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May 25, 1993
Volume Two Vol 4
Tab

Tab2 FDC Studies
1.  Ref: Page 4 ‘Al

British Columbia Utilities Commission
Staff Information Request No. 1 - Part A

With regard to the assignment of the East Kootenay Link and the Lower
Mainland LNG storage facilities to the Lower Mainland and Inland Divisions,
how were the ratios of 79 percent and 21 percent derived?

What is the magnitude of this adjustment, i.e. how much does the adjustment
increase the revenue requirement of each division?

Ref: Page 4

Please explain in more detail, possibly with an example, how the demand
allocators for the Inland Division industrial captive and bypass customers were
weighted by transmission distance? Are these the only customers that were
treated this way? If so, why was the method not applied to other customers
within the Inland division or to customers within other Divisions?

Ref: Page 5

Why did the company prepare a special study to annualize the Cranbrook
lateral?

Ref: Page 6, Lines 28 - 29

The Application seems to indicate that gas supply administration expenses are

classified as commodity-related cost in the FDC studies. Are gas supply

administration expenses included in the gas supply cost component of
customer bills?

Ref: Page 7, Line 32

Please confirm that the ex ante peak day refers to the forecasted peak day for
the test year 1992 and not the actual peak day in 1992. How do the ex ante
peak day demands (by customer class) compare with the actual demands on
the peak day in 1992.

A2

A3.

A4

A5




vVol.4

Tab

6. Ref: Page 5 A6
For accounting purposes, please describe the factors that would cause a plant
expenditure to be defined as distribution rather than transmission.

7. Does BC Gas have a written policy that guides company staff in making gas a7
supply purchase decisions? If so, please provide a copy of the policy. Please
provide BC Gas's supply planning criteria for meeting gas demands of the
various classes of service.

8. Ref: LM COS, Section 2, Page 2.2 A8
Please explain the allocation of Account 465, Mains.

9. Ref: LM COS, Section 2, page 6.0 _ A9

~ Please explain how cash working capital was estimated.

10. Ref: LM COS, Section 6.0, page 1.0 A10
Please explain how gas supply costs were segregated into demand,
commodity, and customer components?

11. Ref: LM COS, Section 5, Page 2.2 ‘ - All
Please explain how administrative expenses were aliocated.

12. Ref: LM COS, Section 1, page 1.1 Al2
How do the revenue/cost relationships compare to the results of previous
studies.

13. Ref: LM COS, Section 1, Page 1.1 Al3
BC Gas has assumed that the rate of return on rate base is the same for all
classes of customers. If BC Gas had assumed that the rate of return on rate
base varied by customer class, for example to reflect differences in risk, how
would this have changed the results of the FDC study?

T LRI i

1. Ref: Page 1

Al4
Why has BC Gas focussed on the incremental cost of serving new customers
rather than on the cost of providing existing customers with additional service.

2. How does BC Gas plan to use the LRIC study outside of this rate application? AlS




Vol. 4
Tab

Can the costs associated only with new customers be extracted from the study
to determine costs applicable to existing customers. If so, what elements should
be extracted? How do the graphs shown in Vol 1, Tab 8 change?

How are the results of the LRIC study used in evaluating DSM options.

Ref: Page 5

Is BC Gas asking the Commission to consider allocation to customer classes
based on marginal costs? What is BC Gas's position on this issue?

Did BC Gas review any studies that estimated the marginal cost of peak day
demands, seasonal demands, and gas supply (commodity)? If so, what led BC
Gas to follow a different approach?

Ref: Vol 1. Tab 6, Page 2; Vol 2, Tab 3, Page 7: Summary Tables

In the description of the LRIC study, the Application states that "Incremental Gas
Supply costs for 1992 through 2006 were derived using the Gas Supply
Planning model". Yet the Detailed LRIC Summary Tables found under Tabs
3A-3C indicate that the cost of gas was not used in the analysis. Moreover, at
Tab 6, p.2, BC Gas states that the LRIC study indicates that residential margin
costs are shown,

Please explain where the incremental gas supply costs were used in the rate
design process, if at all. If not, why were they were not used?

Alé6

Al7

Al8

Al9

A20




British Columbia Utilities Commission
Staff Information Request No. 1 - Part B

May 25, 1993 Vol. 4
General Tab
1. Please explain how the withdrawal of the 1993 Revenue Requirements gz;

Application affects the Rate Design Application.

2. Please provide the revenue to cost relationships for each customer class which gz,
result from the proposed rate design changes.

3. How do the Cost of Service study (Peak Responsibility) results relate to the g3
ultimate rate design proposal made for each rate schedule? If possible, please -
provide working papers relating the cost of service study results to the rate
proposal. To the extent that the proposals are not precisely derived from the
cost of service study, please explain why.

.Volume 1
Tab 2 Applicati
1. Ref: Page 8

BC Gas states that it is seeking approval for a public process "to facilitate an B4
understanding of the proposals, and to develop a specific list of issues and
concerns to be more fully addressed in the public hearing”. Where in the
Application is this public process described? When does BC Gas plan to

undertake such a process? How would this process be integrated with other

public processes proposed by BC Gas?

Tab3_Application Outli
1. Ref: Page 1, Lines 27 - 29

The implementation of basic monthly charges that improve the recovery of fixed B35
costs will tend to make the commodity portion of the bill go down and decrease

the incentive to conserve. Has this been considered? Have any social costs
associated with the burning of gas (variable social costs) been considered? If

so which ones? :

2. Ref: Page 5, Lines1-4
The Application states that while a speedy move to implement rate changes that B4
improve revenue to cost ratios would be fair to those customers receiving the

benefit, gradualism favours a phasing-in over time of any significant shifts. This
would seem to imply that BC Gas sees the current proposals as a first step

4




towards future rate design changes or revenue shifts. Does BC Gas have plans
in this regard? If so, what are they?

Ref: Page 6, Lines 22 - 28 and Page 13, Lines 25 - 29

The Application states that the combination of the higher basic charge and
uniform (i.e. flat) commodity charge will lead to more stable revenues.

For each customer class as appropriate, please indicate what percentage of
revenues comes from basic charges under the current rate design and what
percentage of revenues will come from basic charges under the proposed rate
design.

Please indicate the typical pattern of revenues received by BC Gas under the
current rate design and the expected pattern of revenues under the proposed
rate design. If possible, please provide the information by customer class.

Ref: Page7, Lines1-8

The Application states that over 90% of residential class revenues are
consumption related and only 9% are related to the fixed portion of the rates
while 92% of BC Gas's costs, exclusive of the gas costs, are fixed and the rest
are variable.

(a) Please indicate the type of costs, exclusive of gas costs, that are fixed.

(b) How would the ratio of fixed to variable costs change if gas costs were
included?

(¢) Would BC Gas agree that over the long-run most of its costs are not
fixed? If not, why not?

(d) If BC Gas agrees that over the long-run most of its costs are variable,
does increasing the monthly charge to consumers send an inappropriate
market signal?

Ref: Page 7, Lines 25 - 27

The Application states that BC Gas reviewed the monthly charges of other gas
utilities for residential customers and found that their proposed basic charge is
in line with the others.

Please provide the basic monthly charges of the utilities which BC Gas
reviewed.

Please indicate the block structure of these utilities as well i.e. single block,
declining block, inverted biock.

B7
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10.

11.

Ref: Page 7 and Tab 6, page.7

Has BC Gas considered an inclining block structure for residential rates? If so
why was this approach rejected? Has BC Gas considered the effect of load
factor on gas supply costs in rejecting inverted block rates?

Has BC Gas examined whether inclining block or seasonal rates could be
designed to reflect the seasonal variability of residential demand and the

resulting differences in the demand portion of residential costs at different times

of the year? If so, would BC Gas see this as an example of 'sending
appropriate signals' (Tab 6, p.7, |.14)

Ref: Page 8, Lines 6 - 10

Please explain how the proposed commercial rate design facilitates
competitiveness through gas costs as opposed to utility margin.

Ref: Page 8, Lines 16 - 21

When will a separate gas cost allocation for classes in the Columbia Division be
available?

Ref: Page 8, Lines 21 - 27

Please indicate how the proposed commercial rate structure compares to the
commercial rate structures of other Canadian gas utilities with respect to size of
basic charge, single block structure, division into over and under 2000 GJ

Ref: Page 9, Lines 8 -12

The Application states that most general service customers will see a lower
overall price for gas under the proposal, due to the lower commodity cost of gas,
but the delivery charge (excluding the cost of gas) in some instances is
increasing.

How many general service customers are likely to see their total bills increase
rather than decrease?

Ref: Page 9, Lines 16 - 35

With respect to interruptible sales and interruptible service, please indicate why
BC Gas is crediting $0.41 per gigajoule to a deferral account when the
preceding text indicates the difference in margin between interruptible sales
and service is $0.36 per gigajoule.

Please show the effect (either in percentage or in dollars) of the proposal to
recover the revenue loss of $0.41 per gigajoule.

B10
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12. Ref: Page 10, Line 37 B1é6
~ This sentence appears to be incomplete. Please provide the missing words. |
13. Ref: Page 12, Lines3-5 817

Please indicate the process BC Gas intends to follow to obtain customer input
regarding industrial tariff terms and conditions.

Tab5_Requlatory Consolidat
1. Ref: Page1 ' B1g

The Application states that "Consolidation does not seek to adjust the historical
rate differentials...What is meant by consolidation is that the increases in the
overall revenue requirement occurring as a result of changes since 1992 would
be spread evenly to all customers as a percentage of gross margin."

(a) Please confirm that postage stamp margin is not a prerequisite for
consolidation.

(b) Please demonstrate that historical differentials are maintained if rate
increases are spread evenly to all customers as a percentage of gross
margin.

(c) Please confirm that divisional rate base and cost of service can be
reconstructed should they be required in future.

(d) Please elaborate on the following statement (Vol 1, Tab 5 Appendix C,
page 5)

"Regulation on a consolidated basis would require the BCUC to approve
all of the components for determination of the revenue requirement on
the basis of consolidated data for the Company's utility operations.”

(e) Please address the disadvantages of consolidation cited at Vol. 1, Tab 5,
Appendix C, Pages 40 - 41.

2. Ref: Page 20 of the August, 1992 Decision B19

At page 20 of the August 5, 1992 Decision, the Commission stated that "the
canvassing of the full impact (of consolidation) on all customers is more
important” than the forecast financial benefits. "The Commission is also
concerned that any future intentions of the Company towards rate unification be
made known to all customers before the Commission is asked to endorse
consolidation."




Please explain in what respect your rate design application has canvassed the
full impact of consolidation on all customers, and describe how your rate
proposals, such as postage stamping, have been made known to all customers.

Ref: General

(a) Please explain why your proposed consolidation does not include Fort
Nelson and other utility subsidiaries.

(b) Please provide a cost of service study for Fort Nelson, if one has been
done, and show the rate design impacts as shown on Vol. 1, Tab 3, page
19 and Tab 5 Pages 5 and 6.

(c) If a postage stamp margin is not considered reasonable or workable for
Fort Nelson and/or Columbia, please explain whether alternative
solutions are available and acceptable to BC Gas, such as postage
stamp margin only for Lower Mainland and Inland, separate margins for
Fort Nelson and Columbia, but all the same general terms and
conditions.

Ref: Page 10

(a) Deferred income taxes were collected from all customer rates whereas
franchise fees are collected only from customers within certain municipal
boundaries. Please explain the fairness of offsetting the deferred tax
credit with future franchise fees of selected customers.

- (b) As an alternative, please consider the merit of deriving the gross margin
on items of divisional attributes i.e. revenues, cost of gas, franchise fees
and proposed deferred income tax offsets. The postage stamp or
divisional gross margin will account for common and joint costs only.

Ref: Page 7

Please explain whether the grants given to the Lower Mainland municipalities
are in essence franchise fees, i.e. "grants in lieu" of franchise fees, and should
be treated as separate charges.

Ref: Appendix B, Pages 1 and 2

Has a depreciation study been conducted by BC Gas? On what basis do your
proposed depreciation rates reflect the useful or expected life of the plant
assets?

Ref: Page 11

Given the sophistication of your Work Management System, why is a
simplification of capitalization procedure necessary?

BZ20
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Tab6 P | to Revise Residential Gas Rat

1.

Ref: Page 6, Lines 19 - 23

BC Gas states that "If there are drastic increases in residential rate levels or the
price of 20 to 40 gigajoules of gas per month, residential customers may
substitute wood or electric power as their fuel of choice".

(@) Doesn't the residential elasticity study filed by BC Gas indicate that
residential demand is relatively inelastic, and therefore substitution of
residential load away from gas will not occur in significant amounts?
Does BC Gas have any other studies or evidence that would suggest
such fuel substitution would occur?

(b)  If substitution of residential load away from gas did occur as a result of
price increases, wouldn't it be possible that consumers might turn to
energy efficiency or conservation measures rather than to wood or
electricity? Was this possibility considered in designing the BC Gas
rates?

Ref: Page 6, Lines 29 - 36

Please explain how rates that adequately recover the largely fixed cost of the
natural gas infrastructure owned by BC Gas leads to environmental
responsiveness.

Ref: Page 11, Lines 17 - 19

The Application states that 80% of the residential customers in the Lower
Mainland Division consume between 60 and 180 gigajoules per year. Please
provide similar figures for the Inland and Columbia Divisions.

Ref: Page 12, Lines 11 - 40

Please provide an update to the referenced table showing impacts without the
January 1, 1993 interim increase. Please include an additional column
showing the percentage increase (decrease) exclusive of the cost of gas.

Ref: Page 12, Lines 11 - 40

Please provide a table showing the dollar and percentage increase (decrease)

in bills for low, medium and high use customers, for each division, for a typical
summer month and a typical winter month.

B25
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6. Ref: Page 15 B30

The methodology for allocating gas costs to the rate schedules is that approved
in the February 21, 1992 Decision (Phase A Rate Design methodology) and
summarized in the August 5 1992 Decision (p.61). Would BC Gas agree that
although the gas cost allocation methodology may be appropriate for allocating
gas costs to the rate class, it doesn't aid rate design within the rate class?
Please explain.

7.  Ref: Page 26 and Tab 7, Page 26 | B31

Please explain the difference between bills and sales as shown in the top
graph. Please confirm that this graph indicates that approximately 7.5% of
residential bills are for sales of 2 gigajoules or less and that this represents
approximately 20% of total residential sales. This appears to be the inverse of
the small commercial class sales - bills relationship which seems to indicate
that approximately 25% of small commercial bills are for sales of 2 gigajoules or
less and that this represents approximately 6% of total commercial sales.
Please explain.

8. Ref: Page 32 B32

The graph appears to suggest that approximately 29% of margin revenue is
‘generated on sales of 2 gigajoules or less while 56% of margin costs are
incurred on sales of 2 gigajoules or less. Please confirm that this
understanding is correct. Please reconcile the cost curve to the statement made
elsewhere that approximately 90% of BC Gas' residential margin costs are
fixed (Tab 3, Page 7).

9. Ref: Page 37 ‘ B33

This graph compares LRIC to the proposed postage stamp margin and to the
present rate margin at various levels of consumption. Given that the proposed
postage stamp margin and present rate margin reflect historical costs of serving
current customers while the LRIC value reflects the cost of serving an
incremental or new customer, does BC Gas see any difficuity in making these
comparisons? :

Tab7 P 1o Revise C rcial Gas Raf
1. Ref: Page 13, Lines 1 - 31 B34
With respect to small commercial customers, please provide an update to the
referenced table showing impacts without the January 1, 1993 interim increase.

Please include an additional column showing the percentage increase
(decrease) exclusive of the cost of gas.

10




Ref: Page 13, Lines 1 - 31

With respect to small commercial customers, please provide a table showing
the dollar and percentage increase (decrease) in bills for low, medium, high
and very high use customers, for each division, for a typical summer month and
a typical winter month.

Ref: Page 14, Lines 5 - 33

With respect to large commercial customers, please provide an update to the
referenced table showing impacts without the January 1, 1993 interim increase.
Please include an additional column showing the percentage increase
(decrease) exclusive of the cost of gas.

Ref: Page 14, Lines 5 - 33

With respect to large commercial customers, please provide a table showing the
dollar and percentage increase (decrease) in bills for low, medium, and high
use customers, for each division, for a typical summer month and a typical
winter month.

Ref: Page 2, Lines 14 17

Does BC Gas have any plans to implement demand metering for General Firm
Service and General Firm Transportation customers?

Ref: Page 4, Lines 19 - 24
Please indicate where the average margin per gigajoule numbers shown are

calculated in the Application. If not shown in the Application, please provide the
backup calculations in support of these numbers.

Ref: Page 10, Lines 5- 35
With respect to Schedule 5 customers, please provide a table showing the
dollar and percentage increase (decrease) in bills for low, medium, and high

use customers, for each division, for a typical summer month and a typical
winter month.
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Tab9 P | to Revise Industrial Gas Rates
1. Ref: General - The Auction Propoéal B41

This matter continues to be outstanding from the Phase A Process. It was

- Commission Staff's understanding that BC Gas would be revising its proposals
on this matter as part of the Phase B application. Please file the current BC Gas
position in response to this information request.

2. Please provide blacklined copies of Schedules 10, 13, and 22 showing any 547
proposed revisions (from filed tariffs) which arise from the Phase B application.

3. Ref: Page 16, Lines 16 - 26 ’ B43

The Application states that Rate Schedule 7, General Interruptible Service, will
track Rate Schedule 10, Level 2 commodity rates with a premium in winter
months initially set at $O 30 per glgajoule How was the $0.30 per gngajoule
premium determined?

4, Ref: Pages 24 and 25 B44

(@) It is unclear as to whether this application seeks approval of
Schedules 22 and 22B. Please clarify the roles of the Tolls and Tariff
Committee versus the public hearing review process.

(b) Please explain why it is appropriate to cancel Schedule 7 on which the
current interim transportation rates are based, prior to approval of Schedule
22B.

5. Ref: Pages 34 and 35 B45

If not already answered elsewhere, please provide a more detailed explanation,
with reference where possible to the FDC studies, of how the various charges
were developed for rate schedules 22 and 27.

In particular, if the interruptible rates are derived from the firm rates, how are the
$1.64 and $0.82 seasonal delivery charges initially established and why are
these numbers not set at some other level which provides the same forecast
revenue? Explain how the various factors such as daily versus monthly
balancing, grouping of customers and expected number of interruptions lead to
the resulting level 1 and 2 pricing for the two schedules.

Tab 10 Proposal to Revise NGV Gas Service B
1. Ref: Pages 4 and7 B46

On P.4 lines 30 - 34, it is suggested that high volume centrally located stations
should support low volume outlying critical stations. Explain how this is

12




consistent with the delivery charge reduction of 50 percent for loads above
4000 GJ/month detailed on P.7 which is designed to encourage building load.
Rationalize this load building incentive in the context of IRP, and the flat delivery
charges proposed elsewhere in the application.

Volume i

Tab5P | Industrial Tarift

1.

Ref: General

Recognizing that rate schedules 5, 25, 7, 27 are either new or extensively
rewritten, please provide a summary of changes similar to that provided
beginning on V.1, T.12, P.3 including a comparison table where appropriate.

In the case of Schedule 27, comparisons should also be made to Schedule 22
(as revised by this application).

Ref: Page 5.5, Page 25.6, Page 7.5, Page 27.6

Explain the rationale for what is in effect a minimum 13 month notice period. In
the event the Company was able to arrange firm gas supply in less than
13 months, why would it not offer a sales rate to the customer? Comment on
the suitability of the following alternative wording:

"The Company will require sufficient notice period to permit arranging
additional firm gas supply; depending on when notice is received, a firm
gas sales rate may not be available for up to one year after receipt of
notice."

(Note that Rule 1.6 of the Commission's March 16, 1993 Rules pursuant to
Section 85.3, sets an upper limit of one year for this notice period.)

r lan_- Apri ili
On page 2 of the cover letter from P.D. Lloyd, the company states that delay in
approvals of deferral accounts will delay filing of the 1993 IRP. What activities,
if any, does the Company plan to pursue regardiess of Commission action?
In what ways were the 1992 draft IRP and the revisions contained in this filing
used in preparing the LRIC study, the Fully Distributed Cost study, and the
company's rate design proposal?

With regard to the IRP objectives outlined in Tab 1, has the company identified
any quantitative measures that will enable it to assess whether or not it has met

13
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these objectives. If so please describe what ratios or other statistics the
company plans to gather or calculate?

Ref: Tab 2, pages 1 and 2

With respect to the GSR&R Obijective 1, why does BC Gas intend to acquire only
residential and commercial end-use models and use disaggregated
econometric models for the industrial sector? What information can
econometric and end-use models provide that may be of use in implementing
DSM programs.

With respect to DSM Objective 1, why is BC Gas only studying the residential
and commercial markets?

With respect to DSM Objective 3, why is conservation potential being
determined for residential and commercial markets only?

Tab 3: Deferral Accounts

(é) Several DSM and IRP Deferral Account Applications have been filed with
the Commission. Specifically, these are:

- the March 2, 1992 Commercial Water Heater and Commercial Booster
Water Heater Program Application,

- the November 23, 1992, Revenue Requirements Application: Vol.1, Tab
3. p.1-03-14;

- the December 31, 1992 Commercial Marketing Program Deferral
Account Application;

- the April 30, 1993 Deferral Account Application.

Please reconcile the DSM and IRP costs in the IRP with the program deferral
accounts requested in the other applications noted above. For each individual
marketing or DSM program or expenditure and each DSM or IRP project,
please provide:

i) a brief description of the program or project, including the current status
of the project and the proposed termination date, and whether the
program is being undertaken in conjunction with another utility (such as
B.C. Hydro).

i) an estimate of the proposed before-tax and after-tax expenses for the
calendar year 1993,

iii)  the actual or committed before and after-tax expenditures up to
December 31, 1992 and,

iv)  the actual or committed before and after-tax expenditures for the first
three months of 1993.
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(b) The LNG Deferral Account Application included three stages of public
consuitation. How will this public consultation process be integrated with other
'BC Gas public consultation processes? Has BC Gas considered combining this
with the more general Public consultation process described under tab 10 with
respect to the IRP process, in order to determine if an LNG plant is the most

logical alternative and, if it is, where it should be located?

Please describe the purpose and expected content of the WestCoast Line
Three Avoided Cost Study and the Monitoring Study Strategy Document (Level
2) identified in the milestone schedule under Tab 4.

The milestone schedule (Tab 4) indicates that BC Gas plans to file its final IRP
on December 17, 1993. Will the final IRP contain a long-run DSM plan? If so
will this plan rely on draft results from the end-use survey, given that the final
end-use report will not be completed until December 19, 19937

Ref: Tab 5, Pages 2 and 3

(a) What 'off-the shelf' models has BC Gas evaluated prior to choosivng the
REEPS/COMMEND models?

(b) Has BC Gas discussed with BC Hydro the question of how much data is
available from BC Hydro for sharing and how much of that data is
applicable to gas demand forecasting?

(¢) Has BC Gas surveyed other gas utilities regarding their choices of end-
use models.? Has BC Gas explored the possibility of data sharing with
other Canadian gas utilities?

(d) Can BC Gas provide any examples of REEPS or COMMEND models that
have been customized for other utilities in order to forecast peak
day/peak hour demand and to accommodate different block rate
structures?

Ref: Tab 5, Page 4

BC Gas indicates that the long-term success of the end-use modelling effort
depends on the execution of three ongoing projects:

- Extensive residential and commercial customers surveys

- A customer monitoring program

- A conditional demand analysis study based upon results from customer
surveys and monitoring programs.

Are the costs for these three projects contained in deferral accounts for which
BC Gas is requesting approval? “
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10.

11.

12.

13.

14.

15.

16.

Ref: Tab 7, Page 9

The company indicates that it plans to select DSM programs using the
California Standard Practice tests. Of the five standard practice tests outiined in
the California Standard Practice Manual, which one will BC Gas rely on?

Avoided costs are inputs to the standard practice tests. Has BC Gas developed
avoided costs that it will use or has used in the past to evaluate DSM
programs? If so, please provide a copy of the Company's most recent estimate
of avoiged costs. How do the avoided cost figures compare to the LRIC study
results?

Ref: Tab7,Page7

BC Gas describes four steps "to identify potentially viable DSM measures,
screen out non-viable measures and package potentially viable measures into
programs”. Where within this process is the avoided cost of gas taken into
account? Has BC Gas used any analysis using its avoided cost for screening
the programs proposed in Tab 7, Section 4? If so what was the avoided cost
used and what was it based on?

Has BC Gas given any consideration as to how it will allocate the cost of DSM
programs to customer classes? If so, please explain the company's thoughts on
this matter.

Ref: Tab 7, Pages 4 and 6

BC Gas states that "For the purposes of this discussion a DSM program is

considered to be synonymous with the term DSM Resource' and "A DSM

measure is defined to be any measure which can impact demand”. These two

statements taken together imply that any measure that effects demand is a DSM

Irqesource. ?Does this imply that BC Gas views all marketing programs as a DSM
esource?

Ref: Tab 7, Page 6

Has BC Gas done any preliminary studies to assist it in designing the DSM
research it intends to carry out. If so, please provide copies of the reports.

Tab 7, Page 11.

BC Gas notes several alternative ways of proceeding after selecting potentially
viable DSM resources in the draft IRP. The alternative that it is proposing
involves (1) including the developed and selected DSM Programs in the
December 1993 IRP, (2) proceeding with the DSM potential study, and (3)
proce?ding with three DSM programs in advance of a complete IRP or public
consultation.
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17.

18.

19.

(@) One of the proposed programs for implementation is the Customer
Energy Education and Information Program (Tab 7, p.17). Please
explain if BC Gas has any studies or evidence that indicate that general
education programs have any impact on customer energy use behavior.
Please provide any copies of evidence or studies that BC Gas has relied
on in designing this program? What particular energy use behavior
changes is the program intended to bring about?

(b)  Another of the proposed programs for implementation is the R2000
energy New Home Construction Program (Tab 7, P.19). Please expiain
the value of this program given new provincial standards for energy
efficiency that include such gas-fired appliances as furnaces and water
heaters (March 19, 1993 MEMPR Press Release)?

(¢) Regarding the Hot Water Saver Program (Tab 7, p.17): What proportion
of the shower head and aerator costs would be paid by BC Gas and
what proportion of the costs would be paid by interested municipalities.

Ref: Tab 7, Page 12 7 B65

Please explain if BC Gas has any studies or evidence that indicate that
Industrial Energy Audit programs have any impact on customer energy use
behavior. Please provide any copies of evidence or studies that BC Gas has
relied on in designing this program? What particular energy use behavior
changes is the program intended to bring about?

Ref: Tab 7, Appendix 1 B66

At page 5, BC Gas notes that rate incentives to encourage conservation were
discussed. Were such considerations made a part of the BC Gas Rate Design
Application of April 15, 1993? Does BC Gas consider aligning rates and IRP
objectives an important consideration in rate design?

Ref: Tab8 | B67

The discussion of alternatives considered to the development of the ROM model
is limited to a list of the shortcomings of the existing Gas Supply Optimization
Model, and a reiteration that BC Gas solicited proposals and is convinced that
'building on existing models...is a far quicker and cheaper way to integrate its
Resource Optimization'. Did BC Gas study any alternatives to modification of
the existing GSOM (e.g. other stand-alone ROM models? If so please describe
them and provide estimates of their cost for comparison to the chosen
alternative (modification of the GSOM). If not, what evidence did BC Gas rely on
to support this assertion?
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20.

21.

22.

Westcoast/BC Gas Public Involvement Process - Greenhouse Gas Stabilization

(a) Has Westcoast Energy, BC Gas or Greenspirit Consultants gathered any
information regarding other public processes that relate to greenhouse
gases and that may be occurring in BC or Canada that apply to BC? If
so, please provide a list of other public processes that BC Gas is aware
are taking place? If there are other public processes of which BC Gas is
aware, what information will this study provide that will not be available
through some other process?

(b) BC Gas notes that "a cooperative effort involving all Interested Parties will
be the most effective way of addressing this issue in a comprehensive
fashion". Please describe, at least as an initial list, who those interested
parties are that BC Gas anticipates would be involved?

(c)  Will all draft and final reports resulting from this project be made
available to the public?

Ref: Tab9

According to the information contained in Tab 9, one aspect of the functions
carried out by the System Planning Department involves working with groups
within BC Gas to determine possible load shedding options in specific areas.
Please provide an example of the type of load shedding options that are
considered.

The System Planning Department also evaluates transmission system costs,
gas supply costs, security of gas supply and.system reliability and flexibility.
How are system reliability, flexibility and security of gas supply measured?

How are the extreme cold days defined? Do they represent the coldest day in a
year or the coldest day experienced over many years?

Ref: Tab 10
With regard to public consultation, Tab 10 discusses an information campaign
designed to encourage active participation by the "general public. What is the

nature of the active participation envisioned? Will key stakeholders be involved
in the selection of resources?
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GLOSSARY OF TERMS

Alberta Natural Gas (ANG) Alberta Natural Gas Company Ltd. The operator
of a natural gas transmission line which runs
from Alberta to the U.S.A. across the south
east corner of British Columbia. Gas moving
to the Columbia service area flows through the
ANG pipeline. The East Kootenay Link running
from Trail connects to the ANG pipeline at
Yahk.

Alberta and Southern (A & S) Alberta and Southern Gas Co. Ltd. A marketer
of natural gas which purchases natural gas in
Canada for sale in California. Most of the
capacity on the ANG pipeline is under contract
to A & S. A & S supplies peaking gas to BC
Gas which is transported via the East Kootenay
link.. A & S also acts as agent in the
transportation of gas via the ANG pipeline to

Columbia.
Average and Excess Demand A method of distributing utility capacity
(AED) , related costs whereby the costs are allocated

to classes partially based on peak day
consumption, and partially based on individual
class total annual energy consumption.

Basic Charge A fixed monthly fee charged regardless of the
. quantity of gas consumed by the customer. May
also be half the bimonthly fee charged
customers billed bimonthly.

BCUC ’ ‘British Columbia Utilities Commission.

Burrard Thermal Electric generating plant owned by B.C. Hydro
and located on Burrard Inlet near Ioco.

Burrard Thermal Agreement The amended and restated interruptible gas
agreement made as of the 29th day of September
1988 and providing for the supply and delivery
of gas to the Burrard Thermal plant on an
interruptible basis.




Burnertip

Bypass

Captive

Coincident Peak -

Columbia (COL)

Commercial

Commission

Commodity Charge

Cost of Gas Recovery

Tab 1
Page 2

A term used to refer to the price or other
characteristic of natural gas delivered to the
premises or facilities of a customer. A
"burnertip" price includes all costs to the
customer.

See "non-captive".

A term used to describe customers situated far
enough from a pipeline that bypassing the
distribution system would result in a rate
higher than the applicable utility rate. It
is also used to describe certain customers
whose rates are final and do not change with
changes in the utility's revenue requirements.

Peak capacity demand of a customer class which
coincides with the peak capacity demand
established by a system.

The portion of the BC Gas service area which
formerly was Columbia Natural Gas Limited. It
is located in the East Kootenays and serves
customers with gas from the ANG pipeline.

Customer group of BC Gas which includes
businesses, institutions and large multifamily
buildings.

British Columbia Utilities Commission.

A charge collected on a volumetric basis which
represents a market based price for utility
interruptible gas supplied to the W.E.I.
interconnection with BC Gas.

The portion of the price paid by the customer
to compensate BC Gas for its costs of
acquiring gas supply.




Cost Margin

Delivery Charge

- Demand Charge

Direct Purchase
Administration Charge

Division

East Kootenay Link

Firm

Fort Nelson (FN)

Tab 1
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From the Fully Distributed Cost study, the
cost of service associated with a particular
rate class less the associated cost of gas

supply.

A unit rate for gas service, excluding the
cost of gas component. This charge is
collected on a volume basis and is in addition
to the basic charge.

A fixed monthly amount charged under a rate
schedule or a gas supply or service contract.
The charge is effectively a reservation fee
and is paid regardless of whether or not any
gas flows in that month.

A charge designed to recover the incremental
costs associated with providing transportation
service.

A term created by OIC 953/89 which arose as a
result of the amalgamation of four companies,
namely BC Gas Inc., Inland Natural Gas Co.
Ltd., Columbia Natural Gas Limited, and Fort
Nelson Gas Ltd. into BC Gas Inc. in 1989.
Each of these entities upon amalgamation were
to be referred to for regulatory purposes as
the Lower Mainland, Inland, Columbia and Fort
Nelson Divisions.

A gas transmission pipeline running between
Trail and Yahk. It connects the Inland
service area with the ANG pipeline.

Service provided year round without
curtailment.

The portion of the BC Gas service area which
formerly was Fort Nelson Gas Ltd. It
comprises the Fort Nelson and Prophet River
areas of northern B.C.




Franchise Fee Charge

Full Fixed Charge

Full Variable Charge

Fully Distributed Cost (FDC)

General Service

Gigajoule (GJ)

Hyperplot

Inland (INL)

Integrated Resource Plan
(IRP)
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A charge collected from customers which reside
or operate in a municipality or city to which
BC Gas pays franchise fees.

A fixed monthly fee charged regardless of the
quantity of gas consumed by the customer, and
representing a majority of the utility cost-
of-service, excluding the cost of gas.

A unit toll paid on each unit comprised of
Commodity, Demand and Customer Margins, and
the Cost of Gas Commodity.

The distribution of all gas utility costs to
classes of customers.

A class of 1larger volume firm service
customers who may have a significant portion
of their consumption dedicated to processing
loads.

A metric measure of energy. A billion joules.

A graphical representation of a utility rate
that is displayed as a straight line as a
result of using a hyperbolic scale on the
horizontal axis.

The portion of the BC Gas service area which
formerly was Inland Natural Gas Co. Ltd. It
is located throughout much of the interior of
the Province and serves customers with gas
primarily taken from the Westcoast pipeline
system.

Planning process, used by regulated energy
utilities, that equally compares options that
involve changes in supply resources and
changes in energy demand. The outcome of the
process is an "integrated resource plan"
(usually covering 15 to 20 years) and an
"action plan" (usually two years). .




Interruptible

Joule

Liquified Natural Gas (LNG)

Load Factor

Long Run Incremental Costs
(LRIC)

Lower Mainland (LM)

Margin

Megajoule (MJ)

Minimum Charge

Tab 1
Page 5

Service provided with customer curtailment due
to supply or system capacity limitations.

A metric measure of energy equal to the amount
of work done when the point of application of
a force of one newton is displaced a distance
of one metre in the direction of the force.

The Company owns and operates an LNG peak
shaving facility located in Delta, B.C. where
natural gas is liquified and stored during
off-peak periods, then vapourized and used to
help meet firm customer demands during peak
periods. V

Ratio of the average load over a designated
period of time to the peak load occurring in
that period.

The estimated cost of adding an additional
customer today c¢alculated recognizing the
impact of future costs.

The portion of the BC Gas service area which
formerly was the Lower Mainland Gas Division
of B.C. Hydro. It is located in the Lower
Mainland and Fraser Valley and serves
cugtomers with gas primarily taken from the
Westcoast pipeline system.

Charge for utility services calculated as the
burnertip rate less the gas cost recovery.

A metric measure of energy. A million joules.

A minimum monthly bill assessed customers. It
is composed of charges specific to the rates
in each customer class e.g. Residential, it is
the basic charge or for Generally Firm
Transportation, it is the |Dbasic and
administration charges.



National Energy Board (NEB)

Non-coincident demand (NCD)

Non-captive

Ogive

Pacific Coast Energy
Corporation (PCEC)

Peak Responsibility (PR)

Petajoule (PJ)

Tab 1
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The federal regulator of interprovincial and
export energy transporters. The regulator of
Westcoast Energy Inc.

Peak capacity demand of a customer class at
any time irrespective of when the system peak
capacity demand is established. A method of
allocating utility capacity related costs

‘whereby the peak capacity demands for all

classes are added together irrespective of the
time of occurrence.

Customers close enough to a pipeline that
bypassing the distribution system would result
in a rate lower than the applicable utility
rate.

Operating & Maintenance expenses of the
utility.

A graphic that represents the profile of gas
sales to a group or class of customers. The
horizontal axis is logarithmic and the
vertical axis is on a probability scale.

A pipeline company with its starting

point at the BC Gas station near Ioco and its
terminus in Victoria. The company transports
gas for distribution to the Sunshine Coast,
Texada 1Island, Powell River and parts of
Vancouver Island.

A method of allocating utility capacity
related costs according to the capacity
demands imposed on the system by various
classes of customers during peak day.

15
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Phase A

Postage stamping

Residential

Seasonal Rate

Terajoule (TJ)

Transportation service
(T-service)

Valley

Westcoast (WEI)

Tab 1
Page 7

A BC Gas rate design application and hearing
dealing with methodology to allocate the gas
supply costs for Inland and Lower Mainland.
It resulted in the Phase A Decision of
February 21, 1992 in which the Lower Mainland
and Inland Division gas supply cost allocation
methodology and class gas cost recovery were
approved.

Determination of common rates for utility
services, excluding gas costs, for classes of
customers throughout the BC Gas service
territory.

Class of customers including single family
regidences and multi-family buildings with
less than 4 units.

A rate which varies on a seasonal basis.
Typically, the application of higher rates
during the winter months of November through
March reflecting the greater demand for system
capacity.

A metric measure of heat. A thousand
gigajoules.

A gas delivery service provided by a
pipeline or 1local distribution utility to
customers who purchase natural gas from
producers or marketers,

Test year.

Pipeline and distribution system capacity
available during off peak periods.

Westcoast Energy Inc. The operator of natural
gas gathering, processing and transmission
pipeline facilities located primarily in the
Fort Nelson and Fort St. John areas of the
province. The transmission facilities are
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from those areas, and from Alberta, to the
international boundary at Huntingdon in the
Lower Mainland. The BC Gas facilities
interconnect with the Westcoast facilities at
many locations, with major interconnections at
Savona and Huntingdon. Burrard Thermal
Electric generating plant owned by B.C. Hydro
and located onBurrard Inlet near IOCO.



VOO WN

To:

IN THE MATTER OF the Utilities
Commission Act SBC 1980, Chapter 60
and amendments thereto

and

IN THE MATTER OF an Application by BC Gas Inc.
to implement certain rate design changes

British Columbia Utilities Commission
Sixth Floor, 900 Howe Street
Vancouver, British Columbia

V6Z 2N3

APPLICATION

BC Gas Inc. ("BC Gas") hereby applies for approval of the
various proposals set out in this Application and in the two

volumes to which this Application pertains. These matters
include:

CONSOLIDATION

1. An Order allowing BC Gas to consolidate for regulatory

purposes the Lower Mainland Division, Inland Division and
Columbia Division. That is, to have its revenue
requirement (exclusive of gas supply costs) determined as
one regulated entity and not on the basis of three
separate divisions. The effective date sought for the
Order is January 1, 1993 to accord with the BC Gas 1993
Revenue Requirement Application dated November 22, 1992
and Commission Order G-120-92.

An Order approving the elimination of divisional accounts
and approving the specific accounting practices relating
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to consolidation set out below:

(a)

(b)

Depreciation and Amortization:

Common depreciation and amortization rates to be
applicable to similar plant categories throughout
the Company. Details of the proposed revisions
are found in Appendix B of Volume 1, Tab 5.

Deferred Income Tax Balances:

In order to dispose of the deferred income tax
balances within the service area where the balance
arose, BC Gas applies for Commission approval to
draw down the accumulated deferred income tax
balances in the following manner:

Inland:

The accumulated deferred tax balance of
$11,031,000 will be drawn down in the Inland
service area by a negative rider in lieu of
franchise fee charges, to be applied at 3.09% on
the billings calculated under Inland rates. - The
draw-down is to commence on January 1, 1994 and
will cease when the balance is depleted, which is
estimated to be between 2.5 and 3 years.

Columbia:
The accumulated deferred tax balance of $1,559,000
will be drawn down as follows:

i) A sufficient amount to be applied in 1993 to
eliminate certain deferral account balances;

ii) A sufficient amount to be applied in 1994 to
Residential, Commercial and General Service
rates to offset 50% of the proposed 1994
margin increase for those customer classes;
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iii) The balance as a Negative Rider in lieu of
1994 franchise fee charges, similar to that
proposed above for the Inland Service Area.
For greater detail see Volume 1, Tab 5, page
10.

(c) Other Deferred Charges:
Approval to dispose of the various balances as set
out in the discussion on Consolidation at Volume
1, Tab 5.

(d) Franchise Fees:
Since municipal franchise fees are incurred only
in the Inland and Columbia divisions, BC Gas seeks
approval to:

i) remove the average franchise fee contained in
the rates applicable to within the Inland and
Columbia divisions, and

ii) collect the amount of franchise fees by way
of a separate Franchise Fee Charge to
customers who reside or operate within the
boundaries of cities or municipalities to
which BC Gas pays franchise fees.

RATE DESIGN - Rate Schedules

3.

An Order approving the replacement of the residential
rate schedules of Lower Mainland (existing schedules
2101 and 2102), Inland (existing Schedule 1), and
Columbia (existing Schedule 1) with the proposed Rate
Schedule 1.
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An Order approving the replacement of the commercial
and general service rate schedules of Lower Mainland
(existing Schedules 2207, 2208, 2209), Inland (existing

Schedules 2.1, 2.2) with the proposed Rate Schedules 2
and 3.

An Order approving the replacement of the existing
commercial rate schedules 2.1 and 2.2 in Columbia with
the proposed Rate Schedule 2.

An Order approving the replacement of the seasonal rate
schedules of Lower Mainland (existing Schedules 2601,
2602), Inland (existing Schedules 4.1, 4.2) and
Columbia (existing Schedule 4) with the proposed Rate
Schedule 4.

An Order approving the replacement of rate schedules of
Lower Mainland (Schedules 2006, 2007, 2207, 2208,
2209), Inland (Schedules 2.2, 5.1, 5.2, 5.3, 25), and
Columbia (Schedules 2.2, 3, 25) with the proposed:

(a) Rate Schedule 5, General Firm Service, and

(b) Rate Schedule 25, General Firm Transportation

An Order approving the replacement of the rate
schedules for the small interruptible service of Lower
Mainland (Schedules 2501, 2502A and 2502B) and Inland

(Schedule 7) with the proposed:

(a) Rate Schedule 7, General Interruptible Service, and

(b) Rate Schedule 27, General Interruptible Transportation

and offering these services in the Columbia service
area.
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11.

12.

13.

14.

15.

16.
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An Order approving the replacement of the rate
schedules for the large industrial service of Lower
Mainland (Schedules 2501, 2502A, 2502B, 22) with the
proposed Rate Schedule 22 Large Volume Firm &
Interruptible Transportation.

An Order approving the renaming of Inland Division
Schedule 22 as Rate Schedule 22A, modifying that
schedule to accord with the proposed Rate Schedule 22
and closing that Rate Schedule 22A.

An Order approving the introduction of the proposed
Rate Schedule 22 in the Inland service area.

An Order approving the modification of Rate
Schedule 10.

An Order approving the renaming of Columbia Division
Schedule 7 as Rate Schedule 22B and closing Rate
Schedule 22B.

An Order approving the modification of Rate Schedule 13
and approving it becoming available to all service
areas of BC Gas.

An Order approving the replacement of the rate
schedules for NGV of Lower Mainland (Schedule 2206),
Inland (Schedule 14), and Columbia (Schedule 5) with
the proposed Rate Schedule 6.

An Order approving the renaming of Lower Mainland
Vehicle Refuelling Service Schedule 2216 as Rate
Schedule 6.1 Vehicle Refuelling Appliance Service.
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COMMON GENERAL TERMS AND CONDITIONS

17. An Order approving the common general terms and
conditions found at Volume 1, Tab 12 including the
revised Application for Service Charges of $25.00 for
existing installations and of $75.00 for new service

installations.

18. An Order approving the incorporation of the common
general terms and conditions into the existing tariff
supplements.

INDUSTRIAL TARIFFS

19. An Order approving the proposed industrial tariffs
found at Volume 2, Tab 5.

TERMINATING TARIFFS AND SCHEDULES

20. An Order approving the termination of the following
tariff provisions and schedules and, if applicable,
accompanying service agreements:

Lower Mainland: - Schedules 2103, 2104 Residential

Pension Service

- Schedules 2191, 2294 L.P. Gas
Service

- General Terms and Conditions
Applicable to Schedules 2006 and
2007

- General Terms and Conditions
Applicable to Large Industrial
Transportation
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Inland: . = Schedule 30 Interruptible

Transportation Service

- Westcoast/Inland Wheeling
Agreement made January 17, 1977

- Schedule 6 Special Industrial Firm
Sales

-~ General Terms and Conditions
Applicable to Large Industrial
Transportation

- General Terms and Conditions
Applicable to Small Industrial
Transportation Service.

RATE DESIGN IMPLEMENTATION DATE/DEFERRAL ACCOUNT

21.

22 L)

For classes affected by the rate proposals other than the
industrial classes, the Company seeks an effective date
of January 1, 1994 for the proposed rates and tariffs.

BC Gas seeks the proposed rates and tariffs for the
industrial classes to be effective November 1, 1993.
Since November 1 is the commencement of the gas year,
practicality and convenience dictate that for industrial
customers the rates and tariffs should be in place on
that date. However, since the industrial classes are
generally receiving a significant reduction, an immediate
reduction would negatively impact the Company's 1993
financial results. BC Gas requests the creation of a
deferral account with a balance equal to the reduction in
total industrial revenue from proposed rates which would
occur in November and December. This amount would then
be taken into income by the Company during November and
December. This would serve to keep the Company
financially neutral. The deferral balance would be
amortized by charges to the industrial class over the 12
months commencing November 1, 1993.
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23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

PUBLIC PROCESS

23. The Company seeks approval to adopt a public process to
facilitate an understanding of the proposals, to
receive comments, and to develop a specific list of
issues and concerns to be more fully addressed in the

public hearing.

CONCLUSION

In support of this Application, BC Gas has filed material in
Volumes 1 and 2 demonstrating that the proposals contained
herein are not unjust or unreasonable, unduly discrimina-
tory, or unduly preferential.

All of which is respectfully submitted.

Dated at Vancouver, British Columbia, this 15th day of
April, 1993.

BC GAS INC.
Per:

/

“pavid M. Masuhara

Vice-President
Legal & Regulatory Affairs

All notices and communications with regard to this
Application should be sent to:

BC Gas Inc.

Attention: D.M. Masuhara
1111 W. Georgia Street
Vancouver, B.C.

V6E 4M4
Phone: (604) 443-6607
Fax: (604) 443-6789
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APPLICATION OUTLINE

1.0 INTRODUCTION

Since the cfeation of BC Gas in 1988, the structure of the
Company’s rates has not undergone a comprehensive review,
apart from the determination of the appropriate methodology
for the allocation of gas supply costs in 1992. Since 1988,
parties such as industrial customers and the British Columbia
Utilities Commission have expressed a desire for a review of
the Company’s rate design. Various matters relating to gas
costs, regulatory consolidation, consideration of postage
stamp rates, industrial complaints and tariffs have been
referred to a rate design proceeding. The Company has now
undertaken a review of the structure and design of its rates.
It is proposing changes which are responsive to the above-
mentioned issues and others which the Company views as
appropriate. The proposals of the Company include:

1. The consolidation of the Lower Mainland, Inland and
Columbia Divisions for future revenue requirement
purposes.

2. The implementation of uniform postage stamp margins,
excluding gas supply costs ("delivery rates"™ or "delivery
charges"), for residential, commercial and general service

customers.
3. The implementation of basic monthly charges that improve
the recovery of the fixed costs incurred by BC Gas in

providing gas service.

4. Rates that improve the revenue to cost ratio imbalances
between rate classes. '

5. Revised industrial rates and tariffs.




W WWWwWwwwNNbNNNDNDN N DN R B R e e s s e
OO U bW O W 0O N WU & W EFE O WO NGO O & WN R o

W 0 N 0 0 > W N

Tab 3
Page 2
6. Common general terms and conditions, with new fees for

certain company services.

2.0 HISTORY

BC Gas Inc. was formed in 1988 as a result of the acquisition
by Inland Natural Gas Co. Ltd. ("Inland") of the B.C. Hydro
and Power Authority Lower Mainland Gas Division. Following
the acquisition, the four separate gas distribution companies,
Inland, Columbia Natural Gas Limited ("Columbia"), Fort Nelson
Gas Ltd. ("Fort Nelson") and B.C. Gas Inc. (the "Lower
Mainland Division") were amalgamated in 1989 pursuant to the

Company Act and the Hydro and Power Authority Privatization
Act to constitute BC Gas Inc.

The service area extends from Fort Nelson south through the
Northern Interior, the Cariboo, the Okanagan, the West and
East Kootenay regions and the Lower Mainland. BC Gas serves
over 100 communities throughout British Columbia and
approximately 635,000 customers of which there are
approximately 570,000 residential, 66,000 commercial, and 700
industrial and other. This represents over 90% of natural gas
consumers in the Province. ' '

Notwithstanding the amalgamation and the unified nature of the
management and operations of Inland, Columbia, Fort Nelson and
Lower Mainland, BC Gas has been required to maintain those
separate regulatory divisions until such time as there was an
opportunity for a public hearing into this issue. That is,
while the corporate entity, the management, operations and the
supporting systems of BC Gas operate as one unit, until
otherwise determined in a public hearing, the rates for the
divisions were to be maintained as though the divisions were
separate utility entities. This divisional approach to rates
has been maintained despite the new Company’s need to merge
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the various cultures, employees and systems of the four
separate entities to achieve the optimum benefits and

efficiencies.

Since the creation of BC Gas, its rates have only been
reviewed by the Commission in the context of the appropriate
cost allocation for gas supply costs to various customer
classes (the "Phase A" Rate Design hearing) and in terms of
the appropriate overall revenue levels for BC Gas. A review
of the appropriate structure and design of the rates of BC Gas
has not been conducted. Furthermore, the structure of rates
for the Lower Mainland Division had not been reviewed in a
comprehensive manner by the Commission while that division was
operated by B.C. Hydro. With regard to the Inland and
Columbia Divisions, the structure of the rates was reviewed by
the Commission in 1987 and rate design decisions were issued.

In terms of the appropriate methodology for the allocation of
gés supply costs for the Inland and Lower Mainland Divisions,
the Commission reviewed this matter in December 1991 and
January 1992 in a public hearing and issued its Decision in
February 1992. The Decision recognized the integrated nature
of the gas supply for the two divisions. The methodology for
the allocation of gas supply costs approved in the Phase A
Decision is used in this application to allocate gas supply
costs for the Inland and Lower Mainland service areas.

In its 1992 Revenue Requirement Application, BC Gas sought a
uniform rate increase equally from all customers. This
approach retained the historic rate differentials between the
divisions while spreading future increases equally to all
customers. The Commission approved this approach on an
interim refundable basis. This matter was considered by the
Commission in its August 1992 Decision. The final
determination of this matter was left to a future rate design
hearing.
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3.0 RATE DESIGN OBJECTIVES

A feview of the appropriate level and structure of each class
of rates related to the utility’s margins has been undertaken.
BC Gas has considered amongst other matters the fair
allocation of costs to rate classes, the long run incremental
costs for customer classes and the rate imbalance between
interruptible sales and service rates in the Lower Mainland.
Rates which include "postage stamp" margins (exclusive of gas
supply costs) for the Lower Mainland,,Inland, and Columbia
residential and commercial <classes, and uniform rate
structures, have been reviewed.

4.0 STUDIES

In considering the appropriate rate design for BC Gas, the
following studies were undertaken to assist in determining an
appropriate rate level and structure for customer classes.

1. A long-run incremental cost study on a divisional basis
and by customer class (Volume 2, Tab 3).

2. A fully distributed cost of service ("FDC") study for each
of the three divisions (Volume 2, Tab 2).

3. Price of competitive energy and elasticity studies (Volume
2, Tab 4).

4. Detailed revenue models which illustrate the impact of
proposed rates on utility revenues.

Each of these studies have been used as a tool to assist in
the determination of an appropriate level and structure of
each class of rates for BC Gas.
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While a speedy move to implement rate changes that improve
revenue to cost ratios would be fair to those customers
receiving this benefit, gradualism favours a phasing-in over
time of any significant shift.

5.0 RATE DESIGN PROPOSALS

The review of the rates of BC Gas was conducted using the
conventional approaches of analyzing rates through fully
distributed cost of service studies ("FDC"), 1long run
incremental cost studies ("LRIC"), price of competitive energy
and elasticity studies, and revenue model analyses. The
thrust of the review has been to determine if cost burdens are
properly borne by each class; if rates reflect the proper
economic signals; if rates will provide for stability both for
the customer and for the utility; and if the rates retain
simplicity. Table 1 provides a comparative summary of the
existing rates with the rate proposals.

The FDC studies were conducted utilizing peak responsibil-
ities, non-coincident peak, and average and excess demand
mefhodologies. These all indicate that there is a substantial
under-recovery of costs in the residential class in all
divisions. While test year 1992 embedded cost studies are not
a sufficient basis to serve as the sole or exclusive element
for the determination of rates, they are an important
consideration. Any significant departure in the setting of
firm rates to customers from the costs to serve them may serve
to create the appearance of unfairness or inequity.
Accordingly, to overcome unfairness or inequity the rates
proposed have sought to bring a closer relationship between
revenue to cost relationship in the residential sector.

The LRIC studies also indicate that in the long run there is
an under recovery of costs from the residential customers.
With the LRIC costs pro rated to match the revenue requirement
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the studies indicate an under recovery of costs in the
residential class in each of the Lower Mainland, Inland and
Columbia Divisions. The directional results of the FDC and
LRIC are the same, namely, that insufficient revenue is
recovered from the residential classes.

The price of competitive energy studies indicate there are no
competitive reasons which would prevent the rate adjustments
that the FDC and LRIC studies suggest.

For customers who require firm gas service, BC Gas proposes a
two-part rate structure consisting of a higher basic charge
and commodity charge for each gigajoule of gas. The price
elasticities of demand study shows only 1limited demand
response to changes in price. BC Gas believes that Demand
Side Management (DSM) programs should be the primary means for
achieving conservation and increased consumption efficiency.
The rate design is intended to supplement DSM programs by
removing pricing signals, such as declining block rates, which
could present barriers to energy conservation measures.

A uniform commodity charge strikes a compromise between
sending consistent pricing signals to the customer regarding
energy conservation and stable revenue for the utility. By
generating a greater portion of the revenue through a higher
basic charge, the revenue becomes more stable and less
dependent on energy sales that vary when actual weather is
different from forecast normal. The implementation of Demand
Side Management programs will be less expensive by having less
revenue impact as average consumption declines.

Postage stamping the margin will be achieved through a process
of initially establishing a standard basic charge for each
rate class across the Lower Mainland, Inland and Columbia
divisions. A delivery charge, which excludes gas cost, will
then be adjusted to a standard level.
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Residential Rate Design

Structure: An analysis of the residential rates
indicates that over 90% of revenues from this class are
consumption related and only about 9% relates to the
fixed portion of the rates, such as the customer/basic
charge. Further, the costs of BC Gas (exclusive of gas
costs) are about 92% fixed and the rest variable. This
inverse relationship between the fixed nature of the
utility's costs and the variable nature of revenues to
recover these costs is an indicator that existing rates
are a contributor to the instability of the utility's

earnings.

The FDC studies indicate that the customer-related costs
are significantly above the current basic monthly
charges. The FDC customer-related costs are $11.33 for
Lower Mainland (IM €OS, p. 1.2, 1ln. 25), $12.11 for
Inland (INL COS, p. 1.2, 1ln. 17) and $13.62 for Columbia
(COL COS, p. 1.2, 1n. 17), compared respectively with the
current monthly fixed charges of $4.64, $3.52 and $3.90.

BC Gas proposes to increase the basic monthly charge of
the residential rates to $7.00 per month to close the gap
between the current charge and the basic costs of gas
service. A review of monthly charges with other gas
utilities indicates that this revised charge is in line
with others.

In addition, the Company seeks to establish a uniform
rate structure with a single block rate, rather than a
rate structure with several declining blocks.

Level of Rates: The Company is proposing to increase
Lower Mainland and Columbia residential rates since the

revenue margin to cost margin ratios are not reasonable,
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with respect to the Lower Mainland and Columbia

Divisions.

Currently, the ratios are 76.88% (Lower Mainland), 92.04%
(Inland), and 74.13% (Columbia).

5.2 Commercial Rate Design

i)

Structure: With regard to thé commercial class, BC Gas
has sought to create a refinement in this category to
facilitate competitiveness through gas costs, as opposed
to utility margin, and to more appropriately allocate
those gas supply costs. The Company proposes to divide
this group into two; one which is 0 to 2,000 gigajoules
per year, and the other 2,000 gigajoules per year and
greater; and, in the allocation of gas costs to the two
commercial classes, take into account the 1load
characteristics of each of the classes consistent with
the Phase A allocation methodology. In the present
Columbia Division BC Gas does not separately allocate gas
costs between commercial classes and the commercial class
in the area served with the Columbia gas supply will
continue as one class until a separate gas cost
allocation between classes is available. The commercial
class cost studies indicate a significant under-recovery
of customer-related costs, thus the Company proposes a
basic monthly charge of $14.00. Further, similar to the
residential rate proposal, a uniform single block
structure is being proposed for each of the two
commercial customer groups.

Level of Rates: BC Gas proposes to reduce the commercial
rates in the Inland Division to bring the revenue closer
to cost. Rates in the Lower Mainland and Columbia areas
will increase with the proposed rates for the commercial
customers in all three divisions being equal.
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5.3 General Service Rate Design
i) Structure: Firm sales and transportation service is
proposed for the general service customers. A basic

charge of $300.00 per month is proposed with commodity
charges for the delivery of the gas that are seasonal.

ii) Level: The proposed changes will see most general
service customers receiving a lower overall price for
gas, with the commodity cost of gas decreasing, but the
delivery charge (excluding cost of gas) in some instances
increasing.

5.4 Interruptible Rate Design

With regard to interruptible rates, the focus has been to
remedy the historic rate margin difference between the
interruptible sales and interruptible T-service margins in the
Lower Mainland and to determine the appropriate rates for
interruptible margins. The anomaly resulting from a higher
interruptible sales margin of $1.25 per gigajoule versus $0.90
per gigajoule for T-service has created a revenue drain for BC
Gas through the migration of interruptible customers to the
lower transportation service rate. To remedy this a temporary
mechanism had been implemented whereby any migration of
interruptible sales customers to interruptible T-service
customers has led to a crediting of $0.41 of the margin loss
to a deferral account to keep the company whole. This
differential is inconsistent with the concept of revenue
neutrality as between sales and transportation rates when the
services are of a comparable nature. Thus, in the exercise of
determining the appropriate rates for the Lower Mainland
interruptible group the Company has viewed sales and
transportation as similar and has set rates treating this
group as one.



W 0 N 6 U b W N =

W W WwWwWwWwWwNeNDNDNNNNNR IRERIHREBRRRREPR B |
OB W HE O WV ® IO & WNROIWL®OUOOG e 0N P o

Tab 3

Page 10

With regard to interruptible rates, BC Gas seeks to create two
categories under this type of service. They are:

(i) Small volume interruptible service for customers who
consume less than 20,000 gigajoules per month.

(iii) Large industrial interruptible rate for customers who
consume greater than 20,000 gigajoules per month.

The delivery charges proposed are set out in the tables
attached to this outline. The interruptible delivery charges
must be sufficiently below firm rates to prevent migration to
firm service. The proposed delivery charges will provide a
material reduction in rates to the interruptible customers.
The proposed interruptible sales and transportation services:

(a) enhance system efficiency as they will encourage
interruptible customers to stay interruptible and not
switch to firm service, and forestall the need to
construct additional capacity or obtain additional
transportation pipeline capacity during firm peak
periods;

(b) recognize that the BC Gas interruptible service has a
relatively low level of curtailment;

(c) balance the need for proper allocation of resources with
the aspect of fairness to the core market; and

(d) meet the object of sihplicity and neutrality insofar as
there would be no rate bias for sales service over T-
service or for T-service over sales service.

5.5 Large Firm Industrial Rate Design

i) Structure: With regard to the existing large industrial
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firm customers, BC gas proposes to close this service.

Existing customers will be permitted to remain on the existing

rate, subject to incorporation of appropriate basic charges

and general rate increases. New customers will be expected to
negotiate rates which reflect the costs of providing service
to that customer, or to select interruptible rates.

ii)

i)

ii)

i)

ii)

Level: Rates for existing large firm industrials are not
significantly changed, although some of the current
variable rates have been reduced in favour of customer-

related charges.

~ NGV Rate Design

Structure: A uniform monthly basic charge is proposed.
Delivery charges and gas commodity charges will be
volumetric.

Level: A basic charge of $35.00 per month and a delivery
charge of $2.00 per GJ for the first 4,000 GJ per month.
For loads above 4,000 GJ per month the delivery charge
will be reduced by 50%. Gas costs will be in addition to
these charges.

Seasonal Rate Design

Structure: A uniform basic monthly charge and delivery
margin is proposed. The pricing is intended to attract
summer loads.

Level: A basic charge of $300.00 per month with rates
that reflect a $0.60 delivery charge in summer plus gas
cost recovery. The rate in winter is to be set at two
times the residential block rate to discourage winter use
under this schedule.
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5.8 Industrial Tariffs

New industrial tariffs have been drafted. BC Gas, through a
pre-hearing process, proposes to seek input from its customers
regarding these terms and conditions. Additional tariffs are
to be developed on a basis consistent with those found under
Tab 5 of Volume 2.

5.9 Franchise Fees

Customers in the present Inland and Columbia divisions pay
franchise fees as part of the margin component of their rates.
BC Gas proposes to remove the franchise fees from the margin
and identify the franchise fees as a separate item to be
charged only to customers within cities or municipalities
where franchise fees are levied. 1In this manner, customers of
BC Gas who live or operate outside areas which levy franchise
fees will not carry the burden of franchise fees as part of
their rates.

5.10 Common Tetms and Conditions

A comprehensive review of the general terms and conditions of
the divisions has never been conducted. Given the desire for
consolidation, postage stamping, and operating simplicity,
integrated common terms and conditions were necessary. BC Gas
has drafted new common general terms and conditions which can
be found in Volume 1, Tab 12.

5.11 Deferred Income Tax Balances

During the mid-1970’s to the early 1980’s, BC Gas included in
its rates tax calculated on a '"normalized" basis and
accumulated deferred tax balances of $11,031,000 in the Inland
Division and $1,559,000 in the Columbia Division. 1In 1983,
the Commission directed that this method be changed to a "flow
through" method. As a consequence, the deferred tax balances
were frozen. In the BC Gas 1992 Revenue Requirement Decision,
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the Commission requested BC Gas to propose a method to deal

with these balances, given the desire of BC Gas to consolidate

its revenue requirement. The proposal of BC Gas with regard

to the Inland Division is to draw down its deferred tax

balance by matching and offsetting the franchise fees to be

collected from customers in the Inland Division. Once the

balance has been exhausted the franchise fees would again be
payable by the customer.

With regard to the Columbia Division balance, BC Gas seeks to
utilize the balance to assist in the phase-in of the postage
stamp rates for the residential, commercial and small
industrial customers over two years. In addition, a portion
of the balance will be used to offset certain deferred charges
applicable to the division and the balance remaining will be
used to offset franchise fees otherwise payable.

6.0 POSTAGE STAMP MARGINS

In addition to the rate proposals outlined above, and that of
Consolidation, the Company is seeking approval for "postage
stamp" rates (exclusive of gas costs) in its residential,
commercial and small industrial classes across the  Lower
Mainland, Inland and Columbia divisions. The Company’s cost
reviews indicate that it is appropriate to make its schedules
available at a uniform level to all customers in each of these

customer classes.

Similar to the discussion following under Consolidation, a
review of the existing margin differentials between the
divisions arises out of historic reasons and are not
necessarily related to present costs, nor future costs. The
differentials arose at a time prior to the creation of BC Gas
and following amalgamation of its underlying gas distribution
companies.

The Company seeks to maintain the differential in rates
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insofar as they relate to gas supply costs. In the Lower
Mainland and Inland divisions the differential in gas supply
costs was recognized in the Phase A Gas hearing. With regard
to the Columbia Division, the gas is supplied via sources
quite distinct from that of the Lower Mainland and Inland
divisions. The Columbia gas supply is predominantly delivered
from the Alberta Natural Gas and NOVA pipeline systems,
whereas the Inland and Lower Mainland divisions gas is
delivered predominantly from the Westcoast Energy pipeline
system. Since the gas cost aspect is not one over which the
Company has significant control, it is the position of BC Gas
that these gas costs should be considered as separate and
distinct. It is the remaining costs that the Company seeks to
reflect in its postage stamp rates. |

As mentioned above, the historic margin differentials arise in
part as a result of the fact that the three underlying
divisions were three separate companies prior to being
amalgamated into BC Gas. In the past, cities, towns and other
communities were added to each of the separate divisions on a
"rolled-in" basis. That is, their rates were not based on the
specific cost to add them. Rather, they were added to the
overall costs and revenues of the existing division’s cost of
service and the new customers in the added community were
charged the "postage stamp" rate in that division. Given
that the level of service was similar, to do otherwise would
have been discriminatory. The amalgamation of the Lower
Mainland, Inland and Columbia divisions into one company, and
the similarities which are discussed below, lead the Company
to seek a common margin.

In addition to the fact that the three divisions are now one
corporate entity, the factors that lead the Company to seek
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postage stamp margins for the residential, commercial and

general service classes include:

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

11)

12)

13)

14)

15)

similar system design standards;
similar main extension policies;

similar policy with respect to the ownership of
services and connections;

similar costs for each of the entities;

the same regulator, namely the British Columbia
Utilities Commission;

the service areas all existing within the Province
of British Columbia;

operational and administrative management from one

'~ single management group;

the ideﬁtical cost of capital;

the same capital structure;

the same test year;

the same accounting methodologies;
similar depreciation rates;

natural gas service originated at about the same
time period for the three divisions;

similar long run incremental costs;

economies of scale are being achieved and
reflected to all divisions (e.g. cost of capital,
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purchasing, human resources. See further
discussion on Consolidation at Volume 1, Tab 5);

16) load characteristics of residential and commercial
customers in the three divisions are similar; and

17) the difficulty in allocating operational and
administrative costs and related capital overheads

by division.

BC Gas is proposing in this application to introduce common
General Terms and Conditions applicable to all rate classes,
common depreciation rates applicable to all classes, and a
common mains extension policy. A common utility margin would
allow for economic neutrality (aside from gas costs). It is
a view of BC Gas that fairness and equity in respect to
present costs and future costs and the similarities outlined
above lead the Company to the conclusion that a postage stamp
margin is appropriate and meets the criterion of providing
just and reasonable rates that are not unduly discriminatory,
throughout its system. A review of other major utilities
indicates that following a significant level of acquisitions
and mergers of various utility entities requires integration
and the creation of uniform rates.

7.0 CONSOLIDATION OF REVENUE REQUIREMENT

BC Gas is seeking approval for the consolidation of the Lower
Mainland, Inland and Columbia divisions for revenue
requirement purposes (Fort Nelson will continue to be treated
separately). Consolidation is required for the regulatory

regime to be cost effective, to simplify the revenue

requirement applications of BC Gas and to capture further
efficiencies. Consolidation would eliminate the need for
three separate revenue requirements, three separate rate
designs, three separate accounting practices and three
separate Least Cost Integrated Resource Plans. The challenges
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of allocating common costs would also be eliminated. To

affect its objectives of simplicity and administrative ease,

a consolidated tariff including general terms and conditions

as well as standardized rate schedules are proposed. This

will significantly reduce the number of tariffs and the number
of rate schedules.

Consolidation will recognize the economic reality that BC Gas
is one corporate entity which manages its affairs in a
consolidated manner. Consolidation reconciles the managerial
conflicts which arise as a result of divisionalizing BC Gas.
That is, on a divisional basis management would be required to
make decisions on the basis of optimizing for a specific
division irrespective of the concerns of the others. This can
be illustrated through the difficulties in assessing the
appropriateness of the company’s integrated resource plan
(IRP). The efficiency of the plan would be uncertain unless
the IRP were reviewed in the context of each individual
division. This is clearly neither feasible nor desirable.

Consolidation enhances the efficiencies and stability in the
rates as between all the divisions. The area of stability was
discussed at some length in the 1992 Revenue Requirement
hearing and is graphically illustrated when Columbia is
considered on a divisional and consolidated revenue
requirement basis. On a consolidated basis the rate increase
requested for 1993 would be 11%, while on a divisional basis
the increase for the Columbia Division would be 30% (expressed
as a percentage of margin).

The Commission in its August 1992 BC Gas revenue requirement
decision recognized "that a financial benefit would accrue to
the utility customers as a result of consolidation. While
this saving is material the canvassing of the full impact on
all customers is more important. The Commission believes that
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the Phase B Rate Design hearing will provide an appropriate
forum for resolution of the consolidation issue."

8.0 IMPLEMENTATION

For classes affected by the rate proposals other than the
industrial classes, the effective date of January 1, 1994 for
rates and tariffs is requested.

BC Gas seeks the proposed rates and tariffs for the industrial
classes to be effective November 1, 1993. Since November 1 is
the commencement of the gas year, practicality and convenience
dictate that for industrial customers the rates and tariffs
should be in place on that date. However, since the
industrial classes are generally receiving a significant
reduction, an immediate reduction would negatively impact the
Company’s 1993 financial results. BC Gas requests the
creation of a deferral account with a balance equal to the
reduction in total industrial revenue from proposed rates
which would occur in November and December. This amount would
then be taken into income by the Company during November and
December. This would serve to keep the Company financially
neutral. The deferral balance will be amortized by charges to
the industrial classes over the 12 months commencing November
1, 19¢93.
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9.0 RATE DESIGN IMPACTS

The impacts of the rate design proposals on the various
classes in 1994 after the adjustments of the deferred charges,
credits, and other amounts as set out in the discussion on .
impacts for each of the rate classes are estimated as follows:

(a) Residential Increase (Decrease)
Lower Mainland Inland Columbia
3.28% {3.91%) 2.96%
(b) Commercial Increase (Decrease)
Lower Mainland Inland Columbia
< 2,000 GJ/yr 6.3% (14.5%) 3.1%
> 2,000 GJ/yr (6.9%) (12.8%) N/A

(c) Industrial

As a result of the proposed rate design, the revenue
requirement from the services applicable to the
industrial classes has been reduced by approximately
$10.8 million. Approximately $10.2 million is a
reduction in revenue requirement from the large
interruptible class in the Lower Mainland. $1.1 million
is a reduction from Lower Mainland firm industrials, with
other industrial customer classes receiving relatively
minor increases or decreases.

10.0 PUBLIC PROCESS

The Company, in this application, has put forward proposals
which, in its view, are in the interest of each of its
customer groups, while at the same time embracing broader
societal goals and objectives.
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However, from another perspective the application forms a
focal point to encourage an expanded dialogue and
understanding with its customers and governments at the
provincial, municipal and regional levels.

The economic environment in which the Company provides service
is both dynamic and evolving and, accordingly, processes which
promote and facilitate understanding, while at the same time
providing flexibility, are required.

The Company proposes to adopt an interactive public process
which will promote and facilitate an enhanced public
understanding while at the same time encourage the development
of a specific list of issues or concerns to be more fully
addressed at the Public Hearing commencing on July 5, 1993.

BC Gas requests that the Commission ine consideration to a
pre-hearing conference, at which time issues and concerns, if
any, can be reviewed and at which consideration can be given
to the best means of resolving those issues or concerns. From
a practical perspective it may be that certain matters should
be considered at the hearing, whereas others would be more
appropriately resolved by a less formal process.

11.0 CONCLUSION

The rate design proposals in this application are the result
of consideration and analyses of numerous factors. They
include detailed cost studies, competitive price studies,
industrial complaints, tariff reviews and Commission comments.
The proposals seek to balance the numerous factors which go
into establishing just and reasonable rates.
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LOWER MAINLAND
SALES & TRANSPORTATION SERVICES

PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

2101,2102, Residential & Basic Charge/2 mo.period $9.28/2 mo. Residential Basic Charge/2 $14.00
2207,2208, General First 1,000 GJ/period .54.392/GJ mo.,
2209 Service Next 15,000 GJ/period $3.902/GJ
Next 34,000 GJ/period §3.652/GJ $ 4.47
All Additional GJ/period $3.432/GJ All gigajoules
Small Basic Charge/2 $28.00
| Commercial mo.
(0~2,000 GJ
per year) $ 4.41
All gigajoules
Large Basic Charge/2 $28.00
Commercial mo,
(over 2,000 GJ
per year) $4.03
All gigajoules
2601, 2602 Seasonal Off-~ During Off-Peak Period Seasonal Basic Charge/mo. $300.00
Peak Service First 200 GJ or less $517.96/mo Service
Next 300 GJs $2.590/GJ Each Gigajoule Summer $1.98
All additional GJs $2.170/GJ Winter S$8,94
During the Peak Period
rst ) $3.450/GJ MINIMUM CHARGE $300.00/mo
All additional GJs 87.740/GJ (when gas is
consumed)
MINIMUM CHARGE $517.96/mo/off~peak
$10.00/mo/peak period
General Firm Basic Charge/mo. $300.00
Serxvice
(greater than Delivery Summer $0.75
502 non-space Charge/GJ Winter $1.50
heating) Gas Cost
Recovery/GJ $2.291
MINIMUM CHARGE $300.00/mo,
2206 (S;eneni:al Basic Charge $9.28/2 mo. NGV Basic Charge/mo. $35.00
ervice
Transportation All gigajoules $3.476/GJ Delivery (0-4,000 GJ)
Charge/GJ 2.00
(>4,000 GJ)
$1.00
Gas Cost
Recovery/GJ 51.576
MINIMUM CHARGE $35.00/mo.

£661 ‘L sunp pastady

1z ®beg

£ delL



DONOUN I WN

LOWER MAINLAND
SALES & TRANSPORTATION SERVICES
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

exvice
2501 Intexrup. First 1,500 GJ/mo $4,176.15 7 General Basic Chaxge/mo. $700.00
Sales Next 6,500 GJ/mo $2.588/6J Interruptible
Next 17,000 GJ/mo $2.358/GJ Service Delivery
All Additional GJ/mo $2.328/GJ Charge/GJ
Level 1 Summer $0.75
Unauthorized gas/GJ 518.840/GJ Winter $1.20
MINIMUM CHARGE $4,176.15/mo Level 2 Summer $0.70
Winter $0.95
2502 Interrup. First 1,500 GJ/mo $4,176.15 Commodity Summer $1.10
Sales Next 6,500 GJ/mo $2.588/GJ Charge/GJ Winter $1.90
Next 17,000 GJ/mo $2.358/GJ
All Additional GJ/mo $2.328/GJ $700.00/mo.
MINIMUM CHARGE
OPTION A: Rate above plus | $0.30/GJ
OPTION B: Rate above plus | $0.60/GJ
Unauthorized gas/GJ $18.840/GJ
MINIMUM CHARGE
Apr - Oct $4,176.15/mo
Nov - Mar $4,626.15/mo
2006/2007 Firm Basic Charge $500.00/mo 25 General Firm Basic Charge/mo $300.00
Transportation Transportation
Service All gas transported/mo. $1.687/GJ Delivery Summer $0.75
Charge/GJ Winter $1.50
Admin.
Charge/mo. $175.00
MINIMUM CHARGE $475.00/mo.
27 General Basic Charge/mo. | $700.00
: Interruptible
Transportation | Delivery
Charge/GJ
Level 1 Summer $0.75
Winter $1.20
Level 2 Summer $0.70
Winter 50.95
Admin.
Charge/mo. $175.00
MINIMUM CHARGE $875.00/mo.
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LOWER MAINLAND
SALES & TRANSPORTATION SERVICES »
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

10 Large Volume Mo. Reservation 10 No changes proposed as part of this application
Interruptible Charge/10% of MDSV -
Sales Level 1 $2980.00
Commodity Charge/GJ
Level 1 $1.15 -Winter $1.00 -
Summer
Level 2 $1.60 -Winter $1.10 -
Summer
MIN. CHARGE for LEVEL 1
Reserv. Charge times MDSV
MIN. CHARGE for LEVEL 2
No minimum charge
13 Interrup. Commodity Chge/GJ Rate under 2101 & 2102 13 Interruptible Commodity Summer $1.85
Peaking and less $0.85/GJ Peaking & Charge/GJ Winter $4.69
Backstopping Backstopping
22 Large Basic Charge $800,00/mo 22 Large Basic Charge/mo. $1,350.00
Industrial Industrial
Firm & Mo. Demand Chge/10 of n/a Interruptible Delivery
Interruptible firm MDTV Transportation | Charge/GJ Summer $0.70
Transportation Level 1 Winter $0.95
Commodity Rate/GJ
Firm Volume $1.687/GJ Summer $0.50
Level 2 Winter $0.75
Interruptible
Level 1 Volume n/a $500.00
Level 2 Volume $0.853/GJ Admin,
Charge/mo.
MINIMUM CHARGE Basic Chge plus amt based $15,850/mo.
upon a minimum mo. vol. of MINIMUM CHARGE $20,850/mo.
1,500 GJ Level 1 -
Summer $11,850/mo.
OPTIONAL FIRM CURTAILMENT - $16,850/mo.
BUYOUT Winter
Buyout Surcharge/10M* $305.70/mo. Level 2 ~
of Firm Buyout Summer
Imbalance Charge $0.95/GJ Winter
23 Transmission Delivery Rates subject to
Charge/GJ negotiation
2103,2104 Residential As above for 2101, 2102 25% discount on above Schedules 2103 and 2104 are to be terminated.
Pension Residential & General
Service Service
2191,2294 L.P. Gas As above for 2101, 2102, Inactive Schedules 2191 and 2294 are to be terminated.
Service 2207, 2208, 2208
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES ¢

1 Residential Option A: Residential Option A:
Service Basic Charge 8$3.52/mo + 1.24 x amt Basic Charge/mo. $7.00 + 1.24 x
of promo. incentive + amt of promo.
100 incentive + 100
First 10.5 GJ
Excess over 10.5 GJ $4.893/GJ All gigajoules $4.20
$4.383/GJ
Option B: Option B:
Basic Charge Basic Charge/mo. $7.00
First 10.5 GJ $3.52/mo,
Excess over 10.5 GJ $4.893/GJ All gigajoules $4.20
$4.383/GJ
2.1 General Less than 6,000 GJ/yr Small Basic Charge/mo. $14,00
Service asic Charge $12.91/mo Commercial All gigajoules S 4,121
First 6.0 GJ $5.574/GJ (0 - 2,000 GJ
Next 99.5 GJ $4.914/GJ per year)
Excess over 105.5 GJ $4.314/GJ
2.2 Excess of 6,000 GJ/yr s .
F?i:g s.grég s%%gﬁgg Large Basic Charge/mo. . $14.00
Next 99.5 GJ $6.565/GJ ?omargis%o 63 All gisajoules $ 3.79
over 2,
Excess over 105.5 $3.965/GJ per year) H
4.1 Dual Fuel Less than 96,000 GJ/yr Seasonal Basic Charge/mo. $300.00
Service Basic Cﬁarge’mo $325.00/mo. Service Each gigajoule Summer $1.89
First 1,055 GJ $2.593/GJ Winter $8.40
Excess over 1,055 GJ $2.546/GJ
4.2 Excess of 96,000 GJ/yr MINIMUM CHARGE $300.00/mo. when
Basic CEarge?mo $325.00 gas is consumed,
First 1,055 GJ $2.338/GJ
Excess over 1,055 $2.291/GJ
5.1 Large Firm Less than 96,000 GJ/yr General Firm Basic Charge/mo. $300.00
Service Basic Cﬂarse?mo $500.00/mo Service
First 500 GJ $4.231/GJ (greater than Delivery Charge/GJ Summer $0.75
Excess over 500 GJ $3.091/GJ 502 non-space Winter $1.50
5.2 Excess of 96,000 GJ/yr heating)
Basic Eﬁarge?mo $500.00/mo Gas Cost Recovery/GJ $2.086
First 500 GJ $3.976/GJ
Excess over 500 GJ $2.836/GJ MINIMUM CHARGE $300.00/mo.
5.3 Excess of 360,000 GJ/yr
Baslc Charge/mo $500.00/mo
First 500 GJ $3.749/GJ
Excess over 500 GJ $2.608/GJ

* Franchise Fees to be collected in separate charge
# Excludes Revelstoke
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES °

SHORT TERM SALES

o. Deman arge

Commodity Sales Rat.e
From Apr 1 - Oct 31
From Nov 1 - Mar 31

Authorized Overrun sales

$253.62/10%° /MDSV

$2.600/GJ
§2.690/GJ

$3.254/GJ

] Special Not Active Schedule 6 is being terminated in its present form
Industrial
Firm Sales
14 Firm Vehicle g¥tion A: 6 NGV Basic Charge/mo. $35.00
Service TS GJ/mo. x N $7.235/GJ
Delivery Charge/GJ (0-4,000 GJ)
All additional GJ $3.555/GJ 2.00
(>4,000 GJ)
MINIMUM MO, BILL WITH NO $30.00/vehicle or $1.00
SEASONAL OR TEMPORARY $500 00/mo. whichever
DISCONNECTS is greater Gas Cost Recovery/GJ $1.458
(P)gt.ion B: MINIMUM CHARGE $35.00/mo.
or $3.555/63
MINIMUM MO. BILL WITH NO $200.00/mo.
SEASONAL OR TEMPORARY '
DISCONNECTS
7 General From April 1 - October 7 General Basic Charge/mo. $700.00
Interruptible 31 $750.00.mo. Interruptible
Sales Basic Charge Service Delivery Charge/GJ
Commodity Rate $3.234/GJ Level 1 Summer $0.75
First 500 GJ $2.094/GJ Winter $1.20
Excess over 500 GJ
From November 1-March 31 $750.00/mo. Level 2 Summer $0.70
Basic Charge Winter $0.95
Commodity Rat.e $3.847/GJ
First 500 GJ $2.533/GJ Commodity Charge/GJ Summer $1.10
Excess over 500 GJ Winter $1.80
$13.863/GJ
Unauthorized Overrun MINIMUM CHARGE $700.00/mo.
charge :
25 Small CAPTIVE RATE 25 General Firm Basic Charge/mo. $300.00
Industrial Basic Charge $500.00/mo. Transportation
Transportation Commodity Rate Delivery Charge/GJ Summer $0.75
Service First 500 GJ $2.145/GJ Winter §1.50
Excess over 500 GJ $1.005/GJ
Customer Charge §500. 00/mo Admin. Charge/mo. $175.00
NON-CAPTIVE RATE MINIMUM CHARGE $475.00/mo.
asic Negotiated
Comodity Rat.e Negotiated
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES *

{3
27 General Basic Charge/mo. $700.00
Interruptible :
Transportation Delivery Charge/GJ
Level 1 | Summer $0.75
Winter §1.20
Level 2 Summer $0.70
Winter $0.95
Admin. Charge/mo. $175.00
MINIMUM CHARGE $875.00/mo.
10 Large Volume Mo. Reservation 10 No changes proposed in this application
Interruptible Charge/10%° of MDSV -
Sales Level 1 $290.00
Commodity Charge/GJ
Level 1 $1.15 ~Winter $1.00 -
Level 2 Summer
MIN. CHARGE for LEVEL 1 $1.60 -Winter $1.10 -
MIN. CHARGE for LEVEL 2 Summer
Reserv. Charge times
MDSV
No minimum charge
13 Interruptible: Commodity Chge/GJ $2.464/GJ 13 Interruptible Commodity Charge/GJ Summer $1.85
Peaking and . Peaking & Winter $4.42
Backstopping Backstopping

* Franchise Fees to be collected in separate charge
# Excludes Revelstoke
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES *

22 Large Basic Charge n/a 22A Large Basic Charge/mo. $2,700.00
Industrial Industrial Mo. Demand
Firm & Mo. Demand Chge/10%M of $254 .94 Firm & Charge/10%* of DTQ $254.94
Interruptible firm MDTIV Interruptible
Transportation Transportation Tran:gort.ation
Commodity Rate/GJ Variable Charge/GJ
Mo. Firm Volume $0.0882/GJ Firm Volume $0.044/GJ
Interrup. Volume $0.380/GJ
Interruptible
Mo. Level 1 Volume n/a Admin. Charge/mo. $500.00
Level 2 Volume $0.3800/GJ
Unauthorized Gas/GJ Table of charges
MINIMUM CHARGE Shall be the greater of
$7,214.80 or Mo. Demand MINIMUM CHARGE $ Depends on
Chge x firm MDTV, If firm nomination
no firm service
contracted, min. chge OPTIONAL FIRM
for :lnterrug. service CURTAILMENT BUYOUT
of $11,400.00/mo.
OPTIONAL FIRM Buyout Surcharge/10 | $256.06/mo.
CURTAILMENT BUYOUT of Firm Buyout
Buyout Surcharge/10% Rate for Imbalance $0.95/GJ
of Firm Buyout $256.06/mo. Quantities
Rate for Imbalance
Quantities $0.95/GJ
22 Large New Schedule 22 will be identical
Industrial to that proposed for the Lower Mainland
Interruptible
Transportation
23 Interruptible Commodity Rate Rates subject to 23 Transmission Delivery Charge/GJ Rates subject to
Transportation negotiation negotiation
30 Interruptible Not active Schedule 30 is being terminated in its present form.
Transportation

* Franchise Fees to be collected in separate charge
#» Excludes Revelstoke
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COLUMI

SALES & 1RANSPORTATION SERVICE

PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

heating)

Gas Cost
Recovery/GJ

MINIMUM CHARGE

$2.067
$300.00/mo.

1 Residential Option A: $3.90/mo. x amt of promo. Residential Basic Charge/mo. §7.00
Service Basic Charge incentive + 100
All gigajoules 8§3.78
All gigajoules $3.829/GJ
Option B:
Basic Charge $3.90/mo.
All gigajoules $3.829/GJ
2.1 General Basic Charge $8.75/mo Small Commercial | Basic Charge/mo. $14.00
Service First 50 GJ $3.581/GJ
Next 50 GJ $3.481/GJ All gigajoules $3.56
Excess over 100 GJ $3.402/GJ
2.2 Basic Charge $8.75/mo
First 50 GJ $3.581/GJ
Next 50 GJ $3.481/G3
Excess over 100 $3.402/GJ
4 Seasgnal Basic Charge/mo $1,000.00/mo. Seasonal Service Basic Charge/mo. $300.00
Service .
All gigajoules $2.856/GJ Each gigajoule Summer $2.07
Winter §7.56
MINIMUM CHARGE $300.00/mo.
(when gas is
consumed )
3 Small Basic Charge/mo $500.00/mo General Firm Basic Charge/mo. $300.00
Industrial First 500 GJ $3.105/GJ Service
Service Next 2000 GJ $2.855/G3 (greater than Delivery Charge/GJ Summer $0.75
Excess over 2,500 GJ $2.642/GJ 50Z non-space Winter $1.50

* Franchise Fees to be collected in separate charge

€661 ‘L @unp pastasy

gz obeg

€ qexn




WONOAULSWN -

o

coLuMI

SALES & 1RANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

5 Natural Gas
Vehicle Fuel
Service

Option A:
Fleet Vehicle Service
First 10 GJ/mo x N

All Additional GJ

MINIMUM MO.BILL WITH NO
SEASONAL OR TEMPORARY
DISCONNECTS

Option B:
General Vehicle Service
All gigajoules

MINIMUM MO. BILL WITH NO
SEASONAL OR TEMPORARY

$6.881/GJ
$3.136/GJ
$30.00/natural gas converted
vehicle of $500.00, whichever
is greater
$3.136/GJ
$200.00/mo

NGV

Basic Charge/mo.
Delivery Charge/GJ

Gas Cost
Recovery/GJ

MINIMUM CHARGE

$35.00

(0-4,000 GJ)
$2.00
(>4,000 GJ)
§1.00

$1.779

$35.00/mo.

DISCONNECTS
7 General Basic Charge/mo. $700.00
Interruptible Delivery Charge/GJ
Service Level 1 Summer $0.75
Winter $1.20
Level 2 Summer $0.70
Winter $0.95
Commodity Charge/GJ Summer $1.70
Winter $2.07
MINIMUM CBARGE $700.00/mo.
7 Large Volume Cost of gas charges under | Cost of gas 228 Large Industrial | Large Industrial Service to existing
Firm Service Tariff Sheet No. 59, Firm & firm customers to be continued on a
Section 6(b) Interruptible closed schedule.
Transportation
Mo. Demand Charges - Commodity
$/710M° arge
Cominco $229.57/10M%/mo $0.6795/GJ
Crestbrook $211.01/10°%*/mo $0.2562/GJ
Fording $176.58/10*/mo $0.8118/GJ
Westar Balmer S 64.58/10M*/mo 50.1704/GJ
Westar Greenhills $178.26/10M%/mo $0.2391/GJ
Line Creek $255.49/10°M°/mo $0.3116/GJ
25 General Firm Basic Charge/mo. $300.00
Transportation
Delivery Charge/GJ Summer $0.75
Winter $1.50
Admin. Charge/mo. $175.00
MINIMUM CHARGE $475.00/mo.

* Franchise Fees to be collected in separate charge
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COLUMB
SALES & TRANSPORTATION SERVICE

PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

27

General
Interruptible
Transportation

Basic Charge/mo.
Delivery Charge/GJ
Level 1

Level 2

Admin. Charge/mo.
MINIMUM CHARGE

$700.00
Summer $0.75
Winter §1.20

Summer $0.70
Winter $0.95

$175.00
$875.00/mo.

* Franchise Fees to be collected in separate charge
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REGULATORY CONSOLIDATION

1.0 INTRODUCTION

BC Gas seeks approval for the consolidation of the Lower
Mainland, Inland and Columbia Divisions for regulatory
purposes. That is, that the utility's revenue requirement
(exclusive of gas costs) be determined as one regulated entity
and not on the basis of three separate divisions. It is the
proposal of the Company that once the Commission has
determined the overall consolidated revenue requirement that
any shortfall in revenue requirement should be recovered
through an equal percentage increase to the gross utility
margin contained in the rates of all customers (except those
to whom special circumstances apply). Consolidation does not
seek to adjust the historical rate differentials. Rather,
that discussion is left to a separate consideration under the
proposed postage stamping of margins (exclusive of gas costs)
discussed in the Application Outline. What is meant by
consolidation is that the increases in the overall revenue
requirement occurring as a result of changes since 1992 would
be spread evenly to all customers as a percentage of gross
margin. Consolidation also means the elimination of divisional
differences and the adoption of common accounts, common
depreciation rates, common accounting policies and common cost
of capital. This method was directed by the Commission in the
1992 BC Gas Revenue Requirement Decision on the basis that
consistency and neutrality would be maintained.

Consolidating the revenue requirement and recognizing the
three divisions as one regulated entity will allow BC Gas to
capture the additional efficiencies flowing from consolid-
ation. Consolidation will recognize the economic reality that
BC Gas is one corporate entity which manages its affairs in a
consolidated manner. Consolidation reconciles the managerial
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Tab 5

Page 2
conflicts which arise as a result of divisionalizing BC Gas.
That is, on a divisional basis management would be required to
make decisions on the basis of optimizing for a specific
division irrespective of the concerns of the others. This can
be illustrated through the difficulties in assessing the
appropriateness of the company's integrated resource plan
(IRP). The efficiency of the plan would be uncertain unless
the IRP were reviewed in the context of each individual
division. This is clearly neither feasible nor desirable.

Consolidation enhances the efficiencies and stability in the
rates as between all the divisions. The area of stability was
discussed at some length in the 1992 Revenue Requirement
hearing and is graphically illustrated when Columbia is
considered on a divisional and consolidated revenue
requirement basis. On a consolidated basis, the 1993 rate
increase is 11% expressed as a percent of margin, on a
divisional basis 30%.

In the 1992 revenue requirement proceedings, these
efficiencies and benefits were discussed at considerable
length in the evidence of Mr. John Butler and BC Gas company
witnesses. Mr. Butler provided a thorough history of this
matter in major Canadian gas utility jurisdictions. He set
out how technology in the industry leads to the need, first,
for acquisitions and amalgamations and, subsequently, for
consolidations in the continuous pursuit of efficiencies. BC
Gas is much the same as those outlined in his report, which is
attached as Appendix C under this Tab. In addition to the
evidence of the Company and that of Mr. Butler, Dr. Waters
acting on behalf of the staff of the Utilities Commission also
acknowledged the benefits of consolidating the divisions of BC
Gas. At page 80 of his evidence he states:

"consolidation may be regarded as the final step in
a process that brought four independent, distinct
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and disparate companies under a single corporate

roof.

At present, the four still operate as

separate divisions, the full benefits of
amalgamating the four companies cannot be realized

until the rémaining diseconomies that result from

operating separate divisions can be eliminated".

He concurred with the study of Mr. Butler as to the major
potential benefits of approving consolidation. They include:

" (l)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

reduced regulatory expense;
simplification of management;

simple regulatory oversight and savings to the BCUC
and the Company;

savings and accounting costs for keeping a single
set of books instead of four sets;

more flexible use of manpower;

the elimination of complexity and administering
projects which cross divisional boundaries;

more flexibility in the wutilization of gas
supplies; and

cost savings from the integration of service
departments such as marketing and advertising,
engineering and safety, planning, maintenance,
legal and purchasing." |

In the 1992 Revenue Requirement Decision the Commission found

that the evidence submitted indicated that consolidation would

achieve savings and efficiency and that consolidation would
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Page 4
not impede the ability of BC Gas to finance future capital
requirements, to continue the existing covenants, or to
maintain service at the required 1levels. The Commission
recognized that a financial benefit would accrue to the
utility customers as a result of consolidation.

"While this saving is material, the canvassing of
the full impact on all customers is more important.
The Commission believes that Phase B Rate Design
hearing will provide an appropriate forum for the
resolution of the consolidation issue. Therefore,
the Commission directs BC Gas to file its cost of
service studies on a divisional basis for that
hearing. 1In the interim period, the Company is to
maintain divisional rates."

The Commission also found that no one in the hearing favoured
the "stand alone" approach or divisional approach. Moreover,
the Commission did acknowledge and order that the independent
capital structures of the subsidiary utilities, which had been
accepted in the past on the basis that each separate legal
entity had a distinct source of funds and a "stand alone"
capital structure, had become extinct with the amalgamation
that formed BC Gas. The Commission directed that the BC Gas
utility divisions adopt a common capital structure for
regulatory purposes. While the Commission emphasized that it
did not mean that divisional accounts, rate base, revenue and
operating costs should also be terminated, the Commission did
approve a consolidated capital structure and ordered that the
applicant must address the equitable treatment of the deferred
income tax carried in the books of the divisions and other
similar distinct and separate accounts unique to any
particular division.
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2.0 FULLY DISTRIBUTED COST STUDIES

This application, in accordance with the Commission's earlier
decision, includes fully distributed cost studies for each of
the Lower Mainland, Inland and Columbia Divisions. One of the
findings is that the cost margins incurred by BC Gas in
serving the residential class are quite similar. The
residential per unit costs to serve (excluding gas supply
cost) as indicated on pages 1.2, 2.2 and 3.2 of the Lower
Mainland, Inland and Columbia cost of service studies in
Volume 2, Tabs 2A, 2B, 2C, respectively, are as follows:

($/6GJ)
PR NCD AED
Lower Mainland $2.489 $2.304 $2.283
Inland 2.579 2.481 2.462
Columbia 2.560 2.520 2.481

The same can also be said for the Small Commercial Schedule 2
class. The FDC results found on pages 1.2A, 2.2A and 3.2A of
Sections 3, 4 and 5 in Volume 2, Tab 2D, are as follows:

($/GJ)
PR NCD __AED
Lower Mainland $2.060 $1.859 $1.819
Inland 1.846 1.725 1.682
Columbia 1.657 1.615 1.568

Similarly, the FDC results found on pages 1.2A, 2.2A and 3.2A
of Sections 3, 4 and 5 in Volume 2, Tab 21D for the Large
Commercial Schedule 3 are as follows:

($/GJ)
PR NCD AED
Lower Mainland $1.358 $1.192 $1.198
Inland 1.223 1.123 1.160

Columbia N/A N/A N/A
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The FDC results found on pages 1.2A, 2.2A and 3.2A of Sections
3, 4 and in Volume 2, Tab 2D for General Service Schedule 5

are as follows:

($/GJ)
PR NCD AED
Lower Mainland $0.973 $0.861 $0.932
Inland 0.934 - 0.859 0.932
Columbia 0.874 © 0.846 0.918

The treatment of depreciation rates, deferred tax balances and
other deferral account balances are discussed below.

3.0 DEPRECIATION

- Except for a few categories, the depreciation and amortization

rates approved for the four divisions are the same.

In order to move to common ground, BC Gas hereby applies for

Commission approval of:
a) common depreciation rates applicable to similar plant
categories for all divisions where rates presently differ

or where no rate presently exists;

b) deletion of certain depreciation rates for categories
where there is no plant in any of the four divisions; and

c) common amortization rates applicable to similar
contributions in aid of construction categories for all
divisions where rates presently differ;
all as set out in Appendix B of this Tab; and

d) an effective date of January 1, 1994 for these changes.

The proposed changes in Appendix B, based on forecast December
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31, 1992 plant balances as contained in the 1993 Revenue
Requirement Application Volume 1, reduce the depreciation

expense by $1.8 million.
Division ($ 000)

Lower Fort
Mainland Inland Columbia Nelson Total
Existing Rates
- Depreciation $24,352 $9,352 $978 $118 $34,800
- Amortization (526) 8,691 (57) _ 94 (1,268)
23,826 8,691 921 94 33,532
Proposed Rates
- Depreciation 22,530 9,356 978 118 32,982
- Amortization (540) (661) (57) (20) (1,278)
21,990 8,695 921 98 31,704

Increase (Decrease) $(1,836) $ 4 $ -- $ 4 $(1,828)

In Appendix B (Pages 7 to 9), there is a description of the
proposed depreciation rate changes.

4.0 FRANCHISE FEES

There are no franchise fees payable in the Lower Mainland and
Fort Nelson Divisions and, hence, no costs are embodied in the
rates of those divisions.

In the Inland and Columbia Divisions, a 3% franchise fee is
payable to cities and municipalities on the amount received by
the Company for gas consumed within city or municipal
boundaries. The respective average franchise fees are part of
the rates applicable to all customers of the two divisions.
If, for example, it has been determined that 90% of the Inland
division residential revenues are generated within municipal
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boundaries, then an average franchise fee expense equal to
2.7% (3% x 90%) of all residential revenues is calculated and
collected, whether customers reside within municipal
boundaries or not. This has made "“postage stamp" rates
feasible which include franchise fees as part of the rates,
rates which do not make a distinction with regard to the
residence of a customer. A minor exception to the above is
found in the large industrial rates of the Columbia division.
Those rates do not include franchise fees. Customers are
billed once a year for 3% of each customer's previous year's
revenues earned within municipal boundaries.

While the Company believes that "postage stamp" rates
(excluding gas costs) should apply to any and all customers of
a rate class regardless of location within the overall BC Gas
service area, it considers that franchise fees should be
payable only by customers within the boundaries of those
cities and municipalities which levy franchise fees.

Therefore, BC Gas hereby applies for Commission approval
effective January 1, 1994 to

a) remove the average franchise fee contained in the rates
applicable to customers within the Inland and Columbia
divisions;

b) collect the amount of franchise fees by way of a separate
Franchise Fee Charge to customers who reside or operate
within the boundaries of cities or municipalities to
which BC Gas pays franchise fees.

In addition, BC Gas seeks Commission approval for a negative
Rider, equal to the Franchise Fee Charge, which will be
applied as a draw-down of the accumulated deferred income tax
balances of the Inland and Columbia Divisions. The net effect
is that until the deferred tax balance has been depleted
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(estimated to be between 2.5 and 3 years for Inland, 1 year
for Columbia), franchise fees will be paid out of the deferred

income tax account balance.

Since the collection of franchise fees will be treated in a
manner similar to the collection of a sales tax, franchise fee
expense will no longer form part of utility margin.

The implementation of the proposed Franchise Fee Charge can be
readily accommodated in the new CIS System scheduled to come
on stream in 1994. However, special programming costs would
have to be incurred if the existing Inland/Columbia CIS System
were to be modified in the meantime. If the Franchise Fee
Charge is to be shown as a separate item on customers' bills,
a cost of approximately $125,000 for outside programming
services would be incurred; if not shown separately on
customers' bills, programming costs would be approximately
$8,000. BC Gas favours approval of the latter.

5.0 DEFERRED INCOME TAX BALANCES - INLAND AND COLUMBIA
DIVISIONS

By Order No. G-91-83 and Decision dated December 20, 1983, the
Commission directed Inland Natural Gas Co. Ltd. and Columbia
Natural Gas Limited (now the Inland and Columbia Divisions of
BC Gas Inc.) to change the method of accounting for income
taxes from the "normalized" to the "flow-through" method. The
balances of deferred taxes as at January 31, 1984 were to
remain on the books of both companies and were to be treated
as a reduction from rate base.

Those balances, as reported in the 1993 Revenue Requirement
Application Volume 4, are $11,031,000 and $1,559,000,
respectively, for the Inland and Columbia Divisions.
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In order to adjust the books of the divisions to a common
level, BC Gas hereby applies for Commission approval to draw

down the accumulated deferred income tax balances in the

following manner:

a)

b)

Inland

The accumulated 1Inland deferred tax balance of
$11,031,000 will be drawn down by a negative Rider in
lieu of franchise fee charges, to be applied at 3.09% on
the billings calculated under Inland rates. The draw-
down is to commence January 1, 1994 and will cease when
the balance is depleted, which is estimated to be between

2.5 and 3 years.

Columbia

The accumulated deferred tax balance of $1,559,000 will
be drawn down as follows:
S 000

i) An amount to be applied in 1993 to deferred

charges in order to eliminate various

accumulated balances under O0.I.C.

#953/89, NOVA/ANG toll increases etc.,

(see Appendix A, Page 4-03-14, Columbia) $ 505

ii) An amount to be applied in 1994 to
Residential, Commercial and General
Service rates to offset 50% of the
proposed 1994 margin increase
for those customer classes;
(estimated amount) $ 573

iii) A negative Rider in lieu of 1994
franchise fee charges, similar to that
proposed for the Inland service area
in Item a), above (estimated balance) S 481

1,559
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6.0 CONTRIBUTIONS IN AID OF CONSTRUCTION

Contributions in aid of construction result from customer
contributions or government grants if construction costs are
higher than allowed under the mains extension tests. Also,
contributions are received for other reasons, such as highway

relocations.

Since, in every case, contributions are an offset against
plant costs, they do not constitute an issue on consolidation.
Except for minor differences in the historic divisional mains
extension tests, the existence of a substantial balance in the
contributions account in one division as opposed to another
must be associated with higher plant costs in the former as
opposed to the latter. After netting costs and contributions,
the divisions would be on a similar footing. Accordingly, BC
Gas does not propose any special treatment for contributions
in aid of construction on consolidation.

7.0 DIFFERENCES 1IN DIVISIONAL POLICIES WITH REGARD 7TO
OPERATION AND MAINTENANCE EXPENSE CHARGED TO CONSTRUCTION

Consolidation of BC Gas Inc. will not increase the amount of
overheads capitalized. The Capitalization Policy will not
change. In service areas of the Company, overhead will
continue to be capitalized, generally on the basis of labour
costs directly charged to capital work. Capitalization ratios
which are currently calculated at cost centre levels will be
rolled up to higher organizational levels and composites will
be determined and utilized. This will simplify the
capitalization procedure. For those cost centres providing
general and administrative services or corporate direction and
management, a composite of the current capitalization ratios
will be calculated and applied universally throughout the
company.
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DEFERRED CHARGES

Background

A forecast of December 31, 1992 deferred charge balances
is found in 1993 Revenue Requirement Application Volume
1, Page 1-03-14, and by division on Page 4-03-14 under
Tabs 2, 3, 4 and 5 in Revenue Requirement Volume 4.

The actual December 31, 1992 balances including an
update of the relevant sections to be addressed on
consolidation are shown in a similar fashion in
Appendix A of this Tab.

The major difference between the forecast and actual 1992
year end balances is in the area of higher Valley Gas
Sales Margins and VIA/Capacity Utilization Credits
received, which reduced the total debit balance for all
divisions from $5.1 to $3.6 Million.

In the December 31, 1992 updated balances in Appendix A
(and also in the 1993 Revenue Requirement Application)
deferred charges are shown in two groups:

° Debits and credits to the line labelled "Subtotal"
constitute balances accumulated to December 31,
1992 for items such as

- net deferrals approved under Order in Council
#953/89,

- Rate Design Phase A rate changes deferred,

- deferred 1992 Westcoast Energy and other toll
increases by gas suppliers,
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- valley gas sales margins deferred which in

Rate Design Phase A were considered to be

available as an offset to core customers' gas
costs.

It is this first group of accounts which should be

disposed of on consolidation.

The second group of accounts of the respective
Pages 1-03-14 in Appendix A are those below the
subtotal. Balances represent items such as:

- VIA/Capacity Utilization Credits for which
Commission approval for a draw-down has
already been received,

- various costs for which Commission approval
for amortization has already been received and
where corresponding benefits are accruing in
the divisions, such as increased sales from
water-heater or NGV fuel grants,

- items which require future resolution, such as
the deferred Burrard Thermal Plant gas
purchase cost deferral or the deferred B.C.
Energy Council levies.
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8.2 Disposition of Deferral Account Balances

The December 31, 1992 balances of the first group of accounts

in Appendix A can be summarized as follows:

i)

Division 000

i) Lower Mainland $ (771)
ii) Inland (417)
iii) Columbia 505
iv) Fort Nelson 128
Total 811

Lower Mainland Division

Appendix A, Page 4-03-14

Line No.

1

2 to 11

T-Service Lost Margin

BC Gas proposes that the total of $3,271,000
be recovered from Lower Mainland customers
(except Burrard Thermal, PCEC, and certain
other accounts), through the application of a
billing rider on all throughput for a 12-month
period beginning January 1, 1994.

The December 31, 1992 balances for this group
of deferral accounts total $(1,753,000).

In order to dispose of the various accounts,
BC Gas proposes that the debit and credit

. balances be closed out to Line 3 - Phase A

Rate Design Cost of Gas Deferrals re Rates
2501/2502 and the remaining balance of
$(1.753) million in that account be flowed
through to reduce firm sales gas costs,
according to the Phase A methodology.
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Rate Design Phase A - Burrard Interruptible

The disposition of this balance is subject to
resolution of the dispute with B.C. Hydro.

VIA/Capacity Utilization Credits

A draw-down of the December 31, 1992 balance
has been approved by BCUC Order No. G-110-92.
BC Gas proposes that the balance remaining in
that account on December 31, 1993 be credited
to firm customers during 1994 according to the
Phase A methodology.

1993 Rates 2501/02 Gas Cost Deferral and
Rate 10 Margin Deferral

While approved under separate BCUC Orders,
1993 additions must be considered as part of
the Gas Cost Reconciliation Account (GCRA)
approved on an interim basis by BCUC Order No.
G-5-93. Any balances as at December 31, 1993
will be dealt with in accordance with the GCRA
methodology.

Inland Division

Appendix A, Page 4-03-14

Line No.

1 to 12

The December 31, 1992 balances for this group
of deferral accounts total $(417,000).

In order to dispose of the various accounts,
BC Gas proposes that the debit and credit
balances be closed out in 1993 to Lines 2/3 -
Phase B Rate Design Cost of Gas/Margin
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Deferrals re Rate 10 and the remaining balance

in that account, $0.417 million, be flowed

through to reduce Inland Division firm sales

gas costs, according to the Phase A
methodology.

VIA/Capacity Utilization Credits

A draw-down of the December 31, 1992 balance
has been approved by BCUC Order No. G-110-92.
BC Gas proposes that the balance remaining in
that account on December 31, 1993 be credited
to firm customers according to the Phase A
methodology.

1993 Rate 10 Margin Deferral $(1.1) Million

While approved under separate BCUC Order in
Phase A of the Rate Design Hearing, 1993
additions must be considered as part of the
Gas Cost Reconciliation Account (GCRA)
approved on an interim basis by BCUC Order No.
G-5-93. Any balance as at December 31, 1993
will be dealt with in accordance with the GCRA
methodology.

iii) Columbia Division

Appendix A, Page 4-03-14

Line No.

1 to 7

The December 31, 1992 balances for this
group of deferral accounts total $505,000.

In order to dispose of the various accounts,
BC Gas proposes that the debit and credit
balances be <closed out in 1993 to the
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accumulated deferred income tax balance of the

Columbia Division. See also "Deferred Income
Tax Balances" at page 9 of this Tab.

9 Westar Mining Receivables $524,000

Deferral of the Westar Mining accounts
receivable plus related incidental expenses
was approved by BCUC Order No. G-54-92. The
outstanding balance will not be recoverable
from Westar. BC Gas proposes that, commencing
January 1, 1993, the account be amortized to
Depreciation and Amortization Expense over 10

years.

iv) Fort Nelson Division
Appendix A, Page 4-03-14

Line No.
1 to 3 The December 31, 1992 balances for this group
of accounts total $(128,000).

BC Gas will file in 1993 a separate
application for the disposition of the credit
balance.

9.0 DIFFERENT TARIFF PROVISIONS

In response to the Commission's comments on differences in
tariff provisions, BC Gas has developed common general terms
and conditions for all customers. They can be found under Tab
12 of Volume 1.
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10.0 CONCLUSION

In conclusion, BC Gas believes that consolidation is an
inevitable step, as, from an operation, financial and cost
perspective, the divisions have merged. BC Gas has set out in
this application proposals for the reconciliation of the
remaining matters. BC Gas requests approval for consolidation
in the manner as set out in this application.
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30
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Particulars Account
1 (2)

T-Service Lost Margin #179-065
Cost of Gas - Phase A #179-067
Cost of Gas - Ph. A Rates 2501/2 #179-073
Cost of Gas/Margin - Phase A #279-060/

Rates 10 and 12 #179-073
Valley Gas Sales - Margin #279-057
Valley Gas Sales Margin -V.I.J.V. #279-061
WEI 1992 Tolls Increase #179-068
WEI Liquid Recovery Service #179-071
WEI Fuel Cost Increase #179-072
0.1.C. #953/89 Deferrals (Net) #279-027

COG/Other Deferrals Oct.-Dec./91 #279-030

Revelstoke Propane Cost #279-024
$0.057 Rider Deferral #279-026
NOVA/ANG 1992 Toll Increase #179-081
NOVA 1992 Toll Decrease #279-062
Intercompany Sales #G-113-91 #179-082
AOR Revenue (CNG) #279-018
Subtotal
Cost of Gas - Phase A

- Burrard Interruptible #179-067
VIA/Capacity Utilization Credits #179-070
Cost of Gas - Ph. A Rates 2501/2 #179-073

Margin - Phase A #279-060/
Rate 10 #179-073
Westar Mining Receivable #179-069
Valley Gas Sales - Schedule 23 #279-058
Deferred Interest #179-008
Market Rebate Incentive
- Water Heater Grants * #179-052

- Multi-Family Space Heating * #179-013

- Commercial Fuel Substitution * #179-013
NGV Conversion Grants * #179-018
Conversion Grants - Revelstoke #179-042
Local Gas Development * #179-053
Rate Design Costs - Phase B * #179-058
Revenue Req. Hearing - 1992 * #179-059
Revenue Req. Hearing - 1993 * #179-059
Demand Side Management * #179-063
Integrated Resource Plan * #179-064
Appliance Insurance Program * #179-079
FNG Deferred Revenue Margin
B.C. Energy Council Levy #179-083

Total Deferred Charges for Rate Base

BC GAS INC.
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION PAGE 1-03-14
FOR THE YEAR ENDED DECEMBER 31, 1993
($000)
Recorded Amortization Mid-Year
Balance Gross Less- Net  «-r--cccccmcncecccnaan Balance Average
12/31/92 Additions Taxes Additions Expense Other 12/31/93 1993
(3) (4) (5) (6) 7 (8) (9 (10)
$982 $2,289 $0 $2,289 $0 $0 $3,271 $2,127
1,825 0 0 0 (1,825) 0 0 913
(2,828) 0 0 0 1,075 0 (1,753) (2,291)
(1,032) 0 0 0 615 0 (417) (725)
(6,191) 0 0 0 6,191 0 0 (3,096)
(130) 0 0 0 130 0 0 (65)
4,637 0 0 0 (4,637) 0 0 2,319
904 0 0 0 (904) 0 0 452
410 0 0 0 €410) 0 0 205
(614) 0 0 0 933 (319 0 (307)
(244) 0 0 - 0 289 (45) 0 (122)
70 0 0 0 (70) 0 0 35
1,387 0 0 0 €1,387) 0 0 694
39 0 0 0 0 39 0 20
(37) 0 0 0 0 37 0 (19)
40 0 0 0 0 (40) 0 20
(29) 0 0 0 0 29 (15)
(811) 2,289 0 2,289 0 (377) 1,101 145
(730) (1,000) 0 (1,000) 0 1,730 0 (365)
(5,690) 0 0 0 0 3,666 (2,024) (3,857)
0 (1,867) 0 (1,867) 0 0 (1,867) (934)
0 (2,419) 0 (2,419) 0 0 (2,419) €1,210)
474 50 0 50 (52) 0 472 473
(285) 0 0 0 0 285 0 (143)
1,567
720
0
0
743
(63)
6,779
121
134
73
19
9
144
0
367
$3,571
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BC GAS INC. LOWER MAINLAND
LOWER MAINLAND DIVISION PAGE 4-03-14
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION

FOR THE YEAR ENDED DECEMBER 31, 1993

($000)
Recorded Amortization Mid-Year
Line Balance Gross Less- Net ---r-c-cccmcccncnnonon Balance Average
No. Particulars Account 12/31/92 Additions Taxes Additions Expense Other 12/31/93 1993
(&)} (2) 3 (4) 5) (6) 48] (8) 9 (10)
1 T-Service Lost Margin #179-065 $982 $2,289 $0 $2,289 $0 $0 $3,271 $2,127
2 Cost of Gas - Phase A #179-067 2,179 0 0 0 €2,179) 0 0 1,090
3 Cost of Gas - Ph. A Rates 2501/2 #179-073 (2,828) 0 0 0 1,075 0 (1,753) (2,291)
4 Cost of Gas/Margin - Ph.A Rate 10 #279-060 (128) 0 0 0 128 0 0 (64)
5 valley Gas Sales - Margin #279-057 (4,891) 0 0 0 4,891 0 0 (2,446)
6 Valley Gas Sales Margin -V.1.J.V. #279-061 (130) 0 0 0 130 0 0 (65)
7 WEI 1992 Tolls Increase #179-068 3,738 0 0 0 (3,738) 0 0 1,869
8 WEI Liquid Recovery Service #179-071 715 0 0 0 (715) 0 0 358
9 WEI Fuel Cost Increase #179-072 324 0 0 0 (324) 0 0 162
10 0.1.C. #953/89 Deferrals (Net) #279-027 (569) 0 0 0 569 0 0 (285)
11 COG/Other Deferrals Oct.-Dec./91  #279-030 (163) 0 0 0 163 0 0 (82)
12 Subtotat 771) 2,289 0 2,289 0 0 1,518 373
13 Cost of Gas - Phase A
14 - Burrard Interruptible #179-067 (730) (1,000) 0 (1,000) 0 1,730 0 (365)
15 VIA/Capacity Utilization Credits #179-070 (4,500) 0 0 0 0 3,012 (1,488) (2,994)
16 Cost of Gas - Ph. A Rates 250172 #179-073 0 (1,867) 0 €1,867) 0 0 (1,867) (934)
17 Margin - Phase A Rate 10 #179-073 0 (1,317) 0 (1,317 0 0 1,317 (659)
18 valley Gas Sales - Schedule 23 #279-058 0 0 1] 0 0 0 0 0
19 Deferred Interest #179-008 1,204
20 Market Rebate Incentive
21 - Water Heater Grants * #179-052 284
22 - Multi-Family Space Heating * #179-013 0
23 - Commercial Fuel Substitution * #179-013 0
24 NGV Conversion Grants * #179-018 636
25 Local Gas Development * #179-053 5,443
26 Rate Designh Costs - Phase B * #179-058 96
27 Revenue Req. Hearing - 1992 * #179-059 106
28 Revenue Req. Hearing - 1993 * #179-059 58
29 Demand Side Management * #179-063 19
30 Integrated Resource Plan * #179-064 9
31 Appliance Insurance Program * #179-079 144
32 B.C. Energy Council Levy #179-083 235
33 Total Deferred Charges for Rate Basé $2,233
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Cost of Gas - Phase A

Cost of Gas - Phase A
Rates 10 and 12

Valley Gas Sales - Margin

WEI 1992 Toll Increase
WEI Liquids Recovery Service
WEI Fuel Cost Increase

~NOOV PN -

8 0.1.C. #953/89 Deferrals (Net)
9 CoG/Other Deferrals Oct.-Dec./91
10 Revelstoke Propane Cost

11 $0.057 Rider Deferral

12
13

14
15

Subtotal
VIA/Capacity Utilization Credits

Margin - Phase A
Rate 10

16 valley Gas Sales - Schedule 23
17 Deferred Interest

18 Market Rebate Incentive
19 - Water Heater Grants *

20
21
22

23

NGV Conversion Grants *
Conversion Grants - Revelstoke
Local Gas Development *

Rate Design Costs - Phase B *
24 Revenue Req. Hearing - 1992 *
25 Revenue Req. Hearing - 1993 *
26 B.C. Energy Council Levy

Account

#179-067

#179-073
#279-057

#179-068
#179-071
#179-072

#279-027
#279-030

#279-024
#279-026

#179-070

#179-073
#279-058
#179-008

#179-052

#179-018
#179-042
#179-053

#179-058
#179-059
#179-059
#179-083

27 Total Deferred Charges for Rate Base

BC GAS INC.

INLAND DIVISION

UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993

($000)

Recorded
Balance Gross
12/31/92 Additions

Less- Net
Taxes Additions

($354)

(904)
(1,300)

899
189
86

$0 $0 $0

(364)
(126)

[= R Nw i) 00O oo
[~ X =N =N oo (=X~

[ B ]
o o
[~ T =]

€1,102)
0

(1,102)
0

INLAND
PAGE 4-03-14
Amortization Mid-Year
---------------------- Balance Average
Expense Other 12/31/93 1993
N (8) (¢ €(10)
$354 $0 $0 ($177)
487 0 417 (661)
1,300 0 0 (650)
(899) 0 0 450
(189) 0 "0 95
(86) 0 0 43
364 0 0 €182)
126 0 0 (63)
(70) 0 0 35
€1,387) 0 0 694
0 0 417) €416)
0 654 (551 (878)
0 0 (1,102) (551
0 285 0 (143)
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Particulars

1 0.1.C. #953/89 Deferrals (Net)

2 COG/Other Deferrals Oct.-Dec./91
3 NOVA/ANG 1992 Toll Increase

4 NOVA 1992 Toll Reduction

5 Gas Cost Increase (ING Purchases)
6 AOR Revenue (CNG)

7 Subtotal

8 VIA/Capacity Utilization Credits
9 Westar Mining Receivable

10 Deferred Interest

11 Market Rebate Incentive
12 - Water Heater Grants *

13 NGV Grants - General *
14 Cost of Gas - NGV

15 Rate Design Cost - Phase B *

16 Revenue Req. Hearing - 1992 *
17 Revenue Req. Hearing - 1993 *
18 B.C. Energy Council Levy

19 Total Deferred Charges for Rate B

Account

#279-027
#279-030
#179-081
#279-062
#179-082
#279-018

#179-070
#179-069
#179-008

#179-052

#179-018
#279-028

#179-058
#179-059
#179-059
#179-083

ase

BC GAS INC.
COLUMBIA DIVISION

UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993

($000)

Recorded
Balance Gross
12/31/92 Additions

u
Q
(V2
o o

474 50

Less-
Taxes

© o o

Net
Additions

o o

50

COLUMBIA
PAGE 4-03-14
Amortization Mid-Year
--------------------- Balance Average
Expense Other 12/31/93 1993
" (¢:3] 9 €10)
$0 ($449) $0 $225
0 (43) 0 22
0 39 0 20
0 37 0 “M
0 (40) 0 20
0 29 0 (15)
0 (505) 0 253
0 0 15 15
(52) 0 472 473
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Particulars

0.1.C. #953/89 Deferrals (Net)
Misc. Deferrals Oct.-Dec./91

N -

Subtotal
Deferred Interest

Market Rebate Incentive
- Water Heater Grants *

ooV o W

7 NGV Conversion Grants *
8 Cost of Gas - NGV

9 Rate Design Costs - Phase B *
10 Revenue Req. Hearing - 1992 *
11 Revenue Req. Hearing - 1993 *
12 FNG Deferred Revenue Margin
13 B.C. Energy Council Levy

Account

#179-027
#279-030

#179-008

#179-052

#179-018
#279-028

#179-058
#179-059
#179-059

#179-083

14 Total Deferred Charges for Rate Base

BC GAS INC.

FORT NELSON DIVISION

UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993

($000)

Recorded
Balance Gross Less- Net
12/31/92 Additions Taxes Additions
(3) 4) (5) (6)
($130) $0 $0 $0
2 0 0 0
(128) 0 0 0
4
2
1
(4 D]
0
0
0
0
1
($121)

FORT NELSON

PAGE 4-03-14
Amortization Mid-Year
---------------------- Balance Average
Expense Other 12/31/93 1993
(N 1¢:3] ¢2] €10)
$0 $130 $0 ($65)
0 ) 1
0 128 0 (64)
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DEPRECIATION STUDY: U= Unstipulated APPENDIX B

IMPACT OF STANDARDIZATION OF RATES 1993 1993 PAGE 1
Depreciation Expense at Existing Rates Depreciation Expense at Proposed Rates
Depreciation Rate (X) Proposed ($000) ($000) Total
Line BCUC Rates Increase
No. Particulars Account # M ING CNG FNG ) LM ING CNG FNG Total LM ING CNG FNG Total (Decrease)
‘_‘I, Intangible Plant
3 Utility Plant Acquisition Adjustments 117 1.00% 1.00% u v 1.00% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
4 . Unamortized Conversion Expense 175 1.00% 1.00% u u 1.00% 0 1 0 ] 1 0 1 0 0 1 0
S Organization Expense 178 1.00% 1.00% u u 1.00% [/} 7 0 0 7 [4 7 0 0 7 0
6 Other Deferred Charges 179-01 1.00% 1. u u 1.00% 0 0 0 [ ] 0 0 0 0 0 0
7 Franchises and Consents 401 1.00% 1.00% 1.00% 1.00% 1.00% 0 1 0 0 1 0 1 0 0o 1 0
8 Other Intangible Plant 1.00% 1.00% u u 1.00% 0 1 0 0 1 0 1 0 0 1 0
1(9’ Other Intangible Plant - Lease 402 u Lease Term u U Lease Term [} 1 0 0 1 0 1 0 0 1 0
1 Total Intangible Plant ] 10 [ 0 10 0 10 0 0 10 0
12
‘}2 Gas Plant Held for Future Use 102
15 Structures and Improvements
16 - Frame Buildings 0.00% 3.00% u U 3.00% ] 2 0 0 2 0 2 0 0 2 0
17 ~ Masonry Buildings 0.00% 1.50% u u 1.50% 0 0 0 ] 0 0 0 0 0 0 0
18 Manufacturing Equipment 0.00% 3.00% u u 3.00% 0 8 0 0 8 ] 8 0 0 8 0
;3 Gas Holders 0.00% 2.00% u u 2.00% /] 2 [+} [+] 2 1] 2 0 0 2 0
g; Total Gas Plant Held for Future Use 0 12 0 4] 12 0 12 0 0 12 0
%2 Manufactured Gas/Local Storage Plant
25 Structures and Improvements 432
26 ~ Frame Buildings u 3.00% u u 3.00% 0 0 [} 0 [ 0 [+] 0 o 0 0
27 ~ Masonry Buildings u 1.50% U u 1.50X 0 H 0 0 5 0 5 0 0 5 [/}
28 Manufacturing Equipment 433 u 3.00% u u 3.00% 0 9 1] 0 9 0 9 0 0 9 0
§g Gas Holders - Manufacturing 434 u 2.00% u U 2.00% 0 7 [} 0 7 0 7 0 0 7 0
;; Yotal Local Storage Plant 0 21 4] 0 21 0 21 [+] Q 21 0
§3 Storage Plant
35  Land and Land Rights 4460/481 None u v U 0 0 0 4 0 0 0 0 0 0 0
36 Structures & Improvements 442 4.00% u u u 4.00% 60 0 0 [ 60 60 0 0 0 &0 0
37 Gas Holders Storage - 4.00% u u u 4.00% 369 0 0 [ 369 369 0 0 0 369 0
;g Local Storage Equipment 449 4.00% u u U 4.00% 389 0 0 o 389 389 0 0 0 389 [+]
2(1) Total Storage Plant 818 [+] 1] 1] 818 818 [} 0 0 818 0
2;3.’ Transmission Plant .
44 Land and Land Rights 460/461 None None None  None 0 0 0 0 0 0 0 0 0 0 0
45 Compressor Structures 462 u 3.00% U U 3.00% 0 23 [ 0 23 0 23 0 0 23 0
46  Measuring Structures 463 1.50% 3.00% 3.00% 3.00% 3.00% 17 5 1 0 23 34 5 1 0 40 17
47 Other Structures & Improvements 4L64 3.00% 3.00% 3.00% 0 3 0 0 3 0 3 0 0 3 0
48 - Frame Buildings u u u 3.00% 3.00% 0 0 0 0 0 0 0 0 [ 0 0
49 - Masonry Buildings u u u 1.50% 1.50% 0 0 0 0 ] 0 0 0 0 0 0
50 ~ Measuring & Regulating 1.50% u U U 3.00% 0 0 0 0 0 0 0 0 0 0 0
51 Mains 465 2.00% 2.00% 2.00% 2.00% 2.00% 2,170 1,437 227 21 3,855 2,170 1,437 227 21 3,855 ga
®
-

g X1puaddy



DEPRECIATION STUDY: U= Unstipulated APPENDIX B
IMPACT OF STANDARDIZATION OF RATES 1993 1993 PAGE 2
Depreciation Expense at Existing Rates Depreciation Expense at Proposed Rates
Depreciation Rate (X) Proposed ($000) ($000) Total
Line BCUC Rates Increase
No. Particulars Account # 4] ING CNG FNG (€3] LM ING CNG FNG Total LM ING CNG FNG Total (Decrease)
1 Compressor Equipment 466 u 3.00% u '] 3.00% 0 180 0 0 0 180 0 0 180 0
2 Measuring & Regulating Equipment 467-00 3.00% 3.00% 3.00% 3.00% 3.00% 156 33 10 0 156 33 10 0 199 0
3 Telemetering 467-10 10.00% 10.00% U 10.00% 10.00% 125 135 0 1] 125 135 0 0 260 0
4 Communications Structures & Equip. 468 10.00% 5.00% 10.00% 10.00% 10.00X 3 H 0 0 3 9 0 0 12 4
455 Other Transmission Equipment 469 7} 5.00% 5.00% 5.00% 5.00% 0 1 0 0 ] 1 0 0 1 0
Z Total Transmission Plant 2,471 1,822 238 21 4,552 2,488 1,826 238 21 4,573 21
13 Distribution Plant
11 Land and Land Rights 1.7041.71 None None None None 0 0 4] 0 0 0 1] 0 0 ]
12 Structures and Improveaents 472 3.00%
13 = Leasehold Alterations U Lease Term Lease Term u 0 37 2 0 0 37 2 0 39 0
14 ~ Frame Buildings 3.00% .00% 3.00% 3.00% 3.00% 4 29 8 2 4 29 8 2 43 0
15 - Masonry Buildings 1.50% 1.50% 1.50% 1.50% 1.50% 2 124 0 2 124 0 132 0
16  Services 473 2.90% 2.00% 2.00% 2.00% 2.00% 5,889 1,457 137 21 7,504 4,061 1,457 137 21 5,676 (1,828)
17 House Regulators & Meter Installations 474 3.00% 3.00% 3.00% 3.00% 3.00% 429 547 41 3 429 547 41 3 1,020 0
18  Mains 475 2.00% 2.00% 2.00% 2.00% 2.00% 7,105 1,623 143 15 7,105 4,623 143 15 8,886 0
19 NGV Compressor Equipment 476 1} 6.67% 6.67% 6.67% 6.67% 203 29 12 0 203 2 12 244 0
20 Compressed Natural Gas 476
21 ~ Commercial Cardlock Station 20.00% u u u 20.00% 16 1] 0 0 16 0 0 0 16 1]
22 - ALL Other 5.00% u u u 5.00% 143 0 0 0 143 0 0 [ 143 1]
23 Measuring and Regulating Equipment 477-00 3.00% 3.00% 3.00% 3.00% 3.00% 394 286 38 3 394 286 38 3 721 1]
24 Telemetering 477-10 10.00% 10.00% u U 10.00% 3 101 0 0 3 101 0 0 104 ']
25 Meters 478 3.00% 3.00% 3.00X 3.00% 3.00% 1,921 519 59 4 1,921 519 59 4 2,503 0
g? Other Distribution Equipment 479 1} u 5.00% 3.00% 4.00% 0 0 0 1 0 ] 0 1 1 0
gg Total Distribution Plant 15,906 4,926 463 61 21,356 14,078 4,926 463 61 19,528 (1,828)
;2 General Plant
32 Land and Land Rights 48%281 None None None  None 0 0 0 [+] 0 0 0 0 [} [}
33 Structures & Improvements
34 ~ Leasehold Alterations Lease Term Lease Term Lease Term Lease Term 254 129 6 1 254 129 6 1 390 0
35 = Frame Buildings . . 3.00% 3. 3.00% 0 0 0 4 0 [+} 0 4 4 0
36 - Masonry Buildings 1.50% u 1.50% 1.50% 1.50% 0 0 0 0 0 0 0 1] 0 0
37 = Lochburn Admin. Warehouse 1.50% u U 1.50% 77 0 0 [ 77 0 0 0 ” 0
38 ~ ALl Other 3.00% u u v 3.00% 183 0 0 0 183 0 0 0 183 0
39 office Furniture and Equipment 483
40 - Fraser Valley/Lochburn/LNG 5.00% 1] U U 5.00% 120 0 0 0 120 ] 0 0 120 0
41 - Computers ~ Software/LNG/Misc./Hardware 20.00% 20.00% 20.00% 20.00X  20.00X 1,480 268 32 ] 1,480 268 32 S 1,785 0
42 ~ Micro-Computer Systems 12.52% u U u 12.50% 332 0 0 0 332 Q ] 0 332 0
43 - Computer Assisted Napping System 22.66X u U] u 12.50% 34 0 0 19 0 0 0 19 15
44 - EDP Software & Equipment/ Corp. Div. Software 12.50% 12.50% 12.50% 12.50% 12.50% 1,708 953 69 7 1,708 953 69 7 2,737 0
45 ~ ALL Other 1] 5.00% 5.00% 5.00% 5.00% [ 174 4 1 0 174 4 1 179 0
46 Transportation Equipment 484 15.00% 15.00% 15.00%  15.00% 91 12 0 0 9 12 103 0
47 - Special Work Equipment 5.50% 15.00% u u 15.00% 0 695 0 0 0 695 0 0 695 0
48 - Trailers & Corporate Trans. Equipment 10.00% 0.00% u u 15.00% 12 1 [ 0 7 1 [ 0 18 5

g xtpuaddy

2 9bey




DEPRECIATION STUDY:

IMPACT OF STANDARDIZATION OF RATES U= Unstipulated APPENDIX B
1993 1993 PAGE 3
Depreciation Expense at Existing Rates bepreciation Expense at Proposed Rates
Depreciation Rate (%) Proposed ($000) ($000) Total
Line BCUC Rates Increase
No. Particulars Account # LM ING CNG FNG o) LM ING CNG FNG Total ] ING CNG FNG Total  (Decrease)
i
; General Plant Contd...
3 Heavy Work Equipment 485 5.00% 5.00% 5.00% 5.00% 5.00% 5 83 7 1 96 5 83 7 1 9 0
4 Tools and Work Equipment 486 5.00% 5.00% 5.00% 5.00% 5.00% 254 147 14 4 419 254 147 14 4 419 0
S ~ Engineering Services 15.00% U U U Delete 0 0 0 0 0 0 ] 0 0 0 0
6 - General 5.00% u u u Delete 0 0 0 0 0 0 0 0 0 0 0
7 Roads, Trails and Small Bridges 2.50% ] u u Delete 0 0 0 0 0 0 0 0 0 0 0
8 Communication Equipment 488 5.00% 5.00% .00% 8 1 9 0 0 8 1 9 0
9 - Telemetry Equipment & Corporate Allocation U 10.00% 10.00%¥ U 10.00% 0 1 0 0 1 0 1 0 0 1 0
10 ~ Other Structures & Equipment 5.00% 5.00% u u 5.00% 66 61 0 [ 127 66 61 0 0 127 0
1 - Gas Supervisory System 10.00% u U u 10.00% 0 0 0 [ 0 0 0 0 ] 0 0
12 - Microwave 5.00% 1] U u 5.00% 0 0 0 0 0 0 ] 0 0 0 0
13 - Radio 10.00% u 1] u 10.00% 423 0 ] 0 423 423 0 0 0 423 0
14 - Telephone 5.00% u U v 5.00% 0 0 1] 0 0 0 ] Q 0 0 1]
15 Equipment on Customers' Premises 487 5.00% 5.00% 5.00% 5.00% 5.00% M 12 [} 0 123 m 12 0 0 123 0
16 = VRA Compressor 487-XX 10.00% 10.00% 10.00% 10.00% 10.00% 37 13 2 0 52 37 13 2 0 52 0
17 = VRA Compressor Installation Cost 487-XX 33.33% 33.33% 33.33% 33.33% 33.33% 48 22 3 0 3 48 22 3 0 3 0
18 Stores Material, Capital 489 0.00% u u u Delete 0 0 0 0 0 0 0 0 0 0 0
19 Other General Equipment 489 5.00% U 5.00% 5.00% . 0 0 0 0 0 0 0 0 0 0 0
20 Misc. Equipment and NGV Compressors 489 5.00% U u u Delete 0 0 0 0 0 0 0 0 0 0 0
s; Patterns, Dies, Moulds 489 10.00% u u u Delete 0 0 0 [+] o] 0 [+] o 0 [+] 0
gz Total General Plant 5,144 2,559 236 36 7,975 5,134 2,559 236 36 7,965 10)
25 Other
26 Byron Creek Trans. & Distrib. Plant 461412065417071 u u 5.00% u 5.00% 0 0 41 0 [ 0 0 41 0 41 o
gg 472/4
§9 Total Other 0 0 4 1] 01 o 0 41 0 1 0
0
31 Allowance for funds used during const. 497 0.00% u UJ u 0.00% 0 0 0 0 0 0 0 0 0 0 0
32 Unclassified Plant 498 2.37% 2.20% 2.200 U 2.20% 13 1 0 0 14 12 1 0 0 13 [&}]
33 Plant Suspense 499 0.00% [} v [} 0.00% 0 0 0 0 0 0 0 0 0 0 0
34
gz GRAND TOTAL $24,352 $9,351 $978 $118  $34,799 $22,530 $9,355 $978 $118  $32,981 ($1,818)
37
gg Contributions in aid of construction 21
40 Computer Software Tax Credit 12.50% 12.50% 12.50% 12.50%  12.50% 385 103 13 2 503 385 103 13 2 503 0
41 NGV Vehicle Grants u 15.00% 15.00% 15.00% 15.00% 0 8 0 0 8 0 8 0 0 8 0
42 NGV Compressor Grants U 6.67% 6.67% 6.67% 6.67% 0 33 3 4 40 0 33 3 4 40 0
43 Leasehold Alterations U Lease Term u U Q 25 0 0 25 [ 25 0 0 25 0
44 Alaska Highway Project u u u 2.00% Delete 0 0 0 0 0 0 0 0 0 0 0
45 Routine Contributions 2.00% 2.20% 2.20% 3.00% 2.2 141 249 22 13 425 155 249 22 9 435 10
46 Furniture Acquisitions u 5.00% U] u 5.00% 0 6 0 ] 6 0 6 0 0 [ 0 >
47 Government Programs u 2.20% 2.20% 2.20% 2.20% 0 237 19 5 261 0 237 19 5 261 63
48 @
49 Total ClAOC $526 $661 $57 $24 $1,268 $540 $661 $57 $20 $1,278 Ly [ene g_
0 ® %
w oo




FORECAST PLANT BALANCES FOR BC GAS INC. APPENDIX B

AS AT JANUARY 1, 1993 PAGE 4
($000)
Forecast Plant Balance 01/01/93
Line BCuC
No. Particulars Account # LM ING CNG FNG Total
1 Intangible Plant .
3 Utility Plant Acquisition Adjustments 17 $0 $0 $0 $0 $0
4 Unamortized Conversion Expense 175 0 109 0 0 109
5 Organization Expense 178 0 728 0 0. 728
6 Other Deferred Charges 179-01 0 0 0 0 0
7 Franchises and Consents 401 0 94 5 0 99
8 Other Intangible Plant 402 0 63 0 0 63
9 Other Intangible Plant - Lease 402 0 85 0 0 85
10
1 Total Intangible Plant 0 1,079 5 0 1,084
12
13 Gas Plant Held for Future Use 102
14
15 Structures and Improvements
16 - Frame Buildings 0 47 0 0 47
17 - Masonry Buildings 0 17 0 0 17
18 Manufacturing Equipment 0 274 0 0 274
19 Gas Holders 0 111 0 0 111
20
21 Total Gas Plant Held for Future Use 0 449 0 0 449
5 '
gz Manufactured Gas/Local Storage Plant
25 Structures and Improvements 432
26 - Frame Buildings 0 0 0 0 0
27 - Masonry Buildings 0 336 0 0 336
28 Manufacturing Equipment 433 0 316 0 0 316
29 Gas Holders - Manufacturing 434 0 341 0 0 34
30 .
31 Total Local Storage Plant 0 993 0 0 993
2
33 storage Plant -
34 e
35 Land and Land Rights 440/461 897 0 0 0 897
36 Structures & Improvements 442 1,510 0 0 0 1,510
37 Gas Holders Storage 443 9,218 0 0 0 9,218
ga Local Storage Equipment 449 9,733 0 0 0 9,733
9
40 Total Storage Plant 21,358 993 0 0 22,351
41
2% Transmission Plant
b4 Land and Land Rights 460/461 20,463 2,887 294 6 23,650
45 Compressor Structures 462 0 765 0 0 765
46 Measuring Structures 463 1,132 150 41 0 1,323
47 Other Structures & Improvements 464 96 7 103
48 - Frame Buildings 0 0 0 7 7
49 - Masonry Buildings 0 0 0] 0 0
50 ~ Measuring & Regulating o 0 0 0 o
51 Mains 465 108,508 71,852 11,327 1,047 192,734
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FORECAST PLANT BALANCES FOR BC GAS INC. APPENDIX B
AS AT JANUARY 1, 1993 PAGE 5
($000)
Forecast Plant Balance 01/01/93
Line BCUC
No. Particulars Account # LM ING CNG FNG Total
1 Compressor Equipment 466 0 5,992 0 0 5,992
2 Measuring & Regulating Equipment 467-00 5,204 1,106 337 10 6,657
3 Telemetering 467-10 1,254 1,349 0 0 2,603
4 Communications Structures & Equip. 468 29 94 0 0 123
5 Other Transmission Equipment 469 0 19 0 0 19
6
7 Total Transmission Plant 136,590 84,310 12,006 1,070 233,976
8
9 Distribution Plant
10
1 Land and Land Rights 4704471 $17 $1,141 $131 $20 $1,309
12 Structures and Improvements 472
13 - Leasehold Alterations 0 213 37 0 250
14 - Frame Buildings 140 951 270 57 1,418
15 - Masonry Buildings 115 8,267 418 0 8,800
16 Services 473 203,071 72,861 6,855 1,054 283,841
17 House Regulators & Meter Installations 474 14,313 18,226 1,372 102 34,013
18 Mains 475 355,220 81,136 7,150 732 444,238
19 NGV Compressor Equipment 476 0 3,041 432 186 3,659
20 Compressed Natural Gas 476 h 0
21 ~ Commercial Cardlock Station 81 0 0 0 81
22 - ALL Other 2,865 0 0 0 2,865
23 Measuring and Regulating Equipment 477-00 13,132 9,523 1,271 97 24,023
24 Telemetering 477-10 33 1,012 0 0 1,045
25 Meters 478 64,044 17,287 1,963 145 83,439
26 Other Distribution Equipment 479 0 0 5 26 kY|
27
gg Total Distribution Plant 653,031 213,658 19,904 2,419 889,012
gg General Plant
32 Land and Land Rights 4824481 3,798 0 0 1 3,799
33 Structures & Improvements 2
34 - Leasehold Alterations 31 1,908 0 0 2,639
35 - Frame Buildings 0 0 0 148 148
36 ~ Masonry Buildings 0 0 1 0 1
37 ~ Lochburn Admin. Warehouse 5,164 0 0 0 5,164
38 ~ ALl Other ) 6,105 0 0 0 6,105
39 office Furniture and Equipment 483
40 - Fraser Valley/Lochburn/LNG 2,408 0 0 0 2,408
4 ~ Computers - Software/LNG/Misc./Hardware 7,404 1,338 158 23 8,923
42 - Micro-Computer Systems 2,648 0 0 0 2,648
43 - Computer Assisted Mapping System 149 0 0 0 149
44 ~ EDP Software & Equipment/Corp. Div. Software 13,665 7,626 555 58 21,904
45 - ALl other 3,477 86 25 3,588
46 Transportation Equipment 484 609 78 687
47 ' - Special Work Equipment 0 4,633 0 0 4,633
48 - Trailers & Corp. Transportation Equipment 116 5 0 0 121
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