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1. Reference: Exhibit B-2, Page 5 1 

 2 

1.1 Did the new positions in Trail also result in increases or decreases to the staff 3 

compensation, or were the positions primarily lateral development opportunities?   4 

  5 

Response: 6 

The role of Billing Analyst is at a higher salary group in the Collective Agreement than the role of 7 

Customer Service Representative. Placement within the salary range is dependent on the 8 

successful incumbent’s current wage and salary group. In this case, the successful incumbents 9 

to the Billing Analyst roles received a wage increase. While the role of Billing Leader is also at a 10 

higher salary group than the Customer Service Representatives, the filling of that role did not 11 

result in a wage increase as the successful incumbent was already earning a higher wage rate 12 

than that associated with the role. 13 

 14 

 15 

 16 

1.2 Are the forecast savings expected to be sustained through the PBR process?  17 

Please explain.  18 

  19 

Response: 20 

Yes, these savings are expected to be sustained through the PBR term.  Efficiencies in the work 21 

were identified that resulted in a permanent reduction in work volumes. 22 

  23 
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2. Reference: Exhibit B-2, Page 5 1 

 2 

2.1 Please confirm that although no O&M savings are anticipated from this initiative 3 

at the present time, it can be expected to provide long term efficiencies in the 4 

company training programs.  5 

  6 

Response: 7 

The Company does not expect any O&M savings at any point as a result of this initiative. This 8 

initiative provides departments with tools to more effectively evaluate training and competency 9 

requirements for individuals in their groups. One of the possible outcomes of this evaluation is 10 

an increased requirement for competencies and subsequent training identified through 11 

regulatory, business or technological change. Over the long term, this initiative allows the 12 

Company to address these types of changes more efficiently. 13 

  14 
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3. Reference: Exhibit B-2, Page 6 1 

 2 

3.1 How much of the $3.142 million above formula is attributable to the highway 3 

widening?  4 

  5 

Response: 6 

As noted in the response to BCUC IR 1.5.1, the 2016 Projected expenditures on the Highway 7 

97 Widening project are $2.967 million.  While it is not possible to state definitively which 8 

expenditures are above formula, the expenditure on this project is one of the major capital cost 9 

pressures causing FBC to project that capital expenditures will be above the formula in 2016. 10 

 11 

 12 

 13 

3.2 What were the total costs to FBC associated with the highway widening? 14 

  15 

Response: 16 

Please refer to the response to BCUC IR 1.5.1. 17 

 18 

 19 

 20 

3.3 Does the province provide any compensation for costs associated with the 21 

highway widening? 22 

  23 

Response: 24 

Please refer to the response to BCUC IR 1.5.1.  25 

 26 

 27 

 28 
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3.3.1 If so, how much does FBC expect to receive from the province, and 1 

when will these monies be received? 2 

  3 

Response: 4 

Please refer to the response to BCUC IR 1.5.1.. 5 

 6 

 7 

 8 

3.4 Does FBC project capital expenditures to exceed the deadband threshold?  9 

Please explain. 10 

  11 

Response: 12 

Based on the current 2016 Projection, the Company is expecting to be above the PBR capital 13 

formula, but is not expecting to exceed the capital dead band threshold. 14 

  15 
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4. Reference: Exhibit B-2, Pages 14 and 15 1 

 2 

4.1 Please explain the difference between the ‘RCR’ savings and the Residential 3 

‘Rate-Driven’ savings. 4 

  5 

Response: 6 

The Residential Conservation Rate (RCR) savings are savings arising from the introduction of 7 

FBC’s two-tiered Residential Conservation Rate, and reflects the reduced energy consumption 8 

of residential customers compared to the previous flat rate.  This differs from Rate-Driven 9 

savings which are savings that account for the price elasticity of customers in response to 10 

general rate increases.  11 

 12 

 13 

 14 

4.2 Please explain the positive value in the AMI residential column. 15 

  16 

Response: 17 

AMI has a positive value in the residential column due to a forecast increase in billable load. 18 

This increase in billable load is due to the reduction of electricity theft and recovered sales 19 
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attributable to FBC’s AMI-enabled Revenue Protection program, and is consistent with the 1 

model provided as part of the AMI CPCN application.    2 

 3 

 4 

 5 

4.3 Why are there no savings attributable to Commercial or other rate classes as a 6 

result of AMI? 7 

  8 

Response: 9 

No savings were attributed to Commercial or other rate classes due to AMI since the increased 10 

load was based on reduced electricity theft.  FBC has found almost no electricity theft in non-11 

residential rate classes. 12 

 13 

 14 

 15 

4.4 Is the Customer Information Portal (CIP) dependent upon the AMI technology, 16 

such that CIP savings might also be attributable to the AMI program?  17 

  18 

Response: 19 

CIP savings are based partly on making more granular AMI consumption information available 20 

to customers. 21 

However, CIP savings are also derived from making existing consumption data more accessible 22 

to customers through the enhanced, mobile-friendly secure portal that is available to customers. 23 

 24 

 25 

 26 

4.5 Why are there no CIP savings for the non-residential rate classes?  27 

  28 

Response: 29 

FBC does not have good studies or data available from which to estimate CIP savings from 30 

non-residential rate classes. 31 

 32 

 33 

 34 
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4.6 Please provide similar table for the previous 5 years. 1 

  2 

Response: 3 

The requested tables are provided below.  4 

2016S DSM and Other Savings 5 

 6 

 7 

2015 DSM and Other Savings 8 

 9 

 10 

Line

No. Description DSM AMI CIP RCR Total

1 Residential (3)           4            (4)           (1)           (4)           

2 Commercial (5)           (1)           (6)           

3 Wholesale (1)           (1)           (2)           

4 Industrial (1)           (1)           

5 Lighting (1)           (1)           

6 Irrigation

7 Net (11)         4            (4)           (3)           (14)         

8 Losses (1)           (3)           (4)           

9 Gross Load (12)         1            (4)           (3)           (18)         

Rate-

Driven

Line

No. Description DSM AMI CIP RCR Total

1 Residential (6)           4            (4)           (2)           (8)           

2 Commercial (6)           (1)           (7)           

3 Wholesale (1)           (1)           

4 Industrial (1)           (1)           (2)           

5 Lighting -         

6 Irrigation

7 Net (12)         4            (4)           (5)           (17)         

8 Losses (1)           (2)           (3)           

9 Gross Load (13)         2            (4)           (5)           (20)         

Rate-

Driven
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2014 DSM and Other Savings  1 

 2 

 3 

2013 DSM and Other Savings 4 

 5 

 6 

2012 DSM and Other Savings  7 

 8 

  9 

Line

No. Description DSM AMI CIP RCR Total

1 Residential (8)           3            (14)         (2)           (22)         

2 Commercial (5)           (1)           (6)           

3 Wholesale (1)           (1)           

4 Industrial (1)           (1)           (2)           

5 Lighting -         

6 Irrigation

7 Net (14)         3            (14)         (5)           (30)         

8 Losses (1)           (2)           -         -         (3)           

9 Gross Load (15)         1            (14)         (5)           (33)         

Rate-

Driven

Line

No. Description DSM AMI CIP RCR Total

1 Residential (15)         2            (14)         (27)         

2 Commercial (10)         (10)         

3 Wholesale -         

4 Industrial (3)           (3)           

5 Lighting -         

6 Irrigation

7 Net (28)         2            -         (14)         -         (40)         

8 Losses (2)           (3)           -         -         -         (5)           

9 Gross Load (30)         (1)           -         (14)         -         (45)         

Rate-

Driven

Line

No. Description DSM AMI CIP RCR Total

1 Residential (12)         (8)           (20)         

2 Commercial (17)         (17)         

3 Wholesale -         

4 Industrial (1)           (1)           

5 Lighting -         

6 Irrigation

7 Net (30)         -         -         (8)           -         (38)         

8 Losses (2)           -         -         -         -         (2)           

9 Gross Load (32)         -         -         (8)           -         (40)         

Rate-

Driven
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5. Reference: Exhibit B-2, Page 27 and Appendix A-2, Page 10 (Customer Count 1 

Variance) and Page 11 (Load Variance) 2 

 3 

 4 
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 1 

5.1 Are the recent Residential Load variances of 7.6% and 8.2% primarily 2 

attributable to the variances in the UPC?  Please explain why or why not.  3 

  4 

Response: 5 

The residential load is forecast by multiplying the UPC by the average annual customer count. 6 

The customer counts in 2014 and 2015 were close to forecast so the variances in load in 2014 7 

and 2015 of 7.6% and 8.2% are primarily attributed to variances in the UPC. 8 

However FBC cannot definitively explain any change in residential UPC in a given year as it is a 9 

result of many factors that may be both compounding and offsetting. For example, additional 10 

conservation due to RCR might have reduced the load but this may have been offset by an 11 

increase in the number of appliances used in a home. 12 

FBC believes the current approach of calculating the three year average of historical UPCs as a 13 

proxy for the future before-savings UPC is appropriate at this time. By averaging the most 14 

recent data, annual fluctuations can be minimized and smoothed out. A smoothing technique 15 

such as averaging is a common and well established practice to minimize year-over-year 16 

fluctuations. 17 

 18 

 19 

 20 

5.2 Please provide FBC’s views on what factors contributed to the significant decline 21 

in Residential UPC in 2014 and 2015 from that in 2013 and earlier; is this related 22 

to the integration of the City of Kelowna? 23 

  24 

Response: 25 

The integration of the City of Kelowna in March 2013 did contribute to the reduction in 26 

residential UPC, as explained in the response to BCUC IR 1.9.3.1.  2014 is the first full year in 27 
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which former customers of the City of Kelowna are fully reflected in FBC’s load data by 1 

customer class.  2 

However, FBC cannot definitively explain the 2014 and 2015 decreases in residential UPC as 3 

explained in the response to CEC IR 1.5.1. 4 

 5 

 6 

 7 

5.3 Does FBC expect factors affecting load variance to continue being an influence 8 

into 2017?  Please explain why or why not. 9 

  10 

Response: 11 

FBC expects that its load will continue to be influenced by many factors that may have affected 12 

load variances in the past, including customer behavior, economic activity, government policies, 13 

new technology, etc..      14 

 15 

 16 

 17 

5.3.1 If yes, does the inclusion of the 2013 figure in the average calculation of 18 

the UPC for the 2016 seed year likely result in an overestimation of 19 

UPC for the 2016 seed year and 2017 forecast?  Please explain why or 20 

why not.  21 

  22 

Response: 23 

FBC cannot definitively explain the increase of approximately 0.6 percent in residential UPC 24 

from 12.41 MWh in 2012 to 12.48 MWh in 2013. Any change in residential UPC in a given year 25 

is a result of many factors that may be both compounding and offsetting.  26 

For any given year, input data will exhibit some degree of variability. FBC believes the current 27 

approach of calculating the three year moving average of historical UPCs as a proxy for the 28 

future before-savings UPC is appropriate. By averaging the most recent data, annual 29 

fluctuations can be minimized and smoothed out. A smoothing technique such as averaging is a 30 

common and well established practice to minimize year over year fluctuations. Additionally FBC 31 

does not believe it is appropriate or possible to speculate on which recent years may or may not 32 

be significant. As a result FBC does not believe there is any reason to conclude that the 33 

inclusion of the 2013 UPC will result in an overestimate of the 2016 Seed and 2017 Forecast.  34 

 35 

 36 
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 1 

5.3.2 If yes, please provide FBC’s views as to whether or not it might be 2 

appropriate to exclude the 2013 year from the average UPC calculation.  3 

  4 

Response: 5 

Please refer to the response CEC IR 1.5.3.1. 6 

 7 

 8 

 9 

5.4 Please provide the calculation for the UPC for the 2016 seed year and 2017 10 

forecast using only 2014 and 2015 figures.  11 

  12 

Response: 13 

FBC tested the 2013, 2014 and 2015 normalized after savings residential UPC values for the 14 

presence of outliers and none were found.  As a result, FBC does not believe that it is 15 

appropriate to exclude any historical data points (such as 2013 as requested in the question) 16 

from the forecast method. Nevertheless, FBC has provided a response to the question below. 17 

The After-Savings UPC values calculated using only data from 2014 and 2015 would be 11.42 18 

MWh in 2016S and 11.37 MWh in 2017F, compared to 11.76 MWh for 2016S and 11.71 MWh 19 

for 2017F as found in Figure 3-2 of the Application.  20 

The calculations for these 2016S and 2017F After-Savings UPCs are shown below.  21 

2016S and 2017F Before-Savings UPC = (2015 UPC + 2014 UPC)/2 22 

 = (11.51 MWh +11.41 MWh)/2 = 11.46 MWh 23 

2016S Before-Savings Load = Before-Savings UPC * Average customer count 24 

(2015 and 2016) 25 

 = 11.46 MWh * 114,623 = 1,313,580 MWh 26 

2016S After-Savings Load = 2016 Before-Savings Load - 2016 DSM and Other 27 

Savings   28 

 = 1,313,580 MWh - 4,221 MWh  = 1,309,359 MWh 29 

2016S after-Savings UPC = 2016S After-Savings Load /Average customer 30 

count (2015 and 2016)  31 

 = 1,309,359 MWh/114,623 = 11.42 MWh  32 

2017F Before-Savings Load  = Before-Savings UPC * Average customer count 33 

(2016 and 2017) 34 

 = 11.46 MWh * 115,555 = 1,324,260 MWh 35 
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2017F After-Savings Load  = 2017 Before-Savings Load - 2017 DSM and Other 1 

Savings   2 

 = 1,324,260 MWh – 10,620 MWh = 1,313,640 MWh 3 

2017F After-Savings UPC  = 2017F After-Savings Load /Average customer 4 

count (2016 and 2017)  5 

 = 1,313,640 MWh/115,555 = 11.37 MWh  6 

 7 

 8 

 9 

5.5 Please confirm that the slight decline in UPC from the 2016S (11.76) to the 10 

2017F (11.71) is likely a random variance and if not, please explain.  11 

  12 

Response: 13 

The decline in the after-savings UPC from 2016S to 2017F is due to increased DSM and other 14 

savings in 2017. Consistent with past practice, the before-savings forecast is assumed to be 15 

unchanged in 2017, compared to 2016. The table below shows the before and after-savings 16 

UPC values and the effect of DSM and Other savings on the UPC.  17 

Before and After-Savings UPC (MWh)  18 

 19 

 20 

2016S 11.80                      (0.04)                          11.76                       

2017F 11.80                      (0.09)                          11.71                       

Before Savings 

UPC

DSM and Other 

Savings

After-Savings 

UPC



FortisBC Inc. (FBC or the Company) 

Multi-Year Performance Based Ratemaking Plan for 2014 through 2019  

Annual Review for 2017 Rates (the Application) 

Submission Date: 

September 28, 2016 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 1 

Page 14 

 

6. Reference:   Exhibit B-2, Page 19 and Appendix A-2, Page 8, Page 10 (Customer 1 

Count Variance) and Page 11 (Load Variance)  2 

3 

 4 

 5 

 6 
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1 

 2 

6.1 To what does FBC attribute the Commercial customer count variance of 4.3% 3 

and 3.0% in 2014 and 2015 respectively? 4 

  5 

Response: 6 

FBC is not able to pinpoint the specific causes of customer count changes up or down from year 7 

to year. Economic activity, population growth and employment rates are likely factors acting to 8 

increase the commercial customer count. However, the wide range of commercial sectors 9 

represented by customers in the commercial class could be influenced in many different ways 10 

and by a broad range of factors.  11 

  12 

 13 

 14 

6.1.1 Would FBC expect these factors to continue to exist in 2016 seed and 15 

2017 forecast?  Please explain why or why not. 16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.6.1. 19 
 20 

 21 

 22 

6.1.1.1 If yes, would it be reasonable for FBC to adjust its forecast to 23 

reflect these factors?  Please explain why or why not.  24 

  25 

Response: 26 

Please refer to the response to CEC IR 1.6.1. 27 
 28 

 29 
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 1 

6.1.1.2 If yes, please provide FBC’s view of what an appropriate 2 

adjustment might be to the customer count figure.  3 

  4 

Response: 5 

Please refer to the response to CEC IR 1.6.1. 6 
 7 

 8 

 9 

6.2 Does FBC calculate a Normalized After Savings UPC for the Commercial class?  10 

  11 

Response: 12 

FBC does not forecast commercial UPC directly.  FBC forecasts residential UPC and customer 13 

count directly in order to calculate residential load (UPC times customer count), but does not 14 

forecast commercial load in the same way.  As stated in Appendix A-3, FBC determines the 15 

commercial load and the commercial customer count directly, using a regression of historical 16 

load on GDP. Although not used for forecasting load, commercial UPC can be calculated as a 17 

result of the forecasts as commercial load divided by commercial customer count.   18 

 19 

 20 

 21 

6.2.1  If so, please provide. 22 

  23 

Response: 24 

Commercial After-Savings UPC is provided below. As explained in Appendix A3 at page 3, the 25 

commercial class is not statistically sensitive to weather, therefore the UPC is actual and not 26 

normalized. 27 

After-Savings Commercial Use Per Customer 28 

 29 

 30 

 31 

 32 

 33 

6.2.2 If no, why not? 34 
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  1 

Response: 2 

Please refer to the response to  CEC IR 1.6.2. 3 

 4 

 5 

 6 

6.3 To what does FBC attribute the Commercial load variances of 6.1% and 5.3% in 7 

2014 and 2105 respectively?  Please explain and provide quantification where 8 

possible.  9 

  10 

Response: 11 

FBC is not able to pinpoint the causes of commercial load variances from forecast from year to 12 

year. Economic conditions, population growth and employment rate are among the factors 13 

acting to increase the commercial load. However, the range of commercial sectors that 14 

comprise the mix of customers in the commercial load class could be influenced in different 15 

ways by a broad range of factors.  16 

 17 

 18 

 19 

6.4 Does FBC expect these factors to continue in 2016 and 2017, such that the 20 

current forecast may be too low?  Please explain.  21 

  22 

Response: 23 

Please refer to the response to CEC IR 1.6.3. 24 

 25 

 26 

 27 

6.5 If so, would it be reasonable for FBC to adjust its forecast to reflect these 28 

factors?  Please explain why or why not. 29 

  30 

Response: 31 

Please refer to the response to CEC IR 1.6.3. 32 

 33 

 34 
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 1 

6.5.1 If yes, please provide FBC’s view of what an appropriate adjustment 2 

might be to the load forecast.  3 

  4 

Response: 5 

Please refer to the response to CEC IR 1.6.3. 6 

  7 
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7. Reference:   Exhibit B-2, Page 20; Appendix A-3, Page 4 and Appendix A-2, Page 1 

11 (Load Variance) 2 

 3 

 4 

7.1 The Wholesale Load forecast has been consistently high by between 2.2% and 5 

3.4% for the last six years.  Does FBC believe it would be reasonable to adjust 6 
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the Wholesale Load Forecast by 3% to account for this tendency?  Please 1 

explain why or why not.  2 

  3 

Response: 4 

FBC does not believe it would be reasonable to adjust the wholesale load by 3%. FBC relies on 5 

survey information from each individual wholesale customer for the wholesale forecast.  FBC 6 

believes the wholesale customers are best able to forecast their load based on their knowledge 7 

of their customer mix, load behaviors, development projects with associated energy 8 

requirements, etc. 9 

  10 
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8. Reference:   Exhibit B-2, Page 20 and Appendix A-2, Pages 7 and 11 1 

 2 

 3 

8.1 What has been FBC’s response rate for the last 5 years from its surveys? 4 

  5 

Response: 6 

FBC’s industrial survey response rate for the revenue requirement applications from 2011 to 7 

2016 are shown below. Included in the table is the percentage of FBC customers who 8 

responded and their approximate portion of the industrial load. 2012 and 2013 were filed as one 9 

application so the response rate represents both of those years. An e-mail based survey was 10 

implemented for the 2014 load forecast, which improved the customer response rate.  11 
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Industrial Survey Response Rate 1 

 2 

 3 

 4 

 5 

8.2 The Industrial Load Variances were significant between 2010 and 2014, and 6 

much lower in 2014 and 2015.  Did FBC make changes to its forecasting 7 

procedures during this time or was the reduction in variance primarily a result of 8 

the stability in customer count?  9 

  10 

Response: 11 

FBC has not changed its forecasting method. However, beginning with the 2014 forecast FBC 12 

began conducting its industrial load survey by way of e-mail.  This increased the number of 13 

returned industrial surveys as shown in the table in response to CEC IR 1.8.2 above. FBC 14 

believes this higher response rate contributed to the decreased industrial load variance. 15 

 16 

 17 

 18 

8.2.1 If FBC made changes to the its forecasting methods, please explain the 19 

changes that FBC undertook to reduce the variance in its industrial load 20 

forecasting. 21 

  22 

Response: 23 

Please refer to the response to CEC IR 1.8.2. 24 

 25 

 26 

 27 

8.2.2 Does FBC undertake any efforts to maximize its survey response rate?  28 

Please explain.  29 

  30 

Response: 31 

Yes, FBC undertakes efforts to try to maximize the survey response rate. If a customer does not 32 

respond to the survey, FBC sends a reminder e-mail to the customer on a weekly basis. If the 33 

2011 2012/2013 2014 2015 2016

Response Rate (%) 61% 39% 72% 85% 86%

Percentage of Load (%) 79% 34% 79% 91% 91%
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customer still does not respond, FBC will call the contact person on the survey and try to get 1 

them to respond. As noted in the response to CEC IR 1.8.2, FBC implemented an e-mail based 2 

survey for its 2014 forecast that increased the survey response rate.  3 

  4 
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9. Reference:   Exhibit B-2, Page 23 1 

 2 

9.1 Are there other ways in which the AMI program will reduce system losses other 3 

than through theft reduction?  If so, please explain and provide quantification if 4 

possible.  5 

  6 

Response: 7 

In FBC’s AMI CPCN Application, FBC identified two possible future loss reduction benefits 8 

supported by the implementation of AMI: distribution loss reduction, and conservation voltage 9 

reduction (CVR) through smart grid volt/var optimization (VVO).   10 

Distribution loss reduction involves a specific project for technical loss reduction where a 11 

cost/benefit analysis demonstrates a clear benefit to customers.  CVR with smart grid VVO 12 

involves the use of field devices (capacitor banks, voltage regulation transformers, 13 

feeder/transformer/customer meters) to optimize energy conservation and reduce demand on 14 

the distribution system using real-time information. 15 

FBC is presently unable to estimate the potential distribution loss reductions that might be 16 

realized through explicit loss reduction project(s) as the Company is still working towards using 17 

the AMI system to accurately quantify system losses at a level that is sufficiently granular to 18 

determine whether a specific distribution loss project would be cost effective.   19 
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With respect to power grid voltage optimization, an FBC study was performed by PCS UtiliData 1 

to determine the costs and benefits of CVR, including CVR with VVO.  This study was included 2 

as part of the AMI CPCN Application (Appendix C-3).  The study found that FBC could 3 

potentially conserve approximately 50,000 MWhs per year by implementing a Smart Grid VVO 4 

system on the entire distribution network. Any such implementation of CVR would be the subject 5 

of a future application to the Commission. 6 

  7 
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10. Reference: Exhibit B-2, Pages 23 and 24 1 

 2 

10.1 Please explain and provide the calculations/evidence for the ‘Incremental AMI’ 3 

impact.  4 

  5 

Response: 6 

Please refer to the response to BCSEA IR 1.5.5 for a discussion of the calculations/evidence for 7 
the ‘Incremental AMI’ impact.  The cumulative nature of the ‘incremental AMI impact’ is 8 
discussed in the response to BCOAPO IR 1.7.1. 9 
 10 

 11 

 12 

10.2 Please confirm that the Normalized Actual losses for 2015 of 272.4 include the 13 

AMI Impact of 2.4GWh, such that otherwise the losses would have been 274.8 or 14 

7.97% of gross load. 15 

  16 

Response: 17 

Yes, the 2.4 GWh of losses attributed to AMI in 2015 is included in the total losses of 272.4 18 

GWh.  19 
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 1 

 2 

 3 

10.2.1 If not confirmed, please explain why not and provide the appropriate 4 

calculation of the losses before and after AMI.  5 

  6 

Response: 7 

Please refer to the response to CEC IR 1.10.2. 8 

  9 
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11. Reference: Exhibit B-2, Page 25 1 

 2 

11.1 Please provide FBC’s views on the appropriateness of using a weighted average 3 

for its peak demand forecast, such that more recent years have a greater 4 

weighting than earlier years in order to reflect recent trends related to peak 5 

usage.  6 

  7 

Response: 8 

Since there is no statistically significant trend in the 10 year actual peak values, it is prudent to 9 

base the peak forecast on a simple 10 year average to avoid placing too much reliance on the 10 

continuation of recent weather patterns.  11 

FBC notes that Figure 3-10 in the Application shows normalized peak values, whereas the 12 

forecast method uses actual winter peak values.  A chart showing the 10-year actual winter 13 

peak and the R squared value for the trend over 10 years follows. 14 
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 1 

The plot above demonstrates that a statistically significant trend does not exist (R2 = 38%). As a 2 

result, a trending method would not be appropriate and an averaging method should be used. 3 

This is consistent with the current practice. 4 

A weighted average method would put more weight on recent weather patterns; however, there 5 

is no significant trend as noted above and FBC cannot predict if recent patterns are likely to 6 

continue.  The following chart shows the same actual winter peak data above, but shown in 7 

groups of two and four years to demonstrate why a weighted average would not be an 8 

appropriate technique in this instance. 9 
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 1 

The average peak for the years 2008-2011 was 724 MW. This is significantly higher than the 2 

average peak from the most recent four years, which was 649 MW. A weighted average method 3 

that placed more emphasis on recent years could potentially underestimate the peak.  4 

Note that the 10 year average is further escalated by the gross load growth to account for the 5 

growth in demand on the FBC system, resulting in the forecast values, shown in Figure 3-10. 6 

 7 

 8 

 9 

11.2 Please confirm that the Kelowna data is included for all years either as wholesale 10 

or other rate class demand.  11 

  12 

Response: 13 

Confirmed.  The peak demand shown is FBC’s system peak and was not impacted by the 14 

Company’s acquisition of the City of Kelowna’s electric utility customers and load. 15 

 16 

 17 

 18 

11.3 Please explain the increasing summer peak demand and the decrease in winter 19 

peak demand.  20 
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  1 

Response: 2 

Peak demand is influenced by many factors including customer behavior, new technologies, 3 

economic conditions, etc.  Therefore, FBC is unable to pinpoint the exact source of the 4 

decrease/increase in peak demand year over year.  However, FBC believes that air-conditioning 5 

load is likely increasing in the summer, while lighting and space heating load is likely decreasing 6 

in the winter. 7 

  8 
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12. Reference:   Exhibit B-2, Page 27 1 

 2 

12.1 Please provide the total increase that is related to the increase in gross load, as 3 

compared to the increases in the contract rates.  4 

  5 

Response: 6 

The Power Purchase Expense increase from Approved 2016 to Forecast 2017 of $4.8 million is 7 

a result of a $0.9 million increase due to a higher gross load, and a $3.8 million increase due to 8 

the higher Brilliant, Waneta Expansion and BC Hydro contract rates. The remaining $0.1 million 9 

increase is due to various other small variances.  10 

The increase in Wheeling Expense of $0.2 million is a result of a $0.1 million increase due to 11 

higher wheeling nominations, and a $0.1 million increase due to the higher wheeling rates.   12 

There was a $0.2 million increase in water fees due to higher water rental fees offset by a $0.2 13 

million reduction due to volume, based on the FBC owned generation in the previous year.  14 

  15 
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13. Reference: Exhibit B-2, Page 28 1 

 2 

13.1 Please confirm that the sale of surplus capacity is not included in the PBR 3 

ratemaking, but is accounted for separately.  4 

  5 

Response: 6 

FBC assumes the reference to “PBR ratemaking” is to costs determined by formula under the 7 

PBR Plan.  FBC confirms that the sale of surplus capacity is forecast on an annual basis and 8 

included in the forecast of Power Purchase Expense, which is outside of the PBR formula for 9 

either O&M or capital. 10 

 11 

 12 

 13 

13.1.1 If not confirmed, please explain how the surplus capacity sales are 14 

accounted for under PBR ratemaking and whether or not the 15 

shareholder receives a benefit from these sales.  16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.13.1.  The shareholder does not receive any benefit 19 

from surplus capacity sales because Power Purchase Expense is trued up to actuals by way of 20 

the Flow-through deferral account. 21 

  22 



FortisBC Inc. (FBC or the Company) 

Multi-Year Performance Based Ratemaking Plan for 2014 through 2019  

Annual Review for 2017 Rates (the Application) 

Submission Date: 

September 28, 2016 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 1 

Page 34 

 

14. Reference:   Exhibit B-2, Pages 29 and 30 1 

 2 

14.1 Please provide an approximation of the reductions due to the warmer than 3 

normal weather and those related to the additional market purchases.   4 

  5 

Response: 6 

As shown in Table 4-2 on page 30 of the Application, FBC’s 2016 gross load and power 7 

purchase expense are projected to be below the 2016 Approved values by 114 GWh and 8 

$5.467 million, respectively. Reduced gross load accounts for approximately a $5.4 million 9 

decrease in power purchase expense, which takes into account all weather and customer 10 

impacts. The incremental market savings resulted in a decrease to power purchase expense of 11 

$1.3 million. This is in addition to the savings embedded in the 2016 Approved power purchase 12 

expense, which included firm market contracts in place, and a $1.0 million reduction to BC 13 

Hydro PPA expense to account for potential real-time market opportunities. Partially offsetting 14 

these reductions are additional costs of $0.8 million due to reduced generator availability, $0.3 15 

million due to changes to the foreign exchange rate on US dollar market contracts, and $0.1 16 

million in other adjustments. 17 

As part of an Evidentiary Update to be filed on or before October 5, 2016, FBC will include an 18 

updated projection of 2016 power purchase expense.  This will include a further $1.0 million 19 

decrease to account for savings from additional market purchases that are not included in the 20 

2016 Projection shown in Table 4-2 above. 21 

  22 
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15. Reference: Exhibit B-2, Page 31 1 

 2 

15.1 Could FBC potentially increase its savings beyond $1.0 million in 2017?   3 

  4 

Response: 5 

Yes, based on an updated forecast since the filing of the Application, FBC now expects that 6 

savings may exceed $1.0 million in 2017.  Actual savings will be higher or lower, primarily 7 

depending on prevailing market conditions.  8 

As part of the Evidentiary Update to be filed on or before October 5, 2016, FBC will include an 9 

updated forecast of 2017 power purchase expense. This will include market activities recently 10 

undertaken in 2016 which result in a further reduction of approximately $0.8 million to forecast 11 

2017 PPE.  Additionally, FBC will increase the 2017 reduction to the forecast BC Hydro PPA 12 

expense from $1.0 million to $2.0 million, to take into account the potential for additional real-13 

time market opportunities. 14 

Any variance in the amount of market savings achieved in PPE are recorded in the Flow-15 

through deferral account and returned to or recovered from customers in the subsequent year. 16 

 17 

 18 

 19 

15.1.1 If so, what activities could FBC undertake to increase its planned 20 

savings beyond $1.0 million in 2017?   21 

  22 
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Response: 1 

FBC is actively pursuing all available opportunities to increase market savings in each year. 2 

Please refer to the response to CEC IR 1.15.1.   3 

 4 

 5 

 6 

15.1.2 If so, please provide an estimate of the maximum savings FBC might be 7 

able to achieve.  8 

  9 

Response: 10 

Please refer to the response to CEC IR 1.15.1.  11 

 12 

 13 

 14 

15.2 If an increase to the savings is possible, would FBC be averse to including these 15 

in its 2017 forecast?  Please explain why or why not.  16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.15.1.   19 

  20 
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16. Reference:   Exhibit B-2, Page 38 1 

 2 

16.1 What is the $0.135 million annual firefighting premium? 3 

  4 

Response: 5 

The $0.135 million annual firefighting premium relates to an agreement for fire response 6 

provided in British Columbia by the Province.  The agreement is between FBC and Her Majesty 7 

the Queen in Right of the Province of British Columbia, as represented by the Minister of 8 

Forests, Lands and Natural Resource Operations.  The term of the current agreement is for 9 

three years from April 1, 2016 to March 31, 2019.  This agreement was initiated in 2004 in 10 

response to the enactment of the Wildfire Act, S.B.C., c.31 and the Wildfire Regulation, B.C. 11 

Reg. 38/2005.  FBC has included this cost within the insurance premiums since the initiation of 12 

the agreement. 13 

 14 

 15 

 16 

16.2 What is the % allocation from FEI, and how was the percentage arrived at? 17 

  18 

Response: 19 

The percent allocation does not come from FEI, but from FBC’s parent company Fortis Inc.  20 

Allocations from Fortis Inc. are calculated differently depending on the type of insurance 21 

coverage.  The two main drivers of insurance premium are Property and Liability insurance.  22 

The allocation for Property insurance is based on reported replacement cost of asset values 23 

insured.  For Liability insurance an allocation model has been developed in consultation with 24 

Fortis Inc.’s insurance broker (AON) using a combination of factors including net revenue, 25 
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territory, customers, operational risk, product line, retention and claims.  Total premiums paid by 1 

FBC make up approximately four percent of the premiums paid by Fortis Inc. 2 

  3 
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17. Reference: Exhibit B-2, Page 38 1 

 2 

17.1 Please confirm that AMI is accounted for outside the PBR ratemaking. 3 

  4 

Response: 5 

FBC assumes the reference to “PBR ratemaking” is to costs determined by formula under the 6 

PBR Plan.  FBC confirms that AMI is tracked outside of the O&M formula under the PBR Plan, 7 

as shown in Table 6-3.  These costs are trued up to actuals in the following years’ Annual 8 

Reviews by way of the Flow-through deferral account. 9 

  10 
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18. Reference: Exhibit B-2, Page 39 1 

 2 

18.1 By how much were the 2013 and 2014 meter reading costs estimates materially 3 

higher than actual? 4 

  5 

Response: 6 

Please refer to the response to BCUC IR 1.10.3. 7 

 8 

 9 

 10 

18.2 Why were the meter reading costs estimates for 2013 and 2014 materially higher 11 

than actual when the company had ongoing experience with manual meter 12 

reading?  13 

  14 

Response: 15 

Please refer to the response to BCUC IR 1.10.3. 16 

  17 
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19. Reference:   Exhibit B-2, Page 44 and Page 92 1 

 2 

19.1 What, if any savings, will be attributable to the adoption of MRS?  Please identify, 3 

quantify and indicate when these savings might accrue.  4 

  5 

Response: 6 

FBC does not anticipate cost savings under the current BC MRS Program and approved 7 
standards. 8 
 9 

 10 

 11 
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19.2 For how long does FBC anticipate O&M costs to continue beyond 2018?  1 

  2 

Response: 3 

MRS compliance is part of the Company’s requirements to operate and maintain the electrical 4 

grid and the costs are expected to continue into the foreseeable future.  The standards will 5 

continually evolve and FBC will continue to evaluate any changes and identify impacts through 6 

future applications to the Commission.  7 

 8 

 9 

 10 

19.3 Please quantify the expected O&M costs known to FBC beyond 2018 by year. 11 

  12 

Response: 13 

Please refer to the response to ICG IR 1.5.1. 14 

  15 
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20. Reference:   Exhibit B-2, Pages 53 and 54 1 

 2 

20.1 What are the “Other Rates” that are expected to increase by 3.75%? 3 

  4 

Response: 5 

“Other Rates” are for those taxes other than general municipal taxes levied under Part 7 of the 6 

Community Charter, school taxes levied under the School Act and provincial rural taxes 7 

(general) under the Taxation (Rural Area) Act.  “Other Rates” are set by taxing authorities such 8 

as regional districts, hospital districts, transit, BC Assessment and the Municipal Finance 9 

Authority.  Taxes in the “Other Rates” category are collected either by municipalities for services 10 

provided on their behalf (e.g., water, sewer, hospitals, transit, etc.) or by the Surveyor of Taxes 11 

for services provided in rural areas (e.g., police, fire, garbage, parks, libraries, hospitals, 12 

recreation and community centres, etc.) 13 

 14 

 15 

 16 

20.2 Why are ‘Other Rates’ expected to exceed the increase level of all the listed 17 

items? 18 

  19 

Response: 20 

The rate of increase in “Other Rates” is expected to exceed the level of the other listed items 21 

based on actual experience with these rates over the past three years.  The most significant 22 

rate increases have been experienced with regional district and fire protection levies. 23 

  24 
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21. Reference:   Exhibit B-2, Pages 106 and 107 1 

 2 

21.1 Does FBC anticipate that it will reach or surpass the AIFR Benchmark in 2017?  3 

Please explain why or why not. 4 

  5 

Response: 6 

The All Injury Frequency Rate (AIFR) has been trending positively and the YTD 2016 three year 7 

rolling average result is approaching benchmark. FBC is working towards achieving the 8 

benchmark of 1.64 in 2017. 9 

Improvements in the AIFR annual results are difficult to predict.  The Company will continue to 10 

reinforce diligence in all worker safety protocols and look for further opportunities for continual 11 

improvement.  12 

 13 

 14 

 15 

21.2 If not, when does FBC anticipate reaching Benchmark for AIFR? 16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.21.1. 19 

  20 
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22. Reference:   Exhibit B-2, Pages 107 and 108 1 

 2 

22.1 Please confirm that the ‘Benchmark’ represents the Commission’s established 3 

target to be achieved rather than a higher bound, and that the ‘Threshold’ 4 

represents the lowest level of performance acceptable before the company may 5 

be assessed for the prospect of penalties rather than an approved ‘Performance 6 

Range’.  7 

  8 

Response: 9 

FBC believes it is helpful to remain consistent with the wording of the relevant Commission 10 

decisions describing the concepts of benchmark and threshold.  In the PBR Decision, p. 149, 11 

the Commission stated:  12 

…the Commission Panel determines that the most effective way to manage SQIs 13 

is to set a satisfactory performance range.  The achievement of performance 14 

metrics that fall within this range is acceptable. …Performance benchmarks 15 

would continue to be determined which would serve as a target only and failure 16 

to reach them would not have consequences.  17 

Thus, the performance benchmarks are a target.  The satisfactory performance range between 18 

the benchmark and the threshold, as outlined in the Consensus Recommendation approved by 19 

the Commission in Order G-14-15, is the range within which performance for the SQI is 20 

satisfactory.  Further, as stated in the Consensus Recommendation approved by the 21 

Commission, performance inferior to a threshold does not necessarily represent a serious 22 

degradation of service or warrant adverse financial consequences for FBC, but is a 23 

circumstance that warrants examination at an Annual Review to determine whether further 24 

action is warranted.  Performance inferior to a threshold is a factor that the Commission may 25 

consider in determining whether there has been a serious degradation of service and whether 26 

adverse financial consequences for FBC are warranted. 27 

 28 

 29 
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 1 

22.1.1 If not confirmed, please explain why not. 2 

  3 

Response: 4 

Please refer to the response to CEC IR 1.22.1. 5 

 6 

 7 

 8 

22.2 When does FBC anticipate reaching Benchmark results for First Contact 9 

Resolution Levels? 10 

  11 

Response: 12 

As reported in the response to MoveUP IR 1.8.1, for the eight month period ending August 31, 13 

2016 FBC achieved a year to date result for First Contact Resolution of 78 percent and FBC 14 

continues to target the First Contact Resolution benchmark level of 78 percent for the entire 15 

year in 2016.  As noted in the Application, the achievement of this result is influenced by several 16 

factors, including the composition of different call drivers. 17 

  18 
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23. Reference:   Exhibit B-2, Page 112 1 

 2 

23.1 To what factors does FBC attribute the increase in the Telephone Abandon Rate 3 

for 2015 and 2016 over historical levels (excluding 2014)? 4 

  5 

Response: 6 

FBC considers the 2015 result to be within a normal range of 2% to 3% and does not have 7 

further insight into the reasons for the increase from prior years.  The abandon rate can vary 8 

depending on the frequency and nature of large outages often caused by storms.  The 2016 9 

result is not a full year result and therefore not comparable to prior years.  As of August 2016, 10 

FBC customers now have the option of selecting a call back instead of waiting on hold to speak 11 

to a CSR.  This feature holds their place in line and calls them back when it is their turn.  FBC 12 

anticipates that this new service will reduce abandoned calls due to waiting times and will 13 

provide a better overall customer experience. 14 

 15 

 16 

 17 

23.2 Please provide customer wait times from 2009 to 2016. 18 

  19 

Response: 20 

FBC has defined “customer wait times” to be the average speed of answer for all calls.  Please 21 

refer to the response to BCUC IR 1.19.1. 22 
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 1 

 2 

 3 

23.3 Does FBC expect the June YTD performance of 3.3% to be sustained to the end 4 

of the year? 5 

  6 

Response: 7 

FBC expects the year end performance to be in the range of 2% to 3%, depending on the 8 

frequency and size of outages in the remainder of 2016.   9 

 10 

 11 

 12 

23.3.1 If not, please explain why and provide FBC’s expected year end 13 

performance.  14 

  15 

Response: 16 

Please refer to the response to CEC IR 1.23.3.   17 

  18 
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24. Reference:   Exhibit B-2, Pages 44 and 45 and Appendix D, Page 1 1 

 2 
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 1 

24.1 Please confirm that the expected costs of the Ruckles Substation Rebuild 2 

Project, as identified in the PBR Decision, was $5.9 million.  3 

  4 

Response: 5 

FBC confirms that the Ruckles Substation Rebuild Project had a preliminary estimate of $5.9 6 

million; however, FBC clarified at that time that the estimate would be subject to further 7 

refinement. 8 

In the 2014-2018 Multi-Year PBR Plan, FBC stated the following: 9 

An options analysis to investigate either rebuilding or relocating the substation is 10 

currently being completed and is expected to form the business case for the 11 

application for a CPCN, expected to be filed in 2015. Expenditures for [the 12 

Ruckles Rebuild Project] have a preliminary estimate of approximately $5.9 13 

million; however the estimated expenditures will be subject to further refinement 14 

as part of the development of an application for a CPCN and the associated 15 

preparation of an AACE Class 3 estimate for the project. 16 

 17 

 18 

 19 

24.1.1 If not confirmed, please provide the estimated costs at the time of the 20 

PBR decision. 21 

  22 

Response: 23 

Please refer to the response to CEC IR 1.24.1. 24 
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 1 

 2 

 3 

24.1.2 If confirmed, please provide a brief explanation for why the costs of the 4 

Ruckles substation rebuild are approximately $2.3 million (or over 33%) 5 

higher than originally anticipated.  6 

  7 

Response: 8 

 9 

The referenced $2.3 million increase from the preliminary estimate of $5.9 million to the current 10 

estimate of $8.2 million is due to the increased level of project definition as the project design, 11 

planning and construction schedule was refined.  12 

As the level of project definition increased, the cost of certain items became better defined. This 13 

includes, but is not limited to, the following: 14 

 The magnitude of the reconfiguration of the transmission and distribution facilities was 15 

higher than expected, resulting in increased line construction costs of $0.120 million;  16 

 The civil construction cost estimate increased due to the construction staging plan, 17 

which was needed to maintain power supply for FBC customers. This resulted in an 18 

increase of $0.150 million; 19 

 The costs of materials have increased due to higher than anticipated quotes from 20 

equipment suppliers, as compared to the preliminary estimate ($1.27 million); 21 

 The engineering effort required has increased due to higher than anticipated complexity 22 

resulting from maintaining energization throughout construction ($0.180 million); and 23 

 The contingency increased as a result of increasing the contingency percentage from 24 

10% to 15%, given that the risk profile of the project is higher than originally anticipated, 25 

and as a result of the estimate to which the contingency percentage is applied being 26 

higher ($0.390 million total). 27 

 28 

 29 

 30 

24.2 Please confirm that the expected costs of the Upper Bonnington Units 1, 2, and 4 31 

refurbishment was $21.0 million at the time of the PBR decision, and was 32 

estimated at approximately $26 million at the time of the FBC Application for 33 
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Approval of Treatment for Major Project Capital Expenditures under the Multi-1 

Year Performance Based Ratemaking Plan for 2014-2019 (March 2016). 2 

  3 

Response: 4 

The expected cost of the refurbishment project was $21.0 million at the time of the PBR 5 

Decision1 and $26.8 at the time of the March 2016 Application for Approval of Treatment for 6 

Major Project Capital Expenditures under the Multi-Year Performance Based Ratemaking Plan 7 

for 2014-2019 (the Major Capital Projects application). 8 

At the time of the PBR Application in 2013, project development was underway.  Therefore the 9 

project scope was not fully defined and was estimated to an AACE Class 5 degree of accuracy.   10 

In addition, at the time of the PBR Application, FBC had identified that certain mechanical 11 

repairs were being made at Unit 3, but that identified body of work did not include the scope of 12 

work that is now included in the UBO Old Units Refurbishment Project business case for Unit 3.  13 

However, the current scope of work for Unit 3 was contemplated at the time of the Major Capital 14 

Projects application.  The Major Capital Projects application described how FBC determined 15 

that refurbishment of Unit 3 was required, as follows: 16 

In early 2013, UBO Unit 3 was dewatered for its annual inspection, which revealed 17 

damage around the lower turbine area as a result of failed supporting concrete, 18 

including a shaft which bent as a result of imbalance and excessive wear. FBC 19 

completed the necessary mechanical repairs to Unit 3 in order to return the unit to 20 

service. Following the Unit 3 failure it was concluded that annual low cost repairs did 21 

not result in improvements to safety and reliability and continued operation of the 22 

other units would likely lead to similar failures. In order to assure continued safe and 23 

reliable operation of these units, refurbishment is required. 24 

The further increase in cost from the preliminary estimate of $26.8 million in the Major Capital 25 

Projects application to the current estimate of $31.8 million is due to the increased level of 26 

project definition.  The main drivers of the increased cost estimate relate to an expanded scope 27 

of work, including: 28 

 The Unit 1 Step-Up Transformer will require replacement; 29 

 The AC/DC station service will require replacement; and 30 

 The current estimate includes a contingency should the as-found condition of the 31 

submerged runners be in worse condition than expected.     32 

                                                
1
  2014-2018 Application for Approval of a Multi-Year Performance-Based Ratemaking Plan for 2014 

through 2018, Order G-139-14, page 164. 
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 1 

 2 

 3 

24.2.1 If not confirmed, please provide the estimate at the time of the PBR 4 

decision. 5 

  6 

Response: 7 

Please refer to the response to CEC IR 1.24.2. 8 

 9 

 10 

 11 

24.2.2 If confirmed, please provide a brief explanation, with quantification 12 

where possible, for why the costs of the Upper Bonnington 13 

refurbishment project are approximately $10 million (or nearly 50%) 14 

higher than originally anticipated and approximately $5 million higher 15 

than anticipated in March of 2016. 16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.24.2.   19 

  20 
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25. Reference:   Exhibit B-2, Appendix C, Ruckles Substation Pages 3 and 15 1 

 2 

25.1 Please confirm that there is urgency with respect to the Ruckles project such that 3 

project deferral is not an appropriate option. 4 

  5 

Response: 6 

FBC confirms that there is urgency with respect to the Ruckles Substation Rebuild Project.  The 7 

Project as proposed will mitigate identified safety, environmental, and reliability risks associated 8 

with flooding, and safety and reliability risks resulting from the arc flash potential, and obsolete 9 

protection, control, and metering equipment.  As such, FBC considers it prudent to execute the 10 

project as proposed and according to the execution schedule included as Appendix C-3 to the 11 

Application.  Similar to Option 1 – Do Nothing, deferral would not mitigate the immediate risks to 12 

safety, to the environment, and to reliability as identified in Section 3.1 of the business case 13 

provided as Appendix C to the Application. 14 
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 1 

 2 

 3 

25.1.1 If not confirmed, did FBC consider project deferral as a possible option?  4 

Please explain why or why not.  5 

  6 

Response: 7 

Please refer to the response to CEC IR 1.25.1. 8 

 9 

 10 

 11 

25.1.2 If not confirmed, please identify for how long FBC could reasonably 12 

defer the project. 13 

  14 

Response: 15 

Please refer to the response to CEC IR 1.25.1. 16 

 17 

 18 

 19 

25.1.2.1 Please identify the savings that could accrue with project 20 

deferral. 21 

  22 

Response: 23 

As explained in the response to CEC IR 1.25.1, FBC does not consider deferral to be an 24 

acceptable option as it would not mitigate the immediate risks to safety, to the environment, and 25 

to reliability.  Further, as noted in the response to BCUC IR 1.21.2, the existing Ruckles 26 

Substation is nearing or past end-of-life for much of the high voltage equipment, and is past end 27 

of life in the case of the obsolete protection, control and metering equipment. As such, rather 28 

than accruing savings, deferral of the project could lead to increased costs associated with 29 

addressing failures or damage resulting from the unmitigated safety, environmental, and 30 

reliability concerns. 31 

 32 

 33 

 34 
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25.1.2.2 Please identify the benefits that would be lost if the project 1 

were deferred. 2 

  3 

Response: 4 

Please refer to the response the CEC IR 1.25.1. 5 

  6 
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26. Reference:   Exhibit B-2, Appendix D, Page 1 1 

 2 

26.1 Please provide an approximation of the additional capital expenditures that would 3 

extend the initial 20-year time frame to 40 years.  4 

  5 

Response: 6 

The additional capital required between the years 2037 and 2057 to extend the productive life of 7 

the four units from the initial 20-year time frame to 40 years is estimated to be approximately 8 

$24.444 million, as stated in Footnote 11, page 26, Appendix D.   9 

 10 

 11 

 12 

26.2 Please identify when, if ever, FBC would expect to seek approval for those 13 

expenditures.  14 

  15 

Response: 16 

As described in the response to CEC IR 1.26.1, an estimated 40 year life span can be achieved 17 

with additional capital investment in future years.  FBC will continue to assess and monitor the 18 

condition of the Old Units to determine the amount of capital investment required to prolong the 19 

life of the Units to 40 years.  Based on the future condition assessment of the components and 20 

the consequence of failure of those components, the additional capital expenditures required 21 

would be prioritized to maximize the Old Units’ life expectancy while minimizing the safety and 22 

environmental risks.    23 
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The timing and type of application under which FBC would seek approval of these expenditures 1 

will be determined prior to commencement and will depend on the circumstances of the 2 

project(s) and regulatory framework in place at the time.  3 

 4 

 5 

 6 

26.3 Please confirm that pursuant to Commission Order G-80-16 FBC is directed to 7 

include information in its business case that specifically addresses the timing of 8 

the four units to be refurbished in terms of need and cost effectiveness.  9 

  10 

Response: 11 

Confirmed. 12 

 13 

 14 

 15 

26.3.1 If not confirmed, please explain why not.  16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.26.3. 19 

 20 

 21 

 22 

26.4 Please identify where explicitly in the Business Case FBC addresses the need 23 

and cost effectiveness of the timing of the four units to be refurbished. 24 

  25 

Response: 26 

Commission Order G-80-16 directs FBC to include information in its business case that 27 

specifically addresses the timing of the four units to be refurbished in terms of need and cost 28 

effectiveness.  FBC has provided this information in its business case for the Upper Bonnington 29 

Old Units Refurbishment Project in Appendix D of the Application.  In particular, please refer to 30 

sections 2.1, 2.2, 2.3, 3.1, 3.2, 3.3, 3.4, 4.2 and 5 of the business case, which provide the 31 

requested details and are summarized as follows:  32 

 Sections 2.1, 2.2 and 2.3 provide details related to the need for refurbishment and why 33 

FBC is prioritizing the project, including assessments demonstrating that the Old Units 34 

are at end of life and are no longer able to continue to operate reliably.  FBC’s 35 
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conclusion that the Old Units are at end of life and must undergo refurbishment is 1 

supported by the third-party engineering reports included in Appendices D-1, D-2 and D-2 

3 to the business case.  3 

 Sections 3.1, 3.2 and 3.3 identify three options and the technical and financial 4 

advantages and disadvantages of each; 5 

 Section 3.4 compares the options and explains why Option 3 – Refurbishment is the 6 

most cost-effective option; 7 

 Section 4.2 provides the timing and priority of construction for each unit; and  8 

 Section 5 provides the costs per unit and the timing of the phased completion and 9 

inclusion into rate base. 10 

 11 

  12 
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27. Reference:   Exhibit B-2, Appendix D, Pages 31 and 32 1 

 2 

27.1 Is FBC able to assign quantification of costs to the above identified risks?  If so, 3 

please provide an estimate of the costs potentially associated with each risk. 4 

  5 

Response:  6 

FBC’s cost estimate for the UBO Project was completed to an AACE Class 4 degree of 7 

accuracy which has an accuracy range of -15%/-30% to +20%/+50%.  A contingency of 15% 8 

was added to the cost estimate to account for risks that may materialize during the Project 9 

execution.    10 

The following is a summary quantification of the risks identified within the preamble to this IR: 11 
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Risk: “An unexpected increase in the delivery times or in the cost of major equipment.”  1 

FBC is unable to predict the potential cost associated with this risk because the cost for 2 

materials can vary with time and will depend on the major equipment that will be affected. 3 

However, one of the biggest variables is the cost of materials used for long delivery items such 4 

as the Step-up Transformer.  The cost for this item can be impacted by the cost of copper, 5 

transformer oil and silicon steel and also market demand. The purchase of the Step-Up 6 

Transformer is planned to occur in 2020 when the refurbishment of Unit 1 will take place. A cost 7 

increase for both silicon steel and copper as well as a tightening of the transformer market could 8 

increase the Step-Up Transformer cost from 15% to 50% which would result in an increase in 9 

project costs of approximately $0.1 million to $0.5 million.  The contingency provided for the 10 

project includes funds to cover up to a 15% increase in Step-Up Transformer costs.   11 

Risk: “Unavailability of labour and materials”  12 

The project plan requires both contractor and internal FBC labour resources to complete the 13 

project.  As described in the Application, the risk of labour unavailability is considered to be low 14 

given the current economic climate, FBC’s established contractor relationships and access to 15 

internal resources.  FBC expects the cost impact of any labour uncertainty will be minimal and 16 

within the project contingency of 15%.  17 

As far as the cost of materials, as described in the Application, FBC believes that the risk of 18 

financial and schedule pressures is low because the likelihood of material lead-times and prices 19 

changing significantly is low given the current economic climate. The risk has been mitigated by 20 

developing preliminary equipment specifications, and obtaining quotations from vendors. FBC 21 

expects that the cost impact of materials delays in material procurement or increased cost of 22 

materials will be minimal and within the project contingency of 15%. 23 

Risk: “Environmental risk associated with changing the oil system of the existing mechanical 24 

governor system” 25 

The cost associated with this risk involves mainly the clean-up of an oil spill inside the plant and 26 

could range between $0.01 million to $0.04 million depending on the amount and location of the 27 

spill. FBC expects that the cost impact associated with this risk will be within the project 28 

contingency of 15%.  29 

Risk: “As-found submerged turbine components may be in worse condition than expected.”  30 

The Company plans to conduct non-destructive testing (NDT) during the project construction 31 

when the units are fully disassembled. Considering the condition of the turbine runners and 32 

previous FBC experience with Unit 3 turbine runners, FBC considers the risk of the 9 turbine 33 

runners being in worse condition than anticipated as moderate.  FBC has mitigated this risk by 34 

including the replacement of two of the turbine runners in the cost estimate at a cost of 35 
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approximately $1.3 million and the refurbishment of the remaining turbines at a cost of 1 

approximately $0.63 million.  FBC expects that any cost variances associated with these 2 

replacement costs will be within the project contingency of 15%. 3 

Risk: “There is a risk that the as-found condition on some components, especially the stator 4 

core, could be in an inoperable conditions on some Units” 5 

As noted in the response to BCUC IR 1.35.2, FBC believes that there is only a low risk that the 6 

generator stator core would be in an inoperable condition and as such has not included an 7 

amount in the estimate for any generator stator replacement cost. FBC will conduct 8 

comprehensive testing of the generator stator of all units in order to make sure that the stator 9 

core condition is such that it warrants at least 20 more years of service life after the stator 10 

winding replacement.  The approximate cost for a generator stator replacement, not including 11 

rewinding, is $0.9 million.  The costs associated with this risk have not been accounted for 12 

within the project contingency of 15%. 13 

 14 
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