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

May 25, 1993

Volume Two

Tab 2 FOe Studies

1. Ref: Page 4

With regard to the assignment of the East Kootenay Link and the Lower
Mainland LNG storage facilties 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?

2. 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?

3. Ref: Page 5

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

4. Ref: Page 6, Unes 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 bils?

Ref: Page 7, Une 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.

Vol 4
Tab

Al

A2

A3

A4

AS
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6. Ref: Page 5

For accounting purposes, please describe the factors that would cause a plant
expenditure to be defined as distribution rather than transmission.

Does BC Gas have a written policy that guides company staff in making gas
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.

7.

8. Ref: LM cas, Section 2, Page 2.2

9.

Please explain the allocation of Account 465, Mains.

Ref: LM cas, Section 2, page 6.0

Please explain how cash working capital was estimated.

10. Ref: LM cas, Section 6.0, page 1.0

Please explain how gas supply costs were segregated into demand,
commodity, and customer components?

11 . Ref: LMCOS, Section 5, Page 2.2

Please explain how administrative expenses were allocated.

12. Ref: LM cas, Section 1, page 1.1

How do the revenue/cost relationships compare to the results of previous
studies.

13. Ref: LM cas, Section 1, Page 1.1

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?

Tab 3 LRIC Studies

1.

2.

Ref: Page 1

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.

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

Vol.4
Tab

A6

A7

A8

A9

AlO

All

AI2

AI3

AI4

AIS
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Vol 0 4
Tab

3. 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 Vol1, Tab 8 change?

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

Ref: Page 5 Aia

A16

4.

5.

Al7

6.

Is BC Gas asking the Commission to consider allocation to customer classes
based on marginal costs? What is B~C 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,

A20

Al9

7.

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?

3



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

May 25, 1993
Vol. 4

Ta.bGeneral

1. Please explain how the withdrawal of the 1993 Revenue Requirements B 1
Application affecs the Rate Design Application.

2. Please provide the revenue to cost relationships for each customer clas which B 2
result from the proposed rate design changes.

3. How do the Cost of Service study (Peak Responsibilty) results relate to the B 3
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 Application

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 specfic 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?

Tab 3 Application Outline

1. Ref: Page 1, Unes 27 - 29

The implementation of basic monthly charges that improve the recovery of fixed B 5

costs wil tend to make the commodity portion of the bil go down and decrease
the incentive to conserve. Has this been considered? Have any social costs
asociated with the burning of gas (variable social costs) been considered? If
so which ones?

2. Ref: Page 5, Unes 1 - 4

The Application states that while a speedy move to implement rate changes that B 6
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



3.

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 (Le. flat) commodity charge wil 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 wil 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: Page 7, Lines 1 - 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.

4.

(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?

(c) 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?

5. Ref: Page 7, Lines 25 - 27

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

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

Please indicate the block structure of these utilties as well Le. single block,
declining block, inverted block.

B7

B8

B9
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6. 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 variabilty of residential demand and the
resulting differences in the demand portion of residential costs at different times
of the year? If so, would Be Gas see this as an example of 'sending
appropriate signals' (Tab 6, p.7, 1.14)

Ref: Page 8, Unes 6 - 10

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

Ref: Page 8, Unes 16 - 21

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

7.

8.

Ref: Page 8, Unes 21 - 27

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

10. Ref: Page 9, Unes 8 - 12

9.

The Application states that most general service customers wil 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 bils increase
rather than decrease?

11. Ref: Page 9, Unes 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.

B 10

B 11

B 1 Z

B 13

B 14

B 15

6



12. Ref: Page 10, Line 37

This sentence appears to be incomplete. Please provide the missing words.

13. Ref: Page 12, Lines 3 - 5

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

B 16

B 17

Tab 5 Reoulatory Consolidatioo

1. Ref: Page 1 B 18

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 occurrng 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 utilty 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 B 19

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. "

7



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.

3. Ref: General 820

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

(b) Please provide a cost of service study for Fort Nelson, if one has been
done, and show the rate design impact 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.

4. Ref: Page 10
821

(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.

5.

(b) As an alternative, please consider the merit of deriving the gross margin
on items of divisional attributes Le. revenues, cost of gas, franchise fees
and proposed deferred income tax offsets. The postage stamp or
divisional gross margin wil accunt 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?

6.

7. Ref: Page 11

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

822

823

824
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Tab 6 ' Proposal to Revise Residential Gas Rates

1. Ref: Page 6, Unes 19 - 23

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

B25

(a) 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 wil not ocr in significant amounts?
Does BC Gas have any other studies or evidence that would suggest
such fuel substitution would occr?

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

2. Ref: Page 6, Unes 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.

B26

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

B29

B27

4. B28

5.

9



6. Ref: Page 15

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 clas, it doesn't aid rate design within the rate class?

Please explain.

Ref: Page 26 and Tab 7, Page 26

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

Please explain.

Ref: Page 32

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).

Ref: Page 37

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 difficulty in making these
comparisons?

7.

8.

9.

Tab 7 Proposal to Revise Commercial Gas Rates

1. Ref: Page 13, Unes 1 - 31

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.

B30

B31

B32

B33

B34
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2. Ref: Page 13, Unes 1 - 31

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

Ref: Page 14, Unes 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, Unes 5 - 33

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

835

3. 836

4. 837

Tab 8 Proposed General Firm Service and General Firm Transportation

1. Ref: Page 2, Unes 14 17

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

838

2. Ref: Page 4, Unes 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, Unes 5 - 35

With respect to Schedule 5 customers, please provide a table showing the
dollar and percentage increase (decrease) in bils for low, medium, and high
use customers, for each division, for a typical summer month and a typical
winter month.

840

839

3.
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Tab 9 Proposal to Revise Industrial Gas Rates

1. Ref: General - The Auction Proposal

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

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

Ref: Page 16, Unes 16 - 26

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

B41

2. B42

3. B43

4. Ref: Pages 24 and 25

(a) 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.

B44

5. Ref: Pages 34 and 35

If not already answered elsewhere, please provide a more detailed explanation,
with reference where possible to the FOC 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.

B45

Tab 10 Proposal to Revise NGV Gas Service Rates

1. Ref: Pages 4 and 7

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

B46

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 II

Tab 5 Proposed Industrial Tariffs

1. Ref: General B47

2.

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 suitabilty of the following alternative wording:

"The Company wil 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."

B48

(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.)

Integrated Resource Plan - April 30th Filng

1. On page 2 of the cover letter from P.O. Lloyd, the company states that delay in B49
approvals of deferral accounts wil delay filng of the 1993 IRP. What activities,
if any, does the Company plan to pursue regardless of Commission action?

2. In what ways were the 1992 draft IRP and the revisions contained in this filng B 5 a
used in preparing the LRIC study, the Fully Distributed Cost study, and the
company's rate design proposal?

3. With regard to the IRP objectives outlined in Tab 1, has the company identified B 51

any quantitative measures that wil enable it to assess whether or not it has met

13



4.

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 Objective 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?

B52

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

Tab 3: Deferral Accounts5. B53

(a) 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
Accunt Application;
- the April 30, 1993 Deferral Accunt Application.

Please reconcile the DSM and IRP costs in the IRP with the program deferral
accunts 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 utilty (such as
B.C. Hydro).

ii) an estimate of the proposed before-tax and after-tax expenses for the

calendar year 1993,

ii) 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.

14



(b) The LNG Deferral Account Application included three stages of public
consultation. How wil 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
respe 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?

6. Please describe the purpose and expected content of the WestCoast Line 854
Three Avoided Cost Study and the Monitoring Study Strategy Document (Level
2) identified in the milestone schedule under Tab 4.

7. The milestone schedule (Tab 4) indicates that BC Gas plans to file its finallRP 855
on December 17, 1993. Wil the final IRP contain a long-run DSM plan? If so
wil this plan rely on draft results from the end-use survey, given that the final
end-use report wil not be completed until December 19, 1993?

8. Ref: Tab 5, Pages 2 and 3 856

(a) What 'off-the shelf models has BC Gas evaluated prior to choosing 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 forecating?

(c) Has BC Gas surveyed other gas utilties regarding their choices of end-
use models.? Has BC Gas explored the possibilty of data sharing with
othe,r Canadian gas utilties?

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

9. Ref: Tab 5, Page 4 1357

BC Gas indicates that the long-term success of the end-use modellng 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? -

15



10. Ref: Tab 7, Page 9 B58

The company indicates that it plans to select DSM programs using the
California Standard Pradice tests. Of the five standard pradice tests outlined in
the California Standard Pradice Manual, which one wil BC Gas rely on?

11- Avoided costs are inputs to the standard pradice tests. Has BC Gas developed B59
avoided costs that it wil 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 avoided costs. How do the avoided cost figures compare to the LRIC study
results?

12. Ref: Tab 7, Page 7 B60

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
accunt? Has BC Gas used any analysis using its avoided cost for screening
the programs proposed in Tab 7, Sedion 4? If so what was the avoided cost
used and what was it based on?

13. Has BC Gas given any consideration as to how it wil allocate the cost of DSM B61
programs to customer classes? If so, please explain the company's thoughts on
this matter.

14. Ref: Tab 7, Pages 4 and 6 B62

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 impad demand". These two
statements taken together imply that any measure that effeds demand is a DSM
resource. Does this imply that BC Gas views all marketing programs as a DSM
Resource?

15. Ref: Tab 7, Page 6 B63

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

16. Tab 7, Page 11. B64

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

16



(a) 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 explain
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)?

(c) 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.

17, Ref: Tab 7, Page 12

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?

18. Ref: Tab 7, Appendix 1

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?

865

866

19. Ref: Tab 8 867

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. Westcoast/BC Gas Public Involvement Process - Greenhouse Gas Stabilzation 868

(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 occurrng in BC or Canada that apply to BC? If
so, please provide a list of other public processes that BC Gas is aware
are takng place? If there are other public processes of which BC Gas is
aware, what information wil this study provide that wil not be available
through some other process?

(b) BC Gas notes that "a cooperative effort involving all Interested Parties wil
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) Wil all draft and final reports resulting from this project be made
available to the public?

21. Ref: Tab 9 
869

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 reliabilty and flexibilty.
How are system reliabilty, flexibilty 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?

22. Ref: Tab 10 870

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? Wil key stakeholders be involved
in the selection of resources?

i\
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Alberta Natural Gas (ANG)

Alberta and SOuthern (A & S)

Average and Excess Demnd
(UD)

Basic Charge

BCUC

Burrard ~herml

Burrard ~herml Agreeaent

GLOSSARY OF TERMS

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 Columia. Gas moving

to the Columia service area flows through the
ANG pipeline. The East Kootenay Link running

from Trail connects to the ANG pipeline at

Yahk.

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

Columia.

A method of distributing utility capacity

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.

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.

British Columia Utilities Commission.

Electric generating plant owned by B. C. Hydro

and located on Burrard Inlet near loco.

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.
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Burnertip 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.

Bypass See "non-captive".

Cap'ti ve 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.

coinciden't Peak Peak capacity demand of a customer class which

coincides with the peak capacity demand

established by a system.

COlumia (COL) The portion of the BC Gas service area which

formerly was Columia Natural Gas Limited. It

is located in the East Kootenays and serves

customers with gas from the ANG pipeline.

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

buildings.

COmmission British Columia Utilities Commission.

COmmi'ty Charge 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.

COs't of Gas Recovery The portion of the price paid by the customer

to compensate BC Gas for its costs of
acquiring gas supply.
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COst Margin From the Fully Distributed Cost study, the

cost of service associated with a particular

rate class less the associated cost of gas

supply.

Delivery Charge 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.

Demnd 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.

Direct Purchase

Adnistration Charge
A charge designed to recover the incremental

costs associated with providing transportation

service.

Division 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., Columia 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, Columia and Fort
Nelson Divisions.

Bast Kootenay Link A gas transmission pipeline running between

Trail and Yahk. It connects the Inland
service area with the ANG pipeline.

Fira Service provided

curtailment.
year round without

Fort Belson (PH) 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 Dis'tribu'ted Cos't (FDC)

General Service

Gigajoule (GJ)

Hyperplo't

Inland (IRL)

In'tegra'ted Resource Plan
(IKP)
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A charge collected from customers which reside

or operate in a municipality or city to which

Be 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 larger volume firm service
customers who may have a significant portion

of their consumption dedicated to processing

loads.

A metric measu.re 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

invol ve 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

Liquifiec Batural Gas (LHG)

Load Factor

Long Run Incremental COsts

(LaIC)

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

per iods.

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 calculated 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

customers 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 en~rgy. 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 basic and
administration charges.



Rational Energy Board (DB)

Ron-coincident demnd (RCD)

Ron-captive

o & M

Ogive

Pacific Coast Energ
Corpration (PCEC)

Peak Responsibility (PR)

Petajoule (PJ)
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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

sales to a group or class of customers.

horizontal axis is logarithmic and
vertical axis is on a probability scale.

gas
The
the

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 Island, 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.

A metric measure of energy. 1015 joules.
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Phase A 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.

Pos'tage s'tamping Determination of common rates for utility

services, excluding gas costs, for classes of

customers throughout the BC Gas service
terr i tory.

Residen'tial Class of customers including single family

residences and multi-family buildings with

less than 4 units.

Seasonal Ra'te A rate which varies on a seasonal basis.
Typically, the application of higher rates

during the winter months of Novemer through

March reflecting the greater demand for system

capacity.

Terajoule (TJ) A metric measure of hea't.
gigajoules.

A thousand

Transporta'tion service
(T-service)

A gas delivery service provided by a

pipeline or local distribution utility to

customers who purchase natural gas from
producers or marketers.

!I Test year.

Valley Pipeline and distribution system capacity

available during off peak periods.

Wes'tcoas't (WEI) 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 ioèo.
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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

To: 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 Di vision. 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 di visions. The effecti ve 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.

2. 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) 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.

(b) Deferred Income Tax Balances:
In order to dispose of the deferred income tax

balances wi thin 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 wi thin 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 wi thin 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.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20
21

22

23

24

25

26
27

28

29

30

31

32

33

34

35

36

8.

- 4 -

4. 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.

5. An Order approving the replacement of the existing

commercial rate schedules 2.1 and 2.2 in Columbia with

the proposed Rate Schedule 2.

6. 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.

7. 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) wi th 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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1 9. An Order approving the replacement of the rate

2 schedules for the large industrial service of Lower
3 Mainland (Schedules 2501, 2502A, 2502B, 22) with the
4 proposed Rate Schedule 22 Large Volume Firm &
5 Interruptible Transportation.
6

7 10. An Order approving the renaming of Inland Division

8 Schedule 22 as Rate Schedule 22A, modifying that
9 schedule to accord with the proposed Rate Schedule 22

10 and closing that Rate Schedule 22A.
11

12 11. An Order approving the introduction of the proposed

13 Rate Schedule 22 in the Inland service area.
14

15

16

17

18

19

20

21
22 14. An Order approving the modification of Rate Schedule 13

23 and approving it becoming available to all service
24 areas of BC Gas.
25

26 15. An Order approving the replacement of the rate

27 schedules for NGV of Lower Mainland (Schedule 2206),

28 Inland (Schedule 14), and Columbia (Schedule 5) with
29 the proposed Rate Schedule 6.
30

31 16. An Order approving the renaming of Lower Mainland

32 Vehicle Refuelling Service Schedule 2216 as Rate
33 Schedule 6.1 Vehicle Refuelling Appliance Service.
34

35

36

12. An Order approving the modification of Rate

Schedule 10.

13. An Order approving the renaming of Columbia Division
Schedule 7 as Rate Schedule 22B and closing Rate
Schedule 22B.
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COJOON GENERA TERMS AN CONDITIONS

17. An Order approving the common general terms and

condi tions 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 AN 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 Wheel ing

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 IKPLBHEllATION DATE/DEFER ACCOUN

21. 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.

22. 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,

practicali ty 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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PUBLIC PROCESS

23. The Company seeks approval to adopt a public process to

facili tate 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:

~~
David 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:
Fax:

(604) 443-6607
(604) 443-6789



APPLICATION OOTLINE

1 1.0 INTRODOCTION
2

3 Since the creation of BC Gas in 1988, the structure of the

4 Company's rates has not undergone a comprehensive review,

5 apart from the determination of the appropriate methodology

6 for the allocation of gas supply costs in 1992. Since 1988,

7 parties such as industrial customers and the British Columbia

8 utilities Commission have expressed a desire for a review of

9 the Company's rate design. Various matters relating to gas

10 costs, regulatory consolidation, consideration of postage

11 stamp rates, industrial complaints and tariffs have been
12 referred to a rate design proceeding. The Company has now

13 undertaken a review of the structure and design of its rates.
14 It is proposing changes which are responsive to the above-

15 mentioned issues and others which the Company views as
16 appropriate. The proposals of the Company include:

17

18 1. The consolidation of the Lower Mainland, Inland and
19 Columbia Divisions for future revenue requirement
20 purposes.
21

22 2. The implementation of uniform postage stamp margins,
23 excluding gas supply costs ("delivery rates" or "delivery
24 charges"), for residential, commercial and general service
2 5 customers.
26

27 3. The implementation of basic monthly charges that improve

28 the recovery of the fixed costs incurred by BC Gas in
29 providing gas service.
30

31 4. Rates that improve the revenue to cost ratio imbalances

32 between rate classes.
33

34 5. Revised industrial rates and tariffs.
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1 6. Common general terms and conditions, with new fees for

2 certain company services.
3

4

5 2.0 HISTORY
6

7 BC Gas Inc. was formed in 1988 as a result of the acquisition

8 by Inland Natural Gas Co. Ltd. (" Inland") of the B. C. Hydro

9 and Power Authority Lower Mainland Gas Division. Following

10 the acquisition, the four separate gas distribution companies,
11 Inland, Columbia Natural Gas Limited ("Columbia"), Fort Nelson

12 Gas Ltd. ("Fort Nelson") and B.C. Gas Inc. (the "Lower
13 Mainland Division") were amalgamated in 1989 pursuant to the

14 Company Act and the Hydro and Power Authoritv Privatization

15 Act to constitute BC Gas Inc.
16

17 The service area extends from Fort Nelson south through the
18 Northern Interior, the Cariboo, the Okanagan, the West and

19 East Kootenay regions and the Lower Mainland. BC Gas serves

20 over 100 communities throughout British Columbia and
21 approximately 635,000 customers of which there are
22 approximately 570,000 residential, 66,000 commercial, and 700
23 industrial and other. This represents over 90% of natural gas

24 consumers in the Province.
25

26 Notwithstanding the amalgamation and the unified nature of the
27 management and operations of Inland, Columbia, Fort Nelson and

28 Lower Mainland, BC Gas has been required to maintain those

29 separate regulatory divisions until such time as there was an
30 opportunity for a public hearing into this issue. That is,
31 while the corporate entity, the management, operations and the
32 supporting systems of BC Gas operate as one unit, until
33 otherwise determined in a public hearing, the rates for the
34 divisions were to be maintained as though the divisions were
35 separate utility entities. This divisional approach to rates

36 has been maintained despite the new Company's need to merge
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the various cultures,
separate enti ties to

efficiencies.

employees and systems of the four

achieve the optimum benefits and

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 varioùs cus.tomer

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 Di vision had not been reviewed in a

comprehensive manner by the Commission while that division was

operated by B. C. Hydro. wi th 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

gas 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

hear ing .
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1 3.0 RATE DESIGN OBJECTIVES
2
3 A review of the appropriate level and structure of each class

4 of rates related to the utility's margins has been undertaken.

5 Be Gas has considered amongst other matters the fair
6 allocation of costs to rate classes, the long run incremental

7 costs for customer classes and the rate imbalance between

8 interruptible sales and service rates in the Lower Mainland.

9 Rates which include "postage stamp" margins ( exclusive of gas
10 supply costs) for the Lower Mainland, Inland, and Columia

11 residential and commercial classes, and uniform rate
12 structures, have been reviewed.
13

14

15 4. 0 STUDIES
16

17 In considering the appropriate rate design for BC Gas, the

18 following studies were undertaken to assist in determining an
19 appropriate rate level and structure for customer classes.
20
21 1. A long-run incremental cost study on a divisional basis

22 and by customer class (Volume 2, Tab 3).
23

24 2. A fully distributed cost of service ("FDC") study for each

25 of the three divisions (Volume 2, Tab 2).
26
27 3. Price of competitive energy and elasticity studies (Volume

28 2, Tab 4).
29

30 4. Detailed revenue models which illustrate the impact of

31 proposed rates on utility revenues.
32

33 Each of these studies have been used as a tool to assist in
34 the determination of an appropriate level and structure of
35 each class of rates for BC Gas.
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1 While a speedy move to implement rate changes that improve

2 revenue to cost ratios would be fair to those customers
3 receiving this benefit, gradualism favours a phasing-in over

4 time of any signif icant shift.
5

6 5.0 RATE DESIGN PROPOSALS
7

8 The review of the rates of Be Gas was conducted using the

9 conventional approaches of analyzing rates through fully
10 distributed cost of service studies ("FDC") , long run
11 incremental cost studies ("LRIC"), price of competi ti ve energy
12 and elastici ty studies, and revenue model analyses. The
13 thrust of the review has been to determine if cost burdens are

14 properly borne by each class; if rates reflect the proper
15 economic signals; if rates will provide for stability both for
16 the customer and for the utility; and if the rates retain
17 simplicity. Table 1 provides a comparative summary of the

18 existing rates with the rate proposals.
19

20 The FDC studies were conducted utilizing peak responsibil-
21 ities, non-coincident peak, and average and excess demand

22 methodologies. These all indicate that there is a substantial
23 under-recovery of costs in the residential class in all
24 divisions. While test year 1992 embedded cost studies are not

25 a sufficient basis to serve as the sole or exclusive element
26 for the determination of rates, they are an important
27 consideration. Any significant departure in the setting of
28 firm rates to customers from the costs to serve them may serve

29 to create the appearance of unfairness or inequity.
30 Accordingly, to overcome unfairness or inequity the rates
31 proposed have sought to bring a closer relationship between
32 revenue to c~st relationship in the residential sector.
33

34 The LRIC studies also indicate that in the long run there is
35 an under recovery of costs from the residential customers.
36 with the LRIC costs pro rated to match the revenue requirement
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1 the studies indicate an under recovery of costs in the
2 residential class in each of the Lower Mainland, Inland and

3 Columia Divisions. The directional results of the FDC and
4 LRIC are the same, namely, that insufficient revenue is
5 recovered from the residential classes.

6

7 The price of competitive energy studies indicate there are no

8 competitive reasons which would prevent the rate adjustments

9 that the FDC and LRIC studies suggest.

10

11 For customers who require firm gas service, BC Gas proposes a

12 two-part rate structure consisting of a higher basic charge
13 and commodity charge for each gigajoule of gas. The price
14 elasticities of demand study shows only limited demand
15 response to changes in price. BC Gas believes that Demand

16 Side Management (DSM) programs should be the primary means for

17 achieving conservation and increased consumption efficiency.
18 The rate design is intended to supplement DSM programs by

19 removing pricing signals, such as declining block rates, which
20 could present barriers to energy conservation measures.
21
22 A uniform commodity charge strikes a compromise between
23 sending consistent pricing signals to the customer regarding
24 energy conservation and stable revenue for the utility. By
25 generating a greater portion of the revenue through a higher
26 basic charge, the revenue becomes more stable and less
27 dependent on energy sales that vary when actual weather is
28 different from forecast normal. The implementation of Demand

29 Side Management programs will be less expensive by having less

30 revenue impact as average consumption declines.

31

32' Postage stamping the margin will be achieved through a process

33 of initially establishing a standard basic charge for each

34 rate class across the Lower Mainland, Inland and Columbia

35 divisions. A delivery charge, which excludes gas cost, will

36 then be adjusted to a standard level.
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1 5.1 Residential Rate Design
2

3 i) structure: An analysis of the residential rates
4 indicates that over 90% of revenues from this class are
5 consumption related and only about 9% relates to the
6 fixed portion of the rates, such as the customer/basic
7 charge. Further, the costs of BC Gas ( exclusive of gas
8 costs) are about 92% fixed and the rest variable. This
9 inverse relationship between the' fixed nature of the

10 utility's costs and the variable nature of revenues to
11 recover these costs is an indicator that existing rates
12 are a contributor to the instability of the utility's
13 earnings.
14

15 The FDC studies indicate that the customer-related costs
16 are significantly above the current basic monthly
17 charges. The FDC customer-related costs are $11.33 for
18 Lower Mainland (LM cas, p. 1. 2, In. 25), $12.11 for
19 Inland (INL cas, p. 1.2, In. 17) and $13.62 for Columbia
20 (COL COS, p. 1. 2, In. 17), compared respectively with the
21 current monthly fixed charges of $4.64, $3.52 and $3.90.
22

23 BC Gas proposes to increase the basic monthly charge of
24 the residential rates to $7.00 per month to close the gap
25 between the current charge and the basic costs of gas
26 service. A review of monthly charges with other gas
27 utilities indicates that this revised charge is in line
28 with others.
29

30 In addition, the Company seeks to establish a uniform
31 rate structure with a single block rate, rather than a
32 rate structure with several declining blocks.
33

34 ii) Level of Rates: The Company is proposing to increase
35 Lower Mainland and Columbia residential rates since the
36 revenue margin to cost margin ratios are not reasonable,
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1 with respect to the Lower Mainland and Columbia
2 Divisions.
3

4 Currently, the ratios are 76.88% (Lower Mainland), 92.04%

5 (Inland), and 74.13% (Columbia).

6

7 5.2 Commercial Rate Design
8

9 i) structure: with regard to the commercial class, BC Gas

10 has sought to create a refinement in this category to
11 facili tate competi ti veness through gas costs, as opposed
12 to utility margin, and to more appropriately allocate
13 those gas supply costs. The Company proposes to divide
14 this group into two; one which is 0 to 2,000 gigajoules
15 per year, and the other 2,000 gigajoules per year and
16 greater; and, in the allocation of gas costs to the two
17 commercial classes, take into account the load
18 characteristics of each of the classes consistent with
19 the Phase A allocation methodology. In the present
20 Columia Division BC Gas does not separately allocate gas
21 costs between commercial classes and the commercial class

22 in the area served with the Columbia gas supply will
23 continue as one class until a separate gas cost
24 allocation between classes is available. The commercial
25 class cost studies indicate a significant under-recovery
26 of customer-related costs, thus the Company proposes a
27 basic monthly charge of $14.00. Further, similar to the
28 residential rate proposal, a uniform single block
29 structure is being proposed for each of the two
30 commercial customer groups.
31
32 ii) Level of Rates: BC Gas proposes to reduce the commercial

33 rates in the Inland Division to bring the revenue closer
34 to cost. Rates in the Lower Mainland and Columbia areas
35 will increase with the proposed rates for the commercial
36 customers in all three divisions being equal.
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1 5.3 General Service Rate Design
2

3 i) structure: Firm sales and transportation service is
4 proposed for the general service customers. A basic
5 charge of $300.00 per month is proposed with commodity
6 charges for the delivery of the gas that are seasonal.
7

8 ii) Level: The proposed changes will see most general
9 service customers receiving a lower overall price for

10 gas, with the commodity cost of gas decreasing, but the
11 delivery charge (excluding cost of gas) in some instances
12 increasing.
13

14 5.4 Interruptible Rate Design
15

,16 With regard to interruptible rates, the focus has been to

17 ' remedy the historic rate margin difference between the

18 interruptible sales and interruptible T-service margins in the
19 Lower Mainland and to determine the appropriate rates for
20 interruptible margins. The anomaly resulting from a higher

21 interruptible sales margin of $1.25 per gigajoule versus $0.90

22 per gigajoule for T-service has created a revenue drain for BC
23 Gas through the migration of interruptible customers to the
24 lower transportation service rate. To remedy this a temporary
25 mechanism had been implemented whereby any migration of
26 interruptible sales customers to interruptible T-service
27 customers has led to a crediting of $0.41 of the margin loss
28 to a deferral account to keep the company whole. This
29 differential is inconsistent with the concept of revenue

30 neutrality as between sales and transportation rates when the

31 services are of a comparable nature. Thus, in the exercise of
32 determining the appropriate rates for the Lower Mainland
33 interruptible group the Company has viewed sales and
34 transportation as similar and has set rates treating this
35 group as one.
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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 addi tional capaci ty or obtain addi tional

transportation pipeline capaci ty 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 simplicity 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 Larqe Firm Industrial Rate Desiqn

i) structure: With regard to the existing large industrial
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1 firm customers, BC gas proposes to close this service.
2 Existing customers will be permitted to remain on the existing

3 rate, subject to incorporation of appropriate basic charges

4 and general rate increases. New customers will be expected to

5 negotiate rates which reflect the costs of providing service

6 to that customer, or to select interruptible rates.

7

8 ii) Level: Rates for existing large firm industrials are not

9 significantly changed, although some of the current
10 variable rates have been reduced in favour of customer-
11 related charges.
12

13 5.6 NGV Rate Desiqn
14

15 i) structure: A uniform monthly basic charge is proposed.

16 Delivery charges and gas commodity charges will be
17 volumetric.
18

19 ii) Level: A basic charge of $35.00 per month and a delivery

20 charge of $2.00 per GJ for the first 4,000 GJ per month.
21 For loads above 4,000 GJ per month the delivery charge
22 will be reduced by 50%. Gas costs will be in addition to
23 these charges.
24

25 5.7 Seasonal Rate Desiqn
26

27 i) structure: A uniform basic monthly charge and delivery

28 margin is proposed. The pricing is intended to attract
29 sumer loads.
30

31 'ii) Level: A basic charge of $300.00 per month with rates

32 that reflect a $0.60 delivery charge in summer plus gas
33 cost recovery. The rate in winter is to be set at two
34 times the residential block rate to discourage winter use
35 under this schedule.
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1 5.8 Industrial Tariffs
2

3 New industrial tariffs have been drafted. BC Gas, through a

4 pre-hearing process, proposes to seek input from its customers

5 regarding these terms and conditions. Additional tariffs are

6 to be developed on a basis consistent with those found under

7 Tab 5 of Volume 2.
8

9 5.9 Franchise Fees
10

11 Customers in the present Inland and Columbia divisions pay
12 franchise fees as part of the margin component of their rates.
13 Be Gas proposes to remove the franchise fees from the margin
14 and identify the franchise fees as a separate item to be
15 charged only to customers within cities or municipalities
16 where franchise fees are levied. In this manner, customers of
17 BC Gas who live or operate outside areas which levy franchise
18 fees will not carry the burden of franchise fees as part of
19 their rates.
20
21 5.10 Common Terms and Conditions

22

23 A comprehensive review of the general terms and conditions of
24 the divisions has never been conducted. Given the desire for
25 consolidation, postage stamping, and operating simplicity,
26 integrated common terms and conditions were necessary. BC Gas

27 has drafted new common general terms and conditions which can

28 be found in Volume 1, Tab 12.
29

30 5.11 Deferred Income Tax Balances

31

32 During the mid-1970's to the early 1980's, BC Gas included in
33 its rates tax calculated on a "normalized" basis and
34 accumulated deferred tax balances of $11,031,000 in the Inland
35 Division and $1,559,000 in the Columbia Division. In 1983,
36 the Commission directed that this method be changed to a "flow

37 through" method. As a consequence, the deferred tax balances
38 were frozen. In the BC Gas 1992 Revenue Requirement Decision,
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1 the Commission requested BC Gas to propose a method to deal

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

3 its revenue requirement. The proposal of BC Gas with regard

4 to the Inland Di vision is to draw down its deferred tax
5 balance by matching and offsetting the franchise fees to be

6 collected from customers in the Inland Division. Once the

7 balance has been exhausted the franchise fees would again be

8 payable by the customer.
9

10 Wi th regard to the Columbia Division balance, BC Gas seeks to
11 utilize the balance to assist in the phase-in of the postage

12 stamp rates for the residential, commercial and small
13 industrial customers over two years. In addition, a portion
14 of the balance will be used to offset certain deferred charges
15 applicable to the division and the balance remaining will be
16 used to offset franchise fees otherwise payable.
17

18

19 6. 0 POSTAGE STAMP MAGINS
20

21 In addition to the rate proposals outlined above, and that of
22 Consolidation, the Company is seeking approval for "postage
23 stamp" rates (exclusive of gas costs) in its residential,
24 commercial and small industrial classes across the. Lower
25 Mainland, Inland and Columbia divisions. The Company's cost

26 reviews indicate that it is appropriate to make its schedules
27 available at a uniform level to all customers in each of these
28 customer classes.
29

30 Similar to the discussion following under Consolidation, a

31 review of the existing margin differentials between the
32 divisions arises out of historic reasons and are not
33 necessarily related to present costs, nor future costs. The
34 differentials arose at a time prior to the creation of BC Gas

35 and following amalgamation of its underlying gas distribution
36 companies.
37

38 The Company seeks to maintain the differential in rates
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1 insofar as they relate to gas supply costs. In the Lower
2 Mainland and Inland divisions the differential in gas supply

3 costs was recognized in the Phase A Gas hearing. with regard

4 to the Columbia Division, the gas is supplied via sources

5 quite distinct from that of the Lower Mainland and Inland

6 divisions. The Columbia gas supply is predominantly delivered

7 from the Alberta Natural Gas and NOVA pipeline systems,
8 whereas the Inland and Lower Mainland divisions gas is
9 delivered predominantly from the Westcoast Energy pipeline

10 system. Since the gas cost aspect is not one over which the
11 Company has significant control, it is the position of BC Gas
12 that these gas costs shouiçi be considered as separate and

13 distinct. It is the remaining costs that the Company seeks to

14 reflect in its postage stamp rates.

15

16 As mentioned above, the historic margin differentials arise in
17 part as a result of the fact that the three underlying
18 divisions were three separate companies prior to being
19 amalgamated into' BC Gas. In the past, cities, towns and other
20 communities were added to each of the separate divisions on a
21 "rolled-in" basis. That is, their rates were not based on the
22 specific cost to add them. Rather, they were added to the
23 overall costs and revenues of the existing division's cost of
24 service and the new customers in the added community were

25 charged the "postage stamp" rate in that division. Given
26 that the level of service was similar, to do otherwise would

27 have been discriminatory. The amalgamation of the Lower
28 Mainland, Inland and Columbia divisions into one company, and

29 the similarities which are discussed below, lead the Company

30 to seek a common margin.

31

32 In addition to the fact that the three divisions are now one
33 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) similar system design standards;

2) similar main extension policies;

3) similar policy with respect to the ownership of

services and connections;

4) similar costs for each of the entities;

5) the same regulator, namely the British Columbia

utilities Commission;

6) the service areas all existing wi thin the Province

of British Columbia;

7) operational and administrative management from one

single management group;

8) the identical cost of capital;

9) the same capital structure;

10) the same test year;

11) the same accounting methodologies;

12) similar depreciation rates;

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

14) similar long run incremental costs;

15) 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 threedi visions are similar; and

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

by division.

Be 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 fro~ 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 effecti ve, 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 Be 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 indi vidual
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 di visional 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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1 the Phase B Rate Design hearing will provide an appropriate

2 forum for resolution of the consolidation issue."

3

4

5 8.0 IMPLEMENTATION
6

7 For classes affected by the rate proposals other than the

8 industrial classes, the effective date of January 1, 1994 for

9 rates and tariffs is requested.
10

11 BC Gas seeks the proposed rates and tariffs for the industrial
12 classes to be effective November 1, 1993. Since November 1 is

13 the commencement of the gas year, practicality and convenience

14 dictate that for industrial customers the rates and tariffs
15 should be in place on that date. However, since the
16 industrial classes are generally receiving a significant
17 reduction, an immediate reduction would negatively impact the

18 Company's 1993 financial results. BC Gas requests the
19 creation of a deferral account with a balance equal to the
20 reduction in total industrial revenue from proposed rates

21 which would occur in November and December. This amount would

22 then be taken into income by the Company during November and

23 December. This would serve to keep the Company financially
24 neutral. The deferral balance will be amortized by charges to

25 the industrial classes over the 12 months commencing November

26 1, 1993.
27

28

29
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1 9.0 RATE DESIGN IXPACTS
2

3 The impacts of the rate design proposals on the various
4 classes in 1994 after the adjustments of the deferred charges,

5 credi ts, and other amounts as set out in the discussion on,

6 impacts for each of the rate classes are estimated as follows:

7

8 (a) Residential
9

10
11
12

13 (b) Commercial
14
15
16 ~ 2,000 GJ/yr
17 ~ 2,000 GJ/yr
18

19 (c) Industrial
20
21 As a resul t of the proposed rate design, the revenue
22 requirement from the services applicable to the
23 industrial classes has been reduced by approximately
24 $10.8 million. Approximately $10.2 million is a
25 reduction in revenue requirement from the large
26 interruptible class in the Lower Mainland. $1.1 million
27 is a reduction from Lower Mainland firm industrials, with
28 other industrial customer classes receiving relatively
29 minor increases or decreases.
30

31
32 10.0 PUBLIC PROCESS
33

34 The Company, in this application, has put forward proposals
35 which, in its view, are in the interest of each of its
36 customer groups, while at the same time embracing broader

37 societal goals and obj ecti ves.

Increase (Decrease)

Lower Mainland Inland Columbia
3.28% (3.91%) 2.96%

Increase (Decrease)

Lower Mainland Inland Columbia
6.3% (14.5%) 3.1%

(6.9% ) ( 12 . 8% ) N/A
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However, from another perspective
focal point to encourage an
understanding wi th its customers

provincial, municipal and regional

the application forms a

expanded dialogue and
and governments at the

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 interacti ve 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 gi ve 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.



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

.. . .. .. .. . .. .. .. .. .. .... '.. .1' .~.~.~,-,~~lj~#t~ ........ '¡:¡:g~~ì

1
2
3
4
5

6
7
8
9

2101,2102,
2207,2208,
2209

10
11
12
13
14

15
16
17
18
i9
20
21
22
23
24

25
26
27
28
29
30
31
32

33
34
35
36
37
38
39
40
41
42

2601, 2602

2206

Residential &.
General
Service

Seasonal Off-
Peak Service

General
Service
Transportation

:::l,.n'.n:~øf:iia;/.(
;,;,;,;,;,l,;,;,;;;;;;';';.'..,...

Basic Charge/2 mo'leriod
First 1,000 GJ/per od
Next 15,000 GJ/period
Next 34,000 GJ/period
All Additional GJ/period

During Off-Peak Period
First 200 GJ or less
Next 300 GJs
All additional GJs
During the Peak Period
First 5 GJs
All additional GJs

MINIMU CHAGE

Basic Charge

All gigajoules

..........-.-.-.-.-.-..-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.

..;.;.;.;.;.;.;.;.;.;.;.;.;.;.;.;.;.;.;';';';';1;. ;:;;:;:;;;;;;::;:;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;':::;~~!.,.d,.:....".ld""
$9.28/2 mo.

, $4. 392/GJ
$3.902/GJ
$3. 652/GJ
$3. 4321GJ

1 Residential

2 Small
Conmercial
(0-2,000 GJ
per year)

3 Large
Conmercial
(over 2,000 GJ
per year)

4 Seasonal
Service$517. 96/mo

$2. 590 /GJ
$2. 170/GJ

$3.450/GJ
$7.740/GJ

$517.96/m%ff-peak
$10.00/mo/peak period

5 General Firm
Servite
(greater than
50% non-space
heating)

$9.28/2 mo.

$3.476/GJ

6 NGV

;,;,;,;,;::'",:;.titö::8iöêi¡¡:;,:;:;';;;:;;;;;.......

Basic Charge/2 $14.00
mo.

$ 4.47
All i a oules

Basic Charge/2 $28. 00
mo.

$ 4.41
All gigajoules

Basic Charge/2 $28. 00
mo.

$ 4.03
All gigajoules

Basic Charge/mo. $300.00

Each Gigajaule Suner $1. 98
Winter $8.94

MINIMU CHAGE . I $300.00/mo
(when gas is
consumed)

Basic Charge/mo. $300.00

Delivery Suner $0.75
Charge/GJ Winter $1. 50
Gas Cost
Recovery /GJ $2.291

MINIMU CHAGE $300.00 mo.

Basic Charge/mo. $35.00

Delivery (0-4,000 GJ)
Charge/GJ $2.00

(:04,000 GJ)
$1.00

Gas Cost
Recovery /GJ

I $1. 576MINIMU CHAGE $35.00/mo.

if
.:
...
m
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i:
::
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\0 Ilw..w



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

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

2501 I Interrup.
I First 1,500 GJ/mo

$4,176.15
Sales Next 6,500 GJ/mo $2. 588/GJ 

Next 17,000 GJ/mo $2.358/GJ
All Additional GJ/mo $2.328/GJ

Unauthorized gas/GJ $18.840/GJ

MINIMU CHAGE $4,176. 15/mo -
2502 I Interrup.

I First 1,500 GJ/mo
$4,176.15

Sales Next 6,500 GJ/mo $2. 588/GJ 

Next 17,000 GJ/mo $2.358/GJ
All Additional GJ/mo $2.328/GJ

OPTION A: Rate above plus $0.30/GJ
OPTION B: Rate above plus $0.60/GJ
Unauthorized gas/GJ $18.840/GJ

MINIMU CHAGE
Apr - Oct $4,176.15/mo
Nov - Mar $4 626. 15 mo

2006/2007 I Firm

I Basic Charge

$500.00/mo
Transportation

$1.687/GJService All gas transported/mo.

General Firm I Basic Charge/mo

I $300.00

Transportation
Suner $0.75Delivery

Charge/GJ Winter $1.50

Admin.
Charge/mo. $175.00

MINIMU CHAGE $475.00 mo.

General Basic Charge/mo. $700.00Interruptible
Transportation Delivery

Charge/GJ
I Suner $0.75Level 1

Winter $1.20

Level 2 Suner $0.70
Winter $0.95

Admin.
Charge/mo. $175.00

MINIMU CHAGE $875.00/mo.

7 I General

I Basic Char~e/mo.

I $700.00Interruptible
Service Delivery

Charge/GJ
$0.75Level 1

I Suner
Winter $1.20

Level '2 Suner $0.70
Winter $0.95

Conmodi ty

I Suner $1.10

Charge/GJ Winter $1. 90

$700.00/mo.
MINIMU CHAGE

23
24
25
26
27
28
29
30
31

25

32
33
34
35
36
37
38
39
40
41
42
43
44

27

if
4
...
II
IIii

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

.d~~Km~dl.~~f:¡

1
2
3
4
5
6
7
8
9
10
11

10 Large Volume
Interruptible
Sales

12
13
14
15

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42

43
44
45
46

47
48
49
50

13 Interrup.
Peaking and
Backstopping

22 Large
Industrial
Firm &.
Interruptible
Transportation

2103,2104 Residential
Pension
Service

2191,2294 L.P. Gas
Service

.-.-.-.-.-,-,-.-.-.-.-.-.-.-,-,-.-.".-,-.-,-.-,-.-.-.,-.

i::îåi-lìftö&;;;..................................................................... ...................

Mo. Reservation
Charge/lOW of HDSV -

Level 1

Comodity Charge/GJ
Level 1

Level 2

MIN. CHAGE for LEVL 1

MIN. CHAGE for LEVL 2

Commodity Chge/GJ

Basic Charge

Mo. Demand Chge/10W of
firm HDTV

Commdity Rate/GJ
Firm Volume

Interruptible
Levell Volume
Level 2 Volume

MINIMU CHAGE

OPTIONAL FIRM CURTAILMNT
BUYOUT

Buyout Surcharge/lOW
of Firm Buyout

Imbalance Charge

As above for 2101, 2102

As above for 2101, 2102,
2207, 2208, 2209

............-............................................
btÖ:';' ;:;ø.~iil~l. :¡¡¡¡¡I.J"¡¡:¡::

10 No changes proposed as part of this application

$290.00

$1. 15 -Winter $1.00 -
SUIer
$1.60 -Winter $1.10 -
SUIer
Reserv. Charge times HDSV

No minimu charRe

Rate under 2101 &. 2102
less $0. 85/GJ

$800.00/mo

n/a

$1. 687/GJ

n/a
$0 . 853/GJ

Basic Chge plus amt based
upon a minimum DI. voL. of
1,500 GJ

$305.70 /mo.

$0.95/GJ

23 Transmission Delivery
Charge/GJ

Rates subject to
negotiation

25% discount on above
Residential &. General
Service

Schedules 2103 and 2104 are to be terminated.

Inactive Schedules 2191 and 2294 are to be terminated,

:i
CD
4
...
CD
CD
ø.

~
::
CD

-. I'.. II
iQ t-

~ CD ~
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES 0

1 1 Residential Option A: 1 Residential Option A:2 Service Basic Charge $3.52/mo + 1.24 x amt Basic Charge/mo. $7.00 + 1.24 x3 of promo. incentive + amt of promo.
4 100 incentive + 1005 First 10.5 GJ
6 Excess over 10.5 GJ $4.893/GJ All gigajoules $4.207 $4.383/GJ
8 Option B: Option B:9 Basic Charge Basic Charge/mo.

I $7.00

10 First 10.5 GJ $3.52/mo.
11 Excess over 10.5 GJ $4.893/GJ All gigajoules $4.20$4.383/GJ

12 2.1 General Less than 6.000 GJ /vr

I
2

I Small

I Basic Charge/mo. I $14.00
13 Service Basic Charge $12. 91/mo Conercial All gigajoules $ 4. 12114 First 6.0 GJ $5.574/GJ (0 - 2,000 GJ15 Next 99.5 GJ $4.914/GJ per year)
16 Excess over 105.5 GJ $4.314/GJ
17 2.2 Excess of 6.000 GJ/vr
18 Basic Charge $12. 91/mo 

3 Large I Basic Charge/mo.
I $14.00

19 First 6.0 GJ $5.225/GJ
20 Next 99.5 GJ $4. 565/GJ Commercial All gigajoules $ 3.79

Excess over 105.5 $3.965/GJ (over 2,000 GJ
per year)

21 4.1 Dual Fuel Less than 96 ì 000 GJ /vr 4 Seasonal Basic Charge/mo. $300.0022 Service Basic Charge mo $325. 00 /mo . Service Each gigajoule SUßer $1.8923 First 1,055 GJ $2. 593/GJ Winter $8.4024 Excess over 1,055 GJ $2.546/GJ
25 4.2 Excess of 96 ì 000 GJ /vr MINIMU CHAGE $300.00/mo. when26 Basic Charge mo $325. 00 gas is consumed.27 First 1,055 GJ $2.338/GJ
28 Excess over 1,055 $2.291/GJ
29
30 -
31 5.1 Large Firm Less than 96 ì 000 GJ /vr 5 General Firm Basic Charge/mo. $300.0032 Service Basic Charge mo $500.00/mo Service
33 First 500 GJ $4.231/GJ (greater than Delivery Charge/GJ SUßer $0.7534 Excess over 500 GJ $3.091/GJ 50% non-space Winter $1. 5035 5.2 Excess of 96) 000 GJ /vr heating)
36 Basic Charge mo $500.00/mo Gas Cost Recovery /GJ $2.09637 First 500 GJ $3.976/GJ :38 Excess over 500 GJ $2. 836/GJ MINIMU CHAGE $300.00/mo.39 5.3 Excess of 360.000 GJ /vr ~
40 Basic Charge/mo $500.00/mo ...

II41 First 500 GJ $3.749/GJ
(142 Excess over 500 GJ $2.609/GJ 0.43

~
* Franchise Fees to be collected in separate charge ::

(1
o Excludes Revelstoke

.. 't
.. II
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES 

°

1
2
3

4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

6

14

19
20
21
22
23
24
25
26
27
28
29
30
31

7

32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

25

.............. ................,'............,.........:.;,;.~........ ....................................................................
. ......

.-.-.........'.....'..'.........-.-...-...-.-...-.-.-...........................................................................................................

:iE¡~Î
..... ---............

Special
Industrial
Firm Sales

Firm Vehicle
Service

General
Interruptible
Sales

Small
Industrial
Transportation
Service

....... . , ,. ... ,'.....". . .. . ~ ;",. ............ .. ',.',... .',', , ,', . .. .. ...

":¡¡:::~:¡¡¡::fii¥~W:~::Üø:::a;l.4iÜ::::::::¡:::¡~¡:::~:\:::¡:~~)~/:;' ~~?\:

~tion A:
rst 10 GJ/mo. x N

All additional GJ

MINIMU MO. BILL WITH NO
SEAONAL OR TEMRAY
DISCONNCTS

~tion B:
er GJ

MINIMU MO. BILL WITH NO
SEAONAL OR TEMRAY
DISCONNECTS

From April 1 - October
31
1rsic Charge
Conodi ty Rate
First 500 GJ
Excess over 500 GJ

From November 1-March 31
Basic Charge
Coimodi ty Rate

First 500 GJ
Excess over 500 GJ

Unauthorized Overrun
charRe

CAPTIVE RATE
Basic Charge
Coimodity Rate
First 500 GJ
Excess over 500 GJ
Customer Charge

NON-CAPTIVE RATE
Basic Charge
Coimodi ty Rate

SHORT TER SALES
Mo. Demand Charge
Coimodity Sales Rate
From Apr 1 - Oct 31
From Nov 1 - Mar 31

Authorized Overrun sales

Not Active

-------- ---
.,:¡:¡:::::::::¡¡:::¡:::il_:::¡¡4i:::~.?~:;;:,:::;:::.::d::;::;;::';".................................................. .....

...........................

.11:'~,:'........................

Schedule 6 is being terminated in its present form

$7.235/GJ

$3. 555/GJ

$30.00/vehicle or
$500.00 /me. whichever
is greater

6 I NGV I Basic Charge/mo.

I $35.00Delivery Charge/GJ (0-4,000 GJ)
$2.00
(:.4,000 GJ)
$1.00

Gas Cost Recovery/GJ

I $1.458MINIMU CHAGE $35.00/mo.
$3.555/GJ

$200 . 00 /mo .

7
$750.00.mo.

$3.234/GJ
$2.094/GJ

$750.00/mo.

$3.847/GJ
$2. 533/GJ

$13.863/GJ

25
$500. OO/mo.

$2. 145/GJ
$1. 005/GJ
$500.00/mo

Negotiated
Negotiated

$253. 62/10~3 /MDSV

$2.600/GJ
$2.690/GJ

$3.254/GJ

General

I Basic Charge/mo.

I $700.00Interruptible
Service Delivery Charge/GJ

Level 1 Suier $0.75
Winter $1.20

Level 2 Suier $0.70
Winter $0.95

Commodity Charge/GJ Suier $1.10
Winter $1.90

MINIMU CHAGE $700.00 /mo.

General Firm Basic Charge/mo. $300.00
Transportation

$0.75Delivery Charge/GJ Suier
Winter $1.50

Admin. Charge/mo.

I $175.00MINIMU CHAGE $475.00/mo.
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INLAND
SALES & TRANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES 

°

1 27 General Basic Charge/mo. I $700.002 Interruptible
3 Transportation Delivery Charge/GJ
4 Level 1 Suier $0.755 Winter $1.206
7 Level 2 Suier $0,708 Winter $0.959
10 Admin. Charge/mo. $175.0011
12 MINIMU CHAGE $875.00/mo.13

, 14 10 Large Volume Mo. Reservation . 10
I No changes proposed in this application

15 Interruptible Charge/10~ of MDSV -
16 Sales Levell $290 . 00

. 17 Commodity Charge/GJ
18 Levell $1.15 -Winter $1.00 -
19 Level 2 Suner
20 MIN. CHAGE for LEVL 1 $1.60 -Winter $1.10 -
21 MIN. CHAGE for LEVL 2 Suier

Reserv. Charge times
MDSV
No minimum charge

22 13 Interruptible Commodi ty Chge/GJ $2.464/GJ

I
13

I Interruptible I Commodity Charge/GJ I Suier
$1. 8523 Peaking and Peaking & Winter $4.4224 BackstoppinR Backstoppin

* 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 RATESo

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

.18
19
20
21
22
23
24
25
26
27
28
29
30
31

32
33
34

22 I Large Basic Charge n/a 22A Large Basic Charge/mo.

I $2,700.00

Industrial Industrial Mo. Demand
Firm &. Mo. Demand Chge/10"M of $254 . 94 Firm &. Charge /10"M of DTQ $254.94Interruptible firm MDTV Interruptible
Transportation Transportation Tran2ortation

Commodity Rate/GJ
$0.0882/GJ

Vari le Charge/GJ
$0.044/GJMo. Firm Volume Firm Volume

Interrup. Volume $0.380/GJInterruptible
Admin. Charge/mo. $500 . 00Mo. Level 1 Volume n/a

Level 2 Volume $0 . 3800 /GJ
Unauthorized Gas/GJ Table of charges

MINIMU CHAGE Shall be the greater of
$7,214.80 or Mo. Demand MINIMU CHGE $ Depends onChge x firm MDTV. If firm nominationno firm service
contracted, min. chge OPTIONAL FIR
for interrug. service CURTAILMNT BUYOUT
of $11,400. O/mo.

Buyout Surcharge/10"M I $256.06/mo.OPTIONAL FIRM
CURTAILMNT BUYOUT of Firm Buyout

Buyout Surcharge/10"M Rate for Imalance I $0. 95/GJ
of Firm Buyout $256.06/mo. Quantities
Rate for Imbalance
Quantities $0.95/GJ

22 Large I New Schedule 22 will be identical
Industrial to that proposed for the Lower Mainland
Interruptible
Transportation

35
36
37

38
39
40

23 Interruptible
Transportation

Commodity Rate Rates subject to
negotiation

23 Transmission Delivery Charge/GJ Rates subject to
negotiation

30 Interruptible
Transportation

Not active Schedule 30 is being terminated in its present form.

* Franchise Fees to be collected in separate charge
o Excludes Revelstoke
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COLUMl
SALES & i AANSPORTATION SERvleE
PERMANENT RATES EFFEeTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

!I ' "'drit..~~;~iüü~.:);'" ';,' .....,.....,."....."ri&iit~~ I
1
2
3
4
5
6
7
8
9
10
11

1 Residential
Service Option A:

Basic Charge

All gigajoules

Option B:
Basic Charge

All gigajoules

$3.90/mo. x amt of promo
incentive + 100

1 Residential I Basic Charge/mo

All gigajoules

$7.00

$3.78$3.829/GJ

$3.90/mo

$3.829/GJ

12
13
14
15
16
17
18
19
20
21

2.1 General
Service

Basic Charge
First 50 GJ
Next 50 GJ
Excess over 100 GJ

Basic Charge
First 50 GJ
Next 50 GJ
Excess over 100

$8.75/mo
$3.581/GJ
$3.481/GJ
$3.402/GJ

$8.75/mo
$3. 581/GJ
$3.481/GJ
$3.402/GJ

2 Small Commercial I Basic Charge/mo

All gigajoules

$14.00

$3.56

2.2

22
23
24
25
26

4 Seasonal
Service

$l,OOO.OO/mo

$2.856/GJ

Basic Charge/mo

All gigajoules

4 Seasonal Service I Basic Charge/mo. $300.00

Each gigajoule Sumer $2.07
Winter $7.56

MINIMU CHAGE $300.00/mo
(when gas is
consumed)

General Firm Basic Charge/mo. $300.00Service
(greater than Delivery Charge/GJ Sumer $0.75
50% non-space Winter $1,50heating)

Gas Cost $2.067
Recovery/GJ

$300.00/mo
MINIMU CHAGE

27
28
29
30
31
32
33

3 Small
Industrial
Service

$500.00/mo
$3.105/GJ
$2.855/GJ
$2.642/GJ

Basic Charge/mo
First 500 GJ
Next 2000 GJ
Excess over 2. 500 GJ

5

* Franchise Fees to be collected in separate charge
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eOLUMl
SALES &IAANSPORTATION SERVICE
PERMANENT RATES EFFECTIVE JAN 1, 1993 COMPARED WITH PROPOSED RATES

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

Sdie'
'1.il!!!.;.?';

5

19
20
21
22
23
24
'25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43

, 44
45

46
47
48
49
50
51
52
53
54

Natural Gas
Vehicle Fuel
Service

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

All Additional GJ

MINIMU MO. BILL WITH NO
SEAONAL OR TEMPORAY
DISCONNECTS

Option B:
General Vehicle Service
All gigajoules

MINIMU MO. BILL WITH NO
SEAONAL OR TEMRAY
DISCONNCTS

7 Cost of gas charges under
Tariff Sheet No. 59,
Section 6(b)

Large Volume
Firm Service

Mo. Demand Charges -
$/10:W

Cominco
Crestbrook
Fording
Westar Balmer
Westar Greenhills
Line Creek

" Franchise Fees to be collected in separate charge

$6.881/GJ

$3. 136/GJ

$30.00/natural gas converted
vehicle of $500.00. whichever
is greater

$3. 136/GJ

$200 . 00 /mo

Cost of gas

$229. 57/10"H'/mo
$211.01/10"H'/mo
$176. 58/10"H'/mo
$ 64.59/10"H'/mo
$178. 26/10"H'/mo
$255. 49/10"H'/mo

Coniodity
Charge

$0. 6795/GJ
$0. 2562/GJ
$0. 8118/GJ
$0. 1704/GJ
$0.2391/GJ
$0. 3116/GJ

6 NGV Basic Charge/mo.

Delivery Charge/GJ

Gas Cost
Recovery /GJ

MINIMU CHAGE

$35.00

(0-4,000 GJ)
$2;00
(~4. 000 GJ)
$1.00

$1.779

$35.00/mo.

General

I Basic Charge/mo. I $700.00
Interruptible Delivery Charge/GJ

Suner $0 . 75Service Level 1
Winter $1.20

Level 2

I Suner

$0.70
Winter $0.95

Coniodity' Charge/GJ Suner $1. 70
Winter $2.07

MINIMU CHAGE I $700. OO/mo.

7

22B Large Industrial
Firm &;
Interruptible
Transportation

25 General Firm
Transportation

Large Industrial. Service to existing
firm customers to be continued on a
closed schedule.

Basic Charge/mo.

Delivery Charge/GJ

Admin. Charge/mo.

MINIMU CHAGE

$300.00

Suner $0.75
Winter $1,50

$175.00

$475.00/mo.
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1 27 General Basic Charge/mo. I $700.00
2 Interruptible
3 Transportation Delivery Charge/GJ
4 Level 1 Suøer $0.75
5 Winter $1. 20
6
7 Level 2 Suøer $0.70
8 Winter $0.95
9
10 Admin. Charge/mo. $175.00
11
12 MINIMU CHAGE $875.00/mo
13
14

* Franchise Fees to be collected in separate charge

Rate
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REGULATORY CONSOLIDATION

1 1.0 INTRODUCTION
2

3 BC Gas seeks approval for the consolidation of the Lower

4 Mainland, Inland and Columia Divisions for regulatory
5 purposes. That is, that the utility's revenue requirement

6 (exclusive of gas costs) be determined as one regulated entity

7 and not on the basis of three separate divisions. It is the

8 proposal of the Company that once the Commission has
9 determined the overall consolidated revenue requirement that

10 any shortfall in revenue requirement should be recovered

11 through an equal percentage increase to the gross utility
12 margin contained in the rates of all customers (except those

13 to whom special circumstances apply). Consolidation does not

14 seek to adjust the historical rate differentials. Rather,
15 that discussion is left to a separate consideration under the
16 proposed postage stamping of margins ( exclusive of gas costs)
17 discussed in the Application Outline. What is meant by
18 consolidation is that the increases in the overall revenue
19 requirement occurring as a result of changes since 1992 would
20 be spread evenly to all customers as a percentage of gross
21 margin. Consolidation also means the elimination of divisional
22 differences and the adoption of common accounts, common
23 depreciation rates, common accounting policies and common cost

24 of capitaL. This method was directed by the Commission in the

25 1992 BC Gas Revenue Requirement Decision on the basis that

26 consistency and neutrality would be maintained.
27

28 Consolidating the revenue requirement and recognizing the
29 three divisions as one regulated entity will allow BC Gas to
30 capture the additional efficiencies flowing from consolid-
31 ation. Consolidation will recognize the economic reality that

32 BC Gas is one corporate entity which manages its affairs in a
33 consolidated manner. Consolidation reconciles the managerial
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1 conflicts which arise as a result of divisionalizing BC Gas.

2 That is, on a divisional basis management would be required to

3 make decisions on the basis of optimizing for a specific

4 di vision irrespective of the concerns of the others. This can

5 be illustrated through the difficulties in assessing the
6 appropriateness of the company's integrated resource plan

7 (IRP). The efficiency of the plan would be uncertain unless

8 the IRP were reviewed in the context of each indi vidual

9 division. This is clearly neither feasible nor desirable.

10

11 Consolidation enhances the efficiencies and stability in the
12 rates as between all the divisions. The area of stability was
13 discussed at some length in the 1992 Revenue Requirement

14 hearing and is graphically illustrated when Columbia is
15 considered on a divisional and consolidated revenue
16 requirement basis. On a consolidated basis, the 1993 rate
17 increase is 11% expressed as a percent of margin, on a
18 divisional basis 30%.
19

20 In the 1992 revenue requirement proceedings, these
21 efficiencies and benefits were discussed at considerable
22 length in the evidence of Mr. John Butler and BC Gas company

23 wi tnesses. Mr. Butler provided a thorough history of this
24 matter in major Canadian gas utility jurisdictions. He set
25 out how technology in the industry leads to the need, first,
26 for acquisitions and amalgamations and, subsequently, for

27 consolidations in the continuous pursuit of efficiencies. BC
28 Gas is much the same as those outlined in his report, which is
29 attached as Appendix C under this Tab. In addition to the
30 evidence of the Company and that of Mr. Butler, Dr. Waters
31 acting on behalf of the staff of the utilities Commission also
32 acknowledged the benefits of consolidating the divisions of BC
33 Gas. At page 80 of his evidence he states:
34

35 "consolidation may be regarded as the final step in
36 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 remaining 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:

"(1) reduced regulatory expense;

(2) simplification of management;

(3) simple regulatory oversight and savings to the BCUC

and the Company;

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

(5) more flexible use of manpower;

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

(7) more flexibility in the utilization of gas
supplies; and

(8) cost savings from the integration
departments such as marketing and

engineering and safety, planning,

legal and purchasing."

of service

advertising,
maintenance,

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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1 not impede the ability of BC Gas to finance future capital

2 requirements, to continue the existing covenants, or to
3 maintain service at the required levels. The Commission

4 recognized that a financial benefit would accrue to the
5 utility customers as a result of consolidation.

6

7 "While this saving is material, the canvassing of
8 the full impact on all customers is more important.
9 The Commission believes that Phase B Rate Design

10 hearing will provide an appropriate forum for the
11 resolution of the consolidation issue. Therefore,
12 the Commission directs BC Gas to file its cost of
13 service studies on a divisional basis for that
14 hearing. In the interim period, the Company is to
15 maintain divisional rates."
16

1 7 The Commission also found that no one in the hearing favoured

18 the "stand alone" approach or divisional approach. Moreover,

19 the Commission did acknowledge and order that the independent

20 capital structures of the subsidiary utilities, which had been
2 1 accepted in the past on the basis that each separate legal

22 entity had a distinct source of funds and a "stand alone"
23 capital structure, had become extinct with the amalgamation

24 that formed BC Gas. The Commission directed that the BC Gas

25 utility divisions adopt a common capital structure for
26 regulatory purposes. While the Commission emphasized that it

27 did not mean that divisional accounts, rate base, revenue and
28 operating costs should also be terminated, the Commission did
29 approve a consolidated capital structure and ordered that the
30 applicant must address the equitable treatment of the deferred
31 income tax carried in the books of the divisions and other
32 similar distinct and separate accounts unique to any
33 particular division.
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Revised June 25, 1993
2.0 FULLY DISTRIBUTED COST STUDIES

This application, in accordance with the Commission i 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:

($/GJ)
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:

Lower Mainland

Inland
Columbia

PR

$2.060
1. 846
1. 657

($/GJ)
NCD

$1. 859
1.725
1. 615

AED

$1.819
1.682
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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Revised June 25, 1993

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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1 31, 1992 plant balances as contained in the 1993 Revenue

2 Requirement Application Volume 1, reduce the depreciation

3 expense by $1.8 million.

4

5
6

7

8

9

10

11

12

13

14

15

16

17

18

19

20
21

22

23

24 4 . 0 FRACHISE FEES
25

26 There are no franchise fees payable in the Lower' Mainland and
27 Fort Nelson Divisions and, hence, no costs are embodied in the
28 rates of those divisions.
29

30 In the Inland and Columbia Divisions, a 3% franchise fee is

31 payable to cities and municipalities on the amount received by

32 the Company for gas consumed within city or municipal
33 boundaries. The respective average franchise fees are part of
34 the rates applicable to all customers of the two divisions.
35 If, for example, it has been determined that 90% of the Inland

36 division residential revenues are generated within municipal

Division ($ 000)

Lower Fort
Mainland In1 and eo1 umbi a Ne 1 son Total

Exi st i n9 Rates

- Depreci at ion $24,352 $9,352 $978 $1l8 $34,800
- Amort i zat ion ( 526 ) 8.691 -1 ~ (1. 268)

23 . 826 8.691 ~ ~ 33.532

Proposed Rates

- Depree i at ion 22,530 9,356 978 118 32,982
- Amort i zat ion ( 540 ) ( 661 ) -1 -- (1. 278)

2 1. 990 8.695 ~ 98 31.704

Increase (Decrease) S (I. 836) $ 4 $ -- $ 4 S(I.828)

In Appendix B (Pages 7 to 9), there is a description of the
proposed depreciation rate changes.
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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 i s previous year i 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 wi thin 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 wi thin 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

I
i
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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 INCOKE TAX BALCES
DIVISIONS

INL AN COLUMIA

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) Inland
The accumulated Inland 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.

b) Columbia
The accumulated deferred tax balance of $1,559,000 will

be drawn down as follows:

$ 000

i) An amount to be applied in 1993 to deferred

charges in order to eliminate various

accumulated balances under O.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) $ 481

$1. 559
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1 6.0 CONTRIBUTIONS IN AID OF CONSTRUCTION

2

3 contributions in aid of construction result from customer

4 contributions or government grants if construction costs are

5 higher than allowed under the mains extension tests. Also,

6 contributions are received for other reasons, such as highway

7 relocations.
8

9 Since, in every case, contributions are an offset against

10 plant costs, they do not constitute an issue on consolidation.
11 Except for minor differences in the historic divisional mains
12 extension tests, the existence of a substantial balance in the
13 contributions account in one division as opposed to another
14 must be associated with higher plant costs in the former as
15 opposed to the latter. After netting costs and contributions,
16 the divisions would be on a similar footing. Accordingly, BC
17 Gas does not propose any special treatment for contributions
18 in aid of construction on consolidation.
19

20

21 7. 0 DIFFERENCES IN DIVISIONAL POLICIES WITH REGARD TO
22 OPERATION AN MAINTENANCE EXPENSE CHAGED TO CONSTRUCTION
23

24 Consolidation of BC Gas Inc. will not increase the amount of
25 overheads capitalized. The Capitalization Policy will not
26 change. In service areas of the Company, overhead will
27 continue to be capitalized, generally on the basis of labour
28 costs directly charged to capital work. Capitalization ratios
29 which are currently calculated at cost centre levels will be
30 rolled up to higher organizational levels and composites will

31 be determined and utilized. This will simplify the
32 capitalization procedure. For those cost centres providing
33 general and administrative services or corporate direction and
34 management, a composite of the current capitalization ratios
35 will be calculated and applied universally throughout the

36 company.
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DEFERRED CHAGES

Backqround

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

update of the relevant sections to be

consolidation are shown in a similar
Appendix A of this Tab.

including
addressed

fashion
on
in

an

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 respecti ve
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 benef its are accruing in

the di visions, 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 Disposi tion of Deferral Account Balances

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

in Appendix A can be summarized as follows:

Division S 000

i) Lower Mainland $ (771)
ii) Inland (417)

iii) Columbia 505

iv) Fort Nelson ( 128)

Total S (811)

i) Lower Mainland Division

Appendix A, Page 4-03-14

Line No.

1 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.

2 to 11 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 debi t and credi t
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.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15
16

17

18

19

20
21

22

23

24

25
26 ii)
27

28

29

30

31

32

33

34

35

36

13/14

Tab 5
Page 15

Rate Design Phase A - Burrard Interruptible

The disposition of this balance is subject to

resolution of the dispute with B.C. Hydro.

15 VIA/Capacity utilization Credits

16/17

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

addi tions 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

BC Gas proposes that the

balances be closed out

var ious accounts,
debi t and credi t

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.

i v) 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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1 10. 0 CONCLUSION
2

3 In conclusion, BC Gas believes that consolidation is an
4 inevitable step, as, from an operation, financial and cost

5 perspecti ve, the divisions have merged. BC Gas has set out in

6 this application proposals for the reconciliation of the

7 remaining matters. BC Gas requests approval for consolidation

8 in the manner as set out in this application.
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BC GAS INC.
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993
($000)

PAGE 1-03-14

Recorded Amortization Mid-Year
Line Balance Gross less- Net .... -- -- -----_.... -------- Balance Average

No. Particulars Account 12/31/92 Add it ions Taxes Additions Expense Other 12/31/93 1993-_.... -_.... -_........ ------_.... ----- -_.._----- ----------- ---------- -----.._--- --------- ------------ ---------- ---------- ----------
(1 ) (2) (3) (4) (5) (6) (7) (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 1,825 0 0 0 (1,825) 0 0 913
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 - Phase A #279-060/

Rates 10 and 12 #179-073 (1,032) 0 0 0 615 0 (417) (725 )
5 Valley Gas Sales - Margin #279-057 (6,191 ) 0 0 0 6,191 0 0 (3,096)6 Valley Gas Sales Margin -V. I. J. V. #279-061 ( 130) 0 0 0 130 0 0 (65)
7 WE I 1992 Tolls Increase #179-068 4,637 0 0 0 (4,637) 0 0 2,319
8 WE I L i qui d Recovery Servi ce #179-071 904 0 0 0 (904) 0 0 452
9 WEI Fuel Cost Increase #179-072 410 0 0 0 (410) 0 0 205

10 O. I .C. #953/89 Deferrals (Net) #279-027 (614) 0 0 0 933 (319) 0 (307)11 COG/Other Deferra L s Oct. -Dec ./91 #279-030 (244) 0 0 0 289 (45) 0 (122)
12 Revelstoke Propane Cost #279-024 70 0 0 0 (70) 0 0 3513 $0.057 Rider Deferral #279-026 1,387 0 0 0 (1,387) 0 0 694
14 NOVA/ANG 1992 Toll Increase #179-081 39 0 0 0 0 (39) 0 20
15 NOVA 1992 Toll Decrease #279-062 (37) 0 0 0 0 37 0 (19)
16 Intercomany Sales #G-113-91 #179-082 40 0 0 0 0 (40) 0 20
17 AOR Revenue (CNG) #279-018 (29) 0 0 0 0 29 0 ( 15)............_--_.. -----_.._..- ---------- .._-------- ---------.. ---------- ------......- -----_.._--
18 Subtota L (811 ) 2,289 0 2,289 0 (377) 1,101 145

19 Cost of Gas - Phase A
20 - Burrard Interruptible #179-067 (730) (1,000) 0 (1,000) 0 1 ,730 0 (365)
21 VIA/Capacity Utilization Credits #179-070 (5,690) 0 0 0 0 3,66 (2,024) (3,857)
22 Cost of Gas - Ph. A Rates 2501/2 #179-073 0 (1,867) 0 (1,867) 0 0 (1,867) (934)
23 Margin - Phase A #279-060/
24 Rate 10 #179-073 0 (2,419) 0 (2,419) 0 0 (2,419) (1,210)
25 Westar Mining Receivable #179-069 474 50 0 50 (52) 0 472 473
26 Valley Gas Sales - Schedule 23 #279-058 (285 ) 0 0 0 0 285 0 (143)27 Deferred Interest #179-008 1 ,567
28 Market Rebate Incentive
29 - Water Heater Grants * #179-052 720
30 - Multi-Family Space Heating * #179-013 0
31 - Comrcial Fuel Substitution * #179-013 0
32 NGV Convers i on Grants * #179-018 743
33 Conversion Grants - Revelstoke #179-042 (63)
34 local Gas Developmnt * #179-053 6,779
35 Rate Design Costs - Phase B * #179-058 121
36 Revenue Req. Hearing - 1992 * #179-059 134
37 Revenue Req. Hearing - 1993 * #179-059 73
38 Demnd Side Managemnt * #179-063 19
39 Integrated Resource Plan * #179-064 9
40 Appl iance Insurance Program * #179-079 144
41 FNG Deferred Revenue Margin 0
42 B.C. Energy Counci L levy #179-083 367-----------
43 Total Deferred Charges for Rate Base $3,571--------------------

."
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BC GAS INC.
LOWER MAINLAND DIVISION
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993
($000)

LOWER MAINLAND
PAGE 4-03-14

Recorded Amort i zat i on Mid-YearLine Balance Gross Less- Net .......................................... .. Balance AverageNo. Particulars Account 12/31/92 Additions Taxes Addi tions Expense Other 12/31/93 1993.. -_.......... -_........ -_................ --_.. --------- ----------- ---------- ---------- --------- ----------- ---------- ---------- ---_...._---
(1 ) (2) (3) (4) (5) (6) (7) (8) (9) (10)

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. I.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 o. I .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 Subtotal (771 ) 2,289 0 2,289 0 0 1,518 373

13 Cost of Gas - Phase A
14 - Burrard Interruptible #179-067 (730) C1 ,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 2501/2 #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 0 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 - Comrcial Fuel Substitution * #179-013 0

24 NGV Convers i on Grants * #179-018 636
25 Local Gas Developmnt * #179- 053 5,443
26 Rate Design Costs - Phase B * #179-058 96

27 Revenue Req. Hearing - 1992 * #179-059 106
28 Revenue Req. Hearing - 1993 * #179-059 58
29 Demnd Side Managemnt * #179-063 19
30 Integrated Resource Plan * #179-064 9
31 Appliance Insurance Program * #179-079 144
32 B. C. Energy Counc i L Levy #179-083 235-----------
33 Total Deferred Charges for Rate Base $2,233-------------------- i-o~ -ilD II

.. (Q )0
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BC GAS INC.
INLAND DIVISION
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993
($000)

INLAND
PAGE 4-03-14

Recorded Amort i zat i on Mid-YearLine Balance Gross Less- Net .......................................... .. Balance AverageNo. Parti culars Account 12/31/92 Addi t ions Taxes Additions Expense Other 12/31/93 1993.............. -_.... ---_.......... --.... -_.... ---_........- ----------- ---------- ---------- ---------- ------------ ---------- ---------.. ----------
(1 ) (2) (3) (4) (5) (6) (7) (8) (9) ( 10)

1 Cost of Gas - Phase A #179-067 ($354) $0 $0 $0 $354 $0 $0 ($1 n)2 Cost of Gas - Phase A
3 Rates 10 and 12 #179-073 (904) 0 0 0 487 0 (417) (661 )4 Valley Gas Sales - Margin #279-057 (1,300) 0 0 0 1,300 0 0 (650)
5 WEI 1992 Toll Increase #179-068 899 0 0 0 (899) 0 0 4506 WEI Liquids Recovery Service #179-071 189 0 0 0 ( 189) 0 0 957 WEI Fuel Cost Increase #179-072 86 0 0 0 (86) 0 0 43
8 o. I .C. #953/89 Deferrals (Net) #279-027 (364) 0 0 0 364 0 0 (182)9 COG/Other Deferrals Oct.-Dec./91 #279-030 (126) 0 0 0 126 0 0 (63)10 Revelstoke Propane Cost #279-024 70 0 0 0 (70) 0 0 3511 $0.057 Rider Deferral #279-026 1,387 0 0 0 (1,387) 0 0 694----------- ---------- -_......_--..- -_..__........- ._---_.._-- ---------.. ------.._-- ---------..

12 Subtotal (417) 0 0 0 0 0 (417) (416)
13 VIA/Capacity Uti L ization Credits #179-070 (1,205) 0 0 0 0 654 (551 ) (878)
14 Margin - Phase A
15 Rate 10 #179-073 0 (1,102) 0 (1,102) 0 0 (1,102) (551 )
16 Valley Gas Sales - Schedule 23 #279-058 (285) 0 0 0 0 285 0 (143)
17 Deferred Interest #179-008 325

18 Market Rebate Incentive
19 - Water Heater Grants * #179-052 393

20 NGV Convers i on Grants * #179-018 106
21 Conversion Grants - Revelstoke #179-042 (63)22 Local Gas Developmnt * #179-053 1,336

23 Rate Desi gn Costs - Phase B * #179-058 22
24 Revenue Req. Hearing - 1992 * #179-059 24
25 Revenue Req. Hearing - 1993 * #179-059 13
26 B.C. Energy Counci L Levy #179-083 112----------
27 Total Deferred Charges for Rate Base $361--------------------
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BC GAS INC.
COLUMBIA DIVISION
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993
($000)

Recorded
Line Ba lance Gross Less-

No. Particulars Account 12/31/92 Additions Taxes.... -- ---........ --- -- -_.... ----_.._- --------- ----------- ---------- --------..-
(1 ) (2) (3) (4) (5)

1 O.I.C. #953/89 Deferrals (Net) #279-027 $449 $0 $0
2 COG/Other Deferrals Oct.-Dec./91 #279-030 43 0 0
3 NOVA/ANG 1992 Toll Increase #179-081 39 0 0
4 NOVA 1992 Toll Reduction #279-062 (37) 0 0
5 Gas Cost Increase (ING Purchases) #179-082 40 0 0
6 AOR Revenue (CNG) #279-018 (29) 0 0----------- ---------.. -------_..-
7 Subtotal 505 0 0

8 VIA/Capacity Utilization Credits #179-070 15 0 0

9 Westar Mining Receivable #179-069 474 50 0

10 Deferred Interest #179-008 34

11 Market Rebate Incentive
12 - Water Heater Grants * #179-052 41

13 NGV Grants - General * #179-018 0
14 Cost of Gas - NGV #279-028 1

15 Rate Design Cost - Phase B * #179-058 3
16 Revenue Req. Hearing - 1992 * #179-059 4
17 Revenue Req. Hearing - 1993 * #179-059 2
18 B.C. Energy Counci L Levy #179-083 19

-......_----_..
19 Total Deferred Charges for Rate Base $1,098----------------------

COLUMBIA
PAGE 4-03-14

Amort hat i on Mid-Year
Net .... -_........ -_............ --...._- Balance Average

Additions Expense Other 12/31/93 1993------..--- ------------ ---------- ---------- ----------
(6) (7) (8) (9) (10)

$0 $0 ($449,) $0 $225
0 0 (43) 0 22
0 0 (39) 0 20
0 0 37 0 (19)
0 0 (40) 0 20
0 0 29 0 (15)--..--_......- -........_---- ...._------.. _.._-----..- ----------
0 0 (505 ) 0 253

0 0 0 15 15

50 (52) 0 472 473
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BC GAS INC.
FORT NELSON DIVISION
UNAMORTIZED DEFERRED CHARGES AND AMORTIZATION
FOR THE YEAR ENDED DECEMBER 31, 1993
(SOOO)

FORT NELSON
PAGE 4-03-14

Recorded Amort i zat i on Mid-Year
Line Balance Gross Less- Net .......................................... .. Balance Average

No. Particulars Account 12/31/92 Acli t ions Taxes Acli t ions Expense Other 12/31/93 1993---------- -- -_.... ------- --_.... -_.._----- ----------- ---------- ---------- ---------- ------------ ---------- ---------- ----------
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1 o. I .C. #953/89 Deferrals (Net) #179-027 (S130) SO SO SO SO S130 SO (S65 )
2 Misc. Deferrals Oct.-Dec./91 #279-030 2 0 0 0 0 (2) 0 1

3 Subtotal

4 Deferred Interest #179-008

5 Market Rebate Incentive
6 - Water Heater Grants * #179-052

#179-018
#279-028

7 NGV Conversion Grants *
8 Cost of Gas - NGV

9 Rate Des i gn Costs - Phase B *
10 Revenue Req. Hearing - 1992 *
11 Revenue Req. Hearing - 1993 *
12 FNG Deferred Revenue Margin
13 B.C. Energy Counci L Levy

i
14 Total Deferred Charges for Rate Base

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

#179-083

----------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

(128)

4

o o o o 128 o (64)

2

1

(1)

o
o
o
o
1

(S121 )----------------------
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Line
No. Particulars

1 Intangible Plant
2 -----------
3 Utility Plant Acquisition Adjustments
4 Unamortized Conversion Expense
5 organization Expense
6 Other Deferred Charges
7 Franchises and Consents
8 Other Intangible Plant
9 Other Intangible Plant - Lease

10
11 Total Intangible Plant
12
13 Gas Plant Held for Future Use14 -------
15 Structures and Improvements
16 - Frame Bui ldin!1s
17 - Masonry Bui ldings
18 Manufacturing Equipment
19 Gas Holders
20
21 Tota L Gas Plant Held for Future Use
22
23 Manufactured Gas/Local Storage Plant
24 ----------------------
25 Structures and Improvements
26 - Frame 8ui ldings
27 - Masonry Bui ldings
28 Manufacturing Equipment
29 Gas Holders - Manufacturing
3D
31 Total Local Storage Plant
32
33 Storage Plant
34 ------
35 Land and Land Rights
36 Structures & Improvements
37 Gas Ho lders Stora!1e
38 Local Storage Equipment
39
40 Total Storage Plant
41
42 Transmission Plant
43 -------
44 Land and Land Rights
45 Compressor Structures
46 Measuring Structures
47 Other Structures & Improvements
48 - Frame Bui ldings
49 - Masonry Bui ldings
50 - Measur i ng & Regu lat i ng
51 Mains

BCUC
Account II

117
175
178

17901
401
40
402

102

432

433
43

44/441
44
44
449

46/461
46
46
46

465

DEPRECIATION STUDY:
IMPACT OF STANDARDIZATION OF RATES

Depreciation Rate (X)

Ul ING CNG FNG

Proposed
Rates

(X)

1993
Depreciation Expense at Existing Rates

($00)

Ul ING CNG FNG Total

IF Unstipulated
1993

Depreciation Expense at Propsed Rates
($00)

LM ING CNG FNG Total

APPEND IX B
PAGE 1

Total
Increase

(Decrease)- --------- ------- -- ------ ---- ----- ---- ------ ========= -------- ---- - --- ====-== -------

1.00
1.00
1.00
1.00
1.00
1.00

U

O.OO
O.OO
O.OO
O.OO

None
4.00
4.00
4.00

None
U

1.5DX

U
U

1.5DX
2.00

1.00
1.00
1.00
1.00
1. OO
1.00%

Lease Term

3.00X
1.5DX
3.00
2.00%

U
U
U
U

3,OO
1.5DX
3.00
2.00

None
3.00X
3.00
3.00

U
U
U

2,OO

U
U
U
U

U
U
U
U

1.0DX
U
U

U
U
U
U

U
U
U
U

U
U
U
U

None
U

3.DO
3.00

U
U
U

2.00

U
U
U
U

1.00
U
U

1.00
1,OO
1.00
1.00
1.00
1.00

Lease Term

$0
o
o
o
o
o
o

o

$0
1
7
o
1
1
1

10

$0
o
o
o
o
o
o

o
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o
o
o
o
o
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o
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1
7
o
1
1
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o
o
o
o
o
o

o
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o
1
1
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o
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10 o

U
U
U
U

3,OO 0 2 0 0 2 0 2 0 0 2 01.5DX 0 0 0 0 0 0 0 0 0 0 03.00 0 8 0 0 8 0 8 0 0 8 02.00 0 2 0 0 2 0 2 0 0 2 0-- -- --- ------ -------- ------ ----- --- - -- ---o 12 0 0 12 0 12 0:0 12 0

U
U
U
U

3.00
1.5DX
3.00
2.00

U
U
U
U

4,OO
4.00
4.00
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U
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3.00
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U
2.00

3,OO
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3.00
3.00
1.5DX
3.00
2.00

o
o
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DEPRECIATION STUDY: U= Unstipuliited APPENDIX BIMPACT OF STANDARDIZATION OF RATES 1993 1993 PAGE 2
Depreciiition Expense lit Existing RlItes Depreciiition Expense lit Proposed RlItesDeprecilltion RlIte (X) Proposed ($00) ($00) TotiilLine BCUC ------------------- RlItes ------------------------------ ---------------__ IncreiseNo. PlIrticullirs Account /I LM ING CNG FNG (X) LM ING CNG FNG Totiil LM ING CNG FNG Totiil (Decreiise)----------- --------- --- ------- ------ -- ------ ------- ------- ------- ----- ======= ---- ----- ----- ------ ======== --

1 Compressor Equipment 46 U 3.00 U U 3.00 0 180 0 0 180 0 180 0 0 180 02 Meiisuring & Reguliiting Equipment 467-00 3.00 3,OO 3.00 3.00 3.00 156 33 10 0 199 156 33 10 0 199 03 Telemetering 467-10 10.00 10,OO U 10.00 10.00 125 135 0 0 260 125 135 0 0 260 04 Cominiciitions Structures & Equip. 46 10.00 5.00 10.00 10.00 10.00 3 5 0 0 8 3 9 0 0 12 45 Other Triinsiiission Equipment 469 U 5.00 5.00 5.00 5.00 0 1 0 0 1 0 1 0 0 1 06 _ _____ ___ ___ _ ____ ___ __ __7 Totiil Triinsmission Pliint 2,471 1,82 238 21 4,552 2,48 1,826 238 21 4,573 218 _____ ____ ____ ____ ___ ____ __ ___ _____ ___ __
9 Distribution Pliint
10 --11 LlInd IInd LlInd Rights 470/471 None None None None 0 0 0 0 0 0 0 0 0 0 012 Structures IInd Improeients 4'12 3.0013 - Leiisehold Alteriitions U Leiise Term Leiise Term U 0 37 2 0 39 0 37 2 0 39 014 - Friime Buildi'!s 3.00 3.00 3.00 3.00 3.00 4 29 8 2 43 4 29 8 2 43 015 - Ilsonry Build1ngs 1.5OX 1.5OX 1.5OX 1.5OX 1.5OX 2 124 6 0 132 2 124 6 0 132 016 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 Regullltors & Meter Instiilliitions 474 3.00 3.00% 3.00 3.00 3.00 429 547 41 3 1,020 429 547 41 3 1,020 018 Miiins 475 2.00 2.00 2.00 2.00 2.00 7,105 1,623 143 15 8,88 7,105 1,62 143 15 8,88 019 NGV Compressor Equipment 476 U 6.67% 6.67% 6.67% 6.67% 0 203 29 12 244 0 203 29 12 244 020 Compressed NlIturlil GIs 47621 - Commerciiil ClIrdlock Stiition 2O.00 U U U 20.00 16 0 0 0 16 16 0 0 0 16 022 - All Other 5,OO U U U 5.00 143 0 0 0 143 143 0 0 0 143 023 Meisuring IInd Regulllting Equipment 477-00 3.00 3.00 3.00 3.00 3.00 394 286 38 3 721 394 286 38 3 721 024 Teleaitering 477-10 10.00 10.00 U U 10.00 3 101 0 0 104 3 101 0 0 104 025 Meters 478 3.00 3.00 3.00 3.00 3.00 1,921 519 59 4 2,503 1,921 519 59 4 2,503 026 Other Distribution Equipmt 479 U U 5.00 3.00 4.00 0 0 0 1 1 0 0 0 1 1 027 ___________________28 Totiil Distribution Pliint 15,90 4,926 46 61 21,356 14,078 4,926 463 61 19,528 (1,828)29 ___ _____ _____ ______ ____ _____ __ ____ ____ ___
30 Generiil P liint
3132 llnd IInd llnd Rights 48/481 None Noe None Noe 0 0 0 0 0 0 0 0 0 0 033 St ructures & Improveiients 4134 - Leiisehold Alteriitions Leiise Term Leiise Term Leiise Term Leiise Terii 254 129 6 1 390 254 129 6 1 390 035 - Friime Buildings 3.00 3.00 3.00 3.00 3.00 0 0 0 4 4 0 0 0 4 4 036 - Ilsonry Buildings 1,5OX U 1.5OX 1.5OX 1.5OX 0 0 0 0 0 0 0 0 0 0 037 - Lochburn Admin. WlIrehuse 1.5OX U U U 1.5OX 77 0 0 0 77 77 0 0 0 77 038 - All Other 3.00 U U U 3.00 183 0 0 0 183 183 0 0 0 183 0
39 Offi ce Furniture IInd Equipment 4840 - Friiser VlIlley/Lochburn/LNG 5.00 U U U 5.00 120 0 0 0 120 120 0 0 0 120 041 - Computers - SOftwlIre/LNG/Misc./HirdwlIre 20.00 20.00 20.00 20.00 2O.00 1,48 268 32 5 1,785 1,48 268 32 5 1,785 042 - Micro-Compter Systems 12.52% U U U 12,5OX 332 0 0 0 332 332 0 0 0 332 043 - Compter Assisted Ilppinii System 22.66% U U U 12.5OX 34 0 0 0 34 19 0 0 0 19 (15)
44 - EDP SoftWlre I Equipiient/ Corp. Div. SoftwlIre 12.5OX 12.5OX 12.5OX 12,5OX 12.5OX 1,708 953 69 7 2,737 1,708 953 69 7 2,737 045 - All Other U 5.00% 5.00 5.00 5.00 0 174 4 1 179 0 174 4 1 179 046 Triinsportlltion Equipment 48 15.00 15.00 15.00 15.00 91 12 103 0 0 91 12 103 047 - Speciiil Work Equipment 5.5OX 15.00 U U 15.00 0 695 0 0 695 0 695 0 0 695 048 - Triiilers & Corporllte Triins. Equipment 10,OO 10,OO U U 15.00 12 1 0 0 13 17 1 0 0 18 5 ;p

"'"'
ro~::
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Heavy Work Equipment
Tools and Work Equipment
- Engineering Services
- Genera L

Roas, Trai ls and Sinll BridgesCoiiunication Equipment 48
- Telemetry Equipment & Corporate Allocation
- Other Structures & Equipnent
- Gas Supervisory System
- "i crowave
- Radio
- Telephone

Equipnent on Customers' Premises
- VRA Compressor
- VRA COIpressor Installation Cost

Stores P1aterial, Capital
Other General Equipment
"i sc. Equi pment and NGV Compressors
Patterns, Dies, "aulds

LineNo. Parti culars------------------------.----
,

1 General Plant Contd...
2 -
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25 Other
26 Byron Creek Trans. & Distrib. Plant
27
28
29
30
31 Allowance for funds used during const.
32 Unc lass if i ed Plant
33 Plant Suspense
34
35
36
37
38 Contributions in aid of construction39 ------
40 Computer Software Tax Credit
41 NGV Vehicle Grants
42 NGV Compressor Grants
43 Leasehold Alterations
44 A laska Highway Proj ect
45 Routine Contributions
46 Furniture Acquisitions
47 Government Programs
48
49
50

Total General Plant

Total Other

GRAND TOTAL

Total CIAOC

BCUC
Account /I

485
48

487
487-XJ
487-XJ

489
489
489
489

461/465/471
4'1/4'1

497
498
499

211

DEPRECIATION STUDY:
I"PACT OF STANDARDIZATION OF RATES U= Unstipulated APPENDIX B

PAGE 3

Total
- Increase

(Decrease)

Depreciation Rate 00

1993
Depreciation Expense at Existing Rates

($00)
1993

Depreciation Expense at Propsed Rates
($00)Proposed

Rates
exL" ING CNG FNG IJ ING CNG TotalFNG LPI ING CNG FNG Tota L-- ------- -------- ----- ----- --- ---- ------ ------- ========= -------- ----- --- - ====== --

5.00 5.00 5.00 5.00 5.00 5 83 7 1 96 5 83 7 1 96 05.00 5,OO 5.00" 5.00 5.00 254 147 14 4 419 254 147 14 4 419 015.00 U U U Delete 0 0 0 0 0 0 0 0 0 0 05.00 U U U Delete 0 0 0 0 0 0 0 0 0 0 02.5OX U U U De lete 0 0 0 0 0 0 0 0 0 0 05.00 5.00 5.00 8 1 9 0 0 8 1 9 0
U 10.00 10.00 U 10.00 0 1 0 0 1 0 1 0 0 1 05.00 5.00" U U 5.00 66 61 0 0 127 66 61 0 0 127 010.00 U U U 10.00 0 0 0 0 0 0 0 0 0 0 05.00 U U U 5.00 0 0 0 0 0 0 0 0 0 0 010.00 U U U 10.00 423 0 0 0 423 423 0 0 0 423 05.00 U U U 5.00 0 0 0 0 0 0 0 0 0 0 05.00 5.00 5.00 5.00 5.00 111 12 0 0 123 111 12 0 0 123 010.00 10.00 10.00 10.00 10.00 37 13 2 0 52 37 13 2 0 52 033.33" 33.33" 33.33" 33.33" 33.33" 48 22 3 0 73 48 22 3 0 73 0O.OO U U U Delete 0 0 0 0 0 0 0 0 0 0 05.00 U 5,OO 5.00 5,OO 0 0 0 0 0 0 0 0 0 0 05.00 U U U Delete 0 0 0 0 0 0 0 0 0 0 010.00 U U U Delete 0 0 0 0 0 0 0 0 0 0 0--- --- -- ----- ------ ---- ---- - - ---

5,144 2,559 236 36 7,975 5,134 2,559 236 36 7,965 (10)- - -- --- ---- ---- --- - - ---
U U 5.00 U 5.00 0 0 41 0 41 0 0 41 0 41 0- - -- --- ----- --- ---- --- - --- ---

0 0 41 0 41 0 0 41 0 41 0- - -- --- ------- ------ --- -- ---
O.OO U U U O,OO 0 0 0 0 0 0 0 0 0 0 02.37% 2.2OX 2.2OX U 2.2OX 13 1 0 0 14 12 1 0 0 13 (1O.OO U U U O.OO 0 0 0 0 0 0 0 0 0 0 0- - --- --- ----- ---- --- -- --

$24,352 $9,351 $978 $118 $34,799 $22,530 $9,355 $978 $118 $32,981 ($1,818)===== =----- ------- ===== ======= ========= =-----= ------== ---- ======= =--===

12.5OX 12.50" 12.5OX 12.5OX 12.5OX 385 103 13 2 503 385 103 13 2 503 0
U 15.00 15.00" 15.00 15.00 0 8 0 0 8 0 8 0 0 8 0. U 6.67% 6.67% 6.67% 6.67% 0 33 3 4 40 0 33 3 4 40 0
U Lease Term U U 0 25 0 0 25 0 25 0 0 25 0U U U 2.00 Delete 0 0 0 0 0 0 0 0 0 0 02.00 2,2OX 2.2OX 3.00 2.2OX 141 249 22 13 425 155 249 22 9 435 10
U 5.00 U U 5.00 0 6 0 0 6 0 6 0 0 6 0 ;iU 2.2OX 2.2OX 2.2OX 2.2OX 0 237 19 5 261 0 237 19 5 261 0 :g--- - - --- ------- --- -- -- - --- ---- CD$526 $661 $57 $24 $1,268 $540 $661 $57 $20 $1,278 $1~ 5.

=----- ==== ===-== ====== ==== ====--=== ===== ====== =--= ======== ==~ ...
CD X
wo:



Line
No. Part i cu lars

1 Intangible Plant
2 ----------------
3 Uti L ity Plant Acquisition Adjustments
4 Unamortized Conversion Expense
5 Organization Expense
6 Other Deferred Charges
7 Franchises and Consents
8 Other Intangible Plant
9 Other Intangible Plant - Lease

10
11 Total Intangible Plant
12
13 Gas Plant Held for Future Use
14 -------------------------
15 Structures and Improvements
16 - Frame Sui ldings
17 - Masonry aui ldings
18 Manufacturing Equipment
19 Gas Holders
20
21 Total Gas Plant Held for Future Use
22
23 Manufactured Gas/Local Storage Plant
24 ------------------
25 Structures and Improvements 432
26 - Frame Sui ldings
27 - Masonry Sui ldings
28 Manufacturing Equipment 433
29 Gas Holders - Manufacturing 434
30
31 Total Local Storage Plant
32
33 Storage Plant
34 ---------
35 Land and Land Rights
36 Structures & Improvements
37 Gas Holders Storage
38 Local Storage Equipment
39
40 Total Storage Plant
41
42 Transmission Plant
43 ------------------
44 Land and Land Rights
45 Compressor Structures
46 Measuring Structures
47 Other Structures & Improvements
48 - Frame aui ldings
49 - Masonry aui ldings
50 - Measuring & Regulating
51 Mains

FORECAST PLANT BALANCES FOR BC GAS INC.
AS AT JANUARY 1, 1993

(~OO

APPENDIX B
PAGE 4

BCUC
Account II

Forecast Plant Balance 01/01/93

LM ING FNG TotalCNG
----------- --------- --------- --------- --------- ===========

117 SO SO SO SO $0
175 0 109 0 0 109
178 0 728 0 o , 728

179-01 0 0 0 0 0
401 0 94 5 0 99
402 0 63 0 0 63
402 0 85 0 0 85

--------- --------- --------- --------- -----------

0 1,079 5 0 1,084
--------- --------- --------- --------- -----------

102

0 47 0 0 47
0 17 0 0 17
0 274 0 0 274
0 111 0 0 111

------- --------- --------- --------- -----------

0 449 0 0 449
------ --------- --------- --------- -----------

0 0 0 0 0
0 336 0 0 336
0 316 0 0 316
0 341 0 0 341

------- -------- --------- --------- -----------

0 993 0 0 993
--------- --------- --------- --------- -----------

...

440/441 897 0 0 0 897
442 1,510 0 0 0 1,510
443 9,218 0 0 0 9,218
449 9,733 0 0 0 9,733

--------- --------- --------- --------- -----------

21,358 993 0 0 22,351
--------- --------- --------- --------- -----------

460/461 20,463 2,887 294 6 23,650 ;i462 0 765 0 0 765 '0
463 1,132 150 41 0 1,323 '0

II
46 96 7 103 ::

c-
O 0 0 7 7 x
0 0 0 0 0 :r0 0 0 0 0

465 108,508 71,852 11,327 1,047 192,734 ."
'"

(Q
II
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FORECAST PLANT BALANCES FOR BC GAS INC.
AS AT JANUARY 1, 1993
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Line
No. Parti culars

BCUC
Account #

Forecast Plant Balance 01/01/93

LM ING CNG FNG Total
----------- --------- --------- --------- --------- ===========1 Co~pressor Equipment 466 0 5,992 0 0 5,9922 Measuring & Regulating Equipment 467-00 5,204 1,106 337 10 6,6573 Telemetering 467-10 1,254 1,349 0 0 2,603

4 Communications Structures & Equip. 468 29 94 0 0 1235 Other Transmission Equipment 469 0 19 0 0 \ 196 --------- --------- --------- --_______ ___________
7 Total Transmission Plant 136,590 84,310 12,006 1,070 233,976
89 Distribution Plant --------- --------- --------- --------- -----------
10 ----------------
11 Land and Land Rights 470/471 $17 $1,141 $131 $20 $1,30912 Structures and Improvements 47213 - Leasehold Alterations 0 213 37 0 25014 - Frame Bui ldings 140 951 270 57 1,41815 - Masonry Bui ldings 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 34,01318 Mains 475 355,220 81,136 7,150 732 44,238
19 NGV Compressor Equipment 476 0 3,041 432 186 3,65920 Compressed Natural Gas 476 '.. 0
21 - Commercial Card lock Station 81 0 0 0 8122 - All Other 2,865 0 0 0 2,865
23 Measuring and Regulating Equipment 477-00 13,132 9,523 1,271 97 24,02324 Telemetering 477-10 33 1,012 0 0 1,04525 Meters 478 64,044 17,287 1,963 145 83,43926 Other Distribution Equipment 479 0 0 5 26 3127 ------- -------- --------- ------___ ___________
28 Total Distribution Plant 653,031 213,658 19,904 2,419 889,01229 ------- -------- --------- _________ ___________
30 Genera L Plant
31 ------------32 Land and Land Rights 480/481 3,798 0 0 1 3,79933 Structures & Improvements 48234 - Leasehold Alterations 731 1,908 0 0 2,63935 - Frame Bui ldings 0 0 0 148 14836 - Masonry Bui ldings 0 0 1 0 137 - lochburn Admin. Warehouse 5,164 0 0 0 5,16438 - All Other, 6,105 0 0 0 6,105
39 Office Furniture and Equipment 48340 - Fraser Valley/Lochburn/lNG 2,408 0 0 0 2,408
41 - Computers - Software/LNG/Misc./Hardware 7,404 1,338 158 23 8,92342 - Micro-Computer Systems 2,648 0 0 0 2,6443 - Computer Assisted Mapping System 149 0 0 0 14944 - EDP Software & Equipment/Corp. Div. Software 13,665 7,626 555 58 21,904 ~45 - All Other 0 3,477 86 25 3,588 ~46 T.ransportation Equipment 484 609 78 687 ~47 ' - Special Work Equipment 0 4,633 0 0 4,633 n48 - froi lers & Corp. Transportation Equipment 116 5 0 0 121 x

ro
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DEPRECIATION RATE' CHANGES

ADD. B

Paqe Line

1 46 Account 463

- Transmi ss ion

Measuri ng Structures

2 4 Account 468

- Transmi ss ion

Communi cat ions

Structures and

Equ i pment

2 16 Account 473

- Distribution Services

2 42 Account 483

- Mi cro Computer
Systems

Appendix B
Page 7

Division
.. ING CNG FNG

Proposed
Common

Rate

1 . 5% 3 .0% 3 . 0% 3 . 0% 3.0%

It is proposed that the LM rate for

structures be increased to the same

3% level of measuring and regulating

equi pment housed by the structures

and al so to bri ng the rate in 1 i ne

wi th the pract ice in the other
Divisions.

10.0% 5.0% 10.0% 10.0% 10.0%

The increase in the ING rate to 10%

brings that Division in line with

the other three.

2.9% 2.0% 2.0% 2.0% 2.0%

The proposed decrease in the LM rate

to 2.0% bri ngs the pract ice of that

Division in 1 ine with the other
three, caus i ng a cost reduct i on of

$1.8 million.

12.52% U U U 12 . 50%



DEPRECIATION RATE CHANGESCCont' d)

ADD. B

Paqe Line

2 43 Account 483

- Computer Ass i sted
Mappi ng Systems

2 48 Account 484

- Speci a1 Work

Equ i pment

2 48 Account 484

- Tra i 1 ers and Corp.
Transportat ion
Equ i pment

Append i x B
Page 8

Division
-- I NG CNG FNG

Proposed
Common

Rate

22.66% U U U 12 . 50

The adjustment in the above rates is

intended to bri ng them in 1 i ne wi th
the Company's rate for Corporate

Division Software (Line 44), which

compri ses the majority of the assets

in that category.

5 . 5% 15 . 0% U U 15.0%

10.0% 10.0% U U 15.0%

The intent of the adjustments is to

bri ng the rate for all types of
transportation equipment to one

common 1 eve 1 .



DEPRECIATION RATE CHANGES (Cont' dl

ADD. B
Paqe Line

3 32 Uncl assi fied PL ant

Account 498

3

Contributions in Aid
of Construct ion
Account 211

45 -Routine Contributions

Append i x B
Page 9

Division
-l ING CNG FNG

Proposed
Common

Rate

2.37% 2.20% 2.20% U 2.2%

The make-up of the balance in the
plant accounts to wh i ch th is
depreciation rate would be appl ied
wi 11 vary from year to year
depending on the type of asset which
is temporari 1 y suspended in Account
498, most likely over or under
all ocat i on of ope rat i ng and
ma i ntenance costs charged to
construction. An average common
depreciation rate will simplify the
determi nat i on of the depreci at ion
expense rel ated to thi s temporary
situation.

2 . 0% 2 . 2% 2 . 2% 3 . 0% 2.2%

The intent of ra is i ng the common

rate to 2.2% is to recogn i ze the

fact that a port i on of cont ri but ions

received is not solely for main
extensions (2%), but al so for
a 1 terat ions due to highway
relocations etc. which would include
plant depreciated at 3%. The rate
of 2.2% is the approximate weighted
average of deprec i at i on rates
appl icable to Accounts 465, 473 to
475, 477 and 478.
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BC GAS INC.

WRITTEN EVIDENCE OF

JOHN' C. BUTLER

Q. Mr. Butler, please identify yourself.

A. I am John C. Butler. I am Vice President, Consul ting

with A. E. Sharp and Associates Ltd. My curriculum
vi tae is appended to this evidence.

Q. Are you the author of the report which follows this

evidence?

A. Yes.

Q. What did BC Gas Inc. ask you to address for the

purposes of the Company i s revenue requirements

application?

BC Gas requested that I review matters relating to

regulation of the gas utility operations of the Company

on a consolidated basis. I have done so in my report.

The report examines the regulatory practice in other

provinces, the basis for the current divisions of BC

Gas, the benefits and disadvantages of consolidation,

and recommends that the regulation of BC Gas should be

on a consolidated basis.

Do you adopt your report as your evidence in this

proceeding?

Yes, I do.



Appendi x C

Page 2

- 2 -

1 Q. Does that complete your evidence?

2

3 A. Yes.
4

5

6

7

8

9
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11

12
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14

15

16

17
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REGULATION OF BC GAS INC.

ON A

CONSOLIDATED BASIS

Prepared By
J .C. Butler
Vice President, consulting
A.E. SHAP AN ASSOCIATES LTD
Toronto
ontario, Canada.
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1

1 EXECUTIVE SUMY
2

3 BC Gas Inc. was formed through an amalgamation of
4 four British Columia gas distributors. In its first
5 application to the British Columbia utilities Commission for

6 amended rates, it has used consolidated data in determining

7 the revenue requirement. BC Gas believes that it should be

8 regulated on a consolidated basis and this Report examines

9 the practice in other Provinces, the basis for the current

10 divisions, the benefits and disadvantages of consolidation,
11 and offers conclusions and recommendations.

12

13 Regulation on a consolidated basis would require
14 the BCUC to approve all of the components for determination

15 of the revenue requirement on the basis of consolidated data

16 for the Company's utility operations.

17

18 In examining practices in other provinces the
19 utilities, legislation and regulatory process was reviewed

20 to find regulatory proceedings that could be compared to

21 this application. It was found that Manitoba and Ontario

22 were reasonably similar, and that sufficient information for
23 the required comparison was available.

24

25 The history of BC Gas, and the legislation dealing
26 with the regulatory control from formation to the end of
27 September 1991 is reviewed. This confirms that the
28 Lieutenant Governor in Council had the rights and
29 responsibility for regulation and that those rights and
30 responsibili ties were exercised. It also notes that there
31 is legislation preventing a review or reconsideration of the

32 actions of the LGC during that period.

SB-227C.OSK
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2

The Report provides details of a number of

relevant regulatory proceedings in Manitoba and Ontario, to

demonstrate that the Boards in those provinces:

- imposed no schedule for integration, amalgamation

or consolidation,

- accepted regulation on a consolidated basis when

requested by the utility, and

- took comfort from the ongoing jurisdiction over

rates since this allows scrutiny of future actions

of the utility during rate applications.

The examination of the benefits and disadvantages

of consolidation demonstrates that the current boundaries of

the BC Gas Divisions, which are those of the four companies

that were amalgamated, have little relevance under current

circumstances, that BC Gas is no longer recognizing the four

Divisions for operational purposes, and that further changes

in the boundaries could occur.

A list of eight areas are identified, where

potential benefits could result from acceptance of

regulation on a consolidated basis. These will all result

in savings, mainly in accounting and regulatory expense,

that will flow through to the customers of BC Gas. Two

possible disadvantages are identified but since ..these are
within the control of the BCUC it is concluded that they

should not influence the decision as to the regulatory

treatment of BC Gas.

The Report concludes that there is no valid reason

for separate accounts for each Division of BC Gas and

recommends that the BCUC should indicate that such

SB-227C.OSK
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3

1 separation is no longer necessary and direct BC Gas to amend

2 its accounting practices accordingly.

3

4 The Report also concludes that the overall benefit
5 strongly supports regulation on a consolidated basis and

6 recommends that, commencing with this proceeding, BC Gas

7 should be regulated on a consolidated basis for the

8 determination of the revenue requirement.

SB-227C.OSK
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4

1. INTRODUCTION

BC Gas Inc ("BC Gas" or "the Company") was formed

on July 1, 1989 through the amalgamation of four companies

and, until the end of September 1991, it was regulated by

the Lieutenant Governor in Council (the "LGC"). Commencing

October 1, 1991, the British Columbia utilities Commission

(the "BCUC") assumed full regulatory responsibilities with

respect to BC Gas.

As a result, the current application to the BCUC

for the approval of amended rates, is the first opportunity

for the BCUC to determine the revenue requirement for BC

Gas. In its application, BC Gas has calculated its revenue

requirement on the basis of consolidated data, not on a

Divisional basis. This is consistent with the position of

BC Gas, which is that the Company should now be regulated on

a consolidated basis, rather than each Division being

regulated separately.

Regulation on a consolidated basis will require

the BCUC to approve a consolidated budget and forecast as

the basis of the cost of service for the Company as a whole.

A single rate base would also be approved by the BCUC,

together with a common capital structure, a rate of return

of return on equity, and one rate of return on rate base.

From these the revenue requirement for the Company would be

determined.

The purpose of this Report is to provide

information on the experience in other provinces with

respect to regulatory treatment following amalgamation, to

consider the benefits and disadvantages of consolidation,

SB-227C.OSK
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5

and to offer conclusions and recommendations, based on the

experience of the author, for ~onsideration by the BCUC in

deciding on the appropriate regulatory treatment of BC Gas.

It is recognized that there can be some confusion

with respect to the use of the words "integration",

"amalgamation" and "consolidation". For purposes of this

Report;

zntegration will refer to a centralising or merging

of certain operations of the utility,

such as purchasing, engineering or

planning, so that one department can

provide services to other regions or

divisions,
Amalgamation refers to the legal combination of two

or more companies into one corporate

enti ty, and
Consolidation refers to the consolidation of the

budgets, forecasts or projections and

other data obtained from a number of

regions or divisions.

2. THE HZSTORY OF BC GAS ZRC.

BC Gas Inc. was formed on July 1, 1989, through

the amalgamation of, Inland Natural Gas Co. Ltd. ("Inland"),

Columbia Natural Gas Ltd ("Columbia"), and Fort Nelson Gas

Ltd. ("Fort Nelson") with B.C. Gas Inc. ("B.C.G. "). Prior

to that date, although each of the four natural gas

distribution companies had a separate corporate identity,

SB-227C.OSK
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6

some integration of the., operations of these companies had

taken place. ~s a result of the amalgamation the four

systems became divisions which are referred to as:

B.C.G.
Inland
Columia
Fort Nelson

- the Lower Mainland Division,

- the Inland Division,

- the Columia Division, and

- the Fort Nelson Division.

The events leading to and subsequent to the

amalgamation that are of significance to this Report are as

follows:

July 15, 1988 Bill 45-1988, The Hydro and Power

Authori ty Privatization Act, came

into force through Regulation No.

273/88. This Act authorized the
privatization of the Lower Mainland

Division of BC Hydro and Power

Authority, permitting the sale to

Inland.

September 29, 1988 Agreement entered into between the

Province and Inland, Columbia and

Fort Nelson that froze all rates

for the sale of gas by the three

distributors until the end of

September 1991, except for changes

in certain identif ied expenses.

September 30, 1988 Order In Council ("OIC") 1823/88 -

Authorized the transfer of all

shares of B.C.G. (previously the

SB-227C.OSK
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1

2
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33

Lower Mainland Gas Division of B. C.
Hydro) to Inland.

September 30, 1988 OIC 1824/88 - Confirmed the

September 29th Agreement and

exempted Inland, Columbia and Fort

Nelson from certain provisions of

the utili ties Commission Act in

respect of transactions related to

the acquisition of B. C. G.

September 30, 1988 OIC 1830/88 - Established the rate

base of B.C.G. as of July 16, 1988,

for rate-setting and other

purposes, depreciation rates,

capital cost allowance, notice

requirements for changes in costs,

deferral accounts, and other

matters related to the B. C. G. rate

freeze.

May 5, 1989 OIC 681/89 - Approval was given to
the amalgamation of Inland,

Columbia and Fort Nelson with

B.C.G.

June 29, 1989 OIC 953/89 - Rescinded OIC 1824/88,

repealed sections 4 to 11 and

schedule 2 of OiC 1830/88 and,

through an appendix, effectively

extended the conditions from OiC

1830 to each of the four BC Gas

Divisions for the period from July

SB-227C.OSK
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1 1, 1989 until the end of September2 1991.
3

4 Section 18 of The Hydro and Power Authori ty
5 Privatization Act resulted in the regulatory

6 responsibilities with respect to B.C.G., as contained in the

7 utili ties Commission Act and the Gas utili ty Act, being

8 transferred from the BCUC to the LGC.

9

10 OIC 1824/88 confirmed the rate freeze for Inland,
11 Columbia and Fort Nelson and, as a result, there were no
12 rate applications to the BCUC from these companies between

13 September 30, 1988 and the amalgamation on July 1, 1989.

14 OIC 953/89 ensured that from July 1, 1989 to the end of
15 September 1991, BC Gas and its four divisions were regulated
16 by the LCG. During this period, all the rights, powers,
17 obligations, duties and functions of the BCUC under the

18 utili ties Commission Act and the Gas utili ty Act had been

19 transferred to the LGC.
20

21 The effect of the above legislation and the OICs
22 has been, therefore, that B.C.G. (the Lower Mainland),
23 Inland, Columbia, and Fort Nelson, either as separate
24 companies or as Divisions of BC Gas, have effectively been
25 regulated by the LGC from the date of the acquisition of
26 B. C. G. by Inland unti 1 the end of september 1991.
27

28 Section 22 of the Hydro and Power Authority
29 Privatization Act states that sections 12 to 15 and 18 to 20
30 are repealed on October 1, 1991, effectively transferring
31 all of the regulatory powers and responsibilities from the

32 LGC to the BCUC. It also states that the BCUC:
33
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.. . . . shall not on or after the date of that repeal
(a) review or reconsider a certificate, order,

approval, rule, regulation endorsement or

decision under the utilities Commission Act

or the Gas utility Act made before that date

by the Lieutenant Governor in Council in

exercising any of the rights and powers and

in performing any of the obligations, duties

and functions given to him under this

Division, or

(b) exercise its powers under section 114 of the
utili ties Commission Act in respect of

anything done before that date by the

Lieutenant Governor in Council in exercising

any of the rights and powers and in

performing any of the obligations, duties and

functions given to him under this Division

except in accordance with terms of reference that

the lieutenant Governor in Council may by order

specify. ..

Based on the above it has been assumed that the

approval of the amalgamation of the four companies, and

other actions of the LGC during the above mentioned period,

will be accepted by the BCUC.
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3. AMGAMTIONS , CONSOLIDATIONS IN OTHER PROVINCES

3. 1 BACKGROUN

All business enterprises face continual change as

the companies that are active in an industry make

adjustments to meet changes in the markets that they serve.

The gas industry is no exception, as evidenced by the many

changes that have taken place throughout its history.

Probably the most important change in the industry, however,

resulted from the technological developments that allowed

high pressure pipelines to be constructed that would safely

transport natural gas over long distances. This resulted in

the construction in the 1950' s of the Westcoast system in

British Columbia to bring gas to markets in the interior and

the lower mainland area and in TransCanada PipeLine Ltd

("TCPL") constructing a pipeline system to carry natural gas

from Alberta to serve the markets in Manitoba, ontario and

Quebec, (sometimes referred to as the "consuming

provinces") .

Prior to the arrival of natural gas in these

market areas, the gas industry consisted of a few companies

distributing either, locally produced natural gas, with some

propane or manufactured gas in the more densely populated

areas. For a short time prior to western Canadian natural

gas becoming available in the consuming provinces through

the TCPL system, a relatively small amount of natural gas

was imported from the USA into southwestern ontario. The

arrival of significant quantities of low cost natural gas

created an opportunity for the companies already

distributing gas to expand their franchised areas and for

new companies to be formed to serve new areas which now
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Appendix C

Page 15

11

1 became economic. However, the need for capital and other

2 problems ultimately resulted in most of the smaller

3 companies being absorbed or purchased by the larger, better

4 financed companies. The result is that today the vast

5 majority of natural gas distributed to consumers in British

6 Columbia, Manitoba, Ontario and Quebec is through 6 major.

7 companies. British Columbia has 3 major distributors,

8 Manitoba has one natural gas distributor, Ontario has three

9 major distributors, (one of which is a sister company to a

10 BC distributor and the Manitoba distributor) two municipal
11 utili ties and a few small local systems. Quebec has one

12 major and one small distributor.
13

14 Changes in ownership or control of a corporation
15 mayor may not benefit the consumer but, where the consumer
16 has a choice of supplier, market forces will determine the
17 success or failure of each company operating in a particular
18 industry. Canadian natural gas distributors, however, are

19 generally investor-owned monopolies, and as such, the
20 provinces in which ownership or control of these
21 distributors could be an issue have required that prior
22 approval be obtained for proposed changes in ownership or
23 control. Responsibility for the approval process is usually

24 delegated by legislation to the provincial regulatory
25 authori ty .
26

27 As noted above the provinces of Manitoba, Ontario
28 and Quebec are generally known as the consuming provinces,

29 whereas British Columbia, Alberta, and Saskatchewan, since

30 they produce gas in excess of internal demand, are generally
31 referred to as the "producing provinces".
32
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1 In developing this Report the gas distributors in
2 the consuming and producing provinces were examined. to

3 identify those that could be considered as comparable to BC

4 Gas. An examination was also carried out of the legislation
5 and regulatory process in the provinces in which comparable

6 utilities were located, to determine if the regulatory

7 jurisdiction is similar to that of the BCUC, specifically

8 wi th respect to ownership or control of natural gas and the

9 rates charged by such utili ties.
10

11 -The examination of the gas distributors indicated
12 that those in Quebec and Saskatchewan involve public

13 ownership or pUblic funds and as such they were not
14 comparable with BC Gas. These provinces were eliminated.

15

16 The examination of legislation indicated that the
17 BCUC, the Manitoba Public utilities Board (the "MPUB") and
18 the Ontario Energy Board (the "OEB") each has jurisdiction
19 wi th respect to changes in control and/ or ownership of a gas
20 distributor and over the rates that the gas distributor can
21 charge for the sale of gas. It was considered, therefore,
22 that the experience in Manitoba and Ontario could be of

23 value to the BCUC in this proceeding.
24

25 It was r~cognized that amalgamations and
26 consolidations had taken place in Alberta but, since it
27 appeared that the Alberta experience would add little to
28 that of Manitoba and Ontario, Alberta was not included in

29 the examination. An additional reason for restricting the
30 examination to Manitoba and Ontario was that some of the
31 regulatory proceedings dealing with the results of
32 consolidations are very recent and as such, were considered
33 to be more relevant.

SB-227C.OSK



Appendi x C

Page 17

13

The examination also included a review of the

process or sequence of events for tne Manitoba and ontario

utilities in the acquisition, integration of operations,

amalgamation and subsequent consolidation, to determine if

there were any significant differences to the BC Gas

sequence of events. In the absence of signifi~ant

differences, it was concluded that the experience in those

proceedings could be helpful to the BCUC in considering the

appropriate regulatory treatment for BC Gas.

As noted above, the BCUC, the MPUB and the OEB,

each have jurisdiction over ownership or control of the gas

distributors and also over rates. As such, a Decision,

Report or Order approving a change of ownership or control

need not deal explicitly with the total impact of the change

since the changes resulting from the integration of

operations, amalgamation or consolidation, will be subject

to further regulatory scrutiny when the utility seeks

approval of proposed rate changes.

It is recognized that the MPUB and the OEB could

condition an Order approving an acquisition or an

amalgamation, requiring the utility to follow a specific

schedule and process for integration of operations and for

con$olidation. The review of the Manitoba and Ontario

Decisions, Reports and Orders included, therefore, those

proceedings that dealt with the approval of acquisitions and

amalgamations, to determine if such conditions had been

attached. The proceedings dealing with the determination of

revenue requirement subsequent to an amalgamation or

consolidation were also reviewed.
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MAITOBA

Amalgamations and Consolidations

The history of the most significant changes in the

ownership of gas distributors in Manitoba since the arrival

of natural gas is as follows:

1956

1965

1976

1984

Initially there were three gas distribution

companies that were actively engaged in

selling natural gas in Manitoba. These were;

Plains Western Gas (Manitoba) Ltd. ("Plains

Western"), Inter-City Gas utilities Ltd.

("Inter-City Gas"), and Greater Winnipeg Gas

Company ("GWG"). All three distributors were

under separate corporate ownership.

Northern ontario Natural Gas Company (later

Northern and Central Gas corporation Limited)

acquired GWG, with the approval of the MPUB.

Inter-City Gas Corporation ("ICG"), the

parent of Inter-City Gas, acquired Plains

Western in the purchase of Canadian

Hydrocarbons Ltd. The MPUB approved both the

change in ownership of Plains Western and

that Plains Western be operated by Inter-City

Gas.

Inter-City Gas, Inter-City Gas Transmission

Ltd ("ICGT") and Plains Western, filed a

joint application with the MPUB, requesting

approval of the merging or consolidation of
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these three companies under the name of ICG

utilities (Manitoba) Ltd ("ICGUM"). ICGT was

a, Manitoba gas transmission company wholly-
owned by ICG. The MPUB approved both the

merging and the legal amalgamation of the

.' three companies, effective as of the date of
the Order, December 14, 1984. The

transaction was completed, however, on

January 1, 1985.

1985 ICG acquired Northern and Central Gas

corporation and took control of GWG. The

MPUB issued an Order approving the

transaction.

1989 The MPUB approved a j oint application by

ICGUM and GWG which resulted ICGUM being

dissolved, with all assets being transferred

to GWG and the merger of ICGUM and GWG. The

transactions took place on January 1, 1990,

but with an immediate name change to ICG

utilities (Manitoba) Ltd. ("ICG Manitoba") .

1990 In April of 1990, Westcoast Energy Inc.

("Westcoast Energy") purchased the utility

operations of ICG, including ICG Manitoba,

wi th the approval of the MPUB. Subsequently

the name was changed to Centra Gas (Mani toba)
Inc., ("Centra Manitoban) .

As indicated above, applications were filed with

the MPUB with respect to each of the above transactions and,

following public hearings, Orders were issued approving the
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transaction(s). The 1976 and 1985 Orders dealt with changes

in control of a distributor, but neither included any

restriction or conditions on the applicants that would

require either; amalgamation, the integration of operations,

or consolidation within any specific period of time.

Although lCG acquired control of Plains Western in

1976, it was not until 1984 that lCGUL, lCGT, and Plains

Western applied to the MPUB for approval of the merger and

amalgamation into lCGUM. Similarly, although control over

GWG was achieved by lCG in 1985, it was 1989 before the MPUB

was asked to approve the merger of lCGUM and GWG.

In Order 160/84, dealing with the 1984 merger, the

MPUB referred to the evidence that; the operations of the

three companies had been slowly integrated so that by 1978

they had been operating as one company. The evidence that
significant benefits had already been realized was noted and

that further significant benefits could be achieved from the

merger, through reduced regulatory costs.

The MPUB noted in that order that there were three

distinct rate divisions which would continue and that:

"Any change to rates in the future will be a

resul t of a combined cost of service study and

rate review, and be subj ect to the examination and

approval of the Board".

The MPUB also noted that the concerns of the

intervenors dealt primarily with the possible future adverse

affect on rates and rate structure and stated:
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1 "Having examined all the evidence submitted by the
2 applicants in support of the merger of the
3 companies, together with expressions of concern of
4 the intervenors the Board finds that the proposed
5 merger will not have an effect on the customers at
6 this time. However, the Board recognizes that
7 certain benefits might accrue to the customers
8 from a merged operation."
9

10 The Board went on to approve the merger and
11 amalgamation of the three companies without any conditions
12 as to consolidation.
13

14 In the Order 183/89, dealing with the merger of
15 GWG and ICGUM, the Board referred to the evidence that the

16 companies had already been operating as one company since

17 1985 so that most of the cost savings had already been
18 realized. However, it noted that the merger would produce

19 addi tional savings as a result of reduced regulatory costs.
20

21

22 The evidence was also noted that the existing four
23 rate divisions, and the existing rates for all special
24 contract customers, would remain unchanged until further
25 order of the Board.
26

27 Opposition to the merger, through a resolution of
28 a Rural Municipality, was based on a concern that the
29 merging of GWG and ICGUM would create a monopoly that may be

30 detrimental to gas users throughout the Province of
31 Manitoba. In dismissing this concern the MPUB stated,
32 ". . . there is an existing approved monopoly and that formal
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amalgamation or merger will not alter this structure or the

rates charged to customers. II

The Board approved the application for the merger

as proposed by the applicants without any conditions as to

consolidation.

3.2.2 Rate Hearinqs

The first rate application by ICGUM subsequent to

the merger of the three companies was heard by the MPUB in

1985. In its Order with respect to that application, Order

132/85, the MPUB accepted that the rate bases of the two

utilities should be combined and the rate base approved by

the MPUB was the combination or consolidation of the rate

bases of the two utilities. In addition, the MPUB approved

a single capital structure for the consolidated company and

determined a single revenue requirement for the consolidated

company.

There is no indication in Order 132/85 that either

Board staff or any of the intervenors obj ected to, or even

commented on, a single revenue requirement being determined

on the basis of the consolidated result for ICGUM.

In 1989, some four years after ICG had acquired

GWG, ICGUM and GWG filed separate applications for the

determination of Rate Base, Rate of Return and Rates, the

hearings to be held concurrently. In 1990, however,

following Board approval of the merger and amalgamation of

ICGUM and GWG, ICG Manitoba filed an application for the
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determination of Rate Base, Rate of Return and Rates, based

on the consolidation of both companies.

In its Order 133/90, the MPUB noted the sequence

of events that led to ICG Manitoba filing its application

with supporting evidence based on consolidated results, but

there is no indication that any party was opposed to; the

approval of a combined rate base, a single capital structure

and rate of return or the determination of the revenue

requirement on a consolidated basis. The MPUB, in Order

133/90, decided all of the components involved and the

revenue requirement, on the basis of the consolidated data

that had been filed.

3.3 ONTARIO

3.3.1 Amalgamations and Consolidations

3.3.1.1 Union Gas Ltd. and Consumers' Gas Company Ltd.

Both Union Gas Limited C "Union" ) and Consumers.

Gas Company Limited C'.Consumers Gas..) were very active in

acquiring smaller gas distributors throughout the 1950. sand

1960.s. with a few exceptions, they were successful in

dividing the southern and south-western ar~~ of ontario

between the two companies. By the early 1970. s, the
operations of all the companies that had been acquired were

fully integrated with the parent organization, although

different rate zones were in effect in some of the

franchised regions.

During the above periòd the ontario utilities were

able to achieve significant economies of scale as service
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areas were expanded. As a result, the utilities were able

to maintain rates for a number of years and in some cases

rates were reduced. As a result, there were very few rate

applications and they were generally for small rate

reductions or adjustments to relatively very low rates.

In exercising its powers, the ontario Fuel Board,

and later the OEB, chose not to impose any conditions on the

utili ties at the time another company was acquired, as to

the rate of integration of operations, or the timing of

amalgamation or consolidation. It was apparently considered

that utility management should have the responsibility to

choose both the rate at which operations should be

integrated and the timing of any amalgamation and

consolidation.

During this period it appears that the utilities

were able, through the decreased costs brought about by

economies of scale and by maintaining different rate zones

for some classes of customers, to avoid major problems

associated with the merging of operations or the

consolidation process. Since the 1970' s the areas served by

both Union and Consumers Gas have remained relatively stable

and although there have been changes in ownership - the

takeover of Union by Unicorp Canada Corporation and the

purchase of Consumers' Gas by British Gas plc - these did

not result in any amalgamations or consolidation.

3.3.1.2 Centra Gas ontario Inc.

Natural gas service to the northern and eastern

ontario communities was originally provided by several

different distributors but over the years changes in
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ownership took place so that ICG utilities (Ontario) Ltd

("ICG Ontario") became a major distributor s~rving many

communi ties from the Manitoba border to the Quebec border.

Throughout this period the rate of integration of

operations, amalgamation and consolidation of the companies

acquired was at the discretion of utility management. In

1991 all of the utility operations of ICG, including ICG

Ontario, were acquired by Westcoast Energy Inc. and ICG

Ontario was renamed Centra Gas Ontario Inc. ("Centra

Ontario") .

Three recent hearings have dealt with issues

relating to consolidation that have some similarity with the

BC Gas situation.

The three proceedings were:

a) the ICG reorganization, in which the system

serving the Fort Frances region was sold by the

ICG Manitoba operations to the ICG Ontario,

(E.B.R.L.G. 31 - October 1987) i

b) the acquisition of ICG utilities (Canada) Ltd. and

ICG (Ontario) by Westcoast Energy Inc. (E.B.R.L.G.

3~ - January 1990) ¡and

c) the ICG Ontario rate hearing in which ICG proposed

that the Fort Frances system be included with the

balance of the system for determination of revenue

requirement and rate-making. (E.B.R.O. 467 - May

1991)
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1 It should be noted that a numer of the
2 proceedings with respect to ownership or control are through

3 a reference from the Lieutenant Governor in Council,

4 ("LGIC") usually because the transaction involves the parent

5 of the gas distributor. In these proceedings to OEB issues

6 a report to the. LGIC, not a decision.

7

8 The Fort Frances gas distribution system, consisting of
9 the Town of Fort Frances, one large volume industrial

10 customer (Boise Cascade Company of International Falls,

11 Minnesota), and several small communities around the Town of

12 Fort Frances, was originally owned by ICG and operated by

13 ICG Manitoba. The gas supply to the Fort Frances area is
14 delivered through a transmission pipeline, owned and
15 operated by another ICG subsidiary and, since it is
16 partially located in the USA, it is under the jurisdiction
17 of the National Energy Board (the "NEB").

18

19 In its Report with respect to a) above, the OEB
20 recommended approval of the reorganisation but it also
21 included statements indicating that a commitment had been
22 given during the hearing by ICG ontario that the Fort
23 Frances area would continue as a separate rate zone with
24 separate rate base determination. The OEB endorsed this

25 approach in its Decision. The paragraphs from the EBRLG 31

26 Report dealing with this matter are as follows;
27

28 "3.2 In considering the public interest
29 associated with this Application, the
3 0 Board must be mindful of any changes to
31 rates that may result. The Board must
32 satisfy itself that approval of this
33 Application will not be to the detriment
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of current and future ontario customers

of Inter-city and ICG Ontario. II

"3.5 ICG Ontario proposed that if the

transaction is approved, ICG ontario

will maintain the Fort Frances system as

a separate and fourth rate zone. Such a

policy is consistent with the decision

of the Board in E.B.R.O. 364-II which

recognized that where the cost of gas

associated with an identifiable group of

customers can be determined, these costs

should be assigned to these customers. II

"3.6 Special Counsel stated that it was important that

a fourth ICG ontario rate zone be established and

maintained. He pointed out that by instituting a

fourth rate zone the existing rate structure would

be preserved as well as the unique relationship

between the large industrial customer and the

residential customers of the area. II

The Board' s Conclusion
"3.9 The Board recognizes that significantly

different rates apply in the Fort

Frances distribution area than those in

the three other operating zones of ICG

Ontario. The Board believes that it

would be beneficial that a fourth rate

zone be created for the Fort Frances

system and be maintained on a basis

separate from ICG ontario's other

operating zones. II
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1 "4.2 with respect to this Application, the
2 public interest essentially consists of
3 ensuring that the present and future
4 Ontario customers of Inter-City and ICG
5 Ontario are not made any worse off if
6 this Application, as proposed, is
7 approved. "
8

9 "4.9 In the Board's opinion, the customers of
10 the Fort Frances and the ICG ontario
11 system will not be disadvantaged by the
12 approval of the proposed transaction in
13 that there will be no immediate rate
14 impact on Inter-City' s customers in the
15 Fort Frances area or ICG Ontario's
16 customers. Any future rate changes will
17 continue to be subj ect to the approval
18 of this Board."
19

20 The OEB also concluded that the transaction would
21 be in the public interest and recommended that the

22 transaction be approved, provided that certain conditions
23 were imposed. The transaction was completed, and although

24 some conditions were imposed, none dealt with the regulatory
25 treatment of the Fort Frances system.
26

27 In the Report arising from b) above the OEB did
28 not recommend any special rate treatment for the Fort
29 Frances system and it is evident that no such conditions was
30 imposed on Centra ontario or on Westcoast Energy.

31

32 A Report from the OEB in "response to a reference
33 from the LGIC, is not binding unless the LGIC takes action

SB-227C.05K



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20
21
22

23

24

25

26

27

28

29

30

31

32

33

(

Appendi x C

Page 29

25

with respect to the recommendations. As such, since the

above statements from the OEB report with respect to Fort

Frances were not specifically adopted by the LGIC, they are

not binding and, as noted in sub-section 3.3.2.2 below,

Centra ontario chose to ignore them in its next rate

application.

3.3.2 Rate Hearings

3.3.2.1 Union and Consumers Gas

In the early 1970 i s both Union and Consumers Gas

filed applications with the OEB for approval or fixing of

rates. These applications resulted from an inability to

obtain any further economies of scale to offset proposed

increases in the wellhead price of gas. Hence, significant

rate increases were anticipated in the rates charged by each

utility.

The Union application included a request that the

OEB base its Decision with respect to revenue requirement on

Union i s consolidated utility results and that rate zones be

eliminated in favour of uniform rates across the entire

franchised territory.

The Consumers Gas application also requested that

the revenue requirement be based on consolidated utility

resul ts and that the differential in rates in the

Provincial, ottawa and Central regions, be eliminated in

favour of uniform rates.

The Decisions issued by the OEB in these

proceedings made no reference to any objections, by any of
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the parties to the hearings, to the use of consolidated

utility results for purposes of the revenue requirements for

both utilities. The calculation of revenue requirement by

the OEB, in both Decisions, was based on the consolidated

resul ts, a common capital structure and single rate of

return.

3.3.2.2 Centra ontario

As in the case of' Union and Consumers Gas, Centra

ontario's predecessor also requested the OEB to approve

uniform rates for the services it provided. Although there

were more difficulties with this proposal, largely because

of the significant component of industrial customers

compared to the other classes, uniform rates were approved

for all distribution services. since the Centra ontario

system extended over three of TCPL' s rate zones, the rates

approved by the OEB reflected the difference in gas costs

between zones.

It is also worthy of note that a proposal that

indi vidual rates be set for certain of the maj or industrial
customers, based on cost separation studies, was rejected by

the OEB. The cost separation studies would have established
a cost of service, including separate rate base, for each

customer. This proposal was rej ected by the OEB, mainly

because the cost separation methodology was too subjective

and the results of the studies were inconsistent.

From sub-Section 3. 3 . 1. 2 herein it would appear
that, at the time of the sale of the Fort Frances system to

ICG ontario, both ICG and ICG ontario intended that the Fort

SB-227C.OSK



Appendi x C

Page 31

27

Frances area would remain as a separate r~te zone. However,

the Application filed by ICG Ontario (now Centra Ontario) in

1990 (E.B.R.O. 467) requested approval of rates which would

result in all customers on the Centra ontario system,

including Fort Frances customers, paying the same rates for

the distribution services provided by Cent~a ontario.

With respect to the gas supply charge, Centra

proposed that a separate rate zone be created for the Fort

Frances region, in recognition that the transportation of

gas to the Fort Frances area is different from the majority

of those served by Centra. Centra suggested that this would

permit the gas supply charge to reflect the actual cost of

transporting the gas to Fort Frances, which would differ

from those receiving gas supply directly through the rate

zones of the TCPL system.

Centra Ontario recognized that the proposed rates

for its distribution services would be significantly higher

than those then in effect and proposed that the increase be

phased in over its next five rate cases.

The Town of Fort Frances opposed the proposed

rates and requested that the Board determine rates for the

,Fort Frances area on a "stand-alone" basis. The Board

interpreted this request as meaning that the rate base,

operating costs and revenues attributable only to the Fort

Frances area be separated and used to design rates for that

area.

In spite of the strong arguments put forward by

the Town of Fort Frances, and the statements made in the

Board Report E.B.R.L.G. 34, the OEB found, in the EBRO 467
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Decision, that the rate base and operating costs for Centra

ontario should be consolidated for purposes of revenue

determination and for rate-making purposes. The OEB

effecti vely reversed the earlier statements in its Report to
the LGIC.

The Board was obviously persuaded by Centra l s
arguent that the Fort Frances System is not administered

separately and that it is not unique just because it is

served from a separate transmission line.

3.3.2.3 Appeal to the Lieutenant Governor in Council by

the Town of Fort Frances

Subsequent to the OEB issuing it l S Order E. B . R. 0 .
467 the Town filed an appeal with the Lieutenant Governor in

Council dated July 31, 1991, petitioning for relief from

that Order. As of the date of this Report, no decision has

been issued with respect to that petition.

3.4 CONCLUSIONS FROM THE REVIEW

There are several significant conclusions that can

be drawn from the experience in Manitoba and Ontario that

have relevance to the current application before the BCUC.

In reaching these conclusions, and in making the comparisons

with BC Gas, it has been recognized that BC Gas was

regulated by the LGC from the date of amalgamation to the

end of September 1991.
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,Comparing the procedures, or sequence of events,

followed by the Manitoba and ontario utilities with that

followed by BC Gas, in acquiring companies, subsequent

integration of operations, amalgamation and consolidation,

it can be concluded that there are no significant

differences, .

It can also be concluded that regulation in

Manitoba, Ontario and British Columbia has been comparable,

even though the utilities in Manitoba and Ontario have been

continually regulated by the MPUB and the OEB respectively,

whereas BC Gas has been regulated by the LGC until the end

of September 1991. From section 2.0 herein, it is apparent

that appropriate legislation was in place and that the LGC

exercised the rights and responsibilities with respect to BC

Gas prior to October 1, 1991. As such there appears to be

no reason to consider the BC Gas regulatory situation as

being different from that of the utilities in Manitoba and

ontario.

It is evident from the review that changes in

ownership in Manitoba and ontario have always been approved

wi thout conditions as to the timing of integration of

operations, amalgamation or consolidation. It can be

concluded, therefore, that the MPUB and the OEB considered

that utility management should determine when and how the

integration of operations and consolidation should take

place. As noted, the utilities involved in an acquisition

have generally continued to operate as separate companies

for some time following an acquisition.

Since the OEB has specifically rejected cost

separation studies for industrial customers, and accepted

SB-227C.OSK
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consolidation over the objections of Fort Frances, it

appears that at least that Board would disagree with the

separation of costs by division.

It can be concluded, therefore, that the

acceptance of regulation on a consolidated basis has been

virtually automatic in Manitoba and Ontario, with the MPUB

and the OEB accepting that benefits from the consolidation

should flow to the customers as soon as practical. Nei ther

the MPUB nor the OEB rejected the concept of regulation on a

consolidated basis in any of the hearings reviewed, and

there is no indication that such an event ever happened in

the past.

In accepting regulation on a consolidated basis it

is evident that both the MPUB and the OEB took comfort from

the fact that an Order or Report with respect to an

acquisition, amalgamation, or consolidation was not a final

commitment since the subsequent actions by the utilities

would be subject to further regulatory scrutiny when

applications were made for rate changes.

since the BCUC has similar jurisdiction over

rates, it can also take comfort in the fact that subsequent

rate changes that might result from the consolidation by BC

Gas are wi thin the control of the BCUC.

4. Benefits and Disadvantaaes of Consolidation

As noted in Section 3. 0 herein, the utili ties in

Manitoba and ontario have all integrated the operations of

the various divisions to the maximum extent possible and all
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1 are now regulated on a consolidated basis. As a result, the

2 customers of each utility are realizing the benefits that

3 were anticipated when the initial acquisition, takeover or

4 merger was contemplated.

5

6 In several proceedings before the MPUB and the
7 OEB, in which approval of a proposed amalgamation or

8 consolidation was requested, the potential benefits were

9 used to support the proposed change. These benefits were

10 referred to by the MPUB and OEB in Orders, Reports and

11 Decisions, suggesting that these benefits were partially
12 responsible for the change being approved.
13

14 In the rate proceedings reviewed for this Report,
15 in which regulation on a consolidated basis was proposed,

16 many of the benefits of integration were already flowing to
17 the customers, and only those that result from consolidation
18 remained to be achieved. In each such case, regulation on a
19 consolidated basis was accepted by the MPUB and the OEB,

20 wi thout any reservation. Even in the most recent
21 proceeding, that involving Centra ontario and the
22 consolidation of Fort Frances and area, the OEB accepted the
23 proposed consolidation. The result is that the maximum
24 benefits from the amalgamation and consolidation are being

25 realized by the customers of Centra ontario, even though
26 Fort Frances believes that its inhabitants are paying more
27 than they should.
28

29 The current circumstance of BC Gas are similar to
30 several proceedings in Manitoba and ontario where one or
31 more companies had been amalgamated and a number of the

32 operating functions integrated, so that benefits were
33 already flowing to the customers. BC Gas has amalgamated
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the four operating companies, integrated many of the

operations and the benefits are already flowing to its

customers. Al though further integration can be expected in
the future, the full benefits that became available through

the amalgamation can only be realized if BC Gas is regulated

on a consolidated basis. The benefits that can be achieved

from regulation on a consolidated basis are:

1) Reduced regulatory expense as a result of

fewer hearings and/or shorter hearings,

2) Management of the Company will be simplified,

3) The responsibility of the BCUC to maintain

general supervision will also be simplified,

again reducing the regulatory expense to be

recovered from the customers of BC Gas,

4) Accounting expenses incurred in maintaining

separate accounts for each of the four

divisions will be reduced if separate

accounts are no longer necessary,

5) Employees can be used more freely throughout

the organization if the need to account for

costs on a divisional basis is removed,

6) Administration on Proj ects that cross

divisional boundaries will be simplified, and

costs reduced, if there is no longer a need

to maintain a divisional separation,
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7) Although security of supply for customers

throughout the Be Gas service area is the

~esponsibili ty of senior management, the

elimination of the need to maintain accounts

on a divisional basis wiii allow more

flexibility in displacing gas from one area

to another to meet operating requirements,

8) The elimination of divisional accounting will

enable the maximum savings to be achieved

from the integration of many of operating

departments, including the following:

marketing and advertising,

engineering and safety standards,

planning,
maintenance,
legal, and

purchasing.

The current divisional boundaries are those that

were established by the previous corporate entities. In

many cases those boundaries were determined by circumstances

peculiar to each company and its management, rather than

through any economic or operational cQnsiderations. Such

matters as the ability of the company to finance projects

and to secure the rights to distribute gas were instrumental

in determining the boundaries of the existing Divisions.

Had those circumstances been different it is probable that

the boundaries of the Divisions would have been different.

The fact that BC Gas is currently managing the Inland,

Columia and Fort Nelson Divisions as the interior operating
division, and the Lower Mainland as the Coastal operating

SB-227C.OSK
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1 division, supports that proposition. It is also possible
2 that as circumstances change in the future BC Gas may flnd

3 opportuni ties to improve eff iciency, improve service, or

4 other operating reasons to change the boundaries of either

5 or both of those divisions.

6

7 It should be explained that the benefits referred
8 to in 4) and 8) above, can be achieved through two areas.

9 First, if four sets of records are no longer necessary then

10 direct savings can result from the reduced accounting

11 requirements, including; lower audit costs, less time to
12 input data and a lower cost to produce the annual report for
13 the BCUC instead of the four annual reports that might be
14 required. Second, by eliminating the time required to

15 ensure that all costs and expenses can be assigned or

16 allocated to the appropriate divisions. wi th separate
17 divisional accounts all expenses, all time records and all
18 purchase orders should be coded to ensure that costs are
19 properly assigned. The above manpower requirements,

20 together with the time required to allocate the many common

21 items among the divisions, can be classed as "Non Value
22 Added Time". It should be noted that the items to be
23 allocated will include Income Tax, which is usually fairly
24 complex, time consuming and contentious, because of the

25 judgment required in t~e process. Regulation on a
26 consolidated basis would eliminate the need for this Non
27 Value Added Time and result in lower overall rates to the
28 customers.
29

30 In addition to the savings that will be achieved
31 within BC Gas, the elimination of the allocation of common
32 costs among'Divisions (i.e. rate base items and other
33 expenses), will remove a potentially contentious issue from
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1 the hearings before the BCUC, shorten hearing time as noted

2 in 1) above, and reduce hearing expense! Further savings in

3 hearing time and expense will result from the BCUC being

4 required to approve only one rate base, capi tal structure,

5 rate of return on equity and revenue requirement. It is

6 recognized that the BCUC could accept some or all of the

7 foregoing as common to all four Divisions, thereby realizing

8 some of the savings, but the maximum benefits to the

9 customers can only be achieved by regulating BC Gas on a

10 consolidated basis.
11

12 Wi th respect to regulatory expense, the BCUC has
13 already expressed concern with respect to the level of such
14 costs in a Fort Nelson proceeding. The Decision of the BCUC

15 dated March 12, 1985 with respect to an application by Fort
16 Nelson indicated that the total cost of the hearing was over
17 $94,000, which was approximately 5% of the total Fort Nelson
18 revenues for the test year. The Commission recognized that

19 this was excessive and stated in the Decision:

20

21 "The Commission is concerned
22 with the magnitude of the cost
23 incurred in this proceeding
24 and believes steps must be
25 taken to reduce these costs
26 significantly (Appendix A) ."
27

28 The high cost was apparently due to a long period
29 without rate change, internal changes in the parent
30 organization, and lack of regulatory experience on the part
31 of utility personnel. It should be noted that this hearing

32 was prior to the Inland acquisition of Fort Nelson. The
33 Commission reference to the inexperienced utility personnel
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1 adds support to the value ofa Head Office with highly

2 qualified and exper~enced personnel. Even though there were

3 extraordinary circumstances in that case, there is no

4 assurance that hearing costs would be reduced to an

5 acceptable level if the Fort Nelson Division were regulated

6 separately. Regqlation on a consolidated basis avoids both

7 the regulatory cost and the problems experienced in that

8 proceeding.
9

10 A strong head office, such as BC Gas offers to the
11 operating divisions, includes financial, accounting,
12 engineering, gas purchasing and other specialized services.
13 Since this is the head office of a major company in the

14 Province it can attract a broader spectrum of higher calibre
15 staff than would the individual corporations or separate

16 divisions. As a result, the operating divisions obtain a

17 level of expertise from head off ice that would not be

18 available to a separate entity. As noted, some of the
19 benefits of integrating these functions are already flowing
20 to the customers of BC Gas, but the complications involved

21 in assigning or allocating these costs among the divisions

22 will prevent the maximum benefits from reaching the

23 customers.
24

25 It must be noted that elimination of the
2 6 divisional separation could result in some disadvantages to

27 the customers of BC Gas in the future. For example, BC Gas

28 could propose that uniform rates be implemented across the
29 entire service area for its distribution services. The
30 result might be an increase for some customers and,

31 depending on the timing of the change, a decrease for
32 others. Since such a proposal by BC Gas will require
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approval, the BCUC will at that time have an opportunity to

either approve, modify or reject the proposed rates.

A further disadvantage of consolidation could

arise if BC Gas, because of its size, should become less

efficient. Again, the BCUC is in a position to monitor this

situation on a regular basis and, if it becomes evident that

efficiency has fallen, the BCUC can take appropriate action.

In sumary, therefore, it is clear from the above

that although many of the benefits are already flowing to

the customers of BC Gas there are still a number of benef its

that can be achieved if the divisional separation is

eliminated for regulatory purposes. These benefits will not
be at the expense of any of the customers, neither will

regulation on a consolidated basis result in any lack of

control on the part of the BCUC. In addition, there is a

benefit to those customers who wish to intervene, in that

the determination of a revenue requirement for the Company

as a whole will allow these customers to work together and

file a joint intervention. The opportunity for joint

interventions is greatly reduced if the four Divisions were

regulated separately.

5. CONCLUSIONS AN RECOMMENDATIONS

It is recognized that OiC 953/89 required the

Company to maintain separate accounts for the four Divisions

until the end of September 1991, also that the BCUC has the

jurisdiction to require that the separation of accounts by

division be continued.
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1 It is apparent from Section 3. herein that the
2 experience in Manitoba and ontario has been that the MPUB

3 and the OEB have eliminated the divisional separation, and

4 accepted regulation on a consolidated basis, as soon as the

5 utility requested the change. The timing of the change was

6 always at the discretion of the utility since the MPUB and

7 the OEB did not require integration of operations or the

8 consolidation of the divisions, regions or rate zones wi thin

9 any specific time period. The effect has been that the

10 maximum benefits that can be achieved at any time, are
11 passed through to the customers as soon as practical.
12

13 It was also noted in section 3. that, in those
14 proceedings reviewed, none of the participants had obj ected
15 to regulation on a consolidated basis and the MPUB or the

16 OEB accepted that method in all such proceedings. Based on

17 the lack of obj ections and the fact that the MPUB and the

18 OEB approved that method of regulation in each case, it can
19 be concluded that all concerned accepted that regulation on
20 a consolidated basis was inherently the appropriate course
21 of action.
22

23 In Section 4. the development of the divisional
24 boundaries was reviewed and, since those boundaries were not

25 established on any economic or operational basis, there
26 appears to be no practical reason to maintain those
27 boundaries. It was also clear that for operating efficiency
28 those boundaries have changed and may change again in the

29 future.
30

31 Based on the above it must be concluded that there
32 is no valid reason to continue to maintain separate accounts

33 based on the boundaries of the current Divisions.
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1 It is recommended, therefore, that the BCUC should
2 indicate that a separation of accounts by Division is no

3 longer necessary and it should direct BC Gas to amend its

4 accounting practices accordingly.

5

6 To sumarize, the major conclusions from sections
7 3. and 4. were, that the experience in Manitoba and Ontario

8 has been to consolidate as soon as practical; that

9 regulation on a consolidated basis should result in maximum

10 savings to the customers of BC Gas; that the administration
11 of the Company will be simplified without affecting the
12 control by the BCUC; that there will be no negative impact
13 on any customer or interested party and that intervenors
14 will have a better opportunity to group together and

15 minimize costs.
16

17 certain possible disadvantages were identified in
18 section 4. However, since these are insignificant in

19 comparison to the potential benefits and, since they are
20 within the control of the BCUC, they should not influence

21 the decision with respect to the regulatory treatment of BC
22 Gas.
23

24 Based on the above comments it is evident that the
25 benef its to the BCUC, to BC Gas, to the intervenors and
26 other customers of BC Gas, strongly support regulation on a
27 consolidated basis, at least for the determination of the
28 revenue requirement.
29

30

31
It is recommended, therefore, that the BCUC

should, commencing with this proceeding, regulate BC Gas on

a consolidated basis for purposes of the determination of

the revenue requirement.

"
l32

33
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As noted earlier herein, the BCUC can take comfort

in accepting consolidation, as have the MPUB and the OEB in

many of their Decisions, Reports and Orders, in the

knowledge that future rate applications will provide the

opportuni ty to deal with any concerns it might have that the

proposed rates may cause undue discrimination among BC Gas

customers.

SB-227C.OSK



84/16/92 11135 8 416 733 9658 AE SHRRP ~ ASSOC

Appendi x C

82 Page 45

( JOHN C. BUTLER

A.E. SHARP&: ASSOCTE LTD.
R __ A¥I EA .. l- _""

SUMMARY

A meca enginee wi bagrolJ In th regula proc. enrgy utlizon,
coneon sy, naral gas acq, rama pr, th unif syemof ac fo udli op, engy ecnoic. co syms. fuellng
fo apian an in equipment

PROFESIONA EXERIENCE

19ßent A.E. Sharp and Asciates Ud.
Vice Presden Coltng
Seor Colt

1981-198 J.e. Buer Management Ud.

Prede
1974-1989 lbe Onrio Enery BoardVic ChBo Me

Par-t Bo Membe
Direcor of Operons.

1951974 lbe Gas Machinery Co (Canda) Ud.
Preden an Genera Manger.
Vice Presen
Manage of Oprations
Projec Enner

EDUCATION:

Ed In Enla. Mecanical Enginee at Li Colleg of
Tecogy. Addion extrna corses.

PROFESSIONAL
AFFILITIONS:

As of Presonal Enineers. Ontio.

Inon of Mecanca Enginee.

Ho Membe. Cadian Asocaton of Membrs of PtØc Wil
Tnbunals

~ l ~ -~~ nrcn ~~_~ __~



94..16..92 lti36 8 416 733 9658 AE SHARP ~ ASSOC
Append; x C

83 Page 46

Page 2.

REPREENTA'T
CONSULTING,
ASSIGNMENTS

. As clent wi ïnntons In ra procng bee th
on En Bo th Rée de Gaz Natel du Qué an
th Ma Puc Utlit Bod.

. Tesg be th Réie de Ga Nara du Qu on th me
of exping th decAat of na gas In Qube,

. Prec maer fo clien In prepng an applicaon, supprtng
evce. an to inerogator. argwnen an repl arLlent
In an applicaon to th Ono Engy Board for appral of a by-
pa co rae,

. Adng bo priv an pubUc secr clie, indu$bal gas
coumrs an grps of Indus. an corcal ga us. in
aD ph of 1h acuisi of gas inudng dnc pu and
purce from di, lo an sh te coct, bu/seU
an tton co, an all oth optins

. Advng clie on aU opraon fa of Di Pu of Ga,
Noon, DIin. Monit an Repog (pe an
public sec clent).

. Tecica adce relat to improg the efcienc of enrgy
utizon. (pñv ser clents)

. Adsin clien In a meter disput wi utli lnucng the evuatn
of merent syms an exnt of er redaton fo
acon resul In reluon of dise.

. Ading a Regulaor Board in an applicaon fo approv of ra
fo supply of eleit,

. Adiig a Regulatory Bord wi respct to an aplicon for a

permit to co two 01 pipelines.

\;

~OD , c 'an 7. ~~ A , ~ 7~~ ~~~~ PDr,~ ~~~



8 416 733 8658 AE SHARP C ASSOC
Appendi X C

84 Page 4794'16'92 11 l 37
i

Page 3.

AELS OF SPECIAL
COMPETCE

ReaulaQJ

. lhgh knowe of On Leison wi repe to
reulon an reulaor proces

Exñenc in coduct puc hearis of a quas-jucal nat.

un sysm of ac fo reglatd inuses.

Co alocon prl.GS an pra for th appoing of
co among cl of cuome or users.

.

.

.

. Evaua of rae stctre.

. Organg and Managing multlspUne tecca team

Enmv Vtl2at

Engy, utizn inng co. oil, and va ga..

. Co of apli an inustia proc eqip fr
ot fuel to na ga or dufuel opat.

Cobuson sysems, fo spal purpes, inuding multelsy..

. Economic optimizn of avable energy SOlKC8.

. Desgn of specilt ovs an high tempere fu fo
Inus processs.

HIGHUGHT OF
PRIOR EXERIENCE

. Exrice wi co an OIL gasifcati proc and as
gas cleanng systems.

. Degn or combuston syem for jet aircft engj an fo mar

applcas.
Pilo in th Royal AJr Force.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

PROPOSAL TO REVISE RESIDENTIAL GAS RATES

1. 0 REVIEW OF RESIDENTIAL RATE DESIGN

The level and structure of residential rates in the Inland and

Columbia Divisions were last reviewed by the Commission during

1987. Rate increases for the residential class of customers

authorized in the Columbia and Inland Divisions were phased in

over two and three years, respecti vely . BC Hydro was
preparing a natural gas rate case during 1986, however, the

case preparation was discontinued because of the Provincial

privatization initiative. As a result, the structure and

design of residential rates in the Lower Mainland Division

were not reviewed at that time and have never undergone a

thorough examination by the Commission or its predecessors.

1. 1 Introduction

A review of BC Gas i residential class rate design, especially

with regard to revenue margin and cost margins (exclusive of

gas costs) is one focus of this application. The residential

class rate design proposals of the Company include:

1. The consolidation of the residential classes in the Lower

Mainland, Inland and Columbia Divisions.

2. The implementation of postage stamp uniform delivery

rates to recover BC Gas i costs exclusive of gas supply

costs.

3. Monthly basic charges that improve the recovery of fixed

margin costs incurred by BC Gas in providing service to

the residential class.
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4. Rate levels that improve the ratio of revenue margin to

cost margin imbalances between residential classes in the

three service areas and between rate classes.

5. Common general terms and conditions for the residential

class of customers.

6. A phase-in process to ameliorate the effect of the rate

levels and rate design changes.

8. Franchise fees in the Inland and Columbia service areas

will be billed as a separate charge in addition to base

rates.

In reviewing its residential rates BC Gas has considered

studies relating to the costs to serve residential customer

and information relating to the prices of alternate energy

sources.

1.2 Lonq Run Incremental Cost

A long run incremental cost (LRIC) study has been undertaken

by the Company. The focus of the LRIC is mainly on the costs

associated with serving new customers rather than the cost

associated with additional consumption by existing customers.

This approach more properly identifies the costs of system

expansion, as opposed to more intensive use of gas in areas

already saturated.

The long run incremental cost study indicates that residential

margin costs are those shown below. The average revenue

margins for residential service under present rates are

compared to the LRIC information.
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Revised June 7, 1993

LRIC ComDared to Averaqe Marqin Revenue

Excess
Avq Marqin/GJ (Deficiencv)

Lower Mainland

Inland
Columia

LRIC/GJ

$2. 68

2.73
3.24

($0.77)
(0.36)
(1.34 )

$1.91
2.37 .
1.90

Customer growth in BC Gas' service territory is primarily due

to the increased numer of residential customers. If the LRIC

deficiency persists in the long run the Company must price

industrial and commercial customers in excess of the costs

they cause BC Gas to incur.

Enclosed in the Technical Appendix, page 36, is a chart that

shows per unit LRIC costs at various levels of consumption.

Graphics that compare the LRIC to present and proposed rates

in the three divisions are also contained in the residential

class Technical Appendix, pages 37 through 39.

BC Gas expects significant natural gas infrastructure
investments over the next five years. The benefits of such

investments must be compared to the costs. One means of doing

so is to put the burden for the decision on the consumers,

requiring them to pay a price that equals the cost of the

additional facilities. This cost is known as the marginal or

incremental cost.

Integrated resource planning requires that investment costs be

estimated and, in a sense, the use of these estimates for

pricing purposes is a by-product of system planning. It

should also be emphasized that marginal or incremental cost

pricing should not be an absolute rule. Rather, it should be

one benchmark by which divergences between price and costs can

be evaluated. Indeed, there may be very sound reasons why

even on economic grounds prices should diverge from marginal _

costs, e.g., the consumer may not be the best judge: there may

be so-called "external" effects, such as the effect of
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1 sustained regional growth or employment, which may not be

2 recognized or thought to be important by the consumer.
3 Governments may also wish to subsidize certain classes of

4 consumer, e. g., low industrial rates to stimulate development

5 of depressed areas.
6

7 1.3 FUlly Distributed Cost
8

9 The basic purpose of a fully distributed cost (FDC) study is

10 to compare the revenue generated by rates to the cost that a

11 utili ty incurs in serving its customer classes. A FDC study

12 takes the total cost incurred by a utility in the service of
13 its customers and fully distributes that cost to the various

14 classes of service. No cost apportionment formula, whether it

15 is fully distributed or marginal, is perfect from a
16 theoretical standpoint and, at the same time, practical from
17 an administrative point of view. There are arguments that can
18 be made for variants of fully distributed capacity cost
19 allocation methodologies: peak responsibility (PR), non-
20 coincident demand peak (NCD); or average and excess demand

21 (AED) . These demand cost allocation methodologies are more

22 fully described in the description of the FDC studies in

23 Volume 2, Tab 2. Charts that compare FDC between divisions

24 and to present and proposed rates are enclosed in the
25 Technical Appendix pages 41 through 44.

26

27 The results of the FDC study for Lower Mainland, Inland,

28 Columbia and Consolidated are found respectively in Volume 2,
29 section 1 of Tabs 2A, 2B and 2C and section 2 of Tab 2D.

30 The findings of the Fully Distributed Cost (FDC) studies
31 indicate that the ratio of the revenue margin to the cost
32 margin for the residential class are:
33

34

35

36

37

38

PR NCD AED

Lower Mainland 76.88% 83.08% 83.82%
Inland 92.04% 95.67% 96.42%
Columbia 74.13% 75. 30% 76.50%
Consolidated 80.36% 85.90% 86.66%
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1 The conclusions to be drawn from this information is that BC

2 Gas recovers only about 77 to 84 percent of its cost margin

3 when serving residential customers in the Lower Mainland

4 service area, about 92 to 96 percent of its margin cost in the

5 Inland service area, and 74 to 77 percent of its margin cost

6 in the Columia service area. In total, BC Gas recovers about

7 80 to 86 percent of the margin cost that it incurs to serve

8 its residential customers. Regardless of the demand cost

9 allocation methodology, Inland residential customers have a

10 higher ratio of revenue margin to cost margin than residential
11 customers in the Lower Mainland and Columia service areas.

12

13 Rates based on costs are considered by many to be fair. On
14 that basis, fairness suggests adjusting the revenue margins

15 for Columia and Lower Mainland residential customers to place

16 their rates on parity with Inland residential rates. If this
17 is accomplished under proposed rates, revenue from all BC Gas

18 residential customers will continue to be about ten percent

19 less than the cost that BC Gas incurs to provide this service.
20
21 1.4 Price of Competitive Energy

22

23 Table 2 of the BC Gas Competitive Energy study (see Volume 2,

24 Tab 4, page 4) is a tabulation of the price for natural gas
25 and competing fuels throughout the BC Gas service areas. The

26 current rates for natural gas relative to competing fuels in
27 the residential market indicate the ability to increase
28 residential class gas rates and not lose market share and also

29 provide to the customers a signal to use natural gas more
30 efficiently. Charts that compare present and proposed rates

31 to the price of competitive energy are in the residential

32 class Technical Appendix, see pages 46 through 48.
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1 1.5 Environmental Responsiveness

2

3 The most effective tools for environmental protection are

4 adequate public education and fostering an ethic of efficient

5 energy use that includes efficient appliances and encouraging

6 home insulation programs. These are matters primarily
7 invol ved in the Company's Integrated Resource Plan.

8

9 Environmental responsiveness involves adopting a reasonable

10 price level and structure for residential service to help
11 assure the wise use of the natural gas resources and the
12 natural gas infrastructure. The Company believes that its

13 recommended revenue requirement allocation to the residential
14 class is necessary to more efficiently allocate its
15 infrastructure resources and those of the Provincial natural
16 gas resources.
17

18 Environmental responsiveness includes the reduction of harmful
19 effects of the products of combustion on the environment. If

20 there are drastic increases in residential rate levels or the
21 price for 20 to 40 gigajoules of gas per month, residential
22 customers may substitute wood or electric power as their fuel
23 choice. Care in designing rates and setting rate levels must
24 be exercised to avoid this possibility. The economic
25 expansion of natural gas service to non-gas customers must be
26 continued so that natural gas will be substituted for other
27 fuels that cause large emissions of harmful waste products.

28

29 Environmental responsiveness also involves adopting reasonable

30 rate design for residential service. Open access to natural
31 gas transmission and distribution facilities and rapidly
32 increasing competition in the natural gas marketplace has
33 tended to lower price levels for natural gas. A primary rate
34 design concern in this application is to have rates
35 implemented that adequately recover the largely fixed cost of
36 the natural gas infrastructure owned by BC Gas. In this
37 application the Company has proposed that the monthly basic
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1 charge for residential customers be increased to reflect fixed

2 costs and that the commodity rate paid by the residential

3 customers be calculated by adding together one portion to

4 recover the cost of natural gas supply and another portion to

5 recover the cost of owning and operating the infrastructure.

6

7 1.6 Rate Design principles
8

9 Rate design should send appropriate signals to customers to

10 cause them to wisely use the natural gas supply, but at the
11 same time, the Company must dependably recover the costs that

12 it incurs in serving the customers. The purpose of the
13 following rate design discussion is to highlight the needed
14 balance between sending appropriate signals and dependable

15 recovery of costs.
16

17 The present residential service rates consist of a customer
18 service charge, called the Basic Charge, and a volumetric
19 charge which varies with the amount of gas consumed. Gas

20 meter readings taken at the beginning of the billing period
21 are subtracted from the readings taken at the end of the
22 period. The result is a measurement of the volume of gas
23 taken during the entire billing period. Gas meters employed

24 for residential service do not have the capability of
25 measuring the maximum rate of consumption during the billing
26 period, which means that residential rates are not demand
27 metered. BC Gas does not plan to change the residential class
28 metering arrangement because the cost for more complicated

29 metering exceed the benefits that can be derived from the
30 small volume of gas taken by each residential customer.
31

32 Several types of non-demand metered rates are employed to

33 price gas served to residential customers, all of which
34 consist of two components. The first component is a monthly

35 customer service charge, which is called the Basic Charge, to
36 recover customer-related costs to the maximum extent possible.
37 The alternative is a monthly minimum charge, which combines
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1 monthly basic charges and a certain amount of gas, say two

2 gigajoules. Basic charges are contained. in the present
3 residential rates in the Lower Mainland, Inland, and Columia

4 Di visions. The Fort Nelson Division residential rate employs

5 a monthly minimum charge that includes the first two
6 gigajoules of gas each month.

7

8 The second component of residential rates is a volumetric

9 charge which varies with the volume of gas taken. Thischarge

10 may be under a declining block rate, a uniform energy rate, or
11 inverted block rate. The Lower Mainland Division rate, which

12 is applicable to several types of service including
13 residential, has its first declining block price change at 500

14 gigaj oules. Residential customers generally use no more than

15 30 to 40 gigajoules per month, hence the volumetric rate can
16 be accurately described as a uniform commodity charge. The

17 Columia Division residential rate contains a uniform
18 commodity charge.
19

20 The Inland Division residential rate is a declining block rate
21 form that has a constant price per gigajoule until 10.5
22 gigajoules per month are consumed and a slightly lesser rate
23 for all consumption over 10.5 gigajoules per month. Prior to

24 1987, the Inland Division residential rate contained three
25 blocks that had declining prices, zero to one, 1.1 to 10.5,
26 and over 10.6. The first block of zero to one gigajoule per
27 month was eliminated in 1987.

28

29 The charts em pages 38 and 43 in the residential class
30 Technical Appendix reveal that the present rate for
31 consumption over 10.5 gigajoules per month in the present
32 Inland Division exceeds both the LRIC and FDC. The Inland

33 declining block rate for residential service consumption over
34 10.5 gigajoules per month is cost justified and, hence, cannot
35 be termed promotional. In fact, the rate over charges for
36 consumption during the cold part of the year when consumption
37 is highest. After reviewing these rates, LRIC, and FDC
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1 the inadequacy of the Inland Division residential rate becomes

2 obvious: it under-recovers costs during low consumption
3 periods that persists for seven or eight months per year.

4

5 Declining block rates are perceived by many people to be

6 inconsistent wi th energy conservation measures. others

7 complain that minimum charges, which includes an amount of

8 gas, encourage waste. Energy conservation by residential
9 customers usually requires an expendi ture of capi tal to

10 replace existing appliances with more efficient units, upgrade
11 insulation levels, weather seal doors and windows, etc. Since

12 there is a need to consider efficient use of natural gas in
13 this review, and even though cost-justified declining block

14 rates exist in the Inland Division service territory, they are
15 not being proposed in this application.
16
17 Inverted block rates exacerbate cost recovery of fixed costs
18 during low consumption period, which persists for seven or
19 eight months per year.
20

21 The Company's present residential rate design over collects
22 costs during cold periods. Inverted block rates cause
23 excessive over collection during the winter and could result
24 in a deluge of high bill complaints by residential customers.
25 An inverted block rate form is inappropriate for a gas
26 utility.
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2. 0 PROPOSED RESIDENTIAL RATES

It is necessary for the Company to respond to the increasingly

competi ti ve situation in the gas markets to develop rates that
recover its cost margin by adopting rates that recover its

fixed capacity-related costs and its fixed customer-related

costs. The most appropriate rate form for these conditions is

one that recovers fixed customer-related costs as a monthly

Basic Charge, and a uniform price for all energy. This rate

design balances the need for environmentally responsive rates

and dependable cost recovery.

The Company has taken many factors into consideration in the

design of rates for residential service. The explicit rate

design factors are present rate levels and design, value of

service or the price of competitive energy, long run

incremental costs, and fully distributed costs. The Company

also considered certain other factors in the design of its

residential rates, such as perceived equity and fairness,

simplici ty , and customer reaction to rate levels and rate
design. The Company does not rank anyone rate making factor

higher than others, all have a place in the determination of

residential rate design.

Based on the 1993 Revenue Requirement filing, BC Gas proposes

a standard Residential Rate Schedule 1, with a $7.00 monthly

basic charge and a uniform delivery charge of $1.540 per

gigajoule. The appropriate cost of gas for residential
customers in each service area would be added to these charges

to arrive at the total rate. Please refer to the revenue

calculation workpapers that are in the Technical Appendix,

pages 21 through 24.

The present divisions of BC Gas are

original gas utilities that merged
Residential customers in each of the

basically the

to form BC
service areas

four
Gas.
have

different rate structures that developed throughout the
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1 history of those utilities. A move to consistent rates for BC

2 Gas residential customers in the Lower Mainland, Inland and

3 Columia service areas will have varying impacts on the annual
4 gas bills of customers depending upon their current rate
5 structure. BC Gas has conducted a number of customer impact

6 reviews to determine changes in annual bills that could be

7 expected as a result of revising rates.

8

9 BC Gas has evaluated the impact on the annual bills at
10 proposed rates for residential customers in the Lower
11 Mainland, Inland and Columia services areas, at high, medium,
12 and low consumption levels , with different uniform Basic
13 Monthly Charges and commodi ty charges. To determine the

14 annual gas consumption levels that would represent high,
15 medium and low' consumption customers, BC Gas analyzed the

16 distribution of Lower Mainland residential customers by annual

17 consumption. The analysis indicates that 80% of the
18 residential customers in the Lower Mainland division consume

19 between 60 GJ and 180 GJ per year. These two levels of
20 consumption represent the low and high consumption customers

21 respectively, and 120 GJ per year will represent the medium

22 consumption customers. These three levels of consumption are

23 also considered reasonable for considering the impact on

24 residential customers in the Inland and Columbia service

25 areas.
26

27 An important issue must be addressed. The FDC has identified

28 that the Inland coiiercial customers are contributing revenues

29 considerably in excess of the cost to serve them and the
30 Inland commercial customers are contributing a greater margin
31 than their Lower Mainland and Columia counterparts. The
32 rates paid by interruptible customers in the Lower Mainland

33 are considered to be too high and the Company is proposing a

34 decrease in their rates. In addressing these matters, BC Gas

35 is proposing to remove approximately $11 million of revenue

36 requirement from the Lower Mainland industrial customers and
37 $2.9 million from the Inland commercial customers. The
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1 uniform deli very charge for residential rates has been
2 established after the reduced rates to those commercial and

3 interruptible customers and other rate revisions were taken

4 into account. Table 1 provides a sumary of the impact the

5 proposed uniform monthly basic charge and delivery charge for

6 all Be Gas residential customers will have on annual bills:

7 the comparison is based on 1993 projected sales volumes and

8 permanent rates effective January 1, 1993.

910 Table 1
11 ANALYSIS OF THE IMPACT THT A $7.00 BASIC MONTHLY
12 CHAGE AN $1.540/GJ DELIVEY CHAGE BAS ON ANAL
13 RESIDENTIAL GAS BILLS
14 * Cost of Gas Included *

15
16
17
18
19
20
21
22

Divsion Annual Current Proposed Annual Bill
Consumption Annual with $7 Basic Monthly

(GJ) Bil Charge and $1.540/GJ
Delivery Charge
Annual %

Bill

Increase Increase
(Decrease) (Decrease)

Lower High · $8 $4 5%
Mainland

Medium · $583 $38 7%

Low. $319 $33
10%

Inland High $82 ($20) (2%)

Medium $613 ($10) (2%)

Low $336 $8 2%

Columbia High $736 '$49 7%

Medium $506 $4 9%

Low $276 $41 15%

23
24

25

26

27

28

29

30

31

32
33
34
35
36
37
38
39

· High = 180 GJ/year · Medium = 120 GJ/year · Low = 60 GJ/year

Note: The proposed annual bils take Into account revised rates In the Industrial and
commercial classes. The gas cost allocation methodology from the Phase A Rate Design
Decision was used to establish the gas supply costs for Inland and Lower Mainland
customers. Franchise fee charges for Inland and Columbia customers are included.
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1 The Company believes that the proposed residential rates

2 strike the best compromise of a number of rate design factors.

3 The proposed rates are fair and equitable since they will

4 recover more fairly the significant fixed margin cost
5 component of residential service and there will be uniform

6 charges for all service areas.

7

8 The proposed rates are simple since consumption and cost of

9 gas are the only variables other than franchise fees. Billing

10 adjustments, customer comprehension, and other administrative

11 functions will be simplified.
12

13 The proposed rates will lessen cross subsidization. The
14 uniform monthly basic charge and uniform delivery charge
15 decreases subsidization of low consumption customers by medium

16 and high residential consumers and non-residential customers.
17

18

19

20
21
22

23

24

25

26

27

28

29

30
31

32

33

34

35

The proposed rates will encourage efficiency and conservation

since the commodity charge is suff iciently large to indicate

that BC Gas encourages gas conservation and efficiency for

medium and high consumption customers. The removal of

declining blocks eliminates perceived pricing signals that are

inconsistent with energy conservation.

The proposed rates will contribute to more stable revenue and

earnings from year to year: a higher monthly basic charge

will make customer bills more consistent throughout the year,

reducing high bills in the winter months. BC Gas will have a

more even monthly distribution of revenues.

The proposed rates should have good customer acceptance. Only
low consumption customers face significant increases, but they

will pay rates more closely matched to their cost of service.

Moti vation for greater use of gas, possibly in place of more

environmentally harmful energy, may increase.
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2.1 Use of Uniform Charge in other Jurisdictions

The use of uniform monthly basic and coinodi ty charges is
consistent with British Columbia's other major utility, B.C.

Hydro and Power Authority, and the following other major

utilities in the vicinity of the BC Gas service territory:

Canadian Western Natural Gas

NorthWestern utilities Ltd.

Cascade Natural Gas

Washington Water Power

SaskEnergy
Centra Gas (Manitoba) Ltd.

3. 0 TERMINATION OF CERTAIN LOWER MAINL
RESIDENTIAL SCHEDULES

DIVISION

BC Gas proposes to terminate certain Lower Mainland Division

residential rate schedules. Closed Schedule Nos. 2103 and

2104 are residential sales with and without space heating

respectively for BC Hydro pensioned employees, and they

receive a 25% discount. Only one customer remains on Schedule

No. 2104, none on 2103. BC Gas will work with the BC Hydro

Human Resources Department to ensure that the lone Schedule

No. 2104 customer is appropriately treated.

Schedule Nos. 2191 and 2294 are for residential and non-

residential L.P. gas service respectively. These schedules

are no longer necessary since the service is no longer offered

and should be discontinued.
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4.0 GAS COST ALLOCATION

The methodology for allocating gas costs to the rate schedules

in the Lower Mainland and Inland Divisions was determined in

Phase A of the Rate Design Hearing. Under this methodology,

demand and other fixed charges were allocated on the basis of

coincident peak demand by rate schedule. The methodology of

gas cost allocation to the standardized residential class

Schedule 1 is the same as under the Phase A methodology. In
Columia the gas cost allocation methodology has been
maintained so the unit gas cost for the standardized
residential class is unchanged.

The only residential customers being affected by gas cost

changes are in the Lower Mainland. In the Lower Mainland

Division there is a gas cost increase of $0.043 per gigajoule

which resul ts from the disaggregation of gas costs which

previously had been averaged for the residential, commercial

and medium industrial classes. The new gas cost reflects only

the load characteristics of the residential class. For more

information on gas cost allocation see Tab 11 of this Volume.

4.1 Annual Income/Annual Gas Consumption

BC Gas has information on the correlation between annual

income and annual consumption in the BC Gas service area in

the 1990 Residential Energy Use Survey conducted by Campbell

Goodell and Associates for the energy utilities in British

Columia. The chart below provides an analysis of annual gas
usage by income for the BC Gas service area:
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GAS CONSUMPTION (GJ/YEAR)
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The graph indicates there is not a significant correlation

between annual gas usage and annual income. In fact, higher

income households display a wide variation in annual

consumption and in some cases, annual gas consumption is even

lower than in low income households. The fact is that one

cannot read a gas meter and determine the income of that

residential customer. There are more effecti ve means to

assist low income households than through gas pricing, such as

government assistance programs.

5. 0 IMPLEMENTATION OF THE PROPOSED Be GAS RESIDENTIAL RATES

BC Gas proposes that all new residential rate schedules and

related charges become effective January 1, 1994 as well as

the proposed new General Terms and Conditions. Specifically,

all of the proposed monthly basic charges, commodity charges,

and application for service fees will take effect on that

date.

The customer impact review has indicated that many residential

customers will experience increases in their annual gas bills

when the full effect of increased monthly basic charges and

postage stamp commodi ty charges are implemented. BC Gas
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proposes to mitigate the increases in the Columbia rates and

phase them in over a two year time period. Funds currently

held in income tax deferral accounts, increased revenue from

application for service charges, and the revenue from

interruptible and off-system gas sales will also affect the

impact experienced by the residential customers.

The following table provides a sumary of the existing and

proposed revenue to be obtained from residential customers in

the Lower Mainland, Inland and Columia divisions. The table

is based on 1993 projected sales volumes and the permanent

rates effective January 1, 1993.

Be Gas proposes to reduce the total revenue required from

residential customers by:

1. Increasing Application for Service fees from $10 to $25

in those cases where gas service already exists but

simply requires a change from one customer to another.

In the case where a new gas service must be provided, the

fee will increase from $10 to $75. Details of these

proposed increases are available in Tab 12 of this

Volume. The $4 million in increased fees will be applied

to reduce the Company i s revenue requirement.
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1 2. In the case of Columbia residential customers $336,000 of

2 funds in the deferred income tax account will be applied

3 directly to the Columia residential revenue requirement
4 in the first year of the proposed rate changes.
5

6 3. Interruptible gas sales revenue and off-system gas sales

7 revenue in excess of gas supply costs will be applied to

8 reduce the cost of gas for Lower Mainland and Inland
9 service area customers.

10

11 4. For a 12-month period, all Lower Mainland service area

12 "capti veil customers will be billed a separate charge to
13 recover the revenue loss of $0.41 per gigajoule currently
14 in the deferral account established to capture the
15 difference in margin for the Lower Mainland customers
16 that switched from interruptible sales to interruptible
17 service (B.C.U.C. Order Numer G-92-91). The balance
18 forecast to be in that deferral for transportation
19 volumes to November 1, 1993, when the $0.41 per gigajoule

20 discrepancy should end, is $3,271,000.
21
22 5. Establishing common depreciation rates will reduce the

23 depreciation expense by $1.8 million, as set out in the
24 discussion on Regulatory Consolidation at Tab 5 of this
25 Volume.
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The following table summarizes the impact in 1994 of the

actions listed.
Lower
Mainland Inland Columbia Total

Reduction Attributable
to Increase in
Application Fees $3,000,000 $ 708,000 $ 92,000 $3,800,000

Withdrawal from
Divisional Deferred
Income Tax Balances N/A 0 $336,000 $336,000
Allocation of estimated
1994 Off-system Sales
Revenues & Gas Margin
Revenues $5,630,900 $1,649,400 N/A $7,280,300

Repayment of 41(:
Deferred Account N/A N/A ($1,600,000)( $1 , 600, 000 )

Allocation of $1.8 Million
Depreciation Reduction $ 673,000 $ 204,000$ 23,000 $ 900,000

Total Reduction
in Residential Revenue
Requirement through
other sources $7,703,900 $2,561,400 $451,000 $10,716,300

New Revenue
Difference % 3.28% -3.91% 2.96%

The Inland and Columia residential customers will also
receive the benefit of the draw-down of the deferred income

tax balance to pay franchise fees.
reflected in the table above.

That draw-down is not
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REVENUE CALCULATION WORKPAPERS

1 The following four pages contain calculations of residential

2 class revenue under present and proposed rates.

3

4 Revenue under existing rates and proposed rates are shown on

5 Pages 21 and 22 , respectively. Page 22 also shows the
6 calculation of margin revenue under existing and proposed

7 rates.
8

9 Pages 23 and 24 contain residential class existing and
10 proposed rates and billing determinates.



BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED RESIDENTIAL TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

Ln.
No.

TABLE 1 - Base Case i EXISTING TAR I FF STRUCTURE
ANNUAL LM INL COL FT NEL BC Gas
1993 Residential Rates Revenue Revenue Revenue Reven Revenue

(a) (b) (c) (d) (e) (1)

Bas i c Charge S23, 076, 743 $6,132,512 $697,800 SO S29, 907,055
Mininu Charge 0 0 0 133,602 133,602
1st Block $76,117,710 $23,739,573 S2,616,079 ($55,970) $102,417,393
2nd Block 6,204 6,646,218 0 231,047 6,88,469
3rd Block 0 0 0 15,531 15,531
4th Block 0 0 0 0 0
5th Block 0 0 0 0 0'.'

Total Exs. Net ~~rgin Rev. (1) $99,200,657 $36,518,304 $3,313,879 $324,211 $139,357,051

ADJ 1 = Comi ty Costs $50,165,581 $14,435,172 $3,304,400 $392,320 $6,297,472
ADJ 2 = Fixed Costs 96,103,013 26,650,380 644,546 1,587 123,399,526
ADJ 3 = Franchise Fees 0 1,992,867 189,124 0 2,181,991

Total Adjustments $146,268,594 $43,078,419 $4,138,070 $393,907 $193,878,989

Total Existing Rate Revenue $245,469,251 $79,596,723 $7,451,949 $718,118 $333,236,041

Spread Adjustment Factor (2) -0.05% -0.14% -0.11% 0.14% -0.07%

Total Adj. Exs. Rate Rev. (3) $245,350,461 $79,485,281 $7,443,448 $719,100 $332,998,290

1

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26 Notes:
27
28 (1) Total Existing Net Margin does not include Franchise Fee, Revelstoke or Inland Option A revenues
29 (2) Spread Adjustment Factor imprted from Reconci L iation Model which reconci les Bi lled Rev. with Calculated Rev.
30 (3) Total Adjusted Exs. Rate Revenue = Total Existing Rate Revenue * (1 + Spread Adjustment Factor)
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EX I ST I NG AND PROPOSED RES I DENT I AL TAR IFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993-
TABLE 2 - Base Case i PROPOSED TARIFF STRUCTURE

Ln. ANNUAL LM INL COL FT NEL BC Gas
No. Proposed Rates Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (f)

1 Basic Charge $34,814,052 $12,195,337 $1,252,461 $0 $48,261,850
2 Mininu Charge 0 0 0 133,602 133,602
3 1st Block $77,980,210 $23,790,844 $2,716,477 ($55,970) $104,431,561
4 2nd Block 0 0 0 231,047 231,047
5 3rd Block O' 0 0 15,531 15,531
6 4th Block 0 0 0 0 0
7 5th Block 0 0 0 0 0
8
9 Total Prop. Net Margin Revenue $112,794,262' '. $35,986,181 $3,968,938 $324,211 $153,073,592
10 . .
11 ADJ 1 = Comity Costs $50,165,581 $14,435,172 $3,304,400 $392,320 $6,297,472
12 ADJ 2 = Fixed Costs 98,275,319 26,651,925 644,546 1,587 125,573,377
13 ADJ 3 = Franchise Fees 0 1,979,242 206,182 0 2,185,423
14
15 Total Adjustments $148,440,900 $43,066,338 $4,155,128 $393,907 $196,056,273
16
17 Total Proposed Rate Revenue $261,235,162 $79,052,519 $8,124,065 $718,118 $349,129,86
18
19 Spread Adjustment Factor -0.05% -0.14% -0.11% 0.14% .0.07%
20
21 Total Adj. Prop. Rate Revenue $261,108,742 $78,941,840 $8,114,797 $719,100 $348,88,479
22
23
24 Total Adj. Exs. Rate Revenue $245,350,461 $79,485,281 $7,443,448 $719,100 $332,998,290
25
26 Diff Betw. Prop. & Exs. Revenue $15,758,281 ($543,442) 5671,350 $0 $15,88,189
27
28
29 Revenue Difference (%) 6.42% -0.68% 9.01% 0.00% 4.77
30
31
32
33 GROSS MARGINS:
34 --_......_--..----

¡g
35 Existing Margin Revenue $99,152,651 $36,467,176 $3,310,099 $324,654 $139,259,710 .:
36 Proposed Margin Revenue 112,739,677 35,935,798 3,964,410 324,654 152,966,669 ...
37 (ß

lD
38 Margin Difference $13,587,026 ($531,378) $654,311 $0 $13,706,959 0-
39 t.40 Margin Difference (%) 13.70% -1.46% 19.77 0.00% 9.84% i:
41 - - - - - ::
42 lD it

43 UNIT VALUES: -. ii
44 ------------ .. \Q t-
45 Existing Avg Margin $1.958 $2.361 $1.877 $1.534 .. CD ii

46 Proposed Avg Margin $2.226 $2.326 $2.247 $1.534 \0 tr
\0 l\
W l\ 0\
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED RESIDENTIAL TAR I FF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 3 - Base Case , EXISTING TARIFF STRUCTURE
BC Gas Total'Ln. EXISTING INPUT TABLE LM INL COL FT NEL

No. RESIDENTIAL ANNUAL RWH&RWOH Rate 1 Rate 1 Rate 1 Rate 1

(a) (b) (c) (d) (e) (f)
1 EXISTING RATES ($/GJ): (1),(2)
2
3 Bas i c Charge $4.640 $3.520 $3.900 $0.000 $0.000
4 Mininu Charge 0.000 0.000 0.000 8.390 0.000
5
6 Price 1st Block $1.503 $2.105 $1.483 ($1.861 ) $0.000
7 Price 2nd Block 1.013 1.595 0.000 1.361 0.000
8 Price 3rd Block 0.763 0.000 0.000 1.321 0.000
9 Price 4th Block 0.543' ,.' 0.000 0.000 0.000 0.000
10 Price 5th Block.. 0.000 0.000 0.000 0.000 0.000
11
12 Price of ADJ 1=Comity Costs $0.991 $0.934 $1.873 $1.854 $0.000
13 Price of ADJ 2=Fixed Costs 1.898 1.725 0.365 0.008 0.000
14 Price of ADJ 3=Franchise Fees 0.000 0.129 0.107 0.000 0.000
15
16
17 EXISTING BLOCK ENDINGS (GJ):
18
19 End of 1st Block 500 10.5 99,99.9 2 0
20 End of 2nd Block 8,000 99,99.9 0 30 0
21 End of 3rd Block 25,000 0 0 99,99.9 0
22 End of 4th Block 99,99.9 0 0 0 0
23 End of 5th Block 0 0 0 0 0
24
25 ADJ 1 = Comi ty Costs 99,99.9 99,99.9 99,99.9 99,99.9 0
26 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 0
27 ADJ 3 = Franchise Fees 0 99,99.9 99,99.9 0 0
28
29
30 NUMBER OF GJ 's:
31
32 1st Block 50,630,378 11,280,386 1,763,946 30,070 63,704,780
33 2nd Block 6,122 4,168,214 0 169,800 4,344,136
34 3rd Block 0 0 0 11 ,760 11 ,760 :ø
35 4th Block 0 0 0 0 0 CD

.:
36 5th Block 0 0 0 0 0 ...
37 1l

38 ADJ 1 = Comodi ty Costs 50,636,500 15,448,600 1,763,946 211,630 68,060,676 CD
0.

39 ADJ 2 = Fixed Costs 50,636,500 15,448,600 1,763,946 211,630 68,060,676
40 ADJ 3 = Franchise Fees 0 15,448,600 1,763,946 0 17,212,546 ~
41 ='
42 NUMBER OF BILLS 4,973,436 1,742,191 178,923 15,924 6,910,474 CD 't

43
-o Ø)

44 Note: .. \Q i-
45 (1) Rates shown are those at Jan. 1/1993 and include the interim increase ~ (I Ø)
46 (2) Ft Nelson margins are adjusted to reflect gas costs associated with 2 free GJ due to Mininu Charge \0 tr

\0 l\
wWO'
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED RESIDENTIAL TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 4 - Base Case i PROPOSED TARIFF STRUCTURE'-------
BC Gas Total'Ln. PROPOSED INPUT TABLE LM INL COL FT NEL

No. RESIDENTIAL ANNUAL RWH&RWOH Rate 1 Rate 1 Rate 1 Rate 1

(a) (b) (c) (d) (e) (f)
1 PROPOSED RATES ($/GJ):
2
3 Bas i c Charge $7.000 $7.000 $7.000 $0.000 $0.000
4 Mininu Charge 0.000 0.000 0.000 8.390 0.000
5
6 Price 1st Block $1.540 $1.540 $1.540 ($1.861) $0.000
7 Price 2nd Block 0.000 , 0.000 0.000 1.361 0.000
8 Price 3rd Block 0.000' ..' 0.000 0.000 1.321 0.000
9 Price 4th Block.. 0.000 0.000 0.000 0.000 0.000
10 Price 5th Block 0.000 0.000 (). 000 0.000 0.000
11
12 Price of ADJ 1=Comitv Costs $0.991 $0.934 $1.873 $1.854 $0.000
13 Price of ADJ 2=Fixed Costs 1.941 1.725 0.365 0.008 0.000
14 Price of ADJ 3=Franchise Fees 0.000 0.128 0.117 0.000 0.000
15
16
17 PROPOSED BLOCK END I NGS (GJ):
18
19 End of 1st Block 99,99.9 99,99.9 99,99.9 2 0
20 End of 2nd Block 0 0 0 30.0 0
21 End of 3rd Block 0 0 0 99,99.9 0
22 End of 4th Block 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0
24
25 ADJ 1 = Comi tv Costs 99,99.9 99,99.9 99,99.9 99,99.9 0
26 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 0
27 ADJ 3 = Franchise Fees 0 99,99.9 99,99.9 0 0
28
29
30 NUMBER OF GJ IS:
31
32 1st Block 50,636,500 15,448,600 1,763,946 30,070 67,879,116 i33 2nd Block 0 0 0 169,800 169,800
34 3rd Block 0 0 0 11 ,760 11 ,760 .:
35 4th Block 0 0 0 0 0 ...
36 5th Block 0 0 0 0 0 ri

CD37 s:
38 ADJ 1 = Comdi tv Costs 50,636,500 15,448,600 1,763,946 211,630 68,060,676

c.39 ADJ 2 = Fixed Costs 50,636,500 15,448,600 1,763,946 211,630 68,060,676 i:40 ADJ 3 = Franchise Fees 0 15,448,600 1,763,946 0 17,212,546 ::
41 CD "0

42
-- Øl

43 NUMBER OF BILLS 4,973,436 1,742,191 178,923 15,924 6,910,474 .. I. t-
.. (1 Øl\0 tr
\0 t.wol 0'
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1 BILL FREQUENCY ANALYSES

2

3 The frequency distribution of bills and sales of natural gas

4 rendered to the residential customers in the Lower Mainland,

5 Inland, and Columbia Divisions are shown on the upper portion

6 of the three following pages. This type of display is
7 commonly referred to as an ogive. The ogives depict the
8 annual distribution of sales (GJ's) by the solid line and

9 bills by the dotted line. The chart scales are probability on

10 the y-axis and logarithmic on the x-axis.
11

12 The lower portion of the graphs, with linear x- and y-axes,
13 reveals the pronounced kurtosis of the sales (GJ's)
14 distribution, or left-skewed sales distribution that
15 characterizes the consolidated factor of sales of natural gas.
16 The consolidated factor is made up of two parts: 1) sales in
17 bills up to a specified interval plus 2) the sales up to that

18 interval of excess bills (bills rendered that are in excess of
19 the specified interval).
20

21 An important conclusion to be drawn from these sales profiles
22 is that attention must be carefully paid to designing rates

23 that recover most or all of the cost incurred by BC Gas in

24 serving residential customers at very low levels of
25 consumption, e.g., zero to six gigajoules per month, since
26 such large percentages of sales are invol ved at very low
27 levels of consumption. Under present Lower Mainland Division

28 residential test year 1992 rates, over 90 percent of the
29 revenue was derived from the sale of energy and only about
30 nine percent was generated from the monthly Basic Charge.

31
32 After comparing the three following pages, another conclusion
33 to be drawn is the remarkable similarity of the profile of

34 sales to residential customers in the Lower Mainland, Inland,

35 and Columbia Divisions.
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LOWER MAINLAND DIVISION
Residential Service. Sch. Nos. 2101 & 2102

Annual Bil Frequency Analysis
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COLUMBIA DIVISION
Residential Service. Sch. No. 1
Annual Bil Frequency..Analysis

Cumulative Percent on Probabilty/Logarithmic Scale
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1 PRESENT RATES AND PRESENT RATE MAGINS

2

3 The page that follows has a hyperbolic rate chart that
4 compares present rates for the Lower Mainland, Inland, and

5 Columbia Division residential customers.

6

7 The chart also compares present rate margins for the Lower

8 Mainland, Inland, and Columbia Division residential customers.

9 The spread between present rate margins is less than the
10 spread between divisional present rates that include cost of
11 gas. Subtracting divisional cost of gas from present rates
12 eliminates some of the apparent di vergence between present
13 rates.
14

15 The chart shows that the residential rate margin is higher for
16 Inland Division residential customers than in the other two
17 divisions. The chart helps explain why the residential class

18 ratio of revenue margin to cost margin is higher for the

19 Inland Division than that ratio for residential service in the
20 other two divisions.
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ALL DIVISIONS
Schedule No.1, 2101 & 2192

Present Rates

II 11
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1 INABILITY TO RECOVER RESIDENTIAL CLASS MAGIN COST

2

3 The three pages that follow contain charts that compare
4 revenue margin production with the incurrence of cost margin

5 at various levels of consumption under present residential

6 rates. The inability of the Company to recover cost margins

7 under present residential rate levels for all divisions
8 becomes evident after reviewing the charts.

9

10 The cost margins on the charts are derived from the FDC peak
11 responsibility method findings. Each chart contains
12 annotations that describe the findings for that division.
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BCGas
LOWER MAIN LAN D DIVISION

Residential Margin Revenue & Margin Cost (PR). T.Y 1992
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This chart comares Lower Mainland Division residential class margin revenue (gross revenue minus gas cost) to

the margin cost (total cost to serve less cost of gas). The dotted line on the graph depicts cost incurrence

under the peak responsibility method at various levels of use. The graph indicates that BC Gas incurs 56

percent of the margin cost at two gigajoules per month; 74 percent of margin cost is incurred at slightly over

six gigajoules per month, the meian of the sales distribution; and 85 percent of the margin cost at the mean

of the sales distribution.

The margin revenue, shown by the sol id line on the graph, depicts margin revenue generation (present rates less

gas cost). Twenty-nine percent of margin revenue is generated at two gigajoules per month; 47 percent of margin

revenue is generated at sl ightly over six gigajoules per month, the meian of the sales distribution; and 59
percent of the margin revenue at the sales distribution mean.

The conclusion to draw from this graph is that present rates only generate about three-quarters of the margin

cost incurred by BC Gas to serve Lower Mainland residential customrs. In total, margin revenue is $8.7

million and margin cost is $119.5 million, or a ratio of only 74.3 percent. Finally, it should be observed that

at six gigajoules per month, the meian of sales distribution, only 47 percent of margin revenue has been

generated whi le 74 percent of the margin cost has been incurred.



(n
BCGas

98

95

90

80
..
rn 700u~ 60

èö

Q) 50
;:
¡: 40Q)
;;
Q) 30ii~

20

10

5

Tab 6
Page 33

INLAND DIVISION
Residential Margin Revenue & Margin Cost (PR), T.Y 1992
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This chart comares Inland Division residential class margin revenue (gross revenue minus gas cost) to the

margin cost (total cost to serve less cost of gas). The dotted line on the graph depicts cost incurrence under

the peak responsibi L ity method at various levels of use. The graph indicates that Be Gas incurs 59 percent of

the margin cost at two gigajoules per month; 78 percent of margin cost is incurred at slightly over six

gigajoules per month, the meian of the sales distribution; and 85 percent of the margin cost at the mean of

the sales distribution.

The margin revenue, shown by the solid line on the graph, depicts margin revenue generation (present rates less

gas cost). Twenty-four percent of margin revenue is generated at two gigajoules per month; 57 percent of margin

revenue is generated at slightly over six gigajoules per month, the meian of the sales distribution; and 67
percent of the margin revenue at the sales distribution mean.

The conclusion to draw from this graph is that present rates only generate about 86 percent of the PR margin

cost incurred by Be Gas to serve Lower Mainland residential customrs. In total, margin revenue is $31.9

million and margin cost is $36.8 million, or a ratio of only 86.6 percent. It should be observed that at the

point where 50 percent of the sales have been rendered only 57 percent of margin revenue has been generated

whi le 78 percent of the margin cost has been incurred.
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This chart comres Columia Division residential class margin revenue (gross revenue minus gas cost) to the
margin cost (total cost to serve less cost of gas). The dotted line on the graph depicts cost incurrence under

the peak responsibi L ity method at various levels of use. The graph indicates that BC Gas incurs 64 percent of

the margin cost at two gigajoules per month; 78 percent of margin cost is incurred at slightly over six

gigajoules per month, the meian of the sales distribution; and 86 percent of the margin cost at the mean of

the sales distribution.

The margin revenue, shown by the sol id line on the graph, depicts margin revenue generation (present rates less

gas cost). Twenty-seven percent of margin revenue is generated at two gigajoules per month; 45 percent of

margin revenue is generated at sl ightly over six gigajoules per month, the meian of the sales distribution;

and 56 percent of the margin revenue at the sales distribution mean.

The conclusion to draw from this graph is that present rates only generate about three-quarters percent of the

PR margin cost incurred by BC Gas to serve Lower Mainland residential customrs. In total, margin revenue is

$3 million and margin cost is $4.1 million, or a ratio of oñiy 72.7 percent. At the point where 50 percent of

the sales have been rendered only 45 percent of margin revenue has been generated while 78 percent of the margin

cost has been incurred.
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1 LONG RUN INCREMENTAL COSTS

2

3 The following four charts display LRIC relationships. The

4 first chart compares divisional LRIC at various levels of gas

5 consumption in the Lower Mainland, Inland, and Columbia

6 Di visions. On the next three graphs, LRIC is compared to

7 present and proposed residential rates.
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ALL DIVISIONS
Schedule No. 1 LRIC
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LOWER MAINLAND DIVISION
Proposed Schedule No. 1.

Residential Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
II 11
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CD LRIC indicates that the present rate margin below about 12 GJs per month
could be increased.

o LRIC indicates that the present rate margin above about 15 GJs per month
could be decreased.

l
io LRIC is calculated using 100 GJs annual usage (or 8 GJs per month).
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INLAND DIVISION
Proposed Schedule No. 1

Residential Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
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CD LRIC indicates that the present rate margin below 7 GJs per month
could be increased.

o LRIC indicates that the present rate margin above 8 GJs per month
could be decreased.

o LRIC is calculated using 100 GJs annual usage (8 GJs per month).
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COLUMBIA DIVISION
Proposed Schedule No_ 1

Residential Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
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could be increased.

o LRIC indicates that the present rate margin above 15 GJs p,~r month
could be decreased.
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1 FULLY DISTRIBUTED COSTS

2

3 The following chart compares the residential class FDC in each

4 di vision. The three charts that follow compare the divisional

5 FDC to present and proposed residential rates in the Lower

6 Mainland, Inland, and Columbia Divisions.



(n
BeGa

Tab 6
Page 4 i

ALL DIVISIONS
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FDC Cost Margins
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LOWER MAINLAND DIVISION
Proposed Schedule No. 1.

Residential Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to FDC Margin
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CD I
FDC indicates that present rate margin below about 10 GJs per month
could be increased.

o FDC indicates that present rate margin above 10 GJs per month is notunreasonable. ..
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INLAND DIVISION
Proposed Schedule No. 1

Residential Rate and Cost Margins
Present Rate & Proposed Posta"ge Stamp Margins

Compared to FDC Margin
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CD FDC indicates that the present rate margin below 7 GJs per month
could be increased.

o FDC indicates that the present rate margin above 10 GJs per month
could be decreased.
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COLUMBIA DIVISION
Proposed Schedule No. 1

Residential Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to FDC Margin
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CD FDC indicates that the present rate margin at about 15 GJs per month
could be increased.

o FDC indicates that the present rate margin at about 20 GJs per month
could be decreased.
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1 PRICE OF COMPETITIVE ENERGY
2

3 The following three charts compare the prices of competitive

4 energy to present and proposed residential rates in the Lower

5 Mainland, Inland, and Columbia Divisions.
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LOWER MAINLAND DIVISION
Proposed Schedule No. 1

Residential Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can be
increased without losing market share and to give customers a signal
to use natural gas more efficiently.
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INLAND DIVISION
Proposed Schedule No. 1

Residential Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can be

increased without losing market share and to give customers a signal
to use natural gas more efficiently.
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COLUMBIA DIVISION
Proposed Schedule No. 1

Residential Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can be
increased without losing market share and to give customers a signal
to use natural gas more efficiently.
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23 (c) the similarity in metering and pressure regulating
24 equipment used by small commercial and residential
25 customers.
26

27 The graph on the following page depicts how 99.05 percent of
28 all BC Gas customers have annual gas consumption under 2,000

29 gigajoules per year. Approximately 89.65 percent of these

30 customers are residential and 9.40 percent are small
31 commercial. Large commercial, general service, and large
32 industrial customer accounts for the remaining 0.82 percent,

PROPOSAL TO REVISE COMMERCIAL GAS RATES

1.0 REVIEW OF COMMERCIAL RATE DESIGN

1. 1 Introduction

In this application, BC

rate groups for firm
customers.

Gas is proposing to introduce three

sales service to non-residential

1. Small commercial service;

2 . Large commercial service; and

3. General Firm service.

The distinction between small and large commercial customers

is drawn at consumption under and over 2,000 gigajoules per

year. The distinction is based on a number of factors with

the most important being:

(a) the similarity in annual gas consumption profiles
between the small commercial and residential
customers;

(b) the similar load factors exhibited by the small
commercial and residential customers; and
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1 0.05 percent and 0.08 percent of the total gas customers,

2 respectively, and use over 2,000 gigajoules per year.
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Cumulative
99.05 %

Small
Commercial

9.40 %

21
:;:;:::;

Illili'

¡~¡;¡¡¡¡

1¡~~¡¡~¡
:;::::::
:.;.:.:.

tm¡

i¡t~¡

Illll¡l¡ Residential
It 89.65 %
¡i¡i¡iii 1/
.:.:.:.:
:.:.:.:..:.:.;.:
::;:;:;:
;:::::::
:;:::;::

ii"':

¡~~llli¡
.:.;.:.;

I
::::::::
;:;:::;:

¡~¡1¡1¡1

" ,....,.............

Active gas-on-gas competition
Increasing load factors.
Increasing sophistication re gas supplies

Increasing abilty to use alternative fuels
Diminishing price of alternative fuels
Increasing gas use for productive purposes
Diminishing use of gas for space heating
Diminishing per-unit FDC
Diminishing per-unit LRIC

CD

General
Servce
0.05 %

41

Large
Industrial

0.08 %

Large
Commercial

0.82 %

31

Under 2,000 GJ/Yr -- Over 2,000 GJ/Yr

Gigajoules per Year

II Proposed sales service Rate Schedule 1

21 Proposed sales service Rate Schedule 2
31 Proposed sales service Rate Schedule 3
41 Proposed sales service Rate Schedule 5
41 The percentage (0.05%) includes T-service customers under Rate Schedule 25

CD

L d

These customers have similar annual profiles of sales (see BFA's).
These customers have similar annual load factors.
These customers utilze the same type of metering and requlating equipment.
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Analysis of the Lower Mainland service area in-service gas

meters and pressure regulating equipment indicates that 99.77

percent of residential customers and 72.63 percent of small

and large commercial customers utilize metering equipment

rated for 700 standard cubic feet per hour (SCFH) or less.

Approximately 100 percent of the residential customers have

consumption less than 2,000 gigajoules per year and
approximately 90 percent of the small and large commercial

customers use less than 2,000 gigajoules per year.

The conclusion that can be drawn from these three sets of data

is that relatively few commercial customers display gas

consumption patterns different from residential customers,

especially the small commercial customers.

The material under this Tab addresses the proposed small and

large commercial customers. The following Tab addresses the

proposed General Firm Service customer group.

In the Lower Mainland and Inland service areas, the Company

proposes to serve commercial customers under two rate

schedules:

1. Rate Schedule 2 for commercial customers that use less

than 2,000 gigajoules of firm gas per year.

2 . Rate Schedule 3 for commercial customers that use more

than 2,000 gigajoules of firm gas per year.

The allocation of gas supply costs to these two commercial

rate schedules is described in under Tab 11 of this Volume.

The methodology used to allocate gas costs to these schedules

is consistent with that approved in Phase A.
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Under the current gas cost allocation methodology for

Columbia, only one gas cost is applied to residential and

commercial customers under present rate schedules 1, 2. 1, and

2.2. until a gas cost allocation methodology is approved for

Columbia service area customers that is on the same basis as

Lower Mainland and Inland, the Company proposes to serve

commercial customers in the Columbia service area under only

one rate schedule, that is the proposed Rate Schedule 2. When

a gas cost allocation methodology is approved for Columbia

customers on the same basis as in the Lower Mainland and

Inland customers, the Company will offer service to applicable

commercial customers in the Columbia service area under Rate

Schedule 3.

The proposed rate categories, in addition to the gas supply

cost allocations discussed above, will include:

1. The implementation of postage stamp uniform delivery

charges to recover Be Gas' costs, exclusive of gas supply

costs.

2. A common monthly basic charge that will, overall, improve

the recovery of fixed margin costs incurred by BC Gas in

providing service to the commercial class.

3. Rate levels that improve the ratio of revenue margin to

cost margin imbalances between commercial classes in the

three service areas and between rate classes.

4. Common general terms and conditions for the commercial

class of customers.

5. A phase-in process in Columbia to ameliorate the effect

of the rate level and rate design changes.
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6. Franchise fees in the Inland and Columia service areas

billed as a separate charge in addition to base rates.

In reviewing its commercial rates BC Gas has considered

studies relating to the costs to serve commercial customer and

information relating to the prices of al ternate energy

sources.

1.2 Long Run Incremental Cost

A long run incremental cost (LRIC) study has been undertaken

by the Company. The focus of the LRIC is mainly on the costs
associated wi th serving new customers rather than the cost

associated with additional consumption by existing customers.

This approach more properly identifies the costs of system

expansion, as opposed to more intensive use of gas in areas

already saturated.

The long run incremental cost study indicates that present

commercial margin costs are those shown below. The average

revenue margins for commercial service under present rates are

compared to the LRIC information.

LRIC ComÐared to Averaae Marain Revenue

LRIC/GJ Ava Marain/GJ Excess
(Deficiencv)

$0.715
1.230
0.474

Lower Mainland

Inland
Columia

$0. 82
0.93
0.87

$1.535
2.160
1. 344

The conclusion to be drawn from the above tabulation is that

present revenue margins from commercial customers in their

current classification exceed their long run incremental

costS. The Inland commercial customers exceed their long run

incremental costs by a significantly greater amount than Lower

Mainland and Columia customers.
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The following two tables compare average revenue margins to

LRIC information under the proposed Rate Schedules 2 and 3.

LRIC Compared to Averaae Marain Revenue - Rate Schedule 2

LRIC/GJ Ava Marain/GJ Excess
(Deficiencv)

Lower Mainland

Inland
Columia

S1.16
1.23
1.25

S1.47
2.43
1.38

SO.31
1.20
0.13

LRIC Compared to Averaae Marain Revenue - Rate Schedule 3

LRIC/GJ Ava Marain/GJ Excess
(Deficiencv)

Lower Mainland
Inland

SO.56
0.66

S1. 55
1.80

SO.99
1.14

The two tables indicate that both the small and large
commercial customers will continue under proposed rates to

generate average margins in excess of long run incremental

costs. Under proposed rates the Inland commercial customers

will be closer to their counterparts in the Columia and Lower

Mainland service areas.

Enclosed in the Technical Appendix is a chart on page 30 that

shows the per unit. LRIC costs at various levels of consumption

for proposed Rate Schedule 2. Graphics that compare the LRIC

to present and proposed rates in the three di visions for
proposed Rate Schedule 2 are also contained in the commercial

class Technical Appendix pages 31 through 33. The same

information for proposed Rate Schedule 3 is contained in the

Technical Appendix, pages 44 through 46.

1.3 pUlly Distributed Cost

The basic purpo$e of a fully distributed cost (FDC) study is

to compare the revenue generated by rates to the cost that a

utili ty incurs in serving its customer classes. A FDC study

takes the total cost incurred by a utility in the service of
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its customers and fully distributes that cost to the various

classes of service. The allocation methodologies employed in

the FDC studies were peak responsibility (PR), non-coincident

demand peak (NCD); and average and excess demand (AED). These
demand cost allocation methodologies are more fully described

in the description of the FDC studies in Volume 2, Tab 2.

The results of the FDC study for Lower Mainland, Inland and

Columbia are found respectively in Volume 2, section 1 of Tabs

2A, 2B and 2C.

The findings of the Fully Distributed Cost (FDC) studies

indicate that the ratio of the revenue margin to the cost

margin for the present commercial classes are:

Revenue Marain as a Percentaae of Cost Marain
for Present Commercial RatesPR NCD AED

Lower Mainland
Inland
Columbia

104.85%
143.93%
94.22%

105.78%
145.41%

94.68%

93.37%
135.27%
91. 95%

The conclusion to be drawn from this table is that Inland

commercial customers have significantly higher revenue margin

to cost margin rates and adjustments to bring Lower Mainland,

Columbia and Inland revenue margins into parity are justified.

1.4 Price of competi ti ve Energy

Table 2 of the BC Gas competi ti ve Energy study (see Volume 2,

Tab 4, page 4) is a tabulation of the price for natural gas

and competing fuels throughout the Be Gas service areas. The

current rates for natural gas relative to competing fuels in

the commercial market indicate that commercial class gas rates

are less than the price of alternate energy sources. Charts

that compare present and proposed rates to the price of

competitive energy for the proposed Rate Schedule 2 are in the

commercial class Technical Appendix, see pages 40 through 42.

The same information for proposed Rate Schedule 3 in the Lower

Mainland and Inland service areas is contained in pages 52

and 53.
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1 1.5 Environmental Responsiveness

2

3 Commercial customers exhibit similar gas use patterns to

4 residential customers and should be encouraged to use energy

5 efficiently through customer education programs that promote

6 eff icient equipment and insulation programs where space
7 heating is involved. The Company will address energy
8 efficiency in the commercial sector of its Integrated Resource

9 Plan.
10

11 Care must be exercised in designing commercial rates to strike
12 a balance where the annual bill for natural gas is large
13 enough to encourage conservation yet not so high to motivate
14 commercial customers to switch to other more environmentally
15 harmful fuels. At the same time, commercial rates must be

16 designed to adequately recover the largely fixed costs of the
17 BC Gas infrastructure.
18

19 1.6 Rate Design principles
20
21 As the gas use characteristics of most commercial customers

22 are similar to those of residential customers, rate design for
23 commercial customers should incorporate the same principles

24 outlined in section 1. 6 of the preceding Tab 6. Specifically,
25 rates should be designed to encourage the wise and efficient

26 use of natural gas and ensure the dependable recovery of

27 costs. Graphs in the commercial class Technical Appendix

28 provide information regarding proposed commercial Rate
29 Schedules 2 and 3 in relation to fully distributed costs and
30 long run incremental costs.
31

32

33 2 . 0 PROPOSED COMMERCIAL RATES

34

35 The Company has taken many factors into consideration in the
36 design of rates for commercial service. The explicit rate
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design factors are those outlined on page 10 of Tab 6 of this

Volume together with the distinctions mentioned on page 1 of

this Tab.

Based on the 1993 Revenue Requirement filing the proposed Rate

Schedules 2 and 3 for small and large commercial service will

have a $14.00 monthly Basic Charge and a uniform delivery

charge of $1.322 per gigajoule. The appropriate gas supply

cost for Lower Mainland and Inland small and large commercial

customers, as described in Tab 11 of this Volume, will be

added to these charges to arrive at the total rate. The gas

supply cost for Columbia commercial customers will be added to

the Basic Charge and the delivery charge to arrive at their

total rate.

The monthly Basic Charge of $14.00 has been established on the

basis of reviewing customer-related costs identification in

the FDC study. The monthly customer costs, expressed as
"Customer Costs, $/bill" in the FDC study found in Volume 2 on

page 1.2 of section 1, under Tabs 2A, 2B and 2C are compared

to the current commercial basic charges in the following

table.

Commercial
Customer Cost, S /bill

Current
Monthlv Basic Charaes

Lower Mainland

Inland
Columbia

$19.547
$19.398
$20.462

$ 4. 64

$12.91
$ 8.75

The above table indicates that current monthly Basic Charges

in the Lower Mainland, Inland, and Columbia service areas are

less than the monthly fixed costs to serve the customers. To

achieve simplicity and parity, the Company proposes that the

large commercial monthly basic charge for all service areas be

increased to a uniform $14.00.
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2.1 Demarcation Between Service Under Rate Schedules 2 and 3

The load factor of small volume commercial customers is

somewhat lower than that of larger commercial customers,

resulting in a higher gas supply cost for Schedule 2
customers. At this time, the Company is proposing to make the

monthly Basic Charge and deli very charge of commercial service

under the two Rate Schedules the same. The gas supply cost,

which is roughly two-thirds of total gas bill, will be the

only rate difference between these two services. Small

commercial customers in the Inland and Lower Mainland service

areas under Schedule 2 will have a gas cost rate about 38

cents per gigajoule higher than customers under Schedule 3 for

large commercial service. As there is no gas supply cost

differentiation for the commercial customers in Columbia at

this time there will only be a Rate Schedule 2 in Columbia.

2.2 Impact of Proposed Rate changes

A move to consistent rates for BC Gas small and large

commercial customers in the Lower Mainland, Inland and

Columbia service areas will have varying impacts on the annual

gas bills of customers depending upon their current rate

structure.

The Company estimates the following distribution of customers,

by service area, resulting from proposed Rate Schedules 2

and 3.

Small Commercial

Rate Schedule 2

Large Commercial

Rate Schedule 3

Lower Mainland

Inland
Columbia

Total

44,320
15,152

1. 773
61,245

4,500
860

Not applicable
5,360
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1 . BC Gas has evaluated the impact on the annual bills at

2 proposed rates for small and large commercial customers in the

3 Lower Mainland, Inland and Columia services areas, at high,

4 medium, and low consumption levels, with different uniform

5 monthly Basic Charges and commodity charges. To determine the

6 annual gas consumption levels that would represent high,

7 medium and low consumption customers, BC Gas analyzed the

8 distribution of Lower Mainland commercial customers by annual

9 consumption. The analysis indicates that the small commercial

10 customers in the Lower Mainland generally consume between 50

11 gigajoules and 600 gigajoules per year and large commercial
12 customers between 2, 000 gigajoules and 10, 000 gigajoules per
13 year. The range of consumption for each class represents low

14 and high consumption for that category of customers. The
15 medium level consumption characteristics for commercial
16 customers is in the range of 350 for the small commercial
17 customers and 5, 000 gigajoules per year for the large
18 commercial customers. These three levels of consumption are

19 also reasonable for considering the impact on commercial

20 customers in the Inland service area. In Columia higher
21 volume customers will also be on Rate Schedule 2 and an
22 analysis of the impact on a higher volume customer is also

23 shown on Table 1. The 3,800 GJ per year' repres'ents the
24 average consumption level of the higher volume Columia
25 customers.
26

27 An important issue that was discussed relative to proposed
28 residential rates bears repeating. The FDC has identified
29 that the Inland commercial customers are contributing revenues

30 considerably in excess of the cost to serve them. The Inland
31 commercial customers are also contributing a greater margin
32 than their Lower Mainland and Columbia counterparts. In
33 addressing this matter, BC Gas is proposing to remove
34 approximately $2.9 million of revenue requirement from the
35 Inland commercial customers. As discussed in the residential
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1 and industrial sections of this application, the Company is

2 also proposing to reduce the rates of industrial customers,

3 primarily in the Lower Mainland, which removes approximately

4 $11 million of revenue requirement from those customers. The

5 uniform deli very charge for commercial rates has been
6 established after those reduced rates were taken into account.

7

8 Table 1 provides a sumary of the impact that the proposed

9 Rate Schedule 2 will have on annual bills compared to
10 permanent rates in effect as of January 1, 1993.
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1

2

3

4

5

Table 1

ANALYSIS OF THE IMPACT THAT A $14.00 BASIC MONTHLY

CHAGE AN $1.322/GJ DELIVERY CHAGE HAS ON ANAL
SHAL COHHERCIAL GAS BILLS

* Cost of Gas Included *

6
7
8
9

10
11
12
13

Divsion - Annua Current Proposed Annual Bil
Consumption Annua with $14 Basic Monthly

(GJ) Bil Charge and $1.322/GJ
Delivery Charge
Annl.a1 %

Bil
Increase Increase

(Decrease)
(Decrease)

Lower High * $2,69 $124 5%
Mainland

Medium * $1,593 $119 7%

Low* $ 275 $113 41%

Inland High $3,151 ($49) (14%)

Medium $1,923 ($271 ) (14%)

Low $ 429 ($ 49) (11 %)

Columbia Very High $13,178 $903 7%

High $2,235 $ 130 6%

Medium $1,356 $ 93 7%

Low $ 284 $ 67 24%

14
15

16

17

18

19

20

21

22

23

24
25
26 * High = 600 GJ/year * Medium = 350 GJ/year * Low = 50 GJ/year
27 Very High = 38 GJ/year
28
29 Note: Gas supply costs for Inland and Lower Mainland were established
30 by use of the allocation methodology from the Phase A Rate Design
31 Decision. Franchise fee charges for Inland and Columbia customers are32 included.
33
34
35 Although the table indicates a 41% increase for low volume
36 customers in the Lower Mainland service area those customers

37 consume a small volume of gas and are not covering the fixed
38 costs of supplying gas to them.
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1 Table 2 provides a sumary of the impact that the proposed

2 Rate Schedule 3 will have on annual bills compared to
3 permanent rates effective as of January 1, 1993.

45 Table 2
6 ANALYSIS OF THE IMPACT THAT A $14.00 BASIC MONTHLY
7 CHGE AN $1.322/GJ DELIVEY CHAGE HAS ON ANAL
8 LAGE COHHERCIAL GAS BILLS
9 * Cost of Gas Included *

10
11
12
13
14
15
16
17

18

19

20

Divsion Annua Current Proposed Annual Bil
Consumption Annual with $14 Basic Monthly

(GJ) Bill Charge and $1.322/GJ
Delivery Charge
Annua %

Bil
Increase Increase

(Decrease) (Decrease)

Lower High * $41,832 ($1,321 ) (3%)

Mainland Medium * $21,703 ($1,364) (6%)

Low. $ 8,841 ($ 604) (7%)

Inland High1 $4,570 ($1,563) (4%)

Medlum1 $20,766 ($1,178) (6%)

Low2 $ 9,48 ($1,546) (16%)

21

22

23
24
25 · High = 10,OOO/GJ year · Medium = 5,000 GJ/year · Low = 2,000 GJ/year
26
27 Note: Gas supply costs were established by use of the allocation
28 methodology from the Phase A Rate Design Decision. Franchise fee
29 charges for Inland customers are included.
30 1 High and Medium caculations based on current Inland rate 2.2
31 customers moving to the propoed rate Schedule 3.
32 2 Low caculations based on current Inland rate 2.1 customers moving to
33 proposed rate Schedule 3.
34
35

36 The Company believes that the proposed small and large
37 commercial rates under Rate Schedules 2 and 3 strike the best
38 balance of a number of rate design factors. The proposed
39 rates are fair and equitable since they will recover more

40 fairly the significant fixed margin cost component of
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commercial service and there will be uniform charges for all

service areas.

The proposed rates are simple since consumption and cost of

gas are the only variables other than franchise fees. Billing

adjustments, customer comprehension, and other administrative

functions will be simplified.

The proposed rates will contribute to more stable revenue and

earnings from year to year: An increased monthly basic charge

for most of the commercial customers will make customer bills

more consistent throughout the year, reducing high bills in

the winter months. BC Gas will have a more even monthly

distribution of revenues.

3. 0 IMPLEMENTATION OF THE PROPOSED BC GAS COMMERCIAL RATES

BC Gas proposes that Rate Schedules 2 and 3 and related

charges become effective January 1, 1994 as well as the

proposed new General Terms and Conditions. Specifically, all

of the proposed monthly Basic Charges, deli very charges, and

application for service fees will take effect on that date.

BC Gas proposes to mitigate the increases in the Columbia

Schedule 2 rates by phasing them in over a two year time

period. Funds currently held in income tax deferral accounts,

increased revenue from application for service charges, and

the revenue from interruptible and off-system gas sales will

also affect the impact experienced by the commercial

customers.

The table below provides a summary of the existing and

proposed revenue to be obtained from small commercial

customers under Rate Schedule 2 in the Lower Mainland, Inland

and Columbia divisions. The table is based on 1993 projected
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1 sales volumes and the permanent rates effecti ve January 1,

2 1993.
3

4

5

6 PROPOSBD RAD 2 SMA COMMRCIAL R.S
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23 The following table provides a sumary of the existing and
24 proposed revenue to be obtained from commercial customers

25 under Rate Schedule 3 in the Lower Mainland and Inland service
26 areas. The table is based on 1993 projected sales volumes and

27 includes the permanent rates effective January 1, 1993.
28
29 PROPOSED RAD 3 LAGB COMMCIAL R.S
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Lower Mainland Inland Columbia

Proj ected Sales
Volumes (GJ) 15,038,642 5,261,577 909,753

Proposed
Total Revenue $73,779,736 $24,850,156 $3,629,350
Existing
Total Revenue $68.512.167 $,8.228.647 $3.376.670
Total Revenue
Increase (Decrease) $ 5.267 .569 $(3.378.491) $ 252.680

Revenue Difference 7 . 69% -11.97% 7.48%

Lower Mainland Inland

Projected Sales
Volumes (GJ) 21,515,165 3,932,703

Proposed
Total Revenue $87,548,216 $15,429,310

Existing
Total Revenue $91.560.334 $17 .193.023

Total Revenue
Increase (Decrease) $(4.012.118) $(1.763.712)
Revenue Difference -4.38% -10.3%
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The total revenue required from small and large commercial

customers in 1994 will also be affected by:

1. Increasing Application for Service fees from $10 to $25

in those cases where gas service already exists but

simply requires a change from one customer to another.

In the case where a new gas service must be provided, the

fee will increase from $10 to $75. Details of these

proposed increases are available in Tab 12 of this

Volume. The $4 million in additional revenues generated
will be applied to reduce the Company's revenue
requirement.

2. Applying $126,000 of funds in the deferred income tax

account to the Columbia service area commercial
customers.

3. Interruptible gas sales revenue and off-system gas sales

revenue in excess of gas supply costs will be applied to

reduce the cost of gas for Lower Mainland and Inland

service areas customers.

4. For a 12 month period all Lower Mainland "captive"
customers will be billed a separate charge to recover the

revenue loss of $0.41 per gigajoule currently in the

deferral account established to capture the difference in

margin for the Lower Mainland Division customers that

swi tched from interruptible sales to interruptible

service (B.C.U.C. Order Numer G-92-91) for a 12-month

period. The balance forecast to be in that account for

transportation volumes to November 1, 1993, when the

$0.41 per gigajoule discrepancy should end, is
$3,271,000.
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5. Establishing common depreciation rates will reduce the

depreciation expense by $1.8 million, as set out in the

discussion on Regulatory Consolidation at Tab 5 of this

Volume.

The following table sumarizes

actions listed on the small

Schedule 2.

Lower
Mainland

Reduction Attributable
to Increase in
Application for fees $ 110,000

Withdrawal from
Divisional Deferred
Income Tax Balances

N/A

the impact

commercial
in 1994 of the

customers under

Inland Columia Total

$ 35,000 $ 8,000 $ 153,000

o $126,000 $ 126,000

Allocation of estimated
1994 Off-system Sales
Revenues & Gas Margin
Revenues

$1,805,700 $606,500 N/A $2,412,200

Repayment of 41ç
Deferred Account

($1,150,000) N/A ($1,150,000)N/A

Allocation of $1.8 million
Depreciation Reduction $ 218,000 $ 74,000 $ 14,000 $ 306,000

Total Reduction
in Commercial Revenue
Requirement through
other sources $ 983,700

New Revenue
Difference i 6.3 i

$715,500 $148,000 $1,847,200

-14.5 i 3.1 i
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The following table summarizes

actions listed on the large
Schedule 3.

the impact in 1994 of the

commercial customers under

Lower
Mainland Inland Total

Reduction Attributable
to Increase in
Application for fees $ 36,000 $ 11,000 $ 47, 000

Withdrawal from
Divisional Deferred
Income Tax Balances

NIA $ o $ o

Allocation of estimated
1994 Off-system Sales $2,126,500 $373,200 $2,499,700
Revenues & Gas Margin
Revenues

Repayment of 4lç $ ( 74 , 000 ) NIA $ (74,000)
Deferred Account

Allocation of $1.8 million
Depreciation Reduction $ 260,000 $ 46,000 $ 306,000

Total Reduction
in Commercial Revenue
Requirement through
other sources $2,348,500 $430,200 $2,778,700

New Revenue
Difference % -6.9% -12.8%

The Inland and Columia commercial customers will also receive

the benefit of the draw-down of the deferred income tax

balance to pay franchise fees. That draw-down is not
reflected in the tables ,above.
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1 REVENUE CALCULATION WORKPAPERS

2

3 The following four pages contain calculations of commercial

4 class revenue under present and proposed rates.

5

6 Revenue under existing rates is shown on page 21. Page 22

7 shows the calculation of proposed margin revenue under
8 proposed rates. The difference in present and proposed gross

9 margins is shown at the foot of page 22.

10

11 Under the proposed consolidated tariff rate schedules, it is
12 necessary to reclassify customers in the various service
13 areas. The rather succinct workpaper colum headings may need

14 to be clarified. Please refer to page 21, column (b).
15 Customers under the Lower Mainland Rate Schedules 2207, 2208,

16 and 2209 that have gas consumption in the range of zero to
17 2,000 gigajoules per year will be reclassified as proposed
18 Rate Schedule 2. The heading on page 21, column (b), "LM

19 2207/8/9))2" means customers under present Lower Mainland Rate

20 Schedules 2207, 2208, 2209 that will be moved to the Rate
21 Schedule 2. The heading over column (f) that reads "INL
22 2.2))3" means customers under existing Inland Rate Schedule 2.2
23 will be subject to the consolidated tariff Rate Schedule 3.
24

25 Pages 23 and 24 contain commercial class existing and proposed

26 rates and billing determinates.
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED COMMERCIAL TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 1 . Base Case i EXISTING TARIFF STRUCTURE
LM LM INL INL INL COL FT NEL FT NEL FT NEL

Ln.ANNUAL 2207/8/th)2 2207l8/th)3 2. b)2 2. b)3 2. 2))3 2.1&2.2))2 2. b)2 2. b)3 2 . 2))3 BC Gas
No.Existing Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (1) (9) (h) (1) (j) (k)

1 Bas i c Charge $2,467,747 $250,574 $2,347,361 $115,325 $18,151 $186,177 $0 $0 $0 $5,385,335
2 Minimu Charge 0 0 0 0 0 0 55,400 5,624 428 61,452
3 1st Block $22,592,841 $22,784,621 $2,162,294 $144,986 $22,695 $586,829 ($10,151 ) ($1,143) ($77) $48,282,895
4 2nd Block 10,956 6,191,924 7,653,927 1,608,297 277,653 164,974 193,728 90,253 10,022 16,201,734
5 3rd Block 0 169,379 1,225,709 2,470,375 1,994,386 316,329 2,294 29,594 14,685 6,222,751
6 4th Block 0 15,131 0 '. ' 0 0 0 0 0 0 15,131
7 5th Block 0 0 0 0 0 0 0 0 0 0
8 .
9 Total Exs. Net Margin (1) $25,071 ,544 $29,411,629 $13,389,290 $4,338,983 $2,312,885 $1,254,309 $241,270 $124,328 $25,058 $76,169,297
10
11 AOJ 1 = Com. Costs $14,898,783 $21,315,074 $4,916,417 $2,285,097 $1,389,472 $1,704,240 $249,003 $148,315 $26,463 $46,932,864
12 ADJ 2 = Fixed Costs 28,541,839 40,833,631 9,216,178 4,283,578 2,152,544 332,424 1 ,007 600 124 85,361,926
13 AOJ 3 = Franchise Fees 0 0 706,762 280,109 150,354 85,697 0 0 0 1,222,921
14
15 Total Adjustments $43,440,622 $62,148,705 $14,839,357 $6,848,784 $3,692,370 $2,122,361 $250,010 $148,915 $26,586 $133,517,711
16
17 Total Exs. Rate Rev. $6,512,167 $91,560,334 $28,228,647 $11,187,767 $6,005,256 $3,376,670 $491,281 $273,242 $51,645 $209,687,008
18
19 Spread Adj. Factor (2) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
20
21 Total Exs. Rate Rev. (3) $6,512,167 $91,560,334 $28,228,647 $11,187,767 $6,005,256 $3,376,670 $491,281 $273 , 242 $51,645 $209,687,008
22
23
24
25
26 Notes:
27
28 (1) Total Existing Net Margin does not include Franchise Fees revenues.
29 (2) Spread Adjustment Factor not avai lable for revised customr classes.
30 (3) Total Existing Rate Revenue does not include Revelstoke.
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TABLE 2 - Base Case

Ln.ANNUAL
No.Proposed Rates

(a)

1 Basic Charge
2 Minimu Charge
31st Block
4 2nd Block
5 3rd Block
64th Block
75th Block
8
9 Total Margin Revenue
10
11 AOJ 1 = Comm. Costs
12 ADJ 2 = Fixed Costs
13 ADJ 3 = Franchise Fees
14
15 Total Gas Cost Rev.
16
17 Total Prop. Rate Rev.
18
19 Spread Adj. Factor (2)
20
21 Total Prop. Rate Rev.
22
23
24 Total Exs. Rate Rev.
25
26 Prop. - Exs. Rate Rev.
27
28
29 Difference (%)
30
31
32 GROSS MARGINS:
33
34 Exs. Margin Revenue
35 Prop. Margin Revenue
36
37 Margin Difference
38
39 Margin Difference (%)
40
41 UNIT VALUES:
42
43 Existing Avg Margin
44 proposed Avg Margin

LM

2207/8/9))2
Revenue

(b)

$7,445,788
o

$19,881,085
o
o
o
o

BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED COMMERCIAL TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

LM

2207/8/~)3
Revenue

(c)

$756,042
o

$28,443,048
o
o
o
o

.~
$27,326,874 $29,199,089

$14,898,783 $21,315,074
31,554,079 37,034,053o 0

INL
2. b)2

Revenue

(d)

$2,545,550
o

$6,955,805
o
o
o
o

$9,501,355

$4,916,417
9,810,210

622,175

INL
2.b)3

Revenue

(e)

$125,062
o

$3,232,982
o
o
o
o

'.

$3,358,044

$2,285,097
3,746,297

241,121

PROPOSED TARI FF STRUCTUREINL COL
2.2~3 2.1&2.2~2
Revenue Revenue

(f)
$19,68

o
$1,966,052

o
o
o
o

$1,985,73

$1,389,621
2,278,211

145,184

$46,452,862 $58,349, 127 $15,34~,802 $6,272,515 $3,813,016

$73,779,736 $87,548,216 $24,850,156 $9,630,558 $5,798,752

0.00% 0.00% 0.00% 0.00% 0.00%

$73,779,736 $87,548,216 $24,850,156 $9,630,558 $5,798,752

$6,512,167 $91,560,334 $28,228,647 $11,187,767 $6,005,256

$5,267,569 ($4,012,118) ($3,378,491) ($1,557,208) ($206,504)

7.69% -4.38% -11.97% -13.92% -3.44%

$25,071,544 $29,411,629 $13,389,290 $4,338,983 $2,312,885
27,326,874 29,199,089 9,501,355 3,358,044 1,985,736

$2,255,329

9.00%

$1.67
$1.82

-0.72%

($212,540) ($3,887,936)

-29.04%

$1.37
$1.36

$2.54
$1.81

($980,939) ($327,149)

-22.61% -14.14%

$1.77
$1.37

2 Jun 1993

$1.56
$1.34

(g)

$297,883
o

$1,202,693
o
o
o
o

$1,500,576

$1,704,240
332,424
92,110

$2,128,774

$3,629,350

0.00%

$3,629,350

$3,376,670

$252,680

7.48%

$1,254,309
1,500,576

$246,267

19.63%

$1.38
$1.65

FT NEL
2. b)2

Revenue

(h)

$0
55,400

($10,151 )
193,728

2,294
o
o

$241,270

$249,003
1,007

o

$250,010

$491,281

0.00%

$491,281

$491,281

$0

0.00%

$241,270
241,270

$0

0.00%

$1.80
$1.80

FT NEL
2.b)3

Revenue

(i)
$0

5,624
($1,143)
90,253
29,594

o
o

$124,328

$148,315
600

o

$148,915

$273,242

0.00%

$273 , 242

$273,242

$0

0.00%

$124,328
124,328

$0

0.00%

$1.55
$1.55

FT NEL
2.2))3

Revenue

(j)
$0

428
($77)

10,022
14,685

o
o

$25,058

$26,463
124

o

BC Gas
Revenue

(k)

$11,190,009
61,452

$61,670,293
294,003.
46,573

o
o

$73,262,330

$46,933,012
84,757,005

1,100,589

$26,586 $132,790,606

$51,645 $206,052,936

0.00% 0.00%
$51,645 $206,052,936

$51,645 $209,687,008

0.00%

$25,058
25,058

$0

0.00%

$1.52
$1.52

$0 ($3,634,072)

-1 .76%

$76,169,297
73,262,330

($2,906,967)

-3.82%
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED COMERCIAL TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 3 - Base Case i EXISTING TARIFF STRUCTURE

Ln.EXISTING INPUT TABLE LM LM INL INL INL COL FT NEL FT NEL FT NEL
No.COMMERCIAL ANNUAL 2207/8/9))2 2207/8/9))3 2. h)2 2. h)3 2. 2))3 2.1&2.2))2 2. h)2 2. h)3 2.2))3

(a) (b) (c) (d) (e) (f) (g) (h) (0 (j)
1 EXISTING RATES ($/GJ): (1
2
3 Basic Charge $4.640 $4 .640 $12.910 $12.910 $12.910 $8.750 SO.OOO SO.OOO So. 000 

4 Miniir Charge 0.000 0.000 0.000 0.000 0.000 0 18.320 18.320 17.840
5
6 Price 1st Block $1.503 S1.503 $2.754 S2.m $2.742 $1.248 ($1.861) ($1.861 ) ($1.611 )
7 Price 2nd Block 1.013 1.013 2.094 2.113 2.082 1.148 1.522 1.522 1.531
8 Price 3rd Block 0.763 0.763 1.494

..
1.513 1.482 1.069 1.474 1.474 1. 483

9 Price 4th Block .0.543 0.543 0.000 0.000 0.000 0.000 0.000 0.000 0.000
10 Price 5th Block 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
11
12 Price ADJ 1=Com. Costs SO.991 SO.991 $0.934 $0.934 SO.934 $1.873 S1.854 $1.854 $1. 604
13 Price ADJ2=Fixed Costs 1.898 1.898 1 .752 1.752 1.447 0.365 0.008 0.008 0.008
14 Pri ce ADJ 3=Fran. Fees 0.000 0.000 0.134 0.115 0.101 0.094 0.000 0.000 0.000
15
16
17 EXISTING BLOCK ENDINGS (GJ)
18
19 End of 1st Block 500 500 6 6 6 50 2 2 2
20 End of 2nd Block 8,000 8,000 105.5 105.5 105.5 100 300 300 300
21 End of 3rd Block 25,000 25,000 99,999.9 99,99.9 99,999.9 99,99.9 999,999.9 99,99.9 999,999.9
22 End of 4th Block 999,999.9 99,99.9 0 0 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0 0 0 0 0
24
25 ADJ 1 = Comity Costs 999,99.9 999,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 999,999.9
26 ADJ 2 = Fixed Costs 999,999.9 99,99.9 999,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,999.9 999,99.9
27 ADJ 3 = Franchi se Fees 0 0 99,99.9 99,99.9 99,99.9 99,99.9 0 0 0
28
29
30 No. GJ's IN INTERVAL:
31
32 1st Block 15,027,831 15,155,395 785,239 52,276 8,276 470,1n 5,454 614 48
33 2nd Block 10,811 6,110,050 3,655,738 760,978 133,346 143,693 127,310 59,310 6,548
34 3rd Block 0 221,874 820,600 1,632,269 1,345,558 295,883 1,556 20,081 9,904
35 4th Block 0 27,846 0 0 0 0 0 0 0
36 5th Block 0 0 0 0 0 0 0 0 0
37

¡g38 ADJ 1 = Commodi ty Costs 15,038,642 21,515,165 5,261,5n 2,445,523 1,487,180 909,753 134,320 80,006 16,500
39 ADJ 2 = Fixed Costs 15,038,642 21,515,165 5,261,5n 2,445,523 1,487,180 909,753 134,320 80,006 16,500 .:
40 ADJ 3 = Franchise Fees 0 0 5,261,5n 2,445,523 1,487,180 909,753 0 0 0 ~.

oi
41 CD
42 ø.
43 NUMBER OF BILLS: 531,842 54,003 181,825 8,933 1,406 21,2n 3,024 307 24 t.
44 s:
45 ::
46 (1 ) Ft Nelson Margins adjusted to reflect 2 GJ gas costs associated with Minimu Charge CD It
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EX I ST I NG AND PROPOSED COHMERC I Al TAR IFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 4 - Base Case i PROPOSED TAR IFF STRUCTURE

In. PROPOSED INPUT TABLE lM lM INl INl INl COL FT NEl FT NEl FT NEl
No.COMMERCIAL ANNUAL 2207/8/9,,2 2207/8/t¡,3 2.",2 2. ",3 2. 2,)3 2.1&2.2))2 2.")2 2. ")3 2 . 2))3

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j )

1 PROPOSED RATES (S/GJ):
2
3 Bas i c Charge S14.000 $14.000 $14.000 $14.000 S14.000 S14.000 SO.OOO SO.OOO SO.OOO
4 Minill Charge 0.000 . 0.000 0.000 0.000 0.000 0.000 18.320 18.320 17.840
5
6 Price 1st Block S1. 322 $1.322 $1.322 $1.322 S1.322 $1.322 (S1.861 ) (S1.861 ) (S1.611 )
7 Price 2nd Block 0.000 0.000 0.000 '.' 0.000 0.000 0.000 1.522 1.522 1.531
8 Price 3rd Block .0.000 0.000 0.000 0.000 0.000 0.000 1.474 1.474 1.483
9 Price 4th Block 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
10 Pri ce 5th Block 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
11
12 Price ADJ 1=Com. Costs SO.991 SO.991 $0.934 SO.934 SO.934 $1.873 $1.854 $1.854 S1.604
13 Price ADJ 2=Fixed Costs 2.098 1.721 1. 865 1.532 1.532 0.365 0.008 0.008 0~008
14 Pri ce ADJ 3=Fran. Fees 0.000 0.000 0.118 0.099 0.098 0.101 0.000 0.000 0.000
15
16
17 PROPOSED BLOCK ENDINGS (GJ)
18
19 End of 1st Block 999,99.9 999,999.9 99,999.9 99,99.9 99,99.9 99,99.9 2 2 2
20 End of 2nd Block 0 0 0 0 0 0 300.0 300.0 300.0
21 End of 3rd Block 0 0 0 0 0 0 99,999.9 99,99.9 999,999.9
22 End of 4th Block 0 0 0 0 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0 .0 0 0 0
24
25 ADJ 1 = Commdity Costs 999,99.9 999,999.9 99,99.9 999,99.9 99,999.9 99,99.9 99,999.9 999,99.9 999,999.9
26 ADJ 2 = Fixed Costs 999,999.9 999,999.9 99,99.9 99,99.9 99,99.9 99,999.9 999,999.9 99,999.9 999,999.9
27 ADJ 3 = Franchise Fees 0.0 0.0 999,99.9 99,99.9 999,99.9 99,999.9 0.0 0.0 0.0
28
29
30 No. GJ's IN INTERVAL:
31
32 1st Block 15,038,642 21,515,165 5,261,577 2,445,523 1,487,180 909,753 5,454 614 48
33 2nd Block 0 0 0 0 0 0 127,310 59,310 6,548
34 3rd Block 0 0 0 0 0 0 1,556 20,081 9,904
35 4th Block 0 0 0 0 0 0 0 0 0
36 5th Block 0 0 0 0 0 0 0 0 0
37

¡g
38 ADJ 1 = Comodi ty Costs 15,038,642 21,515,165 5,261,577 2,445,523 1,487,180 909,753 134,320 80,006 16,500 -:
39 ADJ 2 = Fixed Costs 15,038,642 21,515,165 5,261,577 2,445,523 1,487,180 909,753 134,320 80,006 16,500 ...
40 ADJ 3 = Franchise Fees 0 0 5,261,577 2,445,523 1,487,180 909,753 0 0 0 ui

CD
41 ø.
42

~43 NUMBER OF BILLS: 531,842 54,003 181,825 8,933 1,406 21 ,277 3,024 307 24
:i
CD "t
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1 BILL FREQUENCY ANALYSES, PROPOSED RATE SCHEDULE 2

2

3 The frequency distribution of bills and sales of natural gas

4 rendered to small commercial customers in the Lower Mainland,

5 Inland, and Columbia Divisions are shown on the three
6 following pages. Bill frequency analyses were prepared for

7 customers in each of the Company i s service areas that use

8 under 2,000 gigajoules per year.

9

10 The solid black line that depicts the ogi ve of energy sales
11 falls into almost the same position for small commercial

12 customers in the Lower Mainland, Inland, and Columbia service
13 areas. This can be seen by referring to each chart at 10
14 gigajoules per month. On page 26, the percent of total sales
15 to the small volume commercial customers in the Lower Mainland

16 is about 22 percent. On page 27, the graph at 10 gigajoules

17 per month indicates that about 22 percent of the total Inland
18 service small commercial customers sales are rendered at this
19 point. On page 28, the sales ogive indicates about 22 percent

20 of total energy sold to Columbia small commercial customers is

21 at 10 gigaj oules per month.

22

23 At 100 gigajoules per month, the percent of sales is 85, 82,
24 and 85 percent respectively for the small commercial customers
25 in the Lower Mainland, Inland, and Columbia service areas.

26 The energy sales ogi ve is exceedingly important because it
27 indicates the homogenous energy characteristics of these

28 customers. Common energy sales ogi ves for small commercial

29 customers in each service area is a posi ti ve factor for
30 consolidation. A common price for service under Rate Schedule

31 2 treats all small commercial customers the same.

32

33

34

35
(
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(n
BCGa

LOWER MAINLAND DIVISION
Small Commercial Service

Customers With Energy Use Under 2,000 GY/Year
Annual Bil Frequency Analysis

Cumulative Percent on Probability/Logrithmic Scale
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INLAND DIVISION
Small Commercial Service

Customers With Energy Use Under 2,000 GJ/Year
Annual Bill Frequency Analysis

Cumulative Percent on Probabilty/Logrithmic Scale
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(n
BCGas

COLUMBIA DIVISION
Small Commercial Service

Customers With Energy Use Under 2,000 GY/Year
Annual Bil Frequency Analysis

Cumulative Percent on Probabilty/Logrithmic Scale
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1 LONG RUN INCREMENTAL COSTS: SMALL COMMERCIAL SERVICE

2

3 The following four charts display LRIC relationships for
4 proposed Rate Schedule 2. The first chart compares divisional

5 LRIC at various levels of gas consumption in the Lower
6 Mainland, Inland, and Columbia Divisions. On the next three

7 graphs, LRIC is compared to present and proposed commercial

8 rates for those service areas.
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LOWER MAINLAND DIVISION
Proposed Schedule No.2

Small Commercial Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC

o

. \.. \~ ""'ñ " \
O~ \~ '.~ \.0 "'! '. \

~" " ,(. ,.
$. .~ ~ .... \

Pb. ~', \
is~''l' ~ .

~ ...(~~O,) ~~b_ .
" \

'~~oe+~ ..
~~o ~ CD '. \:9)

"" ..
i' .. ............

.. -- .. ................
" .-- . .--

I.ic ---
rn

1 Z 3 4 10 ZO 30 40 1

Gigajoules per Month

CD LRIC indicates that the present rate margin below about 12 GJs per month
could be increased

o LRIC indicates that the present rate margin above 20 GJs per month
could be decreased.

o LRIC is calculated using 350 GJs annual usage (or about 30 GJs per month).
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INLAND DIVISION
. Proposed Schedule No.2
Small Commercial Rate and Cost Margins

Present Rate & Proposed Postage Stamp Margin
Compared to LRIC

o

0 \0

00 o.
~ ...,'\\ \\00. \

0. 0~ 0 \
. "'1:. .0 \~ .0 \"'.. 00 \

\0 ... ,
~.o \ \

%00 '
.. \

1
\

.~
'0 ~Nr R.7l~ (~.i)~-............ ..

.. .. .............. .... 000- -- . ....
00l.ic -- 0--- ..-

CD

1 2 3 . 10 20 30 1

Gigajoules per Month

CD LRIC indicates that the present rate margin could be decreased.

o LRIC is calculated using 350 GJs annual usage (or about 30 GJs per month).

Tab 7

Page 32

o



(n
, BCGas

10

9

8

7
ci..
;:0... 6
CO
tW.~è
I- 5
cii:
rn
I- .
CO....0i:

3

Z

COLUMBIA DIVISION
Proposed Schedule No.2

Small Commercial Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
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CD LRIC indicates that the present rate margin below 15 GJs per month
could be increased

o LRIC'indicates that the present rate margin above 15 GJs per month
could be decreased

Tab 7

Page 33

.. .. o
..

1 0



Tab 7

Page 34

1 FULLY DISTRIBUTED COSTS: SMAL COMMERCIAL SERVICE

2

3 The following chart compares the small commercial class FDC in

4 each di vision. The three charts that follow compare the

5 di visional FDC to present and proposed commercial rates in the

6 Lower Mainland, Inland, and Columia service areas.

I
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LOWER MAINLAND DIVISION
Proposed Schedule No.2

Small Commercial Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to FDC Margin
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CD FDC indicates that the present rate margin below 30 GJs per month
could be increased.

o FDC indicates that the present rate margin above 30 GJs per month is
not unreasonable.
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INLAND DIVISION
Proposed Sçhedule No.2

Small Commercial Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to FDC Margin
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CD FDC indicates that the present rate margin could be decreased.
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COLUMBIA DIVISION
Proposed Schedule No.2

Small Commercial Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to FDC Margin
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CD FDC indicates that the present rate margin at about 20 GJs per month
could be increased.

(2 FDC indicates that the present rate margin above 20 GJs per month is not
unreasonable.
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1 PRICE OF COMPETITIVE ENERGY: SMALL COMMERCIAL SERVICE

2

3 The following three charts compare the prices of competi ti ve

4 energy to present and proposed commercial rates in the Lower

5 Mainland, Inland, and Columbia service areas.
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LOWER ,MAINLAND DIVISION
Proposed Schedule No.2

Small Commercial Service Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can be

increased without losing market share and to give customers a signal
to use natural gas more efficiently.
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Proposed Schedule No.2
Small Commercial Service Burner Tip Rate

Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can beincreased without losing market share and to give customers a signal
to use natural gas more efficiently.
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COLUMBIA DIVISION
Proposed Schedule No.2

Small Commercial Service Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can beincreased without losing market share and to give customers a signal
to use natural gas more efficiently.
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1 LONG RUN INCREMENTAL COSTS: LAGE COMMERCIAL SERVICE

2

3 The following three charts display LRIC relationships for
4 proposed Rate Schedule 3. The first chart compares divisional

5 LRIC at various levels of gas consumption in the Lower
6 Mainland, and Inland. On the next two graphs, LRIC is
7 compared to present and proposed commercial rates in the

8 Inland and Lower Mainland service areas.
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LOWER MAINLAND DIVISION
Proposed Schedule No.3

Large Commercial Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
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CD LRIG indicates that the present rate margin below 45 GJs per month
could be increased.

o LRIG indicates that the present rate margin allove 45 GJs per month
could be decreased.

o LRIG is calculated using 4,000 GJs annual usage (or about 330 GJs per month).
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(n
BCGa INLAND DIVISION

Proposed Schedule No.3
Large Commercial Rate and Cost Margins

Present Rate & Proposed Postage Stamp Margin
Compared to LRIC
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CD LRIC indicates that the present rate margin below 20 GJs per month
could be increased.

o LRIC indicates that the present rate margin above 20 GJs per month
could be decreased.

o LRIC is calculated using 4,000 GJs annual usage (or about JJO GJs per month).
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1 FULLY DISTRIBUTED COSTS: LAGE COMMERCIAL SERVICE

2

3 The following chart compares the small commercial class FDC in

4 Inland and Lower Mainland service areas. The two charts that

5 follow compare the divisional FDC to present and proposed

6 commercial rates in the Lower Mainland and Inland Divisions.

7

í
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1 PRICE OF COMPETITIVE ENERGY: LAGE COMMERCIAL SERVICE

2

3 The following two charts compare the prices of competitive

4 energy to present and proposed commercial rates in the Lower

5 Mainland and Inland service areas.
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LOWER MAINLAND DIVISION
Proposed Schedule No.3

Large Commercial Service Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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CD Price of competitive energy indicates that the present rate can be
increased without losing market share and to give customers a signal
to use natural gas more efficiently.
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INLAND DIVISION
Proposed Schedule No.3

Large Commercial Service Burner Tip Rate
Present & Proposed Rates Including Cost of Gas
Compared to the Price of Competitive Energy
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PROPOSED GENERA FIRM SERVICE AN
GENERA FIRM TRASPORTATION

1 1.0 INTRODUCTION
2

3 Customers that use gas in their processes generally exhibit a

4 high load factor and are usually sophisticated in choosing

5 their gas supply and delivery package. Under the existing

6 rate schedules this type of large commercial or small
7 industrial customer generally is offered firm service in the

8 Lower Mainland under Rate Schedules 2209 and firm
9 transportation under Rate Schedule 2007, while in the Inland

10 service area, this type of customer is offered firm service
11 under Rate Schedule 5 and firm transportation under Rate
12 Schedule 25. In the Columbia service area the existing
13 schedules only offer firm service under Rate Schedule 3. BC
14 Gas now proposes to provide these services under the common

15 Rate Schedule 5 - General Firm Service, and Rate Schedule 25 -
16 General Firm Transportation.
17

18 Load factor analysis of commercial customers under existing
19 Lower Mainland Rate Schedules 2207, 2208 and 2209 and Inland

20 and Columbia Rate Schedules 2.1 and 2.2 indicates that there
21 are customers who are now classified in "commercial" which

22 have gas consumption profiles which are more akin to
23 "industrial" customers than commercial space heating
24 customers. Customers which use less than 50 percent of their
25 gas for space heating and the balance for processing purposes

26 have higher load factors throughout the year than commercial
27 space heating customers. BC Gas has identified 151 customers

28 under Lower Mainland Rate Schedules 2207, 2208 and 2209, 33

29 customers under Inland Rate Schedules 2. 1 and 2. 2 , and 4
30 customers under Columbia Rate Schedules 2.1 and 2.2 that have

31 processing loads that would benefit from proposed Rate
32 Schedules 5 and 25.
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1 The average load factor of the customers expected to be on

2 Rate Schedules 5 and 25 is approximately 45%. This load
3 factor is higher than that of the residential and commercial

4 class of customers and represents a more eff icient use of the

5 gas transmission and distribution facilities. This more
6 efficient use merits a separate classification. The separate

7 classification is "General Service".

8

9 Merely classifying commercial and industrial customers by

10 annual gas consumption has its limitations. It is the
11 Company's intent under the general service class to recognize
12 load factor as a primary criteria for setting rate levels. A
13 firm service rate schedule should recognize that high annual
14 consumption may not equate to high load factor. The proposed
15 classification, however, is a first step toward more explicit
16 means to determine customer load factor such as demand
17 meter ing .
18

19 BC Gas will offer Rate Schedule 5 - General Firm Service,
20 which includes the sale of gas and the provision of
21 transportation. It is service which provides the gas at the

22 outlet of the meter at the customer's premises. BC Gas will

23 also offer Rate Schedule 25 - General Firm Transportation,

24 which provides only firm transportation of gas purchased by
25 the customer from a producer or marketer.

26

27 A discussion of the terms and conditions applicable to Rate
28 Schedules 5 and 25 is found at Tab 9 of this volume, pages 29
29 and 30.
30

31 The graphic on the following page depicts the difference
32 between the gas supply for Rate Schedules 5 and 25.

I

I.
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In determining the rates that should apply to the general

service customers, BC Gas has considered studies relating to

long run incremental and fully distributed costs to serve the

proposed Rate Schedules 5 and 25 customers.

1.1 Long Run Incremental Cost

A long run incremental cost (LRIC) study has been undertaken

by the Company. The focus of the LRIC is mainly on the costs
associated with serving new customers rather than the cost

associated with additional consumption by existing customers.

The long run incremental cost study indicates that the
proposed Rate Schedules 5 and 25 margin costs are as shown

below. The average revenue margins under present rates for

the customers that will move to Rate Schedules 5 and 25 are

compared to the LRIC information shown in the table.

LRIC Compared to Averaoe Maroin Revenue

LRIC/GJ Avo Maroin/GJ

Lower Mainland

Inland
Columbia

SO.59
0.66
0.58

S1.79
1.31
0.78

Excess
(Deficiencv)

S1. 20
0.65
0.20

The conclusion to draw from this table is that these customers

which will move to the proposed Rate Schedules 5 and 25 have

been paying average margins in excess of LRIC applicable to

them.

\

Enclosed in the Technical Appendix, page 26 through 29, are

charts that represent per-unit LRIC costs at various levels of

consumption. The first chart shows that the LRIC in the Lower

Mainland, Inland, and Columbia service areas are approximately

the same. Graphics that compare the LRIC to present and

proposed rates in the three service areas follow.
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1.2 Fully Distributed Cost

The basic purpose of a fully distributed cost (FOe) study is

to compare revenue generated by rates to the cost that BC Gas

incurs in serving this class of customers. The Company

studied three variants of fully distributed capacity cost

allocation methodologies: the peak responsibility method

(PR); non-coincident demand peak (NCO); and average and excess

demand method (AEO) . These demand cost allocation
methodologies are more fully described in the description of

the FOC studies in Volume 2, Tab 2.

The results of the FOC study for Lower Mainland, Inland and

Columbia are found respectively in Volume 2, Tab 20, sections

3, 4 and 5, pages 1. 2A, 2. 2A and 3. 2A.

The findings of the FOC studies for the customers who are

expected to be on Schedules 5 and 25, using the margins from

the rate schedules on which the customers are at the present

time, are:

Revenue Marain as a Percentaae of Cost Marain

for Customers to be on Proposed Rate Schedules 5 and 25

PR NCD AED

Lower Mainland 183. 70% 207.50% 191.72%
Inland 139.90% 152.13% 140.29%
Columbia 89.25% 92.20% 84.94%

The conclusion to draw from the fully distributed cost studies

is that the customers which will move to the proposed Rate

Schedules 5 and 25 have been paying average margins in excess

of the fully distributed costs applicable to them. It must be

noted that the customers come from a variety of present

customer classes.

2 . 0 PROPOSED GENERAL SERVICE RATES

BC Gas proposes Rate Schedules 5 and 25 with a $300 monthly

Basic Charge and seasonal delivery charges of $1.50 per
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1 gigajoule for gas consumed between November 1st and March 31st

2 and $0.75 per gigajoule for gas consumed between April 1st and

3 October 31st.
4

5 The Company i s gas distribution facilities are designed to meet

6 the peak day requirements of f iri service customers. There is

7 a need to give customers a price signal to limit loads during

8 peak load periods. This rate schedule recognizes this fact by

9 introducing a higher delivery charge during the winter period.

10 BC Gas is proposing a differential in both rate schedules
11 between the deli very charge in the sumer and winter, from
12 $0.75 to $1.50 per gigajoule, as a step toward encouraging
13 customers to better manage their annual gas consumption
14 profile.
15

16 Another attribute of the sumer/winter differential may be to
17 shift some winter gas consumption to sumer periods.
18 Potential exists for these customers to manage gas consumption

19 as part of their production process, far more than exists for

20 commercial customers that use gas primarily for space heating.
21 An example of this would be a sawmill scheduling lumer kiln
22 drying, which requires large volumes of gas, in months that
23 attract lower rates. Managing space heating requirements

24 through more efficient equipment and insulation will be
25 encouraged by the higher winter delivery charge that reflects
26 the greater value of the gas resource and infrastructure in
27 the winter months.
28

29 BC Gas believes that the customers in the general service
30 class should eventually move to rates which include a demand

31 charge. A demand charge will provide an incentive to
32 customers to 'decrease their peak day demands on the system.
33 At the present time only about 50% of the customers have
34 demand meters installed and accordingly a demand charge is not

35 possible for these customers at this time. Moreover, further
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1 information must be provided to these customers over time to

2 make them better aware of the concept of demand charges.

3

4 2 . 1 Monthly Charges

5

6 The proposed $300.00 per month basic charge represents a

7 significant decrease in the basic charges now paid by the

8 Inland and Columbia small industrial customer (from $548.94),

9 while it is a significant increase in the basic charge for

10 customers in the Lower Mainland who receive gas from the

11 utili ty. Those Lower Mainland customers have only paid a basic

12 charge of approximately $5.00 per month. The transportation
13 customers in the Lower Mainland (Schedule 2007) have been

14 paying a transportation administration charge of $548.94. The
15 proposed basic charge is roughly equal to the customer costs
16 identified for customers in the FDe study (see Volume 2, Tab

17 2D, Page 1.2A, line 17) of $270.00. That amount relates to
18 1992 costs.
19

20 In addition to the monthly basic charge those customers which

21 transport gas under Rate Schedule 25 will pay a Direct
22 Purchase Administration Charge of $175.00 per month. This has

23 been reduced from the transportation service administration
24 Charge of $548.94 now in effect for these customers. for
25 further discussion of the Direct Purchase Administration

26 Charge, refer to page 11 at Tab 9 of this Volume.
27

28 2.2 Availability of General Firm service

29

30 It is proposed that Rate Schedule 5 - General Firm Service,

31 will be available only to a customer which uses more than 50%

32 of its approved connected gas load for applications other than

33 space heating. The gas supply costs allocated to this
34 customer class will reflect the load factor of the class. In
35 order to maintain a good load factor for the class, with a
36 corresponding gas supply cost, the limitation is proposed.
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2.3 Impact of Proposed Rates

The proposed rate schedules will have varying impacts on the

annual bills of customers depending upon their current rate

structure.

The customers in the Lower Mainland which now move their gas

on transportation service (Schedule 2007) will all experience

decreases in their annual bills. The total decrease to that

group of customers exceeds $1.1 million. Overall the Inland

transportation customers (Schedule 25) will also experience a

decrease, although the effect on individual customers varies.

For further details see page 16, colums (c) and (e) of this
tab.

The Lower Mainland customers which purchase their gas from the

utili ty generally will see decreases in their annual bills due

to lower gas supply costs which more than offset margin

increases to most customers. The overall decrease in revenue

from these Lower Mainland customers is expected to be close to

$1.0 million. See column (b) on page 16. The decrease in gas

supply costs for these customers is $0.598 per gigajoule. For
further details of the means by which gas supply costs were

determined see Tab 11 of this volume. The margin increases in

the Lower Mainland reflect the increased basic charge.

The customers in Inland which purchase their gas from the

utility will generally experience lower annual bills. The

revenue decrease can be seen in column (d) on page 16.

The customers in Columia experience margin increases and only

those moving from Rate Schedule 2.2 to the proposed Rate

Schedule 5 will experience a reduced gas supply cost. The

revenues and margins from Columbia customers will increase as

their margins are presently below those in the Lower Mainland

and Inland service areas.
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1 BC Gas has evaluated the impact on the annual bills at
2 proposed rates for the customers in the Lower Mainland, Inland

3 and Columia service areas which purchase gas from the
4 utility. The evaluation was conducted at three levels of

5 consumption: high (80,000 GJ per year), medium (30,000 GJ

6 per year) and low (6,000 GJ per year). Table 1 provides a

7 sumary of the impact that the proposed monthly Basic Charge

8 and seasonal delivery charges for Rate Schedules 5 and 25

9 customers will have on annual bills using permanent rates in

10 effect as of January 1, 1993.
11

12 The impact on the total annual cost of gas for the customers
13 which purchase their gas from producers or marketers cannot be,
14 evaluated by BC Gas since the cost of gas to these customers
15 is not known by the utility. The overall impact on the
16 transportation costs of those customers can be seen at Page 16
17 of this tab which sets out that the group of customers now on

18 Lower Mainland Rate Schedule 2007 will experience a revenue

19 decrease of 33% and the group of customers now on Inland Rate

20 Schedule 25 will experience a revenue decrease of 0.3%.
21
22

23 3.0 IMPLEMNTATION 01' PROPOSBD BC GAS RATB SCHBDULBS 5 AN 25

24

25 Be Gas proposes that Rate Schedule 5 become effective January 1,

26 1994 and Rate Schedule 25 become effective November 1, 1993 to

27 coincide with natural gas contract years. Most customers in
28 the Lower Mainland and Inland service areas will experience

29 decreases in their monthly bills. BC Gas proposes to phase in
30 increases in the Columia rates in the same manner as the
31 phase in of the Columbia residential and commercial rates.
32

33 The Company believes that the proposed Rate Schedules 5 and 25

34 strike the best compromise of a number of rate design factors.

35

36 The proposed rates are simple since consumption and cost of
37 gas are the only variables other than franchise fees. Billing
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adjustments, customer comprehension, and other administrative

functions will be simplified. The difference in winter and

sumer deli very charges will encourage energy conservation and
gas system eff iciency .

Table 1

ANYSIS OP THE IMPACT THAT A $300.00 BASIC MONTHLY CHAGE

AN A $1.50/GJ (WINTER) AN A $0.75 (SUHER) DELIVERY CHAGE

HAS ON ANAL RATE SCHEDULE 5 GAS BILLS
* Cost of Gas Included *

Divsion Annua Current Proposed Annual Bill
Consumption Annua with $300 Basic Monthly

(GJ) Bil Charge and $1.50/GJ

Winter and $0.75
Summer Delivery

Charge
Annual %

Bill

Increase Increase
(Decrease) (Decrease)

Lower High * $315,156 ($4,238) (14%)
Mainland

Medium * $120,056 ($15,837) (13%)

Low* $ 26,282 ($ 2,558) (10%)

Inland High $318,162 ($4,716) (14%)

Medium $119,912 $(14,745) (12%)

Low $ 24,748 ($ 834) (3%)

Columbia High $225,250 $ 30,925 14%

Medium $ 92,796 $ 5,519 6%

Low $ 24,547 ($ 2,003) (8%)

* High = SO,OOO GJ/year * Medium = 30,000 GJ/year * Low = 6,000 GJ/year

Note: Gas supply costs for Inland and Lower Mainland were established
by use of the allocation methodology from the Phase A Rate Design
Decision. Franchise fee charges for Inland and Columbia customers are
included. The Lo~er Mainland example represents an existing Rate 2207/8
customer moving to the proposed Rate 5, the Inland example an existing
Rate 2.2 customer to Rate 5, and the Columbia example an existing Rate
3 to Rate 5.
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TABLE 1 - Base Case

Ln. ANNUAL
No. 1993 Industrial Rates

(a)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Basic Charge
Minimum Charge
1st Block
2nd Block
3rd Block
4th Block
5th Block

LM

2207./8115
Revenue

(b)

$3,898
o

$505,601
806,765
48,06
2,552

o

Total Exs. Net Margin Rev. (1) $1,366,875

ADJ 1 = Commoity Costs
ADJ 2 = Fixed Costs
ADJ 3 = Franchise Fees

Total Adjustments

Total Existing Rate Revenue

Spread Adjustment Factor (2)

Total Adj. Exs. Rate Revenue

Notes:

$1,188,892
2,2n ,580

o

$3,46,471

$4,833,346

O.OO

$4,833,346

BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

LM

2209115
Revenue

(c)

$5,457
o

$714,784
783,141
36,791

607
o

$1,54O,n9

$1,285,473
2,46,602

o

$3,748,076

$5,288,855

0.00%

$5,288,855

INL
Rate 5115
Revenue

(d)

$102,00
o

$1n,581
397,68

o
o
o

$6n ,266

$48,138
591,014
39,549

$1,110,701

$1,787,967

O.OO

$1,787,967

EXISTING TARIFF STRUCTUREINL COL COL
2.2115 Rate 3115 2.2115

Revenue Revenue Revenue

(e)

$4,622
o

$5,456
66,09

376,193
o
o

$452,361

$268,723
416,301
29,208

$714,233

$1,166,594

0.00%

$1,166,594

(1) Total Existing Net Margin Revenue does not include Franchise Fee revenues.
(2) Spread Adjustment Factor not avai lable for revised customer classes.

6 Jun 1993

(f)

$24,00
o

$18,204
40,461
79,373

o
o

$162,038

$380,236
91,713
13,827

$485, m

$647,814

O.OO

$647,814

(g)

$735
o

$34,139
61,836
83,596

o
o

$180,305

$296,950
57,922
13,936

$368,80

$549,113

0.00
$549,113

FT NEL
3.115

Revenue

(h)

$60,189
o

$616
7,025

62,262
o
o

$130,092

$113,082
212

o

$113,294

$243,385

0.00%

$243,385

FT NEL
3.2115

Revenue

(1)

$27,364
o

$308
3,64

259,232
o
o

$290,553

$365,580
810

o

$366,390

$656,943

0.00%

$656,943

BC Gas
Revenue

(j)

$228,264
o

$1,456,689
2,166,650

945,507
3,158

o

$4,800,269

$4,379,074
5,898,154

96,521

$10,373,749

$15,174,()18

0.00%

$15,174,018
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 2 - Base Case i
PROPOSED TARIFF STRUCTURE

LM LM INL INL COL COL FT NEL FT NEL

Ln. ANNUAL 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115 BC Gas

No. 1993 Proposed Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (1) (g) (h) (1) (j)

1 Bas;c Charge $252,00 $352,80 $61,200 $107,40 $14,40 $25,200 $60,189 $27,364 $90,553
2 Demand Charge 0 0 0 0 0 0 0 0 0
3 1st Block $1,276,097 $1,497,785 $571,411 $351,631 $233,209 $176,926 $616 $308 $4,107,982
4 2nd Block 0 0 0 0 0 0 7,025 3,64 10,672
5 3rd Block 0 0 0 0 0 0 62,262 259,232 321,495
6 4th Block 0 0 0 0 0 0 0 0 0
7 5th Block 0 0 0 0 0 0 0 0 0
8
9 Total Proposed Marg;n Revenue $1,528,097 $1,850,585 $632,611 $459,031 $247,60 $202,126 $130,092 $290,553 $5,340,702
10
11 ADJ 1 = Commo;ty Costs $1,188,892 $1,285,473 $48,035 $268,723 $380,236 $263,931 $113,08 $365,580 $4,345,953
12 ADJ 2 = F;xed Costs 1,559,948 1,68,673 597,231 334,329 91,713 63,66 212 810 4,334,577
13 ADJ 3 = Franch;se Fees 0 0 38,677 27,274 15,694 13,794 0 0 95,439
14
15 Total Comm. & F;xed Cost Rev. $2,748,84 $2,972,146 $1,115,943 $630,327 $487,643 $341,385 $113,294 $366,390 $8,775,968
16
17 Total Proposed Rate Revenue $4,276,937 $4,822,731 $1,748,554 $1,089,358 $735,252 $543,511 $243,385 $656,943 $14,116,671
18
19 Spread Adjustment Factor O.OOX O.OO O.OO O.OO O.OO O.OOX O.OO O.ooX O.OOX

20
21 Total Adj. Prop. Rate Revenue $4,276,937 $4,822,731 $1,748,554 $1,089,358 $735,252 $543,511 $243,385 $656,943 $14,116,671
22
23
24 Total Adjusted Exs. Rate Rev. $4,833,346 $5,288,855 $1,787,967 $1,166,594 $647,814 $549,113 $243,385 $656,943 $15,174,018
25
26 D;ff Betw. Prop. & Exs. Rev. ($556,40) ($46,124) ($39,413) ($77,236) $87,437 ($5,602) $0 $0 ($1,057,347)
27
28
29 Revenue D;fference (X) -11.51X -8.81X -2. 20",( -6.62X 13.50X -1 .02X O. 00,( O.OOX -6.97%
30
31
32 GROSS MARGINS:
33 ::
34 Ex;st;ng Marg;n Revenue $1,366,875 $1,540,77 $677,266 $452,361 $162,038 $180,305 $130,092 $290,553 $4,80,269 CD

-=

35 Proposed Marg;n Revenue 1,528,097 1,850,585 632,611 459,031 247,60 202,126 130,092 290,553 5,340,702 ...
36 II

37 Marg;n D;fference $161,222 $309,805 ($44,656) $6,670 $85,571 $21,821 $0 $0 $540,433 CD

38
si

39 Marg;n D;fference (X) 11.79% 20.11X -6.59% 1.47% 52.81X 12.10X O.OO O.OOX 11.26X ~
40

c:
::

41 UNIT VALUES: CD to

42
43 Ex;st;ng Avg Marg;n $1.139 $1.187 $1.318 $1 .573 $0.710 $1.137 $1.845 $1.076

.. PI.. \. 8
44 Proposed Avg Marg;n $1.273 $1.426 $1.231 $1.596 $1.08 $1.275 $1.845 $1 .076 .. (1 PI\0 tr

\0 ..wWC)
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993 ,

TABLE 3 - Base Case i
EXISTING TARIFF STRUCTURE

Ln. EXISTING INPUT TABLE ut ut INL INL COL COL FT NEL FT NEL BC Gas Total
No. INDUSTRIAL ANNUAL 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (1) (g) (h) (i) (j)

1 EXISTING RATES ($/GJ): (1) Present Rates based on Nov. 1992 rates and do not include interim increases
2
3 Basic Charge $4.64 $4.64 $500.00 $12.910 $500.00 $8.750 $2,507.870 $2,280.370
4 Minimum Charge 0.00 0.00 0.00 0.00 0.00 0.00 0.00 O.QO
5
6 Price 1st Block $1.503 $1 .503 $2.069 $2.742 $0.971 $1.255 $1.283 $1.284
7 Price 2nd Block 1.013 1.013 0.929 2.08 0.727 1.155 1.191 1.192
8 Price 3rd Block 0.763 0.763 0.00 1.48 0.514 1.076 0.971 0.972
9 Price 4th Block 0.543 0.543 0.00 0.00 0.00 0.00 0.00 0.00
10 Pri ce 5th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
11
12 Price of ADJ 1=Commity Costs $0.991 $0.991 $0.935 $0.934 $1.665 $1.873 $1.60 $1.354
13 Price of ADJ 2=Fixed Costs 1.898 1.898 1.150 1.447 0.402 0.365 0.003 0.003
14 Price of ADJ 3=Franchise Fees 0.00 0.00 0.071 0.102 0.061 0.08 0.00 0.00
15
16
17 EXISTING BLOCK ENDINGS (GJ):
18
19 End of 1st Block 500 500 500 6 500 500 20 20
20 End of 2nd Block 8,00 8,00 99,99.9 105.5 2,500 2,500 275 275
21 End of 3rd Block 25,00 25,00 0 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
22 End of 4th Block 99,99.9 99,99.9 0 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0 0 0 0
24
25 ADJ 1 = Commoity Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
26 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
27 ADJ 3 = Franchise Fees 0 0 99,99.9 99,99.9 99,99.9 99,99.9 0 0
28
29
30 NUMBER OF GJ IS:
31
32 1st Block 336,305 475,445 85,824 1,99 18,617 27,216 48 240 946,117
33 2nd Block 796,097 712,786 427,967 31,752 55,592 53,566 5,898 3,06 2,146,718 :ø
34 3rd Block 62,955 48,193 0 253,878 154,161 71,736 64,122 266,700 927,744 CD

.:
35 4th Block 4,695 1,116 0 0 0 0 0 0 5,812 i-.
36 5th Block 0 0 0 0 0 0 0 0 0 II

CD
37 ø.
38 ADJ 1 = Commoity Costs 1,200,052 1,297,541 513,791 287,620 228,370 158,517 70,500 270,00 4,026,391
39 ADJ 2 = Fixed Costs 1,200,052 1,297,541 513,791 287,620 228,370 158,517 70,500 270,00 4,026,391 ~
40 ADJ 3 = Franchise Fees 0 0 513,791 287,620 228,370 158,517 0 0 1,188,298 ::
41 CD to

42 .. øi
43 NUMBER OF BILLS 84 1,176 204 358 48 84 24 12 2,746 .. ~ t-

~ (I øi\0 tr\0 ~
w.i 0)
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 4 - Base Case i
PROPOSED TARIFF STRUCTURE

Ln. PROPOSED INPUT TABLE LM LM INL INL COL COL FT NEL FT NEL BC Gas Total

No. INDUSTRIAL ANNUAL 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (f) (g) (h) (1) (j)

1 PROPOSED RATES ($/GJ):
2
3 Bas i c Charge $300.00 $300.00 $300.00 $300.00 $300.00 $300.00 $2,507.870 $2,280.370
4 Demand Charge ($/GJ) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
5
6 Price 1st Block $1.063 $1.154 $1.112 $1.223 $1.021 $1.116 $1 .283 $1.284
7 Price 2nd Block 0.00 0.00 0.00 0.00 0.00 0.00 1.191 1.192
8 Pri ce 3rd Block 0.00 0.00 0.00 0.00 0.00 0.00 0.971 0.972
9 Price 4th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
10 Price 5th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
11
12 Price of ADJ 1=Commoity Costs $0.991 $0.991 $0.934 $0.934 $1.665 $1.665 $1.60 $1.354
13 Price of ADJ 2=Fixed Costs 1.300 1.300 1.162 1.162 0.402 0.402 0.003 0.003
14 Price of ADJ 3=Franchise Fees 0.00 0.00 0.075 0.095 0.069 0.087 0.00 0.00
15
16 PROPOSED BLOCK ENDINGS (GJ):
17
18 End of 1st Block 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 20.0 20.0
19 End of 2nd Block 0 0 0 0 0 0 275 275
20 End of 3rd Block 0 0 0 0 0 0 1,00,00 1,00,00
21 End of 4th Block 0 0 0 0 0 0 0 0
22 End of 5th Block 0 0 0 0 0 0 0 0
23
24 ADJ 1 = Commoity Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
25 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
26 ADJ 3 = Franchise Fees 0.0 0.0 99,99.9 99,99.9 99,99.9 99,99.9 0.0 0.0
27
28
29 NUMBER OF GJ's:
30
31 1st Block 1,200,052 1,297,541 513,791 287,620 228,370 158,517 48 240 3,68,611

if32 2nd Block 0 0 0 0 0 0 5,898 3,06 8,958
33 3rd Block 0 0 0 0 0 0 64,122 266,700 330,822 -=

34 4th Block 0 0 0 0 0 0 0 0 0 1-.

35 5th Block 0 0 0 0 0 0 0 0 0 ri
CD

36 ø.
37 ADJ 1 = Commoi ty Costs 1,200,052 1,297,541 513,791 287,620 228,370 158,517 70,500 270,00 4,026,391 c.
38 ADJ 2 = Fixed Costs 1,200,052 1,297,541 513,791 287,620 228,370 158,517 70,500 270,00 4,026,391 ~
39 ADJ 3 = Franchise Fees 0 0 513,791 287,620 228,370 158,517 0 0 1,188,298 ::
40 CD 't

41 ~i:
42 NUMBER OF BILLS 84 1,176 204 358 48 84 24 12 2,746 .. "l i-
43 .. CD i:

44 \0 tr
\0 ..
(. U1 en
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 5 - Summary

Ln. ANNUAL
No. 1993 Proposed Rates

(a)

PROPOSED TARIFF STRUCTURE
L" UI INL INL COL COL BC Gas BC Gas BC Gas

2207/8/91)5 20071)25 2.2/51)5 25 I) 25 2.2/31)5 3 I) 25 Totall)5 Totali125 Tota L 5&25
Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(b) (c) (d) (e) (f) (g) (h) (D (j)
2,497,593 1,867,017 801,411 2,120,360 386 ,887 278,500 3,685,891 4,265,877 7,951,7681 VOLU"ES:

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

REVENUES:

Total Adjusted Exs. Rate Rev. $10,122,201 $3,413,658 $2,954,561 $2,563,826 $1,196,928 $186,387 $14,273,690 $6,163,871 $20,437,561
Existing Avg. Revenue ($/GJ) $4.05 $1.83 $3.69 $1.21 $3.09 ' $3.87 $1.44 $2.57

Total Adjusted Prop. Rate Rev. $9,09 ,66 $2,304,027 $2,837,912 $2,555,411 $1,278,763 $323,744 $13,216,343 $5,183,182 $18,399,525
Proposed Avg. Revenue ($/GJ) $3.64 $1.23 $3.54 $1.21 $3.31 $1.16 $3.59 $1.22 $2.31

Revenue Difference ($) ($1,022,533) ($1,109,631 ) ($116,649) ($8,415) $81,835 $137,357 ($1,057,347) ($980,689) ($2,038,036)

Revenue Difference (%) -10.1OX -32.51% -3.95% -0.33% 6.84% 73.69% -7.41% -15.91% -9.97%

"ARGINS:

Existing "argin Revenue $2,907,654 $3,413,658 $1,129,628 $2,563,826 $342,343 $186,387 $4,379,625 $6,163,871 $10,543,496
Existing Avg. "argin ($/GJ) $1.16 $1.83 $1.41 $1.21 $0.88 $0.67 $1.19 $1.44 $1.33

Proposed "argin Revenue $3,378,68 $2,304,027 $1,091,642 $2,555,411 $449,735 $323,744 $4,920,058 $5,183,182 $10,103,240
Proposed Avg. "argin ($/GJ) $1.35 $1.23 $1.36 $1.21 $1.16 $1.16 $1.33 $1.22 $1.27

"argin Difference ($) $471,027 ($1,109,631) ($37,986) ($8,415) $107,392 $137,357 $540,433 ($980,689) ($44,256)

"argin Difference (%) 16.20% -32.51% -3.36% -0.33% 31.37% 73.69% 12.34% -15.91% -4.18%

f
.:
...
lD
ID
0.
c.
i:
::
ID 't

-. ø.

.. \Q t-
.. (I ø.\0 t:
\0 ..
w 0' (X
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 1 - Base Case i
EXISTING TARIFF STRUCTURE

LM LM INL INL COL COL FT NEL FT NEL
Ln. WINTER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.115 3.2115 BC Gas
No. 1993 Industrial Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)
1 Basic Charge $1,624 $2,274 $42,500 $1,988 $10,00 $306 $25,079 $11,402 $95,173
2 Minimum Charge 0 0 0 0 0 0 0 0 0
3 1st Block $216,569 $311,189 $77,333 $2,420 $7,514 $15,094 $257 $128 $630,505
4 2nd Block 340 ,00 454,451 196,035 30,376 16,065 33,495 3,037 1,520 1,074,983
5 3rd Block 15,571 32,793 0 245,709 27,153 39,077 33,342 144,46 538,109
6 4th Block 789 607 0 0 0 0 0 0 1,395
7 5th Block 0 0 0 0 0 0 0 0 0
8
9 Total Existing Margin Revenue $574,557 $801,314 $315,86 $280,494 $60,732 $87,972 $61,715 $157,514 $2,340,165
10
11 ADJ 1 = Commoity Costs $496,747 $693,00 $231,84 $169,315 $137,487 $144,964 $59,489 $203,100 $2,135,943
12 ADJ 2 = Fixed Costs 951,626 1,327,592 285,378 262,300 33,162 28,276 111 450 2,88,896
13 ADJ 3 = Franchise Fees 0 0 18,84 18,287 5,04 6,802 0 0 48,980
14
15 Total Adjustments $1,44,373 $2,020,592 $536,06 $449,903 $175,696 $180,04 $59,60 $203,550 $5,073,819
16
17 Total Existing Rate Revenue $2,022,930 $2,821,907 $851,930 $730,397 $236,428 $268,014 $121,315 $361,06 $7,413,983
18
19 Spread Adjustment Factor O.OO O.OO O.OO O.OO O.OO 0.00,( 0.00,( 0.00% 0.00%
20
21 Total Adj. Exs. Rate Revenue $2,022,930 $2,821,907 $851,930 $730,397 $236,428 $268,014 $121,315 $361,06 $7,413,983
22
23
24
25
26
27
28
29
30
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 2 - Base Case i
PROPOSED TARIFF STRUCTURE

LM LM INL INL COL COL FT NEL FT NEL

Ln. WINTER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.115 3.2115 BC Gas

No. 1993 Proposed Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (f) (g) (h) (;) (j)

1 Basic Charge $105,00 $147,00 $25,500 $46,200 $6,00 $10,500 $25,079 $11,402 $376,681
2 Demand Charge 0 0 0 0 0 0 0 0 0
3 1st Block $752,115 $1,049,259 $372,135 $271 ,833 $123,86 $116,On $257 $128 '$2,685,665
4 2nd Block 0 0 0 0 0 0 3,037 1,520 4,557
5 3rd Block 0 0 0 0 0 0 33,342 144,46 1n,80
6 4th Block 0 0 0 0 0 0 0 0 0
7 5th Block 0 0 0 0 0 0 0 0 0
8
9 Total Proposed Margin Revenue $857,115 $1,196,259 $397,635 $318,033 $129,863 $126,5n $61,715 $157,514 $3,244,708
10
11 ADJ 1 = Commity Costs $496,747 $693,00 $231,790 $169,315 $137,487 $128,845 $59,489 $203,100 $2,119, n4
12 ADJ 2 = Fixed Costs 651,783 90,288 288,380 210,652 33,162 31,078 111 450 2,124,903
13 ADJ 3 = Franchise Fees 0 0 20,761 17,925 6,554 7,46 0 0 52,700
14
15 Total Comm. & Fixed Cost Rev. $1,148,529 $1,602,288 $540,931 $397,892 $1n,204 $167,383 $59,60 $203,550 $4,297,378
16
17 Total Proposed Rate Revenue $2,005,64 $2,798,547 $938,566 $715,925 $307,06 $293,959 $121,315 $361,06 $7,542,08
18
19 Spread Adjustment Factor 0.00 0.00% 0.00 0.00% 0.00-' 0.00% 0.00 0.00 0.00
20
21 Total Adj. Prop. Rate Revenue $2,005,64 $2,798,547 $938,566 $715,925 5307,06 $293,959 $121,315 $361,06 $7,542,08
22
23
24 Total Adjusted Exs. Rate Rev. $2,022,930 52,821,907 $851,930 $730,397 $236,428 $268,014 5121,315 $361,06 $7,413,983
25
26 Diff Betw. Prop. & Exs. Rev. ($17,285) ($23,360) $86,636 ($14,472) $70,638 $25,946 $0 $0 $128,102
27
28
29 Revenue Difference (%) -0.85% -0.83% 10.17% -1.98% 29.88% 9.68% 0.00 0.00 1 . 73%
30 - - - - - - -
31
32 GROSS MARGINS: ::33 lD

34 Existing Margin Revenue $574,557 $801,314 $315,86 $280,494 $60,732 $87,972 $61,715 $157,514 $2,340,165 -c

35 Proposed Margin Revenue 857,115 1,196,259 397,635 318,033 129,863 126,5n 61,715 157,514 3,244,708 ...
l/

36 lD

37 Margin Difference $282,558 $394,945 $81,767 $37,539 $69,130 $38,605 $0 $0 $904,543 0-
38

38.65% á'39 Margin Difference (%) 49.18% 49.29% 25.89% 13.38% 113.83% 43.88% 0.00 0.00%
40 ::
41 UNIT VALUES:

lD It

42 .. Øl

43 Existing Avg Margin $1.146 $1.146 $1.273 $1.548 $0.735 $1.137 $1.66 $1.050 $1.922 .. I. 8
44 Proposed Avg Margin $1 .709 $1.710 $1.603 $1.755 $1.573 $1.636 $1.66 $1.050 $2.66 .. CD Øl\0 tr

\0 i-w () ()

6 Jun 1993



BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 3 i EXISTING TARIFF STRUCTURE

Ln. EXISTING INPUT TABLE LM LM INL INL COL COL FT NEL FT NEL BC Gas Total
No'. INDUSTRIAL WINTER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (1) (g) (h) (n (j)
1 EXISTING RATES ($/GJ): Present Rates based on Jan. 1993 rates and ;nclude ;nterbi ;ncreases
2
3 Bas;c Charge $4.64 $4.64 $500.00 $12.910 $500.00 $8.750 $2,507.870 $2,280.370
4 M;n;mum Charge 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
5
6 Pr;ce 1st Block $1.503 $1.503 $2.070 $2.742 $0.977 $1.254 51.283 51.284
7 Pr;ce 2nd Block 1.013 1.013 0.930 2.08 0.727 1.154 1.191 1.192
8 Pr;ce 3rd Block 0.763 0.763 0.00 1.48 0.514 1.075 0.971 0.972
9 Pr;ce 4th Block 0.543 0.543 0.00 0.00 0.00 0.00 0.00 0.00
10 Pr;ce 5th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
11
12 Pr;ce 01 ADJ 1=Commo;ty Costs 50.991 $0.991 50.935 $0.934 51.665 $1.873 51.60 51.354
13 Pr;ce 01 ADJ 2=F;xed Costs 1.898 1.898 1.150 1.447 0.402 0.365 0.003 0.003
14 Pr;ce 01 ADJ 3=Franch;se Fees 0.00 0.00 0.076 0.101 0.061 0.08 0.00 0.00
15
16
17 EXISTING BLOCK ENDINGS (GJ):
18
19 End 01 1st Block 500 500 500 6 500 500 20 20
20 End 01 2nd Block 8,00 8,00 99,99.9 105.5 2,500 2,500 275 275
21 End of 3rd Block 25,00 25,00 0 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
22 End of 4th Block 99,99.9 99,99.9 0 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0 0 0 0
24
25 ADJ 1 = Commo;ty Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
26 ADJ 2 = F;xed Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
27 ADJ 3 = Franch;se Fees 0 0 99,99.9 99,99.9 99,99.9 99,99.9 0 0
28
29
30 NUMBER OF GJ i s:
31
32 1st Block 144,053 206,99 37,355 883 7,689 12,033 200 100 40 ,302
33 2nd Block 335,508 44,442 210,735 14,587 22,08 29,015 2,550 1,275 1,06,202 if34 3rd Block 20,397 42,957 0 165,752 52,798 36,337 34,338 148,625 501,203 -:35 4th Block 1,452 1,116 0 0 0 0 0 0 2,568 ...
36 5th Block 0 0 0 0 0 0 0 0 0 II
37 CD

38 ADJ 1 = Commo;ty Costs 501,410 699,506 248,09 181,222 82,575 77,384 37,08 150,00 1,977 ,275
0.

39 ADJ 2 = F;xed Costs 501,410 699,506 248,09 181,222 82,575 77,384 37,08 150,00 1,977 ,275 ~
i:40 ADJ 3 = Franch;se Fees 0 0 248,09 181,222 82,575 77,384 0 0 589,271 ::

41 CD It

42
43 NUMBER OF ACCOUNTS 350 490 85 154 35 35 10 5 1,164 -. Øl

.. ~ 1-
.. (I Øl

\0 0'
\0 i-w\Ooo

6 Jun 1993



BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 4 i
PROPOSED TARIFF STRUCTURE

Ln. PROPOSED INPUT TABLE LM i. INL INL COL COL FT NEL FT NEL BC Gas Tota L

No. INDUSTRIAL WINTER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (f) (g) (h) (1) (j)

1 PROPOSED RATES ($/GJ):
2
3 Bas i c Charge $300.00 $300.00 $300.00 $300.00 $300.00 $300.00 $2,507.870 $2,280.370
4 Demand Charge ($/GJ) 0.00 0.00 0.00 0.00 0.00 0.000 0.00 0.00
5
6 Price 1st Block $1.500 $1 .500 $1.500 $1.500 $1.500 $1.500 $1.283 $1.284
7 Price 2nd Block 0.00 0.00 0.00 0.00 0.00 0.00 1.191 1.192
8 Pri ce 3rd Block 0.00 0.00 0.00 0.00 0.00 0.00 0.971 0.972
9 Pri ce 4th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
10 Pri ce 5th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
11
12 Price of ADJ 1=Commoity Costs $0.991 $0.991 $0.934 $0.934 $1.665 $1.665 $1.60 $1.354
13 Price of ADJ 2=Fixed Costs 1.300 1.300 1.162 1.162 0.402 0.402 0.003 0.003
14 Price of ADJ 3=Franchise Fees 0.00 0.00 0.08 0.099 0.079 0.096 0.00 0.00
15
16 PROPOSED BLOCK ENDINGS (GJ):
17
18 End of 1st Block 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 20 20

19 End of 2nd Block 0 0 0 0 0 0 275 275

20 End of 3rd Block 0 0 0 0 0 0 99,99.9 99,999.9
21 End of 4th Block 0 0 0 0 0 0 0 0

22 End of 5th Block 0 0 0 0 0 0 0 0

23
24 ADJ 1 = Commoi ty Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,999.9
25 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,999.9
26 ADJ 3 = Franchise Fees 0 0 99,99.9 99,99.9 99,99.9 99,99.9 0 0

27
28
29 NUMBER OF GJ 's:
30
31 1st Block 501,410 699,506 248,090 181,222 82,575 n ,384 200 100 1,790,487
32 2nd Block 0 0 0 0 0 0 2,550 1,275 3,825
33 3rd Block 0 0 0 0 0 0 34,338 148,625 182,963

34 4th Block 0 0 0 0 0 0 0 0 0

35 5th Block 0 0 0 0 0 0 0 0 0

36
37 ADJ 1 = Commodity Costs 501,410 699,506 248,090 181,222 82,575 n ,384 37,08 150,000 1,9n ,275

38 ADJ 2 = Fixed Costs 501,410 699 ,506 248,09 181,222 82,575 n,384 37,088 150,000 1,9n,275
39 ADJ 3 0 0 248,090 181,222 82,575 n,384 0 0 589,271

40
41
42 NUMBER OF BILLS 350 490 85 154 20 35 10 5 1,149
43
44 c.
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 1 - Base Case i
EXISTING TARIFF STRUCTURE

LM LM INL INL COL COL FT NEL FT NEL

Ln. SUMMER 2207/8))5 2209))5 Rate 5_5 2.2-5 Rate 3))5 2.2))5 3.1D5 3.2))5 BC Gas

No. 1993 Industrial Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (1) (g) (h) (1) (j)

1 Basic Charge $2,274 $3,183 $59,500 $2,634 $14,00 $429 $35,110 $15,963 $133,092
2 Minimum Charge 0 0 0 0 0 0 0 0 0
3 1st Block $289,032 $403,595 $100,248 $3,036 $10,690 $19,045 $359 $180 $826,184
4 2nd Block 46,760 328,690 201,651 35,714 24,397 28,341 3,987 2,128 1,091,667
5 3rd Block 32,489 3,998 0 130,48 52,219 44,519 28,920 114,769 407,398
6 4th Block 1,763 0 0 0 0 0 0 0 1 ,763

7 5th Block 0 0 0 0 0 0 0 0 0
8
9 Total Existing Margin Revenue $792,318 $739,465 $361,398 $171,86 $101,306 $92,334 $68,377 $133,039 $2,46,104
10
11 ADJ 1 = Commoity Costs $692,145 $592,473 $248,298 $99,40 $242,749 $151,986 $53,593 $162,48 $2,243,131
12 ADJ 2 = Fixed Costs 1,325,954 1,135,010 305,636 154,001 58,551 29,64 100 360 3,00,258
13 ADJ 3 = Franchise Fees 0 0 20,705 10,921 8,781 7,134 0 0 47,541
14
15 Total Adjustments $2,018,09 $1,727,48 $574,638 $264,330 $310,081 $188,766 $53,693, $162,840 $5,299,930
16
17 Total Existing Rate Revenue $2,810,417 $2,46,948 $936,037 $436,198 $411,386 $281,09 $122,070 $295,879 $7,760,034
18
19 Spread Adjustment Factor 0.00% 0.00% 0.00 0.00 0.00% 0.00% 0.00% 0.00 0.00
20
21 Total Adj. Exs. Rate Revenue $2,810,417 $2,46,948 $936,037 $436,198 $411,386 $281,09 $122,070 $295,879 $7,760,034
22
23
24
25
26
27
28
29
30
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 2 - Base Case i
PROPOSED TARIFF STRUCTURE

LM lM INl INl COL COL FT NEl FT NEl

In. SUMMER 2207/8..5 2209..5 Rate 5..5 2.2..5 Rate 3115 2.2..5 3. ,.5 3.2..5 BC Gas

No. 1993 Proposed Rates Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

(a) (b) (c) (d) (e) (f) (g) (h) (D (j)

1 Basic Charge $147,00 $205,80 $35,700 $61,200 $8,40 $14,700 $35,110 $15,963 $523,873
2 Demand Charge 0 0 0 0 0 0 0 0 0
3 1st Block $523,982 $44,526 $199,276 $79,79 $109,346 $60,850 $359 $180 1,422,317
4 2nd Block 0 0 0 0 0 0 3,987 2,128 6,115
5 3rd Block 0 0 0 0 0 0 28,920 114,769 143,689
6 4th Block 0 0 0 0 0 0 0 0 0
7 5th Block 0 0 0 0 0 0 0 0 0
8
9 Total Proposed Margin Revenue $670,982 $654,326 $234,976 $140,99 $117,746 $75,550 $68,377 $133,039 $2,095,994
10
11 ADJ 1 = Commoity Costs $692,145 $592,473 $248,244 $99,408 $242,749 $135,08 $53,593 $162,480 $2,226,178
12 ADJ 2 = Fixed Costs 90,165 m ,385 308,851 123,677 58,551 32,583 100 360 2,209,674
13 ADJ 3 = Franchise Fees 0 0 17,917 9,350 9,139 6,333 0 0 42,739
14
15 Total Comm. & Fixed Cost Rev. $1,600,311 $1,369,858 $575,012 $232,435 $310,439 $174,002 $53,693 $162,840 $4,478,591
16
17 Total Proposed Rate Revenue $2,271,293 $2,024,184 $809,988 $373,434 $428,186 $249,552 $122,070 $295,879 $6,574,585
18
19 Spread Adjustment Factor 0.00 0.00 0.00 0.00 0.00% 0.00% 0.00 0.00% 0.00%
20
21 Total Adj. Prop. Rate Revenue $2,271,293 $2,024,184 $809 , 988 $373,434 $428,186 $249,552 $122,070 $295,879 $6,574,585
22
23
24 Total Adjusted Exs. Rate Rev. $2,810,417 $2,46,948 $936,037 $436,198 $411,386 $281,099 $122,070 $295,879 $7,760,034
25
26 Diff Betw. Prop. & Exs. Rev. ($539,124) ($442,764) ($126,049) ($62,764) $16,799 ($31,548) $0 $0 ($1,185,449)
27
28
29 Revenue Difference (%) -19.18% -17.95% -13.47% -14.39% 4.08% -11.22% 0.00 0.00% -15.28%
30
31
32 GROSS MARGINS:
33
34 Existing Margin Revenue $792,318 $739,465 $361,398 $171,86 $101,306 $92,334 $68,377 $133,039 $2,46,104
35 Proposed Margin Revenue 670,982 654,326 234,976 140,99 117,746 75,550 68,377 133,039 2,095,994
36
37 Margin Difference ($121,336) ($85,139) ($126,423) ($30,869) $16,441 ($16,784) $0 $0 ($364,110)
38
39 Margin Difference (%) -15.31% -11.51% -34.98% -17.96% 16.23% -18.18% 0.00% 0.00% -14.80%
40
41 UNIT VALUES:
42
43 Existing Avg Margin $1.134 $1.236 $1.360 $1.615 $0.695 $1.138 $2.046 $1.109 $2.115
44 Proposed Avg Margin $0.960 $1.094 $0.88 $1.325 $0.808 $0.931 $2.046 $1.109 $1.802
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993

TABLE 3 i
EXISTING TARIFF STRUCTURE

Ln. EXISTING INPUT TABLE LM LM INL INL COL COL FT NEL FT NEL BC Gas Total

No. INDUSTRIAL SUMMER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (f) (g) (h) (1) (j)

1 EXISTING RATES ($/GJ): Present Rates based on Jan. 1993 rates and include interim increases
2
3 Basic Charge $4.64 $4.64 $500.00 $12.910 $500.00 $8.750 $2,507.870 $2,280.370
4 Minimum Charge 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
5
6 Price 1st Block $1.503 $1 .503 $2.068 $2.741 $0.978 $1 .254 $1.283 $1.284
7 Price 2nd Block 1.013 1.013 0.928 2.081 0.728 1.154 1.191 1.192
8 Price 3rd Block 0.763 0.763 0.00 1.481 0.515 1.075 0.971 0.972
9 Price 4th Block 0.543 0.543 0.00 0.00 0.00 0.00 0.00 0.00
10 Price 5th Block 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
11
12 Price of ADJ 1=Commity Cost $0.991 $0.991 $0.935 $0.934 $1.665 $1.873 $1.60 $1.354
13 Price of ADJ 2=Fixed Costs 1.898 1.898 1.150 1.447 0.402 0.365 0.003 0.003
14 Price of ADJ 3=Franchise Fees 0.00 0.00 0.078 0.103 0.06 0.08 0.00 0.00
15
16
17 EXISTING BLOCK ENDINGS (GJ):
18
19 End of 1st Block 500 500 500 6 500 500 20 20
20 End of 2nd Block 8,00 8,00 99,99.9 105.5 2,500 2,500 275 275
21 End of 3rd Block 25,00 25,00 0 99,999.9 99,99.9 99,99.9 99,99.9 99,99.9
22 End of 4th Block 99,99.9 99,99.9 0 0 0 0 0 0
23 End of 5th Block 0 0 0 0 0 0 0 0
24
25 ADJ 1 = Commoity Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
26 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9
27 ADJ 3 = Franchise Fees 0 0 99,99.9 99,99.9 99,99.9 99,99.9 0 0
28
29
30 NUMBER OF GJ i s:
31
32 1st Block 192,252 268,455 48,469 1,108 10,928 15,183 280 140 536,815
33 2nd Block 46,589 324,343 217,232 17,165 33,504 24,551 3,348 1,785 1,082,516¡g
34 3rd Block 42,558 5,237 0 88,126 101,363 41,399 29,784 118,075 426,541~
35 4th Block 3,244 0 0 0 0 0 0 0 3,2441.
36 5th Block 0 0 0 0 0 0 0 0 om
37 ø.
38 ADJ 1 = Commoity Costs 698,643 598,035 265,701 106,398 145,795 81,133 33,412 120,00 2,049,116
39 ADJ 2 = Fixed Costs 698,643 598,035 265,701 106,398 145,795 81,133 33,412 120,00 2,049,11~
40 ADJ 3 = Franchise Fees 0 0 265,701 106,398 145,795 81,133 0 0 599,02 ::
41 ID It

42 ~ ii
43 NUMBER OF ACCOUNTS 490 68 119 204 49 49 14 7 1,618. ~ 1-

.. (1 ii
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BC GAS INC.

DETAILED REVENUE CALCULATION
UNDER EXISTING AND PROPOSED GENERAL SERVICE TARIFF STRUCTURES

TEST YEAR ENDING DEC. 31, 1993-
TABLE 4 i

PROPOSED TARIFF STRUCTURE

Ln. PROPOSED INPUT TABLE LM LM INL INL COL COL FT NEL FT NEL BC Gas Total

No. INDUSTRIAL SUMMER 2207/8115 2209115 Rate 5115 2.2115 Rate 3115 2.2115 3.1115 3.2115

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)

1 PROPOSED RATES ($/GJ):
2
3 Basic Charge $300.00 $300.00 $300.00 $300.00 $300.00 $300.00 $2,507.870 $2,280.370
4 Demand Charge ($/GJ) 0.00 0.00 0.00 0.00 0.000 0.00 0.00 0.000
5
6 Price 1st Block $0.750 $0.750 $0.750 $0.750 $0.750 $0.750 $1 .283 $1.284
7 Price 2nd Block 0.00 0.00 0.000 0.00 0.00 0.00 1.191 1.192
8 Pri ce 3rd Block 0.00 0.00 0.00 0.00 0.00 0.00 0.971 0.972
9 Price 4th Block 0.00 0.00 0.000 0.00 0.00 0.000 0.00 0.000
10 Price 5th Block 0.00 0.00 0.00 0.00 0.00 0.000 0.00 0.000
11
12 Price of ADJ 1=Commodity Cost $0.991 $0.991 $0.934 $0.934 $1.665 $1.665 $1.60 $1.354
13 Pri ce of ADJ 2=Fixed Costs 1.300 1.300 1.162 1.162 0.402 0.402 0.003 0.003
14 Price of ADJ 3=Franchise Fees 0.00 0.00 0.067 0.088 0.063 0.078 0.00 0.000
15
16 PROPOSED BLOCK ENDINGS (GJ):
17
18 End of 1st Block 999,99.9 99,99.9 99,99.9 99,99.9 99,99.9 99,99.9 20 20
19 End of 2nd Block 0 0 0 0 0 0 275 275
20 End of 3rd Block 0 0 0 0, 0 0 999,99.9 999,999.9
21 End of 4th Block 0 0 0 0 0 0 0 0
22 End of 5th Block 0 0 0 0 0 0 0 0
23
24 ADJ 1 = Commodity Costs '.99,99.9 99,99.9 99,99.9 99,99.9 999,999.9 99,99.9 99,99.9 99,999.9
25 ADJ 2 = Fixed Costs 99,99.9 99,99.9 99,99.9 999,99.9 99,999.9 99,99.9 99,99.9 999,99.9
26 ADJ 3 = Franchise Fees 0 0 99,99.9 999,99.9 99,999.9 999,999.9 0 0
27
28
29 NUMBER OF GJ 's:
30
31 1st Block 698,643 598,035 265,701 106,398 145,795 81,133 280 140 1,896,124
32 2nd Block 0 0 0 0 0 0 3,348 1,785 5,133
33 3rd Block 0 0 0 0 0 0 29,784 118,075 147,859
34 4th Block 0 0 0 0 0 0 0 0 0
35 5th Block 0 0 0 0 0 0 0 0 0
36
37 ADJ 1 = Commodity Costs 698,643 598,035 265,701 106,398 145,795 81,133 33,412 120,000 2,049,116
38 ADJ 2 = Fixed Costs 698,643 598,035 265,701 106,398 145,795 81,133 33,412 120,000 2,049,116
39 ADJ 3 0 0 265,701 106,398 145,795 81,133 0 0 599,027
40
41
42 NUMBER OF BILLS 490 68 119 204 28 49 14 7 1,597
43
44 t.i: i:
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LONG RUN INCREMENTAL COSTS: GENERAL FIRM SERVICE

The following four charts display LRIC relationships for

proposed Rate Schedule 2.5. The first chart compares
divisional LRIC at various levels of gas consumption in the

Lower Mainland, Inland, and Columbia Divisions. On the next

three graphs, LRIC is compared to present and proposed general

firm service rates for those service areas.
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ALL DIVISIONS
Proposed Schedule No.5 LRIC
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LOWER MAINLAND DIVISION
Proposed Schedule No.5

General Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margin

Compared to LRIC
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FULLY DISTRIBUTED COSTS: GENERAL FIRM SERVICE

The following chart compares the general firm service class

FDC in each division. The three charts that follow compare

the di visional FDC to present and proposed general firm

service rates in the Lower Mainland, Inland, and Columbia

Divisions.
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ALL DIVISIONS
Proposed Schedule No.5

FDC Cost Margins
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LOWER MAINLAND DIVISION
Proposed Schedule No.5

General Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margins

Compared to FDC Margin
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INLAND DIVISION
Proposed Schedule No.5

General Service Rate and Cost Margins
Present Rate & Proposed Postage Stamp Margins

Compared to FDC Margin
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PRICE OF COMPETITIVE ENERGY: GENERAL FIRM SERVICE

The following three charts compare the prices of competitive

energy to present and proposed general firm service rates in

the Lower Mainland, Inland, and Columbia Divisions.
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PROPOSAL TO REVISE INDUSTRIAL GAS RATES

A significant challenge BC Gas has faced in preparing its

industrial rate design proposals was to meet its objective of

reconciling the substantial differences in rates, terms, and

conditions for industrial service throughout the different

service areas of Inland, Columbia and the Lower Mainland.

Considerable focus was placed on trying to bring about a

reasonable balance between the Company' s fundamental rate

design objectives and the diversity of rates, terms and

condi tions of service that currently prevail wi thin each

service territory. The task of ensuring that rates are fair

and equi table, encourage conservation, provide reasonable

security of recovering costs and keep changes to within

reasonable limits is not an easy one. Nevertheless, BC Gas is

conf ident it has achieved a measure of success in finding such

a balance.

In addition to the issue of rates, the company also put

considerable effort toward integrating the various terms and

condi tions of service. Much time was spent in developing more

"user friendly" and market responsive tariffs by offering a

range of services and operating terms that more closely match

our customers requirements. For example:

1. The first stage was completed in Phase A when BC Gas

applied for and received approval to separate its large

industrial sales and transportation functions into two

distinctly unique services: Schedules 10 and 22. The

sales component (Schedule 10) is a market responsive

option which offers industrial customers the flexibility

to elect supply priority and pricing commensurate with
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their individual needs. By moving the sales transaction

to the interconnect point between the facilities of BC

Gas and the pipeline which supplies the gas (the
transmission pipeline of Westcoast), BC Gas has created

a level playing field as between itself and other parties

selling natural gas, all of whom are now subject to the

same terms and conditions of transportation service
(Schedule 22) on the utility's facilities.

2. A restructured more flexible Schedule 13 Peaking service

approved in Phase A proved particularly beneficial this

past winter in allowing BC Gas to source spot market gas

supplies on behalf of its large industrial customers who

would otherwise have been curtailed.

3. The proposed rate schedules have been revamped to provide

further ease in accessing transportation service for

customers. This occurs because of reduced "Direct

Purchase Administration Charges" and the removal of

restrictive pipeline contracting provisions which

dictated "upstream" supply and pipeline capaci ty
requirements.

4. BC Gas soon will table for review an optional best

efforts load balancing service which it expects to offer

as an add-on service to the utility's daily balanced

transportation service. It will enable customers to

improve supply and pipeline load factors and provide

balancing gas on an interruptible basis when load

requirements exceed their forecasts.

Rate schedules have been re-drafted with the objective of

making them easier to administer and understand.
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6. The company plans an

aimed at obtaining
outstanding issues.

extensive communication program,

customer input and resolving

The foregoing represents a brief outline of the Company's

initiatives on industrial rate design. Others are provided in

subsequent sections.

2 . 0 DEREGULATION - A REVIEW

Prior to 1985, gas could be purchased in only one way, from

the local distribution company (LDC). Gas was sold by

producers to the inter-provincial pipelines (e.g. Westcoast)

which in turn sold the gas to LDCs for resale to consumers.

In paying for gas service, customers paid a "bundled" rate

which included all of the costs of bringing gas to the

"burnertip" : the gas, pipeline transmission charges and the

LDC 's cost of service. Al ternati ve options for purchasing

natural gas were not available.

wi th the advent of direct purchase arrangements came the

requirement for utilities and pipelines to provide
transportation service. Transportation service (t-service),

enables customers to negotiate the purchase of gas directly

with a producer or marketer, arrange for it to be gathered,

processed and transported through the transmission pipeline

system to the facilities of BC Gas, where the Company arranges

to meter and deliver it to the customer. Under this
arrangement, customers accept sole responsibili ty for the

supply and delivery of gas to the distribution facilities of

BC Gas.
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3.0 EXISTING LOWER MAINL RATES , CUSTOMERS

3.1 Historic Development

The most notable feature of this application is the fact it is

the first full public review of rates for the Lower Mainland.

Unlike the customers located in the Inland service area which

were differentiated by service class even before deregulation,

the Lower Mainland, until this application, was limited in its

service offerings to primarily two groups of customers: firm
and interruptible.

The nature of the Lower Mainland i s historical gas supply
portfolio and its ratio of firm to interruptible customers has

resul ted in the development of a substantially different
service profile for industrial customers on the Lower Mainland

than for those in either the Columbia or Inland service areas.

For example, on the Lower Mainland most of the larger

commercial, insti tutional and industrial customers are

"interruptible" rather than "firm" gas service customers.

This is almost completely opposite to the requirements of

Inland and Columbia industrial customers who are substantially

"f irm" .

As the terms imply, firm refers to year round uninterrupted

service (typically the need of residential and commercial

customers) whereas larger volume commercial and industrial

customers that are able to operate for intermittent periods

wi thout gas (ei ther by use of an al ternati ve fuel or by
temporarily shutting down their operations) have tended to opt

for interruptible service to achieve the related economic

benef its. The interruptible service class on the Lower

Mainland is comprised of some 120 customers of whom 20% (the

top 24) represent about 70% (14 petajoules) of the total Lower

Mainland interruptible/industrial gas consumption (aside from

Burrard Thermal).
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1 The successful development of the interruptible market on the

2 Lower Mainland has been a function of the discount
3 traditionally provided to interruptible service. The gas load

4 on the Lower Mainland is predominantly heat sensi ti ve. In

5 order to maintain a reasonable gas purchase load factor, it

6 was necessary to provide an incentive to encourage the
7 development of off-peak load, and thus maintain reasonably

8 high gas purchases during off-peak conditions (i.e. by
9 "shaving" loads during p'eak demand conditions, but having the

10 ' loads on at other times).

11
12 3.2 Review of Rates
13

14 Industrial customers in the Lower Mainland di vision are

15 generally served or supplied under one of the following
16 service classes: 2501, 2502A or 2502B and, since November 1,

17 1992, the new large industrial 10/22 rate class. A number of
18 smaller industrials also receive service under either firm
19 sales or transportation options; i.e. Schedules 2209 and

20 2007. The present rate structure for industrial service
21 (both firm and interruptible) consists of declining block
22 rates with a monthly basic charge. Only the Company's
23 transportation service under Schedules 2006 and 2007 for firm

24 transportation and under Schedule 22 for interruptible
25 transportation have year round flat rates.
26

27 In this application Be Gas is proposes to reclassify many of

28 its commercial and industrial customers into relatively
29 similar customer groups. Within the industrial sector this
30 includes a General Firm Service category and large and small
31 volume interruptible service classifications. More detail on
32 these customer classifications and their rates follow.
33

34 An anomaly in former cost allocation is also addressed in this
! 35 application. In developing the margin associated with



Tab 9
Page 6

Revised June 2, 1993

1 interruptible sales prior to deregulation, B. C. Hydro chose to

2 incorporate a portion of the Westcoast gathering and
3 processing costs ($0.41 per gigajoule) associated with the

4 movement of gas to the Lower Mainland. When transportation

5 service was first made available, the same assignment of
6 Westcoast costs was carried forward. Taking issue with this

7 methodology, transportation customers claimed it effectively

8 meant a double charge to them for Westcoast service: once by

9 . the utility through its transportation rates, and once by way

10 of their direct purchase arrangements. The Commission agreed

11 with this arguent and ordered the utility to delete the $0.41
12 per gigajoule component from its transportation service rates.
13 Unfortunately, this left a $0.41 per gigajoule differential
14 between the utili ty' s sales and transportation rates and
15 rendered the rates no longer revenue neutral. BC Gas now
16 proposes to eliminate this inequity by pricing both sales and
17 transportation (as it relates to the non-gas cost of service
18 margin) at the same levels.
19

20 3.3 Interruptible Gas pricinq
21

22 In the Phase A Decision, in accordance with the application

23 made by BC Gas, the Commission granted the Company approval to

24 flow through gas supply costs, including both fixed and
25 variable cost components, on a coincident peak demand
26 allocation basis. For interruptible sales to Schedule 10

27 industrial customers, gas was to be priced at market value

28 with the recovery of any revenues above cost to be credited to
29 the utility's firm sales customers. In the Phase A Decision

30 the Commission also approved freezing the gas price component

31 in rate schedules 2501 and 2502 effective November 1, 1991.

32 This yielded a net contribution of approximately a $0.12 per
33 gigajoule (after payment of variable costs) by these
34 interruptible sales customers towards the utility gas costs.
35
36 Wi th this application BC Gas proposes to move its
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interruptible gas sales to full market pricing. Prices for
interruptible gas sold by the utility will attract a

reasonable sales margin commensurate with current market

conditions.

4.0 EXISTING INLAN RATES AN CUSTOMERS

4 . 1 Review of Rates

Unlike customers in the Lower Mainland, Inland industrials

experienced the impact of rate redesign and deregulation

simultaneously. wi th deregulation came the abili ty for
customers to purchase gas from sources other than a utility

and the development of various new transportation service

options. In 1987, Inland underwent a rate design hearing

which dealt with a host of issues relating to industrial
customers. The most significant of these were rate
determination (both for captive and bypass customers) as well
as the, development of transportation terms and conditions

relating to the large industrials.

On the basis of provincial policy wi th respect to
deregulation, customers having a viable opportunity to

construct and operate their own transmission pipeline (i. e.
"bypass" line) were permitted to negotiate rates with the

utili ty that represented a reasonable approximation of their

bypass alternative. In the first year five customers sought

and received special negotiated rates commensurate with their

bypass alternative. To date, 18 industrial customers have

applied for and had such rates approved by the Commission.

The bypass rates are substantially below the rates paid by

those customers before 1987. Customers without an
economically viable bypass alternative are referred to as

"captive" while those with such an alternative are referred to

as "non-captive" or "bypass" customers.
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1 At present, the Inland industrial services are:

2

3 (a) Seasonal Service - Schedule 4;

4 (b) Small Industrial Firm Sales Service - Schedule 5;

5 (c) Small Industrial Interruptible Sales - Schedule 7;

6 (d) Large Volume Interruptible Sales - Schedule 10;

7 (e) Large Industrial Firm & Interruptible Transportation -

8 Schedule 22; and
9 (f) Small Industrial Firm Transportation - Schedule 25.

10

11 Seasonal service under Rate Schedule 4 currently has 15
12 customers, predominantly paving companies producing asphalt

13 for road construction programs. At present, the rate
14 structure consists of a basic charge with a declining block
15 rate.
16

17 The Company's small volume industrial customers are separated

18 into two rate classes: Schedule 5 for firm sales and Schedule
19 25 for firm transportation service. Of the captive customers
20 receiving service under the two rate classes, 23 are on
21 transportation (Schedule 25) and 21 are on utility sales
22 (Schedule 5).
23

24 The rate structures for Schedule 5/25 are similar to those of
25 Schedule 4, the seasonal service, in that they consist of
26 basic charges and declining block rates. In addition, the
27 transportation service incorporates a Customer Charge of $500

28 per month to cover costs associated with effecting
29 transportation service.
30

31 Unlike the Lower Mainland, where most industrials have found

32 interruptible service to be the more attractive option
33 (because of the economics and reliability of supply), Inland's
34 large industrials receive firm service, leaving only about 10
35 to 20% of the group's annual consumption as interruptible.

36 The load characteristics of the customer mix within the Inland
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1 service area has meant that Inland industrials have not been

2 able to take advantage of a "valley" in off-peak periods to

3 the same extent as industrials in the Lower Mainland. Inland

4 industrials also face some plant operating limitations which

5 increase their requirement for firm gas supplies. To date

6 these concerns have discouraged Inland customers from
7 considering interruptible service as a viable long term
8 alternative to firm service. However, Inland large
9 industrials do have a significant level of fuel switching and

10 backup capability and may be required to curtail their firm
11 demand by 50% for up to 5 days in any year. These half-firm
12 curtailment days provide peak shaving for BC Gas facilities
13 planning and are also an important source of peaking gas for
14 the core market during critical peak days.
15

16 Despite their substantial dependence on firm service, Inland
17 captive large industrial customers do rely on interruptible
18 gas. The usage occurs almost exclusively in winter,
19 increasing its level of importance from that reflected in the
20 annual ratio. Inland "bypass" customers require even greater

21 amounts of interruptible gas.
22

23 Another feature that sets most Inland large industrials apart
24 from their Lower Mainland counterparts is their direct
25 connection to the utility's transmission system rather than
26 its distribution system.

27

28

29 5.0 EXISTING COLOMIA RATES , CUSTOMERS

30

31 At present the industrial customer base wi thin the Columbia

32 service area falls into similar small volume/ large volume rate

33 classes as in Inland. Schedule 3 serves the small industrial
34 firm market, with Schedule 7 being the comparable Large Volume

35 firm service. A seasonal Schedule 4 rate has also been
36 maintained although at present no customers are active on it.
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1 Rate structures for these classes also bear close resemblance

2 to their Inland counterparts (Schedules 5 and 22) in that

3 small volume industrials in both service areas are subj ect to

4 a basic charge with a declining block rate structure, while

5 the large industrials are subject to demand charges. However,

6 whereas Inland's captive large industrials have a demand

7 distance cost allocation on an averaged basis (in the current

8 rate structure), the customers in the large industrial class

9 in Columia's 1987 rate design were each assigned customer

10 specific costs that are recovered by way of individual monthly

11 demand charges. Furthermore, the five original customers (now
12 six) were grouped into a rate adjustment model which has, for

13 four of the customers, linked their demand charges. For
14 example, if member A chooses to alter its demand on the system
15 (either up or down), the model acts to adjust rates for the
16 others to ensure the total revenue collected from the large
17 industrials remains unchanged. Columia customers whose
18 operating characteristics may remain reasonably consistent
19 from year to year are affected by the cost model as a result
20 of changing load demands by others within the group. As a

21 consequence, had the financial failure of Westar in 1992 not
22 been salvaged by the Fording and Teck Corporation buyouts, the

23 current rate determination process would have reassigned

24 Westar' s costs to the remaining large industrials.
25
26 until mid 1992, direct purchase arrangements within Columbia

27 were handled by buy/sell arrangements. This process was
28 dictated by the Company's arrangements with Alberta & Southern

29 (A&S) and Alberta Natural Gas (ANG), which made transportation

30 service impractical on the Columbia system. The Company moved

31 to help customers effect direct purchase arrangements by

32 utilizing a buy/sell procedure. In 1988 Crestbrook Forest

33 Industries put into place the first buy/sell direct purchase,
34 and others subsequently followed.

\
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In 1992, the We star failure caused the Company and its agent

(A&S) and transporter (ANG) to revisit the buy/sell process
and find an alternative solution: i.e. transportation. In

the case of the We star situation, BC Gas as the purchaser of

record was required to pay for Westar's supply and related

services, but Westar, having claimed CCAA protection, was not

obligated to pay BC Gas or ANG. As previously indicated,
substantially different operating and administrative practices

on ANG made immediate utilization of Schedule 22
transportation impractical. As a result, the Company worked

wi th its customers, their marketers, the transporter and A&S

to effect special interim agreements that effectively provide

transportation services to the Columbia large industrials.

At present no interruptible sales or transportation options

exist in Columbia. This rate design application intends to

remedy these shortcomings.

6.0 DIRECT PURCHASE ADMINISTRATION CHAGES

For transportation service, the utility has examined its cost

assignments for direct purchase administration and has

determined that a $325 per month decrease to $175 per month is

appropriate for General Firm (small volume industrial)
Transportation.

The calculation of appropriate direct purchase administration

charges is detailed in Table 1 on page 13.

The Company's cost of direct purchase administration include

the costs of two marketing representati ves, t-service

coordination wi thin the Gas Supply and Gas Control
departments, additional billing related costs and the costs of

regulatory and management support. Costs have been estimated

on a 1993 forecast basis assuming a normal level of direct,
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1 supervisory and management time and expenses.

2

3 To arrive at an appropriate customer charge, the Company has

4 assumed its proposals in the application will lead to
5 approximately a 50 percent increase in the smaller general

6 service transportation category (both from new transportation

7 customers and a shift of some customers currently classified

8 as large industrial to general service). The number of large

9 industrials is forecast to remain about the same' as large

10 volume customers replace those customers moving to general

11 service. The second part of the calculation involved
12 determining to what extent large volume customer
13 administration (with its requirements for daily balancing and
14 control) is more involved than general service administration

15 (which allows for grouping and less daily monitoring).
16 Considering the relative time devoted to the small and large
17 volume groups and taking into account further streamlining
18 proposed in this application, it was determined that the cost
19 related to large volume customers was approximately 2.5 times

20 the cost for proposed general service customers. Using this

21 factor to weight the large industrials resulted in estimated
22 costs (on forecast year end 1993 customers) of $192 for
23 general service customers. This was subsequently rounded to
24 $175.
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TABLE 1

DIRECT PURCHASE ADMINISTRATION

COST ALLOCATION

FOR CALENAR YEA 1993

Particulars S/Anum

Marketing Representatives $159,000

T-Service Coordination 174, 000

Additional Billing 24,000

Regulatory & Management Support 128.000

$485.000

March/93 Customers Forecast Year End '93 Weiahtina Factor

Inland Large 19

Inland Small 34
Lower Mainland Large 20 Small 110 1.0
Lower Mainland Small 39 Large 40 2.5

112 150- -
Estimted Costs For 1993: Small

Large
$193 per month

$481 per month
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1 7.0 PROPOSED GENERA FIRM SALES AN TRASPORTATION - RATE
2 SCHEDULES 5 AN 25
3

4 By way of this application BC Gas proposes to consolidate firm

5 sales and transportation service for smaller volume customers

6 into two distinct service rate schedules; Rate Schedule 5 for

7 General Firm Service and Rate Schedule 25 for General Firm

8 ' Transportation. It is proposed that these new service
9 schedules replace the current Inland Schedules 5, 6 and 25,

10 and the Lower Mainland Schedules 2209, 2006 and 2007.

11

12 Along with consolidating terms and conditions, BC Gas is also
13 proposing to equalize rates amongst the utility's service
14 areas. Based on the 1993 revenue requirement filing, BC Gas

15 proposes a uniform (excluding Fort Nelson) Basic Charge of
16 $300 per month along with seasonal delivery rates of $1.50 per
17 gigajoule in winter and $0.75 per gigajoule in summer.
18

19 For further information relating to General Service refer to
20 page 29 of this Tab and Tab 8 of this Volume.
21
22

23 8. 0 PROPOSED GENER INTERRUPTIBLE SALES AN TRSPORTATION -
24 RATE SCHEDULES 7 AN 27
25
26 As detailed in section 3, "Existing Lower Mainland Rates &

27 Customers", industrials within the Company's Lower Mainland

28 service area represent by far the largest percentage of the BC
29 Gas' interruptible load. About 100 of the. smaller 120 or so

30 interruptible customers account for 30% of the total
31 interruptible load. Only three customers are currently served

32 under the comparable Inland Division service class. BC Gas
33 proposes to implement Rate Schedule 7 - General Interruptible
34 Service; i.e. Sales, throughout the service area of BC Gas

35 with the exception of Fort Nelson. Although the Inland
36 schedule number has been used, this service will be comparable
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1 to current Schedule 2502A and B in the Lower Mainland
2 Division.
3

4 The separation of customers into small and large volume was

5 proposed in Phase A and accepted in principle in the February

6 1992 Decision. The level of consumption proposed for Rate

7 Schedule 7 will enable BC Gas to consolidate the present three

8 Lower Mainland service schedules (2501, 2502A and 2502B) into

9 one comprehensive General Interruptible Service rate schedule.

10

11 The new Rate Schedule 7 - General Interruptible Service and
12 its proposed tránsportation counterpart, Rate Schedule 27,

13 generally will apply to customers within the 1,500 - 20,000
14 gigajoules per month consumption category. Rates will consist
15 of a basic charge plus tiered and seasonal deli very charges

16 (see Table 2 at page 34). Transportation customers with firm
17 gas supply and pipeline transportation may choose to pay the

18 higher Level 1 rate which will provide for curtailment by BC
19 Gas only if the distribution or transmission systems of BC Gas
20 are at capaci ty . Other customers that can accept a lower

21 level of service may choose Level 2 service. Level 2 service

22 will be at lower rates than Level 1 but will permit BC Gas to

23 curtail interruptible customers at times when the utility

24 needs gas for its core market customers. In addition,
25 seasonal delivery rates have been set that correspond with
26 seasonal demand on the BC Gas system. Generally, all of the
27 proposed interruptible delivery rates wiii result in annual
28 reductions in these costs to interruptible customers, while
29 giving customers market signals that will help shape their
30 demands on the distribution system.
31

32 .The replacement of the current Lower Mainland $4,176 per month

33 minimum charge with a basic charge of $700 per month
34 eliminates the obligation of low volume customers to pay for
35 gas not taken. The $700 basic charge (not creditable for any
36 reason) also ensures that the utility recovers its fixed
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customer costs and sets reasonable minimum limits for access

to interruptible service. The proposed new charge should

therefore further improve access to interruptible service.

Gas supply costs embedded in the rates for Schedule 2501/02

customers were frozen effective November 1, 1991 and then

again for the current contract year commencing November 1,

1992. The current embedded gas supply cost for calendar 1993

is on average $1.1273 per gigajoule for Schedule 2501
customers including $0.1159 per gigajoule being credited to a

Cost of Gas Deferral account for each unit of sale, and on

average $1.2636 for Schedule 2502 customers with $0.1519 being

credi ted to a Cost of Gas Deferral account.

BC Gas proposes that general interruptible sales gas will be

priced on the basis of market conditions. Smaller volume

general sales gas pricing will incorporate a service premium

(compared to large volume) to reflect the "first call"
priority that will be assigned to Rate Schedule 7 customers.

Accordingly, BC Gas proposes to have Rate Schedule 7 pricing

track Rate Schedule 10 Level 2 commodity rates, with a premium

in winter months initially set at $0.30 per gigajoule. Based

on present Schedule 10 rates, the gas commodity charge for

sales under Schedule 7 would be $1.90 per gigajoule in winter

and $1.10 per gigajoule in sumer.

Rate Schedule 7 is designed to remain a "burnertip" sales

option for smaller volume interruptible customers (as opposed

to the combination Schedule 10/22 Sales and Transportation

alternative available to large industrials). Nevertheless,

the utility intends to place no restriction on access. Each

customer's individual demand profile and gas service options

and preferences will dictate that customer's choice of service

level and volume category.
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BC Gas proposes to cancel existing rate Schedules 2501, 2502A,

2502B and the current Inland Schedule 7 and to replace them

wi th the Company l s new General Interruptible Service - Rate

Schedule 7.

9.0 PROPOSED LAGE VOLUME INTERRUPTIBLE TRASPORTATION - RATE

SCHEDULE 22

BC Gas favours the widespread use of interruptible service in

order to achieve economically efficient use of the utility l s
facilities as well as the economically efficient use of

facilities of the pipeline supplier. In the design of

interruptible rates for industrial classes, BC Gas has used as

its upper benchmark the General Firm Service rates referred to

in section 8 with recognition given to al ternati ve fuel costs
arising from curtailment, the value of peak shaving, capacity

constraints of the distribution system and differences in

operating and administrative burdens. Taking into account the

foregoing, BC Gas proposes the following adjustments to the

large industrial interruptible service provisions:

1. A basic charge to be set at $1,350 per month. The amount

of the basic charge is to a degree based upon the Lower

Mainland FDC assignment which has determined customer

related costs for large interruptibles at approximately

$1,300/month (based upon the proposed service
classifications) . The FDC results understate customer

costs as they do not include an assignment of
distribution costs, such as additional piping and

regulator station costs. On the Inland system, for

instance, most large volume customers require separate

regulation from transmission pressure - on the Lower

Mainland this is provided by the distribution system.

2. The establishment of interruptible deli very charges on a
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seasonal basis, commensurate with the utility's peak and off-

peak system demands. As wi th the proposed General
Interruptible rates, Large Volume interruptible delivery

charges will be further differentiated by way of two tiers

that provide a discount to customers who are prepared to

provide the Company with access to their direct purchased gas

for peak shaving purposes. The per gigajoule large volume

interruptible deli very charges proposed are:

Level 1 - Capacity curtailment only

Level 2 - Peak shaving access

winter
$0.95
$0.75

$0.70
$0.50

Summer

These delivery charges reflect a discount from those

available for small volume interruptibles in recognition

of the size of these customers and the operating and

administrative conditions which are part of the large

volume interruptible service:

service is balanced daily

no grouping of large volume accounts is permitted

service priori ty will be slightly below small

volume interruptible service.

3 . The introduction of a Direct Purchase Administration

Charge set at $500 per month. This charge relates to the

costs incurred to facili tate and administer
transportation service for large volume industrial

customers. For greater detail on the cost and allocation
methodology upon which this charge has been determined,

refer to Table 1 at page 13.

4. A revision to the payment terms to standardize them with

those made available to other utili ty customers,

including the residential and commercial classes. While

a proposed change in payment time provides customers with
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a less restrictive period in which to process a payment,

the new payment terms also incorporate a more signif icant

penalty for overdue amounts.

5. A minimum volume requirement of 20,000 gigajoules per

month; up from the current 1500 gigajoules per month but

less than the 30,000 gigajoules per month proposed in the

Company's original filing in Phase A. This change in

minimum volume will enable approximately 20 of the

largest Lower Mainland interruptible customers

(representing about 70% of the total Lower Mainland
interruptible load) to access large volume service.

Current Inland Division Schedule 30 interruptible
transportation service will be redundant and should be

cancelled. The agreement made between Inland Natural Gas Co.

Ltd. and Westcoast Energy Inc. and dated January 17, 1977 is

not in use and should be cancelled. Addi tional changes to

terms and conditions are detailed under Tab 9, section 16

"Proposed Terms and Conditions for Industrial Rate Schedules".

A revised Rate Schedule 22 will also be filed at an early

date.

10. 0 PROPOSED LAGE VOLUME FIRM TRASPORTATION - RATE SCHEDULE

22

BC Gas believes, as did the Commission in its 1987 Decision

relating to Inland's rate design application, that negotiation

of rates for non-captive and captive large volume firm

industrial customers is the appropriate manner in which to

value service for those customers. While the potential for

new large firm industrial service in the BC Gas system

continues to exist, the filing of fixed rates on the basis of

hypothetical requirements in advance of need is not believed

appropriate. It is desirable to develop customer specific

rates, when and if needed, taking into account the exact
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1 nature of the service desired, and the costs that exist at

2 that point in time. BC Gas therefore proposes to make large

3 industrial firm transportation available to new large
4 industrial loads on a negotiated basis only, subject to
5 Commission review and approval of any such negotiated rates.

6

7 Proposed firm large industrial transportation would, at a

8 minimum, be determined on the basis of rolled in historic

9 costs plus any incremental expense that may reasonably be

10 associated with providing firm capacity to a new customer. As
11 stated in the 1987 Decision the rate must be sufficient to
12 "yield a fair and reasonable compensation for the service

13 rendered", and in so doing, should "fully recover the cost of
14 new facilities required and make some contribution to
15 facilities supported by the existing customers".

16

1 7 It should be recognized that customer specific rate setting is

18 not a new concept for BC Gas customers. As indicated earlier,
19 18 of the Company's Inland industrials are on special "bypass"
20 rates; 8 others are on rates negotiated to compete with
21 alternative fuel options. In addition, Columbia large
22 industrials have each been assessed demand/distance related

23 cost of service rates that take into account each customer's
24 distance from the Alberta Natural Gas transmission line and
25 the customers' particular capacity requirements. Louisiana-
26 Pacif ic (on the Inland system) and Byron Creek and Crowsnest

27 Resources (on the Columbia system) are recent examples of

28 customers that have individual rates designed to recover their
29 respective costs of service as these customers were added.
30

31 The LRIC study in Tab 3 of Volume 2 illustrates the need for
32 negotiated large industrial rates. In fact, without a
33 specific policy addressing this issue the Company has already,

34 with the Commission's approval, instituted negotiated rates

35 where major new facilities were added.
36
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BC Gas must ensure new large industrial firm rates are fair to

both existing and new customers. As suggested by the

Commission in its 1987 decision, "Amongst other matters

negotiated rates will provide the utility the flexibility to

encourage the location of new industrial customers at

locations within its system at the lowest cost of providing

the service while at the same time making a contribution to

the success of the new customer." While the Commission

accepted the fact that this might give a new customer a

competi ti ve advantage over an existing competi tor, they
acknowledged that this "in principle is no different than that

which has already taken place with ' bypass' . "

11.0 PROPOSED INL LARGE INDUSTRIAL FIRM TRASPORTATION -

RATE SCHEDULE 22A

Although it is the position of BC Gas that firm rates for new

large volume industrial loads should be negotiated, the
Company proposes to grandfather the present Inland firm

transportation rates, except for the incorporation of a Basic

Charge and Direct Purchase Administration Charge, for the

existing Inland large industrials. The rates would be closed

to new customers but would continue to be subj ect to normal
revenue requirement changes. The schedule for the existing

Inland large firm industrials will be renamed Schedule 22A.

The Company offers the following as a basis for doing so:

1. Customers currently served under firm Schedule 22

transportation are likely to have made business plans and

decisions based on the current rate structure with the

reasonable belief that such rates and rate structure

would prevail over the longer term. Subjecting each

customer to a negotiated process to establish individual

rates would be a significant departure from that
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expectation and may cause undue hardship.

2 . On the basis ,of total throughput using the peak
responsibility method of the FDC, the present customers

currently contribute 108% of the costs to serve them.

3. The existing large industrials must continue to provide

the utili ty wi th peak shaving access in the amount of
one-half their firm contract demands for five days.

4. The existing Inland large industrials served under the

present Schedule 22 rate structure are distinguished from

those served in the General Firm Service class in terms

of their point of supply on the BC Gas system. Over 80%

of the service supplied is off the BC Gas high pressure

transmission facilities as opposed to the distribution

system. As a consequence, the cost of service to large

industrial customers is considerably less than to the

General Firm Service customers.

5. Be Gas wishes to provide uniform rates throughout its

combined service area, hence widespread application of

the existing Schedule 22 rates is not compatible with

other proposed firm and interruptible rates.

BC Gas proposes a basic charge of $2700.00 per month be

introduced for this closed large industrial service. The

basic charge will recover most of the customer related costs

of large industrial service, providing greater equity in the

collection of related revenue requirements. This will be

accomplished by reducing the current $.088 per gigajoule

delivery charge for firm transportation by $0.044 per
gigajoule to $0.044 per gigajoule (see Table 2 for exact

rates) . In addition, a monthly "Direct Purchase
Administration Charge" of $500 will be incorporated to recover

those costs. with the exception of rates, all customers
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1 qualifying for the closed service will continue to be subject

2 to changes in the terms and conditions of service under Rate

3 Schedule 22, as from time to time approved by the Commission.

4

5 BC Gas proposes to limit availability of Levell interruptible

6 service to capti ve customers only . Non-captive customers

7 seeking access to Level 1 transportation service will be

8 required to negotiate peak shaving rights with the utility.

9 Bypass customers are not required to pay for interruptible

10 service, and would otherwise decontract their firm
11 transportation on BC Gas, with a concurrent loss of peak
12 shaving rights negotiated in existing long term agreements
13 with BC Gas.
14

15

16 12.0 PROPOSED COLUMIA INDUSTRIAL RATES

17

18 12 .1 Small Industrial
19

20 BC Gas proposes to implement the new Rate Schedule 5 - General

21 Firm Service as the replacement for the current Small
22 Industrial rate class 3. The basic charge and rate structure

23 will be the same as those applied to Inland and Lower Mainland

24 customers, with the per gigajoule delivery charge phased in
25 over two years. In addition, the Company proposes, subj ect to

26 the review of a Tolls & Tariff Committee comprising of members

27 from the companies affected, to introduce for the first time
28 a transportation service schedule applicable to small volume
29 firm customers: General Firm Transportation Rate Schedule 25.

30

31 In recognition of the Company's demand side management goals

32 and initiatives, BC Gas proposes to make an interruptible

33 service option available for the first time in the Columbia
34 service area through Rate Schedule 7 General Interruptible
35 Service. For Columbia, this service will be priced
36 considering the costs of gas assigned to the General Firm
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1 Service class. Gas commodity market prices of $1.70 in the

2 summer and $2.067 in the winter (the equivalent firm cost)

3 have been established to which must be added the appropriate

4 seasonal deli very charge.

5

6 12.2 Proposed Columia Large Industrial Firm Transportation -

7 Rate Schedule 22B
8

9 The complex rate design methodology used as the basis for

10 setting the present level of rates and the results of the
11 Company's FDC study (which indicates the revenue to cost ratio
12 for the class at 1.0) are sufficiently in accord to support
13 the conclusion that rates for this class should not be revised
14 and should be maintained under the same group allocation
15 methodology first approved in 1987. Notwithstanding this
16 conclusion, the Company will seek to work with the large
17 industrials in the Columbia service area in order to secure

18 indi vidual long term service agreements that take into account
19 each customer's distinct needs and costs. The Company will
20 endeavour to reach consensus with the customers on a mechanism

21 that separates the change in contracting requirements of one

22 operation from those of another - a consequence of the present
23 methodology.
24

25 Subject to the review of the Tolls & Tariff Committee
26 (comprising of representatives of customers to be affected),
27 the Company proposes to introduce Rate Schedule 22 for large

28 industrial transportation to be made available in the Columbia

29 service area as soon as practicable. This would include
30 Schedule 22 for new large volume industrial service and
31 Schedule 22B as a replacement for the current interim
32 transportation agreements. In the meantime, it is proposed
33 that BC Gas and the large Columbia industrials continue to use

34 the special transportation agreements already developed as an

35 interim measure. As a result of the current arrangements and
36 proposed new Rate Schedules, BC Gas proposes to terminate the
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1 existing Schedule 7 - Large Volume Firm Service.

2

3

4 13. 0 RATE SCHEDULE 10 - LAGE VOLUME INTERRUPTIBLE SALES

5

6 First filed in October 1991, this market based sales service

7 was approved for implementation November 1, 1992 by way of the

8 Commission's Decision in Phase A. It introduced the concept

9 of interruptible gas sales by the utility to non-core
10 customers at market competi ti ve rates instead of cost.
11 Justified on the basis of industrial customers having market

12 alternatives available to them, and core customers being
13 entitled to earn a contribution toward the fixed gas supply

14 costs, Schedule 10 has proven to be a success.

15

16 The terms and conditions of Rate Schedule 10 will be updated
17 to correspond with contractual and format changes proposed for

18 Rate Schedule 22. Revised documentation will follow at an
19 early date. Otherwise BC Gas does not propose to alter the

20 market based pricing concept for gas sold under Rate Schedule
21 10.
22

23 with full implementation of market based pricing for all non-

24 core interruptible sales (including Rate Schedule 7) effective
25 November 1, 1993, and based on current market trends, the
26 Company projects a potential annual contribution to core
27 market gas supply costs of $5.7 million.
28

29

30 14.0 RATE SCHEDULE 13 - PEAING AN BACKSTOPPING

31

32 When first initiated as a peaking service by Inland Natural
33 Gas Limited, Schedule 13 was intended as a limited
34 availability service to back up the Company's previous
35 Schedule 12 interruptible sales if and when the utility was
36 purchasing higher priced peaking gas from Alberta (by way of
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1 its Alberta & Southern peaking supply agreement). with the

2 amalgamation of Inland Natural Gas and the Lower Mainland Gas

3 Division of B. C. Hydro, BC Gas chose to expand the service

4 (along with its Schedule 10 interruptible sales) to Lower

5 Mainland customers and at the same time increase the
6 flexibili ty of Rate Schedule 13 such that the customers and

7 the utility would both benefit from a broader application of

8 the service than was initially contemplated. This decision

9 proved to be extremely fortuitous given the winter of 1992-93.

10

11 Prior to November 1, 1992, Schedule 13 was a peaking service

12 which consisted of a posted rate with no provision enabling
13 the Company to adjust the rate to reflect incremental costs.
14 Consequently, the availability of supply was limited by the
15 price set out in the Schedule. In the revised Rate Schedule

16 13, BC Gas incorporated a provision to allow for rate
17 negotiation subject to consideration of such items as "Buyer's
18 alternative fuel or direct purchase gas costs and Company's

19 cost of gas". This revision proved timely. In January of

20 this year BC Gas made available over 300,000 gigajoules of

21 peaking gas to some 23 different industrial customers. While
22 the communication and administrative tasks associated with

23 these sales were extensive for both the Company and the
24 customers, BC Gas is proud to have played a part in
25 maintaining normal operations for these customers, albeit at
26 somewhat greater cost to them. Despite the higher spot market
27 prices, BC Gas believes the program was able to save customers

28 tens of thousands of dollars in energy costs and operating

29 downtime and disruption during the lengthy cold spells. This
30 past winter has shown that a peaking service such as Schedule

31 13 offers the utili ty and its customers supply options
32 heretofore considered too complex and labour intensive to be
33 viable. To the Commission's credit, its timely approval of

34 gas purchases also played an important role in making the
35 process work smoothly.

36
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Consequently, BC Gas proposes to make few changes to Rate

Schedule 13 other than the following:

1. Standardization of the rates across all service areas.

2 . Introduction of winter/sumer seasonal commodity charges.

3 . Increased discretion to BC Gas on the take-or-pay

provisions contained in the Schedule.

lS.0 PROPOSED SEASONAL SERVICE

BC Gas proposes to set the basic charge at $300 per month

(chargeable in the months of usage only) wi th a per uni t
delivery charge set at $0.60 per gigajoule. Combined with a

gas supply cost allocation of $1.286 per gigajoule this will

reduce the average burnertip rate to customers wi thin the

Inland service area by approximately 25%. As a result of the

higher Lower Mainland gas costs and tradi tionally lower
margins, the Lower Mainland seasonal customer group will see

only about a 3% reduction in costs.

For operating simplicity the Company proposes to make this

service firm as it relates to supply, but in restricted areas

of the distribution system service will be subject to

interruption for capaci ty constraints. BC Gas proposes to

price any winter requirements at twice the residential service

rate as a deterrent to customers who may wish to utilize

seasonal service as an al ternati ve to interruptible. This is

similar to current Lower Mainland winter pricing.
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16.0 BURD THERM I PACIFIC COAST ENERGY CORPORATION (PCEC)

BC Gas concurrently has three ongoing arrangements to

transport and supply gas to B.C. Hydro's Burrard Thermal

facili ty . They are:

1. The Burrard Thermal Interruptible Gas Purchase Agreement;

2. The Burrard Thermal Firm Gas Purchase Agreement;
and

3. The Letter Agreement for the supply of Swing Gas at the

Burrard Thermal Plant.

The pricing and priority of service relating to the
Interruptible Gas Purchase Agreement are being discussed

between B. C. Hydro and BC Gas. BC Gas does not propose
changes to the Burrard Thermal agreements as part of this

application.

BC Gas has contracted with Pacific Coast Energy corporation

(PCEC), on the basis of a bypass equivalent rate, to transport

gas from the interconnect with Westcoast Energy at Huntingdon

through the BC Gas system to Coquitlam, the take off point for

PCEC's transmission of gas to Vancouver Island. Gas first

flowed under this agreement in July of 1991.

BC Gas does not propose changes to the PCEC Agreement as part

of this application.

17.0 PROPOSED TERMS AN CONDITIONS FOR INDUSTRIAL RATE
SCHEDULES

The proposed industrial rate schedules are in Volume 2, Tab 5.

The following are brief summaries for each service schedule

highlighting major changes or new conditions.
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Rate Schedules 5/25 - General Firm Service and Transportation

BC Gas proposes to make the following modifications to the

rates, terms andcondi tions:

1. The basic charge for this service is to be set at $300

per month; down from over $500 per month within the

Inland Service area, up from $5.00 per month in the Lower

Mainland.

2. Seasonal delivery rates as set out in Table 2 - Page 34

are to be implemented.

3. The present "Direct Purchase Administration Charge" is to

be reduced from $500 per month to $175.

4. Customers will be permitted to amalgamate into groups and

assign a group "Customer Agent" to handle all gas

management functions and certain gas and penalty charge

payment functions.

5. Payment terms have been standardized with the Company's

General Terms and Conditions.

6. Authorized overrun gas on firm transportation service

will be priced at the residential rate in winter, the

general interruptible service rate in summer.

7. Although the rate schedules will consist of generic terms

and conditions applicable throughout the BC Gas service

territory, grouping and supply management will be

possible by a service area only.

8. Incorporation of a service applicability limitation on

Rate Schedule 5 to "a customer who, .... uses more than
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50% of its approved connected gas load for applications

other than space heating."

9 . Revision to the terms of the agreement such that service

will run from November to November.

10. Inclusion of "Warnings" related to accessibility to firm

sales.

11. Expanded table of charges which details each of the

following:

(a) Basic Charge

(b) Delivery Charge

(c) Gas Cost Recovery Charge (where applicable)

(d) Authorized Overrun charges (where applicable)

(e) Unauthorized Overrun charges (where applicable)

(f) Direct Purchase Administration Charges (where
applicable)

(g) Franchise Fee Charge (where applicable)

12. Relocation of "Definitions" section to the end of the

Rate Schedule.

Rate Schedules 7/27 - General interruptible Service and

Transportation

BC Gas proposes to make the following modifications to the

rates, terms and conditions:

1. The basic charge for this service is to be set at $700

per month.

2. Tiered and seasonal rates as set our in Table 2 are to be

implemented.
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3. The transportation service for this class will allow

group balancing and year round monthly balancing as is

presently provided for in Schedule 25 and 2007 (small

industrial firm transportation) .

4. Payment terms have been standardized with the Company i s

General Terms and Conditions.

5. The sales service continues to allow for negotiation of

rates based on competing al ternati ve fuels.

6. Repeated failures to curtail usage when directed by the

Company may be cause for conversion to firm service.

7. Customers will be permitted to amalgamate into groups and

assign a "Customer Agent" to handle all gas management

functions and certain gas and penalty charge payment

functions.

8. Authorized overrun gas on interruptible transportation

service will be priced in accordance with the current

Lower Mainland methodology: the residential rate in

winter, the general interruptible service rate in summer.

9. A "Direct Purchase Administration charge" for
transportation customers is to be set at $175 per month.

10. Document format and arrangement will be similar to Rate

Schedules 5 and 25.

11. The notification period for curtailment will be increased

from 2 hours to 8 hours.

Ra~e Schedule 22 - Large Indus~rial Transpor~a~ion

BC Gas proposes to make the following modifications to the
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rates, terms and conditions.

1. The Basic Charge for this service is to be set at $1,350

per month.

2. Tiered .and seasonai rates as set out in Table 2 are to be

implemented.

3. An increase from 2.5% to 10% in the tolerance affecting

UOR Demand Surcharge is to be implemented.

4. Discontinuance of the curtailment Buyout Option is to be

effective November 1, 1994. Changing circumstances in

the availability of winter peaking supplies compel BC Gas

to withdraw the buyout option as soon as possible. In

order to provide customers with adequate opportunity to

make al ternati ve arrangements, the Company is prepared to
continue with the present option for a transitional
per iod of one year.

5. In place of the buyout option, provisiòns for customers

to contract for and supply BC Gas with peaking gas in

lieu of half firm curtailments are under consideration.

If implemented, such supplies would be required over a

longer period than five days to account for the Company i s

much reduced operating flexibility with such supplies.

6. A monthly "Direct Purchase Administration Charge" of $500

per month is to be set.

7. In accordance with the Commission i s order, prior to the

commencement of hearings of this application, the Company

will file a Balancing Report and table a Load Balancing

Service. It is the Company i s intent to work wi th the

customers affected to develop a service which adequately

meets the needs of all parties. The company will file a
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1 Load Balancing Report by June 21, 1993.
2

3

4 18.0 SUMY
5

6 Despi te the obstacles which confronted the Company in first

7 tackling the issue of industrial rates and service
8 integration, BC Gas is confident it has accomplished its
9 mission while still adhering to its fundamental rate design

10 objectives.
11

12 Starting from a conglomeration of different rates and service
13 schedules, which in 1989 numered over 30 throughout the
14 various service territories, BC Gas has been able to trim this

15 down to about 10. BC Gas believes it has brought about
16 equalized rates and service terms without imposing undue
17 hardship. The Company has drafted "user friendly" market

18 responsive service schedules which aim to make access to, and
19 the administration of, direct purchase arrangements as
20 trouble-free as the operating parameters of the transmission
21 companies and the utili ty permi t. Be Gas commenced its
22 industrial rate design with the primary objectives of equity,
23 fairness and balance. This application, the Company believes,
24 satisfies those aspirations.
25
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BC GAS INC.
PROPOSED INDUSTRIAL RATES

IHH "'H HH 'H' HH 'H' H"H' H 'HH..... ,.. ....... ........HH........ H........HHr.......'....'.......HI.. I

2 A. GENERAL FIRM SALES & TRANSPORTATION - RATE SCHEDULE 5/25
3
4 a) Basic Charge Per Month
5
6 b) Delivery Charge
7
8 c) Commodit Charges (Rate 5 only)9 -Lower Mainlando -Inland1 -Columbia
12

13 d) Direct Purchase Administration Charge per month (Rate 25 only)

14 B. GENERAL INTERRUPTIBLE SALES & TRANSPORTATION - RATE SCHEDULE 7/27
15

16 a) Basic Charge Per Month
17

18 b) Delivery Charges9 Level 1~O Level 2
~1

~2 c) Commodit Charges (Rate 7 only)~3 . -Lower Mainland & Inland~4 -Columbia
~5

~6 d) Direct Purchase Administration Charge Per Month (Rate 27 only)

$ 300.00 $ 300.00

$ 1.50 $ 0.75

$ 2.29 $ 2.29
$ 2.10 $ 2.10
$ 2.07 $ 2.07

$ 175.00 $ 175.00

b) Commodit eharge
-Lower Mainland

-Inland
-Columbia

$ 700.00 $ 700.00

$ 1.20 $ 0.75
$ 0.95 $ 0.70

$ 1.90 $ 1.10
$ 2.07 $ 1.70 --

~
$ 175.00 I $ 175.00 II

4
...
m
CD
ø.

$ 300.00 I $ 300.00 II c.
~
::

~
CD "'

$ $
l\ PI

8.94 1.98 .. I. i-
$ 8.40 $ 1.89 i: l- (I PItr \D tJ
$ 7.56 $ 2.07 \D Wl\ w.i \0

~7 II C.
~8

~9

~O

l1

~2

~3

SEASONAL SERVICE
a) Basic Charge Per Month

Note: a)
b)
c)

Level 1 = Capacity Curtilment Only
Level 2 = Peak Shaving Access
All Delivery & Commodity Charges In $/gigajoule



BC GAS INC.
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2

3 D. LARGE VOLUME FIRM & INTERRUPTIBLE TRANSPORTATION - RATE seHEDULE 22 (PROPOSED)
4
5 a) Basic Charge Per Month
67 b) Firm
8
9 c) Interruptible - Delivery Chargeso ~~11 Level 2
2
3 d) Direct Purchase Admlnlnistration Charge Per Month

4
5
6
7
8
9
o
1

2
3
4
5
6
7
8
9
o
1

2
3

E. LARGE VOLUMEF-lRMBdNIERBUPTlBLJ:IRANSPORTATION, - RATE SCHEDULE 22A (CLOSED)

a) Basic Charge Per Month

b) Rates
lDemanc Charge ($/GJ/day)
lCommodlt Toll
llnterruptlble Delivery Charges

Level 1

Level 2

c) Direct Purchase Admininlstration Charge per month

( Note: These rates are closed; available only to existing J

( customers presently receiving firm service under J( this Rate Schedule. J

Note: a)
b)
c)

Level 1 = Capacit Curtilment Only
Level 2 = Peak Shaving Access
All Delivery & Commodity Charges in $/gigajoule

$1,350.00 I $1,350.00

Negotiable

$ 0.95 I $ 0.70
$ 0.75 $ 0.50

$ 500.00 I $ 500.00

$ 2,700.00

$ 6.60
$ 0.044

$ 0.55
$ 0.38

$ 500.00

~ti
t"I:

¡:
.:
...
(/
tIii

~
::tI 't
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.. (l ØJ
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PROPOSAL TO REVISE NGV GAS SERVICE RATES

1. 0 RATES UNER CONSIDERATION

This proposal to revise NGV rates pertains to firm gas service

rates for Natural Gas Vehicles, specifically, the
"uncompressed" gas rates sold under Schedules 2206 (Lower

Mainland), 14 (Inland), and 5 (Columbia). A new Schedule 6 is

proposed to replace those schedules.

BC Gas also serves NGV customers under negotiated Tariff

Supplements for compression/dispensing service at rates

designed to be fully compensatory. Those supplements comprise

five year renewable, fixed rate contracts that do not require

review at this time. BC Gas does not propose to alter

services or rates under Schedule 2216 (Lower Mainland) that

pertain to Vehicle Refuelling Appliance service, other than to

rename it as Schedule 6.1. The Vehicle Refueling Service

rate, per Order G-113-92, is approved for the Lower Mainland

Division only. If the Commission subsequently approves the

extension of this service to other divisions, BC Gas will, at

that time, seek to determine appropriate "postage stamp"

rates.

2 . 0 IMPORTAN CONSIDERATIONS IN NGV RATE DESIGN

NGV firm service has a number of distinctive characteristics

compared to other gas services provided:

a) NGV service has a very high load factor, almost 100%.

b) Customers tend to be either retail service stations that

resell NGV and competitive fuels or fleet customers that

consume NGV. These two markets are different: retailers

need to set competitive end prices; fleet customers are
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seeking to minimize costs.

c) Firm NGV gas service typically represents about ten cents

per litre of the 25 cents per litre pre-tax retail price

of NGV, or about 40 percent of the pre-tax retail price.

Compression/dispensing cost, including electrical energy,

typically represents another 40 percent, and the retail

margin is approximately 20 percent or less. GST is

currently the only tax charged on NGV since alternative

fuels are exempted from provincial Motor Fuel Tax until

1997. If the other cost components were held constant,

a ten percent firm gas price change would result in a

four percent retail price change, or about one cent per

litre.

Retail service stations are limited in their ability to

pass NGV rate increases through to their customers by the

prices for gasoline and propane. One major NGV retailer

attempted to increase prices by five cents per litre and

had to quickly withdraw the price increase due to the

strongest public response to price changes it had ever

experienced. This response tallies with past market

research that describes current NGV users as "dedicated

cost savers".

Fleet customers have made commitments to NGV based on

cost savings, environmental awareness and other factors,

and are similarly sensitive to changes in their fuel

cost. This segment is heavily targeted by the propane

motor fuel distributors, and ultimately NGV must remain

competitive with propane.

e) The public network of retail NGV outlets in the BC Gas
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1

2

3

4

5

6

service area comprises 30 stations in the Lower Mainland,

most with compression facilities owned by others, and 12

stations in the Interior, most with compression
facilities owned by BC Gas. Many of the stations in the

Lower Mainland purchase higher volumes than those in the

Inter ior .
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f) NGV firm service rate payers are often competitors in the

same market area, and a substantial portion of their NGV

resale price is based on the firm gas rate. Therefore it

is essential that the rates charged be consistent.

g) Previous market research has shown that owners of
vehicles which operate on NGV want the public refuelling

network to expand. There is also evidence that
prospecti ve NGV customers, who have decided not to
convert their vehicles, have made their decision largely,

or in part, based on the limited extent of the refuelling

infrastructure. Therefore, rate increases should not be

so large as to cause the closure of stations in the

public refuelling network.

stations in smaller communities, such as Merritt or Williams

Lake, which may not have an adequate local fleet to sustain

them, are most vulnerable. These are also critical to the

credibility of the overall NGV offering to customers. For

example, in BC Gas' 1991 Customer Attitude Survey, when NGV

users were asked to name the locations in the Lower Mainland

where additional retail outlets were most needed, "Hope" and

"Merritt" were the most frequent answers. Locations along key
routes, often in smaller communities, are vital to permit a

vehicle on NGV to travel the major routes in the Province.

Rate changes must not adversely impact these critical station

locations more than their capability to pass a rate change on

to their customers.

If one accepts that outlying public station locations are

essential to the overall credibility of NGV, then it is

logical that high volume, centrally-located retail stations

should to some extent support low volume, outlying critical

locations.
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3 . 0 CURENT RATE STRUCTURE

The current Divisional structure for firm NGV service is

sumarized below:

SCHDUL DIV. BASIC
CHGE

MINIMU
CHGE

DELIVERY
CHAGE

2206
14

5

LM

INL

eOL

$9.28j2 mos. none $1. 8996jGJ
$2.0966jGJ
$1. 3566jGJ

none
none

$200.00 jmo.
$200.00jmo.

In addition to the above a gas commodity charge is included in

the rate.

The Inland and Columia divisions also
for fleet service which are not in use.

be eliminated to simplify the tarlffs.

have special tariffs

Those schedules can

The largest single customer, with more than twice the volume

of the next largest custo~er, has negotiated a commodity rate

reduction with BC Gas that takes effect at volumes greater

than 7,500 GJ per month. The rate is filed as Tariff
Supplement 25, and the underlying contract runs to 1994.

The current structure could be simplified. Three different

tariffs and a tariff supplement have to be applied to what is

essentially a small part of BC Gas l total load and to few

customers.

4.0 COST OF SERVICE

The fully distributed cost studies did not separate firm

uncompressed gas service from compression/dispensing service

or VR service. The rolled-in costs of NGV and VR services

require one to use judgment when applying the results of the
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1 FDC studies to firm uncompressed NGV service.

2

3 The NGV Annual report for 1992, which will be filed shortly,

4 has determined that the NGV rate of return on rate base for

5 1992 was 8 . 48 percent, compared to the allowed rate of return
6 of 10.31 percent. It is concluded that the margin earned by

7 uncompressed NGV service sufficiently approximates the test

8 year 1992 costs.
9

10

11 5.0 PROPOSED RATE STROCTURE
12

13 Existing NGV tariffs should be replaced with a simpler
14 structure that contains uniform basic charges and uniform

15 delivery charges for all customers. The new NGV schedule will

16 be called Schedule 6. The large volume price reduction, which
17 is part of Tariff Supplement 25, should be incorporated into

18 the NGV schedules to encourage operators to increase their

19 sales volumes. This action would bring all users under a
20 common rate schedule.
21

22 5.1 Basic Monthly charqe
23

24 The monthly Basic Charqe should approach recovering the fixed

25 customer-related component cost. The vast majority of NGV

26 customers consume over 2,000 GJ/year, and all but 11 are over
27 6,000 GJ /year. However, the typical public station compres-
28 sor capacity (200 scfm or 340 m3 /hr.) limits peak flows to
29 levels close to large commercial customer usage of 2,000 to

30 6,000 GJ/yr. NGV firm service customers have similar needs

31 for peak flow capacity, meter sizing, and billing as those for
32 large commercial (Schedule 3) customers. NGV has additional

33 costs for the NGV marketing program and the vehicle conversion

34 grant. Ideally, the basic charge would reflect the full fixed
35 cost component as identified in the FDC studies. However, a
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1 large basic charge would have an unacceptable impact on low

2 volume customers, who are often in remote, key locations. Upon

3 study of these impacts, BC Gas proposes that a $35 basic
4 charge be employed. This level of charge moves towards the

5 fixed costs but avoids large increases.

6

7 5.2 Delivery Charqes
8

9 It is recommended that a delivery charge (excluding cost of

10 gas) of $2.00 per GJ be applied wi thin the present Lower

11 Mainland, Inland and Columbia service areas. The basis of
12 this recommendation is that NGV promotional and customer

13 support programs are uniform throughout the service area.
14

15 For loads above 4,000 GJ /month, it is proposed that the
16 deli very charge be reduced by 50%. Currently, that charge
17 would be $1.00/GJ, and it would move with the delivery charge
18 established from time to time. The purpose of this large
19 volume delivery charge reduction is to encourage customers to
20 build load. This would also incorporate provisions of Tariff

21 Supplement 25 into the rate for all users, rather than
22 limiting the provisions to one user. Tariff Supplement 25
23 specifies the lower rate to take effect over 7,500 GJ per
24 two-month period, or 3,750 GJ /month. This is slightly lower
25 than the 4,000 GJ /month block now proposed.

26

27
28 6. 0 IMPACT OF THE PROPOSED RATE CHAGES

29

30 The proposed NGV firm service rates are:
31

32 $35/month basic charge
33 $2. OO/GJ delivery charge, 0 - 4,000 GJ /month
34 50% of delivery charge ($1.00/GJ) ~4,000 GJ/month35 cost of gas
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The effect on revenues and margins for each Division, and for

NGV overall, is shown below:

SUMMARY OF DIVISIONAL REVENUES AND AVERAGE MARGINS

Division Item 1992

Pre Phase A

1992

Phase A

1993 1994

Proposed
Lower Mainland

Load, T J 747.7 747.7 805.3 805.3

Revenue ($OOO's) $2,64 $2,366 $2,697 $2,723

Rev./GJ $3.54 $3.16 $3.35 $3.38

Margin ($OOO's) $1,151 $1,204 $1,425 $1,450

Average Margin $1.54 $1.61 $1.n $1.80

Inland

Load, T J 111.6 111.6 125.2 125.2

Revenue ($OOO's) $378 $365 $4 $48
Rev./GJ $3.39 $3.27 $3.55 $3.50

Margin ($OOO's) $204 $204 $263 $255

Average Margin $1.83 $1.83 $2.10 $2.04

Columbia

Load, T J 1.9 1.9 1.9 1.9

Revenue ($OOO's) $5.27 $5.27 $5.96 $7.60

Rev./GJ $2.n $2.n $3.14 $4.00

Margin ($OOO's) $2.05 $2.05 $2.58 $4.22

Average Margin $1.08 $1.08 $1.36 $2.22

Total NGV (exel. Fort Nelson)

Load, T J 861.1 861.1 932.4 932.4

Revenue ($OOO's) $3,030 $2,736 $3,148 $3,168

Rev./GJ $3.52 $3.18 $3.38 $3.40

Margin ($OOO's) $1,363 $1,414 $1,697 $1,725

Average Margin $1.58 $1.64. $1.82 $1.85
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Compared to the current 1993 interim rates, the proposed rates

would increase NGV revenue 0.65% overall, by 0.95% in the

Lower Mainland, and by 27.57% in Columia, while reducing

revenue by 1.59% in the Inland Division.

The increase in Columia is the most dramatic change that

would result from this proposal. This increase is justifiable

considering the much lower margins that have been enjoyed

there compared to other Divisions. Al though the increase is

large in percentage terms, it would be less than 3 cents per

litre if passed through to retail customers without markup.

This should be an acceptable outcome if it is fully explained

to those customers in advance.

The impacts on individual customers have been considered. In

the Lower Mainland Division, many customers would experience

a 2% to 5% increase, whereas in the Inland Division most would

have 0% to 3% reductions. This outcome reflects the objective

of providing some level of support from high volume customers

to the overall network. The exceptions are that the second

largest high volume customer would now receive the high volume

rate reduction, which would lower the total cost by 26%, and

that the smallest volume Inland customer would now experience

a 4.8% increase.

Overall, the proposed new rates would achieve the following

goals:
equi ty between divisions;
equity for competitors reselling NGV;

acceptable cost increases, that could be passed to

retail customers;

large volume price break incorporated into standard

rate;
simplicity of rate administration; and

enhancement of environmental protection.
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GAS COST ALLOCATION FOR THE PROPOSED COSTOMER CLASSES

The material under this Tab discusses the methodology used to

establish the gas supply cost component of the rates for each

proposed customer class. The gas supply costs for the

customer classes are displayed on the table at the end of this

Tab.

1. 0 LOWER MAINL AN INL

In the Lower Mainland and Inland service areas, gas supply

costs have been allocated to the proposed customer classes

using the methodology approved in the Phase A Rate Design

Decision. Under that methodology, demand and other fixed gas

supply costs are allocated based on coincident peak demand.

Commodi ty and other variable gas supply costs are generally

allocated based on annual consumption with the exception that

higher cost peaking and storage gas is assigned first on a

reasonable basis to the interruptible classes before prorating

the remainder to the other rate classes.

There are three significant items in the gas cost allocation

to the proposed customer classes. First, new load factors

have been derived for customers of the proposed Schedules 2,

3 and 5. Second, the gas costs for residential, commercial

and medium industrial in the Lower Mainland have been flowed

through on an average basis to this point but will now be

flowed through on a class specific basis. Third, the

schedules for sales of interruptible gas have been divided

into small interruptible (Schedule 7) and large interruptible

(Schedule 10). A summary of gas cost changes affecting Lower
Mainland and Inland customers moving from the existing to the

proposed customer classes is found in Table 1, Page 1.
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1 1. 1 Revised Load Factors for the Proposed
2 Schedules 2, 3 and 5
3

4 In Phase A of Rate Design, the customer classes in the Lower

5 Mainland were small commercial (0 to 6 TJ /year), large
6 commercial (~6 TJ /year) and small/medium industriaL. The

7 respective load factors for those classes were 30.2%, 36.5%

8 and 45.9%. The initial calculations of the load factors for
9 customers of the proposed Schedules 2, 3 and 5 are 27.9%,

10 33.9% and 44.6%. These load factors are somewhat lower than

11 under the previous customer classes since customers in the
12 consumption range of 2,000 - 6,000 GJ per annum move from

13 small commercial to large commercial. The peak day demand

14 determined by these load factor for Schedules 2, 3 and 5
15 across both the Lower Mainland and Inland service areas is the
16 same as the peak day demand under existing classes. All load
17 factors were calculated on a basis consistent with Phase A
18 methodology.
19

20 The revised load factors and volume forecasts for Schedules 2,
21 3 and 5 result in a reallocation of gas costs which only
22 affect these customer classes. In other words, the gas costs
23 allocated to other customer groups are essentially unaffected
24 by the shifts amongst the Schedules 2, 3 and 5 customers.

25
26 1.2 Rate Class Specific Gas Costs for Lower Mainland27 Schedules 1, 2, 3 and 5
28

29 The customers in the Lower Mainland of the proposed Schedules

30 1, 2, 3 and 5 have all had the same rates under the existing

31 customer classes (Schedules 2101, 2102, 2207, 2208 and 2209) .

32 In Phase A it was anticipated that the Lower Mainland General

33 Service customers (Schedules 2207 and 2208) would eventually

34 be split into small and large commercial with the break being

35 at 6,000 GJ /year annual consumption (similar to the existing

36 Schedules 2.1 and 2.2 in the Inland Division). Since the work
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1 had not been completed to separate the General Service
2 customers, and since there were problems wi th customer
3 misclassification amongst the residential, commercial and

4 medium industrial classes, gas cost flowthrough changes have

5 been calculated on an average basis for these customers.

6

7 Under the proposed Schedules 1, 2, 3 and 5 the gas costs are

8 flowed through on a class specific basis. More particularly,

9 the allocated fixed costs are determined by the load factor

10 for each class. For Schedules 2, 3 and 5 the gas cost changes

11 presented on Table 1, Page 1, Column 9 reflect the combined
12 effect of the load factor changes described above and the

13 change from average to class specific gas costs. For the
14 Residential Rate Schedule 1 customers the gas cost increase of
15 $0.043 /GJ (Table 1, Page 1, Column 9, Line 3) is only the
16 resul t of moving from average gas costs, as calculated under
17 the Phase A methodology, to class specif ic gas costs.

18

19 1.3 Gas Supply costs for interruptible Sales -
20 Schedules 7 and 10
21
22 The interruptible sales volumes will be classified as either
23 Small Interruptible - Schedule 7 or Large Interruptible -
24 Schedule 10. The Phase A methodology did not allocate demand

25 or other fixed gas supply costs to the interruptible classes.
26 This approach is continued under the proposed interruptible
27 schedules.
28

29 The gas cost allocation for Large Interruptible - Schedule 10
30 is already established and will remain unchanged. The
31 methodology assumes that 40% of winter volumes will be taken

32 from peaking and storage sources. The Schedule 10 sumer
33 volumes are all from baseload gas supply contracts.
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1 The gas supply cost allocation for Small Interruptible -
2 Schedule 7 for the summer months will be the same as Large

3 Interruptible - Schedule 10. In the winter months the
4 Schedule 7 volumes will be assigned a variable premium to

5 reflect a better quality of service than Schedule 10. This

6 variable premium will be similar to the Schedule 2502 Peaking

7 Credit which was included in the Phase A methodology. This

8 was an amount added to the Schedule 2502 gas supply cost

9 allocation to reflect estimated costs of the better quality of
10 service relative to Schedule 2501. The amount added to
11 Schedule 2502 was credited to the Lower Mainland and Inland

12 firm rate classes.
13

14

15 2 . 0 COLUMIA
16

17 In the Columbia Division the existing methodology of gas

18 supply cost allocation has been maintained so, in most
19 instances, there is no gas supply cost impact in moving from
20 the existing to the proposed customer classes ( see Table 1,

21 Page 2). One exception to this occurs in the proposed
22 Schedule 5 where certain customers have moved from the
23 existing Schedule 2.2 and a gas supply cost decrease of
24 $ 0 . 172/ GJ is experienced. The decrease results from these
25 customers moving from the Residential/Commercial market
26 segment to the General Service market segment for gas cost
27 purposes.
28
29 2 . 1 Gas supply Costs for interruptible Sales -
30 Schedules 7 and 10
31
32 Interruptible sales have not been available in the Columbia

33 Division under the existing sales classes. Small
34 Interruptible - Schedule 7 and Large Interruptible - Schedule

35 10 gas cost allocations are included in the proposed classes
36 in the Columbia service area as in the Lower Mainland and
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1 Inland service areas. The proposed gas supply costs for these

2 classes are equal to the assigned gas cost for the
3 corresponding market segment less any fixed cost allocation.

4 In other words, the gas supply cost for the proposed Schedule

5 7 is equal to the variable cost for the proposed Schedules 4

6 and 5. The gas cost for Schedule 10 is equal to the variable

7 cost for the proposed NGV Schedule 6. These gas costs
8 represent a floor for the Company i s proposed market pricing of

9 any interruptible sales in the Columbia service area.
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1 RATE DESIGN - PHASE B

93-04-14 E)STING AND PROPOSED GAS COSTS
15:55 FOR THE YEAR ENDED DECEMBER 31 . 1993

Gas Cost Sesonal Sesonal
Variable Fixed Total Variable Fixed Total Change Gas Costs Gas Costs

Line Gas Costs Gas Costs Gas Costs Gas Costs Gas Costs Gas Costs ($/GJ) WintEr.' Summer.l Existing Classifications ($/GJ) ($/GJ) ($/GJ) Proposed Classifications ($/GJ) ($/GJ) ($/GJ)' Col.(8)-(4) ($/GJ) ($/GJ)
(1) (2) (3) (4) (5) (6) (7 (8) (9) (10) (11 )

1 LOWER MAl NLAND
2
3 Residential - Rates 2101/2102 $0,9907 $1 ,8979 $2,8886 Residential - Rate 1 $0,9907 $1,9408 $2,9315 $0.0429
4
5 General/Industrial - Rates 2207/08/09 0,9907 1,8979 2,8886 Small Commercial - Rate 2 0.9907 2,0982 3.0889 0.2003
6
7 General/Industrial - Rates 2207/08/09 0,9907 1 ,8979 2,8886 Lage Commercial - Rate 3 0,9907 1.7213 2,7120 (0.1766)
8
9 Seasonal - Rates 2601/2602 0,9909 0,3877 1 ,3786 Seasonal - Rate 4 0,9909 0,3877 1,3786 0.0000

10
11 General/Industrial - Rates 2207/08/09 0,9907 1 ,8979 2.8886 General Service - Rate 5 0.9907 1.2999 2.2906 (0.5980)
12
13 NGV NRA - Rates 2206/2216 0,9907 0.5857 1 .5764 NGVNRA - Rae 6 0.9907 0,5857 1,5764 0.0000
14
15 Interruptible - Rate 2501 1.0114 0,0000 1.0114 Small i nteruptible - Rate 7 1.1117 0.0000 1,1117 0.1003 $1.3059 $0,9400
16
17 Interruptible - Rate 2502 1.1117 0.0000 1.1117 Small Interuptible - Rate 7 1.1117 0.~~ 1.1117 0.0000 1.3059 0.9400
18
19 Interruptible - Rae 2501 1,0114 0,000 1.0114 Lage IntErruptible - Rate 10 1.0114 0.~~ 1.0114 0.0000 1.0975 0.9400
20
21 Interruptible - Rate 2502 1.117 0,000 1.117 Lage IntErruptible - Rate 10 1.0114 0.~~ 1,0114 (0.1003) 1.0975 0,9400
22
23 Lage IntErruptible - Rate 10 1.0011 0.~~ 1.0011 Lage IntErruptible - Rate 10 1.0011 0.~~ 1.0011 0.0000 1.0975 0,9400
24
25
26 INLAND
27
28 Residential - Rate 1 0,9344 1,7251 2,6595 Residential - Rae 1 0.9344 1.7252 2.6598 0.0001
29
30 Small Commercial - Rate 2,1 0,9344 1.7516 2,6860 Small Commercial - Rae 2 0.9344 1 ,8845 2.7989 0.1129
31
32 Small Commercial - Rate 2,1 0,9344 1 ,7516 2.6860 Lage Commercial - Rae 3 0.9344 1 ,5319 2.4663 (0.2197)33
34 Lage Commercial - Rate 2,2 0,9343 1.4474 2,3817 Lage Commercial - Rae 3 0,9344 1 ,5319 2.4663 0.0846
35
36 Seasonal - Rate 4 0,9351 0,3506 1,2857 Seasonal - Rate 4 0,9351 0.3506 1,2857 0.0000
37
38 Lage Commercial - Rate 2,2 0,9343 1.4474 2,3817 General Service - Rae 5 0.9343 1,1624 2,0967 (0.2850)
39
40 Small I ndustrial - Rate 5,1 0,9345 1.1503 2.0848 General Sevice - Rae 5 0.9343 1.1824 2.0967 0.0119
41
42 NGV - Rate 14 0.9350 0.5234 1.4584 NGV - Rate 6 0.9350 0.5234 1.4584 0.0000
43
44 Small Interruptible - Rate 7 0,9745 0.0000 0.9745 Small Interuptible - Rate 7 1.0748 0.~~ 1.0748 0.1003 1,2854 0,9117
45
46 Lage IntErruptible - Rate 10 1.0074 0,0000 1.0074 Lage IntErruptible - Rate 10 1,0074 0.~~ 1.0074 0.0000 1,0770 0,9117
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93PROPGC BC GAS INC. 

2 RATE DESIGN -- PHASE B
93-04-14 EXSnNG AND PROPOSED GAS COSTS

15:55 FOR THE YEAR ENDED DECEMBER 31. 1993

Gas Cost Seasonal Seasonal
Variable Fixed Total Variable Fixed Total Change Gas Costs Gas Costs

Line Gas Costs Gas Costs Gas Costs Gas Costs Gas Costs Gas Costs ($/GJ) Winter Summer
-N Existing Classifications ($/GJ) ($/GJ) ($/GJ) Proposed Classifications ($/GJ) ($/GJ) ($/GJ) Col.(8)-(4) ($/GJ) ($/GJ)

(1) (2) (3) (4) (5) (6) (7 (8) (9) (10) (11)

1 COLUMBIA
2
3 Residential - Rate 1 $1.8733 $0,3654 $2,2387 Residential - Rate 1 $1.8733 $0.3654 $2.2387 $0.0000
4
5 Small Commercial - Rate 2,1 1,8733 0,3654 2,2387 Small Commercial - Rate 2 1 ,8733 0,3654 2.2387 0.0000
6
7 Small Commercial - Rate 2,1 1,8733 0,3654 2,2387 Lage Commercial - Rae 3 1.8733 0,3654 2,2387 0.0000
8
9 Lage Commercial - Rate 2,2 1 ,8733 0,3654 2,2387 Lage Commercial - Rae 3 1.8733 0,3654 2.2387 0.0000

10
11 Seasonal - Rate 4 1,6650 0.4016 2.0666 Seasonal - Rae 4 1,6650 0.4016 2.0666 0.0000
12
13 Lage Commercial - Rate 2,2 1 .8733 0,3654 2.2387 General Service - Rate 5 1,6650 0,4016 2.0666 (0.1721)
14
15 Small I ndustrial - Rate 3 1,6650 0.4016 2.0666 General Service - Rae 5 1.6650 0.4016 2.0666 0.0000
16
17 NGV Fuel Service - Rate 5 1 ,3973 0.3821 1. n94 NGV Fuel Service - Rate 6 1.3973 0,3821 1.n94 0.0000
18
19 Small Interuptible - Rate 7 1,6650 0.~~ 1,6650 N/A
20
21 Lage Interruptible - Rate 10 1.3973 0.~~ 1 ,3973 N/A

~¡;¡;co S! 0-
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1 1.0 SUMY
2

3 BC Gas is proposing to replace the existing Lower Mainland,

4 Inland, and Columbia divisions General Terms and Conditions

5 wi th common General Terms and Condi tions. The proposed

6 consolidated General Terms and Conditions are found under this

7 Tab.
8

9 2 . 0 BACKGROUN
10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

PROPOSED CONSOLIDATED GENERA TERMS AN CONDITIONS

The current divisional General Terms and Condi tions evolved

separately reflecting the different management philosophies,

operating regimes, billing practices, and other factors

specific to those separate companies. With the creation of BC

Gas, the management of the Company has sought to achieve the

efficiencies inherent in combining the separate divisions into

one. This initiative was discussed during the 1992 Revenue

Requirement Hearing, particularly in the context of
consolidating the divisions for revenue requirement purposes.

Though the Commission did not approve consolidation at that

time, it referred the matter to the Phase B Rate Design

proceeding. Included in the decision was a direction to
consider common General Terms and Conditions. As BC Gas

consolidates its operations, its regulatory regime, and

implements postage stamp margins, it would be inconsistent to

maintain separate General Terms and Conditions which set out

different requirements and obligations for BC Gas and its

customers.

I.

Consolidating the General Terms and Conditions alleviates some

of the regulatory, administrati ve, and operating burden

associated with maintaining divisions for regulatory purposes.

The present divisional terms and conditions do not, in most

cases, differ significantly from each other in content.
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1 consequently, there is considerable repetition throughout the

2 existing General Terms and Condi tions. Maintaining the
3 separate sets of General Terms and Conditions is not necessary

4 and only adds to the potential for confusion among customers

5 and BC Gas staff when discussing issues relevant to the
6 General Terms and Conditions.

7

8 The present di visional General Terms and Condi tions have

9 evol ved over time as a result of amendments and additions.

10 The changes have occurred in isolation and as a result the
11 present tariffs reflect a mixture of legal and technical
12 jargon. The internal consistency and balance has been altered

13 from their original state. An attempt has been made to
14 improve the readability and understandability through the
15 proposed consolidated General Terms and Condi tions. In
16 addition, the consolidated General Terms and Conditions have

17 been written in gender-neutral and plain language form.
18

19 References to Fees and Charges were moved to a separate
20 section titled "Standard Fees and Charges" in the consolidated

21 General Terms and Conditions to facilitate changes to the fees
22 and charges from time to time. This will reduce the
23 regulatory burden of maintaining and reviewing the terms and
24 conditions and also make the fees and charges levied by the
25 Company clearer to the customer.

26

27 In addition to the style and form of the General Terms and

28 Conditions, some changes were made to the substance of the

29 text so as to better reflect the operational realities faced
30 by BC Gas.
31

32

33 3.0 PROCESS
34

35 Bonita Thompson, of Singleton, Urquhart, and MacDonald, a

36 lawyer with extensive experience in drafting regulations with
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1 an emphasis on clarity and readability, was retained to assist

2 in drafting the document and to provide input regarding the

3 tone and substance of the draft terms and condi tions . Her

4 terms of reference included improving the readability,
5 understandabili ty , consistency, and organization of the

6 document. In addition, she was asked to provide general
7 advice on the clauses as they were written. As a result of

8 the recommendations made by Ms. Thompson, a large number of

9 improvements were made to the form and content of the
10 document.
11

12 The General Terms and Conditions as filed provide a
13 significant improvement over the existing divisional terms and

14 conditions and reflect the rights and obligations of BC Gas
15 and its customers.
16

17

18 4. 0 SUMY OF CHAGES
19

20 It is very diff icul t to compare the existing and proposed

21 documents on a clause by clause basis because the consolidated
22 General Terms and Conditions differ in form and structure from
23 the existing terms and conditions. In order to facilitate
24 such a comparison, BC Gas has prepared the following table

25 (labelled Comparison Table) which cross-references the
26 existing divisional General Terms and Conditions with the

27 proposed consolidated General Terms and Conditions. The
28 column on the far left identifies the consolidated General
29 Terms and Conditions section number and name, and the columns

30 to the right of it identify the page number and/or section

31 number identified in the existing divisional terms and
32 condi tions that apply to the same general subj ect.
33

34 The changes in style and form have been discussed above. The

35 majority of changes made to the content of the consolidated
36 General Terms and Conditions were made to ensure a consistent

I
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1 treatment of all customers to the extent possible across all

2 of BC Gas' service areas.

3

4 In particular, the application for service requirements and

5 procedures, service connections, meter sets and metering
6 sections were made common for the Lower Mainland, Columbia and

7 Inland service areas. In addition, the bill due dates were

8 standardized to be twenty-one days after the billing date as

9 is specif ied in the existing Lower Mainland division General

10 Terms and Conditions. The Inland and Columbia division bill
11 due dates are presently thirty days after the meter reading
12 date. The terms and conditions dealing with periodic review

13 and reactivation of a service which are included in the
14 existing Inland General Terms and Conditions would now also

15 apply to the Lower Mainland and Columbia customers under the

16 consolidated General Terms and Conditions.

17

18 A standardized Main Extension Test is being developed by
19 BC Gas. The terms and conditions relating to the main
20 extension test will be determined in conjunction with the

21 Integrated Resource Plan and will be filed at that time.
22

23 The Lower Mainland divisional terms and conditions relating to
24 rental premises were included in the consolidated General

25 Terms and Conditions and would now also apply to the Columbia

26 and Inland service areas.
27

28 The existing Lower Mainland Service Policy for Mobile Home

29 Parks was not included in the consolidated General Terms and
30 Conditions as it is adequately covered in the consolidated

31 General Terms and Conditions under the rental premises and the
32 service lines sections.
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comparison Table

1
2

Proposed Consolidated General
Terms and Conditions
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Existing Divisional General Terms and
Conditions

3

4

5
6

Section 1
Application Requirements

Section 2
A reement to Provide Service

Section 3
Conditions on Use of Service

Section 4
Periodic Review

Section 5
Application Fees & Charges

Section
Secur it ent of Bills

Section 7
Term of Service A reement

Section 8
Termination of Service
A reement

Section 9
Dela ed Con sum tion

Section 10
Service Lines

Section 11
Meter Sets & Metering

Section 12
Main Extensions

Section 13
Interru tion of Service

Section 14
Access to Premises

Section 15
Promotions and Incentives

Lower
Mainland

B-2
B-19
B-24

B-2

B-2

N/A

B-2, -4
B-19
B-20

B-12
B-17.1

B-11

B-20

N/A

B-2
B-3, -4
B-11

B-12
B-23

B-6

B-21
B-22

B-22

B-24
B-25

11

11

11

N/A

39

18

12

13

12

14
16
17

27
27
28
28
29

17
20

40

29

39

Inland

Section

1

1

1

N/A

22

8

2

2

2

4
5
6

10
11
12
13
14

7
9

24

15

23

Columia

Pa e

12
14

12

12

14

27

15

13

13

14

14
17
19

22
22
23

20
21

29.1

23

28
28

Section

2
5

2

2

5

19

6

3

3

4

4
8
9

12
13
14

10
11

22
l.

15

20
21



Tab 12
Page 6

comparison Table, contd.

1 Proposed Consolidated General Existing Divisional General ~erms and
2 ~erms and Conditions Conditions

3 Lower Inland Columia
Mainland

4 Page Page Section Page Section

5 Section 16 B-13 30 17 24 16
6 Billin
7 Section 17 B- 1 7 . 4 N/A N/A N/A N/A
8 Advance Billin
9 Section 18 B- 1 7 . 4 N/A N/A N/A N/A

10 Advance Pa ent Discount Plan B-18

11 Section 19 B- 1 7 . 1 35 20 24.2 16.10
12 Back-Billin
13 B-19 33 18 24.2 16.5
14 Plan
15 Section B-18.1 34 19 25 17
16 Late Pa

17 Section 22 B-18.1 34 19 25 17
18 Returned Che

19 Section 23 B-20 37 21 26 18
20 Discontinuance & Refusal of B-21
21 Serv ice

22 Section 24 B-21 37 21 17 8
23 Limitation of Liabilit B-22 41 25 30 23

24 Section 25 B-22 42 26 31 24
25 Taxes
26

27 Section 25 B-24 43 29 32 27
28 Conflicting Terms &
29 Conditions
30 Section 25 N/A 44 27 31 25
31 Authority of Agents of
32 Com an

33 Section 25 N/A 43 30 32 28
34 Additions, Alterations and
35 Amendments

36 Section 25 N/A N/A N/A N/A N/A
37 Headin s
38
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5.0 PROPOSED CHAGES TO SERVICE CHAGES

BC Gas proposes to revise a numer of its customer related

service charges to better reflect the real cost of providing

such services. In particular, revising the Application for
Service charges brings the charges more in line with the cost

of providing service. A review of other utilities supports

this revision.

Table A provides a review of the Application/ Connection and

Reconnection fees charged by the other British Columbia

utilities. Table B summarizes the Application/Connection and

Reconnection fees charged by some other major Canadian gas

utilities. The activities associated with reconnect ion of a

service after discontinuance at a customer i s request are

similar to the Application for Service, and the corresponding

fees from various utilities are provided for comparison.

BC Gas currently charges $10 for each Application for Service,

regardless of whether the application is simply to transfer an

existing account from one person to another or to actually

install a new service line and meter set. In many situations

the $10 collected does not match the BC Gas administrative

costs associated with providing the service.

5.1 Cost Analyses

BC Gas devotes considerable resources and incurs significant

cost, to process requests to ini tiate or terminate gas

service. However, the nature of the work required to process

applications and terminations varies depending upon the

circumstances. The following are the three basic
application/termination scenarios that develop:

1) Account Transfer - Existina Installation. Service Active

In this case, the premise is already served with gas and
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the gas is flowing at the time a new occupant calls to

apply for service. The complete transaction can usually

be dealt with over the telephone or at a branch office.

2) Account Transfer - Existing Installation. Service
Inacti ve

In this case, the premise is aready serviced with gas but

the gas is not flowing. While the administrative process

can be completed over the telephone or at the branch

off ice, BC Gas Customer Service personnel must be
dispatched to reacti vate gas service, including
relighting the gas appliances.

3) New Account - New Service Required

In those situations where natural gas service is not

currently available at the premises, a new gas service

line installation is required. The customer must sign up

for the new installation in person at a branch office.

In each scenario, some or all of the following activities

occur:

a) The Applicant's information is obtained either over the

telephone or at a branch office.

b) The Applicant's information is keyed into the Company's

computer system.

c) An evaluation of the Applicant's credit worthiness is

determined and, if any outstanding bills from other

accounts exist, collection activities are undertaken

before new service is provided.

d) Information regarding the terminating customer is sought,

in particular a forwarding address for the final bill is
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obtained. Billing adjustments are required in some

cases.

e) In some cases Customer Service personnel are dispatched

to obtain a meter reading on the transfer date; in most

situations the final meter reading is estimated.

f) When there is an existing service, but it is inactive,

Customer Service personnel are dispatched to reactivate

the service and relight the gas appliances. In some

cases the gas meter must be reset.

g) In certain cases the account may be temporarily
transferred into the landlord's name, for a period of

time between tenants.

h) When a new service installation is required, additional

information is required for permanent installation

records and a site visit prior to installation is

necessary for 20-25% of all installations. Following

installation of the new service, site records are

completed in greater detail.

The activities listed generate costs in the following areas:

- clerical time

- computer system utilization

- customer service personnel and vehicles

- mains and services representatives and vehicles

- associated overhead.

Given the various activities that are required to complete

applications/terminations, the following cost estimates for

each of the three scenarios has been developed.
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Account Transfer - Existing Installation, Service Active

1. Interior Costs

Clerical Time:

Customer Service Representative

OTEU Collective Agreeement

- Group 5 (3 yrs experience)

Benefits ~ l7. 3%

Concessions ~ 15.5%

Total

3

$17.69/hr

$ 3.06

S 2.74

$23.49/hr
Average total application processing time: .5 hrs =

Computer System Utilization:

On-screen average costs for interior billing system

Total Interior =

2. Lower Mainland Costs

1993 B.C. Hydro customer accounts, service and

collection contracts average cost

3. Weiqhted Averaqe

Lower Mainland - B.C. Hydro billing system -

72% of customers x $9.15

Interior billing system -

28% of customers x $16.45

$11. 74

$ 4.71

$16.45

$ 9.15

$ 6.59

$ 4. 62

$11. 21

Account Transfer - Existing Installation, Service Inactive

1. Clerical time & computer svstem use, same as above

2. Site Visit

IBEW collective agreement

Benefits ~ 20.9%

Concessions ~ 36%

Total

$21. 77 /hr

$ 4.55

$ 7.84

$34.16/hr

Average service deactivation/reactivation time - 1.0 hr* =

Vehicle costs ~ $6.10/hr X 1.0 hr =

Total =

* Each time an account has to be reactivated, the cost

of deactivating gas service has already been incurred.

$11. 21

$34.16
$ 6. 10

$51.47
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New Account - New Service Required

1. Clerical Time

Construction Planning Clerk

OTEU Collective Agreement $17. 69/hr
- Group 5 (3 yrs experience)

Benefits ~ 17.3% $ 3.06
Concessions ~15. 5% $ 2.74

Total $23.49/hr
Average total application processing time: 1.5 hrs =

2. Computer Svstem Utilization

On-screen average costs for interior billing system

3. Site Visit/Confirmation (25% of installations are non-standard)

Mains & Service Representative

OTEU Collective Agreement $22.47/hr
- Group 8 (3 yrs experience)

Benefits ~ 17.3% $ 3.89
Concessions ~15. 5% $ 3.48

Total $29. 84/hr

Average total application processing time: 1.5 hrs =

Vehicle cost ~ $6.10/hr X 1.5 hrs =

Total:
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$35.24

$ 4.71

$44.76
$ 9.15

$93.86

BC Gas proposes to recover a greater portion of the above

costs through increased fees charged for Applications for

Service as follows:

Current
Charqe

Proposed
Charqe Increase

1) Application for Service I -

Existing Installation -

Account Transfer

$25 $15$10

2) Application for Service II -

New service line installation

$10 $75 $65
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1 During the year ending December 31st, 1992, BC Gas processed

2 approximately 205,000 Applications for Service. Approximately

3 181,000 of these applications were for account transfers only

4 and 24,000 applications were for new service installations.

5 An increase of $15 per Application for Service I would
6 generate an additional $2.715 million/year assuming 180,000 or

7 more Applications for Service are received in future years.

8 An increase of $65 in Application for Service II, where a new

9 service line and meter set is required, would generate an

10 additional $1.3 million per year assuming 20,000 such
11 installations occurred each year. BC Gas has installed an
12 average of 23,100 new services per year for the years 1990,
13 1991 and 1992.
14

15 The increased revenues arising from these revised charges
16 serve to mitigate the impact of annual bill increases caused
17 by the proposed rate design. The use of these funds is
18 discussed in the "Implementation and Phase-in of the Proposed
19 New BC Gas Rates" section for Residential, Commercial, General

20 Service, and Industrial Customers in Tabs 6, 7, 8 and 9,
21 respectively.
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Table A

Review of ADDlication/Connection , Reconnection Fees

of Other B.C. utilities

1
B.C. Hvdro

1. New Service Installation

(single Phase secondary overhead

service connection plus one meter

for Residential service).
2 . Account Charge
3. Reconnection Charge

4/1/92
$75.00

4/1/93
$100.00

4/1/94
$175.00

4/1/95
$250.00

$10.00
$64.00

B.C. Tei2

1. New Installation $ 42.50
Cost to 1st customer (include

pre-wiring & 1st telephone jack)
2. Account Transfer only $ 23.50

+ $ 11.25 each extra phone jack

Roqers Cablevision2
i. New home or cable service $ 73.95
2. Service exists but technician $ 52.50

required to reactivate
3. Cable still active, account $ 20.95

transfer

Pacific Northern Gas

Connection and reconnect ion charge $15.00

If customer previously requested $30.00
termination of service at the same

premises

Centra Gas IB.C.) Inc.
Reconnection fee3 $25.00

Northland Utilities IB.C.) Limited

Reconnection fee3 $55.00

B.C. Hydro information extracted by B.C. Hydro Electric Tariff Page B-37
Effective 5 September 1991.

2
B.C. Tel and Rogers Cablevision charges were obtained via telephone calls
to each company's Customer Service Departments.

3 Reconnection fees are associated with resuming service subsequent to a
discontinuance at the customer's request.
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Table B

Review of ADDlication/Connection & Reconnection4 Fees by

Other Canadian Gas utili ties

Canadian Western Natural Gas Co. Ltd.
Reconnection fee - Residential S45. 00

Northwestern Utilities Ltd.

Reconnection fee S45.00

Centra Gas Manitoba Inc.
Reconnection fee S48.00

Consumers Gas

New account charge S20.00

Centra Gas Ontario

Account opening charge
Reconnect charge

S25.00
S25.00

Union Gas

Connection charge

Reconnection charge
S24.00
S55. 00-S90. 00

Gaz Métropolitain Inc.
Reconnection charge S50.00

28
29

4
Reconnection fees are associated with resuming service subsequent to a
discontinuance at the customer's request.
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Definitions

(
Definitions

Unless the context indicates otherwise, in the Genera Terms and Conditions the following
words have the following meaings

Adjustment Factor Meas a façtor, or combination of factors, which converts gas
meter data to gigajoules or cubic metres for biling purpses.

Basic Charge Meas a fixed charge required to be paid by a customer for
service during a prescribed period as speified in the

applicable rate schedule.

BC Gas Meas BC Gas Inc.

Commercial Service Meas the provision of fim gas supplied to one delivery
point and though one meter for use in approved appliance in
commercial, institutional or smal industral operations.

Customer Meas a person who is being provided service or who has
fied an application for service with BC Gas that has been
approved by BC Gas.

Day Meas any period of 24 consecutive hours beginning and
ending at 8:00 am. Pacific Stadad Time or as otherwise
speified in the Servce Agreement.

Delivery Point Meas the outlet of the meter set unless otherwise speified in
the service agreement.

Delivery Pressure Meas the pressure of the gas at the delivery point.

Gas Meas natura gas or propane.
(
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Definitions

Gas Service Meas the delivery of gas through a meter set.

General Terms &
Conditions

Meas these terms and conditions.

Gigajoule Meas a measure of energy equal to one bilion joules used
for biling purpses.

Heat Content Meas the quantity of energy per unit volume of gas
measured under stadardized conditions and expressed in
megajoules per cubic metre (M/m3).

Landlord A person who, being the owner of a property, has leased or
rented it to another person, called the tenant.

Main Meas pipes used to car gas for general or collective use
for the purpses of distrbution.

Main Extension Meas an extension of one of BC Gas' mains with low,
distrbution, intermediate or transmission pressures, and

includes the instalation of any required pressure regulating

facilties and upgrading of existing mains, or pressure
regulating facilties on private property but does not include
the instalation of service lines or customer meter sets.

I

Meter Set Meas an assembly of BC Gas owned metering and ancilar
equipment and piping.

Month Meas a period of time, for billng purposes, of 27 to 34
consecutive days.

,-
I\
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Other Service Meas the provision of service other than gas service
including, but not limited to, renta of equipment, natural gas
vehicle fuel compression, alterations and repais, merchandise
purchases, and financing.

Other Service

Charges
Meas charges for renta, natura gas vehicle fuel
compression service, damages, alterations and repairs,
fmancing, insurace and merchandise purchases, and late
payment charges, frchise fees, Social Service Tax, Goos
and Service Tax or other taes related to these charges.

Person Meas a natura person, parnership, corpration, society,
unincorprated entity or body politic.

'Premises Meas a building, a separte unit of a building, or machinery
together with the surrounding land.

Rate Schedule Meas a schedule attched to and forming par of the General
Terms and Conditions which sets out the charges for service
and certn other related terms and conditions for a class of
service.

Residential
Premises

Meas the premise of a single customer, whether single
family dwellig, separtely metered single-famly townhouse,

rowhouse, or aparment, or single-metered aparment blocks

with four or less aparments.

Residential Service Meas firm gas service provided to a residential premises.

Rider Meas an additional charge or credit attached to a rate.

Service Meas the provision of gas service or other service by BC
Gas.

(
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Service Agreement

Service Line

Service Related
Charges

Standard Fees &
Charges Schedule

Temporary Service

Tenant

Year

Meas an agreement between BC Gas and a customer for the
provision of service.

Meas that porton of BC Gas' gas distribution system
extending from a main to the inlet of the meter set.

Include, but are not limited to, application fees, excess

service line length charges, frachise fees, and late payment
charges, plus Social Services Tax, Goods and Service Tax, or
other taes related to these charges.

Meas the schedule attached to and forming par of the
Genera Terms and Conditions which lists the varous fees
and charges relating to service provided by BC Gas as
approved from time to time by the British Columbia Utilities
Commission.

Meas the provision of service for what BC Gas determines
wil be a limited period of time.

A person who has the temporar use and occupation of rea
property owned by another person.

Meas a period of 12 consecutive months.
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/
(

Service Areas

These genera terms and conditions refer to the following major service areas: Lower
Maiand, Inland and Columbia.

Lower Mainland
Service Area

Meas the area including, but not limited to, the following
loctions and surrounding areas of

Abbotsford
Burnaby
Chiiwack
Coquitlam
Delta

Harson Hot Springs
Hope
Kent
Lagley City
Lagley Distrct

Maple Ridge

Matsqui
Mission
New Westminster
Nort Vancouver City

Nort Vancouver Dist.

Pitt Meadows
Port Coquitlam
Port Mooy
Richmond

Surrey
Vancouver
West Vancouver
Whte Rock

Inland Service Area Meas the areas including, but not limited to, the following
loctions and surrounding areas of

Armstrong
Ashcroft
Be Lae
Cache Creek
Castlegar

Chase
Chetwnd
Chrstia Lae
Clinton
Cold stream

Nelson
Okaagan Fals
Oliver
100 Mile House
108 Mile House

150 Mile House
Osoyoos
Oyama
Peachland
Penticton
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Inland Service Area
(contiued)

Columbia Service
Area

Collettile
Cragmont
Faland
Ferguson Lae
Fruitvale

Gibrater Mines
Grad Forks
Greenlake
Greenwoo
Hedley

Hixon
Honeymoon Creek
Hudson's Hope
Kamloops
Kelowna

Prince George
Princeton
Quesnel
Revelstoke
Robson

Rossland
Salmo
Salmon Arm
Savona
Shelley

Sorrento
Spallumcheen
Summerland
Tral
Vernon

Keremeos
Lac La Hache
Laeview Heights
Logan Lae
Lumby

MacKenzie
Merrtt
Midway
Montrose
Narmata

Warfield
Westban
Westwold
Wiliams Lae
Winfield

Woodsdale

Meas the area including, but not limited to, the following
loctions and surrounding area of

Crabrook
Creston
Elkford
Fernie
Galloway

Jaffray
Kimberley
Sparoo
Yahk
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Section 1

1 . Application Requirements.,

1.1 Requesing Services - A person requesting BC Gas

(a) to provide gas service,

(b) to provide a new service line,

(c) to re-activate an existing service line,

(d) to transfer an existing account,

(e) to change the tye of service 
provided, or

(t) to make alterations to an existing service line or meter set

must apply to BC Gas at any of its office locations in person, by mail, by telephone,
by facsimile or by other electronic meas.

1.2 Required Documents - An applicant for
i

\
. (a) residential service may be required to sign an application and a service

agreement provided by BC Gas,

(b) commercial service must sign an application and a service agreement provided
by BC Gas, and

(c) service on other rate schedules must sign the applicable service agreement

provided by BC Gas.

1.3 Separate Premies/Businesses - If an applicant is requesting service from BC Gas at
more than one premises, or for more than one separately operated business, the
applicat wil be considered a separte customer for each of the premises and

businesses. For the purposes of this provision, BC Gas wil determine whether or not
any building contans one or more premises or any business is separately operated.

1.4 Required References - BC Gas may require an applicant for service to provide
reference information and identification acceptable to Be Gas.

c
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1.5 Keiital Premies - In the ca of renta premise, BC Gas may

(a) require an owner of renta premise or its agent who wishes BC Gas to

contrct directly with a tenant to enter into an agreement with BC Gas defining
the responsibilties of the owner or agent for payment for service to the
premises,

(b) ,', contrct directly with the owner or agent of the renta premises as a customer

of BC Gas with respet to any or al services to the premises, or

(c) contrct directly with each tenant as a customer of BC Gas.

1.6 Refusl of Application - BC Gas may refuse to accpt an application for service for
any of the reaons listed in section 23 (Discntinuace of Service and Refusa of
Service).
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Section 2

2. Agreement to Provide Service

2.1 Service Agreement - The agreement for service between a customer and BC Gas wil

be

(a) the ora or writtn application of the customer which has been approved by BC
Gas and which is deemed to include the General Terms and Conditions, or

(b) a service agreement signed by the customer.

2.2 Customer Status - A person becomes a customer of BC Gas when BC Gas

(a) approves the person's application for service, or

(b) provides service to the person.

A person who is being provided service by BC Gas but who has not applied for
service shall be served in accordance with these General Terms and Conditions.

2.3 No Assignment/Transfer - A customer may not transfer or assign an agreement for
service without the written consent of BC Gas.
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Section 3

3. Conditions on Use of Service

3.1 Authorizd Consmption - A customer must not increase the maximum rate of
consumption of gas delivered to it by BC Gas from that which may be consumed by
the customer under the applicable rate schedule nor significatly change its connected
load without the written approval of BC Gas which approval wil not be unreaonablywithheld. .'

3.2 Unauthorid Sale/SupplylUse - Unless authorize in writing by BC Gas, a customer
must not sell or supply gas supplied to it by BC Gas to other persons or use gas
supplied to it by BC Gas for any purpse other than as speified in the service
agreement.
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Section 4

4. Periodic Review

4.1 Periodic Review - Be Gas may

(a) conduct periodic reviews of the quantity of gas delivered and the rate of

delivery of gas, to a customer to determine which rate schédule applies to the
customer, and ."

(b) change the customer's charge to the appropriate charge, or

(c) change the customer to the appropriate rate schedule.

(\ '
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Section 5

5. Application Fees ..,and Charges

5.1 Application Fee - An applicat for service must pay the applicable application fee set
out in the Stadard Fees and Charges Schedule.

5.,2 Waiver of Application Fee - The application fee

(a) wil be waived by BC Gas if service to a customer is reactivated after it was
discontinued for any of the reaons described in section 13.2 (Rght to
Restrct), and

(b) may be waived by BC Gas if a landlord requires gas service for a short period
between the time a previous tenant moves out and a new tenant moves in.

5.3 Reactivation Charges - If

(a) service is terminated

(i) at the request of a customer, or

(ii) for any of the reasons described in section 23 ( Discontinuance of

Service and Refusa of Service), or

(ii) to permit customers to make alterations to their premises, and

(b) the same customer or the spouse, employee, contractor, agent or parer of the

same customer requests reactivation of service to the premises within one yea,

the applicant for reactivation must pay, in addition to the application fee in section 5.1
(Application Fee), the greater of

(i) the costs BC Gas incurs in re-activating the service, or

(ii) the sum of the minimum charges set out in the applicable rate schedule
which would have been paid by the customer between the time of
termination and the time of reactivation of service.
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Section 6

( ,
.6. Security For Payment of Bils

6.1 Security for Payment of Bil - If a customer or applicat caot establish or
maintan credit to the satisfaction of BC Gas, the customer or applicat may be
required to make a secunty deposit in the form of cash or an equivalent form of
secunty accptable to BC Gas. As seurity for payment of bils

(a) all customers in the Inland and Columbia service areas who have not
established or maintaned credit to the satisfaction of Be Gas, may be required
to provide a secunty deposit or equivalent form of secunty, the amount of
which may not

(i) be less than $50, and

(ii) excee an amount equal to the estimate of the tota bil for the two
highest consecutive months consumption of gas by the customer or
applicat.

(b) residential customers in the Lower Mainland service area who have not
maintaned a payment history satisfactory to BC Gas wil be required to
paricipate in Advance Biling as set out in section 17 (Advance Biling).

(c) commercial service applicats in the Lower Mailand service area who have
not established credit satisfactory to BC Gas wil be required to select one of
the following options

(i) parcipate in Advance Biling, with no secunty deposit, or

(ii) provide a secunty deposit equal to two times the customer's estimated

maximum monthly bil if the account is on regular monthly biling, or

(iü) provide a secunty deposit equal to three times the customer's estimated

maximum monthly bil if the account is on regular bi-monthly billg.

(d) commercial service customers in the Lower Mailad service area who have
not maintaned a payment history satisfactory to BC Gas shall be required to
select one of the following options:

(i) parcipate in the Advance Payment Discount Plan for a minimum of
two yeas, with no security deposit, or

(
(ii) paricipate in Advance Biling and provide a secunty deposit equal to

the customer's estimated maximum monthly bil, or
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(ii) provide a security deposit equal to two times the customer's estimated

maximum monthly bil if the account is on regular monthly biling, or

(iv) provide a security deposit equal to three times the customer's estimated

maximum monthly bil if the accunt is on regular bi-monthly biling.

6.2 Deposit Not Advance Payment - A seurity deposit or equivalent form of security is.
not an advance payment within the meaing of setion 18 (Advance Payment Discount
Plan).

6.3 Interes - BC Gas wil pay interest to a customer on a security deposit at the rate and
at the times speified in the Stadard Fees and Charges Schedule. If a security
deposit is returned to the customer for any reason, BC Gas wil credit any accrued
interest to the customer's account at that time.

No interest is payable

(a) on any unclaimed deposit left with BC Gas after the account for which it is
seurity is closed, and

(b) on a deposit.heldbyBC Gas in a form other than cash.

6.4 Refund of Deposit - When the customer pays the final bil, BC Gas wil refund any
security deposit plus any accrued interest or cacel the equivalent form of security.

6.5 Unclaimed Refund - If BC Gas is unable to locte the customer to whom a security
deposit is payable, BC Gas wil tae reasonable steps to trace the customer; but if the
security deposit remains unclaimed 10 yeas after the date on which it first became
refundable, the deposit becomes the absolute property of BC Gas.

6.6 Application of Deposit - If a customer's bil is not paid when due, BC Gas may

apply all or any par of the customer's seurity deposit or equivalent form of security

and any accrued interest toward payment of the bil. Even if BC Gas applies the
security deposit or cals on the equivalent form of security BC Gas may, under
section 23 (Discontinuance of Service and Refusa of Service), discontinue service to
the customer for failure to pay for service.

6.7 Replenih Security Deposit - If a customer's seurity deposit or equivalent form of
security is caled upon by BC Gas towards paying an unpaid bil, the customer must
re-establish the seurity deposit or equivalent form of security before Be Gas wil
reconnect or continue service to the customer.

( ,
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6.8 Failure to Pay - Failure to pay a seurity deposit or to provide an equivalent form of

seurity acceptable to BC gas may, in BC Gas' discretion, result in discontinuance or
refusa of service as set out in setion 23 (Discontinuance of Service and Refusa of
Service) .
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7. Term of Service Agreement

7.1 Intial Term for Residential and Commercial Service - If a customer is being

provided residential or commercial service the initial term of the service agreement

(a) when a new service line is required wil be one yea, or

(b) when a main extension is required wil be for a period of time fixed by Be
Gas not exceing the number of yeas used to caculate the revenue in the
main extension ecnomic test used in section 12 (Main Extensions).

7.2 Initial Term for Gas Service other than Residential or Commercial Service - If a

customer is being provided gas service other than residential or commercial service,
the initial term of the service agreement wil be as speified in the service agreement
or as speified in the appropriate rate schedule.

7.3 Transfer to Residential or Commercial Service - If a customer is being provided
gas service other than residential or commercial service and transfers to residential or
commercial service, the initial term of the service agreement wil be determined by
the criteria set out in section 7. 1 (Initial Term for Residential and Commercial
Service). A customer may only trasfer service from one rate schedule to another
rate schedule once a yea.

7.4 Renewal of Agreement - Unless

(a) the service agreement or the applicable rate schedule speifies otherwise,

(b) the service agreement is terminated under section 8 (Termination of Service

Agreement),

( c) .' a refund has been made under section 9.2 (Refund of Charges), or

(d) the service agreement is for seasonal service,

the service agreement wil be automaticaly renewed at the end of its initial term

(e) from month to month for residential or commercial service, and

(f) from yea to yea for all other typs of gas service.
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8. Termination of Service Agreem~nt

8.1 Termination by CuStomer - Unless the service agreement or applicable rate schedule
speifies otherwise, the customer may terminate the service agreement after the end of
the initial term by giving BC Gas at least 48 hours notice.

8.2 Continuing Obligation - The customer is responsible for, and must pay for, all gas
delivered to the premises and is responsible for all damages to and loss of meter sets
or other property of the company on the premises unti the service agreement is
terminated.

8.3 Effect of Termination - The customer is not released from any previously existing

obligations to BC Gas under the service agreement by terminating the agreement.

8.4 Sealing Service Line - After receiving a termination notice for a premises and after a
reasonable penod of time dunng which a new customer has not applied for gas
service at the premises, BC Gas may seal off the service line to the premises.

8.5 Termination by BCGas - Unless the service agreement or applicable rate schedule
speifies otherwise, BC Gas may terminate the service agreement for any reason by
giving the customer at least 48 hours written notice.
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9. Delayed"Consumption

9.1 Additional Charges - If a customer has not consumed gas

(a) within 3 months for Inland and Columbia service areas and within 2 months

for the Lower Mainland service area after the instaation of the service line to
the customer's premises, BC Gas may charge the minimum charge for each
billing period after that, and

(b) within one yea after instaation of the service line to the customer's premises,
BC Gas may charge the customer the full cost of constrction and instalation
of the service line and meter set less the tota of the minimum charges biled to
the customer to that date.

9.2 Refund of Charges - If a customer who has paid the charges for a service line under
section 9. 1 (b) (Additional Charges) consumes gas in the second yea after instalation
of the service line, BC Gas wil refund to the customer the payments made under
section 9.1(b) (Additional Charges). If a refund is made under setion 9.2 (Refund of
Charges), the term of the service agreement wil be one yea from the time the
customer begins consuming gas.
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/
\,

1 o. Service Lines

10.1 Provided Inllation - If BC Gas' main is adjacent to the customer's premises, BC

Gas

(a) wil designate the loction of the service lines on the customer's premises ~d

determine the amount of space that must be left unobstrcted around them, and

(b) wil instal the servce line from the main to the meter set on the customer's

premises at no additional cost to the customer provided

(i) the service lie follows the route which is the most suitable to BC Gas,

(ii) the distace between the propert line and the meter meaured along
that route does not exce 20 metres, and

(ii) the distace from the front of the customer's building or machinery to

the meter does not excee 1.5 metres

(c) may charge for any non-stadard construction costs such as creek crossing,
casings, extra depth, etc.

10.2 Exended Inllation - The customer may make application to BC Gas to extend the

service line beyond that described in section 10.1 (provided Instaation), par (b),

(ii) and (ii). Upon approval by BC Gas an9 agreement for payment by the customer
of the additional costs, BC Gas wil extend" the service lie only Ü it is on the route

approved by BC Gas.

10.3 Customer Requested Routing - If

(a) BC Gas' main is adjacent to the customer's premises, and

(b) the customer requests that its piping or service line enter its premises at a
different point of entr or follow a different route from the point or route

designated by BC Gas,

BC Gas may charge the customer for al additional costs as determined by BC Gas to
insta the service line in accrdance with the customer's request.

\

10.4 Temporary Service - A customer applying for temporar service must pay BC Gas in
advance for the costs which BC Gas estimates it wil incur in the instalation and
subseuent removal of the facilties necssa to supply gas to the customer.
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/
í

10.5 Winter Consruction - If an applicant or customer applies for service which requires
construction when, in BC Gas' opinion, frost conditions may exist, BC Gas may

(a) postpne the required construction until the frost conditions no longer exist, or

(b) ca out the construction.

If BC Gas cares out the construction, the applicant or customer may be required to
pay all costs greater than the normal construction costs which are incurred due' to the
frost conditions.

10.6 Additional Connections - If a customer requests more than one service connection to
the premises, BC Gas may instal the additional service lines and may charge the
customer for the cost of the additional instalations and wil bil the additional service
connection from a separate meter and account.

10.7 Eaement Required - If an intervening property is located between the customer's
premises and BC Gas' main, the customer is responsible for the costs of obtaning an
easement in favour of BC Gas and in a form speified by BC Gas, for the instalation,
operation and maintenance on the intervening property of all necessary facilties for
supplying gas to the customer.

10.8 Ownership - BC Gas owns the entire service line from the main up to and including
the meter set, whether it is located inside or outside the customer's premises.

10.9 Maintenance - BC Gas wil maintan the service line.

10.10 Supply Cut Off - If the supply of gas to a customer's premises is cut off for any
reason, BC Gas is not required to remove the service line from the customer's
property or premises.

10.11 Damage Notice - The customer must advise BC Gas immediately of any damage
occurrng to the service line.

10.12 Prohibition - A customer must not construct any permanent structure over a service
line or instal any air intae openings or sources of ignition which contravene

government regulations, codes or BC Gas policies.

10.13 No Unauthorized Changes - No changes, extensions, connections to or replacement
of, or disconnection from BC Gas' mains or service lines, shall be made except by
BC Gas' authorized employees, contractors or agents or by other persons authorized
in writing by BC Gas. Any change in the location of an existing service line

(a) must be approved in writing by BC Gas, and

(b) wil be made at the expense of the customer if the change is requested by the
customer or necessitated by the actions of the customer. \
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(
11 . Meter Sets & Metering

11.1 Insllation - In order to bil the customer for gas delivered, BC Gas wil instal one

or more meter sets on the customer's premises. Unless approved by BC Gas, all
meter sets wil be locted outside the customer's premises at loctions designated by

BC Gas.

11.2 Mearement - The quantity of gas delivered to the premises wil be metered using
appartus approved by Consumer and Corprate Affairs Canada. The amount of gas
registered by the meter set during each biling period wil be converted to gigajoules
in accordance with the Electricity and Gas Inspetion Act and rounded to the neaest
one-tenth of a gigajoule.

11.3 Tesing Meters - If a customer applies for the testing of a meter set and

(a) the meter set is found to be recording incorrectly, the cost of removing,

replacing and testing the meter wil be borne by BC Gas subject to section
24.4 (Responsibilty for Meter Set), and

(b) if the testing indicates that the meter set is recording correctly, as defined by

the Electrcity and Gas Inspetion Act, the customer must pay BC Gas for the
cost of removing, replacing and testing the meter set as set out in the Stadard
Fees and Charges Schedule.

11.4 Defective Meter Set - If a meter set ceses to register, BC Gas wil estimate the
volume of gas delivered to the customer according to the procedures set out in Section
16.7 (Incorrect Register).

11.5 Protection of Equipment - The customer must tae reasonable cae of and protect all
meter sets and related equipment on the customer's premises. The customer's
responsibilty for expense, risk and liabilty with respect to all meter sets and related
equipment is set out in section 24.4 (Responsibilty for Meter Set).

11.6 No Unauthorized Changes - No meter sets or related equipment shall be instaled,
connected, moved or disconnected except by BC Gas' authorize employees,
contractors or agents or by other persons with Be Gas' written permission.

11.7 Removal of Meter Set - At the termination of a service agreement, BC Gas may
disconnect or remove a meter set from the premises if a new customer is not expeted
to apply for service for the premises within a reasonable time.

(
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11.8 Cusomer Requesed Meter Reloction - Any change in the loction of a meter setor related equipment .,
(a) must be approved by BC Gas in writing, and

(b) wil be màde at the expense of the customer if the change is requested by the
customer or necssitated by the actions of the customer.

11.9 Delivery Presure - The normal delivery pressure is 1.75 kPa. BC Gas may charge

customers who require delivery pressure at other than the normal delivery pressure
the additional costs associate with providing other than the normal delivery pressure.
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c
12. Main Extensions

Main extension Genera Terms and Conditions to be determined in conjunction with
the Integrate Resource Plan.
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13. Interruption of Service

13.1 Regular Supply - BC Gas wil use its best effort to provide the constat delivery of
gas or the maintenance of unvaned pressures.

13.2 Right to Resrict - BC Gas may require any of its customers, at al times or between
speified hours, to discontinue, interrpt or reduce to a speified degree or quantity,

the delivery of gas for any of the following purpses or reasons:

(a) in the event of a tempora or permanent shortge of gas, whether actual or

perceived by BC Gas,

(b) in the event of a breadown or failure of the supply of gas to BC Gas or of
BC Gas' gas storage, distrbution, or trsmission systems,

(c) in order to comply with any legal requirements,

(d) in order to make repairs or improvements to any par of BC Gas' gas
distrbution, storage or transmission systems,

(e) in the event of fire, floo, explosion or other emergency in order to safeguard

persons or property against the possibilty of injury or damage.

13.3 Notice - BC Gas wil, to the extent practicable, give notice of its requirements and
removal of its requirements under section 13.2 (Rght to Restrct) to its customers by

(a) newspaper, radio or television announcement, or

(b) notice in writing that is

(i) sent through the mail to the customer's billng address,

(ii) left at the premises where gas is delivered,

(ii) served personally on a customer, or

(iv) sent by facsimile or other electronic meas to the customer, or

(c) ora communication.
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13.4 Failure to Comply - If, in the opinion of BC Gas, a customer has faied to comply
with any requirement of BC Gas under setion 13.2 (Rght to Restrct), BC Gas may,
after notice to the customer communicated in the manner speified in section 13.2
(Rght to Restrict), discontinue service to the customer.
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14. "Access to Premises and Equipment

14.1 Acces to Prmi - BC Gas must have a right of entr to the customers premises.
The customer must provide free accss to its premises at all reasonable times to BC
Gas' authorize employees, contrctors and agents for the purpse of reading, testing,
repairing or removing meters and ancilar equipment, turning gas on or off,
completing system leage surveys, stopping lea, examining pipes, connections,

fittgs and appliances and reviewing the use made of gas delivered to the customer,

or for any other related purpse which BC Gas requires.

14.2 Acces to Equipment - The customer must provide clea accss to BC Gas'
equipment. The equipment instaled by BC Gas on the customer's premises wil
remai the property of BC Gas and may be removed by BC Gas upon termination of

service.
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15. Promotions and Incentives

15.1 Promotion of Gas Applinces - BC Gas may promote, sell, rent, lease, or finance
natura gas vehicle equipment, gas appliances and relate accssones on a cash or
finance pla basis and make reasonable charges for thes services as approved by the

Bntish Columbia Utilities Commission.
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1 6. Billng

16.1 Basis for Biling - BC Gas wil bil the customer in accordance with the customer's

service agreement, the rate schedule under which the customer is provided service,
and the fees and charges contaned in the genera terms and conditions.

16.2 Meter Mearement - BC Gas wil measure the quantity of gas delivered to a
customer using a meter set and the staing point for measuring delivered quantities
during each biling period wil be the finishing point of the precing biling period.

16.3 Multiple Meters - Gas service to each meter set wil be biled separately for
customers who have more than one meter set on their premises.

16.4 Estimates - For biling purpses, BC Gas may estimate the customer's meter readings

if, for any reason, BC Gas does not obtan a meter reading.

16.5 Esimated Final Readig - If a service agreement is terminated under section 8.1
(Termination by Customer), BC Gas may estimate the final meter reading for final
biling.

16.6 Incorrect Regiser - If any meter set has failed to measure the delivered quantity of
gas correctly, BC Gas may estimate the meter reading for biling purposes, subject to
section 19 (Back-Biling).

16.7 Bills Ised - BC Gas may bil a customer as often as BC Gas considers necssa

but generally wil bil on a monthly or bi-monthly basis.

16.8 Bil Due Dates - The customer must pay BC Gas' bil for service on or before the
due date shown on the bil which wil be

(i) the first business day after the twenty-first calendar day following the
biling date, or

(ii) such other period as may be agree upon by the customer and BC Gas.
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1 7. Advance Billng

17.1 Where Available - BC Gas may only use advance biling as described in this section
for customers being supplied gas in the Lower Mainland service area.

17.2 When Required - BC Gas wil use advance billng for

(a) a residential service customer who has not maintaned a payment history

satisfactory to BC Gas, or

(b) a commercial service applicant or customer who has not established or
maintaned credit satisfactory to BC Gas, or

(c) residential or commercial customers who apply for Advance Biling.

17.3 Advance Biling - In advance biling, BC Gas wil bil a customer for the required
amount one month in advance, based on the estimated monthly bil or one-twelfth of
the estimated annual bil for consumption of gas by the customer. BC Gas may amend
the required amount of the monthly bil from time to time. Such bils are deemed to
have the same force and effect as bils which are based on actual meter readings.

17.4 Due Date - A customer biled by advance billng must pay BC Gas' bil for

(a) residential or commercial service, on or before the due date shown on the bil

which wil be the first business day after the twenty-first calendar day
following the biling date; or

(b) customers enrolled in the advance payment discount plan as specified in

section 18.5 (payment).

17.5 End of Advance Biling - A customer biled by advance biling, as speified in
section 17.2 (Wen Required), parts (a) and (b), who has paid the amounts due by the
required dates during the immediately preceding 2 yea period, may request BC Gas
to stop billng by advance billng.
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18. Advance Payment Discount Plan

18.1 Where Available - BC Gas may provide the advance payment discount plan described
in ths setion only to those customers being supplied gas in the Lower Mainland
service area.

18.2 When Required - BC Gas wil use the Advance Payment Discount Plan for

(a) customers reciving commercial service who have not maintaned a payment
history satisfactory to BC Gas, or

(b) residential or commercial customers who request to enrol in the plan.

18.3 Pre-authoried payment - A customer enrolled in the advance payment discunt plan
wil pay BC Gas bils in advance by pre-authorized ban debit and, in that event, the
customer is entitled to recive a discount of 3/4 of i % on the amount biled.

18.4 Enrolment Procedures - To enrol in the advance payment discount plan, a customer
must

(a) apply to BC Gas, and

(b) arange payment of any outstading charges owed by the customer to BC Gas
before the application wil be accepted.

18.5 Payment - For a customer in the advance payment discount plan,

(a) BC Gas wil bil the customer in advance under section 17 (Advance Biling),

and

(b) the customer must arge for payment of the bil by pre-authorize debit from
the customer's bank account on or before the first business day after the tenth
caendar day following the biling date.

18.6 End of Plan - A customer biled on the advance payment discount plan may end

payment under the plan by giving one month notice to BC Gas as long as parcipation

in the plan is not required under section 6 (Security for Payment of Bils). The
customer wil continue to be biled by advance billng under section 17 (Advance
Biling) .

7w2-2002.s18/930413 Page 18-1



BC Gas Proposed General Terms and Conditions
Section 19

f
\

19. Back-Biling

19.1 When Required - BC Gas may, in the circumstances specified herein, charge,
demand, collect or receive from its customers in respect of a regulated service
rendered hereunder a greater or lesser compensation than that speified in the
subsisting schedules applicable to that, service.

In the case of a minor adjustment to a customer's bil, such as an estimated bil or an

equal payment plan billng, such adjustments do not require back-billng treatment to
be applied.

19.2 Derintion - Back-biling meas the rebiling by Be Gas for services rendered to a
customer because the original bilings are discovered to be either too high (over-
biled) or too low (under-biled). The discovery may be made by either the customer

or BC Gas, and may result from the conduct of an inspection under provisions of the
federal statute, the Electricity and Gas Inspetion Act ("EGI Act"). The cause of the
billng error may include any of the following non-exhaustive reasons or combination

thereof:

(a) stoppe meter

(b) metering equipment failure

(c) missing meter now found

(d) switched meters

(e) double metering

(t) incorrect meter connections

(g) incorrect use of any prescribed apparatus respecting the registration of a meter

(h) incorrect meter multiplier

(i) the application of an incorrect rate

G) incorrect reading of meters or data processing
(k) tampering, fraud, theft or any other criminal act.

19.3 Application of Act - Whenever the dispute procedure of the EGI Act is invoked, the
provisions of that Act apply, except those which purport to determine the nature and
extent of legal liabilty flowing from metering or biling errors.

19.4 Billng Basis - Where metering or biling errors occur and the dispute procure
under the EGI Act is not invoked, the consumption and demand wil be based upon
the records of BC Gas for the customer, or the customer's own records to the extent
they are available and accurate, or if not available, reasonable and fair estimates may
be made by BC Gas. Such estimates wil be on a consistent basis within each
customer class or according to a contract with the customer, if applicable.

(
I"~

7w2-2002.s19/930413 Page 19-1



BC Gas Proposed General Terms and Conditions
Section 19

19.5 Tampering/Fraud - If there are reasonable grounds to believe that the customer has
tampered with or otherwise used BC Gas' service in an unauthorized way, or
evidence of fraud, theft or other criminal act exists, then the extent of back-billng
wil be for the duration of the unauthorized use, subject to the applicable limitation
period provided by law, and the provisions of sections 19.8 (Under Biling) to 19.11
(Changes in Occ~pancy) below do not apply.

In .'addition, the customer is liable for the direct (unburdened) administrative costs
incurred by BC Gas in the investigation of any incident of tampering, including the
direct costs of repair, or replacement of equipment.

Under-biling resulting from circumstaces described above wil bea interest at the
rate normally charged by BC Gas on unpaid accounts from the date of the original
under-biled invoice until the amount under-biled is paid in full.

19.6 Remedying Problem - In every case of under-billng or over-biling, the cause of the
error wil be remedied without delay, and the customer wil be promptly notified of
the error and of the effect upon the customer's ongoing bil.

19.7 Over-biling - In every case of over-biling, BC Gas wil refund to the customer all
money incorrectly collected for the duration of the error, subject to the applicable
limitation period provided by law. Simple interest, computed at the short-term bank
loan rate applicable to BC Gas on a monthly basis, wil be paid to the customer.

19.8 Under-biling - Subject to section 19.5 (Tamperi~g/Fraud) above, in every case of
under-billng, BC Gas wil back-bil the customer for the shorter of

(a) the duration of the error; or

(b) six months for residential, commercial or irrgation; and

(c) one yea for all other customers or as set out in a special or individually
negotiated contract with BC Gas .

19.9 Term of Repayment - Subject to section 19.5 (Tampering/Fraud) above, in all cases
of under-biling, BC Gas wil offer the customer reasonable terms of repayment. If
requested by the customer, the repayment term wil be equivalent in length to the
back-biling period. The repayment wil be interest free and in equal instaments
corresponding to the normal biling cycle. However, delinquency in payment of such

instaments wil be subject to the usual late payment charges.

19.10 Disputed Back-bills - Subject to section 19.5 (Tampering/Fraud) above, if a customer
disputes a portion of a back-billng due to under-billng based upon either
consumption, demand or duration of the error, BC Gas wil not threaten or cause the
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discntinuace of service for the customer's failure to pay that porton of the back-
biling, unless there are no reasonable grounds for the customer to dispute that porton
of the back-biling. The undisputed porton of the bil shal be paid by the customer

and Be Gas may threaten or cause the discntinuace of service if such undisputed

porton of the bil is not paid.

19.11 Changes in Occupancy - Subject to setion 19.5 (Tampering/Fraud) above, back-
biling in all instaces where changes of ocupacy have ocurred, Be Gas wil make
a reaonable attempt to locte the former customer. If, after a period of one yea,
such customer canot be locted, the applicable over or under billig wil be
cacelled.
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20. Equal Payment Plan

20.1 Dermitions - In this setion, "equal payment plan penod" meas

(a) in the Lower Mainland service area, a penod of twelve conseutive months

commencing with a normal meter reading date at the customer's premises, and

(b) in the Inland and Columbia service areas, a penod of twelve consecutive
months commencing with the July biling to the customer.

20.2 Application for Plan - A customer may apply to BC Gas at any of its office
loctions in person, by mail, by telephone, by facsimile or by other electronic meas
to pay fixed monthly instaments for gas delivered to the customer dunng the equal
payment plan penod. Accptace of the application wil be subject to BC Gas finding
the customer's credit to be satisfactory.

20.3 Monthly Inlments - BC Gas wil fix monthly instaments for a customer so that
the tota sum of all the instaments to be paid during the equal payment plan penod
wil equal the tota amount payable for the gas which BC Gas estimates the customer

wil consume during the equal payment plan period.

20.4 Changes in Inlments - BC Gas may at any time, increase or decrease the amount
of monthly instaments payable by a customer in light of new consumption
information or changes to the rate schedules or the Genera Terms and Conditions.

20.5 End of Plan - Parcipation in the equal payment plan may be ended at any time

(a) by the customer giving 5 days' notice to BC Gas, or

(b) by BC Gas, without notice, if the customer has not paid the monthly
instaments as required.

20.6 Payment Adjustment - At the ealier of the end of the equal payment plan period for
a customer or the end of the customer's paricipation in the plan under section 20.5
(End of Plan), BC Gas wil

(a) compare the amount which is payable by the customer to BC Gas for gas

actually consumed on the customer's premises from the beginning of the equal
payment plan penod to the sum of the monthly instaments biled to the
customer from the beginning of the equal payment plan penod, and

(b) pay to the customer or credit to the customer's account any excess amount or

bil the customer for any deficit amount payable.
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21 . Late Payment Charge

21.1 Late Payment Charge - If the amount due for service or service relate charges on
any bil has not been recived in full by BC Gas or by an agent acting on behalf of

BC Gas on or before the due date speified on the bil, and the unpaid balance is $15
or more for the Inland and Columbia divisions and $30 or more for the Lower
Mainland division, BC Gas may include in the next bil to the customer the late
payment charge speified in the Stadard Fees and Charges Schedule.

21.2 Equal Payment Plan - If

(a) the monthly instament and service related charges due from a customer biled

under the equal payment plan set out in setion 20 (Eua Payment Plan) have
not been recived by BC Gas or by an agent acting on behalf of BC Gas on or
before the due date speified on the bil, and

(b) the customer's account is in deficit.

BC Gas may include in the next bil to the customer the late payment charge in
accordance with section 21.1 (Lte Payment Charge) on the amount due. For
purpses of this section, an account is in deficit' during a period when the amount
credited to the customer's account is less than the amount which is payable by the
customer for gas delivered and service related charges during that period.
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22. Returned Cheque Charge

'22.1 Dishonoured Cheque Charge - If a cheque recived by BC Gas from a customer in
payment of a bil is not honoured by the customer's financial institution for any
rean other than clerica error, BC Gas may include a charge speified in the
Stadad Fees and Charges Schedule, in the next bil to the customer for processing
the returned cheque whether or not the service has been discnnecte.
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23. Discontinuance of Service and Refusal of Service

23.1 Disontinuance With Notice and Refusal Without Notice - BC Gas may discontinue

service to a customer with at least 48 hours written notice or refuse service without
notice for any of the following reasons:

(a) the customer has not fully paid BC Gas' bil with respet to services on or

before the due date,

(b) the customer or applicant has failed to pay any required security deposit,

equivalent form of security, or post a guarantee or required increase in it by
the speified date,

(c) the customer or applicat has failed to pay BC Gas' bil in respet of another

premises on or before the due date,

(d) the customer or applicant occupies the premises with another occupant who has

failed to pay BC Gas' bil, security deposit, or required increase in the security
deposit in respet of an other premises which was ocupied by that ocupant
and the customer at the same time,

(e) the customer or applicat is in receivership or bankrptcy, or operating under

the protection of any insolvency legislation and has failed to pay any
outstading bils to BC Gas.

23.2 Disontinuance or Refusal Without Notice - BC Gas may discontinue or refuse the
supply of gas or service to a customer at the customer's premises without notice for

any of the following reasons:

(a) the customer or applicant has failed to provide reference information and

identification acceptable to BC Gas, when applying for service or at any
subsequent time on request by BC Gas,

(b) the customer has defective pipe, appliances, or gas fittings in the premises,

(c) the customer uses gas in such a manner as in BC Gas' opinion

(i) may lead to a dangerous situation, or

(ii) may cause undue or abnormal fluctuations in the gas pressure in BC
Gas' gas trsmission or distribution system,

I,
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(d) the customer fails to make modifications or additions to the customer's

equipment which have been required by BC Gas in order to prevent the danger
or to control the undue or abnormal fluctuations described under paragraphs
(c),

(e) the customer breaches any of the terms and conditions upon which service is

provided to the custom'er by BC Gas,

(f) the customer fraudulently misrepresents to BC Gas its use of gas or the
volume delivered,

(g) the customer vacates the premises,

(h) the customer's service agreement is terminated for any reason, or

(i) the customer stops consuming gas on the premises.

23.3 Application to Former Tariffs - Section 23. i (Discontinuance With Notice and
Refusal Without Notice), pars (c), (d) and (e), apply to bils rendered under these
General Terms and Conditions and under the following former taffs:

Lower Mainland - Gas Tariff,
Inland - Gas Tariff B.C.E.C. No.2,
Columbia - Gas Tarff B.C. D.C. No. i,
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24. Limitations on Liabilty

24.1 Resonsibilty for Delivery of Gas - BC Gas, its employees, contrctors or agents

are not responsible for any loss, damage, costs, injury, including death, incurred by
any customer or any person claiming by or through the customer caused by or
resulting from,' directly or indirectly, any discntinuace, suspension or interrption
of, or failure or defect in the supply or delivery or trsporttion of, or refusa to

supply, deliver or trsport gas whether caused by the negligence or otherwise of BC

Gas, its employee, contrctors or agents.

24.2 Responsibilty Before Delivery Point - The customer is responsible for all expense,
risk and liabilty with respet to

(a) the use or presence of gas before it passes the delivery point in the customer's

premises, and

(b) company-owned facilities serving the customer's premises

if any loss or damage caused by or resulting from failure to meet that responsibilty is
caused, or contrbute to, by the act or omission of the customer or a person for
whom the customer is responsible.

24.3 Responsibilty After Delivery Point - The customer is responsible for all expense,
risk and liabilty with respet to the use or presence of gas after it passes the delivery

point.

24.4 Responsibilty for Meter Set - The customer is responsible for all expense, risk and
liabilty with respet to all meters sets or related equipment at the customer's premises

unless any loss or damage is

(a) directly attbutable to the negligence of BC Gas, its employees, contractors or

agents, or

(b) caused by or resulting from a defect in the equipment. The customer must

prove that negligence, or defect.

24.5 Cusomer Indemnification - The customer must indemnify and hold harmless BC
Gas, its employees, contrctors or agents from all claims, loss, damage, costs or
injury, including death, suffer~ by the customer or any person claiming by or
through the customer or any third pary caused by or resultig from the use of gas by

the customer or the presence of gas in the customer's premises, or from the customer
or customer's employees, agents or contractors' damaging BC Gas' facilties.
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25. Miscellan~ous Provisions

25.1 Taxes - The rates and charges speified in the applicable rate schedules do not include
any loc, provincial or federa taes, assesments or levies impose by any
competent taing authorities which BC Gas may be lawfully authori or required to

add to its normal rates and charges or to collect from or charge to the customer.

25.2 Confcting Term and Conditions - Where anything in these genera terms and
conditions conflcts with speial terms or conditions speified under an applicable rate

schedule or servce agreement, then the terms or conditions speified under the rate
schedule or service agreement govern.

25.3 Authority of Agents of Be Gas - No employee, contrctor or agent of BC Gas has

authority to make any promise, agreement or representation not incorprated in these
genera terms and conditions or in a service agreement, and any such unauthorized
promise, agreement or representation is not binding on BC Gas.

25.4 Additions, Alterations and Amendments - The general terms and conditions, fees
and charges, and rate schedules may, with the approval of the British Columbia
Utilties Commission, be added to, cacelled, altered or amended by BC Gas from
time to time.

25.5 Headigs - The headings of the sections set forth in the general terms and conditions
are for convenience of reference only and wil not be considered in any interpretation
of the genera terms and conditions.
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26. Direct Purchase Agreements

26.1 Collection of Incremental Direct Purchase Cost - Where BC Gas incurs any costs

relating to implementing, providing or facilitating the direct purchase arangements of
a customer, agent, broker or marketer, BC Gas may collect those costs from the
customer, agent, broker or marketer. Such costs may, subject to BCUC approval,
include the costs of aranging, acquiring or transportng substitute gas supplies as well
as any other costs or obligations relating to the direct purchase argement that are
incurred by BC Gas. BC Gas ca bil the customer for such costs as par of the
regular BC Gas bil for service.

26.2 Direct Purchase Customers Returning to BC Gas System Supply - Where a

customer has acquired gas under a direct purchase arangement and later wishes to
return to the system gas supply of BC Gas

(a) BC Gas may require that the customer provide BC Gas up to one yea's
written notice before the date on which the customer wishes to return to
system gas supply,

(b) BC Gas wil supply the customer with system gas when the customer wishes to
return to system gas supply if BC Gas is able to secure additional gas supply
and transporttion to accommodate the customer, and

(c) BC Gas may, subject to BCUC approval, charge the customer for any costs
associated with the customer returning to system gas supply. Such costs may
include, among other things, the costs of securing additional gas supply and
transporttion to accommodate the customer. BC Gas can bil the customer
for such costs as part of the regular BC Gas bil for service.

7w2-2002,s26/930624 Page 26-1



BC Gas Proposed General Terms and Conditions
Standard Fees and Charges Schedule

Standard Fees and Charges Schedule

Administrative Charges

Application Fee
Existing Instalation

New Instalation
$25.00
$75.00

Late Payment Charge 1.5% per month (19.56% per annum) on
outstading balance

Dishonoured Cheque Charge $16.00

Interest on Cash Security Deposits:

Inland and Columbia Service Areas

BC Gas wil pay interest on cah security deposits at BC Gas' prime interest rate
minus 2 % . BC Gas prime interest rate is defined as the floating annual rate of
interest which is equal to the rate of interest declared from time to time by BC Gas'
lead bank as its "prime rate" for loans in Canadian dollars.

Payment of interest wil be credited to the customer's account in Januar of each
yea.

Lower Mainand Service Area

BC Gas wil pay simple interest on cash seurity deposits at the rate of interest which
BC Hydro's lead bank publishes on Januar 1st and July 1st of each yea as payable
on one to two yea term deposits of the same amount as the security deposit. For the
purpse only of determining the appropriate rate of interest, security deposits of less
than $1,00 shall be deemed to be $1,00 and seurity deposits of $100,00 or more
shall be deemed to be $99,999. ..

Payment of interest wil be credite to the customer's account on 30 June and 31

Decmber of each yea, or at the time of the customer's final bil.

Meterig Related Charges

Disputed Meter Testing Fees

Meters rated at less than or equal to 14.2 M3/hour $30.00

Meters rated greater than 14.2 W/hour Actual Costs of Removal
and Replacement)\
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Rate Schedules

Rate schedules to be insert upon final determination of the Rate Design Application.
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PROPOSAL TO REVISE THE BC GAS MAIN EXTENSION POLICY
AND ECONOMIC TEST

1

2 1. 0 SUMMY
3

BC Gas has examined the main extension policy of each Division

in the Company and has developed a new policy which will be

uniformly applied across all service areas.

Investigations have indicated that using a discounted cash

flow (DCF) test is appropriate for BC Gas main extension

evaluations.

The test and its application has been developed to satisfy the

criterion that existing customers are not unduly burdened but

at the same time do not unduly benefit from new main
extensions.

2 . 0 INTRODUCTION

BC Gas is seeking approval for the consolidation for
regulatory purposes of the Lower Mainland, Inland, and

Columbia Divisions. To ensure consistency with the proposal

for uniform delivery charges and common general terms and

conditions the Company has reviewed the existing gas main

extension policies and economic tests to determine if they are

compatible with the proposed consolidation. In addition, the

review of the main extension policies and tests was undertaken

to address concerns expressed by the Commission in its

August 5th, 1992 Decision regarding the Revenue Requirement

I
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Application of BC Gas.

identified two issues:

Specifically, the Commission

1. If the current main extension tests are not reasonable,

existing customers may be subsidizing new customers; and

2. Whether the Company has been applying the tests on a

consistent basis.

Prior to reviewing the current main extension policies and

tests, and making any new proposals, a discussion of the need

for a main extension test is useful. BC Gas is the sole

distributor of natural gas in its service area which comprises

a significant portion of the Province of British Columbia.

Being the sole distributor creates a situation where

residential, commercial, and most industrial customers in the

Company l s service area must obtain natural gas distribution

service from BC Gas. In those situations where the provision

of service requires the installation of new gas distribution

mains a consistent economic test should be in place to ensure

that both existing and new customers are treated fairly.

In this application, the Company will

desirable to change the current tests.

the following changes to the gas main

test:

demonstrate why it is

The Company proposes

extension policy and

1. Implementation of a uniform main extension policy and

economic test for residential, commercial and general

service customers for the Lower Mainland, Inland and

Columbia service areas.
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2. utilization of a Discounted Cash Flow (DCF) test that

recognizes the time value of money and the expected

useful life of the capital investment.

3. Estimation of future revenue based upon such factors as

the size of the premises to be served, local yearly

average temperatures and the number of appliances

installed.

4. Use of project specific construction cost estimates for

each proposed main extension.

5. Provision of service to large industrial firm customers

on a stand alone basis. Customers with large firm loads

will be expected to cover all costs of service.

6. Establishment of a Gas System Extension Fund (GSEF) that

will accumulate revenues to assist with the extension of

gas service to unserved areas within the BC Gas service

area.

In the process of developing the main extension policy and

economic test, BC Gas has considered the concerns expressed by

the Commission regarding the economics of main extensions, the

ongoing desire for natural gas service in a number of British

Columbia communities not currently served, and the policies

and tests utilized by other gas utilities.

I,
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1 2.1 Review of current BC Gas Main Extension Policies and
2 Economic Tests
3

4 2.1.1 Differences Between Divisions

5

6 At the time of its inception in 1988, BC Gas inherited four

7 different geographically based divisions, three from the
8 Inland Natural Gas Company and one from the former BC Hydro

9 Gas Division. within these four divisions were three
10 different main extension tests.
11

12 The gas main extension policies and tests for the Lower
13 Mainland, Inland, and Columbia Divisions were developed
14 throughout the history of those Divisions and have remained
15 unchanged since the formation of BC Gas. Variations exist
16 with regard to the revenue margin used in the calculations,
17 the determination of main extension costs and the time period
18 for the test. In addi tion, none of the current tests
19 recognizes the time value of money. The following table
20 summarizes the current main extension tests for each division.
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MAlNExnNS1QNTESTS

;1

4

5 DIVSION RENU
CALTION

CAPITAL cos

MEODOLO

6 Lower Mainland Gross revenue less Project Specific

the cost of gas

multiplied by 5 years

consumption

7

8

Inland &

Columbia

Gross revenue less Divisional Average

Construction Coststhe cost of gas

multiplied by 6 years

consumption

9

10

11 The variation in the number of years of consumption used in

12 each Division, the difference in capital cost methodology,
13 and the use of a relatively unsophisticated economic test as
14 a substitute for more advanced methods of financial analysis

15 may raise concerns about the reasonableness of the main
16 extension tests. potential customers in the Lower Mainland

17 service area, where a shorter period is used to determine
18 revenue, do not recei ve the same treatment as Inland and
19 Columbia customers and may be required to make contributions

20 in aid of construction not required by Inland and Columbia

21 customers. As well, the use of average costs in the Inland
22 and Columbia Divisions compared to project specific costs in
23 the Lower Mainland creates inequities in the treatment of

24 customers between Divisions. However, the Inland and Columbia

25 Divisions have recently begun a transition to project specific
26 costing for main extensions.
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1 2.1.2 Commission Concerns
2

3 Interest in the main extension policy was expressed by the

4 Commission during past Inland Natural Gas Co. Ltd. hearings.

5 The Commission supported the broad based service policy of

6 Inland Natural Gas but expressed reservations about the
7 economic consequences of the Company's main extension
8 policies. The predominant Commission concern was that under

9 existing main extension tests, the true cost impact of new

10 main extensions on existing customers could not be determined.
11 The use of a (DCF) test has the advantage over the current

12 tests of considering the time value of money as well as the

13 entire lifecycle of the investment. Accordingly, DCF has the

14 potential to provide more reasonable test results than the

15 current tests.
16

17 Another concern expressed by the Commission related to the

18 consistency demonstrated by the Company in applying the main

19 extension economic tests. The Company strives to treat
20 potential customers fairly when evaluating main extension

21 applications to ensure consistency. In the Inland and
22 Columbia Divisions, a standard main extension policy is
23 referred to' by all company personnel when completing and

24 processing main extension applications. In the Lower Mainland
25 Division, consistency is achieved through the use of the Sales
26 Function and Procedures ManuaL. Upon approval of the proposed

27 main extension policy, the Company will prepare and issue a
28 standard procedure manual for the Lower Mainland, Inland, and
29 Columbia service areas.
30

31 2.1.3 BC Gas Obiectives
32

33 It always has been, and will continue to be, a Company
34 objective to provide broad based gas service in all areas that
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1 BC Gas currently serves. In addition, it is the intention of
2 BC Gas to extend service to communi ties not presently
3 receiving gas service, providing that such service is
4 practical and does not put undue burden on the existing
5 customer base or company finances.

6

7 The new main extension policy will govern the extension of gas

8 service wi thin and beyond the area currently served by the

9 Company.
10

11 2.2 Main Extension policy and Test Design Considerations

12

13 In the process of developing a new main extension policy and

14 test for the Company a number of important issues were
15 considered.
16

17 2 . 2 . 1 Revenue
18

19 To be effective, a uniform test must be able to take into
20 consideration the significant differences between various
21 parts of the service areas. The test should recognize that

22 individual customers' annual consumption of natural gas can
23 vary considerably as a result of larger premises, more gas
24 appliances in use, and colder winter climates. The annual
25 consumption of potential customers has a direct impact on the
26 revenue the Company will receive over the life of the capital
27 investment and should be a key consideration in the main
28 extension application.
29

30 2 . 2 . 2 Costs
31

32 To be consistent with the determination of future revenues,
33 the estimate of construction costs should be project specific
34 to the greatest extent possible. Consideration should also be

I
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1 given to the impact each new main extension has on the
2 company's overall system capacity and the periodic need for

3 major system delivery improvements. The Work Management System

4 will enable BC Gas personnel to accurately estimate
5 construction costs based on the most up to date costing
6 information available.
7

8 2.2.3 Economic Development
9

10 The widespread availability of natural gas service can be a
11 significant factor in the economic development of the Province

12 of British Columbia. The BC Gas Competitive Energy and Price

13 Elasticities of Demand Studies filed with the Rate Design

14 Phase B application indicate that natural gas rates are less
15 than the prices of the competing fuels such as electricity,
16 propane, and furnace oil for residential and commercial
17 customers in most of the BC Gas service area. Communi ties

18 with natural gas service are in a better position to compete
19 for and attract new industry that is sensitive to energy

20 costs. Furthermore, residential and commercial customers in

21 the communities served with natural gas enjoy the benefits of
22 lower energy costs.
23

24 2.2.4 Environmental Considerations

25
26 Natural gas is gaining prominence world wide for its clean
27 burning characteristics as compared to fuels such as oil,
28 wood, and coaL. As such, it is desirable to promote the
29 widespread use of natural gas for environmental reasons.
30

31 2.2.5 Time Value of Money
32

33 The investment in additional gas distribution mains is no
34 different than any other business investment invol ving a
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trade-off between current dollar outlays and future benefits.

To the extent that the current tests do not consider the time

value of money, the future benefits of a particular main

extension may not be accurately stated.

2.2.6 contributions

A main extension that fails to pass the economic test may

still be constructed if contributions covering the revenue

shortfall are available. Potential sources for contributions

are customers on the proposed main extension, property owners

whose lots will now have access to gas service, developers,

governments, and the electric utility if sufficient electric

load reduction is proj ected.

3.0 SELECTION OF TEST

Selection of a test included a review of tests used by other

utilities in Canada and the united states. Most of the effort

revolved around the identification of an existing or new test

method that would address the concerns of the Commission but

would also be easy to apply and satisfy the needs of
prospecti ve gas customers.

3.1 Review of Test Methods

The main extension policies prevailing among gas distribution

companies fall into three broad categories:

1. A "free footage" test in which main will be extended up

to a threshold distance (e.g 30 metres) at no charge to

the customer. An example is San Diego Gas and Electric

which allows a free footage of 75 feet for customers who

meet certain base load requirements.
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2. A widely used method compares the revenue estimate (such

as 2 year's gross revenue or 6 year's net revenue) with

the cost of the main extension. Three different versions
of this method are currently used by BC Gas.

1

2

3

4

5

6 3. The third method can be classified as a "Return on

7 Investment" method. Revenues and costs are evaluated
8 using one of several rate of return methods, such as:
9

10 - discounted cash flow
11 - internal rate of return
12 - return equal to allowable return on rate base.
13

14 The extension policies currently used by gas distribution
15 companies in Canada and the U. S differ widely. The
16 differences are products of local condi tions, such as
17 geography, gas supply, costs, and regulatory concerns. The
18 American Gas Association did a survey of main extension tests
19 throughout North America and concluded that there was no

20 correlation between the methodology and the size of company.

21

22 Pacific Northern Gas uses a main extension test in which "the

23 after tax fifth year return is calculated as a percent of

24 fifth year rate base, to determine whether the projected
25 return on rate base meets or exceeds the Company's allowed

26 rate of return" (Page 1, PNG Policy).

27

28 The ontario Energy Board (OEB 134, June 1, 1987) directed

29 ontario utilities to develop a three-stage process for
30 extension feasibility analysis. The first stage is a
31 discounted cash flow (DCF) analysis of any given project. The
32 second stage is designed to quantify public interest factors
33 not considered at stage one. The third stage takes into
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account all other public interest factors plus stage one and

two.

4. 0 PROPOSED MAIN EXTENSION POLICY AND ECONOMIC TEST

The proposed policy of the Company will be to extend gas

service as widely as possible without creating an undue cost

or benefit to the company's existing customers. If the

aggregate of all main extensions in a particular year provides

a zero or posi ti ve net present value, existing customers will
not be affected by the construction of those main extensions.

The main extension test will be used to identify uneconomic

main extensions and calculate required contributions. The DCF

method has been selected for the proposed main extension test

to be implemented. The improved accuracy of the DCF test

outweighs the difficulties caused by its complexity. A general

discussion of the DCF test follows and details are included in

the Appendix.

4.1 Revenue Calculations

The DCF model will discount the revenue expected over the life

of the proposed main extension and will take into
consideration the following:

1. Consumption projections will be project specific and will

consider whether the premises to be served are newly

constructed or existing premises, the level of saturation

of gas appliances over time, and the type of premises

being served (eg. single family dwellings, townhomes,

manufactured homes, commercial building or industrial

sites) .
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2. Whether the customers are actually committed to taking

gas service now (ie. signed service contracts) and if

not, when they will connect in the future

3. The normal temperatures experienced in the area of the

province where the main extension is proposed.

4. A discount rate based on Be Gas' approved cost of
capital, adjusted to an after tax rate.

Using the appropriate tariff, projected consumption will be

translated to a revenue stream which will be discounted to a

present value. The revenue calculation is net of the cost of

gas. In those cases where a substantial portion of the future

revenue to be recei ved will come from only one of the
customers to be served, the Company may require certain

minimum annual payments from that particular customer as part

of the contract for service to ensure the financial viability

of the investment.

4.2 Cost Calculations

Cost estimates for a proposed main extension will be
determined using the Company's Work Management System and will

be project specific to the extent possible. In some cases the

size of the main to be installed may be larger than that

necessary to serve the customers. The installation of larger

mains may be required to meet future growth in areas beyond

that served by the proposed main extension. This is often the

case when extending gas mains into large new subdivisions or

when an opportunity exists to reinforce the distribution

system by connecting to another existing section. In these

cases, the Company may waive all or a portion of the required

t
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1 contribution in aid of construction determined in the economic

2 test.
3

4 4.3 contributions in Aid of Construction

5

6 In those situations where the proposed main extension does not

7 meet the test, the customer(s) to be served will be asked to

8 make a contr ibution in aid of construction. When multiple

9 customers will be served by the proposed extension, each

10 customer will be required to provide a contribution on a fair
11 and reasonable basis. The Company proposes to waive
12 contributions less than $100 per customer given the
13 administrative burden associated with processing
14 contributions.
15

16 Should customers in addition to those projected in the
17 original application connect to the main extension within five

18 years from the date of initial installation, the original
19 contributors will be eligible for a pro-rated refund of their
20 contribution. The refund will be calculated by determining the
21 reduced revenue shortfall that will result in the DCF test
22 over the life of the main extension and will be distributed on

23 the basis of their original contributions. In those situations
24 where the increased revenue to be realized from the additional
25 customer (s) does not completely eliminate the need for a
26 contribution, the new customer(s) will be required to
27 contribute to the revenue shortfall. No refund will be
28 applicable for customer additions to further main extensions
29 that are connected to the main for which the contributors made

30 their original payments. In addition, no interest will be paid

31 on the refund of contributions and the refund will not exceed
32 the amount of the original contribution.
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1 The Company will conduct a final review of each main extension

2 at the end of the first five years of use and will make no

3 refunds after that review is completed.

4

5 To assist those customers required to make a contribution, the

6 Company proposes to implement a Main Extension Surcharge

7 mechanism that, when the new customer Information System (CIS)

8 is in place at BC Gas, will enable potential customers to make

9 their contribution in aid of construction as part of their

10 regular monthly gas bill payment. The main extension
11 surcharge amount would be determined so that the total
12 required contribution, including interest, would be paid
13 within a 36 month period. The Main Extension Surcharge would

14 only apply in those situations where the required contribution
15 per customer is in excess of $300 and the customer would be

16 subj ect to the company's normal credit terms and conditions.
17

18 S. 0 IMPACT OF PROPOSED TEST

19

20 BC Gas has reviewed actual main extensions constructed in 1992

21 in the Lower Mainland, Inland, and Columbia Divisions that

22 were approved under the existing tests and subjected them to
23 the proposed DCF test. Table 1 below indicates the number of

24 main extensions constructed in 1992 that met, and did not
25 meet, the proposed DCF test, those requiring contributions in
26 aid of construction under the DCF test, and under the existing
27 tests, and the difference between the contributions required

28 under the existing tests and the proposed DCF test.
29



4
5
6
7
8
9

10
11

12

13
14
15
16

17

18

19

20

21
22

23

24

25

26

27

28

29

30

31
32

33

34

35

36

37

Tab 13
Page 15

1
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Tes

19 76 $94,00 $38,00 ($291,00)

36 56 $47,00 $122,30 ($75,30)

5 14 $11,00 $75,00 ($6,00)

Lower
Mainland

30 28

Inland 594 558

Columbia 2833

It is important to recognize that the DCF model includes the

cost for the gas services and meters in addition to the cost

of the gas main. The current 5 and 6 year net revenue tests

only address the cost of the gas main in their calculations.

6. 0 UNSERVED AREAS

BC Gas receives, on an on-going basis, requests from both

residents and elected officials, to provide natural gas

service to areas currently not served by the Company. The

availability of natural gas could help these communities to

attract new industries and provide lower energy costs for

existing businesses and residents. Some of the communities

currently not served include such towns as Clearwater,

Invermere and Golden in the Interior, and Belcarra in the

Lower Mainland. While most of these communities have building
densities that could economically justify the installation of

gas mains within the town limits, the distances between those

communities and the nearest point of the existing gas

distribution infrastructure makes the overall extension

uneconomic. In previous years, funding from the Federal and
Provincial governments had helped BC Gas to serve previously
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1 uneconomic locations, however, funding is not currently
2 available.
3

4 BC Gas proposes to establish a Gas System Extension Fund

5 (GSEF) that would accumulate funds from various sources to

6 assist in reducing the large contributions in aid of
7 construction that are required to bring gas service to the

8 unserved areas. Specifically, the fund would be used towards

9 the cost of the gas system infrastructure necessary to br ing

10 gas from the nearest point on the Company's existing system to
11 the boundary of the community to be served. Potential sources
12 of funding are new government contributions, refunds, gas

13 supplier incentives, regional district tax levies, a portion
14 of the gas sales margins from Rate Schedule 10 customers, and

15 some of the revenue from BC Gas' off-system gas sales. The

16 Company proposes to explore with the Commission the inclusion

17 of funds in the GSEF.

18

19 The GSEF is based upon the establishment of similar funds by
20 gas utilities in North Carolina that were ordered on April 9,

21 1992 by the North Carolina utilities Commission to establish
22 such funds consisting of customer surcharges and supplier
23 refunds. The order resulted from legislation enacted by the

24 North Carolina General Assembly on July 8, 1991. Details
25 regarding the North Carolina Special Natural Gas Expansion
26 Fund are included in the Appendix.
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1 BC Gas proposes to periodically submit for Commission approval

2 expansion projects that would utilize funds from the GSEF to

3 make up revenue short-falls that are not adequately met by

4 customer contributions and other sources of funding. While

5 the project selection criteria must still be determined, the
6 likely criteria would include the required contribution per

7 customer, total proj ect cost, type and quanti ty of fuel
8 displaced, economic benefits, and environmental issues.

9

10 The Company proposes to maintain the GSEF until such time as

11 all major unserved communities in the BC Gas service area are

12 provided with gas service. It is estimated that approximately
13 $50 million will be required to meet the revenue shortfall
14 necessary to complete the remaining 80 main extension proj ects
15 that did not qualify for Provincial Gas Extension Program

16 funds prior to the discontinuance of that program.
17

18 7 . 0 SUMMY
19

20 To ensure consistency with the BC Gas application to
21 consolidate the Lower Mainland, Inland, and Columbia
22 Divisions, the Company has reviewed the main extension
23 policies and tests that currently exist for each Division. The
24 review was also undertaken to address Commission concerns

25 regarding the reasonableness of the tests.
26

27 The review has indicated a uniform test throughout the three
28 service areas that uses a discounted cash flow test will
29 provide fair treatment to both existing and potential
30 customers. In the proposed test the aggregate of all main
31 extensions in a year are to have a positive or zero net
32 present value. Extending gas service to currently unserved

33 areas will require the accumulation of funds from various

34 sources to meet the significant revenue shortfalls that would
35 be experienced by the Company in providing service.
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GAS COST RECONCILIATION ACCOUN (GCRA)

On December 22, 1992 BC Gas applied to the BCUC to establish,

effective January 1, 1993, a Gas Cost Reconciliation Account.

This application was approved on an interim basis in BCUC

Order No. G-5-93, Item 2. The December 22, 1992 Application

also sought to use a gas cost recovery methodology from a

previous application dated July 15, 1992, for the period from

July 15, 1992 to December 31, 1992. BC Gas withdraws this

aspect of the December 22, 1992 Application relating to the

July 15, 1992 to December 31, 1992 period. The following

material is substantially the same as the December 22, 1992

Application with respect to the GCRA from January 1, 1993 on.

The purpose of the GCRA is to ensure that the rates for gas

sales fully recover, but do not over-recover, the gas costs

incurred by the utility, independent of weather conditions and

variations which may occur from time to time in the various

gas cost components ~ BC Gas is proposing a mechanism that

will deal with all of the utility's gas supply costs, both

fixed and variable, and that will streamline for regulatory

and accounting purposes the appropriate recovery of those

costs in rates.

1.0 BACKGROUN

The current methodology of flowing through gas cost changes is

a continuation of the approach used by Inland over many years

when gas prices were regulated. Gas costs during that period

were predictable and subject to few adjustments. Adjustments

that were needed were dealt with expeditiously by way of a

flow-through application. As Inland, and now BC Gas, have

moved towards greater reliance on deregulated gas purchasing,

the complexity of gas cost forecasting has increased and with

it the frequency of adjustments to rates due to gas cost

changes.
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Along wi th the trend to deregulated gas purchasing, gas

purchase costs have moved from largely variable commodity

prices to marke.t based pricing that rewards higher load

factors. Previous take-or-pay arrangements have been largely

replaced by fixed cost obligations. As one of the first

changes in this regard, Westcoast rates moved to a
fixed/variable allocation methodology with the overwhelming

majority of pipeline tolls put on a demand basis. More

recently, the utility has been active in obtaining more cost

effective peaking and storage gas, but with costs containing

a high component of fixed charges. Lastly, since November 1,

1991 the cost of the utility's baseload gas for the Inland and

Lower Mainland Divisions has also contained a fixed producer

demand cost component.

The Rate Design Phase A hearing dealt with the utility's

allocation of gas costs on the basis of coincident peak

demands by its various customer classes. The Phase A
allocation process assumed normal weather conditions.

This Application seeks to stabilize permanently the recovery

of gas costs in the utility's rates for gas sales. The GCRA

is intended to deal with the recovery of gas costs only.

2. 0 MECHAICS OF THE GAS COST RECONCILIATION ACCOUN

2.1 Applicability

The proposed GCRA (Attachment 1) will be set up to capture

differences in gas costs from forecast and to record all

differences from forecast in the recovery of those costs from

the utility's gas sales. This will require separate
accounting of the fixed and variable components for the

combined gas purchases for the Inland and Lower Mainland

Divisions and separate purëhases of the Columbia and Fort

Nelson service areas.
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On the cost side, the GCRA will accumulate unforecast changes

in gas costs, such as in:

. demand charges for gas supply and pipeline
transportation;

. producer credits for use of pipeline capacity,

Volume Incenti ve Adjustment and any Gas Inventory
Charges;

. Pipeline (Westcoast, ANG and Northwest) fuel use

and cost of fuel;

. u.s. /Canadian dollar exchange rates associated with

gas supply or pipeline costs;

. commodity purchase volume and price variances
affecting average commodity costs, such as
variances in volume due to other than normal

weather patterns or variances in the cost of
baseload gas that may be subj ect to arbitration

. arrangements to purchase peaking supplies or spot

gas not known when the forecast was prepared.

Secondly, the GCRA will accumulate unforecast changes in the

recovery of gas costs on the basis of the standard cost of gas

assigned to each customer class under normal weather, based on

the Phase A methodology. These will include:

. changes in sales volumes by class, resulting in a

change in gas cost recovery;

. contributions by interruptible and off-line sales,

towards recovery of the utility's gas costs.
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1 2.2 Annual Gas Cost Forecast
2

3 For the initial year, BC Gas proposes to use the forecast unit

4 gas costs consistent with the April 27, 1993 update to the

5 1993 Revenue Requirement Application. Thereafter, gas costs

6 will be forecast annually on the basis of a calendar year.

7 This would be very similar to previous forecasts prepared for

8 flow through purposes. The most significant variation will be

9 that changes in pipeline tolls or fuel costs can be
10 accommodated on a forecast basis.

11

12 As in the past, the forecast will be allocated to each
13 customer class in the manner determined under Phase A or as

14 applicable to the Columbia and Fort Nelson service areas. In
15 this manner, the annual forecast will be the basis for the gas

16 cost component of the sales rates for the upcoming year

17 without further planned adjustment. Under routine
18 circumstances, rates for gas cost recovery would be adjusted
19 only once, effecti ve each January 1. Included in these rates
20 would be any cost components required to recover a forecast
21 deficiency from the previous year.
22

23 2.3 Accounting Treatment
24

25 i) Gas Costs
26

27 Beginning January 1, 1993, gas purchase costs incurred,
28 excluding costs inventoried to storage, will be charged to the
29 GCRA. Gas volumes withdrawn from storage for system supply
30 would be deducted from the inventory account at the average
31 cost of inventory and also charged to the GCRA. Costs will be

32 segregated between fixed and variable components.
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1 ii) Fixed Cost Recoverv
2

3 Fixed costs will be charged to cost of gas and credited to the

4 GCRA based on actual sales volumes per rate class times the

5 forecast unit fixed costs.
6

7 The variation between actual fixed costs incurred and the

8 fixed costs allocated to core customers on a unit basis will

9 remain in the deferral accounts.

10

11 iii) Variable Cost Recovery

12

13 Variable costs will be charged to cost of gas and credited to
14 the GCRA based on actual sales volumes per rate class times

15 the forecast unit variable cost.
16

17 The variation between the actual variable unit cost and the
18 budgeted variable unit cost will remain in the deferral
19 accounts.
20

21 iv) Core Market Contribution Credit

22

23 It is proposed that non-margin gas sales revenues from
24 interruptible customers, off-system sales and other non-core

25 customers will provide a credit to fixed gas costs and will
26 remain in the deferral account. To the extent such revenues
27 are not included in the forecast, the amount of the credit
28 will tend to provide a positive bias towards the recovery of

29 fixed gas costs.
30

31 2.4 Allocation to Rates of Deficiencies or Over-Recoveries

32

33 Most fixed and variable gas costs are pooled and allocated
34 across the core market rate classes within the Inland and
35 Lower Mainland service areas. Deficiencies or over recoveries
36 of fixed and variable costs recorded in the GCRA will be
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1 allocated back to customers in a manner consistent with the

2 Phase A methodology. To the extent there are variances in gas

3 costs assigned by service area, the under and over recoveries

4 will be allocated to customers wi thin each service area.

5

6 For the Columbia and Fort Nelson service areas deficiencies or

7 over recoveries of costs will be allocated back in a manner

8- consistent with the existing methodology.

9

10 2.5 Mid-Year and End-af-Year Adjustments

11

12 It is the utility's objective to minimize the accumulation of

13 significant GCRA deficits. Monthly monitoring of variations

14 to forecast will be used to provide an early warning of any

15 mismatch between gas costs and the recovery of these costs.
16 Ideally, changes in various costs and recoveries will tend to
17 balance out over the year. However, when weather induced

18 changes in gas cost recovery such as in 1992, or changes in
19 Westcoast tolls, for example, cause significant unforecast
20 balances to accrue in the GCRA, a mid-year adjustment to the
21 gas cost recovery may be required to minimize the deferral
22 amounts.
23

24 BC Gas proposes to refund positive gas cost recovery balances
25 should they become significant. In general, this will ensure
26 that customers who over-contributed towards gas costs receive

27 appropriate credit. In order to minimize administrative costs
28 in relation to benefits and to assist in stabilizing rates, it
29 is proposed such refunds be made only in instances where a

30 forecast positive balance at year end exceeds a prescribed
31 amount, and be subj ect to maintaining a minimum balance for
32 stabilization. For the Inland and Lower Mainland service

33 areas, it is proposed that refunds be made when the forecast

34 credit balance exceeds $10 million and be subject to
35 maintaining a minimum $5 million balance in the account.
36 Refunds would be made to current customers in the form of a
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1 credi t on their gas bill. Credi t balances not refunded would

2 be carried forward, and would assist in stabilizing future
3 rate changes.
4

5 For the Columbia and Fort Nelson service are~s it is proposed

6 that separate limits of $500,000 and $30,000 respectively be

7 set for these service areas subject to maintaining balances of

8 $250,000 and $15, 000 respectively.

9

10 2.6 Quarterly Reportinq
11

12 Be Gas proposes to file statements of account with the
13 Commission on a quarterly basis. The reports to the
14 Commission will ensure the Commission is informed of the
15 status of the GCRA, and permit scrutiny of variances from

16 forecast. Reports will be filed within 45 days of the end of
17 each quarter.
18

19 2.7 Annual Reconciliation
20
21 The year-end under/over recovery in costs will be summarized
22 by way of an annual reconciliation that BC Gas proposes be
23 filed with the Commission by February 15, following each year

24 ending December 31. The annual reconciliation will confirm
25 the amount of any positive or negative balance in the GCRA.

26

27

28 3.0 NEED FOR GCRA
29

30 The need for a GCRA has been driven by the need to stabilize
31 the Company's revenues and earnings and to ensure fairness in

32 the recovery of fixed gas costs from customers. The design of
33 the GCRA must also respond to the growing complexity of gas

34 supply and transportation arrangements, and the increased
35 frequency of changes in costs of the diversified gas supply
36 mix. Specifically, the GCRA will provide the following:
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1 3.1 Reduce the Impact of Weather swings

2

3 As previously detailed in the July 15th Application, the
4 utility and core market customers are currently exposed to the

5 over and under collection of fixed gas supply costs due to

6 weather swings.
7

8 The GCRA will permit the Company to fairly collect its gas

9 supply costs from customers. The GCRA provides a relatively

10 simple mechanism that accrues under or over recoveries of gas
11 costs. Over the longer term, the customer should be
12 indifferent as warmer and colder year gas cost adjustments

13 balance out. After a cold year the Company proposes to refund

14 significant over collections of gas costs, providing relief to
15 customers for the higher bills they would have paid.
16

17 3.2 Account for the Impact of Colder, Warmer or other Unusual
18 Weather on Averaqe Commodity Prices
19

20 The annual forecast of gas commodity costs presumes normal

21 weather patterns. The forecast draws on various gas supply

22 sources at commodity costs which may range from approximately

23 $0.90/GJ to $4.00/GJ. To the extent weather is colder or
24 warmer than normal, average gas commodity costs may be higher

25 or lower to the extent the higher cost gas is drawn on.
26

27 A similar situation exists with respect to baseload supply.
28 While in 91/92 and 92/93 most baseload contracts have had

29 similar gas purchase prices, for 93/94 and following years
30 there may be a greater variety of prices. Weather patterns
31 will therefore also affect the average commodity cost of

32 baseload supply.
33

34 By including variable costs in the GCRA, the Company will

35 ensure that any commodity cost benefits during a warm year
36 will be used to partially offset under recoveries of fixed
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1 costs. During a cold year, this offset will operate to
2 somewhat reduce over recoveries of fixed costs. The result is

3 fair to the Company and its sales customers.

4

5 3.3 Accommodate Variations in Baseload supply Costs Not
6 Known When Forecasts are Prepared, and Unforecast
7 Purchases of peaking or spot Gas
8

9 There may. be occasions when commodity costs are not fully

10 known when forecasts ,are prepared. On at least two occasions
11 in recent years, commodity costs were being negotiated after

12 November 1 or were the subject of arbitration proceedings.
13 The new base load agreements also provide for arbitration if

14 the parties fail to reach pricing agreement. The GCRA will

15 act as a deferral mechanism to account for differences between

16 prices included in rates and those determined under
17 arbitration.
18

19 There may be occasions when additional short term supplies are
20 purchased that are not known at the time of the forecast,
21 including costs that may be associated with any penalty for
22 gas' taken. Benefits and costs from such arrangements will

23 accumulate in the GCRA.
24

25 3.4 optimize the Balance between Fixed and Variable Costs

26

27 within the various supply arrangements there is a mix between
28 those costs that are fixed and those that are a function of
29 the amount of gas purchased. By allowing for recovery of both
30 sets of costs an optimal balance between those two categories

31 can be established. This will also provide the utility the
32 opportunity to pursue all avenues for generating additional
33 revenues designed to offset the costs of the overall
34 portfolio. For instance, off-line sales can be optimized

35 based upon variable costs of gas on a daily basis.
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1 3.5 Accommodate Other Variations in Transportation Costs and
2 in u.s.¡Canadian Dollar Exchange Rates
3

4 Changes in Westcoast, ANG and Northwest pipeline tolls are

5 beyond the utility's control, and may be subject to interim

6 rates or delays beyond the effective date of rate changes.

7 All such changes would be captured in the GCRA.

8

9 BC Gas proposes to forecast pipeline tolls for each year, with

10 the GCRA in effect picking up adjustments from forecast.
11
12 Costs of Jackson Prairie storage, Northwest Pipeline tolls and
13 U. s. gas supply are denominated in U. s. dollars. The GCRA
14 will protect the utility and customers from changes in
15 U. S . ¡Canadian dollar exchange rates on these gas costs, which

16 are also beyond control of the Company. U. s. dollar costs of
17 gas will be offset by offline sales denominated in U. s.

18 dollars.
19

20 3.6 Xinimize Regulatory Applications for Gas Cost Changes

21
22 Under the deregulated gas purchasing environment, changes in

23 the Company's gas costs are becoming more frequent. The
24 diversity of the supply portfolio will tend to cause the need
25 for more frequent adjustments than in the past, although in

26 general they may be individually of a lower magnitude. The
27 most significant changes occurring during the gas year will
28 continue to relate to pipelines including Westcoast, ANG and

29 Northwest. By permitting the Company to forecast such costs,
30 the GCRA will minimize unnecessary changes in rates during the

31 year.
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3.7 Simplify Administration of Deferrals

A single GCRA mechanism will replace the various gas cost

deferral accounts presently in effect and eliminate the need

to initiate additional deferral accounts.

This would not lessen the need to track gas' costs, and to
compare year to date actual with forecast. It would simply

allow the process to be rationalized and maintained in the

most efficient manner.

3.8 Accommodate Phase A Flow Throuqh principles

The GCRA mechanism will be used to track both fixed and

variable recoveries of gas costs. This will permit unabsorbed

or overrecovered demand costs to be allocated back to customer

classes based upon the methodology approved under Phase A.

Similarly, under/over recovered variable costs can be

allocated back to customers on a volumetric basis.

Annual vs Monthlv Ad;ustment

The high percentage of fixed gas costs incurred by BC Gas and

the seasonality in the utility's firm sales market make it

necessary to levelize the cost of gas recovery across a full

year. Monthly adjustment mechanisms typically deal only with

gas price adjustments. Monthly gas cost adjustments are

therefore less relevant than the need to ensure equity in the

recovery of annual costs. There are precedents for seasonal

recovery of gas costs using a deferred account mechanism,

however these precedents are generally predicated upon

seasonal rates. Under current circumstances, it is the

Company's view that gas cost recovery is more appropriately

calculated on an annual basis.
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1 Sumary
2

3 The principle that a distribution utility should remain whole

4 with respect to its gas costs is reflected in the acceptance

5 by numerous regulatory authorities in North America of various

6 gas cost recovery mechanisms, each to a degree tailored to

7 meet local circumstances. This principle is also well
8 established in Canada, and with the exception òf BC Gas, the

9 major publicly owned distribution utilities have mechanisms

10 that ensure appropriate gas costs are charged to sales
11 customers. The result is fair and equitable to both customers
12 and the utility. The distribution utilities referred to
13 include the following:
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MECHANICS OF THE

GAS COST RECONCILIATION ACCOUNT

GAS INTO STORAGE
AT THE COMMODITY
COST PLUS VARIABLE
TRANSPORTATION TOLLS
AND INJECTION FEES

GAS PURCHASE COSTS
INCURRED

(AMOUNTS PAID TO
SUPPLIERS, PIPELINE
COMPANIES, ETC.)

* PIPELINE DEMAND CHARGES
* SUPPLIER RESERVATION FEES
* PEAKING AND STORAGE FEES
* FIXED COST CREDITS (eg. VIA)
* COMMODITY COSTS
* OTHER VARIABLE TOLLS

AND FEES
* $US / $CDN EXCHANGE

GAS INVENTORY
ACCOUNT DEBIT TO GCRA

'OLUMES WITHDRAWN
TIMES AVERAGE COST
OF INVENTORY

GAS FROM STORAGE

GCRA
NET CREDIT AT END
OF YEAR REFUNDED / NET
DEBIT AT END OF YEAR
CHARGED TO CUSTOMERSDEBIT

TO GCRA

t CREDIT TO GCRA

REVENUES NOT
TAKEN INTO

INCOME

GAS COSTS

EXPENSED

REVENUES FROM OFF-SYSTEM
SALES, SCHEDULE 10 REVENUE

ACTUAL SALES VOLUMES
TIMES FORECAST UNIT
GAS COSTS



BUY-SELL ARGEMENTS FOR INTERRUPTIBLE CUSTOMERS

1 By letter dated April 21, 1993 to Mr. Comfort of Eastern

2 Natural Gas Management (B.C.) Ltd., the Commission indicated

3 that buy-sell arrangements for interruptible customers could

4 be canvassed during the Phase B Rate Design Hearing of BC Gas.

5 While BC Gas does not advocate buy-sell arrangements for
6 interruptible customers, the material under this Tab sets out

7 the proposal of BC Gas respecting the method by which buy-sell

8 arrangements for interruptible customers might be implemented,

9 if it is determined that BC Gas should implement such
10 arrangements.
11
12 i. 0 METHODOLOGY
13

14 Interruptible sales customers of BC Gas who choose to enter

15 into buy-sell agreements will retain brokers or agents who

16 will arrange for the customer, or a group of customers to

17 purchase gas directly from producers or other suppliers. The
18 broker must also arrange for the gas to be gathered, processad
19 and transported to the appropriate BC Gas interconnection

20 point (e.g. Huntingdon for the Vancouver area). Be Gas will

21 purchase the customer i s gas and deli ver it to the customer
22 through the BC Gas system.

23

24 The pricing concept under a buy-sell arrangement is that the
25 gas utility pays a price for gas acquired from the customer

26 which equals the price which the gas utility would have paid
27 for the system gas which would have been used to provide gas

28 service to that customer. In buy-sell arrangements for
29 interruptible customers BC Gas proposes to pay the same amount

30 as the average forecast commodity cost paid by BC Gas to its
31 system gas suppliers for sales to interruptible customers
32 including the Westcoast commodity tolls associated with firm
33 Westcoast service (the "Interruptible Reference Price"). This
34 amount will be reduced by the extra costs incurred for the
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interruptible buy-sell arrangements including incremental Gas

Inventory Charges ("GIC") and also adjusted for the loss of

Volume Incentive Adjustment ("VIA") credits ,and cost of

service credits under the existing baseload contracts.

Interruptible customers wiii continue to be billed for their

gas from BC Gas in the usual manner. Since BC Gas will pay

the same amount as the forecast commodity cost paid by BC Gas

to its system suppliers (adjusted for changes in GIC and VIA) ,

the total gas costs incurred by BC Gas will not change and

therefore the sales tariffs will remain the same. The broker'

provides the customer with a rebate based on the difference

between the Interruptible Reference Price and the purchase

price under the supply contract that the broker has arranged.

1.1 priority

BC Gas will continue to provide service to buy-sell
interruptible customers on the same priority basis as its

other interruptible sales customers. On days when the

buy-sell supply is interrupted, BC Gas will backstop the buy-

sell supply, on a l best efforts' basis, from the Be Gas system

supply pool. Buy-sell customers wiii be charged for this

backstopping service as set out in section 1. 5 below.

1.2 Delivery Points

The delivery point for interruptible buy-sells will be the

interconnection points between the BC Gas system and the
Westcoast system (i.e. Huntingdon or Savona).

1.3 Daily Volume

The Maximum Daily Volume ("MDV") in a buy-sell interruptible

supply contract with BC Gas will be established at the average

forecasted daily volume for the customer or the customer group
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1 served by that buy-sell contract (i. e. the total forecasted
2 annual volume divided by 365).

3

4 i. 4 Interrupti~ie Reference Price

5

6 The Interruptible Reference Price will be established each

7 contract year commencing November 1. It will be based on the

8 forecast commodity cost to be paid by BC Gas to system
9 suppliers for sales to interruptible customers. The price

10 will be adjusted for changes in approved Westcoast commodity

11 tolls.
12

13 Since the costs vary significantly between sumer and winter,
14 BC Gas proposes a seasonal Interruptible Reference Price.
15 Based on the 1992 - 1993 contract year, the Interruptible
16 Price Factors would be:
17

18

19

sumer(1) winter(2)
Price Factor Huntinqdon Savona Huntinqdon Savona

($/GJ) ($/GJ) ($/GJ) ($/GJ)
unit

1.140(4) 1.140(4)commodbty 0.879 0.879
Charqe )
Westcoast
commoàf ty 0.012 0.008 0.012 0.008
Tolls
Interruptible
Reference 0.891 0.887 1. 152 1.148Price

20
21
22

23
24
25

26
27
28
29
30 (1) April 1 to October 31
31 (2) November 1 to March 31
32 (3) Paid for each unit of gas delivered to BC Gas plus any
33 units delivered to Westcoast for fuel gas; excludes
34 Westcoast commodity tolls
35 (4) Average commodity cost includes baseload, storage and
36 peaking gas commodity costs
37 (5) Based on average 1993 approved llestcoast tolls and
38 assumes a heat content of 38.6 MJ/m .
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1 1.5 Backstoppinq
2

3 On any day when BC Gas orders the interruptible buy-sell
4 supply and this supply fails to arrive at the interconnection

5 point, BC Gas will backstop the buy-sell interruptible supply

6 from its system supply pool if system supply gas for
7 interruptible customers is available. BC Gas will charge

8 Schedule 13 rates for this backstopping.

9

10 Buy-sell interruptible customers will not be charged for
11 backstopping on days that they are curtailed by BC Gas.
12

13 1. 6 Contract Term
14

15 Be Gas proposes that buy-sell interruptible customers must
16 remain on a buy-sell arrangement on a year to year basis with
17 a minimum one year term commencing November 1 of any year.

18 The November 1 to October 31 term is consistent with the
19 existing BC Gas gas supply arrangements and also with the

20 contract term for interruptible sales customers.
21
22

23 2.0 EFFECT ON CORE MAKET CUSTOMERS
24

25 If gas is supplied to interruptible customers under buy-sell

26 arrangements on the basis set out above there should not be an
27 immediate impact on the gas supply costs for core market
28 customers. However, in the longer term, buy-sell arrangements
29 for interruptible customers may increase the gas supply costs

30 for core market customers. To the extent that gas is supplied
31 to interruptible customers from buy-sell arrangements rather

32 than from system gas supply, there will be less gas taken in
33 off-peak periods from system gas suppliers. The reduction in
34 the volume taken from system gas suppliers during off-peak

35 periods will reduce the purchase load factor for gas supplied
36 to the core market under system gas supply arrangements. As
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1 the forecast load factor decreases the load factor for
2 purchases under buy-sell arrangements for the core market will

3 also decrease.
4

5 There is a relationship between the price paid for gas and the

6 load factor at which the gas is purchased. Al though it is not

7 possible to quantify the potential detriment to core market

8 customers, a reduction in the purchase load factor in the gas

9 purchase contracts used to supply the core market will likely

10 have the long term effect of increasing the costs of gas
11 supply to the core market.

\



BURD THERM PRICING

The material under this Tab addresses the price to be charged

to B. C. Hydro for natural gas supplied pursuant to The Amended

and Restated Burrard Thermal Interruptible Gas Purchase

Agreement made as of the 29th day of September, 1988 (the

"Burrard Agreement"). A copy of the Burrard Agreement is

found under Tab A.

i. 0 PHASE A DECISION

The Commission's Decision of February 21, 1992, at pages 25

and 26, addressed the pricing for gas supplied to the Burrard

Thermal electrical generating plant of B. C. Hydro ("Burrard

Thermal" or the "Burrard Thermal Plan"). At page 26 the

Decision states that "the Commission believes that the

"commodity cost" of $.89 /GJ derived by BC Gas is inconsistent

with the definition in the Burrard Agreement. A more
appropriate price might be the minimum price in Schedule 10 or

the minimum price accepted at an auction."

At page 26 of the Decision the Commission ordered BC Gas to

submit "a commodity cost which conforms to the intent of the

Burrard Agreement and, in the interim, the current commodity

cost of $. 93/GJ is to be continued". Commission Order

No. G-22-92 required BC Gas to comply with the orders and

directions incorporated in the Commission Decision. That

Order also provided that the Commission would accept amended

Gas Tariff Rate Schedules which conformed to the Decision.

As part of its July 15, 1992 filing responding to matters in

the Phase A Decision, BC Gas addressed the issue of the

appropriate pricing for gas supply to Burrard Thermal.

Included under Tab B are copies of pages 2-8 and 2-9 from the

July 15, 1992 filing. At Tab C is an August 7, 1992 letter
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1 from B.C. Hydro responding to the July 15, 1992 filing.
2 Commission Order No. G-91-92, dated September 29, 1992,
3 addressed the July 15, 1992 filing of BC Gas. As part of
4 Order No. G-91-92 the Commission ordered:

5

6 "3. Be Gas is to include further material on both7 pricing and priority of service to B.C.
8 Hydro's Burrard Thermal Plant in the Phase B
9 hearing application. In the meantime, a10 deferral account should be maintained to

11 account for the difference between current and12 proposed pricing."
13

14 For gas supplied under the Burrard Agreement BC Gas has been

15 billing B.C. Hydro a commodity price of $.93/GJ as required by'

16 the Commission's February 21, 1992 Decision. B.C. Hydro paid

17 the amount billed until October, 1992 when B.C. Hydro
18 unilaterally wi thheld payment and unilaterally and
19 retroactively adjusted the commodity price to $. 88/GJ. B. C.

20 Hydro has also adjusted downward subsequent billings.

21
22 As required by Commission Order No. G-91-92 BC Gas has
23 maintained a deferral account to account for the difference
24 between the two prices. As of the end of April 1993, the
25 difference between those two prices is approximately $800,000.

26 That amount has not been paid since B. C. Hydro has
27 unilaterally withheld payment.
28

29

30 2.0 FEBRUARY 16, 1993 APPLICATION

31

32 As a result of the refusal of B.C. Hydro to pay $.93/GJ, BC

33 Gas applied by letter dated February 16, 1993 for Commission

34 approval to file an amendment to the Burrard Agreement. A

35 copy of the February 16, 1993 Application is under Tab D. In
36 reply to the February 16, 1993 Application, B.C. Hydro filed

37 a letter dated March 23, 1993, a copy of which is under Tab E.

38
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In response to the March 23, 1993 letter of B.C. Hydro, BC Gas

submits (using the same numbering as in that letter):

1. Contractual and Jurisdictional Issues

BC Gas does not dispute that the Burrard Agreement is a

contract. However, the Burrard Agreement is also a rate

schedule. B.C. Hydro specifically agreed on page 2 of its

August 7, 1992 letter (Tab C) that the Burrard Agreement is a

tariff. In its Application of February 16, 1993 BC Gas does

not seek to have the Commission interpret a contract nor does

it seek to sue B. C. Hydro under the contract. BC Gas seeks

only to have the Commission approve an amendment to one of its

rate schedules. The Commission has jurisdiction to approve

the amendment and B.C. Hydro has not taken the position that

the Commission does not have jurisdiction.

2 . The Burrard Agreement

B.C. Hydro argues that the Burrard Agreement is a cost based

contract and that the cost is $ . 88/ GJ . B. C. Hydro submi ts

that stipulating a $.93 /GJ price would violate paragraph 3.03

of the Burrard Agreement. B.C. Hydro fails to recognize that

the Commission has already ordered that the price should be

$.93/GJ. The February 16, 1993 Application of BC Gas does not

seek to stipulate a price but rather seeks only to amend a

rate schedule in order to have the rate schedule conform to an

outstanding Order of the Commission.

3. The Rate Design Hearing

B.C. Hydro refers to evidence during the Phase A Rate Design

Hearing of BC Gas. The submissions of B.C. Hydro are an
attempt to re-argue Phase A issues. B.C. Hydro does not

address the fact that the Commission has ordered a price of

$.93/GJ . and that BC Gas is only seeking to amend a rate
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schedule in order to have the rate schedule conform to an

outstanding Commission Order.

4 . BC Gas' Revenue Requirement Hearing

In its submissions under item 4 of the March 23, 1993 letter

B. C. Hydro also attempts to re-argue Phase A issues. B. C.
Hydro again fails to address the fact that the Commission has

ordered a price of $.93 /GJ and that BC Gas is only seeking to

amend a rate schedule in order to have the rate schedule

conform to an outstanding Commission Order.

5. Domestic Natural Gas Supply Contracts Hearing

In its submissions under item 5 of the March 23, 1993 letter

B. C. Hydro further attempts to re-argue Phase A issues. B. C.
Hydro continues with its failure to address the fact that the

Commission has ordered a price of $.93/GJ and that BC Gas is

only seeking to amend a rate schedule in order to have the

rate schedule conform to an outstanding Commission Order.

3. 0 CONCLUSION

The March 23, 1993 submission of B. C. Hydro does not address
the fact that the Commission, in its February 21, 1992

Decision, ordered that a price of $.93 /GJ be charged by BC Gas

to B. C. Hydro for gas supply under the Burrard Agreement. If
B. C. Hydro did not agree with that Decision of the Commission

then B. C. Hydro should have sought a reconsideration of the

Decision or have otherwise appealed the Decision.

Having been ordered to charge a, price of $.93/GJ it is not

open to BC Gas to agree to a lower price. B.C. Hydro paid

$.93/GJ until October 1992 when B.C. Hydro unilaterally
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1 refused to pay that amount and unilaterally adjusted its
2 payments to reflect a price of $. 88/GJ.

3

4 The Commission has jurisdiction to approve the rate schedule

5 amendment sought by BC Gas and the amendment should be so

6 approved. B. C. Hydro should then make payment of the amount

7 due. The difference between the two prices will be recorded

8 in a deferral account and it will be open to B. C. Hydro to

9 make submissions regarding the disposition of that deferral

10 account.

\,
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AMED AN RESTATEBURR 'lRM IN"RRUPTIBLE GA PURCHE AGRE

~IS AGRE made as of the 29th day of Septe~ber,
1988 is an amèndment and re-statement of an agreement made as of
July 15, 1988 between the parties noted below.

BETWEEN :.

BRITISH COLUIA HYRO AN POR AU'ORITY,
a crown corporation established pursuant to an
Act of the Province of British Columbia and
continued under the Hydro and Power Authority
Act, RSBC, 1979, ch.188

( "Hydro If )

AND:
OF THE FIRST PART

B.C. GA INC. , a body corporate under
the laws of the Province of Br it i sh
Columbia, having its registered office at
2800 - 595 Burrard Street, Vancouver,
British Columbia, V7X lJ5

(the "eoapany")

OF THE SECOND PART

W HER E A S:

A. By separate agreement made as of the 15th day of July,

1988 (the "Asset Transfer Agreement") Hydro agreed to sell to

the Company and the Company agreed to purchase from Hydro certain

assets upon the terms more speci fically set out therein;

B. For the purposes of this Agreement, all capitalized

words shall have the same meaning given to those words in the

Asset Tr~nsfer Agreement, unless otherwise defined herein; and

C. Hydro owns and operates the Burrard Thermal electrical

energy generating station for the production of electrical energy

!
\.
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and requires an interrupt ible supply of natural gas to fuel its

operat ion of Burrard Thermal.

NOW TBRE THIS AGRB WI'fSET, that in
consideration of the mutual covenants and agreements in herein

contained, the parties hereto mutually covenant and agree that:

1.0 DEFINITIONS

Where used herein or in any amendment hereto, unless the

context otherwise requires, each of the following words shall have

the meaning s~t forth as follows:

(a) "Burrard Thermal" means the Burrard Thermal

electrical energy generating station owned and operated

by Hydro and situate at Port Moody, British Columbia;

(b) "Co..ity Cost" means the field commodity cost of
natural gas negot iated by the Company from time to time

for the purposes of this Agreement, the current cost of

which is S 1.03 per gigajoule;

(c) "Co..ity Tolls" means the commodity charges

prescribed by the toll schedules of Westcoast Energy

Inc. ("Westcoast") as approved from time to time by the

National Energy Board ("NEB") and applicable to the gas

supplied or delivered hereunder.

(d) "Contract Year" means each successive twelve-month

period of the Term commencing 8:00 a.m. PST September

30, 1988;

\\

(e) "Demad Tolls" means the demand charges prescribed

by the toll schedules of Westcoast as approved from time

to time by the NEB and applicable to the gas supplied or

del i vered hereunder.
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(f) "Period of Interruption" means the period during

which Hydro is required by the Company to cease or

curtail the use of natural gas under this Agreement;

(g) ,"Seasonal Gas" means that natural gas which can be

purchased by the Company over and above its system

requirements up to the limit nominated in its natural

gas supply agreements wi th third part ies; and

(h) "Ter." means that period described in section 7.01.

2.0 IN'UPTIBLE NATURA GA SUPPLY

2.01 The Company shall sell and deliver to Hydro natural gas

for use in Burrard Thermal and Hydro shall take and pay for such

natural gas upon the terms and conditions herein contained.

2.02 The supply and delivery of natural gas hereunder is

interruptible service. The obligations of each of Hydro and the

Company hereunder are in addition to the obligations of eadi under

the Burrard Thermal Firm Gas Purchase Agreement, made as of July

15, 1988.

2.03 Natural gas supplied hereunder shall be subject to the
terms and conditions from time to time contained in the Company's

gas tariff except where the terms of this Agreement are

inconsistent with the Company's gas tariff in which event the

terms of this Agreement shall prevail.

3.0 CHGES

3.01 Hydro shall pay the Company for the services provided

hereunder the total of:

(a) the Commodity Cost:
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(b) for Seasonal Gas, the applicable Westcoast Commodity

To 1 1 s ;

(c) for natural gas other than Seasonal Gas, the applicable

Westcoast Demand and Commodity Tolls;
i

(d) taxes directly on the charges under subsections 3.01 (a),

(b), (c), (e) and (f) herein, including social services

tax;

(e) such additional variable costs of the Company necessary

for the supply of natural gas hereunder; and

(f) 25 cents per gigajoule of natural gas supplied and

delivered hereunder.

3.02 The Company undertakes to negot iate with third part ies

to obtain natural gas to be supplied under this Agreement at the

lowest possible cost to Hydro.

3.03 Except with respect with to Commodity Costs in contracts

for the supply of natural gas negot iated with third part ies and

approved by Hydro, the Commodity Cost shall be adjusted from time

to time during the Term, so that the Commodity Cost provided

hereunder is no greater than the Commodity Cost for any other

sales customer of the Company.

3.04 Any credits obtained by the Company from Westcoast,

or any other monetary benefits which may be obtained by the

Company, other than payments made pursuant to sections 3.01 and

3.05 herein, relating to costs paid by Hydro shall be credited to

Hydro.
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3.05 Hydro may, at any time and from time to time, upon

reasonable not ice, direct the Company to cease the supply of

natural gas purchased by the Company, for the period of time

stated in the notice, and to commence delivery of natural gas

purchased by Hydro, for which services Hydro will pay the' Company
i

the total of:

(a) the applicable Westcoast Demand and Commodity Tolls,

unless otherwise paid directly by Hydro;

(b) taxes directly on the charges under subsections 3.05(a),

(c) and (d) herein, including social services tax;

(c) such additional variable costs of the Company necessary

for the delivery of natural gas hereunder; and

(d) 25 cents per gigajoule of natural gas transported and

del i vered hereunder.

In addition Hydro shall reimburse the Company for all

costs, expenses and liabilities (net of credits or other monetary

benefits) associated with the cessation of the supply of natural

gas purchased by the Company pursuant to contracts negot iated wi th
third parties and approved by Hydro.

3.06 Subject to section 8.0, and notwithstanding the
occurrence of an event of Force Majeure claimed by Hydro, during

each Contract Year the minimum aggregate annual payment by Hydro

to the Company for the supply or deli very of natural gas pursuant.

to subsections 3.0l(f) or 3.05(d), as the case may be, shall be

Five Million (S5,000,000) Dollars regardless of the quantity of

natural gas supplied or delivered to Hydro within any Contract

Year.
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3.07 Following each Contract Year, the Company will prepare

and deliver to Hydro an accounting with respect to each of

subsections 3.0l(a) to (f) and 3.05(a) to (d) herein and will

include in such accounting a request for payment of the amount, if

any, of any deficiency in the minimum aggregate annual payment

requirement. Hydro will pay the amount of any such deficiency

within twenty-one days of its receipt of the accounting and, in

the event the deficiency is not paid when due" the late payment

specified in section 10.02 shall apply to the unpaid deficiency.

4.0 USE

4.01 The Company shall provide to Hydro, as soon as possible

and not later than October 30, 1988, estimates of the minimum

and expected annual Seasonal Gas available in each of the three

Contract Years following the execution of this Agreement and shall

provide similar such estimates on or before May 1, 1~89 and on

May 1st of each year thereafter.

4.02 The Company shall make available to Hydro not less than

20 petajoules of natural gas during each Contract Year.

4.03 If in any Contract Year Hydro does not use all 20

petajoules of natural gas made available by the Company pursuant

to section 4.02 herein, such shortfall may be taken in the four

following years provided that:

(a) 20 petajoules for the current Contract Year has first

been taken;

(b) thermally equivalent volumes carried over from the

fourth previous Contract Year are taken next; and
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(c) thermally equivalent volumes carried over from the

third, second and first previous Contract Years are

taken next.

When taking natural gas pursuant to this section, Hydro
shall pay to the Company the amounts set out in subsect ions

3.0l(a) to (e) inclusive if the natural gas is purchased by the

Company, or subsections 3.05(a) to (c) inclusive if the natural

gas is purchased by Hydro: but need not pay the amounts in

subsections 3.01(f) and 3.05(d).

4.04 Natural gas supplied or delivered hereunder shall be

considered, for billing purposes, as having passed through the

Company's gas metering station on the Burrard Thermal property

after natural gas supplied to Hydro by the Company under the

Burrard Thermal Firm Gas Purchase Agreement made as of the 15th

day of July, 1988, or any agreement which succeeds or replaces the

Burrard Thermal Firm Gas Purchase Agreement.

4.05 If in any Contract Year the Company is in breach of

sect ion 4.02 herein and Hydro elects to prorate, pursuant to

section 8.0 herein, the minimum aggregate annual payment of five

million dollars to reflect the reduced supply of natural gas made

available by the Company, the difference between 20 petajoules of

natural gas and such reduced supply of natural gas may be taken in

the four following years as provided in subsections 4.03(a) to (c)
inclusive. When taking natural gas pursuant to this section,

Hydro shall pay to the Company the amounts set out in subsections

3.0l(a) to (f) inclusive if the natural gas is purchased by the

Company, or subsections 3.05(a) to (d) inclusive if the natural

gas is purchased by Hydro.
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5.0 . CONNCTION

The point of del i very shall be at the outlet of the
Company's gas metering station on the Burrard Thermal property.

6.0 CURTAILM

6.01 The supply and delivery of natural gas provided herein

is on an interruptible basis and may be interrupted or curtailed

by the Company at any time and from time to time only if such

interrupt ion is reasonably required by the Company. The Company

undertakes to use its best efforts to minimize any period of

interrupt ion required by the Company for the maintenance, repair

or construction of the Company's facilities.

6.02 The Company may give Hydro notice (which in the

Company's discretion may be oral, including notice by telephone to

the Burrard Superintendent, or written) to cease or curtail the

use of natural gas under this Agreement, which notice shall be not

less than six hours in advance of the period of interruption, and

Hydro shall, in accordance with the notice, cease or curtail such

use before commencement of the period of interruption as specified

in such notice, and shall not begin to use natural gas again or to

use natural gas beyond the curtailed amount until so authorized by

the Company. If the Company has a reasonable expectation that it

may exceed its Westcoast contract demand, the Company may give

Hydro notice, as provided herein, to cease or curtail the use of

natural gas under this Agreement, in which case such notice shall

not be less than two hours in advance of the period of

interrupt ion.

6.03 Subject to regulatory approvals which apply from time to
time, the priority for the interruption .or curtailment in the
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supply or delivery of natural gas under this Agreement shall be as

follows:

( a) (i) the Company's requirements to refill storage
,

capaci ty equivalent to its existing storage

facil i ties:

(ii) the supply or delivery of natural gas under

interruptible sales and service agreement s, and

renewals thereof, wi th customers who have entered

into interruptible agreements prior to the date of

this Agreement including any such agreements

converted into sales and/or service agreements

following the date of this Agreement: and

(iii) the supply or delivery of natural gas under

interruptible sales or service agreements, and

renewals thereof, with customers who have entered

into interruptible agreements subsequent to the

date of this Agreement, which agreement s, insofar

~s they relate to the natural gas market in the

Lower Mainland, in the aggregate provide for the

delivery and/or sale of five petajoules of natural

gas,

shall have priority over the supply or delivery of natural gas to

Hydro under the Agreement;

(b) , the supply or delivery of natural gas to Hydro under

this Agreement shall have priori ty over:

(i) the Company's requirements to refill storage

capaci ty in excess of an amount equivalent to its

existing storage facilities; and
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(ii) the supply or delivery of natural gas under

interrupt ible sales or service agreements, and

renewals thereof, with customers who have entered

into interrupt ible agreements subsequent to the

date of this Agreement, which agreements, insofar

as they relate to the natural gas market in the

Lower Mainland, are for the supply or delivery of

natural gas in excess of five petajoules;

(c) for natural gas taken in any year following terminat ion

of this Agreement by virtue of either section 4.03 or

4.05 herein, the Company i s requirements to refill

storage capaci ty equivalent to exi st ing storage
facilities and the supply or delivery of natural gas in

(a)(ii) and (iii) herein shall have priority; and the

interrupt ion or curtailment in the supply or del i very 0 f
natural gas to Hydro shall be on a basis equal to all

other interruptible gas customers of the Company. In

any year, other than a Contract Year, Hydro shall have

no right to take greater than 20 petaJoules of natural

gas under this Agreement.

6.04 In the event a system emergency on the Hydro electrical

system is declared by Hydro, then for the duration of such system

emergency Hydro shall have priority for the interrupt ible supply

or delivery of natural gas over those requirements and

interruptible agreements referred to in section 6.03. For natural

gas taken by Hydro under this section, Hydro shall pay a rate or

rates which equal the rate or rates that would otherwise have been

paid to the Company by those customers of the Company whose supply
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or delivery of natural gas is interrupted or curtailed due to the

declaration by Hydro of a system emergency on the Hydro electrical

system. When interrupting or curtailing other customers of the

Company under this section, to the extent permitted by good
.

utility practice, the Company shall use' its best efforts to

minimize the cost to Hydro under this section.

6.05 If Hydro fails to comply with a Company direction to

cease or curtail the use of natural gas as set out in

section 6.02, Hydro shall pay for each unit of gas taken in excess

of the curtai led level the rate set out in Company's Rate

Schedule 2501 as amended from time to time, or a successor

schedule, for takes by a customer beyond a curtailed level, which

rate is presently Sl8.tl4 per gigaJoule. Notwithstanding the

foregoing, Company may immedi ately discont inue the supply of

natural gas to Hydro in the event of a failure by Hydro to cease

or curtail the use of natural gas as set out in section 6.02.

7.0 TERM

SuOject to section 8.0, this Agreement shall commence at

0800 PST on July 16, 1988 and shall terminate and be of no

further force or, effect at 0800 PST on September 30, 19~8,

provided that such terminat ion shall be subject to the right sand

remedies of both parties accruing to the date of termination such

right and remedies shall survive such termination.

8.0 NON-PERFORMCE

In the event that the Company is unable to fulfill its

obligations under section 4.02 herein, Hydro's only recourse

shall be to elect to terminate this Agreement or elect to pro rat e

the minimum aggregate annual payment of fi ve mi Ilion dollars to

reflect the reduced supply of natural gas.
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9.0 CHTS

Hydro shall, at the request of the Company:

(a) ,( i) change charts at 0800 PST on the first day of each

month and at 0800 PST on any day a chart change is

- required,

(ii) enter all the information required to complete the

rever se s ide of each chart as it is removed from

the meter,

(iii) send all completed charts to the Company in a

manner specified by the Company except for those

charts removed during the final four (4) days of

each month which wi II be picked up by a

representative of the Company on the first working

day of the following month,

(iv) wind the clock mechanism, ink and service the

recorder pens, and report forthwith mechanical

failure to the Company,

(v) take readings of front and rear aials at 0800 P~T

on each working day and telephone them to the

Company by noon the same day,

(vi) advise the Company as soon as possible of any

actual or anticipated. abnormal change in Hydro's

rate of consumption of gas i or

(b) permit the Company to maintain on Hydro' s premises

aforesaid, the necessary communication circuit and other

facilities for the purpose of telemetering Hydro's gas

consumpt ion.
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10.0 ACCOUNS

10.01 Bills will be rendered by the Company to Hydro on a

monthly basis in respect of natural gas actually used at Surrard

Thermal. The due date for payment of bills shown on the face of
the bill is twenty-one days following receipt of the bill. Hydro

shall pay to the Company at a Company office located wi thin the

Lower Mainland des ignated by the Company from time to time for

such purpose the full amount on the bill.

10.02 If the amount due on any bi 11 has not been paid in full

on or before the due date shown on such bill, and if the unpaid

balance is $30 or more, a further bill will be rendered to include

the overdue amount plus a late payment charge of 1-1/2% (equiva-

lent to 19.6% per annum when compounded monthly). Notwithstanding

the due date shown, to allow time for payments made to reach the

Company's payment processing centre and to coordinate the billing

of late payment charges with scheduled billing cycles, the Company

may, in its discretion, waive late payment charges on payments not

processed unt il a number of days after the due date.

11.0 SUSPENSIONS

I f as a result of any emergency or force beyond the

reasonable control of either party herein or strike, lockout or

other such disturbance of either party (the "Force Majeure"),

either party is or was wholly or partly unable because of the

Force Majeure, to perform an obligation arising from this

Agreement and claims that a Force Majeure is occurring or has

occurred and reasonably establishes that fact, then the

performance of the obligation shall be deemed to be suspended

provided always that:
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(a) the suspension shall be of no greater scope and no

longer durat ion than the Force Majeure,

(b) the non-performing party shall make its best ef,forts to

counter the Force Majeure or to otherwise remedy its

inabili ty to perform the obligation,

(c) a performance required at a time other than when the

Force Majeure is occurring shall not be excused by the

Force Majeure, and

(d) an obligation to make a payment when due shall not be

excused by the Force Majeure.

12.0 INDEMITY

12.01 Subject to the Financial Administration Act S.B.C. 19ai,
c. 15, as amended, and the Hydro and Power Author i ty Act R. S . B. C.
1979, c.iaa, as amended and the regulations thereunder:

(aJ Hydro shall be liable for and shall indemni fy and save

harmless the Company, its employees and agents, from and

against any and all damage" loss" cost and expense which

the Company, its employees or agents, may suffer or

incur: and

(b) Hydro shall indemnify and save harmless the Company, its

employees and agents, from and against all claims,

demands, costs, actions and causes of action whatsoever

(including assessments by the Workmen's Compensat ion

Board of Br i t ish Col umbi a) whi ch may be brought or made
against the Company, its employees or agents,
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in either case caused by, arising out of, or connected in any way

wi th any of Hydro' s equipment or any use thereof or disturbing

element caused" permitted or introduced by Hydro or Hydro' s

equipment, or caused by, arising out of or connected in any way
with any açtion, effect or use of gas after the same shall have

been delivered to Hydro.

12.02 Hydro, its employees or agents, will not be liable to
the Company pursuant to paragraph l2.0l(a) for any loss of revenue

or profits or other indirect, consequent ial or financial loss

whether such loss is caused by an act or omiss ion of Hydro, its

employees or agents, later found to be negligent or otherwise.

13.0 MISCEOUS

13.01 The Company will prepare and maintain records related to
the supply and delivery of natural gas hereunder, which records,

will be open to audit examination by Hydro during regular business

hours of the Company during the term of this Agreement and for a

period of one year after the terminat ion of this Agreement.

13.02 No waiver of or failure by the Company to enforce any
right or to exercise any remedy provided in the Agreement shall

affect or prejudice the rights and remedies of the Company in

respect of any future or other breach of the Agreement by Hydro or

in respect of any matter for which the Company may be entitled to

discontinue the supply of natural gas.

13.03 Any not ice report or other document that either party
may be required or may desire to give to the other shall be in

writing, unless otherwise provided for, and will be deemed to be

validly given to and received by the addressee, if served

personally, on the date of such personal service or, if delivered

by mail, telex or facsimile copier, when received:
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(a) if to the Company:

B.C. Gas Inc.
#2300, 1066 West Hast ings Street
Vancouver, B. C.
V6E 3G3

Attention: Secretary

(b) if tò Hydro:

British Columbia Hydro and Power Authority
970 Burrard Street
Vancouver, B.C.
V6Z 1 Y3

Attent ion: Comptroller

or at such other address as either party may from time to time

designate by notice in writing to the other.

13.04 Notwithstanding section 12.03, notice of interruption or
curtailment of the supply of natural gas shall be given in

accordance with the provisions of section 6.02 of this Agreement.

13.05 This Agreement is subject to the Company obtaininy and

maintaining any regulatory approvals that may be required.

13.06 A party shall not commence any legal proceedin~s against

the other party in respect to the interpretation or enforcement of

this Agreement unless and until it has first taken all reasonable

steps to resolve the matter in issue with the other party, and

included in such reasonable steps is the right of a party to

submit any dispute, with the other party, arising out of this

Agreement to a single arbitrator in accordance with the provisions

of the Commercial Arbitration Act or any re-enactment or amendment

thereof.
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13.07 Notwithstanding any statutory limitation to the
contrary, a party shall not commence any action, arbitration or

other proceeding between the parties after the expiry of a period

of two years after the issue in dispute arose.

13.08 Upon execution by the parties, this Agreement replaces
and supersedes the prior Agreement made as of the 15th day of

July, 1988 between the parties.

IN WITNSS WHREOF the parties hereto have caused

this Agreement to be executed as of the day and year first above

written.

THE COMMON SEAL OF BRITISH )
COLUMIA HYRO AN POWER )
AUTORITY was hereto affixed )
in the presen e of: )

)
)
)
)

cis

THE COMMON SEAL OF B.C. GA )
INC. was affixed hereto in )
the presen of: )

)
)Au )

WPD-H/MG/2-2

cis
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Burrard Commodity Pricing (Decision p. 26)

The Commission orders BC Gas to submit for approval by April 30, 1992,
a commodity cost which conforms to the intent of the Burrard Agreement
and, In,the interim, the current commodity cost of $.93/GJ is to be
continued.

BC Gas has had a number of discussions with BC Hydro concerning the commodit cost

for the amended and restted Burrrd Therm Interrptible Gas Purchase Agreement made

September 29, 198 and as amened ("Burrrd Agreemenl), but has not been able to reach

an agreement BC Gas submit that the Burrrd Agreement commodit cost for

interrptible saes should be the a~erage commodit price under BC Gas' long term supply

contract. However, BC Gas believes the price and the priori of service are linked, since

the access to valley gas by Burrrd affecs the amount and availabilit of gas for the auction

and for of-system saes. Arrngements for an auction and off-system sales were not

contemplateØ at the time the Burrrd Agreement was drafted, resulting in ambiguit

regrding the respective prioriies of gas moving to Burrrd, or to contractual or auction

arrngements. At the time of the hearing, questions about the priori of Burrrd gas

relative to auction saes were not resolved. If Burrrd is to receive gas at a price equal to

the commodit price under the long term supply contracts, then the priori to Burrrd

should be at a level which doe not adversely affect the auction of gas or contractual sales

of gas off the BC Gas system.

The Burrrd Agreement is a rate schedule under Secion 67 of the Utilities Commission Act

filed as BC Gas Lower Mainland Division Tari Supplement NO. 11 ("Burrrd Agreement

Tari). The BCUC may choose to set a market price that it considers more appropriately

obtains an adequate core market contribution, such as the price set for Schedule 10

interrptible sales. The Burrrd Agreement Tari also recognizes that priorities can be the

subject of regulatory decisions, in order to maximize public interest (Clause 6.03).
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BC Gas' objecive in clariing the priori of service is to reaize as great a contribution as

possible to the Core Market This can only be achieved by giving the potential of-system

saes customers and auction gas customers as much certinty as possible that gas will be

available, but this must be balanced by the nees of Burrrd ThermL. BC Gas' suggestion

Qaid out in our Auction proposa. page 12) is to give Burrrd priori over the Auction and

off-system saes on a monthlv basis, but to give the various interrptible sales schedules

and the Auction priori over Burrrd on a dailv basis. The best result would be for Burrrd

Therm to be required to indicate its reasonable needs, recognizing that ambiguit reduces

vaue to the Core Market The effecive date and pricing level of any revised commodit

price to Burrrd Thermal. as well as the priorit of service, should be the subject of a fuure

hearing.
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Darlene Barnett
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7 August, 1992

British Columbia Utilities Commission
6th Floor. 900 Howe Street
Vancouver. B.C.
V6Z 2N3

Attention: R.J. Pellatt
Coroi ssion Secretary

Dear Sirs:

Re: B.C. Gas Inc. Responses Dated July 15. 1992 to Matters
in the Rate Design Phase A Decision Pursuant to
BCUC Order No. G-22-92 Dated February 21 ~ 1992

We are in receipt of the above document and wish to respond
specifically to the B.C. Gas Respon~e in Tab 2, pages 8 and 9:

The Burrard Agreement is very clear on the appropriate commdi ty
cost and B.C. Hydro submits that the Burrard Agreement comdity cost for
interruptible gas purChases should be the field commdity cost of SO.88/GJ
as negotiated by B.C. Gas for the gas contract year November I, 1991 to
October 31, 1992. B.C. Gas has submitted that the SO.88/GJ commdity cost
negotiated under the B.C. Gas long term supply contracts should also be
applicable to Burrard. B.C. Hydro agrees with B.C. Gas on this point.

However, B.C. Hydro does not agree that the commdity cost included
in the total charge that Burrard pays for Seasonal Gas is dependent on
changes to or subject to reaching agreement on the interpretation of any
spec; fie contract condi tion. The minimum annual payment of S5 mi 11 ion,
volume. transportation cost, and curtailment priority were some of the
contract terms cons i dered when B. C _ Hydro agreed to the charges in Clause
3.0 of the Burrard Agreement. B.C. Hydro agreed to conditions in the
Burrard Agreement in order to obtain the lowest comity cost negotiated
by S.c. Gas. B.C. Hydro cannot agree to a different commdity cost
imposed on Burrard without "off-setting" changes to other contract
conditions that were negotiated as part of the Burrard Agreement. B.C.
Hydro submits that the commdity cost in the Burrard Agreement is an
integral part of the total package of terms and conditions negotiated with
the cost of gas. The sanctity of an existing contract should be honoured.

r,riti::h (,-'!um::l;l HH.tr.. and Pmn:r Aul!Of!'', 3,3:' Diim.muif $m:,:L Vanouver B.C. Cmti.: V6B 5R3
.~~ )
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BgC. Uti 1 ities Comission
Attention: RgJ. Pellatt -2- 7 August. 1992

When the Burrard Agreemnt was negotiated. the issue of priority
was, and continues to be of major importance to B.C. Hydro, clnd is
certainly recognized in Clause 6.0 of the Burrard Agreemnt. Burrardl s
priority. ahead of future interruptible gas sales of B.C. Gas, was
negotiated by B.C. Hydro in Clause 6.0 as part of the Burrard Agreemnt.
8.C. Hydro agrees with B.C. Gas that Burrard usage may have an effect on
auction or off-system sales, and BgC. Hydro has proposed to B.C. Gas a
procedure as per the attached letter to enable an auction process to
proceed. B.C. Gas has not discussed with B.C. Hydro its Auction Proposal
as submitted in its response to the Comission. The Auction Proposal is
unclear on how priorities will change in the transition from daily to
month ly requ i rements. B.C. Hydro is also concerned that the Auction
Proposal will impact adversely on the operation of Burrard, especially
when Burrard requirements in the "shoulder months" are very 1 ikely to
exceed the available Seasonal Gas supply even without any auction or of£-
system sal€s.

We agree with B.C. Gas that the Burrard Agreement in its entirety is
a ..tariff". Although the B.C. Gas proposed redefinition of the coimdíty
cost and a new priority may be beneficial to its customrs. B.C. Hydro
submits that deletion of other Burrard Agreement obligations such as the
15 million minimum annual paymnt and lower transportation rates would
certainly be beneficial to B.C. Hydro customrs.

We request the Cooission to continue to recognize the priority
negotiated by the part1es in the Burrard Agreement and support Our
proposal to B.C. Gas as outlined in our 2 July 1992 letter to enable 8.C.
Gas to initiate the Auction Process.

Yours sincerely,

~O.M. Barnett

OMB: i c
Attach.

cc: K- Epp
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Mr. W. G. Bierlmeier
Vice Prdent, Gas Supply
B.C. Gas Inc.
3777 Lougheed Highway
Burnaby, B. C.
V5C 3Y3

Dear Mr. Bierlmeier:

AB indicate in our meetig of.24 June 1992 regardig the priority of
Seasonal Gas supply to Burrd. it is our position tht the supply to Burd
must tae priority over gas sold on the aucton procs. However B.C. Hydro
pro~s the followig procur for a tral period of one yea to enable the
auction proess to proed:

;,..

1. B.C. Gas wil, on or before the seventh day of each month. provide B.C.
Hydr with a foret of Sesona Gas available for the followig
caendar month. ..,.~

2. B.C. Hydro will provide B.C. Gas with a forect ofSeona Ga
reqements on or before the seventeth of each month for supply to
Burrd for the followi calendar month.

3. The surlus Seasnal Gas above the Burrd monthy foreste
requirement may be offered by B.C. Gas for the aucton proc.

4. B.C. Hydro will us reasonable effort to tae the forecste
requiement of Sesona Gas withn the range of 80 to 120 per cent of
the forecate requirement.

5. Should the actual Sesona Gas take OCur outsde the 80 to 120

per cent rae B.C. Hydro will provide B.C. Gas with reasons why B.C
Hydro plans chaned. Some of the reasns that we expct could
include:

a. Force Majeure or emergency conditions includig unanticipate
loc operating contraints.

b. A major loss of system load or an unforecasted major increase in

demand.

Bniisii Columbia Hvdro and ?ower ,ii,UihO('(\', 333 Dunsmuir Slrèc, V;UKouv.-r R,C V6B SR3
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c. New system studies indicating that the System Margnal Cost of
energ have chaed substatially in relation to the cost of
Burrrd generation on Seasona Gas.

d. An unexpd chage in system supply due to lugh nioff or
lack thereof.

e. Undue advers fiancial impact on B.C. Hydr if the operation
at Burrrd is not ched.

f. Reatory requirements such as curtaent under our
Emissions Permts.

We anticipate tht major chges from forecte monthy reqred
amounts wil normy be infequent. We ar prepa to work with B.C. Gas
to alow B.C. Gas to maze its revenues on unus Seasnal Gas but at
the sae tie we caot jeopaze our contract rights to gas for Bur
generation.

Yours try,

--./ L--.' ,'--C ~~
K.M. Lui P.-Eng.
Maager
Power Syste ContIfct

cc: K. Epp



Be Gas Inc.
1066 West Hastings Street
Vancouver, British Columbia
Canada V6E 3G3

Tel (604) 443-6607
Fax (604) 443-6789

David M. Masuhara
Vice :Jresidenl
Leg: and Regula:ory Affairs

(j
BCGas February 16, 1993

British Columia utilities Commission
Box 250
sixth Floor, 900 Howe street
Vancouver, - B. C. V6Z 2N3

Attention:~ Hr. R.J. Pe1~att, Commission secretary

Dear Sirs:

Re: British Columia Hydro and Power Authority
and Commission Order G-22-92

Commission Order G-22-92 ordered BC Gas to comply with the
orders and directions incorporated in the Commission's
Decision of FebruarY 21, 1992. At pages 25 and 26 of the
February 21, 1992 Dècision the Commission discussed pricing
for the Burrard Thermal electrical generating plant of
British Columia Hydro and Power Aut:ority ("B.C. Hydro").
The final paragraph of the part of the Decision which deals
wi th pricing for Burrard Thermal states:

liThe Commission orders BC Gas to submit for

approval by April 30, 1992, a commodity cost which
conforms to the intent of the Burrard Agreement
and, in the interim, the current commodity cost of
$.93/GJ is to be continued".

By letter dated April 30, 1992 BC Gas reported to the
Commission regarding its discussions with B. C. Hydro
respecting the pricing, priority of service and availability
of gas to Burrard Thermal. On July 15, 1992 BC Gas filed
with the Commission responses concerning matters arising
from the February 21, 1992 Decision including a response
relating to the pricing for Burrard Thermal. At page 2-8,
under Tab 2 of that filing, BC Gas stated:

liThe Burrard Agreement is a rate schedule under
Section 67 of the utilities Commission Act filed
as BC Gas Lower Mainland Division Tariff
Supplement NO. 11".
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By letter dated August 7, 1992 B.C. Hydro wrote to the
Commission respecting the July 15, 1992 filing. In the
August 7 letter B. C. Hydro stated:

"We agree with BC Gas that th~ Burrard Agreement
in its entirety is a "tariff"."

By Order G-91-92 dated September 29, 1992 the Commission
ordered BC Gas to include further material on both pricing
and priority of service to the Burrard Thermal Plant in the
Phase B hearing application. The Order stated:

,.

"In the meantime, a deferral account should be'
maintained to account for the difference between
current and proposed pricing".

For gas delivered to B.C. Hydro under the Amended and
Restated Burrard Thermal Interruptible Gas Purchase
Agreement (the "Burrard Agreement") BC Gas has been billing
B. C. Hydro a commodity cost of $. 93 /GJ as set out in the
Commission's Decision of February 21, 1992. B.C. Hydro paid
as billed until October 1992 when B. C. Hydro unilaterally
withheld payment on the basis that B. C. Hydro was
retroactively adjusting back to November 1, 1991 the
commodity cost from $. 93/GJ (as set out on page 26 of the
February 21, 1992 Decision) to $.88/GJ. B.C. Hydro has also
adjusted downward subsequent billings.

BC Gas has indicated to B. C. Hydro that if B. C. Hydro does
not agree that the amount of $. 93/GJ set out in the February
21, 1992 Decision is to be the price paid by B.C. Hydro,
then B. C. Hydro should apply to the Commission for a
revision. B.C. Hydro has responded by indicating that it
will only pay $. 88/GJ and that BC Gas should apply to the
Commission.

Order G-22-92 provided that "The Commission will accept,
subject to timely filing, amended Gas Tariff Rate Schedules
and Tariff Supplements which conform to the Commission's
February 21, 1992 Decision". BC Gas did not file amendments
relating to the Burrard Agreement as B.C. Hydro was paying
the commodity cost of $.93/GJ set out in the Commission's
Decision. However, as B.C. Hydro now refuses to pay that
price and as it has retroactively adjusted its paYments back
to November 1, 1991, BC Gas hereby applies, pursuant to
Order G-22-92, to file the attached amendment to the Burrard
Agreement. The amendment conforms with the Commissions's

i
\
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Decision of February 21, 1992 and, as set out above, both BC
Gas and B.C. Hydro agree that the Burrard Agreement is a
tariff.

truly,

cc: Mr. P.D. Swoboda
B.C. Hydro
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and requires an interruptible supply of natural gas to fuel its
ope rat i on of Burrard Thermal.

NOW THEREFORE THIS AGREEMENT WITNESSETH, that in
consideration of the mutual covenants and agreements in herein
contained, the parties hereto mutually covenant and agree that:

i.o DEFINiTIONS

Where used herein or in any amendment hereto, unless the
context otherwise requires, each of the. following words shall have the
meaning set/forth as follows:

(a) .Burrard Thermal. means the Burrard Thermal electrical
energy generating station owned and operated by Hydro
and situate at Port Moody, British Columbia;

(c)

(b) .Commodity Cost. means the field commodity cost of
natural gas negotiated bY the Company from time to
time for the purposes of this Agreement, or such other
cost as determined by the British Columbia Utilities C
Commi.ssion. For the period from November 1, 1991
until further order of the British Columbia Uti1 ities
Comissi.on the commodity cost is $0.93 per gigajou1e;

.Commodity Tolls. means the commodity charges
prescribed by the toll schedul esof Westcoast Energy
Inc. (ftWe~tcoastft) as approved from time to time by
the National Energy Board ("NEB") and app1 icab1e to
the gas supp 1 i ed or deli vered hereunder.

(d) .Contract Year. means each súccessive. twelve-month
period of the Term commencing 8:00 a.m. PST September
30, 1988;

.Demand Tolls. means the demand charges prescribed by
the toll schedu1 es of Westcoast as approved from time
to time by the NEB and applic~b1e to the gas supplied
or deli vered hereunder. .

(e)

By . ..............." . . . . . . . . . . . . . . . .

FEB 1 6 1993
Accepted for Filing' .................

.... .... ....... ............... .......

~

D. M. MASUHARA
VICE PRESIDENT
LEGAL AND REGULATORY AFFAIRS

BC GAS INC.
1066 West Hastings Street
Vancouver, B.C. V6E 3G3

SECRETARY
BRITISH COLUMBIA UTILITIES COMMISSION

EFFECTIVE

..... ..... .......... .... ....... ......
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Tho. M. ThOlson
Vice-President
Corprate and Abriginal Affairs
Tel: 623-3878
Fax: 623-4014

Briti sh Columbia Util ities Commi ssion

Sixth Floor, 900 Howe Street.
Box 250
Vancouver, B.C.
V6Z 2N3

23 March 1993

Dear Sirs:

Attention: Mr. R.J. Pellatt,
Commi ss i on Secretary

Re: B.C. Gas/Commission Order G-22-92

Further to our letter of 23 February, 1993, we wisn to respond in detail to
B.C. Gas i s letter to the Commission of 16 February, 1993.

B.C. Hydro unequivocally opposes the Order sought. The ramifications of such
--an, Order wou 1 d be cons i derab 1 e. The Order wi 11 affect all customers who

purchase from a regu 1 ated ut i 1 i ty by way of contract. There are also
jurisdictional issues raised.

Firstly, we wish to ensure that no false impression is left by Mr. 'Masuhara iS
letter to the Commission of 16 February, 1993. At page two thereof he states
that: i B.C. Hydro has responded by indicating ... that BC Gas should apply to
the Commission.. By this response we were suggesting that B.C. Gas apply to
the Commission to confirm that $.88/GJ is the proper price under the Burrard
Agreement.

We wish to make the following submissions:

1. Contractual and Jurisdictional Issues:

The Burrard Thermal Interruptible Gas Purchase Agreement is a contract.
It has been filed with and approved by the B.C.U.C. The British
Columbia Court of Appeal in the case of Crestbrook Pulp And Paper Co. v.
Columbia Natural Gas Ltd. (1978) 87 D.L.R. (3d) 248, stated at page 253:

IIWhile a contract may be filed and approved as part of a
rate schedule, it does not thereby lose its identity as a
contract: see ss. 23, 39 and 53 and also the definition of
IIrate" in s. 1. Similarly, if a utility sues a customer for

the price of gas sold, the basis of its claim is the
contract of sale and not a provision of the Act.1I

~ Bntish Columbia Hydro and Power Authonty, 333 Dunsmuir Street. Vancouver B.c. \'6B 5R3
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It follows from this that the Burrard Agreement in question retains its
character as a contract. A contract requ i res agreement of the part i es.
We respectfully submit that for the Commission directly or indirectly to
alter. amend or obviate specific provisions of this contract. destroys
the character of the Agreement as a contract. We further respectfully
submit that if the Commission is inclined to disapprove or vary any
provi s ions of the contract, then it can and shou 1 d on ly do so' when there

is an application for the same before it. There was no such application
in the B.C. Gas Rate Design hearing. This is discussed more fully
be low.

The Convission stated at p. .25 of its 21 February 1992 Decision in thismatter: .
"... the price paid for interruptible gas is equal to Be
Gas' commodity cost of gas in the field (T. 2018). The
Burrard Agreement was approved as part of the sa 1 e of the
Lower Mainland Gas Division and is beyond the Commission's
purview until it expires." (Emphasis added)

The Convission went on to state at p. 26:

"When the Burrard Agreement was entered î nto. all. natura 1
gas costs were streamed on a single variable cost basis for
each customer class. The convodity cost identified in the
Burrard Agreement was the total cost of gas for i ndustri a 1
purposes at the time. However. the Utility no longer buys
its as on a streamed basis. Therefore the Commission
believes that the "commodity cost" of .89/GJ derived by BC
Gas is inconsistent with the definition in the Burrard '.
Agreement. A more appropriate price might be the minimum
price in Schedule 10 or the minimum price accepted at an
auction. II (Emphasis added)

The Convission then made the order in question.

With great respect to the Commission. we make the following submissions:

(a) It is inconsistent for the Commission to state that the Agreement
is beyond its purview until it expires, and then go on to make
orders which are contrary to that Agreement. It is acknowledged
by all parties that $.93/GJ is not the price provided for by the
Agreement.

(b) The issue of what price conforms to the intent of the Agreement is
a matter for the parties to that Agreement or. in their stead. a
Court or an arbitrator. We would again refer the Commission to
the Crestbrook case. above-noted. at p. 255 where the Bri t ish '
Columbia Court of Appeal stated:
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II I shou 1 d note that another way in wh i ch Co 1 umb i a i s

argument was put was to this effect: Columbia says
that it charged the proper rate; Crestbrook says it
did not; the issue is, what is the rate, and so the
dispute relates to the essence of rate-making, which
is under the supervision of the Commission. I cannot
accept this. This dispute is not over rate-making.
The rate was IImadell by the contract and its acceptance
for filing. The dispute is over the interpretation
and implementation of the contract. II

The Court of Appeal determi ned that issues of contractud í
i nterpretat i on were for the Court rather than the Commi ss i on.

Here, the questions of the intent of the parties and a. price which
conforms to the Agreement, are matters for a Court or arbitrator.

(c) While it may be correct that costs are no longer streamed for each
customer class, costs are still streamed but on the basis of the
nature of supply, viz. firm or interruptible. Therefore, with all
respect to the Commission, it is incorrect to say that lithe
Utility no longer buys its gas on a streamed bas 

is 
II .

(d) In its 15 Ju ly, 1992 response to matters in the Rate Des i gn Phase
A Decision, B.C. Gas confirms that the commodity cost for
interruptible sales should be the average commòdity price under
B.C. Gas long term suppiy contracts. (p. 2-8). B.C. Gas is'
concern was mainly with the proposed auction and priorities in
relation thereto. There was no issue taken with price per see

2. The Burrard Thermal Interruptible Gas Purchase Agreement:

The Commission should be mindful of the terms of the, Agreement in
question. We append a copy of that Agreement for your ease of

: reference. Some of the relevant provisions are ss. 3.01, 3.02, 3.03,
3.06, 7.0 and 13.05.

SSe 3.01 clearly establishes that the contract is a cost, rather than
market value, based contract. Under SSe 3.02 and 3.03, B.C. Gas must
negotiate for supply at lowest possible cost to B.C. Hydro. The
conuodity cost to B..C. Hydro must be no greater than the commodity cost
for any other sales customer of the company. Everyone is agreed that
that cost, in this case, is $.88/GJ. (This is discussed below.)
Stipulating a $.93/GJ price would violate paragraph 3.03 of the Burrard
Agreement.

The term of the contract is until September 30, 1998 and normally the
contract would not be SUbject to revision, unless the parties agreed,
prior to that time.
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The Burrard Agreement is, of course, a "package". It is an integrated
whole and if one of its provisions is to be arbitrarily altered or
reinterpreted, then that logically has consequences for the other
provisions. While it may seem that the price of gas is in question
under the Burrard Agreement, we pOint out that s. 3.06 of the Agreement
calls for a minimum $5 million payment to B.C. Gas regardless of
quantity taken. Obviously, this provision, amngst others, must then
also be altered by the Commission. Otherwise the effect is to increase
costs borne by B. C. Hydro's cu stomers . '

Under s. 13.05 the Agreement is SUbject to the company maintaining
regulatory approval. It is arguable that if the Commission in effect
alters or reinterprets one provision of the contract, regulatory .
approval for the contract has not been maintained, and the contract
falls.

3. The Rate Design Hearing:

The following aspects of the Rate Design Hearing are material:

(b)

(c)

(d)

\ '

(a) There was no evidence at all submitted to indicate $.93/GJ was the
cQrrect gas' cost under the Burrard Agreement;

At no time was the cost of gas under the Burrar~ Agreement
quest i oned by any person, whether the App 1 i cant ~ an Intervenor, or
Commission Counsel, during the Hearing; ,

All B.C. Gas cost allocations submitted in evidence were based on
the Burrard Agreement cost of gas of $.88/GJ; .

B.C. Gas agreed at the Hearing that the correct cost of gas under
Burrard Agreement was properly $.89/GJ. One presumes that the
figure of $.89/GJ, rather than $.88/GJ, was merely a slip by
Counsel. B.C. Gas accordingly sought approval of $.88/GJ for
Burrard Agreement gas.

We quote from B.C. Gas's Counsel's submissions at pp. 2018 and
2019 of the Transcript:

"Moving to the Burrard Thermal interruptible price,
this is a matter that really hasn't been discussed in
the evidence, at least in the oral evidence, Mr.
Chairman, and I just raise it as a point for the
Commission to keep in mind. The Burrard Thermal
interruptible gas purChase agreement is Q tariff under
the provisions of the Commission, under the Act, and
it has a price which says that Burrard Thermal shall
pay the commodity cost of gas, which is related to the
field commodity price.
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In the past that price has been based on the 93-cent a
gigajou1e charge which was in the old "
CanWest/Westcoast/BC Gas arrangements. BC Gas has
continued to bill Burrard Thermal based on that 93-
cent price, but the new commodity price as indicated
in the materi a 1 before you is, because Burrard Thermal
on 1y takes gas out of the vall ey, the 1 ong- term
valley, is about 89 cents. Now, that has yet to be
translated into a price change to Burrard pending your
decision. It iS BC Gas i s view that the contract does
provide that Burrard Thermal should get the 89-cent
price, but I suppose Until .that l'sMe-ssed by the
Commission as part of this flow-through it has yet to
occur.

... that 93-cent price in effect disappeared on
October 31st, November 1st. You 111 note in the
material before you in Exhibit 5 that all of the cost
allocations have been undertaken on the basis that
Burrard Therma 1 has the 89-cent pri ce. I f you approve
the cost allocations as set out in Exhibit 5 then
Burrard Thermal '1 think would automatically get that
89-cent pri ce. II . ( Emphas is added)

The above-noted was the sole reference at the Hearing to the
Burrard Agreement pri ce of gas. There was no app 1i cat i on before
the Commission for any alteration or reinterpretation of the
Burrard provisions.

4. B.C. Gas i s Revenue Requirements Hearing:

/ 'We wish to pOint out the position B.C. Gas takes respecting unilateral
revisions of agreements. At Transcript pp. 724 and 725, Mr.Weafer, on
behalf of the Lower Mainland Large Gas Users Association, and Mr. Lloyd,
on behalf of B.C. Gas, had this exchange:

"MR. WEAFER: Q: Well, the question, Mr. Lloyd, was
there anything preventing BC Gas from going to PCEC
and saying, we're looking at the' agreement, we're
negotiating the final terms of the agreement in 1991
and signing it in 1991, we would like to extract a
higher wheeling toll. Could you have done that---?

MR. LLOYD: A: I don1t think you could have done it.
That would have been just irresponsible. I mean,
there's -- PCEC's out there building a pipeline to
move gas to Vancouver Island in 1991 on the basic
understand i ng of an agreement that was reached in
principle in 1989. That would just be atrocious to
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treat them 1 i ke that, to say, we 11, now that you' te

going to start building the pipeline, we're going
to __ . II

And at p. 727, the same i nd i vi dua 1 s had the f 011 owi ng exchange:

IIMR. WEAFER: Q: What I'm trying to compare is

whether you can still negotiate a toll with PCEC in
the interests of the customer base of B.C. Gas based
on 1991 dollars, in terms of constructing that bypass
pipeline?

,It is B.C. Hydro's respectful submission that the same principle should
apply to. the Burrard Agreement.

5. Domestic Natural Gas Supply Contracts Hearing:

We point out, that in this hearing, at p. 19 of its submission and final
argument dated 28 January, 1993, B.C. Gas stated:

IIThat the CODlission should do nothing which in any way
interferes with, restricts the operation of, or displaces
the gas supply arrangements which exist between BC Gas and
its present supp 1i ers. II

We respectfully submit that the same should apply with the Burrard
Agreement, which exists between B.C. Gas and its purchaser. Clearly if
the Commission is to amend or reinterpret individual provisions of such
agreements, then this affects more than merely B.C. Hydro and the
Burrard Agreement. The Commission's decision in this matter respecting
B.C. Hydro will be a major precedent and a signal to other 

parties withsuch contractual arrangements wi th a ut i1i ty .

In summary, B.C. Hydro opposes the Order sought because:

1. The Burrard Agreement is a contract. Specific provis'ions cannot be
amended without consequences for other provisions. The Commission has
conceded that the Burrard Agreement is beyond its purvi ew unt i 1 its
expiry period. Matters of interpretation of the Agreement, or the
intent of the Agreement, are matters for a Court or an arbitrator. For
the CommissiOf to impose a $.93/GJ price would violate s. 3.03 of the
Burrard Agreement.

2. Sanctity of contract is important. For the Commission to reinterpret or
amend. the Burrard Agreement in this fashion has important implications
for many others who contract with uti1 ities. ' B.C. Gas has recognized
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the sanctity of contracts at its Revenue Requirements Hearing, and the
Domestic Natural Gas Supply Contracts Hearing.

3. No evidence was given and no appl ication was made respecting the Burrard
Agreement during the Rate Design Hearing, B.C. Hydro therefore, had no
reason to be an active participant at the Hearing. All B.C. Gas cost
allocations were based on the cost of gas being $.88/GJ. B.C. Gas
agreed that 'the correct cost was $.89/GJ (and probably its Counsel
actually meant $.88/GJ), and no one asserts that the cost in the
Agreement is currently, $.93/GJ.

All of which is respectfully submitted.

I , Yours truly,

.., ./
I -v-

Thom M. Thompson

l,
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BURD THERM PRIORITY

As noted under Tab 16, as part of Order No. G-91-92 the

Commission directed BC Gas to include material relating to

priority of service to the Burrard Thermal Plant in the

Phase B application material. Representati yes of BC Gas and

B. C. Hydro have had discussions in an attempt to resolve the

issue of priority but those discussions have not led to

agreement. The material in this Tab sets out the position of
BC Gas respecting Burrard Thermal priority.

1.0 THE BtJ AGREEM

Article 6.0 of the Burrard Agreement pertains to curtailments

and interruptions of the supply and deli very of natural gas to

the Burrard Thermal Plant. section 6.03 specifies the

priori ty for the interruption or curtailment in the supply or

delivery of natural gas. In the view of BC Gas section 6.03

of the Burrard Agreement, as presently worded, provides B. C.
Hydro with an entitlement to all Lower Mainland "valley gas"

under the baseload contracts after sales to interruptible

customers in the Lower Mainland service area and after the

requirements of BC Gas to refill storage capacity equivalent

to the storage capaci ty which existed at the time of the

execution of the Burrard Agreement in 1988.

The effect of the present provisions of section 6.03 of the

Burrard Agreement is that the supply of gas to Burrard Thermal

has priority ,over deliveries required to refill additional

storage capacity which BC Gas has acquired since 1988 and also

has priority over deliveries under off-system sales which may

be available to BC Gas.

BC Gas has sought to have B. C. Hydro provide BC Gas with
monthly nominations of the amount of gas that will be taken by

the Burrard Thermal Plant. B. C. Hydro has indicated that it
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1 is prepared to provide monthly nominations but has refused to

2 commi t itself to the nominations provided. B. C. Hydro wishes

3 to be able to vary its consumption, notwi thstanding a
4 nomination that might be provided, without any financial cost

5 to B.C. Hydro. In effect B.C. Hydro has taken the position

6 that it is entitled to take any amount of valley gas for the

7 Burrard Thermal Plant at any time it wishes. The effect of

8 such a position is that the ability of BC Gas to make off-

9 system sales is seriously affected as BC Gas cannot reliably

10 forecast the amount of gas which will be available for off-
11 system sales since the volume of gas taken by Burrard Thermal
12 can vary significantly.
13

14 Pursuant to the methodology adopted in Phase A, the difference
15 between the price realized by BC Gas for off-system sales and
16 the cost of gas sold off-system is recorded in the Gas Cost

17 Reconciliation Account and thereby flows to the benefit of the
18 firm customers of BC Gas. It is the position of B.C. Hydro
19 that there should be no difference between the price of gas

20 supplied under the Burrard Agreement and the cost of that gas.
21 To the extent that the supply of gas to Burrard Thermal
22 precludes off-system sales, the firm customers of BC Gas are
23 detrimentally affected as they lose the benefit of the
24 "profit" on such off-system sales. The refusal of B.C. Hydro

25 to commit to a nomination procedure could result in
26 circumstances where BC Gas is unable to make an off-system

27 sale due to uncertainty over the volumes which will be taken
28 by Burrard Thermal but Burrard Thermal then does not take the
29 gas. The result is that a benefit to the firm customers has
30 been lost even though Burrard Thermal has not made use of the

31 gas.

(
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1 2.0 PROPOSED REVISIONS TO THE BURD THERM AGREEMENT
2

3 Section 6.03 of the Burrard Agreement states that the priority

4 for the interruption or curtailment in the supply or delivery

5 of natural gas under the Burrard Agreement is "Subj ect to

6 regulatory approvals which apply from time to time". The
7 Burrard Agreement is a tariff and is subject to revision by

8 the Commission. The wording of section 6.03 of that agreement

9 specifically contemplates the involvement of regulatory
10 authorities in establishing the priority for interruptions or
11 curtailment of supply of gas to Burrard Thermal.
12

13 The arrangements under which BC Gas purchases gas have changed

14 since the Burrard Agreement was executed in 1988. The
15 importance of storage has increased for BC Gas and its
16 customers. Off-system sales at a price higher than cost are
17 now available. The Burrard Agreement should be amended to

18 reflect the present gas supply circumstances.

19

20 BC Gas hereby applies for the Commission's consent to file
21 amendments to the Burrard Agreement, the Burrard Agreement

22 being a rate schedule of BC Gas, originally approved and

23 accepted for filing pursuant to Order-in-Council No. 1829/88.
24

25 The present wording of section 6.03 of the Burrard Agreement
26 does not distinguish between "supply" and "delivery". The
27 priority provisions should be amended to recognize that
28 B.C. Hydro has the ability to purchase gas directly. BC Gas
29 can provide "delivery" priority for gas purchased directly by
30 B. C. Hydro. However, the Burrard Agreement should be amended

31 with respect to the "supply" of gas in order to ensure that
32 the firm customers of BC Gas, who have allocated to them the

33 fixed costs associated with the supply of gas, receive an
34 appropriate benefit, either by way of savings resulting from
35 the use of storage or from off-system sales.
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1 The amendments to the Burrard Agreement sought by BC Gas will

2 have the following effect:

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32 BC Gas will provide specific wording for the amendments to the
33 Burrard Agreement at an early date.

5.

1. BC Gas will continue to make available a minimum annual

gas supply of 20 petajoules.

2. All requirements of Be Gas to refill storage capacity

will have priority over the supply of natural gas to

Burrard Thermal.

3. The 5 petajoules of growth in interruptible sales
contemplated by clause 6.3(a) (iii) of the Burrard

Agreement will be made available for both the growth of

interruptible sales in the Lower Mainland service area

and off-system sales.

4. Burrard Thermal will have priority for the Lower Mainland

base load contract natural gas which is available after

items 2 and 3 above ("remaining valley gas"), provided

that such volumes are nominated each month. §giimi§§fi~

~9:~:~:~~ämmiii¡iii:i:ë~¡i¡i¡Ïilim~:~~:ñ§mffñil¡ff§ii¡j:~:l)~Rmi¡~:jIlËËÃËli:i:~mBmËmi1~i:~:iii¡~:~§íjjjjjmilt

iliilm:~:~i~¡~:~i~lëi§ËlliJ:~:~i~:~¡~i~EBI~:~~~j::~~~:¡lã!1§lWjljiil~~~~~~~~~~~I§m.I~~:: The nominated

iiiß9g~i~1 volume shall be deemed to have been delivered
for the purposes of calculating transportation charges.

BC Gas will schedule the supply of gas to ensure that

B. C. Hydro recei ves, to thc extent that there i3

rcmaining 7alley gas, the §Ifil§;:iii:j; volume nominated for
that month. ac Gas will decide the daily priority
between supply to Burrard Thermal and supply to others.



AMENDED AN RESTATED
BURRAD THERML INTERRUPTIBLE GAS PURCHASE AGREEMENT

THIS AGREEMENT made as of the 29th day of September,
1988 is an amendment and re-statement of an agreement made as of
July 15, 1988 between the parties noted below.

BETWEEN:

BRITISH COLUMBIA HYDRO AN POWER AUTHORITY, a
crown corporation established pursuant to an
Act of the Province of British Columbia and
continued under the Hydro and Power Authority
Act, RSBC, 1979, ch.188

("Hydro" )

OF THE FIRST PART

AND:

B. C . GAS INC., a body corporate under the
laws of the Province of British Columbia,
having its registered office at 2800 - 595
Burrard Street, Vancouver, British Columbia,
V7X 1J5

(the "Company")

OF THE SECOND PART

W HER E A S:

A. By separate agreement made as of the 15th day of July,

1988 (the "Asset Transfer Agreement") Hydro agreed to sell to the

Company and the Company agreed to purchase from Hydro certain

assets upon the terms more specif ically set out therein;

B. For the purposes of this Agreement, all capitalized
words shall have the same meaning given to those words in the

Asset Transfer Agreement, unless otherwise defined herein; and

C. Hydro owns and operates the Burrard Therma~ electrical

energy generating station for the production of electrical energy

and requires an interruptible supply of natural ga~ to fuel its

operation of Burrard Thermal.
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NOW THEREFORE THIS AGREEMENT WITNESSETH, that in

consideration of the mutual covenants and agreements in herein

contained, the parties hereto mutually covenant and agree that:

1.0 DEFINITIONS

Where used herein or in any amendment hereto, unless

the context otherwise requires, each of the following words shall

have the meaning set forth as follows:

(a) "Burrard Thermal" means the Burrard Thermal electrical
energy generating station owned and operated by Hydro

and situate at Port Moody, British Columbia;

¡1:II:i:i:iIllili~~:_:I~¥j:i:i:i$§!:IJ~mim!iilm:i:i:i:iRIIj:j:j:jiÆlmMi:i:j:i:B..£Mi:j:j:jŠR~!:j:Ii:11

§il.§1lä'§1ii:j:¡iñli~i1ialil:ji;i¥¡li~ll:j~:j:Î§.illi:¡¡IE.Ji:¡~I:i.j¡:f~II¡I:5:iID
li~1¡il¡lllii..~šIKtilltjllæit¡llgiil.Ë:li¡:Ij:i§Ë:¡j:i:ii.Ujfii§IUB:i¡:¡lliË
~!m:iiii£ï.jlë.j:j¡:j.:i:j:i:.~:i:B§.jim§;mglj~:j:j:i:i:i:j:j:jl§Ëi:i:i:illëi:i:j:jg~Il§~:j:Iiliim

M§I.~,Ci:i:j:jmj:lj:j:j:Ij:.~jIIEII~llj:j:j:I!:9.§!ËI:j:gli~ëj:i:i:iIÊi:j:j:j:~IDj:¡iQQ.lj~i~ilin

~lm:j:j:j:m§.elmËij:¡:¡:¡~1~5:¡:j:j:jli~j:¡:¡:i:~I¡:lj:1:li¡:RßE:::¡:¡:I¡!g§1l¡ilmm¡i¡¡

(c) "Commodity Tolls" means the commodity charges
prescribed by the toll schedules of Westcoast Energy

Inc. ( "Westcoast" ) as approved from time to time by the
National Energy Board ("NEB") and applicable to the gas

supplied or delivered hereunder;

ll¡IIIi:i¡¡:II..¡I:iiiIIU¡:¡:¡:¡lmiiii¡:¡:j:¡ltl¡:¡:jIEj!l:i¡~I::¡:j:jEg:i.I!I:i:i:jll:m~jæ5:ml~

ll.ši:!IiliJi¡il¡:¡i:filššiMiäi:¡:j:j:BišlmiliËMj:¡¡immii:mitij:i:i:ji§Eië~
limliiWI;Ëi:i:¡:i:illllšËš£¥:il:j

(
"
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~~il~l~~: "Contract Year" means each successive twelve-month
period of the Term commencing 8:00 a.m. PST

September 30, 1988;

~:l~j!:l~¡

llkll~

j~I~lI

'0f¡"'."'"

¡~l¡~~¡l~~~

2.0

"Demand Tolls" means the demand charges prescribed by

the toll schedules of Westcoast as approved from time

to time by the NEB and applicable to the gas supplied

or delivered hereunderi
:.:.:.:.

"Period of Interruption" means the period during which

Hydro is required by the Company to cease or curtail

the use of natural gas under this Agreement;

"Seasonal Gas" means that natural gas which can be

purchased by the Company over and above its system

re irements u to the limit nominated 15~=£Hëmnatiiqu p ~~~::::::ll~~::::*~::.:w.:::;§s.-:::$
låiñMãñ1Min its B.§BYdãiWnatural as su 1 a eements~::::::::::::::::::::::::::::::::::::::::::::::::::::::;::::,~~ :;,~:~~~~:,~~~:::,~:::::::~::~,~:::::;::*:,~ g pp Y gr

with third parties; and

"Term" means that period described in section 7.1.

INTERRUPTIBLE NATUR GAS SUPPLY

2.01 The Company shall sell II deliver to Hydro natural gas
for use in Burrard Thermal and Hydro shall take and pay for such

natural gas upon the terms and conditions herein contained.'

2.02 The supply Ii deli very of natural gas hereunder is
interruptible service. The obligations of each of Hydro and the

Company hereunder are in addition to the obligations of each

under the Burrard Thermal Firm Gas Purchase Agreement, made as of

July 15, 1988.
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2.03 !§!EiIIIIIKliIBiilšRiËl!imwifiiBfififfEifiIBhereunder shall
be subj ect to the terms and conditions from time to time
contained in the Company's gas tariff except where the terms of

this Agreement are inconsistent with the Company's gas tariff in

which event the terms of this Agreement shall prevail.

3 . 0 CHAGES

3.01 Hydro shall pay the Company for iil¡¥ãš!i1j1Ij1jË§1lfi5ši~~~~1Ië
il~~g.:W-3::'..:¡¡~~::~:rgff'~X::"~~:ilf:f~~~::~::~~:"' d th t t 1 f .
lff#..lHi:':,tMi1K'IwWIWlt'Sa¡i¡uereun er e 0 a o.

(a) the Commodity Cost;

(b) for Seasonal Gas, the applicable Westcoast Commodity
Tolls;

(c) for natural gas other than Seasonal Gas, the applicable

Westcoast Demand and Commodity Tolls;

(d) taxes directly on the charges under subsections

3.01 (a), (b), (c), (e) and (f) herein, including social

services tax;

(e) such additional variable costs of the Company necessary

for the supply of natural gas hereunder; and

(f) 25 cents per gigajoule of natural gas supplied I£~ll~

hereunder.

3. 02 The Company undertakes to negotiate with third parties

to obtain natural gas to be supplied under this Agreement at the

lowest possible cost to Hydro.
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3 . 03 Except Bi~~~¡~~¡æ.~inšÑ¡m~¡¡¡~¡~11!5l*ml¡¡¡¡¡¡II~¡¡¡llm~¡¡~¡¡lg.šÆ§~iãñ~~~~¡¡¡.1

iKffitilWwi th respec~íto Commodity Costs in contracts for the
supply of natural gas negotiated with third parties and approved

by Hydro, the Commodity Cost shall be adjusted from time to time

during the Term, so that the Commodity Cost provided hereunder is

no greater than the commodity Cost for any other sales customer

of the Company.

3.04 Any credits obtained by the Company from Westcoast, or

any other monetary benefits which may be obtained by the Company,

other than payments made pursuant to sections 3.01 and 3.05

herein, relating to costs paid by Hydro shall be credited to

Hydro.

3.05 Hydro may, at any time and from time to time, upon .

reasonable notice, direct the Company to cease the supply of

natural gas purchased by the Company, for the period of time

t t d. th t' d t ~:~~:~.~:~~:::l~::::~*~r":-:-:':-:::;::Y":::-::"::!i~ d l's a e in e no ice, an 0 commence ~.lI§Slg~~glSIMilg e i very

of natural gas purchased by Hydro, for which services Hydro will

pay the Company the total of:

(a) the applicable Westcoast Demand and Commodity Tolls,

unless otherwise paid directly by Hydro;

(b) taxes directly on the charges under subsections

3.05 (a), (c) and (d) herein, including social services

tax;

(c) such additional variable costs of the Company necessary

for the delivery of natural gas hereunder; and

(d) 25 cents per gigajoule of natural gas transported and

deli vered hereunder.
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In addition Hydro shall reimburse the Company for all

costs, expenses and liabilities (net of credits or other monetary

benefits) associated with the cessation of the supply of natural

gas purchased by the Company pursuant to contracts negotiated

wi th third parties and approved by Hydro.

3.06 Subject to section 8.0, and notwithstanding the
occurrence of an event of Force Maj eure claimed by Hydro, during

each Contract Year the minimum aggregate annual payment by Hydro

to the Company for the supply or deli very of natural gas pursuant

to subsections 3.01 (f) or 3.05 (d), as the case may be, shall be
Five Million ($5,000,000) Dollars regardless of the quantity of

natural gas supplied or delivered to Hydro wi thin any Contract

Year.

3.07 Following each contract Year, the Company will prepare

and deliver to Hydro an accounting with respect to each of

subsections 3.01 (a) to (f) and 3.05 (a) to (d) herein and will

include in such accounting a request for payment of the amount,

if any, of any deficiency in the minimum aggregate annual payment

requirement. Hydro will pay the amount of any such deficiency

wi thin twenty-one days of its receipt of the accounting and, in

the event the deficiency is not paid when due, the late payment

specified in section 10.2 shall apply to the unpaid deficiency.

4 . 0 USE

4.01 The Company shall provide to Hydro, as soon as possible

and not later than October 30, 1988, estimates of the minimum and

expected annual Seasonal Gas available in each of the three

Contract Years following the execution of this Agreement and

shall provide similar such estimates on or before May 1, 1989 and

on May 1st of each year thereafter.
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4.02 The Company shall make available to Hydro not less than

20 petajoules of natural gas during each Contract Year.

4.03 If in any Contract Year Hydro does not use all 20

petajoules of natural gas made available by the Company pursuant

to section 4.02 herein ~1~Mmi£II~t1~~i!lIllñw~ilnf~lmmIBämyJ

.1.it~l~III¡~l\lI.Ii1lläa~¡i¡llfllii¡~~i9§.llf~ill.EI.~~iIII~!jiIlllf~~.'fiIlB!
11m1i~11~ligæBI~lli! shortfall may be taken in the four following
years provided that:

(a) 20 petajoules for the current Contract Year has first
been taken;

(b) thermally equivalent volumes carried over from the

fourth previous Contract Year are taken next; and

(c) thermally equivalent volumes carried over from the

third, second and first previous Contract Years are

taken next.

When taking natural gas pursuant to this section, Hydro

shall pay to the Company the amounts set out in subsections

3.01 (a) to (e) inclusive if the natural gas is purchased by the

Company, or subsections 3.05 (a) to (c) inclusive if the natural

gas is purchased by Hydro; but need not pay the amounts in

subsections 3.01 (f) and 3.05 (d) .

4. 04 Natural gas supplied or delivered hereunder shaii be

considered, for billing purposes, as having passed through the

Company's gas metering station on the Burrard Thermal property

after natural gas supplied to Hydro by the Company under the

Burrard Thermal Firm Gas Purchase Agreement made as of the 15th
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day of July, 1988, or any agreement which succeeds or replaces

the Burrard Thermal Firm Gas Purchase Agreement.

4.05 If in any Contract Year the Company is in breach of

section 4.02 herein and Hydro elects to prorate, pursuant to

section 8.0 herein, the minimum aggregate annual payment of five

million dollars to reflect the reduced supply of natural gas made

available by the Company, the difference between 20 petajoules of

natural gas and such reduced supply of natural gas may be taken

in the four following years as provided in subsections 4.03 (a) to

(c) inclusive. When taking natural gas pursuant to this section,
Hydro shall pay to the Company the amounts set out in subsections

3.01 (a) to (f) inclusive if the natural gas is purchased by the

Company, or subsections 3.05 (a) to ( d) inclusive if the natural

gas is purchased by Hydro.

5.0 CONNECTION

The point of deli very shall be at the outlet of the

Company's gas metering station on the Burrard Thermal property.

6. 0 CURTAILMENT .:i:i:IlII.ì

6.01 The supply and delivery of natural gas provided herein

is on an interruptible basis and may be interrupted or curtailed

by the Company at any time and from time to time only if such

interruption is reasonably required by the Company. The Company

undertakes to use its best efforts to minimize any period of

interruption required by the Company for the maintenance, repair

or construction of the Company's facilities.

6.02 The Company may give Hydro notice (which in the

Company's discretion may be oral, including notice by telephone
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to the Burrard Superintendent, or written) to cease or curtail

the use of natural gas under this Agreement, which notice shall

be not less than six hours in advance of the period of

interruption, and Hydro shall, in accordance with the notice,

cease or curtail such use before commencement of the period of

interruption as specified in such notice, and shall not begin to

use natural gas again or to use natural gas beyond the curtailed

amount until so authorized by the Company. If the Company has a

reasonable expectation that it may exceed its Westcoast contract

demand, the Company may give Hydro notice, as provided herein, to

cease or curtail the use of natural gas under this Agreement, in

which case such notice shall not be less than two hours in

advance of the period of interruption.

:!:j!::Ra:j:j:::l:j:j:j:j:j:¡::::::::::::::¡:::::§.~:j~1!:::::::I~::¡:j:jti~il:m¡~i:~.jI:¡:mglI§M~ji:~:::::::1§~mII:::~mÐj*it:::::¡~llm:¡:¡:¡:III~

~J¡~11Mæl~ilr~J,~lI~:Illlãï:ill¡:¡:¡:¡:~ä¥¡:¡:¡:¡II¡!¡:¡:¡:¡:~AI~I.!I:lllj:¡:¡:¡ä¥¡~:¡~.I:il¡mlmAI:¡:¡¡:~n:¡¡:¡:III

:~itifimi.¡i1IQ:¡íI41.§1m1¡:¡¡sl~¡:¡:¡:¡iñl.:¡:¡:¡:Ëlmã:¡:¡¡IIËm~.lñl::~:;illl:m¡:¡:ll;:¡:::¡:li:¡¡¡:¡m19¡;:lJ§I~:¡i::

¡:l:m:lj:¡:¡:¡:¡:¡:¡:¡:¡:¡:l:~:I¡:j:¡:j:j:j:j:j:¡ti~Æ:~m¡m¡lng:¡:¡:¡:~Ë:¡:¡:¡:¡ml~ti~i:m:¡¡:¡:ÊM¡:¡:¡:¡Elit¡:¡:¡:¡SimiâñM¡ij

:j:~¡m:m¡l:¡:¡:¡:¡:¡:¡:¡:¡:.i:::¡:¡iiiRI¡¡tMi¡:¡::i19il:¡:¡Ii,Ëlfil¡!¡i¡i¡i¡ilii¡:¡:¡:iñiiËi¡i¡i¡:¡ffi£šDi!lmlml

ëj~jliëj:j:jij:.li¡i¡iji§~.iËiij:¡:j:liËm.iñI:1,ijl:j:j:j:j:.I:¡ij:¡:~Îlmñlmj§

.§Ëit~lri:¡:¡¡:¡:¡llllIj:¡¡:¡åYmM~m.IMìllë¡:¡lilm¡¡i¡¡~ñl~!a~jI¡:~ñl~

iliim.i~Mæ§iã:¡:¡:::lii§mIDI~~:jiIB1l11¡:¡:¡:¡ig¡:¡:¡¡ìll:¡:¡:¡:i~;i¡:j:¡¡~ii:¡:¡¡:i.ji

IIËlil.~i¡i¡i¡i¡ffìlëmM$imñg¡i¡i¡:¡.li¡¡iIBŠI¡¡¡iIIËiäm;ñii:¡:¡:¡i¡ëšnIIËlil

¡iI~lg¡l:äëjm~äl¡iëiÎI:ši¡i¡i¡i¡émiIIË~ii¡ë.~mm.~§¡:¡i¡:¡:i§m¡l§imigi¡jiji~ñl

~:~lmijij:¡ãÆ:¡:j:¡i¡EI¡ff§iI¡:~i!a~mmñl:i¡:i¡i:i¡i¡ëni

Í:l.i¡ffiim¡i¡i¡i¡i¡m:¡mi¡i.ii¡i¡:¡:.ñBàli¡i¡i¡illwËšgl~š¡i¡:¡i¡§i!iIMi¡i¡i¡iëli¡i¡i¡iiï¡i¡:¡:¡£š¡i¡i¡i¡ilmlš

timäi:ì:¡gSI¡im¡i¡i¡I§!¡i¡i¡i¡ili£wilm¡iiãlë:i¡:¡:¡:šli¡i¡:¡iln¡i:i:i¡lñì;.MË~æãija

§1~¡æil:¡:¡§li¡:¡i¡i!ti¡~¡:¡:lg~mgiñl:¡~::¡lft¥:.:¡:¡:¡i~Elâni:mm~ñ!§:¡:¡:¡:~n~~Ëm~

lñ£:!:::¡i:i¡i.~:ä.l;n!li::::¡¡Eå:::igf.¥:::¡:¡:¡lëwm::i:i:::gg:¡¡¡¡:¡Miff~::¡~¡~::ïÎ:I¡!Bmnl:l:¡¡¡::¡¡¡
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6.04
system is

emergency
curtailing
the extent

use its
section.
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6.05 If Hydro fails to comply with a Company direction to

cease or curtail the use of natural gas as set out in section

6.02, Hydro shall pay for each unit of gas taken in excess of the

curtailed level the rate set out in Company's Rate Schedule m as
~:."

amended from time to time, or a successor schedule, for takes by

a customer beyond a curtailed level. iID1Notwi thstanding the
::::;=:::::::=:

foregoing, Company may immediately discontinue the supply of

natural gas to Hydro in the event of a failure by Hydro to cease

or curtail the use of natural gas as set out in section 6.02.

7.0 TERM

Subj ect to section 8.0, this Agreement shall commence

at 0800 PST on July 16, 1988 and shall terminate and be of no

further force or effect at 0800 PST on September 30, 1998,

provided that such termination shall be subj ect to the rights and

remedies of both parties accruing to the date of termination such

right and remedies shall survive such termination.

8.0 NON-PERFORMCE

In the event that the Company is unable to fulfill its

obligations under section 4.02 herein, Hydro's only recourse

shall be to elect to terminate this Agreement or elect to pro

rate the minimum aggregate annual payment of five million dollars

to reflect the reduced supply of natural gas.
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9 . 0 CHATS

Hydro shall, at the request of the Company:

(a) (i) change charts at 0800 PST on the first day of each
month and at 0800 PST on any day a chart change is

required,

(ii) enter all the information required to complete the
reverse side of each chart as it is removed from

the meter,

(iii) send all completed charts to the Company in a
manner specified by the Company except for those

charts removed during the final four (4) days of

each month which will be picked up by a

representative of the Company on the first working

day of the following month,

(i v) wind the clock mechanism, ink and service the
recorder pens, and report forthwith mechanical

failure to the Company,

(v) take readings of front and rear dials at 0800 PST
on each working day and telephone them to the

Company by noon the same day,

(vi) advise the Company as soon as possible of any

actual or anticipated abnormal change in Hydro's

rate of consumption of gas; or

(vi) permit the Company to maintain on Hydro's premises

aforesaid, the necessary communication circuit and
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other facilities for the purpose of telemetering

Hydro's gas consumption.

10.0 ACCOUNS

10.01 Bills will be rendered by the Company to Hydro on a

monthly basis in respect of natural gas actually used at Burrard

Thermal. The due date for payment of bills shown on the face of

the bill is twenty-one days following receipt of the bill. Hydro

shall pay to the Company at a Company office located within the

Lower Mainland designated by the Company from time to time for

such purpose the full amount on the bill.

10.02 If the amount due on any bill has not been paid in full

on or before the due date shown on such bill, and if the unpaid

balance is $30 or more, a further bill will be rendered to

include the overdue amount plus a late payment charge of 1-1/2%

( equivalent to 19. 6% per annum when compounded monthly) .

Notwithstanding the due date shown, to allow time for payments

made to reach the Company's payment processing centre and to

coordinate the billing of late payment charges with scheduled

billing cycles, the Company may, in its discretion, waive late

payment charges on payments not processed until a number of days

after the due date.

1. 0 SUSPENSIONS

If as a result of any emergency or force beyond the

reasonable control of either party herein or strike, lockout or

other such disturbance of either party (the "Force Majeure"),

ei ther party is or was wholly or partly unable because of the

Force Majeure, to perform an obligation arising from this

Agreement and claims that a Force Majeure is occurring or has
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occurred and reasonably establishes that fact, then the

performance of the obligation shall be deemed to be suspended

provided always that:

(a) the suspension shall be of no greater scope and no

longer duration than the Force Majeure,

(b) the non-performing party shall make its best efforts to
counter the Force Majeure or to otherwise remedy its

inability to perform the obligation,

(c) a performance required at a time other than when the
Force Majeure is occurring shall not be excused by the

Force Maj eure, ~nd

(d) an obligation to make a payment when due shall not be
excused by the Force Majeure.

12 . 0 INDEMNITY

12.01 Subject to the Financial Administration Act S.B.C.
1981, c.15, as amended, and the Hvdro and Power Authoritv Act

R.S.B.C. 1979, c.188, as amended and the regulations thereunder:

(a) Hydro shall be liable for and shall indemnify and save

harmless the Company, its employees and agents, from

and against any and all damage, loss, cost and expense

which the Company, its employees or agents, may suffer

or incur; and

(b) Hydro shall indemnify and save harmless the Company,

its employees and agents, from and against all claims,

demands, costs, actions and causes of action whatsoever
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(including assessments by the Workmen's Compensation
Board of British columbia) which may be brought or made

against the Company, its employees or agents, in either

case caused by, arising out of, or connected in any way

wi th any of Hydro's equipment or any use thereof or
disturbing element caused, permi tted or introduced by

Hydro or Hydro's equipment, or caused by, arising out

of or connected in any way with any action, effect or

use of gas after the same shall have been delivered to

Hydro.

12.02 Hydro, its employees or agents, will not be liable to
the Company pursuant to paragraph 12.01 (a) for any loss of

revenue or profits or other indirect, consequential or financial

loss whether such loss is caused by an act or omission of Hydro,

its employees or agents, later found to be negligent or

otherwise.

13.0 MISCELLANEOUS

13.01 The Company will prepare and maintain records related

to the supply and delivery of natural gas hereunder, which

records will be open to audit examination by Hydro during regular

business hours of the Company during the term of this Agreement

and for a period of one year after the termination of this

Agreement.

13.02 No waiver of or failure by the Company to enforce any
right or to exercise any remedy provided in the Agreement shall

affect or prejudice the rights and remedies of the Company in

respect of any future or other breach of the Agreement by Hydro

or in respect of any matter for which the Company may be entitled

to discontinue the supply of natural gas.
r
\. .
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13.03 Any notice report or other document that either party
may be required or may desire to give to the other shall be in

writing, unless otherwise provided for, and will be deemed to be

validly given to and received by the addressee, if served

personally, on the date of such personal service or, if delivered

by mail, telex or facsimile copier, when received:

(a) if to the Company:

B.C. Gas Inc.
"",...::::::iililjlii§w;lmimM

:.::::
...::
::::;:;::

!!!~!!:!!!::~:~:::::::::::::::!!:!!:!~I!!!!!!!~!!::~!::!:!:~!~!::::::::!§.!!!E

(b) if to Hydro:

British Columbia Hydro and Power Authority
970 Burrard street
Vancouver, B. C.
V6Z 1Y3

Attention: Comptroller

or at such other address as either party may from time to time

designate by notice in writing to the other.

13 . 04 Notwithstanding section m~~i~, notice of interruption
.:.:.:.:.:.:.:.:.:-:.:.:.:.:.:.:.:.:.:

or curtailment of the supply of natural gas shall be gi venin
accordance with the provisions of section 6.02 of this Agreement.

13.05 This Agreement is subj ect to the Company obtaining and

maintaining any regulatory approvals that may be required.
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13.06 A party shall not commence any legal proceedings

against the other party in respect to the interpretation or

enforcement of this Agreement unless and until it has first taken

all reasonable steps to resolve the matter in issue with the

other party, and included in such reasonable steps is the right

of a party to submit any dispute, with the other party, arising

out of this Agreement to a single arbitrator in accordance with

the provisions of the Commercial Arbitration Act or any, re-

enactment or amendment thereof.

13.07 Notwithstanding any statutory limitation to the
contrary, a party shall not commence any action, arbitration or

other proceeding between the parties after the expiry of a period

of two years after the issue in dispute arose.

(.
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13 . 08 Upon execution by the parties, this Agreement replaces

and supersedes the prior Agreement made as of the 15th day of

July, 1988 between the parties.

IN WITNESS WHEREOF the parties hereto have caused this

Agreement to be executed as of the day and year first above

written.

THE COMMON SEA of BRITISH )
COLUMIA HYDRO AND POWER )
AUTHORITY was hereunto affixed)
in the presence of: )

)
)Authorized Signatory )

cIs

THE COMMON SEA of B. C. GAS )
INC. was hereto affixed in the )presence of: )

)
)Authorized Signatory )

CIS


