
Stargas Utilities Ltd. 
Application to Amend Rate Schedule and Accounting for 

Installation Costs 

Stargas Response to Information Request No. 1 

A. REGULATORY ACCOUNTING TREATMENT FOR INSTALLATION COSTS 

1.0 

INTRODUCTION: AMENDMENTS TO APPLICATION 

Stargas, following its initial review of the Commission's IR No. 1, made the determination that it 
ought to, and herein seeks BCUC approval to amend its Application as follows: 

Reference: 

To include meter costs with line and other costs in rate base charging new 
residential and small commercial installations and customers converting from 
propane only a twenty-five ($25) installation charge 
To amend its proposed amortization of costs added to rate base over 35 years 
rather than the 10 years proposed in the Application as filed 
To initiate the proposed 2017 Installation Application Regulatory Account rider 
upon confirmation of costs therein by Commission Staff 

Stargas Application 
Exhibit B-1, Application, pp. 1-2; Appendix A, p. 5; Appendix C, p. 8; Exhibit 
A2-1 
Stargas proposal 

On page 1 of its Application, Stargas Utilities Ltd. (Stargas) states "Stargas proposes to pass on to 
new customers only their contribution to the cost of the meters (currently $450), while adding 
standard line and manifold costs (if applicable) incurred in completing new and propane 
conversion installations to rate base." 

On page 2 of the Application, Stargas states "the maximum investment level included In rate 
base would be amounts incurred pursuant [its contract with FortisBC Alternate Energy Services 
Inc. (FAE) ... together with the Stargas 10% mark-up." 

1.1 Does Stargas consider the total cost for a new installation to be comprised of the 
standard line ($1,250), manifold ($300, where applicable) and meter costs (currently 
$450)? If not, please provide what Stargas considers to be the total cost for a new 
installation. 

Response: The total cost includes the above amounts together with the Stargas markup of I 0% 
and administrative fee of $50; $1 ,920 for a single installation and $2,745 for a new installation 
with two meters and manifold. 

1.2 Please explain why Stargas has proposed in its Application that the cost of the meter set 
(currently $450) be the appropriate customer contribution for new installations, as 
opposed to some other amount. 
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On page 4 of the Application, Stargas includes the following quote from the SSPOA final argument in the 
Stargas September 26, 2016 Application to Vary Delivery Rate, Amend Cost of Service Formula and 
Approve Replacement Term Financing/Redemption of Preferred Shares (2016 Delivery Rate Application) 
proceeding: "In the case of FortisBC Energy, the SSPOA understands the connection charge is $25, for 
example." Appendix A to the Application also includes excerpts from letters of comment in the Stargas 
2016 Delivery Rate Application proceeding, as follows: 

WG: "the connection cost of $1,920 is a staggering amount compared to the $25 Fortis 
charges just 10 km by road from Silver Star." 

"DP": I don't understand why it only costs $25 for our friends down the hill to get a 
connection from Fortis and it is so expensive up here. Our premises already had propane 
installed so we asked Star Gas about connection and received what seems to be the usual 
response- $1920. 

Response: In crafting the Application, Stargas considered it appropriate to levy an amount of $450 to 
customers (its cost of meters) in that a meaningful reduction necessary to attract (particularly) propane 
conversions but that given the indicated payback to current propane customers that a charge of $2 t 5 for 
the meter (after the price reduction offered by FEI -see responses to 2.0 elsewhere herein) offered a 
modest reduction to the rate base increment and that in consideration of the additional return levied 
ratepayers. Please refer to our response to 1.3. 

· 1.3 Please comment on whether Stargas would be open to a lower, or no, customer contribution 
amount, in the event that this is not detrimental to existing customers (i.e. It works out in the 
cost/benefit analysis or it makes financial sense). 

Response: Having further considered the tenor of questions raised in IR No. 1, Stargas re-evaluated costs 
and benefits under a further revised program and concluded that a further reduction to the amount charged 
new customers warranted, Stargas, hereby, requests Commission approval to amend its A1212lication to 
conform, as relates to the initial cost to new ratepayers (whether new installations or customers converting 
from propane to natural gas) to an initial installation charge of$25 with the balance of the costs incurred 
in residential and/or small commercial installations added to the Stargas rate base. 

1.4 Please discuss what Stargas considers to be the key qualitative and quantitative considerations 
in determining the appropriate customer contribution and cost allowance (i.e. maximum 
investment level) amounts for new installations. 

Exhibit A2-1 contains pages from FortisBC Energy Inc.'s (FE I} tariff. It shows that FEI's Application Fee for 
new installations is $25 and its Service Line Cost Allowance for installations is $2,055 for anything "Other 
than duplex" and $4,110 for a Duplex. FEI"will install for Rate Schedule 1 and Rate Schedule 2 
Customers the Service Line from the Main to the Meter Set on the Customer's premises at no additional 
cost to the Customer provided ... (ii) the estimated direct cost of the Service Line does not exceed the 
Service Line Cost Allowance set out in [its] Standard Fees and Charges Schedule." 

Response: In preparing the Application, Stargas cognizant of its small number of ratepayers considered 
that it appropriate to levy a meaningful (albeit sharply reduced) charge to new customers to minimize the 
rate base increment upon which Stargas ratepayers would be charged increased returns. On reflection, 
Stargas acknowledges that presenting an installation program consistent to that available to customers 
available to FEI customers just below the resort boundary should address/resolve what appears to be a 
negative perception ofStargas within the Silver Star Resort community, and accordingly, Stargas seeks to 
amend its Application to achieve that objective. 

1.5 Please confirm, or otherwise amend, that Stargas' proposal may be reasonably characterized as 
follows, using terminology which is similar to what is found in the FEI tariff posted as Exhibit A2-

Stargas Installation Costs BCUC IR No.1 2 of 18 



1: 

• For new installations where a manifold is not required: 
o Service Line Cost Allowance: $1,250 service line+$ meter• 
o Service line Installation Charge: $450 
o Service Line Allowance: Up to 26 mm diameter service line and maximum length 

of30 metres 
o Application Fee: $50 

• For new Installations where a manifold is required: 
o Service Line Cost Allowance: $1,250 service line+ $300 manifold + $ x 2 

meters*) 

o Service Line Allowance: Up to 26 mm diameter service line and maximum length 
of30 metres 

o Service Line Installation Charge: $900 ($450x 2 meters) 
o Application Fee: $100 ($50 x 2 accounts) 

*Either $215 or $450 per meter, depending on Stargas response to BCUC IRs 2.1-2.3 below. 

Response: Should the BCUC accept the Stargas amendment to its Application the following (correctly 
describing the initial application) would be as follows: 

• For new installations where a manifold is not required: 
o Service Line Cost Allowance: $1,250 service line + $ meter* + 10% 
o Service Line Installation Charge: $25 
o Service Line Allowance: Up to 26 mm diameter service line and maximum 

length of 30 metres 
o Application Fee: $50 

• For new installations where a manifold is required: 
o Service Line Cost Allowance: $1,250 service line+ $300 manifold+$ x 2 

meters*) +10% 
o Service Line Allowance: Up to 26 mm diameter service line and maximum 

length of 30 metres 
o Service Line Installation Charge: $25 
o Application Fee: $100 ($50 x 2 accounts) 

*Meter cost will be either $215 if a propane conversion while the reduction available (see 2.1) or 
$450 if an installation to an new residence 

1.6 Please comment on the similarities and differences between Stargas' proposal and FEI's tariff as 
it relates to new installations, and the reasons for the differences. 

Response: As noted above, while Stargas had presented its initial Application to include a not 
insignificant cost to new ratepayers thereby reducing the cost/return to be borne by existing ratepayers, it 
has reconsidered its position and submits that adopting its proposed amendment to conform (as relates to 
the typical new installation) to the cost structure followed by FEI wi11 attract additional conversions and 
asks therefor that it receive approval to eliminate the difference in installation charges while tying the 
Service Line Cost Allowance to the costs incurred by the utility pursuant to its current contract with F AE, 
to which would be added the I 0% Stargas markup. 

1. 7 Please elaborate on why Stargas considers its proposal to be fair to existing customers. 

Response: Stargas acknowledges that its small numbers of existing ratepayers have, in consequence, 
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2.0 

included within their current delivery rates a relatively heavy burden related to the cost of operating the 
utility and in its administration. Under the F AE service contract, under which the utility incurs both a 
fixed and variable charges there benefit to ratepayers with growth in delivery volumes. Under the current 
contract (to be reviewed/renewed with an effective date ofNovember 151

, 2019) each additional ratepayer 
added to the Stargas system results in a $15 increase in the fixed charge levied by FAE; however, ifthe 
new ratepayer classified as either a small commercial or large commercial customer, the basic charge 
levied that new customer is either $25 or $100 per month resulting in an incremental reduction in the 
fixed charge component included in delivery rates. As well, the current F AE contract provides for a 
reduction in the variable rate based upon volume increases. The initial rate provided was $1.62 per 
gigajoule and was, effective June P1

, 2016 reduced to $1.54 and while the rate effective June l, 2017 not 
yet confirmed by FAE is calculated as $1.37 to November 301h, 2017 and to $1.39 thereafter (the increase 
based on changes in the BC CPI rate). The principal component ofStargas administrative costs 
(management fees) is fixed by BCUC dictate to November 1, 2019 and others of its administrative costs 
do not vary (increase) in concert with delivery volume increases so that those increases as those impacting 
the F AE service contract will benefit existing ratepayers in lower delivery rates forward from November 
1'1,2019. 

1.8 Please clarify if the Stargas proposal for new installations applies to residential customers only 
or if it applies to both residential and small or large commercial customers. 

Response: Thetarifffor Large commercial customers will be unchanged (remain on an quoted basis) 
while both residential and small commercial customers will be covered by the amended tariff proposed in 
this amended Application. 

1.9 Please discuss how Stargas proposes to account for any incremental revenue and costs 
associated with new installations that result from this application before November 1, 2019. 

Response: Stargas proposes to include incremental revenues and costs as would they have been had their 
impact resulted in amendments in its delivery rate coincident with approval of the proposed Amended 
Application. While Stargas would, if required, retain records identifying incremental revenues and costs 
on customer additions from acceptance of the change to November P1

, 2019, it submits that the growth in 
delivery volumes through that period and the consequent impact on delivery rates thereafter warrants the 
earliest possible implementation of the new policy without seeking to credit/charge ratepayers for any net 
gain or loss in the intervening period. 

Reference: Stargas Application 
Exhibit B-1, Application, p. 2 
Meter cost 

On page 2 of its Application, Stargas submits that "Stargas has sought and obtained the commitment of 
its supplier (FAE) to support a propane conversion initiative by reducing meter costs for those 
converting from $450 by $235 to $215." 

2.1 Does the meter cost of $215 apply through the remaining term of the FAE contract (to 
November 1, 2019)? If not, please provide the date when the meter cost of $215 will expire. 

2.1.1 Please confirm, or explain otherwise, that the meter cost will return to $450 after the 
meter cost of $215 expires. 

Response: F AE provided a reduction of the cost of meters for the period from accepting of the 
revised program to December 31, 2017. While not explicitly covered in the attached letter 
describing the agreement, FAE would, Stargas believes, renew/extend the provision upon 
presentation of a request to do so should Stargas present confirmation that there opportunity to 
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3.0 

gain significant additional delivery volumes (that finn benefiting in those both by increased fixed 
and variable charges). Absent further credits the meter charge will increase to $450; it to be noted 
that the current FAE contract to be reviewed/renewed effective November I, 2019. Stargas has 
asked F AE to remove its clause 3 from the Memorandum of Agreement on the basis that the 
reduction, while not a direct credit to customers, of benefit to ratepayers by reducing the 
increment added to rate base with each propane conversion. 

2.1.2 Please confirm what changes to Stargas' proposal as described in BCUC IR 1.5 above are 
needed to reflect a "time limited offer"1 of $215 per meter, if any. 

Response: No further change is required 

2.2 Does the meter cost of $215 apply to all new installations and propane conversions, or just 
propane conversions? 

Response: The $21 5 applied only to propane conversions. 

2.2.1 If the meter cost of $215 applies to propane conversions only, please confirm or explain 
otherwise that all other new installations will be at a meter cost of $450. 

Response: All new installations that are not propane conversions would, before the proposed 
amendment to our application, would have had a cost of $450 (meter costs will, if approved as 
described in the amended application, included in rate base so that the customer will be charged 
$25 as would he/she acquiring service from Fortis. 

2.3 Please provide any revised agreement between FAE and Stargas that reflects the reduced meter 
cost of $215, showing all effective dates, if appropriate. 

Response: The May l81h, 2017 Memorandum of Agreement is appended. Note that with the 
proposed (herein) amendment to the Application, Stargas has sought FAE agreement to delete 
Clause 3 of the current memorandum of agreement. 

Reference: Stargas Application 
Exhibit B-1, Application, p. 1 
Amortization 

On page 1 of its Application, Stargas proposes "to amortize installation costs over one hundred and 
twenty (120} months." 

In the 2016 Commission proceeding entitled "FortisBC Energy Inc. (FE I} 2016 Proposal for Depreciation & 
Net Salvage Rate Changes," FEI filed a peer analysis comparison of depreciation rates for several of the 
utility's asset classes to the depreciation rates for the same (or similar) asset classes of other large 
Canadian gas utilities. The amortization period for distribution services ranges from 40- 57 years and 
the amortization period for meters ranges from 18-32 years.2 

3.1 Please provide the amortization period that is currently used by Stargas for each of service lines, 
manifolds and meter sets. 

Response: 40 years 

3.2 Please provide the estimated service life of the services lines, manifolds and meter sets for new 
installations. 

Response: 40 years 

1 Exhibit B-1, p. 1. 
2 http://www.bcuc.com/Documents/Proceedings/2016/DOC 45941 B-1 FEI Deprecation-NetSalvage.pdf. Attachment 4 
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4.0 

3.3 Please provide a justification for the proposed 10-year amortization period for the service line 
installation costs. 

Response: Our application included a proposed I 0-year amortization based, erroneously, on the 
assumption that amortization of these incremental costs would be fairly addressed in relation to 
the life of the utility and that since amortization would be recorded only forward from November 
I 51

, 2019, that a ten-year period reasonable. Stargas can not and does not seek to justify its 
proposed 1 0-year amortization, and hereby, submits that the increments to rate base arising on 
new installations be amortized over 35 years commencing from November J51, 2019. Stargas 
notes that it proposes to include both line and meter costs in a single asset classification and 
accordingly, suggests that 35-year period as balanced with respect to the FEI peer analysis. 

3.3.1 Please propose an amortization period for the meter sets for new installations. 

Response: If the above request to treat installation costs as a single asset classification in rate 
base unacceptable, Stargas would request a 40-year amortization rate for line and other costs and 
a 32-year rate for meter sets. 

3.4 Please explain the reason for any significant variance between the proposed amortization period 
for service lines and meters for new installations versus the amortization period ranges for 
distribution services and meters found in the peer analysis comparison of depreciation rates 
referenced in the preamble. 

Response: As above Stargas is not now suggesting any variance from the peer analysis. 

3.5 Please discuss the circumstances under which Stargas considers it appropriate to use an 
amortization period based on something other than the estimated useful life of the 
corresponding asset for regulatory accounting purposes. 

Response: Stargas acknowledges this a further lesson offered and absorbed in its management's 
continuing education in regulatory accounting requirements and accepts that there no basis for 
departures. 

Reference: Stargas Application 
Exhibit B-1, Application, p. 2; Appendix B, p. 7 
Manifold 

On page 2 of its Application, Stargas submits that it " ... proposes that through the remaining term of its 
existing FAE contract (to November 1st, 2019} the maximum investment level included in rate base 
would be amounts incurred pursuant to that contract ($1,250 for a residential line, $300 for a manifold 
where a single line Is to serve two meters) together with the Stargas 10% markup." 

Appendix B of the Application includes a table that "illustrates the impact on rates should the change in 
accounting for installation costs generate the indicated number of propane conversions and new 
installations.'' 

4.1 Where a single line is to service two meters and a manifold is required at a cost of $300, please 
clarify if this means that two separate customer accounts are created. 

Response: Two accounts are created. 

4.1.1 Where a single line is to service two meters and a manifold is required, does Stargas 
consider that the annual consumption for each meter will be consistent with the 
forecast volume included in the table in Appendix B (i.e. 40 gigajoules (GJ) for those 
currently consuming propane and 80 GJs for new installations)? If not, please provide 
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5.0 

6.0 

the forecast volume for meters that require a manifold. 

Response: Stargas estimates are based on each of the additions a single installation with no 
manifold required. 

4.2 Please provide an estimate of the number of forecast installations, if any, included in the table in 
Appendix 8 that require a manifold. 

Response: No manifolds were included in the forecast in Appendix 8 

Reference: Stargas Application 
Exhibit B-1, Appendix C, p. 8 
Operating costs 

In Appendix C of its Application, Stargas "acknowledges that customer growth will impact to increase 
administrative costs but notes that those will increase only on a modest incremental basis; the increases 
will not vary directly with customer numbers but only fractionally and, in the long term will provide 
meaningful reductions in delivery rates." 

5.1 Please provide an estimate of the forecast annual increase in administrative costs resulting from 
the Stargas proposal for new installations. 

Response: Stargas anticipates no increases will have been incurred in administrative account 
classifications for professional fees and insurance, that management fees constrained at current 
levels will not be increased prior to November I 51

, 20 19*, and that increases in office costs and 
bank charges will approximate $40 annually for each new ratepayer added. The $40 estimate is 
based upon the assumption that 2/3 of the aggregate of those costs in the fiscal year ended May 
31, 2017 of $17,813 divided by 290 (customers at that date) will vary with customer acquisition. 

Reference: Stargas Application 
Exhibit B-1, Appendix B; Stargas 2016 Delivery Rate Application, Exhibit B-8, BCUC IR 
5.1 
Rate impact 

On Appendix 8 of the Application includes a table that "illustrates the impact on rates should the change 
in accounting for installation costs generate the indicated number of propane conversions and new 
installations." 

In response to Exhibit 8-8, 8CUC IR 5.1 in the 2016 Delivery Rate Application, Stargas stated its 
operations and maintenance cost estimate "increases with volumes increases." 

6.1 Please explain why the table in Appendix 8 does not include the variable charge of $1.56 per 
gigajoule paid to the service contractor. 

Response: The variable rate levied by F AE is subject to a volume adjustment (see 1. 7) so that rather than 
introduce the increment of additional variable costs on the volumes added, Stargas did not reflect the 
expected reduction in the applicable rate. Stargas has, however, amended the spreadsheet thankfully 
provided by Commission staff to reflect the current variable rate of $1.3 7 per gigajoule. 

6.2 Please explain why the table in Appendix 8 does not include the amortization of the proposed 
20171nstallation Application Regulatory Account. 

Response: The tabulation did not, but should have included amortization ofthe 2017 Installation 
Application Regulatory Account and is reflected in the amended spreadsheet. 

6.3 Please confirm if there are any other relevant costs that should be included in Appendix 8 that 
have not been included. 
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7.0 

Response: The tabulation has been amended to reflect the increment in administrative costs as identified 
in 5.1 above. 

6.4 Based on the responses to BCUC IR 6.1 to 6.3 above and BCUC IR 17.3 below, please provide a 
revised Appendix B if there are any items that should be included which have not yet been 
included. 

Response: The revised Appendix B is attached 

Reference: Stargas Application 
Exhibit B·l, Appendix B, p. 7; Standard Fees and Charges Schedule 
Service line allowance 

The service line allowance included on the Standard Fees and Charges Schedule included in the 
Application is "up to 26mm diameter service line and maximum length of 30 meters." 

Stargas states the table in Appendix B of the Application "illustrates the impact on rates should the 
change in accounting for installation costs generate the indicated number of propane conversions and 
new installations." The table includes 20 propane conversions over two years and 8 new installations 
over two years. 

es 

7.1 Please confirm, or explain otherwise, that the maximum length of 30 meters refers to the length 
of the service line between the main and the meter set. 

Response: The reference is correct. 

7.2 Please describe Stargas' current policy for new installations where (i) a main extension is 
required, and (ii) the required length of a service line is greater than 30 meters. 

Response: 
(i) although not considered as a requirement to meet current resort specifications, Stargas would, 
as did it, when funding the Ridge main extension, seek and obtain approval for Contributions in 
Aid of Construction to defray the cost that would otherwise have been borne by existing 
ratepayers. 

(ii) were the required length of a service line greater than 30 meters, the incremental cost would 
be invoiced to the new customer (e.g. if 40 meters required '14 of the F AE invoice for that line would be 
billed to the new customer). 

7.3 With respect to the forecast 20 propane conversions and 8 new construction installations 
included in the table in Appendix B, how many of these new installations does Stargas expect 
will have an existing main within 30 meters of the new meter set? 

Response: Stargas anticipates that each of the new installations will be made within the 30-meter distance 
provided in the current tariff. Note that based on the reduction in cost contemplated in the amended 
application Stargas has increased the expected number of conversions in its projections. 

7.3.1 In the event that some of the new installations included in Appendix B will require a 
main extension, what impact does Stargas consider this will have, if any, on the number 
of forecast propane conversions and new construction installations? 

Response: Based on a recent tour of the service area, Stargas anticipates that each of the 
prospective installations (whether propane conversion or new construction) will be added without 
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8.0 

9.0 

a requirement to extend any of its mains. 

Reference: Stargas Application 
Exhibit B-1, Application, p. 2; Standard Fees and Charges Schedule; Order G-172-16, 
Appendix A, p. 29, Superior Propane Rate Application for Seascapes Grid System 
10 percent markup 

On page 2 of its Application, Stargas submits that it " ... proposes that through the remaining term of its 
existing FAE contract (to November 1st, 2019) the maximum Investment level included in rate base 
would be amounts incurred pursuant to that contract ($1,250 for a residential line, $300 for a manifold 
where a single line is to serve two meters) together with the Stargas 10% markup.'' 

The draft Standard Fees and Charges Schedule in the Application includes a new installation Application 
Fee of$50. 

In the Commission's Reasons for Decision to Order G-172-16, the Commission disallowed a markup on 
parts and labour, stating: "[consistent with other findings of this Panel (i.e. that under the cost estimate 
framework, the utility's return is limited to the allowed return on rate base) the Panel finds that the 
markup over costs on parts and materials is not permitted."3 

8.1 Please discuss if Stargas is proposing to include the 10 percent markup on new installation costs 
in rate base or record as an expense item. 

Response: Stargas submits its mark-up on F AE costs, as approved by the BCUC Order G-118-05 is 
analogous to and consistent with the accounting treatment to be afforded the costs upon which it is 
calculated. 

8.1.1 If Stargas is proposing to include the 10 percent markup in rate base, please provide a 
justification for this accounting treatment and explain how this may increase allowed 
return on rate base. 

Response: Stargas is, indeed, proposing to include the markup in rate base and, as above, submits 
its doing so consistent with and appropriate to that afforded contractors' in like circumstances. 

8.2 Please identify the costs incurred by Stargas that the 10 percent markup is in place to recover. 

Response: Each new customer acquisition involves exchanges (paper/phone calls, etc.) between among 
building contractor, building owner, F AE and Stargas management; while requested and approved 
(Stargas submits appropriately) as incremental revenues impacting cost of service and the utilities revenue 
requirement (thus of benefit to existing ratepayers) Stargas submits that in the now severely truncated 
level of allowed management time, that the continuance of the markup yet necessaty and appropriate in 
equity to ratepayer and Stargas shareholders. 

8.3 Please identify the costs incurred by Stargas that the Application Fee of $50 is in place to 
recover. 

Response: With each new customer Stargas undertakes to establish a program on payment (obtaining . 
credit card or sharing online instructions) as well as coordinating installation, start-up, date of ownershap 
change and like pursuits. Here again the revenue generated a benefit to continuing ratepayers as the 
amounts generated reduce Stargas' revenue requirement. 

Reference: Stargas Application 

3 http://www.bcuc.com/Documents/Proceedings/2016/DOC_ 48267 _11-28-2016_Superior-Seascapes_ G-172-lG_Reasons

for-Decision.pdf, pp. 28-29 
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Exhibit B-1, Appendix B, p. 6 
Annual consumption and customer data 

On page 6 of its application, Stargas submits "The average residential ratepayer consumes 
approximately 80 gigajoules annually'' and "[t)here are 40 plus homes at Silver Star Resort currently 
consuming propane; as many of these homes are smaller (though older and likely less well insulated) 
Stargas has for this disclosure assumed that a propane consumer converting to natural gas would 
consume 40 gigajoules annually." 

Appendix B of the Application "Illustrates the impact on rates should the change in accounting for 
installation costs generate the Indicated number of propane conversions and new installations." The 
table includes 20 propane conversions over two years and 8 new installations over two years. Stargas 
submits that: 

While not conclusive, Stargas estimates on the number of residences converting to 
propane to natural gas based upon what it asserts (and based upon current interaction 
with propane customers) is a compelling economic justification for those homes yet 
heated by propane. Stargas estimates of new installations is based upon what it believes 
is a conservative estimate of new construction; that based upon a historic perspective 
and the aggressive growth targets found in Silver Star Mountain Resorts master plan. 

9.1 Please elaborate on how Stargas arrived at the annual consumption estimate of 40 GJ for the 
existing propane customers at Silver Star Resort. Please include any available data that was used 
to derive this amount other than the fact that the homes are smaller. 

Response: In preparing its estimates both of unit volumes and customer acquisitions, Stargas sought to 
introduce a conservative bias into both; many of the homes currently consuming propane are consistent in 
size (though older and likely less well insulated) so would be expected to consume equivalent volumes to 
those ofthose heated by natural gas. There are numbers of A-frame homes in what is described as the 
"cabin colony" that are smaller and rather older construction that lead Stargas to utilize a lesser estimate 
for propane conversion volumes. Stargas notes that its forecast contemplates conversion of 20 homes over 
the next two years. A reference reflected but now removed from the webpage of the water utility serving 
the Silver Star Resort Community indicated that they'd 386 meters in service indicating that Stargas has 
the potential to attract 96 customers from propane consumption to natural gas. Stargas sought but was 
unsuccessful in confirming the data then reflected on its webpage as to "customers served" and shortly 
thereafter the water utilities website was altered to reflect service to "approximately 300 customers". 

Stargas was provided consumption data for a duplex unit on Pinnacles road as follows: B unit consumed 
563 liters in 2016 and 656liters in 2016 and the A unit 640 liters in 2013, 770 liters in 2014,433 liters in 
2015, and 695liters in 2016. These data represent GJ consumption from a low of llgj to a high of20 gj 
or approximately 30 gigajoules for that unit. Stargas is authorized to provide the source of these date 
should that be required. 

9.2 Please confirm the current number of Stargas residential and commercial customers. 

Response: Stargas currently serves 290 customers. 

9.3 With respect to the volume amount of 41,094 GJ included in the table in Appendix B, please 
confirm how this amount was derived. 

Response: The volume of41,094 was based on 2016 fiscal year volumes of39,739 GJ's, annualization of 
the volumes provided by new customers in that year, together with an estimate of the volume to be 
provided by customers coming on to the system in the fall of 2016. 

9.3.1 Please separate the volume amount of 41,094 GJ into residential volume and 

Stargas Installation Costs BCUC IR No. 1 10 of 18 



commercial volume. 

Response: Residential volume- 17,506 gigajoules; Small commercial* 10,972 gigajoules; and large 
commercial 12,616 gigajoules. *numbers ofthe small commercial accounts are residences held for third 
party short-term rentals so that their consumption consistent with those in the residential category. 

9.4 Please provide the growth targets included in the Silver Star Mountain Resorts master plan to 
support the forecast number of new installations included in the table in Appendix B. 

Response: The following extracted from the Silver Star Mountain Resort website: 

"Silver Star has submitted a Draft Resort Master Plan to the Ministry of Forests, Lands and Natural Resource 

Operations (FLNRO) for review and approval. The plan details the proposed phased development concepts for 

continued all seasons resort purposes, including: 

• a five-phase mountain and base area development plan 

• addition of three new ski terrain pods 

• approximately 2,000 additional bed units in the existing village base area, and at the West Knoll residential 

area 

• new & expanded winter/year-round attractions 

• no change to the Controlled Recreation Area 

The plan is available for review online: http://www2.gov.bc.ca/gov/content/industry/construction

industry/resort-development/proposed-approved-resort-master-plans/list-of-proposed-plans" 

Reference: Stargas Application 

Exhibit B-1, Appendix B 
Revenue requirement impact 
Appendix B of the Application "illustrates the impact on rates should the change in accounting for 
installation costs generate the Indicated number of propane conversions and new installations." The 
table includes a total of 20 propane conversions and 8 new installations over two years. 

Commission staff have prepared two analyses, attached in Excel spreadsheets as Attachment A and 
Attachment B that demonstrate the revenue margin for each new customer and the total revenue 
margin stemming from the Stargas proposal for new installations over a period of 10 years. 

9.5 Does Stargas consider that the Commission staff analysis in Attachment A represents the 
appropriate method by which to calculate the estimated revenue margin for each new customer 
stemming from the Stargas proposal for new installations? Please discuss why or why not. 

Response: Stargas accepts as appropriate the method to best calculate revenue margin for each new 
customer that after amending the variable rate charged by F AE for its services and by the inclusion of an 
increment covering administrative costs. 

9.5.1 Does Stargas consider it reasonable to use the weighted average forecast consumption 
of 51 gigajoules per customer in the Commission staff analysis to calculate the estimate 
the revenue margin for each new customer? If not, please discuss why not. 
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Response: Stargas considers the S I gj per customer estimate as appropriate noting that doing so confirms 
a conservative bias in the data. 

9.6 Does Stargas consider that the Commission staff analysis in Attachment B represents the 
appropriate method by which to calculate the estimated total revenue margin stemming from 
the Stargas proposal for new installations? Please discuss why or why not. 

Response: Stargas does consider the method by which the revenue margin determined reasonable. 

9.7 Please identify any incremental revenue or costs that are not included in the Commission staff 
analyses that Stargas considers should be included and explain why. 

Response: Stargas identifying and added an increment related to administrative costs (bank charges and 
office expenses of $40 per customer). 

9.7.1 Please identify any incremental revenue or costs that are included in the Commission 
staff analyses that Stargas considers should not be included and explain why. 

Response: Stargas does not find any costs included that ought not to have been. 

9.8 Does Stargas consider it appropriate to analyze the revenue requirement impact of the proposal 
for new installations on an annual basis or as part of a net present value basis over a number of 
years? Please discuss 

Response: Stargas submits that the alternatives presented represent non-competing alternatives. 
Presentation on an annual basis is useful in that it confirms that there exists an incremental benefit in 
recurring revenues net of applicable recurring costs. The offset is the requirement to absorb the proposed 
cost of preparing the application and in its marketing (the balance claimed for a 2017 Installation 
Application Regulatory Account). The tabulation of net present value ensures that the initial investment 
justified. The tabulation presented does not, however include estimates of customer acquisition and 
volume gains in subsequent years. Given the compelling economics in propane conversion and the growth 
prospects for the resort found in its master plan, Stargas submits that were new customers added 
throughout the projection that there significant additional award to the merits of the revised rate structure. 

9.8.1 What timeframe does Stargas consider to be appropriate in order to consider the 
revenue requirement impact of the Stargas proposal for new installations on a net 
present value basis (i.e. 5, 7, 10 years, or something else)? Please provide a justification 
for the time period proposed. 

Response: Stargas does not take a position on the appropriate time period; the amendment to reduce the 
cost to new customers obviates the need for further analysis as it would come with application cost 
increases). 

B. STANDARD FEES AND CHARGES SCHEDULE 

10.0 Reference: Standard Fees and Charges Schedule 
Exhibit B-1, Application, p. 2 
Meter installation charge 

The Application includes a draft Standard Fees and Charges Schedule, with a meter installation charge of 
$450 for residential and small commercial customers. 

on page 2 of its Application, Stargas submits that "Stargas has sought and obtained the commitment of 
its supplier (FAE) to support a propane conversion initiative by reducing meter costs for those 
converting from $450 by $235 to $215." 

on page 2 of its Application, Stargas submits that it " ... proposes that through the remaining term of its 
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existing FAE contract (to November 1st, 2019) the maximum investment level included in rate base 
would be amounts incurred pursuant to that contract ($1,250 for a residential line, $300 for a manifold 
where a single line Is to serve two meters) together with the Stargas 10% markup." 

10.1 Please explain why the meter installation charge for residential customers on the draft Standard 
Fees and Charges schedule is $450, as opposed to $215. 

Response: A revised Standard Fees and Charges Schedule is appended. 

10.2 On page 2 of its Application, Stargas submits that the maximum investment level includes $300 
for manifold costs, when applicable; however, the Standard Fees and Charges Schedule includes 
a maximum investment level of $1,250 and a meter installation charge for residential manifolds 
of $300. Please clarify if Stargas is proposing to include the $300 cost for residential manifolds in 
the maximum investment level, when applicable. 

Response: Stargas is proposing to include the cost of a manifold in its maximum investment level and 
that change is reflected in the attached Standard Fees and Charges Schedule. 

C. 20171NSTALLATION APPLICATION REGULATORY ACCOUNT 

11.0 Reference: Stargas Application 
Exhibit B-1, Application, p. 2; Appendix A, p. 5 
20171nstallation Application Regulatory Account 

On page 2 of the Application, Stargas states that 19.5 executive hours ($2,813) and costs at Bennett 
Jones, its legal representative, have been incurred in the preparation of this Application. Stargas further 
states that it expects Okanagan Funding Ltd. (OKF) will"incur further hours costs [sic] in resolving this 
Application." Accordingly, Stargas estimates a total cost "not to exceed $9,500" for management and 
legal time related to the Application. 

11.1 Please provide the amount of incurred legal costs related to the preparation of this Application 
and comment on the nature of Bennett Jones' involvement related to these costs. 

Response: Legal costs incurred to date (no further costs are anticipated) $1 ,616.50; Stargas sought and 
obtained Bennet Jones counsel on the undertaking provided by Stargas within its 2016 Delivery Rate 
responses with respect to consideration of alternatives to the existing methodology and sought advice as 
to the nature and quantum of the quantum of amounts to be included in the initial application. 

11.2 Please provide a breakdown of total incurred and forecasted legal and OKF costs, by party and 
activity, which reconciles to the $9,500. 

Response: Okanagan Funding (Mr. M.A. Blumes) expended 24.5 hours in preparation of the application 
filed on June 28th, 2017; Its preparation included discussions with Commission staff, Deirdre Sheehan 
and several iterations of the document submitted on that date. A further 5 hours was expended 
following acceptance of the Application for filing to ensure distribution of notices including to non 
Stargas customers at the Resort. The 29.5 hours were recorded as follows: 25.5 at the executive rate of 
$144.26 ($3,678) and 4 at the accounting rate of $69.24 ($277) for a total cost to that date of $3.955. 
Time expended to prepare this response was 13.5 hours (7.5 hours on August 4th, the date of receipt of 
the Commission IR and 6 hours in editing/amending its filing on Monday and Tuesday August 7 and 8) at 
a cost of $1,948. Aggregate costs to August 8th are $7,520 (includes Bennett Jones costs). Stargas 
estimates that a further 14 hours will be required before the file complete and notes that, if as has been 
its recent experience, the SSPOA and/or its counsel weigh in with their predictable volumes in dispute 
that Stargas may, in response, request an increase in the proposed $9,500 ceiling on these costs, if it 
determines that it can not fully nor fairly respond to the SSPOA intervention absent an increase to cover 
the hours in doing so. Further Stargas submits that should any cost award be provided intervenors' that 
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the amount thereof be included in the 2017 Installation Application Regulatory Account. 

Stargas further states on page 2 of the Application that it expects to incur additional management hours 
for "marketing the revised installation program, if approved" which totals $3,500, and the marketing 
plan is presented in Appendix A of the Application. Accordingly, Stargas requests Commission approval 
to include "an aggregate not to exceed $12,000 (actual costs to be submitted in establishing the rider)" 
in a regulatory account. 

11.3 Please clarify what is the approval sought related to a 20171nstallation Application Regulatory 
Account. Is the approval sought forecast expenditures of $12,000 or $13,000 (= $9,500 + 
$3,500), or of actual legal, OKF and marketing costs up to $12,000 (or some other amount)? 

Response: Stargas seeks approval to expend $9,500 in application costs and $3,500 in marketing costs (a 
total of$13,000) but, recognizing customer growth of benefit to its investor sought inclusion in a 2017 
Installation Application Regulatory Account of a $12,000 ceiling amount. Stargas submits that that limit 
be held with respect to costs incurred by it in legal fees paid Bennett Jones, management fees paid 
Okanagan Funding and out of pocket expenses incurred by Stargas and that any cost award afforded 
intervenors be additive to the balance approved for inclusion in the 2017 Installation Application 
Regulatory Account. 

11.4 Please provide a breakdown (e.g. number of hours and management services rate) of the 
forecast $3,500 in marketing expenditures relative to the activities of the marketing plan 
described in Appendix A of the Application. 

Response: The proposed $3,500 included the following: 

a. Month end meter reads: our meter reader asked, while conducting his next reads, to identify 
mailing addresses for each of those residences at the resort accompanied by a propane tank so that 
Stargas could prepare and mail a "to the homeowner" letter identified the compelling metrics in 
conversion from propane to natural gas- we'd pay our man $6 per address and based our estimate 
on there being 40 homes using propane- $240; we'd subsequently learned that the SSPOA 
maintains a listing of all of its members and sought their assistance in ensuring notice of our 
application on installation costs be distributed by/through their representative who agreed to do so, 
if resources available. That request has not been followed by a promised confirmation that the 
notice distributed but should we reallocate the $240 to the SSPOA perhaps that a more effective 

messaging. 
b. We'd contemplated a door to door visitation by our administrator during the coming ski season, 

seeking to review conversion options with those homeowners yet on propane- our estimate 
contemplated his receiving $20 per home plus travel cost reimbursement of $100 per visit 
(assuming 3 visits required) plus a $20 bonus for spring 2018 conversions signed up while visiting the 
resort- $1,700 (assumes% of homes visited sign up for conversion) 

c. We'd planned to have Mrs. Carollles-Biumes, whose history involves within seven years building a 
B.C interior distribution enterprise serving 600 customers in Kelowna and through distributors 
similar numbers in Vernon, Penticton and Kamloops to create and execute a marketing strategy and 
planned to elevate her cost of doing so from the administrative rate of $24.46 to a representative 
rate (her skills in play) of $50 per hour and planned an expenditure of 16 hours in that pursuit-

$800. 
d. The balance of the time planned, Mr. M.A. Blumes executive time overseeing coordination of the 

various activities. 

on page 2 of the Application, Stargas requests that the costs included in a 20171nstallation Application 
Regulatory Account be recovered as a rate rider over 24 months, commen~ing November 1, 2~19. Note: 
Stargas requests Commission approval to commence collection of the rate nder upon confinnatton of the 
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costs to be included by the Commission. 

11.5 Please explain why Stargas has proposed a 24-month amortization period for the 2017 
installation application regulatory account. 

Response: Stargas considers that the outlay of direct and immediate benefit to ratepayers and submits that 
the relatively short period in which the costs recovered equitable. 

11.6 Please discuss what financing (e.g. weighted average cost of capital, short term interest) Stargas 
expects to recover on the 20171nstallation Application Regulatory Account, if any. 

Response: Stargas expects to, as has been adjudicated with respect to its 2016 Delivery Rate Application 
Regulatory Account, to earn a return based upon its weighted average cost of capital 

11.7 Please discuss whether Stargas considers it appropriate to factor the proposed amortization of 
the 2017 Installation Application Regulatory Account into the revenue requirement impact of 
the proposed policy for new installations either on an annual basis or as part of a net present 
value basis over a number of years. If so, please include this Item in the response to BCUC IR 6.4 
above (i.e. an updated Appendix B). 

Response: Stargas misspoke in its earlier reference to inclusion of amortization of the 2017 Installation 
Application Regulatory Account and does not seek to include the amount in its revenue requirement but 
only as a rate rider. 

11.8 Please explain and provide a calculation of the number of incremental GJs from new customers 
is required in order to recover the amount included in the proposed 2017 Installation 
Application Regulatory Account. 

Response: As indicated on the revised Appendix B, each customer added provides an annual increment 
through the 10 years from a low of $75 to $93 per year so that, assuming an average recovery of $80 per 
customer added per year, over 10 years the indicated revenue from the 28 customers assumed added in 
the first two years of the revised program would generate $2,240 in the second through ninth year of 
the projection and $1,520 in the first year of the project- a total of $21,680 over the ten years. The 
incremental gj's indicated in each of years 2 through 10 would be 1,428 gigajoules (28 new customers 
times the 51 per customer volume). 

D. MARKETING PLAN 

12.0 Reference: Stargas Application 
Exhibit B-1, Appendix A, p. 5 
Marketing plan 

Stargas states in Appendix A that "[a] flyer will be prepared highlighting the benefits of natural gas a[sic] 
much safer alternative than is (sic] propane." 

12.1 Please elaborate on Stargas' plans for the proposed flyer. For example, how will the flyer be 
distributed and to whom? Please discuss any other relevant details. 

Response: see 11.4 

E. PROPANE CONVERSION PAYBACK ANALYSIS 

13.0 Reference: Stargas Application 
Exhibit B-1, Application, pp. 1-2; Appendix D, p. 9 

Stargas Installation Costs BCUC IR No.1 
15 of 18 



Propane conversion payback analysis 

Stargas states on page 1 of the Application that current propane customers are "paying a representative 
59.5 cent per liter ... " 

13.1 Please explain the nature of the 59.5 cents per litre which propane customers are currently 
paying and provide the source of this information. Does it include other expenses, such as 
storage tank and equipment rental expenses, delivery charges, and basic fees which propane 
customers may currently be incurring? If yes, please provide a breakdown of the 59.5 cents per 
litre and state any assumptions. If no, please discuss whether it would be appropriate to include 
any other expenses in the propane conversion payback analysis. 

Response: Stargas obtained the 59.5 cent figure from an existing propane customer who did not 
respond to our follow request to quote his name as that source. That price was solely for the quantity 
delivered and did not include extraneous charges including delivery, etc. Given the demonstrated 
savings and compelling metrics Stargas does not include estimates of delivery and like costs but, on the 
flip side, doesn't estimate the cost of altering appliances within the home to accommodate the 
conversion from propane to natural gas. 

13.2 Please provide five years of historical prices for propane (cents per litre) in a data table, using 
the same source reference as in the above response. 

Response: We were unable to generate a response authorizing disclosure of the name of the individual 
providing the 59.5 cent per liter price; however, we acquired price infonnation from two current propane 
users at the Resort and to have their authority to identify them should that be requested. Each acquired 
their property in the last three years so that the information provided is that reflected in invoices through 
that period- prices reflected in invoices provided were as follows: 10/31/2016-$.667 per liter, 1/27/2016 
-$.791 per liter, 11/18/2015-$.759 per liter. 5/06/2015-$.6646 per liter, 1/26/2015-$.6646 per liter. 
Stargas, in Application's filed with the Commission in the relevant period utilized a representative 65 
cents per gigajoule in providing heating fuel comparisons. 

13.2.1 Please comment specifically on significant differences, if any, between historical prices 
for propane and the 59.5 cents per litre used in Stargas' propane conversation payback 
period calculation in Appendix D. 

Response: Given the amended application, reducing the out-of-pocket cost to a new customer to a 
nominal $25, payback analysis is largely moot; Stargas notes that the prices obtained from third parties 
suggest that its earlier payback calculations would shorten the days required to recover initial investment. 

Stargas includes the following in the propane conversion payback analysis in Appendix D of the 
Application: 

Sept 2sl Nov .Q!S ~ .ES M!!! 5I: re Jun !lY! M Is 
a.n. s.s• 12A" 15.3t6 15.1M 14M 12.."' 1-"' 4 •• J.l. 2.8K 2.7K lOC 

Wm ill. 
1,576 40 1.5 2.2 5.0 6.1 6.0 5.9 5.1 3.0 1.8 u 1.1 1.1 

2,364 60 2.3 u 1A 9.2 9.0 8.9 7.6 4.6 2.6 1.9 1.7 1.6 

3,152 ao• 3.0 4A 9.9 12.2 12.0 u.a 10.1 6.1 3.5 2.5 2.2 2.1 

13.3 Please explain what is meant by the percentages on line 2 of the table (e.g. 3.8%, 5.5% 12.4% 
etc.) and provide the source or calculation of these percentages. 

4( 

6( 

8( 

Response: Stargas is a highly seasonal enterprise- the percentages represent the historical distribution of 
annual delivery volumes. 
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13.4 Please confirm, or otherwise explain, that the unit of measure for the amounts in the middle of 
the table (e.g. 1.5, 2.3, 3.0, 2.2, 3.3, etc.) is gigajoules (GJ's). 

Response: The amounts are stated in gjgajoules. 

13.4.1 Please confirm, or otherwise explain, that the amounts in the middle of the table are 
calculated by multiplying the amounts in column two (i.e. 40 GJ, 60 GJ and 80GJ) by the 
percentages in line 2 of the table, respectively. 

On page 2 of the Application, Stargas states that its variable rate is $11.05 per GJ, which is comprised of 
a $5.28 commodity rate and $5.77 delivery rate. 

Response: The calculations are as described. 

Stargas states in Appendix D of the Application that, "At the current Stargas rate of $12.50 (includes 
$1.45 as an estimate of the rate rider related to the 2016 Delivery Rate Application Regulatory Account), 
an individual converting from propane to natural gas would recover his/her $215 investment in 4 to 5 
months." 

13.5 Please confirm whether the propane conversion payback analysis includes other customer costs 
of converting from propane to natural gas, such as conversion or purchase of new appliances. 

Response: The payback analysis does not include estimates of the cost of conversion or replacement of 
existing appliances; however, were conversion of existing appliances only considered the metrics of 
conversion not dramatically altered; if appliances are to be replaced doing so provides the homeowners 
additional benefits beyond fuel savings so that only a portion of the additional cost fairly allocated to the 
payback table. 

13.5.1 If there are other costs that were not considered, would this impact the number of 
forecast new installations included in Appendix B? 

Response: Stargas would not reduce what it asserts are its conservative estimates were other costs to have 
been included in the payback model. However, given that it has within this response, sought BCUC 
approval to amend its Application to levy a charge of only $25 to new and conversion customers, payback 
analysis dos not have the consequence that would it should Stargas be yet seeking to pass the cost of 
meters on to new customers. 

13.6 In the event that there has been a change to $1.45 per GJ estimated rate rider related to the 
2016 Delivery Rate Application Regulatory Account stated in the Application, please provide a 
revised propane conversion payback analysis using the revised estimate. 

Response: The current estimate ofthe rate rider on the 2016 regulatory account is 49 cents per gj and the 
table included in the Application would have been amended as follows; note, however that the meter 
cost included in the tabulation is, with the amendment to the Stargas application as presented in the 
introduction to its response to IR No. 1, now to be included in rate base with the cost incurred by new 

customers reduced to $25. 
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Payback- Calculations Sept Oct Nov Dec Jan 
Volume distribution- months 3.8% 5.5% 12.4% 15.3% 15.0% 

~ .G£..5. 
1,576 40 1.5 2.2 5.0 6.1 6.0 
2,364 60 2.3 3.3 7.4 9.2 9.0 

3,152 so• 3.0 4.4 9.9 12.2 12.0 

E!r!21:U11De E!:U.!i!ti!leot ~ Sii!.!IDB5, ger~J ~ ~ ~ 
~ ~ Sl.l...2Q $476,00 $714,00 $952,00 

Meter cost $215.00 $215.00 $215.00 

Saving 

Sep-17 $18.09 $27.13 $36.18 

Oct-17 $26.18 $39.27 $52.36 

Nov-17 $59.02 $88.54 $118.05 

Dec-17 $72.83 $109.24 $145.66 

Jan-18 $71.40 

$247.52 $264.18 $352.24 

13.6.1 How might this impact the number of forecast new installations included In Appendix B? 

Response: The lower rider amount enhances Stargas' offer, and more importantly, eliminating the 
customer payment for his/her meter as contemplated in the amendment in the Stargas Application (filed 
herewith) does so as well. If approved as submitted, the revised rate structure will present compelling 
economic justification for homeowners to acquire natural gas in place of propane. Stargas notes that there 
a larger number of potential conversions than the 40 plus noted in its original calculation but submits that 
further amendments to its payback calculations unwarranted an investment in management time given the 
proposed nominal cost sought from new ratepayers in the Application, as amended. If, however, requested 
to do so, Stargas will submit updated estimates upon being requested to do so. 

13.7 If the response to BCUC IRs 2.1 and 2.1.1 indicate that the meter cost of $215 will expire, please 
provide an alternative propane conversion payback analysis using a meter cost of $450. 

Appendix D of the Application shows that the payback period is 128 days for 40 GJ's, 114 days for 60 GJ's 
and 98 days for 80 GJ's. 

Response: Stargas believes that while time sensitive, based on the benefit of additional volumes to F AE, 
that that company would enjoy, renew the reduction in favor of the additional conversions/volumes that 
would result. 
The benefit of the discount, if renewed, rests in reductions to the increment added to rate base and thereby 
to ratepayers. 

13.8 Please explain and provide the calculation of the payback period in days. 

Response: The days payback included in the Application calculated as follows - as above a 60 GJ 
consumer paying $21 5 for his/her meter would have recovered in the 91 days from installation (August 
31) to November 30 $1 54.94; That customer recovers $3.53 per day through December, so that to recover 
his/her initial remaining investment of 60.06 requires 17 days so that payback for that customer 108 days. 
The calculations are no longer relevant given the amendment to the new customers initial outlay. 
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Stargas Utilities Ltd. Natural Gas Tariff 

38. STANDARD FEES AND CHARGES SCHEDULE 

Application Fee: 

Existing Installation 
New Installation* 

Service Line Cost Allowance: Single meter: 

$50.00 
$50.00 

New Installation- Residential & Small Commercial 
New Installation- Large Commercial 

Service Line Cost Allowance: Two meters 
New Installation- Residential & Small Commercial 
New Installation -large Commercial 

Service line Allowance: 

$1, 700.00(**) 
Individual Quotation 

$2,450.00 (**) 
Individual Quotation 

Residential and Small Commercial Up to 26mm diameter service line and 
maximum length of 30 metres 

Service line Installation Charge: 
Residential and Small Commercial 
Large Commercial 

$25.00 
Individual Quotation (**) 

(*) If two meters required with manifold, the administrative charge $100. 

(**) Stargas will levy a non-discretionary Administrative cost recovery charge of 10% of 
the cost Invoiced by contractors for all customer initiated work 

Issued by: 
M.A. Blumes, President 
Stargas Utilities Ltd. 

Page 27 
Third revision 

Orders No. G-93-09 & 118-QS 
Effective; December 1, 2009 
Commission Secretary 



8/4/2017 
Stargas Utilities Ltd. 

Amended Appendix b 
Application to Amend Rate Schedule and Accounting for Installation Costs 

YearlO Total Revenue Marcin from the Starp~ propo»J Ye..rl Year1 Yearl Yur4 YearS Yur6 Year7 
Impact of forecast additions 

Incremental Revenue($) 

Oelrvery Rate Revenue ($5. 77 per GJ) s 5,638 s 8.309 s 8,309 5 8,309 s 8,309 5 8,309 s 8,309 s 8,309 s 8,309 s 8,309 

Total Annual Incremental R~enue s 5,638 s 8,309 8,309 8..309 s 8,309 s 8,300 s 8,309 s 8.309 s 8,309 s 8,300 

Incremental Costs($) 
Amortization S 679 S 1,000 $ 1,000 S 1.000 $ 1,000 S 1,000 S 1,000 S 1,000 S 1,000 $ 1,000 See Note 2 
WACC Return on Rate Base S 1,463 S 1,788 S 2,081 S 2,017 S 1,9S4 S 1,891 S 1,827 S 1,764 S 1,700 S 1,637 Average NOV (See Note 2) x WACC 6.34% 
Service Contractor Variable Charge ($1.37 per GJ) S 1,339 S 1,973 S 1,973 S 1,973 S 1,973 S 1,973 S 1,973 S 1,973 S 1,973 S 1,973 $1 .37 GJ x Incremental Volume (See Note I) 
Amorti.Lltion of deferral account S 6.500 S 6,500 See Note 3 

~A~d~m7in~·n~r~a~t~7e~c~o~s~ts~~~----------------~S~--~760~~S--~1.~1~20~~S--~1.~12~0~~S--~1.~l~20~~s~~~~.1~2~0~S~~~~.1~2~0~S~~1~.~12~0~S~--~1.~1~20~~S--~1~. 1~20~~S~~1~.=12~0~5eeNote4 
Total Annu..t Incremental Cost S 4,240 S 12.380 S 12,674 S 6,110 S 6,047 S 5,983 S 5,920 S 5.857 5 5,793 S 5,730 

Total Revenue Maraln from the Staraas proposal 

Forecast volume 

Delivery rate Impact (S per GJ) 

Present Value- OiJCount Rate of 6.34" (WACC) 
5 Years 

7 Year 
10 Years 

NOTEl 

s 1,398 -s 

42,071 

s o.o3 -s 

-s 2,533 
s 628 
s 4,969 

Wtl&hted Averaae Annual ConJUmptlon (GJ) ~·Customer 

Forecan New Installations 
Propane 

New installations 

Total 

Incremental Volume (GJs) 
New installations In the year 

Incremental number of customers 
Weighted average volume per customer 

Incremental volume (GJs) 

Current Volume 

Total Forecast Volume 

Year 1 
14 

5 
19 

Year 1 

19 
19 

5 1 
977 

41,094 

4l,071 

4,012 -S 4,365 S 

42,534 42,534 

o.1o -s o.1o s 

Yur 2 
6 
3 
9 

Total 
20 

8 
28 

Year 2 Year 3 

9 
28 

51 
1,440 

41,094 

42,534 

28 

51 
1,440 

41,094 

42,534 

2,199 s 2, 262 s 2,325 s 

42,534 42,534 42,534 

0.05 s 0.05 s 0.05 $ 

" Total 
71% 
29% 

100% 

Year4 

28 
51 

1,440 

42,534 

Consumptlo 
n (GJs) 

YearS 

40 

80 

28 

51 
1,440 

41,094 

42,534 

Weight.ed 
Average 

Consumptlo 

n(GJs) 

29 

23 
51 

Year6 

28 

51 
1,440 

41,094 

42,534 

2,389 s 

42,534 

0.06 s 

Year 7 

28 
5 1 

1,440 

41,094 

42,534 

2.452 s 

42,534 

0.06 s 

YearS 

28 
51 

1,440 

41,094 

42,534 

2.516 s 

42,534 

0.06 s 

Vu r 9 

28 

51 
1,440 

42,534 

2,579 

42,534 See Note 1 

0.06 

Year 10 

28 
51 

1,440 

41,094 

4 2,534 
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Stara.n Utf t\.e'Sltd 

8/4/1017 
Amended Appendix b 

Application to Amend Rate Schedule and Accounting for Installation Costs 
Per customer impact 

Revenue Ma!'&ln for each added customer Ye~ YearZ Year3 Year4 YearS Year6 Year7 YearS Year~ . Year 10 Explanatory Notes 

Annual Incremental Revenue 

Delivery Rate Revenue s 297 5 297 s 297 5 297 s 297 s 297 s 297 s 297 5 297 $ 297 55.77 GJ x 51 GJ per customer (Note 1) 

Total Annual Incremental Revenue for each add1 S 297 s 297 s 297 s 297 s 297 s 297 s 297 s 297 s 297 s 297 

Annual Incremental Costs 

Amortization s 36 s 36 s 36 $ 36 s 36 s 36 s 36 s 36 s 36 5 36 See Note 2 
WACC Return on Rate Base s 38 $ 76 $ 74 5 71 s 69 s 67 s 65 s 62 s 60 s 58 Average NBV (See Note 2) x WACC 6.34% 

Service Contractor Costs: 

- $1.37 per GJ variable charge s 70 s 70 s 70 5 70 s 70 s 70 s 70 s 70 s 70 s 70 $1.37 GJ x GJ per customer (See Note 1) 

Adminstrative costs increment 5 40 s 40 s 40 s 40 s 40 5 40 s 40 5 40 s 40 s 40 Admin increment $40 

Total Annual incremental Cost for each added cu S 185 s 222 $ 220 s 217 s 215 s 213 s 211 s 208 s 206 $ 204 

Revenue Margin for each added customer s 112 s 75 s 77 s 79 s 82 $ 84 s 86 s 88 s 91 s 93 

Present Value- Discount Rate of 6.34% (WACC) 

5 Years s 357 

7 Year s 471 
10 Years s 628 

NOT£1 

Weighted Average Annual Consumption (GJ) per Customer 

Weighted 

Average 
Consumpt Consumptl 

Forecast New Installations Year 1 Year 2 Total % Total ion (GJs) on (GJs) 

Propane 14 6 20 71% 40 29 
New installations 5 3 8 29% 80 23 
Total 19 9 28 100% 51 

NOT£2 
Incremental capital Schedule 

Year 1 Year 2 Year 3 Year4 YearS Year 6 Year7 Year S Year9 Year 10 

Additions: 

Service Line s 1,250 s s 5 s $ s s s $ 
Meter s 215 s s s s $ s 5 $ $ 
Manifold s s s 5 s $ $ 5 $ $ 

Less: Customer Contribution -$ 215 $ $ $ s s s $ s $ 

Total Additions s 1,250 s s 5 s s s 5 s 5 

Closing: 
Service Line s 1,250 s 1,250 s 1,250 $ 1,250 5 1,250 5 1,250 $1,250 5 1,250 $ 1,250 s 1,250 



Statgas Utht1t~ l\d 

8/4/1017 
Amended Appendix b 

Application to Amend Rate Schedule and Accounting for Installation Costs 
Per customer Impact 

Meter $ 215 $ 215 $ 215 $ 215 5 215 $ 215 $ 215 $ 215 $ 215 s 215 
Manifold s s $ s $ $ $ - $ $ $ 
Less: Customer Contribution -$ 215 -$ 215 -$ 215 -$ 215 -$ 215 -$ 215 -$ 215 -$ 215 -$ 215 -s 215 
Total Closing $ 1,250 s 1,250 s 1,250 $ 1,250 $ 1,2:>0 $ 1,250 $1,250 $ 1,250 s 1,250 $1,250 

Amortization: 
Service Line $ 35.71 $ 35.71 $ 35.71 $ 35.71 $ 35.71 $ 35.71 s 35.71 $ 35.71 $35.71 $35.71 
Meter s 6.14 s 6.14 $ 6.14 $ 6.14 $ 6.14 $ 6.14 $ 6.14 $ 6.14 s 6.14 $ 6.14 
Manifold $ s $ $ $ s s - s $ $ -
Less: Customer Contribution -$ 6.14 -s 6.14 -s 6.14 -$ 6.14 -$ 6.14 -$ 6.14 -$ 6.14 -$ 6.14 -$ 6.14 -S 6.14 
Total Amortization $ 36 $ 36 $ 36 $ 36 $ 36 $ 36 $ 36 s 36 $ 36 $ 36 

Net Book Value: 
Opening $ s 1,214 $ 1,179 s 1,143 $ 1,107 s 1,071 $1,036 s 1,000 s 964 s 929 
Closing s 1,214 $ 1,179 $ 1,143 $ 1,107 $ 1,071 s 1,036 s 1,000 s 964 s 929 $ 893 
Average Net Book Value $ 607 $ 1,196 $ 1,161 $ 1,125 $ 1,089 s 1,054 $ 1,018 $ 982 $ 946 s 911 

ote3 
ortlzatlon Rates 

Amortization Rates: 
Service Lines 2.857% 35 years 
Meters 2.857% 35 years 
Manifolds 2.857% 35 yea rs 
Customer Contribution 2.857% 35 years 

Weighted average cost of capital 6.34% 
Variable delivery rate $ 5.77 perGJ 
Variable charge to service contractor $ 1.37 perGJ 
Administrative cost increment $ 40 
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Sta rga s Utilit ies Ltd . 
8/4/2017 Amended Appendix b 

Application to Amend Rate Schedule a nd Accounting for lnstall:~tion Costs 

HOTEZ 
lnaemenUI C.pltal Schedule Impact offorec u t additions 

Capital C"< Yea r 1 Year2 Year3 Year 4 YearS Year 6 Year7 Yea rS Year9 Year 10 

Additions: 
Servi~ une $1,250 s 23,750 s 11,250 s s s s s s 
Meter $215 s 4,085 s 1,915 s s s s s s 
Manifold $300 s s $ s s s s s 
Less: Customer Contribution ·215 ·$ 4,085 ·$ 1,935 ~ s $ s s s 
Total Add rtlons s 23,750 s 11,250 s s s s s s 

Oosinc: 
Servke lme s 23,750 s 35,000 $ 35,000 s 35,000 s 35,000 s 35,000 s 35,000 s 35,000 s 35,000 s 35,000 

Meter s 4,085 s 6,020 s 6,020 s 6,020 s 6,020 s 6,020 s 6,020 s 6,020 s 6,020 s 6,020 

Manifold s s $ 5 s s s s s s 
less: Customer Contribution ·S 4,085 ·S 6,020 ·S 6,020 ·S 6.020 ·S 6,020 ·S 6,020 ·S 6,020 ·S 6,020 ·S 6,020 ·S 6.020 

Total Ooslns s 23,750 $ 35,000 $ 35,000 s 35.000 s 35,000 s 35,000 5 35,000 s 35,000 s 35,000 $ 35,000 

Amortiution: 
Service line s 678 57 $ 1,00000 "~ s 1.000.00 s 1.000.00 s 1,000.00 s 1,000.00 s 1,000.00 s 1.000.00 s 1,000.00 

Meter s 116.71 $ 172.00 $ 172.00 s 172.00 $ 172.00 s 172.00 s 172.00 s 172.00 s 172.00 s 172.00 

Manifold s s s s s s s s s s 
Less: Customer Contribution ·S 116.71 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 ·S 172.00 

Total Amortization s 679 s 1,000 s 1,000 $ 1.000 s 1,000 s 1,000 s 1,000 s 1,000 s 1,000 s 1,000 

Net Book Value: 
Opening s 23,071 s 33,321 s 32,321 s 31,321 s 30,321 s 29.321 s 28,321 s 27,321 s 26,321 

Additions s 23,750 s 11,250 s $ $ s s s s s 
Amortuat1on $ 679 s 1,000 s 1,000 s 1.000 s 1,000 s 1,000 5 1,000 s 1,000 s 1,000 5 1,000 

aosina s 23.071 5 33.321 s 32,321 s 31,321 s 30,321 s 29,321 5 28,321 s 27,321 s 26,321 5 25,321 

Average Net Book Value $ 23,071 s 2.8,196 $ 32,821 s 3 1,821 s 30,821 s 29,821 s 28,821 s 27,821 s 26,821 s 25,821 

Hotel 
Deferral Account 

Total Costs s 13,000 
Amonizaiton ~eriod b:ears) 2 
Annual amortization s 6,500 

Note 

~tlonllates 
Amonrzatoon Rates: 

Servrce Unes 2.857% 35 years 
Meters 2.857% 35 years 
Manifolds 2.857% 35 years 
Customer Contribution 2.857% 35 years 

Note 

In~ 
Year I Year 2 Year 3 Year4 Year S Year6 Year 7 Year S Year 9 Year 10 

New lnsullations 19 9 
We.ghted aver age cost of capital 6.34% 
Variable charge to servrce contractor s 1.37 perGJ 
Variable delrvery rate s 5.77 perGJ 
Current volume 41 ,094 GJs 

2ol 2 
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MemoraDd111D of Agreement 

Between: 

PortldC Altenaative BDagy Servlcea lac. 
(•FAES-) 

And: 

8taqaa UtDitiea Ltd. 
\Star gas, 

Re: l'ropaDe Coll'ftnlaa IDoeatl't'e tor tile 2017 Coutractloa Seuoa 

Whereas FAES provides utili1if services to Stargas under a Utilities Services Agreement 
dated December 1, 2009; and 

Whereas FAES and Starpa f'the Parties") wish to create greater incentive to convert 
propane customers onto the natural gas ayatem through a reduction in attachment 
costa, and 

Whereas there is mutual benefit flawing to both parties from load and customer growth 
aaaociated with propane conversions; 

Therefore, the Parties agree aa ronowa: 

1. Starpa will notify FAES in advance with the particulars of any propane 
conversions in order to ensure accurate bWing and advanced notice or such 
conversions. 

2. FAES agrees to pi'O\Iide a credit or $235 to newly converted customers on ita 
invoices to Stargaa against the coat or each meter installation where a customer 
has converted from propane to natural gas. 

3. Stargaa agrees to pass these savinp directly onto the convertins customer. FAES 
~ request documentation to support this. In the event documentation is not 
provided within 30 dBJS, FAES reseiVeB the right to terminate this agreement. 

4. This agreement shall remain in place for the 2017 construction season and shall 
terminate on December 31, 2017. 

Sipecl this -+J ... ('-_ day of )/& , 2017 . .. 

On behalf or FAES 

wso ;) 
Doug Slater 




