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STARGAS UTILITIES RESPONSE   

TO: SSPOA Round 1 

DATE: December 16, 2020 

APPLICATION: Stargas Utilities Ltd. - Delivery Rate 

and Regulatory Account Application - 

Test Year November 1, 2020 to 

October 31, 2021 Project No. 1599141 

Stargas Introduction to this Response: On December 7th, 2020, Stargas and FortisBC Energy Inc. 
(FEI) executed an agreement, that subject to BCUC approval, provides for the sale of Stargas’ regulatory 
assets and operations to FEI. An Application seeking approval of the disposition of utility assets will be 
filed in 2021.  

1.0 Topic: Proposed Delivery Rate Changes 

Reference - (B-1) Page 2  

Stargas response: The following table reflected the panels determination for BCUC 
order G-59-17 and the proposed 2020 delivery. Stargas confirms that the SSPOA has 
correctly shown the comparisons. 

   G-59-17       
 

Application   

   Panel Test Year 

Technical services  $60,766 $71,893 

Administration    

 Professional services  6,200 7,225  

 Insurance  13,130 9,000  

 Office and sundries  15,028 20,652  

 Office lease  0 6,240  

 Administration - Fortis  59,735 54,000  

 Administration - CMI   46,757 66,743  

   201,616 235,753  

Amortization  54,804 23,250  

Catch-up dividend (G-157-12)  6,794 6,794  

Basic charge recovery  (62,990) (75,915) 

Sundry revenue   (4,102) (6,480) 

Income tax  9,300  3,119  

Net meter and lines (recovery)  (170) 0  

   205,252 186,521  
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Earned return    

 Return on debt  11,567 13,111 

 Return on equity  20,306 21,956 

   31,873 35,066 

   $237,125 $221,587 

 Deliveries (gigajoules)  41,093.6 48,250.0 

 Delivery rate  $5.77 $4.59  

 
Stargas, as noted in SSPOA’s analysis, recast technical services (as approved in G-59-17) to 
reclassify amounts paid Fortis for administrative services consistent with their disclosure in the 
current Application.    

2.0 Topic: Income Tax 

Reference – (B-1) Page 2 Delivery Rate Tabulation 

2.1 A substantial reduction in Income tax is shown from $9,300 in 2017 to $3,251 in 

the test year. Please explain and how long has Stargas received the reduction? 

Stargas response: Stargas did not receive a reduction; income taxes are calculated with 

reference to the utility’s accounting income subject only to a recurring difference between 

the amortization recorded in its financial statements and the equivalent but differing 

amount (capital cost allowance) allowed in the determination of its taxable income. Stargas’ 

pretax income in the test year significantly reduced from that in the determination 

concluded in G-59-17. 

Reference – (B-1) Page 5 Stargas states: “In its twelve months ended May 31st, 2020 

Stargas neither prepared an annual report to the Commission nor filed a commodity rate 

application while sharply curtailing other than essential administrative services.” 

2.2 Can Stargas confirm that it is not required to file an annual report to the commission? 

Stargas response: Stargas sought, and the Commission accepted, that the Joint Application to be 
filed by the parties seeking Commission acceptance of the purchase by FEI and the sale by Stargas 
would include substantially all of the information included in its annual report, and accordingly, as 
approved by the BCUC did not prepare and file an annual report for the fiscal period ended October 
31, 2019 and year ended October 31, 2020. 

2.3 If an annual report required to be filed, can Stargas confirm that the annual report 

would contain the Stargas financial statements for the BCUC to review? 

Stargas response: Financial statements would have been filed with the annual report to the 

Commission and are available as required. 

3.0 Topic: Increased Administration overhead in favor of CMI  
Reference - (B-1) Pages 4, 5, 6, 7, 8, 9, 10, 11, 12, 13 and 14 

3.1 The increase in administration costs to CMI sought in this application would seem to 

have the impact of seeking to rescind order G-59-17. Can Stargas please explain what 
has led them to the conclusion that G-59-17 is no longer operative? 
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Stargas response: While unsurprising, it nonetheless disappointing that the SSPOA continues to 
impugn Stargas’ seeking to fairly compensate its management for the necessary hours at 
appropriate rates requisite to meeting its administrative requirements. Stargas, as identified in 
a supplementary filing to the current application, within the fiscal years ended May 31, 2018 
and 2019 (with CMI’s concurrence) recorded and paid only that amount approved within G-59-
17, while tracking in each of those years administrative costs incurred but absorbed by CMI 
(ensuring within each of those two years that it could not, and would not, have the promised 
opportunity to earn a fair return on its investment in the utility). By eliminating all non-essential 
approved activities within G-59-17 and others minimized by virtue of activities related to the 
prospect of sale (e.g. preparation of an annual report) Stargas reported CMI management costs 
in the fiscal year ended October 31st, 2020 of $47,477.  Lest Stargas face the inevitable question 
from the SSPOA no time, nor dollar expended in the protracted negotiations to vend Stargas’ 
regulatory assets and its operations is reflected within the Stargas’ operating results. 

Stargas submits as reasonable that it, in the current application, seek to have reviewed and 
amended, if the Commission determines justifiable, its ongoing management fee. Stargas has 
taken steps to reduce ongoing management requirements (e.g. – change of fiscal year end) and 
has carefully diarized hours awarded and skill sets required in the several pages of its current 
application dedicated to repatriation of what it deems a required and equitable budget for 
management of the utility. 

4.0 Topic: Insurance Costs 

Reference - (B-1) Page 3 Stargas states: “ ........ at an annual cost estimated at $9,000 
(actual cost of the six month renewal to October 31st, 2020 was $ 8,822 and for the 
fiscal year ending 

May 31, 2020 -$11,818).” (emphasis added) 

4.1 Insurance costs as estimated at $9,000 annually, whereas the most recent 

premium paid was $8,822 for a 6-month renewal. Can Stargas please explain? 

Stargas response: The six-month renewal documented for the period from November 1st, 
2020 to April 30th, 2021 had a cost of $7,208 (indicating an annual cost in the test year of 
$14,400) and is, we were to understand, consistent with increases in insurance costs 
generally; in formulating its application Stargas had utilized what had in the prior period’s 
modest annual reductions in insurance costs that were reversed when renewing October 31, 
2020. 

5.0 Topic: Office Lease; Office and Sundries 

Reference - (B-1) Page 3 Stargas gas proposed that it is entitled to recover an 

equitable compensation for the offices maintained in each of Stargas management 
homes. Stargas has also increased its forecast for “Office and Sundry” from $15,028 
to $20,659. 

In the response filed by Stargas to the SSPOA’s IR #1 for the proceeding held in 2017 
(BCUC 5-59-17) regarding office and sundry expenses, Stargas stated: 

“Contribution to Office overheads: We include a $400 monthly amount as recompense for 
costs incurred in operating Stargas administration and accounting within our homes – we do 
not charge paper, postage, computer toner, nor others of an office’s expendables to Stargas 
nor do we allocate portions of our phone bills, (we do reimburse our administrator for his cell 
phone), utilities, etc. Note that Stargas does not own desks, computers, and those items that 
would in other circumstances be a cost borne by and an expense to ratepayers. There can 
be no doubt that were we to create and fund a dedicated Stargas office, capital costs would 
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be involved and its operating expenditures significantly greater than those incurred in the 
existing arrangement. Our estimate for this caption - $4,800 plus $800 additionally for 
administrator cell phone.” 1

  

5.1 Stargas is requesting a separate line item for office lease in the amount of $6240 and yet 
the “office and sundry” has increased by $5631. Considering that $400 per month was 
included in the expense of 2017, in fact, the line item “Office and Sundry” has increased by an 
additional $4800 to $10,431. Can Stargas please provide the details on the Office and Sundry 
expense that quantifies the substantial increase? 

Stargas Response: The following table summarizes within relevant categories, expenses incurred in the 
twelve months ended October 31, 2020; the $20,652 included in the test year reflects a modest 
reduction from the $22,774 expended in the fiscal year ended October 31, 2020. 

 

Meter reads  $1 per 11 months, $2 per Xmas $4,734  

Credit card fees Automatic deductions  3,044  

Bank charges Automatic deductions  4,493  

CMI costs Increased $400 to $450  5,400 

Travel Vancouver/Resort (2) 572 

Tech Safety Board Renewal 168 

BCUC fees quarterly remittance 1,594 
Customer 
adjustments eight (one over $100) 793 

Phone 2/3 of associate's cost 853 

Software support Simply (Stargas acct system) 255 

F1 Computer Web and ongoing tech support 868 

  $22,774  

 

6.0 Topic: Operations and Maintenance and Contract Renewal for Technical 
Services by Fortis BC Energy Inc. (formerly FAES) 

Reference - (B-1) Page 4 and 5 Addressing the delay in negotiating new Services Contract 
Stargas appears to have renewed or extended the existing contract for technical services with 
Fortis to continue to provide the technical and administration services that Stargas has no 
capacity to provide. 

On July 22, 2019 Mr. Moe Blumes and his wife Carol attended the SSPOA Board meeting to 
provide an update on its position regarding the expected BCUC proceeding on its delivery rate. 
At that meeting Mr. Blumes explained how the 10-year contract that it had had would expire at 
the end of November 2019 and that Stargas was in discussions with 2 alternate providers with 
an expectation of a substantial reduction in costs. Mr. Blumes described the existing contact as 
a poor deal made 10 years ago. Stargas had requested an extension for their BCUC submission 
of the 2019 rate review because of seeking a new technical service provider. 

6.1 Noting the redacted sections on page 4 and 5, can Stargas explain why that, with notice 
served in December of 2018 for the termination of the contract, we are now almost 2 years later 
resolving the rates that were to be reviewed per the BCUC Panel’s direction in G-59-17 that 
“Stargas to submit an application for a revised delivery rate by July 31, 2019”.2
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Reference - (B-2) Page 1 in the Supplementary Information (requested by the BCUC) Stargas 
offers an explanation of the drivers of the delivery rate request, they state: “The movement from 
a cost in the panel decision of $60,766 to that forecast in the test year of $71,893 is largely a 
consequence of volume increases.” 
 
Stargas response: Stargas, in contemplation of its sale, with FEI’s concurrence, extended the term of the 
service contract that would have lapsed November 30th, 2019. Stargas sought a reduction in the per 
gjgajoule delivered charge and the elimination of an annual increase based on changes in the British 
Columbia Consumer Price Index. It was unable to obtain FEI’s agreement to reduce the amount per 
gjgajoule.  
 
6.2 The increase in operations and maintenance in the table shown in Topic 1 amounts to 
($125,899 - $120,501) $5398, can Stargas confirm the comparisons shown for the 2017 Fortis 
Administration at $59,735 and Technical Services at $60,766? 

Reference - (B-2) Page 1 Stargas states: “Stargas sought, and the respective Fortis affiliates 

accepted a monthly charge of $4,500” 

The submission provided in 2017 by Stargas explained the existing 10-year contract terms as: 

“The contract provided for an initial variable monthly charge of $1.62 per GJ and an 
annual fixed charge of $48,000 payable monthly plus $15 per month for customers 
added after October 1st, 2009. The fixed charge is subject to an annual inflation 
adjustment based on changes in the Consumer Price Index – British Columbia and has 
increased to $4,187 from the $4,000 amount stipulated in the original contract. The 
variable charge is subject to both adjustments based on changes in CPI and to an 
annual adjustment based on fiscal year deliveries contrasted against those in the base 
year. The current variable charge is $1.51 per GJ. 

Stargas response: Correct 

6.3 From the information quoted above it appears as the administration provided by Fortis has 
increased from $4,187 to $4,500, however the table in Topic 1 indicates a monthly charge was 
$4,978. Can Stargas confirm that it negotiated a reduction from $4,978 to $4,500? 

 
Stargas response: Stargas was able to eliminate both the $15 increase for customers added and the  

CPI adjustment and to set the continuing administration fee at $4,500 monthly.   

6.4 With the exception of the $4500 monthly charge for administration, can Stargas confirm that 
the terms of the contract with Fortis are the same, and that the increases are only due to 
increased volumes? 

Stargas response: Correct 

6.5 Can Stargas please confirm term of the contract extension. 

Stargas response: Services under contract to completion of the sale and 60 days thereafter if the 
Commission denies approval. 

6.6 The $125,809 part of our Delivery Rate calculation that is supplied by Fortis amounts to 57% 
of the Delivery Rate. Please provide details regarding the transparency and BCUC oversight on 
this part of our Delivery Rate calculation. 
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Stargas response: The original ten-year contract expiring November 30, 2019 was submitted to the 
Commission and approved by that body. There has been no further interface addressing its terms with 
respect to either of the fixed or variable charge provided within it.  

6.7 Reference - (B-1) Page 30 – 32 The diary of time spent on the preparation of the 
Regulatory application shows no activity until the beginning of March on addressing the end or 
the service termination notice given in December of 2018. Can Stargas explain the delay in 
addressing the issue? 

Stargas response: Time recorded within that timeframe was included within the 2020 Rate application 
costs. 

6.8 Reference - (B-1) Page 29,30,31 and 32 Stargas is seeking a rate rider in the amount of 
$38,458 under the banner of cost for a “2020 Delivery/Regulatory Account Application”. Can 
Stargas explain how management costs related to contract negotiations with a service provider 
are to be considered as a cost to a delivery rate application? 

Stargas response: Stargas sought and maintained throughout the period an ongoing dialogue with 
Commission staff on its seeking alternative suppliers of needed technical services. Given the 
extraordinary nature of the time required in that pursuit (and in its ongoing interface with Commission 
staff) Stargas did not consider the investment as a current operating expense.  

7.0 Topic: Introduction of Two New Administration Categories. 

Reference - (B-1) Page 11and 12 Stargas is Introducing Two New Rate Categories i) 
Executive - Regulatory/Gas Contracting ii) Annual Retainer 

Given the nature of the Stargas business, can Stargas explain what the difference is 
between what the existing executive charge out function is and what this new 
Regulatory/Contracting category is? 

Stargas response: Stargas was to learn a painful lesson in its digesting (with significant discomfort) 
legal assistance in the response to regulatory processes (G-59-17). Particularly off-putting, was the 
hourly rates charged for those services. Mr. Blumes, with over twenty years of experience in 
regulatory matters asserts within the current Application, and in this response, that his time 
engaged in regulatory matters, given his opting to proceed without seeking either the cost nor 
inclusion in ratepayer costs (whether in operations or Regulatory accounts) an increased rate of 
$225 both equitable in terms of his demonstrated abilities and the complexity of the tasks 
undertaken.  

7.2 Can Stargas explain the statement of page 12 “While hours/rates per hour distinct 
measures, Stargas submits narrowing the time allowed in the category fairly offset by the 
requested rate increase”. 

Stargas response: Stargas asserts in the statement, that the reduction in hours (36 to 25) in dealing with 
the complex gas market and the utility’s plans within it, fairly compensated by the rate at which those 
reduced hours included in approved management. 

7.3 The cost of these two new categories has been included in the application but no details of 
ratepayer benefits. Can Stargas please explain what benefits will accrue to rate payers through 
this additional expense and where in the financials their contributions will be recognized? 
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Stargas response: The proposed additional Regulatory category is, Stargas submits, recognition of the 
battle-tested twenty plus years of experience Mr. Blumes has had in meeting Stargas’ requirements 
before the Commission. The retainer contemplated for Independent Energy Consultants, reflective of 
the continuing contribution of that firm to the acquisition of the commodity (modestly if not under  

compensated by commission on volumes) and the recognition that Ken Fuhr’s industry wide insights 
invaluable in the ongoing operations of the utility.  

8.0 Topic: Other Inclusions - Stargas Revenue Requirements - Safety Initiative 

Reference – (B-1) Page 15 Amortization and Approval of the Safety Initiative 

8.1 Can Stargas please explain what the stimulus was for commencing the “safety initiative”? 

Stargas response: As noted in annual reports and applications before the Commission, the initiative 
required in response to two incidents, unprecedented snow levels and a concern identified that 
meters at peril with build up of snow and ice. As well, it was to discover that its mapping was not at 
the standard ensuring that contacts with BC One Call would be expedited – a line break the result of 
deficiencies (maps not digitized and main extensions, if mapped, not provided to BC One Call).   

8.2 What, if any, correspondence was entered into with the BCUC to seek approval for the 
financial treatment of this expenditure? 

 

Stargas response: The utility took the steps it did based upon safety as a priority so that prior approval 
was not sought; it has included details within its annual reports and within the current application should 
the Commission determine that the expenditure (or portions thereof) without merit. 
 

9.0 Topic: Interest Rates on Bank and Shareholder Debt.  
Reference - (B-1) Page 17 Tabulation of Company Debt. 

9.1 Can Stargas please explain the 100bps disparity between the interest rate charged by a 
commercial bank and that paid on a shareholder’s loan? 

Stargas response: The 100 - basis point premium was approved by the Commission (following 
SSPOA seeking a reduction) in G-59-17; the spread consistent with usual commercial rates where 
bank security ranking ahead of shareholder advances. 

10.0 Topic: Detailed Changes in Capital Accounts - Cost of New Billing Software 

Reference – (B-1) Page 23 Development costs of new Billing Software 

10.1 Can Stargas please explain why it was thought necessary to invest in a new billing system, 
given its continuing reliance on the extended Fortis contract for all other services? 

Stargas Response: In each of the alternatives sourced by the utility in place of a Fortis affiliate, Stargas 
was to understand that either would have the technical services necessary to the construction and 
operation of the grid but that all administrative services would need to be addressed within Stargas’ 
offices (those of CMI). 

10.2 Can Stargas explain what will be the financial impact of this investment should a new 
contract for services be established where billing software is an intrinsic part of the new 
contractor’s service offering? 
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Stargas Response: Stargas, as noted, in its pursuit of an alternative and when framing its application had 
no certainty as to its confirming (as did it on December 7, 2020) that it would not need to continue in 
independent operations throughout the test year (or major portions thereof) and in doing so to utilize 
the developed software. 

10.3 Given that the software may not be used, is it appropriate to amortize the expense before 
the software is activated? 

Stargas Response: Stargas to include amortization of this investment in the test year consistent with its 
representation of what costs would have been incurred in continued operations absent sale while 
contracting the services of third parties without their handling read conversion and billing. 

11.0 Topic: Amortization 

Reference - (B-1) Page 1 and Exhibit (B-2) Page 2 
 

Stargas indicates that the new amortization added to the test year rate base from the following 
Capital expenditures:  

• Additions to the utility’s distribution grid (resulting from its capitalizing installation costs 

as authorized in BCUC Order G-164-17) over 5 years  

• the utility’s safety initiative, over ten years 

• over five year, its investment in billing software 

• Remediation over 5 years 

 

Stargas notes that it did not, in its Application, indicate it would amortize installation costs over five years. 

11.1 Please provide a table showing the individual capital expenditures and their amortization 

amounts that make up the amortization total of $23,250 

Stargas Response: Stargas, after capitalizing installations completed on or prior to October 31, 2020 had 
incurred aggregate costs in its distribution grid of $751,206 and has, consistent with prior years, 
recorded amortization on that balance over 40 years. Amortization of the utility’s distribution grid in the 
test year - $18,776 ($751,206/40). 

Stargas initiated amortization of its Safety Initiative November 1, 2019, recording amortization of that 
investment over 10 years – Cost $30,008, amortization $3,000 

As noted above, Stargas will initiate amortization of its software investment over 5 years commencing 
November 1st, 2020 – Cost 7,371, amortization $1,474.   

Stargas has proposed a 6o month amortization of its investment in remediation, to commence on 
completion of remediation.  

Reference - (B-2) Page 2 

On May 31, 2019 Stargas completed its 20-year amortization of its contribution to FortisBC to 
subsidize a gas pipeline to Stargas’ service site (an annual inclusion of $22,216) and. 

completed its 10-year amortization of each of deferred property and equipment amortization and 
deferred interest charges (an annual amortization of $16,511) 

These amortization expirations were the reason that the BCUC cited in its Order G-59-17 when 
it stated: 
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“Stargas, from June 1st, 2019 forward will record sharply reduced amortization in its 
accounts. Accordingly, Stargas expects to file an application to amend its delivery rate 
together with a refinancing application, to establish rates effective from June 1, 2019” 4  

11.2 Please explain how the accrued savings not passed onto the rate payers for this 17-month 
period of delayed application from June1, 2019 to October 31, 2020 has been accounted for in 
this application? 

Stargas Response: Stargas has and will continue to rigorously follow the dictates of the BCUC in respect 
to all of its operations – through the period in question, Stargas’ delivery rate was as authorized and 
charged ratepayers at $5.77 per gjgajoule.   

12.0 Topic: Approved 2017 Regulatory Account to Amend Rate Schedule and 
Accounting for Installation Costs 

Reference - (B-1) Pages 19 and 20 Order G-164-17 was delivered on November 9, 2017. 

12.1 Can Stargas explain why there were no installations listed for the calendar year 2018? 

Stargas Response: There were no capital expenditures in the fiscal year ended May 31, 2018; and while 
there were installations in that summer’s construction season, those chronicled in the fiscal year ended 
May 31, 2019. Stargas does not report calendar year information.  

12.2 Can Stargas explain why there are 2 installations that paid $5,767 and $850 directly to 

Stargas? 

Stargas Response: All costs incurred in installations are paid directly to Stargas and by Stargas to its 
contractor – Stargas has not been able to identify the dates and amounts referred to in 12.2 but 
confirms that all installation payments received in excess of the amounts within its tariff are remitted to 
its contractor.  

12.3 Can Stargas explain why the installation at 9935 Cathedral which cost $2150 did not have 

a surcharge like those in Question 12.2 

Stargas Response: The installation included a second meter indicating that there a suite serviced by 
same.  

12.4 Can Stargas provide the directions given in Order G-164-17 to limit the installation costs at 

$1,700? 

Stargas Response: Stargas acknowledges that the Order does not specify a limit on the amount to be 
added to rate base with each installation. However, Stargas refers the SSPOA to the Stargas tariff page 
27 wherein it specified Stargas’ standard fees for installations. Were Stargas to accept and capitalize 
costs over those provided in its tariff, costs otherwise claimed from the applicant would be absorbed in 
Stargas rate base and ultimately impact rates charged all its ratepayers.  Stargas obtains contractor 
quotes in respect of all installations and obtains applicant acceptance on any charges beyond tariff - 
$1,700 for single meter and $2,150 for two-meter installs. 

   
12.5 Pages 20 and 21 show a summary of installation costs of $32,315 in 2019 and $26, 400 in 
2020. Stargas estimates $22,000 in 2021. Can Stargas provide the total amount proposed to be 
amortized in this proceeding?  
 
 
 



10 | P a g e  

 

Stargas Response: Stargas, amortization in the test year, includes the 2019 and 2020 additions in its 
amortization calculation – each will be active through the test year. Amortization included in the test 
year ($32,315 + $26,400 = $58,715/40 = $1,468.   
 

13.0 Topic: Approved 2018 Regulatory Account to Cover Incident Shortfall 

13.1 Can Stargas explain why the ratepayer is expected to pay what the insurance company 
has deemed as deniable costs? 

Stargas Response: The determination of Fortis, in responding to the line break below the Stargas 
boundary, to shut off service within the Stargas service area based on exigent circumstance and made to 
protect the integrity of the distribution system servicing its ratepayers. That the insurance company was 
able to reach a settlement, initially with the contractor (Fortis) and thereafter from Stargas, resulting in 
a shortfall was a measured decision – should Stargas continue to invest further legal costs and 
management time to pursue the shortfall or was it in the ratepayers interest to settle. Stargas deemed it 
necessary to close the gate on legal costs and management time else, in the alternative would have 
incurred costs beyond those sacrificed as against the insurer.  

13.2 What oversight role of the costs incurred by Fortis Alternate Energy Services (FAES) did 
Stargas have? 

Stargas Response: Stargas relied, extensively on FAES and in that firm’s parent company legal 
department, and only when presented with the “best” we can do amount, did it take an active role. 

Reference: (B-1) Page 26 The referenced page states: Stargas, was by BCUC Order G-159-

18, allowed to establish a Regulatory Account to cover an Incident Shortfall and to accrue 

interest at its weighted average cost of capital on costs incurred; the Order deferred the review 

and approval of the costs incurred and the method of the recovery mechanism to a future  

Application. (emphasis added). 

The current application states “Stargas seeks recovery from Ratepayers of $16,687.30” 

The application associated with BCUC Order G-159-18 from August 6, 2018 stated 

“Stargas seeks approval to establish a 2018 Regulatory Account to Cover Incident 

Shortfall in the amount of $22,079 (consisting of direct costs of$14,922 and indirect 

costs estimated on May 23n1, 2018 to aggregate $7,157 - the latter amount to be 

adjusted to actual in setting the related rate-rider). Based on Stargas' current estimate of 

deliveries in its fiscal year ending May 31, 2019 of 46,647 gigajoules (that estimate to be 

reviewed in setting the determinative rate-rider), assuming recovery over thirty-six 

months would be 17.481 cents per gigajoule ( example B. l ). Stargas expects to record 

interest on the account at its weighted average cost of capital and to settle the account 

over approximately thirty-six months or until its balance zero”. 

(emphasis added) 

13.3 Please explain the reason for the Stargas lower claim $16,687.30 versus the $22,079 

sought in August 2019, noting that the only reduction shown, reducing M.A. Blumes time from 

$5,157 by $757 to $4,400? 
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Stargas Response: In citing direct costs of $14,922 Stargas had not then factored into what was then 
proposed by FAES as the settlement amount, that subsequently was reduced by $5,000 by Stargas when 
threatening to pursue further legal action for its own account.  

 

13.4 Does Stargas still expect to recover the rate rider over 36 months?  

Stargas Response: Stargas has proposed that the balance in existing Regulatory accounts be included in 
the purchaser’s rate base; if, however, they are not thus approved, Stargas assumes that FEI will seek 
approval to consolidate and create a single Regulatory account seeking recovery of the balances 
approved for Silver Star Resort ratepayers over a period to be determined. 

Reference - (B-1) Attachments Page 3 

13.5 Why was the Executive time spent by Stargas not included in the Fortis summary which we 

assume was presented to the insurer of Belcaen Consolidated Contracting? 

Stargas Response: Stargas provided verbal updates on time awarded the file and was not privy to the 
basis for its exclusion in Fortis collection activities.   

13.6 Given the nature of the costs incurred by Stargas for this incident, can Stargas confirm 

what analysis/industry benchmarking it has undertaken to confirm that the cost per customer 

relight of $253 is reasonable? This is based on the total cost of $74,477.84 divided amongst the 

294 customers. 

Stargas Response: Stargas has not sought to benchmark as reasonable the cost sought to be recovered 
from ratepayers but were it to do so, it would expect the numerator in the equation to be the expected 
amount to be recovered from ratepayers ($16,687) not the total cost before recoveries of $74,478. 

 
13.7 Did Stargas have a seat at the table in the discussions with the insurer, the referenced email 
from Mr. Doug Slater seems to indicate that Stargas was not party to the negotiations? 
  

Stargas Response: As noted. Stargas was updated through the process (albeit infrequently) but was to 
directly involve itself in the final determination. On reflection, the last $5,000 reduction, would have 
been made more difficult had Stargas been seen to be at the table through the negotiations.  
 
We have a ratepayer who was contacted via phone by Mr. Blumes well after the incident asking 
why they have not relit their appliances, when in fact FAES did relight it the day of the incident. 
Mr. Blumes based his assumption, asking why no gas usage had been recorded, to which the 
ratepayer informed him that there was no one in the suite hence no gas consumption. 
Attachment F2ii (PDF Page 48) of Exhibit (B1) indicates it was necessary to undertake a survey 
on the on/off status on September 1, 2017. Both actions indicate inadequate records kept by 
FAES and Stargas:  
 
13.8 What if any records were made by FAES and provided to Stargas on the shutdown / relight 
progress that was undertaken by Fortis? 

Stargas Response: Each of FAES and Stargas were dealing with a (hopefully) one in a business lifetime 
experience – with winter approaching it was a prudent and necessary exercise to have our meter reader, 
within his usual routine, take the additional step of ensuring that all inactive accounts be contacted. 
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Reference - (B-1) Page 27 paragraph (d.) FAES charges Stargas $71,893 per year (current 

test year) for technical services. The Stargas response to the BCUC question regarding the 

obligations of that contract, Stargas quotes: 

“The cost for the TES initial emergency response and ensuring site safety will be 

included in the Distribution O&M Charge.” 

Reference - (B-1) Attachment 8 (PDF Page 50) The incident report states: 

“refer also to 30933150 for receivable costs for work on Stargas system (restoration of 

their system, including regasification, shutdown and relite)” 

(emphasis added) 

13.9 Is the shutdown of the Silver Star distribution not considered a safety issue and covered by 

the standing O&M contract and yet these costs seem to be included in the claim? Can Stargas 

please confirm. 

Stargas Response: The contract provides that the “make safe” cost of any incident is, indeed, included in 
the monthly variable charge, while repairs are billed independently coupled to an incident report 
identifying the damager and providing details of the incident. Stargas can confirm that it not billed for 
“make safe” costs (the initial response to the site to eliminate further damage) that should not have 
been, pursuant to the contract, not have been charged to it.  

13.10 Can Stargas provide the amount that Fortis received from the insurer to fix the damaged 

line? 

Stargas Response: Stargas not privy to that information. 

Reference - (B-1) Page 29 and (B-2) Page 5 Stargas shows in its claim hours related to 

liaison with the SSPOA on Page 29 

“8-May-18 Letter to SSPOA outlining considerations re shortfall 2.5 

10-May-18 First draft of application on shortfall - SSPOA correspondence 2.5 

23-May-18 Redraft application anticipating negative SSPOA response 2.75 

24-May-18 Receipt of SSPOA response - initial draft of response 2.5” 

Stargas also states on page 5 of exhibit (B-2): 

“Stargas curtailed the majority of the executive time otherwise given to interface with the 

Resort community, marketing and like activities as it could no longer justify the 

investment when allowed management fees fully absorbed in maintaining its ongoing 

operations on an as required basis.” 

The allocated time for resort interfacing was approved at 16 hours per year per Order G-59-17. 
 

13.11 Please explain why the Stargas time approved for Interfacing with the resort can be 
dismissed and why the time associated with Stargas forwarding their claim at the expense of the 
ratepayer would not be considered as resort interfacing? 
 

Stargas response: Stargas had not in the conduct of its activities within the period of the incident up to 
its resolution curtailed resort interfacing so that Stargas has no response to the foregoing. Had the SSPOA 
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reached out, Stargas would certainly have provided ongoing updates on the incident – that Stargas did 
not reach out to the SSPOA something which it regrets. 
 

14.0 Topic: Approval Sought for Additional Regulatory Account to Recover 
Application Costs 

Reference - (B-1) Page 29 

14.1 Can Stargas confirm that they have reviewed application costs with the BCUC and that 
they are consistent with the benchmark established by other gas utilities of a similar size and 
complexity? 

Stargas Response: Stargas has not reviewed costs incurred/allowed in other gas utilities of a similar size 
and complexity. Stargas considered its current circumstances (contemplation of sale and continuity in 
the supply of technical and administrative services) as rendered any such comparison of little value.  

 

14.2. Reference - (B-1) Page 32 shows $6,876 as expenses against “Technical Services/ 
BCUC Staff updates” which has a last entry of August 11, 2019. 

Many of the entries on pages 30 and 31 (which total $25,841.03) seem to relate to negotiations 
and technical services for the period May through to September. The summary of the period 
September 9 through to September 22 totals $5,741.44 which appears to be the actual 
application costs. 

From the 2017 Order G-59-17: 

“the management effort for regulatory costs should be borne by ratepayers and accepts 
$13,853 as an appropriate figure for Stargas’ internal time for the preparation of this 
Application and participation in the proceeding.” 5

  

14.3 Can Stargas please explain how costs from 2017 ordered at $13,853 for what the panel 
described as “a more complex proceeding than might be expected” 6 can be justified at $38,458 
in 2020? 

Stargas Response: Stargas has carefully recorded the actual hours incurred and accepts that the 
Commission may, as did it in that earlier decision, reduce the amount incurred to a lesser amount 
recoverable from ratepayers.  

15.0 Topic: Approvals Sought for Additional Regulatory Accounts to Recover 
Interest Deficit. 

Reference - (B-1) Page 33 and 34 - Regulatory Account to Recover Interest Deficit for period 
June 1st, 2017 to October 31st, 2020. 

15.1 The narrative is particularly difficult to follow, but can Stargas explain why the establishment 
of this Regulatory Account would not be tantamount to retrospective rate making? 

Stargas Response: Stargas accepts that its seeking to recover interest costs incurred in funding costs 
incurred in its regulatory environment is, in fact, seeking reconsideration of what it then decried as 
flawed – the Commission, at that time, stated that the interest costs that they had approved (as a 
component of returns calculated on a conventional rate methodology) was not materially varied from 
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that Stargas had claimed. As noted, that assertion flawed in that interest on the utility’s operating loan 
had been, prior to Order G-59-17, included in its revenue requirement but it denied within that Order.  

 
15.2 Can Stargas explain how they reached the following conclusion - “Stargas noted that the 
comparison is flawed” what was flawed and why? 
 
Stargas Response: As noted in Stargas response to 15.1, the comparison between the allowed revenue 
requirement and that sought excluded interest on short-term borrowings that had been reviewed and 
approved in earlier decisions. Stargas, through its history to the determination in BCUC Order G-59-17 
had had its unique beginnings (it’s investors accepting that bringing less expensive natural gas to the 
Resort would and did require patient capital investment) warranted specialized treatment. While Stargas 
recognized adoption of a conventional rate setting model appropriate, it disappointed that transitional 
provisions were not provided so that interest costs readily identified as related to funding Stargas’ 
operations at the Resort (the corporations sole function) exceeded those allowed as recoverable from 
ratepayers (the $18,005 as detailed in the Application).      

15.3 With regard to the interest costs for May 31, 2017 fiscal year, the shortfall mentioned is 
$5,779 while the deficit in the following table on page 34 shows $3,736. The difference is $2,043 
or the interest on regulatory/excluded/ratepayer late adjustments. Can Stargas explain how this 
number is recorded in its application? 

Stargas Response: The $2,043 is, as noted within the table on page 34 comprised of interest receipts 
generated on late payments on account of $1,742 and the elimination of interest incurred on costs not 
accepted within the regulatory framework of $301. 

15.4 Can Stargas explain what is included in their “excluded costs” line in the same table on 

Page 34? 

Stargas Response: Stargas single function was and remains delivery of natural gas to Silver Star. In its 
operations prior to the determinations in 59-17, the utility incurred costs that were denied by the 
Commission. As the costs denied embedded in the reported deficit, reported interest costs included 
amounts related to funding amounts denied; accordingly, to report fairly, interest costs incurred in 
funding only those costs (whether capital or expense) approved within the regulatory model, included in 
the determination of the interest deficit claimed.  

Reference (B-1) Note1 on page 34 states: ”Operating interest provided by Stargas’ lender to a 

ceiling of $150,000 at its prime rate plus 1/4% and, as less expensive than shareholder 

advances (bank rate plus 1%), are utilized to the extent possible” 

The Balance Sheet for the test year on page 39 shows the operating line at no less than 

$138,721 with 10 months at levels greater than$148,000. 

15.5 The application states that shareholder loans are used to bridge the utility’s highly 

seasonal cash flows. From the information provided, shareholder loans are the most expensive 

mode of borrowing and the bank operating line would usually be considered the more 

appropriate way to fund sessional swings. This could indicate that Stargas is undercapitalized to 

support its business, has Stargas considered the need for a further capital injection to reduce 

reliance on shareholder loans? 

Stargas Response: CMI provides the second tranche of funding at 1% over the rate charged by its lender; 
as noted elsewhere, that premium reviewed and vetted in the prior Application. Stargas suggests that 
while it would welcome a capital injection in place of shareholder loans, doing so, would move it further 
away from the debt/equity relationship approved within G-59-17 (57.5% debt and 42.5% equity). 
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Stargas, were it to continue in independent operation, would seek to replace shareholder debt with 
bank borrowings (rendered unavailable, as a consequence of the protracted negotiations on sale) and 
to, thereby, reduce ongoing interest costs. 

15.6 The application refers to “bank plus” and “prime plus”, both base rates are likely to be 

different. Can Stargas confirm what the actual interest rates are as depicted in the last table of 

page 17 of their application. 

Stargas Response: Correct 

15.7 Can Stargas provide a term sheet for the shareholder loan? 

Stargas Response: Stargas provided details of its shareholder loan in its supplement filing required by 
the Commission in BCUC Order G-272-20. 

16.0 Topic: Approvals Sought for Additional Regulatory Accounts to recover 
Undistributed Returns on Equity. 

Reference - (B-1) Page 35 - Regulatory Account to recover, by inclusion in the utility’s revenue 
requirement, allowed but undistributed returns on Equity in the period from June 1, 2017 to 
October 31st, 2020 

16.1 Can Stargas explain how this request is different from that denied by the BCUC in G-59-17 

and why it should not be viewed as retrospective rate making? 

Stargas Response: Stargas cites as analogous to the determination in G-157-12, that allowed returns on 
equity within the period from June 1, 2017 to October 31st, 2020 could only have been made, if CMI 
were to, pay the income tax on those, and immediately increase its loans to the utility in an amount 
equal to the dividend paid. $20,306 was approved as the utility’s allowed return on equity; if the SSPOA 
opts to further review the background provided in the current Application, it will recognize that 
distributions foregone 2002-2006 were, as described above, a result of retrospective rate making.   

17.0 Topic: Sale of Stargas 

Reference - (B-1) Page1 Stargas informed the SSPOA in July 2019 that delays in the expected 
Delivery Rate Review was granted so Stargas could replace the longstanding contract with 
Fortis Alternate Energy Services. The introduction states 

“but in contemplation of its sale of regulatory assets and operations requested and 
received Commission approval on three occasions to extend its filing date to, ultimately, 
September 30th, 2020” 

(emphasis added) 

Reference - (B-1) Page30 Stargas also states: 

“Note also, that CMI Holdings (1998) Inc. (Stargas’ parent corporation) has absorbed all 
of the time related to Stargas’ preparation of materials relevant to its contemplated sale 
of its regulatory assets and operations, time awarded to the negotiation and 
documentation of that transaction so that the utility’s management costs are solely those 
related to its ongoing operations under its current ownership.” 
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17.1 Can Stargas confirm that the delays were due to negotiations for a new Operations and 
Maintenance Contractor or as stated, for purposes of a sale of the assets? 

Stargas Response: Stargas as is usual in these circumstances, was required to withhold disclosures on 
the prospect of sale, while its seeking to extend or replace supply of technical services on the public 
record.  

17.2 What does Stargas assess the impact to be on the Delivery Rate established by this 
proceeding if the assets are sold? 

Stargas Response: Stargas anticipates that these details will be provided in a forthcoming joint 
application wherein the parties seek approval by the Commission of the sale by Stargas and the 
purchase (and accounting for) by FEI. Based upon Stargas’ proposed rates, and those applicable under 
Fortis Rates 1, 2, & 3 the following table indicative of comparative costs: 

  Stargas FEI   

 Average  Annual  Annual    

  
Usage 
(gj's) Cost Cost Reduction Savings 

Residential - cost 73 $1,028.06  $769.68  25.1% $258.38  

Small Commercial - cost 300 $3,794.90  $2,585.08  31.9% $1,209.82  

Large Commercial - cost 2100 $25,664.33  $16,135.85  37.1% $9,528.48  

18.0 Topic: Summary Table Requests 

Reference - (B-2) Page 6 The BCUC requested Stargas provide a “draft order” with Stargas 
responding: 

“6. Draft Order: Stargas seeks Commission staff assistance in the development of a 
“draft order” as unfamiliar with what is called for under this caption?” 

The SSPOA received a request from Stargas on October 28th
  

“The Commission has provided the attached notices (now covering both that for the 

commodity and delivery) and has asked Stargas to do all possible to ensure its notices 

receive the widest possible distribution amongst ratepayers. If and to the extent practical 

might I ask that you forward the attached to all possible recipients – Stargas will be 

emailing copies to those ratepayers where we’ve those available; however, we do not 

have email addresses for all of our customers. 

Regards,  

Moe” 

The SSPOA requested a summary of the requests by Stargas via email on the same day in 
order that the SSPOA notice could properly express the application’s consequences to the 
membership: 

“Moe  

Don’t you think you should include your new rate requests in your notice? 

I am also trying to digest your rate rider requests, (my first read). Maybe you can provide 

me the elevator speech version (or summary table showing total amount of each rate 
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rider and amount per GJ) to save me time and avoid any misinterpretation of your 

requests 

Regards  

Mike” 

The SSPOA emailed the notice as shown in Appendix A to 426 recipients on the evening 

of November 2, prepared without the requested summary information. 

18.1 Is the request from the Commission to provide a “draft order” reflective of the same issue 
as the request by the SSPOA for a summary table of the rate riders, can Stargas please provide 
a clear and concise version of the Stargas rate demands.? 

Stargas Response: Stargas supplied the draft order after obtaining instruction from Commission staff. 

18.2 Will Stargas be providing a “draft order”? 

Stargas Response: As above 

18.3 How many customer emails does Stargas have on file? 

Stargas Response: While Stargas has, within notices to our ratepayers, sought to obtain emails for all 
our customers, we remain without emails for an estimated 20 of our ratepayers (current ratepayer 
count – 364).  

18.4 How many customers receive their monthly invoices by mail?  

Stargas Response: Stargas emailed 271 October 2020 invoices to its customers; were it to continue in 
independent operation would expect to distribute all invoices by email. 

18.5 Does Stargas mail the invoices or is that part of the Fortis contract? 

Stargas Response: Fortis mails the invoices at their cost. 

18.6 Can Stargas provide an explanation why there was not a notice received with the last 
Stargas invoice regarding the BCUC proceedings? 

Stargas Response: Each of the invoices included a note identifying current proceedings before the 
Commission. 

19.0 Topic: Gas Volume Increases 

Reference - (B-2) Page 4 In the explanation of Variances provided to the BCUC Stargas 
explained the difference from the projected gas Volumes for the test year 2017 and the actual 
volume: 

“The requested/approved revenue requirement contemplated delivery of 41,093.6 gj’s; 
the Resort having experienced an unusually cold winter, consumed 47,163.7 gj’s when 
in the year previous deliveries were 39,738.6 gj’s” 

19.1 Can Stargas please confirm the 47,163.7 GJ Volume was for the calendar year 2017? 
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The present application that Stargas has before the BCUC regarding Commodity Rates shows 
the following in the table Appendix C-17 in Exhibit B-1-1-1 

Stargas response: We can confirm that the volume in the fiscal (not calendar) year was as 
indicated. 
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The submission (B-1) for the Delivery Rate that Stargas Files for G-59-17, has a table titled the 
“Forecast - Test Year Ending May 31, 2017” 8 which showed gas volumes for the period June 
to the end of October for the test year as: 

  June July August September October 

Gigajoules delivered 1,500.0 1,348.7 1,047.7 1,484.5 2,232.7 

Total 7,461.7 GJ projected for the test year June to October of 2017 

It would appear as the Stargas revenues over the test year estimate would be: 

Fiscal 2018 45,415.7 – 41,093.6 = 4,322.1 x $5.77 = $24,938.52 

Fiscal 2019 45,847.4 – 41,093.6 = 4,753.8 x $5.77 = $27,429.43 

Fiscal 2020 47,826.3 – 41,093.6 = 6,732.7 x $5.77 = $38,847.68 
 

5 months ending October 31, 2020 9,050.5 - 7,461.7 = 1,588.8 x $5.77 = $9,167.38  

$100,383 
19.2 Please confirm that the revenues that exceeded the 2017 test year’s volume estimate, 
totaling $100,383 are as shown? 
 

Stargas response: The arithmetic is correct; the basis for its presentation confusing. If merit exists in 

measuring the impact of mother nature on delivery volumes, the above determination should reflect its 

consequential impact on the variable charge. Over the period, volumes reported, beyond those estimated 

in G-59-17. 17,397.4 at $1.49 = $25,922.    




