the last five years has been about a tenth of a cent 

per GJ.   

  Now, although additional research may be 

helpful, it's certainly good to know what's driving 

our customers.  The expected cost of such research 

would likely be proportionally large in relation to 

the total amount of spending that we expect to have.  

So we took a look at what a pre- and post-study of 

customer awareness might cost, and we were given an 

estimate of about $30,000.  So again, about ten 

percent of the total spending budget.   

  So due to the intent of the spending, and 

that's to inform nearly a million customers, we 

continue to believe that the feedback -- and then 

that's the feedback we get from the actual customers, 

analysis in trends in terms of website traffic flows, 

customer acquisitions, net customer additions, and 

total demand, are a sufficient basis to determine 

whether we've been effective with the spending and to 

help us evaluate the program over the next several 

years.   

  Now, for the -- now I'm going to get into 

the alternative side of the discussion.  So just a 

brief recap on some of the alternatives we had 

considered in the application.  So for the purposes of 
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this application -- so to address the challenges that 

Mr. Wolfe spoke about earlier, we identified four 

alternatives.  The first was status quo, and that's 

just to continue with the cost base pricing that's in 

place today, and allow the BVA to continue functioning 

along for an undetermined period of time.   

  The next alternative was what we've called 

yearly clearing, and that's continue with the cost-

based pricing; again, allow the BVA to grow, but using 

the mechanism put forth in the Commission's 2013 

decision, start a regular transfer of inventory that 

meets certain qualifications.   

  The other alternative we thought about was 

just taking a step back and saying, you know, what 

about a green portfolio option?  And so that would be 

one that you stop the voluntary program, but you 

reduce the GHGs of the entire gas portfolio by 

transferring all RNG supply to our commodity 

portfolio.  

  And then what we did land on, and what 

we've proposed is what we called in the application 

the market-based plus yearly clearing.  So that's 

about setting a rate that we believe the market can 

bear, to encourage the maximum participation in the 

program, but also put in place the mechanisms that 

help manage that balance in the BVA, so that it's not 
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growing to a point where we have a future potential 

rate impact challenge on our hands.   

  So, it's our opinion that this approach 

best meets those -- best addresses those challenges 

that we identified, is aligned with the principle that 

we discussed earlier.  And with respect to this chosen 

alternative, what we found in the IRs was there was 

lots of questions around, well what's the right price?  

What's that price that the market will bear?  But 

there seems to be general acceptance that, you know, 

it is a reasonable approach to take.   

  So the one big IR that we'd actually like 

to talk about in that regard was BCUC IR 19.1.  So 

that's the one where there were several options put 

forward for us to consider and evaluate.  And we did 

so at a high level for several of those alternatives.  

And what -- we came to the conclusion that the 

benefits identified in options 1, 2, 3 and 6, they do 

support the higher -- the potential for higher volume 

sales, because they generally would result in lower 

prices than what FEI has proposed.   

Proceeding Time 9:34 a.m. T10 

  Our concern with Option 6 that had been 

proposed in that IR, and certainly other utilities 

have been successful with this type of approach, was 

that it really was a fundamental shift in the program.  
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So that would result in challenges in terms of 

customers being able to recognize their own GHG 

emission reductions for their own reporting purposes.  

We saw some system changes, those sorts of things.  

And for those reasons we don’t recommend that type of 

option at this time. 

  Now, Options 1 through 3 were valid and 

reasonable potential options, but we continue to 

believe that the option we put forth in the 

application should be the chosen alternative.  So with 

those options we saw added system and communication 

costs, and costs recovery under those options we 

thought may be lower than what FEI has proposed -- 

than under what FEI has proposed.  In addition, we 

identified some potential challenges with respect to 

fairness amongst customers in a rate schedule and 

between rate schedules. 

  So, you know, I really believe that the FEI 

proposal as put forth in the application is consistent 

with the existing program structure.  And really from 

a customer’s perspective, other than hearing from us 

more often again about the program, all they’re going 

to see is a rate change.  That’s what customers will 

experience in this case.  They’ll see a decrease to 

the BERC rate.  Everything else from their perspective 

is business as usual.  Which, you know, from an 
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implementation perspective certainly there’s less 

costs associated with that.  And the way I see it, the 

FEI proposal preserves that ability for all customers 

to choose RNG and pay the same rate, and the customer 

has the choice to adjust the blends to meet their own 

circumstances so that they can achieve whatever annual 

bill impacts they want associated with RNG.   

  So now is where I may see some eyes glaze 

over.  I’m getting into the program costs and 

recovery.  So before we got into the transfer 

mechanisms, which in my mind are simple but I know not 

everyone agrees with me, I thought it was important we 

revisit how the costs and recoveries associated with 

the program are tracked and captured in the BVA. 

  So I think the first thing that’s important 

to understand is FEI hasn’t proposed any changes with 

respect to what’s going to get transferred, what’s 

going to get allocated to the BVA, what’s going to get 

captured in the BVA.  So it’s consistent with the 2013 

decision.  All supply costs, all capital costs, all 

operating costs, program marketing and admin, they’re 

all going to continue to be included in the BVA. 

  Now, one area of confusion in the IRs 

seemed to be the fact that the BVA also captures those 

notion of molecules of biomethane.  So to clarify for 

everyone, the BVA does both.  It captures both dollars 
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as well as molecules or GJs of gas.  Now that we’ve 

established how the costs and molecules are captured, 

so the yellow part of this chart reflects the costs 

and the -- what appears to be green to me, green -- 

the green part of the chart reflects the molecules of 

gas.  The other side of the account is that we have 

voluntary demand for renewable natural gas.  And so 

the account is also going to capture the molecules of 

gas that are associated with that demand.  The account 

is going to capture any of the BERC recoveries 

associated with that demand.   

  Now, to the extent that the costs, so the 

yellow part and the blue part don’t match, we’re going 

to be left with a dollar balance in the BVA account.  

Now again, to the extent that the green part of the 

chart doesn’t match, so to the extent that the 

notional bank in and the demand out don’t match, we’re 

going to be left with a GJ balance in the account.   

  Proceeding Time 9:38 a.m. T11 

  Now, the question becomes, how do you deal 

with that balance?  Now, the way that we've talked 

about it in the application, we see this balance -- 

really one of three things happens to it.  It's going 

to stay in the BVA, get transferred to the MCRA, or 

get amortized through delivery rates.  Have I lost 

anybody yet?  No.  Good.  Okay. 
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  So what we've actually proposed in the 

application are two transfer mechanisms that are going 

to keep supply available for sale in the BVA, but 

effectively clear out all other costs.   

  So as noted in the application, the intent 

of the transfers is to keep the balance in the BVA in 

check, to avoid the situation where a large balance 

accrues for future recovery.  And there were several 

IRs around the proposals with respect to transfers 

from the BVA to the MCRA and the delivery rates.  And 

so I've tried to provide a graphic here that I hope 

will help clarify the intent and expected flow of 

these transfers.   

  Now, every year at December 31 it's 

expected that there is going to be a balance in the 

BVA.  Right?  As we talked about, to the extent that 

costs and recoveries don't match, or the supply and 

the demand do not match, we're going to have both a 

dollar and a GJ balance. 

  So this is where the fun starts to begin.  

The first step in my mind is to evaluate the supply 

balance in the account and identify any supply that is 

18 months or older.  The next step is to compare the 

remaining balance of supply to the demand requirements 

of the upcoming year.  You may recall in some of the 

IRs we helped -- we clarified that this transfer would 
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also consider any of the demand requirements for the 

upcoming year.  So, to make sure that we did have 

enough supply in the account to meet any of those 

customer requirements.   

  Now, the intent of all of the transfers -- 

we know the end-game.  This ends up with an opening 

January 1st balance in the BVA that is limited to the 

value of the actual inventory that we can sell.  So 

subject to demand requirements, it's actually an easy 

calculation for us.  We take that notional inventory 

that's available for sale and multiply by the BERC 

rate.  So we know where we need to be, and we know 

where we are today.   

  So the next step, the transfer to the MCRA, 

is also something that we can quantify quite easily.  

Since we've already identified the supply that's older 

than 18 months -- so, in this chart I've called it the 

"aged inventory", or greater than 250,000 GJs -- we 

transfer this notional inventory to the MCRA account, 

and value that transfer at the prevailing CCRA rate.  

So again, in this case, we're transferring both GJ and 

dollars to the MCRA.   

  The transferred molecules become part of 

the mid-stream portfolio, and the transferred costs 

are recovered through the storage and transport rates 

that our customers pay.   
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  Now, since we know where we are, know where 

we need to be, and we have one of the pieces in the 

middle, the amount that's being amortized through 

delivery rates is as easy as A minus B minus C, in 

this case, where A is the December 31 balance, B is 

the opening January balance based on the inventory 

that we want to have available for sale, and C is the 

transfer to the MCRA that we've already quantified.   

  And now we've actually made it to our last 

slide.  What was important for us to reiterate, you 

know, with what we've proposed in this application, as 

I mentioned earlier, it's really about a rate change.  

It's really about setting the BERC at a level that's 

going to encourage voluntary participation in the 

program, plus moderate impacts on our non-RNG 

customers.  So the way the program operates isn't 

going to change.   

    Proceeding Time 9:43 a.m. T12 

  We're going to continue to seek recovery of 

costs through the relevant filings.  We are going to 

seek approval for BERC rates aligned with the fourth 

quarter gas cost report.  All transfers, so transfers 

to the MCRA, as well transfers for recovery through 

delivery rates will be subject to Commission review.  

The annual status report will continue, and with 

regards to our supply projects, we’ll continue to seek 
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acceptance of those agreements pursuant to section 71, 

and of course the approved criteria for biomethane 

supply projects.   

  Now, in our opinion, these changes that 

we’ve proposed should allow us to continue the success 

of the program, and continue to build the base of 

renewable natural gas customers.   

  We’ll now accept any questions.  Yeah, I’ll 

sit down, and then I’ll suppose we’ll get started.  

Oh, Mr. Craig? 

MR. CRAIG:   On slide 17 --  

MS. CARMAN:   Sure. 

MR. CRAIG:   The MCRA that is getting charged for the 

difference is related to the storage and 

transportation.  In the application and various 

answers, we refer to impacts on non-RNG customers, but 

also sometimes refer to non-bypass customers.  And I 

am wondering if it is really just non-RNG customers, 

because if it goes into MCRA, does it go to everybody?  

Or is it non-RNG and non-bypass to qualify where it is 

going? 

MS. CARMAN:   Yeah, so that the MCRA is recovered from a 

smaller base of customers, right?  So that’s -- when 

we say “non-bypass”, those are all the customers that 

pay delivery rates.  In this context, storage and 

transport rates aren’t recovered from --  
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VOICE:   (inaudible)  

MS. CARMAN:   -- yes.  And transport.   

MR. CRAIG:   So, when you say it's an impact on non-RNG 

customers, you really mean non-RNG and non-bypass?  

You have qualify both of those to get the size of the 

pool that's being impacted? 

MS. CARMAN:   Yeah, and it gets a little complicated to 

talk about it, because in some years, you know, we 

don’t -- we are not expecting an inventory transfer.  

So it really is just an impact to delivery rates in 

some of those years, and in other years -- I suppose a 

customer can be both or --  

MR. WOLFE:   Yeah, David, you’re right.  A bypass customer 

pays a rate based upon a rate that was developed in a 

bypass model, and it is irrespective of their volumes, 

and that rate might have some adjustments in it for 

inflation, but other than that, they pay the same rate 

every year, and so in this regard, these kind of costs 

don’t go to those customers.   

MR. CRAIG:   And the delivery rates will be the same, it 

will go through to non-bypass customers? 

MR. WOLFE:   Because -- 

MS. CARMAN:   -- non-bypass customers, including 

transportation customers, but anything to the MCRA 

will go to sales customers only.   

MR. CRAIG:   RNG customers are also non-bypass customers.  
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MS. CARMAN:   Yes. 

MR. CRAIG:   Because they are taking a blend.  That was 

helpful, and I just wanted to get that clarified in my 

own mind. 

MR. BYSTROM:   Chris Bystrom, counsel for FortisBC.  Just 

before we go further, we should probably just mark 

these two documents as exhibits.  The slides, for the 

presentation today, I believe we mark them first.  

They’ll be Exhibit B-10.  

MR. MILLER:   Mr. Chair, we might want to save that 

exhibit number.  I am trying to find out if the letter 

from yesterday from Fortis has been marked as B-10 by 

the Commission, so -- is it B-9?  B-9, sorry, I was 

confused.  So B-10. 

THE CHAIRPERSON:   Okay, so that is B-10. 

 (FEI SLIDE SHOW PRESENTATION MARKED EXHIBIT B-10) 

MR. BYSTROM:   Thank you, and then the package that was 

handed around, regarding some of the materials for the 

program, that would be Exhibit B-11. 

 (SAMPLE MATERIAL HANDOUT MARKED EXHIBIT B-11) 

THE CHAIRPERSON:   Thank you, Mr. Bystrom. 

Proceeding Time 9:48 a.m. T13 

MR. CRAIG:   So one further question on slide 12 where 

you’re breaking down the media that you use.  Can you 

give me a description of what you do with digital 

media?   
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MR. WOLFE:   Digital media is -- primarily what we’ve done 

there is it’s more related to the website, the changes 

to the website, having that up so that when customers 

visit the FortisBC.com site there’s that information 

there.  And then there is e-mailed newsletters and 

things like that.   

  And then there is a small portion or 

another portion that is when you go to a certain 

website you’ll see those ads that click up, and 

sometimes if you start to visit similar things it will 

-- similar sites, certain ads will come up.  And so I 

know now when I’m going to sites I see a lot of Fortis 

ads coming up and that’s because it kind of tracks you 

in that regard.  And so some of that is done for the 

RNG program as well. 

MR. CRAIG:   So digital ads and websites.  And then what 

about any kind of social marketing that’s very popular 

on the digital media these days? 

MR. WOLFE:   Yes, that’s for the younger kids and all 

that.  Yes, there is that too.  We do have a Twitter 

account and so it goes up, there’s various tweets that 

go up about the RNG program and all our programs and 

that as well.  We don’t have the Facebook side of 

things or Instagram yet.   

MR. CRAIG:   And would those be your target market, or is 

really your target market not so much -- 
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MR. WOLFE:   We have done research into the target market 

and it’s not so much the younger kids that use those 

media sources, but we’re seeing those media sources 

being used by all people as well.  But the target is a 

little older demographic, 35 and up, ones who already 

own their own homes.  That’s more the demographic, but 

the tweets and things like that are quite easy to do, 

so, and they don’t really cost much.   

MR. CRAIG:   That’s great, thank you.   

MR. ANDREWS:   Just to pick up the slide there, the print 

category, am I right that that includes both ads in 

print publications and the physical printing of 

brochures?   

MR. WOLFE:   Yes, that’s right, and so it’s a magazine or 

a newspaper that -- the cost for that, for those 

things, the cost to produce brochures, that’s all 

print media.   

MS. BRAITHWAITE:   But, so are all of the what you call 

customer education and awareness spending, is that 

charged to the biomethane program customers? 

MR. WOLFE:   Right now that all goes in the BVA. 

MS. BRAITHWAITE:   It all goes in the BVA, okay.  And how 

does that compare to other sort of specialized or 

targeted programs that Fortis has? 

MR. WOLFE:   Maybe a good comparison is our safety 

advertising, our safety messaging that goes out, and 
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that’s recovered from all customers and that’s 

approximately a million dollars a year.  

MR. WEAFER:   Just observing, we’re four years into the 

program, and if I look at the changes in the 

proportional spend, the reduction is -- it looks like 

it’s consistent across the board.  So do you do any 

assessment as to which is the more effective spend?  

Digital, print -- I mean like, you know, it looks like 

just a pro rata halving. 

MS. CARMAN:   Yeah, just to clarify, this slide reflected 

that high level breakdown that we provided in that IR 

response.  So it was the same breakdown across year, 

so I wouldn’t say it -- I wouldn’t take this as being 

a precise breakdown each year, but more just a general 

reflection.  So I think in all reality it would have 

likely shifted between each of these, but for the 

purposes of the -- based on the information we had, 

this is what we were able to provide.    

Proceeding Time 9:53 a.m. T14 

MR. WOLFE:   And one of the challenge is just about 

surveying is, as Mr. Carmen noted earlier, is that 

it's nice to be able to do surveys or try to find out 

from your customers, okay, well what was effective?  

Did you see my ad?  Did you do anything about it?  And 

we do those kind of surveys, for example, with the 

safety surveys we do pre, during and post surveying to 
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find out what their -- whether they saw the ad and 

what their -- what they though of it, et cetera, and 

that's effective to gauge whether or not there's been 

an uptick, and in our safety ads, yes, we've seen an 

increase in awareness and understanding of safety 

issues when we do the spend and when spending drops 

off, that goes down. 

  With respect to this program, though, with 

a current spend of around 175 or a proposed of 300, 

that starts to get quite expensive to do that sort of 

surveying, because the 30,000 is kind of the bare 

bones of doing a pre, during and post analysis, but it 

can be ranging 30 to 60 thousand.  So doing that will 

give us some better information, but it also eats into 

a lot of the spend that we have. 

  And so to date we haven’t done a lot of 

that because we have tried to focus the dollars just 

on the areas of information that we think the 

customers will respond to.  But it may be something 

that we do in the future.  We decide, okay, at one 

point we'll just do it in one year and take some of 

those dollars for that, but as of yet -- that's a 

fairly big chunk of dollars to be using just to do 

some surveying. 

MR. WEAFER:   Right, but it's also a big chunk of dollars 

if you don’t know the effectiveness of your spend, 
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right? 

MR. WOLFE:   Correct.  And as my colleague noted, one of 

the ways to determine that or to understand whether 

there is an effect is looking at page views.  So, if a 

customer sees our ad in a print media or what have 

you, they can go to our website.  If it's the digital 

ads, and as they click through there's information 

from that too, and so you get a sense of how many 

people are coming to a website when you start doing 

advertising in that regard. 

MS. CARMAN:   I think, you know, one of the -- 

THE CHAIRPERSON:   Excuse me just a moment, sorry.  When 

people either ask or answer a question -- my name is 

Dave Morton by the way.  May I please remind you to 

state your name for the transcription service?  

Thanks. 

MS. CARMAN:   Michelle Carman.  Just, I think what's a 

great thing about this program is, as Jason noted, we 

do have some tangible things we can hold onto.  So 

unlike a safety program that is also about awareness, 

you don’t have this indication of if you've added 

customers to the program or if customers have dropped 

off, just by virtue of being able to track how many 

customers are in this voluntary program, how many 

customers visit the website.  That is a unique nature 

of the program, that is a base of evidence or 
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research, if you will. 

MR. WEAFER:   Chris Weafer.  Just one more question on 

this slide.  The context of the adjustment is the non-

bypass ratepayers are taking on a fair bit of cost and 

risk subject to the success of the program.  And I 

just want to have a general understanding.  I mean, 

digital is a great opportunity from a ratepayer's 

perspective given that they're already funding a 

pretty significant website of Fortis generally.  So if 

you look at your digital spend there's an efficiency 

to be had there. 

  How do you measure that expenditure on the 

existing website of Fortis to support this program?  

Is there any leverage benefit that ratepayers are 

getting from that? 

MR. WOLFE:   Well, there certainly is a benefit in that 

when -- for what we do in-house there's the expertise 

and you don’t have to hire out to do a change to our 

website in that regard.  There's the cost of upkeep on 

the website and things like that, but there is 

already, yes, some benefits certainly from that, of 

having knowledge of how to do it and the staff in-

house already. 

MS. CARMAN:   And Michelle Carman again here.  And I think 

what's inherent in this is this reflects the spend.  

It doesn't mean that we're not doing the digital 
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advertising.  I think, you know, our website is -- our 

RNG website is quite great and I think we are able to 

measure the flows on that. 

  So it may be more reflective of the fact 

that we don’t have to spend a lot of money to get the 

bang for our buck.  If that helps. 

Proceeding Time 9:58 a.m. T15 

MR. WEAFER:   And Chris Weafer again.  So how does that 

get measured?  How do we understand as ratepayers 

where we're getting that customer value on the FEI 

side versus within the biomethane program?  Which I 

understand is kept separate, those costs are kept 

separate.  So do you actually monitor that or account 

for that somehow?   

  And I recognize they're not big dollars 

here.  But again, it's indicative of what ratepayers 

are paying for.   

MS. CARMAN:   If I may -- Michelle Carman.  To clarify 

here, are you asking do we quantify a portion of this, 

the total spend for the website, and allocate that to 

the BVA?  Is that the question?   

MR. WEAFER:   Yes, in effect.  How do we have account -- 

Chris Weafer again.  How do you have accountability as 

to what's on which side of the ledger there, if you're 

trying to keep a separate account for the BVA?   

MS. CARMAN:   Subject to check, it's my understanding 
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today we don't allocate a portion of the total costs 

for maintaining the website to the BVA.  I would 

expect as a proportion it's likely quite, quite small.  

So, you know, I think we can understand the value that 

our non-RNG customers are getting by understanding the 

traffic flows, the website traffic flows, and taking a 

look at the customer additions and drops.  And to the 

extent that, you know, we're able to encourage the 

voluntary participation, that in and of itself is a 

benefit to the non-RNG customers.   

MR. WOLFE:   There is back and forth that also goes, but 

just how customers access websites and how -- and how 

they move in between them.  And so there could be 

customers that come to the website to check out their 

bill or to find out about the rates or what-have-you, 

and go to the RNG.  There could be customers that come 

in straight through a Google search or through a 

clicked link to the RNG, and then go to the website.  

There is all that kind of back and forth.  We do have 

the ability to track the number of hits on all the 

various different pages and that gives us a good 

indication of the interest on certain areas of our 

website.   

MR. WEAFER:   Thank you.   

MR. CHONG:   Doug Chong, just some general questions on, I 

guess the difference between a short-term rate and 
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long-term rate from a customer perspective.  So the 

short-term rate is -- it changes once a year, correct?  

January 1st for the $7 option, I guess.   

MS. CARMAN:   So, Michelle Carman.  If I may clarify.  So 

the way we see the program is, it will maintain with a 

single BERC rate, and we see customers who are -- who 

will agree for a long-term commitment and a volume, 

get a discount off of that BERC rate.  So we tried to 

describe it in the application as there are two groups 

of customers.  But it really is a single BERC rate, 

and there is one group of customers that's eligible 

for a discount off of that single BERC rate.   

MR. CHONG:   So --  

MR. WOLFE:   Doug, just one clarification.  Because short-

term, long-term.  The long-term, as my colleague said, 

is somebody who signs up and they agree a certain 

volume for a long length of time.  The short-term 

could be, you know, as short as a month.  A customer  

-- and that's no different than right now.  A customer 

can sign up for the program and then exit the program 

very quickly.  They could sign up and stay in for a 

long period of time, if they just so choose to do 

that.  But there isn't any commitment for them to do 

that.  And that's really the distinguishing factor.  

The long-term has a commitment.   

MR. CHONG:   Yeah, I'm just trying to look at the 
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difference between the two.  So, let's say the long-

term customer, let's say they sign up, if this is 

approved, and basically they get a fixed commodity 

rate.  So the date of sign-up, let's say, you do the 

numbers and it calculates to $11 as a commodity BERC 

rate.  So, and let's say they do it for ten years, so 

they will pay the ten -- so pays $11 for ten years.   

MS. CARMAN:   Subject -- Michelle Carman.  Subject to the 

escalation that's embedded in their contract.   

MR. CHONG:   And if somebody else signs up, let's say a 

year later, they would get a different rate.  Let's 

say the commodity price in the regular commodity rate, 

CCRA, has gone up a dollar.  So they would pay a 

dollar more.  Let's say $12, and they would pay that 

for ten -- or ten years from that point on.  For the 

different customer.   

MR. WOLFE:   Correct.   

Proceeding Time 10:02 a.m. T16 

MR. CHONG:   Correct.  Okay. But it's only available for 

500 GJs per month.  So basically it's large customers, 

correct?   

MR. WOLFE:   That's right.   

MS. CARMAN:   And I think the other -- the other important 

distinguishing factor, it's not just the consumption, 

it's the long-term commitment to have that RNG demand.  

That's really where we see a lot of the value, is that 
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longer-term -- yes, this customer is signing up for 10 

years, 15 years, whatever it is.  So that certainty of 

demand, which helps us -- is a backbone to building 

the supply.   

MR. CHONG:   Right.  And from -- let's say this long-term 

customer compared to the supply, it actually -- would 

you say it's a better match, let's say you've got a --  

MR. WOLFE:   Jason -- Jason Wolfe speaking.  Yeah, that's 

one of the benefits, is that if we had a long-term 

customer that comes on for 10 years, and they take a 

certain volume, we know that that volume is spoken 

for.  Our agreements with our suppliers are longer-

term.  They're more than 10 years.  But they are 

longer-term and so that gives us some certainty that 

we will have uptake, and we don't have to work as 

hard, because those -- in a sense those GJs, however 

much they end up taking, say it's 50,000 a year, those 

are done.  And now whatever is left we still have to 

sell.  But that big chunk matches up closer to the 

length of time of the -- of our supply contracts.   

MR. CHONG:   So when, I guess, conversely, going back to 

the short-term, let's say a residential customer, 

let's say I sign up.  The rate will change every year.  

So if commodity rates are going up, my rate for this 

biomethane product would be going up.  So if the CCRA 

went up $2, then I would expect the BERC to adjust to 
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$2 more.  Correct?   

MR. WOLFE:   Correct, yes.   

MR. CHONG:   I guess the proposal here, we'll have to see 

how the take-up works.  How customers respond and all 

that.  Do you see any future refinement of the 

program?  What about customers -- let's say 

residential customers are looking for a little more 

stability or longer-term commitment.  So, this thing 

changes every year, but let's say I kind of like the  

-- whatever it computes to now.  Let's say it's $12 or 

whatever it is.  And I want to hold that for five 

years.  What do you see going forward?   

MR. WOLFE:   At this point that might be an option in the 

future.  I think with our proposal we'd like to put it 

in place, if granted approval and see how it works.  

See if the uptake changes, if it improves, if it 

doesn't.  And then, you know, based upon that, there 

may be some need for further refinements in the 

future.  But I wouldn't want to speculate on what that 

might be, because it might be, as you say, a set 

price.  But it might be something else.  And until we 

see what is happening with the changes now, and how 

effective those were, it would be a guess.  

  But, you know, nothing's out of the picture 

if it's five years down the road, and we -- the 

marketplace changes, and it seems that that might be a 
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better solution at that time, then we would have to 

come back in front of the Commission with an 

application.   

MR. CHONG:   Those are my questions.   

THE CHAIRPERSON:   Are there any more questions on the 

slide show before we go around the table?   

MS. SUE:   Yes, I have one question.  Can you provide the 

calculations on page 14 of the five-year average 

residential non-RNG bill impact?  There's a column on 

the slide.   

MS. CARMAN:   Can you clarify -- page 14 of Exhibit B-1?   

MS. SUE:   Yes.  No, this is of the slide package.   

MS. CARMAN:   Oh, of the slide package?  

MS. SUE:   Yes, that would be Exhibit B-10, page 14.   

MS. CARMAN:   Oh, yes.  So, you can go to Exhibit B-5, the 

attachment --  

MS. SUE:   It says that it's based on that.  Does that 

have all the calculations in it?   

MS. CARMAN:   Yes.  Yeah.   

MS. SUE:   Okay, great, thanks.   

MS. CARMAN:   That's the reference that you can go to, 

yeah.   

THE CHAIRPERSON:   Is there any further questions on the 

slide presentation?  I have a couple -- some questions 

on it. 

  If you look at slide 6, it says a potential 



FEI BERC Rate Methodology 
Streamlined Review Process - Volume 2  Page:  75 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

rate impact on non-RNG customers should be minimized.  

And then as we've just talked about, slide 14 has some 

of those rate impacts.  But do you have any other 

guidance other than minimizing it?  Do you have a 

sense of what would be a reasonable -- what's a 

reasonable rate impact and what's not a reasonable 

rate impact?  Like, where is the bar?  

    Proceeding Time 10:07 a.m. T17 

MR. WOLFE:   I don’t know whether -- Michelle might 

correct me -- it's Jason Wolfe.  I don’t know that 

there is a bar, to be honest.  We have a program that 

has been in place for a few years, and we’ve seen the 

additions to the BVA, and we’ve proposed a mechanism 

to affect that.  And part of the changes are to try to 

encourage the uptake of voluntary customers to the 

greatest extent possible with the rest being recovered 

from others.  But whether or not that means that there 

is a million dollars in that account, or two, or what 

that is transferred, I don’t know if there is an ideal 

number for that. 

  And Michelle, if we have anything -- 

MS. CARMAN:   No, I think that is fair.  I know we talked, 

I think in the response to 37.1, is that the 

significance of the impact and we’re talking in ranges 

of 2 percent when compared to the delivery margin, 

which is give or take about 1 percent to the annual 
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bill.  And I suppose in our minds, you know, we 

certainly don’t like to go to our customers with rate 

increases.  So we’re mindful of the impacts on 

customers.  

  And so, you know, I don’t think we’d like 

to be in a position of building a BVA balance that all 

of a sudden results in a 5 to 10 percent change to 

delivery rates.  We, you know, I think we’d prefer to 

deal with things, you know, as they go, and that have 

a smaller impact as we go along.   

COMMISSIONER HAROWITZ:   Supplementary to that, I guess -- 

sorry, Howard Harowitz.  It seems to me that there is 

a fundamental trade off here, and it's finding the 

balance between saying we want to maximize uptake, we 

want to minimize the impact on the non-RNG.  And 

that’s the rub, right?  Because obviously if you go 

from $7 down to $4, you expect more uptake, but a 

higher impact on non-RNG. 

  So, I am not suggesting that there is, at 

this stage, science to the answer to that balance, but 

perhaps you could elaborate a little bit more on the 

thinking that you used as to how did you try and 

figure out what those trade offs are, and what does 

that mean about the sweet spot?  Because I think in a 

certain respect that's what Commissioner Morton is 

asking you to expand on, is how do you find where that 
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balance point is?  And I know at this stage it's soft 

science at best, but let us in a little bit more on 

your thinking as to how do you make that trade?  

Because that really is at the nub of it. 

MR. WOLFE:   Yeah, that question, Jason Wolfe, the 

Goldilocks paradigm of not too hot, not too cold.  And 

if you recall, or if the Panel and interveners recall, 

initially when we started the RNG program back in 2009 

we were thinking of it all going to all customers, and 

there not being a voluntary option.  And we moved to 

the voluntary option because we were seeing interest 

from customers.  And then we saw a change in that 

uptake, and that's what led us to the $7 as the sweet 

spot.  It wasn’t -- it was because there was evidence 

that when it went higher than that, that then our 

customers were making a decision to leave the program, 

or not as many customers were joining the program.  

And then on the long term contracts, the indication 

from our customers there, that the potential customers 

there, that that discount that gets you around the $10 

was working for those long term customers. 

  So, it was really first off the indication 

from the adds and the drops of where that was 

occurring and when, and when the price went up, that 

the net adds changed, that that became the point where 

we said okay, well that seems to be where we can get 
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the most uptake.  If we move the price higher, we are 

going to get less uptake, so let's start there, and 

then we did a bit of other analysis to see whether 

that was in the ballpark of other programs and of what 

customers actually said.  And it was -- but it really 

was that change in uptake of the program. 

MS. CARMAN:   Yeah, and one of the things -- Michelle 

Carman.  One of the things we looked at when we were 

doing the scenarios -- I don’t know if this is the 

right word to describe it, but it really is the 

exposure risk to our customers.  So we looked for the 

alternatives, the various alternatives, and what is 

the potential BVA balance?  And out to 2020, you know, 

there isn't a significant difference between the 

scenarios, but in what we are calling Round 2 IR 51.1 

I believe, we extended the analysis out to 2025, and 

that's where you see that balance in the BVA can 

really grow. 

  And so, you know, the alternative that 

we’ve put forward is one that in the initial analysis, 

sort of had the lowest exposure risk to customers if 

you looked at -- to non-RNG customers, what's the 

balance in the BVA plus anything that is maybe been 

recovered through the transfers.  

  Proceeding Time 10:12 a.m. T18 

  So, you know, in this case we've come 
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forward with a proposal that we saw as, sort of, the 

lowest -- what we expect to be the lowest impact on 

customers, you know, over the next five years and also 

the lowest risk in terms of total BVA balance. 

  So, like you said, it's not a exact science 

at this point and, you know, we are trying to find 

what's reasonable for our customers and, you know, we 

certainly don’t like to come to the Commission with a 

large balance and seek recovery that's going to result 

in significant rate impacts to our customers. 

MR. WOLFE:   Jason Wolfe.  If I can add one other point is 

that you mentioned, you put the price low enough 

you're going to get all kinds of uptake.  If it was 

the price of carbon tax we would sell out very 

quickly, especially with large customers, they would 

jump on it right away.  So we know that's too low.  We 

saw where there's a trailing off of when it got to 

high. 

  We also know, though, from customers that 

they are willing to pay more than that carbon tax or 

the carbon offset amount  They're -- anecdotally, when 

we've talked to our customers they like the fact that 

this is a locally produced product.  It's not buying 

an offset that's somewhere else that they don't know 

how that functions.  It's not something that was 

produced in a different area of the country.  There is 
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a certain -- that people seem to like that it's right 

here in B.C., and we've done a lot of tours of our -- 

of the various RNG production facilities and 

unanimously everyone's just amazed.  They think it's 

the greatest thing, they really like it and then they 

go away and start to look at can we put this in our 

business as well. 

  So, we know that there is a certain value 

that's more than that level of carbon offset or carbon 

tax, and then we saw evidence of where that -- those 

drops and ads are starting to change, and that was 

around the $7.  So if we can get a price as high as 

possible that customers are willing to pay, that will 

minimized those balances and that $7 seems to fit. 

COMMISSIONER HAROWITZ:   Thank you. 

THE CHAIRPERSON:   Dave Morton, again.  On slide 8 when we 

were looking at the premiums, Mr. Wolfe, I think you 

said something along the lines of even a $7 premium is 

at the high end of other programs.  Did I hear you 

correctly? 

MR. WOLFE:   Yes, I did say that.  I was just looking for 

a reference.  In BCUC IR 17.5, it shows some of the 

other prices there, and so that still is, yes, at the 

higher end of those. 

THE CHAIRPERSON:   Are those programs also RNG programs? 

MR. WOLFE:   The RNG is rather unique in North America in 
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that there's a number of electricity programs and a 

lot more of those than you can, kind of, do some 

analysis with, but because we're unique in that regard 

-- 

THE CHAIRPERSON:   There's no direct comparison? 

MR. WOLFE:   Not directly in that sense, but we also see, 

you know, there's various levels of uptake of those 

electric programs -- 

THE CHAIRPERSON:   Right. 

MR. WOLFE:   -- and we're in the low end of that uptake, 

but the pricing is a bit fuzzier there. 

THE CHAIRPERSON:   Okay.  Also on that slide, and looking 

at the drop in adds which roughly started, sort of, 

early to mid 2014, and then looking at slide 12 at 

that drop in marketing spend, is there -- would the 

marketing spend possibly -- or would the drop in adds 

possibly be correlated to the drop in marketing spend 

and not only to the premium? 

MR. WOLFE:   Yes, the -- I'm just looking for some of the 

other graphs.  In the application we have some more of 

those charts and the one we've shown in here in the 

slide deck is the net one that shows adds and drops 

all in one slide and the effect of that.  And so, 

you're right in that the marketing spend dropped off 

at the same time as the price changed, and we informed 

customers ahead of that price change that the price 
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change was occurring so that might have had an impact 

as well. 

    Proceeding Time 10:17 a.m. T19 

  But I believe in the application in table 

4-3, or figure 4-3 on page 23 of Exhibit B-1, there 

are two in that, maybe I’ll -- I don’t know if folks 

want to go to that, but there is -- there are two 

spikes and drops that occur.  That shows the drops.  

The first spike is when the first increase in prices 

happened, and as I said, we also communicated to 

customers at that point that just prior to the price 

change, that it was changing.  And we dropped off 

marketing at that point -- or lowered our marketing 

spend. 

  But the second spike in drops occurred at 

the second price increase there, and so you saw it 

just a spike there of drops, and so that could be more 

attributed to price than marketing.  But there 

certainly is a correlation between the two.  You drop 

your marketing, you are going to expect some drops; 

you raise your price, you are going to have the same 

expectation.   

THE CHAIRPERSON:   My last question is on slide 16.  Let 

me just find it here.  When the inventory is moved to 

the MCRA, the notional molecules move to the MCRA 

also, is that correct? 
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MS. CARMAN:   That's correct. 

THE CHAIRPERSON:   And then, does that mean they’ve 

disappeared as far as biomethane goes? 

MS. CARMAN:   Disappeared in that they’ve been used? 

THE CHAIRPERSON:   Yes. 

MS. CARMAN:   Yes. 

THE CHAIRPERSON:   And has there been -- and what about 

the carbon credits associated with those?  Further  

reduction in the carbon tax associated with those? 

MS. CARMAN:   Michelle Carman.  As we talked about in the 

application, you know, to the extent that we transfer 

any of the inventory, we’re investigating the 

possibility of being able to capture any of the 

credits to the benefit of our customers.  Right now, 

the way the tax Act is written, we have to do a little 

bit of work to see if we can get there, but to the 

extent we can, we will capture any credit to our 

customer’s benefit. 

THE CHAIRPERSON:   And if that wasn’t possible, is it 

possible then that you could save those notional 

molecules in case there was demand for them later on 

and then you can dig deep into your back pocket there, 

and you’ve got some biomethane you can sell? 

MS. CARMAN:   I don’t know the answer to that.  Yeah, 

because transferring that inventory, you know, as we 

talked about in the application, we’ve said we think 
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right now there is an age around it, where it retains 

those benefits.  So, to the extent we’ve transferred 

it, and it's already at that upper range, it depends I 

think on the regulations that are in place and 

whatever kind of system is in place in terms of 

trading credits, whether we’d be able to bank the 

value of that or not, so.  I think it depends on tax 

regulations and then any regulations in place for that 

type of trading. 

MR. WOLFE:   Yeah, because we’re dealing with -- Jason 

Wolfe, a renewable offering.  There aren’t rules 

specifically that say that once it's a certain age, it 

doesn’t have its value from an environmental 

standpoint any more.  However, there is not a 

consensus, but after 18 months it appears, in other 

jurisdictions, that is when -- some times the value is 

less or it's lost or that other jurisdictions transfer 

that out of or they need to sell it before that 18 

month period.  There isn't that right now, there are 

no regulations about that.  But we would look at that 

as one component of determining whether we are going 

to transfer it. 

  And certainly the other part that you 

mentioned, if we could sell it, wouldn’t that be good?  

And that yes, you’re absolutely right.  So, on that 

magic date, the December 31st/January 1st change over, 
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we’d be looking at what is a potential for our 

customer uptake, and especially do we have any larger 

customers that might be wanting it, and therefore, the 

18 months isn't a hard and fast, if it hits that 

amount.  Or if we have 250,000 gigajoules and we need 

to transfer, because we might have a customer that 

wants 100,000 in March.  And if that was the case, 

then we should leave it where it is in the BVA, so 

that we can sell it for its full value.   

THE CHAIRPERSON:    So if there isn't an explicit rule or 

requirement about the 18 months, then why flush it at 

all?  I can see if there was that you would have to, 

but --  

MR. WOLFE:   I think it's trying to just be as mindful and 

consistent as to what's happening in the general 

marketplace with regards to that.  And so, there are  

-- certainly on the institutional, and more larger 

commercial side, they’re a little more aware and they 

want to make sure that it meets their requirements as 

far as age.  With a residential customer, they are not 

necessarily going to be as informed, but it is more to 

try to just be as consistent as we can with that. 

Proceeding Time 10:22 a.m. T20 

MS. CARMAN:   Yeah, and as outlined in section 7.3 of the 

application, page 48, that's where we've used -- we 

knew there was an actual standard we looked at.  It 
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was the U.S. renewable identification numbers, 

normally expire after two years, and I mean, generally 

speaking Canada is typically aligned.  When we do put 

something in place, typically aligned with --  

THE CHAIRPERSON:   But we don't have anything in place 

now.   

MS. CARMAN:   Nothing in place today.   

THE CHAIRPERSON:   And we're not selling to U.S. 

customers, is that correct?   

MS. CARMAN:   No.   

THE CHAIRPERSON:   Yeah.   

COMMISSIONER HAROWITZ:   And it's two years, not 18.   

THE CHAIRPERSON:   And it's two years, not 18 months.   

MS. CARMAN:   Yes, and so that's why we proposed the 18 

months, because there is still then value in -- 

potentially value in that transfer to the MCRA of 

being able to potentially, you know, monetize the 

credit, right?  So keeping in mind that we're talking 

about the monetization of that credit, where customers 

in the province -- I mean, that -- that fuel has been 

burned.  Customers have benefited from GHG reductions.  

It's -- we're just dealing with the actual 

quantification of it.   

THE CHAIRPERSON:   And the monetization of the credit, 

that's -- that's a far lesser amount of money than if 

you were able to sell those molecules at the BERC 
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rate.   

MR. WOLFE:   Correct.   

THE CHAIRPERSON:   That's --  

MS. CARMAN:   I don't -- I don't know that we could say 

that for certain again.  I think it all depends on how 

these markets develop over time, how, you know -- what 

credits may be valued at.  So I think it would be 

something, you know -- if that market materializes, 

what that number might be.   

THE CHAIRPERSON:   Fair enough.   

MR. WOLFE:   And I think as my colleague mentioned, in the 

presentation there, prior to that December 31st, and 

when we do the fourth quarter gas report, so we'd be 

looking at, okay, the customer uptake, what we expect.  

And it's really transferring of those gigajoules that 

we don't expect to be sold, and we're at that 18-month 

or beyond, and volumes are higher, all those things 

line up, then we would expect to transfer some.  If 

there is an expectation that we can sell those 

gigajoules, they wouldn't move.   

THE CHAIRPERSON:   Next I was going to start at the end of 

the table and go around.  I assume that there may be 

some prepared questions that people have brought with 

them.  But I'm thinking also that this might be a good 

time to take a break before we start that.   

  It's 25 after 10:00, so let's come back at 
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20 to 11:00, then, please.  And we'll start at that 

end of the table.   

 (PROCEEDINGS ADJOURNED AT 10:25 A.M.) 

 (PROCEEDINGS RESUMED AT 10:39 A.M.)   T21 

THE CHAIRPERSON:   Yes, thank you.  All right.   

MR. ANDREWS:   B.C. Sustainable Energy Association and 

Sierra Club of B.C.   

MR. WOLFE:   I don't want to interrupt, but I'm going to.   

THE CHAIRPERSON:   So you do want to.   

MR. WOLFE:   I do want to interrupt, I'm trying to be, you 

know, Canadian and respectful.   

THE CHAIRPERSON:   Okay.   

MR. WOLFE:   I wondered if just before your questions if I 

could address the questions that were occurring just 

before the break.  Again, about the aged inventory and 

what that is.   

THE CHAIRPERSON:   Sure.  

MR. WOLFE:   And just a few other points.  Mentioned 

wanting to be mindful, even though there wasn't a 

regulation yet in place.   

THE CHAIRPERSON:   Yes.   

MR. WOLFE:   And one of the customers has identified -- 

UBC has identified that that's a concern of theirs, of 

the age of the inventory. 

THE CHAIRPERSON:   Okay.  

 MR. WOLFE:   And so if somebody is going to sign a long-
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term contract wanting to make sure that that's still 

going to guarantee them what they think they're buying 

from the start, and so that has been one indication. 

  And the 18 months was kind of an approach 

where then we could still have time to move everything 

over under the two years.  But that's only one 

component.  The other component, of course, is the 

amount of the GJs that are in there that we said, you 

know, around 250,000.  And then what the demand is. 

  And so, we expect also that there may be 

changes in the marketplace as far as maybe there will 

be a regulation that comes in Canada, or ones in the 

U.S. change as far as what is -- how aged does the 

inventory have to be, or how long can you hold on to 

it and still have those credits.  And so, as we 

transfer that amount, we would come forward to the 

Commission with this is what's happening in the 

marketplace, this is what the rules seem to state 

right now.  This is the age of our inventory right 

now.  This is how much we have, and this is what we 

proposed to transfer.  So, it would be a little fluid. 

  And just to give it a sense of what is 

currently the age of the inventory, it's -- we have 

about five months right now, five to six months.  It 

was higher earlier on, but right now it is only five.  

But as supply projects come on, and there is a 
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difference, it may end up being older at certain 

points.   

  So I hope that clarifies it a little bit.   

COMMISSIONER HAROWITZ:   So let me just -- to what you 

said.  Howard Harowitz.  Are you saying that if and 

when you want to move potentially stale-dated GJs, 

that would only happen by way of a filing to the 

Commission, under any circumstance, anyway?   

MS. CARMAN:   Under any circumstance.  Michelle Carman.  

That's correct.  Under any circumstance, we expect 

review and Commission approval of those transfers.  

So, that's where -- in the application, and I tried to 

touch on it in the presentation, but maybe it wasn't 

clear.  But as part of, you know, they're in 

conjunction with, or at the same time, that fourth-

quarter report, we would review the need for the 

transfer and need Commission approval to do that.   

COMMISSIONER HAROWITZ:   Thank you.  Thanks.   

THE CHAIRPERSON:   Okay.   

MR. WEAFER:   Chris Weafer.  Can I just follow up on that?   

THE CHAIRPERSON:   Sure.   

MR. WEAFER:   We're trying to understand this as well, and 

so -- and that's a good clarification that every 

transfer would get approved by the Commission. 

  I take it the company's position would also 

be that you're not only monitoring the market for 
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regulatory change that may affect those transfers, 

you're also going to continue to try and market that 

inventory on an assumption that if the change hasn't 

occurred, it's still available for sale.  You're going 

to try and maximize the return to the ratepayers who 

are having that cost transferred to.  And that's part 

of the report to the Commission on that application 

is, here's the lay of the land, regulatory change, and 

by the way, they've also -- we've also had some 

opportunities arise, and we'd like the opportunity to 

extend the balance, not transfer it over, because we 

see an economic benefit.  Does that -- is that how you 

see that process unfolding?  

MR. WOLFE:   Yes, I do.  Jason Wolfe.  Absolutely.  As we 

noted earlier.  To the extent we can sell those 

gigajoules to a customer, and they, they believe that 

the value of it is still there from an environmental 

attribute standpoint, and they're willing to purchase 

this, absolutely, we would try to be selling those 

gigajoules.  And at that time that we came forward, if 

there was that transfer, we would be indicating to the 

Commission, this is the regulation and here is the 

uptake or the expected uptake.   

MR. WEAFER:   Chris Weafer again.  So, the onus there in 

terms of coming to the Commission, it's -- it's really 

to justify transferring them over, because there is no 
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alternative, as opposed to, that's a default position.  

We do that.  That there is some rationale for putting 

that cost over, other than that's what the tariff 

says.  You'd be accepting of something that said 

you've got an onus.  If you're going to move that cost 

over to provide some form of explanation as to why you 

haven't been able to sell it.   

Proceeding Time 10:44 a.m. T22 

MR. WOLFE:   I think in this application we were trying to 

provide the Commission with a mechanism and how that 

would actually work so we could get some, I think, 

clarity and we could go forward with that approach.  

But at the same time we would then be coming forward 

for approval of the specific transfer of the GJs.   

MS. CARMAN:   It’s Michelle Carman.  The response to 36.1, 

we expanded in this Table 3.1 from our application and 

it was the same table that was in the 2013 biomethane 

decision.  And so we use words in that table that it’s 

the secondary method for cost recovery of biomethane 

that cannot be sold at the BERC rate.  So, you know, 

that implied copper mine for us is -- you know, the 

primary method of recovery is through voluntary 

customers that want to take those GJs. 

MR. WEAFER:   My name is Chris Weafer and I guess what 

we’re just wanting to explore is it may not be the 

BERC rate.  There may be some other market opportunity 
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for the discounted value of that GHG credit, because 

the market unfolds, regulations change, the B.C. 

environment is distinct.  And so there’s an economic 

value other than the BERC rate that could benefit the 

ratepayers, because if the assumption isn’t always 

just the BERC rate, there could be a long-term 

agreement that delivers value.  Would that be part of 

your justification to the Commission for the transfer 

or not? 

MS. CARMAN:   Michelle Carman.  So certainly anything that 

we were contemplating selling other than under our 

approved rate schedule, we would go to the Commission 

for review and approval.  And absolutely, I think, you 

know, that’s something that’s -- that’s not off the 

table.  We’d look at opportunities like that if they 

presented themselves. 

COMMISSIONER HAROWITZ:   So if I may, because -- Howard 

Harowitz.  At the risk of maybe putting too sharp a 

point on this, whole in jest but half in earnest, buy 

one get one, that it’s an inventory clearance sale.  

Would it make sense -- has the utility considered at 

this stage contemplating some kind of mechanism or 

something that says the notion of okay, it’s not plus 

7 but it’s also not at the CCRA.  It's still got some 

diminishing value but while it’s got something, let’s 

try and get half of that or whatever it might be. 
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MS. CARMAN:   Michelle Carman.  I think one of the things 

to consider, that was if that were to become a regular 

thing, that might send unintended signals to customers 

who may have otherwise signed up for a long-term 

agreement.  So again, I think like most things in this 

program, it’s a balance.  So I don’t think that’s 

something we’re actively considering pursuing at this 

point, but if an opportunity came up, could be one 

we’d consider and bring forward to the Commission for 

approval. 

COMMISSIONER HAROWITZ:   As a special circumstance.   

MS. CARMAN:   Yes. 

MR. WOLFE:   And certainly there’s some -- sorry, Jason 

Wolfe.  Customers that come to us because they think 

we might have some environmental attributes that we 

can sell or that they might want to purchase.  And if 

that was tied to the RNG or if there’s a way to do 

that, yes, same situation there, then we could 

monetize that and with a reasonable amount of effort 

then we would bring that forward as well.   

THE CHAIRPERSON:   Further questions on this issue? 

MR. ANDREWS:   Bill Andrews.  So my first topic is 

probably a continuation of the clarification general 

topic and then it’s to do with this slide 16 and the 

upper right-hand corner where the -- and we’ve just 

been talking about the remaining balances in the 
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biomethane variance account and the three potential 

outcomes. 

  First I wanted to confirm my understanding 

that the difference between a balance in the BVA going 

to MCRA versus going to delivery rates is going to -- 

well, the one that we’ve just been talking about, if 

it’s in the MCRA it can still be still be sold as a 

credit although not as RNG.  Is that -- 

MS. CARMAN:   Yeah, Michelle Carman.  The way I like to 

think of it is we can associate GJs with the MCRA 

balance.  The delivery rates and the delivery costs 

are really just about costs.  So there’s no GJs that 

are getting transferred to be able to be used or sold 

in that regard.     

Proceeding Time 10:49 a.m. T23 

MR. ANDREWS:   And the other -- another distinguishing 

feature of the MCRA is that it's to the account of 

bypass customers but not -- no, to the account of non-

bypass customers but not to the account bypass 

customers, is that -- 

MS. CARMAN:   So, anything -- Michelle Carman.  Anything 

transferred to the MCRA would be recovered from non-

bypass sales customers.  Anything transferred to 

delivery rates will be recovered from non-bypass sales 

and transportation customers. 

MR. ANDREWS:   And now, this is really just for 
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background, the other GJs that are in the MCRA that 

are not RNG, where does that come from?  There must be 

other gas in the MCRA account, just so that we 

understand that -- that account is not specific to 

RNG, I understand.  Where does -- where do items come 

from and where do they go for the rest of the MCRA? 

MS. CARMAN:   So, I might rely on my friend, Brian Noel, 

here to jump in, but at a high level that bucket of 

costs is associated with the storage and 

transportations costs of commodity on the FEI system.  

So storage costs, those are costs associated with 

injecting and withdrawing gas out of storage.  

Transportation costs on the transmission pipelines 

that FEI acquires service so we can move gas within 

the province, and I'm sure Brian wants to jump in and 

provide a more detailed response there for me. 

MR. NOEL:   Brian Noel.  I'll just -- I will jump in and 

clarify a bit more.  So, one account you don’t see 

there is the CCRA, that's the commodity account is 

where we have all the costs for natural gas for the 

base load customers on our utilities standard 

offering.  The midstream account is primarily composed 

of the costs related to storage and transportation, 

but it also includes gas -- natural gas related to 

balancing. 

  So, customers' rates are based on a 
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normalized forecast and weather and behaviour changes 

every day, so the midstream balances that.  Some years 

we use more gas, some years we use less gas.  As well, 

midstream takes care of the gas required for the own 

use gas requirements, as well as any lost and 

unaccounted for gas on the system. 

  So, it is a natural place to take any 

balancing related to the BVA unusable molecules. 

MR. ANDREWS:   Thank you, that explains that. 

  My next topic is -- and maybe the slide on 

page 8 is the place to go.  The topic is, you know, 

how and why did we land on $7, and this has been 

discussed quite a bit and also you've responded in the 

IR responses.  Is it fair to say that certainly 

anything above $7 a GJ, Fortis is recommending against 

because of the negative impact on participation in the 

program? 

MR. WOLFE:   Yes.  Jason Wolfe.  That would be correct, 

that's -- you see that drop. 

MR. ANDREWS:   And then the question that rose is well, 

yes, you could have a large participation in the 

program if you dropped it down to 2, but my question 

is, is there any basis for looking at 6.50, $6?  What 

-- I'm not suggesting going above 7, but what are the 

considerations that would make you not propose $6, for 

example? 
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MR. WOLFE:   So, Jason Wolfe, here.  The first day, if you 

recall the guiding principles, was trying to maximize 

the recoveries from voluntary customers, and so that's 

both on a GJ basis but a dollar basis, and $7 seems to 

be the point at which we -- if we start asking for 

more we get drop offs.  So that seems to be that sweet 

spot.  If we charge less we might get more customers 

but have fewer recoveries. 

  And then there's also the other point of 

the longer-term customer and the discount off that, 

and they are willing to pay around the $10, which the 

$7 less a dollar -- so $6 for them works.  If we drop 

the BERC down to 6 or 5, that would then result in, 

again, a lower price for the longer term customers and 

they might have been willing to pay more than that. 

  And so, again, it's just trying to maximize 

from the knowledge that we have of where customers are 

making their buying decisions.  It seems to be that 

once it goes above $7 for your average customer, that 

then there's a change in behaviour, and so that's 

where we would sit that. 

  And then given that, a discount of a dollar 

seems to be, again, the sweet spot for the longer-term 

customers that they're willing to pay. 

Proceeding Time 10:54 a.m. T24 

MR. ANDREWS:   So in a sense, then, the problem with 
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lowering the BERC below -- just looking on the lower 

side, is that of course the impacts on revenue from 

sales, and you've already proposed that $6 for the 

long-term commitment, and you feel that that -- that 

the market will bear that price, essentially.  

MR. WOLFE:   Correct.  Jason Wolfe.  Again, we drop it to 

$2, there's going to be a lot more uptake.  But we 

want to -- it is a different product.  It is not an 

offset, and it has some attributes that people like 

that are beyond the pure environmental.  The fact that 

it's made here, and that side of things people like.   

  And the market seems to be willing to pay 

that.  On the long-term basis, that $6 premium.  And 

then on a short-term, as we've called it, basis, $7.  

MR. ANDREWS:   Thank you.  Oh, go ahead.   

MS. CARMAN:   And if I may, in that specific question 

about a dollar lower, or in that range, there is a 

BCUC response, 35.2, where we actually did run that 

scenario.  So, we don't see a significant difference 

between that, and when we consider the demand, the 

impact of that to customers and what we proposed in 

the application.  So, I think there, in that response, 

we showed an impact of -- well, a five-year average of 

$2.91, to an average residential customer, if we had a 

premium that was a dollar lower compared to Exhibit 

B1-1, where we had $2.68 under the Fortis proposal.  
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So, exactly as Mr. Wolfe said, in that case we didn't 

see the ramp-up of demand resulting in greater cost 

recovery.   

MR. ANDREWS:   Well, and -- we'll follow that up, then.   

  Is there also a consideration that if you 

were to move to a lower BERC price now, and then 

adjust it upward later, that the upward adjustment 

might have a negative impact whereas if you went to a 

-- if you erred on the side of something higher, not 

above $7, then even if you had to adjust it later, it 

would be downwards.  And that presumably would be less 

offensive to potential participants.   

MR. WOLFE:   Potentially.  I mean, one of the things 

there, so we would -- sorry, Jason Wolfe.  If 

approved, once we put these rates in, we'll see what 

happens with the customer uptake and whether or not 

our expectations are fulfilled.  Whether there is more 

or less uptake.  But certainly any time a price is 

increased, customers are less happy than they were 

before.   

  With our normal gas system, it's a little 

less -- it's inelastic in the sense that the customers 

don't turn down their furnace too much on a short-term 

basis.  But this being a voluntary program, any 

increase certainly might have that effect, of 

customers, you know, second-guessing or making a 
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different buying decision, if the price goes up.  So, 

the $7 again was certainly not higher as you've 

indicated.  We think that will work for now.  And then 

we will have to look at what the customer response to 

that is.   

MR. ANDREWS:   Thank you.  Those are my questions.   

MR. WEAFER:   Mr. Craig is going to ask the questions for 

the CEC.   

MR. CRAIG:   When we're talking about impacts on non-RNG 

customers and non-bypass customers, can you give me an 

indication as to what the total natural gas sales are?  

So that I can make the comparison to the 1.5 million 

RNG that we're heading towards.   

MR. WOLFE:   The dollars or the gigajoules, sorry?  System 

throughput -- sorry, Michelle.   

MS. CARMAN:   Yeah.  So from our 2016 annual review for 

rates, it was about 208 PJs.  So the 1.5 PJ would 

compare to 208 total throughput.  And --  

MR. CRAIG:   Without the transportation.   

MS. CARMAN:   Yeah, so our -- yeah, residential was about 

73 PJs, commercial about 55 PJs, industrial customers 

49.  I don't have the breakout in front of me of a 

sales versus transport.  I believe it's around 175, a 

hundred and -- yeah, 175 PJs. 

    Proceeding Time 10:59 a.m. T25 

MR. CRAIG:   For? 
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MS. CARMAN:   Non-bypass throughput. 

MR. CRAIG:   Okay, so the 208 is the total? 

MS. CARMAN:   208 is total, yeah. 

MR. WOLFE:   208 is the total throughput.  175 would be 

the non-bypass, but they're still our customers.  It 

would be less than 175 for the throughput for just the 

sales customers, because some of that 175 is 

transport. 

MS. CARMAN:   Yeah, so I think it is about 125?  Oh, I'm 

being told about 65 TJs transport -- PJ, 65 PJ for 

transport customers.   

MR. WOLFE:   So we are just over 100. 

MR. CRAIG:   So just over a hundred.  Okay, so the 1.5 RNG 

is getting significant, at least it's into the digits 

and the percentages of the total? 

MR. WOLFE:   Yeah, it's less than a percent of the whole 

system throughput, but then if it's on a sales basis, 

it's closer to the percent, maybe a touch --  

MR. CRAIG:   Percent and a half.  And we’ve talked about 

the sweet spot in terms of setting a price.  The 

presumption behind that is that we are concerned about 

the cost impact on the non-RNG bypass customers, and I 

want to just quickly explore that there is more than 

just cost for the non-bypass customers and the non-RNG 

customers.  There is also a benefit in the sense that 

to the extent that they are participating and 
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facilitating RNG, they are helping Fortis align with 

government policy, they are aligning with the general 

environmental policy directions, and presumably that 

creates a benefit for those customers in terms of the 

durability of their general natural gas service, 

relative to imposed policies that might come and do 

other types of things.   

MR. WOLFE:   Yes, I think so, if I follow where that 

question is going.  We have seen some customers who 

have either decided not to switch away from natural 

gas, or have decided to consume more natural gas 

because of RNG.  And so that's good for all customers 

in that they are staying on the system.  And that 

might not have been possible if there wasn’t the 

option of RNG.   

MR. CRAIG:   Sorry, I am going further than that.  I am 

looking at it as part of your corporate profile when 

you are dealing with government policy evolving.  At 

the moment, the government doesn’t direct you in terms 

of quotas or requirements for reductions, and so 

having policies of this nature keeps you potentially 

in that relationship vis-à-vis regulation related to 

climate change.   

MS. CARMAN:   I suppose -- Michelle Carman.  Is what 

you're trying to say is that by having a program like 

this, Fortis itself is in control, versus having 
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another party dictate, perhaps, or suggest what our 

customer -- will cost our customers should incur and 

how the program should be delivered?  Is that what you 

are suggesting? 

MR. CRAIG:   That's what I am suggesting.  And that as 

regulation evolved, if you are running a number of 

policies that are aligned with government policies and 

the Clean Energy Act, you are on a better platform 

when you are dealing with government about how things 

will evolve for your industry, and therefore for your 

customers. 

MR. WOLFE:   Yes, and you've kind of hit on it, right at 

the very end there as well.  It's -- this does align 

with government policy, it gets out ahead of it.  As 

you noted, there was no government requirement that we 

put in an RNG program.  We did that ourselves when we 

saw the policy come out in 2007, and the Clean Energy 

Act, and we saw this as a way to both align with that, 

we could also meet our customer needs. 

  That policy environment has continued, as 

many of you are aware, with the climate leadership 

plan that was issued in the fall.  And that calls for 

some -- or the team that was put together by the 

Premier came out with recommendations that calls for 

things like carbon tax increases and such.  And didn’t 

talk a lot about RNG in that, but we certainly see the 
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RNG program as a way to help meet those policy 

directions.  Although we are not required by law to do 

this right now.  And also, as you noted, to meet the 

customer desires for a product that is carbon neutral, 

and certainly from some of our customers' needs, this 

means that they can continue to use the same equipment 

that they have right now, their furnace, their boiler, 

what have you, and get the benefit of their reduction 

in GHGs without having to incur costs to change over.  

  And so, for them, that then helps them meet 

their target.  So there are customer benefits and 

there are policy benefits.   

Proceeding Time 11:04 a.m. T26 

MR. CRAIG:   That’s what I was after.  Thank you.   

  Just switching to the discussion that we’ve 

had around the move of potentially non-saleable RNG to 

a MCRA account.  The MCRA account has a lot of charges 

that go into it that are just dollars.  They’re not 

necessarily associated with GJs.  And then we’ve heard 

there are some GJ accounts.  Is it possible for the 

Commission to move the dollars but keep the GJs still 

in the inventory bank?  At the moment you’ve talked 

about them always going together, but I want to ask 

the question whether or not we could separate them if 

the Commission so ordered.   

MS. CARMAN:   Michelle Carman.  If the Commission so 
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ordered, because there is no GJs associated with it, 

the more appropriate spot for those dollars then would 

be delivery rates.  So the GJs associated in the mid-

stream account recognizes there’s value in those GJs 

to customers.  So I think if we were just going to 

transfer dollars, it would be best to recover it from 

the larger base of customers, so all non-bypass sales 

and transport customers.   

MR. CRAIG:   Okay, and that’s a view, but there are just 

dollars that go into the MCRA account. 

MS. CARMAN:   That’s correct. 

MR. CRAIG:   So if the Commission were to choose that, 

would you have an objection founded on something? 

MR. WOLFE:   Subject to thinking through the whole step 

and how that would work, because there may be some 

complications with how you do that.  And also if 

you’re just transferring dollars but not GJs, where do 

those GJs end up being?  Because would they still be 

in the BVA as far as a GJ with a renewable attribute?  

Would it have to go somewhere else?  Don’t know about 

those mechanisms. 

  But yes, you are correct in that there are 

costs that go into the MCRA that are not GJs.  So with 

the transportation you’re just paying a fee.  So those 

dollars do go in, so in theory you could put dollars 

in.  I don’t know how the mechanism would work and 
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where those GJs and what they would be then, and where 

they would be used.  

MR. CRAIG:   Sorry.  

MS. CARMAN:   Yeah, I’m just thinking a little bit on my 

feet here and a little bit of feedback from some 

others.  So it would result in inventory remaining in 

the BVA with no dollars associated with it. 

MR. CRAIG:   Potentially future revenues. 

MS. CARMAN:   Potentially future revenues. 

MR. CRAIG:   Credited back to MCRA.   

THE CHAIRPERSON:   Just a little further question or 

suggestion.  Could the GJs be moved somewhere else?  

Out of the BVA but not -- sorry, retained somehow in 

another place.  I’m not sure if that’s what you’re 

getting at.   

MS. CARMAN:   Yeah, I suppose I guess I just don’t see the 

difference of just -- if that was the case, leaving 

the supply valued at what that supply costs in the 

BVA, and -- but if it’s an issue of moderating the BVA 

balance and then transferring perhaps some of the 

other costs in the BVA through to delivery rates.  I 

think that would be the cleaner way of going about it.  

You know, and from accounting principles in terms of, 

you know, matching costs and recoveries, that we may 

be challenging the BVA if we reduce the -- write off 

the value and then later recognize the cost. 
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MR. WOLFE:   And I’m not sure whether then -- Jason Wolfe, 

sorry.  Whether the GJs in the BVA would be considered 

still renewable and have that value or not.  I don’t 

know the answer to that. 

MR. CRAIG:   So let me come up a level then.  The concern 

obviously around this is lost opportunity, because 

what you’ve described in the application appears to be 

lost opportunity if it does get transferred.  And I 

get that it’ll go through a Commission process and so 

on.  But to deal with lost opportunity, you’ll make an 

application to the Commission, both in this process 

and potentially the future application.  Will it be 

possible for you to explore a whole range of 

alternatives in terms of how we can preserve the 

opportunity as opposed to lose it?  As opposed to just 

make an application to the Commission, it’s 18 months 

or it’s two years and it’s now time to transfer.  But 

I’d like to see a process somewhere where we’ve got an 

opportunity to explore this.      

  For instance, can the Commission make an 

interim transfer?  And interim transfers can be 

undone.  Is it possible --  

Proceeding Time 11:10 a.m. T27 

MS. CARMAN:   Yeah, Michelle Carman here.  I mean, one 

possibility could be a separate deferral account for 

this aged inventory.  And perhaps we move it there, 
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maybe we come up with some rules around how long we 

leave it there, how much of it, you know, a chance we 

give to sell, and then, you know, like you say, maybe 

that's an interim step.  We're always mindful of 

creating deferral accounts, you know.  We like to only 

have the ones that we absolutely need, and we like to 

have, you know, defined periods of disposition for 

them.  But, you know, certainly I think that could be 

one option as an interim step.   

MR. WOLFE:   And maybe if I could add on to that.  Jason 

Wolfe.  The other thing we would be mindful of is not 

just the creation of a deferral account, but also the 

creation of complexity of a process, and the costs 

associated with doing that.  And so if we're only 

talking a few -- a small number of gigajoules, and we 

create a process that's more costly than the value of 

that, then it doesn't make a lot of sense to do it.  

And so part of our thinking when we came up with this 

mechanism was that then there is something in place 

going forward.  Understanding that we still have to 

get the approval for the actual transfer when that 

occurred, but we would be setting something out and 

trying to keep it -- although it's somewhat complex.  

It was what we felt to be as smooth and streamlined as 

possible.  And not creating a process that was going 

to incur a whole bunch of costs on top of that.  
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  So, trying to balance that, and I 

understand, David, where you're going.  And we 

certainly would want to try to maximize the benefit 

possible, either from selling it or if there's a 

monetization of the environmental attribute or what 

have you, absolutely we would want to do that.  But 

this mechanism was to put in place something that we 

knew, okay, it's in place now, and if that comes and 

we have to transfer, we know that there is a way to do 

it, and it isn't going to create extra either accounts 

or processes that start to weigh down in costs.   

THE CHAIRPERSON:   So, I -- go ahead.  If it's still on 

this, go ahead, please.  I'll wait.  But just before 

we move off this topic, so --  

COMMISSIONER HAROWITZ:   Howard Harowitz.  So, forgive me.  

And this might be a really bad idea, and it just came 

to me in the context of this question.  Is it 

conceivable that what gets transferred to MCRA at the 

commodity rate happens at the time of acquisition of 

the gas, and the only thing that goes into the 

variance account is the premium value?  And would that 

not solve the problem of -- the gas is consumed at the 

time it moves into the system.  You've got customers, 

therefore, consuming it at the commodity rate, which 

is its notional offset value.  And what you put into 

the variance account is the premium that, when you 
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sell it at the premium rate, it gets recaptured.  If 

it gets written off, it gets written off, or whatever.   

  But is that a conceivable mechanism that 

comes at this a different way, that you charge the 

base level at acquisition, and the only thing you put 

into inventory is the premium value that it might 

hold?   

MR. WOLFE:   I don't know that you'd be able to sell the 

gigajoules, then, as RNG at that time.  There wouldn't 

actually be the gigajoules.  So it comes into the 

account -- when you acquire it, it comes in as a 

molecule, and it has attributes associated with it.  

And when we sell it, it has those as well.  And so you 

need to have that in that same place, when you're 

buying and selling and the BVA is where that occurs. 

  And I see Cathy nodding her head, because 

this came up with the Surrey application a couple of 

weeks ago, and how do those environmental attributes 

get maintained.  And so I think when you have those 

gigajoules that come into the system in RNG, they have 

-- they go to that area, that account, the BVA, 

because they are both the gigajoule and the attribute.  

And then you sell it, and it has that.   

  And then if we -- we're talking about now, 

in the case that that doesn't get sold, then what do 

you do?  But if you move the gigajoule out right away, 
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I'm not sure whether it would still have that 

attribute.   

COMMISSIONER HAROWITZ:   I guess what I'm asking is, could 

you keep the gigajoule but it's a value that you keep 

as only its renewable value, not its commodity value  

-- not its offset commodity value.   

  I don't want to belabour it, and it's 

certainly not a point of view, I'm just asking a 

question.   

MR. WOLFE:   Okay.  I'd just have to check.  I don't know 

that you could, but --  

COMMISSIONER HAROWITZ:   Okay.   

Proceeding Time 11:15 a.m. T28 

MS. CARMAN:   Michelle Carman.  I’m just wondering if the 

outcome really is any different than what we’ve 

proposed and what we have today.  I’m just trying to 

think through the steps.  I think we end up in the 

same place where those costs are either transferred 

for recovery through the mid-stream at a certain 

amount, or recovered through delivery rates.  And so 

you might shift that between those two buckets, but I 

think overall we end up at kind of the same net place. 

MR. CRAIG:   Thank you.  If I can leave the topic in 

written argument, we’ll be encouraging that when you 

make the applications that you do a full exploration 

of all of the potential alternatives for not losing 
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the opportunity, for subsequently being able to 

explore getting value for it from any given potential 

market that might see value in it.  And I think enough 

discussion from Michael and you on that.  It was 

clearly an issue that appears to come forward as we 

may lose an opportunity, and I’d like to make sure 

that we have a process for trying not to do that. 

MR. WOLFE:   And again, as we’ve noted, we certainly would 

rather try to sell the RNG as RNG before transferring, 

and we make those efforts ongoing.   

MR. CRAIG:   Okay, switching topics and I’ve got four or 

five topics to go through.  I want to deal with the 

municipal contracts, and if I go to a reference CEC 

1.3.1 and refer you to the graphic there.  The graphic 

comes out of the application, and the overlay on the 

graphic is the answer to the question.  And there’s a 

band of slightly lighter blue than the bottom band 

that says it’s in negotiation, and I’m assuming that 

the large majority of that is the municipal contracts, 

Surrey and Vancouver.  Surrey and Vancouver in total 

come to 375 gigajoules.  This is slightly more than 

that.  Are the other ones also municipal or are there 

some other -- 

MR. WOLFE:   Jason Wolfe here.  Those are the two 

contracts in negotiation that we’re talking about.  

And you’re right, they are -- the Surrey one we 
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already have in process and awaiting a decision on 

that one, and that was a total of 160,000 at the upper 

end that they expect.  The other one in negotiation 

right now is the potential for the City of Vancouver, 

which would be the Delta landfill, and right now 

there’s a range, it will depend on technologies and 

things like that, that we employ, but somewhere around 

250,000 gigajoules is what’s expected there.   

  Once we go beyond that, although not in 

negotiation, there is some potential for other farm 

type projects, but they would be of lower gigajoule 

amounts right now, in the 50 to 100.  But we’re just  

-- really the one main one we’re focusing on now that 

Surrey is already through its process is the City of 

Vancouver.   

MR. CRAIG:   What I’m looking at is the gap between the 

red line and the yellow dashed line, is quite a large 

gap in terms of what the demand may be.  And the area 

that we’re interested in exploring is what is the 

impact of what may fill that and what do we need to be 

worried about in terms of non-bypass customer 

ratepayer interests. 

    Proceeding Time 11:19 a.m. T29 

  So I want to explore the municipal 

contracts in terms of their impact.  And my 

understanding is that for those contracts, the 
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purchase is at the BERC rate, and the sale is at the 

BERC rate? 

MR. WOLFE:   So, Jason Wolfe here.  The Surrey contract is 

the first one that uses a, for lack of a better word, 

a bit of a “buy-sell” in that they are producing and 

consuming.  And while the upper end is 160,000 

gigajoules, the expected gigajoule amount is lower 

than that, it is between -- it's 100 to 120, but they 

just wanted to -- if the plant runs at full capacity, 

it could go to 160.  

  Surrey, as we’ve noted in that application, 

expects to consume what they produce, and the 

mechanism for doing that at the end of the day ends up 

being that they buy and sell at the BERC rate.  But 

they certainly are intending to consume all. 

  With the City of Vancouver, we're still too 

early in that to know whether or not they are going to 

be consuming some of their own as well. 

MR. CRAIG:   With the City of Vancouver, are you talking 

or have it on the table that it may be the same buy-

sell at BERC rate? 

MR. WOLFE:   If the Surrey agreement is approved, and that 

mechanism is approved, we do like that kind of 

mechanism.  It's a way for municipalities to be able 

to produce their own and consume their own, and 

certainly for meeting their own climate targets that 
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they have signed up for in the climate action charter, 

this is a way for them to do that, using their own raw 

fuel.  And so it is certainly, if approved, can be a 

model that could be used. 

  So, we, in our discussions with Vancouver, 

you know, these are concepts that we’re exploring.  

Can't really speak any further than that, because we 

are not far enough along, but they are concepts that 

we are exploring.   

MR. CRAIG:   And in terms of its marketing appeal, Surrey 

is not only bringing its own demand, but also 

designated customers? 

MR. WOLFE:   The concept in that application was that 

Surrey was unsure whether they would be able to 

consume all with their own direct gas accounts.  So in 

this case the district energy system that uses gas, 

they could be a consumer.  But they also have a 

requirement in their trash hauling that they use 

natural gas, and their existing trash hauler has a 

natural gas CNG station and fills up that way.  And so 

they wanted to then -- they felt that that was a good 

tie-in, that they -- those trucks that are picking up 

all the garbage are on renewable natural gas, and so 

because of the contractual nature of that, it isn't 

their own trucks.  They needed a way to be able to 

say, well, this service provider is providing the 
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service for Surrey, and so therefore we want them to 

be able to -- us to be able to stream the RNG to them.   

MR. CRAIG:   So, to the extent that these negotiations are 

also marketing, and you’re bringing additional 

customers in, it's efficient from the non-bypass 

customer ratepayer point of view, that you are 

bringing in a significant sized demand, that will be 

paying a BERC rate? 

MR. WOLFE:   In the case of the Surrey, certainly.  If 

that materializes in Vancouver, it would have the same 

impact, yes. 

MR. CRAIG:    Yeah, related set of policy directions 

around these municipal opportunities, that's what I am 

looking at, at the moment.   

MR. WOLFE:   Yeah, and certainly there is a benefit to 

that, of having the -- in the case of Surrey, they had 

specific policy reasons for doing that and desires for 

putting in their own facility and streaming it to 

their own use.  Other municipalities may or may not 

have that same desire. 

  But mindful also that we do want to ensure, 

although you see a gap here between supply and demand, 

we are being very conservative on the demand side.  We 

do want to make sure that that supply is available for 

our other customers that might want to purchase.  

Whether that be a UBC or another large customer or the 
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residential, so.  Mindful that there is a bit of a 

chicken and egg, the supply-demand, and when that kind 

of comes together, but we do want to make sure that 

there is enough to have out there for general 

customers to sign up.   

Proceeding Time 11:24 a.m. T30 

MR. CRAIG:   A couple of facts around this that I want to 

understand, is if you're discounting the BERC rate, 

does that become the discount at the purchase price?  

In that Surrey is buying at the BERC rate, is it the 

discounted BERC rate that you buy?   

MR. WOLFE:   The mechanism that we -- and we changed how 

we were doing it right at the last moment because we 

realized it wouldn't work, but we changed the 

mechanism in the Surrey to ensure that no matter what 

the BERC rate was, whether there were multiple BERC 

rates, whether they changed every quarter, no matter 

what, that it would work.  And that at the end of the 

day, Surrey -- we are paying -- Surrey is effectively 

paying a BERC rate, whatever it may be, multiple 

accounts and multiple rates, if that was the case, and 

then we are paying them the same rate -- or, sorry, we 

are purchasing at the same rate.  And for those 

gigajoules that are not consumed by Surrey, then there 

is a negotiated price for that.   

  And at the end of the day, that's how it 
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works out.  There's some nuances in the contractual 

agreements to make it work.  But --  

MR. CRAIG:   And when you say not consumed by Surrey, 

that's Surrey and its designated customers.  Okay.  So 

it matches the discount.   

MR. WOLFE:   Exactly.  If Surrey is -- yeah.   

MR. CRAIG:   If we're selling to them for less, we're 

buying for less.   

MR. WOLFE:   Yeah.  If Surrey -- at the end of the day, 

because you do have to go through some in-and-outs in 

the mechanism, but at the end of the day, if Surrey 

buys a hundred gigajoules of RNG at $10, and they 

produce 15, for 10 of that we pay the same price, the 

hundred dollars.  The other five that they didn't 

consume is a negotiated price.   

MR. CRAIG:   I get that.  And it's a price that may be 

higher or lower than the BERC rate, I understand.   

MR. WOLFE:   Sorry.   

MR. CRAIG:   If you have additional gigajoules that are 

not purchased by Surrey or its designated customers, 

those are priced at a renewable sales price when you 

purchase them, and that may be higher or lower than 

the BERC rate.   

MR. WOLFE:   We have supply contracts of which Surrey is 

one.   

MR. CRAIG:   Yes.   
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MR. WOLFE:   That's what it was filed under, 71 for the 

purchase price.  That component of it.  And so we 

negotiate with those suppliers for the purchase of 

RNG, and we negotiate that price.  And in the case of 

Surrey, there was a negotiated price for that.   

  Any customer that consumes RNG consumes it 

under the existing rate schedules.  So whether that's 

Surrey, its designated customers or any other 

customer, consumes it under whatever those rate 

schedules are.  And then the mechanics of the 

agreement with Surrey is that at the end of the day, 

for those gigajoules it both produces and consumes, 

it's at the BERC or the weighted BERC, whatever that 

happens to be.  And that which they do not consume, 

that's in addition, would be at that negotiated price.   

MR. CRAIG:   Right.  So in the BERC rate, we have not only 

the cost of the supply, but we have interconnection 

and upgrade costs, and program overhead costs.  The 

interconnection and upgrade costs, are those captured 

in the facility fee that's attached to these 

contracts?   

MR. WOLFE:   Well, Surrey specifically, the 

interconnection costs are recovered in that fee, that 

facilities fee.   

MR. CRAIG:   Right.  But the program overhead costs are 

not in the facility fee?   
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MR. WOLFE:   There was a negotiated amount with a net 

facility fee for some historical costs, and we 

answered a number of IRs about that, but there are 

other associated costs for historical -- or for the 

program which -- that's in the BVA.   

MS. CARMAN:   So if I could -- Michelle Carman here.  Just 

to clarify, I think we might be confusing a couple of 

things.  So, there is the supply bucket of costs and 

then there is all other -- all other aspects of costs.  

So with regard to the supply bucket of costs to the 

extent, you know, whatever supply-type costs are 

incurred, so those would be the interconnection costs, 

that the capital -- the overhead in terms of the 

operating and maintenance associated with those 

facilities, that's recovered there.   

  If you're talking about the program, the 

general overall program overhead, that's another cost 

that's added to the BVA, and then recovered through 

the BERC rate.  So it’s not something that -- we don’t 

call that overhead cost to us, supply cost.  There’s 

specific costs attached with each of the components of 

supply.  

Proceeding Time 11:29 a.m. T31 

MR. CRAIG:   So the overhead costs includes the marketing 

costs, and we’re talking about increasing marketing 

costs.  And if the sale is at the BERC rate and the 
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purchase is at the BERC rate and those are included in 

the BERC rate, then there’s no recovery of those 

program overheads unless the Heritage fee and the 

facility fee or some other mechanism in the facility 

fee is capturing those costs.   

MR. BYSTROM:   David -- sorry to interrupt.  I’ve been 

waiting to see where this is going and I’ve been 

waiting for the link into this application.  We’re in 

the middle of argument on the City of Surrey 

proceedings and these are like literally the matters 

you raised in your argument.  So I’m just -- what is 

the connection?  Help us see, to this proceeding, so 

that we can -- 

MR. CRAIG:   To this proceeding is we’re concerned about 

the impacts on non-bypass customers of any of the 

activities.  Where I’m heading with this overall is 

that I think these municipal contracts are highly 

advantageous and I’m just trying to understand around 

the fringes, which of the costs are recovered and 

which aren’t.   

MS. CARMAN:   Perhaps -- Michelle Carman -- this might 

help.  So Jason mentioned that all customers who 

purchase RNG, it’s under the approved rate schedules.  

So to the extent those are recovering those overhead 

costs and they will change over time as the BERC rate 

changes, we are, regardless of whether the consumption 
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matches the supply in the Surrey case, we will be 

recovering overhead costs from any customer who 

chooses renewable natural gas.   

MR. CRAIG:   So I think in this case that’s not the case 

because you buy at the BERC rate and sell at the BERC 

rate.   

MS. CARMAN:   You’ve got to disconnect the two.  One is 

related to the supply portfolio and the other is a 

group of customers that are choosing to purchase RNG.  

In this particular case they may be contractually 

obligated with the City of Surrey, but they’re still 

buying renewable natural gas under the BERC rate. 

MR. WOLFE:   And I think the structure of the Surrey 

agreement was done to meet certainly the needs of 

Surrey and to be able for them to demonstrate to their 

constituents that they are producing and consuming.  

There could have been other mechanisms to get to the 

same place.  Perhaps it could have just been a supply 

contract only.  And then they dealt with the 

consumption entirely outside that agreement. 

  But when we were working with them, that’s 

what they were looking for was a way to tie it all 

together.  That is a mechanism that could work for 

future municipal contracts as well.  If it so happens 

that they want to consume their own, and Surrey has 

proved there is a way to do that, Vancouver will be 
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different than Surrey no matter what because in the 

Surrey one was where they were building their own 

facility.  And what we’re contemplating in Vancouver 

is that Fortis would be the one building the facility. 

  But at the end of the day we calculate that 

all out into what it looks like per GJ, and we talk 

about it from that context.  Surrey, though, is really 

a way -- the mechanisms were a way to effect a 

purchase of Surrey’s RNG by Surrey, or it's designated 

customers.  There are nuances in the mechanism, but 

that at the end of the day was what it was designed to 

do, to not have a benefit or a cost to the program, 

and in doing that we created a separate mechanism, the 

facilities to recover the interconnection costs and 

some of the other costs because there was going to be 

an in and an out of those gigajoules.  It was perhaps 

complex, but it was designed to try to meet those 

needs. 

THE CHAIRPERSON:   We’re spending a lot of time on the 

supply contracts and I’m mindful of what Mr. Bystrom 

raised, that there is another proceeding that is 

looking into the Surrey and presumably will be looking 

into the Vancouver supply contract.  If we could focus 

on the program side of it, I think that would be 

helpful.   

    Proceeding Time 11:34 a.m. T32 
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MR. CRAIG:   I am ready to leave the point, and my focus 

was on the program side, in terms of these costs, and 

I think it will be evident that the program overhead 

costs that are part of BERC rate, when you buy and 

sell at the same price, don’t end up getting 

recovered, and they end up falling into the BVA and to 

non-bypass customers.  And I’ll leave it at that for 

argument, and move on.   

  If I could turn to CEC 1.5.1, and it's also 

the application B-1, page 19.  And that topic area 

that I’m looking at is dealing with the proposal that 

we do the discount to price, and that price is the 

issue.  So, I want to explore the evidence around 

whether or not price is the issue.   

  And one of the pieces of evidence that you 

use is the switch that is taking place between the 10 

percent blend and the 5 percent blend?  Which is what 

is in this graphic.  And the switch that I am looking 

at, in this particular one, appears to take place 

sometime in 2015.  The increase in the 5 percent 

starts to take hold?   

MR. WOLFE:   Yes, I believe it looks that way, but I mean, 

key in this we’re not speaking -- sorry, Jason Wolfe.  

We're not speaking about a lot of customers in this 

case, as we note in the IR 17 to 29.  So, that's not a 

lot of customers.  There are approximately 7,000 in 
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the program.   

MR. CRAIG:   Yeah, fair enough, and it's a small number of 

customers, but as we see, later in 2015 there is some 

shift going to the 5 percent? 

MR. WOLFE:   Yes, it shows that.  But again, small 

numbers.  I believe the IRs that we filed yesterday we 

showed some statistical analysis that showed that when 

price went up, a change to a lower level blend 

occurred and that was statistically significant.  So 

you do see a bit of that shift.  Although this is a 

small number of customers. 

MR. CRAIG:   And the point that I am after here is that 

shift seems to be taking place a long time after the 

price change in the BERC, and also quite a long time 

after the marketing cost was dropped. 

MS. CARMAN:   So, again, Michelle Carman.  If we could 

then perhaps look at figure 4-1, which is on page 21.  

And the green line there, that you’ll see in that 

chart, that plots the BERC premium over natural gas.  

So you can see that yes, it has been a period of 

change since -- the BERC rate may have changed, and 

since marketing costs change, but it is also at that 

point in time signifying there was a change in the 

price of natural gas, adjusting the premium.  

  And so, whether we can draw certain 

conclusions from that or not, we did run some of the 
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statistical analysis that showed that the customer 

behavior as such, as the premium goes up, their 

preferred percentage blend goes down.  So, again, it 

is about I think -- what it tells us is that customers 

seem to be managing to an annual bill impact that 

suits their needs.   

Proceeding Time 11:39 a.m. T33 

MR. WOLFE:   Wolfe, here.  There may be other factors that 

go along with that in place.  So did the customer's 

knowledge of gas prices change over that time?  Was 

there a lot of media around the low price of gas in 

the middle of 2015 that might have spurred some of 

that on?  Other discussions about other factors that 

might have led to perhaps a delay?  But statistically, 

yes, it shows that we -- as the premium increases the 

customers consume less of it. 

MR. CRAIG:   Fair enough.  I just want to leave the point 

that the timing for the price change and other changes 

that we're talking about is different than the 

reaction, and I want to go though a couple of other 

pieces of evidence and just look at the same point. 

  In the CEC 1.8.2 we've got you overlaying 

the marketing spending, dropping significantly at a 

point in time just before the drop in the monthly 

adds.  So I'm looking to confirm that both potentially 

the price increase that took effect at the same time 
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and the drop in marketing, are both potential 

explanations for the drop in adds? 

MR. WOLFE:   I think that's a conclusion that can be 

drawn, and the difficulty is we have seen some direct 

evidence in figure 4.3 in the application that shows 

an effect of a price change on drops, but at the same 

time we did drop marketing on one of those at the 

first price drop and then the falloff in customer 

demand occurred at that time as well.  So there is a 

linkage I think between marketing spend and customer 

adds and drops as well as price.  We don’t have -- 

because we didn’t -- we did both of those at the same 

time, it's difficult to say exactly all -- a change 

one or the other.  It's likely a combination of both. 

MS. CARMAN:   Yeah, so if you go back to slide 12 where we 

show that profile of marketing spend, you see the 

spend in '14 and '15, we didn't see a change in spend 

within those years.  It was in advance of '14 were the 

change in spend.  So '14 compared to '13 versus '15 

and '14. 

MR. CRAIG:   And I'll just do it by reference and skip 

past it because it's same for rate 2B, and it's in CEC 

1.9.5, the drop in spending occurs just before the 

drop in adds as well and the price change is the same. 

MR. WOLFE:   And both those things happen concurrently.  

And you continue to see in the response to CEC IR 8.2, 
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in the graph that we provided in response to that 

question, the drop off in marketing spends happens and 

then there's a consistent dropping in the adds.  It 

continues to go down and seems to perhaps level off a 

bit in the latter part of '15. 

MR. CRAIG:   And then if I go to -- I think the one that 

you referenced was figure 4.3. 

MR. WOLFE:   That's correct. 

  Proceeding Time 11:43 a.m. T34 

MR. CRAIG:   Monthly drops tied to the price increases.  

And I just want to explore a different interpretation 

of that.  I think when the price increases are coming 

up, you end up in a communication with customers about 

the price increase.  And so in a way that’s marketing 

the price increase and getting a response to it.  And 

I see subsequently that the drops go back to a 

normalized rate. 

MR. WOLFE:   Yes and no.  The two spikes that you saw 

there are at times when prices increased.  The first 

one was also at a time when marketing spend dropped.  

So the spikes could be because of that communication 

ahead of time about price changes, and we try to 

communicate to our customers ahead of time so they’re 

not surprised on their bill.  And there is a spike in 

drop-offs.  But I wouldn’t say that it returns to 

normal levels.  Overall it returns to levels of drops 
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that were higher than what they were before.  So that 

yes, there is a spike in the drops when the price 

changes and perhaps the communication to those 

customers, but then the drops are higher than they 

were before, after that point in time.   

MR. CRAIG:   So let me explore that further with BCUC 

1.8.1.  And in this table you’re showing the number of 

customers quarter by quarter and the net adds being 

the number of adds less the number of drops.  And then 

you’re showing the actual absolute value for the 

number of dropped customers, which shows an increasing 

level in absolute terms of numbers of customers 

dropped.  And then you have what you call a churn 

rate, but that’s actually the percentage of the 

customer base that’s dropping out.  And the percentage 

of the customer base that’s dropping out seems to be 

fairly normal throughout the whole period, in around 

the 4 percent level.  

  And so if price was the factor driving 

people to drop out, I would have expected that we 

might see a difference in the churn rate in response, 

but I’m not seeing it.  So it’s causing me to look at 

the evidence and suggest that it’s potentially the 

absence of marketing that’s causing a lack of adds as 

opposed to a change in the drops.  So if you could 

comment on that. 
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MR. WOLFE:   I think it’s -- as what I’ve said, it’s hard 

to pull apart both of those.  It’s hard to know 

whether if you increased dollars or dropped the price, 

whether that churn rate would have dropped otherwise.  

I mean there’s a little spike to 5 percent in 2012 

early on in the program, but after that it stays 

consistent, but it’s a little higher in the last year, 

year and a half.  It’s hard to say though whether 

dollars, more dollars spent on advertising would have 

-- what effect that would have had.  Would the churn 

rate have been lower if the price was lower?  All we 

have right now is this evidence right in front of us, 

so I think it’s -- we believe that both -- if the 

dollars spent making sure a customer is aware of the 

program are important and then we need to increase 

those, but at the same time the price is a factor.  

And we’re hoping to actually increase the numbers, and 

so it would be nice to see a decrease in churn as well 

if that was to occur.   

Proceeding Time 11:47 a.m. T35 

MR. CRAIG:   Thank you.  So that's just an interpretation 

of that evidence.  That it seems to favour the 

interpretation that the less the price impact.  And 

there's several other pieces in the evidence where 

you've undertaken a marketing push or initiated a type 

of marketing where you get quite a significant jump in 
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the additions.  And so to me that speaks to the 

evidence that marketing does make a difference, and 

you do get significant adds when you get into 

marketing.   

MR. WOLFE:   Absolutely.  There is no doubt about that.  

We saw an increase in attachments when we initiated 

various pushes on the AirMiles program.  We saw an 

increase when we -- on the commercial side when we 

added an individual, because we hadn't at that time, 

to just push on -- for the commercial customers.  And 

we saw that spikes occur at those times.  So 

absolutely.  Haven't said that marketing doesn't 

matter.   

  In fact, you know, we agree with the fact 

that we do have to have the marketing out there, and 

it will have an -- we think it will have an effect on 

it.  We also believe that the price has an effect too, 

in customers' minds.  And if the price stays high, it 

will become that much more difficult to market the 

product.  If the price goes down, the marketing spend 

we have should suffice.   

MR. CRAIG:   Fair enough.  And if I just attach marketing 

and price here, and if we're going to go through some 

reductions, might it be advantageous for you to do any 

reductions in price that are approved over time?  

Because each reduction in price gives you an 
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opportunity for marketing that reduction in price.  If 

you only do it once, you only get one opportunity to 

do a big drop.  But if you have several opportunities 

you're back talking to customers about a declining 

price.  So, I'll leave that in argument, but you could 

comment on it now if it's something that you might 

look at.   

MR. WOLFE:   We could look at it.  The danger would be, I 

think, that the comment that was brought up by Ms. 

Carman before, you don't want to get customers 

expecting that the price is going to go down, and then 

just wait.  If they get used to a marketing push for a 

lower price, and another marketing push for a lower 

price, and you can get the market then reacting to 

that, and waiting.  We think that the price that we've 

suggested going down, a $7 premium, is the right one 

to be at, and that we will see that uptake.  But 

again, as we've noted, we'll have to wait and see what 

the customer response is for a little while, to be 

able to determine whether we're effective.   

MR. CRAIG:   So I'll leave this one just with the point 

that to me the marketing issues appear to be the more 

powerful of the two issues, and that goes to the root 

of what's at stake here, in terms of impact on 

customers and how to optimize it.  And I get that 

that's where you're going.  So, to the extent we have 
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recommendations, it's really just alternative ways of 

going about optimizing.   

  I just want to turn now to the --  

COMMISSIONER KEILTY:   Just one question, to -- can you 

remind me why you dropped the marketing spend in those 

two periods?   

MR. WOLFE:   The marketing -- it was dropped once, and it 

just stayed.  Sorry, Jason Wolfe speaking.  It was 

dropped, or lowered at the time when the price went 

up, and our concern was there was a fairly big jump in 

the price of the BERC for the customers.  And that if 

we could do things to reduce a further increase in the 

price of the BERC, that we should do those, so that we 

are keeping the price as low as possible for customers 

to sign up.  And so one of the decisions we made at 

that time was to reduce the marketing spend.   

  And we did it at the time that the price 

did drop, at the same time.   

THE CHAIRPERSON:   Thank you, Mr. Craig.   

Proceeding Time 11:52 a.m. T36 

MR. CRAIG:   I'm just going to move then to dealing with 

the marketing spend, which is going back to 300,000.  

And overall what I’m looking at is to answer a 

question that came up in IRs, whether or not there 

should be a limit as to how much marketing we deal 

with and what is the return that we get on marketing, 
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eventually goes into the design of program and so on.  

  So the first piece of evidence I want to 

take you to is BCUC 1.43.1, which is a breakdown of 

the spending, and it breaks the spending down between 

residential and commercial.  That shows the 

residential spending would go from 105 to 180 and then 

up further, and the commercial from 70 to 120.  

  And then I want to tie that together with 

143.2 BCUC, where you’re tying an estimate of the 

number of customer additions that would go along with 

that marketing.  And so in the residential case we’re 

going from 105 producing customer additions of 886 to 

180 producing customer additions of 1200.   

MR. WOLFE:   Yes, I see that.   

MR. CRAIG:   And the commercial sector from 17 up to 30 

and then back down to 20 additions.  So what I want to 

do is just take you through to a calculation that I’ve 

done with respect to that, to deal with what’s the 

average cost of new acquisition of customers.  And for 

-- 

MS. CARMAN:   May I just offer just an overarching 

statement here?  So as noted in those responses, first 

of all it was a high-level breakout of marketing costs 

between residential and commercial customers, so again 

not a precise number.  It was based on a 60-40 split.  

And then the same thing with the customer additions. 
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  So just to preface that, any calculations 

that are done are based off of some high-level 

estimating of what can be attributed to what type of 

customer. 

MR. CRAIG:   Yeah, I think that’s very fair to be sure 

that we’re describing that there’s a good deal of 

uncertainty attached to these numbers and to any 

calculation.  But the numbers do have context in terms 

of your historical performance at those same levels of 

spending, and so presumably your estimates came from 

that sort of source.  But I would certainly accept 

that there’s a significant range of variability and it 

will change depending how you modify the marketing 

programs and activities.  But I think it’s relevant in 

terms of the evidence before the Commission just to 

have a look at what the costs of the new acquisition 

is with these estimates, and then accept that there’s 

a range around them.   

  So when I do the costs for the 2015 

projection, the average cost per acquisition is $118.  

And if I do the average cost for a new acquisition 

when the spending goes up and it’s 1200, the new 

acquisitions come in at $238.  So it’s a 200 percent 

increase in the cost per acquisition from what we were 

doing in 2015.     

Proceeding Time 11:57 a.m. T37 
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  And on the commercial side, the acquisition 

costs for 17 customers at 70,000 would be 4,117 per 

customer.  And the acquisition for new customers 

absent the jump to 30, but then going back to the 20, 

is 17,000 per customer.   

  And so what I'm looking at when I'm trying 

to justify that spending is to say, well, what are we 

getting in in revenue from the new customers?  And I'd 

just like to explore with you the revenue that comes 

from a new customer if the new customer is using 120 

gigajoules a year with a 10 percent blend.  That would 

be 12 gigajoules.  And the premium would be $7.  So 

for the year that would be $84 a year.   

MR. WOLFE:   Okay.  Jason Wolfe speaking.  Following on on 

Ms. Carman's point is that there is a certain price of 

entry and spend that needs to occur just to inform a 

million customers.  And so, first and foremost, that's 

what it's about, versus getting the customer.  You 

can't get them without making them aware.   

  The numbers that we have here are high-

level.  The 180,000 divided by 1200 is 150 bucks; 

105,000 divided by 86 is 118.  It might be that we get 

1400 customers.  I don't know.  It's a guess as -- 

what that is, and price will come into play as well.  

It is our hope that we would have more.   

  But in going through the calculations, our 
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expectation is that at the price that we have, and the 

overall dollars going into the BVA, there is a 

reduction in impact to the customers.  And the 

solution we provided has the lowest impact, and that's 

what we're looking at, at the end of the day.   

  So, these numbers, the 1200 a year 

additions, or whether it's on the commercial side, 

obviously fewer, are a guess right now.  We'll be able 

to see after a year or two of a different price what 

that actually is.  But other factors might come into 

play too, from policy to media, or what have you.   

MR. CRAIG:   Fair enough.  You don't see a problem with my 

calculation, though, of the revenue that comes in per 

customer?   

MR. WOLFE:   We've looked at it on whole versus the way 

that you did.  There is the -- there is a breakdown in 

IR 43.2 that shows the customer has an education 

spend, and then if you make various assumptions about 

blends and what they would take, it would come out to 

a certain amount of revenue of $7, as you have 

proposed.   

  But at the end of the day, all those costs 

go into the BVA, and then we've proposed some transfer 

mechanisms, and we think that that has the lowest 

impact.  The adds right now at 886, on a certain 

spend, might go down in the future too, if price stays 
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the same, or if the spending stays the same.  So 

that's not to say we'll keep with that, that the trend 

seems to be the other way.   

MR. CRAIG:   So my concern is that if we are adding costs 

into the program, they get into the BVA, and we get 

less revenue coming in from them than the costs.  

That's going to take me from the evidence to arguing 

that there may be a need for different ways to go 

about things in order to optimize.   

Proceeding Time 12:01 p.m. T38 

MR. WOLFE:   I think you also have to remember -- Jason 

Wolfe here -- that there are customers already in the 

program, and advertising helps remind them of that in 

the program and they would stay in the program, and so 

those costs are amortized -- or the customers that are 

in the program already, advertising helps keep them 

there as well.  So it’s not just about the new 

customer additions in this case.   

MR. CARMAN:   And if it may be helpful, I’ll draw your 

attention to your question 1.17.1 where you asked us 

to quantify what we expect to recover from the 

voluntary customers.  And so when we accounted for the 

supply, 70 percent of those types of costs we are 

expecting to recover from voluntary customers.   

MR. CRAIG:   Fair enough.  I’m just exploring a particular 

set of costs and looking at what the evidence is 
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telling me.  And just to finish this off, it looks to 

me like it takes four years before you recover just 

the marketing cost incremental addition for the 

incremental addition of a customer.  And in the 

commercial case, you never recover in revenue what 

you’ve put in in costs.  And accepting all the 

uncertainties around the splits and a variety of other 

things. 

MS. CARMAN:   Yeah, I think acquisition costs for 

customer, our challenge with this program is in some 

other types of programs we segregate those costs that 

are incurred to make the program available and to 

provide education and awareness to all customers from 

those actual costs associated with acquiring that 

physical customer.  And so, you know, I think it’s the 

inclusion of that broad fundamental spend with the 

actual cost that -- again, I don’t think it’s a 

reflective calculation of really the true acquisition 

costs.  There’s a fundamental investment that needs to 

be made, to make everyone, all of our million 

customers aware of the program.  So I don’t know that 

it’s a fair calculation to include that amount and say 

that’s the acquisition cost for customer.   

MR. CRAIG:   No, I get the point that there’s potentially 

a retention aspect to the spend as well as an add 

aspect.  But at this point I’m just looking at the 
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add.  In argument I’ll deal with both the points.   

MR. WOLFE:   Even in context if you think -- Jason Wolfe  

-- a million customers.  If we were to send a letter 

out to each customer we wouldn’t have enough money to 

do that with 300,000.  It’s a large quantity of 

customers that we need to just reach.  And that’s at a 

level to just inform them of the program, and 

obviously from that there are customers who will take 

in -- or join the RNG program.  But it’s a fairly 

modest spend to reach that many customers.  And you 

certainly could spend a lot more.  If we were wanting 

to look at higher acquisition costs you’d probably 

have to spend a lot more so that you’re in their mind 

more frequently and you’re seeing a greater 

understanding of the program.  $300,000 allows us to 

get to customers, but only at more of an informational 

awareness level, and from that some customers do sign 

up.  It’s not that much money to really aggressively 

go at acquisition.   

MR. CRAIG:   Fair enough and thank you for those answers.  

I’ll leave the point there.   

THE CHAIRPERSON:   Do you have many more questions? 

MR. CRAIG:   I do have a few more questions, maybe 10-15 

minutes.   

THE CHAIRPERSON:   I’m just looking at the time and 

wondering about breaks here.  I imagine -- do you have 
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estimated time for your questions also?  Okay.  Well, 

perhaps we’ll finish Mr. Craig’s questions, then we 

can take a short lunch break.   

MR. CRAIG:   I’ll try and shorten it up a little bit in 

order to help us all get to lunch. 

THE CHAIRPERSON:   I didn’t mean to rush you.   

Proceeding Time 12:06 p.m. T39 

MR. CRAIG:   No, it’s okay. 

  When we’re looking at the design of the 

program, and we’ve talked earlier about marketing 

being something that may drive additions, and 

retention becomes quite a significant issue.  With the 

churn rate of 4 percent, 50 percent of your customer 

base is gone in about four years.  And in seven or 

eight years, or something like that, 80 percent is 

gone, at those kind of churn rates.  So retention is a 

big issue.   

  At this point you're proposing to leave the 

existing mechanism, I think particularly for 

residential and commercial, as all just short-term, 

not long-term contracts?  And it would seem to me that 

longer-term contract might help with retention, and 

might help reduce churn rate.  

  So I just want that on the table as a 

concept.  You're applying it at a bigger account 

level, but I think it could equally be applicable at a 
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lower account level.  And there is a few other things 

that might go with it.  But retention is a big issue, 

and I think length of contract is very helpful in that 

regard.  And maybe price incentives are structured to 

incent something of that nature.   

THE CHAIRPERSON:   Mr. Craig, I wonder if I could ask you 

if you could phrase your comments in the form of a 

question?  I'll be Alex Trebek here, and ask you to do 

that, please.   

MR. CRAIG:   Sure.  So --  

THE CHAIRPERSON:   Thank you.  Otherwise it seems that 

you're making an argument.  Yes.   

MR. CRAIG:   To take the question side of that, now that 

I've talked about retention being important, and long-

term contract, can you comment on the importance of 

retention and the potential for length of contract to 

be helpful in mitigating churn rate and promoting 

retention?   

MR. WOLFE:   Certainly.  Jason Wolfe here.  Certainly if 

customers had a long-term contract, then they're not 

going to churn until the end of that contract.  And we 

see in other industries, you have, like, the 

telecommunications, the contracts, and that might be 

where you're going on that.  I know certainly when I'm 

going to get a phone contract, it takes a lot of 

effort to figure out which is the right contract term, 
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service, et cetera. 

  Right now with our RNG customers the level 

of awareness as we noted in some IRs is fairly low.  

It would take more effort to educate them on various 

offerings, and I think that's why we've tried to keep 

it at a more simplistic level.  You can join the 

program, here's the price, and that's that.   

  When it comes to a more sophisticated 

customer that looks out long-term and does net present 

value calculations, and a whole bunch of other things, 

there is that longer-term offering.  I think at this 

point in the age of the program as it is, introducing 

another type of offering might just confuse.  And so 

keeping it more simple and that's why we stuck with 

just really a price change in this application for 

those customers.  See how that works.  If that doesn't 

work, and we are -- you know, a few years into the 

future, and we don't see a change, or we see the wrong 

change, that might be something we would investigate.   

  But I think at this point we've tried to 

keep it simple from a customer's standpoint.   

MR. CRAIG:   Fair enough.  Simplicity is one side.  But 

would you at least agree that it's potentially a tool 

that could be looked at because length of contract can 

help you with the retention issue?  If it can be done 

in a modestly simple way, in terms of how you relate 
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to the market.   

MR. WOLFE:   I think we've -- Jason Wolfe here.  We've 

acknowledged that because we've put in place a 

proposal for a long-term -- or for larger customers to 

do that.  So certainly that retention.  We haven't 

done the analysis to determine from a cost perspective 

implementation systems, all that cost, whether that 

would be -- whether we would get that many more 

customers that would offset that, so we haven't 

investigated it.  It could be something we'd look at 

in the future, we just aren't proposing that right 

now.   

MR. CRAIG:   The other aspect to the economics of all of 

this, and the customer additions, is volume.  And 

you've proposed a volume at which contracts would come 

in, 500 gigajoules a month.  But volumes for customers 

can vary across a spectrum, and it might be 

advantageous again to structure your discounts towards 

volumes and allow for a range of volumes to be 

incented.  As opposed to just having a single 

threshold.   

Proceeding Time 12:12 a.m. T40 

  Can you comment whether or not both the 

incentive in terms of discount applied to volume and 

potentially over a range might be an effective tool 

that you could consider? 
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MR. WOLFE:   It's the proposal for the long-term contract 

-- sorry, Jason Wolfe -- on market knowledge and 

customers that had shown an interest and it was of 

those volumes.  We hadn't seen it yet for other 

volumes to the same extent and so our first step was 

to address the interest that was out there and the 

volumes kind of match up with that. 

MR. CRAIG:   Is it possible that there can be other 

customers with volumes that may be just under the 

threshold that incentives could be provided for and 

you could get the retention benefit of contract?   

These are more likely to be customers, as you 

described, that would be looking at the economics of 

what they're doing and they'd be commercial customers 

that I'm interested in, as well as the net impacts of 

how well we manage retention. 

MS. CARMAN:   Michelle Carman.  May I clarify, sorry, are 

you suggesting for what are our long-term proposal, to 

amend that to be a lower volume commitment but 

maintain the length of term so that it could be 

something that's perhaps maybe more attainable by a 

larger group of customers? 

MR. WOLFE:   We haven’t really done any further analysis 

on that, so it would be hard to comment.  The 

customers that have shown an interest -- we have some 

customers of larger volumes that have shown an 
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interest, and we really did kind of tailor our long-

term offering to meet that need and what they felt 

that they could pay for RNG and how long they would be 

willing to sign on for.  And that really is our first 

foray into that type of offering and we'd like -- if 

approved we are hopeful that we'll get one or two of 

these contracts. 

  It could be something, again, in the future 

that might be a viable offering for other customers, 

perhaps a little lower volume, but we don’t have any 

evidence yet from our customers that that is something 

that they've asked for.  We -- by dropping the price 

we may see that uptake regardless and that's what 

we're hoping. 

MR. CRAIG:   One of the concerns I have with regard to the 

proposals, it fixes a number of things and therefore 

fixes market, fixes opportunity, and it may be quite a 

while before we get back in front of the Commission, 

and if that decision is, sort of, cast in stone I see 

you with less opportunity to innovate and respond and 

modify the structure of what you're dealing with to 

the market.  And so, might it be useful to you to have 

the ability to pilot some of these things over and 

above your proposed structure, over and above a 

Commission decision about structure? 

  Just seems to me that the importance of the 
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retention issue, the importance of the volume issues 

in what I calculate as how to go about optimizing 

benefits and minimizing impact on bypass customers is 

these are useful concepts and as you've said you might 

explore them in the future.  I'm looking for a way to 

have you exploring them dynamically as you're moving 

forward and whether or not you'd accept that that 

might be useful for you. 

MR. WOLFE:   I think the -- Jason Wolfe speaking again. 

One of the principles of the program was some 

simplicity that we are trying to stick to.  One could 

design a program with multiple price points, with 

multiple volumes, and potentially have success, but in 

and of itself the program is fairly small.  It 

represents a relatively small number of gigajoules 

compared to the whole system, the costs are relatively 

small. 

  The more -- if we have a greater number of 

offerings it takes more effort to manage, to educate 

customers, and our intent with this proposal and this 

application was to keep it pretty simple, not really 

change much and to see how that worked.  Mindful that 

we have some resources dedicated to the program but 

we're also trying not to incur too many costs as well, 

given the size of the whole program. 

  The proposal here might be enough to get 
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the customer attraction that we're hoping for, the 

long term contracts, and we might not have any further 

volume to sell.  We would have to wait to see how that 

works out.  I think -- and our preference would be on 

keeping it to be a relatively simple change, which is 

what we've proposed at this point.  If we see desire 

from customers for other alternatives in the future 

and this isn’t working, then we may go down that road, 

but as of yet we don’t. 

Proceeding Time 12:17 p.m. T41 

MR. WEAFER:   Chris Weafer.  So a couple of comments and a 

question.  We’ve had a lot of regulatory processes 

around this project.  So we agree and we recognize 

that we’re trying to avoid more regulatory processes.  

I mean there’s a reality here that the non-bypass 

customers’ interests are completely aligned with the 

company’s interests, which is to maximize the volume 

and maximize the reduction of the costs to the non-

bypass ratepayers.  So I think we’ll end on an 

argument and I just want to invite it for the 

discussions, is that the Commission, in approving, 

encourage you to come back with creative solutions to 

align that objective of maximizing the sale of the 

RNG.  So is that something that -- recognizing the 

constraints of trying to get a project approved, I 

think I’m hearing that you’re also open to pursuing 
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flexibility as long as it can be done cost-

effectively.   

MR. WOLFE:   Jason Wolfe here.  I think we’d like to see 

the impact of these changes first before agreeing to 

that.  Without seeing what the market response is, it 

would be hard to -- I wouldn’t want to commit us to 

coming forward with some new ideas if they may not be 

warranted because the market was there and it 

responded to our changes.  So I’d like to see that. 

  If that didn’t occur, as we’ve noted in our 

IRs, if that doesn’t occur, we don’t see those 

changes, that’s not to say we can’t come back in a few 

years with a change. 

MR. WEAFER:   Just going back to the discussion this 

morning, you're going to be coming to the Commission 

with transfer applications every year potentially in 

terms of what’s in and out of the moving over to the  

-- to be paid out by the non-bypass ratepayers.  At 

that time if you have ideas or if the market comes to 

you with concepts, would you see that as an efficient 

regulatory process to try and put those forward, as 

opposed to having to -- I mean this is the third bi-

weekly process in three years.  I mean we’re not 

looking for more regulation on it, we’re looking for 

you to be good at what you do, which is market a 

product without having necessarily to come back and 
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have everything go through a process like this. 

  So we’re inviting you to be creative around 

giving the Commission the ability to go have added -- 

if the circumstances, including regulatory 

circumstances, change such that the marketing 

opportunity changes, we shouldn’t have to come back to 

a regulatory process, that there may be an annual -- 

we’ve got a solution to the problem.  we found a 

market, it’s longer term, it’s higher volume, we can 

justify a discount.  And the ratepayers may be there 

saying, “Good on you, we don’t need to have a 

process.” 

  So maybe more comment they question.  We 

just encourage you to think that was as we get to the 

end of this process.  Thank you. 

MR. CRAIG:   Those are all my questions. 

THE CHAIRPERSON:   So I think we should take a lunch 

break.  Is half an hour sufficient?  Would that be a 

hardship for anyone just to have half an hour?  Okay.  

So we’ll come back at ten to one. 

 (PROCEEDINGS ADJOURNED AT 12:21 P.M.) 

 (PROCEEDINGS RESUMED AT 1:05 P.M.)   T42 

THE CHAIRPERSON:   All set?  My apologies for not sticking 

to my own order.  But welcome back, everyone.  

  Is BCUC staff ready to go?  I think 

actually -- 
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MR. WEAFER:   BCOAPO.   

THE CHAIRPERSON:   Oh, I'm sorry.  I did forget at the 

end, didn't I?  All right.  I was going to go around 

the table, though.  But we'll do it this way, yes.   

MS. BRAITHWAITE:   Tannis Braithwaite on behalf of BCOAPO. 

  So, it seems to me that what we're dealing 

with here is a solution that's directed at the sale 

side of the equation, because there is at present at 

least more biomethane available than is being sold.  

But there is of course an approach that's on the sale 

side, and there is also an approach that's on the 

production side, to help bring those two into balance.   

  And I'm wondering if Fortis's intention is 

to produce to the 1.5 petajoule supply cap regardless 

of the ability to sell biomethane at whatever price is 

ultimately determined.   

MR. WOLFE:   Jason Wolfe here.  I believe we might have 

responded to this in an IR, but we had the approvals 

to go to that 1.5 petajoule cap at a maximum price.  

And it would be our intention right now to continue on 

that.  At present, as I responded to earlier, we have 

-- the most near-term potential customer is Vancouver, 

and that would be brought in front of the Commission 

if and when that agreement is reached for approval.  

And then if there are others that came along, it would 

be -- there would be approval at that point.   
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  But it would be our intention to continue 

on that, because the supply portfolio is lumpy, in 

that you have projects come on at different times, and 

if -- a significant amount of volume at each one of 

those times, versus the demand-side, which is not 

quite as lumpy, and once we get some large customers, 

but our intention would be to continue on that front.  

We need to ensure that we keep the market signal in 

there, that there is interest.  If we back off now, 

and we end up selling our supply, it will take that 

much longer to then re-engage the market and potential 

suppliers.  And then we may be short as well. 

  So, because these take a long time, they 

need a long-term signal that we are going to be 

acquiring, and I think that the Commission gave that 

when they said that there is a maximum 1.5 petajoules.  

So this application didn't address that side of 

things, and it wasn't intended to.  It was only 

intended to address the demand side.   

MS. BRAITHWAITE:   What is Fortis's view on the idea or 

the potential for the Commission to design some kind 

of incentive that would provide Fortis with some kind 

of incentive to match supply and demand more closely?   

MR. WOLFE:   That's a difficult thing to do.  Supply and 

demand occur at different points.  There is a chicken-

and-egg discussion.  And it would make the job of both 
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acquiring supply and finding customers to take up 

demand more difficult, if we were trying to match that 

exactly for every year.  We know that there is going 

to be a bit of a disconnect, and hence the mechanisms 

that we've suggested and changes in the price and 

things like that.  But that is -- that would not be 

our preference.   

MS. BRAITHWAITE:   Does Fortis anticipate that there would 

be any -- like any sort of economies of scale, or 

efficiencies that are created on the production side 

over a period of years?  As you get more experience in 

the program, or there is more suppliers, or possibly 

larger suppliers is that something that -- because 

obviously that's going to impact the cost of 

production, which would then -- under the old model, 

there is the existing model, at least, impact the BERC 

rate.   

Proceeding Time 1:05 p.m. T43 

MR. WOLFE:   There’s an economy of scale from the 

standpoint of regulatory applications and efficiencies 

because they would be more similar.  From the side of 

actual production, these are all fairly small 

facilities, certainly in comparison with the natural 

gas world and production up in British Columbia and 

throughout North America.  Much higher volumes there.  

So these end up being projects that they’re relatively 
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small, they still take a certain amount of 

infrastructure to clean up the gas and to bring it up 

to pipeline quality, that there isn’t really a lot of 

economy of scale that can be realized.   

MS. BRAITHWAITE:   And so in doing the calculations that 

have been presented in the application and in the IR 

responses, are they based on a particular rate of 

ramping up production?  So, for example, when you show 

what the balance would be in the biomethane variance 

account in 2020, is that based on an assumption about 

how much production is being brought online? 

MS. CARMAN:   Yes, so all of the assumptions around the 

supply portfolio and the quantity where we expect to 

be over the next several years are in the financial 

analysis for the scenarios.  So if you just give me a 

moment I can just give you a sense of where we had 

forecasted to land. 

  So by 2020 we were expecting to be around 

1.1 -- what am I at here?  TJs -- or 1.1 PJs in terms 

of supply.  And so part of the analysis, I believe it 

was two supply projects per year we assumed would come 

on board. 

MS. BRAITHWAITE:   Okay.  So could I turn to slide -- the 

slide that was provided today on page 8, and I think 

the same slide -- or it’s actually a duplication.  And 

I had what I think is probably a similar reaction as 
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Mr. Andrews was mentioning earlier, is when I look at 

this slide and I realize that you’ve done a lot of 

complicated calculations around trying to get the 

right number, but looking at this slide it looks to me 

like what you get is growth at a $6.00 premium, more 

adds than drops, and roughly equilibrium at a $7.00 

premium.  And it seems to me that what you need is 

growth in renewable natural gas sales because you’re 

bringing more supply on line and you’re accumulating 

volume as it is.   

  And so I’m wondering if the actual target 

market is the $6.00 premium.  That is, does Fortis see 

the real potential for growth in sales to be to large 

volume long-term customers as opposed to residential 

customers or -- 

MR. WOLFE:   Jason Wolfe here.  I’ll start off but if 

Michelle wants she can jump in.  There was a lot of 

growth at the $7.00 range if you look back to the 2012 

era.  And somewhat consistent the gap dropped a tiny 

bit in 2013 and was at $7.00 again.  So that’s why we 

settled on that.  The $6.00 premium for the long-term 

customer was based upon our discussions with those 

customers and what would fit in that $6.00 premium fit 

for them. 

  So based upon this, this $7.00 seems to be 

-- we think that we can get the uptake that we 
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envision with $7.00.  If it was dropped to 6 it would 

be -- it would change that, and Michelle went over 

what that impact would be on customers long term.   

    Proceeding Time 1:09 p.m. T44 

MS. BRAITHWAITE:   So, should I take it from that response 

that there is not really a view or a projection that 

new customers will be mainly long term contract 

customers? 

MR. WOLFE:   We’ve said in the -- Jason Wolfe here -- in 

the application that we would view success as getting 

one long term contract right now.  And we are hopeful 

that will occur.   

MS. BRAITHWAITE:   And then I had some questions about the 

table in, I believe it's Exhibit B-9.  It's the letter 

that Fortis sent out yesterday with responses to 

technical questions.  Or sorry, to Commission IR 

number 2.  And there is a table on page 17. 

VOICE:   46.4 or --  

MS. BRAITHWAITE:   47.9.  Are these -- the percentages I 

notice at each premium level add up to approximately 

100, or 100 I assume with rounding.  So are the 

percentages in this table of the existing RNG market?   

MS. CARMAN:    Yes, so the table that is being referred to 

is based -- it actually stemmed from a round 1 BCUC 

question where we were asked to take a look at the 

elasticity of demand.  And so the factors that we 
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compared were how customers reacted to changes in the 

level of premium, and the blend.  So, how does the 

blend that a customer chooses work in relation to the 

premium that that is in the rate.  So, this is based 

on historical data, not on forecast data.   

MS. BRAITHWAITE:   Okay, so the table is constructed out 

of how people have actually behaved? 

MS. CARMAN:   Yes, so based on the historical data and the 

statistical analysis that was run, this would say at a 

$3 premium level customers are likely, in this case, 

are most likely to choose a 25 percent blend, and then 

next likely to choose a 100 percent blend, based on 

the past experience.  So what it tells us is it 

confirms that relationship that we were expecting to 

see, that the higher the premium, the lower the blend, 

so that the customer's managing their overall annual 

impact.   

MS. BRAITHWAITE:   Okay.  And would you expect, like if 

the commodity, the underlying commodity cost goes up, 

or the CCR rate goes up, would you expect there to be 

fewer RNG customers, even if the premium stays the 

same?  So the RNG rate will actually increase, but not 

relative to the CCR rate, based on what you’ve seen 

from past behaviour, you would still expect a decrease 

in RNG customers? 

MS. CARMAN:   Can you restate that again?  I just got a 
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little bit lost.   

MS. BRAITHWAITE:   So, if the CCRA rate goes up, would you 

-- and the premium stays the same --  

MS. CARMAN:    Right, so that correspondingly the BERC 

rate goes up? 

MS. BRAITHWAITE:   Right. 

MS. CARMAN:   Yeah. 

MS. BRAITHWAITE:   Would you expect fewer RNG customers 

based on what you’ve seen historically that people are 

managing to a dollar amount on their bill?   

Proceeding Time 1:14 p.m. T45 

MS. CARMAN:   I can't say for certain.  I think what we 

know today is that for a lot of customers the choice 

is -- it's always relative to their expenses.  So I 

think that the customer research that we had was, 

customers were willing to pay a certain dollar more 

per month, in comparison of what they would otherwise 

pay.   

  So, I can't say if that relationship holds, 

you know, at what level that sort of levels out, and 

people aren't willing to pay any premium because their 

energy cost is too high.  So I can't say for certain, 

but I would expect within a reasonable degree that 

relationship would hold.   

MS. BRAITHWAITE:   Okay.  I think those are all my 

questions.  Thank you.   
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THE CHAIRPERSON:   Thank you.  Okay.   

MR. CHEUNG:   Leon Cheung, BCUC Staff.  I just want to ask 

a clarification question.  It may be obvious by now.  

In -- Jason, Mr. Wolfe, you said earlier that the 

purpose -- the objective of the application is to both 

increase the GJ and the dollar amount with the 

proposed premium.  And can I understand it as 

maximizing revenue?   

MR. WOLFE:   I think if you go back to the slides that we 

had this morning --  Jason Wolfe here.  Slide 3, 

"Encourage voluntary participation in the program, and 

moderate the financial impact."  And so that means 

both the potential to sell more gigajoules, which 

might mean more customers, but it could mean more 

larger customers and fewer smaller ones, depending on 

what kind of customers sign up, and the blend That 

they take.  And then the mitigation of the impact on 

our non-RNG customers.  

  So whether a customer takes a large 

quantity or a small quantity, or a large number of 

customers or small, at the end of the day there is 

revenues that come in from those customers.  And our 

goal with the changes that we proposed is therefore to 

have the impact on the non-RNG customers minimize that 

final -- that financial impact.  But it could be from 

fewer customers with large volumes, or large customers 
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with fewer volumes, or a difference in the blends that 

they take.   

MR. CHEUNG:   Yes, and that essentially is optimizing some 

quantity at some price.    

MR. WOLFE:   Correct.   

MR. CHEUNG:   Okay.  All right.  And in attachment 19.1, 

in Exhibit B-5, I don't think we need to turn to that.  

But there are -- the Commission IR asked for seven 

alternative options that might be considered by 

Fortis.  Does Fortis believe that the proposed 

premium, which is $6 and $7 -- sorry.  $7 and $1 

discount.  Does Fortis believe that it would achieve 

the optimization?  And that's the best solution.  As 

compared to the seven other options that was explored?   

MS. CARMAN:   Yeah, at this point -- Michelle Carman -- we 

do.  You know, we didn't have a lot of time to 

thoroughly analyze those options, so you know, at a 

high level in terms of differences and costs, and what 

we might expect in demand, what our analysis showed 

was, we do expect that our proposal does perform 

better.   

MR. CHEUNG:   Right.  And just following up on that, in 

the seven alternative options that were canvassed, 

Fortis did say that the company has considered three 

out of seven, which was option 1, a two-term -- or, 

sorry.  Two short-term contract offerings based on 
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volume.  And option 4, customers choose their own 

blend.  Option 5, a flat fee contribution.  Can you 

just describe how -- what was the internal or external 

thinking process in terms of considering what's 

available?  And coming up with, like, you're proposing 

today.   

MR. WOLFE:   I think first off we need to make a 

distinction between these alternatives in attachment 

19.1.  We provided in our application our own 

alternative that we considered.  The alternatives in 

19.1 were as a result of the question from the 

Commission.   

Proceeding Time 1:19 p.m. T46 

  So prior to the application we hadn’t 

investigated some of these.  We were responding to the 

IR and looking into whether or not the alternatives as 

proposed in the question would fit or would be better 

than what we had.  And so as my colleague noted, the 

analysis was fairly high level because it was 

constrained within the context of the IR response. 

  But for each one we did look at each one of 

the options that was provided in that question and 

considered it, and then the comments are in the 

attachment to that as to whether or not it would work 

with our program or not.  And as Ms. Carman noted 

earlier, the 1 to 3 and the 6 were the ones that we 
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considered a little more fully because they seemed to 

have some -- they could have fit potentially. 

MS. CARMAN:   So I think getting to more about what your 

question was, I mean what sort of underpins the 

alternatives we were looking at and then in 

consideration of what was outlined in 19.1 were the 

guiding principles we talked about today on slide 6.  

And so I think, you know, Options 1 through 3, and 

perhaps even 6, would have ticked a lot of those 

boxes.  But where we see some of the biggest challenge 

with those options are around consistency with the 

existing program.  So a lot of them represented some 

departures from the existing programs.  Some added 

complexities, some implementation costs and 

communication challenges and so, you know, while 

they’re definitely clearly, you know, reasonable 

alternatives, just thought -- I think it was really 

our intent with this change to keep it as simply as 

possible, as understandable as possible, to keep that 

kind of consistent program image from our customers’ 

perspective in place.  And so that’s where we saw our 

proposal, it kind of fits that need a little better. 

MR. CHEUNG:   Yeah, I guess my question was, or in other 

words my question was:  Fortis when they come up with 

a proposal, it wasn’t just here’s the proposed premium 

and then it was proposed to the Commission, and then 
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the options were looked at it afterwards?  I just want 

to understand whether, when Fortis come up with these 

options, were there other ones on the table where you 

reject for whatever reason because of your guiding 

principles?  Like I want to understand the internal 

process around how you come up with options. 

MS. CARMAN:   Michelle Carman.  So I think there was an IR 

where we talked about, as you mentioned, we had 

considered maybe multiple short-term rates.  And so it 

came down to we ruled those out just based on the -- 

it was important to us to be consistent with the 

existing program and to minimize implementation costs 

and really, you know, consistency with what is a 

successful program today.  I know we’re expressing 

some challenges, but it is a successful program and 

there are customers that do love the program and we’ve 

got customers that have signed up.  So, you know, we 

want to continue on that path. 

MR. WOLFE:   Maybe -- Jason Wolfe here -- if I can add, we 

were looking at the program, we saw that there were 

some challenges, although successful there were some 

challenges.  We started to analyze those challenges, 

see what was happening.  And then from that stems a, 

well, what could we do about it?  And so there’s a lot 

of informal discussion that goes on.  Hey, what’s 

happening here?  We do some research and look into 
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other jurisdictions what’s going on, bat around ideas 

of what might be a successful change or program, what 

if we did this or that, and then we start narrowing it 

down.  And narrowed it down to the four options we 

presented in the application, with a preference for 

the one that we are advocating for today. 

  But there’s all kinds of discussions that 

go on between the Staff about what might or might not 

work.  But as Ms. Carman noted, once you start 

applying some of the principles we have, a lot of 

these kind of informal options fall off the table 

pretty quickly and then we were down to the four, 

which had different reasons for working or not, and 

then settled on the one.   

    Proceeding Time 1:23 p.m. T47 

MR. CHEUNG:   I will move on to another topic, which is 

the premium that was existing back when the 

application was filed, and the premium that we have 

now, based on updated information.  So, according to 

the April 2014 commodity CCRA rate, the BERC premium 

was calculated to be around $8.  And that was taken 

with reference to Exhibit B-5, BCUC IR 5.1, and then 

in the updated calculation to the CCRA rate today, the 

BERC rate premium is now around $11.  And if we use 

the indicative rate, based on January 1, 2016, the 

BERC rate premium is now almost $13. 
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  Is that -- am I characterizing this 

correctly? 

MS. CARMAN:   Yes, that's correct.  I just add the one 

clarification.  So, the response in that IR was about 

when I think there was that first price change to the 

BERC when we filed the application.  So, in Exhibit B-

1, at the time we filed the premium for the BERC rate 

was roughly 10 dollars and roughly 48 cents.  So it 

has shifted from when we filed.  So when we filed it 

was $10.48, and today the premium is $11.21.   

MR. CHEUNG:   So, with the premium now higher, compared to 

when Fortis filed the application, and when Fortis did 

the analysis, does Fortis believe that the FEI 

proposal still holds with the $7 and minus 1 discount? 

MR. WOLFE:    Yes, nothing changes. 

MR. CHEUNG:   So, you’re analysis would still hold? 

MR. WOLFE:   Well, we don’t have -- Jason Wolfe here.  It 

is fairly early in the year to be able to draw 

conclusions as to what that January 1st price change 

did to customers, because we are not yet a month in.  

But looking at the evidence from the past, that's what 

it was showing as the premium increased, the trend was 

to have lower net adds.   

MR. CHEUNG:   Okay.  On to attachment 45.2.1, which was 

the 2015 fourth quarter biomethane variance account 

report.  The report, in one of the sentences, FEI 
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proposes that no change to the BERC rate as of January 

1, 2016, and then FEI also said the reason was because 

due to an ongoing regulatory process with this BERC 

rate methodology application, and FEI anticipate that 

the BERC rate will be subject to reset in early 2016.  

So, I just want to understand the details of how the 

BERC rate may change.   

  So if the Commission approves FEI’s 

proposal of this application, when should the BERC 

rate come into effect?  Should it be the first day of 

the next month after the decision?  Or should it be 

the first date of the quarter, or should it be January 

1 of let's say next year?  When should it be 

effective? 

MS. CARMAN:   Yeah, Michelle Carmen.  I believe effective 

the start of the next quarter. 

MR. WOLFE:   That would be -- Jason Wolfe here, dependent 

of course on when the decision was received.  If it 

was at the end of -- near the end of March, and we 

only had a couple days, that may not work, but 

generally if it was on a quarter basis.  

MR. CHEUNG:   (inaudible).   

MS. CARMAN:    What we are trying to sort out over here is 

taking into account, you know, customer communication, 

what our billing team needs in terms of timing to be 

able to process the change.  So, it could range 
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anywhere from, you know, potentially six weeks --  

MR. WOLFE:    Yeah, you don’t need as much time for the 

technical changes and the billing to be put in place.  

We do the quarterly changes for a gas cost, and there 

is a regular timeframe from that, and it's a few 

weeks.  But we would also need to communicate, or we 

would want to communicate this to our customers, and 

that might take a little longer.  So, perhaps around 

six weeks.   

Proceeding Time 2:20 a.m. T48 

MR. CHEUNG:   Okay, thank you.  And I'm going to ask a 

hypothetical question.  Hypothetically speaking if, 

for whatever reason, the Commission turns down the 

market-based rate or makes no determination on the 

market-based rate, would this automatically trigger an 

immediate BERC rate change based on a quarterly report 

calculation? 

MS. CARMAN:   Michelle Carman.  I believe we would go back 

to the procedure in place for the BERC rate, which has 

guidelines associated with it in terms of what change 

is required.  So, yes, I would expect we would go back 

and implement -- we'd do the calculations based on 

that quarterly report and see what the rate -- see 

what that -- if a change was still recommended, if it 

was in that band --  

MR. CHEUNG:   Okay.  My next set of questions relates to 
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the expectations of FEI's proposal with the $7 

premium, and this follows up with Tannis's question.  

If we turn to BCUC IR 70 -- sorry, 47.9, the 

elasticity table.  Yeah, that's correct, B-9. 

MS. CARMAN:   Yeah, this is a new numbering system. 

MR. CHEUNG:   Page 17, I believe.  Yes, page 17.  So based 

on the IR response, the table is generated by looking 

at 767 data points from the residential data.  And at 

the -- and if I look at a table at the current 11 to 

13 dollar premium, it shows that the blend level 

gravitates towards 5 percent and 10 percent.  Am I 

reading this correctly?  So customers will go, choose 

a 5 percent, 10 percent blend at a $12 or $11 premium? 

MS. CARMAN:   Yeah, so the chart, based on the chart -- 

and I think that the response there, lines 7 through 9 

from $11 onwards, the most likely option is 5 percent 

blending. 

MR. CHEUNG:   Right. 

MS. CARMAN:   And at $9 the most likely is the 10 percent 

blend. 

MR. CHEUNG:   Right, okay.  And if I parallel this to 

FEI's proposal at the $7 premium, am I correct to say 

that FEI would be expecting to have customers at 100 

percent blend level and 25 percent blend level based 

on the numbers shown in this table? 

MS. CARMAN:   Michelle Carman.  I don't know that we can 
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say that for certain, so since this is based on 

historic information about the premiums -- the 

inherent premiums in place for the period of time, I 

don’t know that we could necessarily say that will 

hold true through the future.  I think we do expect 

that -- I think most of our customers will continue to 

choose the 5 and 10 percent blend options, but we 

can't say for certain. 

MR. WOLFE:   Jason Wolfe.  If I could just add.  Really at 

a higher level what this response shows is that 

there's price sensitivity, and the response 

demonstrates that as price goes up, people make 

choices and blends that they choose have less RNG 

because that would be a lower cost.  That's what the 

regression analysis was looking at.  It wasn’t 

predicting that they would be at 100 percent in the 

future, it was just looking at what their price 

response was in the past and was there a correlation. 

Proceeding Time 1:33 p.m. T49 

COMMISSIONER HAROWITZ:   Can I just ask a question on 

that?  Because when I read your response it uses terms 

like "most likely".  So it seems to be written as if 

you're using these to make predictions, as opposed to 

simply reporting history.  So I'd just like some 

clarity on that.   

MS. CARMAN:   I think with this analysis -- so, pardon me, 
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I'm not a statistician, but I think that, you know, 

they're always careful about, you know, correlation 

does not mean causation.  So they -- there is a 

relationship that's demonstrated, but absent being 

able to ask a customer specifically why they did 

something, you can't say for certain that one 

necessarily causes the other.   

COMMISSIONER HAROWITZ:   Sorry, Howard Harowitz again.  

I'm not asking about causation.  But you write "At a 

$4 premium the 25 percent blending option is still the 

most likely."  So you're writing it as if you're using 

these to make predictions about future outcomes.  But 

Mr. Cheung's question got a response of, "No, no, no.  

These aren't predictions, these are history."  So I 

just want to be -- I'm not arguing one or the other.  

But I need you to be clear which it is.   

MS. CARMAN:   Yeah.  So, this response was an evaluation 

of historic behaviour.  And I think that the language 

was such that we can't say for certain what customers 

were thinking, and it wasn't meant to imply how 

customers will behave in the future.  All we can say 

is, this is what it has shown us, but we can't say for 

certain what it might mean for the future.   

COMMISSIONER HAROWITZ:   Okay.   

MR. CHEUNG:   My next question relates to compatibility of 

the proposed BERC rate structure, or an alternative 
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BERC rate structure, with the biomethane supplier 

contracts.  And I'll make sure that I relate this to a 

BERC rate more than a supply contract.   

  If we look at the Staff handout that we 

provided earlier this morning, the city of Surrey IR 

11.4 -- do we need to mark it as an exhibit?   

  And we should mark it as A-2-1.  Exhibit A-

2-1.   

 (CITY OF SURREY IR 11.4 MARKED EXHIBIT A-2-1) 

MR. CHEUNG:   It's Leon Cheung again.  In that IR 11.4, 

Fortis talked about if the Commission in this BERC 

rate methodology proceeding decides that a flat 

contribution rate is going to be the BERC rate going 

forward, there might be a compatibility issue with 

supply contracts.  Is that correct?   

MR. WOLFE:   Jason Wolfe here.  One supply contract -- 

this is really a question about Surrey and the 

mechanisms of how that works.  And in this response we 

identified that so long as there is a rate that is 

tied to a gigajoule amount, that the Surrey contract 

will work.  If the BERC rate becomes a block that is 

not tied to specific gigajoules -- so, a customer just 

pays $100 extra a year, and there is no gigajoules 

specifically that they get for that, the Surrey 

contract wouldn't work.  And as a result, if that was 

the mechanism or the BERC rate that came into place, 
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the Surrey contract would have to be revisited.   

  The other contracts are not both a produce 

and supply.  They are just a supply contract, and so 

it wouldn't have any bearing on whether or not the 

rate was per GJ or a block, it wouldn't impact that.  

This is really just about Surrey.   

MR. CHEUNG:   Okay.  We don't need to turn to this, but in 

the application Table 7-1, Fortis did mention about 

take-or-pay contracts with long-term contracts.  Would 

take-or-pay contracts have an impact on the GJ 

attachment?  Or how --  

Proceeding Time 1:38 p.m. T50 

MR. WOLFE:   I’m not sure I follow what that means.   

MS. MARR:   The same Surrey contract, you now have dollars 

and GJs not matched up when you have a take or pay 

commitment.   

MR. WOLFE:   That’s the way that the Surrey contract is 

structured, is there would have to be GJs and dollars 

the same, and that because the way that the mechanisms 

work you calculate an ARR which is a weighted BERC 

number.  So there would have to be GJs and there would 

have to be the dollars for those GJs.  Whether the 

take or pay would work -- 

MS. CARMAN:   Michelle Carman.  I think the difference 

with the take or pay is it’s usually premised on a 

volume, on a particular volume number.  So that may 
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help, you know, alleviate some of the concerns with 

Surrey being able to quantify the RNG that they’ve 

taken. 

MR. WOLFE:  And then take or pay contract is volume based 

generally, so they had to pay for a certain number of 

GJs.  So if a customer was committing to 50,000 GJs 

they are paying for those GJs.   

MS. MARR:   You pay for them regardless of whether you 

take them?  Sorry, Cathy Marr here. 

MR. WOLFE:   In a general take or pay contract, yes, that 

would be the case.  In the RNG we don’t have a long-

term agreement where we have worked out those details 

yet.  So the RNG may or may not actually form the 

whole portfolio of their gas requirements.  And so 

that would be another consideration that has to get 

put in, so the customer may use 100,000 gigajoules 

annually of gas and only 50,000 they want a contract 

for for RNG.  But we don’t have all the details of 

what that might be for a long-term contract yet.   

MS. MARR:   Okay.  Thank you.   

MS. CARMAN:   Okay. 

MS. MARR:   Cathy Marr here.  My set of questions, next 

topic is the nature of those long-term contracts.  And 

so in the application you had a Table 7-2 where you 

outlined some of the possible terms and conditions in 

responses to some of the IRs, BCUC IRs, series 26 I 
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think it was, talked about you’ll firm up some of 

those terms and figure out what they are as you 

negotiate the contracts, when you find out what it is 

that the customers want.  And so what I’m trying to 

explore is, you know, how you get certainty about what 

those terms are as you go along, and what are the 

ideal terms.   

  My first question is with regard to -- talk 

about fixing the price of the contract as of the start 

of the contract, and the only change would be by an 

escalation factor, if applicable.  And so my question 

is what’s the reason for applying an escalation 

factor, firstly, and secondly, the circumstances under 

which it might not be applicable?   

MR. WOLFE:   I think the more we get into some of the 

details, the challenge in responding to these 

questions is we haven’t worked out those details 

because we don’t have a contract yet, and we know that 

when we are working with customers there’s a back and 

forth and there’s a discussion on certain points and 

we can’t anticipate all the things that are going to 

apply.  We wanted to have a basic framework in the 

sense of GJs and dollars and a bit of an escalator so 

that it just didn’t stay static, the rate.  But what 

that might be will still be as a result of those 

negotiations with the customer.   
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MS. MARR:   Okay, and my second question around that would 

be, if your first contract you arrived at, that yes, 

it was desirable to have an escalation factor, would 

subsequent contracts also have an escalation factor or 

you might get in a situation where some do and some 

don’t?   

MR. WOLFE:   Hard to say at this time.  Don’t know what 

that first one will be or not, and so it would be 

speculating right now as to what that -- whether or 

not that would happen.  We try to generally keep 

things as consistent as possible.  It makes it easier 

from a selling standpoint with customers 

understanding.  If there’s a contract that’s been 

approved and it’s in the public domain, the next 

customer will know that, and that will inform part of 

how they negotiate.  And so you would expect that 

whatever is decided on that first contract, those 

terms are something that now will be explored on the 

next contract, and I think an example of that is the 

operating agreements with the various municipalities 

that Fortis has. 

    Proceeding Time 1:48 p.m. T51 

  They change -- although small changes, they 

do change as they go on.  The next contract changes 

from the one before.  There isn't just one for all the 

municipalities, because each customer, or in that 
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case, each municipality might have different needs.  

So, it's hard to say at this point whether that same 

escalation would be in there if it was approved once.  

It would serve as a starting point for discussions or 

a point up for discussion. 

MS. MARR:   Okay.   

COMMISSIONER HAROWITZ:   And just for clarity then, in 

terms of this application -- Howard Harowitz speaking.  

Which parts of the long term agreement are you seeking 

approval on now?  Is it a dollar discount?  Is it 10 

years?  Is it 500 GJs?  None of the above?  Some of 

those?  Because you say you’ll file individual 

contracts.  So, in a perfect world, which parts of the 

decision that we issue, assuming we issue a positive 

approval, which parts would be the things that you 

would ask approval on?  Which of those then get 

hardwired now, as opposed to are open to negotiation? 

MS. CARMAN:   So, for certain, in the approval sought 

section, it is the $1 discount off of the BERC rate --  

COMMISSIONER HAROWITZ:   Okay. 

MS. CARMAN:   And I’ll let Jason speak to the other terms. 

MR. WOLFE:   Yeah, in the application, 1.2, the approval 

sought is the $1 off the discount, and we have also 

provided tariff language under the GT&Cs.  So, we 

would be seeking approval of that.  Those are the two 

approvals that we are seeking. 
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  The other parts of it were to frame what 

that long term agreement would be or would start to 

look like.  But, the specific approval would be for 

the dollar reduction. 

COMMISSIONER HAROWITZ:   But for greater clarity, because 

one could read the places where you have blanks to 

mean, governed by no less than 10 years, governed by 

no less than 500 GJs, or it could mean those were 

indicative, but you can fill in the blanks with 

virtually anything.  So, I think there is still some 

ambiguity in the request, and just some clarity as to 

what you are seeking.   

MR. WOLFE:   Sorry for that, we were just looking at what 

we had put, and making sure that my response is 

consistent with what we put in the approval sought in 

the draft order.  And all we were seeking was the 

reduction -- or the price, the dollar difference as 

the approval, and the dollar difference in the changes 

in the tariff, that's all that we are actually 

specifically seeking approval for. 

COMMISSIONER KEILTY:   So if I look at slide 9, where you 

outline some terms for a long term agreement, at the 

start of the day, this was just meant to be an 

illustration of what it might look like?  Is that 

correct? 

Proceeding Time 1:48 p.m. 52 
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COMMISSIONER HAROWITZ:   So again -- Howard Harowitz here 

Just for clarity, if you got approval for what you 

were asking for, you could conceive of coming -- if it 

came to that, asking for approval of an agreement that 

had the $1.00 discount but eight years and 350 GJs.  

Because again here it says, “Minimum of 10 years, 

minimum of 500.”  Those aren’t hard lines in the sand.  

Those are just aspirational. 

MS. CARMAN:   Michelle Carman.  Correct.  Those are what 

we’d envisioned.  So they may not be hard lines in the 

sand in terms of what’s been laid out for us, but I 

would say those are lines in the sand for us as a 

company in terms of what we’d expect these agreements 

to look like.  And ultimately they would have to pass 

the tests of being in the public interest.  So if we 

brought something like that forward, it would have to 

have the merits to be approved on that basis. 

  So you know, I think from our perspective, 

with any of these types of agreements we like them to 

be as consistent as possible from one to the next.  It 

helps us manage them.  I think it helps us in 

negotiations with customers.  But I think the idea was 

around giving some flexibility, understanding that 

these customers do have different needs and different 

capabilities, and we may have to give and take a 

little bit on some of these terms.   
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COMMISSIONER HAROWITZ:   I beg your forgiveness if I’m 

struggling with something that’s maybe not on point 

here, but there’s also in ratemaking a requirement, 

and forgive me if I don’t know the exact wording, but 

that they have to essentially be non-discriminatory 

and non-preferential.  

  So a customer gets in a negotiation with 

you and you say, “Look, our line in the sand is 510,” 

and so they reluctantly go along with it and then 

somebody else who, for whatever reason, you guys had 

an off day in your negotiations or whatever, ends up 

at 8 and 350.  Does the customer a year ago have an 

argument to the Commission that says, “Somehow I’ve 

been discriminated against.  We had an application 

that got approved.”   

  So help me through this, and maybe this is 

later for us in deliberation and decision, but I’m 

just wondering if you’ve thought through those 

possibilities and how you keep earlier contracts whole 

if the next one seems to be on better terms.    

MR. WOLFE:   Yes, those are quite valid considerations and 

we do have some examples in the NGT, the vehicle side 

where they have multiple different customers, multiple 

contracts, and you do try to keep those consistent and 

use the same principles.  

  We came up with these terms here that are 
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in Table 7.1 based upon the market interest, and where 

we saw a fit for this because, you know, they were 

larger customers and we didn’t want to have one-off 

contracts with very small customers.  So we see this 

fitting for especially the UBC, and that would serve 

as a -- okay, we’ve done UBC, it’s been approved.  The 

next contract we have, yes, we’ll be, as I mentioned 

earlier, having to -- that will be a certain reference 

point and the new customer, the terms that they 

received would -- you would look at that, I would 

imagine, from a deliberation standpoint as to whether 

or not that was a similar or different than the one 

that was just approved because you would have to 

consider not giving undue preference to one customer 

over the next.  So I would imagine you would consider 

that when you’d be reviewing those.   

  As Ms. Carman noted, from a company 

standpoint we see the volumes and the term is 

something that is reasonable for us to go out and say, 

“Okay, these are the types of customers we’d consider 

under this because they are larger, it warrants the 

extra time negotiating," because all these contracts 

do take some time to negotiate.  So that’s why we had 

those in there, that’s where we expect those customers 

to be. 

Proceeding Time 1:52 p.m. T53 
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THE CHAIRPERSON:   Excuse me, how many contracts are you 

expecting?  And just very, very roughly.  One?  Ten?  

A hundred?   

MR. WOLFE:   We're talking in the handful.  We have one in 

negotiation right now, and there may be a few more.   

THE CHAIRPERSON:   So where I was going is the issue of 

regulatory efficiency.  And us approving every 

contract, as opposed to us approving the terms that we 

see on the screen.  And then you would only come to us 

if you had a contract outside of that -- of those --  

MR. WOLFE:   Yeah.  The one thing that seems to be a point 

of negotiation certainly is the termination and how 

that works.  We don't have that ironed out yet.  We're 

negotiating.  The volume numbers that we have here 

with that contract, it would meet it.  So the -- the 

term, and the volumes, are within what that customer 

is wanting right now.  So -- sorry.   

THE CHAIRPERSON:   But is it fair to say that you're 

saying that for a handful of contracts, you consider 

the regulatory efficiency to be not a huge -- not a 

huge issue?  Of bringing every contract to us?   

MR. WOLFE:   Looking back to the bypass agreements, you 

know, when they're very consistent, it's a very quick 

regulatory process.  There is not much process that's 

involved, because they are similar, and the mechanisms 

used are similar.  And so to that extent, yes, it 
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makes it fairly quick.   

  I don't think the terms in there -- I don't 

expect them to vary a lot, but I don't see it creating 

a large regulatory process.   

MS. MARR:   Okay.  I had more questions along the -- along 

that -- actually, yeah, you have answered them.  So -- 

Cathy Marr again.  With regard to some of the terms, 

one of the terms -- and we asked about it in BCUC IR 

26.5, and this had to do with specific stranded costs, 

or stranded asset costs.   

  So there is -- it was described there is a 

take-or-pay provision in the contract to avoid that, 

and I'm having trouble understanding that.  So is this 

particular risk in the case where you've got someone 

who's not a Fortis customer -- they're not a gas 

customer at all.  So they're coming on as an RNG 

customer?  Because I'm understanding if you're already 

a gas customer, and you're switching from conventional 

gas to RNG, there is -- those risks of those -- you 

know, that pipe in the ground has already been covered 

by the mains extension test.  There isn't an 

additional risk.  So I'm having -- I'm trying to 

understand what the specific risk for stranded assets 

is being covered off by a take-or-pay clause in an RNG 

contract.   

MR. WOLFE:   Yeah, Jason Wolfe here.  It's different than 
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when you're considering, yes, putting pipe in the 

ground, and you're going to make that investment and 

move on.  And that -- those are some of the 

discussions we're having with the customer as to what 

is that stranded risk, and the concept behind the 

take-or-pay is that we don't want a customer coming 

into a long-term agreement and going up and down all 

over the place on their RNG, because part of getting 

that discount is having some certainty of what that 

load is.  And also if the volumes are very large, we 

have to ensure that we have enough RNG supply, even 

though there is provisions for us to purchase offsets, 

with the large customers, we're -- we would certainly 

try to make sure that we have that supply. 

  So if they committed to a supply and then 

didn't take it -- or sorry, committed to purchase a 

certain amount and didn't take that, that leaves more 

available for other customers, but then if they're 

going to take it the next year starts to create some 

challenges in just managing supply.   

  So our vision was, in that -- what we want 

is a customer that goes into that, that's saying 

they're going to take X amount, and it stays at that 

amount.  So then we can plan more.  And that helps 

justify part of that discount.   

Proceeding Time 1:57 p.m. T54 
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MS. MARR:   Okay.  So, my next question was actually along 

the same lines as what some of the Panel members said, 

is, you know, you've got a range of possible terms and 

conditions, and I'm wondering if by not setting out a 

sort of minimum set of acceptable terms and conditions 

more specifically and more detailed, that you risk 

having these handful of contracts being signed, maybe 

fairly early on, and I gather you're learning as you 

go what customers need. 

  Is there not some risk that you have one or 

two contracts sign up the bulk of the RNG early on at 

less than optimal terms and conditions?  As you go 

thorough this process would it not be better to either 

have the Commission, through this decision, set out 

some specific minimum terms and conditions that you 

must have or request a standard form of contract that 

sets out what those might be that may help the 

customer as well to understand better? 

MR. WOLFE:   Jason, here.  You made a point earlier on 

that I want to address which may have had more 

favorable terms.  It could be the other way around 

too, is that they get a couple customers sign up for a 

lot of volume and they find out really that was a -- 

we'd negotiated too strong and the other side 

happened.  So it could go either way and it is early 

on in our foray into having long-term contracts, and 
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so, the terms that we had here were where we expect it 

to go. 

  I suppose there is an option for the 

Commission to say what those minimums are or the 

certain terms, if they so choose in the deliberations. 

  I think that what we'd ask for is the 

price, and we've laid out where we expect these to go, 

and we don’t have a contract yet that's in front of 

the Commission for them to evaluate.  We'd expect some 

of that to be discussed when that first contract gets 

put in, but I don’t know if there's more I can add 

there. 

  Michelle? 

MS. MARR:   My question is more, would that be helpful to 

Fortis in your negotiations? 

MR. WOLFE:   It's Jason Wolfe, again.  The GJs and the 

years are things that we expect and they do serve as a 

bit more of a threshold, a gate to get in from a 

company standpoint when we're negotiating. f there 

were terms that the Commission was wishing to put into 

to make it a little more uniform, those ones would be 

ones that were a little more -- that I think we could 

live with. 

  The only -- why I suppose I am hesitant is 

just because of the early nature of putting this out 

there.  We know of UBC and a couple others that have 
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shown a bit of interest, but also just mindful of 

trying not to exclude somebody that we don’t know is 

going to come on.  And so, that's where we thought the 

GJ amount and the years worked, but just mindful of 

the exclusion of -- maybe there's somebody just 

outside that and it doesn't work. 

MS. MARR:   My next questions are around who would qualify 

for one of these contracts.  So that sample that you  

-- or the one you're working on that was filed as part 

of your filing yesterday, was -- you call it an 11(b) 

tariff supplement which suggests, of course, that it's 

with the transportation service customers, so perhaps 

on rate 25. 

  What I wondering is, is there any reason 

why a customer who is a sales customer rate 5 could 

not have a long-term contract? 

    Proceeding Time 2:01 p.m. T55 

MR. WOLFE:   I don’t think that we’ve investigated fully 

on the rate 5.  We thought it fit with the 11(b) and 

the concept of the tariff supplement working well 

within that, which would mean yes, a transport, and 

that's where the customer interest has come from right 

now.   

MS. MARR:   Is there anything that suggests it must be a 

transport customer?  If you had a sales customer who 

wanted a long term contract and met the volume and 
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term?  Is there any reason why they wouldn’t qualify? 

MR. WOLFE:   A:   Technically I don’t think so, I don’t 

think we have structured it in that way.  We have 

structured it to be on the 11(b) and granted there are 

not very many customers in say rate 5 or 7.  A 

majority are in 25 or 27, but it's -- I don’t think 

we’ve structured it that way.  And with the language 

in the tariff, it is more in line with it being a 

transport customer.   

MS. MARR:    And if you did have someone, you can move 

between 25 and 5.  Is that something that would be 

possible for a customer to move from during the term 

of the contract?  The RNG contract, from 

transportation to sales, or back? 

MR. WOLFE:   We -- I think we’d have to address that in 

our discussions with the customer and make sure that 

if that was the case, it would be considered.  In the 

case of say bypass agreements, they stay in that rate 

class for that term.  They are a tariff supplement to 

rate 22 or what have you.  And I don’t know that there 

are those that have shifted out of that rate classes, 

once a bypass agreement or a tariff supplement has 

been signed.   

MS. MARR:   The next question I had was, you have in the 

schedules listed the different kinds of customers.  

You’ve got rate 1, 2, residential/commercial, and 
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there were identified as one line was marketers?  So, 

if you had a marketer who had a group of 

transportation customers whose group that they 

managed, would the marketer be able to enter into a 

long term contract?  Was the shipper agent for that? 

MR. WOLFE:   Yeah. 

MS. CARMAN:   Cathy, did you look at our response to 50.1?  

So, I am just wondering if this answers your question.  

“All RNG sales to transportation service 

customers will be pursuant to rate schedule 

11(b) regardless whether they have appointed 

a shipper agent or have elected FEI to act 

as their shipper agent under 14A.” 

MS. MARR:   Right, but 11(b) gas, is just gas that goes 

into the customers' group -- or into the shipper 

agent’s group, similar to the way 14A goes into -- is 

supplied into a shipper agent’s -- or into, in this 

case, Fortis’ group as shipper agent.  11(b) is just 

another supply tariff, just as 14A is, isn't it? 

MS. CARMAN:   So, the question is can a marketer be a 

customer under 11(b)?  Is that --  

MR. WOLFE:   As a long term --  

MS. CARMAN:   -- as a long term contract customer? 

MS. MARR:   For a transportation -- you’ve said that a 

transportation service customer under rate 25, you say 

could be a long term customer.  If they -- so if they 
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have a group that they’re in, where a marketer is 

their shipper agent, and the marketer has aggregated a 

number of rate schedule 25, could the marketer enter 

into a long term contract? 

    Proceeding Time 2:06 p.m. T56 

MS. CARMAN:   I think, you know, if they're willing to 

take the long term commitment we -- we don't see any 

language in there right now that would preclude them 

from taking that. 

MS. MARR:   And what are the implication if a customer, 

rate schedule 25 customer say, who has signed one of 

these long term contracts changes marketers.  So let's 

say they were with Fortis and they moved to another 

markets group.  Are there any reason why they would 

not be able to move? 

MS. CARMAN:   Let me clarify.  Michelle Carman.  A rate 

schedule 25 customer who signed a long term agreement 

with a marketer? 

MS. MARR:   No with Fortis for one of these long term RNG 

sales, would there be any reason why they couldn't 

change marketers? 

MS. CARMAN:   To change from -- so change from getting 

their -- change marketers within the program.  So 

they're with one marketer now and they want to change 

to another. 

MS. MARR:   Which happens all the time. 
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MR. BRYSTROM:  But not for RNG, just for the marketers 

giving them their regular natural gas. 

MR. WOLFE:   I don’t think it matters.  I think the 

customer can change their marketers and still have the 

long term agreement.  Because the customers do change 

marketers fairly regularly, so I don't think that 

matters. 

MS. MARR:   So they take the long term contract with them 

regardless of who their marketer was. 

MR. WOLFE:   Yes.  They purchase their RNG from Fortis 

under, say, the long term agreement that they have and 

they purchase the remainder from their marketer.  And 

they would -- if they switched marketers they buy that 

gas from that new marketer and the RNG is still from 

Fortis. 

MS. MARR:   Okay.  My next line, set of questions is in 

regard to the sample contract that you filed 

yesterday.  The draft tariff supplement K-1, which I 

understand is TBC.  That one is for five years I 

understand, is the term on that one? 

MR. WOLFE:   Yes it's -- 

MS. MARR:   So this is, for example, one where it maybe 

less than 10 years. 

MR. WOLFE:   At this point I can't say.  I think it was -- 

we provided this that these are some of the terms that 

we're working towards that weren't confidential yet 
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but they're still potential that some of these may not 

be in the final agreement and some other ones might 

be.  That's why the caveat and the draft all over it 

and illustrative, because we don't want to get tied 

down to this being exactly what's going to come 

forward if we sign a contract.  But it's in the nature 

of what we're looking at. 

MS. MARR:   Fair enough.  So in the application in Table 

7-1, you listed the -- in that summary under the topic 

of quantity exceed or not met, that the volume is not 

met by Fortis would be subject to rates schedule 11(b) 

curtailment rules, replacement with credits or 

penalties as defined by the contract.  And in response 

to BCUC IR 27.2 you confirmed that rate schedule 11(b) 

is an interruptible sales rate schedule and it doesn't 

have any obligation to deliver. 

  Further in response to BCUC IR 27.5 what -- 

Fortis confirmed that the intent, and I underline 

"intent" because that was emphasized in the response.  

"The intent of the proposed long term contract 

offering is to be a firm sale of biomethane both from 

the perspective of Fortis's obligation as supplier and 

of the long term contract offering customers 

obligation as purchaser."  And then Fortis went on 

further to explain, 

"In the event a particular customer is not 
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willing to accept carbon offsets as set 

forth under section 28.3 of FEI's general 

terms and conditions, and the supply of 

conventional natural gas in place of 

biomethane, then curtailment maybe 

required." 

  So my question is could you please confirm 

that the reference to carbon offsets is a purchase to 

carbon offsets that Fortis has -- is required because 

you might had insufficient supplies of biomethane 

available.  It's the remedy in the case that you're 

short of biomethane, for supplying all of your 

biomethane customers, at any particular point in time.  

So the carbon -- supplying carbon offsets or 

purchasing carbon offsets is a risk mitigation in the 

event that you have not enough supply of biomethane.  

Is that correct?  

 Proceeding Time 2:11 p.m. T57 

MR. WOLFE:   That's what's in the tariff at present, so 

that customers acknowledge by way of that tariff that 

if there wasn't actually the RNG supply at that time, 

that then we could use offsets to meet the carbon 

reduction requirements.   

MS. MARR:   And I think we've had a series of questions 

about whether it might be possible that that wasn't 

acceptable to certain long-term customers, and I think 
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in this tariff supplement, K-1, this may be an example 

of that.  Where under the minimum set out in article 

1.5.1 of the sample tariff supplement, it's the 

minimum annual quantity is spelled out, and the 

customer agrees to purchase that minimum annual 

quantity.  And in article 1.5.4, titled "Curtailment", 

it states "If FortisBC Energy determines that 

curtailment under Section 4.2 of Rate Schedule 11(b), 

curtailment, is required, FortisBC Energy will reduce 

the minimum annual quantity yearly by an amount equal 

to the actual quantity of biomethane curtailed by 

Fortis." 

  So, would you confirm that the nature of 

this tariff supplement -- this is the bio supply for  

-- first of all, it's the supply for a customer who's 

not a sales customer but a transportation service 

customer.  Sorry, got myself off --   

  So what we've got here is the potential for 

curtailment and so that Fortis has not been able to 

make an obligation to make a firm supply in this case, 

because this is a particular customer who doesn't want 

to take carbon offsets as a remedy to that situation.   

MR. WOLFE:   Yes.  And the -- what we are trying to -- 

although again the contracts aren't finalized, but 

we're trying not to penalize a customer for not taking 

the quantity that they -- the minimum quantity because 
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we don't have it available for them.  So, that clause 

is intended to address that.   

MS. MARR:   Okay.  So here is an example of a trade-off 

where Fortis is not -- is no longer providing a firm 

commitment to deliver because of that aspect of it.  

So does this effectively mean that in this example 

tariff supplement, the intent is for a firm obligation 

to deliver in respect to the environmental attributes, 

associated with the supply, effectively.   

MR. WOLFE:   I'm going to just step up again, because we 

haven't filed this.  This is for -- informational.   

THE CHAIRPERSON:   I would like to clarify what exactly 

are we looking at here?  What is this -- what's the 

purpose of this contract in this context?   

MR. WOLFE:   We thought it would be just helpful because 

we had a number of questions, IRs, about what are 

these contracts going to look like.   

THE CHAIRPERSON:   Right.   

MR. WOLFE:   And so we thought it would be helpful to put 

forward the direction we're working, and some of the 

terms we're working towards.  These may all change, 

depending on how negotiations go.  But it's sort of 

the direction, and we thought it would be useful just 

to gain a general understanding.   

THE CHAIRPERSON:   At this point you're proposing to bring 

these contracts back for our review and approval at a 
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later date, is that correct?   

MR. WOLFE:   Yes, we are.   

THE CHAIRPERSON:   So, I'm wondering, given that, what -- 

whether we should perhaps move on.   

MS. MARR:   I was using it as an example.   

THE CHAIRPERSON:   Is that okay?  I don't think we have to 

approve these contracts at all at this point.   

MS. MARR:   My next one -- topic is the Section 28 of the 

GTNC, and you did not that that is something that 

you're seeking approval for and there was -- I've done 

a handout.  It is in the application itself, but you 

will see an example -- two pages, taken from 

attachment 4.1.1 of the response to BCUC IR 1.   

    Proceeding Time 2:16 p.m. T58 

  So it's from Exhibit B-5, so it's a two-

pager that's a black line version of the changes that 

they're seeking, Fortis is seeking for section 28 of 

the general terms and conditions.  And specifically 

section 28 deals with biomethane service. 

  So in response to BCUC 4.1, Fortis stated 

that with respect to proposed service offering under 

as short term contract the terms and conditions for 

such service will remain the same as currently 

approved under rate schedules 1(b), 2(b), 3(b), 5(b), 

and 11(b).  The only required amendment to these 

schedules, if approved, will be to the cost of 
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biomethane, in other words the BERC per GJ, if upon 

the approved affective date as explained in the 

application. 

  And in response to BCUC 4.2, Fortis says 

that it plans to file those amended versions of those 

rate schedules affective the later of the start of the 

first quarter or January 1st, 2016, which has past.  

  In the application in section 7.2.1, we 

note that the BERC rate for the short term is equal to 

whatever the Commission approved CCRA rate is on 

January 1st, plus the carbon tax, plus the premium of 

$7 and this would be set once a year.  So I just 

wanted to confirm that that's set once a year on 

January 1st, and then it doesn't change during the year 

if the CCRA rate or the carbon tax changed? 

MS. CARMAN:   That's correct. 

MS. MARR:   So if we look at the black line changes in 

section 28 of the general terms and conditions, there 

are two under 28.4 price determination, there's two 

situations there.  (a) deals with the cost of 

biomethane for a customer who entered into a service 

agreement with Fortis for biomethane under rate 

schedule 1(b), 2(b), 3(b) and 5(b).  And then the 

second one is, on the next page, (b) is for the cost 

of biomethane for a customer whose entered into a 

service agreement with Fortis for biomethane under an 
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applicable tariff supplement. 

  So my first question is where does rate 

schedule 11(b) fall? 

MS. CARMAN:   So 11(b) would fall under item (b) here, 

28.4(b). 

MS. MARR:   But item (b) I thought was for long term 

contracts.  Can you not still be an 11(b) customer on 

a short term rate? 

MR. WOLFE:   Yes, you can. 

MS. MARR:   So would you also include 11(b) under the 

short term? 

MR. WOLFE:   I believe so. 

MS. CARMAN:  So Cathy, I note -- Michelle Carman.  I think 

these will have to be amended regardless, depending on 

the outcome of this proceeding.  First of all, you 

know, to clarify if it's January 1st.  I know there was 

an IR response where we spoke about ideally we would 

like the rate to change once a year.  We're expecting 

January 1st, but we were open to perhaps a, you know, a 

July 1st change versus a January 1st change.  So, yes, 

so certainly if there's some refinements that are 

required to the language those are -- you know, we're 

open to those and those are easy for us to do. 

MS. MARR:   So that was my question because a customer 

reading this would take it that your biomethane rate 

is, it says, "The sum of the CCRA rate plus the carbon 
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tax, plus the $7." And reading that if the rate, the 

CCRA changed on April 1st, you would assume this -- so 

there are revisions -- 

MS. CARMAN:  So yeah, so we'll have to -- depending on 

what's determined here. 

MS. MARR:   So you're not seeking approval of them as 

filed? 

MS. CARMAN:   Correct, I think we will have to -- 

depending on the decision, we will have to re-file 

these for the -- yeah, re-file for approval. 

MS. MARR:   Okay, and the same goes for the long term one, 

if someone reading it, it says, it's the CCRA plus the 

carbon tax plus $6, which would not be the case once 

you've locked in.  Okay. 

    Proceeding Time 2:21 p.m. T59 

  My next one is the nature of the timing and 

the approvals.  So, this is leaving the contracts 

terms to the side.  The timing of the approvals of the 

transfers of the GJs and the dollars out of the 

biomethane variance account, and the automatic 

transfer is amortized into the delivery margin.  So, 

we are struggling a bit with the logistics of how this 

will all happen, and if I have this correct, Fortis 

would not do the age transfer of the biomethane from 

the BVA to the MCRA without applying first in seeking 

approval from the Commission? 
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MS. CARMAN:   Yes, that's correct. 

MR. WOLFE:   If I can just expand right now with our gas 

cost filings, we get approval from the Commission.  

That process might be quite limited, and there may not 

be much in the way of process, but we do have to get 

approval to change gas rates.  And it is more in that 

spirit, because we are asking for the general 

framework to already be there, and then we would come 

forward and say this year we are planning to have this 

many dollars moved over to here and there, and it is 

consistent with what we have asked for in the 

application.   

MS. MARR:   So what I understand is that this transfer 

occurs effective January 1st, each year, and if I 

understand from I think it's BCUC IR 41.1, that the 

timing of these applications and such would be 

anticipated to be happening in the same time as the 

fourth quarter CCRA? 

MS. CARMAN:   That's what we are anticipating, yes. 

MS. MARR:   Which normally comes in about the third week 

in November and is turned around in about a week by 

the Commission? 

MS. CARMAN:   That's correct.  

MS. MARR:   The timing is specifically designed to get as 

close to January 1st as you can to accommodate the CCRA 

rate setting?  
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  So, with regard to the automatic transfer, 

I understand that you can't determine what the 

automatic transfer out of the BVA is to be amortized 

in delivery rates, until you’ve done the -- you know 

what the age transfer is?  That one is netted off? 

MS. CARMAN:   Yes. 

MS. MARR:   And delivery rates, you have a process, for 

instance this year, there was an annual review, and 

there was a regulatory timetable around that.  The 

application came in -- if you look at Order G-138-15, 

the application came in at about September.  There was 

a whole process around it, and the order went out 

setting the rates, and I understand they were interim 

for this year, but normally they would be permanent 

rates for January 1st.  That came out towards the end 

of January in G-193-15. 

  So, how do you -- and so when you say that 

the transfer would -- transfer would happen effective 

December 31st, and then they would be amortized into 

rates effective presumably the next day, the January 

1st delivery rate, or the rates that are effective on 

January 1st, how does that happen when you would 

presumably have your delivery rates for approved part 

of a process that is happening much earlier than the 

quarterly gas cost reporting and the determination of 

what your age transfer is? 
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MS. CARMAN:   Yeah, absolutely.  Michelle Carman.  So, 

often these things are a bit of a fluid process.  So, 

what would happen is we’d provide a forecast as a part 

of the annual review of what we expect the balances to 

be, and I see this no different than the automatic 

adjustment mechanisms for something like the ROE, 

where it's subject to what is determined in another 

proceeding, often with our delivery rates.  We do -- 

you know, there is a compliance filing that will occur 

once we get the decision, or if there is a change to 

the ROE.  So I could see that being a flow-through 

impact of, you know, what is determined through that 

fourth -- that quarterly proceeding. 

  So the annual review would have really the 

forecasts of all the costs associated with the 

biomethane program, the forecast balance in the BVA, 

which we’d have pretty good information on what that 

would be, and I would see that being updated for what 

was determined in the quarterly process, or aligned 

with the quarterly process.   

Proceeding Time 2:26 p.m. T60 

MS. MARR:   So technically the application will be part of 

the annual review? 

MS. CARMAN:   Yeah.  And, you know, there could be a bit 

of a lag, right, with a lot of deferral accounts we do 

experience that.  You'll have a forecast but 
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ultimately it -- things do get caught.  They -- if 

it's not precisely zeroed out in that first year it'll 

get, you know, pickup in the second year.  So there is 

potential you may have a little bit of lag depending 

on when rates are set. 

MS. MARR:   Okay.  I apologize, I did have one question 

about the contracts, long-term contracts still.  When 

those are filed as a tariff supplement for approval, 

the expectation is they wouldn’t be confidential, is 

that correct?  They would not be confidential because 

their rate -- 

MS. CARMAN:   So -- 

MR. WOLFE:   Generally, we would prefer to file publicly 

if possible, I don’t think so at this point there 

would be anything that would be confidential, because 

it's -- 

MS. MARR:   Is it possible to file confidentially when it 

is a tariff supplement, it's a rate? 

MS. CARMAN:   I think what would happen if there is any 

confidential information, we would likely seek 

approval to have that redacted, but the supplement 

itself -- 

MS. MARR:   (inaudible) material. 

MS. CARMAN:   Yes. 

MS. MARR:  I did provide a bunch of diagrams, and that was 

my -- for my own benefit trying to figure out how 
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things moved from one account to another, and I'm not 

sure whether that's entirely necessary at this point.  

We've had a bit of an explanation around that.  And I 

think we answered the question about when you transfer 

from the BVA to the MCRA -- my question was whether 

that was a potential loss -- permanent loss of the 

carbon tax savings, and it sounds like you're looking 

for ways to try and monetize that or take advantage of 

that, so that's not completely lost. 

  But to the extent transfer to the MCRA 

happens before you figure out how to monetize it, does 

that close the door on monetizing or realizing the 

carbon tax benefits from the volume that has been 

transferred?   

MS. CARMAN:   I'm not sure yet, but to the extent, as Mr. 

Noel pointed out, to the extent we move it to the MCRA 

we could allocate it as own use, and so I think it 

would depend on requirements, how far back we could go 

in terms of being able to seek that carbon tax credit 

for our own use. 

MS. MARR:   My last question relates to re-evaluating the 

BERC rate, how you measure success, how we loop back 

and figure out whether that was the right rate, how 

well it's going, whether the premium needs to be 

adjusted, and also to the automatic transfer.  So, it 

seems to me the -- so what I'm doing is questioning 
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the need for this automatic transfer. 

  You've gone for a number of years where the 

dollars -- the balances have sat in the BVA to visibly 

not too much ill affect, and when we look at the 

dollars that are proposed or forecast to be 

transferred, I'll refer people to what is in Exhibit 

B-9, and its attachment 51.1, I believe.  So it was 

the one that was filed yesterday.  There are a series 

of schedules at the end.  And we ask Fortis to take 

the forecast out ten years rather than five years.  

And if you look at schedule 1 in that attachment, and 

I did provide a hard copy separate as well, so either 

way. 

  If you look down at the bottom, you've got 

your transfers here, so line 23 is your aged inventory 

write off.  That's your transfer to the BVA and that 

is first forecast to happen in 2018, to the effect of 

about a million dollars.  And then the next line down, 

if I'm correct, Michelle, that this would be the 

automatic transfer that you're proposing would happen 

on December 31st of each year?  

Proceeding Time 2:31 p.m. T61 

MS. CARMAN:   To the delivery.   

MS. MARR:   Yes.  To the delivery rates.  So my question 

is, when you look at these amounts, there is 756,000 

in 2016.  There is actually -- and you've confirmed in 
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IRs that the opposite direction, you would do a 

transfer of a benefit as well as a credit.  Then it's 

101.   

  So my question would be, what would be the 

harm to not having automatic transfer through those 

first few years, and when you file that application 

for the age transfer, and for the -- in 2018, would 

that not be an appropriate time to really take a hard 

look at that -- look at how things have gone, whether 

there needs to be adjustments to the program? 

  You know, when we look out further in 

there, we see that some of these automatic transfers 

get to be quite large.  In 2021 it's forecast to be 

$15 million.  And so the concern is that if you have 

approval to have an automatic transfer here at this 

point, do we really know what we're in for?  And what 

would be the harm of waiting and holding off on that 

automatic transfer until you get a better handle on 

how it's going?   

MS. CARMAN:   That certainly is one approach to, you know, 

leave things in the BVA, continue to accumulate.  Like 

I said before, we're mindful of the deferral accounts 

we have, and the balances that accumulate, and we do 

like to have a disposition -- a disposition plan for 

them, if possible.   

  But, you know, I think that that would be 
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an approach that we would be open to.  Just with 

recognition that that is a balance that we could deal 

with, because like I mentioned before, we don't want 

to be in a position where we're building something up, 

and have to come to our customers and to the 

Commission, and seek a larger -- a larger rate impact 

as a result of it.  So it would be something where 

we'd be open to.   

MS. MARR:   Those are my questions.  I'll hand it over to 

--   

COMMISSIONER KEILTY:   Just one question on -- Karen 

Keilty.  Is there a reason, and I may have forgotten, 

but why the amortization doesn't start till 2018?  If 

there is an older balance that has accumulated to this 

point in time?   

MS. CARMAN:   Yes.  So, you may recall earlier, I think 

Mr. Wolfe mentioned, right now the age of the 

inventory that's sitting in the BVA is only about five 

months.  So we don't have -- we don't have a built-up 

of inventory that is actually sitting there.  It's 

once we start -- some of these other supply projects 

start to come on that we're expecting to have more of 

a balance.   

THE CHAIRPERSON:   And if I could just ask, how much more 

-- how much more time does that need, estimated?  

(inaudible)   
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THE CHAIRPERSON:   Pardon?  You have one?   

MS. MARR:   I'm done. 

THE CHAIRPERSON:   Thanks.  Okay.   

  Okay, go ahead.   

MS. SUE:   Suzanne Sue.  I have, I guess, a follow-up 

question to Cathy's regarding the automatic transfer.  

In the response -- in Exhibit B-5, BCUC IR 1.1.2, FEI 

confirmed that if it obtains approval sought in item 

5, the subject amortization of the forecast December 

31st balance in the BVA would be automatic without the 

need for further approval from the Commission.  Can 

you reconcile this with slide 18?  Which says, "All 

transfers will be subject to Commission review".   

MS. CARMAN:   So can you give me that IR response again?  

MS. SUE:   Exhibit B-5, BCUC IR 1.1.2.  It's one of the 

first --  

Proceeding Time 2:36 p.m. T62 

MS. CARMAN:   So BCUC 1.1.2 from Exhibit 5, maybe I’m 

looking in the wrong spot, is the objective 

appropriately -- actually I have a 1.1.1 and a 1. -- 

maybe I’m looking at the wrong place.  Has anybody 

found it?   

MS. SUE:   (inaudible) with the records.  It’s on page 4.  

Otherwise explained that FEI intends that the proposed 

annual transfer of unsold biomethane from the BVA to 

the midstream reconciliation would be approved in 
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concept only in this proceeding, and FEI would make 

further application --  

MS. CARMAN:   I think that entirely reconciles with that.  

It’s saying that the concepts are approved but the 

actual transfers themselves are subject to Commission 

review and approval.   

MS. SUE:   Going down to question, the one below it, 2.2: 

“Please confirm or otherwise explain that 

FEI intends, if it obtains approval sought  

the subject amortization of the forecast 

December 31st balance in the BVA would be 

automatic without the need for further 

approval from the Commission.  Can FEI 

confirm that?” 

  So I’m just wondering how that reconciles 

with the statement that all transfers would be subject 

to Commission review, because in the response it said 

it would not be subject to further approval. 

MS. CARMAN:   Right.  I suppose the way that we saw it was 

that the mechanism is approved, but like all costs 

embedded in our annual review they’re subject to 

Commission review and approval.  So, you know, by 

approving the delivery rates that have embedded in 

them the amortization expense.  So perhaps it was an 

inappropriate -- yeah, so I guess, again I think it 

goes back to the mechanism and the concept of, you 
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know, the approval to have the transfer, but really 

the dollars in the deferral account are still part of 

what makes up the delivery rates and our annual review 

and revenue requirement filings.   

MS. SUE:   Can you confirm that this would happen in the 

annual review process?  All right, thank you.   

  I guess my final question has to do with 

the unsold biomethane premium deferral account which 

is mentioned on page 69 of the 2013 decision and you 

should all have a copy of that.   

MS. CARMAN:   Rate 18 service? 

MS. SUE:   Yes, that would be, but is that the A-2-2?   

MS. CARMAN:   Which page, Suzanne? 

MS. SUE:   Page 69. 

MS. CARMAN:   69.   

MS. SUE:   And does everyone have page 69?  On page 69 of 

the 2013 decision states:   

“FEI is directed to recover any balance in 

the unsold biomethane premium deferral 

account from all non-biogas customers 

through a rate rider on a timely basis.” 

  And now we’re going to jump to page 53 of 

Exhibit B-1 where FEI discusses the 2013 decision.  

And on lines 15 to 19 on page 53 of Exhibit B-1, those 

lines state: 

“The 2013 decision suggested this amount 
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should be captured in a separate deferral 

account and recovered from all customers via 

a rate rider.  Rather than shifting these 

costs to another deferral account and use 

the rate rider or recovery, FEI proposes to 

simply amortize this amount directly from 

the BVA into the delivery rate of non-biogas 

customers.” 

  My question is:  Can you discuss FEI’s 

understanding of the difference between a Commission 

direction and a suggestion?  Because the FEI statement 

seems to imply that it was a suggestion, whereas it 

may have been more of a directive.  I don’t know if 

that’s my understanding.   

    Proceeding Time 2:40 p.m. T63 

MR. BYSTROM:   I can answer that.  I think, we could have 

written the word “directed” there, and that would have 

been more accurate.  I am not going to try and parse 

the meaning of those two words. 

MS. SUE:   That is my final question.   

MS. SHARPE:   Laura Sharpe.  So, shifting quite 

drastically from that to looking at the customer 

segments, and some of the marketing.  I know we talked 

about that a little bit earlier this morning.  But 

I’ve got two questions on that area. 

  So, first, in attachment 10.2 to B-5, so 
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that is the UBC MBA student report that was looking at 

some of the marketing strategies for Fortis.  The 

students had made a number of recommendations, and one 

of them, I probably don’t need to look quite at it, 

but one of them was that FEI target customers from 

three primary market segments.  That's the hotel 

segment, the commercial and office building segment, 

and a wholesaler/retailer segment. 

  Did FEI look at these three segments that 

were identified by the students at that point, and 

look into targeting them as recommended in the report 

as three potential areas for customers? 

MR. WOLFE:   Certainly we looked at that.  Jason Wolfe 

speaking.  However, the feedback from customers wasn’t 

the same as the recommendations.  They weren’t willing 

to pay that kind of premium.  We have had more success 

from other institutional customers than we have from 

those sectors.  We initially had a couple hotels or 

restaurants that were RNG customers, but the premium 

was too high for them, and they choose to leave. 

MS. SHARPE:   Okay, great.  And my final question, so in 

the application, FEI is proposing some changes, 

significant changes to the BERC rate methodology from 

single to two.  How -- in response to BCUC IR 13.1, 

FEI outlines some of the ways in which it's 

communicated changes to customers in the past, and 
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how, if approved, how would FEI communicate these 

changes going forward to the different customer 

segments to let them know what is now available?   

MR. WOLFE:   We don’t have a plan in place yet, as far as 

how we would communicate.  We have communicated the 

changes to existing biomethane customers before, 

through the fairly simple methods.  They either --

usually through e-mails for those RNG customers.  Now 

we’d be wanting to communicate to all customers about 

rate changes. 

  So, some options we would consider are more 

radio perhaps, we would look again at the various 

different digital means to reach those customers, and 

bill inserts as well.  Because we can get to all 

customers.  We haven't put together a plan of exactly 

how we’d communicate that, because we’re not sure of 

what dollars we have yet.   

MS. SHARPE:   Thank you.   

THE CHAIRPERSON:   Two questions actually for Fortis.  At 

the outset you said you were prepared to make your 

final argument today.  So, one of my questions is 

going to be, is that still the case?  And my second 

question would be, do you also have it prepared in 

written format, and would you prefer to submit it in a 

written format rather than present it at this late 

hour of the day? 
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MR. BYSTROM:   I was prepared to make a verbal argument 

today.  I am busy thinking about how I can adjust that 

given the discussion today.  I am in your hands.  I 

think I could still do it today.  I don’t think it 

would -- I could probably use a few minutes to gather 

some thoughts on some particular topics.  I have 

prepared something in writing, but I would like a 

chance to revise it given I didn’t intend on 

distributing it because I do need a little flexibility 

in the words. 

  So, I am in your hands.  If you’d like me 

to do my best at this point, I am happy to do that, or 

if you would like to have something in writing instead 

given that we’ve gone a little longer than planned, I 

am also happy to do that.  It wouldn’t take me too 

long to get this into shape for filing.   

THE CHAIRPERSON:   Too long would be tomorrow?   

MR. BYSTROM:   Yeah, I think we could do tomorrow by end 

of day, yeah. 

THE CHAIRPERSON:   And okay, I’ll address that in a 

minute.  I have got some further questions.  

    Proceeding Time 2:40 p.m. T64 

COMMISSIONER HAROWITZ:   I still have a procedural 

question, if that's what we call it.  

  It seems to me that we've talked about a 

number of objectives and we to this moment have talked 
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about them without ordinarily ranking them or any 

other way.  And you had your four bullets or circles, 

but let me see if I can, at a more quantified level, 

because I think, you know, at the end of the day what 

get's measured get's done.  So I can conceive of a 

number of metrics that are potentially aligned but can 

have actually different impacts.  Such as the number 

of participants in the program, one very large versus 

hundreds of small. 

  When we talk about volume of GJs well it 

could be total number of GJs consumed or it could be 

measured as the balance between supply and demand 

regardless of what the total volumes were, or both.   

  Similarly it could be dollars of revenue, 

all of which speak to how the program is functioning.  

And then the one that is to somewhat in opposition to 

that is the impact on RNG customers.  So if I, if I 

understand you correctly I might assume you to say 

that those are all equally important and we would 

expect as we go forward to judge the success of the 

program with whatever mechanism we put in place as 

measuring against all of those.  

  I would just like confirmation as to 

whether they are equally important in your view or 

whether there are some which are more important 

amongst equals, because I think at the end of the day 



FEI BERC Rate Methodology 
Streamlined Review Process - Volume 2  Page:  216 
 

 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Allwest Reporting Ltd.,  Vancouver, B.C. 

what I don't -- what I would like us to be able to do 

is both whether you're a program advocate or a program 

cynic, use the same results to argue and prove your 

point that it was either a wonderful success or you 

see everything is wrong with it.  So do we have any 

sense from your side as to are they equally important?  

Are there some objectives which are more important?  

If you could provide any guidance on that I would 

appreciate it.  

MR. WOLFE:   I did notice one, as we dig for other 

responses, we did respond to some of that in BCUC IR 

1.42.1 and we said there 2 percent uptake moving 

towards that.  Because that's what we've wanted to try 

to achieve.  One long contract and no transfers to the 

MRCA would be measures of success. 

  You mentioned one other, the difference 

between the supply and demand costs, and I think that 

goes beyond kind of what we're asking here, because --  

COMMISSIONER HAROWITZ:   Not costs, volumes. 

MR. WOLFE:   Volumes. 

COMMISSIONER HAROWITZ:   So in other words we aren't stale 

dating a bunch of gas and transferring it. 

MS. CARMAN:   Yeah, I think that's covered in the third 

bullet that Jason mentioned there, thirdly FEI I will 

monitor the requirement for transfers.  In the event 

that transfers are not required it's another 
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indication that it's a success. 

COMMISSIONER HAROWITZ:  So if I understand it, we'd say 

these often align but to the extent that they don't 

they're equally -- notionally they're equally 

important objectives? 

MR. WOLFE:   I think they all have some weightings, 

certainly.  I don't know if I could go exactly which 

one, but -- 

COMMISSIONER HAROWITZ:   I'm not thinking about a 

numerical spreadsheet I'm talking -- 

MR. WOLFE:   They're all indicators of success or lack 

there of in the program. 

COMMISSIONER HAROWITZ:   Thank you. 

MR. WOLFE:   If there's a break I might -- Mr. Craig, 

David Craig, asked earlier about questions of churn 

rate and it was BCUC IR 1.8.1, and in the response 

there we had the churn rate and we rounded to the -- 

there were no decimal points, rounded to the whole 

number.  We thought it might be useful or instructive 

to provide that chart again but actually go to one 

decimal place because in that you actually do see a 

trend of the churn rate increasing over time.  So 

we've made copies for everybody, if we want to mark 

that as an exhibit. 

THE CHAIRPERSON:   B-12.  And if you could just give the 

panel about two minutes here. 
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 (RATE 1B CUSTOMER QUARTERLY CHURN RATE SCHEDULE MARKED 

B-12) 

Proceeding Time 2:50 p.m. T65 

THE CHAIRPERSON:   If I could ask the interveners, if they 

have any preference regarding Fortis's final argument, 

if for example we were -- we requested it tomorrow 

morning -- or, sorry, tomorrow by, say, four o'clock--  

MR. WEAFER:   We'd be fine tomorrow at four o'clock.  It's 

their call, but that would work for us.   

MR. ANDREWS:   It would be fine with me.   

MS. BRAITHEWAITE:    Yeah, it's fine with me. 

THE CHAIRPERSON:   And would that change your reply date?  

I'm not sure offhand what that date is, but you'll 

have one day less, essentially.   

MR. WEAFER:   Yes.  Would it be possible to get the date? 

MR. CRAIG:  If we got two weeks?   

MS. MARR:   February 15th?   

THE CHAIRPERSON:   February 15th.   

MR. WEAFER:   It would be helpful to have the day, but if 

that -- if there is a reason to not have that day, 

we'll work with it.   

THE CHAIRPERSON:   Are you okay if we have intervener 

arguments on the 16th?  Would that affect your --  

MR. BYSTROM:   One day won't make any difference. 

THE CHAIRPERSON:   All right.  So under the circumstances, 

given the late hour and the fact that there are -- 
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that Mr. Bystrom has revisions to your final argument, 

and the complexities that we've talked about here, the 

Panel would actually prefer a written argument 

tomorrow afternoon, tomorrow by 4:00.  Is that -- if 

that's reasonable.  And then we'll extend the date of 

the intervener argument to the 16th.   

MS. MARR:   And the Fortis reply -- 

THE CHAIRPERSON:   Reply on the same -- in the same day.  

Which is -- 

MS. MARR:   23rd. 

THE CHAIRPERSON:   23rd? 

MS. MARR:   Yes, 23rd.  

THE CHAIRPERSON:   The 23rd, yes.  Okay.  Unless there is 

anything else, then, thank you very much, everyone, 

for your participation.  And I'll adjourn the hearing.  

Thank you.   

 (PROCEEDINGS ADJOURNED AT 2:53 P.M.) 

 

 

 


