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the Application, FEI respectfully submits the attached response to Access Gas IR No. 1. 
 
If further information is required, please contact Scott Webb, Manager Customer Programs 
and Research, at 604-592-7649. 
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1. In 2006 FortisBC (formerly Terasen Gas Inc.) stated in their Commodity 1 

Unbundling Project for Residential Customers CPCN Application dated April 13, 2 

2006 that the expected ongoing average net operating cost per eligible customer 3 

per month for 2011-2015 would be $0.46 or $5.48 annually (net of Gas Marketer 4 

recoveries). How has this compared to the actual cost per customer (net of Gas 5 

Marketer recoveries) incurred over the 2011-2015 period? One could  infer that, 6 

at that time, $5.48 was a reasonable point estimate for the annual option value 7 

for access to Customer Choice. What does FortisBC see as a fair annual option 8 

value per eligible customer for access to Customer Choice today? Please explain 9 

how FortisBC arrived at today’s option value. 10 

  11 

Response: 12 

The following table provides the historic net Program cost per eligible customer over 2011 to 13 

2015.  14 

 15 

This table shows that the average annual cost per eligible customer is currently $0.59 per year, 16 

which is much lower than originally proposed.  However, the original 2006 CPCN included a $3 17 

million annual allocation for customer communications.  The fact this ongoing Program expense 18 

was not approved by the Commission should be considered when evaluating the ongoing 19 

contributions from non-bypass customers.  In addition, the inclusion of Vancouver Island and 20 

Whistler into the Program’s eligible areas has served to dampen the cost per customer and this 21 

was not accounted for when the CPCN was filed in 2006. Adjusting for these two factors results 22 

in a cost to non-bypass customers of $4.181, an amount closer to the $5.48 reference made in 23 

the CPCN.  24 

Given the extensive changes that have occurred since the Program was formed in 2006, FEI 25 

has recommended adjusting the fee structure to (1) better align with the principle of cost 26 

causation; (2) recognize the Company’s shift to its in-house customer service solution; and (3) 27 

account for the availability of actual current costs versus costs established a decade ago.  The 28 

costs and recoveries presented in 2006 were forecasts.  FEI did not believe that Program costs 29 

would never be reviewed, and indeed the annual regulatory reporting and AGM process is 30 

                                                
1
  Adjusting for the originally proposed $3 million communication expenditure, and excluding Vancouver 

Island and Whistler customers lowers Program eligible customers to 853,000. This results in an 
adjusted cost per $4.18 (i.e., (3,000,000 + 566,634)/853,000 customers).   
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evidence that aspects of the Program continue to be refined.  Therefore, it is not unreasonable 1 

to expect that Gas Marketers may eventually contribute a higher percentage of Program costs 2 

than they did in the past.  3 

 4 

 5 

 6 

2. Was the 2015 “preliminary review of the Customer Choice Program’s (the 7 

Program) existing Gas Marketer fee structure in preparation for the Annual 8 

General Meeting (AGM)” (not this Application) referenced in “Section 1. 9 

Introduction and Approval Sought” a FortisBC initiative or was FortisBC directed 10 

to complete the review by the Commission? 11 

  12 

Response: 13 

FEI submitted to the Commission, as a discussion item for the 2014 Annual General Meeting 14 

(AGM), a review of transaction fees charged to Gas Marketers.2  In this submission, FEI 15 

requested a discussion of, “…potential fee adjustments to the customer billing and confirmation 16 

letter charges…as these fees have not been adjusted since Program inception in 20073.”  As a 17 

result of the discussion at the AGM, the Commission directed FEI, “…to submit an application to 18 

the Commission regarding the Customer Choice program fee structure by March 31, 2016, after 19 

conducting a comprehensive review of the program’s transaction fees…”4 20 

 21 

 22 

 23 

3. In “Section 1. Introduction and Approval Sought” FortisBC states “Customer 24 

participation in the Program has declined significantly since 2012. Marketer Fees, 25 

currently charged on a per enrolled customer basis, are increasingly unable to 26 

cover essentially flat Program costs.”  When the Customer Choice Program was 27 

introduced, was it the intent of FortisBC, the Commission and participants that 28 

Gas Marketer recoveries would fully cover Program costs?  Please explain why 29 

or why not? 30 

  31 

Response: 32 

The principle for recovery of the Program’s annual operating costs from Gas Marketers extends 33 

back to the original launch of Commercial Unbundling in 2004. This principle was set out by the 34 

Commission in Letter No. L-25-03, Appendix A, page 3: 35 

                                                
2
 FEI Submission of Issues for the Annual General Meeting, March 27, 2015. 

3
 FEI Submission of Issues for the Annual General Meeting, March 27, 2015, p.2. 

4
 2014 Customer Choice Seventh Annual General Meeting, BCUC Decision, September 29, 2015, p.4. 
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12. Program Cost Recovery 1 

The implementation and maintenance costs will be recovered from customers in those 2 
rate classes that are eligible for the service. Annual operating costs (transactional 3 
related costs) should be recovered, to the extent possible, from marketers. 4 
Terasen Gas shareholders will not be at risk for the costs of implementing and 5 
maintaining the service, or for any assets stranded by unbundling. [emphasis added] 6 

 7 

FEI interprets Order L-25-03 as providing the following guidance: 8 

1. Program implementation and maintenance costs were to be recovered from customers 9 

in the rate classes that are eligible for service;  10 

2. Fixed and transactional costs should be generally recovered from Gas Marketers; and 11 

3. There was a common understanding amongst stakeholders, including Gas Marketers 12 

about cost allocations and recoveries. 13 

Program implementation costs have been recovered from commercial and residential customers 14 

through a deferral account and midstream rate rider that ended in 2011.  The vast majority of 15 

Program costs incurred today, including maintenance related costs, are fixed.  As such, FEI has 16 

interpreted what constitutes an appropriate cost allocation given the spirit of this original 17 

direction. To help inform FEI’s recommendation the Company relied upon the driving principle 18 

used to originally evaluate costs, namely cost causality. 19 

FEI recommends that existing costs should be shared between Gas Marketers and all non-20 

bypass customers. The Company believes its recommended approach achieves this objective.   21 

 22 

 23 

 24 

4. In 2006 FortisBC (formerly Terasen Gas Inc.) stated in their Commodity 25 

Unbundling Project for Residential Customers CPCN Application dated April 13, 26 

2006 that the total O&M Costs for 2010 were expected to be $899,100 with 27 

$275,600 recovered from marketers and that net annual operating costs would 28 

continue at $600,000 following implementation (excluding Annual Customer 29 

Education Costs). This $600,000 figure can also be referenced in the 30 

Commission’s Commodity Unbundling Project for Residential Customers 31 

Certificate of Public Convenience and Necessity Application Decision dated 32 

August 14, 2006. Specifically that “Approximately $0.6 million in operation costs 33 

will  be  incurred annually once the program is operational. This amount is net of 34 

estimated recoveries from gas marketers.   Costs that are expected to be 35 

incurred include labour costs for two full time equivalents (“FTE”) required by 36 

Terasen Gas to help administer the program...”   Between 2007 and 2015 the net 37 

operating costs incurred by eligible FortisBC customers have been: 38 
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 1 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 

O&M 500,54
7 

971,73
4 

1,182,
625 

1,228,
885 

820,91
7 

980,73
3 

762,15
5 

784,14
1 

725,44
6 GM 

Recoveries 
399,68
2 

1,103,
048 

1,306,
782 

1,425,
269 

1,264,
267 

1,166,
334 

803,71
1 

548,92
6 

422,70
5 Net O&M 

Costs 
100,86
5 

-
130,31
4 

-
124,15
7 

-
196,38
4 

-
443,35
0 

-
185,60
1 

-
41,556 

235,21
5 

302,74
1 

Source: Table 1: Customer Choice Program Costs and Recoveries 2007-2015 from FEI exhibit B-1-3 dated May 20, 2 
2016 3 

 4 

 5 

FortisBC states in this Application that they have “Reviewed the current 6 

transaction fees3 and determined they no longer sufficiently recover Program 7 

costs.” and reference the CPCN dated April 13, 2006. Given the average net 8 

O&M costs since 2007 allocated to eligible customers has been -$53,615 (a net 9 

benefit) and that net O&M costs have never exceeded the $600K budgeted by 10 

FortisBC and approved by the Commission, is this application to amend program 11 

fees premature? If not, why not? 12 

  13 

Response: 14 

No, FEI does not believe this Application to amend Program fees is premature. The Company 15 

did not foresee the $600 thousand alluded to above as a permanent Program contribution to be 16 

paid by non-bypass customers.  Since 2012, Customer Choice has operated as an FEI cost 17 

centre, with annual operating variances rolling up to divisional and corporate accounts. The 18 

pertinent accounting focus is to ensure that Customer Choice department O&M variances are 19 

appropriately managed. FEI seeks an efficient method by which to address and limit both 20 

favourable and unfavourable variances that may arise over time due to either changing costs, or 21 

recoveries generated from Gas Marketer fees. 22 

To date, FEI has over-recovered by about $480 thousand in fees versus costs incurred. The 23 

Company anticipates that once the new fees are implemented, approximately the same amount 24 

will have been under-recovered.  Therefore, FEI believes now is the right time to be determining 25 

a sustainable funding solution for the Program. 26 

 27 

 28 

 29 

5. In 2010 FortisBC terminated the unbundling deferral account and rate rider to  30 

gain administrative efficiencies. FortisBC was able to do so because of lower 31 

than expected costs of the program due to the large recoveries from Gas 32 

Marketers. Did FortisBC prematurely terminate the unbundling deferral account 33 

and rate rider? If not, why not? Should FortisBC re-open the unbundling deferral 34 

account and rate rider? Please explain why or why not. 35 

  36 
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Response: 1 

No, the deferral account and rate rider treatment applicable at Program launch were not 2 

terminated prematurely. When the unbundled products were established, both capital and O&M 3 

costs were captured in the Residential Commodity Unbundling Capital and O&M deferral 4 

accounts, and in the Commercial Commodity Unbundling Capital and O&M deferral accounts. 5 

Accumulated amounts were recovered from customers via a midstream rate rider. Over the 6 

years, the capital amounts were paid off and the annual O&M costs were offset by the Gas 7 

Marketer transaction fee recoveries. The rate riders were set to zero and removed at the end of 8 

2011. The immaterial residual balances in the last remaining commodity unbundling deferral 9 

accounts (e.g. the Residential and Commercial O&M deferral accounts) at December 31, 2011 10 

were closed out to the Residual Delivery Rate Riders account. 11 

Deferral and rate rider treatment are no longer practical given that anticipated Program 12 

cost/recovery variances are immaterial relative to FEI’s broader operation (i.e., cannot 13 

practicably be billed because amounts are too small when allocated across all non-bypass 14 

customers).  15 

 16 

 17 

 18 

6. All of the fee structures proposed appear to be punitive to one or more marketers 19 

that have continued to participate following the initial enrollment blitz in 2007-20 

2008. Given Gas Marketers cannot change the rate that has been contracted 21 

with our customers, should FortisBC defer any material change to fees until 22 

expiry of all of the existing Customer Choice agreements? Please explain in 23 

detail why or why not? 24 

  25 

Response: 26 

No, FEI does not believe fee changes should be deferred.  The Company notes that there was 27 

never any stipulation when the Program was established that fees would remain fixed.  FEI has 28 

previously commented that Program fees should be reviewed on a regular basis and expects 29 

that Gas Marketers have generally understood that rates could increase.  30 

 31 

 32 

 33 

7. FortisBC is suggesting models for program cost recovery where our cost per 34 

enrolled customer changes annually based on other gas marketer participation 35 

levels and the marketing success rate of our competitors. Under each of the 36 

proposed recovery models our costs will be dependent on either the participation 37 

and/or activity of our competition. 38 
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 1 

a. Does FortisBC have any plans to provide daily enrollment and expiry 2 

profiles to gas marketers for all of the customers participating in the 3 

Customer Choice program? Why or why not? If not, when offering a five 4 

year product to our customers, how should gas marketers budget for 5 

costs under each of the proposed recovery options where cost per 6 

customer may change materially year-over-year? 7 

  8 

Response: 9 

No, FEI has no plans to adjust Customer Choice reporting at this time.  The Company believes 10 

that Gas Marketers appropriately bear the risk of certain program costs changing when they 11 

choose to participate in the Program. Gas Marketers are ultimately responsible for managing 12 

their business and deciding how best to address changing operating costs.  13 

 14 

 15 

 16 

b. Does FortisBC agree that material uncertainty in cost structure would 17 

likely lead to an increase in the margin required by Gas Marketers 18 

which would subsequently have a negative impact on competition, sales 19 

and enrollments?  If not, why not? 20 

  21 

Response: 22 

FEI has no insight into the cost structures of typical Gas Marketer operations or whether the 23 

proposed changes are material.  The proposed changes in recoveries better recover program 24 

costs and more accurately reflect cost causation.  FEI cannot definitively ascertain how this 25 

change may affect specific retailers.   26 

 27 

 28 

 29 

8. For each of the four (4) proposed recovery options: 30 

 31 

a. What would the 2015 fees have been for the remaining marketers if the 32 

two largest marketers had exited under a default on December 31, 33 

2014? 34 

  35 

Response: 36 

The tables below show the impact on the four options presented in the Application, if the two 37 

marketers with the largest customer base had exited the Program on December 31 2014, and 38 
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assuming the customers belonging to these Gas Marketers return to FEI gas supply and are not 1 

absorbed by the remaining Gas Marketers. 2 

Fixed and variable fees would increase in all four options in comparison to those initially 3 

presented in the Application; however FEI is of the belief that Option 4 still provides the most 4 

balanced proposal to the remaining Gas Marketers.  As stated in Section 5.6.5 of the 5 

Application, “Option 4 does a better job than other options of fairly allocating Program costs in a 6 

way consistent with the principle of cost causation. Costs are shouldered by the Marketers most 7 

often using Program services and infrastructure, but the fixed fee ensures that all Marketers are 8 

charged for continued access to the Program benefits….”5 9 

Table 1:  Quantitative assessment of Option 1 – 6 Smallest Marketers Remaining 10 

 11 

 12 

                                                
5
 Exhibit B-1, Section 5.6.5 Assessment of Option 4: Combination Fee, page 37. 
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Table 2:  Quantitative assessment of Option 2 – 6 Smallest Marketers Remaining 1 

 2 

 3 
Table 3:  Quantitative assessment of Option 3 – 6 Smallest Marketers Remaining 4 

 5 

 6 
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Table 4: Quantitative assessment of Option 4 – 6 Smallest Marketers Remaining 1 

 2 

 3 

 4 

 5 

b. What would 2015 fees have been for the remaining marketers if the two 6 

smallest marketers exited under a default on December 31, 2014? 7 

  8 

Response: 9 

The tables below show the impact on the four options presented in the Application, if the two 10 

marketers with the smallest customer base had exited the Program on December 31 2014, and 11 

assuming the customers belonging to these Gas Marketers return to FEI gas supply and are not 12 

absorbed by the remaining Gas Marketers. 13 
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Fixed and variable fees would increase in all four options in comparison to those initially 1 

presented in the Application, but the proportional increase is less than those presented above in 2 

FEI response to Access IR 1.8.a where the scenario has the two largest marketers exiting the 3 

Program.  As indicated in the Application and in response to Access IR 1.8.a, FEI is of the belief 4 

that Option 4 in this scenario still provides the most balanced proposal to the remaining Gas 5 

Marketers.  As stated in Section 5.6.5 of the Application, “Option 4 does a better job than other 6 

options of fairly allocating Program costs in a way consistent with the principle of cost causation. 7 

Costs are shouldered by the Marketers most often using Program services and infrastructure, 8 

but the fixed fee ensures that all Marketers are charged for continued access to the Program 9 

benefits….”6 10 

Table 1:  Quantitative assessment of Option 1 – 6 Largest Marketers Remaining 11 

 12 

                                                
6
 Exhibit B-1, Section 5.6.5 Assessment of Option 4: Combination Fee, page 37. 
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Table 2:  Quantitative assessment of Option 2 – 6 Largest Marketers Remaining 1 

 2 

Table 3:  Quantitative assessment of Option 3 – 6 Largest Marketers Remaining 3 

 4 
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Table 4:  Quantitative assessment of Option 4 – 6 Largest Marketers Remaining 1 

 2 

 3 

 4 

 5 

c. If the enrollment trend experienced over the prior five years were to 6 

continue for the next five years (for simplicity, assume the same 7 

average annual decline across all marketers), what would fees look like 8 

for each marketer for each of the next five years? 9 

  10 

Response: 11 

FEI does not anticipate the past five year enrolment trend to be reflective of future enrolment 12 

trends. The year 2012 experienced an exceptionally high departure from the program when 13 

almost half of the program’s customer base that had enrolled at program inception in 2007 14 
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chose not to renew their gas marketer contracts. FEI does not anticipate such a large 1 

percentage decrease in future years. 2 

For the purposes of responding to this IR, FEI has used forecasted enrolment figures as per the 3 

forecasting methodology described in response to BCOAPO IR 1.3.1.  Table 1 below shows 4 

FEI’s forecasted Customer Choice participation figures. The table displays forecast information 5 

through to October 31 2018 only, as any projections beyond this time frame would be unreliable 6 

and possibly misleading.   7 

Table 1:  Customer Choice Forecasted Program Participation 8 

Year  

Forecasted 
Active 

Customers  

2016                 30,251  

2017                 27,785  

2018                 21,632  

 9 

For simplicity of presentation of these scenarios, Program costs were held constant, based on 10 

the 2015 actual program expenses of $484,947 presented in the Application.  In the forecasted 11 

scenarios below, the recoveries per marketer appear to be static year to year as the total 12 

marketer recovery required does not change from $484,947.  The forecasted scenarios highlight 13 

the changes to the variable fees from year to year.  Fixed fees do not change, as they are 14 

based on the number of marketers in the program, not customer enrolments. 15 

Table 2 below shows the annual equal fixed fee to marketers for forecasted years 2017 through 16 

2019. The annual fee per marketer in Option 1 does not change year to year as this option is 17 

based on total number of marketers in the Program, not customer enrolments.  18 

Table 2:  Option 1 Equal Fixed Fee per Marketer, Forecast Years 2017 – 2019 19 

 20 

 21 

Tables 3 to 5 below show the proportional fixed fee to marketers for forecasted years 2017 22 

through 2019. In this scenario, the only change is in each marketer’s forecasted number of 23 
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actual customers. These numbers are reduced by proportionally the same amount for each 1 

marketer, therefore each marketer’s percentage of marketer share does not change, and the 2 

proposed recovery amount per marketer does not change year to year.   3 

Table 3:  Option 2 Proportional Fixed Fee per Marketer, 2017 Forecast 4 

 5 
 6 

Table 4:  Option 2 Proportional Fixed Fee per Marketer, 2018 Forecast 7 

 8 
 9 
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Table 5:  Option 2 Proportional Fixed Fee per Marketer, 2019 Forecast 1 

 2 
 3 

Tables 6 to 8 below show the changes to Option 3’s variable fee per customer for forecasted 4 

years 2017 through 2019. With the forecasted reduction in total customer Program participation 5 

from year to year, the sum of the two variable fees per customer are forecast to increase 6 

annually from $16.03 in 2017, to $17.46 in 2018, to $22.42 in 2019.  The area boxed in a red 7 

border shows the changes to the total customer count and the variable fees in each scenario 8 

presented. Again, in this scenario, the proposed recovery amounts for each marketer does not 9 

change year to year as the total marketer recovery amount has remained static for purposes of 10 

this scenario. 11 
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Table 6:  Option 3 Variable Fee per Customer, 2017 Forecast 1 

 2 
 3 
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Table 7:  Option 3 Variable Fee per Customer, 2018 Forecast 1 

 2 
 3 
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Table 8:  Option 3 Variable Fee per Customer, 2019 Forecast 1 

 2 
 3 

Tables 9 to 11 below show the changes to Option 4’s variable fee portion of the combination 4 

fee, for forecasted years 2017 through 2019. With the forecasted reduction in total customer 5 

Program participation from year to year, the sum of the two variable fees per customer are 6 

forecast to increase annually from $9.68 in 2017, to $10.54 in 2018, to $13.54 in 2019. The area 7 

boxed in a red border shows the changes to the total customer count and the variable fees in 8 

each scenario presented. The fixed annual fee would remain static at $24,000 annually per 9 

marketer, as this fee is based on the total fixed marketer allocation which has remained static 10 

for the purposes of this scenario.  As well, the proposed recovery amounts for each marketer 11 

does not change year to year as the total marketer recovery amount has remained static for 12 

purposes of this scenario.    13 
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Table 9:  Option 4 Combination Fee, 2017 Forecast 1 

 2 
 3 
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Table 10:  Option 4 Combination Fee, 2018 Forecast 1 

 2 
 3 
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Table 11:  Option 4 Combination Fee, 2019 Forecast 1 

 2 
 3 

 4 

 5 

  6 

d. What would the 2015 fee structure look like if there were only one 7 

marketer participating in the Customer Choice Program in 2014 actively 8 

marketing and enrolling one customer per month? 9 

  10 
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Response: 1 

If there was only one marketer participating in the Customer Choice program, under each of the 2 

four proposed recovery options, the one marketer would bear the entire cost of the proposed 3 

Gas Marketer allocated recovery, regardless of the number of customers that were being 4 

enrolled.  5 

 6 

 7 

 8 

9. Given Gas Marketers do not have any control over FortisBC contractors; is it fair 9 

for Gas Marketers to pay for the entire “Technology Sustainment” category when 10 

many of the duties stated in 3.1.1.2 could also be categorized as “Infrastructure 11 

Sustainment”? If so, why? FortisBC states that “FEI would no longer incur these 12 

technology sustainment costs in the future if the Program no longer existed” 13 

which can be said about all of the O&M costs. What portion of the work included 14 

in “Technology Sustainment” is required to provide continued access to the 15 

Customer Choice program for all FortisBC customers versus work that arises 16 

from specific Gas Marketers? 17 

  18 

Response: 19 

FEI acknowledges that some Program costs are challenging to categorize and allocate.  The 20 

Company has endeavored to allocate costs fairly and in a way that is consistent with its stated 21 

allocation principles (i.e., the Application, page 12).  FEI maintains that third party vendor work 22 

described as “technology sustainment,” is undertaken solely to sustain the hardware and 23 

software applications specific to the Program, which includes the GEM application and the 24 

systems related to generating the marketer supply requirements (MSR).   If the Customer 25 

Choice Program was dissolved, these costs would cease once necessary steps were taken to 26 

wind down the Program.  27 

Please also refer to the response to BCUC IR 1.6.6 for further information. 28 

 29 

 30 

 31 

10. Given Gas Marketers do not have any control over FortisBC employees or their 32 

compensation; is it fair for Gas Marketers to pay for the entire “Administration” 33 

category when fewer than 40% of duties stated in 3.1.3 relate to interactions with 34 

specific Gas Marketers? If so, why? Has the number of interactions with Gas 35 

Marketers increased or decreased over the past five years? 36 

  37 
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Response: 1 

FEI acknowledges that the number of interactions our administrative staff have had with Gas 2 

Marketers has decreased since 2012, when the Company in-sourced its contact centre 3 

services.  However, this information is not tracked so FEI cannot define the actual reduction of 4 

interactions per year. 5 

The precedent for FEI recovering Program operating related costs from Gas Marketers extends 6 

back to the original launch of Commercial Unbundling in 2004. This principle was set out by the 7 

Commission in Letter No. L-25-03, Appendix A, page 3: 8 

12. Program Cost Recovery 9 

The implementation and maintenance costs will be recovered from customers in those 10 

rate classes that are eligible for the service. Annual operating costs (transactional 11 

related costs) should be recovered, to the extent possible, from marketers. 12 

Terasen Gas shareholders will not be at risk for the costs of implementing and 13 

maintaining the service, or for any assets stranded by unbundling. [emphasis added] 14 

 15 
FEI maintains that irrespective of the number of interactions that administrative staff have with 16 

Gas Marketers, the Administration costs are indeed fixed. Further, these costs would not exist if 17 

the Program was dissolved.  18 

 19 

 20 

 21 

11 Does FortisBC have any statistical evidence on the success of its existing 22 

Customer education spend? Does FortisBC need to continue spending on 23 

Customer education? 24 

  25 

Response: 26 

With the exception of research conducted in 2015 when Customer Choice was launched on 27 

Vancouver Island and Whistler (see FEI response to BCOAPO IR 1.4.1), FEI has not conducted 28 

analysis on the effectiveness of the Customer Education Plan since the years immediately 29 

following the Program’s launch.  Going forward, the Company has recommended adjustments 30 

to the Education Plan as described in the response to BCUC IR 1.9.1. 31 

 32 

 33 

 34 

12 How will Gas Marketers audit FortisBC’s allocated expenditures and annual fee 35 

calculations? What granularity will be provided into FortisBC expenditures? Will 36 

there be a dispute process? If not, why not? 37 
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  1 

Response: 2 

FEI will submit to the Commission, a cost-reconciliation along with its Annual Program Statistics 3 

report each February.  FEI is not anticipating costs to be reported at any greater granularity than 4 

is current practice, being mindful to not increase related Program costs by adding additional 5 

administrative reporting work.  Neither does the Company anticipate a dispute process. 6 

Proposed fee adjustments may be subject to review, including a regulatory review process, to 7 

be initiated at the discretion of the Commission. 8 

For further discussion on this matter, please refer to the response to BCUC IR 1.14.1. 9 

 10 

 11 

 12 

13 FortisBC’s Basic, Delivery and Storage & Transport charges vary by customer 13 

size and rate class. Has FortisBC considered a volumetric based model for 14 

Customer Choice Program cost recovery? Please explain in detail why or why 15 

not. Has FortisBC considered a rate class based model for Customer Choice 16 

Program cost recovery (i.e. differing charges for Rate 1, Rate 2 & Rate 3)? 17 

Please explain in detail why or why not. 18 

  19 

Response: 20 

A volumetric model for Customer Choice Program cost recovery is presented in Table 1 below. 21 

The table presents a modified version of FEI’s recommended cost allocation alternative , Option 22 

4 – Combination Fee. Instead of using the number of each retailer’s enrolled customers to 23 

prorate variable fees, FEI has used the actual annual Gas Marketer GJ volumes for 2015, as 24 

per the Marketer Supply Requirement (MSR) reports. 25 

FEI is not considering a rate class based model for Customer Choice Program cost recovery.  A 26 

rate class based model is contrary to the principles of cost causation and administrative 27 

simplicity, which was a key focus when the Program was designed in consultation with Gas 28 

Marketers.  FEI believes that a volumetric based model that also accounts for rate class will 29 

increase program administration costs.  30 
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Table 1:  Volumetric Model for Customer Choice Program cost recovery 1 

 2 

 3 
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