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A. COMMISSION CONCERNS

1.0 Reference: MAINS EXTENSION TEST

Exhibit B-1, Section 2.2.1, p. 17;

Decision for 2007 System Extension and Customer Connection
Policies Review, p. 19;

Exhibit A2-1, Ontario Energy Board’s E.B.O. 188 — Final Report of
the Board, Para. 2.1.5,p. 8

Purpose of the main extension test

On page 19 of the decision for the 2007 System Extension and Customer Connection
Policies Review, the Panel stated: “the primary purpose of extension and connection
policies is to promote fair and equitable treatment of customers and, more specifically, to
ensure that existing customers are not adversely affected by the addition of a new
customer or customers.”

On page 17 of the Application, FortisBC Energy Inc. (FEI) states:

11

Response:

If the results of the Test do not meet the approved Pl threshold, a financial
contribution is required from a customer. ...if an individual Pl is 0.8 or greater, a
system extension can proceed without the need for a customer contribution. If
the PI is less than 0.8, a customer contribution is required to bring the Pl up to
the 0.8 threshold in order for the system extension to proceed. In aggregate, the
portfolio of main extensions completed on an annual basis is to have a PI of 1.1.

Please confirm, or explain otherwise, that the quote from the 2007 System
Extension and Customer Connection Policies Review decision coupled with the
Profitability Index (PI) targets indicate that the purpose of the main extension test
is to ensure that on an annual basis, the forecast revenues of all the executed
system extensions would exceed the costs and result in no negative impact to
existing ratepayer costs.

The reference to “all” is ambiguous, as to whether it is addressing the extensions in aggregate
or each individual main extension separately. It is necessary to distinguish between individual
main extensions and the extensions in aggregate. As discussed in the preamble, the purpose
of the Test is to ensure the interests of new and existing customers are fairly and equitably
balanced. Specifically, at a portfolio level, the purpose of the MX Test is to provide a practical
tool to ensure that the forecast revenues of all contemplated system extensions are equal to, or
exceed the forecast costs on an annual basis. At an individual main extension level, the
forecast revenues could be less than the forecast costs since the individual PI threshold is 0.8.
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1 The use of the term “executed” in the information request is inaccurate since the MX Test is to

2 Dbe used ex ante to the execution of contemplated system extension. The MX Test was never

3 intended to be used as an ex post tool to annually re-assess whether the forecast revenue for

4  executed main extensions actually exceeds the costs, nor assess the actual impact to existing

5 rate payers.

6

7

8

9 111 Please confirm, or otherwise explain, that the implications of actual
10 revenues being lower than forecasted revenues underscore the
11 importance of forecast accuracy in the effective functioning of the mains
12 extension test Pl formula.
13
14  Response:
15 FEIl confirms that inaccurate forecasts have the potential to reduce the anticipated benefits to
16  existing customers, or (other things being equal) to unfavourably impact rates. Note however,
17 actual revenues over a five year period for example, represent only a small part of overall
18 revenues received as a result of the installation of a main extension. As mains last over 60
19 years, a PI calculated after five years does not indicate whether a main has turned out to be
20  cost effective. Revenues will continue throughout the life of the main.
21  Further, the Company has demonstrated that between 2008 and 2014 existing customers have
22 not been adversely affected by the addition of new customers as informed by the Rate Impact
23 analysis. FEI also believes that its forecasting practices continue to be appropriate and have
24  contributed to the effective functioning of the MX Test.
25
26
27
28
29 On page 8 of E.B.O. 188, the Ontario Energy Board stated: “The Board recognizes that
30 subsidization can be measured at both the project and portfolio level. An overall rolling
31 portfolio P.I. of 1.0 means that existing customers will not suffer a rate increase over the
32 long term as a result of distribution system expansion. The Board is therefore of the view
33 that an overall portfolio P.I. of 1.0 or better (emphasis added) is in the public interest.”
34 1.2 For the annual portfolio of extensions, please explain the implication to existing
35 ratepayers if the ratio of the Net Present Value (NPV) of the actual revenues to
36 the NPV of actual costs turns out to be 0.7, after being forecasted to be 1.1.

37
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1 Response:
2 Itis reasonable to assume that if the actual incremental revenues collected from new customers
3 are lower than the costs to serve them (in other words, a scenario where the Pl was less than
4  1.0), there would likely be upward pressure on existing customer rates, all else equal. The
5 opposite would hold true if the revenue was determined to be greater than the costs. The
6 theory related to system extension policy reviewed by EES in the Application is built on this
7  basic premise.
8 However, in order to properly answer the information request, there must be a common
9 acceptance of the methodology used to assess the “implication to existing ratepayers.” As
10 discussed in the Application', FEI believes that there is a fundamental misunderstanding in how
11 to evaluate the actual performance of system extensions and, consequently, the implications to
12  existing customers.
13 The MX Test is a tool that should be used to determine the forecast PI values ex ante in order to
14  determine whether or not the customer needs to provide a contribution. In the example
15 provided in the information request, the MX Test would be appropriate to determine whether the
16  forecast Pl equals 1.1. The Company believes that the MX Test has worked well in this regard
17  for many years and will continue to do so with the updates proposed in the Application.
18 The MX Test is not an appropriate tool to determine whether the actual Pl was indeed 0.7. The
19 MX Test was never intended to be used ex post to determine actual PIl. The Commission’s
20  methodology to determine an actual Pl does not result in an actual Pl at all; it merely results in a
21 re-forecast PI>. Further, the methodology used to re-forecast the PI includes a number of
22 incorrect assumptions that distort the results.
23  The OEB recognizes the need for consistency in methodology as seen in the following excerpt
24 taken from the filing referenced in the preamble:
25 The Board also expects the utilities to develop proposals on the appropriate method to
26 use to monitor the variation between forecast and actual profitability of their distribution
27 system expansion portfolios.®
28
29 In other words, at the time the OEB published the comments, it was inviting proposals to help
30 inform the issue. In absence of an appropriate methodology, the question posed in the
31 information request cannot be properly answered.
32 In the Application, FEI has put forward a proposal to adopt a new method to report on its MX
33 Test and to assess the impact on customers. Specifically, it has proposed to annually report to

! Refer to section 5.
2BCUC IR 1.7.2.
% Section 6.1.4, page 27.
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1 the Commission on the forecast portfolio Pl using the accepted MX Test methodology.* The
2  Company has also proposed to conduct the Rate Impact analysis which, as will be discussed in
3 the response to BCUC IR 2.2.1, takes a simple revenue to cost ratio analysis several steps
4  further to determine the short term impact to existing and new customers. The Rate Impact
5 methodology benefits from the use of actual data to assess performance versus the current re-
6 forecasting methodology. Despite the merits of the Rate Impact analysis and FEI's proposal to
7 adopt the methodology, the only way to truly assess the impact on customers would be examine
8 the actual revenues and costs over the life of the main.
9
10
11
12 1.2.1 Would this introduce subsidization of FEI system extensions by existing
13 customers?
14
15 Response:
16  As discussed in the previous information request, if the test is being conducted before the fact,
17 then a Pl less than 1.0 would indicate a forecast (not an actual) unfavourable impact on rates in
18 the absence of a CIAC. However, a Pl of less than 1.0 based on an after the fact evaluation of
19 an extension based on the Commission’s current reporting approach would not suggest
20 subsidization or a lack thereof. The approach is not suited to yielding a conclusion in that
21 regard. Please refer to the response to BCUC IR 2.1.2.
22 The Rate Impact analysis could also be considered a more detailed form of an actual Pl
23  calculation, similar to the OEB’s approach. Specifically, between 2008 and 2014, the Rate
24  Impact analysis is determining the rate impact of adding $47.7 million® in revenue and $38.3
25  million in costs® associated with system extensions. A simpler way of presenting the same data
26  would be to say FEI's “actual PI” has been 1.25 where actual Pl is defined as the ratio of actual
27  revenue to actual costs (i.e. $47.7 million divided by $38.3 million). The Company’s approach
28 takes this simple PI calculation several steps further by showing how an actual Pl of 1.25
29 reduces rates for existing customers. The Company has proposed adding the periodic Rate
30 Impact information in response to the Commission’s concerns identified in L-34-14 and L-44-14
31  which suggested that existing customers may have been harmed from system extensions.
32
33
34

Refer to BCUC IR 2.27.14 for detail on the forecast PI methodology.

Line g, third column ($11,454, 018) multiplied by line r, first column ($4.16) of Rate Impact analysis,
Appendix A, p. 27

Line m, third column ($38,224, 268) of the Rate Impact analysis, Appendix A, p.27.
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1 1.3 Please confirm, or explain otherwise, that a target minimum Pl of 0.8 for each
2 individual main extension means that the NPV of the revenues associated with
3 that extension should cover at least 80 percent of the NPV of the costs
4 associated with the same extension.
5
6 Response:
7  The 0.8 target PI represents that, within the confines of the MX Test, revenues are expected to
8 reach 80% of costs over a five year period based on reasonable inputs and forecasts. It does
9 not however mean that actual revenues will be 80% as the test is an ex ante test and not
10 designed to determine ex post the actual revenues or costs.
11
12
13
14 1.4 For an individual extension, please explain the implication to existing ratepayers
15 if the ratio of the NPV of the actual revenues to the NPV of actual costs turns out
16 to be 0.5, after being forecasted to be 0.8. In this scenario no CIAC would have
17 been paid since the forecast yielded an individual Pl of 0.8. Would this introduce
18 subsidization of an FEI system extension by existing customers?
19

20 Response:

21  No conclusion can be drawn in this regard. Please refer to the response to BCUC IR 2.1.2.

22

23

24

25 1.4.1 Please confirm, or otherwise explain, that in the scenario described in
26 the previous question, there would be no way to obtain a CIAC from the
27 developer after discovering that actual revenues would be lower than
28 forecasted.

29

30 Response:

31 Confirmed, nor does FEI believe that this is an appropriate approach to customer attachments.
32  The developer cannot and should not be responsible for revenues over the life of a main. The
33 developer does not have the ability to directly influence how each customer that attaches to the
34  main in question, actually uses the appliances and at what rates and the resulting revenues the
35 Company would receive from the end use customers.

36



FortisBC Energy Inc. (FEI or the Company) Submission Date:

2015 System Extension Application (the Application) November 13, 2015
& FORTIS BC . it —
Response to British Columbia Utilities Commission (BCUC or the Commission) Page 7
Information Request (IR) No. 2 9

1 20 Reference: FORECASTING ACCURACY

2 Letter L-34-14, p. 3; Exhibit B-1, Appendix A; Exhibit B-3 BCUC IR

3 1.1.9

4 Main extension forecast accuracy

5 On page 3 of letter L-34-14, the British Columbia Utilities Commission (Commission) lists

6 forecasting accuracy as an area of concern.

7 In BCUC IR 1.1.9, FEI states:

8 An independent review will not be cost-effective and it will add administrative

9 burden... While in theory one might conclude that having a third party conduct
10 the review instead of FEI adds credibility, there is no indication that performing
11 an independent review would increase the accuracy of the estimate. The third
12 party would face similar data limitations to FEI. FEI installs more main extensions
13 annually than any other party in the province and therefore has a better
14 understanding of costs than a third party would.
15 2.1 Would it be more effective and efficient for the independent party to endorse
16 FEI's annual main extension report instead of having the independent party
17 perform estimates for each system extension? For example, the independent
18 party can sample FEI's main extension system forecasts, test for reasonableness
19 and endorse the annual report.
20
21 Response:
22 FEI believes it would be inefficient and ineffective to use a third party to endorse its annual MX
23 report. The limitations listed in the response to BCUC IR 1.1.9 would also apply to having a
24 third party endorse FEI's annual main extension report. A third party would simply add
25 additional cost and time to complete a report that FEI regards as already disproportionate in
26 terms of cost and effort to prepare and does not permit the Commission to draw meaningful
27  conclusions about the profitability of mains.
28 Sampling of FEI's main extension system forecasts for reasonableness as suggested in the
29 question can only be a check by the independent party to ensure that the test as run by FEI did
30 indeed meet the PI requirement at the time. This information is already evident in the report,
31 and a review of the report will provide no further value. FEI provides compliance reports to the
32 Commission on a regular basis for a large number of projects and activities (including annual
33  MX reports); there has been no suggestion in other processes that a third party review is
34  required.
35

36
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1

2 2.2 If FEI believes that the utility would have a better understanding of costs than a
3 third party, please discuss any potential limitations of the third party EES Report.
4

5 Response:

6  There are no limitations of the EES Report related to FEI having a better understanding of costs
7 than a third party. FEl's statement in response to BCUC IR 1.1.9 was in relation to FEI's
8 understanding of its cost structures and its ability to forecast its own costs. Consistent with that
9 comment, FEI retained EES for its industry expertise to develop the framework for the Rate

10 Impact analysis, while the individual inputs into the model, including costs, came from the
11  expertise provided by FEI.

12  Going forward, if the Commission were to approve the use of the Rate Impact analysis to help
13 evaluate the effectiveness of Company’s system extension policies, the Company would
14  populate the model independently.

15
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1 30 Reference: FORECASTING ACCURACY
2 Exhibit B-3, BCUC 1.1.1,1.1.3,1.1.4
3 Main extension and service line cost estimates
4 In response to BCUC IR 1.1.1 FEI provides four tables for MX costs: FEI, FEI — Includes
5 assumed result, FEVI, and FEVI — Includes assumed result.
6 3.1 Please explain why the total actual cumulative MX spend to date for 2008 is
7 listed as $467,819 in the FEI table but is listed as $437,819 in the FEl-Includes
8 assumed result table.
9
10 Response:
11  In the response to BCUC IR 1.1.1, the 2008 Actual FEI Cumulative MX spend to date of
12 $467,819 shown in the table called ‘FEI’ is incorrect. The correct value is $437,819 which is the
13  amount that was included in the table called ‘FEI - Includes assumed result’.
14
15
16
17 3.2 Please explain why the total actual cumulative MX spend to date for 2009 is
18 listed as $937,423 in the FEVI table but is listed as $951,042 in the FEVI-
19 Includes assumed result table.
20
21 Response:
22 In the response to BCUC IR 1.1.1, the 2009 Actual FEVI Cumulative MX spend to date of
23 $937,423 shown in the table called ‘FEVI’ is incorrect. The correct value is $952,042 which is
24  the amount that was included in the table called ‘FEVI - Includes Assumed Result’.
25
26
27
28 3.3 Please explain why the estimated remaining MX costs for 2014 in the FEI-
29 Includes assumed result and FEVI-Includes assumed result tables are exactly
30 the difference between the total forecast MX cost estimates used in original MX
31 tests less the total actual cumulative MX spend to date for 2014.

32
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Response:

In the table accompanying BCUC IR 1.1.1, the ‘Estimated Remaining MX Costs’ (Column 4) is
requesting a re-forecast of a forecast. FEI has previously created forecasts for each 2014 main
and had based those forecasts on the best available information.

There is no additional useful information on which to base a re-forecast. Therefore, the original
forecasts for the 2014 main extensions are appropriate to determine the estimated remaining
MX costs. As such, the estimated remaining costs for 2014 in the ‘FEI-Includes assumed result’
and ‘FEVI-Includes assumed result’ ($14,191 and $323,671 respectively) are the difference
between the original forecast cost and the actual cumulative MX spend to date.

The 2015 MX Report, which has not yet been produced, would contain updated actual costs for
all 2014 main extensions consistent with other MX Reporting years.

3.4 Please reproduce the FEl-Includes assumed result and the FEVI-Includes
assumed result tables correcting any errors and including only 2008 to 2013
results.

Response:

The Company has removed the 2014 results from the tables as requested. The ‘FEl-Includes
assumed result’ and ‘FEVI-Includes assumed result’ tables already contain the correct cost
information. The revised tables (excluding 2014 data) are included below.

FEl - Includes assumed result
Table Includes Forecast to Actual Main Extension Costs included in MX Reporting Years 2008 to 2014

2. Total
Forecast MX 3. Total
Cost Actual 4 Estimated | 5 Variance | 6. Variance 7. Total
1. MX Year Estimates Cumulative Remaining |{in MX Year &) {in %) Expected MX
Used in MX Spend to MX Costs 2- [3+4) [2-[3+4)]/2 Costs [3+4)
COriginal MX Date
Tests
2008 5 352046 | 5 437B19 (5 5 [85,773) 244% |5 4378219
2009 5 873,525 | & 044 648 | 5 5 (71,123) B1%| 5 o944 648
2010 $ 458129 |5 453092 (5 5 5,057 -1.1%| & 453,082
2011 5 634,248 | 5 728,259 | 5 5 (94,011) 148%| & 728,259
2012 5 5R5,584 | & 713526 | 5 5 [127,847) 218%| 5 713,526
2013 5 49B166 | 5 768,151 | 5 % [269,985) 54.2%| & 768,151
Sum $ 3,401,698 | § 4045495 | & - 5  (643,797) 19%| 5 4,045,495
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FEVI - Includes assumed result
2. Total
Forecast MX 3. Total
Cost Actual 4. Estimated | 5 Variance | 6. Variance 7. Total
1. MX Year Estimates Cumulative Remaining |(in MX Year &) [in %) Expected MX
Usedin MX Spend to MX Costs 2- [3+4) [2-[3+4)]/2 Costs (3+4)
Original MX Date
Tests
2008 & 264,194 | 5 288877 | 5 & [{34,683) 13.1%| 5 208 877
2009 5 796,757 | 5 051,042 | 5 S  [154,285) 19.4%| 5 951,042
2010 5 4p7,152 |5  4B2R2% | 5 s {15,477} 3.3%| 5  4B2,629
2011 5 513,670 | 5 55E,9308 | 5 5 (45,269) BB%| 5 558,939
2012 & 367,763 | 5 366,388 | 5 & 1,374 -0.4%] & 366,380
2013 3 366,502 | 5 352,995 | 5 3 13,507 -3.7%| 5 352,995
Sum § 2776038 |5 3,010,871 (% - 5  (234.833) 8% 5 3,010,871
34.1 Please comment on the new cumulative variance for 2008 to 2013 only
for each of FEI and FEVI.
Response:

The variances in the tables for FEI and FEVI have not substantially changed. The variances are
19% for FEI and 8% for FEVI. As stated in the response to BCUC IR 1.1.1, the degree of
accuracy is within an acceptable range for a Class 3 estimate, which is +30% to -15%, which
FEI considers to be reasonable.

3.5 Using the revised data in the FEI-Includes assumed result table please plot the
variances for 2008, 2009, 2010, 2011, 2012 and 2013 on a scatter plot with
variance on the y-axis and the year on the x-axis. Please add a trend line to this
data, and include the trend line formula and the R-squared result on the chart.

Response:

The requested graphs for FEI and FEVI are included below.

FEI cannot conclude whether there is a trend with main extension cost variances, other than to
say the degree of accuracy has improved over time and is within an acceptable range for a
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Class 3 estimate which FEI considers to be reasonable as discussed in the response to BCUC

1
2 IR 2.3.4.1. Ther-squared values are as follows:
3 e The R?value for the FEI scatter plot is low’ which indicates the trend line will not do a
4 good job predicting the trend.
5 e The R?value for the FEVI scatter plot indicates the trend line may be representative®.
FEI
100%
80%
Y 60%
< )
S 40% y = 0.0589x - 118.24
3 R?=0.3368,....0""""
S Y O N DUPPRTTEL
S 20% . SR - ®
.............. °
----------- [ )
0% o
2007 2008 2009 2010 2011 2012 2013 2014
5 -20%
FEVI
100%
80%
Y 60%
C
8
S 40%
2 y =-0.0394x +79.212
S R =0.7222
R 20% ®
L o
0% . ........ . .......... ..
2007 2008 2009 2010 2011 2012 2013 2014
; -20%

" The R? for FEI is .34 out of a possible maximum of 1.0 where 1.0 would indicate the trend line is a

perfect fit for representation of the trend.
® The R? for FEVI is .72 out of a possible maximum of 1.0 where 1.0 would indicate the trend line is a

perfect fit for representation of the trend.
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1

2

3

4 3.5.1 Based on the above information, please discuss FEI's observations and

5 conclusions. Can FEI conclude there is a trend with MX cost variance?

6 If so, what is that trend and how reliable is it? If not, why not?

7

8 Response:

9 Performing a trend line analysis on a relatively small number of main extension or service line
10 variances does not yield any useful or intuitive results as the sample size is too small. There will
11 inherently be a variance between a forecast and an actual result and this variance will be
12  different for any given reporting year based on the number and types of main extensions and
13  service lines installed and the complexities that materialize during construction. That is, the
14  variance in one year is not necessarily indicative of the variance in another year.

15 FEl believes that the forecast to actual cost variances for all mains and services are currently
16  within an acceptable range based on a consideration the resources and costs required to obtain
17 a more accurate forecast as compared to any incremental increase in forecast accuracy. This is
18 especially true given the large volume of services and mains and the relatively small capital
19  costs for an individual main or service.

20 FEI's forecasting methodologies for mains and services continue to be appropriate and will
21 continue to be improved while ensuring a suitable balance between additional cost and
22 accuracy of forecasts. Please refer to the response to BCUC IR 1.1.1 for a discussion of the
23  forecast to actual variances for FEI and FEVI.

24

25

26

27 3.6 Please provide a similar plot, trend line, formula and R-squared result for the
28 revised FEVI-Includes assumed result data also for 2008 to 2013 only. Please,
29 again, discuss FEI's observations and conclusions.

30

31 Response:

32  Please refer to the responses to BCUC IRs 2.3.5 and 2.3.5.1.

33

34

35
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1

2 In response to BCUC IR 1.1.3, FEI provides four tables for service line costs: two tables

3 that BCUC requested, and two tables that FEI corrected.

4 3.7 Please explain why in the corrected tables the estimated remaining service line

5 costs for 2014 are exactly the total forecast service line cost estimates used in

6 original MX tests for 2014.

7

8 Response:

9 The 2015 MX Report would normally contain the updated actual service line costs for all 2014
10 main extensions. This practice is consistent with the practices of past MX Reporting years
11  where a new forecast year is included with each new annual MX Report and that same year is
12  then revised with actual data in subsequent annual MX reports.

13  Since FEI has not yet completed the 2015 MX Report, it does not have the actual service line
14  cost data included and matched to the 2014 reporting sample. Therefore the only data available
15 to FEI at this time is the original 2014 forecasted service line costs for both FEI and FEVI.

16

17

18

19 3.8 Please provide the sum line for both the corrected FEI service line cost table and
20 the corrected FEVI service line cost table including only 2008 to 2013 results.

21

22 Response:

23  There are no changes to correct for the FEI and FEVI includes assumed result service line costs
24  tables, as all values provided are accurate. As requested, FEI has removed the data for 2014,
25 included the sum line and provided the revised tables below.
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FEI
Table Includes Forecast to Actual Service Line Costs included in MX Reporting Years 2008 to 2014
2T
ol |3 rotal
Forecast MX 4
Actual . : ;
Cost X Estimated | 5. Variance |6 Variance 7. Total
] Cumulative o - -
1. MX Year | Estimates Senice Line Remaining [(in MX Year %) [in %a) Expected MX
Uzedin Senvice 2- [3+4) [2-i3+3]f2 Costs (3+4)
e Spend to
Original MX Costs
Date

Tesis
2008 5 539720 |5 532515 |5 154000 (% (148,795) 27.2%| 5 686,515
2005 $1,219661 | 51,551,821 | 5 167,000 | & (499 160) A08%| 5 1,718,821
2010 % 425478 |5 569,636 |5 58000 (% (202,158) A7 5%| 5 627,636
2011 5 B41123 |5 BB5858 |5 147000 (5  (191,835) e 1,052,958
2012 5 GBOB67 |5 OGRGBOE |5 10,000 | 5  (39E8941) BETH| 5 979, 808
2013 5 633470 |5 546463 |5 1489000 | 5 (61,5583) DE%| S 585,463
Sum 54,240,319 | 55,056,201 | 5 685,000 | 5 (1,500,882) 35%| & 5,741,201

estimated service line cost based on gssuming service line cost of 31,000 times the number of expected attachment.

*acutal service Iine cost based on actual ateachments times annual average service line cost

FEVI
Table Includes Forecast to Actual Service Line Costs included in MX Reporting Years 2008 to 2014
2. T
ol |3 rotal
Forecast MX 4.
Actual B } }
Cost ) Estimated | 5. Variance | 6. Variance 7. Total
i Cumulative o - -
1. M¥ Year | Estimates Service Line Remaining [(in MX Year 5) {in %) Expected MX
Uzed in Service 2- [3+4) [2-[3+4)]/2 Costs [3+4)
o Spend to
Original MX Costs
Date
Tesis
2008 5 282526 |5 3418BO |5 34000( 5 (93,354 3IF0%| 5 375,880
2008 % 539508 |5 663,920 | % 268000 | & (392,412) T2T%| & 031,920
2010 5 362,046 |5 338504 | 5 140000 | & (116,458) 322 5 478,504
2011 S 35695 |5 314366 |5 FO00 | & (45,671) 13.2%| & 391,366
2012 S 201,122 % 1921405 36000 | 5 (27,018) 13.4%| & 228,140
2013 5 247716 |5 217465 |5 7000 & (46,745) 1B.9% | & 2584 485
sum $1978,613 | 52,068,275 | & 632,000 | & (721,662) I6%[ 5 2,700,275

estimated service line cost bosed on assuming service [ine cost of 51,000 times the number of expected attachment

*gcutal service line cost based on actual attachments times annual gverage service Iine cost

3.8.1

Please comment on the cumulative variance for 2008 to 2013 for each
of FEI and FEVI.
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2 Response:

3 The service line cost variances in the revised tables for FEI and FEVI have not substantially
4  changed. The variance is 35% for FEI and 36% for FEVI. Please refer to the response to BCUC
5 IR 1.1.1 for further discussion of the variances.

6

7

8

9 3.9 Using the corrected FEI service line cost variance data please plot the variances
10 for 2008, 2009, 2010, 2011, 2012 and 2013 on a scatter plot with variance on the
11 y-axis and the year on the x-axis. Please add a trend line to this data, and
12 include the trend line formula and the R-squared result on the chart.
13

14 Response:
15 The requested graphs for FEI and FEVI are included below.

16 FEI cannot conclude whether there is a trend with service line cost variances, other than the
17 variance in more recent years has decreased. As the earlier years were impacted by the
18 financial crisis, the attachments have taken longer to be realized than was forecast. This has
19 resulted in higher costs due to inflationary pressures as discussed in the response to BCUC IR
20 1.1.3. Ther squared values are as follows:

21

22 e The R?value for the FEI scatter plot’ indicates the trend line should not be used to
23 predict a trend.

24 e The R?value for the FEVI scatter plot is low'® which indicates the trend line will not do a
25 good job predicting the trend.

® The R? for FEl is .005 out of a possible maximum of 1.0 where 1.0 would indicate the trend line is a

perfect fit for representation of the trend.
% The R? for FEI is .41 out of a possible maximum of 1.0 where 1.0 would indicate the trend line is a
perfect fit for representation of the trend.
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3.9.1

FEI
[
° y =-0.0081x + 16.735
P R?=0.0054

2008 2009 2010 2011 2012 2013 2014

FEVI

y =-0.0765x + 154.09
R*=0.4066

2008 2009 2010 2011 2012 2013 2014

Based on the above information, please discuss FEI's observations and
conclusions. Can FEI conclude whether or not there is a trend with
service line cost variance? If so, what is that trend and how reliable is
it? If not, why not?
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Response:

Please refer to the response to BCUC IR 2.3.5.1.

3.10 Please provide a similar plot, trend line, formula and R-squared result for the
corrected FEVI service line variance data also for 2008 to 2013. Again, please

discuss FEI's observations and conclusions.

Response:
Please refer to the responses to BCUC IRs 2.3.9 and 2.3.9.1.
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1 40 Reference: FORECASTING ACCURACY

2 Exhibit B-3, BCUC 1.2.1; Exhibit B-1, Table 5-3, p. 76

3 Number and timing of attachments

4 In response to BCUC IR 1.2.1, FEI does not provide the requested information as FEI

5 explains that the relevant data prior to 2008 is not accessible and completing the request

6 for 2008 to 2014 would take approximately 4 to 5 months.

7 4.1 Please confirm, otherwise explain, that the data in the “Actual Attachments”

8 column in Table 5 3 includes only attachments that have already physically

9 connected to the main and are actually receiving gas. That is, no attachments in
10 the “Actual Attachments” column are forecast attachments.
11
12 Response:
13 Not confirmed. Table 5-3 follows the Commission’s required reporting methodologies which
14  involve using a mixture of forecast and actual attachments to re-forecast the “Actual
15 Attachments” for mains where the first five years have not passed. For mains where the first
16 five years have passed, the methodologies use only actual attachments and do not contain
17  forecast attachments.
18 The “Actual Attachment” methodology was originally designed by Commission Staff for use in
19 the 2012 MX Report and has been in place since then. The Company has strictly adhered to
20 this methodology in its annual reporting and the Company has therefore used the same
21  methodology in Table 5-3.
22 For background, the pre-populated table below was provided to the Company by Commission
23 staff'! with specific instructions to follow an exact Excel based formulaic approach for calculating
24 “Actual Attachments”. In the example provided by staff, the cumulative attachment variance is
25 4% (highlighted in yellow for ease of reference) and uses a combination of actual (white) and re-
26 forecast (grey) attachments. Moreover, according to the required methodologies, if an
27  attachment fails to materialize in the expected forecast attachment year it cannot be included in
28 the re-forecast and is assumed to disappear forever.

X Email from Leon Cheung, BCUC Regulatory Analyst. May 8, 2012.
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Z | Draft Table 1B: [2009 Cohort for 2012 MX Report] SAMPLE MAIN EXTENSIONS - ATTACHMENTS, CONSUMPTION, and USE PER CUSTOMER (see note 1)
s
1 |For Each Utility Attachments Consumption (GJ) Use per Customer (see note 4)
Original Actual or Re- Variance % Original Actual or Re- Variance % Original Actual or Re- Variance %
2 Forecast forecast (see note 3) Forecast forecast (see note 3) Forecast forecast (see note 3)
Asofdate: _  Asofdate:_ © Asofdate:_  Asofdate:_ (ﬂ Asofdate: _ Asofdate: i)
() (b) (d) (e] 8 (h)
3 |[ABC Company]
| 4 |Year 1(seenote 2) 10 1 -90% 500 40 -92% 50.0 40.0 -20%
| 5 |Year 2 (see note 2) 20 2 -90% 1000 20 -92% 50.0 40.0 -20%
| G |Year3 (see note 2) 30 32 7% 1500 1280 -15% 50.0 40.0 -20%
| 7 |Year 4 (see note 2) 40 42 5% 2000 1780 -11% 50.0 42.4 -15%
8 |Year 5 (see note 2) 50 52 1% 2500 2280 -9% 50.0 43.8 -12%
9 |Years 1-5 Total (see note 2) Cumulative Attachments - 7500 5460 -27% 50.0 42.3 -15%

The Commission included the following instructions regarding the table above:

“The Commission Staff Draft Table 1B is designed to meet the annual MX reporting
requirements and meet the Commission’ expectations of a meaningful and informative
annual MX Report.”

Over time, the Company has consistently expressed its concerns to the Commission regarding
the “Actual Attachment” methodology. As part of the 2011 Main Extension Report, the
Company provided a discussion on the issues it had with the Commission’s “Actual Attachment”
methodology, stating for instance:

“The risk of focusing on performance of an individual year is that attachments that didn’t
materialize in a given year may do so at some point in the future of the 20 year DCF time
frame.™

In Letter L-60-12, the letter following the first year of the new reporting methodologies, the
Commission provided the following direction regarding the required approach described above:

“Existing cumulative reporting for the original forecast and actual attachments is
acceptable.”

The Company notes that the information request highlights the shortcomings of the current MX
Reporting requirements and the general confusion associated with attempting to assess
forecast accuracy and the performance of a main that is only in the first few years of its greater
than 60 year lifespan. Nevertheless, the Company has been applying the required “Actual
Attachment” methodologies in its MX reporting and in the Application in Table 5-3.

122011 Main Extension Report Section 2 Page 13.
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1

2

3 41.1 If not confirmed, please update the “Actual Attachments” Table 5-3 to

4 only include actual attachments that are actually connected and

5 receiving gas.

6

7 Response:

8 This information request deviates from the Commission’s current reporting methodologies that

9 the Company is required to follow, as discussed in the response to BCUC IR 2.4.1. The request
10 appears to be asking for a new methodology to re-forecast “Actual Attachments” based on a
11 comparison of 5 years of forecast attachments against mains where 5 years have not yet
12 passed and therefore all attachments have not had a chance to materialize (as noted in
13 response to BCUC IR 1.3.1). Reporting in this fashion appears to be designed to negatively
14  distort the results even beyond the negative distortion that is inherent in the existing reporting
15 methodology, and the Company strongly objects to its use to draw conclusions.
16  For instance, if a main extension is only in its third year as shown in the illustrative example
17  provided by the Commission (refer to the response to BCUC IR 2.4.1), comparing the total
18 forecast attachments for the five year period (50) to only the first three years of actual
19 attachments (32) would be incorrect since years 4 and 5 have not happened yet. This method
20 focuses on individual years and compares them to an aggregate total. This incorrectly skews
21  the attachment variance and would not be a valid comparison.
22  Nevertheless the Company has provided the data in response to Commission’s request below
23  with explanatory notes. The Company has also included a more accurate updated version of
24  Table 5-3 where only actual attachments are included but are compared to a matching
25  timeframe.
26  New Methodology Using Assumptions in BCUC IR 2.4.1.1
27 e For 2010 to 2013, the variance calculations incorrectly compare 5 years of forecast
28 attachments to less than 5 years of attachments for mains where MX Reporting is not
29 complete.
30 e Attachments that occur outside of 5 year forecast window are not included.
31 e Format and results are inconsistent with Commission MX reporting requirements.
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Forecast
Attachments

Actual Attachments

(Inconsistent with MX Variance  Variance (%)
Report Formats)

Comments

2008 FEI
2008 FEVI
2009 FEI
2009 FEVI
2010 FEI
2010 FEVI
2011 FEI
2011 FEVI
2012 FEI
2012 FEVI
2013 FEI
2013 FEVI

Incorrectly Compares 5 years of forecast ottochments to 4 year of actual

Incorrectly Compares 5 years of forecast ottochments to 3 year of actual

Incorrectly Compares 5 years of forecast ottochments to 2 year of actual

Incorrectly Compares 5 years of forecast attochments to 1 year of actual

571 arz 154 ~27.0% MX reporting complete
293 259 -34 -11.6%
1228 1061 -167 -13.6% Year 5 of attachment
698 430 -268 -38.4% reporting
478 420 -58 -12.1% Year 4 of attachment
402 262 -140 -34.8% reporting
715 568 -147 -20.6% Year 3 of attachment
291 214 -77 -26.5% reporting te
620 610 -10 -1.6% Year 2 of attachment
166 130 -36 -21.7% reporting £
516 367 -149 -28.9% Year 1 of attachment
232 155 -77 -33.2% reporting
Average Variance -22.5%

New Methodology Using FEI Assumptions

2008 FEI
2008 FEVI
2009 FEI
2009 FEVI
2010 FEI
2010 FEVI
2011 FEI
2011 FEVI
2012 FEI
2012 FEVI
2013 FEI
2013 FEVI

Forecast Attachments have been updated to ensure a valid comparison. For example if
a main is in the second year of attachment reporting, the forecast attachments used are
reflective of the Year 1 and Year 2 expectations.

Attachments that occur outside of 5 year forecast window are not included.

Format and results are inconsistent with Commission MX Reporting Requirements,
however a valid comparison is provided.

Actual Attachments

o Years 1-4 of fi 3 t ts to Years 1-4 of octuol ottachments
o Years 1-3 of fi 3 t ts to Years 1-3 of octual ottachments
o Years 1-2 of fi 3 t ts to Years 1-2 of octuol ottachments
o Year 1 of fi t h ts to Year 1 of actual attochments

Forecast . . . .
(Inconsistent with MX Variance  Variance (%) Comments
Attachments
Report Formats)
571 Lz 134 “27.0% M¥ reporting complete
293 259 -34 -11.6%
1228 1061 -167 -13.6% Year 5 of attachment
698 430 -268 -38.4% reporting
456 420 -36 -7.9% Year 4 of attachment
402 262 -140 -34.8% reporting
587 568 -19 -3.2% Year 3 of attachment
279 214 -65 -23.3% reporting
377 610 233 61.8% Year 2 of attachment
123 130 7 5.7% reporting
242 367 125 51.7% Year 1 of attachment
143 155 12 8.4% reporting
Average Variance -2.7%

In summary, the Company has presented three versions of the “Actual Attachments,” each with
different levels of consistency with Commission requirements and resulting variance as
summarized in the table below.
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Consistent with “Actual
Commission MX Reporting  Attachment”
Version of Table 5-3 Methodology Requirements Variance
Original provided in Application Yes 7.2%
Per BCUC 2.4.1.1 using assumptions in IR No 22.5%
Per BCUC 2.4.1.1 using FEI assumptions No 2.7%

As seen above, the Company believes that the variance should be interpreted to be 2.7%.
Nevertheless, it has conservatively used the methodology required by the Commission in the
Application, resulting in a variance of 7.2%. The methodology suggested in the information
request results in a 22.5% variance using an invalid methodology and should not be used to
draw conclusions. Further, as previously noted, reporting on any main extension in only the
third year of its greater than 60 year existence is meaningless in making a determination on the
economic viability of the main.

4.2 Please confirm that the “Actual Attachments” data for each main year do not
include connections to mains constructed in a different main year. For example,
the 2013 FEVI results do not include connections made to 2008, 2009, 2010,
2011 or 2012 mains.

Response:
Confirmed.

42.1 If not confirmed, please update the “Actual Attachments” Table 5-3 to
only include actual attachments that are actually connected and
receiving gas.

Response:

The response to BCUC IR 2.4.2 was confirmed.
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1

2

3

4 4.3 Please provide FEI's attachment variance with the all the changes described

5 above included and provide comment on this new variance.

6

7 Response:

8 Please refer to the responses to BCUC IRs 2.4.1 and 2.4.1.1.

9
10
11
12 4.4 Please confirm, otherwise explain, that all other things being equal, if
13 consumption is forecast to be initiated later, the PI will be reduced.
14
15 Response:
16  Assuming all else being equal in the current MX Test, on an ex ante basis, the forecasted PI
17  would be reduced if consumption in the Test was assumed to be initiated at a later time. For
18 example, as shown in the response to BCUC IR 2.4.5, if a customer is expected to connect in
19 the first year, the MX Test calculates the revenue based on the consumption credits for the full
20 20 year DCF term of the test. If another customer was expected to connect to the same main in
21 year 2, the MX Test would calculate that customer’s revenue based on 19 years of
22 consumption. For a customer in year 3, the calculated revenue would be reflective of 18 years
23  of consumption, and so forth.
24  The use of the MX Test on an ex post basis to assess the performance of a main extension(s)
25 would be inappropriate as that is not the intended purpose of the Test. Further, to compare the
26  consumption credits used in the Test ex ante to actual consumption ex post would also be
27  inappropriate as the credits do not represent a forecast. The Company believes the Rate Impact
28 analysis should be used to inform assessment of system extension performance ex post, and
29  consumption used in the MX Test should not be compared to actual consumption to evaluate
30 forecasting accuracy.
31
32
33
34 4.5 Please provide an example of a Pl calculation for 5 customers who are all
35 forecast to connect in year 1 and based on their “consumption credits” are
36 forecast to have a Pl of 1.0. Next, provide that same example where
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1 consumption initiated for these same 5 customers instead in year two. Please
2 repeat again where all customers’ consumption is initiated in year three.
3
4  Response:
5  FEIl used the following MX Test hypothetical scenario to populate the table below:
6 ¢ 5 Residential customers with a consumption of 55.1 GJs per year per customer;
7 e A mains cost of $5,000; and
8 e Aservice line and meter cost of $1,100 per customer.
9
10 The table below summarizes the results of varying the connection year of the 5 customers using
11 the same scenario. The different result depending on the year of connection is due to the fact
12  that the DCF term in the MX Test fixed (currently at 20 years); in fact there is no difference to
13 the length of time that customers in any of the years would be expected to consume gas from
14  the main.
Calculated
Connection Revenue from Plof % Change
Year of 5 2015 Main MX in MX Test
Customers Extension Test Test Revenue
Year 1 $ 13,011 1.00
Year 2 $ 12,006 0.95 -1.7%
Year 3 $11,081 0.90 -14.8%
15
16
17
18
19 45.1 Based on the results of the previous question, would FEI conclude that,
20 all other things being equal, later connections/consumption has a
21 significant impact on Pl calculations? If so, why? If not, why not?
22
23 Response:
24 In relation to the hypothetical scenario presented in the response to BCUC IR 2.4.5, the timing
25  of attachments and consumption forecast in the MX Test can have an impact on the ex-ante
26  forecast Pl calculations. For example, the difference in Pl between 5 customers attaching in
27 year 1 versus year 3 would be 1.0 versus 0.9. The size and characterization of the impact
28 would depend on the number of connections that are delayed and for how long. As above, all
29 the customers are expected to remain on the main for the same amount of time and contribute
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1 equally to revenues over the life of the main, but the defined DCF term in the MX Test results in
2  the timing of attachments impacting the PI.
3 As discussed in the response to BCUC IR 2.4.1, the attachment variance could be considered
4  to have been as low as 2.7 percent over the period of 2008 to 2014, so the hypothetical
5 scenario is not applicable in practice. Further, ex ante consumption values used in the Test and
6  corresponding PI calculations should not be confused with ex post main extension assessment
7 asdiscussed in the response to BCUC IR 2.4.4.
8
9
10
11 4.6 Please confirm that FEI internally evaluates its attachment performance (i.e.
12 forecasts attachments and then reviews forecast attachments against actual
13 attachments). If not confirmed, please explain why not.
14
15 Response:
16  Confirmed. The Company works closely with its customers to ensure attachments materialize
17  as forecast. Further, as a part of the annual MX report, the Company has annually evaluated
18 the forecast to actual attachments for a sample of main extensions. BCUC IR 2.4.3 indicates
19 that FEI's attachment variance has been as low as 3 percent between 2008 and 2014 showing
20 that FEI has an effective process in place.
21  As discussed in the response to BCUC IR 2.4.8, the process of evaluating forecast to actual
22 data for the 785 main extensions” completed annually is highly labour intensive and
23  burdensome to match data line by line. Therefore, the Company does not evaluate the success
24 of customer attachments in this manner nor is it able to produce the data in a short time frame
25  for information requests. FEI believes that the Rate Impact analysis provides a more efficient,
26  effective means to inform its evaluation of the impact on customers from customer attachments.
27
28
29
30 4.7 Please provide the estimated resources (in time and money) required to obtain
31 the information the Commission requested in BCUC IR 1.2.1, broken down by
32 each task (bullet point) that FEI identified under “Request Exceeding Current MX
33 Reporting Requirements.”
34

¥ 0On average.



FortisBC Energy Inc. (FEI or the Company) Submission Date:

2015 System Extension Application (the Application) November 13, 2015
& FORTISBC e —
Response to British Columbia Utilities Commission (BCUC or the Commission) Page 27
Information Request (IR) No. 2 9
1 Response:
2  FEl has estimated the requested breakdown below.
Estimated Estimated
BCUCIR 1.2.1 Task
Hours Cost
Extract all historic MX tests completed since 2008 a8 5 7,800
Match the completed MX Tests to actual installed main extensions
. ) 144 5 23,400
using GIS based mapping software
Group the completed MX tests bw-,'year and by main extension and 7 s 11,700
extract forecast attachment profile for each MX test
Cross reference all the installed main extensions against
. . . 160 S 26,000
approximately 75,000 new services that have connected since 2008
Extract the number of meters connected to those services and
segment the resulting customer group by rate class and installation 136 S 22,100
Near
Align customers to specific main extensions and compare to forecast
] ) 224 S 36,400
profile to actual in order to formulate a re-forecast.
Aggregate the forecasts and re-forecast attachment profile and 16 s 5 600
compile the information in the Commission’s table. ’
Total 800 $ 130,000
3
4  Note: the table above has not included costs for regulatory and/or legal review which would be
5 incremental to the total of $130 thousand.
6
7
8
9 4.8 Of the information the Commission requested in BCUC IR 1.2.1, what is the most
10 burdensome for FEI to obtain and why?
11
12 Response:
13 At this time, FEI has actual costs and attachments available for all mains, services and meters
14  installed since 2008. This data is provided in the Rate Impact analysis included in the
15 Application. This type of actual cost and attachment information requires the least amount of
16  effort to provide
17  With some effort, FEI is also able to provide the forecasted MX Test results, such as the PI,
18 from its CAFE system. However, additional resources would be needed to extract, compile and
19 aggregate each individual set of MX test inputs and associated forecasts.
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1  In general, the primary function of CAFE is to facilitate the design and installation of natural gas
2  distribution infrastructure. It provides an efficient and cost effective way of allowing the
3 Company to install approximately 785 mains per year and 11 thousand services per year. The
4  MX test currently resides in CAFE and was included as a single step in a one way process to
5 install a main or service in a safe and efficient manner. From a technological standpoint, the MX
6 test was designed as a connection tool as part of this one way process, where it can determine
7  how much a customer should pay to connect to the system, after which the main or service
8 would proceed to a detailed construction design and eventually installation. The Company’s IT
9 infrastructure follows this one way process from CAFE to SAP to GIS to Billing but there is no IT
10  mechanism in place to automatically go backwards through this system, such as tracing a new
11  customer account in billing back to the original forecasted attachment in the main extension test.
12 Acquiring data of this type remains a costly and manually intensive process.
13  Therefore, the most burdensome information relates to the line by line matching of forecasted
14  costs, attachments and consumption to the actual costs, attachments and consumption for over
15 75,000 services and 5,000 mains installed since 2008. That is, matching a specific forecasted
16  MKX test input to an installed main or service requires a large amount of time and resources.
17  This is reflected in the time it takes to produce the MX report as described in the response to
18 BCUC IR 1.32.2. As previously stated in response to BCUC IR 1.2.1, this process is manually
19 intensive and requires merging and categorizing data from four different systems within the
20  Company’s IT infrastructure.
21  The process and related burden described above would be similar for the scenarios described
22  inthe responses to BCUC IRs 2.4.9, 2.4.10, and 2.4.11.
23
24
25
26 4.9 Would providing the requested information in aggregate, as opposed to once for
27 FEI and once for FEVI lessen the burden on FEI? If so, why and by how much?
28
29 Response:
30 Please refer to the response to BCUC IR 2.4.8.
31
32
33
34 4.10 Would providing the requested information for only residential and commercial
35 customers, as opposed to residential, commercial and industrial customers,
36 lessen the burden for FEI? If so, why and by how much?

37
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1 Response:

2  Please refer to the response to BCUC IR 2.4.8.

3

4

5

6 4.11 Would providing the requested information for only residential customers, as

7 opposed to residential, commercial and industrial customers, lessen the burden

8 for FEI? If so why and by how much?

9
10 Response:
11  Please refer to the response to BCUC IR 2.4.8.
12
13
14
15 4.12 Would providing the requested information for only the sample main extensions,
16 as opposed to all main extensions, lessen the burden for FEI? If so, why and by
17 how much?
18
19 Response:
20 FEl is able to populate part of the Commission’s table found in BCUC IR 1.2.1 using information
21 already gathered for the samples included in the 2014 MX Report. This data is based on
22  attachments that have connected to the mains in the MX Report on or before December 31,
23  2014. Therefore, the variance calculations found in the Commission’s tables do not include all
24 actual attachments to date. Please refer to the tables in response to BCUC IR 2.4.1 for the
25  correct attachment variance calculation.
26  The Company is not able to interpret the purpose or intended result of the Commission’s tables
27 and has identified some of the issues in the notes below. The Company does not see value in
28 providing the data in the format requested nor are there meaningful conclusions that can be
29  drawn.
30 Notwithstanding the limitations of the information requested, the Company has provided the
31 datato the best of its ability and provides the following notes regarding the tables:
32 1. The first year of actual attachment reporting for the 2014 main extensions would
33 normally occur in the 2015 Main Extension Report. The 2015 Main Extension Report has
34 not yet been produced. Therefore the 2014 actual attachment data is not available at this

35

time.
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1 2. The Commission MX reporting requirements do not allow for:

2 o Attachments that occur outside of their respective forecast windows and;

3 e Attachments that occur outside of the 5 year reporting window

4

5 For instance, if an attachment does not connect in the same year it is projected to

6 connect, then that attachment is assumed to disappear forever, even if the project is

7 simply delayed.

8 Furthermore, any attachments that occur outside of the first five years of a main

9 extension will not be taken into consideration for reporting due to the 5 year reporting
10 window. As such the Company does not have any 2009 attachment data prepared for
11 Column 6 “Total actual attachments in years outside the original 5 year addition term.”
12 The Company only had data for 2008 as part of an illustrative example highlighting the
13 fact that attachments do occur outside of the 5 year MX Test forecast window which was
14 included as a separate section in the 2014 MX Report.
15 As discussed in the response to BCUC IR 2.4.1, the Commission is comparing the total
16 attachments expected to occur over 5 years to actual attachments on mains that are less
17 than five years old. This results in an inappropriate comparison and skews the results of
18 the variance calculation. Therefore the Company is not able to ascertain an appropriate
19 representation of the variance calculation from the Commission’s table on which to
20 comment.
21 As required by Commission staff, the MX reporting requirements were updated in 2012
22 to include a breakdown of attachments by rate class for 2012 and onwards. Therefore, a
23 breakdown by rate class is not available for main extensions before 2012.
24 The Commission has taken steps to pre-populate some columns in its tables. For
25 instance, for the 2008 and 2009 mains, Column 7 “estimate of remaining attachments”
26 has been pre-populated with “n/a”. The Company recognizes that the 5 year MX
27 Reporting window for these mains has passed. However, attachments continue to occur
28 on a main regardless of the forecast window used in the test. Therefore the value of

29

“n/a” is not correct.
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FEI - Main Extension Data taken from 2014 MX Report - Attachments current to December 31, 2014

7. Estimate of Remaining Attachments
2. Total forecast attachments used in the |3. Total actual attachments in original 5 year 6. Total actual attachments in years outside ; o
o usedt o Y ) I ) ‘el v 4. Variance (2-3) 5. Variancein%(2—3)3 - u - ny ust Expected in the original 5 year customer 8. Variance to date (6-7) 9. Variance to date (6-7)
1. MX Year original MX test addition term (or less if term is not up yet) original 5year addition term . 5
addition term
Residentiala Commercia|4 Industriala Residential | Commercial Industrial Residential | Commercial Industrial Residential ~ Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial
2008 571 417 154 27% 50 n/a 50 9%
2009 1228 1061 167 14% Not available at this timez n/a Not available at this time2 Not available at this time 2
2010 478 420 58 12% n/a n/a n/a 58 n/a n/a n/a n/a n/a n/a
. 2011 715 568 147 21% n/a n/a n/a 147 n/a n/a n/a n/a n/a n/a
Reporting Not Yet 2012 496 122 2 509 99 2 13 23 0 3% 19% 0% n/a n/a n/a 0 23 0 n/a n/a n/a n/a n/a n/a
Completed 2013 463 53 0 317 45 5 146 8 -5 32% 15% 100% n/a n/a n/a 146 8 0 n/a n/a n/a n/a n/a n/a
2014 507 48 3 Not available at this time * n/a n/a n/a 507 48 3 n/a n/a n/a n/a n/a n/a
FEVI - Main Extension Data taken from 2014 MX Report - Attachments current to December 31, 2014
7. Estimate of Remaining Attachments
2. Total forecast attachments used in the |3. Total actual attachments in original 5year 6. Total actual attachments in years outside ; o
- " ) ong v 4. Variance (2-3) 5. Variance in % (2-3)° o . v Expected in the original 5 year customer 8. Variance to date (6-7) 9. Variance to date (6-7)
1. MX Year original MX test addition term (or less if term is not up yet) original 5 year addition term » 5
addition term
Residentiala Commercia|4 Industria|4 Residential  Commercial Industrial Residential | Commercial Industrial Residential  Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial
2008 293 259 34 12% 14 n/a 14 5%
2009 698 430 268 38% Not available at this time 2 n/a Not available at this tl'me2 Not available at this time 2
b n/a n/a n/a n/a n/a n/a n/a n/a n/a
2010 402 262 140 35% / / / 140 / % /t / / %
. 2011 291 214 77 26% n/a n/a n/a 77 n/a n/a n/a n/a n/a n/a
Reporting Not Yet 2012 155 6 5 118 8 4 37 -2 1 2% -33% 20% n/a n/a n/a 0 0 1 n/a n/a n/a n/a n/a n/a
Completed 2013 220 10 2 152 1 2 68 9 0 31% 90% 0% n/a n/a n/a 68 9 0 n/a n/a n/a n/a n/a n/a
2014 233 8 2 Not available at this time n/a n/a n/a 233 8 2 n/a n/a n/a n/a n/a n/a
FEI and FEVI Combined - Main Extension Data taken from 2014 MX Report - Attachments current to December 31, 2014
7. Estimate of Remaining Attachments
2. Total forecast attachments used in the |3. Total actual attachments in original 5 year 6. Total actual attachments in years outside ; o
o o ) . g v 4. Variance (2-3) 5. Variancein%(2—3)3 o . ¥ Expected in the original 5 year customer 8. Variance to date (6-7) 9. Variance to date (6-7)
1. MX Year original MX test addition term (or less if term is not up yet) original 5year addition term » 5
addition term
Residential4 Commercial4 Industrial4 Residential | Commercial Industrial Residential | Commercial Industrial Residential  Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial Residential | Commercial Industrial
2008 864 676 188 22% 64 n/a 64 7%
2009 1926 1491 435 23% Not available at this time n/a Not available at this time Not available at this time >
b n/a n/a n/a n/a n/a n/a n/a n/a n/a
2010 880 682 198 23% / / 1/ 198 % 1/ 1/ / / /c
. 2011 1006 782 224 22% n/a n/a n/a 224 n/a n/a n/a n/a n/a n/a
Reporting Not Yet 2012 651 128 7 627 107 6 2% 21 1 4% 16% 14% n/a n/a n/a 2 21 1 n/a n/a n/a n/a n/a n/a
Completed 2013 683 63 2 469 46 7 214 17 -5 31% 27% 100% n/a n/a n/a 214 17 0 n/a n/a n/a n/a n/a n/a
2014 740 56 5 Not available at this time * n/a n/a n/a 740 56 5 n/a n/a n/a n/a n/a n/a
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1

2

3 4.13 Based on the response provided above, please provide a reasonable subset of
4 the information requested in BCUC IR 1.2.1.

5

6 Response:

7  Please refer to the response to BCUC IR 2.4.12.
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1 50 Reference: HISTORICAL DATA

2 Exhibit B-3, BCUC IR 1.3.1; 2012-2013 FEU Revenue Requirements

3 and Rates Application (2012-2013 FEU RRA), pp. 326-327

4 Number of attachments

5 In BCUC IR 1.3.1, FEI states: “That is, these new service lines/customers attached to

6 mains that were between 53 to 62 years old.”

7 On page 327 of the 2012-2013 FEU RRA, FEI states: “Customer driven service

8 retirements or removals are initiated by homeowners and developers as older homes are

9 demolished, existing property lots are subdivided and new properties and potential
10 homes are created.”
11 New service lines attached to mains that were between 53 to 62 years old may
12 be the result of older homes being demolished and replaced by new homes.
13 5.1 Please confirm that when a service is retired due to the demolition of an older
14 home and a new home constructed on the same site, the replacement service is
15 treated as a “new service.”
16
17 Response:
18 Confirmed. There will often be a time lag between when the service is retired and the new
19  service or services are installed. Multiple replacement service lines are increasingly common
20 with densification of new developments, and in this situation each service line is counted as a
21  “new service”.
22
23
24
25 5.2 In the same format as the response to BCUC IR 1.3.1, please provide the service
26 line retirements in 2013 by Main Installation Year.
27
28 Response:
29  The graph below provides the total 2013 service line abandonments categorized by the main
30 installation year that the abandoned service was connected to. Note that this graph cannot be
31 directly compared to the graph in response to BCUC IR 1.3.1. The graph in BCUC 1.3.1 only
32  contains the attachments of detached single family residences. For example, it does not include
33 all the multi-family (condo, vertical subdivision), duplex/triplex attachments and commercial
34  attachments. In other words, the graph in response to BCUC IR 1.3.1 is only a subset of all
35 attachments whereas the graph below contains all abandonments which include all rate classes
36 and all building types.
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1 Many of the abandonments in this graph can materialize as new service attachments in the
2  future, such as those shown in BCUC IR 1.3.1. For example, when a customer demolishes an
3 existing home or building and re-builds a new home or building on the same lot a new
4  attachment can occur in the same year or a subsequent year of the abandonment.
5 Ninety four percent (94%) of service line abandonments that occurred in 2013 took place on
6  services that were connected to mains installed before 2000.** Note that in total there were 267
7  out of 3,670 abandonments for 2013 where the main installation year was not referenced on the
8 abandonment record and these abandonments are not included in the graph.
2013 Service Line Abandonments by Main Installation
Year
1,800
1,600
1,400
1,200 1,154
1,000
800 702 649
600
400 321 333
51 24
<1951 1951-1960 1961-1970 1971-1980 1981-1990 1991-2000 2001-2010 2010<
9
10
11
12
13 5.3 Please provide the service line additions, retirements and net additions (additions
14 — retirements) for 2008 through 2014 by year.
15
16 Response:
17  The requested data is provided below. The Company has averaged approximately 7,000 net
18 new service lines per year from 2008 to 2014. Note that the service line data below is not

14 3,210/3,403 = 94% (excludes the 267 abandonments in 2013 where the main installation year could
not be found)
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indicative of the gross or net customer additions. Although new service lines are correlated with
new customer additions, they are not a one to one relationship. A simple example is in the case
of a duplex where one service line addition would be associated with two customer additions
given that one service line would be providing gas to two distinct units.

The Company has populated the table using service line abandonments (rather than
“retirements” as requested in the IR). The Company’s practice for all abandonment work is to
disconnect at the service tee, leaving the abandoned service in the ground. Service retirements
occur only when the abandoned service line must be removed from the ground due to safety
reasons and this practice represents only a small sub-set of service abandonments.

Service Lines Removals Met Additions

Additions™® (Abandonments) |{Additions-Abandonments)
2008 13,539 3,939 9,600
2009 9,278 3,528 5,750
2010 11,782 3,987 7,795
2011 10,213 4,012 8,201
2012 10,545 4,039 6,506
2013 9,495 3,670 5,825
2014 10,728 3,912 6,816
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1 6.0 Reference: FORECASTING ACCURACY

2 Exhibit B-3, BCUC 1.4.2, 1.4.3

3 Use per customer — consumption credits

4 In response to BCUC IR 1.4.2 FEI explains that the “...return rate from customers

5 responding to the mail out surveys is approximately 17%. ...Less than five percent (5%)

6 of the housing stock changes every two years on average. Even if renovation activity is

7 taken into account, it is not likely that the bulk of the housing stock would change

8 materially enough to affect REUS results.”

9 In response to BCUC IR 1.4.3 FEI explains that “...the Company adds approximately
10 10,000 to 15,000 new customers per year...” and the “...REUS does not have the
11 capability to determine the new customer average consumption per appliance...”

12 6.1 Please provide the number of new customers FEI added in the last five years.
13
14  Response:
15 FEIl interprets this to be a request for gross customer additions rather than net customer
16  additions (which is the net change in the total number of customers). Gross customer additions
17  are not the same as service line additions, which will be a subset of gross customer additions.
18 The data below represents all new customer additions associated with mains, services and
19 meters installed from 2010 and 2014 and included as part of the Rate Impact analysis.
Year Customer Count

2010 14,607

2011 13,616

2012 13,429

2013 12,213

2014 14,044
20
21
22
23
24 6.2 Please provide the number of new customers that were added in the last five
25 years that FEI would expect to respond to the REUS on average.
26
27 Response:
28 BCUC IRs 2.6.2 through 2.6.6.1 are all based on the premise that using the consumption of new
29 customers in the MX Test would be fair and reasonable, which FEI believes is an erroneous
30 premise. FEI confirms that the REUS could be modified to provide results that could help FEI
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1 estimate new customer average consumption; however, the Company does not believe it would

2 be appropriate or fair to use the consumption of new customers in the MX Test without off-

3 setting changes to either the revenue margin or the PI thresholds. Further, there would be

4  incremental costs to gathering the new customer consumption data and limitations in the

5 forecasting accuracy. Please refer to the responses to BCUC IRs 1.35.3 and 2.18.3 for FEI's

6  views on the use of consumption in the MX Test.

7  Notwithstanding the premise of the requests, FEI has provided responses to this series of

8 questions.

9 Sampling for the REUS is designed to provide for a large enough sample to allow for analysis at
10 a regional level plus additional analysis at the appliance level. The sample is randomly drawn
11 from the Customer Information Systems. To qualify to be a part of the survey, a customer must
12  have 24 months of consecutive billing for the premise with the same account owner. This
13  proviso allows for a Conditional Demand Analysis (CDA) which provides a statistically based
14  breakdown of overall household consumption of natural gas by appliance type. This means that
15 homes attached in the previous two years are not included in the sample. The table below
16 illustrates the 2012 REUS sample plan, target response rate and estimated accuracy
17  confidence interval by FEI region.

Table 1: Proposed Sample Plan — 2012 REUS

Estimate of
Cormpary | FEl Region Qop;:)tion Qﬁ:fg:ire ;;Zo:;rz ;%pzer;e SA;;E::?.{.
Interval
FEI Lower Mainland / FraserValley 530,000 7200 16% | 1,250 | 2%
FEI za"“’”“'e""‘"’"d/ Susiing 90,000 3,700 27% | 1,000 3.1%
ot

FEI Interior/ Columbia 230,000 | 3,125 24% 750 3.6%

FEI Whistler 2,300 2,300 13% 300 5. 2%

FEI | Fort Nekon 1,300 1,900 15% 300 | S&%

FBC | Direa — Electric Only 99,000 2,900 24% 700 | 3%

FBC | Indireat — ElearicOnly 44,000 2,900 24% 700 | 37

I | Total 997,200 24,625 20% | S000 | 14

"Bazed on theamumption that SO of the target popubtion & not a FElcustomer.
18
19
20 Consistent with the Rate Impact Analysis, for this response the Company regards a new
21  customer to be one that connected between 2008 — 2014. Assuming that the 2015 survey will
22 be similar to the 2012 survey with a similar sample plan as that provided above and a similar
23 response rate, the Company would expect 210"° responses from ‘new’ customers connected

> Based on a 2014 residential customer YE count of 875,000 including 53,971 residential customers added

during the period 2008 — 2014 which meet the billing criteria of 24 months continuous billing. This
represents 6.168% of total customers. Assuming the same number of responses as the 2012 survey and an
even distribution of responses we would expect approximately 210 responses from new customers.
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1 from 2008-2014, which is not a statistically significant sample. As the table indicates, the
2  current method provides for a confidence interval of 1.4%. In order for the Company to achieve
3  this same confidence interval for new customers, there would need to be 4,600 responses,
4 chosen from the total population of new residential customers connecting from 2008 — 2014 of
5 76,560 as indicated in response to BCUC IR 2.30.5.
6
7
8
9 6.3 Please confirm that FEI would expect the number of new customers that were
10 added in the last five years and responded to the REUS to be a statistically
11 significant sample size. If not confirmed, please explain why not.
12
13 Response:
14  Please refer to the response to BCUC IR 2.6.2.
15
16
17
18 6.4 Please confirm, otherwise explain, that the REUS could be modified to provide
19 results that could help FEI estimate new customer average consumption.
20
21 Response:
22  As discussed in the response to BCUC IR 2.6.2, FEI confirms that the REUS could be modified
23  to provide results that could help FEI estimate new customer average consumption; however,
24  the Company does not believe it would be appropriate or fair to use the consumption of new
25 customers in the MX Test without off-setting changes to either the revenue margin (increase) or
26  the PI thresholds (decrease). Please refer to the responses to BCUC IRs 1.35.3 and 2.18.3 for
27  further discussion on the use of consumption in the MX Test.
28
29
30
31 6.5 Please confirm, otherwise explain, that the REUS could be modified to provide
32 results that could help FEI estimate new customer average consumption per
33 appliance.

34
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1 Response:
2 The response to BCUC IR 1.4.3 describes how the new customer average consumption per
3 appliance could be acquired, including a discussion on how the REUS could be modified, the
4  addition of customer site-visits and the implementation of appliance sub-metering, and
5 discusses the merits and practical challenges associated with each method. Although the
6 REUS could be maodified to provide results that could help FEI estimate new customer average
7  consumption per appliance, as discussed in BCUC IR 2.6.2 the Company does not believe it
8 would be appropriate or fair to use new customer consumption per appliance in the MX Test
9 without off-setting changes to either the revenue margin (increase) margin or the Pl thresholds
10 (decrease). Please refer to the response to BCUC IR 2.18.3 for explanation of why the Pl would
11  have to be adjusted.
12
13
14
15 6.5.1 If confirmed, please explain how FEI could modify the REUS to obtain
16 this information. For instance, could FEI design the REUS questionnaire
17 to include questions such as: Does the customer reside in a home that
18 was built in the last 5 years? What gas appliances do they have? How
19 do they use those appliances?
20
21 Response:
22  Please refer to the response to BCUC IR 2.6.5.
23
24
25
26 6.5.1.1 What benefits and costs could result from acquiring this
27 additional information? For instance, could knowing the new
28 customer consumption support optimizing main and service
29 line design? Please explain.
30
31 Response:
32  Please refer to the response to BCUC IR 2.6.5.
33
34

35
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1 In response to BCUC IR 1.4.5 FEI provides a table of forecast Pls for the top 5 main
2 extensions for FEI and FEVI using 2008 and 2012 REUS data.
3 6.6 Please add three columns to this table: one based 2002 REUS data, one for the
4 difference between 2002 and 2008 and one for the difference between 2002 and
5 2012. Please provide comment.
6
7 Response:
8 The updated table is provided below. The Company acquired FEVI (Centra Gas) in 2002 so it
9 was not included in the REUS at that time; therefore Pls could not be re-calculated for the FEVI
10  main extensions based on the 2002 REUS.
1 Main Extension 2. Forecast Pl Using 2002 3. Forecast Pl Using 4. Forecast Pl Using 2012 Difference (3-4) | Difference (2-3) | Difference (2-4)
) REUS 2008 REUS REUS
Maclure Road - 5550003872 - LML 1.89 198 178 0.20 -0.09
244 Avenue - 5550006721 - LML 1.00 1.00 0.95 0.05 0.00
FEI Predator Ridge Drive - 5550007707 - COL 0.80 0.80 0.67 0.13 0.00
Highland Drive - 5550008051 - LML 1.04 1.07 0.88 0.19 -0.03
Plateau Drive - 5550008847 - LML 0.88 0.84 0.87 -0.03 0.04
Stamp Way - 5550007879 - VI 0.80 0.70 0.10
Westwood Road - 5550008861 - VI 0.91 077 0.14
FEVI East Saanich Road - 5550008872 - VI 0.88 0.72 0.16
Road A - 5550009123 - VI 0.87 0.61 0.26
11 Howard Avenue - 5550009619 - VI 159 155 0.04
12 The Company has added the data above and notes that the change from the 2002 REUS
13  appliance consumption credits to the 2012 REUS appliance consumption credits resulted in a
14 9% average decrease in Pls, while the average variance was less than 1% when comparing the
15 2002 REUS to the 2008 REUS. These results show how in the recent past (2008 to 2012), the
16  REUS is reflecting the overall decline in the use per customer of FEI's existing customers. The
17  Company expects subsequent REUS studies to reflect the changing consumption patterns of its
18 new customers and their impacts on the overall system average consumption. Although the
19 Company expects the consumption of new residential customers to continue to decrease over
20 time, the magnitude of the decrease would be bound by the efficiency level of the appliances
21  and homes on the market. For example, the majority of gas appliances are already above 95%
22  efficiency. Therefore, the change in a 95% efficient furnace to a 98% would have a relatively
23  small impact on the appliance consumption in future REUS studies. The Company also expects
24  future REUS studies to reflect the changing demographics of its customer base. For instance,
25 the usage from a gas hot water tank has increased from 21 GJs to 30 GJ when comparing the
26 2002 and 2012 REUS studies due to changing household demographics.
27  Thus, while the consumption of new customers is going to differ from the average consumption
28 credited in the test, the average is incorporating trends in declining consumption over time. It
29 remains a reasonable input, both in light of the purpose of the input (consumption credit) and
30 due to the challenges associated with fine tuning the information.
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1

2

3

4 6.6.1 What difference would FEI expect between 2012 and 2016 (i.e. the next
5 REUS results)?

6

7 Response:

8 Please refer to the response to BCUC IR 2.6.6.



FortisBC Energy Inc. (FEI or the Company) Submission Date:

( FORTIS y 2015 System Extension Application (the Application) November 13, 2015
<< BC Response to British Columbia Utilities Commission (BCUC or the Commission) Page 42
Information Request (IR) No. 2 9
1 70 Reference: SECURITY AND EXISTING RATEPAYER PROTECTION
2 Exhibit B-3, BCUC 1.9.1, 1.9.2, 1.9.3
3 Security policies
4 In response to BCUC IR 1.9.1 FEI explains it has no specific threshold for requiring
5 security. In response to BCUC IR 1.9.2 and 1.9.3 FEI provides the amounts and number
6 of times security was required.®
7 7.1 If FEI had to select a threshold where security is required, what would FEI
8 propose that threshold to be and why?
9
10 Response:
11  As discussed in the response to BCUC IR 1.9.1, the Company has an effective process to
12  determine the financial viability of all main extensions and there is no indication that changes to
13  FEI's current security practices are required. Therefore, FEI does not believe that a specific
14  threshold for security for main extensions is warranted. It could be counterproductive if it deters
15  profitable mains.
16  Given that the average extension is $11,600 and 97% are less than $50,000, any threshold
17 imposed that would routinely require security for extensions would be inefficient and
18 unnecessary as FEI's current practices already consider security requirements for larger mains
19 onan case by case basis.
20
21
22
23 7.2 Please explain how FEI accounts for security.
24
25 Response:
26 In the event that FEI determines that security is warranted, the funds are held in a separate
27  account until they are returned to the customer as required.
28

% Exhibit B-3, BCUC IR 1.9.1-1.9.3.
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1 B. CONSISTENCY WITH BCUC GUIDELINES

2 80 Reference: CONSISTENCY WITH OTHER BC UTILITIES

3 Exhibit B-3, BCUC 1.13.4.2

4 Expected average service life of meters

5 In response to BCUC IR 1.13.4.2 FEI provides the expected average service life of

6 FortisBC Inc.’s (FBC) distribution services, line transformers, poles, towers and fixtures.

7 8.1 Please also provide the expected average service life of FBC’s smart meters.

8

9 Response:
10  The approved service life of FBC’s smart meters is 20 years.
11 As stated in the response to BCUC IR 1.13.4.2, “...FEI's main and service assets are not
12  comparable to similar assets of FBC and BC Hydro, since they are electric utilities.” Although
13  FEl's meters generally have a similar life to electric meters, the life of smart meters for electric
14  utilities should not be a consideration in assessing the benefits that accrue to FEI customers
15  over the life of its main extensions.
16
17
18
19 8.2 Please confirm, otherwise explain, that BC Hydro and FBC use nearly identical
20 smart meters.
21
22 Response:
23  Confirmed.

24



((< FORTIS BC*

a b~ WN PP

© 00N

10

11
12
13
14

15
16
17
18
19
20
21

22
23

24
25

26
27
28
29

30
31
32
33
34
35

FortisBC Energy Inc. (FEI or the Company) Submission Date:
2015 System Extension Application (the Application) November 13, 2015

Response to British Columbia Utilities Commission (BCUC or the Commission)
Information Request (IR) No. 2

Page 44

9.0 Reference: REPORTING

BCUC Utility System Extension Guidelines, section 4.1, p. 12;
Exhibit B-5, BCSEA IR 1.12.1

EES Rate Impact Analysis

Page 12 of the BCUC Utility System Extension Guidelines states:

Therefore, the Commission recommends that the Utilities develop a DCF based
system extension test and submit it to the Commission. The Commission also
recommends that, insofar as is practical, the analysis of system extensions be
based on full incremental costs and benefits.

In BCSEA IR 1.12.1, FEI states:

9.1

Response:

FEI agrees that an ex post facto analysis aimed at determining whether system
extensions are balancing the interests of existing and new customers is
appropriate. Thus, the Company has proposed a periodic ex post facto analysis,
the Rate Impact analysis, to achieve this. [Emphasis added]

The FEI proposal to use the EES Rate Impact analysis periodic ex post facto
analysis appears to be inconsistent with the BCUC Utility System Extension
Guidelines recommendation that the analysis of system extensions be a DCF
based system based on full incremental costs and benefits. Please explain why
or why this is or is not inconsistent.

FEI respectfully disagrees with the suggestion that there is an inconsistency. The excerpt from
the System Extension Guidelines quoted above discusses two items.

o The first is the use of an ex ante DCF based system extension test. FEI has an ex ante
DCF based system extension test.

e The second is an analysis that is based on full incremental costs and benefits. It is
unclear whether this statement refers to the test itself or the analysis of main extensions
at an overall level. Regardless, both FEI's MX Test and the Rate Impact Analysis are
based on full incremental costs and benefits.

When considering the “analysis” aspect of the quoted guideline, the Rate Impact analysis
should be preferred over the current annual reporting required by the Commission. The Rate
Impact analysis examines the actual incremental costs and benefits over a period of time long
enough to take into account expected variations from forecast. As discussed in the response to
BCUC IR 2.1.2.1, the Rate Impact analysis could also be viewed as an actual Pl since it
considers the actual incremental revenue and costs of system extensions. This approach is
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1 consistent with the remaining section of the quote provided above, which is from page 12 of the

2  System Extension Guidelines:

3 “Moreover, in reviewing system extension filings, the Commission will consider the time

4 period of the analyses and the extent to which the costs of a system extension are

5 allocated to those customers who cause them”

6

7 The Rate Impact analysis also provides an indication of whether or not the actual costs of

8 system extensions are allocated to the customers who cause them. In contrast, one of the

9 limitations of the Commission’s recent annual reviews of system extension filings is that the time
10 period has been too short to garner any meaningful insights to evaluate system extension
11 policy. Additionally, current review practices do not take into account the actual incremental
12  costs and benefits, rather, the Company is required to re-run MX Tests using re-forecasts of the
13  costs and revenue. Ultimately, the re-running of the MX Tests does not yield an “actual PI” at
14  all’’ and cannot be used to assess cost allocation practices. Finally, the DCF based MX Test is
15 not appropriate to perform an ex post analysis of cost allocation.
16  Regarding annual (compliance) reporting, the relevant guideline is found on page 16, where
17  Utilities are permitted to choose the level of aggregation deemed appropriate for annual
18 reporting:
19 “For the purposes of annual statement filing, the Utilities initially may choose the level of
20 aggregation they deem appropriate. The extent of aggregation will depend on the
21 projects planned by each utility in a given year.”
22
23 Furthermore, one of the key recommendations of the Core Review was the need to ensure the
24 necessity and usefulness of compliance reports:
25 “The BCUC should make additional efforts to ensure all compliance reports are
26 necessary and useful, and eliminate the reporting requirement for those that are not.
27 The BCUC should place more responsibility on regulated entities to report, on an
28 exception basis, deviations from forecasts that could affect costs and rates, instead of
29 routine reporting.”™®
30
31  Consistent with the spirit of the Core Review, FEI's proposed annual MX reporting will maintain
32 an appropriate level of oversight and provide more meaningful information, while reducing the
33  cost and the administrative burden associated with the current reporting regime.
34

Y BCUCIR 1.7.2.
18 Application, p. 42.
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1 C. SYSTEM EXTENSION FUND
2 10.0 Reference: SYSTEM EXTENSION POLICY REVIEW
3 Exhibit B-3, BCUC IR 1.3.4,1.10.2.1, 1.11.1
4 Contribution in aid of construction (CIAC) and System Extension
5 Fund (SEF)
6 In BCUC IR 1.3.4, FEI provides the number of main extensions completed from 2008 to
7 2014 by FEI and FEVI respectively.
Total Main Total Main
Extensions Extensions
for FEI For FEVI
2008 837 435
2009 505 248
2010 462 245
2011 545 221
2012 486 173
2013 433 203
2014 459 240
Total 3,727 1,765
8
9 The average number of annual main extensions is 785 for FEI and FEVI combined. If the
10 maximum SEF contribution per customer is $10,000, then there will be at least 100
11 mains eligible based on the proposed $1,000,000 SEF per year.
12 In BCUC IR 1.10.2.1, FEI indicates that the average contribution for refundable mains
13 over the past few years has been approximately $5,000. FEI does not know how many
14 customers would apply to the SEF, so it cannot speculate on whether or all customers
15 who apply would receive some level of funding.
16 In BCUC IR 1.11.1, FEI states that “The vast majority of CIAC was collected from
17 builders and developers.”
18
19 10.1 Based on historical data, please provide the CIAC distribution breakdown
20 between builders/developers vs. homeowners.

21
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1 Response:
2 The CIAC received by builders/developers and homeowners for main extensions installed
3 between 2008 and 2014 is provided below. $2.5 million out of $3.9 million was received from
4 builders/developers.
Customer Type Sum of Total CIAC
Builder/Developer S 2,462,876.3
Homeowner 5 1,432,487.7
2008-2014 Main Extension CIAC Distribution Breakdown
m Builder/Developer = Homeowner
5
6
7
8
9
10 10.2 Assuming that at least 100 main extensions are SEF eligible and that FEI builds
11 an average of 785 main extensions per year, is it correct to say that
12 approximately 1 in 8 mains would be expected to receive some level of SEF
13 funding?
14
15 Response:
16 Inthe Application, the Company has not provided a forecast of the number of eligible customers
17  nor the likely uptake of the SEF due to the difficulty of providing an accurate estimate. Instead,
18 FEI has compared the SEF to BC Hydro’s Uneconomic Fund to illustrate how this type of fund
19  may be utilized when eligible customers are making an energy decision. FEI has also mitigated
20  the risk to existing customers related to any potential under-utilization.
21 It could be assumed that 1 in 8, or a maximum of 1 in 2, mains will be SEF eligible as suggested
22 in this question or in BCUC IR 2.10.3. In fact, the actual eligibility will vary from any
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1 mathematically-derived number due to other criteria such as the program being designed for
2 less densely populated communities and access being limited to homeowners. Ultimately, the
3 accuracy of any SEF eligibility estimate is limited since FEI is not able to predict how many
4  projects that did not proceed in the past due to a prohibitive CIAC would have gone forward with
5 access to the SEF.
6  Similarly, the Company is not able to accurately forecast how many projects are expected to
7  receive SEF funding nor the level of SEF funding uptake. The SEF will be a new offering for
8 natural gas customers in British Columbia and its adoption will be affected by a number of
9 variables. The $1 million SEF is designed to be proportionally equivalent to BC Hydro’s $1.5
10  Uneconomic fund. Upwards of 99% of the $1.5 million available in BC Hydro’s fund has been
11 accessed by electricity customers suggesting that there is potential for 99% of the $1 million
12  SEF to be utilized. Regardless of the expected level of SEF utilization, FEI has proposed that
13  any used portion of the $1 million would not be carried over to subsequent years so any risk to
14  existing customers of under-utilization is mitigated.
15
16
17
18 10.2.1 Please also estimate the level of SEF participation in consideration of
19 the distribution between homeowners vs. developers/builders.
20
21 Response:
22  Please refer to the response to BCUC IR 2.10.2.
23
24
25
26 10.3 Is it likely that 1 in 2 mains, or 50 percent of mains, will be SEF eligible if the
27 average contribution for refundable mains over the past few years cost around
28 $5,0007? (l.e. $1,000,000 divided by $2,500 assistance equals 400 SEF grants,
29 then divided by approximately 800 mains per year). In other words, based on the
30 past few years’ average, would 400 SEF grants be a reasonable estimate?
31 Please also estimate the level of SEF participation in consideration of the
32 distribution between homeowners vs. developers/builders.
33
34 Response:
35 Please refer to the response to BCUC IR 2.10.2.

36



FortisBC Energy Inc. (FEI or the Company) Submission Date:
2015 System Extension Application (the Application) November 13, 2015
& FORTIS sC . el —
Response to British Columbia Utilities Commission (BCUC or the Commission) Page 49
Information Request (IR) No. 2 9
1 11.0 Reference: SYSTEM EXTENSION POLICY REVIEW
2 Exhibit B-3, BCUC IR 1.10.2, 1.10.2.1, 1.13.1
3 System economic fund amount — contribution in aid of construction
4 In BCUC IR 1.10.2, FEI provides the total CIAC amounts for all main extensions installed
5 between 2008 and 2014 by FEI and FEVI respectively.
ML Y Total Contributions | FEl Contributions | FEVI Contributions
ear Received Received Received
2008| 5 539,051 | § 435,727 | 5 103,224
2009] 5 479,393 [ 5 368,955 | 5 110,437
2010( $ 394,528 | § 292,231 | $ 102,297
2011 5 629,518 | § 523,062 | § 106,456
2012| 5 639,581 | § 445312 | § 193,270
2013| 5 525,679 | § 432,673 | 5 93,006
2014| 5 686,714 | § 623,689 | 5 63,025
5 Total| 5 3,805,364 | 5 3,123,649 | 5 771,715
7 In BCUC IR 1.10.2.1, FEI explains that it does not have data on those customers who,
8 after being made aware of a required CIAC, decided to not attach to the system. Thus,
9 the actual CIAC amounts collected by the Companies since 2008 as provided in the
10 response to BCUC IR 1.10.2 are reflective of those customers that were able to afford
11 the up-front contribution and proceeded with the main extension. FEI does not know how
12 many customers would apply to the SEF.
13 In BCUC IR 1.13.1, FEI states that “The proposals, except the discontinuance of the
14 energy efficiency credits, would have the effect of lowering the CIAC.”
15 11.1 The proposed SEF pays 50 percent of the CIAC for the project. If the
16 Commission decides to align the SEF to reflect 50 percent of the average annual
17 CIAC contribution to approximately $278,240 (or $300,000), would this be a
18 reasonable amount based on historical CIAC? Please estimate the rate impact to
19 customers if $300,000 is approved.
20

21 Response:

22  FEI believes it is more fair and reasonable to align the SEF with the size of BC Hydro’s
23 Uneconomic Fund. Designing the SEF to reflect historical CIAC values is not appropriate as
24 this methodology would not take into account the customers that have historically opted against
25  the use of natural gas due to a prohibitive CIAC (i.e. the customers likely to access the SEF
26  would not be accounted for). Further, a value such as $300 thousand based on historical
27 behavior could result in under-funding of the SEF; therefore, the Company continues to believe
28 that a System Extension Fund of $1 million is appropriate.
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1 Nevertheless, to perform the rate impact as requested, the Company has assumed a cost to the
2  customers of $300 thousand in the form of a System Extension Fund. This value was then
3 added to the existing Rate Impact model included in the Application as an additional cost and
4  resulted in a maximum rate impact of $0.0002/GJ.
5
6
7
8 11.2 How does the $1 million SEF take into account FEI's proposed MX Test changes
9 as stated in BCUC IR 1.13.1? Please specify for each component in accordance
10 with FEI's proposals.
11
12 Response:
13  The information request appears to incorrectly reference BCUC IR 1.13.1; that response does
14  not address FEI's proposed MX Test changes.
15 There is no direct, quantifiable link between the amount of the SEF being proposed and the
16  other proposals. The $1 million SEF level was designed to be proportionally similar to BC
17  Hydro’s $1.5 million Uneconomic fund. The SEF is being introduced in conjunction with the
18 proposed changes to the MX Test to promote energy choice for British Columbians, consistent
19  with the Guiding Principles developed with stakeholders. FEI considers the SEF amount to be
20 reasonable irrespective of the other proposals.
21
22
23
24 11.2.1 If the effect of lowering the CIAC is not taken into account, how much
25 SEF reduction is warranted? Please specify for each component in
26 accordance with FEI's proposals.
27
28 Response:
29  Please refer to the response to BCUC IR 2.11.2.

30
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1 12.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-1, Appendix A, EES Report, p. 19; Exhibit B-3, BCUC IR

3 1.10.2.1, 1.16.1, 1.32.7; Exhibit B-6, CEC IR 1.45.4

4 System economic fund amount — comparison with BC Hydro

5 In BCUC IR 1.16.1, FEI states:

6 ... BC Hydro’s mid-year distribution rate base for 2015 is approximately $4.37

7 billion. The size of BC Hydro’s Uneconomic Extension Fund (UEA) is $1.5

8 million, which equals approximately 0.03% of its distribution rate base.

9 FEI's comparable distribution rate base is approximately $1.98 billion for 2015. If
10 using the exact portion (i.e. 0.03% of the distribution rate base), the size of the
11 fund for FEI would be approximately $0.7 million. The Company’s proposal for an
12 SEF of $1.0 million is to ensure that the size of the fund is sufficient to meet the
13 potential demands from customers, particularly from customers remotely located.
14 Exhibit B-1, on page 19 of the EES Report, it states that BC Hydro’s Uneconomic Fund
15 is “aimed at individual customer connections, typically in more rural areas, and does not
16 apply to new housing developments.”

17 Based on Exhibit B-3, BCUC IR 1.10.2.1, IR 1.32.7.1 and Exhibit B-6, CEC IR 1.45.4,
18 Commission staff compiled the following comparison table:
FortisBC Energy BC Hydro Percentage
Inc. (2) proportion
(1) FEI vs. BC Hydro
1)/(2)
(A) Average $11,600 $23,345 49.69%
extension costs
(B) Average annual $5,000 $14,105 35.45%
CIAC
CIAC percentage of 43.10% 60.42%
extension costs
(B)/(A)
Source: Exhibit B-3, BCUC IR 1.10.2.1, IR 1.32.7.1; Exhibit B-6, CEC IR 1.45.4
19
20 12.1 Please confirm, otherwise explain, that the comparable distribution rate base that
21 FEI refers to does not include transmission pressure pipelines, stations and other
22 assets.
23

24 Response:

25 Confirmed.
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1
2
3
4 12.1.1 If not confirmed, please provide FEI's distribution rate base without
5 transmission pressure pipelines, stations and other assets, and provide
6 the amount of a commensurately reduced SEF.
-
8 Response:
9 Theresponse to BCUC IR 2.12.1 is confirmed.
10
11
12
13 12.2 Please restate the $0.7 million SEF figure in BCUC IR 1.16.1 using four decimal
14 places.
15
16 Response:
17  The $0.7 million SEF figure provided in response to BCUC IR 1.16.1, restated using four
18 decimal places equals $0.6796 million.
19
20
21
22 12.3 What is the customer rate impact if the Commission approves a $0.7 million SEF
23 using a rate base comparison approach?
24
25 Response:
26  Using the Rate Impact Analysis, a fully subscribed $700 thousand System Extension Fund
27  would result in a rate impact of $0.0005 / GJ.
28
29
30
31 12.4 Since BC Hydro’s $1.5 million UEA is aimed at customers in more rural areas
32 (EES Report, p. 19), would it be considered double counting if an additional $0.3
33 million is allocated to FEI to account for remotely located customer demands?

34



FortisBC Energy Inc. (FEI or the Company) Submission Date:

2015 System Extension Application (the Application) November 13, 2015
@& FORTISBC —— S e PR —
ponse to British Columbia Ut_|||t|es Commission (BCUC or the Commission) Page 53
Information Request (IR) No. 2
1 Response:
2  For clarification, in determining the $1 million SEF proposal, the Company did not size the SEF
3 relative to the exact proportion of BC Hydro’s UEA to distribution rate base ratio and then
4  specially allocate an additional $0.3 million to the fund to account for remotely located customer
5 demands. The $1 million SEF is sized equivalent to two thirds the size of BC Hydro’s $1.5
6 million level, to reflect that the Company has a smaller service territory, a smaller number of
7  new customers added annually and a smaller distribution rate base.
8 Similar to the UEA, the SEF is aimed at customers in more rural/less densely populated areas.
9 All of the funds available through the SEF are intended to alleviate the barrier of CIAC for all
10 eligible customers and to provide greater consistency with the common rate approach for FEI's
11 service area, as indicated in Section 4.3.2 of the application. For this reason, the Company
12  does not believe any issue of double counting exists.
13
14
15
16 12.4.1 To make the SEF more comparable with the BC Hydro UEA, should the
17 SEF be limited to FEI's rural homeowners/customers only? Why or why
18 not?
19
20 Response:
21 The SEF was designed based on BC Hydro’s UEA and should not be limited to FEI's rural
22  homeowners/customers. Like the BC Hydro UEA, the SEF is intended to provide financial
23  assistances toward the cost of connecting homes to the Company’s distribution system where
24 infrastructure does not currently exist, which would typically occur in less densely populated
25 areas. Eligibility to access the UEA outlined in Section 8.8 of BC Hydro’s Electric Tariff are
26  based on criteria that are similar to that proposed by FEI and does not limit access to the UEA
27 based on area of residence. Restricting eligibility of the SEF to FEI's rural homeowners /
28  customers would therefore have the effect of making the SEF less comparable with the UEA.
29
30
31
32 12.5 Please confirm the Commission staff comparison table is accurate. If not, please
33 correct.
34
35 Response:
36  Confirmed.
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1

2

3

4 12.5.1 FEI's average extension cost is approximately one-half of BC Hydro’'s

5 cost. Is it fair to say that the SEF could reasonably be one-half of BC

6 Hydro’s UEA which is $750,000? Please correct this calculation to

7 reflect any adjustments to the Commission staff table above.

8

9 Response:
10  This response also addresses BCUC IR 2.12.5.2.
11  The proposed size of the SEF of $1 million is unrelated to the actual CIAC collected or the
12 average extension cost incurred for completed main extensions in a given year, and the
13 Company believes that the size of the fund should not be based on the relation of these
14  elements to that of BC Hydro. As explained in response to BCUC IR 2.15.5.3, the average
15 extension costs incurred and average CIACs received as shown are the result of existing
16  policies at each utility for system extensions that proceeded, which do not accurately depict the
17  circumstances faced by the customers that the SEF is intended to assist. These amounts also
18 do not reflect the relative size of the utilities or indicate what an appropriate size of a fund
19  should be.
20 As indicated in Section 4.3.2 of the Application, the $1 million SEF is sized equivalent to two
21  thirds the size of BC Hydro’s $1.5 million level, to reflect that the Company has a smaller service
22  territory, a smaller number of new customers added annually and a smaller distribution rate
23  base. Given the minimal impact on rates, forecast to be $0.0007 per GJ (rounded to $0.001 per
24 GJinthe Application and assuming that the fund will be fully subscribed), the Company believes
25 that a $1 million SEF is a reasonable and appropriate amount that will ensure that the size of
26  the fund is sufficient to meet the potential demands from customers, particularly from customers
27  that are remotely located.
28
29
30
31 12.5.2 FEl's average annual CIAC is approximately one-third of BC Hydro’s
32 average annual CIAC. Thus, is it fair to say that the SEF could
33 reasonably be one-third of BC Hydro’s UEA which is $500,000? Please
34 correct this calculation to reflect any adjustments to the Commission
35 staff table above.

36
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1 Response:

2  Please refer to the response to BCUC IR 1.12.5.1.

3

4

5

6 12.5.3 Considering BC Hydro on average requires CIACs that are 60% of the

7 average extension cost, and FEI on average requires 43%, why does

8 FEI consider it appropriate for the Commission to approve a SEF that

9 may further reduce the customer’s anticipated CIAC?
10
11 Response:
12  The Company believes it is appropriate for the Commission to approve the SEF to help alleviate
13 the barrier of CIAC for some customers and provide greater consistency with the common rate
14  approach for FEI's service area.
15 No conclusion on the size of a SEF can be drawn by comparing the ratio of CIAC to extension
16  costs. Electricity is a not optional for customers and as such when presented with a CIAC it is
17  more likely that a customer will accept the CIAC and connect. Gas is optional and as a result,
18 when presented with a CIAC, the customer may opt to not connect. The comparison in the
19 question does not take into account those customers who did not attach when required to pay a
20 CIAC and as such it is not possible to compare the CIAC/extension cost ratio of the two utilities.
21  Put another way, the analysis provided in the table of the preamble does not accurately depict
22  the circumstances faced by the customers that the SEF is intended to assist. The analysis is
23  based on the average extension costs incurred and CIAC received by the Company and BC
24  Hydro for system extensions that proceeded. That is, system extensions where the required
25 CIAC did not serve as a barrier to connect.

26
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1 13.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-6, CEC IR 1.30.1

3 BC Hydro uneconomic fund

4 In CEC IR 1.30.1, FEI states: “FEI does not know the rationale used by BC Hydro in

5 determining the appropriate amount for its Uneconomic Fund at the time it was

6 developed.”

7 13.1 To the best of FEI's knowledge, please describe the origin of the BC Hydro

8 uneconomic fund, including the following: (i) rationale to establish BC Hydro’s

9 UEA, for example, was there a government directive that established BC Hydro’s
10 UEA? (ii) specific section of the Utilities Commission Act used to approve BC
11 Hydro’s UEA; and (iii) is BC Hydro’s UEA an evergreen fund or is there a
12 termination date?

13
14 Response:

15 Despite an extensive review of past regulatory proceedings, the Company was unable to
16  pinpoint the origins of BC Hydro’'s UEA and therefore cannot comment on the rationale for the
17  UEA or the specific section of the UCA used to approve it. To the best of the Company’s
18 knowledge, the UEA is an evergreen fund with no set expiration date.

19
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1 14.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-3, BCUC IR 1.15.1, BCUC IR 1.16.2; Exhibit B-6, CEC IR

3 1.20.1

4 Commission jurisdiction

5 In BCUC IR 1.15.1, FEI states:

6 The Company is applying for the updates to its system extension policies under

7 sections 28-30 and 59-61 of the UCA, including the establishment of the SEF.

8 These sections should be read together and therefore FEI believes that it is

9 appropriate to refer to all these sections when considering what section of the
10 UCA is applicable. FEI does not believe further precision is necessary, as FEI
11 believes that the Commission has the authority under sections 59-61 of the UCA
12 to approve the SEF. “Rate” is broadly defined under the UCA, which includes “a
13 rule, practice, measurement, classification or contract of a public utility or
14 corporation relating to a rate.” This definition is broad enough to capture the SEF.
15 In BCUC IR 1.16.2, FEI states:
16 The test in the UCA is whether there is “undue discrimination”. Rates will almost
17 always involve some degree of cross-subsidy or discrimination in the technical
18 sense because the cost to serve individual customers will almost always differ.
19 The question is whether the subsidy is “undue.” FEI believes that the System
20 Extension Fund is an appropriate rate mechanism. It is not unfair to existing
21 customer...
22 In CEC IR 1.20.1, FEI cites section 30 of the UCA:
23 Commission may order extension of existing service
24 30 If the commission, after a hearing, determines that
25 a. an extension of the existing services of a public utility, in
26 a general area that the public utility may properly be
27 considered responsible for developing, is feasible and
28 required in the public interest, and
29 b. the construction and maintenance of the extension will
30 not necessitate a substantial increase in rates
31 chargeable, or a decrease in services provided, by the
32 utility elsewhere,
33 the commission may order the utility to make the extension on
34 terms the commission directs, which may include payment of all or
35 part of the cost by the persons affected.
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1 14.1 Does FEI agree that the test under sections 28 through30 is a public interest test,

2 whereas the test under sections 58 through 61 is “not unjust or unreasonable”?

3

4  Response:

5 Agreed.

6

7

8

9 14.2 Is it FEI's position that the Commission can consider approval of the SEF using
10 both a public interest test and a “not unjust or unreasonable” rate test at the
11 same time? Why or why not?
12
13 Response:
14  FEl's position with respect to the approval of the SEF is set forth in Exhibit B-3, response to
15 BCUC IR 1.15.1, which is cited in the preamble. To elaborate, the “terms upon which the
16  commission directs” referenced in sections 29 and 30 may or may not be terms and conditions
17  of service that meet the definition of a rate. If those terms qualify as a rate, then the
18 Commission should only be implementing terms that are also just and reasonable. The SEF
19 and its implementation affect how much a customer will pay for service, and is thus a “rate”
20  construct under the definition of the UCA.
21
22
23
24 14.3 FEI believes that the Commission has the authority under sections 59 through 61
25 of the UCA to approve the SEF. In FEI's view, is section 30 of the UCA more
26 appropriate to consider the SEF? Why or why not?
27
28 Response:
29  All of these sections should be considered. Please refer to the response to BCUC IR 2.14.2.
30
31
32
33 14.4 If the Commission approves the SEF as a rate under sections 59 through 61 of
34 the UCA, is a tariff or rate schedule required?

35
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1 Response:
2  FEI believes that if the Commission were to approve the SEF as a rate under sections 59
3  through 61 of the UCA, then a tariff or rate schedule is required. In Appendix E of the
4  Application, FEI filed proposed amendments to the FEI General Terms and Conditions, which
5 includes (along with other proposed amendments), a new definition for the System Extension
6 Fund and a new section 12.11, entitled System Extension Fund, which provides the proposed
7 terms and conditions for the SEF. FEI believes that the proposed amendments to the FEI
8 General Terms and Conditions as outlined in Appendix E of the Application meets the
9 requirements of the UCA.
10
11
12
13 14.5 FEI submits that rates will almost always involve some degree of cross-subsidy
14 or discrimination in the technical sense because the cost to serve customers will
15 differ. However, is it fair to say that the SEF is an optional policy decision to
16 subsidize between existing utility customers and new customers?
17
18 Response:
19  FEI will approach this response by dealing first with the reference to “optional policy”, and then
20 dealing with the “subsidize” point.
21  FEl interprets the “optional policy” to mean that the SEF is a policy that the Company does not
22 have to implement. FEI agrees that the Company is only putting forward the SEF because it
23  believes it is the right thing to do from a policy perspective, and not because it is legally
24  obligated to do so. Utility services are often “optional”, but they are offered or implemented
25  because they are in the public interest or are otherwise the right thing to do from the perspective
26  of the utility and its customers. Biomethane service is an example of a service offered by FEI
27  thatis not “essential” for the public to obtain energy from FEI, but is a good idea nonetheless.
28 This is consistent with the whole concept of utility rates being regulated (as opposed to
29 legislated or otherwise prescribed). Bonbright emphasizes that the role of proposing rates is in
30 the hands of the utility, within the bounds of the statutory test:
31 It is a general doctrine of American law, almost universal in its application to public utility
32 companies operating under special franchises or “certificates of public convenience and
33 necessity” that these companies are under a duty to offer adequate service under
34 ‘reasonable” (or “just and reasonable”) rates. In addition the governing state and
35 Federal statutes require that in its rates of charge as well as in its supply of services, a
36 company must avoid “unjust” or “undue” discriminations or preferences among
37 consumers. But the rule against undue discrimination is a mere extension of the
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1 mandate of reasonable pricing to reasonable price relationships and it need not be
2 distinguished for present purposes.
3 A full treatment of the import of the legal rule of “reasonableness” as applied to utility
4 rates would go far beyond the scope of this study. But certain elements of this principle
5 are fairly elementary. In the first place, the law of public utility rates is, for the most part,
6 a law of rate requlation. Instead of prescribing a complete set of measures of rates, it
7 leaves primary responsibility for rate making policies for management of the enterprise,
8 private or public, so long as management keeps within public-interest or consumer-
9 interest considerations. (Bonbright, 1% Ed., p.33-34; emphasis in original)
10
11  The question of whether or not a provision is necessary has no bearing on whether it is unduly
12  discriminatory. Undue discrimination is defined by whether or not distinctions among similarly
13  situated customers are determined by the Commission to be “undue”.
14 With respect to the subsidy point, the SEF involves customers generally offsetting a portion of
15 the CIAC otherwise payable. In economic terms, this is subsidization (albeit lawful
16  subsidization) to the extent that the resulting revenues do not offset the benefit conferred by
17  existing ratepayers. However, the italicized caveat is important because even the notion that an
18 economic subsidy exists in the case of the SEF is not a given. Mains supported by the System
19  Extension Fund could well provide a net benefit to existing customers over the life of the main,
20 asdiscussed in the response to BCUC IR 1.16.2. In such circumstances, the SEF amounts to a
21  form of financing, rather than a subsidy, which is consistent with MX Guideline 9a (p. 33):
22 “9. Alternative methods for collecting customer contributions are discussed in section
23 6.5. In the Commission’s view, viable mechanisms would satisfy the following criteria: ...
24 Introduce additional options for financing system extensions, thereby reducing the
25 financing pressures on local government (i.e. the use of local taxation mechanisms);”
26
27  Even if the revenues do not offset the cost to existing ratepayers and it becomes a subsidy in
28 economic terms, this type of subsidization is routine as a matter of ratemaking and flows from
29 the fact that there are a variety of accepted ratemaking principles routinely considered by
30 regulators. The test is the absence of “undue” discrimination, not an absence of discrimination.
31  Bonbright (1% ed) states:
32 Readers of the treatises and case law of railroads and public utility rates will often come
33 across bald statements to the effect that, in these regulated industries, the practice of
34 rate discrimination is unlawful. In fact, however, such statements are grossly inaccurate.
35 What the law forbids is “undue” or “unjust” discrimination. (p.370)

36
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The System Extension Fund also reflects accepted ratemaking principles. The intent and effect
of the System Extension Fund is akin to postage stamping of rates in that it makes service more
cost effective in areas with a higher than average cost of service. Regulators routinely approve
the use of uniform rates throughout the utility service area despite geographic differences in
cost of service so as to achieve other rate design objectives.
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15.0 Reference: SYSTEM EXTENSION POLICY REVIEW

Exhibit B-3, BCUC IR 1.10.2.1, BCUC IR 1.15.1, 1.15.3,, 1.18.2.1,
1.18.4

Evaluation criteria, guidelines, reporting, and administrative
procedures

In BCUC IR 1.10.2.1, FEI states:

FEI does not have data on those customers who, after being made aware of a
required CIAC, decided to not attach to the system... The SEF fund is intended
to assist eligible customers who potentially have a larger CIAC and may not be
able to afford the required contribution... The Company does not know how
many customers would apply to the SEF, so it cannot speculate on whether all
customers who apply would receive some level of funding.

In BCUC IR 1.15.1, FEI states:

The success of the SEF is measured by how many potential eligible customers
will apply for and receive funding and proceed with the main extension... the
Company proposes to include the total number of approved requests to access
the Fund and the total dollar value of the approved requests in its MX reporting.

In BCUC IR 1.18.2.1 and IR 1.18.4, FEI states:

15.1

... The specific administrative elements of the SEF have not been developed
absent knowing that the SEF proposal will be approved. Pending the
Commission’s approval of the establishment of the SEF, the Company will
develop the procedures and elements required to administer the SEF.

The Company will be responsible for managing the Fund, including determination
of eligibility, ranking and final approval of customer applications for the SEF,
using reasonable judgement and acting in good faith.

If the SEF funding application for a particular customer were denied by the
Company, the SEF applicant would be advised of the reasons, and have the
option to request a review with the Company... Customers also have the ability
to file a complaint with the Commission.

A CIAC is required and collected from those customers whose main does not
meet the 0.8 PI threshold and decide to continue with the main. Presumably, FEI
would have to first calculate the PI to advise a potential customer if a CIAC is
required. Thus, one would expect that FEI would have such customer records
available. As such, please clarify why FEI does not have data for those
customers requiring CIAC but do not go through.
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1
2 Response:
3 While the presumption in the preamble is correct regarding the calculation and review of Pls
4  with potential customers, the assumption that records are catalogued and retained in
5 circumstances when a customer declines to proceed with a main extension is not. If the
6  potential customer decides not to proceed, the data is not retained. For this reason, FEI does
7 not have data for those applicants requiring CIAC but who decided to not go through with the
8 extension.
9
10
11
12 15.1.1 Does FEI have the ability to collect such data? If so, please estimate the
13 incremental costs, if any, to collect such data. If not, please explain.
14
15 Response:
16  Yes, FEI does have the ability to collect data on potential SEF applicants that may have been
17  denied funding. Since the SEF applicant would be advised of the reasons if denied funding, and
18 have the option to request a review with the Company, the Company would maintain this data in
19  order to properly review the decision with the customer. The cost is expected to be minimal.
20
21
22
23 15.2 It appears that one criterion FEI considers in the SEF is affordability. Please
24 specify how FEI would evaluate affordability of a SEF applicant.
25
26 Response:
27  Affordability is an issue that the SEF will address but is not a criterion for eligibility for the Fund.
28 As indicated in the response to BCOAPO IR 1.2.2, the SEF is intended to apply to all eligible
29  customers, and any applicant regardless of income level that meets the eligibility requirement
30 could potentially receive funding. However, given that new customers residing in lower density
31 areas will likely have a higher CIAC than those in urban areas, the SEF will have an effect of
32  creating greater equity between new customers in lower density areas of FEI's service area with
33 those new customers in more urban areas. Based on anecdotal feedback from stakeholders in
34 the Company’s consultation process, FEI expects the SEF to benefit applicants who live in
35 lower density areas as well as low income applicants who are faced with high costs of heating
36  with competing energy forms.
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1

2

3

4 15.3 FEI does not have specific SEF guidelines at this time. Hypothetically, if the

5 Commission finds that the SEF proposal is in the public interest, is FEI amenable

6 to conditional approval of the SEF subject to FEI providing clear and well-defined

7 selection and funding rules for review?

8

9 Response:
10  This response also addresses BCUC IR 2.15.3.1
11  FEIl believes that clear rules have been specified already. The specific terms and conditions for
12  the proposed SEF, which defines the eligibility requirements, application deadlines and funding
13 rules, are included as part of the proposed tariff changes filed as Appendix E-2 of the
14  Application, and summarized in Section 4.3.2 of the Application. Similar to BC Hydro’s UEA
15 and as indicated in response to BCUC IR 1.10.2.1, customers applying to the fund would likely
16  receive funding provided that they meet the eligibility requirements as set out in the tariff and
17  provided there is still a sufficient amount in the SEF remaining.
18 In the event that the Commission were to determine that greater specificity was required but
19  supported the concept in principle, then conditional approval pending further changes to the
20 proposed terms would be appropriate.
21
22
23
24 15.3.1 How long will it take for FEI to develop clear and well-defined selection
25 and funding rules and file them with the Commission?
26
27 Response:
28  Please refer to the response to BCUC IR 2.15.3.
29
30
31
32 15.4 FEl in BCUC IR 1.15.1 states that the success of the SEF is measured by how
33 many potential eligible customers will apply for and receive funding and proceed
34 with the main extension. However, FEI in BCUC IR 1.10.2.1 states that it does
35 not know how many customers would apply to the SEF. Please explain how FEI
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1 would measure success without knowing how many customers would apply to
2 the SEF.
3
4  Response:
5 The Company believes that measuring the success of a Fund that is intended to assist eligible
6 customers who are faced with cost prohibitive CIACs is not contingent upon knowing how many
7 customers would (on a prospective basis) apply to the Fund. As referenced in the question’s
8 preamble from the response to BCUC IR 1.15.1, success of the SEF would be measured by
9 how many customers apply for and receive funding and then proceed with the main extension.
10 Therefore, success would be measured “after the fact”.
11
12
13
14 15.4.1 To achieve meaningful assessment of the SEF, does FEI agree that
15 reporting should, at the minimum, provide information regarding (i)
16 forecast number of applications, (ii) actual number of applications, (iii)
17 actual number of approved applications and (iv) actual number of
18 approved customers receiving funding and proceeding with a main
19 extension? Please also indicate if FEI has the ability to report such
20 information.
21
22 Response:
23  As indicated in Section 4.4.3 of the Application, the Company is proposing to report on the total
24  number of approved customers that proceeded with a main extension and the total amount of
25 funding made available as part of the annual reporting. The Company believes these factors
26  represent the key performance indicators of success for the fund as they quantify the derived
27  benefit to customers directly attributed to the availability of the Fund. However, the Company is
28 amenable to also providing the actual number of applications received [item (ii)] and the actual
29  number of applications approved [item (iii)] as part of the annual reporting for the SEF.
30  With respect to forecast number of applications to the SEF [item (i)], the Company does not
31 Dbelieve this metric will provide any meaningful assessment of the SEF as FEI will not forecast
32 the number of SEF applications for the reasons described in response to BCUC IR 2.10.2.
33  Please also refer to the response to BCUC IR 2.15.4.
34
35

36
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1

2 15.4.2 To measure success in a meaningful manner, does FEI agree that

3 specific thresholds to renew, modify or review the SEF should be

4 established before implementation?

5

6 Response:

7  The Company believes that the reporting proposal for the SEF as set out in Section 4.4.3 of the

8  Application provides for a meaningful assessment and measure of the Fund’'s success and

9 believes that specific thresholds to renew, modify or review the SEF are unnecessary given the
10 limited potential rate impact to existing customers, forecast to be a maximum of approximately
11  $0.001/GJ. Further, the SEF is designed to be comparable to the UEA which has operated
12  effectively for many years without specific thresholds or ex post evaluation. As indicated in
13 response to BCUC IR 1.15.3, if there are circumstances where the fund is not functioning as
14  intended or is being underutilized, either FEI or the Commission can initiate a process to bring
15 forward modifications or termination of the SEF.
16
17
18
19 15.5 Please elaborate what is the Commission’s role in a complaint process involving
20 SEF disputes. How would the Commission resolve a complaint if FEI has no
21 specific rules to approve or deny SEF applications?
22
23 Response:
24 Similar to BC Hydro’s UEA, applicants to the SEF will likely receive funding provided they meet
25 the eligibility requirements outlined in the proposed tariff amendments related to the SEF
26 included in Appendix E-2 of the Application and provided there are sufficient funds to be
27 allocated for that year. Refer to the response to BCUC IR 2.15.6 for a description of the
28  scenarios in which a potential applicant may be denied funding.
29 In the event a customer files a complaint with the Commission, the Commission may request a
30 review of the claimant’s application and reason for denial from the Company to ensure the
31 Company acted in accordance with its General Terms and Conditions.
32
33
34
35 15.6 How many times can a customer re-apply for the SEF in the event that FEI
36 denies funding? For example, can the customer apply an unlimited number of
37 times until he/she receives funding?
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1

2 Response:

3 In the event that FEI denies funding to a particular applicant, the SEF applicant would be

4  advised of the reasons for the denial and would have an opportunity to review the assessment

5 with the Company. Depending on the reason for the denial, the customer may have an

6  opportunity to re-apply for funding.

7  Section 4.4.3 of the Application sets out the proposed terms for the SEF. There are four main

8 reasons why a customer’s application for SEF funding may be denied:

9 1. The applicant is not the owner of a single-family residential home or townhome that is a
10 principal resident within an existing FEI service area at the time the application is taken.
11 In this instance, the applicant is ineligible for funding under the SEF and any re-
12 applications will not be considered by the Company.

13 2. The eligible applicant’s requested main extension does not meet the minimum 0.2 PI
14 threshold requirement as determined by the MX test. In this instance, the applicant
15 would not be eligible for funding under the SEF and would be discouraged from re-
16 applying until there is a material change in circumstance that would improve the
17 economics of the project to meet the minimum 0.2 PI threshold.

18 3. The eligible applicant is ranked lower than another eligible applicant in the event the
19 Company must decide between eligible customers’ requests in order to not exceed the
20 $1 million funding cap. In this instance, the eligible applicant that was denied would be
21 free to re-apply the following year when additional SEF funds become available.
22 Alternatively, the applicant would have the option to have their application automatically
23 rolled over to the next application deadline if their project is not funded.

24 4. The SEF is fully subscribed for the year. In this instance, the eligible applicant would be
25 free to re-apply the following year when additional SEF funds become available.
26 Alternatively, the applicant would have the option to have their application automatically
27 rolled over to the next application deadline if their project is not funded.

28

29

30

31 15.7 Would FEI consider a SEF application fee to cover the administration costs of the
32 program?

33

34 Response:

35 Charging an application fee for a program designed to reduce the burden on particular
36  customers would be counterproductive. The Company does nhot believe a SEF application fee
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to cover the administration costs of the program is necessary. The review of SEF applications
and the selection of projects to be funded will form a part of the existing duties of the Company’s

Energy Solutions business unit.
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1 16.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-3, BCUC IR 1.10.4, Attachment 10.4.1

3 Non-contributory main

4 In BCUC IR 1.10.4, FEI explains that a contributory main is where the required CIAC

5 collected from customers is subject to refund. Refund is applicable only if the

6 contribution to a main was made by residential homeowners.

7 In the proposed mechanism under the FEI General Terms and Conditions, FEI states

8 that no refunds will be due to customers who receive funding under the SEF.

9 16.1 Please confirm, otherwise explain, that the 50 percent cost sharing and the non-
10 refundable nature of a SEF main extension serve as a risk-sharing mechanisms
11 to protect existing ratepayers in the event that the new customer does not
12 consume as much natural gas as FEI has estimated.

13

14 Response:

15 Not confirmed. Although the 50 percent cost sharing and the non-refundable nature of a SEF
16  main extension serve as risk-sharing mechanisms to protect existing ratepayers, they are not
17  designed to mitigate the situation of new customers not consuming as much natural gas as FEI
18 had estimated, as suggested in the question. FEI has proposed that the customer(s) should
19 equally share the contribution in order to ensure the customer has some financial “skin in the
20  game” prior to the project proceeding.

21
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1 17.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-3, BCUC IR 1.18.6; Exhibit B-6, CEC IR 1.47.4, 1.47.6, 1.48.1

3 Other eligibility

4 In BCUC IR 1.18.6, FEI states:

5 The Company anticipates that all regions of the province will benefit from the

6 SEF. Specifically, conversion customers (i.e. those switching from one fuel to

7 another in a pre-existing home) are most likely to access the SEF, if eligibility is

8 met. The greatest conversion potential is on Vancouver Island although

9 opportunities exist throughout the rest of the province as well.
10 In CEC IR 1.47.4, FEI states that “the Company is not opposed to making the SEF fund
11 available to commercial customers.”
12 In CEC IR 1.47.6, FEI states:
13 ... the Company’s proposed SEF is intended to be applicable to end-users of
14 natural gas, not to builders or developers since the costs for the project will likely
15 be included in the selling price of the units and the Company would have no way
16 of knowing or requiring that the unit selling price would take into account the
17 amount of SEF awarded to the benefit of natural gas end-users.
18 In CEC IR 1.48.1, FEI states “The Company would not be opposed to exploring the
19 option of providing a contributory refund, since... there would be no rate impact in doing
20 so.”
21 17.1 Please discuss the benefits of having the SEF only accessible to prospective fuel
22 switching customers who are fuel switching from higher carbon intensity forms of
23 energy use. Would FEI be amenable to such a restriction on access to the SEF?
24
25 Response:
26 The Company believes the SEF should not be restricted to only prospective fuel switching
27  customers form higher carbon intensity forms, since the intention of the fund is to help alleviate
28  the barrier of CIAC by providing financial assistance toward the cost of connecting homes to the
29 Company’s distribution system where infrastructure does not currently exist.  Further,
30 stakeholders indicated that they wanted access to gas in part because it was a lower cost fuel
31 compared to alternatives. Restricting the SEF to only those switching from higher carbon fuels
32  would be inconsistent with the stakeholder desires.
33  FEI believes that the Company’s DSM programs are the most appropriate and effective way to
34 incent energy efficient behavior. Further, the carbon tax already accounts for the carbon
35 intensity of natural gas.
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1

2

3

4 17.2 If commercial customers or other classes of customers are included in the SEF,

5 is it fair to say that it will have a similar effect of lowering the PI?

6

7 Response:

8  For clarification, the financing awarded does not have the effect of lowering the PI of a main

9 extension as the question suggests. As indicated in the terms for the proposed SEF outlined in
10  Section 4.3.2 of the Application, SEF Financing provided to successful applicants will have the
11  effect of lowering their required CIAC by 50%, to a maximum of $10,000 per customer. If
12  commercial customers or other classes of customers were eligible for SEF funding, then the
13  financing provided would also lower their required CIACs.
14
15
16
17 17.3 Does FEI agree that including commercial customers or other classes of
18 customers is a departure from the BC Hydro UEA? Please elaborate.
19
20 Response:
21  FEI agrees that including commercial customers or other classes of customers would be a
22  departure from the BC Hydro UEA, which is not available to commercial enterprises. Currently,
23  only principal residences on a parcel of land, principal residences on a farm and single or three-
24  phase extensions to serve a farm irrigation load are eligible to access funds from the UEA.
25
26
27
28 17.4 Please confirm that it is FEI's position to not expand the SEF eligibility to
29 developers/builders.
30
31 Response:
32  Confirmed.
33
34

35
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1 17.4.1 Please confirm that a developer/builder and a homeowner are mutually
2 exclusive. If not confirmed, please explain how a person/entity can be
3 both.
4
5 Response:
6  Confirmed.
7
8
9
10 17.5 Please confirm that FEI is only seeking approval of the SEF program applicable
11 to non-refundable mains at this time. If not confirmed, please update the approval
12 sought.
13

14 Response:

15 Confirmed that any mains to which the SEF is applied will be non-refundable.

16
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1 D DISCOUNTED CASH FLOW TERM

2 18.0 Reference: RECOMMENDATIONS
3 Exhibit B-3, BCUC 1.23.1
4 DCF term — appliance life and discount rate
5 In response to BCUC 1.23.1 FEI explains that the expected life of appliances should not
6 be considered when determining the DCF term.
7 18.1 Please confirm, otherwise explain, for an appliance that could be served by gas
8 or electricity, for example a furnace or hot water heater, at the end of that
9 appliance’s life a customer would typically consider replacing that appliance with
10 either a gas or electric appliance.
11

12 Response:
13 Confirmed.

14
15

16

17 18.2 Please provide the expected lives of all the gas appliances identified in the REUS
18 study.

19

20 Response:

21  The REUS does not provide the expected lives of the gas appliances identified. Further, the
22  expected lives of gas appliances is not germane to the DCF term nor the consumption used in
23  the MX Test as discussed in the response to BCUC IR 2.18.3.

24

25

26

27 18.3 Please confirm, otherwise explain, that it is more difficult to forecast a customer’s
28 consumption 40 years out than it is to forecast it 20 years out, than it is to
29 forecast 10 years out, than it is to forecast 5 years out, than it is to forecast 1
30 year out, etc.

31

32 Response:

33  The Company confirms that in general it is more difficult to predict consumption further into the
34  future.
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1 However, the question incorrectly suggests a relationship between the recommendation to

2 extend the DCF term to 40 years and the calculation of the consumption inputs used in the MX

3 Test. The recommendation to extend the DCF term is based on the benefits accruing to

4  customers over the useful life of mains. The consumption input in the MX Test it is not a

5 forecast of future use, and thus the concern being raised does not actually arise.

6  The consumption input in the MX Test is intended to be a credit commensurate with the usage

7  of existing customers, not a forecast of how much customers on the new extension are

8  expected to use. As EES explained:

9 “These average use numbers are not intended to reflect the use of customers in the
10 future but rather reflect the average usage of all customers on the system. That allows
11 new customers to be treated equitably compared to existing customers. FEIl is
12 consistent in this practice as it uses the results of the REUS survey of usage per
13 appliance which is based on all customers on the system.”

14

15 In order to maintain consistency from a rate design perspective, customer rates and customer
16  consumption should be treated similarly in the MX Test. Since customer rates are derived from
17 a forecast use per customer (UPC) of existing customers, it follows that the consumption per
18 customer should also be derived from the UPC of existing customers. Further, the customer
19 rates used in the MX Test are not adjusted to forecast any potential changes over the course of
20 the DCF term; therefore the consumption per customer should be treated in a similar fashion.

21 If, hypothetically, consumption per customer were to be based on new customers, or adjusted
22 downwards over the course of the DCF term to forecast potential appliance switching, the
23  customer rates in the MX Test would have to be adjusted proportionally higher. Otherwise, the
24 revenue credited to new customers in the MX Test would be understated and new customers
25  would be unfairly discriminated against compared to existing customers.

26  Additional reasons to continue using the REUS values in the MX Test are discussed in the
27 response to BCUC IR 1.35.1.

28

29

30

31 18.4 Please confirm, otherwise explain, that FEI believes that the Commission
32 approved a 20 year forecast period as a trade-off for the uncertainty of customer
33 consumption in the future.

34
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1 Response:
2 Not confirmed. The Company does not know the rationale behind using a DCF term that
3 matched the time horizon of the Integrated Resource Plan (IRP). The IRP term has no bearing
4  on the impact of the projected revenue to be realized by the main extension. Regardless of the
5 Commission’s rationale originally, the principled starting point for assessing an appropriate DCF
6 term should be to consider the time period over which the main is expected to generate
7  revenues, which is typically considerably longer than what is being proposed by FEI.
8
9

10

11 18.5 Considering FEI proposes to extend the DCF period from 20 to 40 years, does

12 FEI believe it would be appropriate to subsequently change the discount rate?

13 Why, or why not?

14

15 Response:

16  FEI does not believe it is appropriate or necessary to change the discount rate used in the DCF

17 period. The discount rate used already reflects a long term discount rate and FEI would

18 consider both a 20-year and 40-year period to be a long-term period.

19

20

21

22 18.5.1 If so, what discount rate would FEI propose and why?

23

24  Response:

25  Please refer to the response to BCUC IR 2.18.5.

26
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1 19.0 Reference: RECOMMENDATIONS
2 Exhibit B-3, BCUC IR 1.23.1; Exhibit B-1, Section 4.1.1.1, p. 51
3 DCF term
4 In BCUC IR 1.23.1, FEI states:
5 During the life of a main extension a customer will add or remove gas equipment
6 and improve gas equipment but that equipment is not owned by FEI and does
7 not impact FEI's costs. Attempting to forecast how a customer uses the
8 equipment, when they will retire equipment or when the customer may add an
9 appliance (for example a range, water heater etc.) would be extremely difficult
10 and entirely unreliable. [Emphasis added]
11 On page 51 of the Application, FEI states:
12 By extending the term to 40 years, the incremental revenue of new customers
13 will be more accurately captured in the Test. This will result in a smaller
14 percentage of customers paying a CIAC, and a reduced amount of a CIAC for
15 those that do pay while still protecting the interests of existing customers.
16 19.1 Given that forecasting how customers use gas equipment is “extremely difficult
17 and entirely unreliable” and customer use determines revenue, please explain
18 why extending the DCF term to 40 years to capture the incremental revenue of
19 new customers is appropriate.
20
21 Response:
22 The question incorrectly asserts that FEI is forecasting consumption. It is not. The
23  consumption input in the MX Test is based on consumption of existing customers, and is not a
24  forecast of consumption for a main extension. The consumption input is used for the purpose of
25  crediting the new customers with the same consumption by appliance as existing customers
26  with an objective of treating existing and new customers fairly. As discussed in the response to
27 BCUC IR 2.18.3, the question also incorrectly suggests a relationship between the
28 recommendation to extend the DCF term to 40 years and the consumption inputs used in the
29 MX Test. There is no relationship between the two as one is a credit for consumption and not a
30 forecast, the other is to align the DCF period with the life of the main.
31 On page 31 of the Guidelines, the Commission specifies that system extension evaluations be
32 based on a DCF evaluation method that includes “...all incremental costs and benefits
33  associated with a particular system extension over a time period long enough to consider the full
34  impact of the extension.”
35 The current 20 year DCF term is based on the IRP 20 year time horizon which bears no relation
36  to the full impact of the extension. The Company believes a DCF term incorporating the useful
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1 life of the main would take into consideration the full impact of the extension. FEI has
2  conservatively proposed 40 years as a DCF term as it is more in line with industry standards.

3
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1 E CUSTOMER ADDITION TERM

2 20.0 Reference: CUSTOMER FORECAST PERIOD

3 Exhibit B-3, BCUC 1.24.5, 1.24.6, 1.25.3

4 Customer forecast period and main and service design

5 In response to BCUC IR 1.24.5 FEI explains “There is no proposed threshold or criteria

6 that will be used for each type of data utilized in assessing whether or not a 10 year

7 forecast period is appropriate.”

8 20.1 Please confirm, otherwise explain, that a purpose of a utility having an MX test is

9 to avoid the regulatory burden of having to apply for CPCNs for routine low cost
10 extensions (e.g. for FEI to avoid the need of having to apply for CPCNs for
11 extensions below the CPCN threshold).
12
13 Response:
14  FEIl disagrees with the statement.
15 The purpose of having a CPCN threshold is to avoid the need to have to apply for CPCNs for
16  ongoing capital investments. FEI agrees that no CPCN should be required for most main
17  extensions as they usually don’t meet the threshold set for a CPCN application. But there are
18 many types of capital investments that are below the CPCN threshold that are not main
19 extensions. The regulatory efficiency rationale for not requiring a CPCN applies equally to all of
20 these expenditures, including those mains that are subject to the MX Test.
21  The purpose of an MX Test is to determine the reasonable level of investment for the Company
22 to incur to construct the requested main extension without contribution by the customer, and it
23  provides an efficient way to attach customers using a Commission-approved methodology.
24
25
26
27 20.2 If it were necessary for FEI to have a threshold(s) and criteria, what would FEI
28 propose those thresholds and criteria to be? Please elaborate.
29
30 Response:
31 FEI has interpreted the reference to “threshold” as being a threshold in relation to the
32  application of a 10 year horizon.
33  The Company believes that it would not be appropriate to introduce a threshold(s) and criteria.
34  The Company has proposed using a 10 year horizon on a case by case basis where there is
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1 evidence that customers may attach beyond the five year window. The Company has also
2 offered to provide compliance reporting specific to the use of a 10 year forecast to allow the
3 Commission greater oversight of this change in policy.
4  The Company notes that utilities in Ontario, for example, have successfully been using a 10
5 year forecast for all main extensions for many years without any threshold, criteria nor
6  compliance reporting related to the forecast term.
7
8
9
10
11 In response to BCUC IR 1.24.6 FEI explains that the majority of customer attachments
12 are infill customers over the life of the main.
13 In response to BCUC IR 1.25.3 FEI explains:
14 The size of a main will take into consideration the expected loads extending from
15 the main over the life of the main. Thus, a new main is not sized just to serve the
16 currently expected load, but also the potential loads served over the life of the
17 main based on a reasonable forecast. Given the expected life of a main, a main
18 with a 5-year or 10-year horizon for customer attachments may make little
19 difference in terms of the size of the main. Further, in situations where a larger
20 pipe size is required for future capacity requirements, this incremental cost is
21 generally minimal as a percentage of the total project.
22 20.3 Please confirm, otherwise explain, that FEI sizes its mains to allow for customer
23 attachments that are infill customers.
24
25 Response:
26  FEI confirms that, from a capacity perspective, mains are sized based on an analysis of current
27 and forecast loads that includes estimates of infill customer attachments®®. However, FEI
28 currently does not typically install additional length of main to serve areas and customers
29  beyond the time frame considered in the MX Test’s 5 year horizon.
30
31
32

% In this context, current customers are assumed to be those forecast in the 5 year MX Test and infill

customers are assumed to be those that may attach beyond the 5 year forecast.



FortisBC Energy Inc. (FEI or the Company) Submission Date:

2015 System Extension Application (the Application) November 13, 2015
@& FORTISBC —— S e PR —
ponse to British Columbia Ut_|||t|es Commission (BCUC or the Commission) Page 80
Information Request (IR) No. 2
1 20.4 Please confirm, otherwise explain, that all other things being equal, FEI would
2 expect to have unused capacity in a main for a longer period of time for a main
3 designed for customers connecting over a ten period versus a main designed for
4 the same customers connecting over a five period.
5
6 Response:
7 Not confirmed. All other things being equal, FEI expects available capacity would be the same
8 in a main designed for customers connecting over a ten year period versus a main designed for
9 the same customers connecting over a five year period.
10 In cases where a 10 year horizon would be used, additional lengths of main could be installed to
11 allow for the service of future customers attaching after the first 5 years (years 6-10). The
12  available capacity, however, would be the same or similar as FEI currently has capacity design
13  processes in place to consider capacity requirements beyond 5 years in growing communities
14  and installs mains with capacity to accommodate additional growth (i.e. larger pipe) where
15 necessary. Please refer to the response to BCUC IR 2.20.14 for additional explanation.
16  There are potential cost efficiencies in installing contiguous mains all at once rather than in
17  discrete sections. Additional benefits that need to be considered include the addition of new
18  customers that would have otherwise decided against installing natural gas due to the MX Test
19 not taking into account customers likely to attach to the system over a 10 year period.
20
21
22
23 20.5 Please explain how FEI accounts for unused capacity in a main.
24
25 Response:
26  FEI's system is designed such that the pipelines (including mains) are designed to peak
27  capacity as well as future growth; and do not incorporate the concept of “unused capacity”. The
28  cost of distribution mains is included in account 475 per the BCUC Uniform System of Accounts,
29 andincluded in rate base once in service.
30
31

32
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20.6

Response:

Confirmed.

20.7

Response:

Confirmed.

20.8

Response:
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Please confirm, otherwise explain, that a 10-year customer forecast period could
be used in situations where a main extension’s customers that connect in the first
five years are further away than the customers that connect in the second five
years.

Please confirm, otherwise explain, that a 10-year customer forecast period could
be used in situations where a main extension’s customers that connect in the first
five years are spread out along the entire length of the main and the customers
that connect in the second five years are also spread out along the entire length
of that same main.

Please confirm, otherwise explain, that in both examples provided above the
customers in the second five years, whether they are the closer customers or the
customers spread out along the length of the main, are all currently considered
infill customers and are not included in the current MX test.

Confirmed, provided that infill customers are defined as those that attach beyond the five year
forecast period.

20.9

Are there any other scenarios where a 10-year customer forecast period could be
applied? If so, please elaborate and provide those scenarios.
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1 Response:

2 A third scenario is described in response to CEC IR 1.25.1.3. In this scenario, the customers

3 that connect in the first five years are closer than those that connect in the second five years.

4

5

6

7 20.10 Please explain how peak hourly demand of a proposed main is estimated.

8

9 Response:
10 FEIl uses an estimate of the peak hourly demand expected for that main for determining the
11 capacity of a main (i.e. it is not an input in the MX Test).
12  Peak hour demand for a proposed main is determined by summing the peak hour demand of i)
13 initial customers included in the MX Test, attaching immediately or forecasted to attach in the
14  first 5 years; and ii) forecasted customer growth anticipated to be supported by the main over a
15 longer period of time. The peak hour demand for the initial customer attachments is determined
16  from the MX Test results which consider the appliances being attached. Peak hour demand
17 beyond the MX Test period is determined by first identifying the number of additional customer
18 attachments forecast in each rate schedule, and then multiplying those figures by the average
19  peak hourly use per customer (UPC) for the respective rate schedules for the region in which
20 the main is being installed.
21  FEl reassesses regional peak hour UPC annually through a load gathering assessment. In the
22  load gathering process, billing information for the preceding two year period is extracted for all
23  customers. Regional peak hour UPC values for each rate schedule are determined by
24  averaging the calculated peak UPCs for all customers in the rate schedule in the region and
25 these UPC values therefore reflect the current peak hour behaviour (demand) of customers in
26  the neighbourhood of the proposed main extension.
27
28
29
30 20.11 Please confirm, otherwise explain, that FEI designs the capacity of a main based
31 on FEI's actual estimate of the peak hourly demand expected for that main. If not
32 confirmed, please provide FEI's basis for main design.
33
34 Response:
35  FEI confirms that design for the capacity of a main is based on FEI's estimate of the peak hourly
36 demand expected for that main.



FortisBC Energy Inc. (FEI or the Company) Submission Date:

y 2015 System Extension Application (the Application) November 13, 2015
(<< FORTISBC Response to British Columbia Utilities Commission (BCUC or the Commission) Pa
Information Request (IR) No. 2 ge 83

1

2

3

4 20.12 Please confirm, otherwise explain, that FEI's main capacity design is not derived

5 from the REUS results (i.e. consumption credits).

6

7 Response:

8 Not confirmed. As discussed in the response to BCUC IR 2.20.10, the peak hour demand

9 includes the initial demand considered in the MX Test (immediate attachments plus attachments
10 forecasted within 5 years) plus any additional forecast customer peak hour demand. The peak
11  hour demand associated with initial customer attachments is derived from the results of the MX
12  Test which uses the REUS as inputs to determine consumption.
13
14
15
16 20.13 Please confirm, otherwise explain, the standard forecast period FEI uses to
17 determine the peak hourly demand for a main is based on the peak hourly
18 demand forecast of connections forecast in the first five years of service. If not
19 confirmed, please provide the number of years FEI uses and justify why that is
20 the appropriate forecast period for a main.
21
22 Response:
23  Not confirmed. Please refer to the response to BCUC IR 2.20.12 where FEI explains the
24  methodology for determining the peak hourly demand for a main.
25 In the peak demand forecasting process, there is consideration of those areas where sustained
26  growth is occurring, which incorporates information gathered through assessment of Official
27  Community Plans (OCP’s), long range account forecasts and other long range planning
28 information as available. It is in these types of instances where the Company is proposing to
29  use a 10 year forecast in its MX Test.
30  Currently, the difference in cost for mains increased in size to support future growth anticipated
31 inthese long range plans is included as a system improvement credit in the current MX Test.
32
33
34
35 20.14 Please confirm, otherwise explain, that FEI designs its mains with an allowance
36 for additional capacity to allow for potential variations in peak hourly demand
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1 and/or infill customers. If confirmed, please provide each allowance in percent of
2 FEI's actual estimate of the peak hourly demand expected for the main.
3
4  Response:
5  FEI confirms it designs its mains to accommodate some additional peak hour demand whether
6 that be from some variation in demand of initial attached customers or from forecasted infill of
7  customers on the system. FEI cannot provide an allowance in terms of the percent of the
8 estimated peak hour demand through a main extension as the peak hour demand or flow
9 through the pipe is not the ultimate determinant of whether adequate capacity is available. FEI
10 uses minimum system pressure at peak demand (under Design Degree Day temperatures) as a
11  measure to ensure adequate capacity. As mains can be attached at many different points in the
12  system, mains of the same size and length and same peak demand requirements can have
13  widely ranging additional capacity, or ability to remain above the minimum system pressure with
14  increasing load. The additional capacity is highly dependent on the pressure (under peak
15 demand) at the point in the system that the new main is attached.
16
17
18
19 20.15 Please explain how peak hourly demand of a service is estimated.
20
21 Response:
22  Peak hourly demand for a service is estimated based on an analysis of the appliances to be
23  connected and the REUS results. The appliances to be connected are those reported by the
24  customer at the time gas service is applied for. The REUS results provide the consumption
25 values per appliance, and after applying those values to the appliances to be connected, the
26  peak hourly demand may then be estimated. FEI also confirms it designs the capacity of a
27  service based on the peak hourly demand for that service.
28 Note that FEI has made changes to its service line installation process to standardize the size of
29  service lines to ensure that there is sufficient capacity on the service line to serve the residence
30 regardless of the appliances added.
31
32
33
34
35 20.16 Please confirm, otherwise explain, that FEI designs the capacity of a service
36 based on FEI's actual estimate of the peak hourly demand expected for that
37 service. If not confirmed, please provide FEI’s basis for service design.
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N

Response:
3  Please refer to the response to BCUC IR 2.20.15.

4
5

6

7 20.17 Please confirm, otherwise explain, that FEI's service capacity design is not
8 derived from the REUS results (i.e. consumption credits).

9

10 Response:
11 Please refer to the response to BCUC IR 2.20.15.

12

13

14

15 20.18 Please confirm, otherwise explain, the standard forecast period FEI uses to
16 determine the peak hourly demand for a service is based on the peak hourly
17 demand forecast of the service in the first five years of supply. If not confirmed,
18 please provide the number of years FElI uses and justify why that is the
19 appropriate forecast period for a service.

20

21 Response:
22  Please refer to the response to BCUC IR 2.20.15.

23
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1 21.0 Reference: RECOMMENDATIONS

2 Exhibit B-3, BCUC IR 1.25.1

3 Main costs for customers connecting in years 6 to 10

4 Regarding the treatment main extension costs for customers connecting in years 6 to 10,

5 in BCUC IR 1.25.1, FEI states:

6 Overall, there is little difference to the delivery rates as to where these amounts

7 are recorded — the only impact would be whether they are recorded in a

8 depreciable asset account such as 475 or in a temporary account with no

9 depreciation such as 102 or 115. Overall, FEI does not expect the amounts
10 related to “years 6 to 10” to be material enough to warrant the system changes
11 that would be required to track and record the ins and outs to a separate account
12 for this component...
13 21.1 Please explain why account 115 — Gas Plant Under Construction is appropriate
14 for main extension costs for customers connecting in years 6 to 10.
15
16 Response:
17  FEI did not state that account 115 was appropriate for main extension costs for customers
18 connecting in years 6 to 10. FEI stated that account 475 should be used for all main costs. FEI
19 had noted that other accounts may be appropriate (such as account 115 which is the account
20  where the main cost is held while it is being constructed).
21
22
23
24 21.2 Please provide the cost of the “system changes that would be required to track
25 and record the ins and outs to a separate account for this component.”
26
27 Response:
28 FEI does not have an estimate of the cost of the system changes; a request for an estimate of
29 the costs would require a detailed scoping document and system design analysis. As stated in
30 the response to BCUC IR 1.25.1, FEI is not proposing to make such a change and does not
31 Dbelieve there is value in segregating parts of an installed main between different accounts.
32  There is no basis to segregate a part of a main; the entire main forms part of FEI's gas system
33 assoonasitis placed in service.
34  FEI provides the following example, with the assumption of a main extension with a cost
35 $10,000. Over a 10 year period there are expected to be five customers attaching in year 1,
36 and 1 customer in each of years 6 through 10.
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1  The current process is that when the main is complete and in service, the $10,000 is transferred
2  from account 115 to account 475, and depreciation commences.
3 FEI understands the proposal put forth in the question in BCUC IR 1.25.1 is that FEI would
4  segregate some portion of the original cost of the main in a “holding account” for later transfer to
5 account 475. The IR suggests that the amount that is determined to be segregated would
6 initially be transferred to account 102 from account 115. The segregated amount could be
7 based on number of customers, metres of main, or some other characteristic. For simplicity in
8 this example, FEI has assumed the allocation would be based on customers, such that one-half
9 of the main would be transferred from account 115 to account 475 when the main goes into
10 service and the other half would be transferred to account 102. This is the first place where
11 system changes would be required, since the process to transfer a completed main from
12  account 115 to account 475 currently occurs automatically when the main work order is TCo'd
13  (technically complete) in the system.
14  Subsequent to the completion of the main, and for each year thereafter, an FEI employee would
15 need to manually review all of the mains to check how many attachments came on in the year,
16 compare to the forecast, and manually calculate a proportion that would be transferred to
17 account 475. At the end of the 10 year period any remaining balance would need to be
18 transferred to account 475. In the example above, if customers attached as forecast, $1,000
19  would be manually transferred each year from years 6 to 10 from account 102 to account 475.
20 Itis unlikely that this process could be automated at all.
21 Further, FEI foresees complications that would arise when mains are later retired as the cost of
22 the main would be staggered through various years but the data on the main (from the original
23  work order that was raised to complete it) would show a vintage of year one. This change
24 would also require system changes, or may not be possible to implement at all.
25  FEI does not believe that the proposed accounting changes are an efficient use of resources,
26 and any process that involves significant manual intervention will be more prone to errors.
27  Further, FEI does not see that the proposed process would provide any benefit as compared to
28 FEI's proposal to maintain its existing accounting practices. Under either method, at the end of
29  the 10 year period, all costs are in account 475. The only difference would be a slight delay in
30 when depreciation commences for each segment of pipe.
31 Asthere is no improvement in process, no change in the end result of the accounting, and costs
32  to implement system changes and risks and costs to implement a manual process, the proposal
33 as stated in the IR should not be pursued.
34
35

36
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21.3 Please explain how FEI would keep the Commission informed of the main
extension costs for customers connecting in years 6 to 10 in the absence of
“system changes.”

aa b~ wN B

Response:

FEI believes there is a misunderstanding regarding its proposal to consider a 10 year term for
additions to the main. Regardless of the number of years considered in the MX Test to forecast
additions, all of the main costs would be incurred when the main is installed (in year 1). Thus,
there is only one addition to capital for the main and there are no “main extension costs for
10  customers connecting in years 6 to 10” that can be tracked and reported on, since all costs are
11 incurred in year 1. Once the main is placed into service the entire length of main forms part of
12  FEl's gas system and resides in rate base.

© 00N

13
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1 22.0 Reference: CUSTOMER FORECAST PERIOD

2 Exhibit B-1, Section 3.3.1.3, p. 38; Exhibit B-5, CEC IR 1.25.1.3, pp.

3 56-57

4 Customer forecast period

5 In the response to CEC IR 1.25.1.3, FEI provides an example of a scenario “where the

6 five year planning horizon was used, but a 10 year forecast would have been more

7 appropriate.” FEI elaborated that “[{jhe CIAC was calculated assuming 30 lots being

8 developed by the customer in the first 5 years. An additional 37 lots were owned by the

9 customer, zoned for residential development by the municipality and expected to be built
10 in 6 to 10 years.”
11 22.1 Please explain if the scenario in the response to CEC IR 1.25.1.3 could be
12 described as two separate mains extension projects to serve two developments
13 or two different phases of the same development.
14
15 Response:
16  The scenario in the response to CEC IR 1.25.1.3 is currently treated in FEI's system extension
17  policies as two separate main extension projects to serve two developments. Moving to a 10
18 year forecast period would effectively treat this scenario as two different phases of the same
19 development.
20
21
22
23 22.1.1 Please confirm, or explain otherwise, that even if the area had been
24 zoned for residential development by the municipality, poor economic
25 conditions during the first five years, could adversely affect the timing of
26 the development of the additional 37 lots.
27
28 Response:
29  Poor economic conditions, such as those experienced following the global financial crisis of
30 2008, could temporarily delay any attachments regardless of the customer forecast period.
31 Nevertheless, attachments do materialize over time as shown by the variance in Table 5-3 of
32  the Application that shows that the forecast to actual variance was only 7 percent between 2008
33 and 2014. In fact, as shown in the response to BCUC IR 2.4.1, the MX report attachment
34  variance methodology required by the Commission overstates the variance, and the actual
35 variance is only 3 percent.
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1
2
3
4
5 On page 38 of the Application, FEI states “The EES [EES Consulting Ltd.] survey found
6 that utilities in Saskatchewan and Ontario currently use a 10 year customer forecast
7 window for all projects.”
8 22.2 Please explain if the system extension projects for utilities in Saskatchewan and
9 Ontario generally contain a plan to build a single development over a 10 year
10 timeframe, or several development plans which in total span 10 years.
11

12 Response:

13  The Company does not have access to the level of detail requested.

14  In their respective system extension tests, the utilities in Ontario and Saskatchewan forecast
15 customer revenue over 10 years. Whether or not the utilities treat system extension projects
16  singularly or separately is not relevant to the forecast revenue.

17
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1 23.0 Reference: CUSTOMER FORECAST PERIOD

2 Exhibit B-3, BCUC IR 1.24.7, pp. 107-108

3 Customer forecast period

4 In response to BCUC IR 1.24.7, FEI states:

5 In general, a longer customer addition forecast period would allow the Company

6 to service multi-staged subdivision projects more cost effectively in instances

7 where there is sufficient indication of a build out that will exceed 5 years. If

8 sufficient indication exists, the Company would install one longer main extension

9 in the early stages of a new subdivision development instead of multiple, shorter
10 main extensions over a 10 year period; thus, future road cuts and repairs may be
11 avoided, which could result in a reduction of total capital costs for servicing that
12 subdivision, all else being equal.
13 23.1 Please confirm, or explain otherwise, that the mains extension test using a 5 year
14 forecast could be applied to each of the shorter main extensions to service each
15 stage of a multi-stage subdivision project.
16
17 Response:
18 Confirmed, these developments could be serviced. However, the Company has proposed the
19 use of a 10 year forecast because it is beneficial to both existing and new customers.
20  New customers currently potentially face a disproportionate CIAC that does not factor in the full
21 impact of the costs and benefits of the system extension. Existing customers can lose the
22  benefit of new customers that opt against the use of natural gas due to a prohibitive CIAC.
23  Under the existing five year horizon, the only way to mitigate these immediate negative
24 outcomes for new and existing customers would be for the utility to size the distance of the
25 mains as close as possible to meet only the forecast within that five year period and not further
26  growth beyond.
27  FEI does still account for growth in capacity requirements beyond the five years to accord with
28 good system planning, but the interaction of the MX Test short attachments horizon with good
29 system planning that suggests the length of main should be confined to the five year horizon is
30 creating unintended negative consequences. A better solution that is in the long term interests
31 of both new and existing customers is to modify the test parameters in the manner FEI is
32  proposing.
33
34

35
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1 23.2 Please explain the short-term impact to existing ratepayers, of installing one
2 longer main in the early stages for servicing a multi-staged subdivision, coupled
3 with the expected change in CIAC from the developer using a forecast period of
4 10 years instead of 5 years.
5
6 Response:
7  The short and long term impacts to existing ratepayers are expected to be favorable and that is
8 why FEI has proposed the approach as described in the question. For example, over a 10 year
9 horizon, the benefits of projects that otherwise may not have proceeded due to a prohibitive
10 CIAC will be realized, and there may be projects that result in more cost effective system
11 extensions. These favorable impacts are expected to improve over the life of the main.
12
13
14
15 23.2.1 Please explain the timeframe in which existing ratepayers would be
16 expected to experience the benefits of installing a longer main
17 extension as described above.
18
19 Response:
20  Please refer to the response to BCUC IR 2.23.2.

21
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1 24.0 Reference: CUSTOMER FORECAST PERIOD
2 Exhibit B-3, BCUC IR 1.24.3, p. 105
3 Forecast Accuracy for a 10 year forecast period
4 In response to BCUC IR 1.24.3, FEI states that it “will rely on the same type of
5 information in forecasting customer additions to apply to a MX Test, whether the forecast
6 period be 5 years or 10 years.”
7 24.1 Please explain if and how FEI expects its forecast accuracy of (i) customer
8 attachments and timing; and (ii) use per customer to change when the same
9 source of information is used to forecast 10 years out instead of 5 years.
10
11  Response:
12  FEl expects the following outcomes related to forecasting accuracy in the instances where a 10
13  year forecast will be utilized:
14 1. The customer attachment accuracy will improve as the incremental customers in years 6
15 to 10 will be accounted for.
16 2. Use per customer accuracy is not an issue, as the consumption used in the MX Test has
17 always been a credit commensurate with the average usage of existing customers and is
18 not intended to represent a forecast of future use. The fact that the MX Reporting is
19 currently equating the original input with a forecast, and then using a variance from it (an
20 “apples to oranges” variance) to assess FEI's performance is of significant concern to
21 FEI and informs the Company’s proposals relating to reporting.?
22
23  The proposal to use a 10 year forecast is consistent with the Guidelines which suggest that
24 Utilities are expected to use a time period long enough to consider the full impact of the system
25  extension.
26
27
28
29 24.2 Please explain if and how FEI would produce a best estimate forecast, at
30 reasonable cost, for use per customer for customers forecasted to attach 6-10
31 years into the future.
32

20 Refer to BCUC IR 2.18.3 for further discussion.
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Response:

The consumption in the MX Test is not a forecast of what customers on the extension will
consume. It reflects average use per customer, per appliance, on the system as a credit to
ensure fairness with existing customers rather than a forecast of consumption on the extension.
FEI has proposed to continue to use the data from the REUS for all MX Tests, including those
where a 10 year forecast is warranted. Please refer to the responses to BCUC IRs 1.35.1 and
2.18.3 for further discussion on the reasons why the data from the REUS continues to be
appropriate.



FortisBC Energy Inc. (FEI or the Company) Submission Date:

( FORTIS y 2015 System Extension Application (the Application) November 13, 2015
<< BC Response to British Columbia Utilities Commission (BCUC or the Commission) Page 95
Information Request (IR) No. 2 g€
1 F SLIDING SCALE OVERHEAD RATE
2 25.0 Reference: RECOMMENDATIONS
3 Exhibit B-3, BCUC IR 1.26.2, 1.27.2
4 Sliding scale overhead rate
5 25.1 Please provide the best fit curve and standard error of the estimate for the 2010
6 through 2014 data by year, and for the combined 2010 through 2014 data. Also
7 include fully functional electronic spreadsheets showing the calculations.
8
9 Response:
10 FEIl believes the best fit curve described in section 4.1.3 of the Application remains the best fit
11  for each of the individual years 2010 through 2014 and for the combined years 2010 to 2014.
12 The sliding scale curve is not meant to be a precise fit to the actual data, but rather an
13  approximation of the overhead a main extension will incur. Refer to the fully functioning
14  electronic spreadsheet, provided in Attachment 25.1, which shows that in each of the individual
15 vyears and in the combined years (2010 to 2014) the sliding scale continues to fairly represent
16 the actual data yet remains conservative by calculating an overhead rate that, in most cases,
17 tends to be higher than the actual data shows.
18  Given that the sliding scale curve is a best fit for all individual years and for the combined years
19 analyzed, FEI believes that recalculating the sliding scale overhead formula each year would
20 not yield a more accurate curve for the sliding scale overhead formula. FEI considers it
21 appropriate to review the curve periodically (when the main extension test is reviewed as a
22 whole) to ensure the curve remains a fair representation of actual overheads incurred.
23
24
25
26
27 In BCUC IR 1.27.2, FEI states: “FEI does not plan on updating the sliding scale formula
28 on an annual basis. FEI will apply the formula as set out in section 4.1.3 of the
29 Application.”
30 25.2  Given that the MX test parameters are updated annually, please explain why the
31 sliding scale formula is not being updated on an annual basis.
32
33 Response:
34  Please refer to the response to BCUC IR 2.25.1.

35
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1 G SERVICE LINE COST ALLOWANCE
2 26.0 Reference: RECOMMENDATIONS
3 Exhibit B-1, Application, Section 4.2.2, p. 62; FEI 2014-2019 Multi-
4 Year Performance Based Ratemaking Plan (PBR), p. 231
5 SLCA analysis
6 On page 62 of the Application, FEI states: “68.3 GJ is a scenario representing the
7 normalized average annual consumption of residential customers that connected to
8 FEI's system between 2008 and 2014.”
9 On page 231 of the PBR, FEI states:
10 Using three years of unit costs produces a larger and more representative
11 sample size for unit costing versus relying solely on main jobs from the
12 most recent year (2012). The three year average includes a broader
13 selection of geographical areas, different lengths of main, variations in
14 workforce and the other variables that impact variability in mains unit
15 costs.
16 26.1 Please provide the normalized average annual consumption of residential
17 customers that connected to FEI's and FEVI's systems from 2012-2014 by
18 company and year.
19
20 Response:
21  The requested data is provided below.
Normalized Average Residential
Annual Consumption based On
Customer Connection Year (GJ's)
FEI Y
2012 81.1 36.2
2013 71.2 33.8
2014 70.7 294
22
23  The Company does not believe that the SLCA value should be derived from only the most
24  recent few years of consumption data available (e.g. 2012-2014) because the data set is
25 incomplete. The Company expects all values in the table above to change over time as
26  additional years of consumption data are added. For instance, 2014 reflects only one year’'s
27 worth of data and therefore does not represent an average as suggested in the information
28  request.
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1 Instead, the average consumption value should be determined using a long enough time frame
2 to include a sufficient mix of consumption data over different dwelling types, regions and
3 individual customer usage patterns. The Company believes the 2008 to 2014 period provides a
4  reasonable representation to be used in the derivation of the SLCA.
5
6
7
8 26.1.1 Please update the SLCA Analysis in Appendix D of the Application to
9 reflect the three year average main cost per customer for 2012 to 2014
10 and the normalized average annual consumption of residential
11 customers that connected to FEI's and FEVI's systems from 2012 to
12 2014. Also provide the average main cost per customer for 2012
13 to2014.
14
15 Response:
16  The Company has updated the SLCA analysis based on the 2012 to 2014 average main cost
17 and the 2012 to 2014 average consumption of new customers using the same methodology
18 discussed in Section 4.2 of the Application. The re-calculated SLCA amount is $1,983 for a
19  single family dwelling and $3,966 for a duplex.
2012-2014 average annual consumption (GJ) 65.6 GJ
2012-2014 average main cost $728
Target service line cost $1,462
Average service line cost $2,125
Maximum Allowance $1,983
% of Customers > Maximum 36%
20
21  The average main cost for 2012 to 2014 is provided below.

22

Average
Year Main Cost
2014 $745
2013 $725
2012 $711
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1 Asdiscussed in the response to BCUC IR 2.26.1, the Company does not believe data from only
2 2012 to 2014 should be used to determine the SLCA; therefore $1,983 would be an
3 inappropriate value to adopt.
4  The Company believes that the 2008 to 2014 normalized average consumption of 68.3 GJs
5 included in the Application should be used as it provides a reasonable representation of a new
6 customer's consumption and captures a sufficient mix of dwelling types and regional
7  consumption variations. In future years when the SLCA is updated, the Company is proposing
8 to use 7 years of consumption data. For example, for the 2017 SLCA analysis, the Company
9  would use consumption from 2009 to 2015.

10
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1 H. REPORTING METHODOLOGY — ANNUAL REPORTING
2 27.0 Reference: APPROVALS SOUGHT
3 Exhibit B-3, BCUC 1.27.3, 1.32.1, 1.32.2, 1.32.3, 1.32.4, 1.32.7.1,
4 1.32.14, 1.32.17
5 Reporting
6 In response to BCUC IR 1.32.1 where the BCUC asked to provide a sample report, FEI
7 provides a spreadsheet and states the following: “Reporting on the forecast aggregate Pl
8 will allow the Commission to review whether the MX Test was applied as approved and
9 to determine if the aggregate PI thresholds need to be adjusted on a go forward basis in
10 order to achieve the aggregate Pl of 1.1.”
11 27.1 Please confirm, otherwise explain, that FEI plans to not only provide a
12 spreadsheet but also provide a discussion based on the results. If confirmed,
13 please describe what FEI proposes to include in that discussion and why.
14
15 Response:
16  Confirmed. FEI is proposing to provide discussion related to the purpose of annual reporting
17  which is to confirm that the Company has complied with the application of the MX Test.
18 Consistent with the spirit of the Core Review, FEI is proposing to provide the following brief
19 discussion:
20  Forecast PI
21 e Confirmation that the forecast individual and aggregate PI thresholds of 0.8 and 1.1
22 respectively were met in the given year
23  Main Extension Test Parameter Update
24 ¢ Confirmation that the methodology to develop the parameters used in the MX Test are
25 those approved by the Commission
26  Main Extension Installation Activity
27 ¢ Qualitative discussion on the use of the 10 year forecast including:
28 o The prevalence of the number of instances, the actual costs and CIAC where a
29 10 year forecast was warranted
30 o The types of main extension projects where a 10 year forecast was warranted
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1  System Extension Fund

2 e Qualitative discussion on the use of the SEF

3 o The prevalence of the number of instances and the actual value of SEF funds

4 accessed by customers

5  Service Line and Meter Installation Activity

6 e Confirmation that the Company used the SLCA as approved by the Commission

7

8

9
10 27.2 Please explain under what conditions FEI would propose to adjust the aggregate
11 Pl threshold and under what conditions FEI would accept the Commission
12 adjusting FEI's aggregate PI threshold.
13
14  Response:
15 FEl is not proposing specific conditions for when a Pl should be changed, nor any annual
16  reporting regarding adjustment of the Pl. In FEI’s view, it is not appropriate to simply look at
17 changing the Pl as a solution. Rather, the Pl is one component of the suite of System
18 Extension parameters that are reviewed as part of a System Extension Application. Further,
19 from a rate design perspective, FEI believes that stability is an important consideration of
20 system extension policy. Since the PI thresholds are the cornerstones of the Test, it follows that
21  they should be stable for customers over a time frame longer than one year.
22  As discussed in the response to BCUC IR 1.38.1, at the next point in time that FEI submits a
23  System Extension Application, one of the factors that it will take into consideration is the Rate
24  Impact Analysis. If the Rate Impact Analysis indicates that changes should be made to system
25 extension policy to rebalance the interests of new and existing customers, one solution could be
26  achange to the Pl. However there may be many other solutions such as those proposed in this
27  application relating to overheads, attachment timeline (5-10 years) and test DCF timeframe (40
28  years).
29  For example, in the current Application, the Rate Impact analysis indicated that customer rates
30 have gone down as a result of capital growth between 2008 and 2014. The Company has
31 therefore proposed a number of changes designed to rebalance the interests of new and
32  existing customers. In the future, if the Rate Impact analysis continued to show that incremental
33  revenue was greater than the costs, one of the options to rebalance the interests of customers
34  would be to lower the PI thresholds. However there may be other changes that could result in
35  Dbetter outcomes than a change to the PI.

36
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1

2 27.3 Please explain under what conditions FEI would propose to change the individual

3 Pl threshold and under what conditions FEI would accept the Commission

4 adjusting FEI's individual PI threshold.

5

6 Response:

7  Please refer to the response to BCUC IR 2.27.2.

8

9
10
11 27.4 Please discuss if there should be an automatic adjustment mechanism for the
12 individual Pl threshold and/or the aggregate PI threshold. If so, how should it
13 work? If not, why not?
14
15 Response:
16  No, there should not be an automatic adjustment mechanism to the Pl. The appropriateness of
17 using a Pl in general and a specific Pl threshold are considerations that should be reviewed at
18 the time of a System Extension Application. Once the terms of the System Extension
19  Application are approved, FEI should implement the test and mechanisms until such time as it
20  makes an application for a new set of System Extension parameters. As FEI notes in response
21 to BCUC IR 2.27.2, it is not appropriate to look at the Pl in isolation as it is but one component
22 of the interrelated System Extension parameters.
23
24
25
26 27.5 Please explain and justify why FEI does not propose to include any estimates in
27 its annual reporting, whether or not they in aggregate or more granular.
28
29 Response:
30  FEl is unsure what estimates the Commission is referring to in the question. FEI notes that the
31  existing reporting mechanism has faced challenges in that estimates (forecast attachments and
32 consumption) are treated by the Commission as reflective of “actual” long term impact of
33  customer additions, when future consumption and attachments are unknown. As such, FEI
34  Dbelieves it more appropriate to report on its customer addition activity as noted in the response
35 to BCUC IR 1.32.1. Refer also to the response to BCUC IR 1.32.7.1 for a discussion of the
36  reasons why reporting on any additional forecast data would not be appropriate.

37
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1
2 In response to BCUC IR 1.32.2 where the Commission asked for the number of hours
3 spent and the cost of preparing each MX Report from 2008 through 2015, FEI explains:
4 The current annual MX reporting consists of 175 individual data tables and takes
5 one highly specialized employee approximately 3 months to complete, assuming
6 a 5 day work week and 100% of the workload is dedicated to the annual MX
7 Report. In addition, the Company must draw upon internal resources across the
8 organization to produce the current MX Report, including assistance from the
9 Forecasting, GIS-Mapping, Information Systems, Operations, Sales, Marketing
10 and Regulatory departments.
11 In total, the Company estimates the preparation of the current format of the MX
12 Report, excluding extraneous activities as requested, requires approximately 500
13 labor hours, costing approximately $100,000 annually to produce.
14 In response to BCUC IR 1.27.3, for 2014 FEI lists $20.599 million in actual main
15 additions, $26.924 million in actual service additions, and $10.339 million in actual meter
16 additions.
17 27.6 Please provide the actual number of hours spent and the actual costs of
18 preparing each of the 2008, 2009, 2010, 2011, 2012, 2013 and 2014 MX
19 Reports.
20
21 Response:
22 An approximation of the number of hours and costs is provided below for each of the annual MX
23  Reports from 2008 to 2014. The Commission’s reporting requirements have increased
24  substantially since the 2008 MX Report resulting in an increase in time and resource
25 requirements. Refer to Appendix D of the 2014 MX Report for detailed correspondence relating
26  to the Commission’s reporting requirements.
Reporting
Estimated Estimated Number  Structure/Requirements
Hours Costs of Pages Changed by BCUC
2008 MX Report 50 $10,000 17 -
2009 MX Report 150 $30,000 31 Yes
2010 MX Report 150 $30,000 35 Yes
2011 MX Report 450 $90,000 87 Yes
2012 MX Report* 500 $100,000 110 Yes
2013 MX Report 500 $100,000 126 No
2014 MX Report 500 $100,000 127 No
27 *Does not include EES Review of System Extension Policies.
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1

2

3

4 27.7 Please confirm, otherwise explain, $100,000 and 500 hours equates to $200/hr.

5 If confirmed, please explain and justify using a cost estimate of $200/hr.

6

7 Response:

8 $200 is an estimated loaded and blended hourly cost for all employees involved in producing

9 the annual main extension report and includes an estimated cost for unpaid overtime hours. It
10 also includes costs for external IT resources that have a relatively high hourly rate that are
11 necessary to extract and compile data from across multiple systems within the Company.
12  Refer to the response to BCUC IR 1.32.2 for a breakdown of the cost and hours involved in
13  producing the annual main extension report.
14
15
16
17 27.8 Please confirm, otherwise explain, that cost of the 2014 annual report would be
18 approximately 0.0017% of annual main, service and meter additions in 2014, if
19 one assumes the report costs $100,000 to prepare (i.e.
20 100,000/(20,599,000+26,924,000+10,339,000)).
21
22 Response:
23 Not confirmed.
24  The 2014 annual MX Report would be approximately 0.17% of annual main, service and meter
25 additions. The 0.0017% provided in the question was not converted to a percentage. In reality
26  0.17% represents the minimum percentage since the MX Report provides data for a sample of
27 all mains extensions and their related services installed in each year and therefore the
28 denominator could be smaller and the percentage larger if the calculation was revised to include
29  only the sample of main extension costs included in the MX Report.
30  As a comparison, in the Company’s response to BCUC IR 1.23.1 of the Annual Review for 2015
31 Rates, the Company states that the actual 2012-2013 FEU RRA cost was approximately
32  $1,561,000* relating to a Net Plant in Service, Mid-Year amount of $3,467,576,000%*. This
33 equates to 0.05% for an application that set customers’ rates for two years and included as a
34  component an oral public hearing. Therefore the current annual main extension report is

%L FEI Response to BCUC IR 1.23.1 - Application for approval of 2015 Delivery Rates, page 87.

% Section 11, Page 83 - Schedule 17 Utility Rate Base for the Year Ending December 31, 2015, Line 17
2014 APPROVED (2).
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1  approximately 3.8% times more costly to produce per capital dollar than the RRA application, or
2 7.6 times more costly if considered on an annual basis.
3 The Company believes that the appropriate way to assess reporting/compliance costs is in
4  relation to the overall necessity and usefulness of the report and whether it serves its intended
5 purpose rather than by quantifying it in terms of a specific value, as introduced above. The
6 Company believes that the costs to produce the report are dis-proportionate to the intended
7  purpose of compliance reporting.
8
9
10
11 In response to BCUC IR 1.32.3 FEI provides the costs of this Application.
12 27.9 If not already included in the Application costs, please provide and breakdown
13 the project development costs. Please describe what is included in each category
14 of the breakdown.
15
16 Response:
17 There is no reference to “project development costs” in the response to BCUC IR 1.32.3.
18 However, FEI can confirm that it does not track the time spent by its employees in the regulatory
19 or other departments in developing regulatory applications and as such, does not have an
20 amount for the costs of developing its proposals in this Application.
21
22
23
24 27.10 Please breakdown the Application costs into consulting fees, legal fees,
25 intervener funding, participant funding, workshop costs, Commission costs,
26 miscellaneous facilities, stationary and supplies. Please describe what is
27 included in each category of the breakdown.
28
29 Response:
30 The requested breakdown of the $325 thousand forecast application costs is provided below.

% $100,000 / $57,862,000 = $0.0017 and $1,561,000/$3,467,576,000 = $0.00045. Therefore,
$0.0017/$0.00045 = 3.7.
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Category Amount
Consulting Costs $ 144,500
Legal Fees 57,000
Intervener and Participant Funding Costs 50,000
Commission Costs 60,000
Miscellaneous Costs 13,500
TOTAL $ 325,000

This information was provided in response to BCUC IR 1.22.1 in FEI's Annual Review for 2016
Rates, where approval of these costs has been requested. These are the same categories of
costs that FEI incurs in the majority of its regulatory applications. The Consulting Costs are for
EES Consulting; the legal fees are for external legal review of the application and information
request responses, and preparation of submissions; Intervener and Participant Funding Costs
include PACA costs and Commission costs that have been estimated based on processes of a
similar scope; Miscellaneous Costs includes publications costs and courier expenses.

In response to BCUC IR 1.32.4 FEI estimates the Rate Impact analysis would cost
approximately $15,000 and take about 75 hours to prepare.

27.11 Please confirm, otherwise explain, that $15,000 and 75 hours equates to
approximately $200/hr. If confirmed, please explain and justify using a cost
estimate of approximately $200/hr.

Response:

Confirmed. Please refer to the response to BCUC IR 2.27.7 for an explanation as to why that is
the correct value to use.

27.12 Please provide the cost FEI paid EES to provide the Rate Impact analysis report
for this Application. If this is different than the $15,000 FEI estimates for future
Rate Impact analyses, please explain why.
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1 Response:
2  Please refer to the response to BCUC IR 2.27.10 for EES costs. EES’ work on the Rate Impact
3 Analysis was just one component of the work they did on this matter. FEI has used EES to
4  provide expertise in preparing for and attending its workshops with stakeholders, as well as
5  providing input for the Application. EES also prepared a report that outlined the results of a
6 jurisdictional survey and explained their analysis.
7  With respect to the Rate Impact Analysis, it took time to develop the appropriate approach and
8 model as well as additional time reviewing data sources to ensure the proper sources were
9 being used in the analysis. In addition, different iterations of the analysis were prepared for the
10  workshops and for the Application using different time periods and updated assumptions. EES
11 also had to explain the analysis in its report. Therefore the amount spent on this analysis to
12  date is much more than would be required to update the analysis in future years.
13 The estimate of $15,000 is based on having an established model and methodology for
14  gathering the required data. The largest amount of time required for the analysis would include
15 FEl's time to work with the raw data on costs for projects by year and the raw data used in
16  developing the average use on a weighted basis for all of the various rate schedules. It is
17  expected that very little, if any, time would be required from EES now that the model has been
18 constructed, unless the results suggested some changes to the MX Test should be considered
19 in which case FEI might consult with EES on what if anything should be changed.
20
21
22
23 In response to BCUC IR 1.32.7.1, FEI stated:
24 [...] the Core Review’s specific recommendation with respect to the requirements
25 for compliance reporting is cited below:
26 “... The BCUC should place more responsibility on regulated entities to
27 report, on an exception basis, deviations from forecasts that could affect
28 costs and rates, instead of routine reporting.”
29 The above recommendation made the following two points clear: First,
30 unnecessary or low value information should not be part of the compliance
31 reporting requirements. Second, deviations from forecasts are not part of the
32 routine reporting; rather, they are done “on an exception basis.”
33 27.13 Please explain what FEI considers “an exception” for (i) mains extension capital
34 cost variance; (ii) use per customer variance; and (iii) number of customer
35 attachment variance. Please include figures and calculations in your explanation.

36
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1 Response:
2  The annual reporting would normally (i.e. other than years when the Rate Impact analysis was
3 undertaken) report by providing a statement as to whether FEI had complied with the MX Test
4  and its Pl parameters. Further reporting would only be required in the event that there was an
5 instance of non-compliance. FEI considers this to be exception based reporting.
6  With specific regard to the items listed in the question, FEI considers that the information should
7 be considered in aggregate — looking at exceptions based on the sum total of the data, not
8 looking for exceptions on a main-by-main basis. The most appropriate way to do this is through
9 the Rate Impact Analysis which would be updated periodically. Specifically, the analysis
10  considers the following aggregated actual data:
11 1. Capital costs for main extensions, service lines and meters;
12 2. Customer attachments; and
13 3. Customer usage by rate class.
14
15 FEl is proposing that further inquiries would only be undertaken regarding the parameters of the
16  MX Test if the Rate Impact analysis suggested there is some reason to consider them. FEI thus
17  considers the Rate Impact analysis to be exception based reporting conducted in an efficient
18  manner, consistent with the Core Review recommendations.
19
20
21
22 In response to BCUC IR 1.32.14 FEI explains that it uses the random sample to
23 calculate the aggregate PI.
24 27.14 Please provide the formula used to determine the random sample based
25 aggregate PI.
26
27 Response:
28  Currently, the Company does not determine the random sample based aggregate Pl using a
29 formula. As described in the response to BCUC IR 1.32.14, the Company combines the inputs
30 from each individual MX test in the sample year and then applies those inputs into a single MX
31 test that recalculates the PI for the entire sample in aggregate. This yields a more accurate
32 result since the aggregate Pl is actually being calculated using the MX test rather than
33 estimated using an average or weighted average of the individual Pls. The Company has been
34  following this methodology since the 2008 MX Report.
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1 The Company has provided a simple diagram to illustrate this process assuming there were
2  only two individual main extensions from the 2011 sample year. The attachments and costs are
3  added together and the consumption by rate group is averaged for each year. These inputs are
4  then entered into a single MX test with the same annual parameters as the original MX tests for
5 that sample year and an aggregate Pl is calculated.
6 In practice, this same process is followed with a much larger number of mains in the sample.
2011 MX test #1 - Inputs 2011 MX test #2 - Inputs
v Attach ts Rat Consumption Total Service v Attach - Rat Consumption Service
ear achmen ate (GI/Year] Costs ear achmen e (GIfYear]  Cost/Unit
1 10 Residential B0 5 10,000 1 - - - -
2 4 Commercial 200 5 4,000 2 1 Commercial 400 S 5,000
3 - - - - 3 - - - -
4 - - - - 4 - - - -
5 - - - - 5 1 Industrial 1,000 $ 5,000
Total Mains Cost s 15,000 Total Mains Cost s 10,000
Attachments Consumption (Gl /Year)
Year Residential Commercial Industrial Residential Commercial Industrial
1 10 60
2 5 240
3
a
5 1 1,000
5 /Service s 1,000 S 2,000 S 5,000
Total Mains Cost 5
2011 MX Test — Aggregate Sample PI
E— Result
7
8
9
10
11
12 27.15 Please confirm, otherwise explain, that FEI now proposes to use the entire

13 population to calculate the aggregate PI using the same formula.
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Response:

Confirmed. FEI is proposing to include the entire population of main extensions for each year
and calculate the aggregate forecasted PI based on the methodology described in the response
to BCUC IR 2.27.14. FEI believes this will provides the most accurate PI value.

In response to BCUC IR 1.32.17 FEI provides the cost of the five most costly main

extensions in 2008 to 2014 taken from the Rate Impact Study.

27.16 Please reproduce this table adding actual and forecast service and meter costs
to the main costs.

Response:

The data is provided below as requested.

Actual Service

Forecast Service

Year Main Cost and Meter Cost and Meter Cost
2008 | $ 1,862,680 | $ 67,608 | $ 196,515
2008 | $ 342,460 | $ 182,818 | $ 197,280
2008 | $ 294,388 | $ 20,531 | $ 18,887
2008 | $ 266,841 | $ 15,265 | $ 82,662
2008 | $ 210,421 $ 72,802 | $ 36,329
2009 | $ 232,703 $ 6,938 | $ 42,764
2009 | $ 104,818 $ 30,776 | $ 103,235
2009 | $ 103,212 $ 65,735 | $ 103,235
2009 | $ 101,429 $ 6,733 | $ 94,710
2009 | $ 96,276 | $ 69,279 | $ 60,768
2010 ( $ 110,083 $ 50,096 | $ 83,785
2010 | $ 92,511 | $ 2,967 | $ 3,974
2010 | $ 85,907 | $ 62,354 | $ 89,010
2010 | $ 82,883 | $ 13,660 | $ 26,202
2010 | $ 72910 | $ 3,551 | & 47,745
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Actual Service Forecast Service

Year Main Cost and Meter Cost and Meter Cost

2011 | $ 250,121 | $ 5772 | $ 11,684

2011 | $ 163,391 | $ 161 | $ 26,862

2011 | $ 157,638 | $ 38,440 | $ 36,329

2011 | $ 124,139 | $ 30,271 | $ 28,609

2011 ( $ 77,867 | $ 18,697 | $ 5,026

2012 ( $ 289,737 $ 14,784 | $ 16,353

2012 | $ 132915 | $ 7,855 [ $ 14,581

2012 ( $ 91,846 | $ 21564 | $ 43,008

2012 ( $ 78,309 | $ 19,277 | $ 70,544

2012 ( $ 68,206 | $ - $ 192,870

2013 | $ 274,142 | $ 29,829 | $ 105,096

2013 | $ 177,812 | $ 20,496 | $ 47,557

2013 | $ 149,733 | $ 8,115 | $ 123,066

2013 | $ 134,003 | $ 61,059 | $ 92,532

2013 ( $ 132,797 $ - $ 32,093

2014 ( $ 564,483 $ - $ 36,436

2014 ( $ 164,241 $ 4,137 | $ 69,772

2014 | $ 108,314 $ 21,936 | $ 44,616

2014 ( $ 98,934 | $ 63,806 | $ 150,793

2014 ( $ 82,774 | $ 31,217 | $ 61,856
1
2
3
4
5 27.17 Please confirm, otherwise explain, that FEI would consider the five most costly
6 main extensions, including the service and meter costs, to be material extensions
7 as compared to other extensions. If confirmed, why? If not confirmed, why not?
8
9 Response:

10 The five most costly main extensions would certainly be larger than the typical extension,
11  considering that the average extension is only $11,600 and 97% of extensions are below
12  $50,000. However, even the largest main extensions are not very large even relative to the
13 smallest CPCN applications. For example, the average cost of the top 5 mains between 2008
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1 and 2014 was only $211,000. FEI routinely undertakes capital expenditures of greater amounts
2 not associated with main extensions with little or no ex post reporting at all. For example, FEI's
3 PBR Application identified a number of transmission and distribution projects that each exceed
4 $1 million in value*. FEVI's 2014 RRA? similarly lists a number of projects that are in excess of
5  $400 thousand.
6  FEI does not consider the five most costly main extensions to be material extensions compared
7  toits rate base nor its annual revenue requirements.
8
9
10
11 27.18 Please fill in the following table in as-spent dollars for residential and commercial
12 customers:
2008 2009 2010 2011 2012 2013 2014
1. Actual total
main costs
2. Actual total
service line costs
(including meter
and regulator for
new non-infill
customers)
3. Actual number
of new mains
4. Actual number
of new service
lines (new non-
infill customers)
5. Actual new
consumption of
non-infill
customers
13
14  Response:
15 The Company is assuming that by “non-infill” customers, the Commission is referring to those
16  customers who have connected to a main and that were part of the forecast attachments for that
17  main in the MX Test. Following the same logic, an “infill” customer would be a customer who
18 connected to a main and who was not part of the original attachment forecast for that main in
19 the MX Test.

24 Pages 221 through 226.
» Pages 67 to 69.
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1 The Company is not able to provide a breakdown of total service line costs, customers and
2  consumption by in-fill and non-infill customers as there is currently no internal mechanism to
3 identify the approximately 75,000 new service lines that have connected since 2008 as either
4 infill or non-infill.
5 In general, there is no need for such a mechanism. For example, a residential customer
6 connecting to a new main extension in year 4 who was part of the original attachment forecast is
7 identical to a residential customer connecting in year 4 to the same main extension who was not
8 part of the original forecast in that they both would have similar costs to connect, pay the same
9 rates, contribute to the revenues over the life of the main extension and would both be
10 considered in any final analysis of the economic performance of the main extension.
11
12
13
14
15 27.19 Please fill in the following in forecast year dollars for residential and commercial
16 customers:
2015 2016 2017 2018 2019 2020
Forecast new
main costs
Forecast new
service line costs
(for new non-infill
customers,
including meter,
regulator etc.)
Forecast number
of new mains
Forecast number
of new service
lines (new non-
infill customers)
Total expected
new consumption
(new non-infill
customers)
17
18
19 Response:
20 Please refer to the response to BCUC IR 2.27.18.
21

22
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27.20 Using the data provided in the first table please perform linear regression on row
1 (actual total main costs for 2008 to 2014) and extrapolate for years 2015, 2016,
2017, 2018, 2019 and 2020. Please repeat for rows 2, 3, 4 and 5.

OOk, WN P

Response:
7  Please refer to the response to BCUC IR 2.27.18.

10

11 27.21 Could FEI devise a reporting methodology using the information provided in the
12 tables and/or the information filed in response to the previous question? If so,
13 what would it be? If not, why not?

14

15 Response:

16  No; this reporting is not reasonable. The cost and effort to produce the information given the
17  relative value is not efficient from a regulatory perspective. FEI's proposed reporting which
18 focuses on an annual report showing compliance with the MX Test, should be preferred. The
19 tables provided in BCUC IRs 2.27.18 and 2.27.19 appear to be a comparison of actual to
20 forecast main extensions by year, segregated by infill vs. non infill customers, which is not a
21  meaningful comparison. In addition to annual compliance reporting, FEI has proposed its Rate
22 Impact analysis as a means to consider the impact to existing customers of adding new
23  customers over time.

24
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CUSTOMER FORECAST PERIOD

Exhibit B-1, Section 4.1.2, pp. 54-55;

Exhibit B-3, BCUC IR 1.24.2, p. 104; Exhibit B-5, CEC IR 1.40.5, p. 96
Reporting Methodology for a 10 year forecast period

On page 55 of the Application, FEI recommends including, in its annual MX reporting,
additional summary information regarding the main extensions that rely on a 10 year
customer addition forecast.

In response to BCUC IR 1.24.2, FEI “estimates that a small percentage of the average of
785 main extensions installed each year would warrant the use of the 10 year forecast.”
In response to CEC IR 1.40.5, FEI “estimates less than 1 percent of main extensions
would fall in the 10 year category.”

28.1

Response:

For the less than 1 percent of an average of 785 yearly main extensions, please
discuss the feasibility of FEI reporting the following information for each main
extension that used a 10-year customer addition forecast period:

The forecast total capital cost using the 10 year forecast period along with
the forecasted dollar value of the associated CIAC;

The forecast total capital cost to serve the same customers if a single 10-
year forecast period was not used, along with the dollar value of the
associated CIAC;

The forecast reduction in total capital cost if the 10-year period was used;
The actual total capital cost for the installed mains;
The actual CIAC for the installed mains; and

Explanations of how the five types of data, listed on page 55 of the
Application, was used to determine that a 10-year customer addition
forecast period was more appropriate than a 5-year customer addition
forecast period.

Although FEI could feasibly provide the information requested, the Company does not believe
that this is necessary. The Company believes that its reporting proposal already meets or
exceeds what is required for routine compliance reporting. For example, utilities in Ontario have
been using a 10 year forecast for all their main extensions without providing compliance
reporting specific to the forecast term.
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28.2 If the number of main extensions that use a 10-year customer attachment
forecast period makes individual reporting infeasible, please discuss the
possibility of reporting (i) a summary of the information requested in the previous
guestion; as well as (ii) individual information for all main extensions with capital

costs above a certain dollar amount.

Response:

Please refer to the response to BCUC IR 2.28.1.

28.2.1 What should that dollar amount be?

Response:

Please refer to the response to BCUC IR 2.28.1.
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1 L REPORTING METHODOLOGY - RATE IMPACT ANALYSIS

2 29.0 Reference: SYSTEM EXTENSION POLICY REVIEW

3 Exhibit B-1, Section 5.4.3, p. 79;

4 Exhibit A2-4, BCUC Generic Cost of Capital Proceeding, Exhibit B-

5 20, BCUC IR 1.108.0, pp. 255-258;

6 Exhibit A2-5, FEI and FBC Multi-Year Performance Based

7 Ratemaking Plan for 2014 through 2018 Applications, Exhibit B-26,

8 BCUC IR 2a 17.0, pp. 4-8

9 Use per customer —rate impact and Rate Stabilization Adjustment
10 Mechanism (RSAM)
11 On page 79 of the Application, FEI states “[it] has seen an overall reduction in use per
12 customer for new customers compared to existing customers.”
13 Exhibit A2-4, page 256 states: “Second, as the information described below indicates
14 that lower use per customer is ‘the new norm,’ there is an issue of equitable treatment
15 among customers with any policy designed to deter customer attachments as oppose to
16 simply making a reasonable CIAC.”
17 29.1 Please update Figures 1 and 2 in Exhibit A2-4 to include 2011 through 2014
18 data. Also include a fully functional electronic spreadsheet with updated data and
19 the graphs.
20

21 Response:

22  The updated graphs are provided below and a working spreadsheet has been included as
23  Attachment 29.1.
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1 In Exhibit A2-5 FEI states:
2 FEI confirms that the RSAM would capture delivery charge revenue differences
3 between the delivery charge revenues from the average UPC used to set rates
4 and the delivery charge revenues of low UPC customers.
5 ...Subject to the observation that the calculations presented in the table in the
6 guestion are approximations FEI agrees that amounts of $4.3 million and $9.6
7 million are directionally reasonable for the first and fifth years respectively.
8 29.2 Declining annual use rates from residential customers impact the RSAM and
9 increase rates for RSAM customers. Please complete the table below for 2008
10 through 2014 to estimate impact of new residential customers having lower use
11 per customer (UPC) rates than existing customers.
12
13 Rate 1 RSAM Rate Impact
Customer Approved RSAM Actual UPC Delivery Rate RSAM Rate
Year Additions UPC (GJ) (GJ) ($/GJ) Impact ($)
A B C D Ax (B-C)xD
=E
2008
14
15 Response:
16  The requested table is provided below for FEI only, since FEVI did not have an RSAM account
17  for any of the years shown. For clarity, FEI has provided net residential customer additions in
18  Column “A” and provided Actual UPC in Column “C”, as well as adding two additional columns
19 to provide the RSAM Rate Impact using Normalized Actual UPC as shown in Column “F”.
20  The table shows that, over the period 2008 to 2014, the RSAM Rate Impact from using actual
21  residential UPC, which is the amount used in calculating the RSAM deferral account additions
22  each year, has resulted in higher than forecasted use rates overall during the sample period as
23 shown in Column E, which is primarily due to weather variations. Consequently, the additional
24 UPC has contributed to marginally lower rates for RSAM customers.
25  When adjusting for the effects of weather (Column G), there is a cumulative $68.6 thousand that
26  is not due to weather; there may be some contribution to this amount from lower use rates of
27 new customers, but FEI cannot state whether this is the case. Regardless, the amount is not
28 large enough to have a rate impact on residential customers. As FEIl stated in response to
29 BCUC IR 1.5.1, the forecast use rate each year already incorporates the expectation of new
30  customers consuming less.

31
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Normalized
Customer Approved Actual |Delivery Rate | RSAM Rate Actual UPC RSAM Rate
Year Additions | RSAM UPC (GJ) | UPC(GJ) ($/G)) Impact ($) (G)) Impact ($)
A B C D Ax(B-C)xD=E F Ax(B-F)xD=G
2008 7,959 96.1 106.1 | $ 2783 | S (221,499) 93.0|$ 68,665
2009 4,822 91.1 100.2 | S 3.101 | S (136,073) 93.0( S (28,411)
2010 6,824 91.7 86.8|S 3179 | $ 106,298 93.0| S (28,202)
2011 4,994 90.3 9.2 | S 3.275 | $ (96,497) 90.0 | S 4,907
2012 4,475 90.8 91.7 | S 3.488 | $ (14,048) 920 S (18,731)
2013 6,956 89.9 903 | S 3.663 | $ (10,192) 89.0|S 22,932
2014 7,415 90.7 87.3|S 3.761 | S 94,819 89.0(S 47,409
1 Total S (277,191) S 68,570
2 Note: Columns B, C and D are from FEI's RSAM Annual Status Reports. Columns A and F are from
3 Appendix A2 of FEI's Annual Review for 2016 Rates.
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30.0 Reference: SYSTEM EXTENSION POLICY REVIEW

30.1

Response:

Exhibit B-3, BCUC IR 1.37.1, BCUC IR 1.37.1 Attachment;

FEI Multi-Year PBR 2014-2018 Decision (FEI 2014-2018 PBR
Decision), p. 122;

Exhibit A2-6, FEI Application for Approval for 2015 Delivery Rates
pursuant to the Multi-Year PBR Plan approved for 2014 through
2019, Exhibit B-1-1, p. 84

EES Rate Impact analysis-growth

Please provide the sources of the 2015 With Growth items: rate base
($3,656,399,000), O&M expenses ($238,093,000), customers (970,399), total GJ
(174,623,400 GJ) and return, depreciation and taxes ($522,883,000) in the
BCUC IR 1.37.1 Attachment.

The figures used are from FEI's 2014 to 2019 Performance Based Ratemaking Plan - Annual
Review for 2015 Delivery Rates, Exhibit B-1-1, Section 11 submitted January 29, 2015.

Figure Reference

$3,656,399,000 (Schedule 17, Row 27, column 6) multiplied by 1000

$238,093,000 (Schedule 11, Row 6, column 3) multiplied by 1000

970,399 customers  Schedule 7, Row 28, column 9 + 10 (for the approximate number

of Rate 46 customers)

174,623,400 GJ (Schedule 7, Row 28, column 2) multiplied by 1000

$522,883,000 ((Schedule 3, Row 34, column 5) + (Schedule 13, Row 5,

column 3) + (Schedule 3, Row 32, column 5) + (Schedule 3,
Row 25, column 5)) multiplied by 1000

30.2

Please complete the table below showing the 2008 to 2014 Growth and
Sustainment/Other capital change; include references for the 2008 and 2014
data. Also include a fully functional electronic spreadsheet showing the
calculations.

2008-2014 Actual Growth and Sustainment/Other Capital Change

2014 2008 Change (2014- | Reference
Actual ($) | Actual ($) | 2008)

Meters/Regulators $16,163,726
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Services (Company Paid) $115,724,533
Mains (Company Paid) $61,656,694
SJ and Internal Costs $7,228,180

Total Growth $200,773,133

Sustainment/Other Capital

Total Capital

N -

Response:

FEI is unable to complete the table as requested. The column “Change (2014-2008)” is the total
additions to each of the categories shown for new customers, as provided in the EES Rate
Impact report. It is not the change in the amount of total growth and sustainment capital
between 2014 and 2018. The change in the amount of total growth and sustainment capital
between those two years is made up of additions, retirements, capitalized overheads, transfers
and other asset transactions. Thus, completing the table by adding the “2014 Actual ($)” and
the “2008 Actual ($)” columns with the total growth and sustainment capital for those two time
10  periods will not result in the numbers shown in the “Change (2014-2018)” column.

© o ~NO Ol A~ W

11 Instead, FEI provides below a summary by year of the new customer capital amounts that agree
12 to the $200,773,133 shown in the Commission-provided table, with the functional electronic
13  spreadsheet provided in Attachment 30.2. The total agrees to the EES Rate Impact report.
14  There are no sustainment/other capital amounts in that report, so FEI was unable to complete
15 that part of the request.

$ 2008 2009 2010 2011 2012 2013 2014 Total
Meters/Regulators 2,770,790 2,184,905 1,945,538  2,245354 2,492,027 2,138,851 2,386,262 16,163,726
Services 16,037,431 13,507,618 16,147,545 15,850,142 18,504,416 16,872,996 18,804,385 115,724,533
Mains 18,315,025 8,173,206 6,552,862 7,364,986 7,416,149 6,407,139 7,427,327 61,656,694
s) (514,285) 440,216 1,108,671 421,684 2,181,045 1,843,543 1,747,305 7,228,180

16  JTotal Growth 36,608,961 24,305,945 25,754,617 25,882,165 30,593,637 27,262,530 30,365,279 200,773,133

17

18

19

20

21 Page 122 of the FEI 2014-2018 PBR Decision states: “Accordingly, the Commission

22 Panel approves Growth Terms of 0.5 * (SLAt-1/SLAt-2) for FEI's growth capital and 0.5 *

23 (ACt-1/ACt-2) for all other cases.”

24 30.3 The approved capital growth term of “0.5 * (SLAt-1/SLAt-2)” is based on the

25 change in the number of service line additions, while the growth term in the EES
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1 Rate Impact Model is based on the change in the number of customers. Please

2 update the EES Rate Impact Model to use the change in the number of service

3 line additions for 2008-2014 for growth.

4

5 Response:

6 The EES analysis growth in customers is based on a change in total customers over the 2008 —

7 2014 period and is used to determine both the GJs associated with growth and the increase

8 (@50%) in O&M that FEI would experience from that growth. The average use per customer

9 developed for the Rate Impact analysis is calculated on the basis of the number of customers
10 rather than the service line additions. If the analysis was changed to reflect the number of
11  service line additions, the average use would have to be adjusted to reflect GJ per service line
12  rather than GJ per customer and the total GJ associated with growth would remain the same.
13  Therefore, changing from number of customers to service line additions would have no impact
14 on the results of the model.
15 The Service Line Addition (SLA) growth formula is used to calculate the growth capital required
16 to connect new customers in a year in relation to the number of connections performed in the
17  previous year. The SLA formula has no relationship to the growth in O&M over time so it cannot
18 be used in the EES analysis for purposes of estimating growth in O&M. Further, the Rate
19 Impact analysis provides the actual growth capital over the 2008-2014 and therefore the number
20  of service line additions is not necessary to calculate the growth capital over that time period.
21
22
23
24 30.4 The capital growth formula in the FEI 2014-2018 PBR Decision includes the
25 impact of customer growth on Sustainment/Other capital. Please explain why the
26 EES Rate Impact Model does not include the impact of customer growth on
27 Sustainment/Other capital.
28
29 Response:
30 The purpose of the EES Rate Impact analysis is to quantify the impacts of near term customer
31 growth on rates. Sustainment/Other capital is not linearly related to customer growth but is
32  required over time. For example, if a new customer is added through a main extension and
33  service line addition then that main and service line would not require sustainment/other capital
34 until such time that either the assets were fully depreciated and needed to be replaced or
35 perhaps a standards change required work on the assets. To be clear, sustainment/other capital
36 is not directly related to near term (immediate) customer growth capital and is not an
37 incremental cost linearly related to the addition of customers.
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1
2
3
4 30.4.1 Given that Growth capital was 20 percent ($28.5 million/$145.7 million)
5 and Sustainment/Other capital was 80 percent ($117.2 million/$145.7
6 million) of 2015 formula capital expenditures (Exhibit A2-6), does the
7 EES Rate Impact Model understate the cost of customer growth?
8 Please explain why or why not?
9
10 Response:
11  No. Please refer to the response to BCUC IR 2.30.4.
12
13
14
15 30.5 Please complete the table below showing the 2008-2014 breakdown of the
16 growth GJs by rate class; include references for the data. Also include a fully
17 functional electronic spreadsheet showing the calculations.
18
19 Growth in GJs by Rate Class
2008-2014 2008-2014
Customer Average Use per | 2008-2014
Additions Customer (GJ) | Growth Reference
(GJ)
Rate 1
Rate 2
Total | 85,348 134 11,454,018
20
21
22 Response:
23  The requeseted infromation has been provided below. The Company has not filed actual
24  weather normalized annual average consumption information for the 2008 to 2014 new
25  customers in any previous proceeding, therefore there are no pre-exisitng references to provide.
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2008-2014 2008-2014
2008-2014
Customer Average Use Per
. Growth (GJ)

Additions Customer (GJ)
Rate 1 75,560 68.3 5,159,204
Rate 2 9,210 356.5 3,283,321
Rate 3 514 3,836.6 1,972,226
Rate 4 3 36.0 108
Rate 5 7 10,979.8 74,311
Rate 6 5 3,696.4 18,482
Rate 7 1 69,753.2 69,753
Rate 22 1 350,000.0 350,000
Rate 23 34 7,227.6 245,738
Rate 25 11 14,721.1 161,932
Rate 27 2 59,471.3 118,943
Total 85,348 134.2 11,454,018

Please refer to Attachment 30.5 for the requested fully functional electronic spreadsheet.
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1 31.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-3, BCUC IR 1.37.1, BCUC IR 1.37.1 Attachment, PBR, p.

3 229; Exhibit B-1, Application, Section 2.2.1.1, p. 20

4 EES Rate Impact analysis

5 On page 229 of the PBR, FEI states: “...FEI| has determined that a more simple and

6 accurate method is to forecast mains activity levels based on the most recent three-year

7 historical average for this type of activity.”

8 31.1 Please recalculate the EES Rate Impact Analysis, BCUC IR 1.37.1 attachment,

9 for 2014 with and without growth using the 2011-2013 period to determine the
10 growth amount. Also show the calculation of the 2014 multiplier for return,
11 depreciation and taxes.
12

13 Response:

14  The results are shown in the table below. Note that the savings per customer are reduced to
15  40% of the original savings. This does not imply that the savings are less because a different
16  selection of years is used. What it does reflect is the fact that for every year of growth there are
17  additional savings to existing customers. Thus when 7 years of growth are used there are
18  proportionately greater savings than when 3 years of growth are used. Use of this different time
19 period demonstrates that even over a short time period rates decrease for existing customers as
20 aresult of adding customers on the system under the current extension policies.
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Actual data
Forumula driven results based on actual data and general assumptions
2014 With 2014 Without 2011-2013
Growth Growth Growth Amount

a 2011-13 Meters/Regulators $6,838,156
b 2011-13 Services (Company Paid) $53,582,972
¢ 2011-13 Mains (Company Paid) $18,870,931
d 2011-2013 SJ and Internal Costs $4,446,272
e Rate Base $3,632,228,000
f Return, Depreciation, Taxes $511,602,000
g Multiplier for Return, Depreciation, Taxes
h O&M Expenses $233,508,000
i 50% of Customer Growth Rate
j Other Revenues/Expenses -$3,605,000
k Offsetting Bypass Revenues $28,226,000
| Total Revenue Requirement (exc. Cost of Gas) $741,505,000
m Net Revenue Requirement (exc. Cost of Gas)
n Customers 952,119
o Percent Growth in Customers
p Average GJ/Cust
g Total GJ 182,857,400
r Cost per GJ (exc. Cost of Gas)
s Percent Difference
t $ Difference per Original Customer

(Rate Impact per Customer per Year)
u Cumulative Rate Impact
v Equivalent Capital Spending with 13.9%

Multiplier
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1 32.0 Reference: SYSTEM EXTENSION POLICY REVIEW
2 Exhibit B-3, BCUC IR 1.37.2
3 EES Rate Impact analysis
4 The methodology used in EES Rate Impact analysis model has not been approved and
5 used in other jurisdictions.
6 In BCUC IR 1.37.2, FEI states: “EES Consulting has not specifically done a search for
7 such a model; however, FEI received a copy of a table measuring the rate impact
8 associated with adding new customers from Gaz Metro.”
9 32.1 Please provide the table from Gaz Metro and discuss the findings.

10

11 Response:

12  Please refer to the tables provided below. While FEI has not attempted to interpret the findings
13  relative to total rates for the utility, FEI did observe the factors included in the comparison made
14 by Gaz Metro. The table compares forecast to actual number of customers, gas volumes and
15 costs for the year 2012 for the residential class and for the business class. Lines 36 and 37 on
16  all three pages below provide the annual rate impact of growth over a one year period and a five
17  year period.
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COMPARAISON DU PLAN DE DEVELOPPEMENT - VENTES TOTALES Société en commandite Gaz Métro
CAUSE 2012 VERSUS REEL A PRIORI Rapport annuel au 30 septembre 2012, R-3831-2012
POUR L'EXERCICE TERMINE LE 30 SEPTEMBRE 2012

PETIT ET MOYEN DEEIT (PMD} GRAND DEEIT TOTAL
Ligne Description RESIDENTIEL - Total AFFAIRES - Total TOTAL PMD
Cause 2012 Resl 2012 Varlation Cause 2012 Real 2012 Varation Causa 2012 Resl2012 arlation Cauga 2012 Resl 2012 Warlation Cause 2012 Rael 2012 Varlation
[c2-C1) (C5-C4) (CB-CT) {C11-C10) (C14-C13)
{1 2 [&]] 4 (5 (&) /] (8) 3 1) 1) (12 13) 14 {15)
1 |Nombre de clients' an 1 an9z asn 440 2850 2 008 L] 5042 G440 507 10 16 ] 5052 G485 513
2 |Mombre de clients an 2 {cumulat) 4827 5033 41 278z 2826 44 7400 7864 455 10 12 2 7410 TETE 457
3 |Mombre de clients an 3 (cumulatify 5403 6078 6aa bl 2330 40 8207 8015 708 0 il 1 a7 8825 ToR
4  |Nombre de clients an 4 (cumulatf) 5 594 6211 815 2790 2848 48 8305 2050 664 10 1 1 8405 9070 685
5  |Mombre de clients an § (cumulatify 5818 6211 525 2790 2340 50 B415 2 D&0 645 i} il 1 34325 a7t 545
& |Volumes (10°m7) an 1 T 768 11200 34 62 830 T7 880 7 856 T7 506 B2 88D 11203 26 621 110 838 84317 104 217 199 827 95 610
7 |Volumes (10°m?) an 2 (cumulatif) B218 11082 2 8ag 64 420 T 7e7 Tarm T2 836 82870 10243 26 621 44 102 17 481 99 257 128 881 27724
&  |Wolumes (10°m®) an 3 (cumulatif) B531 12330 3349 64 778 TZ M0 7570 74358 85320 10870 26 621 35 602 3881 100 280 120 831 18 251
9 |Volumes (10°m?) an 4 (cumulatif) o ong 12871 3062 64 778 T2 580 Te1 T4 688 BA 460 11773 26 621 36 602 8881 101 308 122 D&2 20754
10 |Volumes {10°m") an & (cumulatf) Do44 14 080 4118 64778 TIEaT 7850 T4T722 BB 607 11078 26 621 36 602 3081 101 342 122 200 20 056
11 [Immobilisations (000 §) an 0 10818 11471 553 17 085 28 080 11005 28003 32561 11 558 181 1218 1038 29313 40778 11486
12 |Immabilisations (000 $) an 1 2808 16828 (1181) - M7 83 300z 1874 (1128) - - - 3002 1874 (1128)
13 |Immebilisations (00D $)an 2 1337 960 (428) 125 L] (20) 1512 1088 (457} - - - 15612 1088 {457)
14 |Immabilisations (000 $) an 3 314 118 45 &1 16 are 176 (203) - - - are 176 {203)
15 |Immabilisations (00D $) an 4 35 18 - 10 10 35 26 (o) - - - a5 26 (10
18 |Immabilisations. (000 $}an 5 o} - - - - o - (0} - - - 1] - {0
17 |(incluant les frais généraux)
12 |Subwvention PRC (000 §) an 1 isn 6 269 3443 8 146 @ 355 1208 11067 15624 3857 - - - 11 987 15 624 3657
13 |Subvention PRC (000 §) an 2 2062 2321 168 a5 130 45 2147 2350 212 - - - 2147 2350 2z
20 |Subvention PRC (000 §)an 3 1018 1818 509 n 48 av 1030 1666 636 - - - 1030 1686 635
21 |Subvention PRC (000 §)an 4 245 w7 132 - 22 22 245 300 154 - - - 45 ) 154
22 |Subwention PRC (000 §) an 5§ 28 - (26) - - - 26 - (26) - - - 25 - (26)
23 |contributions clients” (000 §) an 0 (341) (200 13 (1458) (1 187) 72 - - - (1458) (1187) 2
24 |confributions clients (DOD §) an 1 (852) (93a) (66) (1253) (1403) (150} - - - 1253) (1403) {150)
25 |contributions clients (00D §) an 2 {444) (440) 42 (485) (457) i) - - - {495) {457} 8
25 |confributions clents (00D §) an 3 (213) (311) 1 (222) (312) (80} - - - {Z22) (312) (20)
27 |confributions clients (00D §) an 4 53) (39) (1) (53) (40} 12 - - - &2 40} 12
28 |confributions clients (D00 5) an 5 () - () () () 5 - - - {8) [(1)] 5
2 Total des investissements (000 §) an 0 10578 11272 694 15 087 27 103 11136 26545 8374 11830 181 1218 1028 27 855 30 502 11738
= Total des investissements (000 §) an 1 5777 6081 1134 7930 9135 1106 12716 16006 2310 - - - 13718 16 026 23
3 Total des investissements (000 §) an 2 3005 2740 (268) 158 ny 58 3164 2057 (208) - - - 3164 2857 (208)
2 Total des investissements (000 §) an 2 1133 1423 280 54 o7 54 1187 1520 3 - - - 1187 1520 42
3 Total des investissements (000 §) an 4 228 353 128 - i i 228 385 157 - - - 228 385 157
] Total des investissements (000 §)an 5 20 - (20) - (0] (0] 20 (0} (21) - - - pii] {0) {21)
35 |Impact sur les tarifs
36 Pour |a premiére année (000 ) 473 114 (383) (5 042) (5 148) (1D6) (4 564) (5034) (470} 7am) (2441) (1704) (5 168) (7 475) (2 307)
1) Pour les cing premigres années (000 §) 570 (815) (11a5) 21 109) 22 474) (1 365) {20 538) {23 08g) (2 B50) {3075) (4 .247) (1272) (23 11@) (27 428) 4 317)
38 |Taux de rendement interne 10,10% 11,85% 1,85% 28,35% 21,73% -8,62% 20,03% 18,15% -1,88% = 100% = 100% 0.0% 20.78% 18.28% -1.78%
33 |Point mort tarifaire {années) 781 347 {4.34) 1,00 1.00 - 1,00 1.00 - 1,00 1.00 - 1.00 1.00

Le nomiore g clents coOmespond aux nomore de clients pour lesqusls || y 3 eu des ventes. Cec! comprand Ies Nouveaux clients, mals awss! les cliants Swsiants powr IEsqUEIS UM 3jout e CoNSomMMENon a 218 signé.
? Les contributions cllents regroupent les frals de raccordement de 300 § alns! que toutes les autres contributions fakes par les clents.

Original » 20712.12.27 Gaz Métro - 13, Document 2
1 Page 1 de 3
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COMPARAISON DU PLAN DE DEVELOPPEMENT - NOUVEAUX CLIENTS SEULEMENT Société en commandite Gaz Métro
CAUSE 2012 VERSUS REEL A PRIORI Rapport annuel au 30 septembre 2012, R-3831-2012
POUR L'EXERCICE TERMINE LE 30 SEPTEMBRE 2012

PETIT ET MOYEN DEEIT (PMD} GRAND DEBIT TOTAL
Ligna Description RESIDENTIEL - Nouveaux clients AFFAIRES - Nouveaux clients TOTAL PMD - Nouveaux clients Nouveaux clients HNouveaux clients
Cause 2012 Real 2012 Varlation Cause 2012 Real 2012 Vanatien Causs 2012 Réal 2012 varlation Cause 2012 Réel 2012 Warlation Cause 2012 Réel 2012 warlation
[C2C1) {C5-C4) (CB-CT) {c11-c10) {C14-C13)
i (21 31 ] (51 (&) 7 (8) 3) e {1 [LE] {13 {14 {15
1 |Nombre de elients' an 1 213 3308 207 2281 4 4078 5580 613 2 4 2 4478 553 &is
2 |Mombre de clients an 2 (cumulatf) 4434 4305 2000 2ie0 100 G443 7004 561 2 3 1 G445 7007 562
3 MNombre de clients an 3 {cumulatif) 5215 5843 2026 2212 186 7241 B D55 B14 2 2 - 7243 8057 B4
4 MNombre de clients an 4 (cumulat) 5403 5978 2026 2221 185 T428 B0 770 2 2 - 7431 8201 770
5 |Nombre de clients an § |cumnulatif) 5423 5a7a 2026 2222 106 T440 E£200 751 2 2 - 7451 30z 751
&  |Volumes (10°m7) an 1 7518 109099 3430 47 815 57 540 2025 55133 68 538 13406 12400 40 424 7024 87 533 117 @82 50430
7 |Volumes (10°m”) an 2 [cumulatif) 7088 10330 2012 42 205 51348 D444 80173 62 620 12356 12400 23500 11 100 82573 85 0zo 23456
8  [Volumes (10°'m*) an 3 (cumulatif) o3z 12778 3443 42 582 52 200 o638 51805 4078 13083 12400 15 D00 2600 04 205 ToeTE 15 683
g8 |Volumes (10°m) an 4 {cumulatif) Baaz 13 6ag 4008 42 582 52440 QETR 52224 88110 13 886 12400 15 DO 2800 B4 624 a1 110 18 486
10 [Volumes (10°m®) an & [cumulat®) poog 12858 4162 42 5g2 524g0 2026 52250 86 247 14 0e8 12400 15 DO 2600 84 850 81247 16 688
11 |Immobilisations (000 %) an 0 10883 11457 564 15 792 25881 2 EBED 26 685 a7 138 10453 168 1218 1049 23 B5S 33 357 11 502
12 (Immebilisations (000 5) an 1 2809 1828 (11a1) 104 47 53 3002 16874 {1128) - - - 3002 1574 {1128)
13 (Immaobilisations (D00 §) an 2 1387 980 (428) 125 Bs 130) 1512 1085 (457) - - - 1512 1085 {457)
14 |Immeobilisations (000 5} an 3 334 118 (218) 45 61 18 3To 176 (203) - - - e 176 {203)
15 (Immobilisations (D00 5) an 4 35 18 - 10 10 35 28 1oy - - - a5 26 {100
16 |Immabilisations (000 §) an 5 0 - - - ] - [0y - - - 1] - D)
17 |fineluant les frais généraux)
13 |Subvention PRC (000 §) an 4 3679 6130 2451 6485 T 557 1072 10 164 13 6687 3523 - - - 10 164 13 887 353
19 (Subvention PRC (000 §)an 2 2082 2229 188 as 130 45 2147 2350 212 - - - 2147 2180 212
20 |Subvention PRC (000 8)an 3 1012 1613 593 1 48 i 1030 1666 636 - - - 1030 1666 636
21 |Subwvention PRC (000 §) an 4 245 37y 132 - ) ) 245 i) 154 - - - 245 e 154
22 |Subvention PRC (000 §)an & 28 - (26) - - - 26 - (26) - - - 28 - {286)
23 |contributions clients” (000 §) an 0 (341) (192) {1118) 134 {1 458) 1 178) 283 - - - (1458) (1178) 283
24 |contributions clients (000 §) an 1 (852) (038) (401) (68) {1253) {1403) (150) - - - (1253) (1403) (150)
25 |contributions clients (000 §)an 2 {444) (440) §1) 42 (405) (457) 38 - - - (485) {45T) ]
2% |contributions clents (000 §) an 3 (218) (311} (2 1 (222) {312) (B0} - - - (222 212) (20)
27 |contributions clients (000 §) an 4 (53) (3@) - (1 (53) (40) 13 - - - (53 (40} 13
23 |confributions chents (D00 3)an 5 13} - (0} () (0} ] - - {8 {00 &
> Total des investissements (000 §) an 0 10 552 11 285 713 14674 24 808 10023 25227 35063 10736 162 1218 1049 25 306 37181 11785
il Total des investissements (000 §) an 1 5835 6821 1138 8278 TaaT 1058 11913 14 158 2245 - - - 11813 14 158 2245
3 Total des investissements (000 §) an 2 3005 2740 (266) 150 o7 58 3164 2057 (208) - - - 3164 2057 {208)
32 Total des investissements (000 §)an 3 1133 1423 239 54 107 54 1187 1530 343 - - - 1187 1530 43
33 Total des investissements (000 §) an 4 223 353 128 - el el 228 385 157 - - - s ] 385 157
34 Total des investissements (000 §)an & 20 - (20) - (0} (0} 20 (0} 21y - - - 20 (] {21)
35 |Impact sur les tarifs
3% | Pourlapremigre année (000 5) 514 139 (375) (3 578) (2 577) (o) (2062) (3437) (282) (B7E) [EB4) (3344) 4413 {1 DBE)
37 | Pourles cing premitres années (000 5) 724 (509) (1233 {14 455) {15 396) (g41) | (13731) | (15005 {1161} (1 603) [z | (teae1my | (17 508) (2 508)
3 |Taux de rendement interne B.92% 11.83% 1.91% 24.00% 18.77% -5,23% 17A7% 16.04% -1.13% = 100% 21.26% > 100% 1717T% 16.07% -110%
3@ |Point mort tarifaire {années) B.70 370 {5.00) 1.00 1.00 - 1.00 1.00 - 1.00 1.00 - 1,00 1,00
Original : 2072,72.21 Gaz Métro - 13, Document 2

1 Page 2 de 3
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COMPARAISON DU PLAN DE DEVELOPPEMENT - AJOUTS DE CHARGE Société en commandite Gaz Métro
CAUSE 2012 VERSUS REEL A PRIORI Rapport annuel au 30 septembre 2012, R-3831-2012

POUR L'EXERCICE TERMINE LE 30 SEFTEMBRE 2012

PETIT ET MOYEN DEBIT (PMD} GRAND DEBIT TOTAL
Ligne Description RESIDENTIEL - Ajouts de charge AFFAIRES - Ajouts de charge TOTAL PMD - Ajouts de charge Ajouts de charge Ajouts de charge
Cause 2012 Resl 2012 Varlation Causa 2012 Rial 2012 Varation Causs 2012 Résl 2012 varlation Causs 2012 Réal 2012 Wartation Causs 2012 Raal 2012 Vartation
[c2c1) {CS-C4) {CB-CT) {C11-C10) {C14-Cc11)
i1 21 ] (4] (5] (&) (] (&) )] (10 Lk} 2 {13) {14 {15)
1 |Nombre de clients' an 1 133 233 40 773 az7 (144) felsli] BGO (106) 8 2 4 ar4 872 (102)
2 |Mombre de clients an 2 (cumulatif) 133 233 40 773 a27 (144) felsli] BGO (106) 8 a 1 ar4 B&0 (105)
3 |Mombre de clients an 3 |cumulatif) 133 233 40 773 827 (1446) o] B&O (108} 8 a @74 860 (105)
4 |Mombre de clients an 4 {(cumulat) 192 233 40 773 827 (146) 066 BEO (108} g 2 ar4 260 (105)
5 Mombre de clients an 5 (curnulatif) 193 233 40 73 @27 [146) Ba66 B&0 [ 106) B 2 ar4 550 {105]
& |Volumes [10°m’) an 1 243 202 22 M6 20 140 (2 D6T) 22464 20351 (2113) 14221 &1 514 47203 34 684 81854 45 180
7 |Volumes (10°m*) an 2 {cumulati) 243 02 22 116 20 140 {2 06T) 22464 20351 (2113) 14221 20 602 G381 3@ 684 40252 4268
&  |Volumes {10°m®) an 3 [cumulatif) 243 202 22 218 20140 {2 D&T) X2 464 20351 {2113} 14221 20 602 6381 38 884 40 252 4 258
2 |Volumes (10°m®) an 4 (cumulat) 243 202 22 26 20 140 (2 06T) 22464 203651 (2113) 14221 20 602 6381 34 684 40 252 4 268
10 |Volumes (10°m®) an 5 (cumulati) 243 02 22 M6 20 140 (2 D6T) 22464 20351 (2113) 14221 20 602 6381 34 684 40 252 4 268
11 |Immobilisations (000 $) an 0 25 14 1203 2408 1115 1318 2423 1105 11 - {11} 13z 2423 1084
12 |immeobilisations (D00 §)an 1 - - - - - - - - - - - - - -
13 |Immebilisations (D00 §)an 2 - - - - - - - - - - - - - -
14 |Immobilisations (000 §)an 3 - - - - - - - - - - - - - -
15 |Immobilisations (000 §) an 4 - - - - - - - - - - - - - -
15 |Immecbilisations (D00 $)an 5 - - - - - - - - - - - - - -
17 |{incluant les frais généraux)
18 |Subwvention PRC (000 §) an 1 142 132 3 188 1788 137 1803 1837 134 - - - 1803 1837 i34
18 |Subwvention PRC (000 $)an 2 - - - - - - - - - - - - - - -
20 |Subwention PRC (000 5)an 3 - - - - - - - - - - - - - -
21 |Subwention PRC (000 $)an 4 - - - - - - - - - - - - - -
22 |Subvention PRC (000 5)an & - - - - - - - - - - - - - -
23 |contributions clients” (000 §) an 0 - 3) (&) - 3) (3 - (1) (11} - - - - (11} {11)
24 |confributions clients (000 5) an 1 - - - - - - - - - - - - - -
25 |contributions clients (000 5) an 2 - - - - - - - - - - - - - -
25 |contributions clients (000 §) an 3 - - - - - - - - - - - - - -
27 |contributiens clients (000 ) an4 - - - - - - - - - - - - - -
28 |confributions clents (000 5)an 5 - - - - - - - - - - - - -
23 Total des investissements (000 $) an 0 5 [} (1@ 1203 2405 112 1318 Z412 1084 11 - {11} 13z 2412 1082
30 Total des investissements (300 5) an 1 142 138 3 1881 1788 137 1803 1837 134 - - - 1803 1837 i34
El Total des investissements {000 5) an 2 - - - - - - - - - - - - - - -
32 Total des investissements (000 &) an 3 - - - - - - - - - - - - - -
33 Total des investissaments (000 5) an 4 - - - - - - - - - - - - - -
k'] Total des investissements (000 5jan 5 - - - - - - - - - - - - - -
35 |impact sur les tarifs
% | Pourla premigre année (000 5) (38) 1" (1 485) {1 571) (106) {1 502) (1 50E) (B5) [455) (1 465) {1011) {1 857) {1 105)
krd Pour les cing premigres années (D00 3) (154} 43 15 354) {7 O7B) [424) {5 BOB) {7 184} 1376) {1884) (2744) {(250) 8 T0z) (1. Z28)
38 |Taux de rendement interne 3B.33% 36,04% -3,20% 66.00% 4T 1% -18.80% 54.80% 45.84% -17.86% = 100% = 100% - 3.07% 15.48%
3@ |Point mort tarifaire {années) 1.00 1.00 - 1.00 1.00 - 1.00 1.00 - 1.00 1,00 - 1.00 1,00
Originai : 20712.12.21 Gaz Métro - 13, Document 2
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1 33.0 Reference: SYSTEM EXTENSION POLICY REVIEW

2 Exhibit B-3, BCUC 1.39.2

3 EES Rate Impact analysis

4 In response to BCUC IR 1.39.2 FEI explains “...that unless the capital cost to connect

5 the customer is very low, a customer using less than 5 GJ/year is likely to have a very

6 low P.l. under the MX Test, given the low revenues associated with consuming 5

7 GJlyear.”

8 33.1 Would FEI agree that cost of providing service to new customers using less than

9 10 GJlyear is likely to be more than the incremental revenue generated by these
10 customers? Please explain why, or why not.
11
12 Response:
13  FEIl notes that a consumption of less than 10 GJ/year is likely to result only in those cases
14  where there is no space heating or hot water load.
15 In the case of a customer that uses 10 GJ/year where only a service line is required, the
16 incremental revenue generated by the customers will exceed the annual cost of providing
17  service in the first year.
18 In the case of a customer that requires a main extension, this lower consumption would be
19 reflected in a lower number of appliances forecast in the MX Test and a correspondingly lower
20 consumption credit. Due to the design of the MX Test, FEI would agree that adding a customer
21 using less than 10 GJ per year would be likely to yield a P.l. less than 1 and that customer
22 would be required to pay a contribution in order to obtain service. This is dependent upon the
23  cost of the interconnection but in most cases would be true.
24 The contribution received from these customers reduces the cost to serve the customer and it
25 cannot be confirmed that this lower cost of service would be greater than the incremental
26  revenue generated.
27
28
29
30 33.2 What would FEI expect as a threshold of consumption in GJ/year before it would
31 be likely that the cost of providing service would be less than the incremental
32 revenue generated? Please explain.

33
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1 Response:
2  FEI does not believe a threshold consumption is required, nor would it be feasible to provide a
3 related estimate. The MX Test is required in each particular case to look at both the
4  consumption of all of the customers expected to attach, the mix of residential and non-
5 residential customers expected to attach, as well as the specific cost of the project. Because
6 the costs of mains vary so much from one project to another, as does the number and type of
7  customers expected to attach, it is impossible to identify a threshold that would apply in all
8 cases. The existing test, and the proposals requested in this Application, take into account the
9 costs and revenues (which are based upon consumption). Should an MX Test not pass the
10  minimum PI requirement, the customer can pay a CIAC or apply for SEF funding to receive gas
11  service. FEI therefore does not see any added value a “threshold of consumption” would bring
12  tothe MX Test.
13  Please refer to the response to BCUC IR 2.33.1.

=
N
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1 34.0 Reference: REPORTING METHODOLOGY
2 Exhibit B-1, Section 3.4.3, p. 47
3 Exhibit B-3, BCUC IR 1.32.4, p. 132; BCUC IR 1.33.1, pp. 142-143;
4 BCUC IR 1.38.1, p. 155
5 Rate Impact analysis
6 On page 47 of the Application, FEI proposes to conduct a Rate Impact analysis at the
7 time of any future reviews of the system extension policies to help guide the review.
8 In response to BCUC IR 1.33.1, FEI discusses the annual reporting methodology of the
9 Ontario Energy Board. FEI states: “The utility must also provide the rate impact of the
10 Historic Year IP [Investment Portfolio] reflecting actual capital expenditures and
11 customer related data.”
12 In response to BCUC IR 1.38.1, FEI explains that “The Rate Impact analysis provides a
13 point in time assessment of the system extension policies and MX Test because it
14 considers the rate impact of system extensions on both new and existing customers. It
15 considers attachments over a number of years and uses actual revenues and costs. As
16 such it can determine at that point in time the impact of adding a set group of mains.”
17 34.1 Please discuss the benefits and drawbacks of performing a historic rate impact
18 analysis on an annual basis versus a historic rate impact analysis performed for
19 a periodic system extension policy review.
20
21 Response:
22  FEl sees little benefit in performing a historic rate impact analysis on an annual basis. The Rate
23 Impact Analysis is a test that is performed to determine how the MX Test and policy is working.
24  The Rate Impact Analysis is not intended to determine if a specific main is profitable or as a
25  review of actual revenues or expenditures. The Rate Impact Analysis, if performed every 5-7
26  years would provide an indication as to the effectiveness of the Commission approved test and
27  based upon the results may lead to further analysis and an application. Performing the Rate
28 Impact Analysis annually undermines the premise of the MX Test; the MX Test is designed to
29  Dbe an efficient method of attaching customers to the system. The costs to attach customers to
30 the system are generally small, well below a CPCN threshold, and as such some mechanism to
31 attach customers efficiently is warranted. Performing the Rate Impact Analysis annually is
32 counter intuitive to this construct.
33 It is important that the rate impact analysis considers a time period covering multiple years so
34  that the impact of customers added in the years following a main extension are included, so that
35 the addition of a very large customer does not overly influence the results, and to smooth out
36 the natural variance in the size and costs for main extensions from year to year. When a multi-
37  year period is used, such as the seven-year period provided in FEI's analysis, an annual update
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1 will not result in significant changes on an annual basis. Further, it would be inappropriate to
2 change main extension policies every year, including PI thresholds, as this would not allow for
3 customer stability from a rate design perspective. .
4  The other drawback is the cost, which in this case would be approximately $100,000-150,000
5 higher than what FEI was envisioning ($15,000 over 7 to 10 additional years, based on past
6 time between reviews). FEI believes that the additional benefit does not exist so as to make
7  that additional investment worthwhile.
8
9
10
11 34.1.1 Please provide a general estimate of how often FEI expects to have a
12 review of its system extension policy.
13
14  Response:
15 In the recent past, the Commission has performed a review of FEI's system extension policies in
16 1996, 2007 and 2015, equating to 11 years and 8 years in between reviews. FEI considers that
17 11 years is too long, but that a review every 5-7 years would provide a balance between stability
18  of policies and ensuring they properly consider impact to new and existing customers. If the
19 review that is undertaken and filed with the Commission indicates that changes to system
20 extension policies or parameters are required, FEI would make an application to the
21  Commission to update its policies at that time.
22
23
24
25 In the response to BCUC IR 1.32.4, FEI estimated that it would cost “$15,000 to
26 periodically produce this analysis [Rate Impact Analysis].”
27 34.2 Please confirm that it would cost $15,000 to produce a historical rate impact
28 analysis on an annual basis. If not confirmed, please provide an explanation and
29 update the table provided in the response to BCUC IR 1.32.4 on page 132 to
30 support your explanation.
31
32 Response:
33  Confirmed.
34
35

36
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1 34.2.1 Please confirm that an annual rate impact analysis could highlight the
2 short-term rate impacts of mains extensions.
3
4  Response:
5 If a historic rate impact analysis was completed on an annual basis it would not provide
6  significantly different information from year to year as discussed in response to BCUC IR 2.34.1.
7
8
9
10 34.2.2 If not confirmed, please explain if and how the rate impact analysis
11 could be used to analyze short term rate impacts of mains extensions
12 on existing
13

14 Response:

15 The Rate Impact analysis was developed as a tool to determine whether the current policies for
16 main extensions are generally benefitting or harming existing customers and there would be
17  little difference in the results from year to year. Please refer to the response to BCUC IR 2.34.1.

18 Under the current PBR methodology, the actual costs for main extensions are not used in
19 setting the revenue requirements for the utility. Instead, a formulaic approach is used to
20 determine the allowed capital for growth. Therefore, the Rate Impact analysis would not provide
21 a real-time assessment of the change in rates associated with growth on a short-term basis.
22 Neither does FEI consider it appropriate to change its system extension policies based on
23 impacts within only a short time frame.

24
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1 J. OTHER

2 35.0 Reference: RECOMMENDATIONS

3 Exhibit B-1, Exhibit B-1, Appendix A, pp. 7-8, Appendix E, p. 12-1;

4 Exhibit B-3, BCUC IR 1.32.9

5 Tariff changes

6 In the Application, Appendix E, page 12-1, section 12.3 of the FEI General Terms and

7 Conditions (GT&C) states “The economic test will be a discounted cash flow analysis of

8 the projected revenue and costs associated with the Main Extension.” [Emphasis added]

9 In BCUC IR 1.32.9, FEI states “The Company does not consider the consumption used
10 in the MX Test to be a forecast, instead it is a credit.”
11 Consumption is a primary determinant of projected customer revenue.
12 35.1 Please confirm, otherwise explain, that using a “consumption credit” in the
13 economic test does not translate into projected revenues.
14
15 Response:
16  The Company believes the section of the GT&C quoted in the preamble is sufficiently clear and
17  does not need amending. The “consumption credit” in the MX Test refers to the consumption
18 value assigned to the type of appliance to be installed by the customer. It is used, along with
19  other inputs, to determine the revenue from a main extension used in the DCF analysis. FEI
20 confirms that the consumption credit in the MX Test is not intended to be a forecast of
21  consumption for those specific customers. It is an input that is intended to be reflective of what
22 customers on the system generally consume as a means of crediting the new customers with
23  that level of consumption.
24  ltis also intended to be consistent with the rate design assumptions used to derive the revenue
25 margin used in the Test (see Section 12.4 d of GT&C). As discussed in the response to BCUC
26 IR 2.18.3, since the revenue margins used in the Test are based on the use per customer of
27  existing customers of the respective rate classes, it follows that the consumption should be as
28 well, in order to ensure consistency from a rate design perspective. To treat the consumption
29 differently than the revenue margin would risk new customers being unfairly discriminated
30 againstin the Test.
31 BCUC IR 2.35.1.1 asks whether the tariff provision should be amended. For ease of reference,
32  Section 12.4 Revenue states:
33 “The projected revenue to be used in the economic test will be determined by FortisBC
34 Energy by:
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1 (a) estimating the number of Customers to be served by the Main Extension;

2 (b) establishing consumption estimates for each Customer;

3 (© projecting when the Customer will be connected to the Main Extension; and

4 (d) applying the appropriate revenue margins for each Customer's consumption.

5 The revenue projection will take into consideration the estimated number and type of

6 Gas appliances used and the effect variations in weather conditions throughout the

7 applicable Service Area have on consumption....”

8

9 FEIl agrees that, taken in isolation, the words “projected revenues” or “revenue projection” in the
10 tariff could be understood to involve a forecast of the expected consumption by customers on
11 the particular extension. However, the section does refer to the concept of consumption credits
12 by specifying how the “consumption estimate” for each customer is done (i.e., the type of
13  appliances used), and also singles out the forecast number of appliances as the variable within
14  the customer’s control that affects the revenue in the economic analysis.
15 Adding in that the consumption is based on the average consumption of existing users to reflect
16 the current practice would be analogous to describing how the Company derives its revenue
17  margin from existing customers. It would be providing greater detail than has been traditionally
18 included in the GT&Cs.
19
20
21
22 35.1.1 If confirmed, should section 12.3 of the FEI GT&C be revised? Please
23 explain why, or why not.
24
25 Response:
26  Please refer to the response to BCUC IR 2.35.1.
27
28
29
30
31 On page 7 of Appendix A, FEI states “The usage estimated for each new customer will
32 also be based on common usage rates rather than regional levels. The usage will still be
33 based on the expected appliances to be installed.” [Emphasis added]
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1 In the Application, Appendix E, page 12-1, section 12.4 of the FEI General Terms and
2 Conditions (GT&C) states: “The revenue projection will take into consideration the
3 estimated number and type of Gas appliances used and the effect variations in weather
4 conditions throughout the applicable Service Area have on consumption.” [Emphasis
5 added]
6 35.2 Given that the usage estimated for each new customer will be based on common
7 usage rates rather than regional levels, does section 12.4 of the FEI GT&C need
8 to be revised? Please explain why, or why not.
9
10 Response:
11 Yes, FEI confirms that section 12.4 of the FEI GT&C does need to be revised. Through the
12  course of the IR process and as stated on page 7 of Appendix A of the Application noted in the
13 preamble above, FEI confirms that weather conditions unique to certain service areas are no
14  longer taken into consideration when determining consumption.
15 Please refer to Attachment 35.2 which provides revised proposed amendments to section 12.4
16  of the FEI GT&C by removing the reference “and the effect variations in weather conditions
17  throughout the applicable Service Area have on consumption.”
18
19
20
21 In the Application, Appendix E, page 12-3, section 12.7 of the FEI GT&C regarding the
22 refund of customer contributions states: “At the end of the fifth Year, all Customers will
23 have paid an equal contribution, after reconciliation and refunds.”
24 35.3 Does section 12.7 of the FEI GT&C need to be revised to reflect that some main
25 extensions will have a planning horizon of 10 years? Please explain why, or why
26 not.
27
28 Response:
29 Please refer to the response to BCUC IR 1.10.4.1, Attachment 10.4.1, which provides
30 amendments to section 12.7 to reflect the planning horizon of 10 years.
31
32
33
34 In the Application, Appendix E, page 12-4, section 12.11 of the FEI GT&C regarding the
35 refund of customer contributions states: “The number of Customers eligible to receive
36 the System Extension Fund will be limited and the determination of eligibility will be
37 made by FortisBC Energy in its sole discretion, acting reasonably.” [Emphasis added]
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1 35.4 Could the absence of specific criteria for allocating System Extension Funds (i.e.

2 allocation by lowest cost per customer) and FEI's “sole discretion” to award funds

3 contravene section 59 of the Utilities Commission Act, regarding discriminatory

4 service? Please explain why, or why not.

5

6 Response:

7  FEI has proposed criteria for SEF eligibility, including the applicant being the owner of a single-

8 family residential home or townhome that is a principal residence within an existing FEI service

9 area at the time the application is taken, and having a minimum P.I. ratio of 0.2 resulting from
10 the MX Test, and has sought Commission approval of these criteria. The discretion exists only
11  within the bounds of those established criteria, and is further constrained by the term “acting
12 reasonably”. This is a common approach in utility tariffs, recognizing that the utility’s reasonable
13 and non-arbitrary application of the tariff is subject to review by the Commission.
14  FEIl has the responsibility to administer the fund after the Commission’s approval, among other
15 things, of the funding amount and eligibility. Because of the limited funding and depending on
16  the numbers of potential applicants, not all eligible customers may be able to receive funding.
17  FEI thus has to exercise some discretion and judgment when distributing the fund. Such
18 practice is not discriminatory per se. Indeed, FEI will be extending the funding “regularly and
19 uniformly extended to all persons under substantially similar circumstances” who are eligible
20  and when the funding is available.

21
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FORTISBC ENERGY INC. GENERAL TERMS AND CONDITIONS

o

| Effective Date:

| BCUC Secretary:, JFirst Revision of Page 12-1 /

SECTION 12
12.  Main Extensions
12.1 System Expansion
FortisBC Energy will make extensions of its Gas distribution system in accordance with
system development requirements.
12.2 Ownership
All extensions of the Gas distribution system will remain the property of FortisBC Energy.
12.3 Economic Test
All applications to extend the Gas distribution system to one or more new Customers will
be subject to an economic test approved by the British Columbia Utilities Commission.
The economic test will be a discounted cash flow analysis of the projected revenue and
costs associated with the Main Extension. The Main Extension will be deemed to be
economic and will be constructed if the results of the economic test indicate a
Profitability Index of 0.8 or greater for an individual main extension.
12.4 Revenue
The projected revenue to be used in the economic test will be determined by FortisBC
Energy by:
(a) estimating the number of Customers to be served by the Main Extension;
(b) establishing consumption estimates for each Customer;
(c) projecting when the Customer will be connected to the Main Extension; and —
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		17		275000		ERROR:#N/A		5.0%

		18		285000		ERROR:#N/A		5.0%

		19		295000		ERROR:#N/A		5.0%

		20		305000		ERROR:#N/A		5.0%

												2.20%



				Standard Error of the Estimate						sest		3.50%

















				2012				5%		Floor		Base														Where:

								32.3%		X		$   25,000														X = Annual fixed overhead rate

								-0.963		Slope																Y = Capital cost of project (before overheads applied)

																										Z = Overhead Rate used for this project in MX Test

				Y		Z		Z'

				Bin		OH as % of Capital		Sliding Scale Curve		Z - Z'		(Z - Z')2				Figure 3-3																		Figure 4-2

		1		25000		32.3%		32.3%		0.0%		0.00%

		2		35000		13.1%		23.4%		-10.3%		1.06%

		3		45000		7.6%		18.3%		-10.7%		1.15%

		4		55000		5.1%		15.1%		-10.0%		1.00%

		5		65000		4.3%		12.9%		-8.6%		0.74%

		6		75000		3.9%		11.2%		-7.3%		0.53%

		7		85000		3.0%		9.9%		-6.9%		0.47%

		8		105000		2.4%		8.1%		-5.7%		0.32%

		9		115000		3.0%		7.4%		-4.4%		0.20%

		10		135000		ERROR:#N/A		6.4%

		11		145000		1.0%		5.9%		-4.9%		0.24%

		12		205000		ERROR:#N/A		5.0%

		13		235000		ERROR:#N/A		5.0%

		14		245000		3.5%		5.0%		-1.5%		0.02%

		15		255000		ERROR:#N/A		5.0%

		16		265000		ERROR:#N/A		5.0%

		17		275000		ERROR:#N/A		5.0%

		18		285000		ERROR:#N/A		5.0%

		19		295000		ERROR:#N/A		5.0%

		20		305000		ERROR:#N/A		5.0%

												5.73%



				Standard Error of the Estimate						sest		5.64%

















				2013				5%		Floor		Base														Where:

								23.2%		X		$   25,000														X = Annual fixed overhead rate

								-0.963		Slope																Y = Capital cost of project (before overheads applied)

																										Z = Overhead Rate used for this project in MX Test

				Y		Z		Z'

				Bin		OH as % of Capital		Sliding Scale Curve		Z - Z'		(Z - Z')2				Figure 3-3																		Figure 4-2

		1		25000		23.2%		23.2%		0.0%		0.00%

		2		35000		13.7%		16.7%		-3.0%		0.09%

		3		45000		6.7%		13.1%		-6.4%		0.42%

		4		55000		4.9%		10.8%		-5.9%		0.35%

		5		65000		2.7%		9.2%		-6.5%		0.42%

		6		75000		3.8%		8.0%		-4.2%		0.18%

		7		85000		2.5%		7.1%		-4.6%		0.21%

		8		105000		1.5%		5.8%		-4.3%		0.19%

		9		115000		5.7%		5.3%		0.4%		0.00%

		10		135000		ERROR:#N/A		5.0%

		11		145000		ERROR:#N/A		5.0%

		12		205000		3.2%		5.0%		-1.8%		0.03%

		13		235000		ERROR:#N/A		5.0%

		14		245000		1.0%		5.0%		-4.0%		0.16%

		15		255000		2.7%		5.0%		-2.3%		0.05%

		16		265000		ERROR:#N/A		5.0%

		17		275000		2.3%		5.0%		-2.7%		0.07%

		18		285000		ERROR:#N/A		5.0%

		19		295000		ERROR:#N/A		5.0%

		20		305000		1.9%		5.0%		-3.1%		0.10%

												2.26%



				Standard Error of the Estimate						sest		3.55%

















				2014				5%		Floor		Base														Where:

								26.1%		X		$   25,000														X = Annual fixed overhead rate

								-0.963		Slope																Y = Capital cost of project (before overheads applied)

																										Z = Overhead Rate used for this project in MX Test

				Y		Z		Z'

				Bin		OH as % of Capital		Sliding Scale Curve		Z - Z'		(Z - Z')2				Figure 3-3																		Figure 4-2

		1		25000		26.1%		26.1%		0.0%		0.00%

		2		35000		11.2%		18.9%		-7.7%		0.60%

		3		45000		8.3%		14.8%		-6.5%		0.42%

		4		55000		6.5%		12.2%		-5.7%		0.32%

		5		65000		5.0%		10.4%		-5.4%		0.29%

		6		75000		4.0%		9.1%		-5.1%		0.26%

		7		85000		3.4%		8.0%		-4.6%		0.22%

		8		105000		2.3%		6.6%		-4.3%		0.18%

		9		115000		ERROR:#N/A		6.0%

		10		135000		1.0%		5.1%		-4.1%		0.17%

		11		145000		0.3%		5.0%		-4.7%		0.22%

		12		205000		0.0%		5.0%		-5.0%		0.25%

		13		235000		ERROR:#N/A		5.0%

		14		245000		ERROR:#N/A		5.0%

		15		255000		ERROR:#N/A		5.0%

		16		265000		2.8%		5.0%		-2.2%		0.05%

		17		275000		ERROR:#N/A		5.0%

		18		285000		ERROR:#N/A		5.0%

		19		295000		ERROR:#N/A		5.0%

		20		305000		ERROR:#N/A		5.0%

												2.98%



				Standard Error of the Estimate						sest		4.07%



















OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.2618164660873869	0.12435278433614418	6.3263828934422339E-2	4.8866564904783215E-2	5.1217924780739006E-2	3.4829766556277085E-2	1.930693455421837E-2	0.11586232446814143	3.2919665162537887E-2	#N/A	#N/A	#N/A	1.3875452045685566E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.2618164660873869	0.189	0.14899999999999999	0.123	0.104	9.0999999999999998E-2	8.1000000000000003E-2	6.6000000000000003E-2	0.06	5.1999999999999998E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.26094992854624222	0.11157392254581143	8.3334798690376605E-2	6.5401050997211441E-2	4.9947211440955132E-2	3.9703329105215034E-2	3.3526817246168926E-2	2.3358070684998102E-2	#N/A	9.9686228914201251E-3	2.6424062343244183E-3	0	#N/A	#N/A	#N/A	2.8298373932444994E-2	#N/A	#N/A	#N/A	#N/A	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23714029157210315	0.13267227183802474	8.5741796872949638E-2	6.3099893575987775E-2	5.2771600521259093E-2	5.3907528869777614E-2	4.324567275183902E-2	5.148564329884147E-2	3.8744275803843833E-2	8.075094633500925E-3	9.3947943842366786E-3	1.5290255477636001E-2	1.3875452045685566E-2	3.5085526324601962E-2	1.8759968536494941E-2	2.7090202344205335E-2	2.3570937403110562E-2	#N/A	#N/A	1.909081454810824E-2	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23699999999999999	0.17199999999999999	0.13500000000000001	0.111	9.4E-2	8.2000000000000003E-2	7.2999999999999995E-2	0.06	5.5E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23714029157210315	0.13267227183802474	8.5741796872949638E-2	6.3099893575987775E-2	5.2771600521259093E-2	5.3907528869777614E-2	4.324567275183902E-2	5.148564329884147E-2	3.8744275803843833E-2	8.075094633500925E-3	9.3947943842366786E-3	1.5290255477636001E-2	1.3875452045685566E-2	3.5085526324601962E-2	1.8759968536494941E-2	2.7090202344205335E-2	2.3570937403110562E-2	#N/A	#N/A	1.909081454810824E-2	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.2618164660873869	0.12435278433614418	6.3263828934422339E-2	4.8866564904783215E-2	5.1217924780739006E-2	3.4829766556277085E-2	1.930693455421837E-2	0.11586232446814143	3.2919665162537887E-2	#N/A	#N/A	#N/A	1.3875452045685566E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.25528925188310991	0.10555794741121891	6.9887794318533758E-2	5.2208824301832595E-2	4.5478131339766241E-2	6.0249696885319212E-2	5.3455526131505351E-2	6.5748710516168901E-2	2.8390926223579981E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.255	0.185	0.14499999999999999	0.11899999999999999	0.10199999999999999	8.8999999999999996E-2	7.9000000000000001E-2	6.4000000000000001E-2	5.8999999999999997E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.25528925188310991	0.10555794741121891	6.9887794318533758E-2	5.2208824301832595E-2	4.5478131339766241E-2	6.0249696885319212E-2	5.3455526131505351E-2	6.5748710516168901E-2	2.8390926223579981E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.32301345980798346	0.1312135361267448	7.5730142412365573E-2	5.1210587549291087E-2	4.2789112231699192E-2	3.8948379408344828E-2	3.0415283076736063E-2	2.4304511732268736E-2	2.9726492915287062E-2	#N/A	1.0355322924475394E-2	#N/A	#N/A	3.5066072040501731E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.32300000000000001	0.23400000000000001	0.183	0.151	0.129	0.112	9.9000000000000005E-2	8.1000000000000003E-2	7.3999999999999996E-2	6.4000000000000001E-2	5.8999999999999997E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.32301345980798346	0.1312135361267448	7.5730142412365573E-2	5.1210587549291087E-2	4.2789112231699192E-2	3.8948379408344828E-2	3.0415283076736063E-2	2.4304511732268736E-2	2.9726492915287062E-2	#N/A	1.0355322924475394E-2	#N/A	#N/A	3.5066072040501731E-2	#N/A	#N/A	#N/A	#N/A	#N/A	#N/A	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23157216889874035	0.13736063425721373	6.6546424950582925E-2	4.9084852381213212E-2	2.687737868082676E-2	3.787297272501132E-2	2.5331028709182135E-2	1.4709181990412939E-2	5.706513805602409E-2	#N/A	#N/A	3.1833729884782482E-2	#N/A	9.7499293742040645E-3	2.7090202344205332E-2	#N/A	2.3314808560218309E-2	#N/A	#N/A	1.909081454810824E-2	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23157216889874035	0.16700000000000001	0.13100000000000001	0.108	9.1999999999999998E-2	0.08	7.0999999999999994E-2	5.8000000000000003E-2	5.2999999999999999E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.23157216889874035	0.13736063425721373	6.6546424950582925E-2	4.9084852381213212E-2	2.687737868082676E-2	3.787297272501132E-2	2.5331028709182135E-2	1.4709181990412939E-2	5.706513805602409E-2	#N/A	#N/A	3.1833729884782482E-2	#N/A	9.7499293742040645E-3	2.7090202344205332E-2	#N/A	2.3314808560218309E-2	#N/A	#N/A	1.909081454810824E-2	Capital Costs  (Y)



OH %  (Z)







OH as % of Capital	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.26094992854624222	0.11157392254581143	8.3334798690376605E-2	6.5401050997211441E-2	4.9947211440955132E-2	3.9703329105215034E-2	3.3526817246168926E-2	2.3358070684998102E-2	#N/A	9.9686228914201251E-3	2.6424062343244183E-3	0	#N/A	#N/A	#N/A	2.8298373932444994E-2	#N/A	#N/A	#N/A	#N/A	Sliding Scale Curve	25000	35000	45000	55000	65000	75000	85000	105000	115000	135000	145000	205000	235000	245000	255000	265000	275000	285000	295000	305000	0.26094992854624222	0.189	0.14799999999999999	0.122	0.104	9.0999999999999998E-2	0.08	6.6000000000000003E-2	0.06	5.0999999999999997E-2	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Capital Costs  (Y)



OH %  (Z)










FEI & FEVI Data

		FEI Consumption Range		FEI Residential Customer Base as of 2011		FEI Residential Customers 2011-2014				FEI Consumption Range		FEVI Residential Customer Base as of 2011		FEVI Residential Customers 2011-2014

		5		2%		4%				5		6%		11%

		10		1%		2%				10		4%		9%

		15		1%		3%				15		6%		10%

		20		1%		3%				20		6%		10%

		25		1%		4%				25		6%		9%

		30		2%		4%				30		6%		7%

		35		2%		5%				35		6%		7%

		40		2%		5%				40		6%		6%

		45		3%		5%				45		6%		6%

		50		3%		5%				50		5%		5%

		55		4%		5%				55		5%		4%

		60		4%		4%				60		5%		4%

		65		5%		4%				65		5%		3%

		70		5%		4%				70		4%		2%

		75		5%		3%				75		4%		2%

		80		5%		3%				80		3%		1%

		85		5%		3%				85		3%		1%

		90		5%		3%				90		2%		1%

		95		5%		3%				95		2%		1%

		100		4%		3%				100		2%		0%

		105		4%		2%				105		1%		0%

		110		4%		2%				110		1%		0%

		115		3%		2%				115		1%		0%

		120		3%		2%				120		1%		0%

		125		3%		2%				125		1%		0%

		130		2%		2%				130		0%		0%

		135		2%		1%				135		0%		0%

		140		2%		1%				140		0%		0%

		145		2%		1%				145		0%		0%

		150		1%		1%				150		0%		0%

		155		1%		1%				155		0%		0%

		160		1%		1%				160		0%		0%

		165		1%		1%				165		0%		0%

		170		1%		1%				170		0%		0%

		175		1%		1%				More		1%		1%

		180		1%		1%

		185		1%		0%

		190		0%		0%

		195		0%		0%

		200		0%		0%

		205		0%		0%

		210		0%		0%

		215		0%		0%

		220		0%		0%

		225		0%		0%

		230		0%		0%

		235		0%		0%

		240		0%		0%

		245		0%		0%

		250		0%		0%

		255		0%		0%

		260		0%		0%

		More		0%		1%





FEI & FEVI Graphs



FEI Consumption per Customer
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FEVI Consumption per Customer

FEVI Residential Customer Base as of 2011	5	10	15	20	25	30	35	40	45	50	55	60	65	70	75	80	85	90	95	100	105	110	115	120	125	130	135	140	145	150	155	160	165	170	More	5.8038874067621274E-2	4.4884847824903359E-2	5.5806609680405073E-2	5.8561550607067026E-2	5.9868241955681384E-2	5.8289323242772362E-2	6.0271138454837482E-2	5.8419992377633803E-2	5.7418195677029452E-2	5.3323896118037784E-2	5.4521696520934283E-2	5.0405618772799039E-2	4.8031796156149616E-2	4.4754178690041925E-2	4.0474764523329883E-2	3.4126422387978438E-2	2.9955899166984264E-2	2.4206457233081069E-2	2.0090379484945825E-2	1.7389884031142812E-2	1.3317362661294713E-2	1.0050634289758806E-2	8.0252626994065449E-3	6.8383513910818313E-3	5.1505417324549463E-3	4.1487450318506017E-3	3.5934012086894975E-3	2.656939075515871E-3	2.0471497794958349E-3	2.0580388740676211E-3	1.5026950509065171E-3	1.3393586323297217E-3	1.3175804431861491E-3	9.9090760603255841E-4	8.1232645505526207E-3	FEVI Residential Customers 2011-2014	5	10	15	20	25	30	35	40	45	50	55	60	65	70	75	80	85	90	95	100	105	110	115	120	125	130	135	140	145	150	155	160	165	170	More	0.10624336582070829	8.819839814725465E-2	9.7848113480652324E-2	9.514619318730097E-2	8.5399980700569339E-2	7.1986876387146584E-2	6.9767441860465115E-2	6.3205635433754709E-2	5.9056257840393707E-2	5.1239988420341602E-2	4.0432307246936215E-2	3.8019878413586797E-2	2.5668242786837787E-2	1.9588922126797258E-2	1.640451606677603E-2	1.3992087233426613E-2	9.6497153333976651E-3	7.4302808067162017E-3	5.5968348933706459E-3	4.9213548200328092E-3	3.8598861333590659E-3	3.3774003666891825E-3	3.1844060600212292E-3	1.9299430666795329E-3	1.9299430666795329E-3	1.7369487600115796E-3	1.3509601466756731E-3	1.7369487600115796E-3	8.6847438000578979E-4	1.4474573000096498E-3	5.789829200038599E-4	1.0614686866737431E-3	4.8248576666988323E-4	3.8598861333590662E-4	6.2723149667084817E-3	GJ/Year




Sheet1

		$		2008		2009		2010		2011		2012		2013		2014		Total

		Meters/Regulators		2,770,790		2,184,905		1,945,538		2,245,354		2,492,027		2,138,851		2,386,262		16,163,726

		Services		16,037,431		13,507,618		16,147,545		15,850,142		18,504,416		16,872,996		18,804,385		115,724,533

		Mains		18,315,025		8,173,206		6,552,862		7,364,986		7,416,149		6,407,139		7,427,327		61,656,694

		SJ		(514,285)		440,216		1,108,671		421,684		2,181,045		1,843,543		1,747,305		7,228,180

		Total Growth		36,608,961		24,305,945		25,754,617		25,882,165		30,593,637		27,262,530		30,365,279		200,773,133






BCUC 2.30.2

						2008-2014 Customer Additions		2008-2014 Average Use Per Customer (GJ)		2008-2014 Growth (GJ)

				Rate 1		75,560		68.3		5,159,204

				Rate 2		9,210		356.5		3,283,321

				Rate 3		514		3,836.6		1,972,226

				Rate 4		3		36.0		108

				Rate 5		7		10,979.8		74,311

				Rate 6		5		3,696.4		18,482

				Rate 7		1		69,753.2		69,753

				Rate 22		1		350,000.0		350,000

				Rate 23		34		7,227.6		245,738

				Rate 25		11		14,721.1		161,932

				Rate 27		2		59,471.3		118,943

				Total		85,348		134.2		11,454,018





BCUC 2.30.5 Attachment





										Average Use per Class by Region - Based on Weather Normalized Actual Consumption for 2008-2014



														Added Customers		% of Total				Average Use		Weighted Average				Total								Rate		Customers		Avg Use		Volume

										Lower Mainland																								1		75,560		68.3		5,159,204

								Residential		LMLR1				42,084		49.31%				85		41.9				3,572,932								2		9,210		356.5		3,283,321

								Commercial		LMLR2				5,681		6.66%				371		24.7				2,107,140								3		514		3,836.6		1,972,226

										LMLR3				407		0.48%				3,816		18.2				1,552,925								4		3		36.0		108

										LMLR4				3		0.00%				36		0.0				108								5		6.77		10,979.8		74,311.27

										LMLR5				3		0.00%				14,007		0.5				42,021								6		5		3,696.4		18,482

										LMLR6				4		0.00%				3,976		0.2				15,905								7		1		69,753.2		69,753

										LMLR23				28		0.03%				6,728		2.2				188,391								22		1		350,000.0		350,000

										LMLR25				8		0.01%				15,356		1.4				122,848								23		34		7,227.6		245,738

										LMLR27				2		0.00%				59,471		1.4				118,943								25		11		14,721.1		161,932

										Total Mainland				48,220		56.50%																		27		2		59,471.3		118,943

																																		Total		85,348				11,454,018

										Inland																								Check		- 0				- 0

								Residential		INLR1				15,712		18.41%				58		10.7				911,767

								Commercial		INLR2				1,975		2.31%				348		8.1				687,774

										INLR3				59		0.07%				4,307		3.0				254,142

										INLR6				1		0.00%				2,577		0.0				2,577								Mapping - FEVI from Amalgamation Application

										INLR7				1		0.00%				69,753		0.8				69,753										RS1				RS2				RS3				RS4				RS5				TOTAL

										INLR23				6		0.01%				9,558		0.7				57,347								RS		Cust		Vol		Cust		Vol		Cust		Vol		Cust		Vol		Cust		Vol		Cust		Vol

										INLR25				1		0.00%				24,550		0.3				24,550								VRIRGS		100.00%		100.00%																		100.00%		100.00%

										INLR22A				1		0.00%				350,000		4.1				350,000								VRIAGS						86.10%		53.90%		12.30%		33.30%		1.60%		12.80%						100.00%		100.00%

										Total Inland				17,756		20.80%						0.0												VRIHLF										25.00%		1.90%		75.00%		98.10%						100.00%		100.00%

																																		VRILC1						95.40%		85.70%		4.60%		14.30%										100.00%		100.00%

										Columbia												0.0												VRILC2						39.40%		16.50%		60.00%		81.80%		0.60%		1.70%						100.00%		100.00%

								Residential		COLR1				1,393		1.63%				67		1.1				92,969								VRILC3						64.70%		7%		25.70%		33.10%		9.60%		59.90%						100.00%		100.00%

								Commercial		COLR2				177		0.21%				346		0.7				61,223								VRISC1						100.00%		100.00%														100.00%		100.00%

										COLR3				4		0.00%				4,620		0.2				18,480								VRISC2						100.00%		100.00%														100.00%		100.00%

										COLR25				1		0.00%				12,068		0.1				12,068								VRILCS13																		100.00%		100.00%		100.00%		100.00%

										Total Columbia				1,575		1.85%						0.0

																																		Mapping - FEW from Amalgamation Application

										Vancouver Island												0.0														RS1				RS2				RS3				TOTAL

								Residential		VRIRGS				15,980		18.72%				34		6.5				550,831								RS		Cust		Vol		Cust		Vol		Cust		Vol		Cust		Vol

								Commercial		VRIAGS		split		114		0.13%				968		1.3				110,388								WHR1		100.00%		100.00%										100.00%		100.00%

								Commercial		VRISC1				953		1.12%				194		2.2				184,958								WHSC1						100.00%		100.00%						100.00%		100.00%

								Commercial		VRISC2				155		0.18%				319		0.6				49,389								WHLC1						100.00%		100.00%						100.00%		100.00%

								Commercial		VRILC1		split		112		0.13%				1,022		1.3				114,408

										VRILC2		split		23		0.03%				3,005		0.8				69,113

										VRILC3		split		11		0.01%				2,578		0.3				28,356

										VRIHLF		split		1		0.00%				0		0.0				- 0

										VRILCS13				1		0.00%				2,466		0.0				2,466

										Total V Island				17,350		20.33%



										Whistler

								Residential		WHIR1				391		0.46%				79		0.4				30,705

								Commercial		WHISC1				45		0.05%				306		0.2				13,767

										WHILC1				3		0.00%				2,711		0.1				8,134

										WHILC2				4		0.00%				4,123		0.2				16,492

										WHIC2		WHLC2		4		0.00%				2,787		0.1				11,147

										Total Whistler				447		0.52%										11,454,018





										Total FEI				67,551		79.15%

										Total FEI, FEW, FEVI				85,348		100.00%						134.2







																																		WHLC2										100.00%		100.00%		100.00%		100.00%





