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1 Reference: Exhibit B-6, CEC 1.2.2; Exhibit B-1, Page 9 and Exhibit B-1, Appendix 1 

E, Draft Order 2 

 3 
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 1 
1.1 Please confirm that under Sections 28 to 30 of the Utility Commission Act (UCA), 2 

the Commission must consider the public interest in its approval of system 3 

extension.  4 

  5 

Response: 6 

Confirmed. 7 

 8 

 9 

 10 

1.2  Please confirm that under Sections 59 – 61 of the UCA the Commission must 11 

ensure that rates are fair, just and reasonable, and are not unduly discriminatory.  12 

  13 

Response: 14 

Confirmed. 15 

 16 

 17 

 18 

1.3 Please confirm that neither the Province of BC nor the Commission has a 19 

prescribed social discount rate.  20 

  21 

Response: 22 

FEI is not aware of a prescribed social discount rate of the Province or Commission.   23 
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 1 

 2 

 3 

1.4 Please confirm that in considering the public interest for the extension of service, 4 

the Commission must consider a broad range of public issues including but not 5 

limited to: 6 

• The value of choice in energy services for potential customers in BC; 7 

• The value of energy services provided on a postage stamp basis; 8 

• The long term potential for development of community neighbourhoods; 9 

• The potential for economic variability in any given period of time to 10 

arbitrarily impact particular customers; 11 

• The fact that natural gas service incorporates an embedded price of 12 

carbon in the form of a carbon tax to explicitly deal with GHGs as a social 13 

issue; 14 

• The fairness in the degree of consistency of impacts arising from the 15 

extension of electrical service compared to natural gas service; 16 

• The merits in sharing the heritage value of embedded cost service with 17 

new customers; 18 

• The fairness in providing natural gas service, particularly for communities 19 

bearing the environmental and social costs of providing natural gas to 20 

customers in the province, and for economic development benefits for all 21 

citizens of the province; 22 

• The appropriateness of not over-burdening new customers having efficient 23 

use of natural gas and efficient building envelopes and behaviours; 24 

• The fairness of determining extension costs applicable to the initial 25 

customers in a large-scale phased development where social and 26 

economic policy of the municipalities and developers requires long-term 27 

staged development; and 28 

• The merits of inclusiveness in serving cities and towns that want service 29 

and are within a reasonable range of costs for providing the service. 30 

  31 
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Response: 1 

FEI agrees the list reflects considerations in the public interest but notes that not all the items 2 

need to be prevalent to determine public interest or that each item carries similar weight.   3 

 4 

 5 

  6 

1.4.1 Please provide any other public interest considerations that FEI would 7 

find reasonable for the Commission to consider and/or have been 8 

brought to FEI’s attention in its consultation processes. 9 

  10 
Response: 11 

It is not possible or practical to exhaustively define the public interest.  There are no doubt other 12 

considerations, but the list provided in CEC IR 2.1.4, and FEI’s response to CEC IR 2.2.1.1, as 13 

well as those documented in the Application and two rounds of IRs capture significant 14 

considerations in the context of this Application.  Note that not all considerations are required to 15 

be met to determine public interest.   16 

  17 
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2 Reference:   Exhibit B-6, CEC 1.2.2; Exhibit B-1, Page 9 and Exhibit B-6, CEC 1 

1.4.1.5 2 

 3 
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 1 

 2 
2.1 Please confirm or otherwise clarify that a test of the public interest includes an 3 

understanding of the societal benefits.  4 

  5 

Response: 6 

Confirmed. 7 

 8 

 9 

 10 

2.1.1 If confirmed, please discuss the public interest in connecting new 11 

customers from a societal perspective. 12 

  13 

Response: 14 

The public interest includes consideration of both existing and potential new customers, as well 15 

as the broader economic, social and environmental implications.  Key considerations relevant to 16 
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the public interest in connecting new customers from a social perspective are reflected in the 1 

Guiding Principles identified in stakeholder consultation:1    2 

1. Provide energy choice; 3 

2. Protect existing customers; 4 

3. Support government objectives; 5 

4. Recognize First Nations; and 6 

5. Easy to understand. 7 

 8 

The Guiding Principles have served to capture the varying interests of the stakeholders involved 9 

in the review of FEI’s system extension policies.   10 

From FEI’s perspective, the issue can be summarized as balancing the needs of providing fair 11 

access to energy choice for all new customers against protecting existing customers from harm 12 

in the form of unwarranted rate increases.  Ultimately, the issue boils down to the mechanics of 13 

whether or not a new customer has to pay a CIAC since the presence or absence of a CIAC 14 

impacts the energy choice of new customers and the rates of existing customers.   15 

FEI believes that the recommendations in the Application will better serve the public interests 16 

since they are designed to fairly update the circumstances under which a CIAC will be required, 17 

resulting in a re-balancing of the interests of new and existing customers. 18 

 19 

 20 

 21 

   22 

2.2 Please explain how FEI, the Commission and interveners should assess the 23 

‘reasonable consideration of externalities (for the social perspective evaluation)’ 24 

as provided for in the Commission’s recommendation 5(f) above. 25 

  26 

Response: 27 

As indicated in the response to BCSEA IR 1.3.1, the Company’s view of what constitutes 28 

‘externalities’ and how they should be assessed  is consistent with that described in Section 5.2 29 

of the Guidelines referenced below: 30 

As noted in the Phase II Decision, which preceded the Decision, the Commission 31 

believes that a reasonable consideration of externalities is limited to externality 32 

                                                
1
 Refer to section 3.2.4 of the Application. 
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considerations that have the potential, in the judgment of the Commission, to eventually 1 

emerge as unavoidable regulatory costs for the Utilities and their customers. [Emphasis 2 

added.] 3 

Please refer to the response to IR CEC IR 1.2.2 and BCSEA 1.3.1 for discussion related to the 4 

social perspective evaluation.  5 

While the Guidelines have given the term “externalities” a specific meaning in this context, it 6 

remains the case that the broader public interest is in play when the MX Test is being 7 

considered by the Commission.  Key aspects of the public interest are reflected in the Guiding 8 

Principles from the stakeholder workshops.   The Company’s proposal to change some of its 9 

parameters was made in consideration of the Guiding Principles from the stakeholder 10 

workshops, which factored in the objectives of providing energy choice, supporting government 11 

objectives and recognizing First Nations (which are external “Societal” or “Social” 12 

considerations).  The effect of this consideration is an MX Test that lowers barriers (particularly 13 

required CIACs) to accessing natural gas services. 14 

 15 

 16 

 17 

2.3 What criteria should the Commission consider in the ‘reasonable consideration of 18 

externalities’? 19 

  20 

Response: 21 

Please refer to the response to CEC IR 2.2.2. 22 

  23 
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3. Reference:  Exhibit B-6, CEC 1.32.1 and Exhibit B-3, BCUC 1.32.5 1 

2 

 3 

3.1 Are any of the costs associated with producing the MX report flowed through 4 

under PBR, or are they all O&M expenditures? 5 

  6 

Response: 7 

All of the costs associated with producing the MX Report are O&M costs which are part of the 8 

O&M that is under the PBR formula, and are therefore not flowed through outside of the 9 

formula. 10 

 11 

 12 

 13 

3.1.1. If there are flow-through savings, please describe and quantify where 14 

possible. 15 

  16 
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Response: 1 

As described in the response to CEC IR 2.3.1, there are no flow-through savings. 2 

 3 

 4 

 5 

3.2 Please identify any prospective savings that could accrue to customers from the 6 

proposed changes in reporting.  7 

  8 

Response: 9 

As stated in the response to BCUC IR 1.32.5 quoted in the preamble, there are no incremental 10 

savings that FEI anticipates during the current PBR term, and therefore no savings would 11 

accrue to customers from the proposed changes in reporting during the PBR term.  If any 12 

unanticipated savings are realized, they will be shared 50/50 with customers under the earnings 13 

sharing mechanism under FEI’s PBR Plan and result in lower O&M after the PBR term is over. 14 

 15 

 16 

 17 

3.3 What are the ‘extraneous’ activities referenced in the Company’s estimate of the 18 

cost of producing the MX Report.  Please identify and quantify. 19 

  20 

Response: 21 

The “extraneous” activities were defined by the Commission in BCUC IR 1.32.2 to be “EES 22 

reports, the consultation activities for this application and these application costs.”  The estimate 23 

of MX report costs that was provided in response to that IR did not include the “extraneous” 24 

costs, as per the Commission’s request.  However, the amount and nature of these costs can 25 

be found in response to BCUC IR 2.27.10.  26 

 27 

 28 

 29 

3.4 Please explain why the MX Report costs approximately $200/hour to produce. 30 

  31 

Response: 32 

Please refer to the response to BCUC IR 2.27.7. 33 
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 1 

 2 

  3 

3.5 Please identify whether or not the cost to produce the MX Report, being 4 

$100,000 include actual cost and/or whether or not unpaid overtime is part of the 5 

costing and so at what rate it is included.  6 

  7 

Response: 8 

Please refer to the response to BCUC IR 2.27.7. 9 

  10 
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4 Reference:  Exhibit B-6, CEC 1.7.1  1 

 2 
4.1 Do transmission lines, LNG plants, DSM programs or appliance marketing share 3 

similar life expectancies?  Please explain and provide the life expectancy of FEI’s 4 

investments that might reasonably be included in the above statement.  5 

  6 

Response: 7 

FEI notes that the assets referenced in the question (transmission lines, LNG plants, DSM 8 

programs) all have life spans that differ from the 20 year IRP planning time frame.  FEI no 9 

longer participates in appliance marketing. 10 

Transmission lines and LNG plants have life expectancies that exceed the IRP planning 11 

timeframe.  DSM programs and associated costs are amortized over 10 years.  It is not clear to 12 

FEI how the timeframe considered in the IRP (20 years) relates to the lifespan of the assets 13 

under consideration in the MX Test.   14 

The lives of FEI’s distribution mains are evaluated through a Depreciation Study, as are the 15 

lives of FEI’s other physical assets. FEI provides the following information on the lives of the 16 

depreciable assets listed in the quote. 17 

According to FEI’s most recent Depreciation Study which was filed with the Annual Review for 18 

2016 Rates, Transmission pipelines have an average life expectancy of 65 years.  Different 19 



FortisBC Energy Inc. (FEI or the Company) 

2015 System Extension Application (the Application) 

Submission Date: 

November 13, 2015 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 2 

Page 13 

 

components of LNG Plant have different life expectancies.  For the Mt. Hayes LNG Plant the 1 

Depreciation Study recommends the following: 2 

 15 years for the Control Room; 3 

 25 years for Structures and Pre-Treatment Equipment; 4 

 36 years for LNG Measuring and Regulating Equipment; 5 

 40 years for Piping, Liquefaction Equipment, Send Out Equipment, Substation and 6 

Electrical Equipment; 7 

 60 years for Equipment; and 8 

 65 years for Mains. 9 

 10 
FEI considers the distribution mains that are the subject of the MX Test to have similar life 11 

characteristics to its transmission mains (65 years) and also the LNG mains (60 years). 12 

 13 

 14 

 15 

4.2 Are transmission lines, LNG Plants, DSM programs or appliance marketing 16 

equivalent in absolute dollar terms for the FEI utility spending? 17 

  18 

Response: 19 

No.  Please see the table below which provides the last five years additions to rate base for 20 

FEI/FEVI combined each of the categories requested in CEC IR 2.4.3, excluding CPCNs.  21 

Amounts shown are in $ thousands. FEI does not have a projection of 2015 actual plant 22 

additions for the categories shown. 23 

 24 

Based on this summary, it can be seen that these amounts are not equivalent in absolute dollar 25 

terms. 26 

 27 

 28 

2010 2011 2012 2013 2014

Transmission Mains 8,857          18,910       6,035          15,611       15,206       

LNG Plant 529             388             2,511          254             461             

EEC Expenditures 12,654       15,486       14,879       14,911       31,618       

Actual
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 1 

4.3 Please provide the dollar amount expended on each of transmission lines, LNG 2 

Plants, DSM programs and appliance marketing for each of the last five years, 3 

including estimates through to the end of 2015. 4 

  5 

Response: 6 

Please refer to the response to CEC IR 2.4.2. 7 

  8 
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5 Reference:  Exhibit B-6, CEC 1.9.1  1 

 2 

5.1 Please confirm that the O&M per customer is an annual figure.  3 

  4 

Response: 5 

Confirmed. 6 

  7 
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6 Reference:  Exhibit B-6, CEC 1.9.4 and BCUC 1.39.1 1 

 2 

 3 
6.1 Would FEI agree that where the forecast revenues are equal to the forecast 4 

costs in aggregate, there is an overall benefit to the public in that there is no 5 

harm, and is arguably an incremental benefit, to existing ratepayers, and new 6 

ratepayers benefit from receiving service?  Please explain why or why not.  7 

  8 

Response: 9 

There is an overall benefit to the public when actual revenues are equal to actual costs.  New 10 

rate payers are able to attach to the system for a reasonable cost and therefore benefit from the 11 

utility service.  Existing customers benefit when actual revenues are equal to or greater than 12 

actual costs (as demonstrated in the Rate Impact Analysis).  Please also see section 3.2.4 of 13 

the Application and responses to CEC IR’s 1.16.1 and 1.18.1.  14 

The MX Test, as an ex ante mechanism, uses forecast revenues and costs in order to make a 15 

determination on the attachment of a customer.  However, the same principle applies in that so 16 

long as forecast costs equal forecast revenues, there is a forecast benefit to the public.   17 

 18 

 19 

 20 

6.2 Please provide FEI’s views as to why forecast revenues should exceed forecast 21 

costs in aggregate for incremental costs, rather than being equivalent or better. 22 
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  1 

Response: 2 

The Company historically proposed 1.1 as the aggregate PI threshold and an individual PI equal 3 

to 0.8 in order to have a conservative approach to its system extension policies. FEI notes that 4 

in light of the information provided in response to BCUC IR 1.3.1, the 1.1 threshold could be 5 

seen as being overly conservative as customers continue to add to mains long after the initial 5 6 

year window considered in the Test.  FEI believes an aggregate PI threshold equal to 1.0 is a 7 

more fair and reasonable approach to balance the interests of new and existing customers and 8 

to realize the incremental benefits referred to in CEC IR 2.6.1.   9 

 10 

 11 

  12 

6.3 Please provide a brief discussion of how BC Hydro determines the 13 

appropriateness of extending electrical service in an analogous situation as that 14 

being tested in the MX test.  15 

  16 

Response: 17 

BC Hydro’s method of assessing the appropriateness of extending electrical service is less 18 

complex than that of FEI.  Unlike FEI, BC Hydro does not consider the consumption of individual 19 

appliances in their main extension policies in determining whether a CIAC is required.  Note that 20 

for electrical service there are many more potential appliances and with the exception of a 21 

refrigerator/freezer or heating and cooling equipment it would be difficult to take the approach 22 

that FEI uses with appliance consumption.  Rather, BC Hydro provides a maximum flat 23 

contribution towards an extension that is deducted from the expected cost for the connection.  24 

Any residual amount that results would constitute the applicant’s required CIAC in order for the 25 

electrical extension to proceed. 26 

The flat contribution provided by BC Hydro is derived from a 20-year NPV calculation based on 27 

the distribution related capital costs assigned to residential customers in the cost of service 28 

study. The allocation of these costs is predominately based on the residential class’ aggregate 29 

load profile relative to other classes.  30 

  31 
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7 Reference:  Exhibit B-6, CEC 1.9.6 1 

 2 
7.1 Please confirm that the SI charge per GJ is calculated for the utility as a whole, 3 

and not specifically for the customers in question in the main extension test.  4 

  5 

Response: 6 

Confirmed. 7 

 8 

 9 

 10 

7.1.1 If confirmed, does FEI derive its forecast capital costs from formula 11 

under PBR, or does it separately forecast its distribution system capital 12 

costs?  Please explain. 13 

  14 

Response: 15 

FEI has derived its capital costs for the SI charge calculation from formula while under PBR. 16 

FEI’s intention is to manage its capital spending to at or near formula while under PBR so FEI 17 

believes it is logical to use the same capital spending in the SI calculation.  18 

  19 
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8 Reference:  Exhibit B-1, page 21 B-6, CEC 1.12.1 1 

 2 
 3 

 4 
8.1 Please provide an approximation of the ratio that is attributable to direct 5 

overhead and indirect overhead.  6 

  7 
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Response: 1 

For FEI’s 2015 MX Test direct overhead is estimated at 8% and indirect overhead is estimated 2 

at 15.3% for a total of 23.3%. 3 

 4 

 5 

 6 

8.2 Please confirm that the ‘direct overhead’ as outlined above is essentially a sunk 7 

cost that is not directly attributable nor incremental to the customer addition in 8 

question,  but rather an allocation based on past expenses incurred from non-9 

customers. 10 

  11 

Response: 12 

Confirmed. 13 

 14 

 15 

  16 

8.3 Are there any direct overhead costs that are directly attributable and incremental 17 

to the customer addition in question? 18 

  19 

Response: 20 

No, there are no direct overhead costs that are directly attributable and incremental to the 21 

customer addition in question.   22 

As described in the preamble to the question, traditionally, direct overhead costs have been 23 

treated as those costs that have not been charged to a specific project.  24 

 25 

 26 

 27 

8.3.1 If so, please discuss and provide an estimate of these costs.  28 

  29 

Response: 30 

Please refer to the response to CEC IR 2.8.3 where FEI confirms there are no such costs. 31 

 32 

 33 
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 1 

8.4 Please provide the rationale for why capital costs for a customer addition that 2 

was not carried out should be included in the economic test for a different 3 

prospective customer. 4 

  5 

Response: 6 

Generally, the capital costs incurred (a planner’s time for example) for an addition that is not 7 

carried out would not have occurred if FEI was not adding customers. To that extent, one could 8 

consider those costs incremental and caused by customer growth. Consequently, the Company 9 

has traditionally considered them an incremental cost of adding customers and accounted for 10 

them in the Test. 11 

 12 

 13 

 14 

8.5 Would FEI agree that allocating overhead that is non-incremental to a 15 

prospective new customer can theoretically create an increasingly perverse 16 

outcome by creating an overly high barrier for the new customer and potentially 17 

eliminating their contribution to overhead, such that if fewer and fewer new 18 

customers connected due to the costs associated with covering non-incremental 19 

and previously existing overhead, then the overhead would be spread over fewer 20 

and fewer customers, resulting in a higher and higher barrier? 21 

  22 

Response: 23 

Yes, please also refer to the response to CEC IR 2.8.4. 24 

 25 

 26 

 27 

8.5.1 If not, please explain why not.  28 

  29 

Response: 30 

Please refer to the response to CEC IR 2.8.5. 31 

 32 

 33 

 34 
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8.6 Please confirm that if customer additions were defined as those customers who 1 

followed through on their requests, had an aggregate portfolio PI of 1.1 that did 2 

not include a calculation of overhead costs, it would result in a portfolio that 3 

contributed to overhead costs that would otherwise be borne by existing 4 

ratepayers. 5 

  6 

Response: 7 

Confirmed, although the referenced PI is calculated on a forecast basis.  8 

 9 

 10 

 11 

8.6.1 If not confirmed, please explain why not and identify those costs that 12 

would not otherwise be borne by existing ratepayers.  13 

  14 

Response: 15 

Please refer to the response to CEC IR 2.8.6. 16 

  17 
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9 Reference:  Exhibit B-6, CEC 1.28.1 and 1.28.2 1 

 2 

 3 
9.1 What is causing the overhead rates to decline over time?  Please explain. 4 

  5 

Response: 6 

As demonstrated by the table, prior to 2011 FEI had not updated the calculation of the overhead 7 

rate within the MX test since 2004. In 2011, FEI began to update the overhead rate parameter in 8 

the MX Test on an annual basis. The overhead rate calculation method as described in 9 

response to CEC IR 1.12.1 has been updated annually since 2011. From 2011 through 2014 10 

FEI has been reducing its capitalized overheads in relation to its direct capital spending; 11 

consequently the overhead rate in the MX Test has followed this decline. 12 

  13 
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10 Reference:  Exhibit B-6, CEC 1.14.5 1 

 2 
10.1 Why were expenditures on main extensions so much higher in 2008 than in any 3 

of the following years?  4 

  5 

Response: 6 

Expenditures on main extensions were much higher in 2008 due to 40% to 50% more mains 7 

installed in that year compared to the following years. For instance, the average number of 8 

mains installed from 2009 to 2014 was approximately 700 per year compared to nearly 1,300 9 

mains installed in 2008.   10 

 11 

 12 

 13 

10.2 Please provide the CIACs for the above table. 14 

  15 
Response: 16 

The requested data is provided below.  In 2012 for example, FEI’s expenditures were $325,606 17 

and the remaining $639,581 was paid by customers in the form of CIACs, such that the total 18 

costs (company paid and customer paid) to install all main extensions that required CIACs was 19 

$965,187. 20 
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 1 

  2 
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11 Reference:  Exhibit B-6, CEC 1.18.1 1 

2 

 3 

11.1 Is it appropriate for the Commission to address the value of choice in a test of the 4 

public interest for a specific application before it?  Please explain why or why not.  5 

  6 

Response: 7 

FEI considers that it is appropriate for the Commission to consider the value of choice in the 8 

context of this Application.  The value of choice is a public interest consideration and the test to 9 

be applied in approving the MX Test involves a consideration of the public interest.   10 

Further, the Company believes that the outcomes of the stakeholder consultation should be 11 

taken into account by the Commission since they were intended to inform the Company’s 12 

recommendations in the Application.  Since the issue of the value of choice was captured in 13 

“Provide Energy Choice,” one of the Guiding Principles developed with stakeholders, the extent 14 

to which the Company’s recommendations help to provide energy choice should be considered 15 

by the Commission.   16 
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 1 

 2 

 3 

11.1.1 If yes, should the Commission incorporate the value of choice in its 4 

evaluation of the appropriateness of the MX test?  Please explain why 5 

or why not.  6 

  7 

Response: 8 

Yes, for the reasons described in the response to CEC IR 2.11.1.   9 

 10 

 11 

 12 

11.1.2 Please confirm that renewable natural gas from the biomethane 13 

program is incorporated into the natural gas system as a whole, and is 14 

paid for by the biomethane customers, except to the extent that there is 15 

excess supply over and above what biomethane customers buy.  16 

  17 

Response: 18 

Currently, all costs associated with the Biomethane Program are captured in the Biomethane 19 

Variance Account (BVA) and embedded in the Biomethane Energy Recovery Charge (BERC) 20 

and applied to customers who choose Renewable Natural Gas.  The BCUC also provided a 21 

mechanism (in Order No. G-210-13) whereby unrecovered BVA costs can be transferred to the 22 

MCRA.  Interconnection costs that were approved prior to Order G-210-13.2 are also embedded 23 

in delivery rates. 24 

In an application filed on August 28, 2015, FEI proposed changes to the BERC methodology 25 

which, if approved, will set out the mechanism for how otherwise unrecovered costs will be 26 

recovered through both Storage and Transport and Delivery rates. 27 

 28 

 29 

 30 

11.1.3 Please confirm that all customers who connect under the MX test will 31 

have the opportunity to purchase renewable natural gas except in 32 

Revelstoke.  33 

                                                
2
  BCUC Letter L-10-14 Response to Request for Clarification. 
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  1 

Response: 2 

Confirmed.  Customers who connect to the natural gas system and qualify to take service under 3 

Rate Schedule 1B, 2B, 3B, 5B or 11B are eligible to purchase renewable natural gas. 4 

  5 
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12 Reference:  Exhibit B-1, Pages 37 and 55 and Exhibit B-6, CEC 1.25.1 1 

 2 

3 

 4 

12.1 What, if any, difficulties would arise if the company used a 10 year planning 5 

horizon for all its customer attachments subject to an MX test?  6 

  7 
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Response: 1 

FEI does not foresee any difficulties if it were to use a 10 year planning horizon for all its 2 

customer attachments subject to an MX Test.  FEI notes that this practice is currently followed 3 

in other jurisdictions without any special compliance reporting.  Consequently, FEI would be 4 

supportive if the Commission were to decide that the Company should use a 10 year forecast 5 

for all projects requiring an MX Test. 6 

In the Application, the Company addressed a specific gap whereby customers who could 7 

demonstrate that there was a plan for attachments beyond the five year window were not able 8 

to use these attachments in the MX Test.  The Company has also proposed to provide 9 

compliance reporting specific to the use of a 10 year forecast in an effort to allow the 10 

Commission greater oversight of this change in policy than would be the case in Ontario where 11 

there is no equivalent reporting. 12 

 13 

 14 

 15 

12.1.1 If there are difficulties, please explain why they are difficulties.  16 

  17 

Response: 18 

There are no difficulties.  Please refer to the response to CEC IR 2.12.1. 19 

  20 
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13 Reference:  Exhibit B-6, CEC 1.25.1.4 1 

 2 

13.1 Would it be reasonable for FEI address all extensions on a case by case basis so 3 

that the forecast period is always dependent upon the anticipated project life?  4 

Please explain why or why not.  5 

  6 

Response: 7 

FEI believes that it is important to have a base number of years that attachments should be 8 

considered in the context of the MX Test.  Currently the maximum number of years that 9 

attachments can be considered in the MX Test is five years.  FEI has requested approval to 10 

increase this to ten years where there is evidence that attachments may occur after the five year 11 

window.  In practical application, FEI currently looks at each main extension and inputs the 12 

number of attachments up to the five year window, however this may result in there only being 13 

attachments for one or two years as that is all that the developer has planned.  In this case the 14 

FEI is already doing what the question asks.  The request in the Application would extend this 15 

window to ten years.  This would allow for all the attachments in a development that had an 8 16 

year build out, for example, to be considered in the MX Test.    17 

The proposal by FEI to increase the attachment window to 10 years is consistent with the 18 

Commission’s Guidelines that suggest system extension policies should have a term long 19 

enough to consider the full impact of the revenue and costs over the life of the extension.  20 

                                                    21 

 22 

 23 

 24 

13.2 If no, would it be reasonable to provide forecasts for projects based on type of 25 

project or other criteria, such that certain types are subject to five year forecast 26 
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period, certain project types are subject to a 10 year forecast period and others 1 

are subject to a longer period?  Please explain why or why not.  2 

  3 

Response: 4 

Please refer to the response to CEC IR 2.13.1. 5 

 6 

 7 

 8 

13.3 If it would be useful to provide forecasts based on project types, what would be 9 

the most logical criteria by which to group projects?  Please provide an 10 

explanation.  11 

  12 

Response: 13 

As noted in response to CEC IR 2.13.1, it would be possible to match the projected forecast 14 

period to the anticipated project life.  However, as every project is different it is not possible to 15 

group forecasts into project types.  There are unique circumstances with every project, and 16 

there are inherent difficulties in grouping projects into a finite number of logical criteria. 17 

 18 

 19 

 20 

13.4. Please confirm that on a case by case basis some project lives would exceed 10 21 

years and could do so by a significant margin, of perhaps double or triple or more 22 

than the proposed 10 years.  23 

  24 

Response: 25 

Confirmed.  26 

  27 
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14 Reference:  Exhibit B-6, CEC 1.33.2 1 

 2 

14.1 Please confirm that a 5 or even 10 year time horizon may result in a skewed 3 

result if there is an economic downturn or other event that results in an 4 

unexpected shift in the circumstances of the project.  5 

  6 

Response: 7 

Confirmed.   8 

Regardless of the time horizon used in the MX Test, an economic downturn or other event 9 

outside the control of the Company may skew results over the short term.  However, in FEI’s 10 

experience, even delayed attachments, such as those following the global financial crisis of 11 

2008 that negatively impacted the B.C. housing market, materialize over a longer time frame.  12 

 13 

 14 

 15 

14.2 Would a forecast that considered the entire life of the main extension be more 16 

accurate than one that considered only 5 or 10 years?  Please explain why or 17 

why not.   18 

  19 

Response: 20 

Since attachments occur well beyond a 5 or 10 year horizon, as shown in the response to 21 

BCUC IR 1.3.1, FEI believes that a forecast that considered the entire life of the main would 22 

appropriately capture the impact of customers attaching to the system over the life of the asset.  23 

However, FEI notes that there would be practical challenges  forecasting customer attachments 24 

out as far as 64 years.        25 

  26 
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15 Reference:  Exhibit B-6, CEC 1.36.2 1 

 2 

 3 

15.1 Please explain whether or not a DCF of 50 to 60 years would ‘unduly burden 4 

existing customers’ and explain why.  5 

  6 

Response: 7 

A DCF of 50 to 60 would not unduly burden existing customers. First, these terms have a similar 8 

impact on rates as a 40 year DCF as seen in Table 4-3 of the Application that shows a 50 year 9 

rate impact of $0.002/GJ, all else equal.  Second, it is possible that by extending the DCF term 10 

to 50 to 60 years, the CIAC barrier will decrease such that more incremental customers may 11 

attach than with a 40 year DCF.  Thus, the rate impact on existing customers may be lower with 12 

a 50 to 60 year DCF.  13 

FEI notes an error in the response to CEC IR 1.36.1 in the following sentence: “…will not unduly 14 

burden existing customers as it will have a minimum impact on rates of $0.002 GJ, …” 15 

[emphasis added]. The response should have read “…maximum impact…”. In other words, the 16 

worst case scenario is $0.002/GJ because it does not take into account the possibility that 17 

extending the DCF will add incremental customers that wouldn’t have attached in absence of a 18 

longer DCF. 19 

 20 

 21 
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 1 

15.2 What is the value of consistency with other utilities? 2 

  3 

Response: 4 

FEI believes that there is value in understanding the practices being followed by other utilities.  5 

In so doing, FEI is able to learn from research and practical efforts other utilities undertake and 6 

therefore FEI can make more informed decisions on its own applications or practices.  7 

  8 
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16 Reference:  Exhibit B-6, CEC 1.36.2 and 1.36.4 1 

 2 

 3 

16.1 Please provide an estimate of the decrease in the frequency of the CIAC for 4 

terms of 50 years, 60 years and 65 years. 5 

  6 
Response: 7 

The Company has provided the requested updates to the DCF analysis. Table 4-3 from the 8 

Application is included below with additional analysis for DCF terms of 55 and 60 years. The 9 

Company’s MX test model is currently designed to analyze DCF terms of up to 60 years. 10 

Therefore, the Company is not able to provide estimates for a 65 year DCF term within the time 11 

frame available. 12 

 13 
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As seen in the table above, an increase in a DCF term from the current 20 year term to a 60 1 

year term would result in a 6% decrease in the number of contributions received and would 2 

have had a rate impact of $.002/GJ based on all mains installed from 2008 to 2014, not 3 

accounting for any additional offsetting benefit from load that might be expected to have come 4 

on the system due to having a lower CIAC requirement.  The Company notes that the rate 5 

impact or Change in Delivery Cost per GJ in the table above remains relatively consistent for a 6 

40 year DCF term as compared to a 60 year.  This is due to the discounting of additional years 7 

of revenue from the DCF term. The change in revenues is small enough that the rate impact 8 

remains unchanged at the thousandth of a penny. 9 

  10 
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17. Reference:  Exhibit B-6, CEC 1.37.4 1 

 2 

17.1 Please provide the breakdown of main extensions by rate class. 3 

  4 

Response: 5 

The Company does not have a breakdown of main extension by rate class because rate class 6 

data is tracked at the customer level only. A main extension is generally not rate specific and 7 

can serve a mix of residential, commercial and industrial customers.  8 

 9 

 10 

 11 

17.2 Are CIAC requirements almost always for residential customers or do 12 

commercial customers also need to provide CIAC? 13 

  14 

Response: 15 

Residential and commercial customers are subject to the same main extension test. If the test 16 

determines that a CIAC is required based on the forecast costs, consumption and assigned rate 17 

schedule, then a CIAC would need to be provided before construction begins. 18 

For service line connections, residential (Rate Schedule 1) and commercial (Rate Schedule 2) 19 

customers both receive the SLCA (Service Line Cost Allowance) as a credit toward the cost of 20 

their service line. A CIAC is required if the cost exceeds the SLCA.  Note that the existing SLCA 21 

is based only on residential volumes.   22 

 23 

 24 

 25 

17.2.1 If commercial customers are also subject to CIAC, please provide the 26 

approximate proportion of customers subject to CIAC by rate class. 27 

  28 
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Response: 1 

The Company is not able to determine the proportion of CIACs by rate class for main 2 

extensions.  Please refer to the response to CEC IR 2.17.1. 3 

  4 
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18 Reference:  Exhibit B-6, CEC 1.37.5 1 

 2 

18.1 Did FEI consider commercial customers?  Please explain why or why not. 3 

  4 

Response: 5 

68.3 GJs is reflective of residential customers only.  The current SLCA methodology approved 6 

by the Commission includes the average cost for all main extensions and assesses an SLCA 7 

based on all residential and commercial service line costs, using residential consumption only. 8 

For the 2008 to 2014 commercial customers included as part of the Rate Impact Analysis in the 9 

Application, the average annual consumption for Rate Schedule 2 was 356.5 GJs per year.  10 

Please refer to the response to BCUC IR 2.30.5 for the calculation details. 11 

Given that some customers that request service lines are commercial customers and that those 12 

customers may consume substantially more than 68.3 GJs, the volume used to calculate the 13 

SLCA should be considered conservative.  The Company would be open to exploring a 14 

commercial customer SLCA (Service Line Cost Allowance), or to include commercial 15 

consumption levels in calculating the existing SLCA, if directed to do so by the Commission. 16 

 17 

 18 

 19 

18.2 What would be an appropriate consumption figure to represent new commercial 20 

customers?  Please provide and explain why. (Given the variability across the 21 

commercial customers, please provide the average and median for the rate 22 

class) 23 

  24 

Response: 25 

Please refer to the response to BCUC IR 2.18.1. 26 

 27 
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