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1. Reference: Exhibit B-4, BCUC 1.1.1.5 and Exhibit B-6, CEC 1.3.1.2  1 

 2 

 3 

1.1 Will FEI undertake any extra-ordinary assessments either during or following 4 

replacement to assess whether or not environmental factors contributed to the 5 

leaking of the original pipeline?  Please explain why or why not.  6 

  7 

Response: 8 

FEI will not be performing any extra-ordinary assessment of the abandoned pipeline.  As further 9 

described in the responses to BCUC IRs 1.2.2, 1.2.3, and 1.2.4, FEI has identified the factors 10 

that led to the accelerated corrosion which is occurring on the original pipeline.  These factors 11 

are specific to the Coquitlam Gate IP pipeline and its coating and installation.  Any learnings 12 

from further assessments could not be used to improve the integrity of the proposed pipeline 13 

and as such would not provide benefit for the additional expense.  14 
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2. Reference: Exhibit B-4, BCUC 1.1.1.7.2 1 

 2 

2.1 Please explain whether or not soil modeling might be appropriate in the new 3 

Coquitlam Gate pipeline route. 4 

  5 

Response: 6 

As discussed in the response to BCUC IR 1.1.1.7.2, the common factors at excavations of the 7 

existing pipeline were the presence of groundwater at pipe depth and disbonded shielding girth 8 

weld coating.  As the new Coquitlam Gate IP pipeline will be installed under roadways for the 9 

majority of the route, where soils and natural drainage channels have been modified, site 10 

specific soil and moisture conditions would be difficult to assess and model.  Further, as noted 11 

in the response to BCUC IR 1.1.1.7.3, ground water existence and migration are not considered 12 

controllable factors by FEI. 13 

As described in the response to BCUC IR 1.11.4, FEI’s selection of Fusion Bonded Epoxy 14 

(FBE) coating for the new pipeline mitigates the potential for cathodic protection shielding.  As a 15 

result, the soil environment is expected to have minimal impact on the new pipeline. 16 

FEI is confident that the combination of FBE coating and cathodic protection will be effective at 17 

managing corrosion on the new Coquitlam Gate IP pipeline. 18 

 19 

 20 

 21 

2.1.1 If soil modeling might be appropriate, please provide the estimated 22 

costs and clarify whether or not FEI is undertaking this modeling. 23 

  24 

Response: 25 

Please refer to the response to CEC IR 2.2.1.  26 



FortisBC Energy Inc. (FEI or the Company) 

Application for a Certificate of Public Convenience and Necessity (CPCN) for Approval 
of the Lower Mainland Intermediate Pressure (IP) System Upgrade (LMIPSU) Projects 

(the Application) 

Submission Date: 

June 18, 2015 

Response to Commercial Energy Consumers Association of British Columbia (CEC)  

Information Request (IR) No. 2 
Page 3 

 

3. Reference: Exhibit B-6, CEC 1.3.2 and Exhibit B-1-6, page 20 and page 24 Table 1 

3-1 2 

 3 

 4 

 5 

3.1 Please provide an estimate of the increased costs that would occur if the Fraser 6 

Gate project was undertaken independently of the Coquitlam Gate project, and 7 

include any opportunity to mitigate costs that may have occurred as a result of 8 
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the change in project scope (ie. need for bypass or other factors influencing 1 

costs). 2 

  3 

Response: 4 

The basis of cost estimate included in Appendix A-23 of the Application assumes that the 5 

Coquitlam Gate IP Project and Fraser Gate IP Project would be constructed at the same time 6 

and by the same pipeline contractor.  If the Fraser Gate IP Project was undertaken 7 

independently of the Coquitlam Gate IP Project, the following factors would impact the Fraser 8 

Gate IP Project cost estimate resulting in potentially increased Projects costs: 9 

1. Contractor mobilization and demobilization, which would be shared between the two 10 
IP Projects, would increase to the full cost if the Fraser Gate IP Project was 11 
undertaken independently; 12 

2. Independent pipe orders would not avail of the economy of scale associated with the 13 
larger pipe order for both IP Projects, and would therefore incur additional 14 
procurement costs due to the smaller order quantity for the Fraser Gate IP Project; 15 

3. It is likely that the Coquitlam Gate IP pipeline contractor would not be available or 16 
interested in the much smaller scope of the Fraser Gate IP Project; therefore, 17 
knowledge and productivity gain from the Coquitlam Gate IP Project would be lost 18 
which could result in reduced pipeline productivity and an increased construction 19 
schedule; 20 

4. A different pipeline contractor would require retesting and requalification to FEI 21 
procedures and standards, including revised pipeline test plans and hydrostatic test 22 
heads; and 23 

5. If the Fraser Gate IP Project is constructed independently of, and prior to, the 24 
Coquitlam Gate IP Project, a temporary bypass would be required. 25 

 26 
The above factors could result in additional Project costs in the range of approximately $2.7 – 27 

$3.2 million. 28 

If the Fraser Gate IP Project could be constructed independently of, and after, the Coquitlam 29 

Gate IP Project, a temporary bypass would not be required.  Please refer to the response to 30 

BCUC IR 1.3.6 for the portion of the total cost attributable to the bypass which would reduce the 31 

additional costs by approximately $1.4 million to an approximate range of $1.3 to $1.8 million. 32 

 33 

 34 

   35 
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3.2 Please provide an analysis of the net costs that would accrue to the ratepayer if 1 

the projects were undertaken separately and the capital costs reduced such that 2 

Fraser Gate IP project was not below the current capital exclusion criteria ($5 3 

million) established for PBR.  4 

  5 

Response: 6 

If the Projects were undertaken separately, dependent on the timing of the Projects as 7 

described in FEI’s response to CEC IR 2.3.1, the capital costs would not be reduced but rather 8 

increased.  The increase in the capital costs of the Fraser Gate IP Project could be in the range 9 

of approximately $1.3 million to $3.2 million.  10 

The following table presents the detail in Table 3-1 Updated Fraser Gate IP Project Financial 11 

Analysis after increasing the capital costs by $1.3 million and $3.2 million. The first row indicates 12 

the increase in the capital cost rather than the AACE Class level. 13 

 Reduced Scope 

Alternative 2 – Route 
Option 1 – East Kent 

Ave South 

Capital Cost Addition (2014 $millions) 1.3 3.2 

Total Direct Capital Cost excl. AFUDC (2014 $millions)  8.678 10.578 

Total Direct Capital Cost excl. AFUDC As-spent ($millions) 10.082 12.289 

AFUDC As spent ($millions) 0.492 0.600 

Total As-spent ($millions) 10.574 12.890 

Annual Gross O&M (2014 $millions) 0.001 0.001 

Levelized Rate Impact $ / GJ – 60 Yr. 0.004 0.005 

PV Incremental Cost of Service – 60 Yr. ($millions) 12.654 15.417 

 14 

 15 

 16 

3.3 Please confirm that FortisBC has applied to the Commission in the FEI/FBC 17 

Capital Exclusion Criteria proceeding that capital exclusions from the PBR 18 

formula should be based solely on a dollar threshold and should be set to a 19 

threshold of $15 million for FEI and $5 million for FBC. 20 

  21 

Response: 22 

Confirmed.  FortisBC proposed in its Capital Exclusion Criteria application that, subject to the 23 

Commission’s approval, commencing with CPCNs applied for in 2016, exceeding the materiality 24 
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threshold of $15 million and $5 million for FEI and FBC respectively should be the only factor for 1 

determining the exclusion of capital projects from the PBR capital formula spending envelope.   2 

 3 

 4 

 5 

3.3.1 If not confirmed, please provide further clarification. 6 

  7 

Response: 8 

Please refer to the response to CEC IR 2.3.3. 9 

 10 

 11 

 12 

3.4 Please provide an analysis of the net costs that would accrue to the ratepayer if 13 

the projects were undertaken separately and the materiality threshold for capital 14 

exclusion criteria raised to $10 million or more such that the Fraser Gate project 15 

was below the capital exclusion criteria.  16 

  17 

Response: 18 

In its Decision accompanying Order G-138-14 regarding FEI’s 2014-2018 Performance Based 19 

Ratemaking Application, the Commission approved FEI’s $5 million CPCN exemption threshold 20 

as applied for until such time as any further determination by the Commission is made 21 

concerning capital exclusion1.  The FEI/FBC Capital Exclusion Criteria proceeding that is 22 

currently underway will define what the appropriate capital exclusion criteria will be in the future 23 

and is not applicable to this Application, which was filed in 2014 under the then approved $5 24 

million capital exemption threshold.  FEI declines to provide the requested hypothetical 25 

information as it is not relevant to the CPCN under consideration.    26 

                                                
1
 Order G-138-14, p. 181. 
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4. Reference: Exhibit B-6, CEC 1.3.2.1 1 

 2 

4.1 If the Commission determined that the Fraser Gate project was to be approved 3 

independently of the Coquitlam Gate project, and the Fraser Gate project fell 4 

below the materiality threshold for capital exclusion due to changes in scope, 5 

cost estimates or other factors such as the ability of the project to be undertaken 6 

without bypass, would FEI defer the Fraser Gate project?  Please explain why or 7 

why not. 8 

  9 

Response: 10 

As the priority of this project is unchanged if it were to be addressed independently of the 11 

Coquitlam Gate project, FEI has not identified any reasons that would either justify or 12 

necessitate deferral of the Fraser Gate IP Project beyond the current planned replacement 13 

timeline.  Please also refer to the response to BCUC IR 2.22.1 which identifies that it is 14 

extremely unlikely that the forecast for the Fraser Gate IP Project costs would be below the $5 15 

million threshold. 16 

 17 

 18 

 19 

4.2 Please describe any regulatory or other issues that would arise if the Fraser Gate 20 

project was deferred until after the capital exclusion threshold for PBR were 21 

determined, and the capital exclusion materiality threshold was raised such that 22 

the project fell below the materiality threshold.   23 

  24 

Response: 25 

Any revisions to the capital exclusion criteria that may result from the FortisBC Capital Exclusion 26 

Criteria proceeding will not be applicable to this Application.  The CPCN threshold of $5 million 27 

was approved and in place when this CPCN Application was filed and as such, it is the $5 28 

million CPCN Capital Exclusion threshold that applies regardless of the outcome of the FortisBC 29 

Capital Exclusion Criteria proceeding.  Similarly, FEI’s Huntingdon Station Bypass CPCN was 30 
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approved under the CPCN threshold that was in place at the time the application was filed, even 1 

though it was not known what threshold would be in place at the time it was constructed.    2 

Further, the capital planning and the timing of capital projects is guided by system sustainment, 3 

growth-related and other operational considerations to ensure that natural gas services are 4 

provided safely, reliably and at the lowest reasonable costs to meet the energy demands of our 5 

customers.  The Fraser Gate IP Project involves the replacement of a segment of the Fraser 6 

Gate IP pipeline identified to be unacceptably vulnerable to seismic activity. 7 

Please also refer to the response to BCUC IR 2.22.1. 8 

  9 
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5. Reference: Exhibit B-6, CEC 1.5.1 and Exhibit B-1-6 page 24 1 

2 

 3 

5.1 Has the revision to the understanding of the earthquake-induced hazards 4 

resulted in any changes to the impact or likelihood of a full bore rupture 5 

occurring?  Please explain and provide quantification of any figures that would be 6 

adjusted as result of the change in requirement or change in scope of the project. 7 

  8 

Response: 9 

D.G. Honegger Consulting provides the following response: 10 
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The revised understanding of the extent of soils susceptible to ground displacement does not 1 

alter the estimates of the likelihood of a seismic event leading to a full bore rupture.  2 
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6. Reference: Exhibit B-1-6 page 3 1 

 2 

6.1 Please provide a line by line comparison of the development costs from the 3 

original application, errata and the new development costs with an explanation 4 

for any changes. 5 

  6 

Response: 7 

The following table provides a line by line comparison of the development costs in the original 8 

application with the evidentiary update, which shows an increase of approximately $486 9 

thousand.  There were no changes to the development costs related to the errata.  10 

 11 
As demonstrated in the table above, the majority of the increase is attributable to external 12 

engineering costs required to complete the revised scope of work for the route alignment for the 13 

Coquitlam Gate IP and the seismic stability for Fraser Gate IP projects.  This includes costs 14 

associated with project design, traffic impact assessments and additional borehole analysis.  15 

Evidentiary 

Update

Original 

Application Difference

1 Development Costs

2 Consultant & Contractor Fees

3 Engineering 1,768$        1,505$         263$             

4 Environmental & Archeological 263              188               75                 

5 Stakeholder Engagement 82                 76                 6                    

6 Property Services 148              148               -                    

7 2,260           1,917           343               

8 FortisBC Internal

9 Project Management 210              182               28                 

10 Engineering 311              263               48                 

11 Stakeholder Engagement 148              81                 67                 

12 670              526               143               

13

14 Total 2,930$        2,443$         486$             
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The additional costs for stakeholder engagement and environmental and archaeological work 1 

are attributable to the Lougheed route evaluation. 2 

Parallel to external engineering costs, internal project management and engineering costs have 3 

also increased to complete the revised scope of work.  This is due to providing direction to the 4 

various consultants and consequently reviewing and approving the work and preparing the 5 

Evidentiary Update.  Internal stakeholder engagement includes conducting a public information 6 

session with respect to the Lougheed Highway route alignment in addition to third party utility 7 

stakeholder reviews and discussions with TransLink and BC Hydro.  8 

 9 

 10 

 11 

6.2 Would the development costs have been lower if FEI had postponed the 12 

application for the CPCN until after it had determined whether or not the 13 

Lougheed route was acceptable? 14 

  15 

Response: 16 

The development costs would not have been lower if FEI had postponed the application for the 17 

CPCN until after it had determined whether or not the Lougheed route was acceptable.  That is, 18 

the development effort to progress the route selection process and determine the Original 19 

Preferred route and New Preferred route would have been the same if FEI had postponed the 20 

CPCN Application until after it had determined whether or not the Lougheed route was 21 

acceptable.   22 

 23 

 24 

 25 

6.2.1 If so, what savings could FEI have achieved by postponing the 26 

application until after it had completed all the analysis? 27 

  28 

Response: 29 

Please refer to the response to CEC IR 2.6.2.  30 
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7. Reference: Exhibit B-6, CEC 1.33.5 1 

 2 

7.1 Please provide any update to these costs based on revised project particulars. 3 

  4 

Response: 5 

There is no change to the forecast incremental O&M as a result of the changes in the 6 

Evidentiary Update from the original application or the Errata to the Application.  7 
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8. Reference: Exhibit B-6, CEC 1.39.2 1 

 2 

8.1 Please confirm that FEI does not currently use in-line inspection tools for 3 

Intermediate Pressure system or pipelines other than transmission pressure 4 

pipeline. 5 

  6 

Response: 7 

Confirmed. 8 

 9 

 10 

 11 

8.1.1 If confirmed, please explain why not. 12 

  13 

Response: 14 

As stated in the response to BCUC IR 1.2.3, in-line inspection was not deemed a viable option 15 

for the existing Coquitlam Gate IP pipeline due to low operating pressures and the expected 16 

presence of inside diameter restrictions.  Further, in response to BCUC IR 2.2.2, FEI has 17 

identified reasons as to why tethered in-line inspection was also not considered as a project 18 

alternative.  19 

FEI confirms that the contributing factors as to why ILI has not been applied to the existing 20 

Coquitlam Gate IP pipeline also apply to other FEI IP pipelines.  As such, FEI does not currently 21 

use ILI for its IP system or pipelines other than transmission pressure pipelines. 22 

 23 

 24 

 25 

8.1.2 If confirmed, please explain why FEI believes it is necessary to design 26 

for the use of in-line inspection tools for this pipeline in this instance and 27 

not for other similar pipelines. 28 

  29 
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Response: 1 

Over the lifespan of the new Coquitlam Gate IP pipeline, FEI expects ILI technology will 2 

maximize asset life by proactively identifying possible mitigation requirements and allow a 3 

longer-term planning horizon than otherwise possible.  Due to the nature and quality of the data 4 

that can be collected, ILI enables more targeted mitigation planning and response than other 5 

currently available methods (e.g. above-ground cathodic protection and coating surveys, 6 

followed by excavations along the length of the pipeline).  This in turn enables asset planning 7 

and risk mitigation decisions with minimal community disruption and optimal life-cycle cost. 8 

As included in the response to BCUC IR 1.14.3, a “full bore” piping design (comprising full bore 9 

valves and sufficiently long-radius bends) is necessary to support the use of commissioning pigs 10 

(cleaning, gauging, caliper, etc.) for pipeline commissioning.  As such, the incremental cost of 11 

supporting in-line inspection activities for this pipeline is for the launcher and receiver.  As 12 

reported in the responses to BCUC IR 1.14.4, this cost is estimated to be $1.9 million (2014$). 13 

In consideration of the benefits and incremental cost, FEI believes that it is appropriate to plan 14 

this particular project with the flexibility to leverage in-line inspection technology.  Consistent 15 

with FEI’s response to CEC IR 2.8.1.3, FEI considers the benefits and incremental cost when 16 

planning for ILI capability on other IP pipelines through case-by-case assessment. Currently, 17 

FEI has no similar end-to-end IP pipeline replacement projects planned. 18 

 19 

 20 

 21 

8.1.3 Will FEI design for all its pipeline replacements in the future for inline 22 

inspection tools? Please explain why or why not. 23 

  24 

Response: 25 

For long lengths of IP pipeline replacement similar to the proposed Coquitlam Gate IP pipeline, 26 

FEI would consider designing such facilities with ILI capability, subject to technical feasibility 27 

and identified benefits to doing so. 28 

However, where short-distance repairs/replacements are performed on existing IP pipelines, 29 

FEI considers cost along with the potential need and feasibility of running ILI tools in its decision 30 

to design for passage of an ILI tool.  In these cases, the primary design considerations for 31 

accommodating ILI tools in the pipeline replacement segments are pipe diameter, wall thickness 32 

transitions and bend radius. 33 

 34 

 35 
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 1 

8.1.4 What is the incremental cost of designing for and using inline inspection 2 

tools in this instance? 3 

  4 

Response: 5 

Please refer to the response to CEC IR 2.8.1.2.  6 
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9. Reference: Exhibit B-6, CEC 1.39.2.2 1 

 2 
9.1 Does the use of inline inspection tools reduce O&M costs? 3 

  4 

Response: 5 

The use of in-line inspection tools does not reduce O&M costs.  However, in addition to 6 

reducing failure risk, ILI generally enables targeted mitigation programs (O&M or Capital) that 7 

enable asset life extension. 8 

 9 

 10 

 11 

9.1.1 If yes, please describe the types of savings and provide an estimate of 12 

the O&M savings that will accrue as a result of the use of inline 13 

inspection tools. 14 

  15 

Response: 16 

Please refer to the response to CEC IR 2.9.1.  17 
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10. Reference: Exhibit B-6, CEC 1.39.2.2 1 

 2 

10.1 Is it expected that there will be increases in the availability of and/or reductions in 3 

price of inline inspection tools that are currently on the market such that the use 4 

of inline inspection tools will be more commonplace in pipelines that operate at 5 

2070 kPa? 6 

  7 

Response: 8 

FEI anticipates that the demand for and use of ILI tools will continue to increase but is unable to 9 

determine if this will result in an increase or decrease in the price and availability of in-line 10 

inspection tools in the long term.  FEI’s recent experience with established ILI service providers 11 

is that increasing demand may result in price increases and/or negatively impact the availability 12 

of ILI tools over the near term. 13 

With respect to ILI tools suitable for pipelines that operate at 2070 kPa potentially becoming 14 

more commonplace, FEI believes there is a strong possibility that this will occur over time.  This 15 

is based on FEI’s observations of technology advancement and recent commercialization efforts 16 

related to low-pressure/low-flow and self-propelled (robotic) ILI tools.  17 
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11. Reference: Exhibit B-6, CEC 1.45.4  And Exhibit B-1-6 page 20 1 

 2 

 3 

11.1 Please confirm that the new route for the new pipeline has little to no bearing on 4 

the viability of removing the original pipeline after decommissioning. 5 

  6 

Response: 7 

Confirmed. The new preferred pipeline route in route corridor Sections 5 and 6 has little to no 8 

bearing on the viability of removing the original pipeline after decommissioning.  9 

 10 

 11 

 12 

11.1.1 If not confirmed, please discuss any factors influencing the viability of 13 

removing the original pipeline with the new route selection. 14 

  15 

Response: 16 

Please refer to the response to CEC IR 2.11.1.  17 
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12. Reference: Exhibit B-6, CEC 1.45.7 and 1.45.10  1 

 2 

 3 

 4 

12.1 Is it possible to continue cathodic protection after the abandoned pipeline is 5 

sectioned and the decommissioning process is in place? 6 

  7 

Response: 8 

It is technically possible to continue cathodic protection after the abandoned pipeline is 9 

sectioned. However, it is not considered feasible to utilize the existing impressed current 10 

cathodic protection system for this purpose as it would negatively impact the ability of the CP 11 

system to adequately protect the new NPS 30 IP pipeline.  Negative impacts would include 12 

inadequate CP system capacity to protect both pipelines, expected increased CP system 13 

downtime for the new pipeline due to issues impacting the CP system that will inevitably arise 14 

on both pipelines, and increased maintenance. 15 

In order to continue cathodic protection of the sectioned and abandoned NPS 20 IP pipeline, it 16 

would have to be made electrically contiguous using bonding cables to ensure electrical 17 
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continuity through the pipe sections, and a dedicated CP system installed. Failure of one of 1 

these bonding cables would result in an increased potential for stray electrical currents from the 2 

CP system causing accelerated corrosion on the abandoned pipeline and potentially other 3 

nearby metallic utilities (including the new NPS 30 IP pipeline, where installed in close 4 

proximity).  In addition, the continuance of cathodic protection in any form would require ongoing 5 

maintenance and inspection. 6 

As FEI has not identified further use for the pipeline, the cost associated with continuing 7 

cathodic protection of the abandoned pipeline would have no worthwhile benefit.  Therefore, FEI 8 

has concluded that all maintenance activities, including cathodic protection, for the abandoned 9 

pipeline will be discontinued following abandonment as described in the Application. 10 

Costs to install a dedicated CP system for the abandoned pipeline could exceed $200 thousand, 11 

depending on detailed abandonment strategy (i.e. number of pipeline sections and installation of 12 

monitoring points at each bond wire) and property costs associated with buried anode 13 

installations.  Cost to repair failures of underground bonding cables connecting abandoned pipe 14 

segments would be expected to cost approximately $10 thousand per occurrence.  It is 15 

estimated that annual operation and maintenance costs for cathodic protection of the 16 

abandoned pipeline could be expected to exceed $30 thousand per year.  17 

 18 

 19 

 20 

12.1.1 If yes, what would be the negative impacts of continuing cathodic 21 

protection?  Please discuss and provide any quantitative assessments 22 

of costs that could accrue. 23 

  24 

Response: 25 

Please refer to the response to CEC IR 2.12.1.  26 
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13. Reference: Exhibit B-1-6, page 19 1 

 2 

13.1 Does the additional study of soil conditions and seismic analysis or other new 3 

information revise the vulnerability or riskiness of the Fraser Gate site, either 4 

independently or relative to other site (sites) requiring seismic upgrading or other 5 

work on the FEI system?   Please explain why or why not. 6 

  7 

Response: 8 

D.G. Honegger Consulting provides the following response: 9 

The revised understanding of the extent of soils susceptible to ground displacement does not 10 

alter the estimates of the likelihood of a seismic event leading to a full bore rupture.  This 11 

conclusion is based upon the fact that the location of greatest pipeline vulnerability is at the 12 

margins of the potential ground displacement zone.  While the margin of a potential ground 13 

failure has moved approximately 45 metres to the east, the potential for failure at the new 14 

margin is unchanged. 15 

FEI further adds the following comment: 16 

Based on the above, the additional study does not revise the assessment of the vulnerability or 17 

riskiness of the Fraser Gate site.  Due to the number of customers impacted by a failure of the 18 

Fraser Gate IP pipeline and the nearby residences, the Fraser Gate IP pipeline remains a 19 

priority for seismic upgrading. 20 

 21 

 22 



FortisBC Energy Inc. (FEI or the Company) 

Application for a Certificate of Public Convenience and Necessity (CPCN) for Approval 
of the Lower Mainland Intermediate Pressure (IP) System Upgrade (LMIPSU) Projects 

(the Application) 

Submission Date: 

June 18, 2015 

Response to Commercial Energy Consumers Association of British Columbia (CEC)  

Information Request (IR) No. 2 
Page 23 

 

 1 

13.1.1 If yes, please provide a discussion of how the new information changes 2 

the expected risks from the Fraser Gate site. 3 

  4 

Response: 5 

Please refer to the response to CEC IR 2.13.1.  6 
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14. Reference: Exhibit B-6, CEC 1.52.4 and 1.52.5 and 1.54.1 1 

2 

 3 

 4 

 5 

14.1 Please identify the relative vulnerability of the Fraser Gate IP site and discuss 6 

whether or not the relative vulnerability has changed due to FEI’s recent revised 7 

assessments.  8 

  9 

Response: 10 

Please refer to the response to CEC IR 2.13.1.  As the vulnerability has not changed, the 11 

relative vulnerability also remains unchanged. 12 
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 1 

 2 

 3 

14.2 If the pipeline was to be addressed independently of the Coquitlam Gate project, 4 

would there be other areas of greater priority than the Fraser Gate project? 5 

  6 

Response: 7 

No, the priority of the Fraser Gate IP project is unchanged if it were to be addressed 8 

independently of the Coquitlam Gate IP project. 9 

 10 

 11 

 12 

14.2.1 If yes,  please provide a list of the other projects that would be 13 

considered of higher priority than the Fraser Gate project and provide 14 

the probabilities of failure and the estimated consequences of failure of 15 

each and the proposed timing for dealing with those. 16 

  17 

Response: 18 

Please refer to the response to CEC IR 2.14.2.  19 
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15. Reference: Exhibit B-6, CEC 1.70.4 1 

 2 

15.1 Would an appropriate mechanistic model likely exhibit the anomaly referenced in 3 

the original question? 4 

  5 

Response: 6 

Dynamic Risk Assessment Systems, Inc. provides the following response: 7 

The incidence and rate of external corrosion on a pipeline is a function of multiple interacting 8 

variables, many of which cannot be known with a great deal of certainty along the length of a 9 

pipeline.  These variables include coating condition, local ground chemistry, local soil stress, the 10 

presence of localized anodic zones within the steel microstructure, local soil resistivity over time, 11 

local variations in ground water table over time, presence of localized aeration cells over time, 12 

localized presence and effect of ground microbial activity, etc.  There is no known mechanistic 13 

model that can assimilate all these variables along the length of a pipeline to predict the kinetics 14 

of corrosion reactions and accurately predict the occurrence of failures.   15 

As described in Exhibit B-1-1, Appendix A-1, the reliability model that was employed uses a 16 

statistical approach that utilizes excavation data that serves to provide an observational basis as 17 

to how corrosion is manifesting itself along the pipeline in terms of corrosion feature incidence 18 

rate, corrosion size distributions, and corrosion rate distributions.  The reliability analysis then 19 

employs these data to model how the pipeline materials and design respond to the degradation 20 

processes observed, and to establish an understanding of how structural reliability changes 21 

over time through the use of limit state models.  The failure rates predicted using this approach 22 

are provided in Table 1, Exhibit B-1-1, Appendix A-1.   23 

Any discussion on the underlying mechanistic reasons behind trends of failure rate over time 24 

would constitute speculation, however we would not characterize the trend presented in Table 25 
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1, Exhibit B-1-1, Appendix A-1 as an ‘anomaly’ (as cited in the question).  As provided in the 1 

response to CEC IR 1.70.1, the predicted leak rate over time can best and most simply be 2 

described as curvilinear, with a slope that increases with time.  3 
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16. Reference: Exhibit B-6, CEC 1.76.1 1 

 2 

16.1 In the absence of BCUC approval, or deferral of either project, will the O&M 3 

expense be incurred under the PBR formula or would FEI account for the 4 

expense in another manner?  Please explain. 5 

  6 

Response: 7 

If the CPCN was not granted, there would be no incremental O&M and no impact on the PBR 8 

formula associated with the Projects.  If the Commission was to approve the CPCN but the 9 

timing of the projects was delayed, the timing of the project related O&M would also be delayed, 10 

and the delay of the project O&M would have no impact on the PBR formula. 11 

However, in either case, and as described in the Application, incremental leak survey and repair 12 

costs are expected to be incurred if the Coquitlam Gate IP Project does not proceed as 13 

expected.  To the extent that these costs do not qualify for exogenous factor treatment and 14 

could not be accommodated within the formula amount each year of the PBR, they would affect 15 

the earnings sharing mechanism.   16 
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17. Reference: Exhibit B-6, CEC 1.79.2  1 

 2 

17.1 Please confirm that these forecasts for CPI do not explicitly assume a 3 

recessionary period in the timeframe over which the forecasts apply.  4 

  5 

Response: 6 

The forecast for CPI is from third party sources and FEI does not know if they explicitly assume 7 

a recessionary period.  8 
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18. Reference: Exhibit B-1-6, page 25, Exhibit B-6, CEC 1.94.1 1 

2 

 3 

18.1 Please provide the impact to commercial rate classes based on the revised 4 

project particulars in Table 4-1 of the Evidentiary Update.   5 
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  1 

Response: 2 

Based on the approved natural gas commodity and common delivery rates effective January 1, 3 

2015, the approximate annual bill impact for small commercial customers is estimated to be 4 

approximately 1.4% and 0.0% from the Coquitlam Gate IP Project and the Fraser Gate IP 5 

Project respectively.  For large commercial sales customers the approximate annual bill impact 6 

is estimated to be approximately 1.6% and 0.1% from the Coquitlam Gate IP Project and the 7 

Fraser Gate IP Project respectively.  Due to their individual natural gas commodity 8 

arrangements, FEI cannot provide a comparable estimated annual bill impact for Transportation 9 

customers; however, it is reasonable to expect that these customers would have an annual bill 10 

impact similar to large commercial sales customers.  11 

For the sum of the results together from the Coquitlam Gate IP Project and the Fraser Gate IP 12 

Project based on approved natural gas commodity and common delivery rates effective January 13 

1, 2015, the approximate annual bill impact for small commercial customers is forecast to be 14 

approximately 1.4% and for large commercial sales customers to be approximately 1.6%.  15 
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19. Reference: Exhibit B-4 BCUC 1.1.9 and 1.24.1 and Exhibit 1-5, FEI PBR 1 

Evidentiary Update page 3 and FEI PBR Evidentiary Update 2 

Attachment 5 page 4 3 

 4 

5 

6 

 7 
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1 

 2 

19.1 Please provide further explanation as to how the cited evidence illustrates that 3 

the 2013 O&M PBR base specifically excluded all the Incremental O&M costs 4 

that occurred in 2013 as a result of the coating disbondment issue on the pipeline 5 

in question.  6 

  7 
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Response: 1 

The 2013 O&M Base was determined as the 2013 Approved O&M less net sustainable savings, 2 

which for some departments, was a net cost. 3 

In Exhibit B-1 of the PBR proceeding, Table C3-2 showed the reconciliation of the Operations 4 

department O&M for the 2013 O&M base.  Specifically, FEI started with the 2013 Approved 5 

O&M, adjusted for net sustainable costs of $320 thousand2, and then made other accounting 6 

adjustments that resulted in the 2013 Base. 7 

The 2013 Approved, which was forecast in early 2011, was based on a three year average of 8 

actual costs incurred in 2008, 2009, and 2010 and therefore did not include any 2011 or 2012 9 

actual costs.  The Coquitlam Gate IP 2010 costs of $74 thousand included in the table provided 10 

in the response to BCUC IR 1.1.9 were known at the time.  As such, there would have been 11 

approximately $25 thousand of Coquitlam Gate IP leak repair costs embedded in the 2013 12 

Approved (one-third of the $74 thousand).  13 

The $320 thousand increase to the Approved was discussed on pages 138 to 140 of Exhibit B-14 

1, and none of the explanations for the increase were related to the Coquitlam Gate IP pipeline. 15 

In Exhibit B-1-5, FEI submitted an Evidentiary Update, which further increased the Operations 16 

department net sustainable costs by $220 thousand.  The explanation provided is as set out in 17 

the preamble to this question – the $220 thousand was for higher levels of vegetation 18 

management activities, and was not for the Coquitlam Gate IP pipeline. 19 

Taken together, it is clear from the evidence cited above that although the 2013 Approved O&M 20 

would have been $25 thousand lower without the Coquitlam IP leak repair costs, there were no 21 

further incremental costs included in either the original $320 thousand net sustainable cost or 22 

the further $220 thousand increase to the net sustainable cost used in determining the 2013 23 

O&M Base.   24 

As stated in the response to BCUC IR 1.24.1, the 2013 Base did not consider the higher leak 25 

repair or survey costs experienced in 2013 or higher costs in the future that would likely be 26 

incurred with respect to the NPS20 Coquitlam Gate IP pipeline in the absence of this Project.  27 

However, there was an implicit consideration of the $25 thousand of costs that were embedded 28 

in developing the 2013 Approved.  FEI acknowledges that under the terms of the PBR plan, the 29 

Commission could consider whether an adjustment to the formula O&M is required as a result of 30 

a CPCN.  In this case, since the avoided leak repair costs would not be realized until at least 31 

2018, and FEI has forecast additional O&M associated with this CPCN of $26 thousand in 2018 32 

and $53 thousand in 2019 for which it has not proposed an increase to the base O&M, FEI has 33 

                                                
2
  As updated in Table C3-2 provided in the preamble to be $540 thousand (the original $320 thousand 

from Exhibit B-1 plus the further $220 thousand discussed below from Exhibit B-1-5) 
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likewise not proposed a reduction of the Base O&M for the embedded $25 thousand in avoided 1 

leak repair costs.  2 

No adjustment to the PBR O&M Base is required as a result of this CPCN application. 3 

  4 

 5 

  6 

19.2 Please elaborate on whether or not the history of leak repairs occurring in 2012, 7 

2011, 2010 and earlier, and the associated costs would have effectively been 8 

embedded as a part of the 2013 Approved in the 2012-2013 RRA due to analysis 9 

based on variance, or if all the incremental costs were explicitly excluded in each 10 

year such that only a normal level was incorporated in the 2012-2013 RRA and 11 

therefore incorporated into the PBR base. 12 

  13 

Response: 14 

Please refer to the response to CEC IR 2.19.1. 15 

 16 

 17 

 18 

19.3 What is the process under PBR when a CPCN results in O&M savings that were 19 

effectively included in the O&M base? 20 

  21 

Response: 22 

As stated on page 182 of the PBR Decision: 23 

“The Panel recommends that, if capital associated with a particular CPCN is excluded from the 24 

formula, the CPCN review of that project should include an assessment by the Commission of 25 

any potential impact of the project on O&M.  If appropriate, an adjustment to the formula based 26 

O&M spending envelope should then be made.” 27 

 28 

 29 

 30 

19.4 Please provide FEI’s views as to whether or not the Commission would likely 31 

have considered all the actual O&M expenditures including the cost of leak 32 
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repairs for a period of at least five years in determining the suitability of the 2013 1 

Approved for the PBR base. 2 

  3 

Response: 4 

There is an extensive record in the PBR proceeding on the establishment of the 2013 base for 5 

the 2014-2019 PBR, based upon which the Commission has made a decision.  FEI declines to 6 

speculate, as the decision speaks for itself.   7 

 8 

 9 

 10 

19.5 Please confirm or otherwise clarify that of the incremental costs of $1.249646 11 

million incurred as a result of the disbonding in 2013 only $508 thousand ($728 12 

thousand less $220 thousand for increased vegetation in the future) would 13 

appear to have been excluded from the 2013 Approved based on the evidentiary 14 

update and approved for use in PBR by Order G-138-14. 15 

  16 

Response: 17 

Not confirmed.  The $1.25 million identified in the response to BCUC IR 1.1.1.9 was the 18 

incremental cost for coating disbondment on the NPS 20 pipeline in 2013.  Please refer to the 19 

response to CEC IR 2.19.1 for a discussion of what was included in the 2013 Base. 20 

 21 

 22 

 23 

19.6 Please confirm that the $508 thousand in 2013 Actual expenditures above the 24 

2013 Approved that were not accounted for by increased vegetation 25 

management would have been attributable to expenses across the entire FEI 26 

system and were not identified as being directly related to the project presently 27 

under consideration. 28 

  29 

Response: 30 

It is accurate that the total variance between actual and approved 2013 costs would have been 31 

attributable to expenses and savings across the entire FEI system.  Please also refer to the 32 

response to CEC IRs 2.19.1 and 2.19.5.   33 

 34 

 35 
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 1 

19.6.1 If not confirmed, please explain why not. 2 

  3 

Response: 4 

Please refer to the response to CEC IR 2.19.6. 5 

 6 

 7 

 8 

19.7 Please confirm or provide evidence to the contrary, that in establishing the PBR 9 

base (using 2013 Approved) there was no explicit analysis removing all the 10 

incremental O&M costs ($1.249646 million)experienced due to increased work 11 

related to the disbonding from the Actual experienced with any adjustment to the 12 

2013 Approved. 13 

  14 

Response: 15 

Please refer to the response to CEC IR 2.19.1. 16 

 17 

 18 

 19 

19.8 Is it FEI’s position that none of the $1.249646 million in incremental O&M costs 20 

would have been effectively included in the PBR base using the 2013 Approved?  21 

Please provide a rationale. 22 

  23 

Response: 24 

Please refer to the response to CEC IR 2.19.1.  25 

 26 

 27 

 28 

19.9 Please discuss whether or not it would be reasonable to consider that of the 29 

$1.249646 in incremental O&M spending effectively 30 

  31 

Response: 32 

FEI has not provided a response as the question was withdrawn at the request of CEC.  33 



FortisBC Energy Inc. (FEI or the Company) 

Application for a Certificate of Public Convenience and Necessity (CPCN) for Approval 
of the Lower Mainland Intermediate Pressure (IP) System Upgrade (LMIPSU) Projects 

(the Application) 

Submission Date: 

June 18, 2015 

Response to Commercial Energy Consumers Association of British Columbia (CEC)  

Information Request (IR) No. 2 
Page 38 

 

20. Reference: Exhibit B-4, BCUC 1.24.1 1 

 2 

20.1 Did FEI raise the issue of the potential of the increasing leak repair costs related 3 

to the coating disbondment at the time of the PBR being negatively impacted by 4 

the O&M formula which would only be escalated by the formula at the time of the 5 

PBR? 6 

  7 

Response: 8 

Potential increased leak repair costs related to this specific coating disbondment issue were not 9 

identified as an issue that needed to be addressed as part of the O&M Base in the 2014-2018 10 

PBR Application process.   11 

The extent of the leak repairs was not known at the time of the June 2013 Application as six of 12 

the major leaks in 2013 occurred in the last half of the year.  Further, the Dynamic Risk 13 

Quantitative Reliability Assessment that projected a significant and increasing leak frequency for 14 

the pipeline, included as Appendix A-1 of the Application, was not finalized until July 4, 2014. 15 

Although FEI was aware of the increased leak repair costs that occurred in 2013 at the time of 16 

the Evidentiary Update which was filed in February of 2014, the base was not adjusted as FEI 17 

had initiated its preparation of a CPCN to address the integrity concerns associated with the 18 

existing NPS 20 Coquitlam Gate IP pipeline. 19 

 20 

 21 

  22 

20.1.1 If yes, please provide the appropriate references. 23 

  24 
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Response: 1 

Please refer to the preamble to CEC IR 2.19.1 which contains an excerpt from page 3 of FEI’s 2 

Evidentiary Update in the PBR proceeding, where FEI stated that “the additional O&M in the 3 

Operations department in 2013 was primarily due to higher activity levels for leak repairs […]”. 4 

As discussed in the response to that same IR, although FEI referenced the higher leak repairs 5 

that had occurred in 2013 in its Evidentiary Update, the 2013 O&M Base was not increased for 6 

these higher costs. 7 

 8 

 9 

20.1.2 If not, please explain why not. 10 

  11 

Response: 12 

Please refer to the response to CEC IR 2.20.1.  13 
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21. Reference: Exhibit B-1-8 Appendix E-4,  page 2 1 

 2 

21.1 Please provide the original and revised allowance for contractors overhead and 3 

mark-up. 4 

  5 

Response: 6 

This response addresses CEC IRs 2.21.1, 2.21.2, 2.21.3, and 2.21.3.1. 7 

The original Alternative 4 (NPS 24 at 2070 kPa) AACE Class 4 cost estimate included with the 8 

Application had no allowance for contractors overhead and mark-up included in the estimate.  9 

This was an oversight during development of the original AACE Class 4 estimate and was 10 

corrected with the revised AACE Class 4 estimate submitted as part of the Evidentiary Update.  11 

The revised AACE Class 4 estimate for Alternative 4 includes an allowance of approximately $7 12 

million for contractors overhead and mark-up. 13 

Please note that in the response to BCUC IR 2.15.1, FEI has updated the AACE Class 4 14 

estimate for Alternative 4 included in the Evidentiary Update with an AACE Class 3 estimate; 15 

variances between the new Class 3 estimate and the Class 4 estimate are also explained in that 16 

response.  The financial and operational risk comparison of Alternative 4 (NPS 24 at 2070 kPa) 17 

and Alternative 6 (NPS 30 at 2070 kPa) has also been updated using the Alternative 4 AACE 18 

Class 3 estimate and is presented in BCUC IR 2.15.2. 19 

 20 

 21 

 22 

21.2 Please discuss what situation occurred that resulted in the original cost estimate 23 

being too low. 24 

  25 

Response: 26 

Please refer to the response to CEC IR 2.21.1. 27 

 28 

 29 
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 1 

21.3 Does FEI anticipate that there could be further changes to any cost estimates 2 

beyond that which would be anticipated from a class 4 Cost Estimate?  Please 3 

explain. 4 

  5 

Response: 6 

Please refer to the response to CEC IR 2.21.1.  7 

 8 

 9 

 10 

21.3.1 If so, please identify all those cost areas which are subject to potential 11 

changes and explain why. 12 

  13 

Response: 14 

Please refer to the response to CEC IR 2.21.1.  15 
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22. Reference: Exhibit B-1-8 page 10 1 

 2 

22.1 For how long would businesses expect access disruption? 3 

  4 

Response: 5 

The length of time that businesses can expect to be disturbed will vary depending on a number 6 

of factors, such as: 7 

1. Whether or not pipeline construction is in an area congested with other 8 
underground utilities which would result in slower construction; 9 

2. Whether or not the pipeline construction is immediately adjacent to the business 10 
accesses; and 11 

3. Whether or not the nature of the business allows for service vehicles to travel 12 
across metal road plates. 13 

 14 
The sequence of construction associated with the Coquitlam Gate IP pipeline will include: 1) 15 

locate existing buried utilities and cut pavement, 2) excavate trench, 3) install pipe and tie-in, 16 

and 4) backfill trench and repave.  Steps 2, 3 and 4 will involve the core pipeline construction 17 

activities which would potentially impact the business access during execution where the 18 

pipeline is located in the adjacent roadway to the business access.  Typically, in built up urban 19 

locations, where there are multiple adjacent businesses, there would also be a higher density of 20 

buried utilities.  Therefore, the length of pipeline trench excavated would be shorter to facilitate 21 

installation of the pipeline while avoiding the buried utilities.  The shorter length of open trench 22 

would result in a lower number of business accesses impacted at any one time.  It is estimated 23 
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that businesses can expect to be disturbed between 3 days and 5 days. In some cases the 1 

impacts could be longer depending upon the construction complexities and challenges. 2 

 3 

 4 

 5 

22.2 What options exist for business owners to manage the disruptions during 6 

construction?  Please discuss and confirm that such options will be presented to 7 

business owners during consultation. 8 

  9 

Response: 10 

Engagement with business owners is underway and ongoing, with the purpose of learning the 11 

nature of their business and access requirements for both customers and pick-up/delivery of 12 

commercial goods.  As FEI moves toward detailed design of the Project, the impact to access 13 

and egress that businesses and commercial operations rely on will become more apparent; i.e. 14 

FEI will be able to communicate more information with respect to the exact location of the 15 

installation, how long the pipeline will take to construct near the business, and other 16 

construction impacts.  An ongoing dialogue with businesses will be necessary to address 17 

specific concerns and mitigate these various disruptions where possible.  This will also give 18 

businesses the opportunity to mitigate impacts on their own by scheduling the pick-up / delivery 19 

of commercial goods at times that will coordinate both with Project construction as well as their 20 

own business requirements.   21 

Also, FEI will work with some businesses to place temporary signage to highlight pedestrian 22 

access and temporary parking options.  The Company will communicate with the pipeline 23 

contractor and work closely with both the contractor and affected businesses to ensure 24 

agreements and understandings related to business access are fulfilled.  FEI Community 25 

Relations representatives will be available to business owners/operators throughout the entire 26 

construction period and afterwards.  27 
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23. Reference: Exhibit B-1-8 page 18 and Appendix E-4 page 2, and Exhibit B-1-6 1 

page 40 2 

 3 
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 1 

 2 

23.1 Please provide further clarification of the 109% relative cost of the originally 3 

preferred option indicated in Table 1-2, versus the PV Incremental cost of service 4 

figures identified in Tables 2 and 8-1.   5 

  6 
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Response: 1 

The referenced 109% (Table 1-2) is the relative pipeline construction cost (pipeline direct and 2 

indirect construction costs and materials costs) comparison between the Originally Preferred 3 

Route and Lougheed Highway Option A for route corridor Section 6 (Springer Ave. and 4 

Boundary Road). This cost comparison only compares route option construction costs in a 5 

portion of the overall pipeline route; it does not represent the relative cost comparison of the 6 

entire Coquitlam Gate IP Pipeline project. 7 

The “PV Incremental Cost of Service – 60 Yr. ($millions)” is the sum of the present value for 60 8 

years of the incremental cost of service, this can be seen in Confidential Appendix E-1-1, 9 

Schedule 10, Line 22 (the value in this schedule is in $000’s and is divided by 1,000 to be 10 

expressed in $millions). The cost of service is the total incremental cost of capital and operating 11 

costs that FEI customers would be paying over the 60 year period and is discounted at FEI’s 12 

after tax WACC of 6.14%. 13 


	FEI LMIPSU CPCN - CEC IR2 Response Cover Letter
	FEI LMIPSU CPCN - CEC IR2 Response

