
 
 
 
 
 
February 25, 2011 
 
 
 
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") 

Application for Approval of a Service Agreement for Compressed Natural Gas 
(“CNG”) Service and for Approval of General Terms and Conditions (“GT&Cs”) 
for CNG and Liquified Natural Gas (“LNG”) Service (the “Application”) 
British Columbia Utilities Commission (“BCUC” or the “Commission”) Order 
No. G-6-11 Compliance Filing 

 
On January 14, 2011, the Commission issued Order No. G-6-11 and its Decision on the 
agreement between Terasen Gas and Waste Management of Canada Corporation (the “WM 
Agreement”) in the Application referenced above.   
 
In paragraph number 1 of Order No. G-6-11, the Commission directed Terasen Gas to: 
 

1.  The Commission approves on an interim basis the WM Agreement as a Tariff 
Supplement, providing that all references to EEC funding and Vehicle 
Reimbursement are removed and Terasen files the amended agreement and the 
financial schedules that support the rates in it on a non‐confidential basis. 

 
In accordance with Commission Order No. G-6-11, attached please find the following: 

• Appendix E – Financial Schedules on a non-confidential basis for the public record of 
this proceeding;  

• Responses to Information Requests related to Appendix E on a non-confidential 
basis for the public record of this proceeding, including BCUC IRs 1.10.1 to 1.10.7, 
1.15.1 to 1.15.3, 1.16.1, 1.17.1, 1.17.2, 1.18.1 to 1.18.4, 1.19.1 to 1.19.2, 1.20.1, 
1.21.1 to 1.21.4, 1.23.1 to 1.23.4, 1.24.1 and 1.24.1.1; and 

• Two original copies of Tariff Supplement J-1 for Commission endorsement.  TGI 
respectfully requests return of one endorsed copy for TGI’s records. 

Diane Roy 
Director, Regulatory Affairs 
 
16705 Fraser Highway 
Surrey, B.C.  V4N 0E8 
Tel:  (604) 576-7349 
Cell: (604) 908-2790 
Fax: (604) 576-7074 
Email:  diane.roy@terasengas.com   
www.terasengas.com  
 
Regulatory Affairs Correspondence 
Email:   regulatory.affairs@terasengas.com 
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If you have any questions or require further information related to this Application, please do 
not hesitate to contact Shawn Hill at (604) 592-7840. 
 
Yours very truly, 
 
TERASEN GAS INC.  
 
 
Original signed:   
 

 Diane Roy 
 
 
Attachment 
 
cc (e-mail only):   Registered Parties 
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Revenue Requirement
Appendix E - Schedule 1
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Revenue Requirement
2 Cost of Energy Sold -       -       -       -       -       -       -       -        -         -       -       -       -       -       -       -       -       -       -       -       
3 Operation and Maintenance Schedule 2, Line 19 18    19    19    20    20    20    21    21    22      22    22    23    23    24    24    25    25    26    26    27    
4 Property Taxes Schedule 2, Line 29 5      5      6      6      7      7      7      7       7        7      7      8      8      8      8      8      8      8      8      8      
5 Depreciation Expense Schedule 8, Line 17 + Line 38 38    38    38    38    38    38    38    38    38      38    38    39    39    39    39    39    39    39    39    39    
6 Removal Cost Provision Schedule 8, Line 48 -       -       -       -       -       -       -       -        -         -       -       -       -       -       -       -       -       -       -       -       
7 Amortization Expense Schedule 9, Line 19 -       -       -       -       -       -       -       -        -         -       -       -       -       -       -       -       -       -       -       -       
8 Other Revenue Schedule 2, Line 24 -       -       -       -       -       -       -       -        -         -       -       -       -       -       -       -       -       -       -       -       
9 Income Taxes Schedule 3, Line 19 (1)    (18)  (11)  (6)    (1)    2      5      7       8        10    11    11    12    12    12    12    12    12    12    11    
10 Earned Return Schedule 5, Line 24 57    55    53    50    47    44    42    39    36      33    31    28    25    22    19    17    14    11    8      6      

11
12 Annual Revenue Requirement Sum of Lines 2 through 10 117 99    104 108 110 111 112 112 111   110 109 108 106 104 102 100 98    96    94    92    

Cost of Service 1 of 13



Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: O&M, Other Revenue and Property Tax
Appendix E - Schedule 2
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Gross O&M
2 Labour Costs -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
3
4 Vehicle Costs -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
5 Employee Expenses -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
6 Materials & Supplies -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
7 Computer Costs -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
8 Fees & Administrations Costs -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
9 Contractor Costs 21       22       22       23       23       24       24       25       25       26         26        27       27       28       28       29       29       30       31       31       
10 Facilities -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
11 Recoveries & Revenue -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          

12
13 Non-Labour Costs 21       22       22       23       23       24       24       25       25       26         26        27       27       28       28       29       29       30       31       31       
14
15 Total Gross O&M Expenses 21       22       22       23       23       24       24       25       25       26         26        27       27       28       28       29       29       30       31       31       
16
17 (Less): Capitalized Overhead Overhead rate of 14% (3)        (3)        (3)        (3)        (3)        (3)        (3)        (3)        (4)        (4)          (4)         (4)        (4)        (4)        (4)        (4)        (4)        (4)        (4)        (4)        
18 Add (Less): Adjustment -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          

19 Net O&M 18       19       19       20       20       20       21       21       22       22         22        23       23       24       24       25       25       26       26       27       
20
21 Other Revenue
22 Environmental Credits -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
23 Miscellaneous -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          

24 Total Other Revenue -          -          -          -          -          -          -          -          -           -            -           -          -          -          -          -          -          -          -          -          
25
26 Property Taxes
27 General, School and Other 5          5          5          5          5          6          6          6          6           6            6           6          6          7          7          7          7          7          7          7          

28 1% in Lieu of General Municipal Tax1
Schedule 11, Line 7/1000 x 1% -            -            1            1            1            1            1            1            1            1            1            1            1            1            1            1            1            1            1            1            

29 Total Property Taxes 5          5          6          6          7          7          7          7          7           7            7           8          8          8          8          8          8          8          8          8          
30
31 1-  Calculation is based on the second preceeding year; ex., 2012 is based on 2010 revenue

O&M and Property Tax 2 of 13



Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Income Tax Expense
Appendix E - Schedule 3
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Income Tax Expense
2
3 Earned Return Schedule 5, Line 24 56.6     55.3     52.5     49.8     47.0     44.3     41.5     38.8     36.0     33.3       30.5     27.7     25.0     22.2     19.4     16.7     13.9     11.1     8.3       5.6       
4 Deduct: Interest on debt Schedule 5, Line 23 (29.5)    (28.8)    (27.3)    (25.9)    (24.5)    (23.1)    (21.6)    (20.2)    (18.8)    (17.3)      (15.9)    (14.4)    (13.0)    (11.6)    (10.1)    (8.7)      (7.2)      (5.8)      (4.3)      (2.9)      
5 Add (Deduct):  Amortization Expense Schedule 9, Line 19 -            -            -            -            -            -            -            -            -             -              -            -            -            -            -            -            -            -            -            -            
6 Add: Depreciation Expense Schedule 8, Line 17 + Line 38 37.6     37.7     37.7     37.8     37.9     38.0     38.1     38.2     38.3     38.4       38.5     38.6     38.7     38.8     38.9     39.0     39.1     39.2     39.3     39.4     
7 Add: Removal Cost Provision Schedule 8, Line 48 -            -            -            -            -            -            -            -            -             -              -            -            -            -            -            -            -            -            -            -            
8 Deduct:  Overhead Capitalized Expensed for Tax Purposes Schedule 2 , Line 17 x 6 / 14 (1.3)      (1.3)      (1.3)      (1.4)      (1.4)      (1.4)      (1.4)      (1.5)      (1.5)      (1.5)        (1.6)      (1.6)      (1.6)      (1.7)      (1.7)      (1.7)      (1.8)      (1.8)      (1.8)      (1.9)      
9 Deduct: Capital Cost Allowance Schedule 4, Line 34 (64.9)    (117.5)  (95.1)    (77.2)    (62.9)    (51.3)    (42.1)    (34.6)    (28.6)    (23.8)      (19.9)    (16.8)    (14.2)    (12.2)    (10.5)    (9.2)      (8.1)      (7.2)      (6.5)      (5.9)      

10 Taxable Income After Tax Sum of Lines 3 through 9 (1.5)      (54.6)    (33.6)    (16.9)    (3.8)      6.5       14.5     20.7     25.4     29.0       31.6     33.5     34.8     35.6     36.0     36.0     35.9     35.5     35.0     34.3     
11
12 Income Tax Rate 26.50% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00%
13 1 - Current Income Tax Rate 1 - Line 12 73.50% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00%
14
15 Taxable Income  Line 10 / Line 13 (2.0)      (72.8)    (44.7)    (22.5)    (5.1)      8.7       19.3     27.6     33.9     38.7       42.2     44.7     46.4     47.4     47.9     48.1     47.8     47.4     46.6     45.8     

16
17 Total Income Tax Expense Line 15 x Line 12 (0.5)      (18.2)    (11.2)    (5.6)      (1.3)      2.2       4.8       6.9       8.5        9.7         10.5     11.2     11.6     11.9     12.0     12.0     12.0     11.8     11.7     11.4     
18 Adjustments -            -            -            -            -            -            -            -            -             -              -            -            -            -            -            -            -            -            -            -            

19 Net Tax Expense Line 17 + Line 18 (0.5)      (18.2)    (11.2)    (5.6)      (1.3)      2.2       4.8       6.9       8.5        9.7         10.5     11.2     11.6     11.9     12.0     12.0     12.0     11.8     11.7     11.4     
20

Income Tax 3 of 13



Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Capital Cost Allowance
Appendix E - Schedule 4
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 CNG Dispensing Equipment- Class 8 @ 20%
2 Opening Balance Preceeding Year, Line 5 -          510     408     327     261     209     167     134     107       86        68       55       44       35       28       22       18       14       11       9          
3 Additions Schedule 7 , Line 12 - AFUDC 567     -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
4 CCA [Line 2 + ( Line 3 x 1/2)] x CCA Rate (57)      (102)    (82)      (65)      (52)      (42)      (33)      (27)      (21)        (17)       (14)      (11)      (9)        (7)        (6)        (4)        (4)        (3)        (2)        (2)        

5 Closing Balance Sum of Lines 2 through 4 510     408     327     261     209     167     134     107     86         68        55       44       35       28       22       18       14       11       9          7          
6
7 Foundation- Class 1.3 @ 6%
8 Opening Balance Preceeding Year, Line 11 -          124     116     109     103     97       91       85       80         75        71       67       63       59       55       52       49       46       43       41       
9 Additions Schedule 7 , Line 13 - AFUDC 127     -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
10 CCA [Line 8 + ( Line 9 x 1/2)] x CCA Rate (4)        (7)        (7)        (7)        (6)        (6)        (5)        (5)        (5)          (5)         (4)        (4)        (4)        (4)        (3)        (3)        (3)        (3)        (3)        (2)        

11 Closing Balance Sum of Lines 8 through 10 124     116     109     103     97       91       85       80       75         71        67       63       59       55       52       49       46       43       41       38       
12
13 Pumps- Class 8 @ 20%
14 Opening Balance Preceeding Year, Line 17 -          -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
15 Additions Schedule 7 , Line 14 - AFUDC -          -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
16 CCA [Line 14 + ( Line 15 x 1/2)] x CCA Rate -          -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          

17 Closing Balance Sum of Lines 14 through 16 -          -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
18
19 NG Dehydrator- Class 8 @ 20%
20 Opening Balance Preceeding Year, Line 23 -          39       31       25       20       16       13       10       8            7           5          4          3          3          2          2          1          1          1          1          
21 Additions Schedule 7 , Line 15 - AFUDC 43       -          -          -          -          -          -          -          -            -           -          -          -          -          -          -          -          -          -          -          
22 CCA [Line 20 + ( Line 21 x 1/2)] x CCA Rate (4)        (8)        (6)        (5)        (4)        (3)        (3)        (2)        (2)          (1)         (1)        (1)        (1)        (1)        (0)        (0)        (0)        (0)        (0)        (0)        

23 Closing Balance Sum of Lines 20 through 22 39       31       25       20       16       13       10       8          7            5           4          3          3          2          2          1          1          1          1          1          
24
25 Capitalized Overhead- Class TGI Avg @ 6%
26 Opening Balance Preceeding Year, Line 29 -          2          3          5          6          8          9          10       12         13        14       15       16       18       19       20       21       22       23       24       
27 Additions Schedule 2 , Line 17 x 8 / 14 2          2          2          2          2          2          2          2          2            2           2          2          2          2          2          2          2          2          2          2          
28 CCA [Line 26 + ( Line 27 x 1/2)] x CCA Rate (0)        (0)        (0)        (0)        (0)        (1)        (1)        (1)        (1)          (1)         (1)        (1)        (1)        (1)        (1)        (1)        (1)        (1)        (1)        (2)        

29 Closing Balance Sum of Lines 26 through 28 2          3          5          6          8          9          10       12       13         14        15       16       18       19       20       21       22       23       24       25       
30
31 Total CCA
32 Opening Balance Preceeding Year, Line 35 -          675     559     466     390     329     280     240     207       180      159     141     126     114     104     96       89       83       78       74       

33 Additions 1 740       2            2            2            2            2            2            2            2            2            2            2            2            2            2            2            2            2            2            2            
34 CCA (65)      (117)    (95)      (77)      (63)      (51)      (42)      (35)      (29)        (24)       (20)      (17)      (14)      (12)      (11)      (9)        (8)        (7)        (7)        (6)        

35 Closing Balance Sum of Lines 32 through 34 675     559     466     390     329     280     240     207     180       159      141     126     114     104     96       89       83       78       74       71       
36 1-  Schedule 7 , Line 17 - Line 16, + Line 27 above  - AFUDC

CCA & CEC 4 of 13



Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Rate Base
Appendix E - Schedule 5
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Rate Base
2 Gross Plant In Service- Beginning Schedule 7, Line 9 -           754      757      760     763     766      770      773      776       780        783      787      791      795      798      802     806     811     815     819     
3 Gross Plant In Service- Ending Schedule 7, Line 33 754      757      760      763     766     770      773      776      780       783        787      791      795      798      802      806     811     815     819     823     
4
5 Accumulated Depreciation- Beginning Schedule 8, Line 9 -           (38)       (75)       (113)   (151)   (189)     (227)     (265)     (303)      (341)       (380)     (418)     (457)     (495)     (534)     (573)   (612)   (651)   (690)   (730)   
6 Accumulated Depreciation- Ending Schedule 8, Line 33 (38)       (75)       (113)     (151)   (189)   (227)     (265)     (303)     (341)      (380)       (418)     (457)     (495)     (534)     (573)     (612)   (651)   (690)   (730)   (769)   
7
8 Contributions in Aid of Construction- Beginning Schedule 7, Line 37 -           -           -           -          -          -           -           -           -            -            -           -           -           -           -           -          -          -          -          -          
9 Contributions in Aid of Construction- Ending Schedule 7, Line 40 -           -           -           -          -          -           -           -           -            -            -           -           -           -           -           -          -          -          -          -          
10
11 Accumulated Amortization- Beginning Schedule 8, Line 37 -           -           -           -          -          -           -           -           -            -            -           -           -           -           -           -          -          -          -          -          
12 Accumulated Amortization- Ending Schedule 8, Line 40 -           -           -           -          -          -           -           -           -            -            -           -           -           -           -           -          -          -          -          -          

13
14 Net Plant in Service, Mid-Year Sum (Lines 2 through 12 )/2 358      699      664      630     595     560      525      491      456       421        386      352      317      282      247      212     177     142     107     72       
15

16 Adjustment to 13-month average 1 358        -             -             -            -            -             -             -             -             -             -             -             -             -             -             -            -            -            -            -            
17 Unamortized Deferred Charges, Mid-Year Schedule 9, Line 22 -           -           -           -          -          -           -           -           -            -            -           -           -           -           -           -          -          -          -          -          

18 Cash Working Capital 2 (2)           (2)           (2)           (2)          (2)          (2)           (2)           (2)           (2)           (2)           (2)           (2)           (2)           (2)           (2)           (2)          (2)          (2)          (2)          (2)          

19 Total Rate Base Sum of Lines 14 - 18 715      697      663      628     593     559      524      489      454       420        385      350      315      280      245      210     175     140     105     70       
20
21 Return on Rate Base
22 Equity Return Line 19 x ROE x Equity % 27        26        25        24       23       21        20        19        17         16         15        13        12        11        9          8         7         5         4         3         

23 Debt Component 3 29          29          27          26         24         23          22          20          19          17          16          14          13          12          10          9           7           6           4           3           

24 Total Earned Return Line 22 + Line 23 57        55        53        50       47       44        42        39        36         33         31        28        25        22        19        17       14       11       8         6         
25 Return on Rate Base % Line 24 / Line 19 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93% 7.93%
26
27 1-  [Schedule 7, (Line 17 + Line 38) + Schedule 8, (Line 17+ Line 38)] x (Days In-service/365-1/2)

28 2-  Schedule 7, Line 33 x TGI CWC/Closing GPIS %

29 3- Line 19 x (LTD Rate x LTD% + STD Rate x STD %)
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Capital Spending
Appendix E - Schedule 6

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Capital Spending Prior to 2011
2 CNG Dispensing Equipment 567.1       
3 Foundation 127.5       
4 Pumps -                
5 NG Dehydrator 43.5         
6

7 Total Capital Spending Prior to 2011 Sum of Lines 2 through 6 738.0       
8
9 AFUDC Prior to 2011
10 CNG Dispensing Equipment 9.7           
11 Foundation 2.2           
12 Pumps -                
13 NG Dehydrator 0.7           
14

15 Total AFUDC Prior to 2011 Sum of Lines 10 through 14 12.7         
16
17 Capital Spending 2011 Onwards
18 CNG Dispensing Equipment -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
19 Foundation -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
20 Pumps -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
21 NG Dehydrator -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
22

23 Total Capital Spending 2011 Onwards Sum of Lines 18 through 22 -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
24
25 AFUDC 2011 Onwards
26 CNG Dispensing Equipment -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
27 Foundation -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
28 Pumps -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
29 NG Dehydrator -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
30

31 Total AFUDC 2011 Onwards Sum of Lines 26 through 30 -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
32

33 Total Capital Spending1 Line 23 738.0         -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             
34 Total AFUDC Line 31 12.7         -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           

35 Total Annual Capital Spending and AFUDC Line 33 + Line 34 750.7       -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
36
37 Contributions in Aid of Construction -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
38 Removal Costs -                -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           

39 Net Annual Project Costs- Capital Line 35 + 37 + 38 750.7       -           -           -           -           -           -           -             -            -           -           -           -           -           -           -           -           -           -           -           
40
41 Total Project Costs- Capital Spending and AFUDC Sum of Line 35 750.7       
42 Total Net Project Costs- including CIAC & Removal Costs Sum of Line 39 750.7       
43
44 1-  Excluding capitalized overhead; First year of analysis includes all prior year spending
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Gross Plant in Service & Contributions in Aid of Construction
Appendix E - Schedule 7
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Gross Plant in Service
2
3 Gross Plant in Service, Beginning
4 CNG Dispensing Equipment Preceeding Year, Line 28 -          577     577     577     577     577     577     577     577      577       577     577     577     577     577     577     577     577     577     577     
5 Foundation Preceeding Year, Line 29 -          130     130     130     130     130     130     130     130      130       130     130     130     130     130     130     130     130     130     130     
6 Pumps Preceeding Year, Line 30 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
7 NG Dehydrator Preceeding Year, Line 31 -          44       44       44       44       44       44       44       44        44         44       44       44       44       44       44       44       44       44       44       
8 Capitalized Overhead Preceeding Year, Line 32 -          3          6          9          12       16       19       22       26        29         33       36       40       44       48       52       56       60       64       68       

9 Total Gross Plant in Service, Beginning Sum of Lines 4 through 8 -          754     757     760     763     766     770     773     776      780       783     787     791     795     798     802     806     811     815     819     
10
11 Gross Plant in Service, Additions
12 CNG Dispensing Equipment Schedule 6, Lines 2 + 10 + 18 + 26 577     -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
13 Foundation Schedule 6, Lines 3 + 11 + 19 + 27 130     -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
14 Pumps Schedule 6, Lines 4 + 12 + 20 + 28 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
15 NG Dehydrator Schedule 6, Lines 5 + 13 + 21 + 29 44       -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
16 Capitalized Overhead Schedule 2, Line 17 3          3          3          3          3          3          3          3          4           4           4          4          4          4          4          4          4          4          4          4          

17 Total Gross Plant in Service, Additions Sum of Lines 12 through 16 754     3          3          3          3          3          3          3          4           4           4          4          4          4          4          4          4          4          4          4          
18
19 Gross Plant in Service, Retirements
20 CNG Dispensing Equipment -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
21 Foundation -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
22 Pumps -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
23 NG Dehydrator -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
24 Capitalized Overhead -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

25 Total Gross Plant in Service, Retirements Sum of Lines 20 through 24 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
26
27 Gross Plant in Service, Ending
28 CNG Dispensing Equipment Line 4 + Line 12 + Line 20 577     577     577     577     577     577     577     577     577      577       577     577     577     577     577     577     577     577     577     577     
29 Foundation Line 5 + Line 13 + Line 21 130     130     130     130     130     130     130     130     130      130       130     130     130     130     130     130     130     130     130     130     
30 Pumps Line 6 + Line 14 + Line 22 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
31 NG Dehydrator Line 7 + Line 15 + Line 23 44       44       44       44       44       44       44       44       44        44         44       44       44       44       44       44       44       44       44       44       
32 Capitalized Overhead Line 8 + Line 16 + Line 24 3          6          9          12       16       19       22       26       29        33         36       40       44       48       52       56       60       64       68       73       

33 Total Gross Plant in Service, Ending Sum of Lines 28 through 32 754     757     760     763     766     770     773     776     780      783       787     791     795     798     802     806     811     815     819     823     
34
35
36 Contributions in Aid of Construction (CIAC)
37 CIAC, Beginning -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
38 Additions -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
39 Retirements -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

40 CIAC, Ending Sum of Lines 37 through 39 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Accumulated Depreciation & Amortization
Appendix E - Schedule 8
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Accumulated Depreciation
2
3 Accumulated Depreciation, Beginning
4 CNG Dispensing Equipment Preceeding Year, Line 28 -          (29)      (58)      (87)      (115)    (144)    (173)    (202)    (231)     (260)      (288)    (317)    (346)    (375)    (404)    (433)    (461)    (490)    (519)    (548)    
5 Foundation Preceeding Year, Line 29 -          (6)        (13)      (19)      (26)      (32)      (39)      (45)      (52)       (58)        (65)      (71)      (78)      (84)      (91)      (97)      (104)    (110)    (117)    (123)    
6 Pumps Preceeding Year, Line 30 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
7 NG Dehydrator Preceeding Year, Line 31 -          (2)        (4)        (7)        (9)        (11)      (13)      (15)      (18)       (20)        (22)      (24)      (27)      (29)      (31)      (33)      (35)      (38)      (40)      (42)      
8 Capitalized Overhead Preceeding Year, Line 32 -          (0)        (0)        (0)        (1)        (1)        (2)        (2)        (3)         (3)          (4)        (5)        (6)        (7)        (9)        (10)      (11)      (13)      (15)      (17)      

9 Total Accumulated Depreciation, Beginning Sum of Lines 4 through 8 -          (38)      (75)      (113)    (151)    (189)    (227)    (265)    (303)     (341)      (380)    (418)    (457)    (495)    (534)    (573)    (612)    (651)    (690)    (730)    
10

11 Accumulated Depreciation, Depreciation Expense1

12 CNG Dispensing Equipment@ 5% Schedule 7, Line 4 & Line 12 (29)      (29)      (29)      (29)      (29)      (29)      (29)      (29)      (29)       (29)        (29)      (29)      (29)      (29)      (29)      (29)      (29)      (29)      (29)      (29)      
13 Foundation@ 5% Schedule 7, Line 5 & Line 13 (6)        (6)        (6)        (6)        (6)        (6)        (6)        (6)        (6)         (6)          (6)        (6)        (6)        (6)        (6)        (6)        (6)        (6)        (6)        (6)        
14 Pumps@ 5% Schedule 7, Line 6 & Line 14 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
15 NG Dehydrator@ 5% Schedule 7, Line 7 & Line 15 (2)        (2)        (2)        (2)        (2)        (2)        (2)        (2)        (2)         (2)          (2)        (2)        (2)        (2)        (2)        (2)        (2)        (2)        (2)        (2)        
16 Capitalized Overhead@ 2.7% Schedule 7, Line 8 & Line 16 (0)        (0)        (0)        (0)        (0)        (0)        (1)        (1)        (1)         (1)          (1)        (1)        (1)        (1)        (1)        (1)        (2)        (2)        (2)        (2)        

17 Total Accumulated Depreciation, Depreciation Exp Sum of Lines 12 through 16 (38)      (38)      (38)      (38)      (38)      (38)      (38)      (38)      (38)       (38)        (38)      (39)      (39)      (39)      (39)      (39)      (39)      (39)      (39)      (39)      
18
19 Accumulated Depreciation, Retirements
20 CNG Dispensing Equipment Schedule 7, Line 20 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
21 Foundation Schedule 7, Line 21 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
22 Pumps Schedule 7, Line 22 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
23 NG Dehydrator Schedule 7, Line 23 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
24 Capitalized Overhead Schedule 7, Line 24 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

25 Total Accumulated Depreciation, Retirements Sum of Lines 20 through 24 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
26
27 Accumulated Depreciation, Ending
28 CNG Dispensing Equipment Line 4 + Line 12 + Line 20 (29)      (58)      (87)      (115)    (144)    (173)    (202)    (231)    (260)     (288)      (317)    (346)    (375)    (404)    (433)    (461)    (490)    (519)    (548)    (577)    
29 Foundation Line 5 + Line 13 + Line 21 (6)        (13)      (19)      (26)      (32)      (39)      (45)      (52)      (58)       (65)        (71)      (78)      (84)      (91)      (97)      (104)    (110)    (117)    (123)    (130)    
30 Pumps Line 6 + Line 14 + Line 22 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
31 NG Dehydrator Line 7 + Line 15 + Line 23 (2)        (4)        (7)        (9)        (11)      (13)      (15)      (18)      (20)       (22)        (24)      (27)      (29)      (31)      (33)      (35)      (38)      (40)      (42)      (44)      
32 Capitalized Overhead Line 8 + Line 16 + Line 24 (0)        (0)        (0)        (1)        (1)        (2)        (2)        (3)        (3)         (4)          (5)        (6)        (7)        (9)        (10)      (11)      (13)      (15)      (17)      (18)      

33 Total Accumulated Depreciation, Ending Sum of Lines 28 through 32 (38)      (75)      (113)    (151)    (189)    (227)    (265)    (303)    (341)     (380)      (418)    (457)    (495)    (534)    (573)    (612)    (651)    (690)    (730)    (769)    
34
35
36 Accumulated Amortization of Contributions in Aid of Construction (CIAC)
37 Accumulated Amortization CIAC, Beginning -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

38 Amortization 1 -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            
39 Retirements -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

40 Accumulated Amortization CIAC, Ending Sum of Lines 37 through 39 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
41
42 Removal Cost Provision
43 CNG Dispensing Equipment -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
44 Foundation -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
45 Pumps -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
46 NG Dehydrator -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
47

48 Total Removal Cost Provision Sum of Lines 43 through 47 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
49
50 1-  Depreciation & Amortization Expense calculation is based on opening balance + (additions x in-service days/365 if it is the in-service year for project/; otherwise, additions x 1/2)
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Deferred Charges & Deficiency / Surplus [Tracker]
Appendix E - Schedule 9
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1
2 Deficiency / Surplus [Tracker]
3 Opening Balance Previous Year, Line 11 -          16       13       14       15       17       18       18       15        9           -          -          -          -          -          -          -          -          -          -          
4 Gross Addition Schedule 11, Line 15 16       (4)        (0)        1          1          0          (2)        (4)        (7)         (10)        -          -          -          -          -          -          -          -          -          -          
5 Tax  -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

6 Net Addition Line 4 + Line 5 16       (4)        (0)        1          1          0          (2)        (4)        (7)         (10)        -          -          -          -          -          -          -          -          -          -          
7 AFUDC
8 Equity (Line 3) x (Schedule 10, Lines 7 x 8) -          1          0          1          1          1          1          1          1           0           -          -          -          -          -          -          -          -          -          -          

9 Debt 1 -            1            0            0            0            1            1            1            0            0            -            -            -            -            -            -            -            -            -            -            

10 Interest Adjustment 2 -            -            -            -            -            -            -            -            -            0            -            -            -            -            -            -            -            -            -            -            

11 Closing Balance Sum of Lines 6 through 10 16       13       14       15       17       18       18       15       9           -           -          -          -          -          -          -          -          -          -          -          
12
13 Deferred Charge-  Rate Base
14 Opening Balance Previous Year, Line 21 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
15 Opening Balance, Adjustment -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
16 Gross Additions -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
17 Tax -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

18 Net Additions -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
19 Amortization Expense -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          

20 Closing Balance Lines 14 + 18 + 19 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
21
22 Deferred Charge, Mid-Year (Line 14+ Line 15 + Line 20) / 2 -          -          -          -          -          -          -          -          -           -           -          -          -          -          -          -          -          -          -          -          
23
24 1- (Line 3) x [Schedule 10 , (Lines 10 x 11+ Lines 12 x 13) x (1- Tax Rate)]

25 2- Adjustment to net account to zero in final year; result of varying WACC rates throughout contract
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Present Value of Revenue Requirement & Levelized Tariff Analysis
Appendix E - Schedule 10
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1
2 Annual Revenue Requirement (Excluding Cost of Energy) Schedule 1, Line 13 117.2               98.6            104.5         107.9         110.1       111.4         112.0         111.9         111.4         110.5         109.3        107.8        106.1       104.3       102.3       100.3        98.2         96.0            93.8            91.6            
3 Annual Number of Customers 1                        1                  1                  1                 1                1                 1                 1                 1                 1                 1                 1                 1               1               1               1                 1               1                  1                  1                  
4
5 Annual Discount Rate
6 Equity Component 
7 ROE % 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50% 9.50%
8 Equity Portion 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00%
9 Debt Component
10 Long Term Debt Rate 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95% 6.95%
11 Long Term Debt Portion 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37% 58.37%
12 Short Term Debt Rate 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50%
13 Short Term Debt Portion 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63%
14
15 Tax Rate 26.50% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00%

16 Pre- Tax Weighted Average Cost of Capital (WACC)1 9.30% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19%

17 After- Tax Weighted Average Cost of Capital (WACC)2 6.83% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90%
18
19 Present Value of Revenue Requirement 
20 PV of Annual Revenue Requirement Line 2 / (1 + Line 17)^Yr 109.7               86.3            85.5            82.6           78.9          74.7           70.2           65.6           61.1           56.7           52.5           48.4           44.6         41.0         37.6         34.5           31.6         28.9            26.4            24.1            
21 PV of Annual Revenue Requirement ($/Mnth) 9                        7                  7                  7                 7                6                 6                 5                 5                 5                 4                 4                 4               3               3               3                 3               2                  2                  2                  
22 Total PV of Revenue Requirement Sum of Line 20 1,141.1            
23 Total PV of Revenue Requirement, $000s/Yr Line 22 / Yrs 57.1                  
24 Total PV of Revenue Requirement over contract term 771.4               
25
26 PV of Annual Customers Line 3 / (1 + Line 17)^Yr 1                        1                  1                  1                 1                1                 1                 1                 1                 1                 0                 0                 0               0               0               0                 0               0                  0                  0                  
27 Total PV of Customers Sum of Line 25 11                     
28
29 Tariff Analysis
30 Annual Volume (TJ) 19                     19                19               19               19             19               19               19               19               19               19              19              19             19             19             19              19             19               19               19               
31
32 Annual Cost of Service per Customer ($/Yr) Line 2 x 1000 / Line 3 117,184           98,642       104,490     107,887    110,115   111,409    111,957    111,909    111,387    110,487    109,282    107,840    106,073  104,254  102,313  100,280    98,174     96,012       93,807       91,570       
33 Monthly Cost of Service per Customer ($/Mnth) Line 32 / 12 9,765               8,220          8,708         8,991         9,176       9,284         9,330         9,326         9,282         9,207         9,107        8,987        8,839       8,688       8,526       8,357        8,181       8,001         7,817         7,631         
34 Annual Volumetric Cost of Service ($/GJ) Line 2 / Line 30 6.168               5.192          5.499         5.678         5.796       5.864         5.892         5.890         5.862         5.815         5.752        5.676        5.583       5.487       5.385       5.278        5.167       5.053         4.937         4.819         
35
36 Levelized Tariff Analysis
37 PV of Annual Volume (TJ) Line 30 / (1 + Line 17)^Yr 17.785             16.628       15.555       14.552      13.613     12.735      11.914      11.145      10.426      9.754         9.124        8.536        7.985       7.470       6.988       6.538        6.116       5.721         5.352         5.007         
38 Total PV of Volume (TJ) Sum of Line 37 202.944           
39
40 Levelized Annual Delivery Charge per Customer ($/Yr) Line 22 x 1000 / Line 27 107,198          
41 Levelized Monthly Delivery Charge per Customer ($/Mnt Line 40 / 12 8,933               
42 Levelized Volumetric Delivery Rate ($/GJ) Line 22  / Line 38 5.623              6                6                6               6              6               6               6               6                6                 6               6               6             6             6             6               6             6                6                6                
43
44 1-  ( Line 7 x Line 8) / 1- Line 15 + ( Line 10 x Line 11 + Line 12 x Line 13) 
45 2-  Line 8 x Line 9 + [( Line 11 x Line 12 + Line 13 x Line 14) x 1- Line 16]
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CNG Waste Management Financial Analysis: Contract Rate Design
Appendix E - Schedule 11
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Required Delivery Revenue ($) (discounted) - 20 years Schedule 10, Line 22 x 1000 1,141,146                                   
2 Required Delivery Revenue ($) (discounted, contract term) - 10 yrs Schedule 10, Line 24 x 1000 771,445                                       

3 Year 1 Contract Rate, Escalated at 2% Annually 1 100,906                                       
4 Annual Contract Rate Escalation 2.00%
5
6 Annual Discount Rate (After- Tax WACC) 6.83% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90%

7 Annual Contract Rate 2 100,906                                       102,924  104,983  107,082  109,224  111,409  113,637  115,909  118,228  120,592     109,282     107,840     106,073     104,254     102,313     100,280     98,174        96,012        93,807        91,570        
8 PV of Annual Contract Rate Line 7 / (1 + Line 6)^Yr 94,452                                         90,074    85,949    82,013    78,257    74,673    71,254    67,990    64,877    61,906        52,481        48,448        44,580        40,989        37,631        34,504        31,601        28,911        26,425        24,131        
9 PV of Total Revenue Collected Sum of Line 8 1,141,146                                   
10
11 Monthly Rate, Escalated at 2% annually and then COS based beyond Contract Term 8,409                                         8,577    8,749    8,924    9,102    9,284    9,470    9,659    9,852    10,049        9,107        8,987        8,839        8,688        8,526        8,357        8,181        8,001        7,817        7,631        

12 Annual Volumetric Contract Rate ($/GJ) 5.311                                           5.417      5.525      5.636      5.749      5.864      5.981      6.100      6.223      6.347          5.752          5.676          5.583          5.487          5.385          5.278          5.167          5.053          4.937          4.819          
13
14 Annual Cost of Service Schedule 1, Line 13 x 1000 117,184                                     98,642  104,490 107,887 110,115 111,409 111,957 111,909 111,387 110,487     109,282   107,840   106,073   104,254   102,313   100,280   98,174      96,012      93,807      91,570      

15 Annual Difference (Cost of Service - Contract Rate) Line 14 - Line 7 16,278                                         (4,282)     (492)        805          891          0              (1,680)     (4,000)     (6,840)     (10,105)      -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   
16

17 Early Contract Termination3

18
19 Deferral Account Repayment Schedule 9, Line 11 16,278                                         13,118    13,531    15,268    17,212    18,399    17,987    15,227    9,437      -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   
20 Residual Asset Value Schedule 5, (Line 3 + Line 6) x 1000 716,066                                     681,461 646,834 612,184 577,511 542,815 508,094 473,348 438,578 403,781     368,959   334,110   299,233   264,329   229,396   194,435   159,444   124,423   89,371      54,288      

21 Approximate Early Termination Fee ($) Line 19 + Line 20 732,344                                       694,579  660,365  627,453  594,723  561,213  526,081  488,576  448,015  403,781     368,959     334,110     299,233     264,329     229,396     194,435     159,444     124,423     89,371        54,288        
22
23 1- Line 2 /sum of [(1+inflation) ^ year / (1+WACC) ^ year] for each year of the contract
24 2- Previous Year x (1+ 2%); in 2021+, Line 14
25 3- The forecast early termination fee has been calculated on a year end basis.  The actual fee would be determined at the time of contract termination and may be different than the amount shown on Line 21
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Terasen Gas Inc.
CNG Waste Management Financial Analysis
December 1, 2010

CNG Waste Management Financial Analysis: Discounted Cash Flow Analysis
Appendix E - Schedule 12
($000's), unless otherwise stated

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 Cash Flow
2 Add: Revenue Schedule 11, Line 7 100.9       102.9  105.0  107.1  109.2  111.4  113.6  115.9  118.2    120.6   109.3   107.8  106.1  104.3  102.3  100.3  98.2    96.0    93.8    91.6    
3 Less:  O&M, Property Tax Expense Schedule 10, - (Line 3 + Line 4 + Line 6) (26.4)       (27.0)   (28.5)   (29.1)   (29.7)   (30.3)   (30.9)   (31.5)   (32.1)     (32.8)    (33.4)    (34.1)   (34.6)   (35.3)   (36.0)   (36.6)   (37.3)   (38.0)   (38.7)   (39.5)   

4 EBITDA1 Line 2 + Line 3 74.5           76.0      76.5      78.0      79.6      81.1      82.8      84.4      86.1      87.8      75.9        73.8      71.4      69.0      66.4      63.6      60.9      58.0      55.1      52.1      

5 Capital Expenditures2
Schedule 6, Line 39 (738.0)       -             -             -             -             -             -             -             -             -             -              -             -             -             -             -             -             -             -             -             

6 Pre-Tax Cash Flow Line 4 + Line 5 (663.5)     76.0    76.5    78.0    79.6    81.1    82.8    84.4    86.1      87.8     75.9      73.8    71.4    69.0    66.4    63.6    60.9    58.0    55.1    52.1    
7 Income Tax Expense Line 4 x (- Schedule 3, Line 12) (19.7)       (19.0)   (19.1)   (19.5)   (19.9)   (20.3)   (20.7)   (21.1)   (21.5)     (22.0)    (19.0)    (18.4)   (17.9)   (17.2)   (16.6)   (15.9)   (15.2)   (14.5)   (13.8)   (13.0)   
8 Overhead Capitalized Tax Shield Schedule 3, -Line 8 x Line 12 0.3           0.3      0.3      0.3      0.3      0.4      0.4      0.4      0.4        0.4       0.4        0.4      0.4      0.4      0.4      0.4      0.4      0.4      0.5      0.5      
9 CCA Tax Shield Schedule 3, -Line 9 x Line 12 17.2         29.4    23.8    19.3    15.7    12.8    10.5    8.7      7.2        5.9       5.0        4.2      3.6      3.1      2.6      2.3      2.0      1.8      1.6      1.5      

10 Terminal Value of CCA Tax Shield 4 -                 -             -             -             -             -             -             -             -             -             -              -             -             -             -             -             -             -             -             8.8        

11 Terminal Value 4 -                 -             -             -             -             -             -             -             -             -             -              -             -             -             -             -             -             -             -             -             

12
13 Free Cash Flow Line 6 + Line 7 (665.7)     86.7    81.5    78.1    75.7    74.0    72.9    72.3    72.1      72.2     62.3      59.9    57.6    55.2    52.8    50.5    48.1    45.7    43.4    49.8    
14
15 After Tax WACC % Schedule 10, Line 17 6.83% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90%

16 Present Value of Free Cash Flow 3 Line 13 / (1 + Line 15)^Yr (670.4)       75.8      66.7      59.8      54.3      49.6      45.7      42.4      39.6      37.1      29.9        26.9      24.2      21.7      19.4      17.4      15.5      13.8      12.2      13.1      
17 Total Present Value of Free Cash Flow Sum of Line 16 (5.2)          

18
19 1-  Earnings Before Interest, Taxes, Depreciation & Amortization (EBITDA)
20 2-  Net of CIAC and removal costs (if applicable) and excludes capitalized overhead
21 3- 2011 present value calculates capital expenditure to occur at time zero
22 4- Evaluation period reflects the useful life of the assets, therefore it is assumed that the terminal value is zero

Discounted Cash Flow Analysis 12 of 13
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10.0 WM AGREEMENT – OPERATING COST OF FACILITIES 

Reference:  Exhibit B-1, Section 4 pp. 46-53; Appendix D-1; Appendix E, 
Schedule 2 

10.1 On page 50 of the Application, TGI estimates annual maintenance costs at 
$21,000/year.  Please show the calculation and breakdown of this number. 

Response: 

The detailed O&M budget that has been developed using input from the supplier (“IMW”) and 
historical experience is as follows: 

Waste Management Anual Operations Budget
Project: Waste Management Compressor Annual Operation

260 days/year
Doc#: TG-0049-00 3 hrs/day

780 hrs/year
Assumptions and comments
1.  Compressor A & B operates 260 days/year.
2.  Each Compressor operates for 780 hours a year.
3.  Equipment is under warranty for first year of operation.  As such, any major failures will be recoverable.
4.  6 years of operation is required before a heavier elements of preventative maintenance kick in.
5.  In year 7 of operation, top-end and bottom-end inspections will be required and are included.
6.  A 1.02% yearly inflation adjustment is included in the budget and is averaged across all numbers for side by side comparison.

Item Description Interval

Annual 
Occurren

ces Cost
Annual 
Average

10 Year 
Budget Notes

1 Change Inlet & Discharge Filter Elements Annually 1.00 373.00$            373.00$      3,730.00$     
2 Replace Gaskets/O-Rings Annually 1.00 1,000.00$         1,000.00$   10,000.00$   
3 Relief Valve and Alarm Setpoint check Annually 1.00 500.00$            500.00$      5,000.00$     includes item 4,5,6
4 Check Instrumentation Set Points Annually 1.00 -$                 -$           -$             
5 Check Recovery Tank time to drain to inlet pressure at startup Annually 1.00 -$                 -$           -$             
6 Lubricate Main Drive Motor Bearings Annually 1.00 -$                 -$           -$             
7 Remove & clean compressor valves; perform leak test Annually 1.00 2,170.00$         2,170.00$   21,700.00$   
8 Perform Vibration Test Annually 1.00 200.00$            200.00$      2,000.00$     
9 Winter/Summer Oil Change Annually 2.00 1,900.00$         3,800.00$   38,000.00$   
10 Inspect Rod packings/rings/valves, replace if necessary 5000 hr. 0.10 4,250.00$         425.00$      4,250.00$     not req'd until year 7
11 Inspect Pistons/Rods, replace if necessary 5000 hr. 0.10 2,000.00$         200.00$      2,000.00$     not req'd until year 7
12 Monthly Equipment Service - 6 hrs Monthly 12 600.00$            7,200.00$   72,000.00$   
13 Emergency Callout - 6 hrs Monthly 12 600.00$            7,200.00$   72,000.00$   
14 Relief valve Recertification 5 years 0.10 3,350.00$         335.00$      3,350.00$     not req'd until year 6

23,403.00$ Inflation adjustment included
234,030.00$ Inflation adjustment included  

Actual maintenance costs will vary over time and will depend on the operating strategy used.  
For example TGI may elect to concentrate operating hours on a single compressor.  For the 
purposes of the COS model the overall expenditures have been averaged over the 10 year 
terms as follows:  

10 year Annual Average Waste Management Operations Budget

1 2 3 4 5 6 7 8 9 10 10 year Annual Average
1.02 1.02 1.02 1.02 1.02 1.02 1.02 1.02 1.02

21,373 21,800 22,236 22,681 23,135 23,598 24,069 24,551 25,042 25,543         234,028 23,403                
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10.2 Please identify all other annual expenses like operating cost, overhead, 
administration, etc. that TGI will or may allocate to this facility. 

Response: 

Asset management activities and associated overhead costs related to this station will be 
managed and administered as part of TGI’s general business under the Distribution department.  
These activities are provided for under existing O&M budgets for 2010 and 2011 as approved in 
TGI’s recent Revenue Requirement decisions. Other than the $21k estimate for direct O&M 
costs, no other incremental expenses are forecast. 

 

 

10.3 How many hours will the compressors run each year?  What is the 
manufacturer’s recommended number of hours between overhauls? 

Response: 

The compressors will operate about 780 hours per year to service the 20 truck fleet.  At this 
operating rate overhauls would not be required until year 7 (additional maintenance inspections 
and repairs if required are recommended at 5000 hrs).  As shown in the response to BCUC 
Confidential IR 1.10.1, the O&M provision is increased to cover this expenditure. 

 

 

10.4 How often will the compressors require overhaul?  What is the cost per 
compressor unit of such an overhaul? 

Response: 

Additional maintenance inspections that require partial disassembly and rebuild of the 
compressors are recommended after 5,000 hours service (7 years).  

Costs are budgeted to do this as outlined in the response to BCUC Confidential IR 1.10.1. 

 

 



Terasen Gas Inc. ("TGI", “Terasen Gas” or the “Company”) 

 Application for Approval of a Service Agreement for Compressed Natural Gas (“CNG”) 
Service and for Approval of General Terms and Conditions (“GT&Cs”) for CNG and 

Liquified Natural Gas (“LNG”) Service (the “Application”) 

Submission Date: 

 February 25, 2011 

Response to British Columbia Utilities Commission (“BCUC” or the “Commission”)  

Information Request (“IR”) No. 1 filed in Compliance with BCUC Order No. G-6-11 Page 3 

 

 

10.5 Please identify where the cost of periodic compressor overhauls is shown in 
Schedule 2 of Appendix E. 

Response: 

The cost of periodic compressor overhauls is embedded within the forecast O&M expense as 
identified in the response to BCUC Confidential IR 1.10.1 and correspondingly is included in 
Line 9, Schedule 2 of Appendix E. 

 

 

10.6 The foregoing Schedule 2 shows operating costs being reduced by Overhead 
being capitalized at a rate of 14 percent.  Please explain how these amounts are 
recovered in the rate paid by WM.  If not, please explain how TGI recovers these 
amounts. 

Response: 

The capitalized overhead identified on Line 17 of Schedule 2 is accounted for as a capital 
addition in the same year and is shown on Line 16 of Schedule 7 (Gross Plant in Service & 
Contributions in Aid of Construction).   

The average TGI rate for depreciation expense is applied to the sum of the opening gross plant 
in service balance and one half of the current year additions of capitalized overhead to 
determine the annual depreciation expense embedded in the contract rate paid by WM.  The 
earned return and income tax implications of the annual capitalized overhead additions and net 
plant in service balance are also included in the contract rate paid by WM.   

As a result of a depreciation period for capitalized overhead that is greater than the contract 
term, the capitalized overhead net plant in service balance will not be fully recovered through 
the contract rate and any remaining balance will be recovered from WM through a contract 
extension or by TGI customers through the TGI delivery rate.   

 

 

10.7 Considering that WM can reopen the WM Agreement if actual deliveries are 
higher than forecast, why does the agreement not provide TGI with a reopener 
clause in the event that costs are significantly higher than projected? 
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Response: 

Given that WM expects to add more vehicles to the station, the probability of increased 
throughput is very high.  Hence it is reasonable for the agreement to contemplate a re-basing of 
the rate in the event of large changes in consumption.  

The situation with respect to installed station equipment costs and maintenance costs is quite 
different.  These costs can generally be predicted with a relatively high degree of accuracy – 
e.g. +/- 10% or less. 

During negotiations, WM expressed a desire for a fixed price rate so that they could have a 
degree of certainty with respect to the cost of fuelling services.  TGI was and remains confident 
that this approach does not introduce undue risk to customers as there are other factors that 
mitigate this risk including the following:  

• The capital equipment budget was based on fixed price proposals from vendors leading 
to a high level of confidence in the estimates; 

• Site upgrades necessary for the fuelling service, such as the electrical supply to the site, 
installation of video monitoring equipment, upgrades to area lighting and general 
improvements to the parking area for the trucks, will be carried out by Terasen Gas’ 
contractors.  Terasen Gas is managing this work on a cost-plus basis under a separate 
agreement; and 

• Actual projected volumes for the 20 trucks are estimated at 21,141 GJ versus the 
contractual minimum of 18,996.  This is an additional 11% that provides expected 
additional revenues to the benefit of TGI customers.      

Collectively, these measures made TGI confident in accepting the fixed price approach. 
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15.0 WM AGREEMENT – BASE PRICE 

Reference: Exhibit B-1, Appendix D-1, Section 7, p. 6; Appendix E, Schedule 10 

15.1 The Base Price in the WM Agreement is $5.31/GJ, while the Levelized Rate in 
Schedule 10 is $5.623/GJ.  Please provide the calculation of $5.31/GJ. 

Response: 

Please refer to Section 5.1.3, CNG and LNG Service Rate Design for a description of the 
derivation of the contract rate as well as Appendix E, Schedule 11. 

Line Particulars Reference Calculation
1 Discounted Revenue Requirement, $ (contract term - 10 yrs) Appendix E, Schedule 11, Line 2 771,445       
2 Disount Factor sum of [(1+inflation) ^ year / (1+WACC) ^ year] for each year of the contract 8                    

3 Annual Contract Rate, Year 1, $ Line 1 / Line 2 100,906       
4 Annual Contract Rate, Year 1, $/GJ Line 3 / Minimum Contract Demand (19,000 GJs) 5.31               

 

 

15.2 Please provide a schedule showing that the Base Price plus escalation will fully 
recover the cost of the Fueling Facility over the 20 year life of the contract. 

Response: 

Please refer to Appendix E, Schedules 10 and 11.  

The contract term is 10 years.   

The present value of the revenue requirement over the contract term is $771,445 as shown on 
Line 2, Schedule 11.  The base price plus escalation recovers the present value of the revenue 
requirement over the contract term as detailed in the Schedule 11 and shown in the table below. 

Line Particulars Reference 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1 Discount Rate Appendix E, Schedule 10, Line 17 6.83% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90% 6.90%
2 Discount Year 1 2 3 4 5 6 7 8 9 10
3
4 Base Contract Rate ($/GJ) Previous Year Contract Rate 5.31        5.31        5.42        5.53        5.64        5.75        5.86        5.98        6.10        6.22        
5 Annual Rate Escalation 2% -          0.11        0.11        0.11        0.11        0.11        0.12        0.12        0.12        0.12        

6 Annual Contract Rate Line 4 + Line 5 5.31        5.42        5.53        5.64        5.75        5.86        5.98        6.10        6.22        6.35        
7 Minimum Contract Demand (GJ) WM Agreement 19,000    19,000    19,000    19,000    19,000    19,000    19,000    19,000    19,000    19,000    

8 Revenue Line 6 x Line 7 100,906 102,924 104,983 107,082 109,224 111,409 113,637 115,909 118,228 120,592 
9

10 PV of Revenue Line 8 / (1+Line 1) ̂  Line2 94,452    90,074    85,949    82,013    78,257    74,673    71,254    67,990    64,877    61,906    
11 Cumulative PV of Revenue 94,452    184,526 270,475 352,488 430,745 505,419 576,672 644,663 709,540 771,445  

Over an evaluation period of 20 years, which represents the full depreciation of the fuelling 
facility assets (excluding capitalized overhead), the present value of the revenue requirement is 
$1,141,146 and is shown on Line 1, Schedule 11 and Line 22, Schedule 10.  The present value 



Terasen Gas Inc. ("TGI", “Terasen Gas” or the “Company”) 

 Application for Approval of a Service Agreement for Compressed Natural Gas (“CNG”) 
Service and for Approval of General Terms and Conditions (“GT&Cs”) for CNG and 

Liquified Natural Gas (“LNG”) Service (the “Application”) 

Submission Date: 

 February 25, 2011 

Response to British Columbia Utilities Commission (“BCUC” or the “Commission”)  

Information Request (“IR”) No. 1 filed in Compliance with BCUC Order No. G-6-11 Page 6 

 

 

of the revenue collected over the 20 year period is $1,141,146 and is shown on Line 9, 
Schedule 11.  For purposes of this analysis, the contract rate is assumed to revert to an annual 
cost of service rate for years 11-20. 

 

 

15.3 Please confirm that all adjustments to the Base Price will require Commission 
approval. 

Response: 

Except for the circumstances contemplated in section 7(b)(ii) and (iii), adjustments to the Base 
Price are subject to Commission approval as noted in Section 7(d) of the WM Agreement. 
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16.0 WM AGREEMENT - FINANCIAL ANALYSIS 

Reference:  Exhibit B-1, Appendix E Financial Schedules; TGI 2010-2011 RRA, 
BCUC 2.8.0 

16.1 In the same format as the response to BCUC 2.8.0 in the TGI 2010-2011 
Revenue Requirements Application, provide the parameters used in the 
Appendix E Financial Schedules. 

Response: 

The parameters identified in the response to BCUC IR 2.8.0 in the TGI 2010-2011 Revenue 
Requirements Application reflected a twenty year discounted cash flow analysis.  The financial 
evaluation of the WM agreement was completed on a cost of service basis.   

An alternate table, identifying the key parameters of the cost of service analysis, has been 
provided below. 

Item Parameter
Capitalized Overhead Rate 14%
O&M Inflation Rate 2%
Contract Term 10 Years

CNG Dispensing Equipment 5.0%
Foundation 5.0%
NG Dehydrator 5.0%
Capitalized Overhead 2.7%

CNG Dispensing Equipment 8
Foundation 1.3
NG Dehydrator 8
Capitalized Overhead 51

CNG Dispensing Equipment 20.0%
Foundation 6.0%
NG Dehydrator 20.0%
Capitalized Overhead 6.0%

Income Tax Rate 25.0% *
Property Tax Rate (Foundations) 3.91%
Property Tax in Lieu of Rate 1%
Return on Rate Base 7.93%
AFUDC Rates & After Tax WACC 6.90% **

*The income tax rate is 26.5% for 2011 only
**The AFUDC rate is 6.83% for 2011 only

Depreciation Rates

CCA Class

CCA Rate
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17.0 WM AGREEMENT - FINANCIAL ANALYSIS 

Reference:  Exhibit B-1, Section 4.3.2, p. 48 and Appendix E Financial Schedules 

17.1 Please perform a sensitivity analysis of the discount period assumption by 
rerunning the financial analysis in Appendix E using a 10 year discount period.   
Also provide the revised analysis. 

Response: 

Please refer to Attachment 17.1. 

The 20 year financial analysis was provided to demonstrate that depreciation was based on the 
useful life of the assets and not the contract term.  The present value of the revenue 
requirement over the contract term of 10 years is used as the basis for the determination of the 
contract rate.  Therefore, adjusting the discount period to 10 years does not impact the present 
value of the revenue requirement over the contract term or the contract rate.   

 

 

17.2 In the format below, provide a summary table comparing the results of the 10 
year discount period to the 20 year discount period. 

  10 Year 
Discount Period 

20 Year 
Discount Period 

Total Present Value Revenue Requirement ($)   

Present Value Revenue Requirement over Contract Term ($)   

Required Delivery Revenue ($) (discounted) – 20 years   

Required Delivery Revenue ($) (discounted contract term) – 10 years   

Levelized Annual Delivery Charge per Customer ($/year)   

Levelized Monthly Delivery Charge per Customer ($/Month)   

Levelized Volumetric Delivery Rate ($/GJ)   

  

 

Response: 

Please refer to the response to BCUC Confidential IR 1.17.1. 
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  10 Year Discount 
Period 

20 Year Discount 
Period 

Total Present Value Revenue Requirement ($) 771,445 1,141,146 

Present Value Revenue Requirement over Contract Term ($) 771,445 771,445 

Required Delivery Revenue ($) (discounted) – 20 years n/a 1,141,146 

Required Delivery Revenue ($) (discounted contract term) – 10 years 771,445 771,445 

Levelized Annual Delivery Charge per Customer ($/year) 109,858 107,198 

Levelized Monthly Delivery Charge per Customer ($/Month) 9,155 8,933 

Levelized Volumetric Delivery Rate ($/GJ) 5.752 5.623 
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18.0 WM AGREEMENT - FINANCIAL ANALYSIS 

Reference: Exhibit B-1, Section 4.8.1, pp. 51-52; Appendix E Financial 
Schedules; Commission Order G-143-99 and TGI 2010-2011 RRA, 
BCUC 2.68.7 

“The costs related to the design and installation of the fuelling station are relatively 
modest, and the risk of stranded assets is small in this case. 

Second, TGI may be able to sell fuelling station assets into other jurisdictions, such as 
California, if general market conditions are favourable. Such conditions would include a 
wide price differential between natural gas and conventional fuels, continued availability 
of OEM vehicle options, and government policy favouring NGV development.”  (Exhibit 
B-1, pp. 51-52) 

“In 1999 the Commission approved the disposal of TGI’s NGV assets comprising of 
compression and dispensing equipment (BCUC Order No. G-143-99, dated December 
23, 1999).  In the Order the Commission approved a recovery of losses for $2,130,000 in 
a deferred charge account which was to be amortized over ten years.”  (TGI 2010-2011 
RRA BCUC 2.68.7) 

18.1 Given that the disposal of TGI’s NGV assets comprising of compression and 
dispensing equipment (Commission Order G-143-99, dated December 23, 1999) 
resulted in a loss of $2,130,000 that was recovered from customers, please 
explain why TGI considers the risk of stranded assets small. 

Response: 

As discussed in the response to BCUC Confidential IR 1.2.1, the proposed fuelling station on 
the WM premise, where the assets are tied contractually to WM, is fundamentally different from 
the Company’s prior line of NGV refuelling business, where the assets were available to the 
public without term contracts for the use and cost recovery of the assets. The referenced 
amount is not reasonably comparable to the approval of the WM project which costs one third 
that amount in capital investment and carries with it a contract to recover all of the costs of 
service incurred over the life of the contract. 

 

 

 

 



Terasen Gas Inc. ("TGI", “Terasen Gas” or the “Company”) 

 Application for Approval of a Service Agreement for Compressed Natural Gas (“CNG”) 
Service and for Approval of General Terms and Conditions (“GT&Cs”) for CNG and 

Liquified Natural Gas (“LNG”) Service (the “Application”) 

Submission Date: 

 February 25, 2011 

Response to British Columbia Utilities Commission (“BCUC” or the “Commission”)  

Information Request (“IR”) No. 1 filed in Compliance with BCUC Order No. G-6-11 Page 11 

 

 

18.2 Please provide an estimate of the costs associated with selling and relocating 
fueling station assets into other jurisdictions. 

Response: 

It is not possible to estimate the costs or revenues associated with selling or relocating fuelling 
station assets into other jurisdictions at this time with any degree of accuracy.   The economics 
will be influenced by various factors such as the level of market adoption of NGVs both locally 
and in other markets, the jurisdiction to which the assets are relocated, and the supply of used 
equipment and the cost of new assets.   

   

 

18.3 Please perform a sensitivity analysis of the removal costs by rerunning the 
financial analysis in Appendix E using and including the costs associated with 
selling and relocating fueling station assets into other jurisdictions.  Also provide 
the revised analysis. 

Response: 

Please refer to the response to BCUC Confidential IR 1.18.2. 

 

 

18.4 If the WM Agreement is terminated after 10 years and the selling and relocation 
of the fueling station assets into other jurisdictions results in a loss, should the 
TGI shareholder be at risk for the loss? 

Response: 

Clause 9(c) of the WM Agreement requires WM to assume the risk associated with the 
undepreciated value of assets at the end of the initial 10 year term of the WM Agreement.  As 
articulated in the third paragraph of the cover letter which accompanied the executed agreement 
when TGI filed it with the Commission on December 3rd, 2010: 

“To the further benefit of our customers, and while not discussed in the 
Application due to confidentiality, Terasen Gas notes that this contract contains a 
clause which requires Waste Management to purchase the related assets from 
Terasen Gas at their remaining book value in the event that the contract is not 
renewed at the conclusion of its pre-defined term. Terasen Gas is of the opinion 
that this confidentially negotiated clause, while it may not be able to be 
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negotiated in all future customer contracts, effectively eliminates almost any 
financial risk to existing Terasen Gas customers that could result from the TGI’s 
investment in the assets required to meet the obligations stipulated in this 
contract. This means that existing Terasen Gas customers will enjoy the direct 
financial benefit of the additional throughput on the Company’s distribution 
system without taking any material financial risk.” 

The risk of a loss being borne by TGI or customers at the conclusion of the 10 year term in light 
of this clause is thus small.   

TGI’s shareholder should not be at risk for any loss associated with prudently incurred 
expenditures.  TGI is seeking approval to invest in the refuelling station contemplated under the 
WM Agreement because it is in the best interests of TGI’s customers, and because the potential 
rewards to all customers substantially outweigh the risks to all customers.  TGI believes that the 
investment is thus prudent and it would not be appropriate to require the shareholder to bear 
potential losses, small as they may be. 
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 19.0 WM AGREEMENT - FINANCIAL ANALYSIS – CAPITAL COST 

Reference:  Exhibit B-1, Section 5.1.2.1, p. 56; Appendix E Financial Schedules 

“The forecast capital costs also include capitalized overhead. The cost of service model 
applies the currently approved capitalized overhead rate to the annual gross operating 
and maintenance expense to determine capitalized overhead for each contract.67 

67 The TGI rate is applied as per item 27 of the TGI, 2010-2011 Revenue Requirements 
Application, Negotiated Settlement Agreement prescribes a 14 percent capitalized 
overhead rate to be applied to gross O&M”. 

19.1 Given that the 14 percent capitalized overhead rate only applies to 2010-2011, 
please explain why 14 percent capitalized overhead rate is appropriate for the 20 
year project life. 

Response: 

The 14 percent capitalized overhead rate is appropriate for the 20 year analysis period for 
several reasons: 

1. 14% is the current approved rate 

2. Any change in the capitalized overhead rate requires Commission approval and will be 
determined as a part of future Revenue Requirement proceedings  

3. An estimate of future approved capitalized overhead rate changes will not likely result in 
a more accurate cost of service analysis.  For example, in the 2010-2011 TGI Revenue 
Requirement Application, an 8% capitalized overhead rate was recommended and a 
14% rate was approved through the Negotiated Settlement Agreement 

Any cost or revenue variance that occurs as a result of a change in the capitalized overhead 
rate will flow through TGI delivery rates. 

 

 

19.1.1 Please discuss the impact of International Financial Reporting Standards 
on TGI’s capitalized overhead rate after 2011. 

Response: 

The impact of International Financial Reporting Standards, or other applicable accounting 
standards, on TGI’s capitalized overhead rate will be determined as a part of future Revenue 
Requirement proceedings.   
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Consistent with TGI’s recommendations in its 2010-2011 Revenue Requirement Application and 
previous Applications, it is likely that TGI will request approval to adjust the capitalized overhead 
rate to remain compliant with the appropriate accounting standards.   

 

 

19.2 Please perform a sensitivity analysis of the overhead capitalization assumption 
by rerunning the financial analysis in Appendix E using overhead capitalization 
rates of 7.0 percent and 4.67 percent.  Also provide the revised analysis. 

Response: 

Please refer to Attachment 19.2a and Attachment 19.2b. 

A change in the capitalized overhead rate does not materially impact the financial analysis or 
the contract rate as shown in the following summary of the sensitivity analysis:  

Line Particulars 

Capitalized Overhead Rate 
14% 
Filed 

7% 
Attach 19.2a 

4.67% 
Attach 19.2b 

1 Total Present Value Revenue Requirement ($) 1,141,146 1,149,491 1,151,078 

2 Present Value Revenue Requirement over Contract Term ($) 771,445 780,335 782,433 

3 Levelized Annual Delivery Charge per Customer ($/year) 107,198 107,982 108,131 

4 Levelized Monthly Delivery Charge per Customer ($/Month) 8,933 8,998 9,011 

5 Levelized Volumetric Delivery Rate ($/GJ) 5.623 5.664 5.672 

6 Contract Rate ($/GJ) 5.311 5.372 5.386 
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20.0 WM AGREEMENT - FINANCIAL ANALYSIS – OPERATING AND MAINTENANCE 
EXPENSE 

Reference:  Exhibit B-1, Section 5.1.2.2, Operating and Maintenance Expense, p. 
57; Appendix E Financial Schedules 

“The operating and maintenance expense is inflated by two percent over the previous 
year, for each year subsequent to the first year of the forecast. The gross operating and 
maintenance expense embedded in the cost of service is reduced by the capitalized 
overhead.” 

20.1 Please perform a sensitivity analysis of the inflation assumption by rerunning the 
financial analysis in Appendix E using inflation rates of 1 percent and 3 percent.  
Also provide the revised analysis. 

Response: 

Please refer to Attachment 20.1a and Attachment 20.1b. 

A change in the O&M inflation assumption of 1% impacts the present value of the revenue 
requirement over a 20 year period by approximately $25,000 or 2%, as shown in the following 
summary of the sensitivity analysis:  

Line Particulars 

O&M Inflation 
2% 

Filed 
1% 

Attach 20.1a 
3% 

Attach 20.1b 
1 Total Present Value Revenue Requirement ($) 1,141,146 1,118,147 1,166,711 

2 Present Value Revenue Requirement over Contract Term ($) 771,445 764,171 779,088 

3 Levelized Annual Delivery Charge per Customer ($/year) 107,198 105,037 109,599 

4 Levelized Monthly Delivery Charge per Customer ($/Month) 8,933 8,753 9,133 

5 Levelized Volumetric Delivery Rate ($/GJ) 5.623 5.510 5.749 

6 Contract Rate ($/GJ) 5.311 5.261 5.363 
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21.0 WM AGREEMENT – DEPRECIATION 

Reference: Exhibit B-1, Appendix E, Schedule 8 

21.1 Schedule 8 shows all equipment being depreciated at 5 percent per year, except 
for Capitalized Overload which is depreciated at 2.7 percent per year.  Please 
explain why this treatment of Capitalized Overload is appropriate for this project. 

Response: 

The capitalized overhead from the O&M associated with the refuelling station under the WM 
Agreement will be treated like all other TGI capitalized overhead and allocated to gross plant in 
service additions, excluding general plant additions, and depreciated at an average rate of 2.7% 
(which excludes general plant depreciation).   

Therefore, it is appropriate to apply a depreciation rate of 2.7% to the capitalized overhead.   

 

 

21.2 Please confirm that “CNG Dispensing Equipment” refers mainly to the two 
compressors. 

Response: 

Confirmed. 

 

 

21.3 Please explain why 20 years is an appropriate depreciation period for these 
compressors.  How many hours are likely to be recorded for the units over 20 
years?  What service life warranty or guidelines does the manufacturer provide? 

Response: 

According to information supplied by the compression equipment vendor, a period of 20 years is 
the expected life of the compression and dispensing station assets, provided recommended 
maintenance schedules are followed. For 20 trucks as contemplated under the WM Agreement, 
the compressors will operate approximately 780 hours per year.  The warranty provided by the 
vendor on major equipment is for 1 year. 
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21.4 How long has this model of compressor been in service?  What is the longest 
service life for this model of compressor that TGI has first-hand knowledge of, 
either because it has a unit in service or because it has been in contact with a 
party who does have a unit in service? 

Response: 

This model of compressor has been in service over 25 years and has experienced incremental 
improvement upgrades throughout this time period.  TGI knows that some IMW compressors 
have been in service within TGI’s service territory for over 20-25 years at several public and 
private refuelling stations in BC.  TGI in the past had owned and maintained compressors as BC 
Gas or through the Company’s former non-regulated subsidiary and maintained its knowledge 
of compressors via its involvement in NGVs with Clean Energy during this time period.   
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23.0 WM AGREEMENT - FINANCIAL ANALYSIS 

Reference:  Exhibit B-1-1 Confidential Appendices, Appendix E Financial 
Schedules, Schedule 6 

23.1 Please provide a breakdown of the $750,700 capital cost by resource and 
account. 

Response: 

Please refer to the response to BCUC Confidential IR 1.9.4 for the detailed project cost 
estimate.   

The project cost estimate by resource is as follows: 

Resource 2010
Station Project Management 24,300$                 
Compression Stn-Instl & Mat'ls 521,100                 
Utilities -Instl & Mat'ls 50,800                    
Station-Install & Materials 125,500                 
Station-External Engineering 16,300                    
AFUDC 12,700                    

Total Project Costs 750,700$                

 

The project cost estimate by account is as follows: 

Account Description 2010
65202 Contractors-Misc. 713,700$ 
80000 Salaries M&E-REG 17,700      
80002 Salaries COPE-Reg 1,200        
80004 Wages IBEW-REG 5,400        
69200 AFUDC 12,700      

Total Project Costs 750,700$  
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23.2 Provide a list of all project direct and indirect costs using a work breakdown 
structure by year until completion. 

Response: 

Please refer to the response to BCUC Confidential IR 1.9.4 and the response to BCUC 
Confidential IR 1.23.1. 

 

 

23.3 Identify any cost items not included in the estimate, including transportation 
costs, and the reason for the exclusion. 

Response: 

To the best of TGI’s knowledge, there are no cost items that are not included in the estimate or 
covered by existing O&M budgets. 
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24.0 WM AGREEMENT - FINANCIAL ANALYSIS 

Reference:  Exhibit B-1-1 Confidential Appendices, Appendix E Financial 
Schedules, Schedule 12 

24.1 The Total Present Value of Free Cash Flow is -$5,200.  Please explain why 
Terasen is investing is a project with a negative net present value. 

Response: 

Terasen Gas evaluates projects on several factors, including, but not limited to, incremental cost 
of service, cash flow, rate impacts and macro economic factors.   

In the case of the WM Agreement, the total present value of the free cash flow is negative 
because the depreciation period of the capitalized overhead is longer than the 20 year analysis 
period. That is, the full recovery of the capitalized overhead does not occur within the 20 year 
period.  Please refer to the response to BCUC Confidential IR 1.10.6 for a discussion on the 
recovery of capitalized overhead.   

The negative value of the discounted cash flow of approximately $5,000 does not offset the 
positive benefits associated with this contract.  Please refer to Section 3 of the Application for a 
comprehensive discussion on the benefits of the service offering to all customers. 

 

 

24.1.1 Please discuss the rate impact of Terasen investing in projects with 
negative net present values. 

Response: 

Terasen Gas evaluates projects using several factors, including, but not limited to, incremental 
cost of service, cash flow, rate impacts and macro economic factors.   

All else equal, a project with a negative net present value will increase delivery rates for all TGI 
non-bypass customers. However, on its own, a net present value analysis does not provide the 
overall impact of the benefit or cost of investing in a certain project and should be considered in 
the context of other evaluation methods.  As such, the rate impact of investing in projects with a 
negative net present value must be determined in light of other variables that may also impact 
the rate.   

Terasen Gas considers all applicable factors and impacts to determine if the investment is in the 
best interest of Terasen and its customers. 
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