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INTRODUCTION  

1. Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd. (PNG(N.E.)) (collectively, PNG) 

respectfully request that the British Columbia Utilities Commission (BCUC) accept the Energy Conservation 

and Innovation (ECI) Program Funding Application (Application) related to demand side management 

(DSM) expenditures for the period 2019 - 2020, as filed with the BCUC on December 21, 2018 pursuant to 

Section 44.2(1)(a) of the Utilities Commission Act (UCA).   

2. The Application has been prepared in accordance with requirements of the Section 44.2 of the 

UCA.  PNG respectfully submits that the Application and the responses provided to information requests 

in this proceeding provide the necessary evidence to allow the BCUC to make a favourable assessment of 

PNG’s proposal to continue its existing ECI programs, as well as to expand its ECI portfolio with new 

programs.   

3. PNG is seeking BCUC acceptance pursuant to Section 44.2(3) of the UCA for expenditures related 

to DSM activities over the period from 2019 to the end of 2020, of $827,000.1 

4. PNG is not proposing any changes to the funding transfer rules, accounting treatment, or cost 

allocation that was set out in PNG’s 2015 Consolidated Energy Management and Efficiency Program 

Funding Application (2015 CEM Application) and subsequently approved by the BCUC under Order G-203-

15. 

5. Pursuant to section 44.2(3) and (4) of the UCA, the BCUC must accept the expenditure schedule if 

it considers the schedule to be in the public interest, or it may accept a part of the schedule.  In 

considering whether a demand-side measure expenditure schedule put forward by a public utility other 

than BC Hydro is in the public interest, the BCUC must consider the following criteria according to Section 

44.2(5) of the UCA: 

a. The applicable of British Columbia's energy objectives.  PNG’s ECI expenditures are consistent 

with British Columbia’s energy objectives that include conserving energy as well as reducing 

                                                           
1
 The schedule of expenditures is set out in Table 1 on page 2 of the Application (Exhibit B-1). 
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greenhouse gas (GHG) emissions.2 

b. The most recent long-term resource plan filed by the public utility under section 44.1, if any.  

PNG’s DSM Plan was included as an element of the 2014 Resource Plan for PNG-West that 

was submitted on April 8, 2014 and subsequently approved by the BCUC on September 16, 

2014 by Order G-140-14.  PNG’s DSM Plan was also referenced in the 2015 Resource Plan for 

PNG(N.E.) that was submitted on April 17, 2015 and subsequently approved by the BCUC on 

September 30, 2015 by Order G-155-15.  PNG’s 2015 CEM Application presented an 

expenditure schedule consistent with the proposed expenditure schedule included in the 

2014 DSM Plan.  PNG considers its Application, effectively, as a request to extend the period 

of funding of the original schedule of expenditures that covered the period from 2015 to 2018 

by a further two years (to 2020).   PNG therefore maintains that its ECI expenditure schedule 

submitted in this Application remains consistent with the most recently filed resource plans 

for PNG-West and PNG(N.E.).3 

c. Whether the demand-side measures are cost-effective within the meaning prescribed by 

regulation, if any.  PNG’s DSM programs are cost-effective on a portfolio basis under the 

modified TRC (mTRC) test prescribed in the Demand-Side Measures Regulation (DSM 

Regulation).  

d. The interests of persons in British Columbia who receive or may receive service from the 

public utility. The proposed DSM expenditures are in the interests of customers and potential 

customers as they encourage energy efficiency and conservation, reduce GHG emissions, and 

are cost effective. Individual consumers that avail themselves of DSM measures will reduce 

their natural gas consumption and their natural gas bills.  

6. PNG therefore submits that the expenditures are in the public interest and should be accepted 

pursuant to section 44.2(3) of the UCA. 

                                                           
2
 Exhibit B-2, PNG response to BCUC IR 13.1. 

3
 Exhibit B-2, PNG response to BCUC IR 13.2. 
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7. The balance of this submission will discuss the following aspects of the Application: 

a) Overview of the ECI Programs and Portfolio 

b) Adequacy Requirements 

c) Cost Effectiveness 

d) Residential Furnace and Boiler Replacement Program 

e) Spending To Date and Forecast 

OVERVIEW OF THE ECI PROGRAMS AND PORTFOLIO 

8. PNG proposed portfolio of ECI programs consists of currently implemented programs, new 

programs that meet additional adequacy provisions of the section 3 of the DSM Regulation, as amended 

on March 22, 2017, and a furnace and boiler replacement program for residential customers. 

9. PNG proposes to continue its partnership with BC Hydro for the delivery of Energy Savings Kits 

(ESK’s) to BC Hydro’s customers in PNG’s service areas.  In addition, PNG intends to finalize a similar 

arrangement with BC Hydro for the delivery of the Energy Conservation Assistance Program (ECAP).  Both 

programs are targeted at low income residential customers.   

10. PNG proposes to continue its existing Commercial Boiler Replacement and Commercial Water 

Heater Replacement programs.  These programs are available to all non-residential customers, including 

owners and managers of multi-unit rental buildings. 

11. PNG proposes to continue its existing Commercial Kitchens program that provides free low flow 

pre-rinse spray valves to owners and operators of commercial kitchen facilities. 

12. PNG proposes to continue to offer its conservation, education and outreach program for students 

in elementary schools in PNG’s service areas.  In addition, PNG intends to continue to develop a 

conservation, education and outreach program for students in post-secondary institutions in PNG’s service 

areas.  PNG intends to continue to expand its general conservation, education and outreach program to 

better market its available ECI programs to its customers. 



Pacific Northern Gas Ltd. and  
Pacific Northern Gas (N.E.) Ltd.  

 ECI Program Funding Application 
 Final Submission  

 Page 4 

 March 12, 2019 

 
 
13. PNG is proposing a Residential Furnace and Boiler Replacement program that is aligned with a 

similar program currently offered by FortisBC Energy Inc. (FEI) and that allows PNG’s residential customers 

to take advantage of an additional incentive offered through Efficiency BC. 

14. PNG is proposing additional programs to support the development of standards related to energy 

efficiency and to promote the adoption by local governments and First Nations of the Energy Step Code.  

In addition, PNG proposes to allocate a small amount of its ECI budget to supporting the development and 

adoption of new energy technologies. 

15. PNG submits that its portfolio of ECI programs proposed in its Application meet the adequacy and 

cost effectiveness requirements set out in section 3 and section 4, respectively, of the DSM Regulation.   

Adequacy Requirements 

16. As noted in the Application and in responses to information requests, PNG’s proposed 

expenditures for the 2019–2020 period meet the Adequacy requirements with regards to including “…a 

demand-side measure intended specifically to improve the energy efficiency of rental accommodations;” 

as specified in the DSM Regulation.4   

17. PNG’s notes that its rental accommodation market segment is small, comprising approximately 

200 buildings.  Therefore implementing a cost-effective program for such a small customer segment is 

challenging, especially so for a program designed to improve the energy efficiency of rental 

accommodations per se.  As an example, the FEI Rental Apartment Efficiency Program provides direct 

installation of free water saving showerheads and faucet aerators, a building energy assessment and 

ongoing professional assistance to guide apartment owners through the process of completing energy 

efficiency upgrades and applying for incentives offered by FEI’s commercial programs.  Owing to the much 

higher density of rental buildings, and the larger size of these buildings in the major urban centres served 

by FEI, along with the greater availability of contractors trained to complete building energy assessments, 

FEI’s program can achieve economies of scale that are unachievable by a similar program set up to serve 

                                                           
4
 Section 3(1) (b) of the DSM Regulation. 
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PNG’s rental accommodations segment.5 

18. PNG submits that extending its existing commercial programs to the rental segment is appropriate 

for the size of PNG’s rental market segment.  PNG notes that FEI’s Rental Apartment Efficiency Program is 

based on a bundle of measures that are also available through their residential and commercial programs, 

and that the unique value added to the rental accommodation program is the additional outreach and 

support offered by FEI.  PNG submits that such support can be offered through PNG’s general 

conservation and education outreach (CEO) initiatives.  

19. PNG also notes that its proposed Residential Furnace and Boiler Replacement program will be 

available to residents of housing owned or operated by either local government or first nations governing 

bodies.  

Cost Effectiveness 

20. PNG’s ECI portfolio of existing and proposed programs is cost effective as determined by the 

appropriate application of the Total Resource Cost (TRC) test and modified TRC (mTRC) test.  At the 

portfolio level, the combination of the mTRC benefits for those programs that require use of the mTRC, 

and the TRC benefits for all other programs are compared to the portfolio costs to determine the 

TRC/mTRC cost effectiveness ratio of 1.4.6 

21. PNG has determined the TRC/mTRC ratios for each program, and for the portfolio as a whole, 

using its cost effectiveness model (PCEM) that it presented in its 2015 CEM Application.  PNG has revised 

the PCEM with updated free rider and spill over factors, and measure lives that are consistent with those 

used by FEI in determining the cost effectiveness of similar programs proposed in FEI’s 2019-2022 

Demand Side Management Expenditures Plan that has been accepted by the BCUC by way of Order G-10-

19.  PNG has adopted BC Hydro’s free ridership and spillover rates applicable to its ESK and ECAP 

programs.7 

                                                           
5
 Exhibit B-2, PNG response to BCUC IR 1.1 

6
 Exhibit B-1, Table 28, p. 30. 

7
 Exhibit B-2, Response to BCUC 4.2. 
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22. PNG has not collected the necessary data or completed an analysis on free rider and spill over 

rates specific to its own ECI programs.  Completing such an analysis is not expected to alter the outcome 

of its cost effectiveness tests significantly, nor would it be expected to alter PNG’s decisions regarding the 

implementation of its programs.  PNG is also not aware of any evidence suggesting that the behaviours of 

PNG’s and FEI’s customers in regards to incentive programs are any different.  PNG submits therefore, that 

the benefits associated with developing free rider and spill over rates specific to its service areas would be 

outweighed by the cost of doing so.8 

RESIDENTIAL FURNACE AND BOLER REPLACEMENT PROGRAM 

23. PNG is proposing a new residential furnace and boiler replacement program similar to a program 

offered by FEI.  PNG is developing this program to allow its residential customers to take advantage of an 

additional incentive offered by EfficiencyBC.9 

24. PNG participated in the joint provincial Conservation Potential Review (CPR) lead by FEI and BC 

Hydro, and received a copy of the Market Potential Review report prepared for PNG based on FEI 

economic data and applied to PNG’s service areas.  In its Reasons for Decision attached to Order G-203-15, 

the BCUC encouraged PNG to apply for new programs (or expansion of existing programs) based on the 

results of the CPR.10 

25. PNG’s proposed residential furnace and boiler replacement program is not identified by the 

Market Potential Review as one of the top 40 measures for achieving energy savings in 2025.  PNG 

nevertheless considers a residential furnace and boiler replacement program appropriate for its service 

area.   

26. PNG’s proposed residential furnace and boiler replacement program is consistent with Directive 8 

contained in the Decision on Order G-203-15 where the BCUC directed PNG to “include in its next DSM 

Expenditure Application a review and discussion of whether opportunities exist to cost-effectively expand 

                                                           
8
 Exhibit B-3, Response to BCOAPO 3.1. 

9
 Exhibit B-1, pp. 25-26. 

10
 Order G-203-15, Reasons, p. 18. 
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DSM funding to under-served customer segments, specifically industrial customers and residential 

customers not covered by PNG’s adequacy programs.”11    

27. The decision to offer a residential furnace and boiler replacement program is supported by 

comments PNG receives from its customers asking about programs offered by FEI and whether these are 

also offered by PNG.  The majority of these comments have been about a residential furnace replacement 

incentive program.  A residential efficient furnace and boiler replacement rebate program is a common 

program that is often “top-of-mind” with residential customers when replacing their furnace or boiler 

equipment.  PNG therefore anticipates that it will be successful in marketing the program to its residential 

customers and that these efforts will also raise awareness amongst PNG’s customers and HVAC 

contractors of PNG’s other commercial programs. 

28. A residential efficient furnace and boiler replacement rebate program is relatively simple to set up 

and operate, and straight forward to administer.  It is therefore a natural fit for PNG’s ECI program, which 

was launched just three years ago on a modest budget and which is still developing its capacity to develop 

and administer more complex and ambitious programs.   

29. A residential efficient furnace and boiler replacement rebate program takes advantage of 

additional funding made available by EfficiencyBC to customers opting to upgrade to an ultra-high 

efficiency (97% AFUE or higher) gas furnace.  

30. PNG has a low rate of growth in both its residential and commercial sectors.  Consequently, and 

despite the recommendations contained in the CPR report, PNG has not prioritized measures targeting 

new construction (ENERGY STAR® homes and commercial new construction measures) at this time.   

The Residential Furnace and Boiler Replacement Program is Cost Effective 

31. PNG’s proposed residential furnace and boiler replacement program is cost effective, as 

determined by the mTRC.12  The results of the TRC/mTRC are lower than those of FEI owing to the smaller 

                                                           
11

 Order G-203-15, Reasons, p. 17. 
12

 Exhibit B-2, Response to BCUC 11.3. 
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market for this program in PNG’s service areas and to differences between PNG and FEI in the avoided 

cost of gas.  PNG continues to seek ways to implement its ECI programs in a manner that minimizes the 

fixed administrative and marketing costs.  Nevertheless, PNG will always be challenged to achieve similar 

economies of scale in its programs, as compared to FEI.  Based on the indications of the administrative 

costs it has received, and on its estimated market penetration over the next two years, PNG estimates 

that its fixed costs per gigajoule of energy saved will be notably higher than that of FEI.  PNG notes that, 

despite FEI attaining economies of scale in its program, the TRC of FEI’s program is also significantly below 

one.13  

SPENDING TO DATE AND FORECAST 

32. PNG’s spending on ECI programs has been significantly below that projected in the 2015 CEM 

Application.  PNG identifies two factors responsible for actual expenditures on many of PNG’s ECI 

programs being lower than originally forecast.   First, PNG launched the commercial programs in 2017, 

rather than in 2016 as originally anticipated.  Second, the uptake on PNG’s commercial incentive programs 

has been lower than anticipated.  This may be due to a lack of awareness amongst customers and 

contractors of PNG’s incentive programs, or that the programs themselves are not relevant to PNG’s 

commercial customers, or a combination of these two factors.  PNG has begun activities that address both 

of these causal factors through its marketing efforts and further consideration on the design of its 

commercial programs.   

Marketing 

33. PNG has begun to promote its incentive programs through its website, social media, bill inserts 

and outreach activities involving municipalities and local contractors.   

34. During the August and September 2018 billing cycles, PNG distributed a bill insert highlighting 

commercial offers to all its commercial customers.   PNG has made improvements to its ECI webpages by 

adding an interactive home page that supports the ECI brand, along with additional content presenting 

                                                           
13

 Exhibit B-2, Response to BCUC 11.3.1. 
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new program offers.  In 2018, PNG launched its presence on Facebook and Twitter and PNG continues to 

explore opportunities to use these social media platforms to support its outreach and marketing activities.  

In January 2019, PNG launched a quarterly e-newsletter. 

35. PNG continues to establish relationships in the communities it serves that raise awareness of its 

ECI programs. In the spring of 2018, PNG reached out to community services organizations, chambers of 

commerce and municipalities’ staff.  Some of these organizations are now distributing PNG’s marketing 

materials and posting information on PNG’s ECI programs on their social media platforms.   

36. In January 2019, PNG, along with Encana and BC Hydro and Bear Mountain Wind Ltd., sponsored 

the Energy Explorers event held at the Northern Lights College in Dawson Creek.  Over 250 school children 

from the Fort St. John and Dawson Creek areas attended the event.   

37. PNG is leveraging their local staff to help garner interest in the ECI programs and distribute ECI 

collateral through their regular business interactions with customers and at community events such as the 

annual Taylor Safety BBQ.   

38. Finally, PNG has begun working with Ecolighten Energy Solutions to engage HVAC contractors in 

the PNG service territory to raise awareness of programs and to start to build the relationships necessary 

for a successful trade ally network.   

Program Design 

39. PNG’s is currently analyzing the results of its recently completed customer attitudes survey that 

targeted a sample of PNG’s residential and commercial customers across all of PNG’s service areas.  The 

results of the survey will help PNG understand customers’ attitudes towards energy conservation, climate 

change, and renewable natural gas supply, their perceptions of the environmental attributes and cost 

competitiveness of natural gas, and their behaviours affecting their energy consumption.  PNG will use the 

results of the survey to inform its general CEO programs, as well as to modify, where necessary, existing 

program offerings and initiatives in order to improve the effectiveness and scope of its ECI program.  

40. PNG is confident that the forecast expenditures PNG has presented in its Application are realistic 
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and realizable.  PNG now has some experience with implementing its ECI programs, along with more 

certainty on the associated costs.  In addition, PNG has developed some expertise in its general CEO 

activities in 2018 and has identified additional activities for 2019 that will help to promote its existing and 

proposed programs to a wider audience.  

Partnerships 

41. PNG identifies and initiates discussions with potential partners as part of the process of developing 

and implementing its ECI programs.  Depending on the anticipated demand of programs, PNG determines 

whether a partnership is the most cost-effective approach and solution.  

42.  PNG has established a partnership with BC Hydro for the delivery of the ESK program that is based 

on a cost sharing agreement.  PNG has also entered into a fee for service agreement with the Northern 

Environmental Action Team (NEAT) whereby the latter delivers PNG’s conservation education and 

outreach program to elementary school children in PNG’s service areas.   

43. PNG originally considered entering into a partnership with FEI for the delivery of its commercial 

rebate programs.  Subsequent to preliminary discussions with FEI, PNG determined that the expected 

uptake of its commercial programs would not be large enough to support the costs associated with 

establishing and operating the program through a partnership.  Accordingly, PNG established and 

operates its own commercial rebate programs as PNG has determined that when the anticipated number 

of applicants is small, administration of a program directly by PNG is the most cost-effective approach.   

44. PNG has also established an agreement with EcoFitt Corp., who operates BC Hydro’s ESK program, 

whereby EcoFitt operates the order fulfillment portion of PNG’s Commercial Kitchens program, while PNG 

administers the application approval process.  

45. PNG had been in discussions with FEI regarding the implementation and administration of PNG’s 

Furnace Replacement program.  FEI engages a third party, Consumer-Response Marketing Ltd. (CRM) to 

administer its Furnace Replacement program.  Under the agreement, CRM receives and processes 

customers’ applications, and sends rebate cheques to qualified applicants.  FEI has subsequently 
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suggested that PNG should consider entering into a similar arrangement directly with CRM.  Accordingly, 

PNG has commenced discussions with CRM and obtained an estimate for the cost of administering PNG’s 

program that is competitive with that proposed by FEI.  

46. PNG remains intent on establishing a cost-sharing agreement with BC Hydro for the delivery of the 

ECAP program in PNG’s service areas.  PNG has been in discussions with BC Hydro beginning in 2016 but 

has yet to complete an agreement.  The difficulty PNG faces is having BC Hydro and FEI amend the ECAP 

terms and conditions that currently support a partnership between BC Hydro and FEI, to an agreement 

that also includes PNG.  These terms and conditions are concurrently undergoing a revision that is subject 

to the review by the legal departments of both BC Hydro and FEI.   

CONCLUSION 

47. For the reasons described herein, PNG submits that acceptance by the BCUC of the Application is 

in the public interest, and in the interest of persons who receive or may receive service from PNG.  

48. PNG respectfully submits that the Application meets the requirements of the UCA and should be 

accepted as filed pursuant to Section 44.2(3) of the UCA. 

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED. 

DATED at Vancouver, British Columbia this 12th, day of March 2019. 

 

      PACIFIC NORTHERN GAS LTD. and 
      PACIFIC NORTHERN GAS (N.E.) LTD. 
 

  

       

      Janet P. Kennedy 
      Vice President, Regulatory Affairs and Gas Supply  
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