BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-129-11

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Application by the FortisBC Energy Utilities
(comprising FortisBC Energy Inc., FortisBC Energy Inc. Fort Nelson Service Area,
FortisBC Energy (Whistler) Inc., and FortisBC Energy (Vancouver Island) Inc.)
for Approval of 2012 and 2013 Natural Gas Rates

BEFORE: D.A. Cote, Panel Chair/Commissioner
A.A.Rhodes, Commissioner July 20, 2011
N.E. MacMurchy, Commissioner

ORDER
WHEREAS:

A. On May 4, 2011, the FortisBC Energy Utilities (FEU orthe Companies) filed an Application fortheir combined
Revenue Requirements for FortisBC Energy Inc. (FEI), the Fort Nelson Service Area of FEI (Fort Nelson),
FortisBC Energy (Whistler) Inc. (FEW ), and FortisBC Energy (Vancouver lsland) Inc. (FEVI), and forapproval
of interim and permanent natural gas delivery rates effective January 1, 2012 and permanent rates effective
January 1, 2013, pursuantto sections 59 to 61 and 89 of the Utilities Commission Act (the Act);

B. The Companiesseekthe followingchangesinrates:
e ForFEl,an increaseininterimand permanent natural gas delivery rates of 5.0 percent effective

January 1, 2012 and a further6.4 percent effectivelanuary 1, 2013;

e ForFort Nelson,anincreaseininterimand permanent natural gas delivery rates of 6.5 percent
effective
January 1, 2012 anda further 1.6 percent effectivelanuary 1, 2013;

e ForFEW, anincreaseininterimand permanent natural gas delivery rates of 2.2 percent effective
January 1, 2012 anda further11.9 percenteffective January 1, 2013; and
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e For FEVI, to maintain current natural gas rates for all customers otherthan those with specified
ratesin theirtransportation service agreements;

In additionto changesinrates, the Companies have requested approval of acombined utility cost of service
for 2013 subjectto FEU obtaining, at a later date, the necessary approvals to amalgamate. Inaddition, the
Companiesrequested, amongotherthings, approval of the FEI Rate Stabilization Adjustment Mechanism
riderfor applicable rate classes and approval of the cost allocation to Thermal Energy Services (previously
referredto as Alternative Energy Services) as setoutin the Application and pursuant to section 44.2 of the
Act, for Energy Efficiency and Conservation (EEC) expenditures;

In accordance with Commission Order G-81-11, as amended by Commission Letters L-42-11 and L-45-11,
a Workshop was held on Wednesday, May 18, 2011 fora review of the Application;

By letterdated June 27, 2011, the Commission requested that participants make submissions onthe
potential use of “acombination of process options toreview the Application” at the upcoming Procedural
Conference forthe Application;

The Commission held a Procedural ConferenceonJuly 7, 2011 to hear submissions from all Parties on the
regulatory process and timelines forthe Application. Atthat Procedural Conference, FEUand all Registered
Interveners, except British Columbia Hydro and Power Authority, provided comments on process, timing
and othergeneral matters;

The Commission has considered the views of FEU and all Parties as expressed at the Procedural Conference.

NOW THEREFORE as set out inthe Reasons for Decision attached as AppendixBto this Order, the Commission
ordersas follows:

1. AnOral PublicHearingtoreview the Application, inits entirety, willcommence on Monday October 3, 2011,

at 9:00 am inthe Commission Hearing Room on the 12" Floor, 1125 Howe Street, Vancouver, BC. An
Amended Regulatory Timetable reflecting thisand otherchangesis attached as Appendix A.

The FEU’s request, pursuant to section 89 of the Act, for interim rates as proposedinthe Application for
January 1, 2012 isrejected. FEUis asked to resubmitintheirrequestforinterimrates by October 1, 2011.
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3. The Commission Panel approves FEU's requestto deferthe filing of evidence with respectto FEVIand FEW’s
equity componentrequired by Directive No. 7of Commission Order G-158-09, to the Amalgamation and
Rate Design Phase ‘A’ Applicationin Fall 2011.

DATED at the City of Vancouver, in the Province of British Columbia, this 20" day of July 2011.

BY ORDER
Original signed by:

D.A. Cote
Panel Chair/Commissioner

Attachments

Orders/G-129-11/FEU-2012-13RR-Amended Timetable and Reasons
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(comprising FortisBC Energy Inc., FortisBC Energy Inc. Fort Nelson Service Area,
FortisBC Energy (Whistler) Inc., and FortisBC Energy (Vancouver Island) Inc.)
for Approval of 2012 and 2013 Revenue Requirements and Natural Gas Rates

AMENDED REGULATORY TIMETABLE

ACTION

Commission Information Request No. 2to FEU

Intervener Information Request No. 2 to FEU

FEU Response to Information Requests No. 2
Intervenersto File Evidence (If required)

Information Requests on Intervener Evidence (If required)

IntervenerResponsesto Information Requests on Evidence
(If required)

Oral Hearingto Commence
FEU Final Argument Submissions
Intervener Final Argument Submissions

FEU Reply Argument Submissions

Procedural Conference Location:

Commission Hearing Room

Twelfth Floor, 1125 Howe Street

Vancouver, BC

DATE (2011)
Thursday, July 21
Thursday, July 21
Friday, August 19

Tuesday, August 23
Tuesday, September 6
Tuesday, September 20

Monday, October 3
Friday, November 25
Friday, December 16

Wednesday, January 18
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IN THE MATTER OF

FORTISBC ENERGY UTILITIES
(compRISING FORTISBC ENERGY INC., FORTISBC ENERGY INC.
FORT NELSON SERVICE AREA, FORTISBC ENERGY (WHISTLER) INC.,
AND FORTISBC ENERGY (VANCOUVER ISLAND) INC.)

2012 and 2013 Revenue Requirements and Natural Gas Rates

PROCEDURAL CONFERENCE — AMENDED REGULATORY TIMETABLE
REASONS FOR DECISION

July 20, 2011

BEFORE:

D.A. Cote, Panel Chair / Commissioner
A.A. Rhodes, Commissioner
N.E. MacMurchy, Commissioner

FEU-2012-13 Revenue Requirements



TABLE OF CONTENTS

1.0. BACKGROUND

2.0. PROCEDURAL CONFERENCE OF JULY 7, 2011

2.1

2.2

2.2

2.3

2.4

2.5

Introduction

Process Options

Confidentiality

Timing of the AES Inquiry and the FEU RRA
Capital Structure

Interim Rates

APPENDIX B
to Order G-129-11
Page 2 of 7

Page No.

FEU-2012-13 Revenue Requirements



APPENDIX B
to Order G-129-11
Page 3 of 7

1.0. BACKGROUND

On May 4, 2011, the FortisBC Energy Utilities (FEU), comprising FortisBC Energy Inc. (FEl), FortisBC Energy Inc.,
Fort Nelson Service Area, FortisBC Energy (Whistler) Inc. (FEW), and FortisBC Energy (Vancouver Island)
Inc.(FEVI) filed their F2012 and 2013 Revenue Requirements and Natural Gas Rates Application pursuantto
sections 59 to 61 and 89 of the Utilities Commission Act (Application).

On May 6, 2011, the British Columbia Utilities Commission (Commission) issued Order G-81-11which
established, amongotherthings, a Procedural Conference to take place on Wednesday, June 15,2011, and an
initial Regulatory Timetable forthe Application.

By Commission Letter L-45-11 dated May 26, 2011, the Commission rescheduled the initial Procedural
Conference toJuly 7,2011 and established an Amended Regulatory Timetable. The Procedural Conference was
heldinVancouveronthat date.

The Parties were asked to make submissions on the following, among other matters:

e |dentification of principalissues arisingfrom orrelated to the Application;

e Processoptionsforreview of the Application, including;
-negotiated settlement process;
-written hearing;
-oral hearing; or
-as appropriate, some combination of the above

e Timetable forinformationrequests, responses, intervener evidence, etc.); and

e InterimRates.
By letterdated June 27, 2011 (Exhibit A-6), the Commission Panel requested that furtherto making submissions
on process, the participants specifically address the following:

e Whetheritisbestto reviewthe Application through a combination of process options;

e Ifso, for which elements of the Application should the Commission Panel adopt adifferent process
option;

e  Which process option should the Commission Panel adopt forthe element; and why.
In additionto the Applicant, the following Interveners entered appearances and made oral presentations atthe
Procedural Conference:

e Corix UtilitiesInc. (Corix),

e EnergyServices Association of Canada (ESAC),

e Commercial Energy Consumers Association of British Columbia (CEC),

e British Columbia Old Age Pensioners Organisation et e/ (BCOAPO),

e B.C.SustainableEnergy Association and Sierra Club of British Columbia (BCSEA).

FEU-2012-13 Revenue Requirements
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2.0. PROCEDURAL CONFERENCE OF JULY 7, 2011
2.1 Introduction

The Applicantand the Intervenersraised anumber of issues with respect to the Hearing in addition tothose
identified by the Commission Panel. These willbe addressed by the Commission Panelin these Reasons for
Decisionand where appropriate, the Panel will make determinations onthem. However, before examiningthe
additional issues, we will first examine the submissions related to process options and determine how bestto
proceed with a hearing of this Application.

2.2 Process Options

FEU submitthatthey are opentoa Negotiated Settlement Process (NSP) citing thatin the past this process has
servedthe parties well and the issues raised within the Application avoid those of a policy nature and are inline
with traditional revenue requirementissues. However, FEUdid identify the issues of assetlosses and negative
salvage and the adoption of the societal test with respectto new EEC initiatives as two issues which could be
examined separately through a written process. (T:1, 8-10)

Both Corix and ESAC state they have no preferenceasto process as theirinterestis narrow and focused on
Alternative Energy Services (AES) and related fundingissues. However, inlater submissions ESAC noted that it
was unlikely a positive outcome would result from an NSP process “unless we get our way a hundred percent.”
ESAC furtherpoints outthatit has nothingtotrade and that would make a NSP process problematic. (T:1,
22-27, 59)

The CEC issupports a NSP process but states that there is value from both a practical and process standpoint to
consideringallissues, including those raised by FEU, withinthe NSP. (T: 1, 31)

BCOAPO submitsthattwo keyissues raised by this Application are utility consolidation and AES and an NSP
processis not the place to determine policy issues related to these issues. Further, BCOAPO submits thatissues
relatedto assetlosses and negative salvage and adoption of the societaltest are also best settled through a
process otherthan an NSP. BCOAPO also submits awritten processis notappropriate for revenue requirements
and asserts that carving off issues from anegotiated settlement will resultinan unworkable process. (T:1,
36-44)

BCSEA, while not being adverse toa NSP is concerned about the prospect for success for this process noting the
prospects forsuccess diminish substantially if one of the key participants does not wantan NSP. BCSEA further
statesitsagreement with the CECand BCOAPO thata written hearing would not work and an Oral Hearingis
most appropriate if thereis not goingto be an NSP. (T: 1, 49-50)

Commission Panel Determination

After consideration of the varying points of view of the participants and issues at play in this Application the
Commission Panel has determined that an Oral Hearing process encompassing all of the issuesis most
appropriate. The Panel agrees withthe view thatin additiontothe more traditional elements of a RRA
proceeding, this Application raises anumber of importantissues which would not readily or appropriately be
addressed usingaNSP. On the contrary, utilization of a NSP runs the risk of failure or, as suggested by BCOAPO,
leavingthe Commission in the position of having eitherto acceptor rejectan omnibus package of settlement
choices. The Commission Panelalso agrees with those participants who took the positionthata written process

FEU-2012-13 Revenue Requirements



APPENDIX B
to Order G-129-11
Page5 of 7

would not be workable given the subject matter. Inthe view of the Panel an Oral Hearing will provide the
opportunity forthe participants to comprehensively review all elements of the Application including those of the
amalgamated cost of service, AES, negative salvage and the societal testand more adequatelyassess them.
Moreover, as the CEC pointsout “...the Commission has not had company witnesses before itinan oral hearing
insometime...” Withwhatis at stake, the Commission Panel believes this may prove an opportune time itto
hear oral testimony.

Withrespectto the Regulatory Timetable, the Commission Panel has determined that the most appropriate
start date for the Oral Hearing is Monday, October 3. None of the participantsindicated the October dates
would be a problem and the October 3 start date was the preferred date for FEU and the CEC.

2.2 Confidentiality

In its submissions ESAC noted there were a couple of confidential filings with this Application and raised
concerns as to whether this kind of secrecy allowed a publichearing to be conducted ina manner which was
consistentwiththe rules of natural justice. (T:1, 29) Commission council addressed these concerns noting
there was a Commission Directive dealing with confidential filings which outlines a process for parties to object
to claimsfor confidentiality. Inaddition he pointed outthatinsome previous hearingthe issue of confidential
filings was addressed through confidential undertakings. (T:1, 54-55)

In Reply, FEUfurther commented on the need for confidential filings and submitted there were FEU reasons why
the information should not be provided to anotherthermal energy market participantas FEU would be
prejudicedif such information were disclosed to a potential competitor. (T:1, 68-69)

Commission Panel Determination

The Panel observes thatthe Commission’s Practice Directive on Confidential Filing provides a process for dealing
with objections to confidentiality requests. The Panel finds that these processes are adequate and encourages
ESAC to reviewthem and, if desired, proceed according to the provisions laid out within them.

2.3 Timing of the AES Inquiry and the FEU RRA

Both Corix and ESAC expressed concern with the timing of this Application and the AES Inquiry whichis expected
to define principles that would govern FEU’s activities in the thermal energy business. Both are interestedin
ensuringthatthere are no final determinations related to applications, funding and cost allocations in this
Hearing which may get ahead of the Commission’s determination of principles governing AES initiatives. Corix
submitsthatany decisions related to thermal energy services, or EEC funding be made on an interim basis
subjectto adjustment following the AES Inquiry Decision. (T:1, 24)

ESAC submits that the conflict can be avoided by proceeding first with the AES Inquiry ahead of this Application
or at least proceeding with the hearing of the two applications in parallel. ESAC notes thatinthe AES Inquiry a
suggestion was made to either move the AES process along expeditiously or that some form of interim relief be
putin place to ensure that FEU was not taking advantage of EEC fundingto consolidate its position in the market
thereby eliminating future competition. (T:1, 26-28)

In Reply, FEU point out that that an RRA provides funding for initiatives and that there are numerous initiatives
that make up a RRA process and submitthat customers benefit from rates which recoverthe costs of initiatives
which have been pursuedinthe customer’sinterest. Further, FEUsubmitthat putting off this RRA process to
deal withthe thermal energyissue amountsto the “tail waggingthe dog.” (T:1, 66)

FEU-2012-13 Revenue Requirements
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Commission Panel Determination

The Commission Panel is not persuaded there is sufficient reason to delay these proceedings as has been
suggested by ESAC. We agree with the FEU’s characterization of this as an example of the “tail wagging the dog.”
While the Panel in no way wishesto minimize the importance of the issues raised by both Corix and ESAC, we
believethe publicinterest will be best served by movingahead with the Applicationinatimely fashion. In
addition, the Panel notesthatsince the Procedural Hearing of July 7, 2011 with respectto this Application, the
Commission Panelforthe AES Inquiry hasissued Order G-118-11 that sets out the scope of issues forthe
Inquiry. Inits Reasons for Decision, that Commission Panel addressed the issue of the impact of the Inquiry on
previous decisions oron past processes now before the Comission, in part, as follows:

“While it may be beneficial to have the outcome of this proceeding known before similarissues
are dealtwithinotherongoing proceedings, it would be inefficient and potentially unfair for
such proceedingstobe delayed. The Panel seesthe outcome of this proceeding as being
appliedinaforwardlooking mannerand notimpinging on past or current ongoing
proceedings.”

The Panel notes that this clearly outlines the intent of the AES Inquiry as being applied on aforward looking
mannerand not havinga directimpact on either pastor current proceedings.

With respect to the Corix submission on the need forany Decisionrelated to thermal energy to be made on an
interim basis, the Panel would liketo point out that we are at an early stage inthese proceedings and any
decisions made on expendituresinany areawill be based upon the evidence presented within this proceeding.
Thus, at thistime, the Panel sees novalue in commenting further on this proposal.

2.4 Capital Structure

FEU hasrequested thatitdeferthe filing of evidence on capital structure for FEVIand FEW to its upcoming
application to amalgamate the FortisBC Energy Utilities. The Decision from the Terasen Utilities 2009 ROE and
Capital Structure proceeding (Order G-158-09) requires that the two companies file evidence with respect to
their capital structure as part of the next RRA Application. Notingits decision to proceed with arequestto
amalgamate the utilities, FEUrequests thisissue be dealt with once the amalgamation request has beenfiled.
(T:1, 17-18)

None of the Interveners expressed any concern with this request. The Commission Panel agrees with FEUthat
the amalgamation application, whichis expected thisfall, will be amore appropriate place to deal with this
issue. The request to deferthe filing of evidence on capital structure to the amalgamation proceedingis
granted.

2.5 Interim Rates

FEU requeststhatinterim rates be approvedforlJanuary 1,2012 and submitsthat it has provided sufficient
evidence uponwhich to base achange in rates at that date. FEU furtherstatesthat normallythe lead time
requiredtoimplement new rates was four weeks but with new billing systems beingimplemented at the same
time, there isa desire to have interim rates approved as soon as possible and avoid any complications.

(T:1, 15-16)
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The position of ESACwith respectto interimratesis thatthey “not be a basis upon which Fortis can continue to
pursue freely business opportunitiesin the AES sector without clearrules being established to governits
conduct with respecttothe use of EEC funds.” (T:1, 27-28)

BCOAPO statesthat interim rates are not a matter of entitlementandin thisinstance should notinclude dollars
related to AES and EEC funding. (T:1, 44-45)

BCSEA supports the conceptofinterimrates and the figures proposed at a high level unless there is evidence to
suggestthe figures are notappropriate. BCSEA further notesthatinits view the approval of new EEC programs
would not be reflected inthe requested interimrates. No otherInterveners made submissions on thisissue.
(T:1, 51-52)

In Reply, FEUsubmits that the amountthat thermal energy services affect the revenue requirement is $500,000
and thisisrelated toa reduction of the gas revenue requirement allocated to alternative energy services. FEU
also submits that this “is a very small piece of the overall revenue requirements puzzle.” FEUfurthernotesthat
the granting of interimratesis nota predetermining factorasto whether particularinitiatives should be
supported by EEC funding. (T:1, 64-65)

Commission Panel Determination

The Commission Panel accepts the submissions of FEUthat the amount of money related to thermal energy
servicesisrelativelysmall and therefore hasaminimal effect on customerrates. Because of this, and the fact
that these rates are approved on an interim basis only and are subject to adjustment following the Decision on
the Application, the Panelwould normally approve these interim rates. However, the Panel notesthat
subsequenttothis Procedural Conference, an Evidentiary Update was filed onJuly 19, 2011 which provided
updatestothe ratesrequested. The Panel has noassurance that further updates to rates will notbe filed in the
coming months as the review of this Application proceeds. Accordingly, the Commission Panelrejects FEU's
request forinterim rates at this time and asks that the Companiesre-file interim rate requests by October1,
2011. Thisdate should provide adequate timeforany required process and for FEU to make the rate changesin
atimelyfashion.

FEU-2012-13 Revenue Requirements
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