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Director, Regulatory Affairs
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Dear Ms. Roy:
Re: FortisBC Energy Inc.

Request for Clarification on Compressed Natural Gas and Liquefied Natural Gas
Service Applications in Commission Order G-1-12

This letter isinresponseto FortisBCEnergy Inc.’s (FEI) letter dated April 5,2012, regardingthe applicability of Order G-1-12
andthe regulatory process for Compressed Natural Gas (CNG) and Liquefied Natural Gas (LNG) fuelling station projects that
were already underway or in progress atthe time the British Columbia Utilities Commission (Commission) issued Order G-1-
12 onJanuary4,2012. Specifically, FEl referred to two projects:a permanent LNG fuelling station for Vedder Transport
(Vedder); and a CNG fuelling station for Central Okanagan School District No. 23 (Kelowna SD).

Order G-1-12 was issued as partof the on-going Alternative Energy Services (AES) and Other New Initiatives Inquiry (AES
Inquiry) and was a result of the Commission Panel’s concernthat there was an undesirableamountof uncertainty as to the
level of any Certificate of Public Convenience and Necessity (CPCN) threshold that applies for AES and other New Initiatives
projects commencing January 1,2012. There was also uncertainty as to whether there was a CPCN threshold for AES and
other New Initiatives projects thatwere not extensions of the FortisBC Energy Utilities (FEU) public utility plantor system,
and about which projects qualify as extensions. The Commission Panel therefore concluded that the review of the CPCN
process was appropriateand determined that a CPCN threshold of zero dollars beestablished for AES and other New
Initiatives projects onaninterimbasis effectiveJanuary 4, 2012, the date of Order G-1-12.

The AES Commission Panel notes the chronology of events subsequent to issuing Order G-1-12:

1. Order G-9-12 dated January 31, 2012, set a zero dollar CPCNthreshold on aninterim basis for AES projects and
other New Initiatives other than Biomethane projects and established thatthe final CPCNthreshold would be
determined followingthe completion of the Inquiry.

2. Order G-9-12 determined that four AES projects would not require a CPCN as their respective constructions were
started well inadvance of the Order, and outside of the 30 day period that is described in section 45(5) of the
Utilities Commission Act. However, no exclusions were provided for Natural Gas Vehicles (NGV) projects.

3. OnFebruary6, 2012, following discussion with Commission staff, FEl filed revised General Terms & Conditions
(GT&C) 12B. The revisionwas inaccordance with the directives in Order G-128-11, which approved, among other
items, the Service Agreement with Waste Management of Canada Corporation for Compressed Natural Gas
vehicles. On February 7, 2012, the Commission approved the revised GT&C 12B by Order G-14-12.

/2



2 LETTER L-29-12

The Commission Panel therefore clarifies asfollows:

The Commission Panel notes that the construction of the Kelowna SD CNG fuelling station was completed in 2011
and FEl has been providing CNG fuellingservicesince September 1,2011. The lack of express exclusion froma
CPCN requirement for the Kelowna SD in Order G-9-12 was due to FEl’s delayin seeking approval for the revised
GT&C 12B andthe correspondingdelayinfilinga serviceagreement with the Kelowna SD. The Commission Panel
believes that the Kelowna SD projecthas the potential of undergoing a more routine regulatory review and that no
publicinterestwill beserved by compelling the Kelowna SD project to undergo a CPCN review.

The Temporary Vedder project was the first LNG refuelling projectfiled with the Commission. Itwas given interim
approval and the regulatory review was suspended pending the outcome of the FEU 2012-2013 Revenue
Requirements. Unlikea CNG project, the Vedder permanent LNG fuelling projectinvolves issues thathavenot
undergone regulatory review, for example: the supply of LNG, the tanker transportation charge, the operationand
maintenance costs related to an LNG fuellingstation, as well as the evaluation of greenhouse gas emissions
reductions. The Commission Panel did not includethe permanent Vedder LNG fuelling projectin the exclusionlist
in Order G-9-12 becausethe Commission Panel intends that a CPCN be filed for approval.

In providingthis letter to clarify the CPCN threshold and regulatory process for FEI, the Commission Panel wishes to
emphasize that these CNG and LNG applications,such as the Kelowna SD and the Vedder applications, and other
applicationsthatarefiled with the Commission before the Commissionrenders its decision onthe AES Inquiry, aread hoc
AES applications. Theoverarchingissues with respectto whether AES and other New Initiatives should beregulated or not,
andif so, how they are to be regulated, areissues thatwill bedealt with inthe on-going AES Inquiry.
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Yours truly,
Alanna Gillis
Registered Interveners of:

CNG & LNG Service Application
FEI AES Inquiry
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