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STARGAS NATURAL GAS PURCHASE PLAN AND TO VARY 
COMMODITY RATE                             EXHIBIT A-10 

Mr. M.A. (Moe) Blumes  
President 
Stargas Utilities Ltd. 
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Kelowna, BC  V1W 5L2 
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Re: Stargas Utilities Ltd. – Natural Gas Purchase Plan and Updated Application to Vary Commodity Rate – 

Project No. 1599142 – Information Request No. 2 
 
Dear Mr. Blumes: 
 
Further to the above-noted matter, enclosed please find British Columbia Utilities Commission (BCUC) 
Information Request No. 2. As neither FortisBC Energy Inc. (FEI) nor Stargas Utilities Ltd. (Stargas) have filed an 
application to the BCUC with respect to the potential acquisition of Stargas’ regulatory assets by FEI, and the 
outcome of any future applications is unknown at this time, we ask that Stargas respond to the attached 
information requests based on the continuance of Stargas’ independent operation. 
 
In accordance with the regulatory timetable, please file your responses no later than Tuesday, February 9, 2021. 
 
Sincerely, 

  
 Original signed by: 
  
Marija Tresoglavic 
Acting Commission Secretary 
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Stargas Utilities Ltd. 
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A. CUSTOMER BILL IMPACTS 

 Reference: CUSTOMER BILL IMPACTS 
Exhibit B-6, British Columbia Utilities Commission (BCUC) Information Request (IR) 1.1 
Magnitude of customer bill impacts 

In response to BCUC IR 1.1, Stargas Utilities Ltd. (Stargas) stated that, considering Stargas’ 
proposed $3.08 increase to the commodity rate only, residential and commercial customers 
would experience the following annual bill increases: 

Residential customers – annual average consumption 73 gj’s [gigajoule or GJ] – their 
commodity cost at $7.06, $515; the increase would add $225. 

Small commercial customers – annual average consumption 300 gj’s – their commodity 
cost at $7.06, $2,118; the increase would add $924 

Large commercial customers – annual average consumption 2,100 gj’s – their 
commodity cost at $7.06, $14,826; the increase would add $6,480 

Stargas further stated that the percentage increase in each of these categories is 77 percent. 
 

7.1 Assuming no other rate changes aside from Stargas’ proposed commodity rate change, please 
provide the percent increase to the annual bill of Stargas’ (i) residential customers, (ii) small 
commercial customers; and (iii) large commercial customers that would result from an increase 
of $225, $924, and $6,480, respectively. Please include any supporting calculations. 
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 Reference: CUSTOMER BILL IMPACTS 
Exhibit B-6, BCUC IR 2.2 to 2.5; 
Potential Rate Change Limiting Mechanisms 

In response to BCUC IR 2.2, Stargas indicated that a commodity rate of $6.53 would be required 
to recover the forecast deficit in the Gas Cost Variance Account (GCVA) as of October 31, 2020 
and to recover Stargas’ estimated costs for the two year period of November 1, 2020 to October 
31, 2022. 

In response to BCUC IR 2.3, Stargas stated “…as Stargas recommends an alternative approach, 
suggested as necessary to avoid rate shock and to mitigate Pandemic impacts on Stargas 
ratepayers, it submits that either a one or two-year recovery of the October 31, 2020 GCVA 
deficit moot.”[Emphasis added] 

In response to BCUC IR 2.4, Stargas stated: 

Stargas, if continuing in independent operations (it anticipates that the consequential benefits 
to ratepayers in the sale provides a substantial likelihood of its completing) would, if the 
alternate mechanism proposed is not accepted by the Commission would then review the 
impact of a two-year versus single year recovery. 

 
8.1 Please provide a detailed explanation of Stargas’ recommended “alternative approach.” 

8.1.1 Please provide a comparison of the bill impacts to each customer group that would 
result from recovering the GCVA deficit accrued since November 1, 2020 under: (i) 
Stargas’ proposed alternative approach; (ii) a single month recovery period; and (iii) a 
12-month recovery period. 

8.2 Please explain in what ways Stargas’ “alternative approach” differs from setting commodity 
rates for Stargas based on recovery of the GCVA deficit and Stargas’ estimated gas costs for (i) a 
one-year period from November 1, 2020 to October 31, 2021; or (ii) a two-year period of 
November 1, 2020 to October 31, 2022. 

8.3 Please discuss the pros and cons of setting commodity rates for Stargas based on recovery of 
the GCVA deficit as of October 31, 2020 and forecast gas costs for the two-year period of 
November 1, 2020 to October 31, 2022. 

8.3.1 Please explain whether, in Stargas’ view, a one-year approach or a two-year approach to 
setting Stargas’ commodity rate is preferable. 

8.3.2 Please discuss whether Stargas would support setting commodity rates based on 
recovery of the GCVA deficit as of October 31, 2020 and forecast gas costs for the 
two-year period of November 1, 2020 to October 31, 2022. 

8.4 Please provide a comparison of the bill impacts Stargas’ customers would experience if Stargas’ 
commodity rate was set based on the following: 

• Stargas’ proposed “alternative approach”; 

• recovery of the GCVA deficit as of October 31, 2020 and Stargas’ estimated gas 
costs for the one-year period of November 1, 2020 to October 31, 2021; and 

• recovery of the GCVA deficit as of October 31, 2020 and Stargas’ estimated gas 
costs for the two-year period of November 1, 2020 to October 31, 2022. 

8.4.1 Please explain why Stargas considers its proposed “alternative approach” to be 
preferable to setting commodity rates solely based on a one-year or two-year period of 
forecast commodity costs and recovery of the GCVA balance. 
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BCUC IR 2.5 reads: 

Please provide calculations of the maximum commodity rate which would limit the total bill 
increase to the average residential Stargas customer to: (i) 10 percent; (ii) the maximum 
increase that Stargas customers could bear, from Stargas’ response to information request (IR) 
1.2; and (iii) the level of increase that would result in rate shock, from Stargas’ response to IR 
1.2.1 (if different than a 10 percent total bill increase). 

In response to BCUC IR 2.5, Stargas stated: “Stargas acknowledges that, if addressed within the 
realm of a subsequent commodity rate application, that the guidance provided requires 
consideration. If the sale completes, Stargas will not have had to focus on this issue.” 

8.5 Please provide calculations of the maximum commodity rate which would limit the total bill 
increase to Stargas’ average residential customer to: (i) 10 percent; and (ii) the level of increase 
that Stargas considers would result in “rate shock” (if different than a 10 percent total bill 
increase). 

8.5.1 Please discuss the pros and cons of limiting Stargas’ commodity rate increase to each of 
the values discussed in response to IR 2.3 with respect to limiting the total bill increase 
to (i) 10 percent, and (ii) the level of increase that Stargas considers would result in “rate 
shock”. 

8.6 Please identify which of the rate increase limits discussed in response to IR 8.5 Stargas considers 
most appropriate to mitigate rate impacts and the potential for rate shock. 

8.6.1 Please explain whether Stargas would support such a limit to the commodity rate 
increase at this time. 

8.6.1.1 If not, please explain why not. 

 Reference: CUSTOMER BILL IMPACTS 
Exhibit B-6, BCUC IR 4.5–4.6.1; BCUC Letter L-15-16,1 p.2 
Commodity Rate Change Cap 

In response to BCUC IRs 4.5 to 4.6.1, Stargas indicated that application of a rate change cap of 
$1.00 per GJ without conditions or restrictions would be in the interest of Stargas’ ratepayers 
and would be suitable for adoption were Stargas to continue independent operation. 

9.1 Please confirm, or explain otherwise, whether Stargas is proposing to implement a $1.00 per GJ 
commodity rate change cap at this time. 

9.1.1 If confirmed, please provide any necessary updates to Stargas’ application. 

9.1.2 If not confirmed, please explain when Stargas would recommend the proposed $1.00 
per GJ commodity rate change cap be implemented and why such a cap is suitable for 
application in the future but not today. 

9.2 Please explain Stargas’ reason(s) for setting the proposed rate change cap at a value of 
$1.00 per GJ and why this level is suitable for adoption by Stargas. Please provide any 
supporting calculations in your response. 

9.2.1 Please discuss any alternative rate change cap values Stargas considered and why the 
$1.00 per GJ level for the cap was preferable. 

9.2.2 If no alternatives were considered, please provide an analysis of reasonable alternative 

 
1 FortisBC Energy Inc. 2015 Price Risk Management Application, Letter L-15-16, 
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/145199/index.do?q=l-15-16 
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values to the $1.00 per GJ commodity rate change cap proposed. 

 
BCUC Letter L-15-16, dated June 17, 2016, on page 2 stated: 

The Commission approves FEI’s proposal to implement a commodity rate change cap of 
+/- $1.00 as an enhancement to the Commission’s Guidelines with the following two 
provisions that will apply with respect to the FEI CCRA [commodity cost reconciliation 
account] rate and the CCRA deferral account:  

• The $1.00/GJ cap is restricted for use in two consecutive quarterly review periods where 
the rate change has been in the same direction. The cap cannot be applied for the third 
quarter once it has been applied for the preceding two quarters.  

• A requirement for use of the $1.00/GJ cap is that the CCRA deferral account does not 
exceed the plus or minus maximum of $60 million after tax. 
 

9.3 Please confirm, or explain otherwise, that Stargas proposes to review commodity rates on a 
quarterly basis should the proposed $1.00 per GJ commodity rate change cap be implemented. 

9.3.1 If confirmed, please discuss whether Stargas would file quarterly gas cost reports with 
the BCUC regardless if a rate change is or is not triggered. Explain why or why not. 

9.3.2 If not confirmed, please explain on what frequency Stargas proposes to i) review 
commodity rates; and ii) provide gas cost reporting to the BCUC. 

9.4 Please confirm, or explain otherwise, that the “conditions or restrictions” Stargas refers to in its 
response to BCUC IR 4.6.1 are the provisions that apply to FEI’s CCRA rate and CCRA deferral 
account, namely: (i) the $1.00/GJ cap is restricted for use in two consecutive quarterly review 
periods where the rate change has been in the same direction. The cap cannot be applied for 
the third quarter once it has been applied for the preceding two quarters; and (ii) a requirement 
for use of the $1.00/GJ cap is that the CCRA deferral account does not exceed the plus or minus 
maximum of $60 million after tax. 

9.5 Please explain why Stargas recommends against imposing any conditions or restrictions on the 
proposed $1.00 per GJ commodity rate change cap. 

9.5.1 Please discuss the pros and cons of including a limit on the number of consecutive 
changes to the commodity rate in the same direction where the rate change cap could 
be implemented. 

9.5.2 Please discuss the pros and cons of including a requirement that the GCVA balance be 
within a certain range in order for the rate change cap to be implemented. 

9.6 Please confirm, or otherwise explain, if Stargas would support the implementation of the $1.00 
per GJ commodity rate change cap should the BCUC determine that its use should be restricted 
to two consecutive quarterly review periods of commodity rate change in the same direction. 

9.7 Please confirm, or otherwise explain, if Stargas would support the implementation of the $1.00 
per GJ commodity rate change cap should the BCUC not approve Stargas’s proposed commodity 
rate change trigger ratio. 

9.8 Based on Stargas’s forecast commodity costs, please explain how Stargas forecasts its 
commodity rate and GCVA balance to change over the next 12 months should the proposed 
$1.00 per GJ commodity rate change cap be implemented with no restrictions as proposed by 
Stargas. 

9.8.1 Please provide the same forecasts should the $1.00 per GJ commodity rate change cap 
be implemented on a quarterly basis, with its use restricted to two consecutive 
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quarterly periods of commodity rate change in the same direction.  

 Reference: CUSTOMER BILL IMPACTS 
Exhibit B-6, BCUC IR 2.5.1, 2.5.2; BCUC Letter L-40-11,2 p. 2 
Commodity Rate Change Trigger Ratio 

In response to BCUC IR 2.5.1, Stargas stated:  

Were Stargas to continue in independent operation, it would seek Commission approval 
to adopt a trigger amount of a $1.00 increase/or decrease in its projected commodity 
rate and, in addition to an annual report/adjustment in commodity rates would file an 
additional application were triggered to do so. 

10.1 Please discuss the implications on GCVA balances of establishing a commodity rate application 
filing trigger of a $1.00 per GJ increase/or decrease in tandem with a commodity rate change 
cap of $1.00 per GJ. 

In response to BCUC IR 2.5.2, Stargas stated: 

Stargas recognizes that value of a trigger as adding further security to its maintaining a 
relatively neutral GCVA balance; there is an incremental cost in management in 
additional filings so that it submits, that were it to continue in independent operation, 
that a $1.00 trigger would meet these competing objectives. 

10.2 Please identify what amount of Stargas’ GCVA balance has accrued since November 1, 2019, 
when Stargas’ last commodity rate application would have been effective had the BCUC not 
granted extensions to filing the deadline set by BCUC Order G-196-18. 

10.3 If Stargas had filed commodity rate applications on an annual basis since its last rate application, 
please explain whether the GCVA balances which would have accrued would have significant 
negative impacts to Stargas or its customers. 

10.3.1 Please discuss how any negative impacts identified compare to the anticipated costs to 
Stargas and its ratepayers for quarterly commodity price forecast reviews and 
associated regulatory filings.  

The BCUC Gas Cost Reconciliation Account Guidelines are provided by BCUC Letters L-5-01 dated 
February 5, 2001 and L-40-11 dated May 19, 2011. Page 2 of Letter L-40-11 states: 

The CCRA (Commodity Cost Reconciliation Account) rate change trigger mechanism will 
be the ± 5 percent trigger ratio plus a minimum rate change threshold of ± $0.50/GJ. 
The addition of a second parameter of a minimum $/GJ rate change threshold value will 
have the effect of keeping the deadband from becoming too narrow during periods 
when the price of natural gas remains low, thereby providing slightly more stability to 
the existing mechanism during low price environments for natural gas. This provides a 
balance of maintaining manageable deferral balances, providing appropriate price 
signals to customers, and avoidance of minor CCRA rate changes in low price 
environments. 

10.4 Please explain why Stargas believes that its proposed $1.00 per GJ rate change trigger ratio is 
more appropriate for Stargas than the rate change trigger ratio as set out in the guidelines. 

10.5 Please discuss whether Stargas would support the application of the rate change trigger ratio set 

 
2 FortisBC Energy Inc. Report on Gas Cost Deferral Accounts and Rate Setting Mechanisms, L-40-11, 
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/118149/index.do?q=l-40-11 
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out in Letter L-40-11 to Stargas commodity rates, should the BCUC determine that the trigger 
ratio set out in the guidelines is a more appropriate trigger ratio than that proposed by Stargas. 

 Reference: CUSTOMER BILL IMPACTS 
Exhibit B-7, Silver Star Property Owners Association (SSPOA) IR 4.1; Exhibit B-2, p.2 
Recovery of Interest on GCRA Balances 

In response to SSPOA IR 4.1 regarding the GCVA, Stargas stated, “There is no interest included within 
this account; none charged when there an under recovered balance, nor credited when there an over 
recovery in the balance.” 
 
11.1 Please explain what interest rate Stargas is permitted by the BCUC to recover from its 

ratepayers on any GCVA balance. 

11.2 Please explain why Stargas has not attempted to recover its interest on GCVA balances, or 
explain any previous attempts to do so. 

11.3 Please confirm, or explain otherwise, that Stargas does not propose to include any interest in its 
GCVA account on a forward basis. 

On page 2 of Exhibit B-2, Stargas states: 

Stargas is concerned that in the current pandemic environment, that the quantum of 
the amount to be “extra” billed will be a hardship to both residential and commercial 
ratepayers. Should the net amount to be recovered exceed $30,000, ($54,336 in the 
following example) Stargas suggests that the amount be captured in a Regulatory 
Account and recovered over 36 months with interest at the utility’s weighted average 
cost of debt (WACD). 

11.4 Please explain why Stargas proposes to recover interest at its WACD for the “extra” amount 
accrued in its GCVA since the adoption of interim rates but does not recover interest on its 
GCVA balance. 

11.5 Should the BCUC deny Stargas’s request to establish a regulatory account to capture the “extra” 
amount accrued in its GCVA since the adoption of interim rates, please explain how any interest 
accrued on this amount would be recovered by Stargas. 

 
B. NATURAL GAS PURCHASE PLAN 

 Reference:  RULES FOR NATURAL GAS ENERGY SUPPLY CONTRACTS 
BCUC Order G-130-06,3 Appendix A, p. 3; Exhibit B-6, BCUC IR 5.2–5.2.1, 5.4–5.4.2 
Natural Gas Purchase Plan 

Section 14 of the BCUC Rules for Natural Gas Energy Supply Contracts states: 

14.0 Public utilities must submit and obtain Commission acceptance of annual gas 
contracting plans prior to entering significant gas supply arrangements for each gas 
contract year. An annual gas contracting plan shall be consistent with the Resource Plan 
that the utility has filed under Section 45(6.1), shall set out a gas supply portfolio that 
will reliably meet customer needs at reasonable cost, and shall provide for: 

14.1 sufficient supply to meet the utility’s total firm requirements at the level of 

 
3 Rules for Natural Gas Energy Supply Contracts, G-130-06, 
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/116159/index.do?q=g-130-06 
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the current year, and a mix of one year and longer term contracts that is 
appropriate for the security needs of its customers, considering current market 
conditions;  

14.2 diversity of supply, including where possible a range of suppliers positioned 
behind alternative processing facilities, or backstopping arrangements; and  

14.3 diversity of pricing arrangements and other price risk management 
measures. 

In response to BCUC IR 5.2 to 5.2.1, Stargas stated: 

Stargas, as a small utility must weigh administrative costs against multiple sources of 
supply and varied contract terms so that while actively maintaining its view of the 
market, and holding within its strategies, locking in winter commodity purchases, it 
currently has not entered any forward contracts. 

In response to BCUC IR 5.4 to 5.4.2, Stargas stated:  

It apparent that in posing “diversity” as a strategy to be incorporated in Stargas’ Natural 
Gas Purchase Plan, that to do so, would inevitably result in administrative costs 
absorbing, if not resulting in an increase in costs in achieving that diversity. 

12.1 Please discuss how the contracting strategy proposed by Stargas in its Natural Gas Purchase Plan 
provides Stargas with i) diversity of supply, and ii) diversity of pricing arrangements or other 
price risk management measures, should Stargas have any issues obtaining its total delivery 
volume from its preferred supplier or identify that more cost-effective supply options exist. 
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