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A. REGULATORY ACCOUNTING TREATMENT FOR INSTALLATION COSTS  

 Reference: Stargas Application 1.0
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.  

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.  

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: 
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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. 

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).  

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 (FEI) 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.” 
 
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-
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 

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*) 

o Service Line Allowance: Up to 26 mm diameter service line and maximum length 
of 30 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. 
 

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. 

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

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.  

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. 
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 Reference: Stargas Application 2.0
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.  

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. 

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

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.  

 Reference: Stargas Application 3.0
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. (FEI) 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.   

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

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

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

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. 

                                                           
1 Exhibit B-1, p. 1. 
2 http://www.bcuc.com/Documents/Proceedings/2016/DOC_45941_B-1_FEI_Deprecation-NetSalvage.pdf, Attachment 4 

http://www.bcuc.com/Documents/Proceedings/2016/DOC_45941_B-1_FEI_Deprecation-NetSalvage.pdf
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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.  

 Reference: Stargas Application 4.0
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. 

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 
the forecast volume for meters that require a manifold.  

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

 Reference: Stargas Application 5.0
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.    

 Reference: Stargas Application 6.0
Exhibit B-1, Appendix B; Stargas 2016 Delivery Rate Application, Exhibit B-8, BCUC IR 
5.1 
Rate impact 

On 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.” 
 
In response to Exhibit B-8, BCUC 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 B does not include the variable charge of $1.56 per 
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gigajoule paid to the service contractor.  

6.2 Please explain why the table in Appendix B does not include the amortization of the proposed 
2017 Installation Application Regulatory Account.   

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

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. 

 Reference: Stargas Application 7.0
Exhibit B-1, 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.  
 
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.  

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.   

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?  

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?  

 Reference: Stargas Application 8.0
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: “[c]onsistent 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 
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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.  

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. 

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

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

 Reference: Stargas Application 9.0
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 year 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.  

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

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

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.  

                                                           
3 http://www.bcuc.com/Documents/Proceedings/2016/DOC_48267_11-28-2016_Superior-Seascapes_G-172-16_Reasons-
for-Decision.pdf , pp. 28-29 
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 Reference: Stargas Application 10.0
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.  

 
10.1 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.  

10.1.1 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.  

10.2 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.  

10.3 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.  

10.3.1 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.   

10.4 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.  

10.4.1 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.  

 
B. STANDARD FEES AND CHARGES SCHEDULE 

 Reference: Standard Fees and Charges Schedule 11.0
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 
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 
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where a single line Is to serve two meters) togother with the Stargas 10% markup.” 
 

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

11.2 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. 

 
C. 2017 INSTALLATION APPLICATION REGULATORY ACCOUNT 

 Reference: Stargas Application 12.0
Exhibit B-1, Application, p. 2; Appendix A, p. 5 
2017 Installation 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. 
 
12.1 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.   

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

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.  

 
12.3 Please clarify what is the approval sought related to a 2017 Installation 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)? 

12.4 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. 

On page 2 of the Application, Stargas requests that the costs included in a 2017 Installation Application 
Regulatory Account be recovered as a rate rider over 24 months, commencing November 1, 2019. 
 
12.5 Please explain why Stargas has proposed a 24 month amortization period for the 2017 

installation application regulatory account. 

12.6 Please discuss what financing (e.g. weighted average cost of capital, short term interest) Stargas 
expects to recover on the 2017 Installation Application Regulatory Account, if any.  

12.7 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 
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above (i.e. an updated Appendix B).   

12.8 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. 

 
D. MARKETING PLAN 

 Reference: Stargas Application 13.0
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.”  
 
13.1 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. 

 
E. PROPANE CONVERSION PAYBACK ANALYSIS 

 Reference: Stargas Application 14.0
Exhibit B-1, Application, pp. 1-2; Appendix D, p. 9 
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…” 
 
14.1 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. 

14.2 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. 

14.2.1 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. 

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

 
 
14.3 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.  
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14.4 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).  

14.4.1 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. 
 
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.” 
 
14.5 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. 

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

14.6 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. 

14.6.1 How might this impact the number of forecast new installations included in Appendix B? 

14.7 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.  
 
14.8 Please explain and provide the calculation of the payback period in days.  


	A. Regulatory Accounting Treatment for Installation Costs
	1.0 Reference: Stargas Application Exhibit B-1, Application, pp. 1–2; Appendix A, p. 5; Appendix C, p. 8; Exhibit A2-1 Stargas proposal
	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...
	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.
	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).
	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.
	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 A2-1:
	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.
	1.7 Please elaborate on why Stargas considers its proposal to be fair to existing customers.
	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.
	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.

	2.0 Reference: Stargas Application Exhibit B-1, Application, p. 2 Meter cost
	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.
	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”0F  of $215 per meter, if any.

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

	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.

	3.0 Reference: Stargas Application Exhibit B-1, Application, p. 1 Amortization
	3.1 Please provide the amortization period that is currently used by Stargas for each of service lines, manifolds and meter sets.
	3.2 Please provide the estimated service life of the services lines, manifolds and meter sets for new installations.
	3.3 Please provide a justification for the proposed 10-year amortization period for the service line installation costs.
	3.3.1 Please propose an amortization period for the meter sets for new installations.

	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 analysi...
	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.

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

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

	5.0 Reference: Stargas Application Exhibit B-1, Appendix C, p. 8 Operating costs
	5.1 Please provide an estimate of the forecast annual increase in administrative costs resulting from the Stargas proposal for new installations.

	6.0 Reference: Stargas Application Exhibit B-1, Appendix B; Stargas 2016 Delivery Rate Application, Exhibit B-8, BCUC IR 5.1 Rate impact
	6.1 Please explain why the table in Appendix B does not include the variable charge of $1.56 per gigajoule paid to the service contractor.
	6.2 Please explain why the table in Appendix B does not include the amortization of the proposed 2017 Installation Application Regulatory Account.
	6.3 Please confirm if there are any other relevant costs that should be included in Appendix B that have not been included.
	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.

	7.0 Reference: Stargas Application Exhibit B-1, Appendix B, p. 7; Standard Fees and Charges Schedule  Service line allowance
	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.
	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.
	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?
	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?


	8.0 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
	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.
	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.

	8.2 Please identify the costs incurred by Stargas that the 10 percent markup is in place to recover.
	8.3 Please identify the costs incurred by Stargas that the Application Fee of $50 is in place to recover.

	9.0 Reference: Stargas Application Exhibit B-1, Appendix B, p. 6 Annual consumption and customer data
	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 ...
	9.2 Please confirm the current number of Stargas residential and commercial 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.
	9.3.1 Please separate the volume amount of 41,094 GJ into residential volume and commercial volume.

	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.

	10.0 Reference: Stargas Application Exhibit B-1, Appendix B Revenue requirement impact
	10.1 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 d...
	10.1.1 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 n...

	10.2 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 wh...
	10.3 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.
	10.3.1 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.

	10.4 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.
	10.4.1 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 jus...



	B. Standard Fees and Charges Schedule
	11.0 Reference: Standard Fees and Charges Schedule Exhibit B-1, Application, p. 2 Meter installation charge
	11.1 Please explain why the meter installation charge for residential customers on the draft Standard Fees and Charges schedule is $450, as opposed to $215.
	11.2 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 installat...


	C. 2017 Installation Application Regulatory Account
	12.0 Reference: Stargas Application Exhibit B-1, Application, p. 2; Appendix A, p. 5 2017 Installation Application Regulatory Account
	12.1 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.
	12.2 Please provide a breakdown of total incurred and forecasted legal and OKF costs, by party and activity, which reconciles to the $9,500.
	12.3 Please clarify what is the approval sought related to a 2017 Installation 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 $1...
	12.4 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.
	12.5 Please explain why Stargas has proposed a 24 month amortization period for the 2017 installation application regulatory account.
	12.6 Please discuss what financing (e.g. weighted average cost of capital, short term interest) Stargas expects to recover on the 2017 Installation Application Regulatory Account, if any.
	12.7 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 annu...
	12.8 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.


	D. Marketing Plan
	13.0 Reference: Stargas Application Exhibit B-1, Appendix A, p. 5 Marketing plan
	13.1 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.


	E. Propane Conversion Payback Analysis
	14.0 Reference: Stargas Application Exhibit B-1, Application, pp. 1-2; Appendix D, p. 9 Propane conversion payback analysis
	14.1 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, a...
	14.2 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.
	14.2.1 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.

	14.3 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.
	14.4 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).
	14.4.1 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.

	14.5 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.
	14.5.1 If there are other costs that were not considered, would this impact the number of forecast new installations included in Appendix B?

	14.6 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 revi...
	14.6.1 How might this impact the number of forecast new installations included in Appendix B?

	14.7 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.
	14.8 Please explain and provide the calculation of the payback period in days.




Attachment A - 10.1





		Revenue Margin for each added customer		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10		Explanatory Notes



		Annual Incremental Revenue

		Delivery Rate Revenue		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$5.77 GJ x 51 GJ per customer (See Note 1)



		Total Annual Incremental Revenue for each added customer		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297		$   297



		Annual Incremental Costs

		Amortization		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125		See Note 2

		WACC Return on Rate Base		$   36		$   67		$   59		$   52		$   44		$   36		$   28		$   20		$   12		$   4		Average Net Book Value (See Note 2) x WACC 6.34%

		Service Contractor Costs:

		- $1.56 per GJ variable charge		$   80		$   80		$   80		$   80		$   80		$   80		$   80		$   80		$   80		$   80		$1.56 GJ x GJ per customer (See Note 1)



		Total Annual Incremental Cost for each added customer		$   241		$   273		$   265		$   257		$   249		$   241		$   233		$   225		$   217		$   209



		Revenue Margin for each added customer		$   56		$   24		$   32		$   40		$   48		$   56		$   64		$   72		$   80		$   88



		Present Value - Discount Rate of 6.34% (WACC)

		5 Years		$   167

		7 Year		$   247

		10 Years		$   384



		NOTE 1

		Weighted Average Annual Consumption (GJ) per Customer

		Forecast New Installations		Year 1		Year 2		Total		% Total		Consumption (GJs)		Weighted Average Consumption (GJs)

		Propane		14		6		20		71%		40		29

		New installations		5		3		8		29%		80		23

		Total		19		9		28		100%				51



		NOTE 2

		Incremental Capital Schedule

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10

		Additions:

		Service Line		$   1,250		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Meter		$   215		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Manifold		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Less: Customer Contribution		-$   215		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Total Additions		$   1,250		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0



		Closing:

		Service Line		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250

		Meter		$   215		$   215		$   215		$   215		$   215		$   215		$   215		$   215		$   215		$   215

		Manifold		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

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

		Total Closing		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250		$   1,250



		Amortization:

		Service Line		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00		$   125.00

		Meter		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50		$   21.50

		Manifold		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Less: Customer Contribution		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50		-$   21.50

		Total Amortization		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125		$   125



		Net Book Value:

		Opening		$   - 0		$   1,125		$   1,000		$   875		$   750		$   625		$   500		$   375		$   250		$   125

		Closing		$   1,125		$   1,000		$   875		$   750		$   625		$   500		$   375		$   250		$   125		$   - 0

		Average Net Book Value		$   563		$   1,063		$   938		$   813		$   688		$   563		$   438		$   313		$   188		$   63





		Note 3

		Amortization Rates

		Amortization Rates:

		   Service Lines		10%		10 years

		   Meters		10%		10 years

		   Manifolds		10%		10 years

		   Customer Contribution		10%		10 years



		Note 4

		Other Data Inputs

		Weighted average cost of capital		6.34%

		Variable delivery rate		$   5.77		per GJ

		Variable charge to service contractor		$   1.56		per GJ







Attachment B - 10.2





		Total Revenue Margin from the Stargas proposal				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10		Explanatory Notes

		Incremental Revenue ($)



		Delivery Rate Revenue ($5.77 per GJ)				$   5,638		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309



		Total Annual Incremental Revenue				$   5,638		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309		$   8,309



		Incremental Costs ($)

		Amortization				$   2,375		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		See Note 2

		WACC Return on Rate Base				$   1,355		$   1,601		$   1,736		$   1,514		$   1,292		$   1,070		$   848		$   626		$   404		$   182		Average Net Book Value (See Note 2) x WACC 6.34%

		Service Contractor Variable Charge ($1.56 per GJ)				$   1,524		$   2,246		$   2,246		$   2,246		$   2,246		$   2,246		$   2,246		$   2,246		$   2,246		$   2,246		$1.56 GJ x Incremental Volume (See Note 1)

		Amortization of deferral account						$   6,500		$   6,500																See Note 3 



		Total Annual Incremental Cost				$   5,255		$   13,847		$   13,982		$   7,260		$   7,038		$   6,816		$   6,594		$   6,372		$   6,151		$   5,929



		Total Revenue Margin from the Stargas proposal				$   384		-$   5,538		-$   5,673		$   1,049		$   1,271		$   1,493		$   1,714		$   1,936		$   2,158		$   2,380



		Forecast volume				42,071		42,534		42,534		42,534		42,534		42,534		42,534		42,534		42,534		42,534		See Note 1



		Delivery rate impact ($ per GJ)				$   0.01		-$   0.13		-$   0.13		$   0.02		$   0.03		$   0.04		$   0.04		$   0.05		$   0.05		$   0.06





		Present Value - Discount Rate of 6.34% (WACC)

		5 Years				-$   7,500

		7 Year				-$   5,353

		10 Years				-$   1,641



		NOTE 1

		Weighted Average Annual Consumption (GJ) per Customer

		Forecast New Installations				Year 1		Year 2		Total		% Total		Consumption (GJs)		Weighted Average Consumption (GJs)

		Propane				14		6		20		71%		40		29

		New installations				5		3		8		29%		80		23

		Total				19		9		28		100%				51



		Incremental Volume (GJs)				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10

		New installations in the year				19		9

		Incremental number of customers				19		28		28		28		28		28		28		28		28		28

		Weighted average volume per customer				51		51		51		51		51		51		51		51		51		51

		Incremental volume (GJs)				977		1,440		1,440		1,440		1,440		1,440		1,440		1,440		1,440		1,440



		Current Volume				41,094		41,094		41,094		41,094		41,094		41,094		41,094		41,094		41,094		41,094



		Total Forecast Volume				42,071		42,534		42,534		42,534		42,534		42,534		42,534		42,534		42,534		42,534



		NOTE 2

		Incremental Capital Schedule

				Capital Cost		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10

		Additions:

		Service Line		$1,250		$   23,750		$   11,250		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Meter		$215		$   4,085		$   1,935		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Manifold		$300		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Less: Customer Contribution		-215		-$   4,085		-$   1,935		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Total Additions				$   23,750		$   11,250		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0



		Closing:

		Service Line				$   23,750		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000

		Meter				$   4,085		$   6,020		$   6,020		$   6,020		$   6,020		$   6,020		$   6,020		$   6,020		$   6,020		$   6,020

		Manifold				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Less: Customer Contribution				-$   4,085		-$   6,020		-$   6,020		-$   6,020		-$   6,020		-$   6,020		-$   6,020		-$   6,020		-$   6,020		-$   6,020

		Total Closing				$   23,750		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000		$   35,000



		Amortization:

		Service Line				$   2,375.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00		$   3,500.00

		Meter				$   408.50		$   602.00		$   602.00		$   602.00		$   602.00		$   602.00		$   602.00		$   602.00		$   602.00		$   602.00

		Manifold				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Less: Customer Contribution				-$   408.50		-$   602.00		-$   602.00		-$   602.00		-$   602.00		-$   602.00		-$   602.00		-$   602.00		-$   602.00		-$   602.00

		Total Amortization				$   2,375		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500



		Net Book Value:

		Opening						$   21,375		$   29,125		$   25,625		$   22,125		$   18,625		$   15,125		$   11,625		$   8,125		$   4,625

		Additions				$   23,750		$   11,250		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Amortization				$   2,375		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500		$   3,500

		Closing				$   21,375		$   29,125		$   25,625		$   22,125		$   18,625		$   15,125		$   11,625		$   8,125		$   4,625		$   1,125

		Average Net Book Value				$   21,375		$   25,250		$   27,375		$   23,875		$   20,375		$   16,875		$   13,375		$   9,875		$   6,375		$   2,875



		Note 3

		Deferral Account



		Total Costs		$   13,000

		Amortizaiton period (years)		2

		Annual amortization		$   6,500



		Note 

		Amortization Rates

		Amortization Rates:

		   Service Lines				10%		10 years

		   Meters				10%		10 years

		   Manifolds				10%		10 years

		   Customer Contribution				10%		10 years

		Note 

		Other Data Inputs

						Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Year 7		Year 8		Year 9		Year 10

		New Installations				19		9		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Weighted average cost of capital				6.34%

		Variable charge to service contractor				$   1.56		per GJ

		Variable delivery rate				$   5.77		per GJ

		Current volume				41,094		GJs









