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(IR) No. 1 on FortisBC Evidence

1 1. Reference: Exhibit A-11, BCUC IR 1 series, page 1&2; Exhibit B1-8, page 1-2.
On page 1 and 2 of Exhibit B1-8, FBCU states:

The Fair Return Standard is a fundamental element of the regulatory compact and is captured in
section 59(5) of the UCA [Utilities Commission Act]. The BCUC has confirmed that the Fair Return
Standard requires that a fair and reasonable overall return (including a return on and of capital) is
one that meets all three of the following requirements:

e iscomparable to the return available from the application of the invested capital to other
enterprises of like risk (comparable investment requirement);

e enables the financial integrity of the regulated enterprise to be maintained (financial
integrity requirement); and

e permits incremental capital to be attracted to the enterprise on reasonable terms and
conditions (capital attraction requirement). [Emphasis added]

The 2013 GCOC Decision, citing the Supreme Court of Canada decision in Northwestern Utilities Ltd. v.
Edmonton (City), [1929] S.C.R. 186, (Northwestern Utilities) at pages 192-193 describes the Fair Return
Standard (FRS) as follows:

... By a fair return is meant that the company will be allowed as |arge a return on the capital
invested in its enterprise, (which will be net to the company,) as it would receive if it were
investing the same amount in other securities possessing an attractiveness, stability and
certainty equal to that of the company’s enterprise. [Emphasis added]

2
3 11 Please explain why the FRS, as defined by the Supreme Court of Canada, deals
4 exclusively with external market comparatives of (attractiveness, stability, and
5 certainty) and the FBCU interpretation suggests that the BCUC has defined it in
6 terms of internal measures of the maintenance of financial integrity and ability to
7 attract capital.
8
9 Response:

10 FEl and FBC do not agree with the distinction that appears to be made in the question.

11  First, the “FBCU interpretation” represents the articulation of the Fair Return Standard provided
12 by the National Energy Board*, which has been endorsed by the BCUC in subsequent decisions.?

13  Second, what CEC terms “external market comparatives” are referenced in the quoted articulation
14  of the Fair Return Standard which references comparable investments, capital attraction and
15 financial integrity (i.e., stability).

1 National Energy Board Decision RH-1-2008 in respect of Trans Quebec & Maritimes Pipeline.
2 2009 Cost of Capital Decision, p. 15; 2013 GCOC Stage 1 Decision, p. 50; 2016 Cost of Capital Stage 1 Decision,
pp 3-5.
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1 Third, the ability to attract capital, financial integrity and comparable investments are interrelated.
2  The Supreme Court of Canada described the relationship between what the CEC terms “internal
3  measures” and “external market comparatives” in considering the Fair Return Standard in Ontario
4  (Energy Board) v. Ontario Power Generation Inc., 2015 SCC 44 at para. 16:
5 This means that the utility must, over the long run, be given the opportunity to
6 recover, through the rates it is permitted to charge, its operating and capital costs
7 (“capital costs” in this sense refers to all costs associated with the utility’s invested
8 capital). This case is concerned primarily with operating costs. If recovery of
9 operating costs is not permitted, the utility will not earn its cost of capital, which
10 represents the amount investors require by way of a return on their investment in
11 order to justify an investment in the utility. The required return is one that is
12 equivalent to what they could earn from an investment of comparable risk. Over
13 the long run, unless a requlated utility is allowed to earn its cost of capital, further
14 investment will be discouraged and it will be unable to expand its operations or
15 even maintain existing ones. This will harm not only its shareholders, but also its
16 customers...
17 [Underlining added.]
18
19
20
21 1.2 Please confirm that at times capital markets can freeze up or become very strained
22 or disrupted, and attraction of capital may be difficult or impossible at times for the
23 FBCU and/or its comparable corporate investment entities.
24

25 Response:

26  Thatis correct and especially true for BBB rated entities as compared to A rated entities.

27  Please also refer to the response to BCUC IR1 6.4.

28
29

30

31 1.3

32
33
34

35 Response:

Please confirm that the financial integrity of the regulated enterprise, at least in
significant part, is the responsibility of the management of FBCU and is dependent
on corporate actions, inactions, and choices for deployment of capital.

36  FortisBC confirms that management plays an important role in maintaining financial integrity.
37 However, parameters in which management operates are determined by external factors
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1 including legislation, regulation and market conditions. The business risk appendices address a
2 number of external factors that constrain management action.

3

4

5

6 1.4 Please provide FBCU'’s perspective as to why the FRS, as defined by the Supreme
7 Court of Canada, chose not discuss at all the return of capital.

8

9 Response:

10 Please refer to the responses to BCUC IR1 1.1 and 1.1.2.

11

12

13

14 15 Please discuss why the return of capital should not be primarily based on the
15 regulatory imperative to enable the regulated entity to recover costs prudently
16 incurred for its planned used and useful contribution to benefiting the customers of
17 the regulated utility, as opposed to being a function of the FRS.

18

19 Response:
20 Please refer to the responses to BCUC IR1 1.1 and BCUC IR1 1.1.2.

21
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2. Reference: Exhibit A-11, BCUC IR 1 series, Page 2; Exhibit B1-8, page 10 and 2

On page 10 of the Exhibit B1-8, FBCU states, “The application of the Fair Return Standard ensures that
utilities are in a3 position to

e support the energy and environmental policy objectives of the BC government to the extent
appropriate under the UCA; [...]

1.2 Please clarify which of the three requirements under the FRS requires the support of energy and
environmental policy objectives as FBCU notes above

On page 2 of Exhibit B1-8, FBCU states

The application of the Fair Return Standard to FEI and FBC must account for the ongoing
challenges that each utility respectively faces in attracting capital on reasonable terms
and conditions. The overall return must reflect the business risks facing FEl and FBC that
define the potential risks and uncertainties that each company faces in achieving a Fair
Return on and of invested capital in both the short and long-term,

13 Please discuss how the risk of energy transition impacts each of the FRS requirements
(comparable investment, financial integrity, and capital attraction) to FEl and FBC

2.1 Please confirm that regulatory entity compliance with government legislation,
including environmental legislation, is primarily a function of the management of
the regulated entity and that the costs of doing so are regularly seen by regulators
to be in the public interest and that the public interest in this sense is seen by
regulators as a contribution to the benefit of the regulated entity’s customers if
prudently incurred.

Response:

FortisBC agrees that utility compliance with legislation, including environmental legislation, is
primarily a function of the management of the utility, that the costs of doing so are regularly
scrutinized by the regulator and that reasonably incurred costs are generally recovered in rates.
However, as explained in FEI's business risk evidence, the BCUC and other regulators have
oversight over many matters that are fundamental to the success of the utility business.
Regulatory oversight involves the exercise of discretion, giving rise to regulatory risk. Decisions
of a regulator can, for instance, adversely affect short-term earnings. They can also hinder the
utility‘s ability to implement initiatives that align its operations with government policy and
regulation, particularly with regards to climate policy related legislation and regulations.

Even if the regulator approves the costs and associated rates, the risk remains that the utility may
not be able to recover all of its invested capital and this risk should be considered in determining
a Fair Return.

Please also refer to the response to CEC IR1 17.1.
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2.2 Please confirm that investment of capital in the securities of other comparable
corporate investment opportunities would presume that these entities also have
obligations to comply with government legislation and operate with regard to
environmental and other social concerns in the public interest for the benefits of its
customers.

Response:

Confirmed. However, the impact of legislation varies in different jurisdictions. For instance, as
discussed in Concentric’s evidence (Appendix C, Figure 40) many jurisdictions in the U.S. have
passed legislation to prohibit local governments from (a) banning the use of gas in buildings and
(b) implementing electrification codes. In BC, by contrast, the provincial and local governments
are pursuing policies to restrict or even effectively ban the use of natural gas in the building sector.
These differences in policy should be considered when using proxy groups to determine the
appropriate ROE and capital structure.

2.3 Please confirm that while the FBCU is facing significant energy transition issues,
there are many comparable entities with comparable transition issues in their
business sectors that may have issues of raising capital through sale of their
securities, and that certainly some of these entities are facing similar energy
transition issues.

Response:

FortisBC agrees that other utilities are affected by the Energy Transition, although some utilities
have been more affected than others.

As presented in Figure 49 of Concentric’s evidence, approximately 50 percent of utilities in its
U.S. gas proxy group face natural gas bans and electrification initiatives and 50 percent are in
jurisdictions that prohibit gas bans and building electrification codes. FortisBC believes that
compared with other jurisdictions in Concentric’s proxy groups, BC is at the forefront of the Energy
Transition, with all levels of government introducing new policies in rapid succession. This is
apparent in the provincial government’s recently updated CleanBC Roadmap to 2030 (Roadmap)?
winning an award at the United Nations COP26 climate conference at Glasgow, Scotland.*

3 https://cleanbc.gov.bc.cal.
4 https://news.gov.bc.calreleases/2021ENV0068-002116.
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2.4 Please discuss how energy transition issues impact each of the FRS criteria of
attractiveness, stability, and certainty.

Response:
Please refer to the response to BCUC IR1 1.3.

2.5 Please discuss the role of the management of an entity in proactively implementing
mitigations to the potentially challenging impacts of a transition, including an
energy transition, such that the mitigations provide a path to attractiveness,
stability, and certainty for the entity.

Response:

Management has a critical role to steer the company in the multi-decade Energy Transition. This
includes putting forward initiatives that proactively address anticipated risks of the Energy
Transition. FortisBC’'s management has been proactively pursuing business opportunities to
mitigate the Energy Transition risk. For instance, FEI is the first gas utility in North America with
a functional renewable natural gas program. Other examples of FEI's climate leadership are its
Low Carbon Transportation and LNG export initiatives as well as its efforts to significantly increase
its Renewable Gas supply which can partially mitigate some of the related escalating risks and
materially reduce its customers’ emissions.

Nevertheless, the successful implementation of these initiatives is uncertain and may depend on
factors such as policy and regulatory support which are at least partially outside the control of
management. As such, and as explained in Concentric’s evidence, while alternative pathways
such as RNG and hydrogen may offer a potential solution for FEI through the Energy Transition,
investors perceive significant risk to those pathways and expect that the risks associated with
these initiatives be reflected in the determination of the Fair Return.

2.6 Please confirm that there are many comparable entities facing transitions,
including energy transitions, and which are engaged in implementing proactive
mitigations of the challenges they face in dealing with the impacts of their
transitions.
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Response:

FortisBC cannot comment on whether other comparable utilities facing energy transition risk are
proactively engaging in mitigation of these risks as it is not privy to management decisions in
those companies. Nevertheless, FortisBC generally observes that some gas utilities are starting
to consider or have already implemented projects to add Renewable Gas into their supply
portfolio. Similarly, FortisBC observes that similar to FBC and in anticipation of increased use of
EVs, some electric utilities are pursuing initiatives to increase customers’ access to fast charging
infrastructure.

2.7 Please provide the percentage of the provincial objectives for reductions in GHG
emissions being provided by the FEI initiatives to provide renewable natural gas
to date, and by those planned for the future, assuming regulatory support for these
FEI energy transition risk mitigation activities.

Response:

FEI interprets this question to ask what share of the GHG reductions targeted by the provincial
climate plan have and will come from FEI emission reduction initiatives.

The CleanBC Roadmap to 2030 (CleanBC Roadmap) released in late 2021 targets 26.7 Mt of
GHG reductions by 2030. In 2020, FEI helped its customers avoid 420,000 tonnes of carbon
dioxide emissions equivalent, which is approximately 1.5 percent of the total targeted GHG
emissions reductions within the Roadmap. By 2030, FEI has been planning to help customers
reduce at least 3.9 Mt of carbon dioxide emissions equivalent, which is approximately 15 percent
of the total.

FEI's contribution to emission reductions in BC is expected to grow in order to comply with the
proposed 6.11 Mt emissions cap for natural gas utilities that was introduced when the CleanBC
Roadmap was released. Approximately 5.5 Mt, which is equivalent to a 47 percent reduction in
the buildings and industry sectors combined and 21 percent of the total emissions reductions
identified in the CleanBC Roadmap, will be accomplished by the emissions cap on natural gas
utilities. FEI's share of the 5.5 Mt is uncertain at this time as further details on the emissions cap
are not yet known and are key to knowing the role of different compliance mechanisms like
renewable natural gas. FortisBC has conducted preliminary analysis on compliance pathways to
achieve the cap. FEI expects that renewable and low-carbon gas could provide over half of the
5.5 Mt reductions with energy efficiency, carbon capture and storage and fuel switching in industry
providing the balance. However, this expectation is based on policy being designed in a way that
will allow FortisBC to undertake these actions.
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1

2

3

4 2.8 Please confirm that FEI has plans to pursue as many cost-effective energy

5 transition mitigation initiatives as it can reasonably implement to meet provincial

6 GHG reduction targets.

-

8 Response:

9 The question as phrased includes some ambiguities / generalities that make FEI reluctant to
10  simply confirm its accuracy. However, FEI understands the general sentiment and can confirm
11 that it is a corporate priority to help achieve provincial GHG reduction targets, and believes that
12  this can be done cost effectively.

[EnY
w
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1 3 Reference: Exhibit A-11, BCUC IR 4.4 series, Page 5

44 Please confirm, or explain otherwise, that FEI's projects, such as the TLSE Project are in line with
provincial decarbonization targets

4.4.1 If FEl can meet Provincial decarbonization targets, please discuss how this will impact
FEI's competitive and operational landscape and the implications for FEI's customer
rates and throughput. Please include a short-term vs. long-term assessment

4411 Please discuss the same if FEI cannot meet Provincial decarbonization
targets. Please include a short-term vs. long-term assessment

2
3 3.1 Please confirm that FEI is about to file its Long-Term Gas Resource Plan (LTGRP)
4 and that FBC has already filed its Long-Term Electricity Resource Plan (LTERP).
5
6 Response:
7  Confirmed.
8
9
10
11 3.1.1 Please confirm that the evidence in these filings may be referenced, in
12 this proceeding, from the FBCU point of view, without the need to file this
13 evidence in this proceeding.
14

15 Response:

16  FortisBC is not opposed to parties referencing information from other proceedings in the context
17  of asking information requests, which is how FortisBC interprets the proposal in the question. For
18 clarity, FortisBC believes that it would be unnecessary and inefficient to have the entire resource
19 plan filings simply deemed to be part of the evidentiary record in this proceeding; the resource
20 plan filings are voluminous, and there are separate proceedings for assessing the plans.

21

22

23

24 3.2 Please confirm that FBCU’s energy transition mitigation initiatives in these long-
25 term planning filings are a significant focus of the FBCU long-term planning and
26 that the FBCU intend to continue the development of energy transition mitigation
27 initiatives and continue to improve their cost effectiveness.

28

29 Response:
30 Confirmed.
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3.3 Please confirm that FBCU energy transition mitigation initiatives can be
substantially and significantly impacted by regulatory decisions and government
legislation and regulation, which can encourage and support the energy transition
mitigations or can provide barriers to the same, all of which can impact the
assessment of energy transition risks.

Response:

Confirmed.

3.4 Please confirm that to the extent FBCU has encouragement, support, and removal
of barriers assistance in the future from regulators and governments, this could
substantially reduce the energy transition risks to the FBCU.

Response:

Yes, it could mitigate the developing Energy Transition risk. Political risk, which considers the
impact of government policies and regulation on utility operations, is a major component of the
Energy Transition risk. As such, to the extent that political risk is mitigated (through measures that
are supportive of the role of gas system in decarbonization and removing barriers to its use for
example), the Energy Transition risk is also positively impacted. Further, as explained in
FortisBC’s evidence, regulatory support will be essential to FortisBC’s initiatives to mitigate these
risks.

3.5 Please confirm that FEI's investment in bringing on RNG enables its customers to
avoid carbon taxes at $50/CO2te in 2022 and $170/ CO2te.

Response:

Confirmed. However, currently, the price for natural gas, even after considering the carbon tax, is
lower than the price for RNG.

For instance, assuming an average RNG price of $22 per GJ, FEI's existing gas commodity rate
of $4.503 per GJ and the carbon tax of $2.5588 per GJ for April 2022, the natural gas is
approximately $15 per GJ less costly than RNG even after considering the carbon tax.
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By 2030, the carbon tax is expected to increase to $8.40 per GJ. Keeping the gas commodity rate
constant at $4.5 per GJ, the RNG price premium would shrink to approximately $9 per GJ. FEI
expects that potential technological advancements in the Renewable Gas sector can further
reduce the average price gap between acquired renewable and natural gas; however, the
potential magnitude of cost reduction is uncertain at this time.
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4. Reference: Exhibit B1-8-1, Appendix D, page 5

FortisBC Energy Inc.
Consolidated Statements of Earnings
For the years ended December 31
(in millions of Canadian dollars)

2020 2019
Revenue (note 17) s 1,385 $ 1,33
Expenses
Cost of natural gas 469 437
Operation and mantenance (notes 4 and 24) 272 265
Property and other taxes 68 68
_Depreciation and amortization (notes 6, 7 and B) 241 240
Total expenses 1050 = 1,010
Operating income 335 320
Other income (notes 18 and 24) 70 94
Finance charges (notes 19 and 24) 205 213
Earnings before income taxes 200 201
Income tax expense (note 21) 11 18
Net earnings 189 183
_Net earnings attributable to non-controlling interests 1 !
Net earnings attributable to controlling interest s 188 $ 182

4.1 Please confirm that the 40% and 30% limitation is a percent of EBITDA.

Response:

As discussed in FortisBC’s evidence, the proposed earnings-stripping rule limits the amount of
net interest expense that a corporation may deduct in computing its taxable income to no more
than a fixed ratio of “Tax EBITDA”. Tax EBITDA is generally defined as a corporation’s taxable
income before taking into account interest expense, interest income and income tax, and
deductions for depreciation and amortization, where each of these items is determined for tax
purposes. This amount would not be the same as Accounting EBITDA.

Please also refer to the response to BCUC IR1 5.3.

4.2 Please confirm that from the above 2020 financial statement EBITDA for FEI would
consist of $335 million in EBIT and $576 million in EBITDA, and that 40% limit for
this would be $230 million (above the current financing charges) and the 30% for
this would be $173 million (potentially invalidating $32 million of tax deduction).

Response:

As discussed in the response to CEC IR1 4.1, the proposed earnings-stripping rule limits the
amount of net interest expense that a corporation may deduct in computing its taxable income to
no more than a fixed ratio of “Tax EBITDA”. Therefore, the EBITDA amounts calculated using



(< FORTIS BC" FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
S4

W

© 00 N o O

10
11
12

13
14
15

16
17

18
19
20
21

22
23
24

25

British Columbia Utilities Commission (BCUC) Submission Date:
2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022

Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 13
(IR) No. 1 on FortisBC Evidence

the 2020 financial statements amounts are not relevant for determining the relevant interest
deductibility thresholds and the amount of restricted interest expense.

For more information regarding the potential impact of these proposed rules (as currently drafted)
please refer to the response to BCUC IR1 5.3.

42.1 Please confirm that the consequence of this would be increased
Canadian Government taxation and that FEI would be able to recover
these taxes under current regulatory RRA processes from its customers.

Response:

The higher tax cost associated with the restricted generated expense would result in an
uncontrolled tax variance that would be borne by ratepayers. This would lead to higher rates for
ratepayers and a less efficient capital structure.

4.2.2 Please confirm this would not compromise FEI's recovery of costs but
would increase its costs and diminish FEI's cost structure
competitiveness.

Response:
Confirmed. Please refer to the responses to CEC IR1 4.2.1 and BCUC IR1 5.3.
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5. Reference: Exhibit B1-8, page 38

Table 6.5: Capital Cost for FEI's Major Capital Projects for 2019.2026

Tidury 18 L2 | 121 n o) N2 Wy 4000 oC
nland Gas Upgrades Progect 82 S0 "W NS s N2 . . 3002 BCuUC
Otanagan Capacty Upgrade . e 1"l 1138 w2 . . . 2713 Undet Ravew
Pamulic Brdge Cross g Replacement . 64 519 187 1na 29 . . oz BCUC
™C CcTs' 4 212 7 s 28 28 1378 Under Revew
Adwanced Mewr~g Nt ructine . . e 3 171 1Y W33 129 s 830 4 Under Revewn
Tibury ING Sworage Expans on . 88 4t 190 Wi 2517 2%W2 00 7O 0 Under Revew
Surnment and oher capad 1515 1632 ! 1881 1507 1832 188 1992 1728 Gor s

Total 1675 2577 3025 5600 7071 7856 G461 2008 37839

' Woodttre LNG has been exciuded fom FETs Maor Captal progects shown in s able
" Actuais are Yom 2010-2020 Annual Reports Sed wih BCUC
' 20212028 Sgures are Som CPCNs and OICs Sled with a0 exception of Sustanment 2nd ofer capital (see not below)

* Towal Progect Costs inciude captal empenditures pror 15 2015 and subsequent © 202¢ and were compiled Based on CPCNs ang OiCs Sled
Wi an exepton of Susament and oher 2D (See NOW Delow)

TG CTS stanas or Transm s son integrty Management Capabdtes Progect Coastal Tanamiss on Syatem
' Sustainment and other capital fgures are per 2015-2021 Annual Repors Sled wih BCUC and 2020-2024 MRP Applcation For 2028 and
2020, Forma BC assumed 2% escalaton owr poor year Total Sustanment and other captal i3 Yor 2021.202¢

5.1 Please describe the way in which any of these capital projects are investments in
energy transition mitigation.

Response:
Please refer to the responses to BCUC IR1 9.4 and 18.4.

5.2 Please confirm that these capital investments are being made to improve natural
gas system integrity, resilience, reliability and capacities.

Response:
Please refer to the responses to BCUC IR1 9.4, 11.4 and 18.4.

5.3 Please confirm that when FEI is addressing these issues it is substantially reducing
risks that other natural gas utilities may face and is getting out ahead of potential
failure risks, which if realized could significantly impact its financial attractiveness,
stability, and certainty, given that asset safety and reliable performance impact all
three of these criteria.
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Response:
Please refer to the responses to BCUC IR1 19.1 and 19.2.

5.4 Please describe any projects and their progress status and future timetables that
FEI or FBCU is making or planning to make investments in for RNG, Hydrogen,
Synthetic Natural Gas, Carbon Capture and Storage, Carbon Capture & Use, and
any other technologies for mitigating energy transition issues.

Response:

FEI has thirty RNG (biomethane) project applications that have been accepted by the BCUC and
that are in different stages of development, and a number of other potential supply opportunities
in various stages of negotiation in which FEI is planning to invest. To date, FEI has either invested
in or will invest in thirteen of these projects — all in BC. The amount of investment will vary based
on whether or not FEI is investing in RNG production equipment (upgrading) or simply receiving
gas on its system.

FEI is also enabled under the Greenhouse Gas Reduction Regulation (GGRR) to make
investments in hydrogen projects. FEI has identified a number of potential investment
opportunities in hydrogen projects; however, early stage work to determine the project feasibility
has not been completed so it is too early to report on project details, progress status and future
timetables.

Amendments to the GGRR would be required to enable any investments in commercial Synthetic
Natural Gas, Carbon Capture and Storage and Use projects. (The GGRR currently only enables
utility investment in RNG projects and certain types of low-carbon hydrogen, synthesis gas
(syngas) and lignin project assets).

Through the Clean Growth Innovation Fund, FEI is providing grants for pre-commercial and pilot
projects that reduce emissions in British Columbia. As part of its Annual Review for 2022° FEI
provided information on approved expenditures to date. Details of the individual projects and the
grants approved can be found in Table 10-7 of that filing (reproduced below).

5 (Exhibit B-2 https://docs.bcuc.com/Documents/Proceedings/2021/DOC_63692_ B-2-FEI-Annual-Review-2022-
Delivery-Rates-Appl.pdf)
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CGIF

Primary Funding
Partner Category Approved Project Description

Field pilot of carbon recycling system designed to lower oil &
gas emissions directly at source. The unit captures CO2 directly
from any flue stack of sufficiently large volume, and converts it
into marketable mineral feedstocks.

NGIF Carbon Capture $92,015

Testing of an adsorption technology using waste heat from a

NGIF Carbon Capture $28,042 CHP that uses less electricity vs conventional chillers.

Demonstration of membrane-based carbon capture technology

NGIF Carbon Capture $51,414 o
for flue emissions.

Retrofit of Once-Through Steam Generator with modular
decarbonization systems reduce 90 percent of the carbon

NGIF Carbon Capture $150,000 @ emissions. If successful, this technology has potential for
carbon capture in marine natural gas transportation
applications.

Carbon Capture Total $321,471

Demonstration of a commercial building using natural gas,

NGIF Combined Heat & Power $15,110 CHP’s and solar panels disconnected from the electrical grid.

Combined Heat &

Power Total $15,110

Development of patented photocatalysts to convert carbon
NGIF Low-Carbon Syngas $25,707 dioxide (CO2) and methane (CH4) simultaneously into low
carbon-intensity synthesis gas.

Low-Carbon Syngas

Total $25,707

Development of a novel scalable and automated hydrogen-
enriched natural gas (HENG) laboratory setup for conducting an

UBCO Low-Carbon Hydrogen $500,000 | integrated experimental studies on the performance and
feasibility of HENG - from injection, mixing quality, material
exposure, separation and combustion, to emission.

Prototype development and testing of novel methane pyrolysis

MEl LR ER el e S22 process, with two end products, hydrogen and carbon black.

Prototype development and testing of novel methane pyrolysis

NGIF Low-Carbon Hydrogen $42,845 process, with two end products, hydrogen and carbon black.

Testing of a patented nano-catalyst that can reduce cost of
NGIF Low-Carbon Hydrogen $25,707 PEM electrolysers used in production of hydrogen by reducing
the amount of platinum catalyst required.

This project will test technology that could reduce the cost of
large-scale electrolysers. The testing will be in environments
NGIF Low-Carbon Hydrogen $114,084 | which will validate some of its key features, advantages, and
benefits. This project will specifically test the ability to directly
couple with solar and wind applications with variable load.

The project objective of this initiative is to demonstrate a novel

process which uses renewable energy to split a mineral salt and

water, producing hydrogen, hydroxide, sulfuric acid and oxygen.
NGIF Low-Carbon Hydrogen $70,000 @ The hydroxide is combined with CO2 and then added to

seawater, permanently sequestering CO2 as bicarbonate.

This project will construct and operate a negative emissions

hydrogen pilot plant.
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CGIF

Primary Funding
Partner Category Approved Project Description

Prototype development and testing of novel methane pyrolysis

NGIF Low-Carbon Hydrogen $38,560 process, with two end products, hydrogen and carbon black.

Low-Carbon Hydrogen

Total $868,318

Piloting the integration of technologies to improve RNG
NGIF Renewable Natural Gas $77,121 production by allowing the co-digestion of dairy, poultry and hog
manure.

Testing of an integrated pyrolysis system coupling pre-
treatment, anaerobic digester and post-treatment to improving
carbon conversion efficiency and lower the biogas and
renewable natural gas production cost.

NGF

(UBC) Renewable Natural Gas $105,000

Demonstration of the conversion of wood waste into both RNG
and biocoal on a commercial scale. Biocoal would allow large

NGIF Renewable Natural Gas $77,121 industrial companies to reduce their reliance on fossil coal,
while the natural gas distribution industry would benefit from
additional access to lower-cost RNG.

Developing of technology to convert forestry waste and
agricultural crop waste into renewable natural gas (RNG). The
proposed project will validate the design for scaling up existing
technology. The project will include detailed design,
construction, and testing of a system capable of processing 1
tonne of biomass per day. Supporting subsystems for
surrogate methanation gas supply, instrumentation, controls,
and data collection are also be included in the project.

NGIF Renewable Natural Gas $77,121

Renewable Natural Gas

Total $336,363

Experimental and field work to reduce the GHG emissions from
natural gas engines using a combination of lab-based engine
experiments, as well as field measurements of GHG emissions
from in-use engines. The lab-based studies will develop
methodologies for in-use emission characterization and
strategies for emissions reductions, based on operating
conditions of field engines. This will provide technologies for low
GHG emission transportation systems and provide quantitative
emission characterization for inventory and policy development
purposes.

NGF

(UBC) Transportation $65,000

Transportation Total $65,000

NGIF operations and administration expenses per the

MEl leziis ke HZIB. 2 NGIF/FortisBC Master Funding Agreement.
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CGIF

Primary Funding
Partner Category Approved Project Description

¢ R&D on fugitive methane emissions quantification system
e LNG transfer technology

e Testing prototype micro-carbon capture and utilization
system
NGF

Uncategorized $130,000  ° R&D on combustion emissions sensing system
(UBC) e R&D on engine combustion emissions mitigation
technologies (e.g. cylinder deactivation, air-fuel ratio
optimization)
e R&D onrenewable energy (e.g. RNG) production and
integration systems
Uncategorized Total $345,253
Grand Total $1,977,223
1
2
3
4 55 Please describe the degree to which FEI or FBCU energy transition mitigation risks
5 are dependent on FEI being able to arrange financing or whether or not financing
6 for energy transition mitigation initiatives is more likely to be a function of energy
7 supplier investments.
8
9 Response:
10  FEI assumes that the question is asking whether the investments to mitigate Energy Transition
11  risks are dependent on FEI's ability to arrange financing or whether these investments are
12  dependent on energy suppliers’ ability to finance these investments.

13  FEl believes that investments to mitigate these risks depend on the ability to finance the mitigation
14  strategies in the entire supply chain, from conventional natural gas suppliers’ ability to finance
15 their strategies to limit their carbon intensity and methane leakages to RNG suppliers’ ability to
16  grow and FEI’s ability to arrange financing for its own initiatives to reduce its customers emissions.

17
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6. Reference: Exhibit B1-8-1, page 9 and 83

Table A2-1: FEI's Business Profile®

20157 20228

Type of Utility Local Distribution Company (LDC)
Energy Product Offering Natural gas, biomethane, propane
Service Area Mainland, Vancouver Island, and Whistler
Rate Base ($000s) 3,661,370 5,409,207
Sales/Transportation Volumes (TJ) 176,035 234,057
Average Number of Customers 970,389 1,068,458
Customer Profile by Demand

Residential 42% 41%

Commercial 32% 29%

Industrial 26% 31%
Customer Profile by Sales Revenue

Residential 60% 57%

Commercial 33% 27%

Industrial 7% 12%

Table A7-1: FEI's Net Customer Additions by Segment and in Total

Year 2015 2016 2017 2018 2019 2020 2021
Residential 12,508 11,359 13,357 19,257 10,609 12,995 10,241
Commercial 1,673 965 1,060 1,794 610 386 479
Industrial 51 6 22 16 50 19 10

Total 14,232 12,330 14,439 21,067 11,269 13,400 | 10,730

6.1 Please confirm that FEI has seen its sales and transportation volumes grow by
33% and its rate base has grown by 47.7% over the period between 2015 and
2022, or explain where this is provided in the evidence.

Response:

Confirmed. However, FortisBC notes as indicated by Footnotes 7 and 8 of Appendix A, the
numbers shown for 2015 and 2022 in Table A2-1 are from FEI's 2015 and 2022 Annual Reviews,
as such they are forecasts for 2015 and 2022, respectively. Based on the actual amounts for
2015 as shown in the response to BCUC IR1 11.1, the sales and transportation volumes
increased by approximately 26 percent while FEI's rate base increased by approximately 48
percent.

The growth in FEI's rate base is higher than the growth in volumes, as a large portion of FEI's
growth in rate base has been related to sustainment capital for the purpose of maintaining safe
and reliable services through FEI's natural gas system, and therefore, not directly related to FEI's
growth in volume or customers. Given the fact that FEI's growth in rate base is largely related to
sustainment and reliability of existing assets and that rate base is growing faster than FEI's
volumes, it is resulting in higher rates for FEI's customers and further reinforces the increased
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risks in FEI's business profile as well as the demand/market risk of FEI as discussed in Sections
2 and 7, respectively, in Appendix A of FEI's evidence. Please also refer to the response to BCUC
IR1 11.4 for further discussion of FEI's growth in rate base which includes sustainment capital,
growth capital, and capital in response to BC Government Policy, as well as the relationship
between growth in rate base and growth in volumes/customers.

6.2 Please provide the carbon tax in $/GJ for each year from 2015 to 2022.

Response:

As of April 1, 2022, BC’s carbon tax is set at $2.5588/GJ; this level is 72 percent higher than the
carbon tax rate in 2015. BC'’s historical carbon tax rates are provided in the table below. As can
be seen, from July 1, 2012 to April 1, 2018 the carbon tax remained unchanged at 1.4898 $/GJ.

Table A6-1; BC Carbon Tax Rates for Natural Gas Since 2012

‘]ut||3|’| i\ 2rCI)|12 April 1, Apr|I 1, April 1, April 1,
201% 2018 2019 2021 2022

Carbon Tax Rate ($/GJ) 1.4898 1.7381 1.9864 2.3053 2.5588

6.3 Please provide the customer attrition for each year from 2015 to 2021 in terms of
number of customers and demand volume reduction, or explain where this is
provided in the evidence.

Response:

Please refer to the response to BCUC IR1 11.1 for the annual volumes and customer count since
2013 as well as BCOAPO IR1 3.1 for the breakdown by customer type (i.e., residential,
commercial, industrial and low carbon transportation). However, FEI clarifies that although FEI
has not yet experienced customer attrition in the overall volume as well as customer count, growth
has slowed in recent years, as shown in Table A7-1 referenced in the preamble above. It shows
FEI's net customer additions, especially for residential and commercial customers, have been on
a consistent decline since the peak in 2018. In other words, although FEI is still experiencing
growth in customers (i.e., net customer additions) in recent years and therefore growth in volume,
the rate of the growth has slowed.
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6.4 Please provide the estimated net new building constructions for each year from
2015 to 2021, or explain where this is provided in the evidence.

Response:

The table below shows the BC Assessment Data for new construction residential buildings that
were built in or have an effective year of 2015 thru to 2020 in BC. The data is provided to FEI by
Landcor Data Corporation and due to the time lag of data being sourced by FEI, FEI does not
currently have the 2021 stats.

Type P 2016 2017 2018 2019 2020
Residential 21,502 | 24,698 | 24,833 | 23,750 | 24,739 | 22,199

6.5 Please provide the average temperature change for each year from 2000 to 2021
for the jurisdiction area FEI serves and, if necessary for providing the Commission
useful information, provide it on a weighted basis for customers by significant
temperature variance area.

Response:

The following table shows the change in the average annual temperature (degrees C) from 2000
to 2021 for the regions shown.
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1 Table 1: Change in Annual Average Temperature
Vancouver Lower
Year Inland Whistler Island Mainland | Columbia
2000 -0.9 -0.2 -0.2 -0.1 -0.9
2001 0.6 0.2 0.2 0.1 1.0
2002 0.2 0.4 0.0 0.5 (0.4)
2003 0.1 0.3 0.7 0.2 0.4
2004 0.2 0.8 0.3 0.5 0.1
2005 {0.5) {0.8) (0.7} (0.6} {0.8)
2006 0.4 0.1 (0.0} {0.2) 1.0
2007 {0.4) {0.6) (0.5} {0.5) {0.4)
2008 {0.9) (0.4) (0.4} (0.4} (1.0}
2009 0.2 0.4 0.4 0.5 (0.1)
2010 0.9 0.1 0.4 0.7 0.6
2011 {1.1) {0.3) (0.9} (1.0} {0.5)
2012 0.2 (0.9) 0.5 0.4 0.2
2013 {0.2) 1.2 0.1 0.0 {0.6)
2014 0.2 0.4 0.7 0.6 (0.1)
2015 1.1 0.9 0.6 0.4 1.4
2016 {0.2) {0.6) {0.1) {0.2) {0.4)
2017 (1.4) (1.1) {1.0) (1.0) (1.2)
2018 0.3 0.8 0.6 0.6 0.5
2019 {0.5) {0.5) (0.4} {0.4) {0.8)
2020 0.5 0.0 0.2 0.2 1.1
> 2021 0.4 0.0 (0.1} (0.1} 0.4
3 The following figure shows the data from Table 1 graphically:
Change in Average Annual Temperature
2
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1 To provide a customer-based weighting FEI used the 2021 actual proportions of residential and
2 commercial customer counts, as shown in the following figure:

2021 Customer Proportion by Region

CcoL
2%

¥4

The percentages were used as multipliers to develop the following weighted version of Table 1.

5 Table 2. Customer-Weighted Change in Annual Average Temperature
Vancouver Lower

Year Inland Whistler Island Mainland | Columbia
2000 (0.22) {0.00) {0.03) {0.06) (0.02)
2001 0.15 0.00 0.03 0.04 0.02
2002 0.04 0.00 0.00 0.29 {0.01)
2003 0.03 0.00 0.09 0.12 0.01
2004 0.04 0.00 0.04 0.32 0.00
2005 {0.13) {0.00) (0.09) {0.34) {0.02)
2006 0.10 0.00 {0.00) {0.09) 0.02
2007 (0.11) (0.00) (0.07) {0.30) (0.01)
2008 (0.23) {0.00) (0.06) {0.23) (0.02)
2009 0.05 0.00 0.05 0.27 {0.00)
2010 0.23 0.00 0.06 0.42 0.01
2011 {0.27) {0.00) {0.11) {0.61) {0.01)
2012 0.19 {0.00) 0.06 0.25 0.02
2013 (0.06) 0.00 0.01 0.02 (0.01)
2014 0.05 0.00 0.09 0.34 (0.00)
2015 0.28 0.00 0.08 0.26 0.03
2016 (0.04) {0.00) (0.02) {0.12) {0.01)
2017 {0.33) {0.00) {0.13) {0.60) {0.03)
2018 0.07 0.00 0.07 0.36 0.01
2019 (0.12) {0.00) (0.06) (0.24) {0.02)
2020 0.12 0.00 0.02 0.13 0.03

6 2021 0.09 0.00 {0.01) (0.07) 0.01
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1  The following figure shows the data from Table 2 graphically:

Weighted Change in Average Annual Temperature
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figure:

2021 Demand Proportion by Region

CcoL
2%

Although the CEC asked for customer-weighted information, FEI believes the more informative
view would be demand-weighted. To provide a demand-based weighting FEI used the 2021
actual proportions of residential and commercial customer demand, as shown in the following

8 The percentages were used as multipliers to develop the following weighted version of Table 1.
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Table 3: Demand-Weighted Change in Annual Average Temperature
“ancouver Lower

Year Inland Whistler lsland Mainland | Columhbia

2000 (0,19) (0.00) (0.02) (0.07) (0.02)
2001 n.13 0.00 0.0z 0.05 0.0z
2002 0.03 0.00 0.00 0,33 (0.01)
2003 0.03 0.00 0.06 n.14 0.0l
2004 0.02 0,00 0.02 0,36 0,00
2005 (0,11 (0,007 (0.08) (0,39 (0.02)
200 0.0g 0,00 (0.00) (0.10) 0.02
007 (0,09 (0,007 (0.04) (0,34 (0,01}
2008 (0.19) (0.00) (0.04) (0.26) (0.02)
2009 0.05 0.00 0.03 0.30 (0,007
2010 0.1a 0,00 0.04 0.4a 0.0l
2011 (0,23 (0,007 (0.08) (0,700 (0,01}
2012 0.1le (0.00) 0.04 0.2a 0.02
2013 (0.05) 0.0l 0.0l 0.0z (0.01)
2014 0.04 0.00 0.06 0.3a8 (0.00)
2015 0.23 0.0l 0.05 0.20 0.03
2016 (0.04) (0.00) 10.01) (0.14) (0.01)
017 (0.28) (0.01) (0.09) (0.68) (0.03)
2013 0.0a 0.00 0.05 0.41 0.0l
20149 (0,10 (0.00) (0.04) (0,27 (0.02)
2020 0.10 0.00 0.0z 0.15 0.0z
0zl 0.0a 0.00 (0.01) (0.08) 0.0l

The following figure shows the data from Table 3 graphically:
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Demand-Weighted Change in Average Annual
Temperature
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Change in Average Annual Temp. C

Iniand e\ i STl EF Vancouver island Lower Mainland Columbia

6.6 Please provide FEI's investment in DSM for each year from 2015 to 2021 and the
UPC for each class of customer for each year from 2015 to 2021.

Response:

Please refer to Table 1 below for FEI's investment in DSM from 2015 to 2021 and Table 2 below
for the average UPC of each class of customer from 2015 to 2021. FEI's 2015 to 2018 DSM
expenditures were approved by Order G-138-14° and the 2019 to 2021 DSM expenditures were
approved by Order G-10-19°. FEI notes that expenditures under the program areas of
Conservation Education and Outreach, Innovation Technologies, Enabling Activities and Portfolio
Level Activities are not specific to any customer classes. FEI also notes that the 2021 numbers
in both Tables 1 and 2 below are based on preliminary results.

FEI cautions that it is not expected that a correlation between the average UPC and the DSM
expenditures would be seen over the same period nor a proportional reduction in UPC in

6 FEI 2014-2019 PBR Plan Decision, p. 277.
7 Pursuant to Order G-301-21, FEI was approved to increase the expenditure level by $24.982 million and pursuant
to Order G-345-21, FEI was approved a carryover amount of $-1.388 million from 2020 to 2021.
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comparison to the DSM expenditures. DSM measures are expected to result in reductions in
demand over time (e.g., the average weighted measure life of DSM measures is approximately
16 years®). Further, the reduction in demand would only reflect those customers that participated
in FEI's DSM programs while the average UPC includes both participating and non-participating
customers in FEI's DSM programs.

Table 1. FEI’'s DSM Expenditures from 2015 to 2021
Program Areas 2015 2016 2017 2018 2019 2020 2021

Residential S 12,735 $§ 12,531 S 12,203 $ 12,584 S 22,084 S 32,880 S 51,484
Commercial S 10,746 $ 10637 S 10,834 $ 10,098 S 11,709 $ 13,571 $ 21,309
Industrial S 989 S 1,003 S 2,099 S 3,195 §$ 6,481 S 6,124 S 6,095
Low Income S 1,550 $ 2,277 S 2,644 S 2,713 § 6,719 S 7,176 S 9,043
Conservation Educationand Qutreach $ 2,830 $ 2415 § 259 S 3,122 $ 6059 S 5165 S 4,517
Innovative Technologies S 626 S 757 S 928 S 1,049 $ 2027 S 2142 $ 3,721
Enabling Activities S 1,189 S 1,378 S 1,181 S 1,260 S 8,077 S 7,761 S 9,199
Portfolio Level Activities S 1,200 S 1,167 S 1,559 S 1,450 S 1,339 S 1,003 S 1,477
Total $ 31,85 $ 32165 S 34038 $ 35471 S 64,495 $ 75822 $ 106,845

Table 2: FEI's Average UPC for Residential, Commercial, and Industrial from 2015 to 2021°

Average UPC (GJ) 2015 2016 2017 2018 2019 2020 2021
Residential 84.4 87.5 85.8 85.1 82.4 86.2 85.4
Commercial 611.6 623.6 623.9 621.5 601.4 599.3 611.6
Industrial 83.0 88.9 94.4 91.1 91.1 90.7 87.5,

6.7 Please discuss the GHG reduction from FEI's promotion of conservation and
efficiency over this time frame.

Response:

The table below shows the growing annual and lifetime GHG emission reductions from energy
savings that have resulted from FEI's DSM activities over that time period as presented in FEI's
DSM Annual Reports.

8 FEI's 2019-2022 DSM Expenditures Plan, Appendix J.
9  The average UPCs for residential and commercial rate classes are weather-normalized demand while the UPC for
the industrial rate class is based on actual demand.
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1 Annual GHG Emission Reductions as a Result of FEI’s DSM Activity (tonnes CO2el/year)
2019 Total
Annual GHG Emission Reductions* 7258 7287 8202 13366 11514 20121 17923 85671
Residential e —
B e DS SHCIER S o8 69416 73590 86508 | 137660 | 124626 | 144102 | 224106 860006
Reductions
Annual GHG Emission Reductions 16202 15273 14274 14007 16816 20002 24733 121306
Commercial — —
i == CHCIER S icD 105037 116151 114027 | 105539 | 162379 131704 279757 1014594
Reductions
Annual GHG Emission Reductions 991 1097 6310 7377 18040 16107 17806 67728
Industrial — —
Miteze litdine Cle Em ks 7929 9416 60219 | 58201 | 145765 | 147409 192881 621820
Reductions
Annual GHG Emission Reductions 1441 2208 2826 2699 3184 4568 3029 19955
Low Income e —
hitezse liime CHS Enfksien 10282 16188 20516 | 21625 29313 42914 31352 172191
Reductions
Annual GHG Emission Reductions 25893 25866 31612 37448 49553 60799 63491 294661
Total e —
:;’;a:;:z:s'fet'mEGHG Emission 192664 | 215345 | 281270 | 323026 | 462083 | 466128 | 728096 | 2668611

*(factor: x 0598) life cycle emission factor. Takes upstream emissions into account.
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7. Reference: Exhibit B1-8-1, page 16

flow from customers. Compared to the 2016 Proceeding, and considering the unprecedented
economic turmoil and uncertainty caused by the COVID-19 pandemic and record high inflation
numbers due to government fiscal and monetary policy to boost economic growth and improve
employment as well as BC's challenges for long-term economic growth, FEI assesses that the
economic condition risk has increased.

XN O S

7.1 Please confirm that in uncertain times the investments in stable regulated utilities
with regulated assured returns of capital and return on capital are very attractive
to investors.

Response:

As confirmed by Concentric in its response to BCUC IR1 39.3.2, regulated utilities are generally
considered to have lower risk than the broad market. However, as explained in the response to
BCUC IR1 10.1.1, it is incorrect to suggest that regulated utilities have a “assured return”.

Further, as discussed in Concentric’s evidence, since January 2020, and compared to historical
levels, the beta or systematic risk for utility stocks has increased substantially which indicates
utility stocks are becoming more volatile, reducing some of their appeal as defensive stocks. For
instance, a recent article on Fortune.com titled “Utility stocks are becoming less boring. That’s a
problem for income investors”, the author'® states:

Utility stocks are often meant to be a defensive, low volatility, income-producing
part of an investment portfolio. In other words, they are boring—and for investors
who rely on their portfolio for income, boring is great!

... As utility companies take on more debt and venture into new business areas,
the risk to their investors increases. That risk could translate into suspended
dividends, a falling share price, or even bankruptcy. Conversely, companies that
remain stagnant risk being left behind.

... The most boring sector in the stock market universe is facing what we tend to
associate with high-flying industries like tech: disruption. That may be something
to root for when it comes to your fintech or electric vehicle stocks. But when you
are depending on an income stream, the last thing you want is disruption.

In addition, in times when capital markets are experiencing significant volatility, many companies,
including stable regulated utilities, have more difficulty in raising capital.

In terms of debt capital markets, while certain investors are more attracted to the utility industry
in times of volatility, the utility’s credit rating is an important factor for investors. Investors would
generally not invest in non-investment grade utilities and would be more attracted to A and higher

10 The author Micheal Joseph is a vice president and deputy chief investment officer at Stansberry Asset Management.
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1 rated utilities. For more details regarding the importance of an A level credit rating especially in
2  “uncertain times”, please refer to the response to BCUC IR1 6.4.

3

4

5

6 7.2 Please provide the Fortis Inc. stock price from 2015 to 2021.

7

8 Response:

9 Fortis Inc. shares are traded on the Toronto Stock Exchange (TSX) and the New York Stock

10  Exchange (NYSE). A primary driver for Fortis Inc.’s financial performance and share price growth
11 from 2015 to 2021 were Fortis Inc.’s US subsidiaries with their higher allowed ROEs. FEI
12  comprises around 14 percent of Fortis Inc.’s asset base and 15 percent of earnings and, therefore,
13  Fortis Inc.’s share price is not a good proxy for FEI's performance.
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;7;:::? TSX (CAD) NYSE (USD)
3/31/2015 38,58 30.42
6/30/2015 35.08 28.12
9/30/2015 38.17 28.17
12/31/2015 37.41 26.90
3/31/2016 40.71 31.58
6/30/2016 43.67 33.80
9/30/2016 42.19 3221
12/30/2016 41.46 30.88
3/31/2017 44.07 33.16
6/30/2017 45.58 35.15
9/29/2017 44.78 35.77
12/29/2017 46.11 36.67
3/29/2018 43.49 33.77
6/29/2018 42.02 31.88
9/28/2018 41.88 32.42
12/31/2018 45.51 33.36
3/29/2019 49.39 36.99
6/28/2019 51.71 39.47
9/30/2019 56.01 42.33
12/31/2019 53.88 41.52
3/31/2020 54.27 38.55
6/30/2020 51.63 38.08
9/30/2020 54.44 40.86
12/31/2020 52.00 40.82
3/31/2021 54.53 43.37
6/30/2021 54.87 44.23
9/30/2021 56.19 44.33
12/31/2021 61.03 48.27

7.3 Please describe FBCU'’s relationship with Fortis Inc. for financing and specifically
sourcing equity financing.

Response:

FEI and FBC are wholly-owned subsidiaries of FortisBC Holdings Inc. and FortisBC Pacific
Holdings Inc., respectively, which are indirectly wholly-owned subsidiaries of Fortis Inc. FEI and
FBC are operationally and financially independent of their ultimate parent; however, they depend
on Fortis Inc. to provide equity financing, which Fortis Inc. provides, as required, to maintain FEI's
and FBC'’s capital structures in line with the BCUC established parameters. Fortis Inc. is the only
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1 source of equity financing for the FortisBC utilities as FEI and FBC are not publicly traded. FEI

2 and FBC have a good relationship with Fortis Inc. for sourcing equity financing.

3
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1 8. Reference: Exhibit A11, BCUC IR14, page 15; Exhibit B1-8-1, page 5

On page 5 of “FEI - DBRS 2021 Credit Rating Report” in Appendix D-2, DBRS states:
In July 2020, the provincial government announced the following amendments to GGRR:
e Increasing the amount of renewable gas FEI can acquire from 5% to 15% of
system load
e Enabling FEI to acquire hydrogen, lignin, and synthesis gas

e Increasing the price cap for the acquisition of renewable gas to 531 per
gigajoule, indexed to inflation.

DBRS Morningstar notes that these amendments are not material from a credit
perspective but will support the Company’s transition to a lower carbon economy.

Section 18 (2) of the Clean Energy Act states, “In setting rates under the Utilities Commission Act for a
public utility carrying out a prescribed undertaking, the commission must set rates that allow the public
utility to collect sufficient revenue in each fiscal year to enable it to recover its costs incurred with
respect to the prescribed undertaking.”

2
3 8.1 Please confirm that the BC Government has introduced provisions requiring FEI
4 to meet a defined threshold for its contributions to GHG reductions in line with the
5 government’s GHG reduction targets.
6
7 Response:
8  The provincial government has announced its intention to set a GHG emissions cap (i.e., a defined
9 threshold) on natural gas utilities in the CleanBC Roadmap, although the provincial government
10 has not yet formally introduced legislation or regulations that would require FEI to meet a defined
11 threshold. FEI has been engaging with the provincial government to better understand and inform
12  the direction of the GHG emissions cap. The government has not yet announced the details of
13 its proposed approach, including the timing of the legislation and regulations, the overall nature
14  and mechanics of the policy, or the overall GHG reductions FEI will be required to meet.
15
16
17
18 8.1.1 Please confirm that, to the extent the regulation enables the required
19 actions to achieve these GHG reductions, FEI will have the opportunity
20 to meet the provincial thresholds and will likely have the capabilities to do
21 this.
22

23 Response:

24 FEI cannot confirm the statement, as uncertainty persists.
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The GGRR is likely insufficient in allowing FEI to meet the contemplated provincial GHG
emissions cap and other GHG reduction mandates as described in the CleanBC Roadmap. The
GGRR allows FEI to acquire up to 30 PJ of renewable gases, and this could lead to a 1.5 Mt
reduction of GHGs in the province. However, the CleanBC Roadmap outlines that it is seeking a
much larger reduction from natural gas utilities of 5.5 Mt from buildings and industry along with
GHG reductions from other sectors. There are different pathways to accomplish this goal which
could have different roles for FEI. As described in the response to BCOAPO IR1 5.1, there are
competing visions to decarbonization in BC. Without more detail on the policy, the GHG emissions
cap for natural gas utilities could limit FEI's opportunity to invest in solutions that meet provincial
targets.

8.2 Please quantify the GHG reductions which would be required from 2022 to 2030
to meet the targets, and quantify the quantity of carbon tax cost avoidance or
reductions which FEI's customers will avoid, and the future present value for the
next 20 years of those reductions in comparison to the FEls current understanding
and estimation of the future cost of implementing the GHG reductions, assuming
that the Commission approves FEI's reasonable and cost-effective plans.

Response:

As discussed in responses to CEC IR1 8.1 and 8.1.1, the pathways and mechanisms to achieve
carbon reductions to meet the CleanBC Roadmap to 2030 emissions cap are under development.
The pathways to meet the emissions cap will include RG as well as other compliance pathways
that reduce demand such as demand side management (DSM) and fuel switching of some load
to other energy sources such as electricity. Consequently, FEI is unable to determine the cost of
all measures required.

Please refer to the response to RCIA IR1 3.9.3 for a discussion of the approximate cost of
renewable gas and DSM measures to 2030 enabling GHG reductions.
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1 o9 Reference: Exhibit B1-8-1, page 81-82

31 Renewable Gas provides an alternative to hydro-generated electricity from an emissions
32  reduction perspective and would meet new code and regulation requirements. However, there is
33 a general lack of awareness and acceptance from customers and stakeholders as to the role
34 Renewable Gas plays in reducing emissions when compared to electricity. The lack of acceptance

1 of Renewable Gas, from customers and stakeholders is largely driven by the perception that is a
2  bridge fuel and potentially not a long term emissions reduction.

2
3 9.1 Please discuss whether or not FEI has a plan to make a promotional case to its
4 customers that:
5 @) as it progresses to implement RNG with the approval of the Commission
6 and the BC government that the GHG reductions will reach 2030
7 government targets;
8
9 (b) from a cost-effectiveness point of view, the customer will be getting their
10 heating at increasingly reasonable gas costs and avoiding the carbon tax
11 for substantial net benefits for the customers;
12
13 (© will remain in a competitive position compared to alternative heating
14 options based on an electrical system that would need substantial capital
15 additions to its abilities to provide peak capacity and energy to serve
16 heating loads in addition to its role in transitioning the vehicle
17 transportation sector through fuel switching from oil-based fuels to
18 electricity; and
19
20 (d) that FEI will continue to be following technology developments to further
21 implement cost-effective solutions to enable the natural gas supply to
22 meet its heating need in full compliance with meeting BC’s climate
23 change objectives.
24
25 Response:
26  FEl has been actively working to inform and educate government, customers, the public and other
27  stakeholders on its plans to reduce emissions, including the areas noted in the question above.
28  However, communicating information regarding the benefits of FEI's climate solutions does not
29 guarantee greater acceptance; this includes acceptance of renewable natural gas. For example,
30 please refer to the response to BCUC IR1 15.4 where FEI discusses examples where, despite an
31 awareness of renewable natural gas, there is a preference to use it as a bridge fuel, rather than
32 along-term emissions reduction energy source.
33
34

35
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9.2 Please discuss whatever assistance FEI would need from its regulator and from
the BC Government to make it possible for FEI ensure customer awareness and
acceptance and be able to credibly advance its energy transition case sustainably
for the long term.

Response:

The Energy Transition and reducing GHGs is a complex and challenging topic to convey to
customers to gain awareness and acceptance. From a customer and public education standpoint,
governments have a key role in explaining emissions targets, what achieving the targets will look
like, how it will impact their day to day lives, what changes will be required and how the cost of
energy will increase.

Regarding the gas system, FEI believes that government should provide clear direction and
support for the key role of the gas system in helping BC achieve its energy and emissions goals.
This would include describing how provincial policies support the continued overall use of gas
infrastructure and renewable gases, which supports the financial and operational health of the
utility. This would include an energy agnostic and equal approach to emissions reducing
measures and activities, whether gaseous or electric.

Finally, government should communicate the foundational nature of policies like the GHG
Reduction Standard to local governments in an effort to streamline policies and avoid conflicting
messages.
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10. Reference: Exhibit A11l, BCUC IR#16, Q16, Page 17

On page 81 of the FEI Stage 2 Comprehensive Review and Application for Approval of a Revised
Renewable Gas Program, FEl states:

The primary means of mitigating the risk of lower than expected production is to
diversify the supply portfolio. Today, FEI has a diverse mixture of supply projects that
use different feedstock and technologies and are located in geographically separate
areas. This diversity helps to reduce supply volume risks to the portfolio as all projects in
the portfolio will not be subject to the same types of risks. As FEl acquires Renewable
Gas from new projects, this will diversify the portfolio further and reduce risk. In
addition, there are now suppliers that are themselves aggregators of RNG supply,
meaning they have a diverse supply of projects within their own portfolio - thereby
reducing supply risk. By contracting with these aggregators, FEI may be able to secure a
firmer supply, effectively transferring supply risk to the supplier.

10.1 Please provide a quantification of FEI's experience of failures in terms of number
of failures and the duration of the failure before RNG supply is returned to its
anticipated level, for each of its 10 operational suppliers.

Response:

The table below summarizes typical outages over a one-year period for FEI projects. FEI does
not have this data readily available for its other suppliers.

Calendar Year 2021

o et cumiyaiane  Aus NS
(Days) Lost (GJ)

Supplier 1 7 11 13,501 38,518
Supplier 2 4 36 4,816 6,053
Supplier 3 8 5 2,597 17,927
Supplier 4 4 3 1,200 40,620
Supplier 5 3 19 15,262 82,470
Supplier 6 10 5 2,653 3,658

Total 40,029 189,246

The total estimated quantity of RNG lost was 40,029 GJ, which comprises 22 percent of the
189,246 GJ of total actual supply from those 6 FEI projects.

10.2 Please provide a quantification of FEI's experience in terms of loss of a supplier in
terms of the numbers lost and the quantity of RNG supply lost.
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Response:

FEIl interprets this question to ask about FEI's overall experience with the expected loss of supplier
or the failure of a supplier to provide RNG promptly following agreement execution.

FEI has experienced cases where RNG supply projects have not been developed after BCUC
approval and it has experienced significant delays that required contract restructuring.

With respect to lost projects, FEI has experienced a single case of an approved project that never
produced RNG - the Earth Renu Project. It represented a maximum production of 205,000 GJ
per year. At the time, that accounted for one out of seven approved projects with a volume equal
to about 25 percent of the total supply.

Of those initial seven projects, two were delayed significantly and required contractual
restructuring. The GVSDD project did not supply RNG for close to eight years and the Dicklands
Farm project is expected to have a nine-year delay from the initial approval. Together, these
projects represented about 15 percent of the supply at the time of approval.

10.3 Please provide a discussion of FEI's contractual terms for supply, specifically in
terms of how the contract deals with failure to supply.

Response:

FEI sets minimum supply volumes in its contracts. The volumes are based upon the expected
range of production at a given facility and the potential increase in supply over time. The volumes
are typically monthly and annual volumes. The ranges between minimum required volumes and
maximum volumes are negotiated.

In the event that a supplier does not meet the volumes, the contracts vary on potential
consequences. In all cases, FEI may terminate the agreement when a supplier fails to meet the
minimum volume commitment.

In some cases, FEI has the option to secure additional RNG supply on its own along with
associated payments by the potential supplier.

In the event of termination FEI is entitled to a termination payment. The termination payment
along with the loss of payments (due to lack of supply) provide a strong incentive for suppliers to
meet minimum requirements. There is also an incentive to reach maximum because suppliers will
receive higher revenues annually.

Regardless of any financial compensation, FEI would still be potentially short of physical gas
supply and the associated environmental attributes in the event that it cannot quickly find
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alternative sources. Therefore, in the event of supply failure, FEI still has a risk of falling short of
its energy delivery requirements as well as its GHG reduction commitments such as the
provincially mandated Greenhouse Gas Reduction Standard where FEI will be obligated to
operate below a pre-determined GHG emissions cap.

10.4 Please confirm that the natural gas supply to customers is not impacted when a
failure to supply RNG occurs because the RNG process of dealing with GHG
reduction is notional and disconnected from physical supply.

Response:

Any RNG supplied inside the province may impact the total amount of actual gas in the system.
However, at current levels FEI can make up these volumes with conventional supply if necessary.
Similarly, RNG from out-of-province still has a physical component supplied to FEI.

With respect to emissions reductions, a failure to supply RNG would impact the environmental
attributes because there is less RNG in the system to sell and therefore the environmental
attributes are not available to FEI or its customers.

10.5 Please confirm that compensating for failures in supply is primarily a function of
contracting for additional growth in supply, which FEI is planning to do under any
circumstances and therefore it involves potential timing delay in meeting targets
and can be managed by managing the growth pace.

Response:

FEI interprets this question as asking whether the solution to supply failures is to contract for
additional supply. With this clarification, FEI confirms that this will be the primary mechanism to
address supply risk. If FEI experiences a failure in supply additional RNG supply contracts could
be added.

10.6 Please provide FEI's potential options as new technologies develop for replacing
RNG with other GHG reducing options, and specifically with even longer-term and
more reliable potential.
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Response:

FEI continues to see RNG potential. RNG will be augmented rather than replaced as the
technology advancements enable a broader range of feedstocks that can be used to grow supply.

The recently released British Columbia Renewable Gas Potential Study™ shows that there is
significant potential in British Columbia to produce new alternative supplies of renewable and low-
carbon gases including for example hydrogen. Hydrogen production methodologies based on
methane reforming and methane pyrolysis including carbon capture and storage present
significant potential to scale and produce low carbon-intensity hydrogen at lower cost, and without
straining the electricity system, compared to electrolytic (green) hydrogen production methods.

Please also refer to the response to CEC IR1 5.4 where supported low-carbon hydrogen projects
are listed.

10.7 Please confirm that while there may be issues and concerns to deal with FEI
expects to have the capacities and capabilities to manage its path to creating its
case for meeting GHG reductions and contributing substantially to the provincial
Clean Energy plans and targets.

Response:

As stated in the question, there are many issues to be dealt with in meeting and contributing to
the provincial Clean Energy plans and targets, but FEI has a plan in place to do so.

Although FEI has shown that it has been able to innovate and develop the capabilities and
capacity to develop its response to the provincial GHG aspirations and move toward achieving its
targets, it is important to understand that the path is new and has not been implemented to the
extent envisioned in CleanBC by any gas utility in the world to date. There are challenges and
technology risks that mean that the plan could materialize in different ways than currently
envisioned.

Further, as discussed in Concentric’s evidence (Appendix C) investors perceive risk to this new
pathway:

Achieving net zero GHG emissions by any date is a tremendous challenge for a
natural gas distribution utility, FEI included. There are two commonly identified
fuel alternatives for gas distribution utilities to comply with net zero targets:

11 https://www.cdn.fortisbc.com/libraries/docs/default-source/news-events/bc-renewable-and-low-carbon-gas-supply-
potential-study-2022-03-119b1624d693c7435ebcd416b13869f7a8.pdf?sfvrsn=1ed16720 0
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hydrogen and renewable natural gas (“RNG”). However, pursuing those pathways
carries risk from an investors’ perspective. ...

Thus, while RNG and hydrogen may offer a potential pathway for FEI through the Energy
Transition, investors perceive significant risk to that pathway because of its operational,
technical, and financial challenges.

10.8 Please confirm that natural gas production and natural gas wells also have failure
modes and have uncertainties in their life supply timeframes but that ensuring an
abundance of supply to offset risks, works for the natural gas industry but does not
prevent failures and maintenance issues from complicating supply from time to
time, which can be reflected in market prices.

Response:

Confirmed. Natural gas wells can be faulty and some can be frozen shut by cold weather. This
would reduce natural gas production for a short time period and can be reflected in daily market
prices. Due to the abundance of natural gas supply, there would have to be a significant shut
down for a longer period of time to make a larger impact on market prices overall.



(< FORTIS BC" FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
S4

© 0o ~NOoO oh~hw N

[
N R O

13
14

15
16
17
18
19
20
21

22
23

24
25
26

British Columbia Utilities Commission (BCUC) Submission Date:
2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022

Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 42
(IR) No. 1 on FortisBC Evidence

11. Reference: Exhibit B1-8-1, Appendix A, page 119-120

Further, due to the uncertainty around the future role of natural gas in BC's energy infrastructure,
FEI's capital intensive CPCN projects are also facing a higher level of regulatory uncertainty such
that the BCUC may be hesitant to approve projects that add to the system capacity and lead to
higher rates. This, in turn, will impact FEI's ability to adapt to a low carbon environment.

One aspect of regulatory lag is the time between BCUC application filings and final approvals.
Given the complexity of the regulatory process, there is going to be an inherent delay between
the time an application is filed and when the final order related to that application is issued. While

FEI believes that, compared to the 2016 Proceeding, the risk associated with regulatory lag has
experienced a notable increase. FEI has observed increased interest and active participation by
Indigenous and environmental groups in regulatory proceedings, such as its CPCN applications

11.1 Please confirm that regulatory processes and lags for a variety of reasons have
always been possible and from time to time have occurred, and should be
expected to occur.

Response:

FortisBC agrees that regulatory processes and lags have always been possible and have
occurred from time to time, and regulatory risk has consistently been identified as a risk factor for
FortisBC in past cost of capital proceedings. As FortisBC has stated in its evidence (and as
guoted in the preamble), FortisBC believes that, compared to the 2016 Proceeding, the risk
associated with regulatory lag has increased.

There are a number of examples of increased regulatory lag since the 2016 Proceeding and the
increased lag is due to a variety of factors, which FortisBC has described in its evidence.

FortisBC has observed a change in how routine filings are reviewed since the 2016 Proceeding.
For most applications, there is now a public review process or at a minimum an opportunity for
public involvement through, for example, letters of comment; whereas, in the past, routine filings
could proceed to a BCUC decision with either no process or with a small number of IRs from
BCUC staff. Irrespective of the merits of this new approach, one result of this change is that
smaller applications are now generally taking longer to receive BCUC approval, which increases
regulatory lag. Examples of these filings include:

e Operating agreements;
e CNG/NGT fueling service rates and agreements under the GGRR; and

¢ Amendments to tariffs and rate schedules.
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11.2 Please confirm that if FBCU, and FEI in particular, is concerned with potential lags
in certain Commission decisions, it has in the past asked the Commission for
decisions by particular timelines and that the Commission has for the most part
done all that it is capable of to accommodate utility requirements.

Response:

FortisBC agrees that the BCUC has made its best efforts to accommodate timelines for decisions
when requested. There are, however, many factors that can extend timelines. For example, a
requirement to have more public process can preclude short timelines. The BCUC’s own
resource constraints, arising from a vastly greater case load, can lead to scheduling challenges.
Factors such as the larger number of parties being involved in proceedings, the complexity of
applications, and large numbers of information requests can lead to the need for timelines to be
extended, whether at the request of the applicant or other parties. In some project hearings,
special processes have been established to take evidence from Indigenous groups.

FortisBC wishes to be clear that it is not commenting on the need for, or appropriateness of, such
extensions and processes. Rather, FortisBC is making the observation that these processes and
extensions can give rise to risk for FortisBC in the form of regulatory lag.

11.3 Please confirm that FBCU and FEI always have the ability to advance their
potential filing timelines to ensure that they get decisions in the required timeframe.

Response:

FortisBC agrees in part. As described below, the influence of factors beyond FortisBC'’s control
has increased.

FEI and FBC have generally been able to manage potential filing timelines to ensure as best as
possible that BCUC decisions are issued in the timeframe required by the utilities because
traditionally FEI and FBC have been in control of most of the aspects involved in preparing the
projects and applications. For instance, FEI and FBC have internal processes in place that guide
the preparation and filing timelines for revenue requirement and rate design applications and,
even once filed, the applications tend to follow similar review processes, so it has generally been
possible to receive decisions by the utilities’ requested dates. This has also historically been the
case for FortisBC’s CPCN projects, as FortisBC would identify the need for the project internally
and would prepare a project schedule which included both the time needed to prepare the
application internally and the time estimated for the regulatory review process so that a decision
is received and the project constructed by the identified need date.
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As explained in FortisBC'’s evidence, the complexity of FEI's and FBC’s operating and regulatory
environments has increased, which has resulted in a number of different factors that increase the
length of regulatory processes and reduce the amount of control that FortisBC has over when it
can file an application and how long a regulatory process might take. For instance, the number
of renewable gas applications filed by FEI has increased in the past couple of years and will
continue to increase as FEI seeks to meet its GHG reduction targets. FEI competes with other
companies to acquire supplies of RNG and for CNG/LNG customers, and there are negotiations
that need to take place in advance of filing for BCUC approval. The length of these negotiations
depends on the actions of the counterparty, which impacts when FEI is able to file for BCUC
approval. Further, the third parties that FEI is negotiating with often require that an agreement be
finalized by a certain date, and that the finalization be contingent on BCUC approval, which has
led to situations where FEI must request highly expedited review processes and/or request
approval of interim rates and agreements.

With regard to CPCN projects, there are a number of factors which are causing increased
uncertainty regarding regulatory timelines and these factors are, to an increasingly greater extent,
outside of FortisBC’s control. For instance, there is a greater need for early engagement with
Indigenous Nations, the progress of which can depend on the availability and institutional capacity
of the Indigenous groups. Other factors include the requirement to obtain approval through more
robust parallel processes to the BCUC'’s process (e.g., the Environmental Assessment process
for projects such as the TLSE project) and the increased complexity and requirements around
engagement and consultation (e.g., the OCU project). Even projects which, on their face, might
have been expected to be more “routine” and therefore the regulatory process be easier to predict,
are now subject to a broader range of considerations and, therefore, extended regulatory
processes. A recent example of this is the FEI Coastal Transmission System (CTS) Transmission
Integrity Management Capabilities (TIMC) project. The application review process had originally
been envisioned to wrap up in late November 2021; however, in February of this year, the
evidentiary record was re-opened when the BCUC Panel filed a round of IRs seeking information
on FEI's medium and long-term forecasts regarding hydrogen and the impact of these forecasts
on the CTS TIMC project.

In addition to the factors discussed above, the number of parties intervening in FortisBC'’s
regulatory processes has increased and, in particular, there has been an increase in the number
of “non-traditional” interveners. The increased level of active participation in regulatory processes
can cause delays to the overall timetable due to: the need to increase the length (and breadth) of
public notice periods; the increased instances of late intervener registration which require
timetable extensions; the increase in the number of IRs and the length of time required both for
parties to ask IRs and for FortisBC to respond to IRs; and the increased desire by some
interveners to file intervener evidence. While aspects of these increased regulatory timelines can
be managed by FortisBC through earlier filing of applications, as discussed previously, the timing
of filing applications is less often in FortisBC’s control.
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(IR) No. 1 on FortisBC Evidence

11.4 Please confirm that it is the utility’s responsibility to ensure that its regulatory filings
are sufficiently timely to meet the utility needs, and sufficiently well-developed to
allow for prompt and thorough review.

Response:

Confirmed that it is the utility’s responsibility to ensure its applications are sufficiently well-
developed, and to bring them forward as early as reasonably possible. As described in the
response to CEC IR1 11.3, the timing can nonetheless be affected by factors beyond the utility’s
control. Further, the extent of review and the number of parties involved has resulted in longer
review timelines.

These factors are described in the responses to CEC IR1 11.1 through 11.3, and are outside of
FortisBC’s control.

11.5 Please identify the number of decisions sought each year sought by FEI and
sought by FBC which have not reached a reasonably successful approval decision
for FBCU on a reasonably appropriate timetable.

Response:

FortisBC considers the issues of receiving a reasonably successful approval decision and
receiving a decision (reasonably successful or otherwise) on a reasonably appropriate timetable
as separate and distinct risk factors.

In situations where FortisBC’s applications have been denied by the BCUC (either in whole or in
part), if FortisBC considered the decision meets the criteria for reconsideration, FortisBC would
seek this remedy. The length of the proceeding which resulted in such a decision would not likely
factor into FortisBC's rationale for applying for reconsideration and/or variance. FortisBC
generally finds the BCUC’s decisions to be well reasoned (irrespective of whether a decision is
favourable to FortisBC or not), thus there are limited examples where FortisBC has reconsidered
a BCUC decision. Examples of reconsiderations filed by FortisBC include the 2014-2019 PBR
Plan Decisions (FortisBC reconsidered three specific aspects of the decision), the BCUC’s
decision on FortisBC Energy Utilities’ (FEU) Common Rates, Amalgamation and Rate Design
Application (the original application was denied by Order G-26-13), and the FBC Net Metering
Program Tariff Update Application (reconsideration of Order G-199-16).

FortisBC believes that trying to assess timing of decisions on the basis of whether it is “reasonably
appropriate” is not useful:
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o First, FortisBC considers the assessment of “reasonably appropriate” to be highly
subjective.

e Second, and more importantly, in identifying increased regulatory lag as a risk factor,
FortisBC is not commenting on the merits of holding longer processes. There are factors
which can impact the length of a regulatory timetable which are beyond anyone’s
reasonable control. Additional process steps also may well be appropriate from the
standpoint of procedural fairness and ensuring a complete evidentiary record. FortisBC’s
point is that, regardless of the cause of longer processes, the delay does present a risk.

However, to be responsive, FortisBC provides the following examples of applications where there
have been lengthy regulatory processes. These examples are in addition to the examples
provided in FortisBC'’s evidence, such as the Okanagan Capacity Upgrade and the Tilbury LNG
Storage Expansion projects, as described on page 120 of Appendix A and in the response to
BCOAPO IR1 10.3.

o FBC Self-Generation Policy — this proceeding commenced on January 19, 2015 when
FBC filed its High Level Self-Generation Policy Application in response to directives
contained in the BCUC’s reasons for decision related to Orders G-60-14 and G-67-14.
The BCUC issued its “Stage | Decision on March 4, 2016” which directed FBC to file a
“Stage Il Self-Generation Policy Application”. FBC filed the Stage Il application on
November 10, 2016 and a decision on this application was issued on February 27, 2019.
Accordingly, this proceeding spanned over four years.

e FEI 2017 Price Risk Management Plan (PRMP) — on June 13, 2017, FEI applied for
approval to extend the term of the PRMP and adjust the hedging price targets for the
medium term fixed-price hedging strategy already approved by Order E-10-16, as well as
approval for a longer term fixed-price hedging strategy based on pre-defined market price
targets. FEI requested an expeditious review of the medium-term hedging adjustments
so that FEI would be in a position to capture any market opportunities for terms from Winter
2017/18 out to Summer 2020. On August 25, 2017 (by Order G-133-17), the BCUC issued
a regulatory timetable and reasons for decision which sought submissions from
interveners on the proposed scope of the proceeding and the preferred review process.
Subsequent to receiving the submissions, the BCUC issued Order G-168-17 on November
23, 2017 determining that the scope of the application should include addressing the
foundational questions set out in Order G-133-17. As a result, the BCUC directed FEI to
file a revised application and/or addenda addressing certain topics by January 5, 2018, at
which time, the regulatory process for the application would be determined. Ultimately, a
decision on the 2017 PRMP was not reached until May 22, 2019, almost two years after
the initial application.

¢ FBC Rate Design and Rates for Electric Vehicle Direct Current Fast Charging (EV DCFC)
Service — FBC originally filed this application on December 22, 2017, proposing to set its
EV Charging rates under traditional cost of service principles. The BCUC then adjourned
the proceeding on January 12, 2018 by Order G-9-18 and initiated the EV Charging
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Service Inquiry, which lasted until mid-2019. The BCUC then restarted the review of FBC’s
EV DCFC Service application on July 10, 2020 subsequent to the BC government issuing
Order in Council (OIC) No. 339 amending the GGRR to add EV charging stations as
prescribed undertakings. The application review process restarted in July 2020, and the
BCUC issued its final decision approving permanent EV rates on November 30, 2021,
almost four years after the initial filing.

o FEI Biogas Purchase Agreement between FEI and the City of Vancouver — FEI originally
filed this application on September 21, 2018 seeking acceptance of a BPA pursuant to
section 71 of the UCA with the City of Vancouver, a prescribed undertaking under the
GGRR. FEI anticipated that this application would be reviewed and approved within a few
months, consistent with how previous BPA projects had been reviewed and approved by
the BCUC. However, on November 16, 2018, the BCUC established a public hearing
process to review the application which included one round of IRs and a procedural
conference.? Ultimately, the regulatory process involved two rounds of written IRs, a
procedural conference and a Streamlined Review Process, culminating in a decision being
issued by the BCUC a year after filing, on September 27, 2019.

11.6 Please prepare the yearly statistics for FBC or FEI applications which have not
reached a reasonably successful approval decision for FBCU on a reasonably
appropriate timetable, divided by the number of applications for the year.

Response:

FortisBC cannot provide a meaningful statistical analysis due to the subjectivity of the concepts
in the question and the various legitimate considerations that could impact the duration of a
proceeding. Please refer to the response to CEC IR1 11.5.

11.7 Please quantify the risk impact FBCU or FEI have incurred because of any
regulatory decisions which FBCU and FEI claim have not reached a reasonably
successful approval decision for FBCU on a reasonably appropriate timetable.

Response:

Regulatory risk associated with the uncertainty around regulatory approvals and regulatory lag is
not a quantifiable risk event but rather something that is considered by investors in their qualitative
risk assessments. For instance, Moody’s rating methodology gives 12.5 percent weight to the

12 QOrder G-219-18.
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“timeliness of recovery of operating and capital costs” and another 12.5 percent to the
“consistency and predictability of regulation”. To FortisBC’s knowledge, both of these rating sub-
factors are mainly rated qualitatively.

11.8 Please provide a list of all of the regulatory processes which are beneficial to FBC
and FEI, and to which many natural gas utilities in other jurisdictions may not have
access.

Response:

FortisBC assumes that a “beneficial” regulatory process would be one that is aimed at shortening
the length of a regulatory process; however, FortisBC notes that efficient regulatory processes
are also beneficial to customers, as they generally result in lower regulatory proceeding costs and
therefore less pressure on customer rates.

The BCUC has developed certain regulatory processes over time that are innovative and have
allowed for more efficient review processes. An example of this is the Streamlined Review
Process (SRP). FEI's annual review process for setting delivery rates is also more efficient than
utilities that are under cost of service rate-setting regimes in BC, although FortisBC still undergoes
a fairly fulsome public review process annually to set delivery rates under the MRPs. The use of
Negotiated Settlement Process (NSPs), potentially as an efficient process, remains an option but
its use has declined in BC in recent years.

FortisBC has not done research on the regulatory regimes and practices throughout North
America so as to permit an informed comparison. FortisBC is aware that NSPs are used in other
jurisdictions, as are multi-year rate plans. FortisBC also notes that Mr. Coyne considers BC to be
a generally favourable regulatory environment for utilities. Concentric has considered regulatory
regimes in the context of selecting proxy groups of comparable risk.

11.9 Please confirm or otherwise explain that credit rating agencies consider the BC
utility regulatory environment stable, fair, and favourable to the utilities.

Response:

Both Moody’s and DBRS consider BC utility regulatory environment to be stable. Moody’s and
DBRS did not comment on whether they consider the regulatory environment to be fair or
favourable to the utilities.
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1 In addition, DBRS considers regulatory risk one of the four main challenges for FEI. As noted in
2 the 2021 DBRS credit rating report dated January 5, 2022 for FEI:
3 As aregulated utility, the regulated operations of FEI are generally subject to some
4 uncertainties, including the following factors: (A) The ability of the Company to
5 recover the actual costs of providing services and to earn the approved rates of
6 return is affected by achieving the forecasts established in the rate-setting process;
7 (B) capex for system upgrades and new facilities requires the approval of the
8 BCUC for inclusion in the rate base. There is no assurance that capital projects
9 perceived as required by FEI will be approved; and (C) the BCUC sets the ROE
10 and deemed capital structure. Currently, the Company’s allowed ROE is 8.75%
11 and its component of common equity is 38.5% until otherwise determined by the
12 BCUC. There is no assurance that the rate orders by the BCUC will allow FEI to
13 recover all actual costs incurred and earn the expected or fair return. DBRS
14 Morningstar expects the BC regulatory framework to remain stable. Any regulatory
15 decision by the BCUC that may have a material negative impact on the Company’s
16 earnings and cash flow could result in a negative rating action.
17  Similarly, in its 2021 credit rating report for FEI dated November 25, 2021, Moody’s noted that
18  while FEI operates in the credit supportive regulatory environment of British Columbia, an adverse
19 regulatory decision can lead to a credit rating downgrade.

20
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1 12 Reference: Exhibit B1-8-1, Appendix C, page 105

FEI discusses specific aspects of regulatory risk related to the Company’s most recent PBR plan
in its risk evidence. More generally, PBR is viewed as posing greater risk on the utility since the

ability to earn the allowed return is dependent on achieving preset productivity gains. In DBRS's

I assess FEI's regulatory environment as generally favorable from an investor’s perspective, but
agree with FEI that the risk related to PBR is somewhat higher due to certain changes in the 2020-
2024 PBR plan compared to the prior plan, an increase in regulatory lag for large infrastructure
projects, and uncertainty regarding regulatory support for FEI's actions for managing the Energy

Transition.

12.1 Please provide quantitatively for each year in the FEI's history since 2012 to 2021
with respect to its actual return on investment versus the allowed return on
investment and document for each year the form of regulation under which FEI
was operating.

Response:

Please refer to the following table which contains the actual and approved return on equity since
2012 for FEI. 2021 actual results are not yet available and will be filed April 30, 2021 in the 2021
FEI BCUC Annual Report, so they are not included in the table below.
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FEI - Return on Investment

Actual Actual
Years® Allowed Pre-ESM Post-ESM? Form of Regulation
(a) (b) (c)
2012 9.50% 10.12% - Cost of Service
2013 8.75% 9.13% - Cost of Service
2014 8.75% 9.54% 9.20% PBR
2015 8.75% 9.51% 9.19% PBR
2016 8.75% 9.65% 9.28% PBR
2017 8.75% 9.25% 9.04% PBR
2018 8.75% 8.99% 8.93% PBR
2019 8.75% 8.79% 8.85% PBR
2020 8.75% 8.87% 8.81% MRP
Notes:

12012 - 2014 amounts are FEI pre-amalgamation; 2015 - 2020 reflects the amalgamation of the
Vancouver Island and Whistler utilities with FEI.

22012 and 2013 Post-ESM not applicable as no Earnings Sharing Mechanism was approved.

Please provide for each year from 2012 to 2021, which of each of the following
aspects of regulation FEI accessed:

(@)
(b)
(c)
(d)
(e)
(f)
(9)

earning sharing;

off ramps;

deferral accounts;

Z factor;

annual review confirmation of rates;
GISMIP earnings; and

cost flow through to rates outside of earning sharing.
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1 Response:

2  Please refer to the table below which shows each of the noted items that were applicable to FEI
3 and that impacted rates in some form or another from 2012 to 2021.

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

a) Earning Sharing v v v v v v v v
b) Off Ramps
c) Deferral Accounts v 4 4 4 4 v v v v v
d) Z-factor v
(See
Note 1
below)
e) Annual Review See See See
Confirmation of Rates Nc2)te Ngte Ngte v v v v v v v
Below Below Below
f) GSMIP Earnings v v v v v v v v v v
g) Cost flow-through to rates
outside of earning sharing v v v v v v v v v v
(See note 4 below)
4 Notes:
5 1. Z-factor treatment was approved as part of the 2019 Annual Review?? for the 2019 Employer Health
6 Tax and 2018 and 2019 Medical Service Plan (MSP) premium reductions.
7 2. The delivery rates for 2012 and 2013 were approved as part of a two-year cost of service revenue
8 requirement application pursuant to Order G-44-12.
9 3. The 2014 delivery rates were approved by Order G-138-14 as part of the 2014-2019 PBR Plan
10 Decision.
11 4. During both the 2014-2019 PBR Plan term and the current 2020-2024 MRP, FEI is approved to
12 flow-through certain costs and revenues outside of the earnings sharing mechanism, such as
13 property taxes, Clean Growth initiatives and sales revenue. While FEI was not subject to an
14 earnings sharing mechanism in 2012 and 2013 as FEI’s rates were set based on cost of service,
15 FEI still flowed through certain revenues and costs through the use of deferral accounts (e.g.,
16 RSAM deferral account, application cost deferral accounts) for the purpose of ensuring that
17 customers were held whole (i.e., to ensure that customers only paid for the actual costs, not the
18 forecasts). All deferral accounts are reviewed and approved by the BCUC. FEI also notes that
19 depending on the amortization period of each deferral account, some of the actual costs might be
20 flowed through to rates over multiple years.
21

13 QOrder G-237-18.
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1 13 Reference: Exhibit A11, BCUC IR24, Page 26

On page 1 of Exhibit B1-8, FBCU states, “FortisBC seeks ...For FBC, approval of a capital structure
consisting of 40 percent common equity and 60 percent debt, and a return on common equity of 10.0
percent.”

On page 2 of Exhibit B1-8, FBCU states, “The overall return must reflect the business risks facing FEl and
FBC that define the potential risks and uncertainties that each company faces in achieving a Fair Return
on and of invested capital in both the short and long-term.”

On page 17 of Exhibit B1-8, FBCU states, "FBC's overall business risk is similar to what was assessed in
the 2013 Proceeding.”

The GCOC (Stage 2) Decision and Order G-47-14 on page 60 states, “FBC proposes a 40 percent common
equity ratio with an ROE risk premium of between 50 and 75 bps.”

2
3 13.1 Please confirm that given the provincial initiatives for electrification of vehicle
4 transportation, and electrification as fuel switching for other sectors of the
5 economy, that FBC in fact has less risk with respect to its customer base and
6 demand volumes in this regard.

7

8

9

Response:
Please refer to the response to BCUC IR1 31.1.
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14. Reference: Exhibit B1-8-1, Appendix B, page 19

FBC purchases approximately 18 percent of the energy and 18 percent of the capacity required
to serve its customers from BC Hydro under the PPA at rates contained in BC Hydro Rate
Schedule 3808 (RS3808). The percentage increases in the PPA Tranche 1 energy and capacity
rates are the same as those applicable to BC Hydro's customers. This means that cost
competiveness with other forms of energy and other providers can be worsened by un-negotiated
increases, if introduced, in the PPA rates when and if approved by the BCUC.

BC Hydro has indicated that it anticipates a general rate decrease of 1.4 percent, effective April
1, 2022, followed by an increase of 2.0 percent, effective April 1, 2023, and an increase of 2.7
percent, effective April 1, 2024.2' FBC does not have any indication or certainty regarding future
BC Hydro rate increases beyond March 31, 2025, which would affect Tranche 1 energy and
capacity rates.

14.1 Please confirm that BC Hydro has an energy surplus for a considerable period of
time into the future and will potentially be making energy available in the electricity
markets at rates that could be favourable to FBC.

Response:

FBC can confirm that BC Hydro currently expects to have an energy surplus for several years as
presented in their recently filed 2021 Integrated Resource Plan (IRP). As BC Hydro is almost
solely reliant on water availability, any actual surplus in any given year will depend upon water
availability as well as actual loads. If BC Hydro is in a surplus situation, FBC agrees that BC Hydro
may potentially be making energy available in the electricity markets. FBC expects that the price
at which this energy could be available will be determined by market prices at the time of the
surplus.

Under the CEPSA agreement with Powerex, FBC does not determine the source of its market
purchases and does not know if any BC Hydro surplus would be sold to FBC or not. Cost is not
the only consideration for FBC market purchases. FBC buys the majority of its market energy
through monthly blocks rather than on the day ahead or hourly markets. If BC Hydro surplus is to
be sold to FBC, these considerations must also be met.

14.2 Please confirm that the costs for wind and solar energy are declining substantially
from prior cost levels and are reducing the risks for electric utilities of higher
marginal costs for energy in the future.

Response:

FBC confirms that the cost for wind and solar energy have made substantial declines from prior
levels and that it is expected that further cost declines will occur. This is, of course, at least partly
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subject to the price of steel and other raw materials that are required. However, these resources
do not provide reliable capacity and, as such, the declines in the cost of the energy they produce
simply shifts the risk to capacity. Traditional generation resources such as hydro, coal, gas and
nuclear come with dependable capacity as well as energy. If anything, capacity risk is higher for
electric utilities than it used to be. This is illustrated in the response to BCUC IR1 34.1 where it
is shown that, if the BC Hydro PPA is not renewed, the FBC portfolio LRMC can vary between
$87 and $157 per MWh depending on the available resources to replace the lost capacity.

14.3 Please confirm that BC Hydro has had a number of EPAs which it has been and
will be considering renewing, and will likely be renegotiating these contracts with
market-based influence on the pricing.

Response:

FBC agrees that BC Hydro states in its recently filed 2021 IRP that it has a number of EPAs which
it expects to consider renewing using market-based pricing. The majority of these projects are
located within the BC Hydro service area. If FBC were to attempt to purchase any of this power,
BC Hydro wheeling charges would apply, likely making any FBC offer non-competitive. However,
it is possible that some of this power may be available to FBC if agreement on price can be
reached.

14.4 Has FBC been in contact with any of the independent power producers BC Hydro
is not planning to renew and/or has FBC been in contact with BC Hydro in terms
of a price for power which may be surplus to BC Hydro for the next 10 years?
Please explain.

Response:

As stated in FBC'’s recently filed LTERP,** there may be opportunities for FBC to acquire power
from expiring EPAs on a cost-effective basis in the future. FBC will continue to monitor the BC
Hydro contract renewals for any resource option opportunities. However, price is not the only
consideration as the available resources must also provide power at the time FBC requires it.
FBC has contacted one independent power producer (IPP) within BC who was not selling to BC
Hydro but was not able to arrange a purchase of power.

142021 Long-Term Electric Resource Plan and Long-Term Demand-Side Management Plan - BCUC, Exhibit B-1,
Section 10.6, Page 171.
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1 FBC has not discussed a price/rate for the surplus sale of power to FBC by BC Hydro. Under the
2 CEPSA agreement, Powerex is free to move any surplus BC Hydro power to FBC provided it
3 meets FBC needs at the time. Such a sale would be at a market-based rate.
4
5
6
7 14.5 Has FBC been in discussion with BC Hydro about its PPA in order to reduce the
8 risks related to obtaining supply from BC Hydro for a future period of time? Please
9 explain.

10

11 Response:

12  FBC has not yet approached BC Hydro to discuss the potential renewal of the PPA and what
13 expanded terms to increase FBC’s access to energy and capacity may be possible. FBC plans
14  to approach BC Hydro in 2023 at the half way mark of the PPA to begin reviewing a potential PPA
15 renewal.

16

17

18

19 14.6 Please confirm that BC Hydro’s IRP is currently on the record with the BCUC and
20 provides information with respect to the potential demands and sources of supply
21 along with potential costs of supply information, which can lead to reasonable
22 estimations of BC Hydro’s cost of service and future rates.

23

24 Response:

25 FBC confirms that BC Hydro’s 2021 IRP is currently on the record as filed with the BCUC and
26  provides information with respect to the potential demands and sources of supply along with
27  potential costs of supply information. The BC Hydro IRP is currently undergoing a review process
28 and it has yet to be determined if estimates of BC Hydro’s cost of service and future rates can be
29  determined.

30
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1 15 Reference: Exhibit B1-8-1, Appendix B, pages 28 and 29

27  FBC assesses that compared to 2013, its risks associated with loss of demand in Wholesale and
28  Industrial load is unchanged. The situation regarding the ability of Wholesale and some Industrial

FBC currently has four*> municipal Wholesale customers, accounting for less than one percent of
FBC's total customer base, but these four customers make up 17 percent of FBC's load. A loss
of any or all of the Wholesale customers to a competing electricity supplier would have a large
impact on FBC. If FBC's Wholesale customers elected to discontinue taking service from FBC
and pursue any of the opportunities for supply discussed below instead, the loss of their load
would result in a reduction of over $51 million in revenue and a substantial rate increase of
approximately 6.8 percent for FBC's remaining customers.

o ~NOOE WN

9 As mentioned above, FBC's Wholesale customers have a number of options that would allow
10 them to discontinue taking service from FBC. These include building their own generation to serve
11 some or all of their load, purchasing electricity on the open market or taking service from BC
12 Hydro through its OATT. FBC's Wholesale customers qualify as Eligible Customers as defined
13 under both FBC’s OATT and BC Hydro's OATT, and therefore can purchase electricity from the
14  open market or from BC Hydro and wheel over FBC and BC Hydro transmission infrastructure.
15  There is generally available transmission capacity on the transmission system, so access to
16  transmission capacity is not a barrier to FBC's Wholesale customers discontinuing service.

17  The risk of any or all of FBC's Wholesale customers discontinuing FBC'’s service increases when
18  some of the following factors are present: FBC's electricity rates increase and the electricity prices
19  on the open market remain competitive; BC Hydro's rates remain lower than FBC's; and, the
20 economics of alternative energy (including, but not limited to, natural gas, distributed generation
21 such as solar and wind power and battery storage) improve. Additionally, all the service
22  agreements between FBC and its Wholesale customers have early termination clauses, allowing
23 FBC's Wholesale customers to exit FBC's service by providing notice.

2

3 15.1 Please confirm that virtually all of the opportunities available to FBC’s wholesale

4 customers are available to FBC’s own generation, purchasing energy on the open

5 market, taking service from BC Hydro through its OATT, or wheeling energy

6 purchases over other utility transmission infrastructure.

-

8 Response:

9 FBC is able to acquire power through any of the means noted and optimizes these resources in
10 order to best meet the needs of its customers. It does not do so, however, on the same terms
11 that benefit Wholesale customers. Most notably, the Access Principles Settlement Agreement
12 (APSA) provides that Eligible Customers may return to embedded cost service and embedded
13  cost rates subject to the Re-entry Provisions it contains, effectively providing a pricing cushion
14  and risk mitigation that is unavailable to FBC.

15
16

17
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15.1.1 Consequently, why would FBC have a wholesale rate for which it could
not retain these Wholesale Customers?

Response:

The fact that Wholesale customers have rights under the APSA does not remove FBC’s obligation
to serve customers within its service area. The Wholesale rates are based on the cost to serve
the Wholesale customers given industry standard methodologies and based on the current
characteristics of the class as a whole.

15.2 Please confirm that FBC monitors the potentials for all customer classes that are
cost-effectively competing with FBC and or dropping load served by FBC.

Response:

FBC is not entirely clear on the meaning of, “...customer classes that are cost-effectively
competing with FBC”, but can confirm that it monitors the actual load of all customer classes
against forecasts on an ongoing basis.

15.3 Please confirm that FBC would have regulatory capabilities for managing any risks
it anticipates evolving.

Response:

FBC assumes that the question refers to risks attributable to the potential exit from embedded
cost service by a Wholesale customer. The rights and obligations with respect to the APSA,
including those intended to mitigate against risk to both Eligible Customers and those customers
that remain on utility service, are incorporated in the agreement. However, the risks to FBC’s
other customers due to the drop of a significant amount of load, including rate increases that
cannot be fully mitigated through adjustments to the power supply portfolio, cannot be fully
eliminated. The business risk to FBC ensues from the situation where eligible customers leave
embedded cost service, resulting in increased rates for those that remain, which provides further
incentive for additional customers to seek alternate sources of supply.
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1 15.4 Please comment on the potential risks that a small wholesale electric distribution

2 utility could face trying to replace FBC’s historic cost-based electricity supply and

3 transmission infrastructure.

4

5 Response:

6  The risk to a wholesale electric distribution utility that elects to leave embedded cost service for a

7  portion or all of its load is primarily related to the cost of alternate resources. FBC assumes that

8 each utility would assess this risk in making resourcing decisions. This risk is mitigated somewhat

9 through the Re-entry provisions of the APSA, which provide that an Eligible Customer that has
10 previously taken bundled service may, at any time, return to power service from FBC at a rate
11 calculated to ensure Fair Treatment (as defined therein), subject to certain conditions including
12 that FBC will make reasonable efforts to accommodate returning Eligible Customers as quickly
13  as possible at rates reflecting the embedded cost of service within either the lesser of the period
14 in which FBC can adjust its supply portfolio or two years from the date of their notice to return to
15  FBC supply.

AN
»
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16. Reference: Exhibit B1-8-1, Appendix B, page 41

| purchased power. FBC has long-term supply contracts with BC Hydro, Columbia Power
»  Corporation, Brilliant Power Corporation and Waneta Expansion Power Corporation. These
i resources are sufficient to meet FBC's expected®® capacity requirements until 2030 given the
" expiry of the Residual Capacity Agreement and FBC's ability to ramp up BC Hydro PPA
}  nomination, despite the expiration of the Brilliant Expansion Agreement in 2027. More
! significantly, the PPA, under which FBC has firm power supply access to capacity and energy at
) BC Hydro's embedded costs, expires in 2033. At this time, there is uncertainty that FBC will be

able to renew these agreements and at similar costs. If FBC is not able to renew these
! agreements at similar costs, it may be required to enter into contracts with higher costs or require
i more costly resources which would increase rates for customers.

16.1 Please discuss the role the interior of BC, and in particular the Columbia River as
part of the two-river policy, has played in providing the low embedded cost of
power, which BC Hydro customers enjoy.

Response:

FBC is a customer of BC Hydro and therefore has access to BC Hydro power under the BC Hydro
PPA. As a customer, except in the most general of terms, FBC is not able to explain the workings
of the BC Hydro system. However, in general, the BC Hydro system is a hydro-based system with
an extensive storage system on both the Peace River and the Columbia River. Hydro-based
generation is capital cost intensive but low cost to operate on an annual basis. One of the major
risks of a hydro-based system is a lack of water. In BC Hydro’s case, this is partially mitigated by
the large storage reservoirs and the fact that the generation is located on separate river systems
with separate water availability.

16.2 Please describe why the PPA with BC Hydro has a limited term and requires
renegotiation and does not have a permanence based on the historic contributions
to providing low-cost hydro power in British Columbia.

Response:

FBC believes that the BC Hydro PPA represents FBC’s share of the BC Hydro Heritage system
and that FBC is entitled to such power. However, the relationship between FBC and BC Hydro is
complex and there is no guarantee that FBC will continue to enjoy access to PPA power from BC
Hydro. The terms and conditions under which FBC receives the PPA power need to be reviewed
from time to time. Extensive changes were made in 2013 when the PPA was renewed at that time
and FBC anticipates that further changes may be required in 2033 depending on the
circumstances at the time. Such changes may include, but are not limited to, the right of FBC
customers to export customer-owned generation while taking supply from FBC, the right of FBC
to export surplus power from FBC-owned or contracted-for generation while taking supply from
BC Hydro, the volume of power under the PPA that FBC is entitled to and the right of FBC to
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import intermittent power such as from solar and wind®. These are fundamental questions
relevant to the PPA that will only get more complex as the generation resource mix changes over
time.

16.3 Please discuss the Columbia River Treaty and the Downstream Benefits that have
accrued to the province of BC as a consequence of providing flood control and
installation of power generation on the Columbia and co-ordination with Bonneville
downstream to generate benefits.

Response:

FBC is not an expert on the Columbia River Treaty (CRT) and plays no role in its negotiation or
administration. FBC storage is on Kootenay Lake which is not a CRT reservoir. Therefore, FBC
is not entitled to any of the benefits of the CRT nor does FBC have any obligation to support the
CRT with water releases from Kootenay Lake. The local residents of Kootenay Lake do receive
flood control benefits as a result of the CRT.

16.4 Please discuss any other historical circumstances that FBCU anticipate could
assist in making a claim that power supply from BC Hydro should not be subject
to continuous uncertainty from a planning perspective.

Response:

A historical circumstance that assists in FBC making a claim that power supply from BC Hydro
should not be subject to continuous uncertainty from a planning perspective relates to the Canal
Plant Agreement (CPA). The CPA limited FBC’s opportunities to expand generation on the
Kootenay River since BC Hydro built the Kootenay Canal Plant. As a result, FBC began buying
power from BC Hydro and those purchases over time became embodied in the original 1993 BC
Hydro PPA.

15 Currently, FBC’s ability to import intermittent power is limited to 100 MW under the FBC Scheduling Agreement with
BC Hydro. If FBC is unable to negotiate increases to this limit with BC Hydro, it may be necessary to terminate the
Scheduling Agreement, but that can only be done by terminating the BC Hydro PPA as well as it is linked to the
PPA.
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1 16.5 Please discuss whether or not FBCU have any ongoing discussions with the
2 province and or BC Hydro in regard to BC Hydro & provincial policy in regard to
3 the PPA with BC Hydro and, if so, elaborate on the productiveness of such
4 discussions in generating certainty about renewal, perhaps with variability of the
5 terms, conditions and pricing without removing certainty of the availability of the
6 capacity and energy products.

-

8

9

Response:
Please refer to the responses to CEC IR1 14.5 and 16.2.
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1 17 Reference: Exhibit B1-8-1, Appendix B, pages 41 and 49

15  FBC assesses that, compared to the 2013 Proceeding, the operating risk facing the facilities in
16  the FBC service area is increasing. Specifically:

17 * Section 9.1 discusses how infrastructure integrity risk remains largely unchanged from
18 2013.

19 e Section 9.2 discusses how unexpected events such as recent extreme weather-related
20 events in the province, including record wildfire activity, flooding and mudslides, are
21 expected to continue to occur and become more widespread.

22 » Section 9.3 discusses how two of the risks (project resistance and cybersecurity) are
23 newly identified operating risk categories since the 2013 Proceeding, and have become
24 significant considerations for FBC.

26  environmental activism threaten safe and reliable energy delivery to customers. Environmental
27  concerns and general public resistance also represent a risk to FBC's ongoing annual vegetation
28 management programs, which are very important in maintaining safe and reliable service.

29 The trend in environmental regulation has been to impose more restrictions and limitations on
30 activities that may impact the environment, including the generation and disposal of wastes, the
31 use and handling of chemical substances, environmental management for sensitive species and
32  their habitat, and conducting environmental impact assessments and remediation. FBC is
33  experiencing increasingly strict environmental and safety laws, regulations and enforcement
34  policies since 2013.

2

3 17.1 Please confirm that when FBC complies with environmental regulation changes in

4 its service area, that it is in fact reducing its business risk from public interest

5 concerns and is in fact being positioned as a credible partner in protecting the

6 public interest values of the community.

-

8 Response:

9 This would be accurate, other things being equal and assuming FBC is always able to comply
10 with all environmental obligations. However, with the above-noted trend to impose more
11  restrictions and limitations on activities that may impact the environment, FBC faces an increased
12 risk that it will not be able to comply, whether due to strict prohibitions, lack of resources, or
13 inability to meet compliance deadlines.

14

15

16

17 17.2 Please confirm that there are many other public interest values and indigenous
18 community values to which FBC & FBCU is paying greater attention than in the
19 past and that FBC & FBCU pride themselves in doing as a significant business in
20 all of the communities it serves.

21
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1 Response:
2  Confirmed.
3
4
5
6 17.3 Please confirm that FBC and FBCU are not in these comments advocating for less
7 strict environmental and safety laws, or the lowering of public interest values that
8 FBC and FBCU have been instrumental in adopting, and in many cases exceeding
9 letter of the law standards.

10

11 Response:

12 FBC and FEI are not advocating for less strict environmental and safety laws in the evidence
13 quoted in the question, but they do disagree with project resistance and environmental activism
14  that threatens safe and reliable energy delivery to customers. FBC and FEI will continue to meet
15 or exceed legal requirements relating to safety and the environment.

16
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1 18 Reference: Exhibit B1-8-1, Appendix B, page 51; Exhibit B1-8-1, Appendix D-7.1,
2 Historic Financial Information

20 10.1 /NCREASED RiSK RELATED 7O UNCERTAINTY AND LAG IN REGULATORY
21 APPROVAL

22 FBC is subject to a number of regulatory regimes, with BCUC regulation being notable. As a
23  regulated public utility, FBC can only construct significant utility assets with a CPCN approval. It
24  can only charge rates that have been approved by the BCUC. The BCUC sets the allowed return
25 on equity and capital structure of the utility, and assesses depreciation rates that permit recovery
26 of invested capital. The BCUC, as a statutory entity, acts pursuant to its power under the UCA
27  but, within that framework, has significant discretion in the exercise of those powers. Regulatory
28 discretion in approving or denying a utility’s applications is the main cause of regulatory
29 uncertainty. Regulatory oversight gives rise to the risk that the allowed return does not accord
30 with the Fair Return Standard, that rates are set at a level that does not provide FBC with an
31  opportunity to earn its fair return on and of invested capital, or that necessary investments are not
32  approved.

FortisBC Inc
Historic Regulatory Financial Information
($000)

2016 2017 2018 2019 2020
Actual Actual Actual Actual Actual
28 Achieved Pre-Earnings Sharing ROE 9.52% 9.41% 9.32% 9.15% 9.46%
29 Achieved Post-Earnings Sharing ROE 9.38% 9.31% 9.29% 9.18% 9.30%
30 Allowed ROE 9.15% 9.15% 9.15% 9.15% 9.15%
31
32 Actual Pre-Earnings Sharing Return on Capital 6.78% 6.72% 6.76% 6.65% 6.68%
33 Actual Post-Earnings Sharing Return on Capital 6.72% 6.68% 6.75% 6.66% 6.62%
34 Approved Return on Capital 6.69% 6.79% 6.69% 6.71% 6.55%

18.1 Please confirm that contrary to the text that ‘FBC is not provided an opportunity to
earn a fair return on and of its invested capital’ FBC has over the last number of
years earned at or in excess of its allowed return on equity.

Response:

As can be seen from the preamble above, FBC has not stated that it has not been “provided an
10  opportunity to earn a fair return on and of its invested capital”; rather, FBC’s statement reads:
11  “regulatory oversight gives rise to the risk that the allowed return does not accord with the Fair
12  Return Standard, that rates are set at a level that does not provide FBC with an opportunity to
13  earn its fair return on and of invested capital, or that necessary investment are not approved”.
14  [Emphasis added]

© 0O ~NO Olh~ W

15 Inthe 2016 cost of capital decision, the BCUC confirmed that risk analysis is prospective in nature
16  and non-occurrence in the past is not an indication that the risk does not exist:

17 AMPC/BCOAPO'’s position is for a risk to remain a risk, it must at some point occur.
18 The Panel is not persuaded that this interpretation of risk is reasonable or reflective
19 of the prospective nature of risk. In the Panel’s view, a risk does not disappear
20 because it has not occurred over a period of time and non-occurrence of a risk in

21 the past does not necessarily alter the probability of occurrence in the future.
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The Panel does not agree with CEC’s assertion that equity investors are
concerned primarily with immediate risk and current ROE performance as they can
alter their investment when rewards fail to match the immediate risk. While
investors certainly consider a risk which has recently occurred, they must be
equally concerned about the future prospects of an investment. Further, while it is
true investors may sell a particular investment; it would be imprudent of an investor
to fail to consider the future prospects of an investment and any potential future
risks which may occur.

18.2 Please provide any evidence FBC has that it has not been able to recover its
capital through the regulatory process, other than capital which has not been
prudently invested, if any.

Response:

Please refer to the response to CEC IR1 18.1 which clarifies that FBC'’s statement in the preamble
is not suggesting FBC is not able to recover its capital through the regulatory process. In
recognition that approvals of capital investment are the purview of the BCUC, FBC is referring to
the fact that regulatory oversight gives rise to the risk that necessary investments are not
approved, thereby foreclosing on FBC’s opportunity to earn its fair return.

However, FBC notes that although not frequent, there have been instances where FBC was
denied recovery of certain capital costs and therefore the associated allowed return, showing that
this risk is real and indeed has materialized in the past. For example, in 2013 the BCUC
conducted a prudency review of FBC’s Kettle Valley Distribution Source Project and pursuant to
Order G-47-13, approximately $115.7 thousand of expenditures incurred were denied recovery
related to the underground feeder and additional land space for future site expansion.

18.3 Please update the above table for 2021 and provide historical information from
2000 through to 2015.

Response:

Please see below for historical information for FBC from 2011 through to 2020. Please note that
historical information related to the return on capital back to 2000 (20 years) is not readily
available, so is not provided here; however, FBC is able to provide the requested historical
information to 2011 (10 years) and believes this provides a reasonable and relevant range of
information between FBC's approved and actual returns. For further reference, FBC has also
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provided historical approved and actual ROEs from 2002 through to 2010 as part of the response
to ICG IR1 9.6. Information for 2021 is not available until the Annual Report is filed on April 30,
2021.

FortisBC Inc
Historic Regulatory Financial Information
($000)

Line 2011 2012* 2013" 2014 2015 2016 2017 2018 2019 2020
_no. Particulars Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual

1 Achieved Pre-Earnings Sharing ROE 11.33% 10.52% 10.21% 9.29% 9.35% 9.52% 9.41% 9.32% 9.15% 9.46%
2 Achieved Post Earnings Sharing ROE 10.67% - - 9.22% 9.26% 9.38% 9.31% 9.29% 9.18% 9.30%
3 Allowed ROE 9.90% 9.90% 9.15% 9.15% 9.15% 9.15% 9.15% 9.15% 9.15% 9.15%
4

5 Actual Pre-Earnings Sharing Return on Capital 8.47% 8.01% 7.59% 7.06% 6.88% 6.78% 6.72% 6.76% 6.65% 6.68%
6 Actual Post-Earnings Sharing Return on Capital 7.99% - - 7.03% 6.84% 6.72% 6.68% 6.75% 6.66% 6.62%
7 Approved Return on Capital 7.67% 7.57% 7.18% 7.20% 6.83% 6.69% 6.79% 6.69% 6.71% 6.55%
8

9 Notes:

10 * Achieved Post Earnings Sharing ROE and Return on Capital not applicable as no Earnings Sharing Mechanism was approved in 2012 or 2013.

18.4 Please confirm that regulatory oversight and openness and transparency are each
a part of the regulatory compact that enable FBC and the FBCU to earn stable and
certain returns on their equity capital investment, and therefore are not a source of
risk but are indeed a source of certainty and stability.

Response:

Rate regulation, other things equal, does tend to reduce risk (particularly short-term risk) relative
to the unregulated market. However, from the perspective of an investor considering investing in
utilities, regulatory oversight and uncertainty caused by regulatory discretion in approving or
denying a utility’s applications represents a significant source of risk. For instance, as explained
in FortisBC’s evidence, together, the regulatory framework, and the ability to recover costs and
earn returns (which are also dependent on regulatory oversight) have a 50 percent weighting in
Moody’s rating methodology, highlighting the importance of this risk. The sources of regulatory
risk are also discussed in the academic literature.

18.5 Please confirm that FBC and FBCU also have the ability at any time to raise a
complaint with the Commission that they have not earned a fair return on their
equity investment of capital and/or that they have not been allowed to recover the
costs of invested capital from the utility customers.

16 For instance refer to the paper by Bastian Schwark titled “Influence of regulatory uncertainty on capacity
investments”, retrieved from: http://infoscience.epfl.ch/record/153004/files/15d _schwark paper.pdf.
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Response:

Retroactive complaints of this nature would not be permissible. However, FortisBC can file an
application to increase rates. In practice, every rate increase sought by FortisBC is ultimately
attributable to the belief of the utility that the current rates are insufficient to allow recovery of
prudently incurred costs and achieve the allowed return.

18.6 Please provide the evidence that FBC and/or FBCU have filed a complaint or
asked the Commission to reconsider its delivery of a return on equity that meets
the fair return standard because FBC and/or the FBCU have not had a legitimate
opportunity to earn its fair return on its invested equity capital.

Response:

Ordinarily, FortisBC would not file a complaint for re-setting the allowed ROE and capital structure.
Rather, FortisBC may file a new application with reasoning as why a review is necessary including
why the existing cost of capital does not meet the Fair Return Standard.

FEI's 2005 and 2009 applications for the review of its cost of capital are two examples. In both of
these proceedings, FEI applied for a review of the allowed ROE and capital structure stating that
the existing allowed ROE and capital structure did not meet the Fair Return Standard. For
instance, in the 2009 proceeding, FEI provided the following reason, among others, to request a
review:

Third, the Terasen Utilities submit that the Commission is compelled to revisit the
ROE formula based on its obligations under the Utilities Commission Act. In
particular those parts of sections 59 and 60 which require that the Commission
establish rates that are not unjust or unreasonable while providing investors in the
public utilities regulated by the Commission an opportunity to earn a fair return on
their capital ...

The Commission must adhere to the Fair Return Standard which has been
established by Canadian and US courts and was reaffirmed by the NEB in the
recent TQM Decision ...

The evidence presented in this Application demonstrates that this obligation is no
longer being met by the current BCUC ROE formula.

The question of whether FortisBC has “a legitimate opportunity to earn its fair return on its invested
equity capital” pertains to rate setting (revenue requirements applications), not the determination
of the allowed ROE. That is, every time the FortisBC files for a rate increase it is because the
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utility believes the current rates are insufficient to allow it to recover its prudently incurred costs

and achieve its allowed return.
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19. Reference: Exhibit A11l, BCUC IR39, Page 46-48

On page 52 of the Continental Economics Inc, report, Dr. Lesser notes that:

19.1

Response:

FERC, for example, currently requires the use of a one-stage DCF model applied to the dividend
paying firms of the S&P 500, FERC also excludes dividend-paying firms with negative earnings
growth rate forecasts and forecasts greater than 20%. [emphasis added]

... FERC has justified the use of a one-stage DCF model applied to the dividend-paying firms of

the S&P 500 to estimate the market return and MRP because: (i) the S&P is updated regularly to
remove slow-growing firms; and (ii) that even though an individual company cannot sustain high
growth rates forever, a broad market index can do so.

FERC's rationale is based on a misconception. Using the expected returns for the S&P 500 or the
TSX represent a proxy for the entire market. Although the composition of the S&P 500 and
S&P/TSX change over time as firms are added and dropped, that conclusion cannot apply to the
market as a whole. In other words, a firm does not vanish from the “market” simply because it is
no longer included in a broad market index... In the long run, the market cannot grow faster
than the economy as a whole for the simple reason that the market, in effect, is the economy.

Please confirm that the S&P 500 and the S&P/TSX have had substantial changes
in the weighting of the types of companies that dominate these indexes over the
years, and please describe the changes and provide quantitative evidence with
respect to the changes.

Concentric provides the following response:

The composition of market indices changes periodically as new companies are added and old
companies are removed. The question asks for changes in weighting over time but does not
define a specific period. Mr. Coyne does not have specific information on the changes in
weighting of the types of companies that dominate these indexes over time; however, in recent
years the information technology sector has become a larger part of the S&P 500. Investors are
able to purchase shares in an index fund that tracks the S&P 500 (or a similar index), and when
they do, they expect to receive the return of all the companies in that index, not a subset of those

companies.

FERC addressed the issue of changes in the composition of the S&P 500 Index in Opinion No.
531-B as follows:

The rationale for incorporating a long-term growth rate estimate in conducting a
two-step DCF analysis of a specific group of utilities does not necessarily apply
when conducting a DCF study of the companies in the S&P 500. That is because
the S&P 500 is regularly updated to include only companies with high market
capitalization. While an individual company cannot be expected to sustain high
short-term growth rates in perpetuity, the same cannot be said for a stock index
like the S&P 500 that is regularly updated to contain only companies with high
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1 market capitalization, and the record in this proceeding does not indicate that the

2 growth rate of the S&P 500 stock index is unsustainable. [Para 113]

3

4

5

6 19.2 Please confirm that the S&P 500 and the S&P/TSX contain a number of companies

7 that are profiting and increasing their market capitalization as a consequence of

8 successfully implementing new market-disrupting technologies and concepts

9 causing dramatic transitions in their markets, and frequently those companies that
10 have not innovated or adapted decline and may be dropped out of these indexes
11 altogether or fail completely and disappear from the investment markets
12 altogether.
13

14 Response:

15 Concentric provides the following response:

16  Mr. Coyne agrees that certain companies in the S&P 500 and S&P/TSX Index have developed
17  market-disrupting technologies and are earning profits on those innovations. Utilities such as FEI
18 are also being asked to develop market-disrupting technologies as part of the Energy Transition,
19  Dbut the profits they are allowed to earn on those innovations are constrained by regulation, unlike
20 firms that are not subject to regulation.

21
22

23
24

Conadion Market DCT Caolcuiation o3 of December 31, 2021

47 TIX COMPOLTE NOA X LisN P o s 2% (R .4
25
26 19.3 Please confirm that inclusion of an expected growth rate in any estimates does not
27 deal with taxation impacts on estimated return, whereas the dividends are taxed
28 annually.
29

30 Response:

31  Concentric provides the following response:
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Dividends are taxed annually, while capital appreciation is taxable once the shares are sold. The
estimated return is an after tax return, but individual investors may experience different after-tax
returns depending on their tax status. The revenue requirement for regulated utilities is grossed
up for the effect of income taxes.

19.4 Please confirm that investors in the FTS stock in addition to the taxed returns of
annual incomes are rewarded with growth in the value of the FTS stock.

Response:

Concentric provides the following response:

Confirmed. Investors in FTS stock receive quarterly dividend payments, plus any capital
appreciation that occurred in the share price between the purchase date and the sale date.

19.5 Please discuss how the estimating for a fair return standard incorporates the after-
tax return perspective in the comparable data to ensure it is not overestimating
required returns to be fair.

Response:

Concentric provides the following response:
Please refer to the response to CEC IR1 19.3.

The models used to estimate returns produce an after-tax return, which is grossed up for tax
purposes at the utility level, which provides a fair basis for determining both after-tax and pre-tax
returns.
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1 20. Reference: Exhibit A11, BCUC IR42, Page 53; Exhibit B1-8-1 Appendix C, Exhibit
2 JMC-FEI-5, Page 2

PO-DAY MIATLSIAGE DCF -« CANADIAN FROXY GAOUr

20.1 Please confirm that Enbridge Inc. stock and growth rate has substantial exposure
to oil pipelines and that the risk premiums required for these risks are a
confounding attribute of the inclusion of Enbridge in a Canadian Proxy Group.

Response:

Concentric provides the following response:

© oOo~NO O~ W

10 Enbridge Inc. does have substantial exposure to oil and gas pipelines, which are regulated by
11 either by CER or FERC, but do have a different risk profile than a regulated gas distribution
12  company. However, Enbridge Inc. is one of only three Canadian proxy group companies that is
13  either primarily a gas company or a combination gas/electric utility. Enbridge Inc. derives about
14  16-17% of its net income from the gas distribution business. Again, this is why Mr. Coyne believes
15 the U.S. gas proxy group is more comparable to FEI than the Canadian proxy group.

16
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21. Reference: Exhibit A11, BCUC IR45, Page 57

On page 3 of Exhibit B1-8, FBCU states “the single biggest increase in risk relates to political/Energy
Transition risk” in support of its request for the increase in ROE and equity thickness for FEI.

On page 78 of Appendix C, Mr, Coyne states:

Additionally, restrictions on gas use in buildings have advanced at the state or local level
in at least six U.S. states that collectively represent approximately one quarter of gas use
in the U.S. These restrictions threaten new customer growth because they generally
apply to new buildings, but in some cases, such as Washington and New York, state
policymakers have also proposed plans that would phase out gas use in existing
buildings. In juxtaposition to these developments, at least 19 other states have passed
laws prohibiting gas bans at the local level. These prohibitions on gas bans are in stark
contrast to the restrictive policies being implemented in BC and certain U.S, states at
the forefront of the energy transition.

On page 19 of Appendix A, FEI states, “Climate action goals and legislation are moving forward at a rapid
pace at all levels of government.”

On page 112 of Appendix C, Mr. Coyne states, “all of Canada’s gas utilities are operating in a state of
adaptation to the Energy Transition.”

21.1 Please discuss this transition risk in terms of whether or not there are credible
options for managing and mitigating the risk allowed and enabled by the regulator
as well as future technology options to manage and mitigate the risk, which may
be expected to be allowed by the regulator.

Response:

Concentric provides the following response:

Please refer to the response to BCUC IR1 46.3. In addition to increasing the common equity
ratio, other options for managing and mitigating risk due to the Energy Transition include
accelerated depreciation rates and reducing the economic planning horizon. Future technology
options may mitigate these risks, but cannot eliminate them as companies, such as FEI, must
both recover existing investments and deploy newly developed technologies that must be
approved by the regulator. It is this transition, with uncertainty, that creates the risk.

21.2 Please discuss this transition risk in terms of whether or not there is existing
practice developed and implemented by the utility and approved by the regulator
and recognized in provincial legislation, which demonstrates a solid realistic
progress in meeting the challenges of the energy transition.



(< FORTIS BC" FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
S4

© 0O NO O~ WN P

10

12
13

14
15
16

17
18
19

20

21
22

23
24
25
26
27
28
29
30

31
32
33
34
35

36

37

British Columbia Utilities Commission (BCUC) Submission Date:
2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022

Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 75
(IR) No. 1 on FortisBC Evidence

Response:

FEI has a solid, realistic plan to meet the challenges of the Energy Transition as it understands
them today. However, there is currently no legislative framework in BC that deals with the role of
the gas system and the challenges of the Energy Transition it faces in a solid, realistic manner.
As explained in FEI's business risk evidence, the CleanBC Roadmap to 2030 identifies key
priorities in regard to decarbonizing FEI's customer emissions in the buildings and communities,
transportation, and industry sectors; however, its measures rely heavily on the electrification of
energy end uses to reduce GHG emissions and do not provide comprehensive support for the
role of the gas system.

While the role of the gas system has garnered some support and recognition from the Province
in the form of support for the expansion of Renewable Gas supply, and while FEI is pursuing
actions to reduce emissions as part of its 30BY30 target, there is no legislation recognized by the
Province or approval by the regulator that outlines the overall role of FEI in the energy transition.

Although there are specific pieces of legislation like the GGRR and the DSM regulation that allow
FEI to make progress in reducing GHG emissions, they are not incorporated into an overall
framework that would address the energy transition risk to FEI.

Please also refer to the responses to BCUC IR1 4.4.1, 4.4.1.1 and CEC IR1 9.2 where FEI
describes the kinds of actions that are required from the government and the BCUC for FEI to be
able to credibly advance its Energy Transition mitigation related initiatives.

21.3 Please confirm that the primary risk for which concern should be the largest would
be the failure to have solutions, to have proven implementations of the solutions,
and to have a solid case for the preservation of the renewable natural gas system
as a valuable diversity of supply to deal with the energy transition and comment of
the solid progress FBCU has been making to manage the energy transition
challenges.

Response:

FortisBC agrees that being stagnant and not having a plan to address the challenges associated
with the Energy Transition also involves significant risk. As explained in the response to CEC IR1
2.5, FEI has put forward initiatives to proactively address anticipated risks; however, currently
investors have doubts about the scalability and permanency of these solutions and perceive
significant risk to these solutions.

Please refer to the responses to BCUC IR1 8.1.1 and 14.4.
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22. Reference: Exhibit B1-8-1, Appendix C, page 91

11 However, we note that this is a “downside-only” area for FEL. In other words, while regulatory
12 changes (e.g., the acceleration of depreciation rates) may improve FEI's prospects of recovering
13 its investment, there remains a chance that investors are not able to earn a full “return of” their
14 invested capital. There is no reasonable scenario where investors face less risk due to stranded
15 assets than before the advent of the Energy Transition. Further, all else equal, accelerating

22.1 Please confirm that a reasonable scenario for investors facing less risk due to
stranded assets during the advent of the energy transition would be if a gaseous
supply of renewable energy as a diverse and lower cost competition to electricity
emerges as a long-term viable solution.

Response:

Concentric provides the following response:

As discussed on pages 85-87 of Mr. Coyne’s report, renewable natural gas and hydrogen gas are
among the alternative fuel sources that gas distribution utilities such as FEI may consider to meet
the carbon emission targets of federal and provincial governments. However, investors and credit
rating agencies have expressed concerns with RNG and hydrogen as alternatives and the cost
of such alternatives is not currently competitive with electricity, especially in provinces such as
BC where there is low-cost hydro.

22.2 Please provide any quantitative analysis that this potential long-term option cannot
and will not emerge as viable, thereby realizing the stranded asset risk.

Response:

Concentric provides the following response:
There are so many unknowns that the only reasonable approach is scenario analysis.

Mr. Coyne has not conducted such quantitative analysis, but he refers to the work completed by
CER that considers alternative energy futures. Please refer to the response to RCIA IR1 3.2 for
an overview of this work.
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22.3 Please confirm why, if there is no reasonable scenario where there will be less risk
of stranded assets, continued investment in the gas system assets should
continue.

Response:

Concentric provides the following response:

Continued investment in the gas distribution system is necessary in order to maintain the safety
and reliability of the existing infrastructure and meet the energy needs of customers through the
transition. The Energy Transition will occur gradually, and natural gas will remain an important
fuel source for the foreseeable future.

Please refer to the response to BCUC IR1 9.4 where FEI's discusses the reasons for its major
capital projects spending.

22.4 Please identify the scenarios considered when determining that there is no future
scenario with less risk for stranded assets.

Response:

Concentric provides the following response:

Mr. Coyne did not consider specific scenarios with regard to the risk of stranded assets for FEI.
He notes, however, the most recent analysis of the CER in its scenarios for Canada’s Energy
Future released February, 2022. In this report and appendices, the CER projects primary energy
demand, by province, and nationally. For natural gas, the projected demand nationally is depicted
below:
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Figure ES.14:

Natural Gas Demand by Sector, Evolving Policies Scenario
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In BC, as noted in response to RCIA IR1 3.2, natural gas demand declines by more than 20% by
2050. The CER characterizes this scenario as: “The Evolving Policies Scenario was introduced
as the new primary scenario of the Canada’s Energy Future series in EF2020.” 1’ The CER also
considered a “Current Policies”, and a “Towards Net Zero” scenario. The CER further
characterized the scenarios: “The Evolving and Current Policies scenarios do not explicitly model
climate goals or targets. Given its static policy framework, the Current Policies Scenario is
extremely unlikely to lead to the significant GHG reductions needed to meet Canada’s Paris
commitments. In the Evolving Policies Scenario, significant GHG emission reductions will be
realized, but ambitious goals such as net-zero by 2050 are unlikely to be met.”

Mr. Coyne interprets these results as an indication that even the Evolving Policies scenario will
be insufficient to meet Canada’s net zero by 2050 commitment which became law under the
Canadian Net Zero Emissions Accountability Act in June 2021. The projections for natural gas
demand in BC and more broadly in North America point to the potential for stranded assets as
one of the risks investors face in gas utilities due to the Energy Transition.

22.5 Please confirm that FBCU and FEI are proposing to both the BC Government and
to the BCUC that they expect to develop a viable long-term path to meeting GHG

17 Canada’s Energy Future 2021, CER, pp. 19, 24.
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reduction targets by 2050, and they have demonstrated success in delivering GHG
reductions to these targets already.

Response:

With respect to CEC IR1 22.5, FortisBC assumes that CEC was referring to FBC and FEI in the
information request as opposed to FBCU and FEI.

Confirmed.

22.5.1 Please confirm that while the future is not guaranteed, the FBCU has no
reasons or evidence to suggest that it will fail in its energy transition
endeavors to find the appropriate provincial balance between renewable
gaseous energy supply and electrical transmission energy supply in the
guest to deliver GHG reductions to meet provincial targets.

Response:

While FEI and FBC intend to meet provincial GHG targets, their success depends on a number
of factors beyond FEI and FBC’s control. As such, FortisBC cannot confirm that there is no
evidence to suggest FEI or FBC will fail.

Please also refer to the response to BCUC IR1 4.4.1 and 4.4.1.1.
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23. Reference: Exhibit B1-8-1, Appendix C, page 91
Figure 50: Comparison of Deemed Equity Ratios
Operating Utility Deemed Equity
Ratio
FortisBC Energy Inc. (existing) 38.5%
FortisBC Energy Inc. (proposed) 45.0%
AltaGas Utilities, Inc. 39.0%
ATCO Gas 37.0%
Enbridge Gas 36.0%
Energir (formerly Gaz Metro)!98 38.5%
Gazifere Inc.1%? 40.0%
Heritage Gas Limited 45.0%
Liberty Gas New Brunswick 45.0%
Pacific Northern Gas Ltd.200 46.5%
Pacific Northern Gas Ltd. (Fort St. 41.0%
John/Dawson Creek)
Canadian Gas Average 40.9%
Canadian Gas Median 40.0%
US Gas LDC Average (2020/2021)29 52.0%
US Gas Proxy Group Average 53.4%

23.1

Response:

Please provide the recent annual revenues for each of the utilities in the Figure 50
list, so that they may be considered based upon the size of the utility.

Concentric provides the following response:

Please see the table below, which provides 2019 information on the number of customers, annual
throughput, and annual revenues for the companies listed in Figure 50.
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2019 Annual 2019 Annual
2019 Throughput Revenues C$
Company Customers (000 GJs) (millions)
AltaGas Utilities 80,700 20,686 $117.2
ATCO Gas 1,232,400 270,505 $824.1
Enbridge Gas 3,755,000 516,999 $5,084
Energir (formerly Gaz Metro) 207,000 238,700 $1,561.9
Gazifere 43,500 7,000 $228.4
Heritage Gas Ltd 7,700 10,100 $121.3
Liberty Utilities Gas New Brunswick 12,000 5,575 $49.3
Pacific Northern Gas Ltd 42,000 10,159 $264.2
FEI 1,041,000 227,000 $1,331.0

23.2 In the response to BCUC question 51.1, please supply the revenues for each of
the US utilities included in US group data.
Response:

Concentric provides the following response:

Please refer to CONFIDENTIAL Attachment 23.2 for the requested revenues for each company
in 2020 as reported on S&P Capital 1Q.

Attachment 23.2 is being filed on a confidential basis with the BCUC, pursuant to Section 18 of
the BCUC’s Rules of Practice and Procedure regarding confidential documents as set outin Order
G-15-19. Concentric advises that the information is proprietary and only available to subscribers
who, under the terms of the license, are not to reproduce, redistribute or store in a public retrieval
system without prior written consent, which has not been obtained. Therefore, Attachment 23.2
is being provided confidentially under separate cover to the BCUC only for the purposes of this
proceeding, and cannot be provided to other parties under the terms of the license.

23.3 Please confirm that as the Generic Cost of Capital proceeding moves forward, the
ROE’s and Equity to Debt thickness will be determined for smaller regulated
utilities and that these usually have higher ROEs than the benchmark and

potentially thicker Equity to Debt thickness.
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Response:

According to BCUC Order G-156-21, the cost of capital for utilities other than FEI, FBC and BC
Hydro will be determined in the second stage of this GCOC proceeding. FortisBC also confirms
that currently, these smaller utilities have a higher ROE and equity ratio than FEI. FortisBC
however cannot speculate whether or not the BCUC determines that these premiums should
continue to hold going forward.

OOk wWN P



((< FORTIS BC-

1

© O ~NO Uk~ wWw N

10
11
12

13

British Columbia Utilities Commission (BCUC) Submission Date:
2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022

FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 83

(IR) No. 1 on FortisBC Evidence

24. Reference: Exhibit A11l, BCUC IR53, Page 63

On page 121 of Appendix C, Mr. Coyne states

241

Response:

S&P credit metrics for FEI for 2020 were significantly weaker than the S&P credit metrics
of the companies in the U.S, Gas proxy group.

(]

This shows that FEI's financial risk profile is weaker on every measure than the U.S. Gas
proxy group companies, This stands to reason since the U.S. Gas proxy group has an
average S&P credit rating of A, which is one notch higher than FEI's long-term issuer
rating from Moody’s of A3 (equivalent to A- from S&P).

Comparisons to the Canadian proxy group also reveal weaker but more comparable
credit metrics.

(-]

The average S&P credit rating of the Canadian proxy group is BBB+, or one notch lower
than FEl's long-term issuer rating from Moody’s of A3 (equivalent to A- from S&P).

Please provide the rating metrics and any quantitative supporting credit metrics for
each of the companies Mr. Coyne has compared FEI to, as well as the Credit
metrics for FEI and please confirm whether or not FEI has its own credit rating or
whether the FTS stock credit rating are what is being referenced.

Concentric provides the following response:

Credit metrics for each company in the Canadian and U.S. proxy groups are provided in Exhibit
JMC-FEI-10. FEI is not rated by S&P. FEI has a Moody’s long-term issuer rating of A3, as
indicated in Mr. Coyne’s report.
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1 25 Reference: Exhibit B1-8-1, Appendix C, page 151 and 133
1 Figure 65: Comparison of Authorized Equity Returns
OEratina Utilisx Eguig Return Eguiz Ratio Weiﬁhted ROE :
FortisBC Inc. (existing) 9.15% 40.00% 3.66%
FortisBC Inc. (proposed) 10.0% 40.00% 4.00%
ATCO Electric 8.50% 37.00% 3.15%
Nova Scotia Power 9.00% 37.50% 3.38%
Hydro One Ltd. 8.66% 40.00% 3.34%
Newfoundland Power 8.50% 45.00% 3.83%
FortisAlberta 8.50% 37.00% 3.15%
Maritime Electric 9.35% 40.00% 3.74%
Canadian Electric Average 8.75% 39.42% 3.45%
Canadian Electric Median 8.50% 38.75% 3.36%
U.S. Electric Average 9.50% 49.64% 4.72%
U.S. Electric Proxy Group 9.59% 49.76% 4.77%
Average
2 2
1 Figure 57: Comparison of Canadian Investor-Owned Electric Utilities
Company 2020 Retail 2020 2020
C rs*? A | Annual
Sales (000 Revenues
GWh)ee
(millions)a
FortisBC Inc 143,714 3,291 $412
ATCO Electric 260,552 12,012 $1218
FortisAlberta 572,000 16,092 §596
Hydro One Networks 1449629 28,379 §7.290
Nova Scotia Power 529,000 10,028 $1.494
Newfoundland Power 270,000 5729 $717
Maritime Electric 84,000 1,293 219
3 2
4 25.1 Please provide, for each of the US utilities in the comparison in Figure 65, the
5 same data as for the Canadian companies provided in Figure 57, including their
6 annual revenues.
v
8 Response:
9 Concentric provides the following response:

10 Please refer to CONFIDENTIAL Attachment 25.1.
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Attachment 25.1 is being filed on a confidential basis with the BCUC, pursuant to Section 18 of
the BCUC’s Rules of Practice and Procedure regarding confidential documents as set out in Order
G-15-19. Concentric advises that the information is proprietary and only available to subscribers
who, under the terms of the license, are not to reproduce, redistribute or store in a public retrieval
system without prior written consent, which has not been obtained. Therefore, Attachment 25.1
is being provided confidentially under separate cover to the BCUC only for the purposes of this
proceeding, and cannot be provided to other parties under the terms of the license.
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26. Reference: Exhibit B1-8 page 9

Section 59(5) of the UCA provides that a rate is "unjust® or “unreasonable” if il is:

a) more than a far and reasonable charge for service of the nature and quality provided by
the utjty;

b) insufficient to yleld a fair and reasonable compensation for the service provided by the
utility, or a fair and reasonable retum on the appraised value of its property; or

¢) unjust and unreasonable for any other reason,

26.1 Please describe what may be considered as ‘more’ than a fair and reasonable
charge, or ‘less’ than a fair and reasonable charge.

Response:

Section 59(5)(a) refers to the BCUC’s obligation to approve rates which are fair and reasonable
having in mind the purpose for which the service is used, the quantities purchased and such other
matters as the BCUC considers justify the approval of rates which differ for different users.
Prudently incurred costs are recoverable in rates. Charging less than a fair and reasonable
charge would include rates based on something less than what is required to prudently deliver
the quality and quantity of service that the BCUC deems to be appropriate. Conversely, more
than a fair and reasonable charge would include rates based on something more than is required
to prudently deliver the quality and quantity of service that the BCUC deems to be appropriate.

Section 59(5)(a) is a distinct requirement from section 5(5)(b). In coming to a conclusion of a fair
return for the utility, the BCUC does not consider the rate impacts of the revenue required to yield
the fair return. Once the decision is made as to what is a fair return, the BCUC has a duty to
approve rates that will provide a reasonable opportunity for the utility to earn a fair return on
invested capital.

26.2 Please confirm that once the Commission has established a Fair return, it is
considered to be the Fair return unless or until it is changed by the Commission.

Response:

Confirmed. A fair return established by the BCUC remains a fair return unless or until it is changed
by the BCUC or overturned on appeal.
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26.3 Please confirm that the regulatory compact followed by the Commission and the
FBCU does not involve dealing with a fair and reasonable return on the appraised
value of the FBCU property but rather on the equity component of the investment
in the costs of the assets in the utility rate base.

Response:

FEI and FBC’s return on equity is set based on the equity component of the investment in rate
base, which is determined with reference to the book value (not market value) of assets.
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27. Reference: Exhibit B1-8, page 10

Similarly, in FEI's 2016 Cost of Capital Decision (2016 Decision), the BCUC reiterated the
principles articulated in the 2006, 2009 and 2013 Cost of Capital Decisions and confirmed that it
has a duty to provide a reasonable opportunity to the utility to earn a Far Return on and of invested
capial:

Consistent with previous decisions and the “regulatory compact” the Panel confirms that
il has a duly lo approve rates that meel this slandard, and o provide a reasonable
opportunity for the utility to earn a Fair Retum on invested capital. The Panel also concurs
with the finding in the 2013 GCOC Decision that in assessing the Fair Retumn Standard,
the utility must be assessed on the basis of the standalone princple, That is, & must be
assessed as If FE| is a stand-alone entity, raising capital on the merits of its own economic,
business and Mnancal characteristics?’, No party challenged the application of this
principle®,

27.1 Please confirm that the Utility is not guaranteed to earn a ‘Fair Return’ but is
provided a reasonable opportunity to earn a fair return on its invested capital.

Response:

The allowed return determined by the BCUC must reflect the Fair Return Standard. FortisBC
confirms that, once that allowed return is determined, the BCUC must set rates that provide a
reasonable opportunity to earn that fair allowed return on its invested capital.

27.2 Please discuss the meaning of ‘having a reasonable opportunity’ to earn a Fair
Return on invested capital. What conditions can be considered as a ‘reasonable
opportunity’?

Response:

There is a statutory obligation on the BCUC, set out in sections 60 and 59(5) of the Utilities
Commission Act, to approve rates that afford the utility an opportunity to earn a fair return. Judicial
authorities have referred to this obligation as “absolute”.*®

The conceptual underpinning is that the utility’s cost of capital is a legitimate cost of providing
safe and reliable utility service. The BCUC is determining in this proceeding the amount of that
cost (the “allowed return”), for which provision will be made in rates set by the BCUC. Establishing
the allowed return for the utility at a level that fails to reflect its true cost of capital as determined
with reference to the three standards of capital attraction, financial integrity, and comparable

18 British Columbia Electric Railway Co. v. Public Utilities Commission, [1960] S.C.R. 837 at 848 and 856-857;
TransCanada PipeLines Ltd. v National Energy Board, 2004 FCA 149, paras. 35-36 and 43.
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returns would be no more valid than a determination to disallow rate recovery for a prudently
incurred capital or operating cost.

27.3 What conditions could be present under which the Utility is regulated in a fair
manner, but does not earn its expected Fair Return?

Response:

When setting a rate under section 60 of the Utilities Commission Act, the BCUC must have due
regard for, among other things, whether the rate provides the utility an opportunity to earn a fair
return. This standard does not mean, however, that a utility is guaranteed its allowed return on
equity. In any particular year, the actual return on equity earned may be below or above the
allowed return on equity. The rates may be set based on a forecast revenue requirement for the
year, which includes a provision for the allowed return on equity. The utility’s actual performance
during the fiscal year will determine how close the actual return on equity will be to the allowed
return on equity.

The inability to earn the expected return may also happen due to the ratemaking approach and
associated regulatory lag. For instance, under incentive regulation, the utility’'s revenue
requirement may be set for a number of years. In any given year, the utility may spend more than
its approved revenue requirement in which case it will not be able to recover the variance between
actual and allowed costs (even if the costs were prudently incurred). This can potentially result in
a utility earning less than its allowed return.
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28. Reference: Exhibit B1-8, page 10

This BCUC's articujation of the Fair Return Standard is consistent with prior court decisions,
including the concurming reasons of Locke J, in British Columbia Electnc Radway, in which Locke
J, slated in part

The Commission is directed by 5.16(1)(a) [of the old legislation] to consider all
matters which it deems proper as affecting the rate but that consideration is to be
given in the |ight of the fact that the objigation to approve rates which wil give a
fair and reasonable return is absolute,

The application of the Fair Return Standard ensures that utilibes are in a position to;

+ maat their customers’ service neads at a reasonable cost;
« atiract investment capital at reasonable cost under all market conditions;
« eam a falr and reasonable retumn on previously invested capital;

* support the energy and environmenta| policy objectives of the BC government to the
extent appropriate under the UCA,;

* pursue Investments in efficiency; and

* be financially sustainable in the face of ongoing and changing business risks,

28.1 Please confirm that when the decision says “ensures” that it does not mean that
these issues are guaranteed as a matter of the fair standard return but have
reasonable prospects of being delivered by the company and its management.

Response:

It is unclear what decision is being referred to in the question, but as discussed in the response
to CEC IR1 27.3, setting rates with regard for the Fair Return Standard does not mean that a
utility is guaranteed to earn its allowed return on equity. The application of the Fair Return
Standard to determine the allowed return, and the corresponding step by the BCUC to ensure
that rates reflect the allowed return on a forecast basis, allows the utility and its management the
opportunity to address the listed items, but does not guarantee that they will occur.

28.2 Please explain whether or not utilities have an obligation to deliver any and all of
the six bullet pointed items above, if they have been provided with a ‘fair return’.

Response:

The obligations of public utilities are primarily as set out in the Utilities Commission Act, including
the obligation to provide service to the public that is adequate, safe, efficient, just and reasonable
without undue discrimination. Over the long run, unless a utility is allowed to earn its cost of
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capital, further investment will be discouraged and it will be unable to maintain its operations

including with respect to the bulleted items in the preamble.
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1 29 Reference: Exhibit B1-8, page 12 and
2 https://lwww.investopedia.com/ask/answers/041415/variance-good-
3 or-bad-stock-investors.asp

4.1 FORTISBC'S APPROACH TO ASSESSING BUSINESS RISK ALIGNS WITH THE
BCUC's DEFINITION OF RISK

In the 2013 GCOC Stage 1 Decision (2013 Decision) and the 2016 Decision, the BCUC defined
risk as the probabi|ity that the future cash flows will not be realized or will be vanable resulting in
a fallure to meet Investors’ expectations®, The BCUC's 2013 Decision also reaffirmed Its previous
stalement in the 2009 Cos! of Capital Decsion (2009 Decision) that “the assessment of the risks
has a significant beaning on the application of the fair relurn standard and the determination of an
appropriate common equily ratio for regulalory purposes,™*

4
5 Variance is neither good nor bad for investors in and of itself. However, high variance in a
6 stock is associated with higher risk, along with a higher return. Low variance is associated
7 with lower risk and a lower return. High-variance stocks tend to be good for aggressive
8 investors who are less risk-averse, while low-variance stocks tend to be good for
9 conservative investors who have less risk tolerance.

10 29.1 Please confirm or otherwise explain that the statement in the GCOC Stage 1

11 Decision (2013) would be considered to be on average, and does not imply that

12 investors are guaranteed to earn their expected results.

13

14 Response:

15 FortisBC confirms that investors are not guaranteed to earn their expected returns.

16
17

18

19 29.2 Please confirm the above Investopedia statement regarding variability is a
20 reasonable perspective.

21

22 Response:

23  Concentric provides the following response:

24 Mr. Coyne does not dispute this Investopedia statement regarding variability of stock prices. As
25 discussed in Mr. Coyne’s report, Beta is the common measure of risk in the CAPM. Beta
26  measures the relative change in the share price of the subject company compared to the broad
27  market over a specified time period, such as five years. As noted in Mr. Coyne’s report, Betas for
28 regulated gas and electric utilities have increased substantially since January 2020.

29
30


https://www.investopedia.com/terms/v/variance.asp
https://www.investopedia.com/terms/r/risk.asp
https://www.investopedia.com/terms/r/return.asp
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29.3 Please discuss the variability of the FTS stock price as a proxy for (FEI and FBC
on a standalone basis, but confirm it will need adjustment to ensure it reflects the

Response:

Concentric provides the following response:

standalone principle).

Please refer to Attachment 29.3 for an analysis of the variability in FTS’s stock price for each year
from 2017 through 2021. As shown in the summary table below, the variability in the high and
low stock price for FTS each year has ranged from 18.5% in 2018 to 39.4% in 2020.

Low Price High Price % Variability
2021 49.00 61.16 24.8%
2020 42.20 58.83 39.4%
2019 44.27 56.78 28.3%
2018 39.69 47.05 18.5%
2017 40.87 48.59 18.9%

Fortis Inc. is not included in Mr. Coyne’s Canadian or North American proxy groups because FTS
is the parent company of FEI and FBC, and would not typically be considered a proxy for the

subsidiary companies for purposes of regulatory cost of capital analysis.

In particular, Fortis Inc. is an imperfect proxy for estimating the cost of equity for either FEI or FBC
because neither operating company accounts for a significant portion of the earnings or asset
base of the parent company. Please also refer to the response to CEC IR1 7.2.
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1 30 Reference: Exhibit B1-8, page 12

Business risk can be catagorized in different forms, For the sake of consistency and continuity of
risk assessment, in this proceeding FE| and FBC have both adopted similar business risk
categories to each other, which are consistent with the 2016 Proceeding, The only new risk
calegory relates to the Indigenous rights and engagement that due 1o its increased significance
and impact has now been promoled 1o its own risk category, These categories conform o the
BCUC's definition of risk, since each one of these risk categories (and sach one of the faclors
within each category) can potentially limit FEI's and FBC's ability to realize its current and future
earnings and/or cash flows,*’

30.1 Please confirm that the BCUC is not obligated to be consistent with the 2016
Proceeding or any other prior proceeding, and can incorporate other factors into
its Decision-making as it deems fit.

Response:

Section 75 of the UCA provides “The commission must make its decision on the merits and justice
of the case, and is not bound to follow its own decisions.”
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1 FORTISBC ENERGY INC.

2 31 Reference: Exhibit B1, page 18 and Appendix A page 17 and page 18

¢ Econpmic Condiions: The current Canadian economic envionment contnues to be
dominatad by unceriainty, FBC s assassmant of major economic indicators indicates that
BC iz recovering from the pandeméc lows, Nevertheless, the record high inflation rate,
caused by government fizce| and monetary policy to boost economic growth and improve
employment, and BC's challenges for longstesm ecanomic growth points o higher risk. In
additon, compared o other larger utilities, FBC's smaller sipe and dependence on highly
cyelical industeal lead in one of two sectors contribute to FBC's higher econormic related
rish,

Table 43-1: Economic indicators for Four Jurlsdictions In Canada (2015 to 2023)™
a0 B 2me 2017 2me 2013 H20  2029F 20@2F HNX3IF

Britizh Columbla

Real GDP (% change) 23 29 ) 2.8 25 -3.8 5.2 4.0 25
Unempioyment (%) 6.2 6.1 9.2 4.7 4.7 849 6.5 47 4.5
Housing siarts (1000 of wnits) | 31.4 413 437 409 449 ET ] 47 6 361 4B
Albarta

Real GDP (% change) =35 -3.6 4.3 1.9 0.0 -8.2 5.3 S0 4.0
Unempioyment (%) a.1 6.2 7.8 6.7 7.0 114 8.7 71 6.4
Housing siarts (1000 of wnits) | 37.3 24.5 295 6.1 27.3 24 31.4 309 28.8
Ontario

Real GDP (% change) 27 2.2 2.8 2.8 21 -5.0 3.9 459 3.2
Unempioyment (%) 6.8 B.6 6.0 5.7 5.6 9.6 8.0 5B o |
Housing siarts (1000 of wnits) | 70.2 5.0 A Ta7 69.0 S0LE 59.5 B3.6 833
Quebss

Feal GDP (% changs) 1.0 1.6 29 3.0 27 -5.3 5.0 36 24
Unempioyment (%) 7.6 7.2 8.1 55 N | 84 6.1 48 5.0
Housing siarts (1000 of wnits) | 37.9 389 45.5 459 48.0 534 678 548 294

Based on the Conference Board of Canada (CBOC) kong-term forecast, from 2026 to 2040,
economic growth is forecast to average 1.5 per cent, slightly less than the growth expected for
Canada’s economy as a whole™. Demographic issues are expected to further lead to lower
housing starts ower the long term as the aging population lowers the demand for new homes.
Houwsing starts are forecast to decline from arcund 28,000 in 2020 to 18,000 n 2040. These long-
termn forecasts for both GOP and housing stars are lower than what was forecast in the CBOC's
2015 long-term forecast indicating that in the CBOC's wiew, BC's long-tem outlook is slightly
wiorse than what was assumed n 2015, As for investments, according to the CBOC, once the
Coastal GasLink project is completed in 20242025, there will likely be a limited number of large-
scale projects. In addition. new emission targets under BC's climate plan may work to lmit further
expansion in a sector that could otherwise be a growth driver, the province's LNG sector.

In conclusion, FEI's assessment of BC's major economic indicators indicates that BC is
recovering from the pandsmic lows and that, with exception of the unemployment number, the
2022 forecast numbers for howsing starts and GDP growth are higher than the 2015 levels.
MWewertheless, the record high inflation rate, caused by government fiscal and monetary policy to
boost economic growth and improve employment, and BC's challenges for long-term economic
growth points to higher risk.
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31.1 Please provide the BC GDP by Industry - NAICS Aggregations, for the years from
the most recent data available back to 2006 to demonstrate the FBCU assertion
that forestry has been volatile or risky.

Response:

Please find below data from 2006-2020 in dollars and percentage form, which includes
information for the NAICS aggregations for Forestry and Logging, Wood Product Manufacturing
as well as Paper Manufacturing.®

o ~NO O b~ WDNPR

19 Statistics Canada. Table 36-10-0402-01 Gross domestic product (GDP) at basic prices, by industry, provinces and
territories (x 1,000,000).
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BC GDP by Industry - NAICS Aggregations, 2006-2020 (Millions of Dollars)

2016

2017

Forestry and
logging

Wood product
manufacturing

Paper
manufacturing

2007 2008 2009 2010 2011 2012 2013
2,188 2,055 1,813 1,248 1533 1814 1,860 2,011
3,128 | 2,965 2,508 2,043 2,281 | 2408 | 2579 2,780
1,739 1,709 1521 1,170 1,385 1,428 1,299 1,208

2014 2015
1,977 1,970
2,810 @ 2,842
1,398 1,457

1,807

2,991

1,359

1,841

2,892

1,248

BC GDP by Industry - NAICS Aggregations, 2006-2020 (Percentage of Annual Change)

1,977

2,744

1,215

1,578

2,433

1,046

1,695

2,226

911

All Industries

Forestry and
logging

Wood product
manufacturing

Paper
manufacturing
4
5
6

3% 1% -3% 3% 3% 3% 2% 4%
-6% -12% -31% 23% 18% 3% 8% -2%
-5% -15% -19% 12% 6% 7% 8% 1%
-2% -11% -23% 18% 3% -9% -7% 16%

2% 3%
0% -8%
1% 5%
4% -T%

4%

2%

-3%

-8%

4%

7%

-5%

-3%

3%

-20%

-11%

-14%

-3%

7%

-8%

-13%

3%

-6%

-5%

-2%

As can be seen, the three forestry related sectors exhibit more volatile annual changes than the “All Industries” category, indicating the
cyclical nature of forestry related industries.
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31.2 Please confirm that all businesses are exposed to economic risk.

Response:

Confirmed that all businesses are exposed to varying types and degrees of economic risk.

31.3 FEIl evaluates most of its Business Risk with respect to the 2015 levels. Please
confirm that the business risk for many if not most other companies has also
changed since 2015 and that FEI must make a case related to a current
comparable investment.

Response:

As explained in the FortisBC evidence, business risk can be analyzed in various fashions. For
instance, one can analyze the business risk by comparing the direction and pace of change in
risk factors for the same company over time. In its evidence, FEI's and FBC’s Business Risk
Appendices (Appendix A and Appendix B) assess each Company’s business risk from this
perspective. Another important approach, particularly in the context of cost of capital applications,
is to analyze a company’s risk relative to other firms. Concentric’'s expert testimony in this
proceeding includes this aspect of business risk analysis. Similar to what is stated in the question,
Concentric’s relative risk comparison to other firms relies on current comparable investments and
not on the 2013 or 2015 risk levels.

As discussed in the response to BCOAPO IR1 2.1, the BCUC’s past decisions have relied on
both of these approaches to inform its cost of capital determinations.

31.4 Please confirm that an assessment of business risk with respect to an ability to
attract investment should evaluate the business risk relative to other businesses
in the current timeframe, not necessarily with respect to previous times.

Response:
Please refer to the response to CEC IR1 31.3.
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31.5 Please provide a fulsome discussion for how FEI's economic risk has changed
relative to other businesses.

Response:

As explained in FEI's business risk appendix, the main economic risk event in today’s economic
environment relates to the COVID-19 pandemic and its impact on supply chain issues as well as
record high inflation. FEI believes that inflation risk has a similar impact on utilities generally. For
a more fulsome discussion about the economic risk please refer to the responses to BCUC IR1
13.1.1 and 13.2.
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1 32 Reference: Exhibit B1-8, page 18 and Exhibit B1-8-1 Appendix A page 21

o Poiitical Risic The government push for electrification of the BC economy is providing
FBC with both opportunities and challonges, Namely, government policies to electrify the
building and transportation sectors can increase FBC's market share and load; howover,
rapid policy=driven customer migration from fossil fuels to electricity presents operational
challenges for FBC which has limted resources in a small gecgraphical sarvice temtory,
and govemment's ability to subsidize BC Hydro customers is not a path open to FBC,
Overall, however, FBC assesses that its politcal risk is [ower than what was assessed in
the 2013 Proceeding,

Whie there is broadening consensus among policymakers on the need to achieve net-zero
emissions over the long-term, there is considerable uncertainty on what role the gas system will
play in achieving these goals and how policymakers will utiize the gas system for a net-zero
transiton.

Whie gas infrastructure is a promising tool to reach decarbonzation goals, there i 3 lack of
awareness and acceptance of the role it could play. This creates a higher nisk for FEI relative to
the political nsk environment at the tme of the 2016 Proceeding. This higher level of nsk must
be managed with contnued nvestment n research, analysss, and development of low-carbon
solutons within a net-zero context, and engagement with policymakers at all levels of government
and key stakeholders who inform cimate change-related policy development.

32.1 Please confirm that the BC government has also made a push on a number of
fronts to be supportive of the natural gas business including renewable natural gas
options.

32.1.1 Would FEI expect that such activities can moderate the political risk?
Please explain why or why not.

©O© oo~N O~ W

10 Response:

11  The BC government has been supportive of expanding the supply of renewable gases. However,
12  significant barriers and risks remain with respect to policy and to date the support has been
13  outweighed by a number of detrimental government policies. For instance, government policy
14  has not addressed the barriers associated with expanding the use of renewable gas in BC.
15 Moreover, the CleanBC Roadmap and related policies introduce a number of policies that will
16  serve to impede the use of renewable gases in the future, including:

17 e Introduction of 100 percent efficiency standards that restrict the use of conventional gas
18 appliances by 2030%;

19 e Phasing out of incentives for conventional gas appliances and equipment;

20 ¢ Introduction of incentives and funding to promote fuel switching from fossil fuels to electric
21 heat pumps; and

20 Renewable gas is currently burned in conventional gas appliances, which cannot achieve 100 percent efficiency.
Gas-fired heat pumps, which can exceed 100 percent efficiency, are not yet commercialized and widely adopted in
the marketplace.
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e Increased PST on conventional gas appliances.*

The lack of clear direction regarding the role of the gas system in BC’s energy future elevates the
risk of lower throughput and higher prices, which can negatively influence FEI's ability to recover
costs over the long-term. As explained in Concentric’s evidence, while RNG and hydrogen may
offer a potential pathway for FEI through the Energy Transition, investors perceive significant risk
to that pathway because of its operational, political, technical, and financial challenges.

32.2 Please confirm that FEI can and generally does recover such expenses from
ratepayers.

Response:

FEI is unclear what expenses the CEC is referring to.

FEI's statements in the preamble above do not relate to the ability to recover costs in the short-
term. Rather, FEI's statement focuses on the demand and price implications of government’s
policies to decarbonize the economy on FEI's business, which can negatively influence FEI's
ability to recover costs over the long-term.

32.3 Please confirm that FEI can and does recover such expenses from its ratepayers.

Response:
Please refer to the response to CEC IR1 32.2.

21 Introduced as part of the 2022/2023 Provincial Budget.
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1 33 Reference: Exhibit B1-8-1 Appendix A, page 22

4.2.1 Federal Government

Both the federal Liberal and NDP parties committed to greater effort to meet and exceed the Paris
targets, including a pledge to reach net-zero by 2050. In the fall of 2020, the Liberal government
announced a new climate plan to exceed its 2030 targets, signaling carbon tax increases, deep
Of significance, within the plan is a proposed carbon tax escalation of $15 per tonne per year after
2022, reaching $170 per tonne by 2030. Section 6.3.2 outiines the impact this will have on FEI's
price and competitive position. Most recently, at the COP28 conference in November 2021, the
federal government announced a cap on ol and gas sector emissions® to reach net-zero by 2050.

There are many policies and agendas that affect the tming and magnitude of sk that FEI faces.
Additonally, the lack of clanty from federal and provincial policymakers on the role of the gas
system in decarbonzation has increased risk and uncertainty for FEL While the solutions that FEI
offers to align with a low-carbon future would assist with the federal government’s goals, a lack of
program support, stringent policies and favouring one solution set over others put FEI's system
and ratepayers at risk. FEI's risk due to federal govemment policies is significantly higher than in
the 2018 Proceeding. Some specific policies are discussed below.

421.1 Pan-Canadian Framework

The Pan-Canadian Framework on Clean Growth and Climate Change™ (PCF) was Canada's first
national climate plan and was released in December 2016 (after the 2016 Proceeding), marking
a shift towards increased federal involvement in climate policy. The PCF has four man pillars:
pricng carbon pollution, complementary measures to reduce emissions, climate change
adaptation and actions to accelerate innovation. Most notably, the PCF contained measures to
signficantly reduce emissions in the buidings sector by making new buddings net-zero, retrofitting
supporting building codes and energy efficent housing. The PCF set an aspirational goal in 2017
that by 2035 all space heating technologies sold have a performance of greater than 100 percent
efficiency. This would effectively ensure that only electric or gas heat pumps would be available
for use by this tme. The PCF signalled further electrfication measures for the buildings sector
and fuel switching from natural gas.

33.1 When FEl is evaluated for business risk against other companies, please provide
an overview of the types of companies which it may be assessed against.

Response:

Concentric provides the following response:

0 ~NO Oohkh W

9  Mr. Coyne compared the business risk of FEI against other gas distribution utilities in Canada and
10 the U.S. Those companies are most similar in risk and are appropriately included in a proxy group
11  for FEI, although each company has its own unique business and financial risks.

12
13

14
15 33.1.1 Would these include other energy companies that are also exposed to
16 new federal and provincial regulations? Please explain.
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Response:

Concentric provides the following response:

All North American gas distributors are exposed to some degree to new federal, provincial and
state policies that impact business risk. Some distributors are more exposed to Energy Transition
risk (such as in BC) and others are more insulated from that risk through prohibitions on natural
gas bans.

33.1.2 Would these include other companies facing market disrupting
technology changes creating transitions similar to the energy transition
FEI is dealing with? Please explain.

Response:

Concentric provides the following response:

Yes, all North American gas distributors are facing market disrupting technology changes. One
example is the electric heat pump, which is rapidly penetrating the home heating and air
conditioning market and capturing market share. But this type of competition from new technology
is not as far reaching as the Energy Transition. As stated elsewhere in these responses, the
Energy Transition is a market disrupting phenomenon for gas distributors, which are not normally
exposed to this type of risk. The Energy Transition limits the future growth prospects of
companies like FEI and requires them to fundamentally re-examine their business model.

33.2 Please identify which other types of companies FEI would expect would also
experience risk as a result of federal climate plans.

Response:

FEI would expect that all companies using gas and electricity would experience heightened risk
if the preferred pathway to decarbonization was electrification-focused. As discussed in the
Pathways to 2050 report, such a pathway would see higher energy rates and lower energy system
resiliency which would impact companies across a wide spectrum.

For example, FEI would expect companies competing in energy-intensive, trade-exposed
industries to be at higher risk. This includes companies that:
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¢ Have relatively high energy costs as a share of gross output;

e Compete in international markets with divergent climate policy stringency; and

o Extract, process, distribute, or retail carbon-based energy commodities.

Other examples of impacted companies include:

e Companies that are involved in the production, transmission and distribution of gaseous

energy; and

o Companies that manufacture, maintain and sell products used to burn gaseous energy.
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1 34 Reference: Exhibit B1-8, page 15 and Exhibit B1-8-1 Appendix A page 28 and
2 page 29

o Energy Prices: The risk relating 1o energy prices s higher than what it was in the 2016
Proceeding, Current market prices for natural gas are higher than in 2015 and forecasted
1o increase as demand from power generation and liquefied natural gas (LNG), and a
polential declne in crude oil production, puts pressure on prices, Furthermore, market
prices are oxpected to remain volatile as a result of extrome weather events, changes in
natural gas demand for power markets in the region, and anticipated growth in demand to
supply the LNG axport market, The volatiity is greater than that presented In the 2016
Proceeding. In terms of competitiveness, the current price advantage of natural gas
versus electricity I8 not expected 1o be maintained, especially with recenl rate
announcements from BC Hydro which will see cleclricity rates hekd fairly flat over the next
several years, Current and planned carbon tax rates will continue to negatively affect
natural gas price competitivenoss relative to eloctricity, Further, the increasing share of
higher cost Renewable Gas in FEI's gas supply portfolio further contributes to FEI's higher
price competitiveness risk, The upfront and installaton costs of natura| gas.fired
equipment have increased relative 1o the cost data available in 2015 for that same
equipment, Moreover, new technology which supports the use of electricity, such as
eloctric heat pumps, that have a higher upfront and installation cost than natural gas<fired
oquipment, are more cost competitive when governmeni=provided incentives and rebates
are considered,

4222 FElectrification

The Roadmap, based on the measures cutlined above, is supportive of greater electrification,
placing pressure on FE| o retain customers and grow its business by attracting new customers.
This, in tum, can force FEl to become less cost compettive over time. The sechion bebow
highlights how the Buldings Electrification Roadmap and BC Hydro Electrification Plan further
aimm to electrfy many aspects of BC's economy, including loads cumently served by FEL

42222 BCHYDRO EIECTRIFICAIION PLAN

The Electrification Plan™ initiated by BC Hydro was launched in September 2021 as part of its
Rewenue Reguirements Application. The Blectrification Plan proposes new programs and
mcentives to switch from fossd fuels to electricity in homes and buldings, ransportation and
indusiry. BC Hydre plans to spend 3360 milllion on electrification initiatives over the next five years,
of which 5130 milion will be used to encourage customers to switch from natural gas and diessl
to eleciricity.

In the buildings sector, BC Hydro identified expanding residential air sowrce heat pumps and
switching from natural gas fumaces as a key strategy. While BC Hydro acknowledges that there
are still barmiers for bulding owners switching to electric heat pumps, mainly affordability. a new
mcentive allovws customers to receive up to §11 thousand per household if they switch from natural
gas to an electric heat pump. In the Industrial sector, BC Hydro also identified displacing fossd
fuels and attracting new load from traditional resource industries and manufactering.

The Ebectrification Plan states that electricity rates will go down for customers for the years that

the Ebectrification Plan is in its “testing phase” between 2021-2026*. The Electrfication Plan does

not discuss the long-term costs or potential mpacts of relying on electrfication-only measures

past 2028 and rate mpacts of electrifying substantial natural gas keads and what that means for
4 Briish Columbians.
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34.1 Please provide FEI's views as to how electrification can be expected to impact the
electricity rates beyond the ‘testing phase’.

Response:

FEI has not attempted to quantify the rate impact of the BC Hydro Electrification Plan beyond the
2021-2026 testing phase, but agrees that over the short term and based on the evidence provided
by BC Hydro to date, the expected electrification will be manageable with existing resources and
infrastructure without a material impact on rates. Beyond 2026, it becomes more likely that a sole
focus on electrification will place upward pressure on rates. The view of FEI is that the province
has a number of options to reach its long-term climate goals. One pathway is electrification, which
relies on the widespread use of electricity. The other, and the one that FEI views as the preferable
approach, is a diversified pathway, which utilizes different sources of clean energy, including
electricity, as well as renewable gases which take advantage of its gas delivery infrastructure. The
costs for both electric and natural gas ratepayers are higher in the electrification pathway as
compared to the diversified pathway as BC Hydro’s existing capacity surplus is exhausted and
additional resources are required and there is less load on the FEI system to cover fixed costs.

34.2 Please explain whether or not FEI's risk should be assessed only over the 3-5
years term of the Cost of Capital hearings, or whether the risk should be assessed
on a long-term basis of say 10 or 20 years or more.

Response:
Please refer to the response to BCOAPO IR1 19.1.
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Reference:

Exhibit B1-8-1, Appendix A page 33-34, and page 35

Tabie A4-1: Sample List of Local Governments and thelr Low Carbon Energy System (LCES)
Targets

Local
Government Buliding Energy Requirement Typee of Bulidings impacted

Date

Effective

ERnher Step S or Step 3 with a Low Single family, Townhouse and
Carvon Energy System (3 kgCO:e/m?) | other Part 9< residentiai bulidings
Dremictof  'Emner Step S or Step 2 wRh a Low Pan G Detached secondary sutes | February
Var Carbon Energy System (3 kgCOem?) 2021
ERher Step 4 or Step 2 with 3 Low Part 3* residential Multi-tamiy
Carbon Energy System (3 kgCOé/m?) | and apartment buldings.
ERher Step S or Step 3 with 3 Low Parn 9 Singie family home, coach
District of Carvon Energy System (3 kgCOze/m?) | house, smaner townhouse. bass
Va-noum“ ERher Step 4 or Step 3 with 3 Low Part 3 Residential Larger mut- Juy
Carbon Energy System (3 kgCOe/m?) | family and apariment projects
Local Effactive
Govermnment Bullding Energy Requirement Types of Bulldings impacied Date
ERher Step 3 or Step 2 with a Low Part 3 Commercial, OfMce and
Carbon Energy System (3 kgCOseim?) | Retall bulldings
Clty of Morth | ERher Step 5 or Step 3 with a Low Hewly constructed Part 3 July 2021
vancowwer | Carbon Energy System (3 kgCOse/m?) | residential bulldings
City of Efther Step 3 or Step 2 with a Low Rezoning applications for Part 3 Juty
Bumab Carbon Energy Sysiem (6 kgCOze/m?) | resldential and commercial 2019
¥
buldings
ERher Step 3 or Step 2 with a Low Part 3 Resldentlal new April 2019
Clty of Carbon Energy System (5 kgCO:e/m?) | constructon
Sumey ERher Step 4 or Step 3 with a Low Part 3 Resldentlal new 2023
Carbon Energy System (3 kgCOze/m?) | constructon 2024
Efther Step 3 or Step 2 with a Low Part 9 Single family dwelings and | Decamber
Carbon Energy System (6 kgCO:e/m?) | duplexes, iownhomas and 2030
or s 1.2 to0we ! year apartments
ERner Step 2 or Step 2 wih a Low Par 3 Resldential Buldings more | January
Carton Energy Sysiem than & stories or non combustible | 2021
Clty of consinucion
Richmond ERher Step 4 or Step 3 wkh a Low Part o Single family dwelings and | January
Carbon Energy System (3 kgCO:e/m®) | duplexes, iownhomas and 2032
or = 0LE 100 | year aparmeants
ERner Step S or Step 4 wih a Low Pari 8 Single family dwelings and | January
Carbon Energy System (3 kgCO:e/m?) | duplexes, iownhomes and 2025
or s UG tooe | year apartments

Municipality Low Carbon Energy Systems Definiton

Sumey

A highly eMiclent, profagsionally operated and maintained mechanical system that
supples 3 buliding's space, heating, coolng and domestic hat water heating

demand primarly from renewable energy sources, at a carton Intensity that Is low
enough 5o thiat when apolled to modelled bullding energy uss, the development
satisfies the Clty's defined GHG Bmits. The Clty's District Enargy System for
Sumey City Cendre Is consldered an LCES.

Rlchmond

A bulding's space heating. cooing, and domestc hot water heating mechanical
systam that ks supplied with enargy through efther a connection to city-owned
district energy systam or, an on-gita anergy sUpply equipment designatad to meet
a minimwm of 70% of bullding annual heating, cooling, and domestic hot water
enengy demand from a renewable enengy sounce.

Port Moody

A professionally designed and maintainad, highly eMclent mechanical system that
supples 3 bulding's space heating, cooling, and omestic hot water heating
demand pﬂ'ﬂﬂ'ﬂ'm rengwable saum2s, and meels fefined
greenhouse gas ntensity {GHEI) Imits of 6 kgCO/m3year and a coafMclent of
performance [COP) greater man 2.

In surmmary. increasing autonomy of local gowvemments o set emissions reduction targeks will
lmit energy choices for customers and create unequal access to conventional and Renewable
Gas senvice in FEI's service temmitory. For instance, a new building in a municipality with a GHGI
target will not have access o FEI's conventional natural gas service, while another new building
across the street in a different municipality without a GHG target may be able to use conventional
natural gas. Similarly, the efficiency requirerments in Port Moody preclude the use of gas
equipment entirely whereas neighboring municipalities have not adopted this stringent standard.

Please elaborate on why there will be unequal access to RNG.
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Response:

To clarify, municipal regulations are creating unequal access to FEI's gas system for customers
to use either conventional or Renewable Natural Gas.

Since the 2016 Proceeding, the climate and energy policies at the local government level have
evolved with a variety of measures implemented at a much faster pace. A growing number of
municipalities are using various approaches to reach their ambitious GHG reduction targets.
These include the adoption of stringent BC energy Step Code (Step Code) levels for new buildings
and/or requiring the builders to meet or exceed certain GHGI targets per square metre of floor
space, effective bans on the use of conventional natural gas equipment by requiring efficiency
levels higher than 100 percent, requiring the connection to District Energy Systems (DES) and
other measures such as financial and non-financial incentives for all electric options for space
and water heating applications. Furthermore, an increasing number of local governments (such
as the City of Surrey and District of Squamish- see response to CEC IR1 35.2) are enacting
policies or incentives that favour the use of electricity over Renewable Gas to lower emissions in
buildings, creating a significant impediment on the ability for a customer or builder/developer to
access FEI's gas system.

35.2 Please discuss whether or not FEI's RNG program could be reasonably expected
to meet or contribute to meeting all the municipalities’ LCES targets if gas
equipment is not precluded entirely and explicitly.

Response:

FEI's RG Program in its current format cannot meet the municipal requirement; as such, FEl is
seeking approval for changes to the RG Program to meet local government GHG regulations for
new construction. There remains uncertainty about any future government policy that may impact
the RG Program. For example, in 2020 the City of Vancouver approved its Climate Emergency
Action Plan which includes a Zero Emissions Buildings Retrofit Strategy for existing buildings
offering a phased approach to reduce carbon pollution from the operation of existing buildings by
50 percent by 2030, up to 100 percent before 2050%%. The approach being proposed by the COV
is to reduce emissions at the building level where replacement heating and hot water systems
must be zero emissions. While FEI has a solution to decarbonize its gas supply and achieve the
CleanBC targets, which will meet the CoV’s 2030 emission target goals, it is our understanding
that this approach does not appear to be acceptable to the CoV.

22 City of Vancouver Climate Action Plan — Appendix J — p. 1 of 79



https://council.vancouver.ca/20201103/documents/p1.pdf
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35.3 Can FEI's RNG be a significant contributor to low carbon district energy systems?
Please explain why or why not.

Response:

Yes. While individual business models within District Energy Systems (DES) may vary, they could
use RNG as a cost effective system that would have an equally low or lower carbon footprint when
compared to electricity. RNG contracts are typically for 20 years and consequently provide a long
term energy solution for District Energy Systems. Further, from a technology and equipment
perspective, since several District Energy Systems are currently using natural gas equipment to
heat their communities, using RNG to reduce their emissions brings the benefit of not having to
perform significant system re-design and capital expenditures resulting from changing energy
sources.

However, from a regulatory or policy perspective, the implementation of RNG into a low carbon
district energy system is not as straightforward. For the City of Vancouver, a Neighbourhood
Renewable Energy System (NRES) will be recognized if the NRES is City-owned, or once the
renewable energy supply is secured by legally binding agreement or equivalent regulatory
approach®. Renewable Gas’ current regulatory framework will not provide adequate permanence
that directly associates a customer with a permanent supply of renewable energy supply.

In addition, if DES requirements evolve similar to Port Moody’s to meet a coefficient of
performance (COP) greater than 2, RNG’s low carbon footprint would be irrelevant. Of importance
would be the equipment. Since gas equipment (regardless of traditional gas or RNG) does not
currently meet a COP of greater than 2, RNG would effectively be eliminated.

35.4 Please explain what FEI would find as less risky; individual municipalities setting
energy and environmental bylaws on a GHG reduction outcome basis or setting
bylaws on a prescriptive ‘how to do it’ basis.

Response:

Both approaches carry risk and can have a similar impact on FEI and therefore one is not clearly
more or less risky than the other.

2 https://vancouver.ca/files/cov/zero-emissions-building-plan.pdf
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An example of a performance approach is specifying that equipment efficiency achieve a COP of
at least 22 which is practically achievable only by electric equipment as gas furnaces, boilers and
water heating efficiency levels are less than the 100 percent. In this case, equipment efficiencies
are being used as a surrogate to support electrification.

An example of a prescriptive approach is specifying no connection to the gas grid. For example,
the City of Surrey approved a Zero carbon Incentive to be applied to new buildings built at the
Darts Hill neighborhood. The qualification criteria is

To be eligible for the incentive, buildings must fulfill the following criteria, in addition
to any BC Energy Step Code and City of Surrey energy and sustainability
provisions already in effect or otherwise required:

Zero-carbon For All Buildings: 100% of site and building operational energy
needs are met with non-polluting energy, including heating, hot water, and cooking,
as well as other energy needs such as pool heating. The buildings are not
connected to a fossil fuel supply grid.?

35.5 How can FEI influence the provincial government to enable sensible decision
making when they choose to enable a distributed approach to rule setting for
industry and commercial enterprises?

Response:

FEI provides service to 135 communities across BC including 58 First Nations communities, and
our natural gas and electricity infrastructure crosses more than 150 traditional territories. While
FEI recognizes that each community is unique and can have energy needs that are reflective of
their individual community, energy infrastructure is planned and implemented at a regional and
provincial level. Thus, distributed approaches to energy policy and decision making can lead to
a patchwork of regulation and challenges to the planning and operation of energy infrastructure
serving broad areas.

However, FortisBC seeks to engage with communities to ensure that energy decisions taken at
the community level consider broader goals of reliability, affordability, safety and sustainability
across its infrastructure. FEI has recommended to the province that, as an alternative to
distributed approaches to energy policy, broader and earlier stakeholder engagement should be
conducted to incorporate the unique challenges faced by First Nations, local communities and

24 Port Moody LCES definition — as per preamble to the question.
2 Darts Hill NCP — p.183
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businesses in its policy decision. Although the Province has not provided any plans for expanded

consultation, FEI will continue to advocate for this change.
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36. Reference: Exhibit B1-8, pages 15 and 16

o DevmanadMdarked:  Owarall, since tha 200168 Procmeding, FEI's demandimarke! risk has
incraagnd, Cusiomers” energy choices ar mereasingly influenced by a desioe o mnimize
negativa anvironmanial impacts, Whila Renswable Gas can bs a relatively affordable
option to achiewve this goal, the elactric opbons such as high=afficiency heal pumps are
gaining faster and more widespread traction among customers and palicy makers, FEI s
glready experiencing the affects of this shift in Bs net customer additions, padicularly in
the resldential sactor, whars dus to BC s high turnoves rabe, a large segment of s existing
cuslemears homes may be lom down and rebwll with eleclic=only oplions 1o mesl more
stringent code requiremaents, Furhes, the gradual decling in e single-family dwelling

sagment, where FE| has higher caplere rates, in favour of mulb=family dwellings and the
downward trend in the shame of natural gas in space heating and water heating
applications continue to impact FEI's risk profila. FEI's new residential custormers continue
ta hawe |owar use per customer (UPC) than eversge residential customers da, This =
somewhal offset by |oad growih in the more wvolatlle and economically sensitive
Iranspariation and industrial seclors,

36.1 Please confirm that FEI's customers continue to view natural gas favourably, as
demonstrated in FEI's recent BERC rate methodology report.

Response:

The BERC Rate Methodology Report* described how the modifications to the BERC rate
proposed in 2015 have successfully achieve their objectives. The report also tangentially
demonstrated that customers view RG favourably.

FEI understands however that this question is referring to conventional natural gas. In this
respect, many of FEI's customers positively view access to FEI’s infrastructure and the attributes
of a gaseous fuel. In Section 5.2 of FEI's Comprehensive Review and Application for Approval
of a Revised Renewable Gas Program, FEI noted that many customers enjoy the affordability,
resilience, and comfort of service from FEI while at the same time supporting reduced GHG
emissions and energy efficiency generally.

As noted on page 79 of Appendix A in FEI's evidence, “affordability and environment are the two
main factors that influence existing customers’ energy choices, whereas, the results for that same
study in 2012 and 2013 indicated that perceived reliability and safety of the energy source were
the primary influencers of customers’ energy choices.”

In this vein, a growing portion of FEI's customers are reducing emissions via electrification. The
provincial government’s 2020 Climate Change Accountability Report outlines year over year
increases in electric heat pump sales, with increases of 47 percent and 52 percent respectively
for 2018 and 2019.7

%6 Biomethane Energy Recovery Charge (BERC) Rate Methodology, August 12, 2020.
27 https://www?2.gov.bc.ca/assets/gov/environment/climate-
change/action/cleanbc/2020 _climate_change_accountability report.pdf pp. 27.
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36.2 Please place the BERC rate methodology report on the record in this proceeding.

Response:

Please refer to Attachment 36.2. FEI notes that the requested report was filed in August 2020
and much of the information in that report has been updated in FEI's Comprehensive Review and
Application for approval of a Revised Renewable Gas Program, which was filed in December of

2021.
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37. Reference: Exhibit B1-8, page 19

o Energy Supply: Relative to 2015 levels, FE|'s energy supply nsk remains simiar.
Avalabilty and accessibility of natural gas supply to FEl's service temitory remains
unchanged, as natural gas producers forecast production increases o meet growth in
demand for gassfired power generation and LNG. In terms of delivery risk, FE| continues
to rely on a single syslem for a significant portion (currently 80 percent) of its gas
regquirements, and the material supply risk that this represents was highlighted in 2018
when Enbridge’'s T-South ppeline (or Westcoast T-South system) ruptured, The
expansion of FE|'s Renewable Gas supply adds new energy supply risk considerations
since the 2016 Proceeding, such as the nsks of Jower than expected supply volume,
competition from cther purchasers, natural gas system readiness, and acceptance of non=
local supply,

37.1 Please confirm that a key strategy of FEl's is to increase its proportion of
Renewable Natural Gas (RNG) in its fuel supply.

Response:

Confirmed.

37.2 Please confirm that FEI expects to be able to secure enough RNG to meet its
targets.

Response:

At this point in time FEI expects to be able to secure enough RNG to meet its targets. However,
as the targets move out in time, the uncertainty increases. This is primarily for two reasons.

First, FEI is not sure of what those targets will be and they can change. For example, for some
years FEI has been targeting that 15 percent of its supply would be low carbon by 2030. On
October 25 2021, in its update on the CleanBC plan, the Province indicated that they planned to
implement an emissions cap on the natural gas sector which would imply a need for a much
higher amount than 15 percent of low carbon gas. This new target has not found its way into
legislation yet and is only eight years away.

The second reason is that as times passes, FEI expects to see more competition for RNG which
could manifest in higher prices and/or scarcity of supply. For that reason, FEI is diversifying its
supply into other low carbon fuels such as hydrogen. While FEI is confident that it can incorporate
hydrogen into its delivery systems, it is not currently something that is done outside industrial
applications, so the work needed to make the system ready and the speed and extent of adoption
by customers is less certain.
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37.2.1 Please discuss whether or not the increase in RNG will serve to mitigate
risk for fuel supply environmental quality.

Response:

FEI is not clear on what is meant by “fuel supply environmental quality”. Please refer to the
response to CEC IR1 10.5 for discussion on an increase in RNG supply as a risk mitigation tactic.
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38. Reference: Exhibit B1-8, page 16

o Operating: FEl's overal operating risk has Increased since the 2016 Proceeding.
Operating risk factors continue 10 include infrastructure integrity and time dependent
threats, and third party damages. Unexpected events also continue 1o contribute to FEl's
operating risks, Since 2015, events such as the COVID=19 pandemic and the Enbridge
T-South pipeline rupture, as well as more froquent extrome weathor ovents, have
highlighted the ever<hanging nature of unexpected events facing FEI. While these types
of operating risks have always been present, there Is a growing recognition in the industry
of utty exposure to significant unforeseen events and the Importance of resiliency,
Furthermore, unlike in the 2016 Proceeding, FE| now identifies its operating risks as
induding nogative sentiment towards companies within the fossil-fuel industry which
increases the risk of prolests and environmental activism against utifty assets, challonges
recruiting top talent to a carbor=basod industry and poses difficulty and delays in obtaining
capial project approvals or operating permits, and increases cybersecurity risk across
many aspects of s operations, FE| is also facing municipal challenges to its right to
construct and operate that were not previously experienced as frequently or al the |eve|
FE| experiences today, All of these faclors working together Increase FE|'s overall
operating risk,

38.1 Please confirm that FEI is undertaking multiple large infrastructure projects that
are intended to reduce risk.

Response:

Large infrastructure projects have many drivers, including integrity and capacity that enable FEI
to continue to serve its customers safely and reliably and to maintain its expected level of service
(to customers, the public, regulators, etc.). As discussed in the response to BCUC IR1 19.1, FEI's
current approved projects maintain operating risk at a stable level.

FEI has three proposed large infrastructure projects that could potentially reduce specific risk.

Expected Capital Cost ($

Large Infrastructure Project "
millions)

Coastal Transmission System
Transmission Integrity Management Asset failure 138
Capabilities (CTS TIMC)

Extended service disruptions

638
to customers

Advanced Metering Infrastructure (AMI)

Extended service disruptions

Tilbury LNG Storage Expansion (TLSE) to customers

769

These projects are before the BCUC, not yet approved and have long implementation timelines.
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1 38.1.1 Please itemize the projects related to risk reduction with their expected

2 capital costs.

3

4  Response:

5 Please refer to the response to CEC IR1 38.1.

6

7

8

9 38.1.2 Please provide a quantitative assessment of the risk reductions with
10 respect to these major project risk impacts over the next 5 to 10 years if
11 the projects were not undertaken and relative to the last 5 or 10 years
12 when the projects were not contemplated or in the process of being
13 approved by the BCUC.
14
15 Response:
16  FEIl is unable to quantitatively assess the risk reductions of the three major projects that could
17  reduce specific operating risks. A qualitative assessment of risk change is provided in the table
18  below.

Large Infrastructure
Projects with resulting

general (not site-
specific) risk reductions

Coastal Transmission
System Transmission
Integrity Management
Capabilities (CTS TIMC)

Description of Project
Operating Risk
Reduction

This project primarily
enables FEI to manage
the threat of cracking to
relevant transmission
pipelines by providing
crack detection in-line
inspection capabilities. In-
line inspection (ILI) data
does not, in and of itself,
provide a risk reduction.
Rather, the data enables
FEI to better understand
the integrity condition of
its system and undertake
any necessary site-
specific repairs. Site-
specific failure risk may be
reduced if the ILI tool runs
(subsequent to the
project) detect
imperfections that meet
the repair threshold, and

Qualitative assessment
of risk change relative
to last 5 or 10 years with
projects

Operating risk remains
stable. The proposed in-
line inspection capabilities
are to enable the
continued safe operation
of FEI's transmission
pipelines, consistent with
their safe operating
history.

Qualitative assessment
of risk change over the
next 5to 10 years if
projects were not
undertaken

Cracking is a time-
dependent threat to
transmission pipelines,
meaning that its potential
to impact the pipeline
increases over time.

In the absence of the
capabilities provided by
the CTS TIMC project, the
time-dependent cracking
threats on transmission
pipelines could grow,
undetected, to failure.
Operating risk would
increase.
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Large Infrastructure
Projects with resulting
general (not site-
specific) risk reductions

Description of Project

Operating Risk
Reduction

Qualitative assessment
of risk change relative
to last 5 or 10 years with
projects

Qualitative assessment
of risk change over the
next 5 to 10 years if
projects were not
undertaken

such repairs are
performed.
Advanced Metering This project enables FEI Operating risk can be Operating risk would
Infrastructure (AMI) to mitigate the risk of large | improved. FEI would still remain relatively
extended service be at risk if customer unchanged.
disruptions. demand exceeds
available supply.
TLSE This project primarily Operating risk will be Operating risk would
enables FEI to mitigate improved. If the TLSE remain relatively
the risk of potential short Project was built with a unchanged.
term supply disruptions, storage tank size of 3 Bcf
including those that may and 800 MMcf/day of
originate from the T-South | regasification capacity,
system. the additional resiliency
benefits compared to
FEI's resiliency capability
today would include the
ability to withstand a
three-day no-flow event
on T-South system for all
but the coldest design
day.
38.1.3 Please explain whether or not the risk reduction infrastructure projects
can be expected to reduce operating risk.
Response:

The large infrastructure projects proposed by FEI, if approved, could reduce specific operating
risk as explained in the response to CEC IR1 38.1 and to the extent qualitatively assessed in the
response to CEC IR1 38.1.2.

As stated in FortisBC’s evidence, FEI's overall operating risk is increasing and is impacted by a
wide-range of issues including:

¢ Infrastructure and time-dependent threats;

e Third-party damage;

¢ Negative sentiment towards the fossil-fuel industry;

e Municipal challenges;

e System resiliency risks, as illustrated by the Westcoast T-South pipeline rupture;
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o Extreme weather events that are impacting FEI's operations; and

o Evolving cybersecurity risks that are impacting FEI's cybersecurity mitigation practices.

38.1.4 Please explain whether or not FEI has factored in the risk reduction
infrastructure projects in its assessment of its operating risk, or any other
risk factor.

13.1.3.1 If it has factored the projects in, please explain in what ways.

Response:

FEI has factored in its approved risk reduction infrastructure projects in its assessment of its
operating risk.

FEI's approved infrastructure projects are not materially changing FEI's operating risk, as
explained in the responses to CEC IR1 38.1 and BCUC IR1 19.1. The three large infrastructure
projects that could reduce FEI's operating risk are currently under review by the BCUC, not
approved at this time, and will have long implementation timelines.

As stated in the FortisBC Evidence, FEI's overall operating risk is increasing since the 2016
Proceeding due to wide-ranging issues of which one is infrastructure and time-dependent threats.
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39. Reference: Exhibit B1-8, page 16 and Exhibit B1-8-1 Appendix A page 119

«  Megulaiory: The degree to which FE|, as a regulated public wllity, k= dependent on
regulators for limely and objeclive approvals thal direclly impact its abilily o eam a fair
return on and of capital is what is freferred o in this seclion as regulatory fsk, FE| has
assessed ils overall regulatory risk as higher than what was assessed in FEl's 2018
Procesding, with carain risk factors increasing and others baing similar, Tha BCUC's
jurisdiction is confined to what is conferred by the UICA, bui within that framework the
BCUC has significant discretion in the exercise of those powers, Regulatory discretion in
approving or denying & utility's applications s the maln cause of regulatory uncertsinty

which in itself gives nse to the risk that the allowed retum does nol accord with the Fair
Return Standard, that rates are set at a level that does not provide FEI with an opportunity
to earn ils fair retumn, or that necessary investments are not approved. The underying
BCUC requiatory framework remains the sams, but there are new developments that ment
note. There |s uncertainty caused by the bevel of regulatory support for the impdementation
of certaln Initiatives and the BCUC's decision 1o consider a more generic approach 1o
deferral account financing treatment, The risk associated with regulatory lag and ultimate
approval of cost recovery has also InCreased since the 2016 Proceeding, with new
challenges in both DCUC and other regulstory processes. There are incressed
requirements for stakeholder consultation, environmental reviews, Indigenous rights and
tithe and municipal operating challenges.

If the BCUC takes a restrictive mierpretation of legislation, applies traditional rate-making
principles in 3 way that impedes development, or emphasizes shor-term affordability owver
resilience and decarbonization goals, this can hinder FEPs ability to implement important
mitiatives that align its operations with gowermment poficy and promote FEI's role in the low-carbon
ECONGMY.

Further, due to the uncertainty around the future role of natural gas in BC's enengy infrastruechure,
FEI's capital mtensive CPCM projects are also facng a higher level of regulatory uncertainty such
that the BCUC may be hesitant to approve projects that add to the systemn capacity and lead to
hagher rates. This, in tum, will impact FEI's abifity to adapt to a low carbon environment.

39.1 Please provide any evidence that FEI has that the BCUC can reasonably be
expected to change its existing approach to ratemaking such that it impedes
development or emphasize short term affordability over resilience and de-
carbonization.

Response:

FEI clarifies that in order for the BCUC to support FEI's resiliency and decarbonization goals a
change to the BCUC'’s existing approach may actually be needed and not that a change to the
existing approach necessarily impedes development and implementation of FEI’s initiatives.

As stated in FortisBC’s evidence, an example could be the low-carbon gas alternatives such as
Renewable Gas that have a higher cost basis than traditional natural gas, requiring approval of
different cost recovery approaches. There is significant uncertainty as to how the BCUC should
reconcile its traditional focus on encouraging utilities to “increase efficiency, reduce costs, and
enhance performance,” with a focus on encouraging utilities to undertake costly GHG reduction
initiatives. As an example, the BC government has developed legislation (the GGRR) that enables
utilities such as FEI to recover the costs of its initiatives that support GHG reduction efforts, and
to recover them from all customers; in the absence of such legislation there is no explicit support
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in the UCA for this approach. Further, FEI currently has an application before the BCUC that
explores innovative rate design alternatives that have not been tested before the BCUC in the
past.

39.1.1 Please confirm that the need to adopt decarbonization is not a regulatory
risk, but is instead a political risk as discussed and accounted for earlier
in FEI's submissions.

Response:
Please refer to the response to BCUC IR1 20.2.

39.1.2 Please confirm that accomplishing GHG reduction in line with the
government targets is not a risk but rather is a substantive reduction of
risk.

Response:

Not confirmed.

As stated in FortisBC’s evidence, investors perceive a significant risk to the alternative fuel
pathway and while FEI is taking steps to actively position itself in response to the Energy
Transition, there is no reasonable scenario where investors face less risk than before.

Please refer to the response to the BCUC IR1 8.1.1.

39.2 Please provide an analysis of FEI's regulatory risk related to other companies with
which it might be reasonably compared by an investor.

Response:

Concentric’s evidence (Appendix C), already includes a comparative analysis of FEI's regulatory
risk to other Canadian and U.S utilities. The following is a synopsis of this analysis.
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Utility Comparative risk analysis

=hlelflele[sM Like BC, Ontario’s utilities operate under PBR plans that have similar regulatory protection
through ratemaking where deferral accounts, revenue stabilization mechanisms and capital
trackers for major projects provide the opportunity for utilities to earn their allowed returns.
According to UBS, the regulatory environment is less favorable for utilities in Ontario than in BC,
while S&P ranks BC and Ontario as having similar regulatory environments.

ATCO In terms of the regulatory environment, the credit rating agencies indicate that the AUC has

Gas historically been known for transparent and predictable regulation. However, from an investor
perspective, UBS ranks the AUC in Tier 4 as compared to Tier 1 for the BCUC. The AUC
provides regulatory protection in the form of weather stabilization, load balancing, fair
depreciation practices, and has established a number of deferral accounts to protect ATCO Gas
from uncontrollable cost fluctuations. Further, both Alberta and BC have adopted PBR plans.

Energir Like the case in other Canadian provinces, Energir is provided regulatory support through
revenue stabilization, deferral accounts and capital trackers that provide the opportunity to earn
its allowed return.

u.s Test year: FEI operates on a fully forecast test year. Slightly more than half (56 percent) of the
utilities operating utilities held by the U.S. Gas proxy group set rates based on a forecast or partially
forecast test year.

Purchased gas adjustment mechanism: Like FEI, the operating companies in U.S. Gas proxy
group have little exposure to commaodity price risk or supply risk due to the prevalence of fuel
pass-through mechanisms.

Revenue decoupling: FEI's operating revenues are fully decoupled from changes in volume.
U.S. gas utilities are increasingly protected from market (or demand) risk, with 75 percent of the
proxy group operating companies protected by either full or partial decoupling mechanisms.

Cost recovery mechanisms: Regulatory lag is mitigated through the use of generic
infrastructure riders (which provide cost recovery between rate cases for accelerated
replacement of gas mains), capital trackers, and deferral accounts which are employed by the
vast majority of the proxy group. FEI has protection against regulatory lag, including recovery
of conservation program costs, infrastructure replacement, and other various deferral and
variance accounts. Among the operating companies in the U.S. Gas proxy group, 50 percent
have generic infrastructure riders, and 50 percent have a deferral account or other mechanism
to recover costs associated with conservation program expenses.

Environmental requlations: FEI is subject to some of the most aggressive carbon reduction
targets in North America, including natural gas restrictions and electrification initiatives that
would require customers to find alternative fuel sources by a date certain. Among the U.S.
proxy group, 50 percent of the operating companies are located in states with carbon reduction
targets, although most are not as aggressive as in BC, while 50 percent provide service in
states that have passed legislation prohibiting bans on natural gas and prohibiting electrification
initiatives.

1

2  For more details, please refer to pages 104 to 116 of Concentric’s evidence (Appendix C).
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39.3 Please confirm that system capacity expansion projects should be based on fully
justified expected changes in system capacity needs and demand anticipated from
customers.

Response:

Confirmed that system capacity expansion projects should be based on reasonable demand and
capacity forecasts.

39.4 Please provide any evidence that FEI has that the Commission is or has been
reluctant to approve fully justified expected changes in system capacity or in risk
reduction projects.

Response:

FEI offers the following examples of the BCUC’s recent desire to explore the future longevity of
FEI's Coastal Transmission System (CTS) pipelines; however, it should be noted that the BCUC
has yet to make final determinations in these proceedings.

In BCUC Panel IR1 for the TLSE Project, the Panel asked a number of questions regarding the
future utilization of the Lower Mainland (i.e., CTS) pipelines. Some examples include:

1.1 Please provide a range of forecast scenarios for firm peak demand in the
Lower Mainland (LML) in 2030 and 2050, which at a minimum outline a
high, reference and low demand forecast.

1.2 Please discuss the expected resource mix (e.g. conventional natural gas,
renewable natural gas, hydrogen etc.) that FEI anticipates would serve
customers in the LML while meeting provincial greenhouse gas (GHG)
targets in 2030 and 2050. Please also discuss the extent to which the
resource mix may change in a higher or lower load scenario.

1.3 If not addressed above, please discuss the extent to which the proposed
tank would be used and useful if FEI supplied no conventional natural gas
by 2050.

Similarly, in BCUC Panel IR1 for the CTS TIMC Project, the Panel asked a number of IRs
regarding the future transition to more renewable gas (including hydrogen) and the resulting
impacts on the lifespan of the CTS pipelines. For example, BCUC Panel IR1 1.5 asked:
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15 Please explain whether any of the pipelines modified in the CTS TIMC
Project will no longer be used or useful following the blending of increasing
concentrations of hydrogen into the CTS. Please explain why or why not.

In its responses to both sets of Panel IRs, FEI provided evidence that it is confident that the CTS
pipelines will continue to be used and useful even in an increasingly decarbonized future, and
that there is no need to adjust depreciation rates for either project’s assets at this time. The BCUC
subsequently issued a letter?® requesting comments from both FEI and interveners stating that
[footnotes omitted]:

The Panel remains concerned about the impact of future hydrogen blending
on the value of the project assets in the longer term. In evidence, FEI states it
has completed preliminary analysis to understand the admissible limits for
hydrogen blending on its existing natural gas infrastructure and end-use customer
equipment and applications. FEI states that the “average service life (ASL) of FEI's
transmission mains, which includes each of the CTS pipelines, is 65 years as
determined in FEI's most recent 2017 Depreciation Study” and that the next
depreciation study will be completed prior to 2025.

Participants are requested to restrict their submissions to the issues canvassed in
Panel IR No. 1, namely, the issue of hydrogen blending in FEI's CTS System.
Parties are also encouraged to provide submissions on the impact, if any, that this
should have on the depreciation rate and term for the project’s assets. [Emphasis
added]

FEI notes that the TLSE and the CTS TIMC projects are intended to improve resiliency and
system integrity, and are necessary to provide ongoing safe and reliable service to existing
customers (i.e., not to provide increased capacity).

39.5 Please confirm that expected changes in system capacity do not represent a
regulatory risk, but are instead a demand risk, which is discussed and accounted
for earlier in FEI's submissions along with the political risk.

Response:

Not confirmed.

As explained in FEI's business risk evidence, when performing risk analysis, other risk factors
and categorizations are possible, and some risk factors could be captured under a different risk
category. In other words, in certain cases, some level of risk overlap may be inevitable. Certain

2 Exhibit A-20 in the Certificate of Public Convenience and Necessity for the Coastal Transmission System
Transmission Integrity Management Capabilities Project.



(< FORTIS BC" FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
S4

A WDN P

o Ol

10
11
12
13

14
15
16
17
18
19

20
21

22
23
24
25
26

27
28
29
30
31

32
33

34
35
36
37

British Columbia Utilities Commission (BCUC) Submission Date:
2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022

Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 125
(IR) No. 1 on FortisBC Evidence

developments, conditions or events can impact multiple risk categories and FEI believes that
discussing the various risks that are driven by the same root causes is important to understand
the business’ overall risk profile. This highlights the interconnected nature of risk analysis and
demonstrates the importance and magnitude of the impact of a risk category.

Nevertheless, in this case there is a distinction between the demand and operational aspects of
system capacity upgrades and the regulatory risk due to uncertainty around regulatory approvals
for FEI's initiatives to add to system capacity.

FEI's system capacity upgrade projects, such as the Okanagan Capacity Upgrade (OCU), are
driven by the changes in demand in particular regions of FEI's service territory. From this
perspective, these projects are necessary to meet regional energy needs of customers now and
well into future. The inability to proceed with system capacity upgrades or similar resiliency
projects presents FEI with additional operating risk since it limits FEI's ability to provide safe and
reliable service to customers at all time, including peak demand periods.

Regulatory risk on the other hand relates to the regulatory discretion in approving and/or denying
the utility’s applications. While public policy and future demand are factors that may be
considered in regulatory decisions, other factors such as cost of service and rate design
considerations are more prominent. As indicated in the preamble, in an era of high inflation and
climate emergencies, the regulators may be hesitant to approve projects that can lead to higher
prices or system upgrades.

39.6 Would FEI describe the BCUC’'s approach to RNG as being reasonably
supportive? Please explain why or why not.

Response:

The GGRR provides for the acquisition of RNG since 2017 and more recently in 2021, hydrogen,
syngas and lignin, such that the BCUC has had limited discretion. However, on December 21,
2021, the BCUC initiated a public inquiry into the acquisition of RNG after approximately 5 years
of allowing acquisitions through the GGRR. While FEI believes that the BCUC is generally
supportive, the BCUC appears to question the regulation and how it should be interpreted.

39.7 Would FEI describe the UCA GGRR Prescribed Undertaking for RNG to be
reasonably supportive? Please explain why or why not.
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Response:

The GGRR prescribed undertaking for RNG allows the utility to acquire up to 30 PJs of RG at a
maximum price starting at $31 per GJ for fiscal 2021 and 2022, escalating by All-items Consumer
Price Index for British Columbia each year. This regulation is supportive but contains limits on
volume that will hinder FEI's ability to meet GHG reduction targets within CleanBC’s Roadmap to
2030.

Although the CEC has referred to the “UCA GGRR”, FEI notes that the GGRR is not set out in
the UCA.

Please also refer to the response to BCUC IR1 14.4.

39.8 Please discuss whether or not multi-year rates plans result in reduced regulatory
risk compared to businesses without MRPs.

Response:

As explained in the responses to BCUC IR1 21.1 and 21.2, the impact of performance-based or
multi-year rate plans on regulatory risk depends on the individual plans’ components. Considering
FEI's and FBC’s own experience with both cost of service and PBR plans/MRPs, the regulatory
risk associated with the two frameworks is similar.
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40. Reference: Exhibit B1-9-8-1, Appendix A page 120

FEI believes that, compared to the 2016 Proceedng, the risk assocated with reguiatory lag has
expenenced a notable increase. FEI has observed increased interest and active participation by

Indigenous and environmental groups in regulatory proceedings, such as its CPCN appications
for the Okanagan Capacity Upgrade and the Tibury LNG Storage Expansion projects. Further,

some Indigenous groups have suggested there is uncertainty with respect to the BCUC's statutory
scope with respect to reconciliation and the duty to consult. These delays not only result n
regulatory lag, but they can ncrease costs as well. An example of this is that FE| is currently

developing interim measures to address the delay to approval of ts Okanagan Capacity Upgrade
project that has resulted from a longer than anticipated reguiatory process, to ensure continued
supply of gas to ts customers in that region.

40.1 Please provide specific, quantifiable evidence that the Commission has had an
increase in regulatory lag over the last five years.

Response:

FortisBC tracks the number of days/months between the filing of applications and the BCUC
decision dates and has provided this information in Attachment 40.1 for each of FEI and FBC.
The spreadsheet demonstrates that there has been an increase in regulatory lag for both FEI and
FBC over the last five years (i.e., since the 2016 Proceeding) compared to the five years prior to
the 2016 Proceeding. For FEI, the average number of days from when an application is filed to
when a decision is issued has increased from 238 days to 309 days. For FBC, the average
number of days has increased from 348 to 371. FortisBC notes that it has excluded filings which
did not result in a regulatory process beyond BCUC staff IRs or letters of comment in order to be
comparable between the two time periods (i.e., post 2016 Proceeding and pre 2016 Proceeding).
As FortisBC explained in its response to CEC IR1 11.1, there has been a change in how routine
filings are reviewed since the 2016 Proceeding which has resulted in the majority of utility filings
being posted publicly on the BCUC’s website.
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41. Reference: Exhibit B1-8-1, Appendix A page 120 and 121

T 1.2.3 Increasing Complexity and Cost of Projects Has Increased Dollars ar Risk

While FEI is experiencing regulatony lag in the BCUC application filing and approval process, not
all sources of regulatory lag relate to BCUC approval processes. FEl is seeing increased

requiremnents for stakeholder consultation, environmental reviews, and Indigenous consultation
which may also lead to increasing costs and delays in all regulatory approvals.

In addition to higher and earlier costs resulting from changes to regulation regarding Indigenous
groups, FEl is seeing increased costs from regulation in other areas.  This includes heightenad
reguirements for envirenmental work in advance of project development. indiuding in some cases
Environmental Assessments as described in Section 5.2.2, and fees and requirements for
monetary contributions from mumicipalities as described in Secton 94, In some cases, the
resistance from municipalities has bed to higher legal fees as municipaliies are increasingly
challenging the authority of the BCUC and utlities to undertake infrastructure projects in their
boundaries.

41.1 Please confirm that ratepayers typically pay for stakeholder consultation,
environmental reviews, indigenous consultation through their rates etc.

Response:

The types of costs being described on pages 120 and 121 of Appendix A are pre-CPCN
expenditures. FEI typically requests approval to record these types of expenditures in a deferral
account, either as part of the CPCN application, or in advance of the CPCN application if the
forecast costs are expected to be significant and the timing of when the costs are expected to be
incurred is well in advance of filing the CPCN. Historically, FEI has typically filed for deferral
account approval as part of the CPCN application and has been granted approval both to establish
the deferral account and to recover the costs in the deferral account from ratepayers. However,
as explained in Section 10.1.2.3 of Appendix A, the increased requirements to perform
environmental and consultation activities well in advance of fiing CPCNs means that FEI is
required to incur more costs earlier on in the project development process. Since these costs
may not have received deferral account approval from the BCUC and, even if deferral account
approval has been received, recovery of the deferral account costs may not yet have been
determined, FElI's risk of not recovering these costs increases.
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42. Reference:

42.1

Response:

5.1

b2

Exhibit B1-8, Appendix A, Section 5

5 INDIGENOUS RIGHTS AND ENGAGEMENT RISK

FEI defines Indigenowus Rights and Engagement risk as the potential for govemments to
negatively impact utility operations through policy legislation andior regulations conceming
Aboriginal rights and title or by Indigenous groups to mtensene directly in the utility regulatory
process orf by asserting Abonginal rights and title. FEl has made Indigenous Rights and
Engagement risk its own risk category (instead of being one of the risk factors under Political Risk
n the 2016 Proceeding) to reflect the increasing significance of these considerations for FEI's
owerall business.

FEI faces an elevated level of business risk related to relationships with Indigenous groups in BC
relative to the time of FEI's 2018 Proceeding. This elevated risk is based on the evolving nature
of the Crown's relationship with Indigenous groups, developments in reconcliation in Canada,
signficantly increased expectations among Indigencus groups. and legal cdaims related to
Aboriginal rights and fitle. Specifically:

= Section 5.1 explains the operating complexity created by the number and diversity of
Indigenous Groups in BC.

= Section 5.2 explains that, with significant legislative and regulatory changes, expectations
regarding reconciliation and free, prior and informed consent (FPIC) hawe significantly
increased (with differing perspectives on the content of FPIC). including. and in particular,
n regulatory processes. This has added further uncertainty, nsk and cost for FEl i
developing and maintaining relationships with Indigenous groups, the development of new
projects and ongoing operations and maintenance of FEI's infrastructure.

= Sections 5.3 and 5.4 discuss litigation risk and the nsk associsted with social licence
concems and protests, respectively, which are also greater.

Numeer AND DWVERSITY OF INDNGENOUS GROUPS IN BriTiss CoL UMBIA

CREATES DPERATIONAL COMPLEXITY FOR FET

SIGNIFICANT [ EGISLATIVE AND Poricy DEVEL OPMENTS SINCE 2016

There hawe been significant legislative and policy dewelopments in this area since the 2018
Procesding, described below, that have broad impacts on FEI's business.

5.3 ABORIGINAL RIGHTS AND TITLE LITIGATION AND RECENT COURT

DECISIONS

5.4  Social Licence CHALLENGES AND Worx Disrurmions ARe OCCURRING

FEI provides an overview of the various risks faced by FEI related to Indigenous
rights and engagement risks. Please refine the evaluation of FEI's
Rights and Engagement risk to relative risk for other corporations, and identify key
differences with other energy corporations in Canada which would reasonably be
considered as alternative investments.

Indigenous

FEI's risks related to Indigenous rights and engagement differ from many other Canadian energy
corporations due to the Aboriginal and treaty rights landscape in BC, and the nature of FEI's
infrastructure and operations.
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The Indigenous Rights and Engagement risk in BC relative to other energy corporations across
Canada is inherently different due to the reasons articulated in FEI's evidence, including the
existence of a greater number of Indigenous groups in BC, the lack of treaties, and the early
adoption of the Declaration of the Rights of Indigenous Peoples Act, which seeks to bring all BC
legislation in alignment with the United Nations Declaration of the Rights of Indigenous Peoples.

As compared to other energy corporations in BC and elsewhere, many do not have infrastructure
which requires linear corridors versus site-specific impacts (i.e., an energy extraction or
production facility), thereby requiring FEI to engage and potentially accommodate multiple
Indigenous groups that have shared (or overlapping and contested — depending on the
relationships between the groups) territories. For example, FEl's infrastructure crosses the
traditional territory of over 150 Indigenous groups’ traditional territory.

Finally, FEI and FBC face similar levels of Indigenous Rights and Engagement risk, due to both
being located in areas of BC largely not covered by treaties and the nature of the land use required
for developing and maintaining primarily linear infrastructure.

42.2 Please identify any significant risk reduction projects and or environmental GHG
reduction projects, which indigenous people have blocked from proceeding.

Response:

FEI is unclear on the question and whether it is referring specifically to FEI projects and what is
defined as a risk reduction project. However, the question implies uniform Indigenous support
for, or non-opposition to, projects that reduce emissions or significantly reduce risks to FEI. While
it has been FEI's experience that Indigenous groups consider factors like emissions reductions
as a factor in their decision-making, many Indigenous groups are more concerned about the
extent to which cumulative impacts of development in their traditional territories infringe on their
Aboriginal or Treaty rights.

As discussed in Section 5.3 of Appendix A, the Blueberry River First Nation, Thomas and Saik’uz
First Nation and West Moberly First Nation cases each provide illustrative examples of Indigenous
concerns regarding cumulative impacts and opposition to project development activities in their
traditional territories, regardless of whether those projects will ultimately reduce emissions; to
develop gas for use as LNG to displace higher emitting fuels in other countries or to construct or
maintain facilities that produce clean hydroelectricity.

42.3 Please confirm that FEI supports fulsome consultation with indigenous people in
regard to any projects and or services it intends to provide.



British Columbia Utilities Commission (BCUC) Submission Date:

2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022
FORTIS . FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
< BC Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 131

(IR) No. 1 on FortisBC Evidence

Response:

Although the duty to consult rests with the Crown, FEI believes strongly in engaging early and
meaningfully with Indigenous groups in circumstances where their Aboriginal rights and title are
potentially affected by Crown conduct.

a b~ w NP
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43. Reference: Exhibit B1-8-1, Appendix A Section 6

6. ENERGY PRICE RISK
Energy prices impact a wtility’s business risk because price is among the factors that can influence
consumer energy choices. Electricity remains the primary altematve available in Brtish Columbia
for space and water heatng.'® There are a number of factors that impact the price
competitiveness of natural gas in BC relative to electricity.'"' They include:
« Natural gas commodity price;
« Natural gas commodity price volatiity; and
* Price competitiveness, including the impact of increasing carbon tax and an increased
share of higher prced Renewable Gas in FElI's gas supply portfolio as well as a
consideration of the relative installation costs of gas appliances compared to electric
appliances.

43.1 Please provide an overview of BC Hydro electricity rates over the last 10 years,
and expected rates forward for the next 10 years.

Response:

FortisBC provides the following 10 year electricity rate history for BC Hydro residential rates;
FortisBC does not have access to 10 years of history for other rate schedules. FortisBC does not
have information on BC Hydro’s expected rates for the next 10 years beyond what has been filed
by BC Hydro in its F2023-F2025 Revenue Requirements Application in Appendix Il of Exhibit B-
2-1.

BC Hydro Residential Rate History for RS 1101 (Bi-monthly)

Basic Charge Energy Charge Energy Charge Deferral Account

(per Day) (First 1,350 kWh) (Over 1,350 kWh) Rate Rider
F2012 $0.1448 $0.0667 $0.0962 2.50%
F2013 $0.1505 $0.0680 $0.1505 5.00%
F2014 $0.1527 $0.1034 $0.0690 5.00%
F2015 $0.1664 $0.0752 $0.1127 5.00%
F2016 $0.1764 $0.0797 $0.1195 5.00%
F2017 $0.1835 $0.0829 $0.1243 5.00%
F2018 $0.1899 $0.0858 $0.1287 5.00%
F2019 $0.1956 $0.0884 $0.1326 5.00%
F2020 $0.2090 $0.0945 $0.1417 0.00%
F2021 $0.2056 $0.0930 $0.1394 0.00%
F2022 $0.2077 $0.0939 $0.1408 0.00%
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2 44, Reference: Exhibit B1-8, page 17 and page 18 and Exhibit B1-8-1, Appendix B,
3 page 11

« Business Profile: FBC Is a fully integrated electric utility that owns and operates
hydroelectric generating plants, high wvoltage transmission bnes, and a nestwork of
distribution assets In the southern Intermor of BC. FBC's structure as a fullty-integrated
electric Wility contributes to & higher rigk peofile than for a distibution-onty utility of g similar
size, a situation exacerbated by a less diverse and relatively small customer base,
concentrated in @ small, but geographically diverse service area. 25 percent of revenue
and more than 30 percent of load is attributable to two customer classes, Industnal and
Wholesale, a significant number of which have the ability to receive service from altemate
sources of supply with only limited notice. Despite the slight increase in FBC's customer

profile risk dua fo a higher share of the Industrial seclor in the company's [oad and revenue
profle, FBC has assessed the overal business profile sk to e similar o what was
assessad in the 2013 Procesding,

44.1 Please provide examples of electric and gas distribution only utilities operating in
Canada which could be considered to be of similar size or are the closest in size
to FEIl and FBC.

©O© 00N ol b

Response:

10  For FBC, most of the similar size distribution-only electric utilities in Canada are municipal owned
11  utilities. The following provides a list of some of these utilities. Note that FBC has generation and
12 transmission assets as well as distribution:

Electric Utilities

Utility Ownership Province  Web Address

Energy+ Inc. | Municipal ON https://www.energyplus.ca/en/about-us/about-us.aspx
a;(rj“rr;gltr?: Municipal ON https://www.burlingtonhydro.com/about/bhi-the-company.html
Oakville

Hydro

Electricity Municipal ON https://www.oakvillehydro.com/index.html

Distribution

Inc.

Hydro- Municipal QC https://www.sherbrooke.ca/fr/hydro-sherbrooke
Sherbrooke : : :

ENWIN - _ )

Utilities Ltd. Municipal ON https://enwin.com/

Kitchener-

Wilmot Municipal ON https://www.kwhydro.on.ca/en/our-company.asp
Hydro Inc.



https://www.energyplus.ca/en/about-us/about-us.aspx
https://www.burlingtonhydro.com/about/bhi-the-company.html
https://www.oakvillehydro.com/index.html
https://www.sherbrooke.ca/fr/hydro-sherbrooke
https://enwin.com/
https://www.kwhydro.on.ca/en/our-company.asp
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Electric Utilities

Utility Ownership Province @ Web Address
S_askatoon .. https://www.saskatoon.ca/services-residents/power-water-
Light & Municipal SK Isask liah b
Power sewer/saskatoon-light-power/about-us
Veridian
Connections | Municipal ON https://www.veridian.on.ca/
Inc.
London - _
Municipal ON https://www.londonhydro.com/about-us/about-london-hydro
Hydro Inc.
ATCO. Inv. Owned AB https://electric.atco.com/en-ca/about.html
Electric Ltd.

As shown in Figures 53, 54 and 57 of Concentric’s evidence (Appendix C), most of the investor-
owned electric utilities in FBC’s Canadian and U.S proxy groups are larger than FBC.

The number of gas distribution utilities in Canada is much smaller. Figure 47 in Concentric’s
evidence provides a list of the four major gas distribution utilities in Canada. The closest in size
to FEI in terms of customers and throughput is ATCO Gas.

44.2 Please provide the alternative sources of supply available to industrial and
wholesale customers with limited notice.

Response:

The most likely sources of third-party supply for eligible wholesale and industrial customers are
wholesale market purchases through the Mid-Columbia trading hub, as well as generators within
and outside the FBC service area including independent power producers or industrial co-
generation.

44.2.1 Please explain if the alternative sources of supply risk are significantly
different or riskier for wholesale customers than for the other distribution
utilities of similar size.


https://www.saskatoon.ca/services-residents/power-water-sewer/saskatoon-light-power/about-us
https://www.saskatoon.ca/services-residents/power-water-sewer/saskatoon-light-power/about-us
https://www.veridian.on.ca/
https://www.londonhydro.com/about-us/about-london-hydro
https://electric.atco.com/en-ca/about.html
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Response:

FBC is unclear as to what this question is asking. In Appendix B to FortisBC’s evidence, FBC
has identified that it is subject to business risk arising from the ability of its wholesale customers
to take third-party supply, thereby reducing the amount of power purchased from FBC. If the
question is seeking FBC’s views on whether having this alternate source of supply option carries
a risk for wholesale customers that is greater than the case where other distribution utilities had
a similar opportunity, then the relative risks would depend entirely upon the terms and conditions
faced by those utilities and cannot be answered in the hypothetical. FBC does not have
customers that are distribution utilities that are not also wholesale customers so a comparison
between these situations is not possible. If the question is seeking information on the alternative
sources available for wholesale customers under other distribution utilities, FBC does not have
information that would enable it to comment.
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45, Reference: Exhibit B1-8, page 11 and page 12

23  Suirmws CusToMer PrRoALE PRESENTS [NWFERENT CHALL ENGES

The risk profile of a utility 5 impacted by its overall customer class composition - that is, the
proporton of total customers represented by a single broad customer type, such as residential,
commercial, Indusirial, and Wholesale groupings. Parbiculariy relevant to FEC, the risk profile is
also impacted by the proportion of total load that one particular customer group may comprise,
even if the total number of customers in that group may be small. Generally, while diversity of
customer charactenstics is deswable from a risk perspective, 3 concentration of a significant
proportion of overall kead among a small number of customers is not As shown in the figure
below, FBC's customer profile by account type is typical of most utlities in that the majority of
customers are in the residential sector. However, as shown in Figure B2-1 and as compared to
the 2013-2014 period. the share of FBC's owerall load profie in the Industrial sector is on an
upward trajectory, increasing from 2 percent in 20132 to 14 percent in 2022 This trend leads to an
merease in FBC's risk profie since Industrial load i more wolatde and more prone to economic
downtums. For instance, in 2018 FBC's Industrial load grew by 23 percent but the sconomic
crises brought on by the COVID-19 pandemic cawsed Indusitrial boad to drop by 11 percent in
2020.

Compared to the 2013 Procesding, FBEC assesses that the increase in share of Industrial kead
the company's load profile results i a shght increase to the risk associated with its customer
profie.

Figure B2-1: The Trend in FBC's Load Proflle by Customer Segment®

G e e,
—/\_’:‘
——

45.1 FBC states that the share of load in the industrial sector is on an upward trajectory,
which is increasing risk. Please provide the total $ value of load, and % of dollar
value of load in each segment for each year over the last 5 years.

Response:

FBC identified an error in Figure B2-1; please refer to the response to BCOAPO IR1 11.4 for the
revised Figure B2-1.

As requested, the total normalized®® revenue by class along with the revenue percentages from
2017 to 2021 are provided in the table below.

2 Please note that only the Residential, Wholesale, and Commercial classes are normalized since they exhibit a
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Revenue by Class from 2017 to 2021

Normalized Revenue ($000)s 2017 2018 2019 2020 2021

Residential $179,508 | 50%| $186,922 | 51%]| $176,150 | 48%| $189,204 | 51%| $198,165 | 50%
Commercial $ 90,024 | 25%| $ 91,087 | 25%| $ 93,846 | 26%| $ 94,198 | 25%| $102,334 | 26%
Wholesale $ 47,988 | 13%|$ 47,920 | 13%| $ 48,160 | 13%| $ 47,433 | 13%| $ 50,187 | 13%
Industrial $ 31,101 9%| $ 30,785 8%| $ 39,756 | 11%| $ 35,467 | 10%| $ 37,841 | 10%
Lighting $ 3554| 1%|$ 3,078| 1%|$ 2316| 1%|$ 3,106| 1%|$ 2177 1%
Irrigation $ 3,424 1%|$ 3,510 1%|$ 3,042 1%|$ 2454 1%|$ 3,967 1%
Total Sales $355,599 |100%| $363,302 |100%| $363,270 |100%| $371,862 |100%| $394,671 | 100%

The table above shows that FBC’s Industrial revenues have grown by 22 percent over the five
year period; increasing from 9 percent to 10 percent of total revenue.

The referenced section of Appendix B was comparing current Industrial load to 2013 (when FBC
last filed cost of capital evidence). When compared to 2013, FBC’s Industrial revenues have
grown by 40 percent; increasing from 9 percent to 10 percent of total revenue. For the total energy
load profiles from 2017 to 2021, please refer to the response to CEC IR1 45.3.

45.2 Please also provide the contribution to net of cost of service revenue requirements
for each of the rate classes over the 2013 to 2021 period with a forecast for 2022.

Response:

FBC has provided the percentage of the total revenue provided by each rate class in the response
to CEC IR1 45.1. Therefore, FBC assumes that this question is requesting the revenue to cost
ratios for each rate class as determined through a Cost of Service Analysis (COSA). FBC
conducts a COSA on a periodic basis only and, as such, does not have annual numbers available.
The most recent COSAs were filed with the BCUC in 2009, 2017, and 2020. No forecast for 2022
is available. The information for the most recent COSAs is below.

Historic Revenue to Cost Ratios

| 2009 COSA 2017 COSA 2020 COSA

Residential 93.3 98.4 99.7
Small Commercial 107.6 102.2 101.5
Commercial 128.2 104.7 99.5
Industrial — Primary 112.8 104.0 105.7
Industrial — Transmission 98.7 107.0 110.4
Lighting 84.4 92.2 84.9
Irrigation 88.0 97.2 96.5

statically significant correlation to Heating Degree Days and Cooling Degree Days in the service area.



((< FORTIS BC-

(o] o~N OO0 h~hw N -

10

45.3

Response:

British Columbia Utilities Commission (BCUC)

Submission Date:

2022 Generic Cost of Capital (GCOC) (Proceeding) April 6, 2022
FortisBC Energy Inc. (FEI) and FortisBC Inc. (FBC) (collectively FortisBC) Response to
Commercial Energy Consumer Association of British Columbia (CEC) Information Request Page 138

(IR) No. 1 on FortisBC Evidence

2009 COSA 2017 COSA 2020 COSA

Wholesale - Primary 94.0 96.7

96.7

Wholesale - Transmission 95.1 103.9

95.8

Please provide the total volume of load in each rate class over the last five years.

The total energy load volumes by class (normalized for residential, commercial and wholesale
classes) as well as the class load percentage of the total from 2017 to 2021 are provided below.

Normalized Energy Load Volumes by Class and Percentage of Total from 2017 to 2021

Energy (GWh) 2017 2018 2019 2020 2021
Residential 1,320 41% 1,313 40% 1,266 38% 1,347 40% 1,330 39%
Commercial 915 28% 926 28% 932 28% 922 28% 960 28%
Wholesale 574 18% 585 18% 566 17% 569 17% 566 17%
Industrial 363 11% 403 12% 495 15% 441 13% 472 14%
Lighting 16 0% 13 0% 11 0% 11 0% a4 1%
Irrigation 42 1% 39 1% 36 1% 37 1% 10 0%
Total 3,230 100% 3,278 100% 3,306 100% 3,328 100% 3,381 100%
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46. Reference: Exhibit B1-8-1, Appendix B, page 30

Figures B7-1 and B7-2 below illustrate the changes io the company's load and revenue diversity
from 2013 to 2020. In 2013, 48 percent of the load and 5@ percent of the revenue atirbutable to
the largest 20 customers was in the forestry industry, which included 8 customers. The other two
significant confributors to load were in the manufachring and institubional sectors, made up of
govermment, education and health related accounts. In 2020, these aforementionsd industries
remained as key factors in overall load, and the emergence of the technology sector is driven

primariy by a single crypiocumency cushomer.
Figure B7-1: Induatry of FBC’s Top Twenty Indusiriai Customers by Load In 2013
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46.1 Please provide data for comparative small distribution utilities with regard to the
industrial class of customers and the concentration of demand in given sub-
segments.

Response:

FBC does not have similar data from other utilities and has been unable to find any publicly
available information that would enable it to respond to this request.
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Reference:

Exhibit B1-8, page 18 and Exhibit B1-8-1, Appendix B page 13

¢ [Eronomic Condifions: The current Canadian economic environment contnues o be
dominated by uncarainty, FEC's assassmant of major aconomic indicators indicates that
BC is recovering from the pandemic lows, Mevertheless, the record high inflation rata,
caused by government fiscal and monetary policy to boost economic growth and improve
employment, and BC's challenges for longsterm economic growth points to higher sk, In
additon, compared 1o olher larger ulilities, FBC's smaller size and dependence on highly
cyclical industrial kead in one of two sectors cantribute o FBO's higher economic related

rigk,

However, as confimed by Moody's, economic conditions pose an elevated bevel of risk to smaller
utilities. This is because the smaller utilibes have fewer abilities to diversify their operations and
protect themselves against economic-driven volatility.

Moody's states:

While utiities’ sales volumes have lower exposurs to economas recessions than
many non-financial corporate issuers, some sales compenents, including Industrial
sales, are directly affected by economic trends that cause lower production andior
plant closures. In addition, economic actvity plays a role in the rate of customer
growth in the senvice temitory and (absent energy efficiency and conservation) can
often impact usage per customer. The economic strength or weakness of the
senvice territony can affect the political and regulatory environment for rate increase
requests by the utility ... Economic diversity s typecally a function of the population,
size and breadth of the temitory and the businesses that drive s GDP and
employment. For the sze of the termtory, we typically consider the namber of
customers and the volumes of generation and'or throughput. For breadth, we
consider the number of sizeabde metropolitan areas served, the economic diversity
and vitality in those metropolitan areas, and any concentration in a particular area
or industry ... An issuer with 3 small senvice termitory economy that has a high
dependence on one or two sectors, especially highly cyclical industries, will
generally score lower in this sub-factor, as will issuers with meaningful exposure
to economic dislocations caused by natural disasiers.

As such, FBC submits that althowgh s economic conditions are similar to FEI, FBC is faced with
slightly higher risk given its small size and exposure to highly cyclical Industnal load in one or two

sectors (forestry and cryptocumency mining).

and is not unique to FortisBC.

Response:

Confirmed. The above discussion was comparing the impacts of economic conditions on
FortisBC in previous proceedings to now; not a comparison to the impacts of economic conditions
on FEI and FBC to other utilities or companies.

47.2

utilities operating in Canada? Please explain why or why not.

Please confirm that the pandemic has caused economic uncertainty world-wide

Is it fair to say that FortisBC’s economic risk would be similar to other small electric
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Response:

As stated in the response to CEC IR1 31.5, in today’s economic environment, the COVID-19
pandemic and its impact on supply chain issues as well as record high inflation are the prominent
economic risk events that are impacting all utilities. However, the magnitude of impact for these
risk events depends on the individual circumstances of each utility. For example, the pandemic
had a bigger and longer negative impact in some jurisdictions or some utilities may be facing
higher regional inflation than others. Therefore, FBC believes that it is fair to say that FBC’s
economic risk is comparable to other small electric utilities in Canada; however, it cannot
comment on the degree of comparability without more detailed study of the individual utilities’
circumstances.
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48. Reference: Exhibit B1-8-1, Appendix B, page 11 and Exhibit B1-8, Appendix B
page 18
«  Poitical Risk; The govemsnmend push lor electidfication of the BC economy is providing
FBC with bolh opporiunities and challengas, Mamaly, govemmaent policies 1o elacirify tha
building and transportation sectors can increasse FBEC's markal share and load; howevar,
rapid policy=drivan customer migration from fossil feels to alectricity presants operational
challenges for FBEC which has limited resources in a small geographical service tamitony,
and government's ability to subsidize BC Hydro customers |s not & path open to FBG,

Owerall, however, FBC assesses that s polibeal risk |s |ower than what was assessed In
Ihe 2013 Proceeding,

From that perspective, electnc utiliies in the province face a lower nsk, although a policy-driven
consumer shift from gas consumption to electncity s not without its complications for FBEC. In the
shorter-term, ncreased load would be expected to hawe a favowrable mpact on rates, so long as
there is capacity on the FBC system. However, heating load typically has a low load factor,
peaking in winter when capacity 5 most constrained. A drastc increase in low load factor
customer consumptbion of eleciricity drives additional investment in more capital nfrastructure,
wihich mcreases utility costs and rates for existing customers. Much ke negative growth = a
large risk facior to a utdity, rapid policy-driven customer magration from natural gas to elechcity
moreases risk and presents operational challenges for FBC which has limited resources in 3 small

geographical service temitory.

48.1 Please elaborate on the specific challenges that FBC is expecting with respect to
its load as a result of electrification, and how this is expected to affect FBC
financially.

Response:

Electrification can provide benefits and challenges for FBC in serving its customers.
Electrification, including for home and business space and water heating and relating to
transportation, can increase the load on FBC’s system, which, if it occurs at a manageable pace,
can improve utilization of the FBC system and enable supporting infrastructure, and its associated
costs, to be added gradually over time, thereby minimizing rate increases for all customers.
However, as discussed in Section 4.1 of Appendix B, a drastic increase in low load factor
customer consumption of electricity can drive significant additional investment in more capital
infrastructure to support the new capacity requirements, which increases costs for FBC and thus
rates for existing customers. This electricity demand could include rapid customer migration from
natural gas or other fuels to electricity as well as sudden and significant growth in home EV
charging. Increases in FBC'’s rates affect its competitiveness with other utilities, like BC Hydro,
and other sources of electricity, such as rooftop solar generation. This can lead to customer
migration which reduces overall utilization of FBC’s system and further adds to FBC’s challenges
in maintaining rate competitiveness. In addition to the potential cost and rate pressures
mentioned, EV charging could also present operational challenges in terms of overloading
distribution transformers with the concentration of EVs in a relatively small area on the FBC
system, as discussed in Section 7.1.2 of Appendix B. The potential impacts on customer rates
and FBC’s competitiveness are uncertain and will depend on the demand growth and its impacts
on the additional resources needed to meet this growth and operational challenges. Therefore,
FBC is not able to quantify the potential financial impacts at this time.
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48.2 Would FBC agree that FBC’s political risk is lower than FEI's? Please explain.

Response:

Yes. A review of FBC’s past and current risk evidence indicates that FBC’s political risk is lower
than FEI. For instance, in the 2014 Stage 2 GCOC proceeding, FBC stated that it “has slightly
lower political risks as compared to FEI”.

Similarly, FBC’s business risk evidence (Appendix B) states that an important implication of
government policies is that in BC, “electrification” is positioned as the preferred option to reduce
emissions. From that perspective, electric utilities in the province face a lower risk than gas
utilities. FBC’s evidence further concludes that, on balance, its policy-related risk is lower than
what was assessed in the 2013 Proceeding. In comparison, the electrification of the economy,
particularly in the building sector, is a significant long-term risk to FEI and FEI submits that
compared to 2016 its political risk has significantly increased. As such, FBC concludes that its
political risk is lower than that of FEI.

48.3 Please discuss whether FBC has been able to mitigate the risk of load variability
through its PPA agreements with BC Hydro and others.

Response:

FBC has been able to mitigate the risk of shorter-term load variability through the BC Hydro PPA.
This is because FBC has sufficient flexibility to adjust energy purchase amounts to respond to
unexpected variations in load. This flexibility is not unlimited, but it is sufficient for normal
operational purposes combined with FBC’s energy storage capabilities under the Canal Plant
Agreement and wholesale market access.

Longer-term load risk is addressed through the LTERP planning process. This may include higher
purchases under the BC Hydro PPA or new supply sources.
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49. Reference: Exhibit B1-8, page 15

Although this study considered the energy needs of the entire province and not just that of FBC's
saqvice temitory, the same conclusion can be drawn for FBC, that ower-reliance of govemment
policy on electrification as the only sclution to the climate change crisis can lead to increased
costs to the utility and its customers.

BC Hydro, with its Crown status, has access to a provincial funding backstop that it sometimes
uses o recover costs, keep its rates low and minimize its bomowing costs. The same does not
apply for FBC as it does not hawe the ability to use taxpayer funds to cover costs. The BC
govemnment's 2018 decision to write-off BC Hydro's rate smoothing deferral account is one recent
example of BC Hydro being able to uilize taxpayers to cover costs. On February 14, 2019, the
BC gowermment issued a news release siating that... "as part of transitioning to enhanced
oversight, gowemment has accepted a recommendation from the review for BC Hydro to stop
using the rate-smoothing regulatory account and to write off is balance to zero in 2018-18. This
will limit rate increases and relieve ratepayers of the burden of directly paying off $1.1 killion in
defermed costs over the next five years."" " The gowemment’s decision to socialize 51.1 billion of
BC Hydro's cost both reduces FBC's price competitiveness with BC Hydro, as well as forces
FBL's ratepayers to pay directly for their own ufility services, as well as a portion of BC Hydmo's
bl paid through taxes. As such, the gowernment's ability and willingness to subsidize BC Hydro
customers is an increased risk o FBC.

49.1 Please discuss how the potential for increased prices as a result of electrification
and fuel switching could impact FortisBC negatively and quantify the potential
impacts.

Response:
Please refer to the response to CEC IR1 48.1.

49.2 Is the risk of price increases more likely to result in demand risk, rather than
political risk? Please explain why or why not.

Response:

As explained in FBC’s business risk evidence, when performing risk analysis, other risk factors
and categorizations are possible, and some risk factors could be captured under a different risk
category. In other words, in certain cases, some level of risk overlap may be inevitable. Certain
developments, conditions or events can impact multiple risk categories and FBC believes that
discussing the various risks that are driven by the same root causes is important to understand
the business’ overall risk profile. This highlights the interconnected nature of risk analysis and
demonstrates the importance and magnitude of the impact of a risk category.

FBC defines political risk as the potential for governments or other stakeholders to intervene
directly in the utility regulatory process or negatively impact utility operations through policy,
legislation and/or regulations. From this perspective, BC government’s ability and willingness to
subsidize BC Hydro is a political risk because its root cause is policy driven. Nevertheless,
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socialization of BC Hydro’s costs also has price risk and demand/market risk implications since it
will reduce the price differential between FBC’s rates and BC Hydro rates which in turn will impact
FBC’s ability to attract and/or retain customers, particularly customers with greater portability
capabilities.
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1 50 Reference: Exhibit B1-8, page 18 and Exhibit B1-8-1, Appendix B page 16

+  Inaigenous Rights snd Engagement: FBC has made |ndigenous Rights and Engagement
rizk Itg own calegary (Instead of belng one of the risk factors under Politlcal Risk) o reflect

Ihe incheasing sgnibcance of these considerations lor FBC'S overall business, FBOC
defines Indigenosus Rights and Engagement risk as the polential for ubifly operations to be
negatvaly impacted by policy or legislation concerming Aboriginal fghts and tithe o by
Indigenous groups intarvening directly in the ulility regulatory procass or by asserting
Aborigina| rights and tifle, As provincial and federal governments navigats reconciliation
and implemant the UN Declaretion on the Rights of |ndigencus Peogles, FBC has
assumed a8 higher [ave| of business risk related to its relationaiip with Indigenous groups
cormparad to what it anticipated at the time of the 2013 Proceedng, Indgenous grouss in
BC are divarse and the added uncedainty from sutstanding claims o Aborigial tithe and
rights further complicates the landscape wilhin which FEC operales, Combined with
regulatory updates that have incraased consultation requirements and includad a focus
on seaeking consensus and consent of Indigenous groups, as wall as the risk of litigation
in the absence of consent, FEC faces an e|evated risk of cost escalation, project delays
andior projects being denled approval.

FBLZ faces an elevated level of business nsk related to relationships with Indigenous groups in
BC relative to the ime of FBEC's 2013 Procesding. This elevated risk is based on the evolving
nature of the Crowmn's relationship with Indigenous groups, dewelopments in reconciliation in
Canada, significantly increased expectations among Indigenous groups, and legal daims related
to Aboriginal rights and tile_ Specifically:

= Wih the significant legislatve and regulatory changes described in Section 5.2 of FElI's
business risk evidence (Appendx A), expectations reganrding reconciiation and free, pror
and informed consent (FPIC) have significantly increased (with difering perspectives on
the content of FPIC), mcuding, and in particular, in regulatory processes. This has added
further uncerainty, nisk and cost for FBC in dewveloping and maintaming relationships with
Indigenous groups. the dewelopment of new projects and ongoing operations and
maintenance of FBC's infrastruchure.

= |Litigation risk and the risk associated with social licence concems and protests. discussed
n Sections 5.3 and 5.4 of FEI's business risk evidence (Appendix A) respectively, are also

greater.
2
3 50.1 Please describe how the Indigenous Rights and Engagement risk can be
4 evaluated against other electric distribution companies, and against the risk faced
5 by FEI.
6
7 Response:
8 Please refer to the response to CEC IR1 42.1.
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51. Reference: Exhibit B1-8, page 19

511

Response:

« [Damandfdaked Emarnging technologies can provide challanges for FBC. In particular,
altarnative sources of energy, such as home solar generation, can reduce the damand on
FBC as an electricity provider, while new |oad reguirements, swch aa EV charging, can
conversely Increase the Joad reguirements of FBC, Bath siuations create potential isks
far higher costs and to grid Intearity and managing the timeg of load on the system to
avoid peak demand impacts, Alse, FEC conlinues o face demand risk in its Whelesale
and Indusirial cusiomer segments, This is becaese FBC's Wholesale and somae [ndusirial
customars are able to fake sendce from competing wiltios within the provines, build
genaration 1o sanve soma or all of their loed or purchase electricity from the opan market,
BC Hydro, whose |ndustrial and Wholeszale rates are compatitive with FEC's, continues to
e an aliemative for FEC s eligible customers, FEC faces risk assoclated with being highly
dependani an |oad concealralion In only two Industrles — losestry and cryplocurrency
mineeg, The growing share of Indusirial load = FBC's load prafile conlribules to FBC's
migher fisk since [ndusirial load is more volatile, Compared to 2013, FBC's residential and
commarcial UPE values have been on a downward trajeciory while Industrial UPC has
increasad, FBC ewpects an increasa in its alectricity tharmal market share relabve o
nebwral ges and other fus| sources ower the |onger term Bs hest pump pansiration
increages, thereby reducing this aspect of FBC's market share risk from 2013 and current
levels, Owerall, FEC's demand risk is similar 1o what was assessed in the 2013
Procesding,

7.1.2 EV Charging Load Presents an Opportunity and Challenges

With supportive government policies. EV charging load is expected to increase in the coming
years. All else equal, additional EV charging load improves FBC's risk since it would increase
FBC's load which helps to mitigate rate pressures. Howewver, increasing EV koad in a short period
of time or not being able to manage EV charging during peak demand periods can create its own
challenges.

FBC faces an increasing challenge with respect to the integrity of its grid due to incremental peak
demand imposed by EV loads. This demand depends on the size of the on-board battery, the
owmers’ driving pattems, the charging strategy and the charger characteristics. With
mprovements in battery efficency and longer ranges on an increasing number of EV models,
customers will require higher electricity demand than that allowed by charging through a
convenBonal 120 WV (level 1) cutlet. Several elecinc wehicle chargers on one residential street or
a concentration of commercial enterprises utilizing electric fleet wehicles could overload the kocal
distribution transformer unless demand management measures are mplemented to shft charging
timies from peak pericds and prevent a possible overload.

Please confirm that the demand changes from EV charging do not constitute a
significant demand risk, but could result in operational risk or supply risk.

Please refer to the response to CEC IR1 48.1.

51.2

Please confirm that FBC expects to be able to meet the EV demands or explain

why not.
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Response:

Confirmed. EV demands will be met if FBC is able to upgrade infrastructure, implement EV

charging shifting programs, and obtain regulatory support for these initiatives.

51.3 Would FBC agree that its demand risk is reducing as a result of electrification and

EV charging? Please explain why or why not.

Response:
Please refer to the response to BCUC IR1 31.1.
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52. Reference:

Exhibit B1-8, page 19 and Exhibit B1-8-1 page 30

Demandidarnet Emarging technalogies can provide challanges for FBC. In particular,
altarnative sources of energy, swch as home solar genaration, can reduce the demand on
FBLC as an electricity provider, while new |load reguirements, such a8 EV charging, can
comwversely increase the |oad reguirements of FBC, Both siduations create potential risks
far higher costs and o grid Integrty and manhaging the timng of load on the systam o
avoed peak dermand impacts, Alse, FEC continues 1o face demand risk in its Whalesale
and Industrial cusiomer segments, This s becawss FBG's Wholesale and some Induestrial
customars ars able to fake sendce from competing ulilties within the provines, build
genaration to sarve soma or all of their load or purchase eleciricity from the open markat,
BC Hydro, whoss |ndustrial and Wholesale raies are compatitive with FBC's, continues o
e an aliemative for FEC's gligible cusfomers, FEC faces risk associated with being highly
dependant an |oad concenlralion In anly two Industrles — losestry and cryplocurfency
mining, The growing share of Indusiial load . FBC's load profile conlribules to FEC'S
higher sk since |ndusirial lead is more valatile, Compared 1o 2013, FEGs residential and
commarcial UPC values hava been on a downward trajeciory while [ndustrial UPC has
ncreasad, FBC expects an increass in its alechicity thermal market share relatve io
natura| gas and other fue| sources over the |enger term as hest pump penstration
ncreases, theseby reducing this aspect of FBC's market share risk from 2013 and current
levals, Cwaerall, FEC's deamand rigk i@ similar to whal was assesged n the 2013
Procesding,

As a general principle, i a utility's customer base is dominated by a small number of indusiries or
large customers, the downtwrns in, or faleres of, any one of those indusiries or customers is more
likely to have a material impact on the utility than downturns or failures in an indusfry that accounts
for a smaller proportion of the wlility's owerall load. FBC faces risk associated with being highly
dependent on single lange customers in only two industries — forestry and eryptocurrency mining.

52.1 Please explain how cryptocurrency has affected FBC’s load over the last 5 years.

Response:

A portion of this response is confidential and has been redacted pursuant to Section 18 of the
BCUC’s Rules of Practice and Procedure regarding confidential documents as set out in Order
G-15-19. The redaction is necessary to maintain confidentiality over customer information for
which FortisBC does not have the authority or permission to disclose, and may negatively impact
customers if it were publicly disclosed. Given the private nature of the information, FortisBC
submits that only the BCUC should have access to the unredacted confidential version.

Since emerging as a load category, cryptocurrency mining has become a significant portion of
FBC'’s industrial load. Please find below the percentage of total FBC overall and industrial load®*
represented by cryptocurrency mining since 2019, the first year the industry appeared.

Total Percent of
Annual Percent of Total
Energy Total Load Industrial

Load (GWh) Load

30 Billed consumption as compared the load information contained in Section 3.4 of FBC’s Annual Review of 2022

Rates.
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52.2 Please provide FBC'’s net load changes over the last five years.

Response:
Please refer to the response to CEC IR1 45.3.

52.3 Please provide FBC’s expectation for net load changes over the next five years,
including and identifying all impacts such as solar generation reductions, and EV

charging increases.

Response:

The information below has been drawn from the Reference Case load forecast in the FBC 2021
Long-Term Electric Resource Plan, Appendix G, Table 2.1 Gross Energy Load. This represents
the most recent forecast that FBC expects to materialize over the next 5 years. This load forecast
includes the EV charging impact, which is shown in a separate column in the table. Energy
reductions due to customer-owned rooftop solar generation is not separately accounted for in the
load forecast as it is inherently captured in the forecast methodology for the residential class.

Change from

Gross Load Previous EV Impact
&) Year (GWh) (@i
2023 3,787 1) 18.5
2024 3,794 7 23.6
2025 3,855 61 29.1
2026 3,904 49 36.9
2027 3,957 53 47.0
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53. Reference: Exhibit B1-8-1 Appendix B, page 41 and Exhibit B1-8, page 19

FBC generates apprommately 44 percent of its energy and approximately 28 percent of its
capacity needs from its own hydro generating plants. The remainder of its supply comes from
purchased power. FBC has long-term supply contracts with BC Hydro, Columbia Power
Corporation, Brilliant Power Corporation and Waneta Expansion Power Corporation. These
resources are sufficient to meet FBC's expected™ capacity requirements until 2030 given the
expiry of the Residual Capacity Agreement and FBC's ablity to ramp wp BC Hydm PPA
nomination, despite the expiration of the Briliant Expansion Agreement in 2027. More
signficantly, the PPA, under which FBC has firm power supply access to capacity and energy at
BC Hydro's embedded costs, expires in 2033, At this time, there s uncertainty that FBC will be
able to renew these agreements and at similar costs. § FBC is not able to renew these
agreements at simiar costs, it may be required to enter into contracts with higher costs or require
more costly resources which would increase rates for customers.

» Energy Supply: The majority of FBC's supply risk has bean miigated trough long-termm,
firm power purchase agreaments; although, as these agreements explre, there |8 no
guarantee that FEC will be able 1o renew tharm, or that they could be renewed at a similar
cosl, Furthermaore, thers is fsk associabed with FBG accessing supply from fhe wholesale
markel, FEC's access lo the wholasale marked is depandant on FBC's access o Tack's
Line 71, FBC has no transmission facilifies that connact directly with markeds outside of
BC, and is dependent an this availability of third-party fransméssion capacity to serve its
customers' growing demand and the potential for increased |kelihood of severs weather
evants such a5 tha Juna 2021 haat doma and the new all-time paak demand in Decambaer
2021, In addilion, FRC-ownad generabing plants are |scaled wilhin the Keslenay region,
while most of FEC's customar [oad requiremaents are in e Okanagan, Failure of 2 plam

generating unil would resull in FBC neading to acquire replacement power which may not
be available dee to eifher lack of available supply or lack of avalable fransmission. In
additon, the replacement power, if acquered, could be at a significanily increased cost on
the open market, Owerall, FBC's fisk in terms of energy supply is similar to 2013,

53.1 Please provide an assessment of FBC’s supply risk relative to other small electric
distribution utilities, and please consider the proportion of energy supply that may
be considered to be within their control over the next ten years.

Response:

FBC does not have the information regarding other small electric utilities to undertake this
analysis.

For a high level discussion regarding the comparison of FBC’s supply risk with electric utilities in
other jurisdictions, please refer to page 134 of Concentric’s evidence (Appendix C).
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54. Reference: Exhibit B1-8, page 20

54.1

Response:

* Operating. The primary operating risks associated with FBC's generation and
infrastructure assets are related to the age and cost to mantain and upgrade these assets,
FBC s also exposed to operating risk rejated to the requirement that the generating units
always be avalable to run for FBC to receive its capacity and energy entitlements as
provided for under the Canal Plant Agreement, Fallure of one or more of the generating
units owned by FBC could potentially result in significant power supply costs to replace
the lost entlements, FBC s exposed lo additonal risk from its transmission and
distribution assets which are primarily above ground, and the potential for increases in
unpredictable extreme weather events, such as wildfires and flooding, to compromise the
integrity of these assets, Other unexpected events, such as the COV|D=19 pandemic,
disrupt supply chains and cause delays in FBC's capital work which impacts its ability to
maintain and operate its system, Additionally, FBC has experienced an Increase In
incidences of cybemattacks and expocts (0 see increasod resistance 1o projects, which will
lead to higher risks to execule projects on time at the lowest reasonable cost, Therefore,
FBC assosses its operating risk as being higher than in 2013,

Please discuss whether or not FBC can expect to experience a different level of
operating risk since 2013 relative to other small distribution electric utilities.

FBC is not a distribution electric utility; it is a vertically integrated utility. Regardless, this question
cannot be answered in the abstract without an understanding of the specific utility being

referenced.
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55. Reference: Exhibit B1-8, page 20

55.1

Response:

Reguizlory The degroe to which FBC, as a regulated public ulility, is dependent on
regulators for timely and objective approvals that directly impact its ability o earn a fair
roturn on and of capital is what is referred to in this section as regulatory risk. FBC has
assessed s overall regulatory nsk as higher than what was assessed in FBC's 2013
Proceeding, with cartain risk factors increasing and others being similar, The BCUC's
Jurisdiction s confined to what is conferred by the UCA, but within that framework the
BCUC has significant discretion in the exercise of those powers, Regulatory discretion in
approving or denying a utility's applications is the main cause of regulatory uncertainty
which in itself gives rise 1o the risk that the allowed retum doos nol accord with the Fair
Return Standard, that rates are sot at a level that doas not provide FBC with an opportunity
to eam its fair return, or that necessary investments are not approved. The underlying
regulatory framework remains the same, but there are new developments that merit note,
There Is uncertainty caused by the BCUC's decision to consider a more generic approach
to deferral account financing treatment, The risk assoclated with regulatory lag and
ulimate approval of cost recovery has also increased since the 2013 Proceeding when
considering increasod requirements for stakeholder consultation, environmental reviews,
and Indigenous rights and title,

Please elaborate on the ‘more generic’ approach to deferral account financing, and
how that impacts the risk to FBC.

Please refer to the response to BCUC IR1 36.2.

55.2

Response:

Please provide any evidence available that FBC has experienced less fair
regulatory processes than it has in the past, or that they are less fair than other
similar small electric distribution companies.

There is no reference in the cited evidence to FBC experiencing less fair regulatory processes
than in the past or less fair regulatory processes than other similar small electric utilities. Rather,
FBC’s comments in the passage in the preamble address the possibility of the BCUC’s future
decisions leading to undesirable outcomes for the company, irrespective of whether the
processes that led to those undesirable outcomes were procedurally fair.
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Effective Dates for Approved ROE and Capital Structure

56. Reference: Exhibit B1-8 page 51

56.1

Response:

In line with the BCUC statements above and as further explained in FortisBC's March 29, 2021
letter (Exhibit B1-2), the effective dats should depend on the timing and progress of the GCOC
proceeding. If the regulatory timetable set by the BCUC will result in a decision In the first quarter
of the year, then having an effective date of January 1 of thal year could be appropriate, This
would avoid having interim rates in place for an extended period of time, improve administrative
and rogulatory efficiency, and may reduce customer bill impacts, Further, avoiding an extended
poriod of interim rates can mitigate some of the regulatory risk that investors face by virtue of not
knowing the retum on the invested capital until the decision is issued,

Considering the BCUC established regulatory timetable in this Proceeding (Order G=288-21,
dated October 6, 2021), FortisBC expects a decsion on FEI's and FBC's cost of capital in this
proceeding in the fourth quarter of 2022 or the first quarter of 2023, Therefore, FortisBC submits
that given the above=mentioned conditions, an appropriale effective date for approved ROE and
capital structure establishad in this Proceeding, is January 1, 2023,

If the timetable were to be delayed to the 2nd quarter of 2023, or if an appeal were
launched, would FEI expect to extend the effective date, and continue with interim

rates? Please explain.

Please refer to the responses to BCUC IR1 2.2 and 2.3.
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1 Choice of Benchmark Utility
2 57 Reference: Exhibit B1-8 page 53

8. THE CHOICE OF THE BENCHMARK UTILITY FOR STAGE 2

Considering the BOUC's directlon for each of FE| and FBC to file separate evidence, ForlisBOC
submits thal the BCUC can individually determine each of FE's and FBC's appropriate allowed
ROE and capital siruclure withoul referance bo a Benchmark Wility. In this regasd, the chosce of
tha Benchmark LEility &5 a topic that is bettar addrassed by other utilities fo whom the Benchmark
Utility approach applies.

As explained in ForbsBC's Leller 1o BOUC daled July 21, 2021 (Exhibil B2=t) some of the
rislevant fackors to consider in determining a Banchmark Ltility are as follows:

1, Availability of comparable proxy group: The comparable investment principle is one of the
three elemenis of the Fair Returmn Standard, Under this principle a fair and reasonable retum
should be comparable 1o the return awvallable from the application of the Invested caplital o
olher anterprises of like rigk, To achieve this legal requirement, cost of capilal experts usualy
establish & proxy group of publicly traded comgarable rsk companies and use the proxy
group's data as nputs i their financial models, Therefore, the availability of a listed
comparable risk proxy group is a crifical consideration for establishing the Banchmark WHility,

2, Credit ratings: The Benchmark Liility should preferably issue its own debt and have = debt
rated by major cradit rating agencies, This would provide the BCUC and other parties with an
Independent analysls of & wlllity's sk profile, albeit from the bondhalder's parspective,

3, SBize of aperation: This laclor is desely bed 1o the availability of a comparable prosy group
discussed abowve, The majority of the publicly listed ulilifies are very large, It is therefore
preferable thal the Benchmark LHility shares characlanstos with the proxy group and has a
large operation, Further, a relatively large wlility with diversdy in customer base, assat
composiion and geographic scope is less likely to be suscaptible to unigue or spacific risks
that have a disproportionats impact on fisk profile that may make comparisons more difficult,

4, Stability of aperation: The Benchmark Ubl|ity meeds to have stable operations and not be
subject o takeovers or mengens that can drastically change its risk prafile,

5, Resources and expertise: As explained above, prepasalion of cost of capial applicstions
requires both specialized experise, usually acguired through refaining extermal consullanis,
and significant internal resouwrcas, The capability of the Benchmark Utility 1o provide these
resources without matanal rate impact to s ratepayers is anothar relevant consideration,

&, Famlliarity with and acceptance of the Benchmark Wtility by other affected uti|ities:

Oiher affected utiliies rmust be fairly familiar with the Benchrmark bty operation to be able
1o compare thelr dsk with that of the benchmark, A genasal consensus among affected utiliies

around the approgriate Benchmark LHility will help 1o facilitate the process and mcrease the
administrative efficiencies and avold unnecessary coniroversios,

T, Ownership: The opporiunity cost for 8 Crown conporation like BC Hydro i fundameandally
different from that of nvestor-owned utilties, Coneldering that the majority of the utlitiss ans
Investor-owned, the Benchmark U]ty should be &n investor-owmned utlity,

I conclusion, FEI's and FBC's allowed ROE and capital structure can and should be determined
in the Stage 1 GCOC Proceeding on a stand=alone basis and withoud reference bo the Benchmark
Ltility, This issue of whathar FE| and'or FEC shall act as the Banchmark Wtility in Stage 2 GCOC
Proceeding needs to be addressad by other utifties to whom the Benchmark Utility approach
applies, Nevertheless, ForisBC observes that there is a strong support for FE| to continue [is role
ag the Banchmark Utility, although other options such as having two Benchmark Ltblities are also
possible,

57.1 Please confirm that investors do not invest in companies by comparing their
current state to their historical state and environment, but instead compare them
on a present and forward-looking basis to other available options.

o ok~ W
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Response:

Partially confirmed. FortisBC confirms that risk analysis is prospective in nature and that investors
are primarily concerned about the future prospects of an investment. However, as explained in
the BCUC's decision in the 2016 Proceeding, this does not mean that investors do not consider

historical performance when choosing to make an investment:

The Panel accepts FEI's argument that risk is prospective. In the Panel’s view, the
risk of earning ROE does not disappear in any given test year because of a utility’s
success in achieving it in prior years. However, this does not mean that an investor

does not consider historical performance when choosing to make an investment

but in doing so must accept that there is no certainty that past performance will be

repeated in the future. [Underline Added]

For more discussions regarding an appropriate reference point for risk analysis please refer to

the responses to BCUC IR1 4.3 and 36.1.
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1 Automatic Adjustment Mechanism

2 58. Reference: Exhibit B1-8, page 56

9. AUTOMATIC ADJUSTMENT MECHANISM

Parl af the scope of this proceeding, as noted in Appendix B lo Order G=2B1=21, s lo delarming
whather the reestablishment of a formulaic ROE AAM i warmanted. IT a retumn to the use of a
formulaic ROE AAM s wamranied, then BCUC further seeks evidence on: {a) the specfications of
tha RIOE AAM formula (o) the freguency that the ROE Aal wil apply (i,2.. annually or some other
fraquency) and (2] to wham the ROE AAM will agply,

FortisBC continues o balisve that a regulatory procaading is preferable to the use of a mechanical
formula for satting the allowed ROE for a ulility, and is the predominant approach in Morth
Amanca, ForisBC submits that attempis to mechanize the cost of capital may lead to RIOE valuas
that da not meet the Fair Retum Standard, parbeulady = uncertan market conditions, In acdition,
AANMs do not create any signiflcant regulatery efficlency, a8 there | sbll the need o perladically
reyiew the base ROE, formula paramelers and their weightngs, In Mr, Coyne's exper apinion the
simiple adjustment mechanisms cannot account for ofhor changes that affect a regulated wility's
opportunily cost and that historical relationships bebyeen equity refurns and observable faclors
such as bond yields may not reflect the changes in the capital markets and investors’ cxpecied
retums,

9.1 THe History oF AAM FORMULAS

As described below, AAMs are no longer prevalent, With the exception of the OEB, regulators in
Canada have eilher suspended or eliminated the AAM,

In the 1980s and 1990s, US regulators made two attempts at Instiuting generic, formula-based
approaches to setting the cost of capital (ane at the federal level and one in the state of New
York), In the end, however, the federal and slate jurisdiclions retained their longstanding, case=
by=case approach over legal concems thal a company=spacific record must support the finding of
a Fair Return,”

3

4 58.1 Please explain when the OEB last undertook a cost of capital proceeding.

5

6 Response:

7  Concentric provides the following response:

8 The OEB last undertook a cost of capital proceeding in 2009 to review the operation of its ROE

9 formula in response to concerns that the formula may not have been producing returns that met
10 the Fair Return Standard due to market conditions during the financial crisis of 2008/2009. The
11  OEB revised its ROE formula in December 2009 to include the spread between government and
12  utility bonds, as well as the change in government bond yields.

13

14

15

16 58.2 Please provide the OEB’s rationale for retaining the Automatic Adjustment
17 Mechanism.

18
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Response:

Concentric provides the following response:

On pages 31-32 of Decision EB-2009-0084, the OEB listed six key principles with respect to its
cost of capital policy. These were: 1) meeting the Fair Return Standard; 2) the overall ROE must
be determined solely on the basis of a company’s cost of equity capital; 3) efficient amount of
investment; 4) predictability, transparency, and stability; 5) systematic and empirically based
approach; and 6) minimize the time and cost of administering the framework. The OEB retained
the ROE formula because the Board determined that it provided regulatory efficiency and, as
amended in 2009, was found to work reasonably well in meeting the fair return standard. The
Board also indicated that it would periodically review the ROE formula (approximately every 4-5
years) to ensure that it was continuing to produce a reasonable return.

In 2014, OEB Staff commenced a review of the results of the ROE policy since its inception at the
end of 2009, including the actual financial results of rate-regulated utilities and the performance
of the existing policy in relation to expected outcomes. Staff concluded:

Based on the results of this review, OEB staff has concluded that the methodology
adopted in late 2009 has worked as intended. Movement in the parameters have
followed macroeconomic trends and activity, and have not resulted in excessive or
anomalous volatility. While there is more volatility observed in the financial
performance of utilities, these are largely due to other reasons. (Review of the Cost
of Capital for Ontario’s Regulated Utilities, OEB Staff Report, January 14, 2016, p.
1).

In recent years, the ROE formula in Ontario has produced lower returns as interest rates on
government and utility bonds declined to near historical lows while market risk has increased. Mr.
Coyne understands that the OEB is once again re-examining its formula.
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59. Reference: Exhibit B1-8, page 57
The mplementation of the formulaic approach in Canada created a persistent divergence
between allowed utiity retums in Canada and the US™, By 2008.2009, the formula approach
created such low ROE values that regulators could nol ignore the problems with the formula
approach any further,
59.1 How were the ROEs determined to be ‘low’ instead of appropriate?
Response:

As explained in FortisBC’s evidence, between 2008 and 2009, multiple Canadian utility regulators
from the NEB and the AUC to the Regie and the BCUC moved away from the formula approach.
This was because they determined that the return on equity generated under the formulas did not

meet the Fair Return Standard.

In reaching that conclusion, regulators took into consideration evidence from the utility analysts,
credit rating agencies, utility cost of capital experts and other stakeholders. For instance, the
BCUC’s 2009 decision to eliminate the formula approach was informed by evidence from the
investor community’s statements that the formula approach in use by regulators in Canada was

becoming confiscatory and did not reflect the real world changes in the cost of capital:

Mr. Carmichael states that the financial performance of utilities in Canada lags the
performance of US based utilities. This has prompted an equity analyst to suggest
that ROE formulae in use by regulators in Canada are “confiscatory and fail to
meet the fair return standard,” while other analysts suggest that the formulae are
now “broken.” According to the latter group of analysts, under current financial
market circumstances such formulas result in lower rates of return on common
equity, while all evidence indicates that capital markets require higher returns on
corporate securities reflecting the re-pricing of risk which has taken place. Debt
analysts have opined that ROE results produced by the formulas “have not
reflected the real world increase in the cost of capital” and “the annual ROE
adjustment is not even yielding the right direction of change in the cost of capital.”

A key consideration in the determination of whether to retain, amend or eliminate
the AAM is whether the ROE produced by application of the formula for 2010 is
reasonably comparable to the ROE determined by the Commission Panel from the
evidence before it. The Commission’s calculation of the ROE for 2010, as derived
from the adjustment mechanism, is 8.43 percent, compared to the Commission
Panel's determination that the appropriate ROE for TGI in 2010 is 9.50 percent.
The Commission Panel determines that, in its present configuration, the AAM will
not provide an ROE for TGI for 2010 that meets the fair return standard.
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(IR) No. 1 on FortisBC Evidence

59.2 Please elaborate on the problems that were caused by the low ROE values, and
please provide examples.

Response:

As explained by Drs. Gordon and Makholm in their paper (footnote 95 in the FortisBC’s evidence),
reverse-engineering the effect of the Canadian generic formula is not a practical and objective
possibility to measure the effect it has had on utility equity investments in Canada.

Nevertheless, looking at the cross-border investments can provide some clues. The table below,
produced by Concentric, examines the cross-border utility investment that has occurred since
2000. Concentric’s research focuses on those transactions involving a U.S. utility acquiring a
Canadian utility or a Canadian utility acquiring a U.S. utility and excludes acquisitions of specific
assets, such as generation facilities, renewable assets, electric and gas transmission assets.
From 2000-2020, Concentric identified 24 transactions where a Canadian utility acquired a U.S.
utility and three instances where a U.S. utility acquired a Canadian utility. Table summarizes
these M&A transactions since 2000.

Buyer Target Ez;?:“\f::; Year
Algonquin Power & Utilities | Kentucky Power $1,625 Pending
ENMAX Corporation Emera Maine $959 2019
Algonquin Power & Utilities | St. Lawrence Gas Company, $60 2019
Inc.
AltaGas WGL Holdings Inc. $4,544 2018
Algonquin Power & Utilities | St. Lawrence Gas Company $1,495 2017
Inc

Crius Energy Trust U.S. Gas & Electric Inc. $6,952 2017
AltaGas WGL Holdings Inc. $6,509 2018
Caisse de dépot et IPALCO Enterprises Inc. $134 2016
placement

Fortis Inc. ITC Holdings Corp. $244 2016
Algonquin Power & Utilities | Empire District Electric Co. $3 2017
Emera Inc. TECO Energy Inc. $2,547 2016
Algonquin Power & Utilities | New Hampshire Gas Corp $55 2015
Caisse de dépot et IPALCO Enterprises Inc. $986 2015
placement

Fortis Inc. UNS Energy Corp. $141 2014
Algonquin Power & Utilities | New England Gas Company $41 2013
Algonquin Power & Utilities | Gas distribution operations $780 2013
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Deal Value

Buyer Target (millions) Year

Fortis Inc. CH Energy Group Inc. 124 2013
AltaGas SEMCO Holding Corp. $270 2012
Gaz Métro LP Central Vermont Public Service | $478 2012
Algonquin Power & Utilities | Gas distribution operations $76 2012
Algonquin Power & Utilities | California Pacific Electric Co $189 2012
Algonquin Power & Utilities | Granite State/EnergyNorth $197 2012
Gaz Métro LP Green Mountain Power Corp. $1,625 2007
NS Power Holdings Inc. Bangor Hydro-Electric Co. $959 2001
Total $30,993

U.S. Buyers Acquiring Canadian Utilities Since 2000

Berkshire Hathaway Inc. AltaLink LP $3,240 2014
Investor Consortium Terasen Water & Utility $108 2006
Kinder Morgan Inc. Terasen Inc $3,398 2005
Total $6,746

The fact that Canadian companies have been so active in seeking U.S. acquisition targets
suggests that Canadian companies see both the opportunity for growth and the potential
shareholder returns in the U.S. as being favourable. The correspondingly fewer transactions
involving a U.S. utility acquiring a Canadian utility can be explained, in part, by the smaller number
of IOUs in Canada that are potential targets for a U.S. company, and the lower allowed returns in
Canada in relation to those in the U.S.

Over the long-term, a consistent, unexplained differential between allowed ROEs and equity ratios
of Canadian and US companies can further move capital away from Canada to the U.S.
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1 Triggers for Future Applications

2 60. Reference: Exhibit B1-8, page 62

10. TRIGGERS FOR FUTURE APPLICATIONS

The BCUC's amended scope for Stage 1 of this GCOC proceeding idenlifies “the criteria, off=
ramps or other triggers 1o warrant a future cost of capilal proceeding™'”" as one of the matters in
scope that needs to be considered in this proceeding, FortisBC believes, for the reasons set out
below, that the BCUC should not establish a trigger in advance. The established approach, which
ncludes periadic review of utpties’ cost of capital, is most appropriate,

FortisBC s not aware of any regulator in Canada that uses an automatic rigger mechanism o
initiate cost of capital review nor is able to formulate a trigger mechanism that can capture all of
the various factors that can impact the investors’ opportunity cost,

As explained In Mr, Coyne's evidence, offramps are often used In incentive rate-setting plans to
trigger a review of the plan in the event that the company’s actual eamed ROE is below or above
2 spocified lovel and indeed similar offeramp mechanisms already oxist in FE|'s and FBC's Multi-
year Rate Plans, Cos! of capital proceedings, however, are focused on estimating the “opportunily
cost” and thore is no basis to rely on the variance betwoen realized and allowed ROES to Initate
a cost of capital proceeding since this vanance does not necessarly reflect the changes in
investors’ opportunity cost nor the changes In market conditons, Numerous business and capital
market factors affect the cost of capaal for utijities and these faclors are inherently dynamic, In
Mr, Coyne's expert opinion, there & no need o change the current approach of conducting
petiodic cost of capital reviews and that periodic cost of capital proceoding that is conducted every
three to five years is the best approach (o ensure that the authorized return remains appropriate
for rogulated utilities, including those in BC,'®

60.1 Please explain whether or not Mr. Coyne’s evidence assumes a relatively stable
investment environment.

Response:

Concentric provides the following response:

0 ~NOoO Oohkh W

9 As discussed throughout Mr. Coyne’s report, the financial models he has used to estimate the
10  cost of equity for FEI and FBC (DCF, CAPM, Risk Premium) use both current and projected
11  market data. Mr. Coyne explains in his report that interest rates on government bonds are
12  projected to increase from current low levels as monetary policy in both Canada and the U.S.
13  becomes more neutral in response to higher inflation and lower unemployment. Mr. Coyne would
14  not characterize current market conditions as being relatively stable.

15
16
17
18 60.2 Could a sudden and serious change in the global or local geopolitical environment
19 affect investments to the extent that a review should be triggered? Please explain

20 why or why not.
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60.2.1 If yes, please provide examples of when a review might be triggered
beyond a standard 3 or 5 years.

Response:

Concentric provides the following response:

It is possible that a sudden or serious change in the global or local geopolitical environment could
affect investments to the extent that a review should be triggered. However, such events are
often short in duration, and may not affect the long-term cost of capital. As always, market data
on changes in government and utility bond yields, the GDP forecast, the inflation outlook, EPS
growth rates and utility share prices would be the best indicators as to how such events were
affecting the results of the models commonly used to estimate the cost of equity and whether that
should trigger a review of the cost of capital. For example, in 2009 the OEB determined that its
formula was not producing a return that met the Fair Return Standard due to changes in economic
and capital market conditions during the financial crisis of 2008/2009.

60.3 What circumstances, if any, might suggest to the Commission that the ROEs are
set either too high or too low.

Response:

Concentric provides the following response:

Among the factors that the Commission might consider in assessing whether the authorized ROE
is too high or too low are: 1) whether the return is comparable to those investors can earn on
similar risk utilities in other jurisdictions, 2) whether the utility is able to maintain its credit rating
and financial integrity, 3) whether the utility is able to attract capital on reasonable terms, and 4)
the implied risk premium over the risk-free rate.
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FEI - BERC RATE ASSESSMENT REPORT
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» Diane Roy FortisBC
FOR I I S BC Vice President, Regulatory Affairs 16705 Fraser Highway

Surrey, B.C. V4N OE8

Gas Regulatory Affairs Correspondence Tel: (604) 576-7349

Email: gas.regulatory.affairs@fortisbc.com Cell: (604) 908-2790
Fax: (604) 576-7074

Electric Regulatory Affairs Correspondence www.fortisbc.com

Email: electricity.requlatory.affairs@fortisbc.com

August 12, 2020

British Columbia Utilities Commission
Suite 410, 900 Howe Street
Vancouver, BC

V6Z 2N3

Attention: Ms. Marija Tresoglavic, Acting Commission Secretary

Dear Ms. Tresoglavic:

Re: FortisBC Energy Inc. (FEI)
Biomethane Energy Recovery Charge (BERC) Rate Methodology

British Columbia Utilities Commission (BCUC) Decision and Order G-133-16
Compliance Filing — BERC Rate Assessment Report

On August 12, 2016, the BCUC issued its Decision and Order G-133-16 on FEI's 2015
BERC Rate Methodology Application approving. Directive 16 of the Decision directed FEI as
follows:

FEI is directed to file a comprehensive assessment report for Commission

approval at the earlier of the application by FEI for a transfer of biomethane

inventory from the BVA to the MCRA or four years after the date of issue of
this decision, whichever comes first.

FEI respectfully submits the attached BERC Rate Assessment Report in accordance with the
Decision.

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

FORTISBC ENERGY INC.

Original signed:

Diane Roy

Attachments
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1.  SUMMARY OF REPORTING REQUIREMENTS

On August 12, 2016, the British Columbia Utilities Commission (BCUC) issued its Decision and
Order G-133-16 (Decision) on FortisBC Energy Inc.’s (FEI or the Company) 2015 Biomethane?
Energy Recovery Charge (BERC) Rate Methodology Application (Application). In the Decision,
the Panel approved, among other things, changes to the BERC rate methodology, a Short Term
BERC Rate and a Long Term BERC Rate. The Decision also directed FEI to file a
comprehensive assessment report (Assessment Report) for BCUC approval at the earlier of: an
application by FEI for a transfer of biomethane inventory from the Biomethane Variance Account
(BVA) to the Midstream Cost Reconciliation Account (MCRA), or four years after the date of the
Decision, whichever comes first?. Since FEI has not had a transfer of biomethane inventory
from the BVA to the MCRA since the Decision was issued, this Assessment Report is being filed
four years from the date of the Decision as directed.

Table 1 below provides a summary of the reporting requirements of Order G-133-16 and where
in this Assessment Report the information is presented.

Table 1: Decision Compliance Reporting Requirements

Compliance Reporting Requirement — Directive 16, p. 51 Section #

Report

FEI is directed to file a comprehensive assessment report for Commission approval at the
earlier of the application by FEI for a transfer of biomethane inventory from the BVA to the
MCRA or four years after the date of issue of this decision, whichever comes first
(Assessment Report). In the event FEI commits all available supply through the Long Term
Contract offering prior to the earlier of these two events, FEI is directed to file the
Assessment Report at that time. In the Assessment Report FEI is to include, among any
other information FEI views necessary to inform the Commission, the following:

1. An assessment of the degree to which the new BERC rate methodology has

achieved the objective of maximizing revenues. Section 2

2. An evaluation of the supply/demand balance for the RNG program including an
update on the biomethane supply contracted to date and projected to be Section 3
contracted over the near future.

3. For January 1st of each year for the period from the date of implementation of the
new BERC rate methodology to date:
3.1. The BVA balance;
3.2. The Short Term BERC Rate;
3.3. The Long Term BERC Rate; Section 4
3.4. The CCRC;
3.5. The carbon tax; and
3.6. The costs transferred to from the BVA to the BVA balance Transfer rate base
deferral account.

1 Biomethane is also referred to as Renewable Natural Gas (RNG) and the current RNG Program was referred to
as the Biomethane Program. Biomethane and RNG are used interchangeably throughout the Application.
2 Decision, p 51.
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Report
Section #

Compliance Reporting Requirement — Directive 16, p. 51

4. Monthly data for the following for the period from the date of implementation of the
new BERC rate methodology to date :
4.1. Number of customers by rate class and by offering (i.e. short-term versus
long-term);
4.2. Churn rate by customer class; and
4.3. RNG sales quantities and revenues by rate class and by offering.

Section 5

5. For long-term contracts, provide a summary of the terms and conditions that have

been included in executed contracts to date. Section 6

6. Inthe case where the Assessment Report is triggered by an application to transfer
biomethane quantities from the BVA to the MCRA, a discussion of the steps FEI
has taken to realize the value of the environmental attributes by other means than
through sales to voluntary customers.

N/A

7. An analysis of customer awareness and education spending for each year over the
period from the date of implementation of the new BERC rate methodology to date
including analysis against any metrics that are established by FEI as referred to in
section 4.5.

Section 7

8. An evaluation of the effectiveness of the customer awareness and education
spend over the period from the date of implementation of the new BERC rate Section 7
methodology to date.

9. Recommendations regarding the need for any changes to the BERC rate
methodology. Section 8

2. BERC RATE METHODOLOGY

In 2015, FEI observed a negative trend in customer enrolment for the RNG Program. The
negative trend in enrolments was believed to be due to the premium customers were required to
pay for RNG as compared to conventional natural gas. FEI's success in enrolling customers up
to that point in the RNG Program showed that customers would voluntarily pay a premium for
RNG to reduce their greenhouse gas (GHG) emissions. However, in 2015, the BERC Rate, and
the associated premium as compared to conventional natural gas, had reached a point that
discouraged customers from voluntarily enrolling in the RNG Program.

This trend could have resulted in a negative impact to non-RNG customers as greater unsold
biomethane and, therefore, greater unrecovered costs, would have to be transferred to the
MCRA account. To avoid this potential outcome, FEI proposed that the BERC Rate be set to a
level that would encourage more participation in the RNG Program, stimulate increased demand
for RNG, increase overall revenues from the RNG Program, and reduce the impact to natural
gas delivery and commaodity rates.

The BERC Rate is the rate FEI charges for biomethane purchased on a voluntary basis by
customers enrolled in the RNG Program. In the 2015 Application, FEI proposed a floating
BERC Rate based upon a fixed premium on conventional natural gas, and a lower priced option
for customers willing to enter into long-term agreements with FEI that met certain volume and

PAGE 3
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term commitments. The Decision approved the two options proposed by FEI: the Short Term
BERC Rate and the Long Term BERC Rate. The Short Term BERC Rate is equal to the BCUC
approved January 1lst Commodity Cost Recovery Charge (CCRA Rate) each year, plus the
approved Carbon Tax rate, plus a premium of $7.00 per gigajoule (GJ). The Long Term BERC
Rate is set at a $1.00 discount to the Short-Term BERC Rate to reflect the benefits to FEI and
its non-RNG customers, including long-term revenue certainty, a more predictable load
throughout the year, and reduced marketing efforts required to reach this customer group.

FEI stated that the BERC rate methodology proposed in the 2015 Application (and ultimately
approved in the Decision) would reduce the risk to non-RNG customers of the cost of unsold
biomethane volumes. The concept was to sell most or all of the available RNG supply at a
lower price instead of selling less volume at a higher price. This higher volume at a lower price
approach was proposed to help avoid the transfer of a greater amount of unsold RNG to the
MCRA and thus the potential for transferring all the costs associated with any such unsold RNG
volumes to non-RNG customers.

In the Decision, the BCUC Panel identified three overarching objectives which guided its
decision approving the BERC rate methodology, as follows:

1. Maximize the recovery of program costs from RNG customers. This
objective was laid out in the previous Commission decision. In order to
maximize the recovery of program costs, it may not be sufficient to
maximize the number of RNG customers, reduce the number of net RNG
customer drops or to maximize the volume of RNG sold. The revenue
received from biomethane customers must be maximized. This is an
important distinction, as there has been discussion in this proceeding of
all of these metrics. When considering an appropriate BERC price
setting mechanism, the Panel will consider whether the proposed pricing
mechanism is expected to maximize revenues. If it isn’t possible to make
a determination about maximizing revenues, the Panel will then consider
whether the proposed pricing mechanism is expected to at least increase
revenues relative to what revenues are expected to be in the absence of
a change in the BERC pricing methodology.

2. Manage biomethane inventory. FEI expressed concern that the longer
the inventory ages, the more difficult it may be to sell. To the extent this
is an issue, an exception to the principle of maximizing revenue may be
required, and instead a BERC that maximizes sales volume may be
more appropriate. However, as FEI points out, it also needs to ensure
that sufficient inventory is available in the event a large long term
customer signs up. Inventory aging issues will be addressed in section
4.3 of this Decision.

3. Establish a BERC rate setting mechanism that is robust, effective
and provides regulatory efficiency. The cost of proceedings to set the
BERC rate can add considerably to the cost of biomethane. A pricing
mechanism that requires a minimum of regulatory oversight will minimize
those cost impacts. The current mechanism, based on biomethane
acquisition costs, with a relatively simple annual adjustment, is an

PAGE 4
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example of such a mechanism. A market rate that floats with the
Conventional Gas Cost is another such example. A fixed price, for
example, which could require substantial and frequent revisits to
consider the effect of inflation, changing commodity prices, changing
costs of acquisition may not be as efficient.

In the Decision, FEI was directed to file a comprehensive report to assess the degree to which
the revised BERC rate methodology has achieved the objective to maximize RNG program
revenue. FEI provides the following evaluation of the Short Term BERC Rate and Long Term
BERC Rate, which demonstrates that the revised BERC rate methodology has resulted in
increased program participation, increased RNG sales volumes and increased program
revenues received from RNG customers. Given these increases, FEI's assessment is that the
revised BERC rate has been successful and has resulted in greater revenues that would have
been the case under the previous BERC rate methodology.

2.1 ASSESSMENT OF THE REVISED BERC RATE METHODOLOGY

2.1.1 Customer Participation

The revised BERC rate methodology has been successful in driving a steady increase in
voluntary customer participation since its implementation. In 2015, prior to the implementation
of the revised BERC rate, customer enrolment rates for the RNG Program were declining and in
2016 they were relatively flat.

Following the Decision, FEI implemented the updated Short Term BERC Rate on October 1,
2016 at $10.209 per GJ. Since the implementation of the Short Term BERC rate, FEI has seen
an increase in the rate of customer additions to the RNG Program and a steady increase in
overall customer enrolment, as seen in Figure 1 below for the period of October 2016 to the end
of 2019. Through this period, the total number of participants increased by 58 percent from
approximately 7,100 at the start of the revised BERC Rate to 11,200 by the end of 2019
(demonstrated by the solid green line in Figure 1). The vast majority of this growth in customer
enrolments was attributable to residential customers enrolling in Rate Schedule 1B.

3 Decision, p. 17.
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Figure 1: Monthly Net Customers Addition and Cumulative Total Customers
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The reduction in customer additions towards the end of 2019, as shown in Figure 1 above, was
due to a temporary closure of the Biomethane Program to new participants as RNG supply was
oversubscribed. This situation was due to a number of factors, including increased enrolment of
residential and small commercial customers, increased enrolment and volume from large long-
term contract customers, and variability in the expected timing and volume of RNG delivered
from new supply projects during this time.* The temporary closure of the RNG Program led to
the steady erosion of the total number of customers enrolled, due to the ordinary level of
customers exiting the program not being replaced by new participants. FEI expects that new
RNG supply projects will begin delivering significant additional volumes of RNG beginning in
late 2021, at which time FEI will again be actively engaged in enrolling new customers.

The market’s acceptance of the revised BERC rate methodology is also demonstrated in Figure
2 below.

4 An example is the approved City of Surrey Biofuel Facility, which was delayed in-service by over a year, and took
longer than anticipated to deliver expected volumes of RNG.
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Figure 2: Monthly Net Customers Addition and Short Term BERC Rate
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Figure 2 shows that customers reacted positively to the revised BERC rate methodology, by the
increased customer additions to the program since the price paid by customers for RNG was
reduced. Moreover, the increased rate of customer additions has been maintained since the
revised BERC rate was introduced.

The Long Term BERC Rate has also been successful in generating participation in the RNG
Program. Following the Decision, FEI implemented the Long Term BERC Rate on October 1,
2016, at the approved $1 discount from the $10.209 per GJ Short Term BERC Rate in place at
that time, with a minimum floor price of $10 per GJ. Since the implementation of the revised
BERC rate methodology, the Long Term BERC Rate has remained at the $10 per GJ floor
price. While the Long Term BERC Rate of $10 per GJ has not to date offered customers a
significant price discount to the Short Term BERC Rate, the long term contracts have been well
received. More sophisticated, larger volume customers have shown a preference for securing
access to RNG with a 5 or 10 year contract than the standard Rate 11B sales agreement of up
to 1 year in length. FEI understands that the long term contracts make it easier for these
customers to choose RNG to meet their GHG emission reduction objectives since the contract
provides them with RNG supply security. To date, FEI has executed three long term contracts,
and has been approached by additional customers interested in signing long term contracts.
FEI's ability to enrol additional customers in long term contracts has been hindered by the delay
in acquiring additional RNG supply volumes.
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The demand for long term access to large volumes of RNG is also driven by factors that are
specific to particular industries or customers. These drivers include GHG emissions reduction
targets, the price of long term RNG compared to alternatives, and environmental initiatives from
different levels of government. For example, among municipalities, the demand for RNG
appears to be driven the municipality’s climate action policy and GHG reduction targets.
Achieving these policies and targets may be most cost effective, both in terms of capital
investment and on-going operating costs, by using RNG for their municipal-owned buildings that
have gas equipment. A significant driver of RNG demand in the education sector, including
UBC, is the provincial government’'s GHG emissions reduction targets, while RNG demand in
the transportation sector appears to be driven by BC’s Low Carbon Fuel Standard (BCLCFS).

These additional drivers have primarily affected large volume RNG customers and have not
impacted the mass market residential and small commercial customers. FEI continues to
monitor these drivers of demand for large volumes of RNG and may propose RNG Program
modifications in the future if required to ensure the long term balance of supply and demand.

2.1.2 Sales Volume

As can be seen in Figure 3 below, there has been an increase in the volume of RNG sold since
the revision to the BERC Rate. The blue bars in Figure 3 demonstrate that the annual RNG
sales volume from Short Term BERC Rate customers has grown substantially since 2015, the
last full year of operation under the previous BERC rate methodology. From the end of 2016,
when the revised BERC rate methodology was implemented, to the end of 2019, the sales
volume for Short Term BERC Rate customers® increased from approximately 163 Terajoules
(TJs), to approximately 188 TJs, which is a growth of 15 percent over the three-year period, or
an average annual growth rate of nearly 5 percent.

5 Short Term BERC Rate customers include customers enrolled in Rate 1B, Rate 2B, Rate 3B Rate 5B, and Rate
11B.
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Figure 3: RNG Annual Sales Volume

RNG Annual Sales Volume

B Annual Sales Volume from ST BERC Rate m Annual Sales Volume from LT BERC Rate
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The increase short-term sales volumes in 2017, and the subsequent decrease in 2018, as
shown in the blue bars in the figure above, is due to the migration of UBC and City of Vancouver
from the Short Term BERC Rate to the Long Term BERC Rate in 2017 and 2018. The short
term volumes sold in 2017 increased compared to 2016 when the City of Vancouver began
consuming a significant volume of RNG. The Short Term BERC Rate sales volume then
declined in 2018, as both UBC and the City of Vancouver executed long term contracts and
migrated to the Long Term BERC Rate. The impact of this migration also increased the long-
term sales volumes from 2017 to 2018, as shown in the orange bars in the figure above. The
long term sales volume increased again in 2019 due to Translink starting service on February 1,
20109.

The average volume of RNG sold per residential customer over the period has seen a modest
increase since the revised Short Term BERC Rate was introduced. At the end of 2016, RNG
sales volumes were approximately 60,500 GJs for approximately 6,968 residential customers®,
for an average volume per customer of approximately 8.7 GJs. By the end of 2017, the average
volume per customer had increased to approximately 10.9 GJs and has remained above 10 GJ
per customer since. This average volume of 10 GJs per year represents approximately 11
percent of the annual demand of an average FEI residential customer, indicating that a blend of

6  The number of residential customers is taken as the simple average of the number enrolled in January and
December of the year.
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approximately 10 percent remains a good indicator of the market’s desired proportion of RNG to
natural gas.

2.1.3 Total Revenues

Figure 4 below shows the annual revenue from both Short Term BERC Rate and Long Term
BERC Rate customers which demonstrates that total revenues have increased since
implementation of the revised BERC rate methodology.

Figure 4: Annual RNG Revenue by Short Term and Long Term Customers
RNG Annual Sales Revenue

(5000)

mmmm Annual Sales Revenue from LT BERC Rate

$3,600 mmmm Annual Sales Revenue from ST BERC Rate (total)

== Annual Sales Revenue from ST BERC Rate 1B, 2B, 3B and 58
$3,100
$2,600
$2,100
$1,600

$1,100

$600

5100
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The annual RNG revenue from Short Term BERC Rate customers increases and then
decreases over the period, as shown by the blue bars in Figure 4. This was due to the
migration of UBC and the City of Vancouver from the Short Term BERC Rate under RS 11B to
the Long Term BERC Rate as discussed above.

As shown in the black line in Figure 4 above, the total revenues generated from mass market
residential and commercial customers (RS 1B, 2B, 3B and 5B) grew over the period as sales
volumes and customer participation steadily increased. Further, although the price per GJ of
RNG declined under the revised BERC rate, the average revenue generated per residential
customer was approximately $110 per customer in 2016 and remained the same by the end of
2019. This indicates that the new Short Term BERC rate has not reduced the per customer
revenues for the majority of customers. When coupled with the increased number of customers
enrolled, the effect is increased revenues.
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The revenue generated from Long Term BERC Rate contracts also increased over the period,
as demonstrated by the orange bars in Figure 4, from nil at the introduction of the Long Term
BERC Rate to nearly $1.3 million by the end of 2019.

2.2 CONCLUSION

The evidence supports the conclusion that the revised BERC rate methodology has enhanced
revenue and the recovery of RNG Program costs from RNG customers. FEI has seen growth in
customer enrolments, volumes sold and revenues collected since the implementation of the
revised BERC rate methodology, thereby avoiding the need to transfer some RNG Program
costs to non-RNG customers that would otherwise have been triggered by unsold RNG
volumes.

Presently the RNG Program is fully subscribed, meaning that all RNG supply volumes
purchased by FEI are being sold to RNG customers. This is partially due to the revised BERC
rate methodology contributing to increasing demand from customers, but also because RNG
supplies did not materialize as originally forecast. As discussed further in Section 3 below, FEI
is expecting to see significant growth of RNG supply becoming available in late 2021.

At this time, FEI believes that the revised BERC rate methodology as approved in the Decision
remains appropriate as it contributes to ensuring that the demand for RNG remains strong and
will support new RNG supply volumes as they become available. FEI will continue to monitor
the market and RNG Program as new supply becomes available and as drivers of demand in
the market evolve, such as government policy. Given the current state of supply and demand,
FEI is satisfied that the BERC rate methodology in place remains appropriate and believes that
a review or changes are not necessary at this time.

3. SUPPLY/DEMAND BALANCING FOR THE RNG PROGRAM

The demand for RNG currently exceeds the available supply from FEI's suppliers. In 2019, as
demand was exceeding the available supply, FEI ceased accepting new enrolments in the RNG
Program and curtailed the volume of RNG available for sale to large volume, interruptible RNG
rate customers under Long Term BERC Rate contracts served through Rate Schedule (RS)
11B. In 2019, the total volume of RNG sold to meet customer demand was 315 TJs. The total
RNG supply from existing RNG production facilities was 225 TJs. This represents a 28 percent
increase in RNG supply over the 2018 total of 176 TJs. The shortfall of 90 TJs between RNG
supply versus RNG sold was fulfilled with the purchase of carbon offsets.

The temporary closure of the RNG Program to new participants and the curtailment of volumes
under RS 11B are likely to be maintained until late 2021. FEI forecasts that in the later part
2021 the available supply of RNG will increase significantly and will exceed the demand of all
customers currently enrolled in the RNG Program. This increase in supply is due to the
progress FEI has made in growing the RNG supply portfolio over the past year. Table 2
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presents the new supply projects FEI expects to be completed over the three year period from
2020 through 2022. This table includes supply projects contracted to date.

Table 2: Contracted RNG Supply Projects

1 2 3 4
. Anticipated Start Date
Project Contract Status BCUC Approval Status (Month-Year)
Fraser Valley Biogass Contacted Approved N/A
Seabreeze Farms Contacted Approved N/A
o Kelowna Landfill Contacted Approved N/A
£ |Columbia Shushwap Regional Dist. Contacted Approved N/A
'é’ City of Surrey Contacted Approved N/A
Contract Max Annual Volume (TJ/Yr) 529
Expected Annual Volume (TJ/Yr) 310
Proportion of Total Expected Volume 5.3%
Tidal Stormfisher Contracted Approved Aug-20
Project #1 Contracted In Progress Sep-20
Lulu Island Waste Water Contracted Approved Dec-20
Faromor Contracted Approved Jan-21
Dicklands Farm Contracted Approved Sep-21
Lethbridge Biogas Contracted Approved Sep-21
Bradam Hamilton Contracted Approved Sep-21
@ |Tidal Niagara Contracted Approved Dec-21
§ City of Vancouver Contracted Approved Dec-21
= Project #2 Contracted In Progress Dec-21
Bradam Napanee Contracted Approved Jan-22
Matter Contracted Approved Mar-22
REN Energy Contracted Approved Jul-22
GSE Contracted Approved Dec-22
Contract Maximum Annual Volume (TJ/Yr) 7,307
Expected Annual Volume (TJ/Yr) 5,493|
Proportion of Total Expected Volume 94.7%
Grand Total Maximum Annual Volume (TIl/Yr) 7,836
Grand Total Expected Annual Volume (TJ/Yr) 5,803

Table 2 shows the maximum contracted volume for each project as well as the expected annual
volume. The expected volumes indicated in the table take into account FEI's experience that,
on average, new RNG supply projects typically take time to ramp up their production to the
maximum RNG volumes.

The current maximum amount of RNG that FEI can contract and remain within the existing
Greenhouse Gas Reduction (Clean Energy) Regulation (GGRR) is approximately 8,900 TJs per
year FEI further anticipates that it will enter into additional biomethane supply agreements
before the end of 2020, such that the total maximum supply under executed agreements could
reach maximum volume currently set in the GGRR.

PAGE 12
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As shown by the Grand Total Expected Volume at the bottom of Table 2, when all of FEIs
supply projects are completed and supplying RNG, FEI's expected annual supply volume is
approximately 5,800 TJs per year. For newly completed supply projects, there can be a ramp-
up period before the full expected annual volumes of RNG can be delivered. Table 3 below
shows the expected total RNG supply volumes for the years 2020 through 2024, taking this
ramp up time and the timing of the new supply volumes, into account. This table includes
supply from all of FEI's existing suppliers, as well as all new suppliers expected to be providing
RNG between the present time and the end of 2022 as shown in Table 2.

Table 3: Total Expect RNG supply volumes 2020-2024

1 2
Expected Total RNG
Supply
(T))
2020 290
2021 950
2022 3,850
2023 5,120
2024 5,580

Figure 5 below provides a visual representation of the monthly forecast of supply versus the
monthly forecast of demand from FEI's currently enrolled RNG customers to the end of 2022. In
this figure, the sum of the area under the total monthly supply line between the start of January
and the end of December 2022 is equivalent to the 3,850 TJ shown in Table 3 above. Figure 5
demonstrates how the supply of RNG, including all current and expected future suppliers, will
outgrow the current demand from existing customers, leading to an excess supply which will
allow FEI to add new customers to the RNG Program. The total monthly supply includes RNG
volumes from all new projects listed in Table 2, which also takes into account a ramp up period
in production. The total monthly demand shows the un-curtailed contracted volumes of FEI's
current RS 11B Long Term BERC Rate customers as well the forecasted demand from all other
currently enrolled customers, but does not include any incremental demand from potential new
customer enrolments under any RNG rate schedule. As discussed below, FEI has additional
customers interested in entering Long Term BERC Rate contracts once additional supply is
available.
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Figure 5: Monthly RNG Supply and Demand 2020-2022
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Figure 5 shows how, beginning in September of 2021, the available supply will grow beyond the
demand from FEIs currently enrolled customers. In 2022, FEI expects the demand from
currently enrolled customers to be approximately 580 TJs for the year, while the volume of
supply is expected to exceed 3,800 TJs, or nearly seven times the volume of demand. This
excess supply represents the volumes available to serve new customers.

Although FEI has not permitted new participants to enrol in the RNG Program since 2019, a
number of large volume customers have made their interest in RNG known to FEI. FEI is
currently aware of up to 4 PJs of potential incremental demand for RNG from such customers.
The revised BERC Rate has been successful in increasing customer enrolment, sales volume
and revenue. FEI believes that maintaining the current BERC rate methodology will be
essential to maintaining the interest of new customers enrolling in the RNG Program in 2021
and increasing demand for this new RNG supply.

4. BVA BALANCE, BERC RATES, CCRA RATE, AND CARBON TAX
FOR THE PERIOD JANUARY 1, 2016 TO JANUARY 1, 2020

4.1 BVABALANCE

The following tables present the BVA balances for January 1 of each year from the date of
implementation of the revised BERC rate methodology to date. The January 1 balance
represents the value of RNG inventory at the start of each year, valued at the Short Term BERC
Rate in effect at that time. In 2017 FEI sold more RNG than it had avilable, while there was a
timing difference with its purchase of carbon offsets in 2018, which resulted in the negative
opening value for January 1, 2018.
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Table 4. BVA Balance

1-Jan-17 1-Jan-18 1-Jan-19 1-Jan-20

The BVA balance ($000) S 3410 S (471.0) - S 1.5

4.2 SHORT TERM AND LONG TERM BERC RATE

Following the Decision, FEI implemented the revised BERC rate methodology, resulting in a
Short Term BERC Rate on October 1, 2016 of $10.209 per GJ. On January 1 of the following
years, the Short Term BERC rate was changed to reflect the change in the CCRA Rate and the
Carbon Tax rate. The Long term BERC Rate is based on the higher of the $1 discounted rate
from the Short Term BERC Rate, or the $10 per GJ floor rate. The Long Term BERC Rate has
been set at $10 per GJ since implementation of the Decision, which is the approved floor rate.

The following tables present the Short Term BERC Rate and Long Term BERC Rate for
January 1 of each year from the date of implementation of the revised BERC rate methodology
to date.

Table 5: Short Term and Long Term BERC Rates

1-Oct-16 1-Jan-17 1-Jan-18 1-Jan-19 1-Jan-20

The Short Term BERC Rate $10.209 | S 10.540 | $ 10.039 [ $ 10.287 | $ 10.535

The Long Term BERC Rate S 10.000 | $ 10.000 | S 10.000 | $ 10.000 | S 10.000

4.3 CCRARATE

The following tables present the CCRA Rate for January 1 of each year from the date of
implementation of the new BERC rate methodology to date.

Table 6: CCRA Rates

1-Jan-17 1-Jan-18 1-Jan-19 1-Jan-20

The CCRC $ 2050 |S 1549 |S 1549 | S 1.549

4.4 CARBON TAx

The following tables present the Carbon Tax rate’ for January 1 of each year from the date of
implementation of the new BERC rate methodology to date.

7 Carbon tax was $1.4898 since July 1, 2012, increased to $1.7381 on April 1, 2018, and increased to 1.9864 on
April 1, 2019.
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Table 7: Carbon Tax Rates

1-Jan-17 1-Jan-18 1-Jan-19 1-Jan-20

The Carbon Tax $1.4898 | $1.4898 | $ 1.7381 | $ 1.986

4.5 BVA BALANCE TRANSFER RATE BASE DEFERRAL ACCOUNT

The following tables present the costs transferred from the BVA to the BVA Balance Transfer
rate base deferral account, as of January 1 of each year from the date of implementation of the
new BERC rate methodology to date.

Table 8: BVA Balance Transfer

1-Jan-17 1-Jan-18 1-Jan-19 1-Jan-20

The costs transferred from the BVA to the BVA balance

Transfer rate base deferral account ($S000)

5. MONTHLY CUSTOMER DATA FOR THE PERIOD JANUARY 1, 2016
TO JANUARY 1, 2020

As shown in section 2 above, FEI has seen steady growth in net customer additions since the
implementation of the revised BERC rate in October 2016.

Appendix A presents the monthly data for the period from the date of implementation of the
revised BERC rate methodology Decision to date. The tables in Appendix A show the number
of customers by rate classes and offering (i.e., Short Term BERC Rate versus Long Term
BERC Rate), churn rate® by customer class, RNG sales quantities by rate class and by offering,
and RNG sales revenue by rate classes and by offering.

6. LONG-TERM CONTRACTS SUMMARY OF TERMS AND
CONDITIONS

In the Decision, FEI was directed to provide a summary of the terms and conditions that have
been included in executed contracts to date. FEI has signed three Long Term BERC Rate
agreements which have been filed with the BCUC as Tariff Supplements under RS 11B. These
three agreements are with UBC, City of Vancouver and Translink, are approved by the BCUC in
Orders G-64-18, G-212-18, and G-19-19 and filed with the BCUC under Tariff Supplements K-1,

8 Churn Rate is calculated using the number of customer drop off in the month dived by the average number of
customers in the month.
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K-2, and K-3 respectively. The tables in Appendix B summarize the contract terms and
conditions for each of the executed agreements.

7. CUSTOMER AWARENESS AND EDUCATION

FEI believes that customer knowledge and awareness levels about the RNG Program have
increased during the period from 2016 to 2019, which has contributed to the increased program
participation over that period. During 2016 to 2019, customer awareness expenditures focused
on customer research, mass market campaigns targeted towards the residential customer
segment, along with education to municipalities and commercial customers. In 2018, as it
became apparent that demand would exceed supply, customer awareness expenditures for the
RNG Program were scaled back.

In 2016, FEI contracted a customer research company to garner a better understanding of
customer perceptions and knowledge of RNG. The findings from the customer research study
indicated low familiarity of the RNG Program among FEI customers in that only 6 percent were
“very familiar” with FEI's RNG Program. Barriers to program participation were also identified
that included price, a lack of understanding of the RNG Program, scepticism around the
environmental benefits of RNG, questions about safety, lack of knowledge of how RNG is
sourced, along with how existing gas appliances in the home could function with RNG. In
addition, the research identified certain customer segments that had a higher potential for
program participation. The customer research study provided insights into the development of
new customer outreach and awareness campaigns and delivery of those campaigns through
different media channels. This new campaign was developed and launched into market in 2017
over various online channels, included behaviourally-targeted display banners, pre-roll video,
social media, and out of home channels, including radio spots and Skytrain platform posters.

In 2017, based on the research results, a redesigned customer awareness campaign launched
which encouraged the audience to learn more about the RNG Program by visiting the RNG
webpage on the Company’s site and also provided information for customers on how to sign up
for the program and choose the blend of their choice. The RNG webpage featured information
on the environmental benefits of RNG, its source, and a calculator to help customers
understand the incremental price impact to their gas bill if they enrolled into the RNG Program
and selected a particular RNG blend. Customer communications channels included
newsletters, bill inserts, radio, digital (including video and banner ads), radio and skytrain
platforms. With the new campaign and unique webpage, views to the RNG landing page (see
Table 9 below) increased significantly in 2017, both with organic searches (approximately 50
percent increase), as well as from paid media (approximately 100 percent increase). In
addition, one of the digital videos developed had strong results, generating more than 64,000
views on YouTube, and had a view rate of 84 percent on Instagram. Overall, the new customer
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awareness campaign was successful and customer participation rates in 2017 showed a 20
percent increase year over year.

In 2018, a campaign with similar messaging was launched but was scaled back as it became
apparent that the demand for RNG would exceed the available supply. As a result, the
messaging focused on the opportunity to learn more about RNG rather than encouraging
customers to enrol into the program.

Through 2019, customer knowledge and awareness expenditures were focused on sponsorship
of educational events targeting commercial and residential customer segments.

Overall, from the period of 2016 to 2019, RNG program participation rates have increased close
to 50 percent, from 7,478 at 2016 year end to 11,209 at the end of 2019, as can be seen in
Table 9 below.

Table 9: RNG Program Customer Participation and Marketing Metrics

Total RNG Unique Pageviews
Customers as at to RNG Program
December 31 Page
2016 7,478 16,388
2017 8.982 22,296
2018 10,333 11,943
2019 11,209 113

The following table provides a summary of the customer awareness expenditures for the period
from 2016 to 2019.

Table 10: RNG Program Customer Awareness Expenditures

Expenditures

Year ($000s) Description
2016 $100 Customer awareness messaging and customer research study
2017 $246 Development and launch of new awareness campaign into market

New creative continues on a scaled-back basis as indications are that

2018 $151 demand will outstrip supply

2019 $29 Customer awareness efforts very limited due to closure of enrolment

Customer participation levels, both existing and new customers, will continue to be an area of
focus as further increases in customer awareness can still be achieved. Once additional supply
volumes become available to customers in 2021 and the RNG program reopens for customer
enrolment, FEI will be able to relaunch its customer education and awareness campaigns to
encourage increases in future enrolments as well as retain currently enrolled customers.
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8. CONCLUSION

FEI believes that the evidence of increasing enrolments, volume commitments, and revenues
generated since implementation of the revised BERC rate methodology, including the Short
Term and the Long Term BERC Rates approved in the Decision, have been successful in
achieving the three overarching objectives of the BCUC Panel when it issued the Decision.®
The current BERC rate methodology has enhanced revenue and the recovery of RNG Program
costs from RNG customers, FEI has been able to manage biomethane inventory without the
need to transfer unsold biomethane, and the BERC Rate mechanism has proven to be robust,
effective, and provided for regulatory efficiency as it has been unnecessary to file subsequent
applications since the Decision.

Although the RNG Program is currently fully subscribed, FEI is expecting significant new
volumes of RNG supply to become available in the later part of 2021. With the new oncoming
supply volumes, FEI will be able to reopen enrolment to satisfy the growing customer demand
that the program is currently not able to fulfil. FEI expects that once supply becomes available,
participation in the RNG Program will continue to grow.

In the meantime, both the supply and demand forecasts for RNG are somewhat fluid and may
respond to market signals beyond the BERC rate methodology. Outside factors such as
government policies, legislative and regulatory changes, climate change objectives, and the
ongoing COVID-19 pandemic can affect the timing and magnitude of both supply and demand.
FEI will continue to monitor these developments and assess their impact on the long-term
balance between supply and demand.

Given the current state of supply and demand, FEI is satisfied that the BERC rate methodology
in place remains appropriate and that changes are not necessary at this time. If warranted in
future, FEI will bring forward an application to the BCUC for approval of any changes to the
BERC rate methodology or the RNG Program.

9 Decision, p. 17.
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Table 1: Number of Customers by Rate Classes and by Offering
Date [# of customers | # of customers | # of customers | # of customers| # of customers # of customers | # of customers
Jan-16 6,630 125 11 0 4 6,770 0
Feb-16 6,637 127 11 0 4 6,779 0
Mar-16 6,624 128 11 0 5 6,768 0
Apr-16 6,630 130 11 0 5 6,776 0
May-16 6,661 130 11 0 5 6,807 0
Jun-16 6,705 131 11 0 5 6,852 0
Jul-16 6,764 131 11 0 5 6,911 0
Aug-16 6,832 131 11 0 5 6,979 0
Sep-16 6,918 130 11 0 5 7,064 0
Oct-16 6,942 132 11 0 5 7,090 0
Nov-16 7,111 146 13 0 5 7,275 0
Dec-16 7,305 154 14 0 5 7,478 0
Jan-17 7,448 158 15 0 5 7,626 0
Feb-17 7,558 159 15 0 5 7,737 0
Mar-17 7,615 159 15 0 5 7,794 0
Apr-17 7,685 158 16 0 5 7,864 0
May-17 7,767 166 17 0 5 7,955 0
Jun-17 7,894 165 17 0 5 8,081 0
Jul-17 8,036 168 17 0 5 8,226 0
Aug-17 8,158 172 17 0 5 8,352 0
Sep-17 8,296 171 17 0 5 8,489 0
Oct-17 8,481 171 17 0 4 8,673 1
Nov-17 8,625 175 16 0 4 8,820 1
Dec-17 8,781 180 16 0 4 8,981 1
Jan-18 8,900 180 16 0 4 9,100 1
Feb-18 9,035 181 16 0 4 9,236 1
Mar-18 9,104 181 15 0 4 9,304 1
Apr-18 9,216 181 14 0 4 9,415 1
May-18 9,301 184 14 0 4 9,503 1
Jun-18 9,380 191 14 0 4 9,589 1
Jul-18 9,487 192 14 0 4 9,697 1
Aug-18 9,577 197 14 0 4 9,792 1
Sep-18 9,719 195 14 0 4 9,932 1
Oct-18 9,848 198 14 1 4 10,065 2
Nov-18 9,982 202 14 1 4 10,203 2
Dec-18 10,108 205 14 0 4 10,331 2
Jan-19 10,215 203 16 0 4 10,438 2
Feb-19 10,330 208 16 0 4 10,558 3
Mar-19 10,379 207 16 1 4 10,607 3
Apr-19 10,462 206 17 1 4 10,690 3
May-19 10,573 206 17 1 4 10,801 3
Jun-19 10,700 208 17 1 3 10,929 3
Jul-19 10,844 220 17 1 3 11,085 3
Aug-19 10,942 222 17 1 3 11,185 3
Sep-19 10,935 221 17 2 3 11,178 3
Oct-19 10,939 219 17 1 2 11,178 3
Nov-19 11,014 218 17 1 2 11,252 3
Dec-19 10,968 217 17 2 2 11,206 3
Jan-20 10,914 214 16 2 2 11,148 3
Feb-20 10,855 209 16 2 2 11,084 3
Mar-20 10,792 204 15 2 2 11,015 3
Apr-20 10,729 203 15 2 2 10,951 3
May-20 10,706 203 15 2 2 10,928 3
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FORTISBC ENERGY INC. FORTIS BC
APPENDIX A — MONTHLY CUSTOMER DATA

Table 2: Churn Rate! by Rate Classes and by Offering

Date Churn Rate Churn Rate Churn Rate Churn Rate Churn Rate Churn Rate
Jan-16 1.2% 7.2% 27.3% 0.0% 0.0% 0.0%
Feb-16 1.0% 0.0% 9.1% 0.0% 0.0% 0.0%
Mar-16 0.9% 0.0% 9.1% 0.0% 0.0% 0.0%
Apr-16 1.0% 0.0% 9.1% 0.0% 0.0% 0.0%
May-16 1.2% 1.6% 9.1% 0.0% 0.0% 0.0%
Jun-16 1.5% 0.0% 9.1% 0.0% 0.0% 0.0%
Jul-16 1.4% 0.8% 9.1% 0.0% 0.0% 0.0%
Aug-16 1.3% 1.6% 9.1% 0.0% 0.0% 0.0%
Sep-16 1.0% 0.8% 9.1% 0.0% 0.0% 0.0%
Oct-16 1.8% 0.8% 9.1% 0.0% 0.0% 0.0%
Nov-16 1.4% 0.7% 8.3% 0.0% 0.0% 0.0%
Dec-16 1.0% 0.0% 8.0% 0.0% 0.0% 0.0%
Jan-17 1.1% 1.4% 7.7% 0.0% 0.0% 0.0%
Feb-17 0.9% 2.1% 7.7% 0.0% 0.0% 0.0%
Mar-17 1.0% 2.8% 7.7% 0.0% 0.0% 0.0%
Apr-17 1.2% 0.7% 7.4% 0.0% 0.0% 0.0%
May-17 1.3% 0.0% 7.1% 0.0% 0.0% 0.0%
Jun-17 1.1% 2.1% 7.1% 0.0% 0.0% 0.0%
Jul-17 1.5% 1.4% 7.1% 0.0% 0.0% 0.0%
Aug-17 1.3% 0.0% 7.1% 0.0% 0.0% 0.0%
Sep-17 1.0% 0.7% 7.1% 0.0% 0.0% 0.0%
Oct-17 1.2% 1.3% 14.3% 0.0% 25.0% 0.0%
Nov-17 1.1% 0.0% 14.8% 0.0% 0.0% 0.0%
Dec-17 1.1% 0.0% 7.4% 0.0% 0.0% 0.0%
Jan-18 0.9% 2.0% 7.4% 0.0% 0.0% 0.0%
Feb-18 0.7% 2.0% 7.4% 0.0% 0.0% 0.0%
Mar-18 1.0% 2.6% 15.4% 0.0% 0.0% 0.0%
Apr-18 0.9% 2.6% 16.0% 0.0% 0.0% 0.0%
May-18 1.3% 0.0% 8.0% 0.0% 0.0% 0.0%
Jun-18 1.4% 1.3% 8.0% 0.0% 0.0% 0.0%
Jul-18 1.3% 0.6% 8.0% 0.0% 0.0% 0.0%
Aug-18 1.2% 0.0% 8.0% 0.0% 0.0% 0.0%
Sep-18 1.0% 2.5% 8.0% 0.0% 0.0% 0.0%
Oct-18 1.0% 1.9% 8.0% 0.0% 0.0% 0.0%
Nov-18 1.0% 2.4% 8.0% 0.0% 0.0% 0.0%
Dec-18 0.9% 0.0% 8.0% 0.0% 0.0% 0.0%
Jan-19 1.1% 3.6% 7.4% 0.0% 0.0% 0.0%
Feb-19 0.9% 1.8% 7.4% 0.0% 0.0% 0.0%
Mar-19 1.1% 3.0% 7.4% 0.0% 0.0% 0.0%
Apr-19 0.9% 1.8% 7.1% 0.0% 0.0% 0.0%
May-19 1.0% 1.8% 7.1% 0.0% 0.0% 0.0%
Jun-19 1.1% 1.8% 7.1% 0.0% 25.0% 0.0%
Jul-19 1.0% 1.7% 14.3% 0.0% 0.0% 0.0%
Aug-19 1.2% 0.6% 0.0% 0.0% 0.0% 0.0%
Sep-19 0.8% 0.6% 0.0% 0.0% 0.0% 0.0%
Oct-19 0.9% 1.2% 0.0% 0.0% 25.0% 0.0%
Nov-19 0.7% 1.7% 0.0% 0.0% 0.0% 0.0%
Dec-19 0.5% 0.6% 0.0% 0.0% 0.0% 0.0%
Jan-20 0.6% 1.8% 7.4% 0.0% 0.0% 0.0%
Feb-20 0.6% 3.0% 0.0% 0.0% 0.0% 0.0%
Mar-20 0.6% 3.0% 7.7% 0.0% 0.0% 0.0%
Apr-20 0.7% 0.6% 0.0% 0.0% 0.0% 0.0%
May-20 0.3% 0.0% 0.0% 0.0% 0.0% 0.0%

1 Churn Rate is calculated using the number of customer drop off in the month dived by the average number of
customers in the month.
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FORTISBC ENERGY INC. FORTIS BC"
APPENDIX A — MONTHLY CUSTOMER DATA

Table 3: RNG Sales Quantity by Rate Classes and by Offering

RNG Sales Quantity (TJ)
Rate 11B | Rate 30 Off
Date Rate 1B Rate 2B Rate 3B | Rate 5B Rate 11B Total
Long term System

Jan-16 9.0 1.4 1.4 0.00 7.60 0.00 0.00 19.5
Feb-16 7.0 0.6 0.3 0.00 7.52 0.00 0.00 15.4
Mar-16 6.3 0.5 0.8 0.00 7.16 0.00 0.00 14.7
Apr-16 3.3 0.6 0.4 0.00 7.28 0.00 0.00 11.5
May-16 2.4 0.2 0.3 0.00 11.50 0.00 0.00 14.3
Jun-16 1.9 0.2 0.2 0.00 7.02 0.00 0.00 9.3
Jul-16 1.7 0.1 0.2 0.00 6.97 0.00 0.00 9.0
Aug-16 1.6 0.2 0.2 0.00 6.92 0.00 0.00 9.0
Sep-16 2.2 0.2 0.2 0.00 7.07 0.00 0.00 9.7
Oct-16 45 0.4 0.3 0.00 7.35 0.00 0.00 12.5
Nov-16 7.0 0.9 0.6 0.00 7.38 0.00 0.00 15.8
Dec-16 13.6 1.5 1.0 0.00 5.79 0.00 0.78 22.7
Jan-17 13.8 2.1 0.9 0.00 5.88 0.00 0.00 22.7
Feb-17 11.6 1.6 0.7 0.00 7.61 0.00 0.00 21.5
Mar-17 9.3 1.4 0.8 0.00 9.43 0.00 0.00 21.0
Apr-17 6.7 0.6 1.5 0.00 11.27 0.00 0.00 20.1
May-17 43 0.9 1.0 0.00 8.05 0.00 0.00 14.2
Jun-17 2.6 0.4 0.4 0.00 7.61 0.00 0.00 11.0
Jul-17 2.2 0.3 0.6 0.00 8.24 0.00 0.00 11.3
Aug-17 2.0 0.3 1.0 0.00 6.52 0.00 0.00 9.8
Sep-17 2.4 0.3 1.1 0.00 7.59 0.00 0.00 11.5
Oct-17 7.1 1.0 1.6 0.00 4.95 5.92 0.00 20.5
Nov-17 10.9 1.8 3.1 0.00 9.22 5.68 0.00 30.8
Dec-17 15.4 2.5 3.6 0.00 12.31 5.00 0.00 38.8
Jan-18 13.67 2.34 3.48 0.00 2.15 5.92 0.00 27.6
Feb-18 14.35 2.46 1.08 0.00 15.90 5.92 0.00 39.7
Mar-18 11.88 2.08 4.19 0.00 7.79 5.21 0.00 31.2
Apr-18 7.85 0.88 0.98 0.00 8.86 0.55 0.00 19.1
May-18 3.20 0.62 0.57 0.00 2.68 3.44 0.00 10.5
Jun-18 3.08 0.43 0.42 0.00 2.50 5.92 0.00 12.3
Jul-18 2.66 0.30 0.29 0.00 2.43 5.84 0.00 11.5
Aug-18 2.43 0.47 0.31 0.00 2.02 5.39 0.00 10.6
Sep-18 3.83 0.55 0.41 0.00 1.78 5.92 0.00 12.5
Oct-18 7.96 1.09 0.97 0.00 -0.07 9.47 0.00 19.4
Nov-18 11.24 1.66 1.07 0.07 3.30 23.87 0.00 41.2
Dec-18 14.73 231 0.68 0.05 1.90 20.89 0.00 40.6
Jan-19 16.0 2.6 3.1 0.24 1.89 24.09 0.00 47.9
Feb-19 18.7 2.9 0.9 0.56 5.33 19.41 0.00 47.8
Mar-19 12.9 2.1 33 0.82 3.51 20.43 0.00 43.0
Apr-19 8.0 0.7 1.4 0.57 1.64 18.93 0.00 31.3
May-19 4.2 1.0 0.9 0.22 1.57 14.93 0.00 22.8
Jun-19 3.2 0.4 0.7 0.12 1.37 13.83 0.00 19.5
Jul-19 3.1 0.4 0.7 0.08 1.42 13.83 0.00 19.6
Aug-19 2.9 0.4 0.4 2.50 0.15 1.38 0.00 7.8
Sep-19 3.9 0.6 0.5 0.98 -0.01 0.00 0.00 6.0
Oct-19 10.2 2.0 1.9 1.89 0.00 0.00 0.00 16.0
Nov-19 13.8 2.6 1.2 2.41 0.00 0.00 0.00 20.0
Dec-19 16.6 3.1 2.1 11.62 0.00 0.00 0.00 33.4
Jan-20 17.8 3.6 22 -5.71 0.00 0.00 0.00 17.9
Feb-20 15.5 3.0 2.0 2.95 0.00 23.46 0.00 46.8
Mar-20 13.8 2.9 3.1 1.12 0.00 5.56 0.00 26.5
Apr-20 9.3 1.2 0.7 3.85 0.00 10.76 0.00 25.8
May-20 5.0 1.2 3.0 1.26 0.00 8.93 0.00 19.4
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FORTISBC ENERGY INC. FORTIS BC"
APPENDIX A — MONTHLY CUSTOMER DATA

Table 4: RNG Sales Revenue by Rate Classes and by Offering

RNG Revenue ($000)

Rate 11B | Rate 30 Off
Date Rate 1B Rate 2B | Rate 3B | Rate 5B Rate 11B Total
Long term System
Jan-16 130.19 20.87 20.02 - 109.54 - - 280.62
Feb-16 100.56 8.85 4.30 - 108.43 - - 222.14
Mar-16 90.35 7.63 10.82 - 103.17 - - 211.96
Apr-16 47.33 8.52 5.62 - 104.89 - - 166.36
May-16 34.15 2.69 4.00 - 165.78 - - 206.61
Jun-16 27.34 2.42 3.57 - 101.12 - - 134.46
Jul-16 24.07 2.11 2.90 - 100.48 - - 129.56
Aug-16 23.16 3.37 3.19 - 99.70 - - 129.42
Sep-16 32.11 3.58 2.29 - 101.94 - - 139.92
Oct-16 46.31 3.74 2.79 - 104.67 - - 157.52
Nov-16 71.00 8.91 6.59 - 46.58 - - 133.07
Dec-16 139.29 15.61 10.26 - 59.14 - 11.20 235.49
Jan-17 145.88 21.89 9.21 - 62.26 - 3.52 242.76
Feb-17 121.92 17.10 7.17 - 80.22 - - 226.42
Mar-17 98.44 15.11 8.47 - 99.44 - - 221.45
Apr-17 70.87 6.32 15.53 - 118.79 - - 211.51
May-17 45.74 9.25 10.12 - 84.85 - - 149.96
Jun-17 26.95 3.72 4.63 - 80.15 - - 115.46
Jul-17 22.88 3.15 6.54 - 86.81 - - 119.38
Aug-17 21.22 3.14 10.05 - 68.77 - - 103.18
Sep-17 25.60 3.55 12.05 - 79.98 - - 121.19
Oct-17 74.98 10.27 16.70 - 54.35 59.16 - 215.46
Nov-17 115.18 19.24 32.62 - 95.44 56.81 - 319.28
Dec-17 161.89 26.05 38.13 - 128.37 50.00 - 404.43
Jan-18 137.67 23.52 35.14 - 23.36 59.16 - 278.85
Feb-18 144.04 24.65 26.21 - 158.89 59.16 - 412.95
Mar-18 119.27 20.89 26.70 - 78.19 52.12 - 297.17
Apr-18 78.75 8.83 9.87 - 88.91 5.48 - 191.85
May-18 32.08 6.25 5.76 - 26.85 34.37 - 105.32
Jun-18 31.00 4.29 4.25 - 25.12 59.16 - 123.82
Jul-18 26.67 3.04 2.92 - 24.43 58.35 - 115.41
Aug-18 24.38 4.73 3.12 - 20.27 53.88 - 106.38
Sep-18 38.41 5.52 4.12 - 17.88 59.16 - 125.09
Oct-18 79.89 10.92 9.76 - (0.70) 94.90 - 194.76
Nov-18 112.83 16.62 10.77 0.68 33.17 239.00 - 413.07
Dec-18 147.73 23.20 6.84 0.50 19.09 209.25 - 406.62
Jan-19 164.51 27.15 31.39 2.51 19.43 244.64 - 489.63
Feb-19 192.71 29.49 8.76 5.77 54.80 197.85 - 489.38
Mar-19 132.50 21.36 34.21 8.41 36.15 195.99 - 428.63
Apr-19 82.24 7.39 14.64 5.89 16.86 189.33 - 316.35
May-19 42.82 10.61 9.05 2.23 16.17 149.34 - 230.22
Jun-19 32.55 3.65 7.06 1.26 14.06 138.34 - 196.93
Jul-19 31.73 4.73 7.56 0.80 14.58 138.34 - 197.74
Aug-19 30.20 4.46 4.07 25.75 1.58 13.82 - 79.89
Sep-19 40.09 6.47 5.53 10.09 (0.14) - - 62.04
Oct-19 104.97 21.02 19.03 19.39 - - - 164.41
Nov-19 141.69 26.43 12.57 95.79 - - - 276.47
Dec-19 170.31 31.91 21.60 48.56 - - - 272.38
Jan-20 187.67 37.64 23.07 (57.91) - - - 190.47
Feb-20 162.86 31.50 20.65 31.12 - 234.59 - 480.72
Mar-20 145.72 30.18 32.46 11.80 - 55.62 - 275.78
Apr-20 98.31 12.68 6.89 40.54 - 107.61 - 266.03
May-20 52.73 12.17 31.68 13.32 - 89.27 - 199.17
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FORTISBC ENERGY INC.

FORTIS BC

APPENDIX B — SUMMARY OF LONG TERM CONTRACTS TERMS AND CONDITIONS

Table 1: Summary of UBC Long Term BERC Rate Contract

Topic

Terms and Conditions

Contract Term 10 years
Contract Price $10 per GJ
Quantity over the term of the

contract 710TJs
Minimum Annual Quantity 71TJs

Additional Quantity

subject to availability, the customer may purchase additional
quantity up to the Maximum Annual Quantity.

Maximum Annual Quantity

104 TJs

Early Termination Provision

By providing one year's notice and by paying 50% of the
Termination Payment.

Termination Payment

() The Minimum Annual Quantity multiplied by (ii) the BERC less
the CCRA Rate; and (iii) the lesser of the number of years
(calculated to include part years) remaining in the terms of the
Agreement if the Agreement had not been terminated and two
years.

Rate Escalation

Annual Adjustment of the Contract Price equals: $10 per GJ
multiplied by 50% increase of the Consumer Price Index
(Canada) over the previous year.

Effective Date

July 1, 2017 (Agreement), October 1, 2017 (BCUC Approval)?!

Expiry Date June 30, 2027
The higher of: (a) the Long Term BERC rate or (b) the sum of the
Floor Price following: (i) the approved January 1st CCRA RATE; (ii) carbon

tax; (iii) any other taxes applicable to conventional natural gas
sales.

Price adjustment after the fifth
year

The higher of: (a) the Long Term BERC rate or (b) the sum of the
following: (i) the approved January 1st CCRA RATE; (ii) carbon
tax; (iii) any other taxes applicable to conventional natural gas
sales.

1 BCUC Order G-64-18.
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FORTISBC ENERGY INC. FORTIS BC"
APPENDIX B — SUMMARY OF LONG TERM CONTRACTS TERMS AND CONDITIONS

Table 2: Summary of City of Vancouver Long Term BERC Rate Contract

Topic Terms and Conditions

Contract Term 5 years

Renewal Term a term of 5 years
Contract Price $10 per GJ
Quantity over the term of the 360 TJs

contract

Year 1: 83 TJs
Year 2: 98 TJs
Year 3: 93 TJs
Year 4. 33 TJs
Year 5: 53 TJs
Each year of the renewal term: 40 TJs

Minimum Annual Quantity

subject to availability, the customer may purchase additional
Additional Quantity guantity with a yearly total quantity not exceeding Maximum
Annual Quantity .

Year 1: 95TJs

Year 2: 150 TJs

Year 3: 150 TJs

Year 4. 150 TJs

Year 5: 150 TJs

Each year of the renewal term: 150 TJs

Maximum Annual Quantity

By providing one year's notice and by paying 50% of the

Early Termination Provision Termination Payment.

(a)The Minimum Annual Quantity for the lesser of: (i) the
Termination Payment remaining term of the agreement, and (ii) 2 years; multiplied by
(b) the BERC less the CCRA RATE .

Annual Adjustment of the Contract Price equals: $10 per GJ

Rate Escalation multiplied by 50% increase of the Consumer Price Index
(Canada) over the previous year.
Effective Date October 1, 20182
Expiry Date September 30, 2023
the sum of the following: (i) the approved January 1st CCRA
Floor Price RATE in each year of the Renewal Term; (ii) carbon tax; (iii) any

other taxes applicable to conventional natural gas sales.

The higher of (a) the Adjusted Long Term BERC rate or (b) the
Floor Price.

Renewal Term Charge

2 BCUC Order G-212-18.

PAGE 2



FORTISBC ENERGY INC. FORTIS BC
APPENDIX B — SUMMARY OF LONG TERM CONTRACTS TERMS AND CONDITIONS

Table 3: Summary of Translink Long Term BERC Rate Contract

Topic Terms and Conditions

Contract Term 5 years

Renewal Term a term of 5 years
Contract Price $10 per GJ
Quantity over the term of the 1,050 TJs
contract

Year 1: 50 TJs
Year 2: 100 TJs
Minimum Annual Quantity Year 3: 150 TJs
Year 4: 250 TJs
Year 5: 500 TJs

By providing one year's notice and by paying 50% of the
Termination Payment.

Early Termination Provision

(&)The Minimum Annual Quantity for the lesser of: (i) the
Termination Payment remaining term of the agreement, and (ii) 2 years; multiplied by
(b) the BERC less the CCRA RATE.

Annual Adjustment of the Contract Price equals: $10 per GJ

Rate Escalation multiplied by 50% increase of the Consumer Price Index
(Canada) over the previous year.
Effective Date February 1, 20192
Expiry Date January 31, 2024
the sum of the following: (i) the approved January 1st CCRA
Floor Price RATE in each year of the Renewal Term; (ii) carbon tax; (iii) any

other taxes applicable to conventional natural gas sales.

The higher of (a) the Adjusted Long Term BERC rate or (b) the
Floor Price.

Renewal Term Charge

8 BCUC Order G-19-19.

PAGE 3



Attachment 40.1

REFER TO LIVE SPREADSHEET MODEL

Provided in electronic format only

(accessible by opening the Attachments Tab in Adobe)



	BCUC 2022 GCOC Stage 1 - FortisBC Response to CEC IR1 - Cover Letter
	BCUC 2022 GCOC Stage 1 - FortisBC Response to CEC IR1 - Redacted
	1. Reference:  Exhibit A-11, BCUC IR 1 series, page 1&2; Exhibit B1-8, page 1-2.
	2. Reference:  Exhibit A-11, BCUC IR 1 series, Page 2; Exhibit B1-8, page 10 and 2
	3. Reference:  Exhibit A-11, BCUC IR 4.4 series, Page 5
	4. Reference:  Exhibit B1-8-1, Appendix D, page 5
	5. Reference:  Exhibit B1-8, page 38
	6. Reference:  Exhibit B1-8-1, page 9 and 83
	7. Reference:  Exhibit B1-8-1, page 16
	8. Reference:   Exhibit A11, BCUC IR14, page 15; Exhibit B1-8-1, page 5
	9. Reference:   Exhibit B1-8-1, page 81-82
	10. Reference:   Exhibit A11, BCUC IR#16, Q16, Page 17
	11. Reference:   Exhibit B1-8-1, Appendix A, page 119-120
	12. Reference:   Exhibit B1-8-1, Appendix C, page 105
	13. Reference:  Exhibit A11, BCUC IR24, Page 26
	14. Reference:  Exhibit B1-8-1, Appendix B, page 19
	15. Reference:  Exhibit B1-8-1, Appendix B, pages 28 and 29
	16. Reference:  Exhibit B1-8-1, Appendix B, page 41
	17. Reference:  Exhibit B1-8-1, Appendix B, pages 41 and 49
	18. Reference:   Exhibit B1-8-1, Appendix B, page 51; Exhibit B1-8-1, Appendix D-7.1, Historic Financial Information
	19. Reference:   Exhibit A11, BCUC IR39, Page 46-48
	20. Reference:   Exhibit A11, BCUC IR42, Page 53; Exhibit B1-8-1 Appendix C, Exhibit JMC-FEI-5, Page 2
	21. Reference:  Exhibit A11, BCUC IR45, Page 57
	22. Reference:   Exhibit B1-8-1, Appendix C, page 91
	23. Reference:   Exhibit B1-8-1, Appendix C, page 91
	24. Reference:   Exhibit A11, BCUC IR53, Page 63
	25. Reference:   Exhibit B1-8-1, Appendix C, page 151 and 133
	26. Reference:   Exhibit B1-8 page 9
	27. Reference:   Exhibit B1-8, page 10
	28. Reference:   Exhibit B1-8, page 10
	29. Reference:   Exhibit B1-8, page 12 and https://www.investopedia.com/ask/answers/041415/variance-good-or-bad-stock-investors.asp
	30. Reference:   Exhibit B1-8, page 12
	FORTISBC ENERGY INC.
	31. Reference:   Exhibit B1, page 18 and Appendix A page 17 and page 18
	32. Reference:   Exhibit B1-8, page 18 and Exhibit B1-8-1 Appendix A page 21
	33. Reference:   Exhibit B1-8-1 Appendix A, page 22
	34. Reference:   Exhibit B1-8, page 15 and Exhibit B1-8-1 Appendix A page 28 and page 29
	35. Reference:   Exhibit B1-8-1, Appendix A page 33-34, and page 35
	36. Reference:   Exhibit B1-8, pages 15 and 16
	37. Reference:   Exhibit B1-8, page 19
	38. Reference:   Exhibit B1-8, page 16
	39. Reference:   Exhibit B1-8, page 16 and Exhibit B1-8-1 Appendix A page 119
	40. Reference:   Exhibit B1-9-8-1, Appendix A page 120
	41. Reference:   Exhibit B1-8-1, Appendix A page 120 and 121
	42. Reference:   Exhibit B1-8, Appendix A, Section 5
	43. Reference:   Exhibit B1-8-1, Appendix A Section 6
	FORTISBC
	44. Reference:   Exhibit B1-8, page 17 and page 18 and Exhibit B1-8-1, Appendix B, page 11
	45. Reference:   Exhibit B1-8, page 11 and page 12
	46. Reference:   Exhibit B1-8-1, Appendix B, page 30
	47. Reference:   Exhibit B1-8, page 18 and Exhibit B1-8-1, Appendix B page 13
	48. Reference:   Exhibit B1-8-1, Appendix B, page 11 and Exhibit B1-8, Appendix B page 18
	49. Reference:   Exhibit B1-8, page 15
	50. Reference:   Exhibit B1-8, page 18 and Exhibit B1-8-1, Appendix B page 16
	51. Reference:   Exhibit B1-8, page 19
	52. Reference:   Exhibit B1-8, page 19 and Exhibit B1-8-1 page 30
	53. Reference:  Exhibit B1-8-1 Appendix B, page 41 and Exhibit B1-8, page 19
	54. Reference:   Exhibit B1-8, page 20
	55. Reference:   Exhibit B1-8, page 20
	Effective Dates for Approved ROE and Capital Structure
	56. Reference:   Exhibit B1-8 page 51
	Choice of Benchmark Utility
	57. Reference:   Exhibit B1-8 page 53
	Automatic Adjustment Mechanism
	58. Reference:   Exhibit B1-8, page 56
	59. Reference:   Exhibit B1-8, page 57
	Triggers for Future Applications
	60. Reference:   Exhibit B1-8, page 62

	Attachments (View Attachments panel for Excel spreadsheets)
	23.2 - Live Spreadsheet - FILED CONFIDENTIALLY
	25.1 - Live Spreadsheet - FILED CONFIDENTIALLY
	29.3 - Live Spreadsheet
	36.2
	40.1 - Live Spreadsheet



Sheet1

				FTS

		FTS CN Equity

		Date		PX_LAST								Low		High		Variability

		12/31/21		61.03						2021		49.00		61.16		24.8%

		12/30/21		61.14						2020		42.20		58.83		39.4%

		12/29/21		61.16						2019		44.27		56.78		28.3%

		12/24/21		60.64						2018		39.69		47.05		18.5%

		12/23/21		60.74						2017		40.87		48.59		18.9%

		12/22/21		60.99

		12/21/21		60.91

		12/20/21		60.72

		12/17/21		60.51

		12/16/21		60.17

		12/15/21		60.01

		12/14/21		59.75

		12/13/21		58.8

		12/10/21		57.98

		12/9/21		57.74

		12/8/21		57.84

		12/7/21		57.78

		12/6/21		57.25

		12/3/21		56.31

		12/2/21		56.04

		12/1/21		55.45

		11/30/21		55.26

		11/29/21		55.96

		11/26/21		55.93

		11/25/21		56.1

		11/24/21		56.11

		11/23/21		56.55

		11/22/21		56.53

		11/19/21		56.32

		11/18/21		55.63

		11/17/21		55.96

		11/16/21		55.63

		11/15/21		56.44

		11/12/21		56.14

		11/11/21		56.63

		11/10/21		56.96

		11/9/21		56.43

		11/8/21		56.19

		11/5/21		56.11

		11/4/21		55.95

		11/3/21		55.5

		11/2/21		55.22

		11/1/21		55.27

		10/29/21		55.09

		10/28/21		54.91

		10/27/21		55.02

		10/26/21		55.24

		10/25/21		55.13

		10/22/21		55.07

		10/21/21		55.12

		10/20/21		55.45

		10/19/21		55.49

		10/18/21		56.34

		10/15/21		56.44

		10/14/21		56.76

		10/13/21		56.44

		10/12/21		55.94

		10/8/21		55.76

		10/7/21		56.4

		10/6/21		56.38

		10/5/21		55.58

		10/4/21		55.97

		10/1/21		55.93

		9/30/21		56.19

		9/29/21		56.22

		9/28/21		56.03

		9/27/21		56.45

		9/24/21		57.09

		9/23/21		57.14

		9/22/21		58.43

		9/21/21		58.31

		9/20/21		57.71

		9/17/21		57.49

		9/16/21		58.02

		9/15/21		58.35

		9/14/21		58.36

		9/13/21		58.17

		9/10/21		58.06

		9/9/21		58.18

		9/8/21		58.64

		9/7/21		57.25

		9/3/21		57.79

		9/2/21		58.05

		9/1/21		57.92

		8/31/21		57.8

		8/30/21		57.76

		8/27/21		57.7

		8/26/21		57.72

		8/25/21		57.44

		8/24/21		57.61

		8/23/21		58.05

		8/20/21		58.55

		8/19/21		58.34

		8/18/21		57.91

		8/17/21		58.78

		8/16/21		58.79

		8/13/21		58.21

		8/12/21		57.87

		8/11/21		57.77

		8/10/21		57.4

		8/9/21		57.4

		8/6/21		57.16

		8/5/21		57.14

		8/4/21		57.05

		8/3/21		56.82

		7/30/21		56.58

		7/29/21		56.16

		7/28/21		56.23

		7/27/21		56.19

		7/26/21		55.81

		7/23/21		56.06

		7/22/21		55.83

		7/21/21		55.9

		7/20/21		55.96

		7/19/21		56.4

		7/16/21		56.26

		7/15/21		55.94

		7/14/21		55.67

		7/13/21		55.52

		7/12/21		55.44

		7/9/21		55.61

		7/8/21		55.89

		7/7/21		55.38

		7/6/21		55.39

		7/5/21		55.1

		7/2/21		54.76

		6/30/21		54.87

		6/29/21		55.25

		6/28/21		55.87

		6/25/21		56.04

		6/24/21		56.12

		6/23/21		55.94

		6/22/21		56.35

		6/21/21		56.53

		6/18/21		56.56

		6/17/21		56.94

		6/16/21		56.77

		6/15/21		56.96

		6/14/21		56.67

		6/11/21		56.47

		6/10/21		56.33

		6/9/21		55.97

		6/8/21		55.49

		6/7/21		55.52

		6/4/21		55.25

		6/3/21		55.05

		6/2/21		54.85

		6/1/21		54.44

		5/31/21		54.82

		5/28/21		55.12

		5/27/21		54.91

		5/26/21		55.14

		5/25/21		55.14

		5/21/21		55.23

		5/20/21		55.29

		5/19/21		54.9

		5/18/21		55.08

		5/17/21		54.77

		5/14/21		55.02

		5/13/21		55.12

		5/12/21		54.86

		5/11/21		54.81

		5/10/21		54.99

		5/7/21		54.97

		5/6/21		54.95

		5/5/21		54.5

		5/4/21		54.77

		5/3/21		54.91

		4/30/21		54.83

		4/29/21		54.54

		4/28/21		54.52

		4/27/21		54.87

		4/26/21		54.99

		4/23/21		55.37

		4/22/21		55.87

		4/21/21		56.14

		4/20/21		55.81

		4/19/21		55.26

		4/16/21		55.04

		4/15/21		54.79

		4/14/21		55.17

		4/13/21		55.28

		4/12/21		54.74

		4/9/21		54.79

		4/8/21		54.92

		4/7/21		55.04

		4/6/21		55.05

		4/5/21		54.89

		4/1/21		54.46

		3/31/21		54.53

		3/30/21		54.58

		3/29/21		55.11

		3/26/21		54.7

		3/25/21		54.32

		3/24/21		53.93

		3/23/21		53.97

		3/22/21		53.77

		3/19/21		53.59

		3/18/21		53.13

		3/17/21		53.01

		3/16/21		53.17

		3/15/21		52.92

		3/12/21		52.41

		3/11/21		52.04

		3/10/21		52.05

		3/9/21		51.78

		3/8/21		51.34

		3/5/21		50.21

		3/4/21		50.07

		3/3/21		49.71

		3/2/21		49.94

		3/1/21		49.69

		2/26/21		49

		2/25/21		49.67

		2/24/21		49.32

		2/23/21		49.79

		2/22/21		50

		2/19/21		50.31

		2/18/21		51.47

		2/17/21		51.4

		2/16/21		51.54

		2/12/21		51.44

		2/11/21		51.66

		2/10/21		51.82

		2/9/21		51.7

		2/8/21		51.56

		2/5/21		51.57

		2/4/21		51.92

		2/3/21		51.92

		2/2/21		52.27

		2/1/21		51.9

		1/29/21		51.72

		1/28/21		51.68

		1/27/21		51.53

		1/26/21		52.48

		1/25/21		52.36

		1/22/21		52.11

		1/21/21		52.17

		1/20/21		52.13

		1/19/21		52.24

		1/18/21		52.64

		1/15/21		52.13

		1/14/21		51.76

		1/13/21		51.43

		1/12/21		51.2

		1/11/21		50.97

		1/8/21		51.17

		1/7/21		51.06

		1/6/21		51.49

		1/5/21		51.2

		1/4/21		52.17

		12/31/20		52

		12/30/20		52.38

		12/29/20		52.54

		12/24/20		52.49

		12/23/20		52.29

		12/22/20		52.18

		12/21/20		52.08

		12/18/20		52.52

		12/17/20		53.26

		12/16/20		53.12

		12/15/20		53.24

		12/14/20		53.11

		12/11/20		53.02

		12/10/20		52.74

		12/9/20		52.63

		12/8/20		52.5

		12/7/20		52.48

		12/4/20		52.27

		12/3/20		52.02

		12/2/20		51.42

		12/1/20		51.86

		11/30/20		52.29

		11/27/20		52.94

		11/26/20		52.95

		11/25/20		52.71

		11/24/20		52.89

		11/23/20		53.34

		11/20/20		53.4

		11/19/20		53.03

		11/18/20		53.35

		11/17/20		53.76

		11/16/20		53.85

		11/13/20		54.37

		11/12/20		54.6

		11/11/20		55.02

		11/10/20		54.8

		11/9/20		54.43

		11/6/20		54.51

		11/5/20		53.8

		11/4/20		52.84

		11/3/20		52.57

		11/2/20		52.69

		10/30/20		52.63

		10/29/20		53.96

		10/28/20		53.36

		10/27/20		54.42

		10/26/20		54.31

		10/23/20		54.58

		10/22/20		54.56

		10/21/20		54.06

		10/20/20		53.59

		10/19/20		53.92

		10/16/20		54.59

		10/15/20		54.44

		10/14/20		54

		10/13/20		54.6

		10/9/20		54.9

		10/8/20		55.59

		10/7/20		55.61

		10/6/20		55.21

		10/5/20		55.2

		10/2/20		54.91

		10/1/20		54.52

		9/30/20		54.44

		9/29/20		54.7

		9/28/20		54.51

		9/25/20		53.79

		9/24/20		53.23

		9/23/20		52.68

		9/22/20		52.9

		9/21/20		52.24

		9/18/20		52.19

		9/17/20		52.31

		9/16/20		52.33

		9/15/20		52.95

		9/14/20		52.86

		9/11/20		53.11

		9/10/20		53.12

		9/9/20		53.96

		9/8/20		53.24

		9/4/20		52.01

		9/3/20		52.51

		9/2/20		53.11

		9/1/20		51.77

		8/31/20		52.17

		8/28/20		52.14

		8/27/20		52.78

		8/26/20		53.31

		8/25/20		53.01

		8/24/20		53.2

		8/21/20		53.21

		8/20/20		52.8

		8/19/20		53.07

		8/18/20		52.81

		8/17/20		53.15

		8/14/20		53.38

		8/13/20		53.89

		8/12/20		54.2

		8/11/20		53.87

		8/10/20		54.13

		8/7/20		53.8

		8/6/20		53.5

		8/5/20		53.75

		8/4/20		54.62

		7/31/20		54.55

		7/30/20		54.82

		7/29/20		53.93

		7/28/20		53.65

		7/27/20		53.09

		7/24/20		52.56

		7/23/20		52.97

		7/22/20		53.43

		7/21/20		53.61

		7/20/20		54.22

		7/17/20		54.75

		7/16/20		54.1

		7/15/20		53.48

		7/14/20		53.14

		7/13/20		52.55

		7/10/20		51.88

		7/9/20		51.28

		7/8/20		51.93

		7/7/20		52.23

		7/6/20		52.68

		7/3/20		52.46

		7/2/20		52.41

		6/30/20		51.63

		6/29/20		51.24

		6/26/20		50.16

		6/25/20		51.4

		6/24/20		51.04

		6/23/20		51.52

		6/22/20		51.47

		6/19/20		51.83

		6/18/20		52.56

		6/17/20		52.01

		6/16/20		52.29

		6/15/20		52.2

		6/12/20		51.39

		6/11/20		50.49

		6/10/20		52.49

		6/9/20		52.99

		6/8/20		53.88

		6/5/20		53.87

		6/4/20		53.25

		6/3/20		54.02

		6/2/20		52.74

		6/1/20		53.13

		5/29/20		53.01

		5/28/20		53.35

		5/27/20		52.05

		5/26/20		51.91

		5/25/20		51.43

		5/22/20		50.62

		5/21/20		50.12

		5/20/20		51.02

		5/19/20		51.6

		5/15/20		50.7

		5/14/20		51.53

		5/13/20		51.76

		5/12/20		53.06

		5/11/20		54.27

		5/8/20		53.25

		5/7/20		52.95

		5/6/20		54.43

		5/5/20		54.61

		5/4/20		53.58

		5/1/20		52.87

		4/30/20		53.94

		4/29/20		55.61

		4/28/20		55.24

		4/27/20		54.79

		4/24/20		53.27

		4/23/20		53.19

		4/22/20		54.29

		4/21/20		52.76

		4/20/20		53.98

		4/17/20		54.53

		4/16/20		53.75

		4/15/20		52.92

		4/14/20		55.05

		4/13/20		54.73

		4/9/20		55.41

		4/8/20		55.23

		4/7/20		54.8

		4/6/20		54.79

		4/3/20		51.08

		4/2/20		51.52

		4/1/20		51.07

		3/31/20		54.27

		3/30/20		52.49

		3/27/20		49.7

		3/26/20		51.55

		3/25/20		48.99

		3/24/20		45.9

		3/23/20		42.2

		3/20/20		46.42

		3/19/20		49.38

		3/18/20		46.32

		3/17/20		50.6

		3/16/20		47.91

		3/13/20		52.29

		3/12/20		47.28

		3/11/20		53.07

		3/10/20		55.61

		3/9/20		54.84

		3/6/20		58.48

		3/5/20		58.23

		3/4/20		58.35

		3/3/20		56.53

		3/2/20		56.4

		2/28/20		54.32

		2/27/20		55.8

		2/26/20		57.59

		2/25/20		57.91

		2/24/20		58.46

		2/21/20		58.45

		2/20/20		58.34

		2/19/20		58.55

		2/18/20		58.83

		2/14/20		58.36

		2/13/20		58.44

		2/12/20		57.75

		2/11/20		57.87

		2/10/20		57.75

		2/7/20		57.48

		2/6/20		57.37

		2/5/20		57.11

		2/4/20		57

		2/3/20		58.08

		1/31/20		57.72

		1/30/20		57.87

		1/29/20		58.04

		1/28/20		58

		1/27/20		58.4

		1/24/20		58.19

		1/23/20		57.91

		1/22/20		57.54

		1/21/20		57.27

		1/20/20		56.75

		1/17/20		56.59

		1/16/20		55.65

		1/15/20		55.24

		1/14/20		54.92

		1/13/20		55.01

		1/10/20		54.8

		1/9/20		54.42

		1/8/20		54.34

		1/7/20		54.13

		1/6/20		54.06

		1/3/20		54

		1/2/20		53.73

		12/31/19		53.88

		12/30/19		54.01

		12/27/19		54.21

		12/24/19		54.21

		12/23/19		54.13

		12/20/19		54.37

		12/19/19		54

		12/18/19		53.8

		12/17/19		54.19

		12/16/19		54.76

		12/13/19		53.84

		12/12/19		53.31

		12/11/19		53.35

		12/10/19		53.19

		12/9/19		53.12

		12/6/19		52.79

		12/5/19		52.4

		12/4/19		52.52

		12/3/19		52.31

		12/2/19		51.88

		11/29/19		52.04

		11/28/19		52.14

		11/27/19		52.16

		11/26/19		52.27

		11/25/19		52.69

		11/22/19		53.07

		11/21/19		52.93

		11/20/19		53.36

		11/19/19		53.44

		11/18/19		53.38

		11/15/19		53.72

		11/14/19		53.55

		11/13/19		53.22

		11/12/19		52.36

		11/11/19		52.43

		11/8/19		52.72

		11/7/19		53

		11/6/19		53.55

		11/5/19		53.15

		11/4/19		54.16

		11/1/19		54.27

		10/31/19		54.72

		10/30/19		54.26

		10/29/19		53.79

		10/28/19		53.67

		10/25/19		53.98

		10/24/19		54.14

		10/23/19		54.39

		10/22/19		54.68

		10/21/19		55.01

		10/18/19		54.51

		10/17/19		54.41

		10/16/19		54.8

		10/15/19		55.07

		10/11/19		55.41

		10/10/19		56.22

		10/9/19		56.41

		10/8/19		56.47

		10/7/19		56.78

		10/4/19		56.65

		10/3/19		56.48

		10/2/19		56.05

		10/1/19		56.02

		9/30/19		56.01

		9/27/19		56.09

		9/26/19		56.59

		9/25/19		56.16

		9/24/19		55.96

		9/23/19		55.92

		9/20/19		55.76

		9/19/19		55.54

		9/18/19		55.45

		9/17/19		55.63

		9/16/19		55.35

		9/13/19		55.44

		9/12/19		55.32

		9/11/19		55.24

		9/10/19		55.17

		9/9/19		55.43

		9/6/19		55.62

		9/5/19		55.65

		9/4/19		56.08

		9/3/19		56.33

		8/30/19		54.97

		8/29/19		54.73

		8/28/19		54.65

		8/27/19		54.83

		8/26/19		54.15

		8/23/19		54.03

		8/22/19		54.36

		8/21/19		54.79

		8/20/19		54.6

		8/19/19		54.64

		8/16/19		54.37

		8/15/19		54.23

		8/14/19		53.96

		8/13/19		54

		8/12/19		53.92

		8/9/19		53.87

		8/8/19		53.71

		8/7/19		53.69

		8/6/19		53.16

		8/2/19		52.36

		8/1/19		52.51

		7/31/19		52.02

		7/30/19		52.02

		7/29/19		52.27

		7/26/19		51.9

		7/25/19		51.87

		7/24/19		51.88

		7/23/19		51.77

		7/22/19		51.59

		7/19/19		51.58

		7/18/19		51.88

		7/17/19		51.78

		7/16/19		51.79

		7/15/19		51.89

		7/12/19		52.06

		7/11/19		52.71

		7/10/19		52.51

		7/9/19		52.49

		7/8/19		52.24

		7/5/19		52.22

		7/4/19		52.19

		7/3/19		52.23

		7/2/19		52

		6/28/19		51.71

		6/27/19		51.59

		6/26/19		51.88

		6/25/19		52.26

		6/24/19		52.59

		6/21/19		52.83

		6/20/19		52.67

		6/19/19		52.56

		6/18/19		52.21

		6/17/19		52.08

		6/14/19		52.15

		6/13/19		51.89

		6/12/19		51.83

		6/11/19		51.45

		6/10/19		51.67

		6/7/19		51.87

		6/6/19		51.81

		6/5/19		51.6

		6/4/19		51.37

		6/3/19		51.34

		5/31/19		51.05

		5/30/19		50.82

		5/29/19		51.09

		5/28/19		51.18

		5/27/19		50.82

		5/24/19		50.76

		5/23/19		50.67

		5/22/19		50.59

		5/21/19		50.22

		5/17/19		50.13

		5/16/19		50.07

		5/15/19		50.37

		5/14/19		50.2

		5/13/19		50.12

		5/10/19		49.83

		5/9/19		49.68

		5/8/19		49.6

		5/7/19		49.72

		5/6/19		49.63

		5/3/19		49.57

		5/2/19		49.39

		5/1/19		49.29

		4/30/19		49.52

		4/29/19		49.31

		4/26/19		49.5

		4/25/19		49.58

		4/24/19		49.44

		4/23/19		49.67

		4/22/19		49.6

		4/18/19		49.9

		4/17/19		49.92

		4/16/19		49.82

		4/15/19		50.27

		4/12/19		50

		4/11/19		49.82

		4/10/19		49.78

		4/9/19		49.58

		4/8/19		49.61

		4/5/19		49.87

		4/4/19		49.51

		4/3/19		49.57

		4/2/19		49.23

		4/1/19		49.29

		3/29/19		49.39

		3/28/19		49.67

		3/27/19		49.83

		3/26/19		49.83

		3/25/19		49.63

		3/22/19		49.71

		3/21/19		49.3

		3/20/19		48.76

		3/19/19		48.83

		3/18/19		48.91

		3/15/19		48.96

		3/14/19		48.83

		3/13/19		48.81

		3/12/19		48.91

		3/11/19		48.19

		3/8/19		48.15

		3/7/19		48.17

		3/6/19		47.82

		3/5/19		47.54

		3/4/19		47.57

		3/1/19		47.24

		2/28/19		47.45

		2/27/19		47.14

		2/26/19		47.18

		2/25/19		46.72

		2/22/19		46.82

		2/21/19		46.73

		2/20/19		46.36

		2/19/19		46.36

		2/15/19		46.58

		2/14/19		47

		2/13/19		47.19

		2/12/19		47.23

		2/11/19		47.37

		2/8/19		47.73

		2/7/19		47.92

		2/6/19		47.65

		2/5/19		47.33

		2/4/19		46.94

		2/1/19		46.81

		1/31/19		46.86

		1/30/19		46.41

		1/29/19		46.54

		1/28/19		46.41

		1/25/19		46.32

		1/24/19		46.45

		1/23/19		46.3

		1/22/19		46.35

		1/21/19		46.04

		1/18/19		46.37

		1/17/19		46.33

		1/16/19		45.98

		1/15/19		45.67

		1/14/19		45.19

		1/11/19		45.42

		1/10/19		45.46

		1/9/19		44.95

		1/8/19		44.75

		1/7/19		44.27

		1/4/19		44.39

		1/3/19		44.59

		1/2/19		44.88

		12/31/18		45.51

		12/28/18		45.07

		12/27/18		44.89

		12/24/18		43.65

		12/21/18		45.29

		12/20/18		45.63

		12/19/18		45.99

		12/18/18		46.34

		12/17/18		46.45

		12/14/18		46.71

		12/13/18		47.05

		12/12/18		46.54

		12/11/18		46.66

		12/10/18		46.58

		12/7/18		46.54

		12/6/18		46.91

		12/5/18		46.87

		12/4/18		46.93

		12/3/18		46.85

		11/30/18		46.15

		11/29/18		46.05

		11/28/18		45.7

		11/27/18		46.04

		11/26/18		46.23

		11/23/18		46.25

		11/22/18		46.24

		11/21/18		46.43

		11/20/18		45.93

		11/19/18		46.02

		11/16/18		46.81

		11/15/18		46.78

		11/14/18		46.57

		11/13/18		46.2

		11/12/18		45.8

		11/9/18		45.6

		11/8/18		45.09

		11/7/18		44.83

		11/6/18		44.23

		11/5/18		43.79

		11/2/18		43.14

		11/1/18		43.25

		10/31/18		43.5

		10/30/18		43.28

		10/29/18		42.99

		10/26/18		43.14

		10/25/18		43.5

		10/24/18		43.84

		10/23/18		42.79

		10/22/18		42.44

		10/19/18		42.61

		10/18/18		42

		10/17/18		42.22

		10/16/18		41.86

		10/15/18		41.14

		10/12/18		41.54

		10/11/18		41.11

		10/10/18		41.44

		10/9/18		41.85

		10/5/18		41.57

		10/4/18		41.18

		10/3/18		41.5

		10/2/18		41.91

		10/1/18		41.74

		9/28/18		41.88

		9/27/18		42

		9/26/18		41.84

		9/25/18		42.02

		9/24/18		41.99

		9/21/18		42.28

		9/20/18		41.94

		9/19/18		42.27

		9/18/18		42.69

		9/17/18		42.8

		9/14/18		42.48

		9/13/18		42.45

		9/12/18		42.4

		9/11/18		42.51

		9/10/18		43.06

		9/7/18		42.66

		9/6/18		42.95

		9/5/18		42.86

		9/4/18		42.79

		8/31/18		42.72

		8/30/18		42.69

		8/29/18		42.32

		8/28/18		42.28

		8/27/18		42.42

		8/24/18		42.47

		8/23/18		42.52

		8/22/18		42.47

		8/21/18		42.69

		8/20/18		42.78

		8/17/18		43.54

		8/16/18		43.21

		8/15/18		42.55

		8/14/18		42.59

		8/13/18		42.35

		8/10/18		42.44

		8/9/18		42.88

		8/8/18		42.67

		8/7/18		42.75

		8/3/18		42.89

		8/2/18		42.74

		8/1/18		42.65

		7/31/18		42.77

		7/30/18		42.32

		7/27/18		42.32

		7/26/18		42.43

		7/25/18		42.27

		7/24/18		42.41

		7/23/18		42.4

		7/20/18		42.64

		7/19/18		42.99

		7/18/18		42.64

		7/17/18		42.89

		7/16/18		42.67

		7/13/18		42.58

		7/12/18		42.58

		7/11/18		42.15

		7/10/18		42.14

		7/9/18		41.78

		7/6/18		42.59

		7/5/18		42.39

		7/4/18		42.07

		7/3/18		42.11

		6/29/18		42.02

		6/28/18		42.01

		6/27/18		42.01

		6/26/18		41.9

		6/25/18		42.08

		6/22/18		42.16

		6/21/18		42.11

		6/20/18		41.91

		6/19/18		41.76

		6/18/18		41.28

		6/15/18		41.5

		6/14/18		40.6

		6/13/18		40.69

		6/12/18		40.68

		6/11/18		40.59

		6/8/18		40.76

		6/7/18		40.33

		6/6/18		40.42

		6/5/18		40.8

		6/4/18		41.16

		6/1/18		41.21

		5/31/18		41.43

		5/30/18		41.77

		5/29/18		41.87

		5/28/18		41.8

		5/25/18		41.99

		5/24/18		41.95

		5/23/18		41.87

		5/22/18		41.65

		5/18/18		41.6

		5/17/18		41.42

		5/16/18		41.87

		5/15/18		42.06

		5/14/18		42.23

		5/11/18		42.21

		5/10/18		42.36

		5/9/18		42.5

		5/8/18		42.99

		5/7/18		43.36

		5/4/18		43.38

		5/3/18		43.01

		5/2/18		42.51

		5/1/18		43.05

		4/30/18		43.1

		4/27/18		43.45

		4/26/18		42.88

		4/25/18		42.29

		4/24/18		42.49

		4/23/18		42.63

		4/20/18		42.5

		4/19/18		42.53

		4/18/18		42.79

		4/17/18		42.59

		4/16/18		42.27

		4/13/18		41.97

		4/12/18		41.98

		4/11/18		42.37

		4/10/18		42.28

		4/9/18		43.08

		4/6/18		42.94

		4/5/18		42.91

		4/4/18		42.83

		4/3/18		43.44

		4/2/18		43.64

		3/29/18		43.49

		3/28/18		43.54

		3/27/18		43.19

		3/26/18		43

		3/23/18		43.25

		3/22/18		43.29

		3/21/18		42.96

		3/20/18		43.26

		3/19/18		42.84

		3/16/18		43

		3/15/18		43.02

		3/14/18		42.99

		3/13/18		43.17

		3/12/18		43.08

		3/9/18		42.69

		3/8/18		42.66

		3/7/18		42.42

		3/6/18		42.66

		3/5/18		42.94

		3/2/18		42.33

		3/1/18		42

		2/28/18		41.93

		2/27/18		41.78

		2/26/18		42.17

		2/23/18		42.24

		2/22/18		41.68

		2/21/18		41.71

		2/20/18		41.71

		2/16/18		42.08

		2/15/18		40.56

		2/14/18		39.69

		2/13/18		40.71

		2/12/18		41.21

		2/9/18		41.71

		2/8/18		40.6

		2/7/18		41.2

		2/6/18		41.22

		2/5/18		42.14

		2/2/18		42.55

		2/1/18		42.77

		1/31/18		43.46

		1/30/18		42.68

		1/29/18		42.97

		1/26/18		43.56

		1/25/18		43.59

		1/24/18		43.21

		1/23/18		43.74

		1/22/18		43.83

		1/19/18		43.84

		1/18/18		43.95

		1/17/18		43.76

		1/16/18		43.5

		1/15/18		43.8

		1/12/18		43.55

		1/11/18		43.85

		1/10/18		44.3

		1/9/18		44.8

		1/8/18		44.98

		1/5/18		45.01

		1/4/18		44.99

		1/3/18		45.15

		1/2/18		45.53

		12/29/17		46.11

		12/28/17		46.18

		12/27/17		46

		12/22/17		45.82

		12/21/17		46.13

		12/20/17		46.23

		12/19/17		46.06

		12/18/17		46.84

		12/15/17		46.82

		12/14/17		47.09

		12/13/17		47.24

		12/12/17		47

		12/11/17		47.34

		12/8/17		47.44

		12/7/17		47.27

		12/6/17		47.34

		12/5/17		46.91

		12/4/17		47.17

		12/1/17		47.49

		11/30/17		47.5

		11/29/17		47.43

		11/28/17		48.18

		11/27/17		48.12

		11/24/17		48.03

		11/23/17		47.89

		11/22/17		47.94

		11/21/17		47.58

		11/20/17		47.51

		11/17/17		47.49

		11/16/17		48.59

		11/15/17		48.17

		11/14/17		48.26

		11/13/17		48.02

		11/10/17		47.84

		11/9/17		48.13

		11/8/17		48.03

		11/7/17		48.2

		11/6/17		48.09

		11/3/17		47.5

		11/2/17		46.83

		11/1/17		47.25

		10/31/17		47.51

		10/30/17		47.47

		10/27/17		47.13

		10/26/17		47.01

		10/25/17		46.85

		10/24/17		46.63

		10/23/17		46.78

		10/20/17		46.76

		10/19/17		46.78

		10/18/17		46.41

		10/17/17		46.53

		10/16/17		46.14

		10/13/17		45.71

		10/12/17		45.65

		10/11/17		45.62

		10/10/17		45.47

		10/6/17		45.34

		10/5/17		45.22

		10/4/17		45.11

		10/3/17		44.96

		10/2/17		45.02

		9/29/17		44.77

		9/28/17		44.63

		9/27/17		44.23

		9/26/17		44.4

		9/25/17		45.05

		9/22/17		44.92

		9/21/17		45.17

		9/20/17		44.96

		9/19/17		44.53

		9/18/17		44.76

		9/15/17		44.37

		9/14/17		44.58

		9/13/17		44.43

		9/12/17		45

		9/11/17		45.46

		9/8/17		45.67

		9/7/17		45.49

		9/6/17		45.33

		9/5/17		45.68

		9/1/17		45.66

		8/31/17		45.69

		8/30/17		45.72

		8/29/17		45.75

		8/28/17		45.88

		8/25/17		45.91

		8/24/17		45.79

		8/23/17		45.82

		8/22/17		45.31

		8/21/17		45.28

		8/18/17		45.4

		8/17/17		45.53

		8/16/17		46.02

		8/15/17		46.04

		8/14/17		45.97

		8/11/17		45.92

		8/10/17		45.95

		8/9/17		45.73

		8/8/17		46.1

		8/4/17		45.9

		8/3/17		45.83

		8/2/17		46.25

		8/1/17		45.75

		7/31/17		45.46

		7/28/17		45.08

		7/27/17		44.67

		7/26/17		44.51

		7/25/17		44.4

		7/24/17		44.67

		7/21/17		44.8

		7/20/17		44.81

		7/19/17		44.28

		7/18/17		44.15

		7/17/17		44.2

		7/14/17		44.15

		7/13/17		44.09

		7/12/17		44.4

		7/11/17		44.58

		7/10/17		44.71

		7/7/17		44.62

		7/6/17		44.97

		7/5/17		45.42

		7/4/17		45.52

		6/30/17		45.58

		6/29/17		45.82

		6/28/17		46.41

		6/27/17		46.53

		6/26/17		46.92

		6/23/17		46.67

		6/22/17		46.34

		6/21/17		45.73

		6/20/17		45.59

		6/19/17		45.87

		6/16/17		45.79

		6/15/17		45.56

		6/14/17		45.41

		6/13/17		45.24

		6/12/17		44.88

		6/9/17		45.19

		6/8/17		45.33

		6/7/17		45.31

		6/6/17		45.48

		6/5/17		45.43

		6/2/17		45.02

		6/1/17		44.84

		5/31/17		44.47

		5/30/17		44.24

		5/29/17		44.2

		5/26/17		44.25

		5/25/17		44.25

		5/24/17		44.19

		5/23/17		43.76

		5/19/17		43.66

		5/18/17		43.46

		5/17/17		43.79

		5/16/17		44.39

		5/15/17		44.76

		5/12/17		44.51

		5/11/17		44.51

		5/10/17		44.35

		5/9/17		44.19

		5/8/17		44.63

		5/5/17		44.66

		5/4/17		44.57

		5/3/17		44.5

		5/2/17		44.69

		5/1/17		44.52

		4/28/17		44.42

		4/27/17		44.38

		4/26/17		44.26

		4/25/17		44.18

		4/24/17		44.34

		4/21/17		44.23

		4/20/17		44.22

		4/19/17		43.96

		4/18/17		44.32

		4/17/17		44.98

		4/13/17		44.35

		4/12/17		44.65

		4/11/17		44.4

		4/10/17		44.18

		4/7/17		44.08

		4/6/17		44

		4/5/17		44.01

		4/4/17		44.15

		4/3/17		44.07

		3/31/17		44.07

		3/30/17		44.1

		3/29/17		44.31

		3/28/17		44.1

		3/27/17		44.07

		3/24/17		43.83

		3/23/17		43.53

		3/22/17		43.65

		3/21/17		42.65

		3/20/17		42.53

		3/17/17		42.84

		3/16/17		42.64

		3/15/17		42.75

		3/14/17		42.54

		3/13/17		42.75

		3/10/17		42.51

		3/9/17		42.39

		3/8/17		42.39

		3/7/17		42.63

		3/6/17		42.45

		3/3/17		42.37

		3/2/17		42.7

		3/1/17		42.41

		2/28/17		42.13

		2/27/17		42.33

		2/24/17		42.73

		2/23/17		42.72

		2/22/17		42.87

		2/21/17		43.18

		2/17/17		43.2

		2/16/17		42.91

		2/15/17		41.93

		2/14/17		42.01

		2/13/17		42.68

		2/10/17		42.51

		2/9/17		42.48

		2/8/17		42.32

		2/7/17		42.1

		2/6/17		41.74

		2/3/17		41.89

		2/2/17		41.79

		2/1/17		41.47

		1/31/17		41.84

		1/30/17		41.01

		1/27/17		41.05

		1/26/17		41.29

		1/25/17		41.57

		1/24/17		41.4

		1/23/17		41.19

		1/20/17		41.27

		1/19/17		41.53

		1/18/17		41.53

		1/17/17		41.48

		1/16/17		41.36

		1/13/17		41.18

		1/12/17		41.3

		1/11/17		40.87

		1/10/17		40.91

		1/9/17		41

		1/6/17		41.22

		1/5/17		41.2

		1/4/17		41.18

		1/3/17		41.15






FEI

		FEI Filings History

								Elapsed Time

		Application Name		Filing Date		Decision Date		Days		Months		Decision Order No.



		FEI Application for Approval of a Biomethane Service Offering and Supporting Business Model for Salmon Arm and Catalyst Projects		Thursday, June 10, 2010		Tuesday, December 14, 2010		187		6.2		G-194-10

		FEU 2010 LTGRP		Friday, August 06, 2010		Tuesday, February 01, 2011		179		6.0		G-14-11

		FEI Application for CPCN for Kootenay River Crossing (Shoreacres) Upgrade		Tuesday, August 10, 2010		Wednesday, November 10, 2010		92		3.1		C-9-10

		FEI and FEVI Price Risk Management Plan Application		Tuesday, February 22, 2011		Tuesday, July 12, 2011		140		4.7		G-120-11

		FEI EEC NGT Incentive Review		Thursday, March 31, 2011		Monday, August 15, 2011		137		4.6		G-145-11

		FEU 2012-2013 RRA		Thursday, May 05, 2011		Thursday, April 12, 2012		343		11.4		G-44-12

		FEI Vedder (Temporary Station)		Tuesday, July 12, 2011		Monday, October 22, 2012		468		15.6		G-156-12

		FEI GT&C 12B (Revisions)		Tuesday, July 19, 2011		Tuesday, February 07, 2012		203		6.8		G-14-12

		FEI Delta School District TES CPCN		Monday, November 28, 2011		Friday, March 16, 2012		109		3.6		G-31-12/C-3-12

		FEI BFI CPCN & Reconsideration		Wednesday, February 29, 2012		Wednesday, October 17, 2012		231		7.7		C-6-12/G-150-12

		FEI Application to Provide TES Services to Tsawwassen Springs		Monday, March 19, 2012		Monday, September 24, 2012		189		6.3		G-100-12/G-131-12

		FEU Common Rates & Amalgamation RDA & Reconsideration		Wednesday, April 11, 2012		Wednesday, February 26, 2014		686		22.9		G-26-13/G-21-14

		FEI Vedder Permanent Station CPCN 		Friday, July 13, 2012		Friday, October 05, 2012		84		2.8		C-11-12A

		FEI GGRR Rate Treatment (3 Phases)		Tuesday, August 21, 2012		Tuesday, April 30, 2013		252		8.4		G-161-12; G-67-13

		FEI Rate 16 Application		Monday, September 24, 2012		Tuesday, June 04, 2013		253		8.4		G-88-13

		FEI Biomethane PIR and 2012 Application for Permanent Program		Wednesday, December 19, 2012		Wednesday, December 11, 2013		357		11.9		G-210-13

		FEI 2014-2018 PBR (& Joint PBR Issues)		Wednesday, June 12, 2013		Monday, September 15, 2014		460		15.3		G-138-14

		FEI Application for BPA between FEI and the Greater Vancouver Sewerage and Drainage District		Thursday, August 22, 2013		Monday, September 30, 2013		39		1.3		E-13-13

		FEI Huntingdon Bypass CPCN		Friday, October 25, 2013		Friday, April 04, 2014		161		5.4		C-6-14

		FEU 2014 LTGRP		Tuesday, March 25, 2014		Wednesday, December 03, 2014		253		8.4		G-189-14

		FEI Application for Approval of CoC and TPP		Wednesday, July 16, 2014		Friday, February 27, 2015		226		7.5		G-31-15

		FEI LMIPSU CPCN		Friday, December 19, 2014		Friday, October 16, 2015		301		10.0		C-11-15

		FEI Application to Include FEVI and FEW in the FEI PBR Plan		Thursday, November 20, 2014		Tuesday, June 23, 2015		215		7.2		G-106-15

		FEI Annual Review of 2015 Delivery Rates		Thursday, January 22, 2015		Wednesday, May 27, 2015		125		4.2		G-86-15

		FEI 2015 System Extension Application		Wednesday, July 22, 2015		Friday, September 16, 2016		422		14.1		G-147-16

		FEI Application for Approval of BERC Rate Methodology		Wednesday, September 02, 2015		Friday, August 12, 2016		345		11.5		G-133-16

		FEI Annual Review of 2016 Delivery Rates		Thursday, September 03, 2015		Monday, December 21, 2015		109		3.6		G-139-15

		FEI Application for BPA with the City of Surrey		Thursday, December 03, 2015		Monday, February 29, 2016		88		2.9		E-3-16



						Average 2010 to 2015:		238		7.9





		FEI 2015 PRMP Application		Friday, January 08, 2016		Friday, June 17, 2016		161		5.4		E-10-16/L-15-16

		FEI Customer Choice Program Cost Recovery Application		Thursday, April 21, 2016		Tuesday, October 18, 2016		180		6.0		A-9-16

		FEI CoC and TPP		Tuesday, July 05, 2016		Wednesday, March 01, 2017		239		8.0		G-25-17

		FEI Annual Review for 2017 Delivery Rates		Tuesday, August 02, 2016		Wednesday, December 07, 2016		127		4.2		G-182-16

		FEI 2016 RDA		Monday, December 19, 2016		Friday, July 20, 2018		578		19.3		G-135-18

		FEI 2017 LTGRP		Thursday, December 14, 2017		Monday, February 25, 2019		438		14.6		G-39-19

		FEI 2017-2018 PRMP		Tuesday, June 13, 2017		Wednesday, May 22, 2019		708		23.6		G-108-19

		FEI Annual Review for 2018 Delivery Rates		Friday, August 04, 2017		Thursday, December 21, 2017		139		4.6		G-196-17

		FEI 2019-2022 DSM Expenditures Plan		Friday, June 22, 2018		Thursday, January 17, 2019		209		7.0		G-10-19

		FEI-FBC Evacuation Relief Tariff Changes		Wednesday, August 01, 2018		Friday, August 14, 2020		744		24.8		G-216-20/G-217-20

		FEI Annual Review for 2019 Delivery Rates		Friday, August 03, 2018		Friday, February 08, 2019		189		6.3		G-30-19

		FEI Biogas Purchase Agreement between FEI and the City of Vancouver		Thursday, November 15, 2018		Friday, September 27, 2019		316		10.5		G-235-19

		FEI IGU CPCN		Monday, December 17, 2018		Tuesday, January 21, 2020		400		13.3		G-12-20

		FEI-FBC 2020-2024 MRP		Monday, March 11, 2019		Monday, June 22, 2020		469		15.6		G-165-20

		FEI Revelstoke Portfolio Amalgamation		Thursday, July 18, 2019		Thursday, October 01, 2020		441		14.7		G-245-20

		FEI Application for Acceptance of Biomethane Purchase Agreements between FEI and Tidal Energy Marketing Inc.		Friday, September 06, 2019		Thursday, February 27, 2020		174		5.8		G-40-20

		FEI Annual Review for 2020-2021 Delivery Rates		Wednesday, August 12, 2020		Tuesday, December 08, 2020		118		3.9		G-319-20

		FEI BERC Rate Methodology Compliance Filing (Stage 1)		Wednesday, August 12, 2020		Thursday, August 12, 2021		365		12.2		G-242-21

		FEI Pattullo Gas Line Replacement CPCN		Monday, August 31, 2020		Wednesday, June 30, 2021		303		10.1		C-2-21

		FEI-Stargas Asset Acquisition & CPCN		Friday, February 19, 2021		Thursday, January 27, 2022		342		11.4		C-1-22

		FEI Section 71 Filing of BPA between FEI and Shell		Thursday, April 29, 2021		Monday, May 31, 2021		32		1.1		E-14-21

		FEI Annual Review for 2022 Delivery Rates		Friday, July 30, 2021		Friday, December 10, 2021		133		4.4		G-366-21



						Average 2016 to 2021:		309		10.3







































FBC

		FBC Filings History

								Elapsed Time

		Application Name		Filing Date		Decision Date		Days		Months		Decision Order No.



		FBC 2010 Annual Review and 2011 RRA		Friday, October 01, 2010		Thursday, December 09, 2010		69		2.3		G-184-10

		FBC Residential Inclining Block (RIB) Rate Application		Friday, April 01, 2011		Friday, January 13, 2012		287		9.6		G-3-12

		FBC 2012-2013 RRA and 2012 Integrated System Plan		Thursday, June 30, 2011		Wednesday, August 15, 2012		412		13.7		G-110-12

		FBC AMI CPCN		Thursday, July 26, 2012		Tuesday, July 23, 2013		362		12.1		C-7-13

		FBC City of Kelowna Asset Purchase CPCN (Phase 1 & 2)		Tuesday, November 13, 2012		Friday, March 01, 2013		108		3.6		C-4-13

		FBC Transmission Stepped Rates (TSR) Stages I to IV		Thursday, March 28, 2013		Tuesday, September 22, 2015		908		30.3		G-67-14/G-46-15/ G-93-15/G-149-15

		FBC 2014-2018 PBR (& Joint PBR Issues)		Friday, July 05, 2013		Monday, September 15, 2014		437		14.6		G-139-14/G-163-14

		FBC AMI Radio Off		Friday, August 30, 2013		Thursday, December 19, 2013		111		3.7		G-220-13

		FBC Application for Approval of AMI-Enabled Billing Options		Friday, August 08, 2014		Friday, November 07, 2014		91		3.0		G-169-14

		FBC 2015-2016 DSM Application		Thursday, August 14, 2014		Wednesday, December 03, 2014		111		3.7

		FBC Annual Review for 2015 Rates		Wednesday, February 11, 2015		Tuesday, June 23, 2015		132		4.4		G-107-15

		FBC Annual Review for 2016 Rates		Friday, September 11, 2015		Monday, December 14, 2015		94		3.1		G-202-15

		FBC Self-Generation Policy (2 Stages)		Friday, January 09, 2015		Wednesday, February 27, 2019		1510		50.3		G-27-16/G-41-19

		FBC Kootenay Operations Centre CPCN		Thursday, July 09, 2015		Friday, March 04, 2016		239		8.0		C-2-16

						Average 2010 to 2015:		348		11.6





		FBC Net Metering Update & Reconsideration		Friday, April 15, 2016		Friday, March 16, 2018		700		23.3		G-199-16/G-63-18

		FBC Corra Linn Spillgates CPCN		Monday, June 20, 2016		Tuesday, February 07, 2017		232		7.7		C-1-17

		FBC Annual Review for 2017 Rates		Monday, August 08, 2016		Friday, January 27, 2017		172		5.7		G-8-17/G-11-17

		FBC DSM Expenditures for 2017		Tuesday, August 16, 2016		Wednesday, January 25, 2017		162		5.4		G-9-17

		FBC 2016 LTERP		Wednesday, November 30, 2016		Thursday, June 28, 2018		575		19.2		G-117-18

		FBC Application for Community Solar Pilot Project		Wednesday, May 03, 2017		Monday, January 08, 2018		250		8.3		G-1-18A

		FBC Annual Review for 2018 Rates		Thursday, August 10, 2017		Tuesday, February 13, 2018		187		6.2		G-38-18

		FBC 2018 DSM Expenditures		Wednesday, December 06, 2017		Thursday, June 14, 2018		190		6.3		G-113-18

		FBC 2017 COSA & RDA		Friday, December 22, 2017		Monday, February 25, 2019		430		14.3		G-40-19

		FBC EV DCFC Rate Design and Rates 		Friday, December 22, 2017		Tuesday, November 30, 2021		1439		48.0		G-9-18/G-341-21/ G-350-21

		FEI-FBC Evacuation Relief Tariff Changes		Wednesday, August 01, 2018		Friday, August 14, 2020		744		24.8		G-216-20/G-217-20

		FBC 2019-2022 DSM Expenditures Plan		Thursday, August 02, 2018		Monday, March 04, 2019		214		7.1		G-49-17

		FBC Annual Review for 2019 Rates		Friday, August 10, 2018		Wednesday, December 19, 2018		131		4.4		G-246-18

		FBC Grand Forks Station Reliability CPCN		Monday, November 19, 2018		Thursday, July 25, 2019		248		8.3		C-2-19

		FEI-FBC 2020-2024 MRP		Monday, March 11, 2019		Monday, June 22, 2020		469		15.6		G-165-20

		FBC Annual Review for 2020-2021 Rates		Wednesday, August 19, 2020		Friday, February 12, 2021		177		5.9		G-42-21

		FBC Kelowna Bulk Transformer Addition CPCN		Friday, April 24, 2020		Monday, November 30, 2020		220		7.3		C-4-20

		FBC Annual Review for 2022 Rates		Friday, August 06, 2021		Wednesday, December 15, 2021		131		4.4		G-374-21



						Average 2016 to 2021:		371		12.4





































