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

 2 

1.1 Please confirm that FEI’s statement relating to achieving $50 million in O&M 3 

savings to date includes the Productivity Improvement Factor or $10 million.  4 

  5 

Response: 6 

Confirmed.  The reference to $50 million in O&M savings includes the $37.4 million of Formula 7 

O&M Savings and the $10 million of Productivity Improvement Factor savings. 8 

 9 

 10 

 11 

1.2 If not confirmed, please explain the $50 million in O&M savings.  12 

  13 

Response: 14 

Please refer to the response to CEC IR 1.1.1. 15 

  16 
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2. Reference:  Exhibit B-2, page 5 and 6 1 

 2 

3 

 4 

2.1 Please confirm or otherwise explain that FEI does not anticipate including either 5 

Integrity Digs or Cyber Security as an Exogenous Factors in future Annual 6 

Reviews. 7 

  8 

Response: 9 

Confirmed.  10 

In accordance with the Exogenous Factor criteria outlined in Section 12 of the Application and 11 

based on the current information available, FEI does not anticipate including either Integrity Digs 12 

or Cyber Security as an Exogenous Factor in the next Annual Review. 13 

 14 

 15 

 16 

2.2 Please supply the FEI forecast of integrity digs and five-year history. 17 
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  1 

Response: 2 

Please refer to the response to BCUC IR 1.1.7. 3 

 4 

 5 

 6 

2.3 Please provide FEI’s documentation of its analysis for making choices between 7 

cost and effective protection, as well as FEI’s methodology for measuring 8 

effective protection.  9 

  10 

Response: 11 

In regards to cyber security, FEI uses a standard heat map that considers likelihood and impact 12 

to determine the areas of cyber security risk requiring the most attention. Third parties, such as 13 

Gartner, are consulted to help ensure FEI is considering the appropriate areas in regards to its 14 

cyber security risks, as well as appropriate ratings of likelihood and impact.  15 

To ensure the risk levels determined by FEI are reasonable, both internal and external 16 

assessments are completed.  FEI is currently using the Cybersecurity Capability Maturity Model 17 

(C2M2) program, which incorporates National Institute of Standards and Technology (NIST), 18 

SysAdmin Audit Network and Security (SANS) 20, NERC Critical Infrastructure Protection (CIP) 19 

and International Organization for Standards (ISO) into its assessment design, which helps 20 

ensure an organization’s cyber security is appropriately designed and operated. The C2M2 21 

program also tests organizational design, cyber security protection device design, third-party 22 

support and other components considered required for appropriate overall cyber security.  23 

Annual assessments and tests are completed internally and by third parties to determine if 24 

appropriate levels of cyber security are being maintained based on industry standards. The 25 

assessments and tests also include FEI’s risk registry in regards to cyber security to help 26 

ensure the registry is reasonable and the appropriate amount of effort is being applied to the 27 

right areas in regards to cyber security. These efforts help ensure reasonable expenditures for 28 

cyber security by focusing systems on areas of greatest importance, such as private information 29 

and sensitive data. 30 

  31 
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3. Reference:  Exhibit B-2, page 6 and page 7 and Appendix C-3, page 1 1 

 2 

 3 
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3.1 Please explain why # of Unfilled Vacancies is Not Applicable (N/A) in each year 1 

for Table C-3, when approximately 10 FTEs are required to fill vacancies in 2 

expected call volumes. 3 

  4 

Response: 5 

As outlined on page 3 of Appendix C3, due to the difficulties in determining specifically for all the 6 

job vacancies in a given year how many are related to the different classifications (i.e. O&M, 7 

Capital), or whether in the interim the vacancy was filled by use of a contractor or a consultant, 8 

or by additional overtime (i.e. unpaid or paid) by existing employees, FEI does not forecast for 9 

Unfilled Vacancies overall for the Company as a whole on a FTE or a headcount basis.  10 

For prior years’ actuals, using the approximation methodology described in the Appendix C3 11 

(i.e. estimated vacant days converted to a FTE basis), FEI has provided approximate FTEs for 12 

Unfilled Vacancies (included related to O&M, Capital and Other) for the years 2013 to 2016 (i.e. 13 

Table C3-2).  However, for Table 3-1 which is on headcount basis, FEI did not provide the 14 

equivalent headcount view for Unfilled Vacancies, recognizing the limitations of deriving 15 

headcount information.  As stated in Appendix C3: 16 

Reporting on the classifications requested by headcount and FTEs is inherently 17 

difficult.  An employee, depending upon their job responsibilities, may perform a 18 

number of activities that fall into the different classifications outlined.  For 19 

example, an employee may spend 80% of their time performing O&M activities 20 

with the remaining 20% of their time on capital activities.  On an FTE basis, 0.80 21 

FTE would be reported as O&M and 0.20 FTE reported as Capital.  However, a 22 

headcount cannot be split, so the headcount can be reported as either O&M or 23 

Capital, but not partly O&M and partly Capital.  As a result, the headcount 24 

information provided in Table C3-1 above has been completed in a similar 25 

manner to that reported on a FTE basis in Table C3-2 (i.e. one FTE equals one 26 

headcount).  Where there are differences between the headcount and FTE 27 

information (which are typically caused by vacancies within a given period and 28 

the use of part-time and temporary employees), for the purpose of the 29 

information requested, the differences are reported as part of the Inside Base 30 

O&M classification, recognizing that the Inside Base O&M classification accounts 31 

for the majority of the headcount and FTE at FEI. 32 

 33 

 34 

 35 

3.2 Would FEI expect to reduce FTEs in a future PBR if a future PBR were 36 

approved?  Please explain.  37 

  38 



FortisBC Energy Inc. (FEI or the Company) 

Multi-Year Performance Based Ratemaking Plan for 2014 through 2019 

Annual Review for 2018 Rates 

Submission Date: 

September 26, 2017 

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

Page 6 

 

Response: 1 

FEI cannot speculate on whether it would expect to reduce FTEs in a future PBR if a future PBR 2 

were approved.       3 

  4 
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4. Reference:  Exhibit B-2, page 8 1 

 2 

4.1 Over how many years does FEI anticipate Project Blue Pencil savings to 3 

continue?  Please explain and provide any quantification of the savings that FEI 4 

has available.  5 

  6 

Response: 7 

FEI expects the Project Blue Pencil savings to continue into the foreseeable future as 8 

sustainable savings.  Quantification of the savings was described in Table C2-3 Project Blue 9 

Pencil in Appendix C2 of the Annual Review of 2018 Rates Application as follows: 10 

 11 
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Additionally, Tables C3-1 Headcount and C3-2 FTE of Appendix C3 of the Annual Review of 1 

2018 Rates Application show that the Blue Pencil Project reduced the FTE and Headcount by 2 

approximately 10 in 2015. 3 

  4 
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5. Reference:  Exhibit B-2, page 8 and page 9 1 

 2 

5.1 Please elaborate on ‘dedicated support resources’ rather than a distributed 3 

support service. 4 

  5 

Response: 6 

“Dedicated support resources” refers to Compugen resources that are dedicated and onsite at 7 

FEI’s office locations to support the FEI account.  This improves service quality and first call 8 

resolution due to the consistency and familiarity of the dedicated Compugen resources with 9 

FEI’s systems and employees.  10 

Compugen was able to provide this service model at a lower cost than the previous contract, 11 

which did not have dedicated support resources and instead drew from a broader resource 12 

support pool. 13 

 14 

 15 

 16 

5.2 Please elaborate on the savings that were achieved ‘through efficiencies’ and 17 

why these were not subject to sharing with Compugen. 18 

  19 
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Response: 1 

The sentence in the Application which says “The savings in 2016 were achieved through 2 

efficiencies, and so were not subject to sharing with Compugen”, should have read “The savings 3 

in 2016 were not due to a permanent reduction in Compugen’s costs to support FEI, and so 4 

were not subject to sharing with Compugen”. 5 

The $200 thousand savings in 2016 was due to a full year of the lower cost Compugen contract 6 

as compared to 2015.    7 

There have been no savings realized to date that have been subject to sharing with Compugen. 8 

The initial annual reduction of $2 million was included in the contract and not subject to sharing 9 

with Compugen. 10 

  11 
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6. Reference:  Exhibit B-2, page 9 1 

 2 

6.1 Do the savings on $0.05 million include savings related to FTE’s?  Please explain 3 

and quantify if so. 4 

  5 

Response: 6 

Yes, the $0.050 million savings relate to approximately 1 FTE in 2017.   7 

 8 

 9 

 10 

6.2 Does FEI anticipate additional savings beyond 2017 as a result of the OSA 11 

initiative?   12 

  13 

Response: 14 

Yes, the annual sustainable savings of $0.050 million attributable to the OSA initiative will 15 

continue beyond 2017.  To the extent that customer adoption rates increase and future 16 

enhancements of the tool provide further automation of the process, additional incremental 17 

sustainable savings may occur.   18 

 19 

 20 

 21 

6.3 If yes, please provide quantification of anticipated savings for the next 5 years 22 

and identify whether these are related to FTEs. 23 

  24 
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Response: 1 

Please refer to the response to CEC IR 1.6.2.  The anticipated savings are approximately 2 

$0.050 million per year, for a total of $0.250 million over the five year period, which equates to 3 

approximately 1 FTE per year.  4 
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7. Reference:  Exhibit B-2, page 9 1 

 2 

7.1 Is the integration of the common SAP platform for Supply Chain dependent upon 3 

Commission approval of the Supply Chain application currently before the 4 

Commission?  Please explain.  5 

  6 

Response: 7 

No. The Supply Chain application currently before the Commission is Project No. 3698901 “BC 8 

Hydro Supply Chain Applications Project”.  FEI’s SAP Integration project is not dependent on 9 

BC Hydro’s Supply Chain Applications Project.  10 

  11 
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8. Reference:  Exhibit B-2. Page 26 and page 27 1 

 2 

 3 

8.1 Please provide all the Prior Year Forecast numbers in Figure 3-1, and place the 4 

green band on the chart accordingly. 5 

  6 
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Response: 1 

The requested  chart is provided below. 2 

 3 

 4 

 5 

 6 

8.2 Please elaborate on the types of investigations that FEI is undertaking to 7 

understand why RS 1 consumption was 4.2 PJs higher than forecast in 2016. 8 

  9 

Response: 10 

Please refer to the response to BCUC IR 1.12.2. 11 

 12 

 13 

 14 

8.3 Please provide any preliminary or established views FEI has as to why the RS 1 15 

consumption was 4.2 PJs higher than forecast in 2016. 16 

  17 



FortisBC Energy Inc. (FEI or the Company) 

Multi-Year Performance Based Ratemaking Plan for 2014 through 2019 

Annual Review for 2018 Rates 

Submission Date: 

September 26, 2017 

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

Page 16 

 

Response: 1 

Please refer to the response to BCUC IR 1.12.2. 2 

  3 
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9. Reference:  Exhibit B-2, page 28 1 

 2 

9.1 Please provide all the Prior Year Forecast numbers in Figure 3-2, and place the 3 

green band on the chart accordingly. 4 

  5 

Response: 6 

The requested chart is provided below. 7 
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 1 

  2 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017S 2018F

Rate Schedule 2 322.1 318.2 325.1 316.2 317.7 341.2 331.6 330.6 332.6 339.1 342.1 345.2

Forecasts 318.7 325.4 309 320.5 320.2 315 314.5 340.0 333.7 329.5 328.4
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10. Reference:  Exhibit B-2, page 29 1 

 2 

10.1 Please provide all the Prior Year Forecast numbers in Figure 3-3, and place the 3 

green band on the chart accordingly. 4 

  5 

Response: 6 

The requested chart is provided below. 7 
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 1 

  2 
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11. Reference:  Exhibit B-2, page 30 1 

 2 
11.1 Please provide all the Prior Year Forecast numbers in Figure 3-3, and place the 3 

green band on the chart accordingly. 4 

  5 

Response: 6 

The requested chart is provided below. 7 
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 1 

  2 
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12. Reference:  Exhibit B-2, page 30 1 

 2 

 3 

12.1 Please provide the prior year forecasts for Figure 3-5 and fill in the green line 4 

accordingly. 5 

  6 

Response: 7 

The requested chart is provided below. 8 
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 1 

 2 

 3 

 4 

12.2 Please provide FEI’s views as to why the net customer additions declined for the 5 

period between 2007 and 2012. 6 

  7 

Response: 8 

FEI believes the recession of 2008 had the greatest impact on net customer additions starting in 9 

2008 and lasting for several years.  10 

FEI notes that the data from 2007 through 2012 is provided for context only and is not used to 11 

prepare any portion of the net customer additions forecast for the period of 2017S or 2018F.  12 

 13 

 14 

 15 

12.3 Please provide FEI’s views as to why customer additions have been 16 

experiencing significant swings over the last 10 years. 17 

  18 
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Response: 1 

FEI believes that the recession of 2008 caused a decline in net customer additions through 2 

2012, but that there are likely many additional factors affecting the regions, rate schedules and 3 

industry sectors served by FEI. 4 

FEI notes that the residential customer additions forecast for 2017S and 2018F relies on the 5 

housing starts data from CBOC to calculate a growth rate which is applied to the 2016 actual 6 

value only; the residential customer additions data from 2007-2015 are not used in the 7 

preparation of the forecast. Further, the commercial and industrial customer additions cover 8 

many industry sectors each with their own drivers. In 2016, FEI commercial and industrial 9 

customers represented 179 different industry sectors. FEI does not believe it is feasible or 10 

necessary to understand the drivers affecting all industrial sectors. 11 

  12 
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13. Reference:  Exhibit B-2, Appendix A3, page 6 1 

 2 

13.1 For how many years has FEI relied on the CBOC forecast in its forecast of net 3 

customer additions? 4 

  5 

Response: 6 

FEI has used the CBOC SFD/MFD method for seven years, since the preparation of the 2012-7 

13 RRA.  8 

  9 
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14. Reference:  Exhibit B-2, Appendix A2, page 5  1 

 2 

14.1 Please provide FEI’s views as to the cause of the significant forecast error 3 

occurring in the forecast net customer additions.  4 

  5 

Response: 6 

This response also addresses CEC IR 1.14.2 7 

Forecast errors in net residential customer additions are due to errors in the CBOC SFD/MFD 8 

housing starts forecast. The forecast error in net commercial customer additions is caused by 9 

the volatility in the historic customer additions data used to prepare the forecast. When the input 10 

data is volatile the forecast can also be expected to be volatile.  11 

However, the demand forecasts are relatively insensitive to errors in the customer additions 12 

forecasts. Customer additions are a small portion of the total customer counts, and it is the 13 

product of the total customer count and use rates that determines the demand forecast. 14 

The following table compares the Rate Schedule 1 forecast errors from the demand, customer 15 

additions and customer forecasts: 16 
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 1 

When these errors are plotted together it is apparent that large errors in the customer additions 2 

forecast do not result in large errors in the demand forecast: 3 

 4 

Results for the commercial rate schedules show the same result: 5 

 6 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Rate Schedule 1

Demand Error -4.1% -4.6% 2.1% 1.2% 0.5% -0.2% -2.5% -1.5% 0.5% 6.4%

Customer Additions Error -6.3% -39.4% -32.9% 30.0% 0.2% -45.4% 2.6% 38.0% 22.0% 10.3%

Customers Error -0.5% -0.9% -0.3% 0.4% 0.4% -1.8% -1.7% 0.7% 0.2% 0.3%
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 1 

 2 

The seven-year mean absolute percent error (MAPE) for both the residential and commercial 3 

demand forecasts remains at 2%, which is half the industry average of 4%. 4 

FEI believes that the customer additions forecast errors are reasonable given the volatility of the 5 

historical actuals used to prepare the forecasts. As demonstrated, the demand forecasts are 6 

relatively insensitive to errors in the customer additions forecasts.  Therefore, FEI is not 7 

undertaking any activities to change the forecast method. 8 

 9 

 10 
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 1 

14.2 What activities is FEI undertaking to correct the forecast in Net Customer 2 

Additions?  Please explain. 3 

  4 

Response: 5 

Please refer to the response to CEC IR 1.14.1. 6 

  7 
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15. Reference:  Exhibit B-2, Appendix A2, page 9 1 

 2 

15.1 Please provide a brief explanation for the significant under and over forecasting 3 

that has occurred for each Rate Schedule in the Mainland Net Customer 4 

Additions since 2007. 5 

  6 

Response: 7 

Please refer to the response to CEC IR 1.14.1.  The explanation is the same for FEI as a whole 8 

and the Mainland region. 9 

 10 

 11 

 12 

15.2 Please provide FEI’s views as to any appropriate thresholds that might be 13 

established for a reasonable range of ‘forecast error’ for both Amalgamated Net 14 

Customer Additions and Mainland Net Customer Additions.   Please explain why.  15 

  16 
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Response: 1 

Please refer to the response to CEC IR 1.14.1. 2 

  3 
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16. Reference:  Exhibit B-2, page 48 1 

 2 

16.1 How did FEI arrive at the $6.894 million figure for Net Other Mitigation 3 

Revenues? 4 

  5 

Response: 6 

Approximately 10 percent of the SCP 2018 Net Other Mitigation Revenues forecast amount of 7 

$6.894 million is comprised of revenues related to short-term agreements that FEI has secured 8 

for 2018.  The remaining approximately 90 percent of the revenues are associated with 9 

additional short-term mitigation that FEI anticipates it will achieve.  FEI’s forecast of additional, 10 

yet to be secured, short-term mitigation is based on an estimate of the uncontracted west to 11 

east capacity that can be transacted in the market during summer 2018 and the forward market 12 

price differentials in place at the time the forecast was developed. 13 

The higher mitigation revenues achieved over the past couple of summers, and embedded in 14 

the 2018 forecast, reflect the existing pipeline capacity constraints within the region.   15 

FEI continually seeks opportunities to maximize SCP value for the benefit of its customers.  16 

However, the current market conditions will change over time and the SCP mitigation revenues 17 

associated with west to east capacity are expected to moderate as regional constraints are 18 

addressed. 19 

 20 

 21 

 22 
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16.2 Please confirm that the Net Mitigation revenues are based on the Commission 1 

approved assessment methodology. 2 

  3 

Response: 4 

The valuation of the forecast SCP mitigation revenues is consistent with the valuation methods 5 

used for prior SCP mitigation revenues, and the valuation methods used for gas supply portfolio 6 

costs and mitigation revenues utilized by FEI in other Commission submissions. The valuation 7 

of the forecast SCP mitigation revenues is also consistent with how the wholesale gas industry 8 

would forecast the net mitigation. 9 

Further, FEI confirms that the method used for allocating SCP costs and revenues between the 10 

delivery margin and the MCRA (Midstream Cost Reconciliation Account) is consistent with the 11 

allocation methodology the Commission approved effective January 1, 2012. 12 

  13 
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17. Reference:  Exhibit B-2, page 52 1 

 2 

17.1 Why was the cost of insurance lower than anticipated for 2017?  3 

  4 

Response: 5 

The cost of insurance was lower than anticipated as a result of the following factors: 6 

 The insurance market remained competitive for 2017 renewals. 7 

 A clean loss history for FEI and the Fortis Inc. group of companies. 8 

 The replacement cost of assets reduced slightly compared to 2016 renewals. 9 

 10 

 11 

 12 

17.2 Please provide the insurance costs for 2013-2017. 13 

  14 

Response: 15 

Insurance renewals are completed on July 1 of each year.  The following are the calendar year 16 

insurance costs from 2013 – 2017: 17 

2013 $5.977 million 18 

2014 $6.272 million 19 

2015 $6.184 million 20 

2016 $5.744 million 21 

2017 $5.301 million 22 
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 1 

 2 

 3 

17.3 What was the anticipated increase in insurance costs between 2016 and 2017? 4 

  5 

Response: 6 

A 5 percent escalation was the anticipated increase in insurance costs between 2016 and 2017.  7 

  8 
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18. Reference:  Exhibit B-2, page 22 and page 58 1 

 2 

18.1 Please confirm that Service Line Additions are Net Service Line Additions. 3 

  4 

Response: 5 

Not confirmed.   6 
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Service Line Additions counts the number of risers that are installed for new customer 1 

attachments and is always counted on a gross basis.   2 

When referring to a net count of customers, there can be a distinction between gross and net 3 

customer additions.  Gross customer additions only includes the total new customer 4 

attachments; net customer additions also includes move-ins, move-outs and vacancies 5 

(disconnects and non-disconnects) in the calculation. 6 

  7 
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19. Reference:  Exhibit B-2, page 61  and page 135 1 

 2 

3 

 4 

 5 

19.1 Is there a standard protocol or typical expectation as to when projects are added 6 

to ratebase relative to the project’s completion, or any other protocol?  Please 7 

explain. 8 
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  1 

Response: 2 

FEI’s current practice is to add CPCN projects to Rate Base on January 1 of the year following 3 

when the project goes into service.  This treatment addresses concerns about forecasting the 4 

exact month that these large projects should enter rate base.   5 

Under some regulatory plans in the past, FEI has instead added CPCN projects to Rate Base 6 

the month after the project goes into service.  In this case, in the revenue requirement, a 7 

forecast of the in-service date and a consequent 13-month adjustment is made.  8 

Smaller projects that are not CPCNs are added to Rate Base in the month after the project goes 9 

into service. For the revenue requirement, these projects are assumed to enter rate base mid-10 

year. 11 

In all cases, AFUDC is calculated until the project enters rate base, such that FEI receives the 12 

same rate base return both while the project is outside of rate base, and while it is in rate base. 13 

Please also refer to the response to CEC IR 1.19.4 where FEI sets out considerations that are 14 

specific to the Tilbury Expansion Project.  15 

 16 

 17 

 18 

19.2 Does FEI still anticipate completing the project by September 1, 2017?  If no, 19 

please provide FEI’s current expectation.  20 

  21 

Response: 22 

No.  The completion of the Tilbury Expansion Project has been delayed due to an incident that 23 

occurred on August 19, 2017.  The Contractor conducting the start-up/commissioning of the 24 

plant reported a brief ignition from a refrigerant line, which was extinguished shortly thereafter. 25 

Fire detection and suppression equipment on site was activated and functioned as designed, 26 

containing the incident. Emergency response procedures were also activated and worked as 27 

planned.  However, the investigation into the cause of the fire and any necessary repairs will 28 

delay the completion of the project at least until the end of 2017.  As a consequence, FEI has 29 

revised the date for the Tilbury Expansion to be included in rate base to January 1, 2018.  An 30 

Evidentiary Update reflecting this change is being filed concurrently with these IR responses on 31 

September 26, 2017. 32 

 33 

 34 
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 1 

19.3 Based on FEI’s completion date expectation, please provide an estimate of the 2 

cost to ratepayers (in $) of FEI’s proposed change to include the Tilbury 3 

Expansion Project in ratebase upon completion and collecting a return on equity 4 

versus collecting AFUDC after project completion.  5 

  6 

Response: 7 

FEI has now revised its forecast to include Tilbury Expansion in rate base on January 1, 2018 8 

such that this question is no longer relevant (i.e. there is no longer a comparison to be made 9 

between including in rate base or calculating an AFUDC return).    10 

 11 

 12 

 13 

19.4 Does the Commission have full flexibility to determine when to include the Tilbury 14 

Expansion project into ratebase given the change to Direction 5? Please explain 15 

why or why not.  16 

  17 

Response: 18 

Direction No. 5 requires the Commission to allow FEI to include the Tilbury Expansion project in 19 

utility rate base, but the Direction No. 5 amendments cited in the preamble provide flexibility for 20 

the Commission to determine when the project is included in rate base. However, FEI believes 21 

that the Tilbury Expansion should be added to rate base when it is in service. As soon as the 22 

Tilbury Expansion facility is complete and operating it will be employed in providing utility 23 

service, meaning the facility belongs properly in rate base at that point, attracting the allowed 24 

return on rate base (debt interest and ROE) and being depreciated at approved depreciation 25 

rates.  26 

If the Tilbury Expansion project were artificially kept out of rate base (an approach which FEI 27 

does not agree with), the rate base-related cost of service (i.e., the cost side, mainly the rate 28 

base return and depreciation expense) would not be included in the revenue requirement 29 

calculations while at the same time the revenues from LNG sales (i.e. the revenue or benefit 30 

side) from the Tilbury Expansion facility would be providing an offset to revenue requirements to 31 

be collected from non-bypass customers. AFUDC would continue to be recorded on the capital 32 

costs until the project was added to rate base.  If this approach was taken, rate volatility would 33 

result. There would be rate reductions while the facility was not in rate base, but was generating 34 

revenues, followed by a large rate increase when the facility was added to rate base (inclusive 35 

of the additional accumulated AFUDC). FEI’s aim in bringing the Tilbury Expansion project into 36 

rate base has been to try to match as much as possible the benefits and costs of the project to 37 

avoid rate volatility of this nature.  38 
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 1 

 2 

 3 

19.4.1. If yes, please provide a comparison of the costs to ratepayers of 4 

deferring the inclusion of Tilbury expansion to ratebase To January 1, 5 

2018; June 30, 2018 and January 1, 2019.  6 

  7 

Response: 8 

Please refer to FEI’s Evidentiary Update filed concurrently with these IR responses on 9 

September 26, 2017, for the effects of adding the Tilbury Expansion Project to rate base on 10 

January 1, 2018. 11 

In addition to the concerns about rate volatility described in the response to CEC IR 1.19.4, a 12 

deferral of the addition of the Tilbury Expansion project to rate base to January 1, 2019 would 13 

cause an additional $27 million of AFUDC to accrue on the project. The additional $27 million of 14 

AFUDC would be collected from FEI rate payers through depreciation expense and other rate 15 

base carrying costs over the life of the assets. The total effect of the accrued AFUDC in 2019 16 

would be to add $2.7 million to the annual revenue requirements.  17 

If FEI deferred the addition of the Tilbury Expansion project to rate base to July 1, 2018 the 18 

effect would be approximately half of what is described above.  19 

 20 

 21 

 22 

19.5. Does the Revenue Surplus deferral account attract interest?  Please explain.  23 

  24 

Response: 25 

The Revenue Surplus deferral account attracts a weighted average cost of capital return, which 26 

includes interest, as approved by Commission Order G-182-16. 27 

 28 

 29 

 30 

19.6. Please provide a forecast for 5 years of the utilization of the LNG production 31 

capacity for the Tilbury Expansion project.  32 

  33 
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Response: 1 

The table below provides a 5 year forecast of the utilization of the LNG production capacity for 2 

the Tilbury Expansion project. 3 

 2018 2019 2020 2021 2022 

Average Contracted LNG 
Demand Forecast (GJ per 
year) 

1,111,250* 2,800,000 4,700,000 5,700,000 7,100,000 

Production Capacity  

(GJ per year) 

12,500,000 12,500,000 12,500,000 12,500,000 12,500,000 

Utilization Percentage 
(Forecast LNG Demand / 
Production Capacity) 

9% 22% 37% 45% 57% 

* As included in FEI’s Annual Review for 2018 Rates Application 4 

  5 
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20. Reference:  Exhibit B-2, page 135 1 

 2 

20.1 What would be the financial impact, if any, to ratepayers, of returning the surplus 3 

to ratepayers immediately and deferring FEI’s capture of its return on equity until 4 

completion of the Expansion Project?  Please explain and provide the 5 

calculations. 6 

  7 

Response: 8 

To answer this question, FEI first provides a revised Table 12-3 below based on the Evidentiary 9 

Update being filed concurrent with these IR responses on September 26, 2017. 10 

 11 

Excluding the impacts of AFUDC on the revenue surplus account and minor impacts on cash 12 

working capital, the impact to ratepayers of amortizing the $39.972 million amount in the table 13 

above in 2018 rates would be a decrease to delivery rates of 5.0 percent. Given the expected 14 

rate increases to FEI customers in 2019 as the result of the LMIPSU project, FEI has requested 15 

to maintain rates at 2017 levels to smooth rates for customers.  16 

  17 

($ millions) Additions

2017 forecast revenue surplus (G-182-16) 32.012$        

2018 forecast revenue surplus (Sept. 26, 2017 Evidentiary Update) 7.960            

Total Revenue Surplus to be returned in future years (excluding WACC Return) 39.972$        
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21. Reference:  Exhibit B-2, page 87 1 

 2 

21.1 Please confirm or otherwise explain that there is no impact on the Earnings 3 

Sharing in O&M as a result of the transposition of digits in the 2015 Average 4 

customers. 5 

  6 

Response: 7 

Confirmed. The adjustment for Actual Customer Growth is only applied to Formula CapEx and 8 

does not impact Formula O&M.  9 

  10 
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22. Reference:  Exhibit B-2, page 87 and page 88 1 

 2 

 3 

22.1 Why is financing on the deferral account balances calculated at the Weighted 4 

Average Cost of Capital (WACC) the appropriate assessment for credits for 5 

customers?  Please explain. 6 

  7 

Response: 8 

The financing on the Earnings Sharing deferral account was determined by the Commission in 9 

Order G-162-14 where the Panel stated: “Accordingly, the Commission Panel approves the 10 

establishment of the Earning Sharing deferral account. This deferral account shall have a one 11 
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year amortization period and shall earn a return based on FEI's Weighted Average Cost of 1 

Capital. This treatment is consistent with FEI's other currently approved deferral accounts.” 2 

The return for deferral accounts is determined on a case by case basis, based on a number of 3 

considerations.  Whether the balance is a credit or a debit at a point in time is generally not one 4 

of the considerations, since most deferral accounts (including the earnings sharing account) can 5 

have either debit or credit balances. 6 

  7 
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23. Reference:  Exhibit B-2, page 143 1 

 2 

23.1 Does FEI expect the 2017 annual performance to continue to meet benchmark?  3 

Please explain why or not. 4 

  5 

Response: 6 

The Emergency response times have been trending positively in the past several years and the 7 

2017 YTD result is at the benchmark.  FEI is working towards achieving the Benchmark of 97.7 8 

in 2017. 9 

  10 
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24. Reference:  Exhibit B-2, page 145 1 

 2 

24.1 Does FEI have any expectations that its annual results for the AIFR will become 3 

better than benchmark during the PBR period?  Please explain why or why not. 4 

  5 

Response: 6 

The All Injury Frequency Rate (AIFR) has been trending positively and the YTD 2017 annual 7 

result is approaching the benchmark. FEI is working towards achieving the benchmark of 2.08 in 8 

2017.  Improvements in the AIFR annual results are difficult to predict. The Company will 9 

continue to reinforce diligence in all worker safety protocols and look for further opportunities for 10 

continual improvement. 11 

  12 
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25. Reference:  Exhibit B-2, page 148 1 

 2 

25.1 Please elaborate on the challenging weather conditions and why these resulted 3 

in a decline in the meter reading accuracy indicator. 4 

  5 

Response: 6 

Due to the unusual and sustained winter weather experienced within the Lower Mainland, an 7 

unusual amount of snow blanketed the Lower Mainland in the first quarter of 2017.  This 8 

resulted in a significant challenge for our meter readers to safely access customers’ meters and 9 

increased the number of meter readings that needed to be estimated. 10 

 11 

 12 

 13 

25.2 Please confirm that FEI expect the Meter Reading Accuracy Indicator to remain 14 

at or above benchmark for the remainder of the PBR term. 15 

  16 

Response: 17 

FEI’s goal is to remain at or above the benchmark for the remainder of PBR term.  18 

 19 

 20 

 21 

25.2.1 If not confirmed, please explain why not. 22 

  23 

Response: 24 

Please refer to the response to CEC IR 1.25.2. 25 

 26 
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