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July 24, 2018

British Columbia Utilities Commission
Suite 410, 900 Howe Street
Vancouver, BC
V6Z 2N3
Attention: Mr. Patrick Wruck, Commission Secretary and Manager, Regulatory Support

Dear Mr. Wruck:
Re:

FortisBC Energy Inc. (FEI)
Application for Use of Lands under Sections 32 and 33 of the Utilities
Commission Act (UCA) in the City of Coquitlam for the Lower Mainland
Intermediate Pressure (IP) System Upgrade (LMIPSU) Project – Coquitlam Gate
IP Project (Project) (the Application)
FEI Reply to City of Coquitlam Submission on Process

FEI writes in reply to submissions on process from the City of Coquitlam (the City or
Coquitlam) filed with the British Columbia Utilities Commission (the Commission) on July 19,
2018 in accordance with the schedule set out in Exhibit A-2. FEI is filing this letter in
advance of the date specified in Exhibit A-2. Timing is of the essence in this matter, as
explained further below.
FEI’s submission addresses, and is organized around, the following points:


First, there is an urgent need to resolve any disputed technical matters that affect
construction planning, but re-paving and the NPS 20 IP gas line removal cost
allocation can be addressed later.



Second, the scope for disagreement regarding technical matters should be very
limited, given that the documents reflect feedback obtained from the City over many
months.



Third, FEI’s proposed process is fair, transparent and practical. It maximizes the
opportunity for public participation within the practical constraint that the technical
matters require resolution by August 31 in order to avoid risk of significant harm to
FEI and its customers. The City’s proposed process, which targets resolving the
issues in October, would be highly prejudicial to FEI and its customers.

July 24, 2018
British Columbia Utilities Commission
FEI Application Under Sections 32 and 33 Use of Lands in the City of Coquitlam
for the LMIPSU Project – FEI Reply Submission on Process
Page 2

A. Some Matters Require Urgent Resolution, While Others Do Not
The City confirmed in its submissions that the issues are those identified by FEI. The City
does, however, take issue with FEI distinguishing among the issues based on some being
“technical” and others being “financial”. The City’s submission, in focusing on FEI’s
nomenclature, misses FEI’s essential point. Irrespective of the nomenclature, or whether or
not “technical” issues have financial implications (FEI readily accepts that they may), FEI’s
point was to distinguish between:


Matters that must be resolved immediately for the Project to proceed on schedule,
and to avoid significant negative consequences for FEI and customers; and



Matters that are less urgent because they need not be resolved before Project work
can proceed.

Matters Requiring Urgent Resolution to Avoid Prejudice to FEI and Customers
The City has not yet provided formal approval for the following items:
1. Protocols and processes to guide FEI and the City’s interactions;
2. Traffic Management Plans; and
3. Engineering Drawings relating to the Coquitlam Gate IP Project.
These matters, which FEI termed “technical” matters, need to be formally resolved in order to
allow FEI’s pipeline integrity work to proceed on a timely basis and in a cost-effective
manner.
FEI’s construction planning requires reference to the Engineering Drawings and Traffic
Management Plans and protocols and processes. The Engineering Drawings set out, among
other things, the alignment of the new gas line and where it is situated relative to other
infrastructure. Traffic Management Plans include traffic control plans, public information
plans and technical drawings to address traffic management during construction. The
protocols and processes upon which FEI has proposed to proceed include identifying
commercial considerations (cost and invoice details), key personnel and contact information,
and stipulating lead times required to manage, relocate or modify municipal infrastructure for
construction of the new gas line.
FEI has addressed urgency in further detail in Section C of this letter.
Matters that Can Be Resolved Later Without Prejudicing Anyone
By contrast, the following items, which FEI called the City’s Financial Demands in the
Application, and which the City has described as follows, can be addressed on a lessexpedited timeline and after construction has commenced:
1. “Removal of 380 metres of the decommissioned NPS 20 IP gas line under Como
Lake Avenue between North Road and Clarke Road in the Burquitlam area”; and
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2. “Repair and repaving of the damage that FEI and its contractors will do to Como Lake
Avenue”.
Paving work obviously will occur after much of the Project work has taken place.
Removal of decommissioned gas line also will occur after the new NPS 30 IP line (i.e., the
gas line to be installed during the course of the Project) has been installed. Moreover, only
cost allocation is at issue, and the dispute over allocation has no impact on construction
schedule or Project work.
In this regard, it is noteworthy that the City has identified the removal of the entire length of
the existing NPS 20 IP line, apart from 380 metres that it wants to address now, as an issue
that can await some future process (along with exploring a new Operating Agreement). The
City never reconciles its view that the cost allocation for a 380 metre section of the NPS 20
IP line must be resolved immediately with its concession that the cost allocation for the
remainder of the same pipe could wait until a future process. This further demonstrates the
virtue of addressing what FEI characterized in the Application as the “City’s Financial
Demands” in a non-expedited process.
B. The Issues Are Narrower than the City Suggests
As explained below, the technical matters are narrower than the City suggests. The true
nature of the dispute over the City’s Financial Demands also does not come across clearly in
the City’s submission.
“Terms Agreed To” Consolidate Technical Resolutions Reached Over Many Months
The City alleges that FEI has overstated the extent of any agreement between FEI and the
City with respect to the “technical” issues. FEI was careful to say in its Application that the
City was still reviewing the “Terms Agreed To” document at the time the Application was
filed. FEI’s fundamental point is that the “Terms Agreed To”, although lacking formal sign-off,
largely consist of prior agreements on discrete issues reached over many months.
The parties have been negotiating technical terms for months. Technical documentation has
been passed back and forth, with the City providing feedback on multiple iterations. At each
iteration, the scope of the issues became narrower and narrower. The outstanding issues on
those documents were very narrow by the time the parties consolidated where they stood in
a single document – the “Terms Agreed To”. So, while the City would have needed to
ensure that the “Terms Agreed To” accorded with what had previously been agreed through
multiple iterations and correspondence, this should have been a relatively straightforward
task.
FEI has included with this letter correspondence illustrating the extent to which the parties
had reached agreement on technical matters even before further meetings took place in
June 2018 (Appendix A). As described in the Application, FEI has made further adjustments
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to the technical documents, including revisions to the Traffic Management Plans, to respond
to comments from the City reflected in that correspondence.1
Given that the “Terms Agreed To” are, in large measure, a consolidation of past agreements,
FEI is surprised by the City’s suggestion that it now requires over a month (late June until
August 3) to provide comments. This is particularly the case since the City had stated that in
June it was in the process of developing a response to the “Terms Agreed To”.
To the extent that the City actually has concerns with respect to the aspects of the technical
documentation, it should not be waiting until August 3 to articulate them.
Changing the Contractual Cost Allocation and Repaving Obligations
It is also worth taking a moment to reiterate the nature of FEI’s position on the City’s
Financial Demands, as it does not come through in the City’s letter.
First, FEI does not dispute that FEI has an obligation under the Operating Agreement to
reinstate paving “which it has disturbed”. The issue is that the City is asking FEI to improve
and repave portions of the road that will not have been disturbed by FEI. This goes beyond
FEI’s obligations under the Operating Agreement.
Second, there is no question that the City can require FEI to move the existing NPS 20 IP
line. The Operating Agreement allows the City to make that request, and the City could
make that request today if its removal is important to the City. FEI has made that position
clear to the City on many occasions. The fundamental issue of disagreement between the
parties is purely financial - how much the City is obligated to contribute towards the
movement of a gas line. Simply put, the City is unwilling to accept the cost allocation formula
set out in the existing Operating Agreement, and the City’s view of the importance of the
removal work seems to depend on whether or not it has to pay.
C. FEI’s Proposed Process is Fair, Transparent, and Practical
FEI’s proposed process is fair, transparent and practical. It maximizes the opportunity for
public participation within the practical constraint that the technical matters require resolution
by August 31 to avoid risk of significant harm to FEI and its customers. It also avoids any
prejudice to the City. By contrast, the City’s proposed process, which targets resolving the
issues in October, would be highly prejudicial to FEI and its customers.
There is Real Urgency on Matters that Affect Construction Planning
The City’s proposed process, which would extend the timeline into October, is premised
entirely on the notion that the case for an expedited process is weak, citing FEI’s statement
that construction is scheduled to begin in “early 2019 (weather permitting)”. The City is, with
respect, disregarding the obvious fact that construction on a project of this size cannot
commence unless a significant amount of preparatory work and planning is in place.
1

Exhibit B-1, Application, pp. 14-15.
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The City knows full well this is the case, as FEI has communicated this fact on a number of
occasions. FEI’s Application had also reiterated that there is urgency, and that the resolution
of the technical matters must occur soon. For instance:2
The impasse with Coquitlam risks interfering with FEI’s ability to perform the
work in Coquitlam on a coordinated and continuous basis with the rest of the
LMIPSU Project. It challenges FEI’s ability to address the NPS 20 IP gas line
integrity issues in a timely and cost effective manner.
The Application also provided that:3
…Work is currently underway in Vancouver and a portion of Burnaby.
FEI was able to achieve significant Project savings by awarding the three
segments of the Project (e.g., Vancouver, Burnaby and Coquitlam) to one
contractor, with the expectation that the work would be completed on a
coordinated and continuous basis. Delays in completing construction through
the Coquitlam segment will result in increased construction costs and delays
to the de-commissioning and resolution of the integrity issues for both the
existing NPS 20 IP gas line and the Fraser Gate IP gas line.
FEI obtained significant savings on the base construction price (on the order of several
million dollars) as a result of allowing its contractor to plan, procure, coordinate, construct
and manage the Vancouver, Burnaby and Coquitlam spreads as a single unencumbered
scope of work. FEI will incur additional Project costs if it does not give its contractor notice to
proceed with the Coquitlam segment in early September 2018. A delay in FEI’s issuance of
a notice to proceed to the contractor is also likely to result in Project delays.
The City Should Have Already Provided its Detailed Response on “Terms Agreed To”
The Commission’s letter had requested that the City submit its position on the issues or
provide additional information. In its submission, the City has not identified a particular issue
with the “Terms Agreed To” beyond expressing very general disagreement with the protocols
and processes, Traffic Management Plans, and FEI’s Engineering Drawings.4
It has
deferred a more detailed response until August 3. FEI submits that meeting the spirit of the
Commission’s request required the City to provide last week the type of response it is now
delaying until August 3.
As indicated above, there is little reason - apart from the fact that delay improves its
negotiating position - why it should take the City over one month to respond to the “Terms
Agreed To”. FEI observes that the City’s approach should not deter the Commission from
advancing this process in a timely manner. The pre-condition for the Commission to
2
3
4

Exhibit B-1, p. 3.
Exhibit B-1, p. 7.
A final review of the “Terms Agreed To” was also requested by FEI in a letter to the City dated June 28, 2018
attached as Appendix C to this filing.
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exercise its authority under sections 32 and 33 of the UCA is that the parties cannot reach an
agreement. The City suggesting there is no agreement on the “Terms Agreed To” and not
responding in a timely manner meets the requirements of sections 32 and 33 just as much as
it would in the case where the municipality responds in a timely way expressing
disagreement. The Commission need not, and should not, await further evidence from
Coquitlam in the present circumstances.
FEI submits that the process the Commission should adopt should allow for a swift
determination on technical matters that will allow construction on the Project to move forward
on schedule.
FEI Has Proposed an Open and Transparent Process
In its submissions, the City conflates open and transparent process with a process that
involves broad active intervention by parties that are not directly involved in the matter.
The process is already open and transparent. Materials related to the proceeding have been
posted on the Commission website. The City has stated its intent to post the Application on
its website as well.
The City’s proposal of newspaper publication and information requests for technical matters
that have already been discussed between FEI and the City for many months will have the
effect of extending the process beyond the August 31 date that is so critical for the Project
schedule. Indeed, the City is contemplating a process that would continue through October.
In developing a fair and efficient process, the prejudice to FEI and its customers from
delaying is a legitimate consideration that weighs in favour of an expedited process that
resolves by August 31 all of the issues that must be resolved before FEI issues a Notice to
Proceed to the contractor.
The City and FEI are the parties directly engaged in the development of Traffic Management
Plans, Engineering Drawings and the protocols between them. The City has never identified
another party whose involvement would be required in order to determine the technical
matters that need to be resolved in order to allow the Project to proceed on schedule. Over
the course of many months of negotiations, the City has never previously sought to involve
the public regarding these technical matters and in FEI’s experience, it is not typical to
involve other parties in resolving items of this nature.
Obviously, every decision on a technical matter has the potential to have financial
consequences for customers and residents, but so does every non-decision and delay.
Given the significant implications of a delay beyond August on the resolution of the technical
issues, the reasonable alternatives are (i) dealing with all issues, both the technical and
financial issues, by August 31, or (ii) FEI’s proposal to delay the financial issues. FEI’s
proposed process singles out the two biggest issues from a financial perspective for being
addressed over a longer process timeline, which would be more conducive to
accommodating greater involvement from other parties if the Commission considers that to
be necessary.
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There is no prejudice to the City by delaying the resolution of those two financial issues. As
evidence of that point, as described above, the City has indicated its desire to address the
relocation of other segments of the NPS 20 IP line at a future date after this proceeding.
This is, in effect, an acknowledgement that the allocation issue for removal of the abandoned
pipe is a distinct issue.
Confidentiality
The City agrees with FEI that sensitive technical information should be kept confidential. It
appears from the City’s submission that the only portion of FEI’s Application to which the City
objects is the proposed confidential treatment of Appendix C. FEI has attached a version of
Appendix C (in Appendix B to this filing) with the commercially sensitive figures redacted.
With the redactions, the terms, absent the dollar amounts, will be publicly available.
FEI agrees with the City that the result of this proceeding should be made public, including
the Commission’s determinations.
FEI also does not object to the City’s request that the City’s responses to Commission
questions in the context of the Material Change Report be placed on the record provided that
that the information that is either commercially sensitive or should be safeguarded for asset
security reasons is redacted.
Conclusion
FEI submits that the Commission should proceed on the basis of the process proposed by
FEI. It is fair to FEI, FEI customers, the City and its constituents.
If further information is required, please contact Ilva Bevacqua at 604-592-7664.
Sincerely,
FORTISBC ENERGY INC.

Original signed:
Diane Roy
Attachments
cc (email only):

Registered Parties

Appendix A
CITY OF COQUITLAM LETTER DATED MAY 15, 2018

Appendix B
TERMS AGREED TO, DATED JUNE 21, 2018
REDACTED

Appendix C
FEI LETTER TO CITY OF COQUITLAM, DATED JUNE 28, 2018

Douglas L. Stout
Vice President, Market Development
and External Relations
16705 Fraser Highway
Surrey, BC V4N 0E8
Tel: 604-592-7911
E-mail: douglas.stout@fortisbc.com
www.fortisbc.com

June 28, 2018

City of Coquitlam
3000 Guildford Way
Coquitlam, B.C.
V3B 7N2

Via Email: psteblin@coquitlam.ca

Attention: Peter Steblin,City Manager
Dear Mr. Steblin:
RE:

FortisBC Gas (“FortisBC”) - Lower Mainland Intermediate Pressure System
Upgrade ("LMIPSU") Project

We write as a follow up to our meeting of June 20, 2018 (“June 20 Meeting”).
FortisBC appreciates the efforts by the City to work with FortisBC to reach substantive
agreement on the key technical issues relating to the LMIPSU Project and efforts to
document these agreements in the jointly prepared “Terms Agreed To” document.
Strong ongoing collaboration and communication between the Parties is critical to
minimize the impacts to your constituents and our customers throughout Project
execution. We understand the City is completing an internal review of the jointly
prepared document, to which we look forward to any final comments. Given the number
of iterations these terms have gone through during the drafting of the Construction
Services Agreement that preceded the “Terms Agreed To”, we are hopeful that any
comments will be focussed on the final remaining issues our respective representatives
worked on together over the past few days.
Although we have made good progress on technical issues, it is evident that FortisBC
and the City have reached an impasse with respect to the following conditions that the
City is placing on the issuance of the approvals of the Main Construction Order (MCO)
alignment drawings for the 30 inch gas line to be constructed along Como Lake Avenue:


Complete road improvements and the final repaving of all four lanes of Como
Lake Avenue and provide security in the form of a letter of credit in the amount of
$6 million;



Remove a 380m portion of the abandoned 20” inch gas line at FortisBC’s cost
following the planned decommissioning of the 20” line in 2020.

As discussed during the June 20 Meeting, FortisBC is unable to agree to these requests.
They represent a departure from our Operating Agreement, and more importantly would
result in FortisBC incurring significant unwarranted costs that would have to be
recovered from our customers.
As discussed at the June 20 Meeting, FortisBC is filing an application to the British
Columbia Utilities Commission (BCUC) seeking an order allowing FortisBC to proceed
with the construction of the 30” gas line based on the terms of the Operating Agreement
and the technical “Terms Agreed To” between the Parties. Should there be further
revisions to the “Terms Agreed To” between the Parties, then FortisBC will update the
Application with the BCUC. We will provide a copy of our application to the City at the
time of filing.
We look forward to hearing from you on the final review of the “Terms Agreed To”. With
the resolution of the two conditions by the BCUC, our hope is that we will be able to
move forward together towards the successful implementation of the Project in a manner
that addresses the needs of FortisBC’s customers and Coquitlam residents alike.

Sincerely,
FortisBC Energy Inc.

Douglas L. Stout
Vice President
Market Development and External Relations

CC:
FortisBC:
Mike Leclair, VP Major Projects
Art Kanzaki, LMIPSU Sr. Project Director
Melanie Kilpatrick, LMIPSU Project Director
Gord Schoberg, Public Affairs

City of Coquitlam:
Mayor Richard Stewart (rstewart@coquitlam.ca)

