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Topic 1: FEI Obfuscation of Amalgamated Transmission Cost of Service for Large 1 

Industrial Customer Firm Service and Current R:C Ratio Significance in 2 

Rate Design 3 

FEI is proposing to combine the VIGJV, BCH IG, and Creative Energy under a new proposed 4 

RS22. In FEI’s opinion these 3 customers are similar and in BCUC’s IR No. 1 the Commission 5 

asked the following [1], 6 

 7 

The Commission’s question was asking for FEI’s opinion on the similarities and differences 8 

amongst 3 distinct customers and the average RS22 customer. The Commission was also 9 

asking FEI for the “existing R:C ratios and M:C ratios before rate design proposals and 10 

rebalancing”. FEI’s response was that the VIGJV and BCH IG R:C and M:C ratios were “not 11 

applicable”. Previous utilities have disclosed VIGJV’s R:C ratio [2], so it follows VIGJV’s R:C 12 

ratios have been historically applicable to rate design. It appears that FEI is communicating the 13 

VIGJV R:C ratio “after” rate design proposals, but appears to be silent on the current R:C ratio 14 

for the VIGJV. 15 

1. What is the current R:C ratio for the VIGJV, calculated as per the past practice of 16 

other utilities that have served the VIGJV (namely exclusion of distribution plant 17 

costs for the VIGJV)? In your response please use the current amalgamated utility cost 18 

of transmission service, not the regional cost of transmission service. 19 

  20 

Response: 21 

While FEI disagrees with the premise that the cost allocation in the question is appropriate, the 22 

R:C ratios for the VIGJV and BC Hydro IG with distribution plant costs excluded are presented 23 

below.  24 
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 Revenue ($000) Allocated Costs ($000) R:C Ratio 

VIGJV 4,572 2,794 163.6% 

BCH 15,735 8,591 183.2% 

 1 

It is important to note that VIGJV does not take gas at transmission pressure, rather the VIGJV 2 

facilities take gas at distribution pressure or intermediate pressure and, like other customers, 3 

FEI has facilities in place to step down the pressure at the various VIGJV sites to serve them 4 

and the surrounding businesses and communities.  5 

The above cost allocation is also inappropriate because it is inconsistent with FEI’s customer 6 

segmentation.  FEI does not segregate its customers based on the pressure of gas it delivers, 7 

and therefore has no distribution pressure or transmission pressure service. Rather, FEI 8 

segregates its customers based on load characteristics of annual consumption and load factor 9 

(i.e., how much the customer consumes on average as compared to its peak demand) and 10 

nature of the service (i.e., sales or transportation).  Based on FEI’s customer segmentation, the 11 

VIGJV is similar to other large industrial customers served by FEI under Rate Schedule 22 and 12 

should be allocated distribution costs similarly.  13 

The question also assumes that the VIGJV will be eligible to carry on taking service as a single 14 

entity going forward. However, in order for the individual mills in the VIGJV to be treated like all 15 

other industrial customers of FEI, it would be necessary to disaggregate the group into five 16 

separate customers after the current VIGJV agreement ends, each of which would have to have 17 

an individual transportation agreement with FEI with individual firm service contract quantities. 18 

 19 

 20 

 21 

2. What is the current R:C ratio for the BCH IG, calculated as per the past practice of 22 

other utilities that have served BCH IG (namely exclusion of distribution plant 23 

costs for the BCH IG)? In your response please use the current amalgamated utility 24 

cost of transmission service, not the regional cost of transmission service. 25 

 26 

Catalyst Paper asks that FEI exclude distribution demand costs in answering the two 27 

questions above so that a reader will be informed of how the VIGJV’s current R:C ratio 28 

before rate design proposals and rebalancing compares to historical R:C ratios. 29 
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 1 

  2 

Response: 3 

Please refer to the response to Catalyst-FEI IR 2.1. 4 

 5 

 6 

 7 

 8 

The recent process of amalgamation and postage stamp rate design resulted in a rate reduction 9 

because the amalgamated utility’s average cost of service was less than the equivalent cost of 10 

service within the smaller utility, FEVI [3]. The same should apply to the VIGJV, where 11 

previously FEVI’s cost of transmission demand on a volumetric basis was higher than the 12 

amalgamated utility’s average cost of transmission demand. From this it follows that the VIGJV 13 

should see a lower cost of service under the amalgamated utility. 14 

3. Please confirm that VIGJV’s current and proposed RS22 rates have benefitted 15 

from FEI’s amalgamation. 16 

  17 

Response: 18 

FEI interprets the question to be asking what the impact of amalgamation has been on the 19 

VIGJV rates, current and proposed. 20 

The common rates application stated that the VIGJV was not impacted by the common rates 21 

proposal.  Prior to filing the common rates application, FEI representatives met with and had 22 

discussions with each of the individual members of the VIGJV to discuss the proposal for 23 

amalgamation and the appropriate approach for the agreement between FEI and the VIGJV 24 

going forward under the Amalgamated Entity. At the time of consultation, the Transportation 25 

Service Agreement (TSA) with the VIGJV was set to expire on December 31, 2012, subject to a 26 
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five-year extension as mutually agreed to by both parties, with notification to FEVI prior to 1 

October 1, 2011. Given the timing of the application to amalgamate, the VIGJV and FEI agreed 2 

to extend the TSA for a five year term with VIGJV having the right to terminate the extension 3 

without penalty if amalgamation was approved. If the VIGJV chose to terminate the TSA upon 4 

amalgamation, the VIGJV would have the option to receive transportation service pursuant to 5 

one of FEI’s rate schedules available to large industrial customers.  This gave the VIGJV the 6 

option to choose to stay with the terms of the TSA post amalgamation, so that the VIGJV’s 7 

current rates to December 31, 2017 would not change as a result of amalgamation, as the rates 8 

within the TSA have an annual adjustment tied back to a consumer price index. 9 

As discussed in the common rates proposal, in the absence of amalgamation FEVI customers 10 

were facing possible significant rate increases.  If the common rates proposal was not 11 

approved, the RSDA balance was expected to be depleted by 2017 at which time FEVI 12 

customers were estimated to see rate increases in the range of 20 percent.  Therefore, after 13 

December 31, 2017, the VIGJV, or the individual members within it, would have likely faced rate 14 

increases if the common rates proposal was not approved.  15 

FEI’s proposed firm RS 22 rate of $0.972/GJ is only slightly lower than he VIGJV attracts 16 

distribution costs based on their firm demand of 13 TJ/Day and based on 5 customers (5 mills). 17 

Overall, this amounts to approximately 1.27 percent of Distribution demand-related costs and 18 

0.58 percent of the Distribution customer-related costs totaling $2.2 million and $1.7 million, 19 

respectively.  20 

FEI does not define a separate transmission service area or rate.  21 

 22 

 23 

 24 

 25 

FEI supported all FEVI core customers receiving a rate reduction from amalgamation [6]. 26 

5. Please confirm if FEI supports similar treatment for the VIGJV and BCH IG under 27 

amalgamation?  If not please explain. 28 

  29 

Response: 30 

FEI supports similar treatment of RS 22, VIGJV and BCH IG under amalgamation in the manner 31 

proposed in the Application. As explained in Section 9.8.5.2 of the Application, FEI supports 32 

establishing a postage stamp, cost of service-based firm rate for large industrial customers 33 

under amalgamation. FEI has proposed that RS 22, VIGJV and BC Hydro IG be grouped 34 

together to derive firm rates based on the allocated cost of service results. FEI believes that this 35 

option is consistent with the rate design principles of fair apportionment of costs and avoidance 36 

of undue discrimination among similar types of customers. Similar treatment of all large 37 

industrial customers is also consistent with government policy in favor of postage stamp rates.    38 
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Please refer to FEI’s response to Catalyst-FEI IR 2.3 for a discussion of the benefits to the 1 

VIGJV under the proposed firm rate for RS 22.  2 

 3 

 4 

 5 

6. Please confirm that the VIGJV’s current cost of service on a volumetric basis is 6 

less than it has been in historical COSA such as footnote [2].  If this is not the 7 

case, please explain. 8 

  9 

Response: 10 

Not confirmed. The VIGJV’s volumetric allocated cost of service from Schedule 34B-10 included 11 

in Exhibit B-1-0 in TGVI’s Application for Approval of 2010 and 2011 Revenue Requirements 12 

equals $0.832 per GJ ($2,430,018 / 2,920,000 GJ). The VIGJV does not have a separately 13 

allocated cost of service in this Application, as the VIGJV is included as a customer in RS 22 14 

Firm whose volumetric allocated cost of service is $0.978 per GJ ($21,4291 thousand/ 21,9002 15 

TJ). 16 

In the Common Rates Application, referenced in the footnote included in the preamble, FEI 17 

treated VIGJV revenues (among other customers’ revenues) as credits to the cost of service; 18 

therefore no costs were allocated to the VIGJV in that application. 19 

Comparing VIGJV’s historical (pre-2012) allocated cost of service with the allocated cost of 20 

service in this Application is inappropriate. Historical COSAs were based on FEVI prior to 21 

amalgamation and so are not readily comparable, as the utility rate base, cost of service, total 22 

consumption, peak day demand and total customers are materially different between FEVI as a 23 

standalone utility and as part of the amalgamated utility.  24 

 25 

 26 

 27 

 28 

FEI’s Written Reply Argument on COSA and revenue to cost ratios stated, “Catalyst disagrees 29 

that it should be allocated distribution costs under the proposed Rate Schedule 22, especially in 30 

comparison to the grandfathered treatment of Rate Schedules 22A and 22B.” [7]. 31 

                                                
1  Appendix 12, Schedule 1. 
2  21,900 TJ = (13 TJ/Day VIGJV Firm + 45 TJ/Day BCH IG Firm + 2 TJ/Day Creative Energy Firm) x 

365 Days. 
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The VIGJV has not had distribution demand costs allocated to it in any COSA since 1991 and 1 

RS 22A and 22B have not had distribution costs allocated since at least 1993. There is no 2 

precedent or history to justify adding distribution demand costs to the VIGJV, nor 22A and 22B. 3 

7. Please confirm that FEI believes all transmission customers should be allocated a 4 

portion of distribution demand costs. 5 

  6 

Response: 7 

Not confirmed as FEI does not have a transmission service nor transmission customers as 8 

described in the question. It is also important to note that VIGJV facilities do not take gas at 9 

transmission pressure.  The VIGJV facilities take gas at distribution pressure and, as it does for 10 

other distribution pressure customers, FEI has facilities in place to step down the pressure at 11 

the various VIGJV sites. 12 

Close proximity of any customer to a transmission pressure pipeline should not be a reason to 13 

avoid allocating distribution related costs to that customer. Many of FEI’s residential, 14 

commercial and industrial customers are located in close proximity to transmission pressure 15 

pipelines; however, if the customers are in the same rate schedule (i.e. they have similar 16 

characteristics) then they are allocated costs as a group. If the group causes a certain type of 17 

costs (e.g. distribution costs), then all customers in that group are allocated those costs and 18 

consequently those costs affect their rates. 19 

As indicated in response to BCUC IRs 1.34.3 and BCUC 1.34.4, the VIGJV mills have similar 20 

characteristics to other FEI industrial customers; accordingly, these customers are treated as 21 

one group in the COSA and allocated costs based on the costs caused by the entire group of 22 

customers. 23 

As identified in the Application, if the closed RS 22A and RS 22B were not grandfathered, they 24 

would also be grouped with the VIGJV, BCHydro IG and RS 22 customers into one customer 25 

group and be allocated costs based on cost causation, which would include distribution-related 26 

costs. 27 

 28 

 29 

 30 

8. Please confirm that FEI believes distribution customers and transmission 31 

customers should be charged the same rate. 32 

  33 

Response: 34 

Not Confirmed. FEI does not distinguish its customers based on whether they are connected to 35 

the distribution system or transmission system. As explained in response to FEI-Catalyst IR 2.5, 36 
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FEI believes that under amalgamation all similar types of customers should be charged postage 1 

stamp rates irrespective of their location on FEI’s system. 2 

As explained in FEI’s written reply argument on COSA and revenue to cost ratios (refer to PART 3 

Two, page 13), FEI’s treatment of RS 22A and RS 22B customers is consistent with the 4 

Commission determination to close these rate schedules in its 1993 Phase B Rate Design 5 

Decision. Therefore, RS 22A and RS 22B are grandfathered with respect to their terms and 6 

conditions of service and how FEI allocates costs to them in COSA.   7 

 8 

 9 

 10 

 11 

In previous Commission decisions, the Commission has explicitly acknowledged a distinction 12 

between “distribution” and “transmission” customers when it stated, “The Commission is 13 

cognizant both of fairness considerations and the possible disincentives to potential new 14 

transmission customers. Therefore, it intends to monitor Centra’s rates for both distribution and 15 

transmission service to ensure that no undue burden is placed on any one customer class.” [8] 16 

9. Please confirm that FEI acknowledges the existence of transmission customers 17 

within the amalgamated utility. 18 

  19 

Response: 20 

Not confirmed.  As explained in response to Catalyst-FEI IR 2.1, FEI does not have a 21 

transmission pressure service nor a distribution pressure service. 22 

 23 

 24 

 25 

10. If there are no transmission customers within the utility, please provide the date 26 

when FEI’s last transmission customer stopped operating. 27 

  28 

Response: 29 

Please refer to the response to Catalyst-FEI IR 2.9. 30 

 31 

 32 

 33 

 34 
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In the previous Commission decision, the accepted cost allocation for “transmission” customers 1 

was a fully allocated cost of service [FACOS] for Firm Transportation [FT] and the utility’s cost 2 

allocation was described by the Commission as, “Centra allocates transmission capacity costs 3 

using a one coincident peak methodology. Centra defines this method as the allocation of 4 

demand (transmission capacity) cost on the basis of a single demand value for each class at the 5 

time of the transmission system peak demand. Specifically, Centra proposes to allocate 6 

transmission capacity costs based on the firm contract demands of customers and the physical 7 

design capacity of the system. Centra allocates transmission capacity for the CDS [Centra 8 

Distribution System] as the residual of total system capacity less the contract demands of the 9 

Joint Venture, BC Hydro and Squamish Gas.” [9] 10 

The Commission’s determination was that the full cost of service for “transmission” customers 11 

was $ 0.749/GJ (not including RDDA amortization), as proposed by the utility [10]. 12 

11. Please confirm that FEI’s proposed RS22, which allocates distribution costs to the 13 

VIGJV and BCH IG is consistent with previous Commission approved cost 14 

allocation methodologies for transmission customers. 15 

  16 

Response: 17 

In the FEI 2001 Rate Design there was no firm load from the RS 22 customers, and therefore no 18 

demand-related costs of the transmission function or distribution function were allocated to 19 

these customers. However, distribution function customer-related costs were allocated to RS 22 20 

customers. The basis for setting the interruptible Delivery Charge for RS 22 was on a value of 21 

service basis using the RS 5/25 Demand Charge and Delivery Charge discounted using a 100% 22 

Load Factor. This resulted in a lower interruptible Delivery Rate for RS 22 than for RS 27. Also, 23 

for RS 22 there was a further adjustment to the Delivery Charge as a result of the negotiated 24 

settlement. There was no firm Delivery Rate or Demand Charge approved by the Commission; 25 

consistent with the Phase B Rate Design Decision, a new or existing large industrial customer 26 

wanting firm service would have to negotiate rates, which would have to be approved by the 27 

Commission. 28 

FEI’s proposed RS 22 has not followed the COSA or rate design methodologies of FEVI prior to 29 

amalgamation.  The Cost of Service Allocations for FEVI prior to amalgamation did not allocate 30 

distribution plant nor distribution O&M related costs to VIGJV or BCH IG.  Transmission related 31 

costs were allocated first to the transport service customers (VIGV, BC Hydro IG, Squamish and 32 

Whistler) based on their capacity requirements, and the residual transmission related costs 33 

were then allocated to all other FEVI customers based on their peak day demand. While FEI 34 

has allocated distribution-related costs to the VIGJV and BC Hydro IG in this Application, 35 

transmission-related costs are not allocated first to transport service customers with the residual 36 

to all other customers, but rather are allocated impartially based on a customer group’s 37 

contribution to peak day demand.  38 
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For the large industrial customers that are not served under grandfathered RS 22A and RS 22B, 1 

FEI is proposing a COSA methodology that can be used to determine firm and interruptible 2 

rates on a postage stamp basis. As explained in the response to Catalyst-FEI IR 2.5 and 3 

Section 9.8.5.2 of the Application, FEI believes that establishing postage stamp rates for large 4 

industrial customers as proposed in the Application is consistent with the rate design principles 5 

of fair apportionment of costs and avoidance of undue discrimination among similar types of 6 

customers. Similar treatment of all large industrial customers is also consistent with government 7 

policy in favor of postage stamp rates.  8 

 9 

 10 

 11 

12. If not, please detail differences between the proposed RS22 and previous 12 

methodologies. 13 

  14 

Response: 15 

Please refer to the response to Catalyst-FEI IR 2.11. 16 

  17 
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Topic 2:         “Postage Stamp Rate Design” of Large Industrial Firm Service 1 

FEI is proposing to combine the VIGJV, BCH IG, and Creative Energy under a new proposed 2 

RS22. In FEI’s opinion these 3 customers are similar, should be combined, and that by 3 

combining these 3 customers a valid cost of firm service for all large industrial customers in the 4 

amalgamated service area can be established. 5 

FEI also has 14 other similar large industrial customers (non-bypass) in the same amalgamated 6 

service area that have identical requirements in terms of high volume, firm service. 7 

FEI in this application has justified the combination of the VIGJV, BCH IG, and Creative Energy 8 

as following from amalgamation and common rates design [11]. In FEI’s 2012 Common Rates, 9 

Amalgamation and Rate Design Application [12], FEI states the following, 10 

 11 

Since FEI is now proposing to have similar large volume, firm transportation customers in the 12 

amalgamated service area with wildly varying rates (22A, 22B, and 22 proposed), it appears 13 

that FEI is not following their own stated goal that, “Postage stamp rates will be equitable for all 14 

customers and eliminate the rate discrepancies across FEU service areas.” (emphasis added). 15 

If FEI were to combine all 17 non-bypass similar Large Volume Firm Transportation (LVFT) 16 

customers across the common service area, and apply transmission costs only for cost 17 

allocation (RS22A, RS22B, VIGJV, and BC Hydro IG footnotes [2],[8],[9],[10] and [13]), this 18 

would represent a true cost of providing this service across the region. 19 

As Mr. Todd explained during the SRP, “… you may want to consider picking different classes if 20 

there is customers who cannot be served at distribution pressures.”, “… you don’t want to 21 

differentiate customers by how they’re served because of location, but how they’re served 22 

because of what their requirements are.”, and “this becomes what we call classification, how we 23 

structure our rate classes and it’s not really a cost allocation issue, because the way you 24 

structure rate classes then has an effect on the way you do cost allocation.” [14] (emphasis 25 

added). 26 

From this it follows that LVFT customers should be grouped together in a common rate class. 27 

This common rate class should be treated equally irrespective of where they are located on the 28 

Fortis transmission system. 29 
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13. Please confirm that FEI agrees with Mr. Todd’s assertion that customers should 1 

be served on the basis of what their requirements, rather than where they are 2 

physically located within the service area. 3 

  4 

Response: 5 

FEI does not agree with the assertions made by Catalyst in the preamble to their question and 6 

believes that its rate design proposal and customer segmentation for RS 22 is aligned with Mr. 7 

Todd’s comments that customers should be served on the basis of what their requirements are, 8 

rather than where they are physically located within the service area. As noted in response to 9 

Catalyst-FEI IR 2.1, the VIGJV facilities do not take gas at transmission pressure; rather, they 10 

take gas at distribution pressure or intermediate pressure and FEI has facilities in place to step 11 

down the pressure at the various VIGJV sites to serve them and the surrounding businesses 12 

and communities.  In any case, FEI does not segregate its customers based on the pressure of 13 

gas they receive and therefore, has no distribution pressure or transmission pressure service. 14 

Rather, consistent with Mr. Todd’s comments, FEI segregates its customers based on load 15 

characteristics of annual consumption and load factor (i.e., how much the customer consumes 16 

on average as compared to its peak demand) and the nature of the service (i.e., sales or 17 

transportation).   18 

 19 

 20 

 21 

14. Please confirm that FEI agrees with Mr. Todd that customers that cannot be 22 

served with distribution pressures/mains may be treated differently than 23 

distribution customers that have lower requirements for pressure and volume. 24 

  25 

Response: 26 

Please refer to the response to Catalyst-FEI IR 2.13. 27 

 28 

 29 

 30 

15. Please confirm and detail if FEI has explored the option, has performed any 31 

calculations, of a LVFT rate class across the amalgamated service area. If yes, 32 

please provide the data. 33 

  34 

Response: 35 

FEI’s RS 22 proposal, based upon Option 2: Postage Stamp Cost-Based Rates for Large 36 

Volume Industrial Transportation, is a postage stamp rate across the amalgamated service 37 

area.  In the early stages of its rate design process, FEI explored in a preliminary way the 38 
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potential to include RS 22A and RS 22B customers in the proposed RS 22, but concluded that 1 

RS 22A and 22B should not be part of this group as these rate schedules are grandfathered and 2 

are closed to new entrants. Any new large industrial customer in the Interior or Columbia 3 

regions would be required to take service under RS 22.  There is no data from FEI’s preliminary 4 

consideration that FEI has to provide.   5 

 6 

 7 

 8 

 9 

According to FEI’s table below [16] the total firm demand of all 17 high volume,  industrial 10 

transmission customers is 37,008 TJ/year. 11 

16. Please state the total cost of service for the combined group in total dollars per 12 

year excluding distribution demand costs in $ per year. 13 

  14 

Response: 15 

The total allocated cost of service for the group of customers referenced in the preamble 16 

excluding distribution demand costs is $21,427 thousand per year. 17 

 18 

 19 

 20 

17. Please calculate the average volumetric cost of transmission service ($/GJ) for 21 

this group of 17 large, firm industrial customers. 22 

  23 

Response: 24 

As mentioned in the response to Catalyst-FEI IRs 2.7 and 2.13, FEI does not have a 25 

transmission rate, transmission service or transmission region. The VIGJV takes gas at 26 

distribution pressure.  27 

FEI notes that the total customer count in the referenced table is 42, rather than 17.  28 

However, to be responsive to this question when the allocated cost of $21,427 thousand from 29 

the response to Catalyst-FEI IR 2.16 is divided by the firm volume of 37,008 TJ referenced in 30 

the preamble above, the results equal an allocated cost based firm rate of $0.579 per GJ. 31 

 32 

 33 

 34 
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18. Please summarize in a table the variance between the cost of service calculated in 1 

(17) and the cost of service for each of RS22A, RS22B, VIGJV, and BCH IG. 2 

 3 
  4 

Response: 5 

FEI does not have a transmission service, a transmission rate nor a transmission region and 6 

does not agree that rates calculated on the basis proposed in the question are appropriate.  7 

However, FEI has provided the requested information below. FEI cannot produce a separate 8 

allocated cost of service for BCH IG, VIGJV and RS 22 Firm from Exhibit B-1, Appendix 12, 9 

pages 1771-1781 as the customers were grouped together for cost allocation purposes. FEI has 10 

included a total column for comparison. 11 

Rate Schedule 

Allocated Cost of 
Service from Catalyst-
FEI IR Response 2.16 

($000) 

Allocated Cost 
of Service from 

Exhibit B-1 
($000) 

Variance 
($000) 

RS 22A 6,717 6,977 (260) 

RS 22B 2,556 2,415 141 

 

BCH IG 8,591  

VIGJV 2,794 

RS 22 Firm 768 

Total 12,153 22,183 (10,030) 

 12 

 13 

 14 

 15 
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In FEI’s 2012 Common Rates, Amalgamation and Rate Design Application, FEI stated the 1 

following about postage stamp rates [19], 2 

 3 
 4 

As FEI and EES Consulting state, “… it is difficult to justify the continued rate disparity given the 5 

precedent of postage stamp rates in the Province and the variations in cost of service within 6 

postage-stamped service areas of the FEU already”, and “ … customers are grouped into rate 7 

classes to reflect differences in usage patterns and connection costs.” [19] (emphasis added). 8 

Additionally, in FEI 2016 RDA, FEI highlighted the government’s support for postage stamp rate 9 

design with letters to the Commission noting [20], 10 

 11 

The government stressed, and FEI endorsed, that common rates benefit all customers and 12 

provide access to services at the lowest average cost and promote investment equality across 13 

common service areas. 14 



FortisBC Energy Inc. (FEI or the Company) 

2016 Rate Design Application (the Application) 

Submission Date: 

November 7, 2017 

Response to Catalyst Paper Corporation (Cayalyst) Information Request (IR) No. 2 Page 15 

 

19. Please describe and justify whether the proposed RS22 reflects the postage 1 

stamp rate design principles as described in the quotes above. 2 

  3 

Response: 4 

FEI believes the proposed RS 22 reflects the postage stamp rates design principles described 5 

in the preamble quotes. 6 

As explained in Section 9.8.5.2 of the Application, FEI supports establishing a postage stamp, 7 

cost of service based firm rate for large industrial customers under amalgamation. In FEI’s 8 

opinion, RS 22, VIGJV and BC Hydro IG should be grouped together to derive firm rates based 9 

on the allocated cost of service results. FEI believes that this option is consistent with the rate 10 

design principles of fair apportionment of costs and avoidance of undue discrimination among 11 

similar types of customers. Similar treatment of all large industrial customers is also consistent 12 

with government policy in favor of postage stamp rates. 13 

 14 

 15 

 16 

20. What type of roadblocks to implementing a single LVFT rate class would FEI 17 

expect? 18 

  19 

Response: 20 

Please refer to the response to Catalyst-FEI IR 2.15.  Assuming the Commission approves 21 

FEI’s proposed RS 22, FEI does not foresee any roadblocks in implementing the proposed RS 22 

22 postage stamp cost-based rates for large volume industrial transportation customers.   23 

 24 

 25 

 26 

21. Would these roadblocks differ significantly from the roadblocks FEI encountered 27 

in proposing postage stamp rates in FEI’s 2012 Common Rates, Amalgamation 28 

and Rate Design for all core customers? If so, how would they differ? 29 

  30 

Response: 31 

As indicated in the response to Catalyst-FEI IR 2.20, FEI does not expect any roadblocks to 32 

implementing its proposed RS 22 if approved by the Commission.  FEI similarly did not 33 

encounter any roadblocks to implementing common rates after they were approved by the 34 

Commission.   35 

  36 
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Topic 3:  Alternatives to the Proposed RS22 1 

If the RS22 proposal is accepted, the cost of service for all future industrial firm transmission 2 

customers would not be the lowest average cost of service at $ 0.972/GJ, and that may hinder 3 

future investment. 4 

22. Please confirm if FEI believes the proposed RS22 promotes future investment at 5 

the average cost of service for all LVFT customers? If yes, please explain. 6 

  7 

Response: 8 

FEI disagrees with the statement in the preamble.  FEI’s proposed RS 22 rate is based on the 9 

allocated cost of service of RS 22 customers, BC Hydro IG and VIGJV (as there is only one 10 

such rate proposed, it is also the lowest). FEI has explained that it excluded RS 22A and RS 11 

22B customers from the proposed RS 22 as these are closed, grandfathered rate schedules.   12 

FEI’s proposed firm rate for RS 22 customers will not hinder future investment, as the proposed 13 

firm rate is very similar to the existing firm rates for VIGJV, BC Hydro IG and Creative Energy.   14 

Natural gas will continue to be a convenient, readily available and cost-effective energy source 15 

for industrial purposes in BC under the proposed rates and terms of service. FEI believes that 16 

the proposed rate for RS 22 firm customers is fair, just and reasonable and should be approved 17 

as applied for in the Application. 18 

 19 

 20 

 21 

23. Please confirm whether FEI is open to considering modifications to RS22 as 22 

proposed. 23 

  24 

Response: 25 

Not confirmed. FEI believes that the proposed rate for RS 22 firm customers is fair, just and 26 

reasonable and should be approved as applied for in the Application. 27 

  28 
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Topic 4:         VIGJV Firm and Interruptible Revenue in Rate Design 1 

The treatment of VIGJV’s revenue has varied over time.  During the SRP when Mr. Gosselin 2 

was asked about the treatment of VIGJV revenue in the 2012 COSA, and Mr. Gosselin stated, “I 3 

believe all of the JV’s revenues, IT, firm, were brought as credits to the cost of service and 4 

allocated across.” [21] 5 

24. Please fill in the table below to indicate where the VIGJV revenue has been 6 

accrued and allocated. This will enable the reader to understand the historical and 7 

current treatment of VIGJV revenue with respect to rate design and how the 8 

revenue has been allocated into deferral and surplus accounts that have had 9 

material impact on system wide rate design decisions. (Numbers shown in the table 10 

are not real, they are for illustrative purposes only). 11 

 12 
  13 

Response: 14 

The VIGJV firm and interruptible revenue is not allocated to cover any one particular cost; 15 

rather, the revenue collected is intended to recover the revenue requirement of the Utility. Since 16 

revenues are not allocated to cover any particular cost, it is not possible to know how much of 17 

the revenue from any of FEVI’s rate schedules, prior to amalgamation, contributed to the 18 

accumulated deficiency in the Revenue Deficiency Deferral Account (RDDA), contributed to 19 

paying off the accumulated deficiency in the RDDA or contributed to the surplus in the RSDA. 20 

FEI has, however, included a table below that shows the firm and interruptible revenue for the 21 

VIGJV since 2003. 22 

 23 

For historical context regarding the nature of the RSDA, FEI has included some information 24 

drawn from FEI’s 2012 Amalgamation Application. 25 

$000 2003 2004 2005 2006 2007

VIGJV Firm Revenue 11,917  12,211  6,519     4,089     3,296     

VIGJV Interruptible Revenue -         -         128        875        2,719     

$000 2008 2009 2010 2011 2012

VIGJV Firm Revenue 2,919     2,724     2,714     2,740     2,772     

VIGJV Interruptible Revenue 2,015     2,358     2,287     3,158     3,970     

$000 2013 2014 2015 2016 Total

VIGJV Firm Revenue 4,213     3,818     4,183     4,219     68,335  

VIGJV Interruptible Revenue 1,694     2,836     2,335     2,876     27,252  
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In order to bring natural gas service to Vancouver Island residents, the Vancouver Island Gas 1 

Pipeline Project was initiated in February 1988. Construction began in 1989 and was completed 2 

in 1991. Both the pipeline and distribution facilities received initial financial assistance from the 3 

Federal and Provincial Governments, with the VIGJV customers being eligible for conversion 4 

grants. Under the Consolidated Rate Stabilization Agreement between Centra Gas (the 5 

distribution utility at the time) and the Province, gas rates to distribution customers were 6 

decoupled from the cost of providing service and were set at a discount to oil and/or electricity. 7 

The Province provided a guarantee that absorbed the shortfall between revenues from 8 

customers and the costs of the transmission and distribution facilities.  9 

By the mid-1990s a financial restructuring of the pipeline and distribution facilities was needed 10 

to achieve financial viability. The restructuring was finalized in late 1995, according to which the 11 

Consolidated Rate Stabilization Agreement was replaced by the Vancouver Island Natural Gas 12 

Pipeline Act (VINGPA) and the Vancouver Island Natural Gas Pipeline Act Special Direction3 to 13 

the Commission (Special Direction).  14 

As part of the restructuring, the Province made a $120 million lump sum payment as a 15 

contribution to capital costs with a corresponding reduction in Centra Gas’ rate base as set out 16 

in the Special Direction. The Federal and Provincial Governments had previously provided $75 17 

million to the Pacific Coast Energy Corporation (PCEC) to assist in the construction of the 18 

pipeline from Vancouver Island to the Sunshine Coast. Under the Pacific Coast Energy Pipeline 19 

Agreement, FEVI’s predecessor, as part of the restructuring, agreed to repay the Canada 20 

Repayable Contribution ($50 million) and the British Columbia Repayable Contribution ($25 21 

million).  22 

The VINGPA and Special Direction also contemplated the payment by the Provincial 23 

Government of gas royalty revenues (Royalty Revenues) to FEVI through to 2011, which were 24 

based on the wellhead price of gas. These Royalty Revenues mitigated fluctuations in the cost 25 

of gas to the benefit of FEVI’s core market customers. 26 

The Special Direction contemplated accumulated revenue shortfalls (referred to as the 27 

Accumulated Revenue Deficiency) being recorded in the RDDA. Within the parameters of the 28 

Special Direction, rates continued to be set below the cost of service and the balance in the 29 

RDDA increased to an $87.9 million deficit by 2002, and was forecast to be approximately $90.2 30 

million by 2003.  31 

Sections 2.8 and 2.10(j) of the Special Direction instructed that beginning January 1, 2003, rates 32 

were to be set at a level that would recover the cost of service and also include an amount 33 

sufficient to eliminate the RDDA balance in the “shortest period reasonably possible, having 34 

regard for Centra’s competitive position relative to alternative energy sources and the 35 

desirability of reasonable rates.” An ever-increasing deficiency was not sustainable.  36 

                                                
3  OIC No. 1510 (Dec. 13, 1995) made pursuant to the Vancouver Island Natural Gas Pipeline Act, 

R.S.B.C. 1996, Chap. 474.   
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The need to eliminate the balance in the RDDA was addressed in Centra Gas’ 2002 Rate 1 

Design Application. The main objectives of the application were to set rates that would fully 2 

recover the overall cost of service, initiate amortization of the accumulated revenue deficiency 3 

and maintain the long-term financial sustainability of the entity. To achieve these objectives, a 4 

“soft-cap” rate mechanism was proposed to set rates relative to the cost of alternative energy 5 

sources, ensuring competitiveness with alternative energy providers. The margin above the cost 6 

of service was proposed to be used to pay down the RDDA balance. This methodology was 7 

endorsed by the Commission following an oral public hearing, and was determined to be the 8 

most reasonable and effective method of setting rates for Vancouver Island.  9 

The RDDA balance was amortized sooner than had been anticipated, and was fully eliminated 10 

by the end of 2009. Recognizing that the Royalty Revenues would be discontinued at the end of 11 

2011 and the repayment of government loans would start in 2012, the 2010-2011 FEVI 12 

Revenue Requirements and Rate Design Application recommended and the Commission 13 

approved that rates be frozen for 2010 and 2011 for core market customers. The surplus 14 

revenue that resulted from this rate freeze was captured in a deferral account called the RSDA. 15 

The RSDA was intended to accumulate revenue that would later be used to offset the loss of 16 

Royalty Revenues, the cost to repay government loans and mitigate the impact of forecasted 17 

rate increases. Together the loss of Royalty Revenues and repayment of government loans was 18 

expected to increase the FEVI’s cost of service by approximately $41 million or 38%4. 19 

The FEU 2012-2013 RRA further proposed that Vancouver Island rates remain unchanged for 20 

2012 and 2013. This rate freeze would ensure continued rate stability for Vancouver Island 21 

customers, and would allow sufficient time to implement an appropriate longer term solution to 22 

protect Vancouver Island customers against potential future rate increases.  23 

FEI’s 2012 Amalgamation Application proposed that it was appropriate to return the RSDA 24 

balance to FEI Mainland customers upon amalgamation.  The reasons for proposing this 25 

approach were stated in the 2012 application as follows:  26 

1.  The rationale for accumulating the balance in the RSDA as justified in FEVI’s 27 

2009 Rate Design Application was primarily to help transition FEVI’s 28 

customers to the higher rate that would result after the loss of Royalty 29 

Revenues. Under amalgamation, FEVI will see no rate increase; in fact as 30 

shown below in Section 8.4.2, the FEVI 2013 rates would be lower than 31 

current rates. Under amalgamation, the impact of the loss of Royalty 32 

Revenues would now be shared by one large entity. Therefore, the FEU 33 

believe that it is appropriate to return the RSDA to FEI Mainland customers as 34 

those customers will incur an increase to their rates as a result of 35 

amalgamating with FEVI and FEW customers. The benefits received from 36 

                                                
4  Terasen Gas (Vancouver Island) Inc. (TGVI) 2010 and 2011 Revenue Requirements and Rate Design 

Application, Exhibit B-4, IR response 14.1.1. 
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adoption of common rates for FEVI equal the benefits they would have derived 1 

from the RSDA within approximately 1.5 years following amalgamation.  2 

2.  This allocation methodology meets the overall principles of the rate design, 3 

namely, fairness, customer impact, stability and ease of understandability, 4 

administration and rate continuity as discussed in Section 9. The FEU believe 5 

the proposed RSDA allocation methodology is fair as it helps to offset the 6 

increase in FEI Mainland customer rates resulting from amalgamation.  7 

Commission Order G-21-14 approved the disposition of the RSDA to FEI Mainland customers.  8 

Specifically, Order G-21-14 approved “[t]he use of a Rate Stabilization Deferral Account (RSDA) 9 

Rider, to permit the distribution of the balance in the RSDA to non-bypass customers in the 10 

current FEI service area over a three year period effective as of the date of the amalgamation”.  11 

 12 

 13 

 14 

 15 

In FEI 2012 Common Rates, Amalgamation and Rate Design Application, FEI was proposing to 16 

set postage stamp rates and the overall impact was that FEVI and FEW rates were to drop and 17 

FEI Mainland rates were to increase over time, resulting in a common, flat rate across the 18 

service area. Surplus funds from FEVI, mainly the $ 90.3 M surplus in FEVI’s RSDA, would be 19 

transferred to FEI and used to mitigate the rate increases for other FEI customers [22]. 20 

Essentially, FEVI customers were handing over the RSDA surplus to FEI Mainland customers 21 

up front to offset some of the rate adjustments resulting from amalgamation. In return for the 22 

upfront payment, FEVI core customers received reduced rates under amalgamation. 23 

25. Please explain/detail, with the use of the data submitted in the above table, how 24 

much VIGJV total revenue went into the RRDA, 2009 Surplus Account, and RSDA. 25 

How much of the $ 90.3 M surplus in FEVI’s RSDA transfer to FEI was directly 26 

attributed to VIGJV revenue? 27 

  28 

Response: 29 

Please refer to the response to Catalyst-FEI IR 2.24. 30 

 31 

 32 

 33 

26. Was the VIGJV revenue contribution to the $ 90.3 M RSDA FEVI transfer to FEI 34 

considered when FEI was contemplating rate design options for the VIGJV? If yes, 35 

please explain what credit was allocated to the VIGJV. If no, why not? 36 

  37 
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Response: 1 

Please refer to the response to Catalyst-FEI IR 2.24. The accumulated RSDA balance has been 2 

returned to FEI (Mainland) customers in rates using the Commission-approved method over the 3 

approved three year phase-in period (Orders G-21-14 and G-131-14). Since the rate design 4 

proposals in the Application are forward looking beyond the three-year amalgamation phase-in 5 

period, there is no consideration of RSDA balances in the rate design options.  6 

 7 

 8 

 9 

27. Has any quantity from the FEVI RSDA transfer been allocated to any other rate 10 

class? If yes, please detail the amount by rate schedule. 11 

  12 

Response: 13 

Please refer to the responses to Catalyst-FEI IRs 2.24 and 2.26.  14 

FEI notes that the $90.3 million referenced in the preamble is the amount of the RSDA projected 15 

at the time of filing the amalgamation application.  The actual balance for distribution at the time 16 

of amalgamation was $99.2 million5.  For details regarding the approved distribution of the 17 

RSDA to Mainland customers, please see the following table. Years 2015 and 2016 are actuals 18 

and include the full year; 2017 is also actuals but is year to date to the end of September 2017. 19 

 20 

                                                
5   FEI Annual Review for 2016 Rates, page 70. 

RSDA Distriibution

Pre-Tax

Mainland Customers Only

$000 2015 2016 2017 YTD Total

RS 1 $21,453 $25,351 $9,158 $55,961

RS 2 $5,496 $6,341 $2,376 $14,213

RS 3/23 $4,679 $5,389 $1,995 $12,063

RS 4 $20 $27 $9 $55

RS 5/25 $2,007 $2,341 $841 $5,188

RS 6 $18 $15 $3 $36

RS 7/27 $647 $723 $253 $1,624

RS 22 $904 $1,219 $344 $2,468

RS 22A $727 $735 $248 $1,710

RS 22B $180 $346 $87 $614

Total $36,131 $42,488 $15,314 $93,933
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 1 

 2 

 3 

 4 

FEVI core customers received a benefit for their contribution to the RSDA, but FEI is proposing 5 

to allocate zero benefit to VIGJV for its contribution to the RSDA as the VIGJV’s contract is set 6 

to expire. 7 

28. Please provide the rationale for allocating no benefit to the VIGJV for its 8 

contribution to the RSDA. 9 

  10 

Response: 11 

Please refer to the responses to Catalyst-FEI IRs 2.24 and 2.26. 12 

 13 

 14 

 15 

 16 

FEI/EES have stated numerous times that, “… interruptible loads cannot be measured in a cost 17 

of service study …” [23]. However, FEI has many years of historical experience in serving 18 

interruptible loads and therefore should have some data from which to extrapolate some 19 

estimates. 20 

29. What is FEI’s best estimate for the cost of interruptible transmission service on a 21 

$/GJ basis? 22 

  23 

Response: 24 

The incremental cost of providing interruptible service to large industrial customers is very low 25 

and would typically consist of volumetric costs such as fuel gas, odorant and minor incremental 26 

operating and maintenance costs arising from the additional system throughput from the 27 

interruptible load. 28 

FEI treats interruptible load as a zero peak load in its system planning. Consequently, FEI does 29 

not incur system capital costs to provide interruptible service. Interruptible service is provided on 30 

a capacity available basis that is not required to meet the requirements of firm service 31 

customers. In the COSA study, the interruptible load is assigned a zero value for allocating 32 

demand-related costs as the interruptible load does not cause demand-related costs. 33 

 34 

 35 
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 1 

 2 

In the FEI 2016 RDA, Annual Review for Compliance Filing [24], FEI reported the revenue and 3 

volume as shown in the table below. FEI shows all revenue, including revenue from bypass, 4 

special rates, and RS22 interruptible, but the purported revenue from VIGJV on line 50 excludes 5 

VIGJV’s interruptible revenue. 6 

30. Why does FEI not forecast interruptible revenue from VIGJV and does forecast 7 

interruptible revenue for RS22 and RS22B? 8 

  9 

Response: 10 

In its Annual Reviews for rates under the PBR Plan, FEI has maintained consistency with past 11 

practice regarding the inclusion or non-inclusion of interruptible (IT) revenue in the annual 12 

revenue deficiency or surplus calculations. 13 

The COSA costs and revenues are based on the latest approved revenue requirement decision, 14 

before making adjustments for known and measurable changes. The 2016 Test Year Annual 15 

Review did not include interruptible revenue (IT revenue) from the VIGJV. During the PBR 16 

period (2014 – 2019) any VIGJV IT revenues that occur are recorded in the Flow Through 17 

deferral account and are subsequently credited against revenue requirements in the next annual 18 

review. Recognition of IT revenue from the VIGJV is a matter of timing and how it happens. 19 

Prior to the current PBR and amalgamation, IT revenue was not forecast in the FEVI revenue 20 

requirements and IT revenue that did occur was credited to the RDDA / RSDA deferral accounts 21 

in accordance with Commission orders. (Exhibit B-3, Terasen Gas (Vancouver Island) Inc., 22 

2010-2011 Revenue Requirements and Rate Design, Response to BC Hydro IR Number 1, 2.7, 23 

Page 4, August 28, 2009.)  Part of the rationale for this was: 24 

 Forecast revenue requirement (or cost of service) was intended to be met from firm 25 

service rates / revenues, 26 

 IT service is supplied only at the request of the transportation shippers (VIGJV and BC 27 

Hydro IG) and only if both supply and Transmission System capacity are available, as 28 

stipulated in the transportation contracts with the shippers, and 29 

 FEVI cannot forecast IT requirements with any certainty. 30 

In contrast, consistent with past practice, IT revenue for the Mainland has been forecast for RS 31 

22, RS 22A, RS 22B and RS 7 / 27 and was included in the 2016 Test Year Annual Review. 32 

 33 

 34 

 35 
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 1 

In previous determinations with respect to the handling of VIGJV’s interruptible revenue, the 2 

Commission has acknowledged, “In certain situations IT revenues may be credited to the 3 

customer cost of service, …”, “The reduction to the RDDA [Revenue Deficiency Deferral 4 

Account] balance will substantially benefit the CDS [Centra Distribution System] and other 5 

HPTS [High Pressure Transmission System] customers over time.”, and “Also recognizing that 6 

circumstances change, the Commission directs Centra to review the allocation mechanism in its 7 

next Rate Design Application.” [25]. 8 

31. Does FEI believe its circumstances are sufficiently different from that of Centra 9 

Gas to trigger a review the allocation mechanism for VIGJV’s IT revenue? 10 

  11 

Response: 12 

Centra Gas no longer exists as a BCUC-regulated utility and this Rate Design Application 13 

includes the review of all of the large industrial customers regarding cost allocation, rate 14 

structures and rates. 15 

Please refer to the response to Catalyst-FEI IR 2.30 for an explanation of the treatment of 16 

VIGJV IT revenue during the PBR period. FEI’s Rate Design proposal does change how IT 17 

revenue is determined and priced under RS 22; see Exhibit B-1, Sections 9.8.5.2, 9.8.5.3 and 18 

9.8.5.4.  19 

 20 

 21 

 22 

It appears that the VIGJV IT revenue that was allocated to Centra/TGVI’s RDDA was 23 

determined by the Commission to, “benefit the CDS and other HPTS customers over time.” [25] 24 

It appears that the definition of CDS and HPTS customers covered all Vancouver Island gas 25 

utility customers including the VIGJV and BCH IG, but excluded Mainland, Columbia, and Inland 26 

customers. From this it follows that the removal of VIGJV’s IT revenue as a credit to its cost of 27 

service was not intended to be for the benefit of FEI Mainland customers. 28 

 29 

32. Please confirm whether the VIGJV has received any benefit for its contribution to 30 

the former Vancouver Island utility’s RDDA, 2009 Surplus Account, or RSDA. 31 

  32 

Response: 33 

Please refer to the responses to Catalyst-FEI IRs 2.24 and 2.26. The VIGJV has received the 34 

benefit of reliable natural gas delivery service at Commission-approved contract-based rates 35 

prior to and after the amalgamation of the three natural gas utilities that now make up FEI.  36 
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Topic 5: Comparison of VIGJV, BCH IG, and Creative Energy in the Proposed RS22 1 

33. Does FEI consider the impact of rate increases on energy intensive trade exposed 2 

customers differently than customers that are not (e.g., regulated utilities) 3 

  4 

Response: 5 

FEI always considers the potential impact of rate increases on its customers.  However, FEI 6 

does not segment customers based on whether they are energy intensive trade exposed 7 

customers. FEI notes also that the service it provides to transportation customers deals only 8 

with the natural gas delivery service. The other components in the delivered cost of natural gas, 9 

such as commodity and midstream costs, are beyond FEI’s ability to control, being either 10 

market-based or under the jurisdiction of other regulatory bodies.  As discussed in the response 11 

to Catalyst-FEI IR 2.13, FEI segregates its customers based on load characteristics of annual 12 

consumption and load factor (i.e., how much the customer consumes on average as compared 13 

to its peak demand) and nature of the service (i.e., sales or transportation). 14 

In accordance with the requirements of section 59 of the Utilities Commission Act, FEI must 15 

uniformly extend service of the same description to all persons under substantially similar 16 

circumstances and conditions.  Just as the Commission has determined that the Utilities 17 

Commission Act grants no jurisdiction to approve low income rates in the absence of an 18 

economic or cost of service justification, FEI could not legally provide a different rate to 19 

customers on the basis that they are exposed to energy intensive trade, in the absence of an 20 

economic or cost of service justification. 21 

  22 
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Topic 6: Vancouver Island Transmission System Capacity, Usage and Implications 1 

for Transportation Balancing Costs 2 

Historically, gas utilities on Vancouver Island considered the total High Pressure Transmission 3 

System (HPTS) capacity and allocated peak day demand for customers accordingly [27], see 4 

below. 5 

 6 

34. Please fill in the table below, as per [27] above, to enable the reader to understand 7 

the historical increase in peak day demand and transmission on the Vancouver 8 

Island transmission system and how the Mt. Hayes facility has been used to 9 

accommodate actual peak day demand. 10 

 11 
  12 

Response: 13 

Please find the requested information in the table below:  14 
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 1 

 2 

 3 

 4 

The VIGJV delivers its own gas to Huntingdon/Sumas on a daily basis, and expects FEI to 5 

transport their gas from point A to point B on a daily basis. VIGJV does not expect FEI to store 6 

VIGJV’s gas on a daily or weekly basis. 7 

35. Please explain how the VIGJV’s take-or-pay firm contract demand causes FEI to 8 

incur daily balancing costs. Please provide an example to show the cost 9 

components. If Mt. Hayes is used to supply a portion of this commitment please 10 

show how this cost is calculated. 11 

  12 

Response: 13 

The VIGJV’s firm contract demand and interruptible capacity usage has no relation to what may 14 

cause FEI to incur daily balancing costs. Some amount of daily balancing would occur when the 15 

Shipper’s supply does not match the Shipper or customer’s demand exactly on any given day.  16 

Any over or under deliveries each day are managed when FEI balances the system as a whole 17 

to stay within the required tolerances with the upstream pipelines.  The following graph below 18 

illustrates the daily imbalances of the VIGJV for the calendar year of 2016 through to September 19 

2017.  As shown, daily imbalances have ranged as widely as 20 TJs both positively (pack) and 20 

negatively (draft). These daily imbalances are managed by FEI when it balances the system as 21 

a whole with the upstream pipelines. 22 

Vancouver Island System

Peak Day Demand (GJ/day) 2008 2009 2010 2011 2012 2013 2014 2015 2016

Core Sales Customers 93,801     89,180     82,489     83,200     Note (3) Note (3) Note (4) Note (4) Note (6)

BC Hydro 45,000     45,000     50,000     49,164     Note (3) Note (3) Note (4) Note (4) 45,000     

VIGJV 8,684       8,000       8,000       8,000       Note (3) Note (3) Note (4) Note (4) 13,000     

Squamish 4,015       4,061       4,061       4,106       Note (3) Note (3) Note (4) Note (5) Note (5)

TGW n/a 5,259       6,950       7,030       Note (3) Note (3) Note (4) Note (5) Note (5)

Total Allocation 151,500   151,500   151,500   151,500   n/a n/a n/a n/a n/a

Actual Core Sales Peak Day 86,228     60,970     85,095     67,084     55,005     67,872     71,553     59,580     68,389     

Actual System Peak Day (@ Eagle Mountain) 159,023   153,929   164,757   156,828   135,364   113,587   100,259   96,433     93,397     

Actual Peak Day Flow West of Squamish (1) 157,800   153,814   157,800   151,046   138,946   150,461   152,840   93,573     143,758   

Actual Peak Day Flow Supplied by Mt. Hayes (2) -            -            -            -            2,128        49,786     49,061     61              54,009     

(1) Total GJ/day from Squamish towards Port Mellon on the transmission system

(2) Total GJ/day supplied by Mt. Hayes on the actual peak day of that year

(3) In FEI's 2012 Amalgamation Application, BCH IG and VIGJV revenues are treated as credits to the cost of service and are not allocated any

costs, nor did FEI distinguish between VI and Mainland Core Peak Day Demand requirements in this application, nor were allocations to 

rate schedules done for the purposes of the revenue requirements application

(4) Allocations to rate schedules was not done in support of the revenue requirements applicaion

(5) Squamish and Whistler Wheeling Agreements ended upon amalgamation of FEVI, FEW and FEI effective January 1, 2015.

(6) FEI does not distinguish between VI and Mainland Core Peak Day Demand requirements in FEI's 2016 RDA
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 1 

 2 

 3 

 4 

36. Does VIGJV’s interruptible service attract balancing costs to FEI, if so please 5 

quantify? 6 

  7 

Response: 8 

Please refer to the response to Catalyst-FEI IR 2.35. 9 

 10 

 11 

 12 

37. What is the forecast balancing cost for VIGJV’s interruptible service under FEI’s 13 

current proposal? 14 

  15 

Response: 16 

Balancing costs are incurred on daily imbalances between supply and demand, and are not 17 

associated with firm or interruptible service; therefore, FEI cannot forecast balancing costs for 18 

the VIGJV’s interruptible service.  19 

 20 

 21 
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 1 

38. Please calculate the R:C ratio for VIGJV’s IT balancing service. 2 

  3 

Response: 4 

For the reasons explained in the responses to Catalyst-FEI IRs 2.35, 2.36 and 2.37, it is not 5 

possible to answer this question. An R:C ratio for the VIGJV’s IT balancing service does not 6 

exist. 7 

  8 
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Topic 7:  Treatment of RS22 Proposed vs. RS22A and RS22B 1 

As noted in the TGVI 2010 COSA [2], VIGJV and BCH IG have consistently and historically 2 

been allocated solely transmission plant costs (no distribution costs). 3 

This historical treatment of distribution costs by the gas utility for the VIGJV is similar to FEI’s 4 

historical treatment of distribution costs for RS22A and RS22B as Mr. Gosselin described during 5 

the SRP, “When developing the COSA and making decisions internally to grandfather 22As and 6 

B’s, terms and conditions, we continued to allocate costs to those two rate groups similarly as 7 

we have done in the past. … So that is the reason why they weren’t allocated distribution-8 

related costs.” [13]. 9 

If it is fair and equitable to continue the past practice of excluding distribution costs from RS22A 10 

and RS22B when calculating the cost of service, then it would follow that it is fair and equitable 11 

to exclude the same distribution costs from the VIGJV COSA going forward. 12 

The cost causation of all the groups is similar, in that they all use the transmission system for 13 

firm transportation service, and do not rely on the extensive, costly distribution network to 14 

receive service, but FEI is proposing to “add” distribution costs for the VIGJV. 15 

39. Please explain FEI’s justification for including distribution costs to the VIGJV cost 16 

allocation. 17 

  18 

Response: 19 

This response addresses Catalyst-FEI IRs 2.39, 2.40 and 2.41. 20 

FEI believes that similar types of customers (i.e., customers with similar customer load and 21 

service characteristics [load factors, volume, types of end use]), should be grouped together in 22 

the COSA model for cost allocation purposes.  Consequently, FEI has consolidated RS22, 23 

VIGJV and BC Hydro IG to derive firm rates based on cost of service allocation results.   24 

FEI’s proposal for RS 22 as described in Section 9.8.5.2 of the Application includes customers 25 

in all of FEI’s service regions. These customers may connect to FEI’s gas delivery system 26 

through distribution pressure pipe, intermediate pressure pipe or transmission pressure pipe. 27 

Since these customers, as a group, have caused a portion of all of these costs, FEI has 28 

allocated a portion of the distribution system to this group as well. FEI believes that this cost 29 

allocation approach is transparent, and consistent with the rate design principles of customer 30 

understanding and acceptance, fair apportionment of costs and avoidance of undue 31 

discrimination among similar types of customers.     32 

FEI views its proposal with respect to large industrial transportation customers as an expansion 33 

of the postage stamp rate methodology that resulted from the Reconsideration Decision on 34 

FEI’s Common Rates, Amalgamation and Rate Design Application (Order G-21-14, Decision). 35 

Section 3.1 of the Amalgamation Reconsideration Decision (pages 12 to 16) cited various 36 

benefits of amalgamation and postage stamp rates, including accepting or acknowledging the 37 
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submissions in the proceeding by the Ministry of Energy and Mines that amalgamation and 1 

postage stamp rates would support the Province’s Natural Gas Strategy, economic 2 

development and job creation, regulatory efficiency and rate stability. 3 

As described in Section 9.8.2.2 of the Application, FEI has proposed to retain the grandfathered 4 

status approved in the past for RS 22A and RS 22B. Due to the grandfathered status, FEI has 5 

continued to allocate costs for these rate schedules similarly to past practice. 6 

 7 

 8 

 9 

40. Please explain FEI’s justification for including distribution costs to BCH IG’s cost 10 

allocation. 11 

  12 

Response: 13 

Please refer to the response to Catalyst-FEI IR 2.39. 14 

 15 

 16 

 17 

41. Please explain FEI’s justification for excluding distribution costs for RS22A and 18 

RS22B. 19 

  20 

Response: 21 

Please refer to the response to Catalyst-FEI IR 2.40. 22 

 23 

 24 

 25 

 26 

FEI 2016 RDA Tables 9-23 and 9-26 [28], [29] are shown below. This shows the proposed 27 

demand charge and firm delivery charge up to 147 % and up to 39 % higher for the proposed 28 

RS22 (VIGJV included) relative to RS22A and RS22B customers. 29 
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 1 

 2 

A comparison of the 3 rate schedules is shown below in the table. This analysis clearly shows 3 

an inequity in the charges for firm service within the large industrial customer groups. Despite 4 

this difference in charges the “apparent” R:C ratios for the rate schedules appear “similar” per 5 

FEI 2016 RDA Table 12-3, shown below, as 113 %, 103.1 %, and 100 % for RS22A, RS22B, 6 
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and RS22 proposed. This discrepancy appears to be the result of FEI’s proposal to add 1 

distribution costs to the VIGJV and BCH in the proposed RS22, but not RS22A or RS22B. 2 

42. Does FEI believe a reader would conclude that the treatment of customers in 3 

RS22A, RS22B, and RS22 is similar based on the Table 12-3? 4 

 5 

 6 

  7 

Response: 8 

Column 2 of Table 12-3 in the preamble shows revenue to cost ratios of all rate schedules after 9 

rate design proposals and does not lead to a conclusion on whether treatment of customers in 10 

RS 22, RS 22A and RS 22B is similar or different.    11 
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Please refer to the response to Catalyst-FEI IR 2.7 explaining why cost allocation treatment to 1 

RS 22A and RS 22B is not same as firm RS 22 customers including BC Hydro and VIGJV. 2 

  3 



FortisBC Energy Inc. (FEI or the Company) 

2016 Rate Design Application (the Application) 

Submission Date: 

November 7, 2017 

Response to Catalyst Paper Corporation (Cayalyst) Information Request (IR) No. 2 Page 36 

 

Topic 8: Final COSA 1 

In FEI’s Final COSA 2016 test year, Appendix 12, financial schedule 7 [30], shown below, line 2 2 

incorrectly states the firm sales volume for Rate 22 Firm as 34,372 TJ. This sales volume 3 

includes interruptible sales volume, and according to FEI’s COSA methodology interruptible 4 

revenue and costs are not allocated in the Final COSA when calculating the cost of service, 5 

revenue, and R:C ratios. The sales volume of 34,372 TJ appears to be the sum of: 6 

• Creative Energy’s firm volume; 7 

• the existing RS22’s interruptible volume; 8 

• the VIGJV’s firm volume; and 9 

• BCH IG’s firm volume. 10 

This “apparent” Rate 22 Firm value can be calculated from [31] as shown below as the sum of 11 

732 + 12,457 + 4,758 + 16,425 = 34,372 TJ. The use of this “apparent” sales volume in the 12 

Final COSA financial schedules makes it impossible for a reader to correctly interpret the 13 

revenues and costs on a per GJ basis for comparison to other rate classes. 14 

According to FEI’s Final COSA, Schedule 7, line 28 [30], shown below, the total utility cost of 15 

service for the proposed Rate 22 Firm is $ 0.623 / GJ. If FEI was proposing a R:C ratio of 100 % 16 

with the proposed RS22, then the charge for Rate 22 Firm would be $ 0.623 / GJ according to 17 

FEI’s Final COSA, Schedule 7, not $ 0.972 / GJ as noted by FEI. This Final COSA financial 18 

schedule appears to be inconsistent with respect to Rate 22 Firm. 19 

43. Please update Schedule 7 to reflect firm revenue, costs, and volume only or, if it 20 

does include interruptible volume, please include the corresponding interruptible 21 

revenue. 22 

  23 
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 1 

 2 

  3 

Response: 4 

Schedule 7 of the COSA should not be used to determine rates as Catalyst has set out in this 5 

question because it ignores other rate design principles such as price signals that encourage 6 

efficient use and discourage inefficient use, practical and cost-effective implementation, and rate 7 

stability. For example, if Schedule 7 customer cost per day was used, much of the signal to use 8 

gas efficiently would be lost because more costs would be recovered through a fixed charge, 9 

and less through a volumetric charge. Also, using Schedule 7 exclusively to determine rates 10 
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would introduce rate instability as most of FEI’s customers’ existing rate structures are not set in 1 

the manner in which costs are portrayed on Schedule 7. Since most of FEI’s customers do not 2 

have demand meters, it would not be possible (or practically cost-effective) to implement a rate 3 

design that includes a demand charge as line 12 on the schedule depicts. Finally, Schedule 7 4 

does not take into consideration the R:C ratio for each rate schedule and the fact that the 5 

revenues for each rate schedule do not equal the allocated costs. The costs portrayed on this 6 

schedule are costs, and not revenue, so cannot be used to set rates. 7 

Schedule 7, however, does provide a view of the effective costs per unit such as the effective 8 

cost per customer and effective cost per GJ. For FEI’s RS 22 Firm proposal, the demand-9 

related costs are caused by firm contract demand so FEI agrees it is appropriate that the firm 10 

demand should be used as the denominator when calculating effective rates for the Rate 22 11 

Firm column. Consequently, FEI has reproduced Schedule 7 (provided in Attachment 43) using 12 

only the firm volume of 10,878 TJ, 21,915 TJ, and 4,215 TJ for RS 22A, RS 22 Firm and RS 13 

22B, respectively (in line 3 of the table).  Schedule 7 already includes demand-related costs that 14 

are based on firm demand, customers for allocation of customer related costs and annual 15 

consumption for allocation of energy related costs.  16 

  17 
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Topic 9: COSA and R:C ratios 1 

In response to the BCUC’s question from IR No. 1 [32], 2 

 3 

FEI provided the following table, 4 

 5 

Please clarify the response to facilitate a better understanding of the way in which FEI used 6 

background data to create the message in Table 1. 7 

44. Is distribution demand cost allocated to each BC Hydro, Joint Venture, and 8 

Creative Energy in the table? 9 

  10 

Response: 11 

Confirmed. Distribution demand related costs are allocated to BC Hydro IG, VIGJV and Creative 12 

Energy. 13 

 14 

 15 

 16 

45. Please detail the distribution demand cost allocation for each customer in the 17 

table. 18 

  19 

Response: 20 

Please refer to Attachment 45, Schedules 3 and 4 for details of the allocated rate base and cost 21 

of service to BCH IG and VIGJV. Because FEI does not allocate costs to customers individually, 22 
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the allocated costs for Creative Energy are embedded in the allocation to RS 22 Non-Bypass (in 1 

Attachment 45).  2 

For the response to BCUC-FEI IR 1.35.1, FEI determined the allocated costs to Creative Energy 3 

in the following way. Since Creative Energy accounts for 13.3 percent of the volume throughput 4 

for RS 22 Non-Bypass, FEI allocated Creative Energy 13.3 percent of the RS 22 Non-Bypass 5 

energy-related costs. Creative Energy accounts for 100 percent of the demand-related costs 6 

since they are the only RS 22 Non-Bypass customer with firm demand. Creative Energy is 1 of 7 

26 RS 22 Non-Bypass customers; therefore 3.8 percent of customer-related costs are 8 

attributable to them. FEI has included the derivation of their allocated costs in the following 9 

table. 10 

 11 

 12 

 13 

 14 

46. Explain the allocation method for distribution demand cost for each customer, e.g. 15 

is each customer allocated distribution demand based on contract demand or 16 

peak day and if so, is the allocation from the amalgamated distribution rate base 17 

or regional distribution rate base? 18 

  19 

Response: 20 

FEI used its amalgamated rate base and cost of service for cost allocation purposes in the 21 

Application.  FEI no longer has a regional rate base or a regional cost of service. Distribution 22 

Sales Volulme (TJ) Customers

Creative Energy 1,752                      1                           

RS 22 Non-Bypass 13,189                   26                         

Percentage 13.3% 3.8%

RS 22 Non-Bypass 

Allocated Costs 

($000)

Energy 47$                         

Demand 634$                       

Customer 346$                       

Creative Enegy 

Allocated Costs 

($000)

Energy 6$                           13.3%

Demand 634$                       100.0%

Customer 13$                         3.8%

Total 654$                       
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demand-related costs are allocated to each customer noted in Table 1 in the preamble 1 

(preceding Catalyst-FEI IR 2.44 above) based on firm demand.  2 

 3 

 4 

 5 

47. Is the transmission demand cost allocation based on peak day or firm demand for 6 

each customer? 7 

  8 

Response: 9 

The transmission demand-related costs are allocated to each customer noted in Table 1 in the 10 

preamble based on firm demand. 11 

 12 

 13 

 14 

48. Is the transmission rate base used in allocated costs the amalgamated utility 15 

transmission rate base or the regional transmission rate base for each customer? 16 

  17 

Response: 18 

FEI’s amalgamated rate base and cost of service is used. FEI no longer has a regional rate 19 

base or a regional cost of service.  20 

 21 

 22 

 23 

49. Please provide the reference for BC Hydro IG’s allocated cost, i.e., which COSA 24 

report is it derived from. 25 

  26 

Response: 27 

Please refer to the response to Catalyst-FEI IR 2.45. 28 

 29 

 30 

 31 

 32 

FEI states the costs are “from the COSA” [33]. 33 

50. Please clarify which COSA FEI is referring to? 34 
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  1 

Response: 2 

FEI is referring to the initial COSA schedules included as Appendix 6-4 to the Application.  3 

However, as stated in Section 6.3.1.5 of the Application, FEI credits the cost of service with the 4 

revenues of Bypass and Large Industrial Contract customers, so no costs are allocated to the 5 

VIGJV and BCH IG in the initial COSA.  Therefore, to produce the results for the response to 6 

BCUC-FEI IR 1.35.1, FEI used the initial COSA, separated out the VIGJV and BCH IG so that 7 

costs could be allocated to them, and eliminated the revenue credits to the cost of service. 8 

 9 

 10 

 11 

51. If it is the Initial COSA, please detail the calculation and cost allocation for each 12 

customer. 13 

  14 

Response: 15 

Please refer to the response to Catalyst-FEI IR 2.45 for the detailed cost allocations for BC 16 

Hydro IG, VIGJV and Creative Energy. 17 

 18 

 19 

 20 

52. If it is the Initial COSA with distribution demand cost allocation, can FEI confirm 21 

that the R:C ratio presented in Table 1 is not the current R:C ratio for the Joint 22 

Venture under existing rates and rate structures? 23 

  24 

Response: 25 

As described in the response to BCUC-FEI IR 1.35.2, only firm revenues must be included 26 

when calculating R:C ratios and cost based rates as it is only the firm volume that attracts 27 

demand-related costs. Interruptible rates (and revenues) are generally set at a value of service6. 28 

However, FEI responded to BCUC-FEI IR 1.35.1 as requested, using actual 2016 revenues 29 

which include both firm and interruptible revenue. Therefore, the R:C ratios included in Table 1 30 

are not R:C ratios that FEI would normally calculate to illustrate the revenue and cost 31 

relationship.  32 

FEI has provided an R:C ratio for VIGJV and BCH IG in the response to Catalyst-FEI IR 2.4 33 

using the proposed approach and the final COSA (adjusted). It should be noted that there is 34 

                                                
6  Application Sections 3.3.2 and 9.8.5.1. 
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only a small difference in costs allocated to the VIGJV between the initial COSA (adjusted) used 1 

to respond to BCUC-FEI IR 1.35.1 and the final COSA (adjusted) used to respond to Catalyst-2 

FEI IR 2.4. 3 

 4 

 5 

 6 

53. If it is the Final COSA, can FEI confirm that the R:C ratio presented in Table 1 is 7 

not the current R:C ratio for the Joint Venture under existing rates and rate 8 

structures? 9 

  10 

Response: 11 

Please also refer to the response to Catalyst-FEI IR 2.52. 12 

 13 

 14 

 15 

54. Are interruptible service costs represented in Table 1? If yes, please detail the 16 

quantity by customer. 17 

  18 

Response: 19 

Table 1 could be considered to include the cost of delivering interruptible volume because it 20 

includes energy-related costs, which are typically caused by the movement of natural gas 21 

through the system.  However, determining only an interruptible service cost is not possible. The 22 

cost of service to deliver interruptible volumes is not set out in detail in the COSA.  As FEI has 23 

noted in the response to Catalyst-FEI IR 2.52, interruptible rates are derived based on a value 24 

of service and not based on costs7.   25 

  26 

                                                
7  BCUC IR 1.32.5. 
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FORTISBC ENERGY INC.
Fully Distributed Cost of Service Allocation Study Schedule 7
Rate Design Filing_Common Rates_ 2016 Test Year
CLASSIFICATION SUMMARY (000's)

Line 
No. Particulars Total  RATE 1  RATE 2 RATE 4 RATE 6

RATE 22A 
NON‐BYPASS  RATE 22 FIRM

RATE 22B 
NON‐BYPASS  Rate 3/23 Rate 5/25 Rate 7/27

1 Billing Determinants
2

3
Sales Volume (TJ), Firm Volume for RS 22A, RS 22 
FIRM and RS 22B 187,107                72,466            28,012            130                 47                      10,878                21,915                4,215                  27,090            15,663         6,691           

4 Midstream Sales Volume (TJ) 120,882               72,399          27,942          130               47                     ‐                     ‐                    ‐                    18,037          2,173          155             
5 Commodity Sales Volume (TJ) 107,522               65,258          24,245          130               47                     ‐                     ‐                    ‐                    15,515          2,173          155             
6 Average No. of Customers 979,061               886,652        84,737          18                 15                     9                         7                        5                        6,709            796             113             
7
8 Cost of Service Margin 789,979$            504,452$       126,672$      51$                149$                 6,608$               21,429$             2,515$               92,568$         34,011$      1,524$         
9 Energy 11,831$                        6,861$                   2,450$                   3$                          1$                             32$                              121$                           19$                              2,221$                   96$                     27$                     

10 Unit Energy Charge ($/GJ) 0.063 0.095 0.087 0.022 0.022 0.003 0.006 0.004 0.082 0.006 0.004

11 Demand 399,670$                      192,073$               83,287$                (1)$                         58$                           5,430$                        19,415$                      2,104$                        69,542$                 27,760$             ‐$                      

12 Unit Demand Charge ($/GJ) 2.136 2.651 2.973 ‐0.007 1.248 0.499 0.886 0.499 2.567 1.772 0.000

13 Customer 378,478$                      305,518$               40,935$                49$                        90$                           1,146$                        1,892$                        392$                           20,804$                 6,155$                1,498$               

14 Unit Customer Charge ($/Cust/Day) 1.058 0.943 1.323 7.427 16.407 348.587 740.142 214.626 3.101 7.733 13.254

15
16 Unit Cost of Service Margin ($/GJ) 4.222 6.961 4.522 0.391 3.191 0.607 0.978 0.597 3.417 2.171 0.228

17
18 Cost of Gas ‐ Commodity & Midstream 475,641$            287,646$       111,133$      433$              135$                 183$                  ‐$                     41$                     67,966$         7,458$        646$            
19 Energy 475,641$                      287,646$               111,133$              433$                      135$                         183$                           ‐$                              41$                              67,966$                 7,458$                646$                  

20 Demand ‐$                                 ‐$                          ‐$                         ‐$                         ‐$                            ‐$                              ‐$                              ‐$                              ‐$                          ‐$                      ‐$                      

21 Customer ‐$                                 ‐$                          ‐$                         ‐$                         ‐$                            ‐$                              ‐$                              ‐$                              ‐$                          ‐$                      ‐$                      

22 Unit Cost of Gas ‐ Commodity ($/GJ) 2.542 3.969 3.967 3.333 2.885 0.017 0.000 0.010 2.509 0.476 0.097

23
24 Total Utility Cost of Service 1,265,620$         792,098$       237,805$      484$              284$                 6,791$               21,429$             2,556$               160,534$       41,469$      2,170$         
25 Energy 487,472$                      294,507$               113,583$              436$                      136$                         215$                           121$                           60$                              70,187$                 7,554$                673$                  

26 Demand 399,670$                      192,073$               83,287$                (1)$                         58$                           5,430$                        19,415$                      2,104$                        69,542$                 27,760$             ‐$                      

27 Customer 378,478$                      305,518$               40,935$                49$                        90$                           1,146$                        1,892$                        392$                           20,804$                 6,155$                1,498$               

28 Unit Cost of Service ($/GJ) 6.764 10.931 8.489 3.724 6.075 0.624 0.978 0.606 5.926 2.648 0.324

29
30 Total Revenues @ Proposed Rates 1,365,206$         763,794$       243,049$      727$              313$                 7,675$               21,429$             2,634$               200,931$       91,486$      33,167$      
31 Unit Rate ($/GJ) 7.296 10.540 8.677 5.593 6.683 0.706 0.978 0.625 7.417 5.841 4.957

32
33 Total Revenue Margin @ Proposed Rates 789,979$            476,148$       131,916$      294$              178$                 7,492$               21,429$             2,593$               99,599$         39,452$      10,877$      
34 Unit Rate ($/GJ) 4.222 6.571 4.709 2.260 3.798 0.689 0.978 0.615 3.677 2.519 1.626
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FORTISBC ENERGY INC.
Fully Distributed Cost of Service Allocation Study Schedule 3
Rate Design Filing_Common Rates_ 2016 Test Year
RATE BASE SUMMARY ‐ CLASSIFICATION (000's)

Line 
No. Particulars Total RATE 1 RATE 2 RATE 4 RATE 6

RATE 22 NON‐
BYPASS 

RATE 22A NON‐
BYPASS 

RATE 22B NON‐
BYPASS 

BC HYDRO 
(ICP)

JOINT 
VENTURE Rate 3/23 Rate 5/25 Rate 7/27

1 Gas Plant in Service
2 Total Gas Plant in Service 6,478,628$            3,634,736$          1,022,842$          367$                  737$                  7,865$               54,305$               21,049$              138,306$          52,377$            716,578$          270,504$        7,760$          
3 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

4 Demand 4,173,666$                     1,750,443$                     752,736$                       ‐$                            398$                           6,080$                        50,206$                        19,455$                        136,965$                    39,566$                      628,232$                    250,348$                 ‐$                      

5 Customer 2,304,962$                     1,884,293$                     270,106$                       367$                           339$                           1,785$                        4,098$                          1,594$                          1,341$                        12,811$                      88,346$                      20,156$                   7,760$                  

6
7 Total Accumulated Depreciation (1,812,500)$          (1,060,641)$         (295,056)$            (107)$                 (225)$                 (2,259)$             (16,616)$              (6,520)$               (39,075)$           (14,930)$           (207,767)$         (78,288)$         (2,354)$         
8 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

9 Demand (1,125,078)$                    (503,317)$                      (215,450)$                      ‐$                            (114)$                          (1,717)$                      (14,524)$                      (5,628)$                        (38,681)$                    (11,174)$                    (179,600)$                  (71,564)$                  ‐$                      

10 Customer (687,421)$                       (557,324)$                      (79,606)$                        (107)$                          (111)$                          (542)$                          (2,092)$                        (892)$                            (394)$                          (3,755)$                      (28,167)$                    (6,724)$                    (2,354)$                

11
12 TOTAL Net Plant 4,666,128$            2,574,095$          727,786$             259$                  512$                  5,606$               37,689$               14,529$              99,231$            37,447$            508,811$          192,216$        5,407$          
13 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

14 Demand 3,048,588$                     1,247,126$                     537,286$                       ‐$                            284$                           4,363$                        35,682$                        13,827$                        98,283$                      28,392$                      448,632$                    178,784$                 ‐$                      

15 Customer 1,617,540$                     1,326,969$                     190,500$                       259$                           228$                           1,243$                        2,007$                          702$                             947$                           9,055$                        60,179$                      13,432$                   5,407$                  

16
17 Contributions In Aid of Construction
18 Total Gas Plant in Service (424,193)$              (257,897)$            (71,930)$              (28)$                   (50)$                   (559)$                 (3,700)$                (1,434)$               (9,858)$             (3,788)$             (49,471)$           (18,576)$         (548)$            
19 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

20 Demand (255,076)$                       (119,318)$                      (51,862)$                        ‐$                            (27)$                            (433)$                          (3,393)$                        (1,315)$                        (9,757)$                      (2,818)$                      (43,403)$                    (17,299)$                  ‐$                      

21 Customer (169,117)$                       (138,579)$                      (20,068)$                        (28)$                            (23)$                            (126)$                          (307)$                            (119)$                            (101)$                          (969)$                          (6,068)$                      (1,277)$                    (548)$                    

22
23 Total Accumulated Depreciation 143,125$               87,438$                24,211$               10$                    17$                    188$                  1,198$                 464$                    3,283$               1,273$               16,578$            6,214$            189$              
24 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

25 Demand 84,745$                           39,601$                          17,285$                         ‐$                            9$                               144$                           1,092$                          423$                             3,248$                        938$                           14,481$                      5,772$                     ‐$                      

26 Customer 58,379$                           47,836$                          6,926$                           10$                             8$                               43$                             106$                             41$                               35$                             334$                           2,096$                        442$                        189$                     

27
28 TOTAL Net Plant (281,069)$              (170,460)$            (47,719)$              (18)$                   (33)$                   (371)$                 (2,502)$                (969)$                  (6,575)$             (2,515)$             (32,893)$           (12,362)$         (359)$            
29 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

30 Demand (170,331)$                       (79,717)$                        (34,577)$                        ‐$                            (18)$                            (289)$                          (2,301)$                        (891)$                            (6,509)$                      (1,880)$                      (28,922)$                    (11,527)$                  ‐$                      

31 Customer (110,738)$                       (90,743)$                        (13,142)$                        (18)$                            (15)$                            (82)$                            (201)$                            (78)$                              (66)$                            (635)$                          (3,971)$                      (835)$                       (359)$                    

32



FORTISBC ENERGY INC.
Fully Distributed Cost of Service Allocation Study Schedule 3
Rate Design Filing_Common Rates_ 2016 Test Year
RATE BASE SUMMARY ‐ CLASSIFICATION (000's)

Line 
No. Particulars Total RATE 1 RATE 2 RATE 4 RATE 6

RATE 22 NON‐
BYPASS 

RATE 22A NON‐
BYPASS 

RATE 22B NON‐
BYPASS 

BC HYDRO 
(ICP)

JOINT 
VENTURE Rate 3/23 Rate 5/25 Rate 7/27

33 13 Month Adjustment 3,685$                    2,078$                  660$                     0$                      0$                      5$                      46$                      18$                      90$                    31$                    495$                  191$                3$                  
34 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

35 Demand 2,819$                             1,370$                            559$                               ‐$                            0$                               4$                               44$                               17$                               90$                             26$                             460$                           183$                        ‐$                      

36 Customer 866$                                707$                               101$                               0$                               0$                               1$                               2$                                 1$                                 0$                               5$                               34$                             8$                             3$                         

37
38 Work in Process, no AFUDC 35,156$                 19,821$                6,299$                  1$                      4$                      45$                    438$                    170$                    861$                  292$                  4,720$               1,826$            28$                
39 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

40 Demand 26,892$                           13,074$                          5,337$                           ‐$                            3$                               38$                             424$                             164$                             856$                           247$                           4,393$                        1,749$                     ‐$                      

41 Customer 8,264$                             6,747$                            962$                               1$                               1$                               7$                               15$                               6$                                 5$                               45$                             327$                           77$                          28$                       

42
43 Unamortized Deferred Charges 24,791$                 22,067$                5,952$                  (29)$                   55$                    290$                  (697)$                  (223)$                  (1,107)$             (341)$                 9,815$               (2,672)$           192$              
44 Energy 73,900$                           41,431$                          14,891$                         (28)$                            (10)$                            345$                           236$                             138$                             430$                           125$                           16,320$                      (116)$                       138$                     

45 Demand (54,337)$                         (23,063)$                        (9,114)$                          ‐$                            60$                             (68)$                            (931)$                            (361)$                            (1,535)$                      (443)$                          (7,433)$                      (2,957)$                    ‐$                      

46 Customer 5,228$                             3,700$                            174$                               (1)$                              5$                               13$                             (3)$                                (0)$                                (2)$                              (22)$                            928$                           400$                        54$                       

47
48 Cash Working Capital 2,129$                    1,290$                  416$                     1$                      1$                      1$                      9$                        4$                        19$                    6$                      292$                  71$                  4$                  
49 Energy 1,188$                             721$                               268$                               1$                               1$                               ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            171$                           24$                          2$                         

50 Demand 568$                                275$                               113$                               ‐$                            0$                               1$                               9$                                 3$                                 18$                             5$                               93$                             37$                          ‐$                      

51 Customer 373$                                294$                               35$                                 0$                               0$                               0$                               0$                                 0$                                 0$                               1$                               28$                             10$                          2$                         

52
53 Other Working Capital 1,567$                    1,058$                  250$                     0$                      0$                      2$                      2$                        1$                        27$                    13$                    152$                  54$                  3$                  
54 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

55 Demand 602$                                267$                               135$                               ‐$                            0$                               1$                               0$                                 0$                                 26$                             8$                               117$                           47$                          ‐$                      

56 Customer 965$                                791$                               115$                               0$                               0$                               1$                               2$                                 1$                                 1$                               6$                               35$                             7$                             3$                         

57
58 LILO, Other Rate Base items 56,701$                 27,279$                10,703$               (0)$                     6$                      87$                    1,305$                 506$                    1,961$               563$                  8,719$               3,471$            (2)$                 
59 Energy ‐$                                 ‐$                                ‐$                               ‐$                            ‐$                            ‐$                            ‐$                              ‐$                              ‐$                            ‐$                            ‐$                            ‐$                         ‐$                      

60 Demand 57,294$                           27,765$                          10,774$                         ‐$                            6$                               87$                             1,306$                          506$                             1,961$                        567$                           8,740$                        3,475$                     ‐$                      

61 Customer (593)$                              (486)$                              (70)$                               (0)$                              (0)$                              (0)$                              (1)$                                (0)$                                (0)$                              (3)$                              (21)$                            (4)$                           (2)$                        

62
63 Total Utility Rate Base 4,509,089$            2,477,228$          704,348$             215$                  545$                  5,663$               36,290$               14,034$              94,506$            35,497$            500,111$          182,795$        5,276$          
64 Energy 75,088$                           42,152$                          15,159$                         (27)$                            (10)$                            345$                           236$                             138$                             430$                           125$                           16,492$                      (92)$                         139$                     

65 Demand 2,912,094$                     1,187,097$                     510,513$                       ‐$                            335$                           4,137$                        34,234$                        13,266$                        93,192$                      26,921$                      426,080$                    169,791$                 ‐$                      

66 Customer 1,521,907$                     1,247,979$                     178,675$                       242$                           220$                           1,181$                        1,820$                          631$                             884$                           8,451$                        57,539$                      13,095$                   5,137$                  



FORTISBC ENERGY INC.
Fully Distributed Cost of Service Allocation Study Schedule 4
Rate Design Filing_Common Rates_ 2016 Test Year
COST OF SERVICE SUMMARY ‐ CLASSIFICATION  (000's)

Line 
No. Particulars Total RATE 1 RATE 2 RATE 4 RATE 6

RATE 22 NON‐
BYPASS 

RATE 22A 
NON‐BYPASS 

RATE 22B 
NON‐BYPASS 

BC HYDRO 
(ICP)

JOINT 
VENTURE Rate 3/23 Rate 5/25 Rate 7/27

1 Operating & Maintenance Expense 243,000$                157,748$            32,829$              15$                      60$                      312$                   1,411$                555$                   3,163$                1,243$                26,966$              10,108$              724$                   
2 Energy 5,577$                             3,337$                         1,225$                         5$                                 2$                                 7$                                 5$                                 3$                                 9$                                 3$                                 881$                            91$                              9$                                

3 Demand 99,531$                           45,136$                       18,934$                       ‐$                             10$                              138$                            1,285$                         498$                            3,117$                         900$                            15,700$                       6,253$                         ‐$                            

4 Customer 137,892$                         109,275$                    12,670$                       10$                              49$                              167$                            121$                            54$                              38$                              340$                            10,386$                       3,763$                         715$                           

5
6 Property & Sundry Taxes 63,840$                  38,206$               11,040$               4$                         7$                         85$                       528$                    205$                    1,509$                 557$                    7,773$                 2,966$                 80$                      
7 Energy ‐$                                 ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                            

8 Demand 40,988$                           19,327$                       8,357$                         ‐$                             4$                                 66$                              518$                            201$                            1,496$                         432$                            6,985$                         2,784$                         ‐$                            

9 Customer 22,852$                           18,879$                       2,683$                         4$                                 3$                                 18$                              10$                              5$                                 13$                              125$                            788$                            182$                            80$                             

10
11 Depreciation Expense 181,504$                105,794$            26,664$               14$                       25$                       182$                    1,488$                 555$                    3,011$                 1,356$                 18,012$               6,394$                 218$                   
12 Energy ‐$                                 ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                            

13 Demand 99,637$                           40,202$                       16,883$                       ‐$                             9$                                 131$                            1,255$                         486$                            2,959$                         855$                            14,003$                       5,578$                         ‐$                            

14 Customer 81,866$                           65,592$                       9,781$                         14$                              16$                              50$                              233$                            69$                              53$                              502$                            4,009$                         817$                            218$                           

15
16 Amortization Expense 42,339$                  23,484$               7,406$                 2$                         20$                       83$                       420$                    168$                    864$                    298$                    5,842$                 1,665$                 51$                      
17 Energy 8,216$                             4,715$                         1,667$                         0$                                 0$                                 40$                              27$                              16$                              49$                              14$                              1,623$                         44$                              20$                             

18 Demand 24,958$                           11,285$                       4,670$                         ‐$                             18$                              36$                              376$                            146$                            809$                            234$                            3,859$                         1,536$                         ‐$                            

19 Customer 9,165$                             7,485$                         1,069$                         1$                                 1$                                 7$                                 16$                              6$                                 5$                                 50$                              360$                            84$                              31$                             

20
21 Other Operating Revenue (81,303)$                 (22,177)$             (7,522)$                (1)$                       (5)$                       (63)$                     (784)$                   (304)$                   (1,273)$                (388)$                   (6,045)$                (2,381)$                (28)$                    
22 Energy ‐$                                 ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                            

23 Demand (75,500)$                          (17,561)$                     (6,940)$                        ‐$                             (4)$                               (56)$                             (776)$                           (301)$                           (1,271)$                        (367)$                           (5,660)$                        (2,251)$                        ‐$                            

24 Customer (5,804)$                            (4,616)$                        (582)$                           (1)$                               (2)$                               (6)$                               (8)$                               (3)$                               (2)$                               (21)$                             (385)$                           (130)$                           (28)$                            

25



FORTISBC ENERGY INC.
Fully Distributed Cost of Service Allocation Study Schedule 4
Rate Design Filing_Common Rates_ 2016 Test Year
COST OF SERVICE SUMMARY ‐ CLASSIFICATION  (000's)

Line 
No. Particulars Total RATE 1 RATE 2 RATE 4 RATE 6

RATE 22 NON‐
BYPASS 

RATE 22A 
NON‐BYPASS 

RATE 22B 
NON‐BYPASS 

BC HYDRO 
(ICP)

JOINT 
VENTURE Rate 3/23 Rate 5/25 Rate 7/27

26 Income Tax 44,864$                  27,817$               7,796$                 2$                         6$                         56$                       372$                    143$                    946$                    361$                    5,572$                 2,124$                 62$                      
27 Energy (256)$                               (155)$                           (58)$                             (0)$                               (0)$                               ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             (37)$                             (5)$                               (0)$                              

28 Demand 27,853$                           13,875$                       5,872$                         ‐$                             3$                                 42$                              352$                            136$                            936$                            270$                            4,880$                         1,944$                         ‐$                            

29 Customer 17,267$                           14,097$                       1,982$                         3$                                 3$                                 14$                              20$                              7$                                 10$                              91$                              728$                            185$                            62$                             

30
31 Earned Return 310,054$                178,128$            49,106$               15$                       38$                       373$                    2,482$                 957$                    6,311$                 2,409$                 34,812$               13,234$               412$                   
32 Energy (1,707)$                            (1,036)$                        (385)$                           (2)$                               (1)$                               ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             (246)$                           (34)$                             (2)$                              

33 Demand 196,521$                         85,078$                       36,265$                       ‐$                             19$                              277$                            2,348$                         910$                            6,247$                         1,805$                         30,197$                       12,031$                       ‐$                            

34 Customer 115,241$                         94,086$                       13,226$                       17$                              19$                              95$                              134$                            47$                              63$                              605$                            4,861$                         1,237$                         414$                           

35
36 Total Cost of Service Margin 804,298$                509,000$            127,319$            52$                       151$                    1,027$                 5,916$                 2,280$                 14,530$               5,837$                 92,933$               34,109$               1,519$                
37 Energy 11,831$                           6,861$                         2,450$                         3$                                 1$                                 47$                              32$                              19$                              58$                              17$                              2,221$                         96$                              27$                             

38 Demand 413,989$                         197,341$                    84,042$                       ‐$                             60$                              634$                            5,358$                         2,076$                         14,293$                       4,129$                         69,964$                       27,875$                       ‐$                            

39 Customer 378,478$                         304,798$                    40,827$                       49$                              90$                              346$                            526$                            185$                            180$                            1,691$                         20,747$                       6,138$                         1,493$                        

40
41 Cost of Gas Sold (Including Gas Lost) 475,908$                287,646$            111,133$            433$                    135$                    267$                    183$                    41$                       ‐$                     ‐$                     67,966$               7,458$                 646$                   
42 Energy 475,908$                         287,646$                    111,133$                    433$                            135$                            267$                            183$                            41$                              ‐$                             ‐$                             67,966$                       7,458$                         646$                           

43 Demand ‐$                                 ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                            

44 Customer ‐$                                 ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                             ‐$                            

45
46 Total Utility Revenue Requirement 1,280,206$             796,646$            238,452$            485$                    286$                    1,294$                 6,099$                 2,321$                 14,530$               5,837$                 160,899$            41,567$               2,165$                
47 Energy 487,739$                         294,507$                    113,583$                    436$                            136$                            314$                            215$                            60$                              58$                              17$                              70,187$                       7,554$                         673$                           

48 Demand 413,989$                         197,341$                    84,042$                       ‐$                             60$                              634$                            5,358$                         2,076$                         14,293$                       4,129$                         69,964$                       27,875$                       ‐$                            

49 Customer 378,478$                         304,798$                    40,827$                       49$                              90$                              346$                            526$                            185$                            180$                            1,691$                         20,747$                       6,138$                         1,493$                        
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