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

and

An Application by FortisBC Energy (Vancouver Island) Inc.
for Approval of 2014 Revenue Requirements and Rates

BEFORE: D.M. Morton, Panel Chair/Commissioner
D.A. Cote, Commissioner May 23, 2014
B.A. Magnan, Commissioner

ORDER
WHEREAS:

A. On September25, 2013, FortisBC Energy (Vancouverlsland) Inc. (FEVI) filed for approval of interimand
permanentdelivery rates effective January 1, 2014 (Application) pursuantto sections 59to 61 and 89 of the
Utilities Commission Act (UCA) and the Special Direction to the British Columbia Utilities Commission
(Commission) pursuantto Orderin Council 1510 (Special Direction);

B. FEVIseeks,amongotherthings, approval to maintain current natural gas rates forall customers, otherthan
those with specified rates in theirtransportation service agreements, foraone-year period commencing
January 1, 2014. FEVIproposesto utilize the surplusthat will existin the Rate Stabilization Deferral Account
(RSDA) to allow forrates to remain unchanged for 2014;

C. FEVlalsoseeksapproval of its schedule of demand and commodity charges, forecast gross operating and
maintenance (O&M) expenditures and, pursuantto section 2.10 of the Special Direction, its forecast Cost of
Service, forecast capital expenditures, and forecast revenue;

D. FEVlalsoseeks,amongotherthings, approvalsincludingallocation of costs for corporate and shared
services, and the discontinuation, continuation, and creation of deferral accounts and the amortization and
disposition of balancesin deferralaccounts;

E. On October2, 2013, pursuantto Order G-161-13, the Commission established a Preliminary Regulatory

Timetable which provided forone round of Information Requests and for submissions from FEVI and
Registered Interveners on furtherregulatory process;
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F. On November 28,2013, the Province of British Columbia deposited Orderin Council No. 557, dated
November27,2013, as B.C. Regulation 245/2013, Special Direction No. 5to the Commission (Special
Direction No.5). Special Direction No. 5contains, among otheritems, the following requirements:

3 In setting rates underthe Actfor a utility, the Commission must do the following:

(a) treat CNGservice and LNG service, and all other costs and revenues related tothose
services, as part of the utility’s natural gas class of service;

(b) allocate all costs and revenuesrelated to CNGservice and LNG service toall applicable
customers;

G. On December13, 2013, FEVI filed with the Commissionan Amendmentto the Applicationtoaddress,
among other things, changes to the approvals sought in the Application as aresult of the issuance of Special
Direction No. 5 (Application Amendment);

H. FEVlalsofiled on December 13, 2013, its submission on furtherregulatory process;

I. On December16, 2013, the British ColumbiaPensioners’ and Seniors’ Organization et al. (BCPSO) and the
Commercial Energy Consumers Association of British Columbia (CEC) filed submissions on further regulatory
process;

J. By OrderG-217-13 dated December 17, 2013, the Commission established a Final Regulatory Timetable for
the proceedingand determined thatthe Application be heard through awritten hearing process;

K. OnlJanuary 10, 2014, FEVIfiled an Evidentiary Update to reflect the changestothe forecastrevenue
deficiency resulting from the Application Amendment as well as certain otherrevisions identified in the first
round of Information Requests;

L. FEVIfileditsFinal Argumenton February 20, 2014;

M. By Order G-21-14 dated February 26, 2014, the Commission approved the amalgamation and adoption of
common rates on a three year phase-in basis of FortisBCEnergy Inc., FEVI, FortisBC Energy (Whistler) Inc.,
and Terasen Gas Holdings Inc. Directive 3(f) of Order G-21-14 makes the following determination on FEVI’s
RSDA:

3 Subjecttothe approval of amalgamation by the Lieutenant Governorin Council pursuantto section 53
of the Act, and effective upon amalgamation the Commission also approves the following:

... (f) The use of a Rate Stabilization Deferral Account (RSDA) Rider, to permitthe distribution of the
balance inthe RSDA to non-bypass customersinthe current FEl service areaover a three year period
effectiveas of the date of the amalgamation;
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N. BCPSOand CEC filed their Final Arguments on February 27, 2014;

O. FEVIfiledits Reply Argumenton March 6, 2014;

P.

The Commission has considered the evidence and submissions of the partiesinthe Application.

NOW THEREFORE pursuantto sections 59 to 61 of the Utilities Commission Act (UCA), forthe reasons setoutin
Appendix Atothis Order:

1.

FortisBC Energy (Vancouverlsland)Inc.’s (FEVI) request, pursuantto sections 59 to 61 of the UCA and
section 2.1 of the VancouverIsland Natural Gas Pipeline Act Special Direction (Special Direction), to establish
permanentrates effective January 1, 2014 for Core Market sales and transportation customers otherthan
customers who have specified ratesin theirtransportation service agreements, at the same level as 2013
rates, is approved.

FEVI’sforecast Cost of Service for 2014, subjecttothe modifications containedin Directives 3through 13 of
this Order, isapproved pursuant to section 2.10(a)(i) of the Special Direction.

FEVI’sforecast capital expenditures for 2014, subject to the modifications contained in Directive 13 of this
Order, isapproved as filed pursuant to section 2.10(a)(i) of the Special Direction.

FEVI'sforecastrevenue for2014, based on its proposed rates, is approved as filed pursuant to section
2.10(a)(ii) of the Special Direction.

FEVI's forecast gross operations and maintenance (O&M) expenditures for 2014 are not approved asfiled.
FEVI'srequestforan additional $200 thousand in expendituresin 2014 forthe Energy Solutions and External
Relations department’s natural gas heating awareness initiative is declined. FEVIisfurtherdirectedto
reduce its overall 2014 O&M forecast by an additional $800 thousand, fora total reduction to the 2014
O&M forecast of $1 million. This $1 million reduction to O&Mis independent of the modifications to O&M
requiredin Directive 13.

FEVIis directed to reduce its 2014 forecast for Transportation Demand Charges by $495 thousand. Subject
to this modification, FEVI’s 2014 cost of gas, as set outin Table B2-1 of the Application Amendment, is
approved.

FEVIis directed to file with the Commission, within six months of the date of this decision, areportanalyzing
the unaccountedforgas levels and to provide a mitigation strategy if warranted.

FEVI’srequest to allocate the difference between the netrevenues received and the actual cost of service,
excluding O&Mvariances from allowed, to the Rate Stabilization Deferral Account is approved.
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9. Theallocation of costsfor corporate services between FortisBC Holdings Inc. and FEVI and for Shared
Services between FortisBC Energy Inc. (FEI) and FEVI, as reflected in the Corporate Services Agreement and
Shared Service Agreementisapproved. The amount of the allocations shall be inaccordance with the
Commission’s determination onthese allocations in the FEI 2014-2018 Performance Based Ratemaking
Revenue Requirements proceeding (PBR Application).

10. Withrespectto FEVI’srequestsforthe discontinuance, modification, and creation of deferral accounts, and
the amortization and disposition of balances of deferral accounts commencing January 1, 2014:

a. FEVI'srequesttoestablishthe 2014 Revenue Requirements Application Costs deferral accountasa
rate base deferral accountand to amortize this deferral account overaone year period commencing
January 1, 2014 isapproved.

b. FEVI’srequesttoestablishthe Generic Cost of Capital Application Costs deferral accountas a rate
base deferral account and to amortize this deferral account overa two year period commencing
January 1, 2014 isapproved.

c. Therequestto change the amortization period forthe Pensionand Other Post Employment Benefits
(OPEB) Variance deferral account from the currently approved one yearamortization period to the
Expected Average Remaining Service Life (EARSL) of the benefit plansis not approved at this time.
However, FEVI may adoptany change in amortization period for this account which is approved for
FEl inthe FEI PBR proceeding.

d. FEVlis directedtoadopt, effective January 1, 2014, the amortization period for the Customer
Service Variance deferral account thatis approved for FEl in the FEI PBR proceeding.

e. Therequestto transfer FEVI’s portion of the balance of the Amalgamation and Rate Design
Application costs to rate base is approved.

f. FEVlis directedtoadopt, effective January 1, 2014, the amortization period forthe Amalgamation
and Rate Design Application costs whichisapproved for FElin the FEI PBR proceeding.

g. FEVI'srequest,assetoutin section C4.4.2 of the Application, for discontinuance of various deferral
accounts isapproved asfiled.

11. FEVI'srequest, assetoutin section C3.2 of the Application, for modificationtothe approved Lead Lag days

with the removal of the HST lead days and the insertion on GSTand PST lead daysis approved as filed
effectivelanuary 1, 2014.
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12. FEVI'srequest, assetoutin section C3.1 of the Application, to discontinue reconciliation of US Generally
Accepted Accounting Principles (GAAP) to Canadian GAAP in future BCUC Annual Reports isapproved.

13. Withrespectto FEVI’srequestsfor accounting policy changes:

a. FEVI'srequest,assetoutin section 3.3 of the Application, to change its method for calculation of
depreciation, whereby depreciation expense shall commence at the beginning of the year following
whenthe assetis placedintoservice, is notapproved at this time. However, FEVI may adopt the
method for calculation of depreciation approved for FEl in the FEI PBR Proceeding.

b. FEVI’srequest,assetinsection C3.1 of the Application, toincludethe retiree portion of pension and
OPEB expensesin benefitloadings for O&Mand capital is not approved at this time. However, FEVI
may adoptthe treatment of pension and OPEB expenses approved for FEl in the FEI PBR proceeding.

c. FEVI'srequest,assetoutin section C3.1 of the Application, to capitalize annual software costs paid
to vendorsin support of upgrade capability is not approved at this time. However, FEVI may adopt
the treatment of capitalization of the annual software costs approved for FEl in the FEI PBR
proceeding.

14. FEVImust file revised financial schedulesin accordance with the directives in this Decision and in accordance
with the applicable directives in the Commission’s decisioninthe FEI PBR proceeding, no laterthan 30 days
afterthe issuance of that decision.

DATED at the City of Vancouver, in the Province of British Columbia, this 23rd day of May, 2014.
BY ORDER
Original Signed By:
D.M. Morton

Commissioner
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