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Sun Peaks Utilities Co., Ltd. 
1280 Alpine Road, Sun Peaks, British Columbia, Canada, V0E 5N0 

Tel: 250-578-5490 / Fax: 250-578-7223 / E-mail: utilties@sunpeaksresort.com 

March 8, 2007 
 
Robert J. Pellatt 
Commission Secretary 
British Columbia Utilities Commission 
6th Floor - 900 Howe Street  
Vancouver, B.C.  
V6Z 2N3 
 

Sent Via E-Mail: commission.secretary@bcuc.com  
 
Dear Mr. Pellatt; 
 
Subject:  Response to BCUC’s Commission Information Request No. 1 regarding  

Sun Peaks Utilities Co., Ltd.  – 2006/07 Revenue Requirements 
 
Please find Sun Peaks Utilities Co., Ltd.’s responses to the questions raised in the 
Commission’s Information Request No. 1.  I trust that this information is what you 
required.   
 
Should you have further questions regarding this or any other utility related matter, please 
don’t hesitate to contact the undersigned at 250-578-5490 or 
utilities@sunpeaksresort.com. 
 
Sincerely, 
Sun Peaks Utilities Co., Ltd. 

 
P.A. (Pat) Miller 
Manager, Utility Services 
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Sun Peaks Utilities Co., Ltd. 
1280 Alpine Road, Sun Peaks, British Columbia, Canada, V0E 5N0 

Tel: 250-578-5490 / Fax: 250-578-7223 / E-mail: utilties@sunpeaksresort.com 
  



Sun Peaks Utilities Co., Ltd.  response to 
BRITISH COLUMBIA UTILITIES COMMISSION 

Commission Information Request No. 1 

Sun Peaks Utilities Co., Ltd.  (“Sun Peaks”, “SPUCL”) 
2006/07 Revenue Requirements 

Due: February 26, 2007 – Extension granted to March 9, 2007 
______________________________________________________________________________ 

 

1.0 Reference: Exhibit B-1, Application, p. 3 

“The propane gas distribution system is owned and operated by SPUCL.  Terasen Energy 
Services (TES, formerly operated by Terasen Utility Services), a division of Kinder 
Morgan owns the propane gas storage facility located at Sun Peaks as part of a 10 year 
services agreement with SPUCL that expires April 30, 2007.  …As SPUCL is currently 
in negotiations with TES to reach a new agreement, there is a degree of uncertainty 
concerning future costs and accordingly this Application is for a one year period.” 

1.1 What is the current status of the negotiations?  If Sun Peaks cannot reach a new 
agreement with TES, does Sun Peaks have an alternative source of propane 
storage?    

• TES and Sun Peaks negotiated an extension until August 31, 2008 of the 
existing contract based on the current terms and conditions.  See Appendix A 
for copy of agreement. 

Both companies feel that this will give enough time to negotiate a replacement 
contract.   We expect that should SPUCL not be able to renegotiate an 
extension to this agreement, that other suppliers would be able to supply 
propane and similar services to TES. 

1.2 Does Sun Peaks anticipate that the new agreement will be similar to the existing 
agreement (TES retaining ownership of the propane gas storage facility and 
providing services to SPUCL)?  If not, please explain.   

• SPUCL expects to reach an agreement with similar terms found in the current 
agreement with TES prior to the expiration the current agreement on August 
31, 2008 amending agreement. 

2.0 Reference: Sun Peaks Revised Tariff, Revenue Requirements and Water Rate 
Design (Phase I) For The Fiscal Years 1997/8; 1998/9; and 1999/2000 
Decision (“1999 Water Rights Decision”), p. 13 

“Sun Peaks has historically, taken depreciation only on recorded assets, not CIAC.  In 
addition, the recorded depreciation has not been a factor in the determination of the 
Utility’s revenue requirements.  Since the mid-1980s the Comptroller has required water 
utilities whose revenue requirements were not based on depreciation, to include an 
annual contribution to the replacement reserve trust fund, (RRTF), out of customer rates. 
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…However, provision must be made for either deprecation or an RRTF contribution to 
ensure water rates include a provision for the decline in the value of the Utility’s capital 
infrastructure.” 
 
2.1 Does SPUCL’s Water Division include depreciation/amortization in the 

Operational and Maintenance expenses schedule used in the operating margin 
calculation?  Please provide the Operational and Maintenance expense schedule 
used by the Comptroller of Water rights to calculate Sun Peaks (Water Division) 
operating margin. 

• SPUCL’s Water Division does include depreciation/amortization in the 
expenses schedule used in the operating margin calculation.  For the 2006 
fiscal year, an amortization expense of $10,768 was provided for.  Please 
refer to page 2 of the Water Tariff # 4 Decision, Water Utility Operating 
Projection for the Three Year Fiscal Period to April 30/08. 

3.0 Reference: Exhibit B-1, Application, p. 4 and 1999 Water Rights Decision, p. 28 

“The ‘Operating Ratio Approach’ methodology used in this rate application is similar to 
that used for SPUCL’s Water Division as approved by the Provincial Government’s 
Comptroller of Water Rights for small water utilities.” 

The 1999 Water Rights Decision also provided regulatory guidance regarding the 
treatment of any potential excess revenues.  If actual revenues exceed the revenue 
requirement by more than two percent, the utility can make a case for the retention of the 
excess revenue based on cost; otherwise the excess revenue will be refunded to the 
utility’s customers.  Revenue deficits will be the sole responsibility of the utility. 

3.1 Does Sun Peaks agree with the Comptroller of Water Rights guidance that if 
actual revenues exceed the revenue requirement by more than two percent, the 
utility can make a case for the retention of the excess revenue; otherwise the 
excess revenue will be refunded to the utility’s customers?  Does Sun Peaks also 
agree that revenue deficits will be the sole responsibility of the utility?  Is it Sun 
Peaks’ view that the same reasoning should apply to SPUCL? 

• The February 28, 2006 Order No 2053 from the Office of the Deputy 
Comptroller of Water Rights,  Decision with Reasons, page 13, provides that 
for 2007 and 2008, combined revenues exceeding 5% over the approved 
Revenue Requirements shall be deposited into the RRTF and any Revenue 
deficit will be the responsibility of the Utility.  

Because SPUCL does not have a replacement reserve trust fund (RRTF) for 
the gas utility, SPUCL proposes that should revenues in the gas utility exceed 
5% of the approved Revenue Requirement for the fiscal year, the amount of 
the excess over 5% be refunded back to the customer base in the following 
year through a reduction in the SPUCL delivery charge. Also, since SPUCL 
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would retain any excess up to 5%, SPUCL believes it is fair that it should be 
responsible for any revenue deficits. 

4.0 Reference: Exhibit B-1, Application, p. 5 

“The 8.79% operating margin is based on the BCUC’s 2006 published rate of return of 
8.29% for low risk, high grade utilities plus 0.5%.” 

4.1 Please explain why Sun Peaks considers the 0.5% premium on the Return on 
Common Equity for a Low-Risk Benchmark Utility appropriate. 

• SPUCL does not profess to be an expert on this subject and  provided for a 
0.5% premium in order to be consistent with what was approved by the 
Comptroller of Water Rights on February 28, 2006 for its’ Water Tariff  No 4. 

5.0 Reference: Exhibit B-1, Application, p. 5 and 1999 Water Rights Decision, p. 7 

“It is SPUCL’s view that the same reasoning that applies to small Water Utilities should 
apply to small Gas Utilities.  Thus, this Application utilizes the ‘Operating Ratio 
Approach’ to provide for sufficient revenues to cover operating and maintenance costs 
plus taxes and provide an acceptable rate of return based upon these costs.” 

The 1999 Water Rights Decision stated that revenue requirements for SPUCL will be 
calculated using the operating ratio method until it is exceeded by the revenue 
requirement as calculated by the return on rate base method. 

For Fiscal 2007, please provide the standard regulatory schedules. 

5.1 Schedule 1 Utility Income and Earned Return 
Schedule 2 Utility Rate Base 
Schedule 3 Calculation of Income Taxes on Utility Income 
Schedule 4 Common Equity 
Schedule 5 Return on Capital 
 
• The Schedules requested as forecasted for F2007 can be found in Appendix B  

6.0 Reference: Exhibit B-1, Application, p. 10 and Schedule 9-Price Increase Effect 
on Customers 

“Given the revenue requirement calculated, SPUCL is proposing to generate the 
additional revenue required equally from basic charges and delivery charges.” 

6.1 Please explain why the additional revenue required should be recovered equally 
from basic charges and delivery charges. 

• The agreement with TES provides for 100% of basic charges being remitted 
back to TES leaving SPUCL with no monthly fixed revenue that is not 
dependent on gas usage other than the monthly operating credit received from 
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TES for performing daily checks and acting as first responder.  By recovering 
a portion of the additional revenue from basic charge revenue, SPUCL will be 
able to more closely match revenues with monthly fixed costs that are not 
dependent on gas consumption by customers.   SPUCL is of the opinion that 
recovering the additional revenue required equally from basic charges and 
delivery charges is a fair and balanced approach to take. 

6.2 For the same customer types listed in Schedule 9, please provide the cost of 
alternative fuels (bottled propane, fuel oil and electricity). 

• Monthly Average Cost (excluding GST and BC Sales Tax) 

 SPUCL Bottled Propane Furnace Oil Electricity 
Av Small Residential $47.61 $51.89 $36.74 $24.14 
Av Residential $163.83 $209.81 $180.95 $104.21 
Av Small Commercial $404.37 $499.77 $464.51 $294.55 
Av Large Commercial $7,562.29 $7,711.14 $9,013.54 $5,633.24 

See attached Appendix E, Schedule 1 for calculation detail. 

7.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost 
Projection 

“In fiscal 2007, the gas trainer will be on site twice to train two recently hired staff 
members.” 

7.1 Please explain why training costs have increased from $3,636 in 2006 to $7,000 
in 2007, but the staffing detail information shows no change in staff (7.2 staff in 
2006 and 7.1 staff in 2007). 

• The details included in the staffing details shows only the number of staff not 
the individual staff members.   SPUCL must compete for qualified staff in the 
open labour market.  In 2006, SPUCL had staff members leave the 
employment of the Utility and these positions were filled in May.  This 
required SPUCL to hire a qualified trainer to come back and train the two 
new staff members to ensure both compliance with the Gas Safety Act and 
Work Safe BC requirements to ensure staff are adequately trained on daily 
operational requirements of the gas plant and emergency response for the gas 
distribution system. 

“In order to reduce labour costs and enhance worker safety, SPUCL has decided to 
upgrade all gas meters to remote reading capability.  This process is expected to take 
approx 12 years at approx 50 meters per year.” 

7.2 Please explain why the meters with remote reading capability are not treated as 
tangible capital assets (Section 3061 – Property, Plant and Equipment of the 
CICA Handbook)? 
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• It is SPUCL’s view that since the new remote reading meters are replacing 
meters that were paid for or will be paid for by the customer and are 
therefore not recorded as a capital asset in its records, it would therefore be 
appropriate to record the cost of upgrading to remote read capability as an 
operating cost.   

7.3 What is the expected life of the meters with remote reading capability? 

• SPUCL has been advised by the manufacturer, Sensus, that the expected life 
of the meters with remote reading capability is expected to be the same as the 
existing gas meters.  Only the batteries within the remote unit itself will 
require replacement every 3 to 5 years. 

7.4 What is the remaining life of the existing gas meters without remote reading 
capability? 

• Each meter has a life expediency of 25 to 30 years.  The oldest recertified 
meter within the resort was installed in 2000 (due to a resort wide meter 
change out program to meet Weights and Measures Canada’s requirement to 
have all meters tested for accuracy in 1996) 

7.5 Do the gas meters without remote reading capability have a salvage value?  If yes, 
provide the salvage value. 

• In order to meet Weights and Measures Canada’s requirements, each meter at 
Sun Peaks must be tested for accuracy every seven years.  It is during this 
process, SPUCL planned to replace or convert the bulk of the meters.   If the 
meter is over 15 years old, the meter would normally be replaced rather than 
converted.  It is expected that older meters would have some salvage value for 
other propane utilities such as Revelstoke, Big White, Furry Creek, etc.).  
Under 15 years of age, the meter could be converted or sold to other propane 
gas utilities at fair market value.   

At this time, SPUCL is working with TES to determine the options and costs of 
this process.  All customers connecting to the gas distribution grid will pay for 
a meter complete with remote reading capabilities and the installation costs 
as stated in the Gas Tariff’s Standard Fees and Charges. 

7.6 Please provide the forecasted annual labour costs savings for 2007-2009 as a 
result of the change to meters with remote reading capability. 

• Until the majority of meters are converted to remote read capability, SPUCL 
will not benefit from any significant savings in meter read labour costs. 
Therefore, the annual labour cost savings for 2007-2009 would be minimal.  
Assuming 50 meters are converted annually, it will take at least 12 years to 
convert all existing meters.   
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• At present, and depending on the time of year, from 12 to 25 hours are 
required each month to read meters. If all meters were presently remote read, 
it would likely take 5 hours monthly. 

7.7 Please describe the worker safety issues that support the change to meters with 
remote reading capability. 

• In a mountain resort with steep slopes, significant snow falls and many freeze-
thaw cycles, meter reading can and has proved to be safety issue to staff.   

Sun Peaks has tried to work with customers in the placement of meters to 
ensure that the route to these meters is safe.  However, due the seasonal 
nature of the property owners at Sun Peaks, walks and paths are not always 
kept clear of ice and snow 

Over the past five years, there has been an average of one work time loss 
injury per year due to slips and falls reading meters.  In 2000, an employee 
was seriously injured while reading meters and significant work time loss 
incurred.   It is the safety issues and concerns that is the driving force behind 
the change over to remote reading meters.    

Water meters already have the capability for a remote reading option thus 
SPUCL will be able to read all utility meters remotely once this meter change 
out project is completed.  

7.8 Please provide a cost/benefit analysis justifying the upgrade of all gas meters to 
remote reading capability.  

• As stated in 7.7, the driving factor for upgrading to remote meter reading 
capabilities is the safety of our employees.  SPUCL has been very fortunate in 
that we have maintained a high safety record and currently pay premiums that 
are 15.4% below our industry average.  However, this could change 
significantly with one fall resulting in a serious injury as happened in 2000.  

As stated in our latest communication from Work Safe BC “a single injury 
can exceed $1 million…,” it is prudent that SPUCL continues to strive for a 
safe work environment in order to control premium costs and ensure the 
safety of staff members. 

“Legal – costs have been under $100 for the gas division over the past few years.  
However in 2006, $3,600 was incurred to settle a dispute over the cost resulting from a 
contractor breaking a gas line in December 2004 and $3,400 was incurred as a result of 
several human resource related issues.” 

7.9 Please describe the dispute with the contractor breaking a gas line in December 
2004 and the settlement of the dispute. 
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• On December 15, 2004, a contractor working on a new water treatment plant 
expansion for Sun Peaks Resort Corporation dug through a main gas line.   
Due to the location of the gas line, a significant number of customers were 
affected and lost gas service.  The cost of emergency response and repairs 
plus the cost to perform relights resulted in a bill to the contractor of $37,503.  
The contractor and its insurance company disputed the billing and it was 
eventually settled with the help of legal advice at $32,503.  This is the 
Utility’s first dispute where significant legal action was required to settle the 
cost of a repair. 

7.10 Please describe the “several human resource related issues”. 

• Over the past number of years, SPUCL has been fortunate in not having any 
human resource issues that required legal council.  However, such legal 
advice was required in 2006 and in 2007.  In order to protect the privacy and 
the rights of those involved, SPUCL prefers only to describe the issues as 
‘employment related.’ 

7.11 Given that legal costs have been under $100 for the gas division over the past few 
years, please explain why 2007 forecast legal costs are $2,600. 

• At the time this forecast was made in September 2006, an estimate for the 
year of $2,600 was considered reasonable. Given the benefit of time and the 
general nature of legal issues costing more than expected, a more reasonable 
estimate for the 2007 fiscal year would be double this amount. The costs 
pertain mainly to employment related issues. 

“Beginning with the 2006 fiscal year, Sun Peaks Resort Corp began charging a 
$2,000/mo administration fee to cover the time spent by their personnel to provide 
services including reception, computer support, purchasing/expediting, cheque signing 
and management oversight.  1/3 of this cost is being allocated to the Gas division.” 

7.12 Did Sun Peaks Resort Corp provide reception, computer support, 
purchasing/expediting, cheque signing and management oversight to SPUCL 
prior to fiscal 2006? 

• Sun Peaks Resort Corp has provided reception, computer support, 
purchasing/expediting, cheque signing and management oversight to SPUCL 
prior to fiscal 2006.  However, as the cost of providing these services can no 
longer be absorbed by Sun Peaks Resort Corp.  SPUCL agreed to a rate of 
$2,000 per month for these services. 

 
7.13 Please explain why Sun Peaks considers the allocation of 1/3 of the $2,000/mo 

administration fee to the Gas division appropriate. 

• SPUCL’s financial accounts have been set up in order to keep separate the 
revenues and costs for each of the gas, water and sewer divisions.  For 
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revenues and direct costs such as field labour, cost of goods sold, repair & 
maintenance, etc, there is no question as to which utility to record the item to.  
However, for a cost such as the $2,000 monthly administration fee, it was felt 
that allocating 1/3 to each division would be reasonable.  By using an 
allocation based on revenues, labour cost and net book value, one might 
argue that the gas utility should be charged slightly more than 1/3.  See 
attached Appendix E, Schedule 2. 

Please provide the forecast fiscal 2007 average operating revenue, payroll and net 
book value for the three SPUCL utilities (gas, water and sewage).  Please provide a 
calculation of the allocation of the $2,000/mo. administration fee that results using 
this allocation base. 

An allocation calculation for the monthly $2,000 admin fee based on 2006 
Actual results and 2007 Forecasted results has been prepared with a resulting 
allocation of 35.0% and 34.2% respectively.  See attached Appendix E, 
Schedule 2. 

“Beginning with the 2007 fiscal year, SPUCL has obtained a $250,000 
operating line of credit to provide working capital during the Summer & Fall 
period.  In previous years, Sun Peaks Resort Corp would advance any 
necessary funds at no interest charge.  The annual interest expense is expected 
to be $4,500 of which 1/3 would be allocated to the Gas division.” 

7.14 Please provide the terms of the line of credit (annual interest rate, repayment 
terms, security, and average outstanding balance). 

• Although SPUCL did obtain a $250,000 line of credit with it’s’ bank, final 
approval to use the line did not come from its’ parent company, Sun Peaks 
Resort Corp.  Accordingly, SPRC is continuing to advance necessary funds at 
no interest charge during the year when required.  SPUCL will not incur the 
$4,500 bank interest cost projected. 

7.15 Please show the calculation of the $4,500 annual interest expense and explain 
allocation of 1/3 of the interest to the Gas division. 

• SPUCL will not incur the $1,500 bank interest cost provided for in Schedule 
5, Office & Administration costs (see answer to 7.15 above).   

8.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost 
Projection and Pacific Northern Gas 2002 Revenue Requirements Ltd. 
Decision, pp. 35-39 

“During the spring of 2005, Terasen Utility Services prepared a report on the cost of 
building a natural gas pipeline to Sun Peaks.  The total cost of the study was $20,500 of 
which $10,250 was included in the 2005 fiscal year and $10,250 in the 2006 fiscal year.” 
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8.1 Please provide a copy of the report to the Commission. 

• See Appendix C for the report by Northwest Pacific Gas Ltd. – April 2005 

8.2 Pages 35-39 of the Pacific Northern Gas Ltd. 2002 Revenue Requirements 
Decision describe studies undertaken by another utility and the Commission’s 
decision on those studies.  Please explain why the cost of the natural gas study 
should be recoverable from customers. 

• When Sun Peaks Resort was going through the Master Planning process 
(1992 to 1994), there was significant interest in having the resort connected 
to a clean fuel such as natural gas.  However, there was very little interest 
from the gas utility (BC Gas at the time) to extend the natural gas service to 
Sun Peaks.   Thus, the master developer formed a relationship with ICG Gas 
to create a division of the Utility (already providing water and sewer services) 
to install a propane system at Sun Peaks.  The first storage tanks and 
distribution grid was installed in 1994. 

Over the years, both commercial and residential owners and operators have 
repeatedly asked if and when natural gas would be an option at Sun Peaks.   
The Utility approached Terasen Utility Services (now Corix) on the feasibility 
of expanding the natural gas distribution grid from either Lafarge or Heffley 
Creek (the two closest points in Kamloops to Sun Peaks).   

It was felt that at the time and based on SPUCL’s current customer fuel usage 
and growth projections that the cost of this main extension could be paid from 
the savings difference between natural gas and propane gas and thus the 
study was commissioned.  However, due to a number of factors and the only 
route available at the time was from the Lafarge Site, there is currently not 
enough demand for gas within the resort to pay for the main extension. 

This may change over the next few years due to plans by the Heffley Creek 
Tolko Mill to switch to bio-fuel thus moving away for any gas usage.  This 
could potentially free up close to 1,000,000 gigajoules of natural gas per 
year.  SPUCL is currently in talks with TES to review this option. 

8.3 Did Sun Peaks receive Commission approval to defer the $20,500 cost of the 
report and amortize the cost over two years? 

• The costs for the investigation were billed by the contractor in two different 
fiscal periods (F2005 & F2006) and thus the costs were expensed, not 
amortized. 

At the time of this investigation, the Commission was approached to 
determine if the costs for this project should be treated as an expense or 
amortized over a period of several years.  At the time, the verbal response 
given was if the project did not proceed, then the costs should be expensed.  If 
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the project did proceed, then these costs would be included in the overall 
main extension cost application and would most likely be amortized over the 
life of the project.   

9.0 Reference: Exhibit B-1, Application, Schedule 10, GCRA 

9.1 Please show the calculation of the $4,845 storage account interest charge for May 
1 – Sept 30, 2006. 

• The $4,845 was based on the projected average storage account balance for 
the May 1 – September 30, 2006 five month period at 7.0%. The actual 
storage account interest calculation for this 5 month period is $4,876. See 
Appendix B, Schedule 6 for the Gas Cost Reconciliation Account (GCRA) 
Schedule for the May 1, to December 31, 2006 period.   

10.0   Reference: Exhibit B-1, Application, p. 7 and Schedule 10, GCRA 

“At present, SPUCL receives no basic charge revenue as 100% of the basic revenue 
collected from its customers is remitted to TES in accordance with the 10 year gas 
agreement.” 

10.1 Please confirm that SPUCL receives a 50% credit for basic charges paid to TES 
and that the credit reduces the monthly storage facility charge (Schedule 10). 

• SPUCL does receive a 50% credit for basic charges paid to TES and this does 
reduce the GCRA storage account balance.  However, SPUCL does not 
receive this 50% credit as a cash receipt. 

10.2 Please explain if this treatment of basic charge revenue is part of the new 
agreement with TES that is under negotiations.  Please explain if the 50% credit 
for basic charges is also expected to continue. 

• Yes, based on the extended agreement with TES, the 50% credit will continue 
until August 31, 2008. 

10.3 Please provide the December 31, 2005 and December 31, 2006 GCVA balances. 

• The GCRA account balance is made up of a Storage account component and a 
Commodity Reference price component. The balances were as follows: 

Storage Commodity Total   
December 31, 2005 $187,391 $159,391 $346,782 
December 31, 2006 $158,080 $54,709 $212,789 
Increase (Decrease) ($29,311) ($104,682) ($133,993) 

The detailed GCRA calculation for each fiscal year (to April 30) is filed 
annually as part of the Gas Annual Report to the BCUC and is attached in 
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Appendix B, Schedule 6 as a detailed GCRA schedule for the 8 month period 
May 1 to December 31, 2006.   

11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost 
Reconciliation Account 

11.1 Please explain why unaccounted for gas as a percentage of total consumption has 
increased from 2.37% in 2004 to 7.24% in 2006. 

• Customer bills are comprised of 'energy' billing as apposed to the volume of 
gas delivered. The energy factor that converts the volume measured by the 
gas meter to the amount of energy billed the customers is comprised of: 

o a pressure factor corresponding to customers delivery pressure  

o a heat content factor derived from a sampling of the facility's product  

o a multiplier that converts the adjusted heat content to gigajoules 

It is these factors and the number of significant digits used in these factors 
(i.e. 1.1 vs. using 1.1009) that make the amount of unaccounted for gas is one 
of the most difficult aspects for any gas utility to control.  Over the past 8 
years, SPUCL’s unaccounted for gas has averaged 2,614 Gj per year or 
4.33% (a low of 1.24% in 1999 to a high of 7.24% in 2006). 

SPUCL has initiated a number investigations and actions to reduce the total 
of unaccounted for gas.   

Further detail on SPUCL’s annual unaccounted for gas and our 
investigations and actions over the past 10 years can be found in Appendix D.
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Appendix A 

 
Agreement extending the contract between 

Sun Peaks Utilities Co., Ltd. and Terasen Energy Services  
to August 31, 2008. 
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Appendix B 

Standard Regulatory Schedules 

Schedule 1 Utility Income and Earned Return 
Schedule 2 Utility Rate Base 
Schedule 3 Calculation of Income Taxes on Utility Income 
Schedule 4 Common Equity 
Schedule 5 Return on Capital 
Schedule 6 Gas Cost Reconciliation Account (GCRA)  
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Sun Peaks Utilities Co., Ltd. Schedule  1
Standard Regulatory Schedules

Utility Income and Earned Return
Fiscal 2007

Projected  
May'06 - 
Sep '06

Projected  Oct 
'06 - Apr '07

Projected  
Fiscal 2007

1 SALES VOLUME - GJ 16,035   65,138         81,173          
2 Present avg rate per GJ * 24.842   
3 Avg rates after interim increase  * 22.943         
4 Avg percentage increase in rates 1.7%
5 Percentage increase on Rev. Req.
6
7 UTILITY REVENUE
8 Gas Sales - present rates 398,340 398,340        
9                    - interim rates 1,494,460    1,494,460     

10 Other Income 84,086   112,220       196,306        
11 Fuel Cost Recovery -        -              -                
12 Revenue Adjustment -        -              -                
13 Revenue Requirement 18,760         18,760          
14 REVENUE REQUIREMENT 482,426 1,606,680    2,107,866     
15
16 EXPENSES
17 Cost of Gas 357,639 1,291,799    1,649,438     
18 Cost of gas service installations 65,000   85,000         150,000        
19 Labour costs 71,972          
20 Employee Benefits -                
21 Professional Fees 5,200            
22 General Admin. and Office 20,025          
23 Other Operating and Maintenance 43,826          
24 Contract Work, Distribution System Maint 27,500          
25 Taxes other than income tax 4,850            
26 Depreciation 5,546            
27 Amortization of Deferred Charges 7,415            
28 Amortization of Customer Contributions -                
29 Terasen delivery charges, net 82,121          
30 2,067,893     
31
32 Utility Income before Taxes 39,973          
33 Income Tax (incl. FIT) 16,376          
34  
35 EARNED RETURN 23,597          
36  
37 UTILITY RATE BASE 152,394        
38
39 RETURN ON RATE BASE 15.5%

* The average rate per gj after the rate increase is lower because a smaller proportion of gas
sales revenue comes from monthly basic charges during the high volume winter months.



Sun Peaks Utilities Co., Ltd. Schedule  2
Standard Regulatory Schedules

Utility Rate Base
Fiscal 2007

Projected  
Fiscal 2007

1 Gross plant in service
2     Beginning of Year 1,432,215
3     Additions 150,000   
4 Gross plant in service - End of Year 1,582,215
5
6 Accumulated Depreciation - End of Year 77,179     
7
8 Net Plant in Service - End of Year 1,505,036
9
10 Net Plant in Service - Beg. of Year 1367997
11
12 Net Plant in Service - Mid-Year 1,436,517
13
14 Plant in service # of months
15 Reduction in value of plant
16
17 Gross Contributions
18     Beginning of Year 1,216,019- 
19     Additions 150,000-    
20 Gross Contributions - End of year 1,366,019- 
21
22 Accum. Amort. Of Contributions
23 -            
24 Net Contributions End of year 1,366,019- 
25
26 Net Contributions Beg of year 1,216,019- 
27
28 Contributions - mid year 1,291,019- 
29
30 Deferred Charges - mid year
31 Working capital allowance 39,648     
32 Future Income Tax 16,376-      
33 Other Adjustments -            
34
35 TOTAL RATE BASE 152,394   



Sun Peaks Utilities Co., Ltd. Schedule  3
Standard Regulatory Schedules

Calculation of Income Taxes on Utility Income
Fiscal 2007

Projected  
Fiscal 2007

1 Utility Income before Taxes 39,973       
2 Deduct: interest on debt -            
3
4 Before Tax Accounting Income 39,973     
5
6 Add:
7  Depreciation 5,546       
8 Amortization of Deferred Charges 7,415       
9  Club Dues -            
10  Charitable Donations -            
11  Political Donations -            
12  Life Insurance Premium -            
13  Large Corporation Tax -            
14  Non-deductible expense -            
15 12,961     
16
17
18 Deduct:
19  Capital Cost Allowance 6,452       
20  Cumulative Eligible Cap Deduction -            
21  Capitalized Overhead -            
22 -            
23 6,452       
24
25  
26 Net Income for Tax Purposes 46,482     
27
28 Tax @ 33% 33% 15,339     
29 Federal Tax Abatement @ 10% -10% 4,648-        
30 Manuf & Process Ded @ 2% 2% -            
31 Provincial Tax @ 13.5% 14% 6,275       
32 Corporate Surtax @ 4% 4% -            
33 Plug Income Tax Payable 590-            
34
35 INCOME TAXES PAYABLE 16,376     
36
37 Future Income Tax -            
38 Total Income Tax Expense 16,376     



Sun Peaks Utilities Co., Ltd. Schedule 4
Standard Regulatory Schedules

Common Equity
Fiscal 2007

Projected  
Fiscal 2007 

1 Share Capital   * 1               
2 Retained Earnings  (Deficit)  * 63,158-      
3 Common Equity - Beg. of Year 63,157-      
4
5 Earned Return 23,597     
6 Less:  Dividends -            
7           Interest -            
8 Common Equity (Deficit) - End of Year 39,560-      
9
10 Mid- Year Common Equity (Deficit) 51,359-      

* Sun Peaks Utilities Co Ltd operates 3 main utilities, Gas, Water and Sewer.
Accordingly, 1/3 of share capital and deficit as at May 1/06 have been allocated
to the Gas utility.
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Appendix C 

Proposal from Northwest Pacific Gas Ltd. – April 2005 
(to consider options to extend natural gas service to Sun Peaks’ customers)
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Appendix D 

Unaccounted for Gas Update 
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Appendix D – Unaccounted for Gas Update 

11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost Reconciliation 
Account 

Unaccounted for Gas Volumes and Percentages (UAF) 
 
Over the past 8 years, SPUCL has averaged 2,614 Gj or 4.33% (a low of 1.24% in 1999 to a 
high of 7.24% in 2006). 
 
Year ended April 
30th 1998 1999 2000 2001 2002 2003 2004 2005 2006 
 UAF Gas (Gj)   732 572 2,601 3,002 2,072 3,555 1,765 3,692 5,539 
UAF Gas (%)  3.3% 1.2% 5.1% 5.9% 3.1% 5.3% 2.4% 4.9% 7.2% 

Over the years, SPUCL addressed the following actions taken in an effort to reduce the 
Unaccounted for Gas within the Gas distribution system 

Past Reviews Taken 
• Conversion Factors - During the summer of 2002, SPUCL’s field staff confirmed the 

type of gas meter and regulator pressure for each customer.  Two gas meters were being 
read as cubic feet instead of cubic meters and the billing corrected.  Each year, we 
reconfirm the factors for all new meters. 

• Underground Leaks - Each year SPUCL contracts to have a leak survey completed.  
Over the past two summers, a number of defective t-vales on service lines and mains 
(installed prior to 1996) have been found to be leaking.  These have now been replaced 
or repaired.  The Utility continues to be diligent in monitoring the distribution grid for 
similar problems. 

• Customer Meters – In 1997, the Utility replaced all gas meters to ensure compliance 
with Weights & Measures Canada.  In 2005, (7th year of their service), SPUCL replaced 
and recalibrate almost 50% of SPUCL’s total installed meter base.  While SPUCL is 
confident that little discrepancy will be found, 8 of these meters account for almost 40% 
of the gas supplied and it is these commercial meters that have a significant affect on our 
overall unaccounted for gas percentage. 

• Gas Storage Facility – A number of factors affect the overall accuracy of measurements 
taken at the Gas Storage Facility.  These include but are not limited to: 

• Errors in SPUCL’s Master Send Out Meter – This meter was recalibrated and the 
corrected meter was replaced in 2004, allowing for more accurate measurement of 
gas volumes leaving the plant.  

• Liquid Volumes delivered – Currently, SPUCL tracks bulk volumes delivered to the 
Gas Storage Facility by first determining the liquid levels in the delivery truck and 
the storage tanks.  Then after the fuel is delivered, the storage vessels are checked 
again.  The volume of gas received is then estimated.  The fuel tanks were built in 
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1958 and utilize dipping tubes.  Depending on the experience and expertise of the 
person performing the measurement, the volume recorded can be out by as much as 
a factor of 4%.  We did investigate the replacement of the dipping tube with a 
gauge; however, because of the small aperture in these tanks, it was not possible to 
have the done. 

• Gas Lost during Line Hits – SPUCL experiences between 2 to 5 line hits per 
construction season, even these few main/service line incidents result in an 
accumulative loss of gas.  SPUCL continues to improve its tracking this volume of 
gas so that the damager is billed for the full volume rather than adding it to the 
overall gas volume losses.   

Items currently under review 

• Main/Line Installation Purges – Starting with the 2004 construction season, the Utility will 
track main/service installation line venting and is billing this gas volume back to the 
developer or customer. 

• Unloading Dock leveling – We surveyed the gas unloading dock and found that the area 
over the length of the unloading zone is out of level by almost 2 feet.  Estimates to have this 
corrected have ranged between $20,000 and $30,000.  To determine the effect of this on 
tracking gas volumes received, the Utility performed a two month trail and had the vehicles 
weighted prior to and post delivery.  As a result of this, we believe that the amount of fuel left 
on the truck is not significant enough to warrant the expenditure.  SPUCL continues to 
review this issue from time to time. 

• Liquid Meter at Receiving Dock – Most large facilities like Revelstoke and Whistler have a 
liquid metering pump located at the receiving dock to more accurately record fuel being 
delivered.  The costs to have one installed at Sun Peaks’ Gas Storage Facility have been 
estimated at $50,000.  SPUCL believes this is the most effective method of accurately 
tracking the fuel delivered and would allow SPUCL to more accurately determine what the 
lost and unaccounted gas factor is.  Due to the changes in ownership with Terasen Inc. 
(Terasen Utility Services (now Corix) and with the formation of Terasen Energy Services 
(TES), SPUCL is currently negotiating with TES for the installation of a liquid meter for 
installation within the Gas Storage Facility this summer. 

 
The Utility continues to monitor the unaccounted for gas volumes each year and is working with 
TES, other gas utilities and industry experts at options to control and reduce this factor. 
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Appendix E 

Schedule 1  Alternative Fuel Costs 

Schedule 2  Allocation of Sun Peaks Resort Corp. Administration Fee
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Schedule 1

Allocation based on Fiscal 2007 Forecast

Total Gas Water Sewer Other

Revenue 3,087,046  2,089,105    480,978    499,373      17,590      
Distribution 67.7% 15.6% 16.2% 0.6%
Allocation of monthly admin fee 2,000        1,353           312           324             11             

Payroll Costs
Wages & benefits 403,070     71,972         155,401    163,427      12,270      
Distribution 17.9% 38.6% 40.5% 3.0%
Allocation of monthly admin fee 2,000        357              771           811             61             

Net Book Value of Property & Equi 513,983     87,820         129,866    292,874      3,423        
Distribution 17.1% 25.3% 57.0% 0.7%
Allocation of monthly admin fee 2,000        342              505           1,140          13             

Average Allocation 2,000        684              529           758             29             
Average Distribution 100% 34.2% 26.5% 37.9% 1.4%

Allocation based on Fiscal 2006 Actual

Total Gas Water Sewer Other

Revenue 2,756,629  1,898,056    408,272    432,711      17,590      
Distribution 68.9% 14.8% 15.7% 0.6%
Allocation of monthly admin fee 2,000        1,377           296           314             13             

Payroll Costs
Employee benefits 43,688      11,101         15,839      14,809        1,939        
Wages 345,594     58,408         134,246    143,028      9,912        

389,282     69,509         150,085    157,837      11,851      
Distribution 17.9% 38.6% 40.5% 3.0%
Allocation of monthly admin fee 2,000        357              771           811             61             

Net Book Value of Property & Equi 519,583     94,420         141,866    275,874      7,423        
Distribution 18.2% 27.3% 53.1% 1.4%
Allocation of monthly admin fee 2,000        363              546           1,062          29             

Average Allocation 2,000        699              538           729             34             
Average Distribution 100% 35.0% 26.9% 36.4% 1.7%

Allocation of $2,000/mo Administration Fee
Sun Peaks Utilities Co Ltd



Schedule 2

Condo or Townhouse 17.4  gj

Cost, FOB Sun Peaks 20.420            $/gj 0.704             $/L 440.00            Per 100 gal 0.0633 $/kWh
Cost per Litre 0.968             $/L
Energy content 38.2               mj/L 277.778  kWh/gj
Energy content oin L/gj 39.4               L/gj 26.18             L/gj
Efficiency Comparison Factor 80%
Cost per gj 20.420            $/gj 27.745            $/gj 25.337            $/gj 14.067         $/gj
Basic or bottle/meter rental 18.00              $/mo 11.66             $/mo -                 $/mo 3.75             $/mo
Annual energy usage 17.4  gj 17.4  gj 17.4  gj 17.4  gj

Annual Cost 571.31           622.69           440.86           289.72        

Monthly Average Cost 47.61             51.89            36.74            24.14          

Residential Home 85.7  gj

Cost, FOB Sun Peaks 20.420            $/gj 0.704             $/L 440.00            Per 100 gal 0.0633 $/kWh
Cost per Litre 0.968             $/L
Energy content 38.2               mj/L 277.778  kWh/gj
Energy content in L/gj 39.4               L/gj 26.18             L/gj
Efficiency Comparison Factor 80%
Cost per gj 20.420            $/gj 27.745            $/gj 25.337            $/gj 14.067         $/gj
Basic or bottle/meter rental 18.00              $/mo 11.66             $/mo -                 $/mo 3.75             $/mo
Annual energy usage 85.7  gj 85.7  gj 85.7  gj 85.7  gj

Annual Cost 1,965.99        2,517.71        2,171.36        1,250.48     

Monthly Average Cost 163.83           209.81           180.95           104.21        

Small Commercial 220  gj

Cost, FOB Sun Peaks 20.420            $/gj 0.664             $/L 440.00            Per 100 gal 0.0712 $/kWh
Cost per Litre 0.968             $/L
Energy content 38.2               mj/L 277.778  kWh/gj
Energy content oin L/gj 39.4               L/gj 26.18             L/gj
Efficiency Comparison Factor 80%
Cost per gj 20.420            $/gj 26.169            $/gj 25.337            $/gj 15.822         $/gj
Basic or bottle/meter rental 30.00              $/mo 20.00             $/mo -                 $/mo 4.48             $/mo
Annual energy usage 220  gj 220  gj 220  gj 220  gj

Annual Cost 4,852.40        5,997.29        5,574.08        3,534.65     

Monthly Average Cost 404.37           499.77           464.51           294.55        

Large Commercial 4,269              gj

Cost, FOB Sun Peaks 20.920            $/gj 0.544             $/L 440.00            Per 100 gal 0.0712 $/kWh
Cost per Litre 0.968             $/L
Energy content 38.2               mj/L 277.778  kWh/gj
Energy content oin L/gj 39.4               L/gj 26.18             L/gj
Efficiency Comparison Factor 80%
Cost per gj 20.920            $/gj 21.441            $/gj 25.337            $/gj 15.822         $/gj
Basic or bottle/meter rental 120.00            $/mo 83.33             $/mo -                 $/mo 4.48             $/mo
Annual energy usage 4,269              gj 4,269             gj 4,269             gj 4,269           gj

Annual Cost 90,747.48      92,533.64      108,162.44    67,598.88   

Monthly Average Cost 7,562.29        7,711.14        9,013.54        5,633.24     

* March 2007 rates which are based on the November 1/06 interim delivery rate and basic rate increase and the
December 1/06 commodity price decrease.

SPUCL rates March '07 Residential
Small 

Commercial
Large 

Commercial Conversion factors
Commodity 17.8905         17.8905        17.8905         1 gallon = 4.5461 L
Delivery 2.5295           2.5295          3.0295           1 gj = 1,000 mj
Rate per gj 20.4200         20.4200        20.9200       

Sun Peaks Utilities Co., Ltd.
Cost of Alternative Fuels

March 2007

SPUCL Piped Propane * ElectricityFurnace OilBottled Propane


	1.0 Reference: Exhibit B-1, Application, p. 3
	“The propane gas distribution system is owned and operated by SPUCL.  Terasen Energy Services (TES, formerly operated by Terasen Utility Services), a division of Kinder Morgan owns the propane gas storage facility located at Sun Peaks as part of a 10 year services agreement with SPUCL that expires April 30, 2007.  …As SPUCL is currently in negotiations with TES to reach a new agreement, there is a degree of uncertainty concerning future costs and accordingly this Application is for a one year period.”
	1.1 What is the current status of the negotiations?  If Sun Peaks cannot reach a new agreement with TES, does Sun Peaks have an alternative source of propane storage?   
	 TES and Sun Peaks negotiated an extension until August 31, 2008 of the existing contract based on the current terms and conditions.  See Appendix A for copy of agreement.
	Both companies feel that this will give enough time to negotiate a replacement contract.   We expect that should SPUCL not be able to renegotiate an extension to this agreement, that other suppliers would be able to supply propane and similar services to TES.

	1.2 Does Sun Peaks anticipate that the new agreement will be similar to the existing agreement (TES retaining ownership of the propane gas storage facility and providing services to SPUCL)?  If not, please explain.  
	 SPUCL expects to reach an agreement with similar terms found in the current agreement with TES prior to the expiration the current agreement on August 31, 2008 amending agreement.


	2.0 Reference: Sun Peaks Revised Tariff, Revenue Requirements and Water Rate Design (Phase I) For The Fiscal Years 1997/8; 1998/9; and 1999/2000 Decision (“1999 Water Rights Decision”), p. 13
	2.1 Does SPUCL’s Water Division include depreciation/amortization in the Operational and Maintenance expenses schedule used in the operating margin calculation?  Please provide the Operational and Maintenance expense schedule used by the Comptroller of Water rights to calculate Sun Peaks (Water Division) operating margin.

	3.0 Reference: Exhibit B-1, Application, p. 4 and 1999 Water Rights Decision, p. 28
	“The ‘Operating Ratio Approach’ methodology used in this rate application is similar to that used for SPUCL’s Water Division as approved by the Provincial Government’s Comptroller of Water Rights for small water utilities.”
	The 1999 Water Rights Decision also provided regulatory guidance regarding the treatment of any potential excess revenues.  If actual revenues exceed the revenue requirement by more than two percent, the utility can make a case for the retention of the excess revenue based on cost; otherwise the excess revenue will be refunded to the utility’s customers.  Revenue deficits will be the sole responsibility of the utility.
	3.1 Does Sun Peaks agree with the Comptroller of Water Rights guidance that if actual revenues exceed the revenue requirement by more than two percent, the utility can make a case for the retention of the excess revenue; otherwise the excess revenue will be refunded to the utility’s customers?  Does Sun Peaks also agree that revenue deficits will be the sole responsibility of the utility?  Is it Sun Peaks’ view that the same reasoning should apply to SPUCL?

	 The February 28, 2006 Order No 2053 from the Office of the Deputy Comptroller of Water Rights,  Decision with Reasons, page 13, provides that for 2007 and 2008, combined revenues exceeding 5% over the approved Revenue Requirements shall be deposited into the RRTF and any Revenue deficit will be the responsibility of the Utility. 
	4.0 Reference: Exhibit B-1, Application, p. 5
	“The 8.79% operating margin is based on the BCUC’s 2006 published rate of return of 8.29% for low risk, high grade utilities plus 0.5%.”
	4.1 Please explain why Sun Peaks considers the 0.5% premium on the Return on Common Equity for a Low-Risk Benchmark Utility appropriate.

	 SPUCL does not profess to be an expert on this subject and  provided for a 0.5% premium in order to be consistent with what was approved by the Comptroller of Water Rights on February 28, 2006 for its’ Water Tariff  No 4.
	5.0 Reference: Exhibit B-1, Application, p. 5 and 1999 Water Rights Decision, p. 7
	5.1 Schedule 1 Utility Income and Earned Return

	6.0 Reference: Exhibit B-1, Application, p. 10 and Schedule 9-Price Increase Effect on Customers
	6.1 Please explain why the additional revenue required should be recovered equally from basic charges and delivery charges.
	6.2 For the same customer types listed in Schedule 9, please provide the cost of alternative fuels (bottled propane, fuel oil and electricity).

	7.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost Projection
	“In fiscal 2007, the gas trainer will be on site twice to train two recently hired staff members.”
	7.1 Please explain why training costs have increased from $3,636 in 2006 to $7,000 in 2007, but the staffing detail information shows no change in staff (7.2 staff in 2006 and 7.1 staff in 2007).
	“In order to reduce labour costs and enhance worker safety, SPUCL has decided to upgrade all gas meters to remote reading capability.  This process is expected to take approx 12 years at approx 50 meters per year.”
	7.2 Please explain why the meters with remote reading capability are not treated as tangible capital assets (Section 3061 – Property, Plant and Equipment of the CICA Handbook)?
	7.3 What is the expected life of the meters with remote reading capability?

	 SPUCL has been advised by the manufacturer, Sensus, that the expected life of the meters with remote reading capability is expected to be the same as the existing gas meters.  Only the batteries within the remote unit itself will require replacement every 3 to 5 years.
	7.4 What is the remaining life of the existing gas meters without remote reading capability?
	7.5 Do the gas meters without remote reading capability have a salvage value?  If yes, provide the salvage value.
	7.6 Please provide the forecasted annual labour costs savings for 2007-2009 as a result of the change to meters with remote reading capability.
	7.7 Please describe the worker safety issues that support the change to meters with remote reading capability.
	 In a mountain resort with steep slopes, significant snow falls and many freeze-thaw cycles, meter reading can and has proved to be safety issue to staff.  
	Sun Peaks has tried to work with customers in the placement of meters to ensure that the route to these meters is safe.  However, due the seasonal nature of the property owners at Sun Peaks, walks and paths are not always kept clear of ice and snow
	Over the past five years, there has been an average of one work time loss injury per year due to slips and falls reading meters.  In 2000, an employee was seriously injured while reading meters and significant work time loss incurred.   It is the safety issues and concerns that is the driving force behind the change over to remote reading meters.   
	Water meters already have the capability for a remote reading option thus SPUCL will be able to read all utility meters remotely once this meter change out project is completed. 
	7.8 Please provide a cost/benefit analysis justifying the upgrade of all gas meters to remote reading capability. 
	 As stated in 7.7, the driving factor for upgrading to remote meter reading capabilities is the safety of our employees.  SPUCL has been very fortunate in that we have maintained a high safety record and currently pay premiums that are 15.4% below our industry average.  However, this could change significantly with one fall resulting in a serious injury as happened in 2000. 
	As stated in our latest communication from Work Safe BC “a single injury can exceed $1 million…,” it is prudent that SPUCL continues to strive for a safe work environment in order to control premium costs and ensure the safety of staff members.
	7.9 Please describe the dispute with the contractor breaking a gas line in December 2004 and the settlement of the dispute.
	 On December 15, 2004, a contractor working on a new water treatment plant expansion for Sun Peaks Resort Corporation dug through a main gas line.   Due to the location of the gas line, a significant number of customers were affected and lost gas service.  The cost of emergency response and repairs plus the cost to perform relights resulted in a bill to the contractor of $37,503.  The contractor and its insurance company disputed the billing and it was eventually settled with the help of legal advice at $32,503.  This is the Utility’s first dispute where significant legal action was required to settle the cost of this repair.
	7.10 Please describe the “several human resource related issues”.
	7.11 Given that legal costs have been under $100 for the gas division over the past few years, please explain why 2007 forecast legal costs are $2,600.
	7.12 Did Sun Peaks Resort Corp provide reception, computer support, purchasing/expediting, cheque signing and management oversight to SPUCL prior to fiscal 2006?
	7.13 Please explain why Sun Peaks considers the allocation of 1/3 of the $2,000/mo administration fee to the Gas division appropriate.
	7.14 Please provide the terms of the line of credit (annual interest rate, repayment terms, security, and average outstanding balance).
	7.15 Please show the calculation of the $4,500 annual interest expense and explain allocation of 1/3 of the interest to the Gas division.

	8.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost Projection and Pacific Northern Gas 2002 Revenue Requirements Ltd. Decision, pp. 35-39
	“During the spring of 2005, Terasen Utility Services prepared a report on the cost of building a natural gas pipeline to Sun Peaks.  The total cost of the study was $20,500 of which $10,250 was included in the 2005 fiscal year and $10,250 in the 2006 fiscal year.”
	8.1 Please provide a copy of the report to the Commission.
	8.2 Pages 35-39 of the Pacific Northern Gas Ltd. 2002 Revenue Requirements Decision describe studies undertaken by another utility and the Commission’s decision on those studies.  Please explain why the cost of the natural gas study should be recoverable from customers.
	This may change over the next few years due to plans by the Heffley Creek Tolko Mill to switch to bio-fuel thus moving away for any gas usage.  This could potentially free up close to 1,000,000 gigajoules of natural gas per year.  SPUCL is currently in talks with TES to review this option.
	8.3 Did Sun Peaks receive Commission approval to defer the $20,500 cost of the report and amortize the cost over two years?

	9.0 Reference: Exhibit B-1, Application, Schedule 10, GCRA
	9.1 Please show the calculation of the $4,845 storage account interest charge for May 1 – Sept 30, 2006.

	10.0   Reference: Exhibit B-1, Application, p. 7 and Schedule 10, GCRA
	“At present, SPUCL receives no basic charge revenue as 100% of the basic revenue collected from its customers is remitted to TES in accordance with the 10 year gas agreement.”
	10.1 Please confirm that SPUCL receives a 50% credit for basic charges paid to TES and that the credit reduces the monthly storage facility charge (Schedule 10).
	10.2 Please explain if this treatment of basic charge revenue is part of the new agreement with TES that is under negotiations.  Please explain if the 50% credit for basic charges is also expected to continue.
	10.3 Please provide the December 31, 2005 and December 31, 2006 GCVA balances.

	11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost Reconciliation Account
	11.1 Please explain why unaccounted for gas as a percentage of total consumption has increased from 2.37% in 2004 to 7.24% in 2006.
	Schedule 1 Utility Income and Earned Return

	11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost Reconciliation Account
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	1.0 Reference: Exhibit B-1, Application, p. 3
	“The propane gas distribution system is owned and operated by SPUCL.  Terasen Energy Services (TES, formerly operated by Terasen Utility Services), a division of Kinder Morgan owns the propane gas storage facility located at Sun Peaks as part of a 10 year services agreement with SPUCL that expires April 30, 2007.  …As SPUCL is currently in negotiations with TES to reach a new agreement, there is a degree of uncertainty concerning future costs and accordingly this Application is for a one year period.”
	1.1 What is the current status of the negotiations?  If Sun Peaks cannot reach a new agreement with TES, does Sun Peaks have an alternative source of propane storage?   
	 TES and Sun Peaks negotiated an extension until August 31, 2008 of the existing contract based on the current terms and conditions.  See Appendix A for copy of agreement.
	Both companies feel that this will give enough time to negotiate a replacement contract.   We expect that should SPUCL not be able to renegotiate an extension to this agreement, that other suppliers would be able to supply propane and similar services to TES.

	1.2 Does Sun Peaks anticipate that the new agreement will be similar to the existing agreement (TES retaining ownership of the propane gas storage facility and providing services to SPUCL)?  If not, please explain.  
	 SPUCL expects to reach an agreement with similar terms found in the current agreement with TES prior to the expiration the current agreement on August 31, 2008 amending agreement.


	2.0 Reference: Sun Peaks Revised Tariff, Revenue Requirements and Water Rate Design (Phase I) For The Fiscal Years 1997/8; 1998/9; and 1999/2000 Decision (“1999 Water Rights Decision”), p. 13
	2.1 Does SPUCL’s Water Division include depreciation/amortization in the Operational and Maintenance expenses schedule used in the operating margin calculation?  Please provide the Operational and Maintenance expense schedule used by the Comptroller of Water rights to calculate Sun Peaks (Water Division) operating margin.

	3.0 Reference: Exhibit B-1, Application, p. 4 and 1999 Water Rights Decision, p. 28
	“The ‘Operating Ratio Approach’ methodology used in this rate application is similar to that used for SPUCL’s Water Division as approved by the Provincial Government’s Comptroller of Water Rights for small water utilities.”
	The 1999 Water Rights Decision also provided regulatory guidance regarding the treatment of any potential excess revenues.  If actual revenues exceed the revenue requirement by more than two percent, the utility can make a case for the retention of the excess revenue based on cost; otherwise the excess revenue will be refunded to the utility’s customers.  Revenue deficits will be the sole responsibility of the utility.
	3.1 Does Sun Peaks agree with the Comptroller of Water Rights guidance that if actual revenues exceed the revenue requirement by more than two percent, the utility can make a case for the retention of the excess revenue; otherwise the excess revenue will be refunded to the utility’s customers?  Does Sun Peaks also agree that revenue deficits will be the sole responsibility of the utility?  Is it Sun Peaks’ view that the same reasoning should apply to SPUCL?

	 The February 28, 2006 Order No 2053 from the Office of the Deputy Comptroller of Water Rights,  Decision with Reasons, page 13, provides that for 2007 and 2008, combined revenues exceeding 5% over the approved Revenue Requirements shall be deposited into the RRTF and any Revenue deficit will be the responsibility of the Utility. 
	4.0 Reference: Exhibit B-1, Application, p. 5
	“The 8.79% operating margin is based on the BCUC’s 2006 published rate of return of 8.29% for low risk, high grade utilities plus 0.5%.”
	4.1 Please explain why Sun Peaks considers the 0.5% premium on the Return on Common Equity for a Low-Risk Benchmark Utility appropriate.

	 SPUCL does not profess to be an expert on this subject and  provided for a 0.5% premium in order to be consistent with what was approved by the Comptroller of Water Rights on February 28, 2006 for its’ Water Tariff  No 4.
	5.0 Reference: Exhibit B-1, Application, p. 5 and 1999 Water Rights Decision, p. 7
	5.1 Schedule 1 Utility Income and Earned Return

	6.0 Reference: Exhibit B-1, Application, p. 10 and Schedule 9-Price Increase Effect on Customers
	6.1 Please explain why the additional revenue required should be recovered equally from basic charges and delivery charges.
	6.2 For the same customer types listed in Schedule 9, please provide the cost of alternative fuels (bottled propane, fuel oil and electricity).

	7.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost Projection
	“In fiscal 2007, the gas trainer will be on site twice to train two recently hired staff members.”
	7.1 Please explain why training costs have increased from $3,636 in 2006 to $7,000 in 2007, but the staffing detail information shows no change in staff (7.2 staff in 2006 and 7.1 staff in 2007).
	“In order to reduce labour costs and enhance worker safety, SPUCL has decided to upgrade all gas meters to remote reading capability.  This process is expected to take approx 12 years at approx 50 meters per year.”
	7.2 Please explain why the meters with remote reading capability are not treated as tangible capital assets (Section 3061 – Property, Plant and Equipment of the CICA Handbook)?
	7.3 What is the expected life of the meters with remote reading capability?

	 SPUCL has been advised by the manufacturer, Sensus, that the expected life of the meters with remote reading capability is expected to be the same as the existing gas meters.  Only the batteries within the remote unit itself will require replacement every 3 to 5 years.
	7.4 What is the remaining life of the existing gas meters without remote reading capability?
	7.5 Do the gas meters without remote reading capability have a salvage value?  If yes, provide the salvage value.
	7.6 Please provide the forecasted annual labour costs savings for 2007-2009 as a result of the change to meters with remote reading capability.
	7.7 Please describe the worker safety issues that support the change to meters with remote reading capability.
	 In a mountain resort with steep slopes, significant snow falls and many freeze-thaw cycles, meter reading can and has proved to be safety issue to staff.  
	Sun Peaks has tried to work with customers in the placement of meters to ensure that the route to these meters is safe.  However, due the seasonal nature of the property owners at Sun Peaks, walks and paths are not always kept clear of ice and snow
	Over the past five years, there has been an average of one work time loss injury per year due to slips and falls reading meters.  In 2000, an employee was seriously injured while reading meters and significant work time loss incurred.   It is the safety issues and concerns that is the driving force behind the change over to remote reading meters.   
	Water meters already have the capability for a remote reading option thus SPUCL will be able to read all utility meters remotely once this meter change out project is completed. 
	7.8 Please provide a cost/benefit analysis justifying the upgrade of all gas meters to remote reading capability. 
	 As stated in 7.7, the driving factor for upgrading to remote meter reading capabilities is the safety of our employees.  SPUCL has been very fortunate in that we have maintained a high safety record and currently pay premiums that are 15.4% below our industry average.  However, this could change significantly with one fall resulting in a serious injury as happened in 2000. 
	As stated in our latest communication from Work Safe BC “a single injury can exceed $1 million…,” it is prudent that SPUCL continues to strive for a safe work environment in order to control premium costs and ensure the safety of staff members.
	7.9 Please describe the dispute with the contractor breaking a gas line in December 2004 and the settlement of the dispute.
	 On December 15, 2004, a contractor working on a new water treatment plant expansion for Sun Peaks Resort Corporation dug through a main gas line.   Due to the location of the gas line, a significant number of customers were affected and lost gas service.  The cost of emergency response and repairs plus the cost to perform relights resulted in a bill to the contractor of $37,503.  The contractor and its insurance company disputed the billing and it was eventually settled with the help of legal advice at $32,503.  This is the Utility’s first dispute where significant legal action was required to settle the cost of a repair.
	7.10 Please describe the “several human resource related issues”.
	7.11 Given that legal costs have been under $100 for the gas division over the past few years, please explain why 2007 forecast legal costs are $2,600.
	7.12 Did Sun Peaks Resort Corp provide reception, computer support, purchasing/expediting, cheque signing and management oversight to SPUCL prior to fiscal 2006?
	7.13 Please explain why Sun Peaks considers the allocation of 1/3 of the $2,000/mo administration fee to the Gas division appropriate.
	7.14 Please provide the terms of the line of credit (annual interest rate, repayment terms, security, and average outstanding balance).
	7.15 Please show the calculation of the $4,500 annual interest expense and explain allocation of 1/3 of the interest to the Gas division.

	8.0 Reference: Exhibit B-1, Application, Schedule 5-Operating & Maintenance Cost Projection and Pacific Northern Gas 2002 Revenue Requirements Ltd. Decision, pp. 35-39
	“During the spring of 2005, Terasen Utility Services prepared a report on the cost of building a natural gas pipeline to Sun Peaks.  The total cost of the study was $20,500 of which $10,250 was included in the 2005 fiscal year and $10,250 in the 2006 fiscal year.”
	8.1 Please provide a copy of the report to the Commission.
	8.2 Pages 35-39 of the Pacific Northern Gas Ltd. 2002 Revenue Requirements Decision describe studies undertaken by another utility and the Commission’s decision on those studies.  Please explain why the cost of the natural gas study should be recoverable from customers.
	This may change over the next few years due to plans by the Heffley Creek Tolko Mill to switch to bio-fuel thus moving away for any gas usage.  This could potentially free up close to 1,000,000 gigajoules of natural gas per year.  SPUCL is currently in talks with TES to review this option.
	8.3 Did Sun Peaks receive Commission approval to defer the $20,500 cost of the report and amortize the cost over two years?

	9.0 Reference: Exhibit B-1, Application, Schedule 10, GCRA
	9.1 Please show the calculation of the $4,845 storage account interest charge for May 1 – Sept 30, 2006.

	10.0   Reference: Exhibit B-1, Application, p. 7 and Schedule 10, GCRA
	“At present, SPUCL receives no basic charge revenue as 100% of the basic revenue collected from its customers is remitted to TES in accordance with the 10 year gas agreement.”
	10.1 Please confirm that SPUCL receives a 50% credit for basic charges paid to TES and that the credit reduces the monthly storage facility charge (Schedule 10).
	10.2 Please explain if this treatment of basic charge revenue is part of the new agreement with TES that is under negotiations.  Please explain if the 50% credit for basic charges is also expected to continue.
	10.3 Please provide the December 31, 2005 and December 31, 2006 GCVA balances.

	11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost Reconciliation Account
	11.1 Please explain why unaccounted for gas as a percentage of total consumption has increased from 2.37% in 2004 to 7.24% in 2006.
	Schedule 1 Utility Income and Earned Return

	11.0 Reference: Sun Peaks Fiscal 2006 Annual Report, Schedule 7 – Gas Cost Reconciliation Account
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