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September 28, 2009 
 
 
British Columbia Utilities Commission 
Sixth Floor, 900 Howe Street 
Vancouver, B.C.  V6Z 2N3 
 
Attention:  Ms. Erica M. Hamilton, Commission Secretary 
 
Dear Ms. Hamilton: 
 
 
Re: Terasen Gas Inc. (“Terasen Gas”) 

2010 and 2011 Revenue Requirements and Delivery Rates Application 
 
Response to the British Columbia Utilities Commission (“BCUC” or the 
“Commission”) Information Request (“IR”) No. 2 (Exhibit B-12) 

Revised Response to BCUC IR 2.11.6 

 
On June 15, 2009, Terasen Gas filed the Application as referenced above.  In accordance 
with Commission Order No. G-89-09 setting out the Regulatory Timetable for the Application, 
on September 11, 2009, Terasen Gas submitted its response to BCUC IR No. 2 (Exhibit B-
12). 
 
On September 24, 2009, Terasen Gas became aware of a new Ontario Order-in-Council, 
issued pursuant to the Ontario Energy Board Act, that enables Union Gas Limited and 
Enbridge Gas Distribution Inc. to own and operate assets of renewable energy projects in 
furtherance of that province's energy conservation objectives. Those utilities had previously 
been prohibited from doing so. Terasen Gas felt it was necessary to revise its response to 
BCUC IR 2.11.6 (Exhibit B-12, pages 33 and 34), which had asked about other North 
American utilities that are permitted to provide alternative energy, to reflect this new 
information. 

Terasen Gas respectfully submits the attached revised response to BCUC IR 2.11.6 (Exhibit 
B-12, pages 33 and 34) for replacement insertion into Binder Volume 6.  Note that there is no 
change to the response to BCUC IR 2.11.7 on page 34 which has been included for ease of 
page replacement.  Also included for insertion into Binder Volume 6 is an addition to 
Attachment 11.6. 

If there are any questions regarding the attached, please contact the undersigned.  

Yours very truly, 
 
TERASEN GAS INC. 
 
Original signed by:  Diane Roy 
 

For: Tom A. Loski 
 
Attachment 

cc (e-mail only):  Registered Parties  
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solutions. The sharing of common costs will be beneficial to existing natural gas customers; 
however, it is likely to be a number of years before this benefit is materially realized.  The 
alternative energy solutions that TGI has included in the RRA therefore do not immediately 
reduce the business risk inherent to the natural gas business.   

The natural gas business risk will be mitigated to a degree if the Terasen Gas is successful in 
attracting new business in these alternative energy solutions so that enough shared services 
costs can be allocated to these new energy alternative solutions over time to help in offsetting 
the impact of lost throughput on the natural gas systems.  It is also the intent that by providing 
new alternative energy solutions, Terasen Gas will be better able to keep natural gas as part of 
the solution relating to delivering integrated energy solutions to customers. 

 

11.6 Please provide examples of North American natural gas distribution utilities that 
are permitted provide alternative energy services and include alternative energy 
capital costs in gas utility rate base. 

UResponse: 

On September 8, 2009, the Lieutenant Governor of Ontario approved an Order-in-Council 
(included in Attachment 11.6), pursuant to the Ontario Energy Board Act, that enables Union 
Gas Limited (“Union Gas”) and Enbridge Gas Distribution Inc. (“Enbridge”) to own and operate 
assets that will help the Province achieve its energy conservation objectives, including assets 
related to solar-thermal water and ground source heat pumps.  The Order-in-Council also 
permits Union Gas and Enbridge to own and operate renewable energy electric generation 
facilities producing less than 10 megawatts, generation facilities that produce power and thermal 
energy from a single source and energy storage facilities.  Since the Ontario legislation did not 
provide for the ability of a gas delivery company to own and operate alternative energy facilities, 
the Order in Council now permits Union Gas and Enbridge to provide alternative energy 
solutions for its customers in addition to natural gas services, thereby helping the province meet 
its energy objectives.  There is therefore a precedent within Canada for gas distribution 
companies to be permitted to provide alternative energy to meet provincial energy objectives  

TGI believes that its own alternative energy solutions will help the province of British Columbia 
to meet its energy objectives, which are embedded in the Utilities Commission Act as the 
“government’s energy objectives”.  Unlike the situation in Ontario, however, an Order-in-Council 
is not needed to permit TGI to own and operate alternative energy projects, since the Utilities 
Commission Act already permits TGI to do so and provides the BCUC with the necessary 
jurisdiction to approve TGI’s proposals with respect to alternative energy solutions as set forth in 
this application.   

In addition, Attachment 11.6 includes a report which demonstrates that while not common, there 
are energy providers that have started out as natural gas providers and have transitioned into 
the provision of other energy forms.  TGI was not able to determine if the alternative energy 
services were included in the natural gas rate base.   
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The fact that it is not common in other jurisdictions at the present time for alternative energy 
services to be offered to within a traditional utility context does not speak strongly   as to 
whether it is appropriate or inappropriate to do so in BC.  Energy legislation, climate change 
legislation and the policy context in which utilities operate all vary from one jurisdiction to the 
next.  BC’s climate change and GHG reduction commitments are very strong and, with so much 
of the province’s electricity coming from hydro sources, the opportunities to obtain GHG 
reductions from the electric sector are minimal compared to other jurisdictions.   The Province 
has indicated its desire to have public utilities play an important role in implementing its Energy 
Plan policies.  As the province, Canada and the world move into a carbon constrained operating 
environment, TGI believes that it will become more and more common for utilities in many 
jurisdictions to offer service for more than one form of energy.   

With respect to British Columbia, there is precedent for a utility providing more than one service.  
Notably, BC Hydro used to provide both electricity and gas service to customers within the 
same corporate entity. Today, there is still nothing in the Utilities Commission Act that restricts 
or prohibits a provider of one energy form from providing another energy form.   TGI currently 
provides both natural gas and propane (Revelstoke) service to customers. TGI believes that the 
provision of more than one form of energy is good for both existing gas customers as well as 
new customers, whether they are gas or alternative energy customers, and as such, inclusion of 
the alternative energy service within the gas utility is appropriate. The economic tests developed 
by TGI and proposed in this Application protect customers by ensuring that the alternative 
energy customers pay rates based on their cost of service. 

 

11.7 For a specific energy use (heating, hot water), will customers who utilize 
alternative energy as their primary energy source and natural gas as a secondary 
energy source, have a lower load factor than customers that utilized natural gas 
as their primary energy source? 

UResponse: 

Potentially.  This depends, however, upon the nature of the alternative energy source and the 
types of other natural gas appliances in the home.  Additionally, this is no different than if natural 
gas customers participate in EEC offerings which could have the effect of changing the load 
factor.  Note that some current natural gas customers will transition to alternative energy 
sources whether or not TGI is able to provide these services.  If TGI provides these services, it 
is better positioned to ensure that gas is used in the appropriate appliances and the customer’s 
overall energy system is properly configured.  In doing so, TGI can ensure that the load factor is 
as high as possible.  If alternative energy is provided by another provider, there would be no 
benefit from that provider in seeking to maintain the natural gas system load factor and they 
would not have an interest in promoting gas use as a back-up heating fuel or in other end uses.  
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