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VIA EFILE 
info@stargas.ca December 12, 2016 
 
 STARGAS DELIVERY RATE 

                                             EXHIBIT A2-8 
Mr. M. A. Blumes 
President 
Stargas Utilities Ltd. 
1960 K.L.O. Road 
Unit 17 
Kelowna, BC   V1W 5L2 
 
Dear Mr. Blumes: 
 
Re: Stargas Utilities Ltd. 

Application to Vary Delivery Rate, Amend Cost of Service Formula and  
Approve Replacement Term Financing/Redemption of Preferred Shares 

 
Commission staff submits the following document for the record in this proceeding: 

 
Page 4 of Appendix A to British Columbia Utilities Commission Order G-157-12 

with respect to the Stargas Utilities Ltd. 2012 Application to Alter Rates 
 
Yours truly, 
 
Original signed by: 
 
Laurel Ross 
 
SS/dg 
Enclosure 
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On July 13, 2005, Stargas fi led an application with the Commission for approval to alter rates (the “2005 
Application”).  The 2005 Application contained a request for approval to include the accumulated unpaid dividends 
in rate base (the “2005 Application”).  The Commission denied this request and stated the following in the Reasons 
for Decision accompanying Order G-118-05: 

“The Commission does not consider that unpaid dividends are appropriate for inclusion in rate 
base and should be removed.  These cumulative dividends will  become a cost to Stargas when it 
has the financial resources to be able to pay the dividends .  Accordingly, the preferred shares are 
to be shown as a no-cost item in the capital structure, until  such time as the dividends are 

declared and paid.” 
 
On July 29, 2009, Stargas fi led an application with the Commission for approval to alter rates (the “2009 

Application”).  The 2009 Application contained a request to amortize the accumulated unpaid dividends of 
$135,887 into the revenue requirement over ten years (the “2009 Application”).   The Commission denied this 
request and stated the following in the Reasons for Decision accompanying Order G-164-09: 

“The request to amortize $135,887 of accumulated unpaid dividends on Stargas’ preferred 

shares into its revenue requirement over ten years is not approved.  As stated in Commission 
Order G-118-05, the accumulated unpaid dividends wil l become a cost to Stargas when it has the 
financial resources to be able to pay the dividends.” 

 
The current Application requests approval to amortize the $135,887 of accumulated unpaid dividends into the 
revenue requirement over twenty years, commencing in fiscal 2013, which translates to $6,794 per fiscal year.
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The Commission considered the points outlined below in order to determine the appropriateness of amortizing the 
accumulated unpaid dividends into the revenue requirement over a period of twenty years. 
 
1. The Stargas revenue requirement did not include any return on equity during the period from fiscal 2002 

through fiscal 2006 inclusive when the unpaid dividends accumulated.
6
  Therefore, any future recovery of the 

accumulated unpaid dividends would not represent a doubling up of return on equity. 
 

2. Stargas’ preferred shares are cumulative, meaning that the unpaid dividends of $135,887 are in arrears and 
have accumulated for future payment.  The cumulative preferred shares cannot be redeemed until  such time 
as the cumulative preferred share dividends in arrears are declared and paid. 

 

3. Stargas submits on p. 3 of 10 of the Application that the issue is ‘circular’ and if they are unable to include the 
accumulated unpaid dividends in the revenue requirement, they will  not be in a position to declare and pay 
the dividends in arrears. 
 

Considering that no return on equity was included in the revenue requirement from fiscal 2002 through fiscal 
2006, the Commission considers it appropriate that the accumulated unpaid dividends are declared and paid to the 
shareholder; however, the Commissi on does not consider it appropriate to include a portion of preferred share 

dividends in the revenue requirement unless they are declared and paid in the same fiscal year.  Therefore, the 
Commission approves Stargas’ request to amortize the accumulated unpaid dividends in the revenue 
requirement over a period of twenty years and directs Stargas to declare and pay $6,794 in cumulative preferred 
share dividends in each fiscal year. 

 
The Commission maintains its position that it is not appropriate to include the $135,887 in rate base, as the total 
balance has not been declared and paid and therefore does not represent a cost to Stargas. 

                                                                 
 
5
 The Application, p. 3 of 10 

6 The Stargas IR Response, p. 1 
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