FORTISBC™ Saei
Vice President, Regulatory Affairs

Gas Regulatory Affairs Correspondence
Email: gas.requlatory.affairs@fortisbc.com

Electric Regulatory Affairs Correspondence
Email: electricity.requlatory.affairs@fortisbc.com

FortisBC

16705 Fraser Highway

Surrey, B.C. V4N OE8

Tel: (604) 576-7349

Cell: (604) 908-2790

Fax: (604) 576-7074

Email: diane.roy@fortisbc.com
www.fortisbc.com

September 26, 2017

Commercial Energy Consumers Association of British Columbia
c/o Owen Bird Law Corporation

P.O. Box 49130

Three Bentall Centre

2900 — 595 Burrard Street

Vancouver, BC

V7X 1J5

Attention: Mr. Christopher P. Weafer
Dear Mr. Weafer:

Re: FortisBC Energy Inc. (FEI)
Project No. 1598919

Multi-Year Performance Based Ratemaking Plan for 2014 through 2019
approved by the British Columbia Utilities Commission (Commission) Order G-

138-14 — Annual Review for 2018 Rates (the Application)

Response to the Commercial Energy Consumers Association of British

Columbia (CEC) Information Request (IR) No. 1

On August 4, 2017, FEI filed the Application referenced above. In accordance with the
Commission Order G-115-17 setting out the Regulatory Timetable for the review of the

Application, FEI respectfully submits the attached response to CEC IR No. 1.

If further information is required, please contact the undersigned.
Sincerely,

FORTISBC ENERGY INC.

Original signed:

Diane Roy

Attachments

cc (email only): Commission Secretary
Registered Parties


mailto:gas.regulatory.affairs@fortisbc.com
mailto:electricity.regulatory.affairs@fortisbc.com
mailto:diane.roy@fortisbc.com
http://www.fortisbc.com/

FortisBC Energy Inc. (FEI or the Company) .
. . Submission Date:
Multi-Year Performance Based Ratemaking Plan for 2014 through 2019

((6 FORTIS BC Annual Review for 2018 Rates September 26, 2017

Response to Commercial Energy Consumers Association of BC (CEC) Information

Request (IR) No. 1 Page 1

1 1 Reference: Exhibit B-2, page 5

Table 1-2: Formula O&M Savings 2014 to 2017 ($ millions)

Actual Formula Variance 1.1% PIF

2014 § 1910 S 1985 S 75 S 2.2
2015 S 2254 S 2356 S 10.2 S 2.6
2016 S 2259 S 2381 S 12.1 S 2.6

* 2017 S 2329 S 2404 S 75 S 2.6
Cumulative Savings S 374 S 10.0

In 2017, which is past the mid-point of the PBR Plan which has achieved close to $50 million in
O&M savings to date, FEI is faced with the increasingly difficult challenge of finding new
productivity opportunities to meet the annual savings embedded in the formula, and to sustain
the level of incremental O&M savings achieved in recent years. Contributing to the productivity
challenge are new cost pressures the Company is experiencing. Following is discussion of two
of the more significant cost pressures related to integrity digs and to cyber security.

—= O W W~ M0

1.1 Please confirm that FEI's statement relating to achieving $50 million in O&M
savings to date includes the Productivity Improvement Factor or $10 million.

o0k wWw N

Response:

Confirmed. The reference to $50 million in O&M savings includes the $37.4 million of Formula
8 O&M Savings and the $10 million of Productivity Improvement Factor savings.

9
10

11
12 1.2 If not confirmed, please explain the $50 million in O&M savings.
13

14 Response:
15 Please refer to the response to CEC IR 1.1.1.

16
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11
12
13

14
15

16
17

Integrity Digs

FEl is experiencing incremental cost pressures related to integrity digs as the Company
continues to improve its Integrity Management Program to manage aging infrastructure and
meet the CSA Z662-15 standard and adopt industry practices deemed appropriate to FEI's
system. A new defect assessment criterion for dents has resulted in incremental digs required
to repair and manage these features. Additionally, increases to the number of integrity digs
have resulted from running circumferential magnetic flux leakage in-line inspection (ILI)
technology which has required excavations of imperfections and defects that were either not
previously identified or were not previously identified as significant. In 2017, approximately $1.5

million of incremental O&M is projected to complete more integrity digs and to complete more
complicated and higher cost digs, such as at water crossing sites. In future years, FEIl is
forecasting increasing numbers of integrity digs to manage its system in alignment with
regulations, standards and industry practice.

The use of technology, and particularly mobile technology, in every business area is increasing.
This drives the need to continually review and update security practices and procedures. The
cyber security environment is changing at a rapid pace and it is unknown what the next big
vulnerability will be. Ransomware has become a billion-dollar industry which requires
awareness training to be constantly updated to match this trend and the techniques used by
criminals seeking to take advantage of IT system vulnerabilities. New tools, training and tests
need to be built and executed to keep our employees informed and aware.

FEI uses a risk based approach to cyber security using industry proven methodologies and
technologies to ensure an appropriate balance between cost and effective protection.

2.1 Please confirm or otherwise explain that FEI does not anticipate including either
Integrity Digs or Cyber Security as an Exogenous Factors in future Annual
Reviews.

Response:

Confirmed.

In accordance with the Exogenous Factor criteria outlined in Section 12 of the Application and
based on the current information available, FEI does not anticipate including either Integrity Digs
or Cyber Security as an Exogenous Factor in the next Annual Review.

2.2 Please supply the FEI forecast of integrity digs and five-year history.
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Response:

Please refer to the response to BCUC IR 1.1.7.

2.3 Please provide FEI's documentation of its analysis for making choices between
cost and effective protection, as well as FEI's methodology for measuring
effective protection.

Response:

In regards to cyber security, FEI uses a standard heat map that considers likelihood and impact
to determine the areas of cyber security risk requiring the most attention. Third parties, such as
Gartner, are consulted to help ensure FEI is considering the appropriate areas in regards to its
cyber security risks, as well as appropriate ratings of likelihood and impact.

To ensure the risk levels determined by FEI are reasonable, both internal and external
assessments are completed. FEI is currently using the Cybersecurity Capability Maturity Model
(C2M2) program, which incorporates National Institute of Standards and Technology (NIST),
SysAdmin Audit Network and Security (SANS) 20, NERC Critical Infrastructure Protection (CIP)
and International Organization for Standards (ISO) into its assessment design, which helps
ensure an organization’s cyber security is appropriately designed and operated. The C2M2
program also tests organizational design, cyber security protection device design, third-party
support and other components considered required for appropriate overall cyber security.

Annual assessments and tests are completed internally and by third parties to determine if
appropriate levels of cyber security are being maintained based on industry standards. The
assessments and tests also include FEl's risk registry in regards to cyber security to help
ensure the registry is reasonable and the appropriate amount of effort is being applied to the
right areas in regards to cyber security. These efforts help ensure reasonable expenditures for
cyber security by focusing systems on areas of greatest importance, such as private information
and sensitive data.
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Reference: Exhibit B-2, page 6 and page 7 and Appendix C-3, page 1

1.4.2 Staffing Levels

Staffing levels have declined from 2013 to 2015, and remained relatively stable between 2015
and 2016. Staffing levels are expected to increase in 2017. The projected increase of 57
headcount or 69 FTEs from 2016 to 2017 is comprised primarily of higher staffing for the
following areas: approximately 50 FTEs in Operations and Engineering to meet operational and
capital work requirements including approximately 5 FTEs for the start-up of the Tilbury LNG
Expansion Facility; and approximately 10 FTEs in the Customer Service department to fill

vacancies to meet call volume? expectations.

Table 1-3: Employees at Year-End*

Headcount
2013 Actual 1,764
2014 Actual 1,704
2015 Actual 1,656
2016 Actual 1,667
2017 Projected 1,724

FTE

1,679
1,650
1,573
1,581
1,650

As directed by the Commission, FEI provides below Table C3-1 with the headcount information
and Table C3-2 with the FTE information by the various categories outlined by the Commission

in Appendix A.
Table C3-1: Headcount
2013 X004 2015 06 016 x7
Actual Agtual Actual Actual | Projected | Projected

Total Anavial Headooumt LM 104 1LE58 L6E7 1 174
Change in Annual Heasdcount [year ower year) (1] ([ ] |&H| 11 (] 57
8 of Position Added Esch Year (total) and broken down a1 follows

Regionalizstion initiative - Phase 1 and 2 1

Project Blue Pendl

Ot Major Initiatives - : . .

Qutsice of Bae D&M =5 4] i5) ] 19 8

Inside Bane D&M 128 1 34) (32) L] L 8

Total Postions Added (1) 18 a7 0 b 57

0 of Positions Eliminated Each Year (total] and broken down a3 follgwns

Regionalization initistive - Phase 1 and 2 521 . 1194

Project Blue Pencl . (20} .

Ouheer Major Initiatives

Outside of Bae DAM

Ingide Base OEM

Total Positions Eliminsted [EX]] L10) 119§

Nt Change i Hesdoount |year over year) (8 1] liﬂl (47 II.] MI S?l
0 of Unfilled Vacancies

¥ of Unfilled Vacancies for each year n'a n/a nfa nfa nfa nfa
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3.1 Please explain why # of Unfilled Vacancies is Not Applicable (N/A) in each year
for Table C-3, when approximately 10 FTEs are required to fill vacancies in
expected call volumes.

Response:

As outlined on page 3 of Appendix C3, due to the difficulties in determining specifically for all the
job vacancies in a given year how many are related to the different classifications (i.e. O&M,
Capital), or whether in the interim the vacancy was filled by use of a contractor or a consultant,
or by additional overtime (i.e. unpaid or paid) by existing employees, FEI does not forecast for
Unfilled Vacancies overall for the Company as a whole on a FTE or a headcount basis.

For prior years’ actuals, using the approximation methodology described in the Appendix C3
(i.e. estimated vacant days converted to a FTE basis), FEI has provided approximate FTEs for
Unfilled Vacancies (included related to O&M, Capital and Other) for the years 2013 to 2016 (i.e.
Table C3-2). However, for Table 3-1 which is on headcount basis, FEI did not provide the
equivalent headcount view for Unfilled Vacancies, recognizing the limitations of deriving
headcount information. As stated in Appendix C3:

Reporting on the classifications requested by headcount and FTEs is inherently
difficult. An employee, depending upon their job responsibilities, may perform a
number of activities that fall into the different classifications outlined. For
example, an employee may spend 80% of their time performing O&M activities
with the remaining 20% of their time on capital activities. On an FTE basis, 0.80
FTE would be reported as O&M and 0.20 FTE reported as Capital. However, a
headcount cannot be split, so the headcount can be reported as either O&M or
Capital, but not partly O&M and partly Capital. As a result, the headcount
information provided in Table C3-1 above has been completed in a similar
manner to that reported on a FTE basis in Table C3-2 (i.e. one FTE equals one
headcount). Where there are differences between the headcount and FTE
information (which are typically caused by vacancies within a given period and
the use of part-time and temporary employees), for the purpose of the
information requested, the differences are reported as part of the Inside Base
O&M classification, recognizing that the Inside Base O&M classification accounts
for the majority of the headcount and FTE at FEI.

3.2 Would FEI expect to reduce FTEs in a future PBR if a future PBR were
approved? Please explain.
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1 Response:
2  FEI cannot speculate on whether it would expect to reduce FTEs in a future PBR if a future PBR

w

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

2. Project Blue Pencil is an initiative focused on reviewing and streamlining key customer-
facing processes from the perspective of the customer. In 2014, a review was
completed which found opportunities not only to improve the customer experience, but
also to increase operational efficiencies at the same time. These improvements were
completed in 2015, reducing operating costs in the contact center and billing operations
departments by approximately $1 million annually as compared to 2013 actuals. In
2016, these operational savings have been sustained at approximately $1 million and
are expected to continue into future years.

4.1 Over how many years does FEI anticipate Project Blue Pencil savings to
continue? Please explain and provide any quantification of the savings that FEI
has available.

~No o~ w N

Response:

(o]

FEI expects the Project Blue Pencil savings to continue into the foreseeable future as
9 sustainable savings. Quantification of the savings was described in Table C2-3 Project Blue
10  Pencil in Appendix C2 of the Annual Review of 2018 Rates Application as follows:

2014
High Bill lrequiry
Emergency
Collections
Meter Exchange
MNew Construction

2015 201 6+

Processes Reviewed

11

Organizational Changes

Contact center and billing
operations will experience a
FTE reduction as a result

Contact center and
billing operations will
experience a FTE
reduction as a result.

Contact center and
billing operations will
experience a FTE
reduction as a result.

Labour

&M expenditures 30 Incremental O&M costs 50 Incremental O&M 50 Incremental O&M

expected to be incumed costs costs

Capital expenditures =§100 thousand <5200 thousand 50

expected to be incurred

Annual Savings - Labour = 3100 thousand Approximately $1 Approximately 51
million annual contact  million annual contact
centre and billing center and billing
operations O&M operations O&M
Savings. savings.

Annual Savings — non- 30 0 50
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1 Additionally, Tables C3-1 Headcount and C3-2 FTE of Appendix C3 of the Annual Review of
2 2018 Rates Application show that the Blue Pencil Project reduced the FTE and Headcount by
3 approximately 10 in 2015.
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1 5. Reference: Exhibit B-2, page 8 and page 9

3.

2
3 51
4
5
6 Response:
7
8
9

Review of Technical and Infrastructure Support Provider is an initiative to review the
existing agreement with the Company's technical and infrastructure service provider.
This includes the employee help desk and operation of the end-user environment, data
centre infrastructure, communication and security networks. In 2015, FEI replaced its
existing technical and infrastructure support provider with a new service provider,
Compugen. The new contract with Compugen is designed to better support the
Company's requirements and to drive efficiency. For each permanent reduction in
Compugen’s costs to support FEI, the vendor and FEI share in the savings that are

achieved, providing an incentive for Compugen to work with FEI to continue to look for
efficiencies. Additionally, the new contract provides dedicated support resources rather
than a distributed support service, resulting in quicker response times and better
understanding of the Company’s requirements. When compared to 2015, savings in
2016 increased by 5200 thousand to $2 million. The savings in 2016 were achieved
through efficiencies, and so were not subject to sharing with Compugen. The Company
is continuing to work with Compugen to identify efficiencies and expects the 2017
savings to be comparable to 2016.

Please elaborate on ‘dedicated support resources’ rather than a distributed
support service.

“Dedicated support resources” refers to Compugen resources that are dedicated and onsite at
FEI's office locations to support the FEI account. This improves service quality and first call
resolution due to the consistency and familiarity of the dedicated Compugen resources with

10  FEl's systems and employees.

11  Compugen was able to provide this service model at a lower cost than the previous contract,
12  which did not have dedicated support resources and instead drew from a broader resource
13  support pool.

14
15

16
17 5.2
18
19

Please elaborate on the savings that were achieved ‘through efficiencies’ and
why these were not subject to sharing with Compugen.
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Response:

The sentence in the Application which says “The savings in 2016 were achieved through
efficiencies, and so were not subject to sharing with Compugen”, should have read “The savings
in 2016 were not due to a permanent reduction in Compugen’s costs to support FEI, and so

were not subject to sharing with Compugen”.

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

as compared to 2015.

There have been no savings realized to date that have been subject to sharing with Compugen.
The initial annual reduction of $2 million was included in the contract and not subject to sharing

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

4. The Online Service Application (OSA) initiative, which enables customers to make a
seif-serve online request for a new service line instaliation, has been proceeding as
planned. The Company launched the OSA to a select group of builder/developers for
field trials In July 2016. After gamering feedback and suggested improvements, a full
launch of the application proceeded on the Company’'s external website in September
2016. In March 2017, the additional functionality of requesting a service line
abandonment was added to the tool. Customers can go to the Company’s website and
use the tool to determine If gas service is available for their property, and, for simple
service lines, obtain an estimate to install the service and proceed to scheduling the
installation online. The tool offers additional functionality for the bulider/developer
community to manage their projects by tracking their multiple service line orders. To
date, approximately 2,600 orders have been processed via the application producing
savings of approximately $0.05 million in 2017.°

2
3 6.1 Do the savings on $0.05 million include savings related to FTE’s? Please explain
4 and quantify if so.
5
6 Response:
7  Yes, the $0.050 million savings relate to approximately 1 FTE in 2017.
8
9
10
11 6.2 Does FEI anticipate additional savings beyond 2017 as a result of the OSA
12 initiative?
13

14 Response:

15 Yes, the annual sustainable savings of $0.050 million attributable to the OSA initiative will
16  continue beyond 2017. To the extent that customer adoption rates increase and future
17 enhancements of the tool provide further automation of the process, additional incremental
18 sustainable savings may occur.

19

20

21

22 6.3 If yes, please provide quantification of anticipated savings for the next 5 years
23 and identify whether these are related to FTEs.

24
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Response:

Please refer to the response to CEC IR 1.6.2. The anticipated savings are approximately
$0.050 million per year, for a total of $0.250 million over the five year period, which equates to

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

5. SAP Integration is an initiative to integrate the FEI and FortisBC Inc. (FBC) SAP
systems, moving towards a common SAP platform for both companies. It will primarily
include the integration of the Human Resources, Supply Chain and Finance systems in
SAP. The benefits will include a simplified support model. alignment of processes,
simpler business processes (i.e. employee expense processing and single sign-on),
reduced licensing costs and integrated payroll. Reduction in support costs will be
achieved through reduced annual contractor costs because internal resources will be
able to displace the contractor support due to the simplified support requirements.

The project has started with completion expected in the third quarter of 2018. The total
cost of the project is estimated at $4.5 milion. Based on the number of employees
between the two companies (75% FEI, 25% FBC). approximately $3.4 million of the
implementation costs will be allocated to FE| with the remaining $1.1 million to FBC.
Total O&M savings for the project are expected to be approximately 50.9 million
annually, with $0.6 million expected in FEI and $0.3 million FBC. The savings will start
being realized in 2019.

2

3 7.1 Is the integration of the common SAP platform for Supply Chain dependent upon
4 Commission approval of the Supply Chain application currently before the
5 Commission? Please explain.

6

7 Response:

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

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

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

3.3 RESIDENTIAL AND COMMERCIAL USE PER CUSTOMER FORECAST
Individual UPC projections for each residential and commercial rate schedule are developed by

considenng the recent (three-year) histornical weather-normalized UPC

The analysis of

historical nomrmalized residential use rates indicates an inclining trend for the residential and

commercial rate schedules

As shown in Figure 3-1, the Residential (Rate Schedule 1) UPC is forecast 1o increase by

approximately 0.8 GJs (0.9 percent) n 2018

FEI notes that the 2016 normalized Rate Schedule 1 consumption was 4.2 PJs higher than
forecast. As the previous years' history did not indicate that UPC would increase in 2016, FEI
has re-confimed all of its normalization routines and billing data, and continues to investigate
the reasons for the increase. At this time, FEI believes it 1s prudent to continue to use the

existing forecast method. As a result, the Rate Schedule 1 normalized UPC is

increase over the forecast penod

Figure 3-1: Rate Schedule 1 UPC
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8.1 Please provide all the Prior Year Forecast numbers in Figure 3-1, and place the
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1 Response:

2 Therequested chartis provided below.

100.0
.Actual . Seed Forecast s Prior Forecast

[l

2007 = 2008 2009 @ 2010 2011 2012 2013 2014 2015 2016 20175 2018F
Rate Schedulel 922 888 | 89.1 884 863 876 847 842 844 875 883 891

90.0
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(=]
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UPC, Gls
o

40.
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30.
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20.

(=]

10.

(=]
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(=]

Forecasts 957 924 877 879 865 863 852 | 8.0 | 8.1 816 822
3

4

5

6

7 8.2 Please elaborate on the types of investigations that FEI is undertaking to
8 understand why RS 1 consumption was 4.2 PJs higher than forecast in 2016.

9

10 Response:
11  Please refer to the response to BCUC IR 1.12.2.

12

13

14

15 8.3 Please provide any preliminary or established views FEI has as to why the RS 1
16 consumption was 4.2 PJs higher than forecast in 2016.

17
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1 Response:
2  Please refer to the response to BCUC IR 1.12.2.

3
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1 o9 Reference: Exhibit B-2, page 28

As shown in Figure 3-2, the Small Commercial (Rate Schedule 2) UPC is forecast to increase
by 3.1 GJs (0.9 percent) in 2018

Figure 3-2: Rate Schedule 2 UPC
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2

3 9.1 Please provide all the Prior Year Forecast numbers in Figure 3-2, and place the
4 green band on the chart accordingly.

5

6 Response:

7  The requested chart is provided below.
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10. Reference: Exhibit B-2, page 29

As shown in Figure 3-3, the Large Commercial (Rate Schedule 3) UPC is forecaslt o increase
by 61 GJs (1.6 percent) in 2018

Figure 3-3: Rate Schedule 3 UPC
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10.1 Please provide all the Prior Year Forecast numbers in Figure 3-3, and place the
green band on the chart accordingly.
Response:

The requested chart is provided below.
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1 11 Reference: Exhibit B-2, page 30

As shown in Figure 3-4 the Large Commercial Transportation (Rate Schedule 23) UPC is
forecast to ncrease by 46 GJs (0.9 percent) m 2018

Figure 3-4: Rate Schedule 23 UPC
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2

3 11.1 Please provide all the Prior Year Forecast numbers in Figure 3-3, and place the
4 green band on the chart accordingly.

5

6 Response:

7  The requested chart is provided below.
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1 12 Reference: Exhibit B-2, page 30

34 RESIDENTIAL AND COMMERCIAL NET CUSTOMER ADDITIONS FORECAST

The forecast of netl customer additions is the next component in delermining the total energy
demand for residential and commercial customers

As shown in Figure 3-5, the rate of growth seen in FEI's customer base (residential, commercial
and industrial) reached a high in 2007 of roughly 17,000 net customer additions then declined to
below 10,000 annual net customer additions for the penod from 2009 through 2012 Net
customer additions in 2013 and 2014 were stronger, above 10,000 per year, with an additional
large increase in 2015 up to above 14 000 net customer additions followed by a decrease of
approximately 2 000 net customer additions in 2016. The Company is forecasting customer
additions at 10,986 in 2017 and 10,435 in 2018

2
Figure 3-5: Total Net Customer Additions
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4 12.1 Please provide the prior year forecasts for Figure 3-5 and fill in the green line
5 accordingly.
6
7 Response:
8 The requested chart is provided below.
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Total 17,018 12,825 8,179 9,409 7,433 6,932 10,391 11,673 14,293 12,324 10,986 10,435
Forecast 16,718 15,483 10,512 7956 8,724 9,233 9,601 7,119 10,714 10,466 12,884

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

period between 2007 and 2012.

Response:

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

2008 and lasting for several years.

FEI notes that the data from 2007 through 2012 is provided for context only and is not used to
prepare any portion of the net customer additions forecast for the period of 2017S or 2018F.

12.3 Please provide FElI's views as to why customer additions have been

experiencing significant swings over the last 10 years.
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Response:

FEI believes that the recession of 2008 caused a decline in net customer additions through
2012, but that there are likely many additional factors affecting the regions, rate schedules and
industry sectors served by FEI.

FEI notes that the residential customer additions forecast for 2017S and 2018F relies on the
housing starts data from CBOC to calculate a growth rate which is applied to the 2016 actual
value only; the residential customer additions data from 2007-2015 are not used in the
preparation of the forecast. Further, the commercial and industrial customer additions cover
many industry sectors each with their own drivers. In 2016, FEI commercial and industrial
customers represented 179 different industry sectors. FEI does not believe it is feasible or
necessary to understand the drivers affecting all industrial sectors.
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13. Reference: Exhibit B-2, Appendix A3, page 6
3. RESIDENTIAL CUSTOMER ADDITIONS

The residential net customer additions forecast was developed based on housing starts data
from CBOC forecast of November 10, 2016 Provincial Medium Term Forecast: 20163 Run: 17,
Table LTPF156 and LTPF157. The housing starts data was as follows:

Table A3-3: Housing Starts Data

Housing Type 2015 2016 20175 2018F
SFD 10,152 12,676 10,689 9,963
MFD 21,294 29,466 25,865 25,001
Total 31,446 42,143 36,554 34,964

From the above housing starts forecast, the 2017S SFD growth rate is calculated as foliows:

10.689) 3

20175 SFD Growth Rate = (>—-

= —15.7%

13.1 For how many years has FEI relied on the CBOC forecast in its forecast of net
customer additions?
Response:

FEI has used the CBOC SFD/MFD method for seven years, since the preparation of the 2012-
13 RRA.
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14, Reference: Exhibit B-2, Appendix A2, page 5
3.2 AwmaLGAMATED NeET CUSTOMER ADDITIONS
Customer Additions 2000 | 2008 | 2000 | 2000 | 2001 | 2002 | 2003 | 2ma | 2005 | 206
Rate Schedule 1
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14.1 Please provide FEI's views as to the cause of the significant forecast error
occurring in the forecast net customer additions.

Response:
This response also addresses CEC IR 1.14.2

Forecast errors in net residential customer additions are due to errors in the CBOC SFD/MFD
housing starts forecast. The forecast error in net commercial customer additions is caused by
the volatility in the historic customer additions data used to prepare the forecast. When the input
data is volatile the forecast can also be expected to be volatile.

However, the demand forecasts are relatively insensitive to errors in the customer additions
forecasts. Customer additions are a small portion of the total customer counts, and it is the
product of the total customer count and use rates that determines the demand forecast.

The following table compares the Rate Schedule 1 forecast errors from the demand, customer
additions and customer forecasts:
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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%
1 Customers Error -0.5% -0.9%| -0.3% 0.4%| 0.4%| -1.8%| -1.7%| 0.7%| 0.2%| 0.3%

2  When these errors are plotted together it is apparent that large errors in the customer additions
3  forecast do not result in large errors in the demand forecast:

4

Forecast Error
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5 Results for the commercial rate schedules show the same result:
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Mainland Rate Schedule 3
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The seven-year mean absolute percent error (MAPE) for both the residential and commercial

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

FEI believes that the customer additions forecast errors are reasonable given the volatility of the
historical actuals used to prepare the forecasts. As demonstrated, the demand forecasts are
relatively insensitive to errors in the customer additions forecasts. Therefore, FEI is not

undertaking any activities to change the forecast method.
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14.2 What activities is FEI undertaking to correct the forecast in Net Customer
Additions? Please explain.

aa b wnN PR

Response:

6  Please refer to the response to CEC IR 1.14.1.
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Reference: Exhibit B-2, Appendix A2, page 9
3.6 Maneano Ner CUSTOMER ADDITIONS
X007 2008 2000 2010 2011 2012 2013 2004 2015 2016
Rate Schedule 1
Forecast 122764 | 11004 6410 arn 4,983 6,507 674 4.5 6,889 6,863
Actual 12,003 1,95 482 6,824 49954 4475 6,956 7415 8831 7,648
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TS
2007 2008 2000 2010 2011 2012 2013 2004 2015 2016 2016
Rate Schecdule 23
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15.1

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

that has occurred for each Rate Schedule in the Mainland Net Customer
Additions since 2007.

Response:

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

15.2 Please provide FElI's views as to any appropriate thresholds that might be

established for a reasonable range of ‘forecast error’ for both Amalgamated Net
Customer Additions and Mainland Net Customer Additions. Please explain why.
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1 Response:

2  Please refer to the response to CEC IR 1.14.1.

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

5.3.3 Net Other Mitigation Revenue
The mitigation revenue associated with the west to east capacity on SCP during the initial years

of the PBR term was the result of the T-South Enhanced Service agreement between Spectra
and FEI. The T-South Enhanced Service agreement expired on October 31, 2016.

In light of the expiry of the agreement with Spectra, the Company has been, and will continue, to
seek opportunities to contract the west to east capacity. The forecast mitigation revenue for the
SCP west to east capacity for 2018 is based on the current forward market price differentials for
summer 2018 and reflect the existing pipeline capacity constraints within the region. These
market conditions will change over time and mitigation revenues are expected to moderate as
regional constraints are addressed. FE| forecasts generating net mitigation revenue in the
amount of $6.894 million in 2018.

The mitigation revenue forecast is net of the cost of using FEI gas supply resources, such as
Spectra Kingsvale South transportation capacity held in the midstream portfolio, to connect with
the SCP system. The mitigation revenue net of the gas supply resource costs will be allocated
to Other Revenue.

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

Response:

Approximately 10 percent of the SCP 2018 Net Other Mitigation Revenues forecast amount of
$6.894 million is comprised of revenues related to short-term agreements that FEI has secured
for 2018. The remaining approximately 90 percent of the revenues are associated with
additional short-term mitigation that FEI anticipates it will achieve. FEl's forecast of additional,
yet to be secured, short-term mitigation is based on an estimate of the uncontracted west to
east capacity that can be transacted in the market during summer 2018 and the forward market
price differentials in place at the time the forecast was developed.

The higher mitigation revenues achieved over the past couple of summers, and embedded in
the 2018 forecast, reflect the existing pipeline capacity constraints within the region.

FEI continually seeks opportunities to maximize SCP value for the benefit of its customers.
However, the current market conditions will change over time and the SCP mitigation revenues
associated with west to east capacity are expected to moderate as regional constraints are
addressed.
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16.2 Please confirm that the Net Mitigation revenues are based on the Commission
approved assessment methodology.

Response:

The valuation of the forecast SCP mitigation revenues is consistent with the valuation methods
used for prior SCP mitigation revenues, and the valuation methods used for gas supply portfolio
costs and mitigation revenues utilized by FEI in other Commission submissions. The valuation
of the forecast SCP mitigation revenues is also consistent with how the wholesale gas industry
would forecast the net mitigation.

Further, FEI confirms that the method used for allocating SCP costs and revenues between the
delivery margin and the MCRA (Midstream Cost Reconciliation Account) is consistent with the
allocation methodology the Commission approved effective January 1, 2012.
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1 17 Reference: Exhibit B-2, page 52

6.3.2 Insurance
The Insurance expense relates to insurance premium expense allocated to FEI by Fortis Inc

The 2018 insurance expense Is forecast at $5.360 million, a decrease of $0.169 million or 3
percent from what was approved for 2017. The 2018 Forecast is caiculated by taking the
known annual insurance premium of $5.229 million which is applicable to the first six months of
2018 and escalating that amount by five percent for the remaining six months®. The five
percent escalation is based on a combination of historical increases In premiums, Increases in
the value of assets year over year and the expectations of Fortis Inc.'s insurance broker on
future premiums

1 $5 220 milhonv2 = $2 615 malhon x 1.05 = $2 745 millhon. $2 615 milhon + $2 745 milon = $5 360 mikon

17.1 Why was the cost of insurance lower than anticipated for 20177

ga b~ w N

Response:

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

7 e The insurance market remained competitive for 2017 renewals.
8 e A clean loss history for FEI and the Fortis Inc. group of companies.
9 e The replacement cost of assets reduced slightly compared to 2016 renewals.
10
11
12
13 17.2 Please provide the insurance costs for 2013-2017.
14

15 Response:

16 Insurance renewals are completed on July 1 of each year. The following are the calendar year
17  insurance costs from 2013 — 2017:

18 2013 $5.977 million
19 2014 $6.272 million
20 2015 $6.184 million
21 2016 $5.744 million

22 2017 $5.301 million
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17.3 What was the anticipated increase in insurance costs between 2016 and 2017?

Response:

A 5 percent escalation was the anticipated increase in insurance costs between 2016 and 2017.
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18. Reference: Exhibit B-2, page 22 and page 58

Table 2-3: Service Line Additions (SLA) Growth Factor Calculation

Total
Service Line| 12 Month |SLA Factor
Additions Sum @50% | PBR Year

Jul-15 1,024
Aug-15 685
Sep-15 1,521

Oct-15 1,327
Nov-15 1,397

Dec-15 1,127

Jan-16 836

Feb-16 707
Mar-16 517
Apr-16 994
May-16 1,144

Jun-16 843 12,122

Jul-16 716
Aug-16 895
Sep-16 984

Oct-16 1,407
Nov-16 1,707

Dec-16 1,552

Jan-17 1,407

Feb-17 1,152
Mar-17 1,583
Apr-17 981
May-17 1,188

Jun-17 1,290 14,862 11.302% 2018

Unlike the O&M formula, the capital expenditure formula has two growth components in addition
to formula inflation, resulting in separate calculations of Growth Capital and Other Capital. For

2018, the annual capital expenditures under the formula are calculated as:

2018 Growth Capital = 2017 Growth capital x [(1 + (|l Factor — X Factor)] x [1 + SLA
customer growth]*

2018 Other Capital = 2017 Other Capital x [(1 + (I Factor — X Factor)] x [1 + customer

growth]*

Tables 7-2 and 7-3 below show the calculation of the resulting 2018 formula capital

expenditures.

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

Response:

Not confirmed.
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Service Line Additions counts the number of risers that are installed for new customer
attachments and is always counted on a gross basis.

When referring to a net count of customers, there can be a distinction between gross and net
customer additions. Gross customer additions only includes the total new customer
attachments; net customer additions also includes move-ins, move-outs and vacancies
(disconnects and non-disconnects) in the calculation.
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1 19 Reference: Exhibit B-2, page 61 and page 135

In March of 2017, and after the completion of FEI's Annual Review for 2017 Rates proceeding,
section 4(2)(a) of Direction No. 5 was amended by OIC No. 749, to remove the requirement that
the Tilbury Expansion Project be added to rate base “on January 1 of the year immediately
following the year in which phase 1A facilities are completed”. This change to Direction No. 5
now gives the Commission flexibility on when the Tilbury Expansion Project can be added to
rate base.

Given the change to Direction No. 5, FEI is now proposing to include the Tilbury Expansion
Project in rate base upon its completion in 2017. In lieu of collecting AFUDC after project
completion in 2017, FEI proposes that its equity return be captured as a reduction to its existing
2017 Revenue Surplus deferral account as described in Section 12.4.1.1.

As explained above, adding the Tilbury Expansion Project to rate base immediately after
completion in 2017 was not forecast when 2017 rates were set, which followed the requirements
of Direction No. 5 at the time. The unforecast addition of the Tilbury Expansion Project to rate
base in 2017 would create differences in interest expense, income taxes, and equity return
compared to the forecast of the same items included in 2017 rates. FEI's Flow-through deferral
account would capture the differences between actual and forecast*' interest expense and
income tax expense, but not the difference in equity return. As FE| must have an opportunity to
earn a fair return on its investment in the project,*? the difference in the equity return under the
proposed treatment must be captured and credited to FEI. FEIl's proposal is that the equity
return be captured as a reduction to FEI's 2017 Revenue Surplus deferral account as described
3 in Section 12.4.1.1.

In summary, FElI's is proposing to add the Tilbury Expansion Project to rate base after
completion in 2017. However, to provide the utility with an opportunity to earn a fair return on its
investment, FEI must be provided with an equity return in lieu of AFUDC. FEI's proposal that the
equity return be captured as a reduction to FEI's 2017 Revenue Surplus deferral account
achieves this and results in an overall beneficial result that is fair to both FEI and its customers.

As discussed in Section 7.2.2.1, FEI's proposal to include the Tilbury Expansion Project in rate
base for a portion of 2017 requires FEI| to recover a rate base equity return on the project for
that period of time, in lieu of collecting AFUDC. FEI believes the simplest way to recover the
equity return is through a reduction to the credit recorded in the existing 2017 Revenue Surplus
account. The example below is a calculation of FEI's required 2017 equity return for the Tilbury
Expansion Project, using a September 1, 2017 in-service date for rate base purposes and $461
million in total capital transferred to rate base:

$461 million x 38.5% equity x 8.75% ROE x 4/12 = $5.177 million

While the $5.177 million amount assumes a September 1, 2017 in-service date, the actual
addition to the 2017 Revenue Surplus account could vary if the project’s in-service date is
delayed to a future month in 2017.

19.1 Is there a standard protocol or typical expectation as to when projects are added
to ratebase relative to the project’s completion, or any other protocol? Please
explain.

0 N O O
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Response:

FEI's current practice is to add CPCN projects to Rate Base on January 1 of the year following
when the project goes into service. This treatment addresses concerns about forecasting the
exact month that these large projects should enter rate base.

Under some regulatory plans in the past, FEI has instead added CPCN projects to Rate Base
the month after the project goes into service. In this case, in the revenue requirement, a
forecast of the in-service date and a consequent 13-month adjustment is made.

Smaller projects that are not CPCNSs are added to Rate Base in the month after the project goes
into service. For the revenue requirement, these projects are assumed to enter rate base mid-
year.

In all cases, AFUDC is calculated until the project enters rate base, such that FEI receives the
same rate base return both while the project is outside of rate base, and while it is in rate base.

Please also refer to the response to CEC IR 1.19.4 where FEI sets out considerations that are
specific to the Tilbury Expansion Project.

19.2 Does FEI still anticipate completing the project by September 1, 2017? If no,
please provide FEI's current expectation.

Response:

No. The completion of the Tilbury Expansion Project has been delayed due to an incident that
occurred on August 19, 2017. The Contractor conducting the start-up/commissioning of the
plant reported a brief ignition from a refrigerant line, which was extinguished shortly thereafter.
Fire detection and suppression equipment on site was activated and functioned as designed,
containing the incident. Emergency response procedures were also activated and worked as
planned. However, the investigation into the cause of the fire and any necessary repairs will
delay the completion of the project at least until the end of 2017. As a consequence, FEI has
revised the date for the Tilbury Expansion to be included in rate base to January 1, 2018. An
Evidentiary Update reflecting this change is being filed concurrently with these IR responses on
September 26, 2017.
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19.3 Based on FEI's completion date expectation, please provide an estimate of the
cost to ratepayers (in $) of FEI's proposed change to include the Tilbury
Expansion Project in ratebase upon completion and collecting a return on equity
versus collecting AFUDC after project completion.

Response:

FEI has now revised its forecast to include Tilbury Expansion in rate base on January 1, 2018
such that this question is no longer relevant (i.e. there is no longer a comparison to be made
between including in rate base or calculating an AFUDC return).

19.4 Does the Commission have full flexibility to determine when to include the Tilbury
Expansion project into ratebase given the change to Direction 5? Please explain
why or why not.

Response:

Direction No. 5 requires the Commission to allow FEI to include the Tilbury Expansion project in
utility rate base, but the Direction No. 5 amendments cited in the preamble provide flexibility for
the Commission to determine when the project is included in rate base. However, FEI believes
that the Tilbury Expansion should be added to rate base when it is in service. As soon as the
Tilbury Expansion facility is complete and operating it will be employed in providing utility
service, meaning the facility belongs properly in rate base at that point, attracting the allowed
return on rate base (debt interest and ROE) and being depreciated at approved depreciation
rates.

If the Tilbury Expansion project were artificially kept out of rate base (an approach which FEI
does not agree with), the rate base-related cost of service (i.e., the cost side, mainly the rate
base return and depreciation expense) would not be included in the revenue requirement
calculations while at the same time the revenues from LNG sales (i.e. the revenue or benefit
side) from the Tilbury Expansion facility would be providing an offset to revenue requirements to
be collected from non-bypass customers. AFUDC would continue to be recorded on the capital
costs until the project was added to rate base. If this approach was taken, rate volatility would
result. There would be rate reductions while the facility was not in rate base, but was generating
revenues, followed by a large rate increase when the facility was added to rate base (inclusive
of the additional accumulated AFUDC). FEI's aim in bringing the Tilbury Expansion project into
rate base has been to try to match as much as possible the benefits and costs of the project to
avoid rate volatility of this nature.
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19.4.1. If yes, please provide a comparison of the costs to ratepayers of
deferring the inclusion of Tilbury expansion to ratebase To January 1,
2018; June 30, 2018 and January 1, 2019.

Response:

Please refer to FEI's Evidentiary Update filed concurrently with these IR responses on
September 26, 2017, for the effects of adding the Tilbury Expansion Project to rate base on
January 1, 2018.

In addition to the concerns about rate volatility described in the response to CEC IR 1.19.4, a
deferral of the addition of the Tilbury Expansion project to rate base to January 1, 2019 would
cause an additional $27 million of AFUDC to accrue on the project. The additional $27 million of
AFUDC would be collected from FEI rate payers through depreciation expense and other rate
base carrying costs over the life of the assets. The total effect of the accrued AFUDC in 2019
would be to add $2.7 million to the annual revenue requirements.

If FEI deferred the addition of the Tilbury Expansion project to rate base to July 1, 2018 the
effect would be approximately half of what is described above.

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

Response:

The Revenue Surplus deferral account attracts a weighted average cost of capital return, which
includes interest, as approved by Commission Order G-182-16.

19.6. Please provide a forecast for 5 years of the utilization of the LNG production
capacity for the Tilbury Expansion project.
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1 Response:

2 The table below provides a 5 year forecast of the utilization of the LNG production capacity for
3 the Tilbury Expansion project.

2018 2019 2020 2021 2022

Average Contracted LNG 1,111,250* 2,800,000 4,700,000 5,700,000 7,100,000
Demand Forecast (GJ per
year)

Production Capacity 12,500,000 12,500,000 12,500,000 12,500,000 12,500,000
(GJ per year)

Utilization Percentage 9% 22% 37% 45% 57%
(Forecast LNG Demand /
Production Capacity)

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

5
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Reference: Exhibit B-2, page 135

Additionally, given FEI is forecasting a 2018 revenue surplus of $3.824 million as shown in the
financial schedules.,” FE| is now seeking approval to also add the forecast 2018 revenue
surplus to the 2017 Revenue Surplus account and to re-name the account to the 2017-2018
Revenue Surplus account

In summary, the following amounts are forecast to be added to the deferral account in 2017 and
2018.

Table 12-3: 2017-2018 Revenue Surplus Account Additions

(5 millions) Additions

2017 forecast revenue surplus (G-182-16) S 32012
Tilbury Expansion 2017 equity return (5.177)
2018 forecast revenue surplus 3.824
Total Revenue Surplus to be returned in future years (excluding WACC Return) $ 30.659

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

to ratepayers immediately and deferring FEI's capture of its return on equity until
completion of the Expansion Project? Please explain and provide the
calculations.

Response:

To answer this question, FEI first provides a revised Table 12-3 below based on the Evidentiary
Update being filed concurrent with these IR responses on September 26, 2017.

($ millions) Additions
2017 forecast revenue surplus (G-182-16) S 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) S 39.972

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

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

above in 2018 rates would be a decrease to delivery rates of 5.0 percent. Given the expected
rate increases to FEI customers in 2019 as the result of the LMIPSU project, FEI has requested
to maintain rates at 2017 levels to smooth rates for customers.
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21. Reference: Exhibit B-2, page 87

When caiculating the actual customer growth adjustment for this Application, FEI noted an error
in the average customer count used for the 2015 actual customer growth adjustment in the
Annual Review for 2017 Rates Application. FEI has corrected the error and included an
adjustment to the earnings sharing to be returned in 2018. The error was a transposition of 2
digits in 2015 Average Customers (Line 1, Table 10-3) which resulted in the average customer
count for 2015 being 18,000 too high, which caused a greater than required adjustment to the
2016 projected earnings sharing amount of $0.037 million pre-tax ($0.027 million after tax). FEI
has included the adjustment in Table 10-1 above and has provided details of the calculation in
Table 10-4 below.

Table 10-4: Correction to 2015 Adjustment for Actual Customer Growth

Fied in 2036
Mos. Aonwa Beview
No. Particuiany Corected  for 2007 Sates [(Mffersoge Motes
1 Average Customen 2019 a6 e, (34000 Trariposed 2018 Average Customen
2 Average Custormers 2034 o R ¥54, 19 .
3 Growthin Average Customen asn nsn {18 0000
4 Average Customer Growth 0 95N L0
s “n )
6 Average Customer Growth 1o De recast in Formeds O ™ LAaOM™
7 2015 Net inflation Factor 0.201% 0.201%
8§ 2004 Reforecast Sustasnement,/Other Capital $ s S 111882
9 2005 et ¥ doic § W/ Other Cagutal $ 1es § s 5 (Lo8n
10 2005 Yeur Formulax Sustainment/Other Capital 130 %01 130 %08
11 Sustainment/Other Capital Increase from actual growth $ 1 § 1M § (LA
12 WA Yewr $ o3 $ 19 5 N
4]
M (guty Cost Component LI LN L
15  Owbt Cost Component 36N ) 6N 364N
16 Lamed Return on incremmentsl Cagital Reguirements (pre-tam) $ 0081 $ 0088 $ (ooan
17 Earmed Raturn on ¥ Cagital Ragn (afrer-tan) $ oo § Q073 § (0027 Correction induded in 2008 E5M

21.1 Please confirm or otherwise explain that there is no impact on the Earnings
Sharing in O&M as a result of the transposition of digits in the 2015 Average
customers.

Response:

Confirmed. The adjustment for Actual Customer Growth is only applied to Formula CapEx and
does not impact Formula O&M.
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22. Reference: Exhibit B-2, page 87 and page 88

10.1.3 True-Up for 2016 Actual Earnings Sharing

In FEI's 2016 Annual Report to the Commission, FE| cailculated the final 2016 earnings sharing
based on the final 2016 results. The final amount of eamings sharing for 2016 was $4.045
million, which was $0.361 million higher than the $3.684 million projected for 2016, as shown in
Table 10-5 below. As a result, FEI is increasing its 2018 earning sharing by the after-tax amount
of $0.361 million as shown in Table 10-1 above.

Table 10-5: Calculation of 2016 Actual Earnings Sharing true-up ($millions)

Une After-tax
No, Particulars Amount Reference
1 2016 Actual Earnings Sharing account ending balance (4.045) 2016 FEI BCUC Annual Report
Annual Review of 2017 Rates
Compliance Filing financial schedules,
2 2016 Projected Eamings Sharing account ending balance (3.684) Schedule 12, Une 8, Column 2
3 2016 Eamnings Sharing account true-up (0.361)

10.1.4 Financing

FEI has caiculated the financing on the deferral account balances that result from the amounts
described above. As the balances are positive, financing consists of credits to customers at
FEI's WACC. As shown in Table 10-6 below, FEI has caiculated a $0.104 million credit to true-
up for 2017 projected financing and a forecast $0.070 million credit for 2018 financing. This
results in a total after-tax financing adjustment of $0.174 million to be distributed to customers
as shown in Table 10-1 above.

Table 10-6: Calculation of Earnings Sharing financing ($Smillions)

Une After-tax
No. Particulars Amount  Reference
1 2017 Projected Earnings Sharing finandng (0.20%)

Annual Review of 2017 Rates Compliance Filing
financial schedules, Schedule 12, Une 11,

2 Less: 2017 Forecasted Earnings Sharing financing {0.201) Column 4

3 2017 Earnings Sharing financing true-up (0.104)

4  Add: 2018 Forecasted Earmings Sharing financing (0.070) Section 11, Schedule 12, Une 20, Column 4
5 2017/2018 Financing Adjustments (0.174)

22.1 Why is financing on the deferral account balances calculated at the Weighted
Average Cost of Capital (WACC) the appropriate assessment for credits for
customers? Please explain.

Response:

The financing on the Earnings Sharing deferral account was determined by the Commission in
Order G-162-14 where the Panel stated: “Accordingly, the Commission Panel approves the
establishment of the Earning Sharing deferral account. This deferral account shall have a one
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year amortization period and shall earn a return based on FEI's Weighted Average Cost of
Capital. This treatment is consistent with FEI's other currently approved deferral accounts.”

The return for deferral accounts is determined on a case by case basis, based on a number of
considerations. Whether the balance is a credit or a debit at a point in time is generally not one
of the considerations, since most deferral accounts (including the earnings sharing account) can
have either debit or credit balances.
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23. Reference: Exhibit B-2, page 143

The Company's 2009 to 2016 annual and 2017 year-lo-dale emergency response time resulls
are provided below. The improved response time since 2014 in all operating Zones is a
reflection of a combination of factors including a decrease in the number emergency events and
changes made to technician shift schedules starting January 2015. The changes to shift
schedules were made to provide more emergency response capacity in the late afternoon and

early evening

Table 13-2: Historical Emergency Response Time

June
Description 2009 2010 2011 2012 2013 2014 2015 2016 2017 YTD
Results OFT.7T% | 97T.7T% | OT.9% | 97 4% | 97 4% | 96.7% | 97.3% | 97 4% ar. %
Benchmark n'a nia n/a n/a n/a 97T T% | 97.T%  97.T% a7 %
Threshold na nia n'a nfa nla 96.2% | 96.2%  96.2% 96 2%

23.1 Does FEI expect the 2017 annual performance to continue to meet benchmark?
Please explain why or not.

Response:

The Emergency response times have been trending positively in the past several years and the
2017 YTD result is at the benchmark. FEI is working towards achieving the Benchmark of 97.7

in 2017.
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24. Reference: Exhibit B-2, page 145

Target Zero is the continual improvement program which was launched in January 2016. This
program focuses on a number of key elements designed to enhance the existing safety
management system and engage employees at all levels in safety as well as promote an
interdependent safety environment. The Company believes this program has contributed fo the
positive safety trend experienced.

The Company’'s 2009 to 2016 and 2017 year-to-date AIFR results are provided below.

Table 13-4: Historical All Injury Frequency Rate Results

e ptio UUS U10 U I L) U14 U 0

Annual Results 249 2.66 1.66 1.91 3.02 1.73 252 213 213
Three year 255 | 226 227 | 208 2.20 222 | 242 | 213 2.26
relling average

Benchmark n/a n/a n/a n/a nfa 208 208 208 208
Threshoeld nia n/a n/a n/a nfa 295 295 295 2.95

24.1 Does FEI have any expectations that its annual results for the AIFR will become
better than benchmark during the PBR period? Please explain why or why not.

Response:

The All Injury Frequency Rate (AIFR) has been trending positively and the YTD 2017 annual
result is approaching the benchmark. FEI is working towards achieving the benchmark of 2.08 in
2017. Improvements in the AIFR annual results are difficult to predict. The Company will
continue to reinforce diligence in all worker safety protocols and look for further opportunities for
continual improvement.
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25. Reference: Exhibit B-2, page 148

While the 2017 year-lo-dale results are above the benchmark, meter reading accuracy results
were lower than previous years dunng the first several months due to challenging winter
weather condihons

Table 13-9: Historical Meter Reading Accuracy Results

N “lile 200 010 0 0 D13 ' 2018 0
U »

Annual Results na na na na 92 5% 97 0% a7 5% 96 9% 95 5%
Benchmark | va | na n‘a na na 950% | 950% | 950% | 950%
Threshold | na na na na na 920% | 920% | 920% 92.0%

25.1 Please elaborate on the challenging weather conditions and why these resulted
in a decline in the meter reading accuracy indicator.

Response:

Due to the unusual and sustained winter weather experienced within the Lower Mainland, an
unusual amount of snow blanketed the Lower Mainland in the first quarter of 2017. This
resulted in a significant challenge for our meter readers to safely access customers’ meters and
increased the number of meter readings that needed to be estimated.

25.2 Please confirm that FEI expect the Meter Reading Accuracy Indicator to remain
at or above benchmark for the remainder of the PBR term.

Response:

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

25.2.1 If not confirmed, please explain why not.

Response:
Please refer to the response to CEC IR 1.25.2.
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