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I. BACKGROUND 

Inland Natural Gas Co. , icant 11
) is the second 

natural gas distribution utili in British mbia. The co pn 

business is the distribution of gas to over I 00,000 custo ers in 

54 communities in British umbia. area extends from the 

iver area in the through the and rea ions to the West 

Wholly-owned subsidiaries of Inland include lumbia Natural Gas Limi 

Gas iss ion Ltd., River 

mission Inland ment Inland & Oil 

and Inland Natural Ltd. 

had owned directly 67 .I% of the shares of Trans Mountain Line 

20 of its 

to ments of 

n to 47.1 %. Its indirect re ains at 67.1 

the date of the after the issuance of additional 

owned 45.5 of vot ly, in 

1987 ountain sold 1.2 m iII ion co on shares of 

its in to 36 

The corporate structLire of the group of co t 4, Tab 17) is 

as A in this illustrates 

retums and other utility data for the 1981 - 1987. 

Inland last before the Com mission for general rate relief in October 

984 with a issued 1985. For year I relief was 

a deferred income adiustment see page 22), 

remains ect to Com iss ion determination in this 



II THE APPLICATION 

to ions and I 06 of the Utilities m mission Inland 

applied May 30, 1986 for interim and permanent rate relief to be effective 

I, 1986. Based on a 1987 icant reauested an 

across the board increase of 2.32 , or $3,998,000 over exist to 

a 15 return on common (12.77 return on rate The 

rate of return on co mon 

II, 198 

G-3 dated 

was 15.75 , 

the 

Decision 

mission 

requested interim 

be confirmed. 

to the rates not 

31, 1986, set down 

Application for ic hearing to commence in K mber 22, 1986. 

matters arose fil of ion on 

Com mission heard testimonv at 

I. Inland ied for and the Com ission ::.nnrm 

common shares of Inland for $11 million 

I 9, 1986). The structure of 

the issue of one million 

dated 

was directed to be 

to review at ic hearing. The structure of Inland 

discussed in ion I of this 

2. Inland also applied for Com mission approval to vary Order No. G-63-85 

in 

approxim 

full in 

the Com ission had earlier to defer 

$1 million revenue from fiscal 985 to be a ortized in 

1986. icant reauested the a ortization to be 

varied and soread over two year·s, 1986 and 1987. Order 

dated 25, I the m mission 

ect to review in the ic This atter is 

rlrlrocc::an in ion VI this Decision. 



4. 

letter dated 27, 1986 t I echanical 

of ion to 

ing to m of natural gas 

at ion contended that would use 

m status to unfair com ition with contractors and 

to and install gas eauioment. This atter· 

addressed in ion IV of this Decision. 

On the basis of its 

Inland was a 

and 

ificate of 

No. and 5 

ic Convenience and Necessity 

to natural gas service to the Vii of Chase and the 

areas of Blind 

Inland was directed to file 

lit 
served. 

letter dated May 8, 1986 the 

ficant cost overruns on the 

atter is addressed in ion IV 

and Sorrento. For each 

with a final 

customers 

on not ice that 

reviewed. This 

\llr!e>norc. for Applicant was Mr. R K and 

Executive r. C.l. Ieven, 

Adm Mr. R II 

_ Vice 

Vice Marketina and Utility P 

Mr. W • Manery, Manager of 

Manager, Affairs and Dr. R. 

, Finance and 

Mr. Randall, 

anager of 

Services; and Mr. J.O. 

Financial Consultant. 

were made 

Products Ltd., 

Mr. R.B. Wallace for British lumbia Forest 

& Company, Oil Limi 

Pulp & Limi & imi 

Timber Limi Counci I of Forest 

Mr. K • Gustafson for mers r. R.J. 

e, Harry and s. Vance m ion of 



i-Poverty of 

Organi and the Counci I of Senior 

and Mr. R. Milner for British Columbia 

0 

M 

ion 

Mr. D.K. Clark for Czar Resources Ms. S.L. or for Westcoast 

Transmission Company Limited (I'Westcoast 11
); Mr. V.J. for 

Mechanical Association of and Mr. B. McClure for Janistar 

Finishing and Heating 

In addition, Mr. V.J. Traynor, Mr. D.B. Harvey and r. H.R. 

the interest of the mechanical contractors, to testimony 

merchandising activities. Dr. W .R. Waters also as 

witness on behalf the forest industrial intervenors with reaar·d to the 

appropriate structure and rate of retum on common ty of 



5 

Ill INTRODUCTION 

The three ember Co mission mm for this was 

co of Mrs. • as Panel Chairman, J.D.V. Newlands and N. 

Martin. Mrs. Taylor was forced to withdraw from for 

reasons on the third of hearing. Mr. Newlands. Chairman 

of the Commission, took over as Panel Cha an for the balance of the 

hearing. 

Mr. K and Chief Executive Officer of Inland stated that 

significant decreases in volumes of gas magnified an increase in 

t11e cost of service were the orinc reasons sought a rate increase. 

His evidence was that cost increases were to increases in 

effort to retain existing premiums, the need for market 

sales, inflat additions to rate and the or•OD<)Se~d ion of more 

in the utility capital structure t 2, Tab I, p. 3). 

Mr. C.B. Johnson, Counsel for the icant, in an argument 

addressed the pri nc issues of the which included the tal 

structure, the ate co business risks of rate of 

retun1 on equity, sales volumes, the strike ustment provision, sales of gas to 

bia, revenue on account of heat content gas 

supply nominations, 

interest account, i 

base items, and the marketing 

and m programs. 

Mr. R Wal Counsel for some 

ent as follows: 

and maintenance expenses, the deferred 

talization of rate 

ment inc natural gas for vehicles 

rial customers summarized his 

11 than any of us ant icipa and in 
my ore co ex and more difficult. In m 
subm the issues before you are fa rlv limited when 
you take them down to their basic core. 



The simply put are the follow is Inland 
permitted to continue to increase its ions 
at rates well in excess of inflation most other 
sectors of the economy have learned to apply cost 
restraint? 

is Inland ng to be permitted not only to continue to 
invest in plant which does not recover its as is the case in ts 
mains extension progra , and is it to be permitted to expand 
into new and equally unlucrative areas 
natural gas for vehicles at the expense of the 

is Inland ng to be permitted a return on equity well in 
excess of that awarded any board in the last year and. more 
i ly, is Inland ng to be allowed to earn a return on 
U1at is not presented in structure? 

In my submission these ions are si e ions, but will 
re tough answers and a t deal of serious thought and 

consideration before they are resolved. Inland has indicated that 
it is only 2.3% on current ra a statistic 

on its face is true, but a statistic does not tell the whole 
any means. 

show a uch more co 
and I believe disturbing situation. A comparison of your 
1985 decision and the current application shows that in the test year 

ng and i ng costs. Inland 
ing sales decreases of 1.5 since 198 way of 

contrast Inland's own m 2.6 overall, and 
basis Inland's m 

the rate of inflation 
rate of inflat 

ion. 

is Inland's react ion been to its decl 
and to the drop in competitive generally? 

submission is it has been to others to reduce their returns, 
but at same time to for more itself. 11 

(Transcript pp. 29 2 - 291 

Ms. J. Vance, Counsel for the Consum Association of Canada and Old 

and Anti-Poverty groups 

". • • are several subm will make ing the 
increase Inland has in this rate ication. 

certain !audible Inland has not held its costs down as 
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much as it could have when to 
sector have 

there are com of 
that lack articulated and effective 

moni mechanism in order to maximize cost effie 

In the result the increase is made necessary because of shortco 
Inland must be admonished to correct. 

Thi there are certain 
should not be a 

are items 
which are too and the 

be dec rea sed. 

of market scheme 
progra • 

cost 
thereof must 

both ed and 
ethod of calculat 

fa lure to recover the 
benefits it 

there are certain costs included in its rate base 
which relate to of items benefit 

as I as An item may benefit ratepayers 
one way, but benefit in i m's 
cost is included in rate base or treated as an expense effect 
is that the a free ride. The 
correct this allocating to the shareholders a 
of certain items. 

not has been done Inland the move to 
its service area, and a Com mission directive in this is 
requi 11 

pp. 3019-21) 

commenced on ber 1986 and concluded on 

November 1986 after 19 of ngs including three of argument. 

Commission has found the issues raised in to be most di 

to reconcile as the Commission atte to ensure secure and 

ced service for all customers and a stable environment to ensure that a 
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utili ill be maintained to a cont level of 

service not the next year, but well into the future. 

The Commission has and debated extensively issue of the 

""''"'"'"'·"'"'ate structure for As a result of extensive evidence on 

this issue the icipants at the deve widely of 

the existing tal structure of Inland utility. Section IX of this 

deals with the tal structure for purposes. 



9 

IV RATE BASE 

M 1987 utility rate is 

addi ions for 1987 are forecast at $9.2 m iII 

$13.2 million (1986) and $12.2 million (198 

fuel stations estimated at $1.9 million 

major additions to plant. 

to be $1 m iII ion. PI ant 

to actual ions of 

Natural Gas for es (I'NGV") 

of are forecast 

A ficant of additions in years has been 

extensions to out communities funded in the Distribution m 

m( 11 11
) and the Gas Extension Assistance m 

"). fundina is no lonaer avai 

reflected in investments relat to traditional m 

are forecast to decline but activity in related areas of merchandising and NGV 

are being ma1or future tal investments may be 

required for if by recent rest 

W estcoast's tariffs or in le. 

I. N Gas for Vehicles 

ication for ions to plant in service of $1.9 million 

for fleet and public NGV stat to July I, 1986 cumulative 

"'vr-.e:>ron tures on NGV activities amounted to $250,000. Forecast tures 

of almost $2 million for 1987 demonstrates a dramat increase in 

m ent interest in NGV t Item 27, p. 4). 

Test year ! 987 NGV sales are forecast at I 000 GJ with a contribution at 

the gross m level of 9,000 t 4, Item 27, p. I) or $3.9 

to average of $1. 
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Inland was ies its NGV oroarams for 

with a program to provision of compressors and 

conversion of vehicles. Mr. Kadlec that N market was the 

newest and one of the more profitable market available for 

Inland. However, he that the first half of 1986 

of NGV sales had been slower than 

Commission recognizes that N GV is a ficant for 

Inland. B.C. has al demonstrated the inroads that can 

made via this new market. NGV sales have a desirable ial 

by im oil with natur·al gas. British Columbia is 

currently a North American leader in this field. 

In response to a from Commission staff Inland provided a contribution 

of the costs of NGV, summarized as Exhibit Item 27, page I. 

evidence shows that the calculated rate of return on investment is 

on an incremental cost rather than an cost ice of 

is to only capitalize overheads direct applicable to the NGV 

a rate of approxim 5 %) and not to full utili overheads as 

applied to other utility tal For fiscal ! 987 total overhead 

tal ized as a of total tal addi ions 51.9 

t 88). 

Wi to the incremental cost of for N the 

Commission bel it appropriate to cont the cw·rent while 

NGV development is in its fledgl period. However at some future 

date the NGV market will mature and should then be reauired to carry full 

utility I al ion of would then equal 

opportunity for other investors the market. 



2. ine Extensions to 

time at the 

costs related to the 

was 

ine extension 

review circumstances and 

Inland to serve the co munity 

This extension received substantial fro both federal and 

al gover·nments under and G.E.A.P. The nal est of 

cost for was $1, 943 the final i mate rose to 22 5, 18 

Inland out that the increased cost was result poor 

weather during construction ancl substant I ore to be blasted 

forecast. To assist in offsett increased cost of the 

Inland switched funding from federal and ncia progra s to increase 

contribut and the utili increased the r·evenue from 

customers under its six year ains extension test. Based on In! 

m the utili that it was ithin the bounds of a 20 overrun 

on the Chase and Sorrento if the two ects were 

The even aware of the cost 

increases did not seek any a endment its Certificate. 

Co ission considers the Chase to be <::t:>n::.r~ from extension 

to ng from the federal government was ade on an individual 

basis and B.C. Utilities Com ission separate certificates. 

Co mission wil assess the fina costs on the Sorrento oroiect when that 

is 

At ic held the Com ission before t11e Certificate 

to construct the extension to advised the Co iss ion 

that 

Appl 

tal costs on extensions could range or down 

than norma had 

estimates of the Chase extension utili had 

20 • The 

done on 

confidence in ts 

forecast 
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rornnnizes that extension with fixed The m miss ion 

and ions create a I situation where any 

cost overruns ly im the utility in mind this 

effect, the Commission believes the utili has an even fiscal 

lity with to substantial ic is 

provided. Appl conceded funding from the government 

been premised in on the cost estimates Inland. 

With these factors in m the Commission is to a cost 

overrun of 20 on the cost esti ate when the ificate of 

Public and Necessitv was for the Chase extension. If the 

this matter to the attention of the Commission at the 

outset, the ate Application, the above m may have been 

The ect will be considered on its completion. The value 

to used for rate base purposes Chase is accordi $1,977,532. The 

amount disallowed 

the cost of service. 

be ated at the rate and included in 

Air 

lnl ified t four propane ai with a net book value of 

approximately $ltOO, are 

ional. The utility had 

budget for 1985 for an 

luded of these plants in its tal 

vne:>nrliture of m $100,000 to improve 

so could remain operational under new 

even though mmission the these 

tures were not undertaken as a result, the pro vi nc i al gas 

inspection ment no ion of the after 

mber of 1985 {Transcript p. 265 
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Inland testified it was its overall gas and 

requirements and these propane air ants could form a work was 

not at the time of the and so no commitment has been made 

on the status of the propane air 

r. R al counsel for Industrial intervenors that the are 

no longer used and useful and do not eet current standards. His 

recommendation was to remove the from rate base p. 2952). 

The Com mission, in agreement with Mr. R.B. Wallace, is concerned that Inland 

continues to carry the ated value of the on its books when 

are no ional and so for moment, has removed the net 

value the mately $400,000 from rate costs are 

to be in Account No. I 02 as a non-rate of P Held 

• ation is to continue to be taken as a cost of service 

in the norma! anner and credited to No. I 05 in a subdivision entit 

ulated ation Gas Plant held for Future 

the same time, the Com mission .-ornrn-.•zes these could be valuable 

for shaving purposes, in 

m years. 

to complete a review of the future 

by December 31, 1987 ith 

of the escalation in Westcoast 

mm 

ments of 

directs 

propane 

to the mission. 

This report is to include detai Is on the current book Uon va 

preferred location for e ergency and purposes, value for 

purposes, and costs for them to be ade ooerational. 

The propane air ants be wi shaving 

alternatives inc contracts with industrial customers. If result of the 

studies indicate that are no used and useful then an 
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write-off should be considered. At that time Commission will 

further determine on amounts in Account No. 02. This may result in 

reinstatement or an accelerated wri in view of the service 

by these 

4. of Natural Gas iances 

On June I 2, I 986 ied for m mission approval permitting a 

promotional incentive m to allow new and existing customers to 

r own ting ent a small initial investment. In tandem ith i 

new incentive progra Inland had set in motion a dealer marketing program 

wt·lt>r·t>n," Inland or its agents supplied and installed furnaces and water 

as well as a full range of gas lances. 

Authority to sell appliances is contained in Section of the filed Tari 

conditions, 1977, whi 11 The Company may 

sell gas iances on a cash or finance basis and m reasonable 

for these servi • Inland does not l1ave authority in the tariff to install 

iances. 

mm a com mts from concerned 

contractors derive their income from installation and r of 

water heaters and other ent. Order No. G-45-86 the 

mission 

concern about 

heard at the revenue 

is fai to all ies-

promotional incentive nrnnr:::.m, but of 

activities, ed to 

ive mt!St a program 

customers and Inland. 

program was described in r. J.L Randa l's letter of July 15, 19 

filed as Exhibit 4. Item 21 pp. I - 3 and is reoroduced as D to this 

In argument Mr. counsel for the i stated: 

is 

money on promotion. are desirous 
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weren1t aware that of the program invo going out 
and actively on but the contractors want Inland to 

the money on promotion and then in essence hand them over 
customers. They really want the expenses involved with promotion 
to be utility expenses and the profits associated with the sale of the 

iances, to be a orofit to the contractors. 

And it is my submission that if the expenses for promotion of the 
sale are to be borne the utility and I that it is in the 
interest of the customers of a utility and in the interest of increased 
gas to promote iances. If the expenses for 

motion are to be borne the utility, then the benefits, i.e. the 
ts from the sale of should be to the utili~-- 11 

pp.2831-28 

Mr. V.J. Traynor, Executive Vice Contractors Asso-

ciation of British Columbia, gave evidence at the t 2 I ) UIJI-IV;:)I 

program. is as E to this 

argument Mr. stated: 

content ion that the type of 
ition is made e 

their spec status is the Utilities 
Com mission. The advantages of Inland Natural 
status are extensive. 

ith this al 

areas talization, administration and 
credit inform at 

We believe 
a 

talization, adm 
has an over any and all of 

pp. 305 7 - 3058). 

contractors that Inland should 

advert and promotion and 

bill and di m-
that the testimony of Inland 

justifies our point that 
ion and overhead the uti I i 

comoetition. 11 

its ~~-"""~"""" efforts to 

ers and contractors do the 

actlJal install and of gas ment with end resul 

an increase in the volume of gas sold Inland p. 306 
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testified that the purpose of its m efforts was to 

increase gas volumes sold p. Its 11 test 11 program covered 72 

of its customer base p. 9 and the m function costs 

as shown on 

with no 

t 4, Item 21 (c) were costed on an incremental cost 

and administrative costs allocated p. 920). 

Com mission notes that with 

gas consumotlon would 

to ment ent no increase in 

and in fact if ment is 

installed a reduced consu ion may well ace. 

Commission learned there had no contact Inland with the 

Mechanical ation to determine whether a joint program 

m1aht be undertaken (Transcript p. 811 ). Before the comoleted two 

meetings occurred but Commission understands these to l1ave been 

in reaching a consensus between the contractors and Inland. 

The Com m isslon has considered concerns by the M 

ation as well as the Commission to 

sell ances in 1977 as set forth in Section of the filed 

tariff. The Commission is part concerned ith what from the evidence 

a to Inland 

From the contractors' ive incremental 

ental 

will 

them from competing and since m sales m is not 

profitable without an income credit from additional gas sales, a could 

the new result to customers and shareholders while benefit 

ment in the 

!n the interest of fair and 

and not inhibiting 

mission believes 

m 

must bear the full cost of sale 

table ition in the m 

ion and availabili of appliances, the 

and water heaters sold Inland 

full but all other 

iances can continue to be incrementally. 
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The ion to the above wou be that if Inland wishes to be involved in 

I initiatives or incentives with 

water t1eaters the same initiatives and incent 

dealers and contractors. 

to gas aces 

must be made ava lable to 

While the Commission does not want to remove from the iance sales 

market entirely at this time, it does want to remove any artificial 

Inland miaht have throuah its adootion of an incr·emental 

policy. A fully competitive m of benefit to all parties. In order 

to ensure a smooth transition from increm pricing and permit an 

reduction in inventory, if is in fact revised ng wi I 

e ive Apri I I, I 988 for gas and water 

In the interim, if the reduction is Inland must not a 

m which would further i the ability of small 

ate support service business operations to comoete and to 

to after I I, 1988. Commenc in 1987, will 

provide the Com m on a m a revenue and cost with 

to the sale of and water 

5. Account 

mmission in its Decision dated March I 1981 the esta-

bl ent of a interest account to volatile ions in its 

short-term interest rates. 

Since the of l short-term interest rates appear to have 

stabili In fact, lnl ary, Colu bia, and received 

permission from the Commission in fiscal 1986 to allow the cessation of a 

simi account in favour of a rate. 

The Applicant ined that p. 2695) 11 whi le of 

short-term debt in Columbia I st 

overa II I eve Is are Any not i on 



the Inland earninos per share as areatlv as it in Inland those 

exlsted. 11 icant also stated that Tab 1+, p. 11 

of the Co financial witnesses that the the 

interest deferred account been the the 

to ini i ze • • • alternative inc a 

ive issue of hiaher cost rate the 

structure." 

testified that 

to a II concerned to 

p. I 11 1 think it 

None of these things and of the selves at this j I would 

end at venture to say, would 

all 

In I of the above 

the deferred 

and in view of 

activit U1e Co mission directs that 

utility operation should aooort 

amortization. 

with the instruction 

to ove-off of my reco 

ion on the of investors tha this 

co can !I 

ission approves the continuat of 

in o1~der to orotect utility ers, 

ust 

and ent in non-utili 

interest the 

rate base treatment 

in accordance 

I I, 1985 Decision 

ore, co detai Is ust ava for audi m ission 

staff. 

mission has ncorporated a 

structure to reflect the current t 

ra of in the tal 

interest rates. 
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V SALES 

Fiscal 1987 total sales of 029 T J were forecast 5% lower 1986 

normalized results ly due to reduced forecast sales to large 

industrial customers and Columbia. Althouah contracts had not been 

by Northwood 

W to take effect from November I, 1986, 

Westar Timber and 

included these 

loads in its forecast sales volume. 

lnl large industrial sales forecast was derived from the customers· own 

projections (Transcript p. and the Commission those estimates. 

Applicant use per residential customer at I 06 GJ in forecast 

987. for 1985 and 1986 

1986 of I I GJ and I 07.4 GJ 

norm ized use in fiscal 1985 and 

ivelv (Transcript pp. 541-544). The 

m mission zes forecast use per account is ental, and the 

estimate of I 06 is reasonable. 

to Columbia have normal been ect to 

relat 

review in the 

due to the non arms-1 ints on 

al are 60 i & & 

the price differential of Inland and A & S and ava i labi li of 

gas. Gas ation introduced from the revenue 

ment perspective as ties may the 

ability of Inland to supply Columbia under certain circumstances. 

the outset of the hearing ed Com ission to approve the 

establishment of a al deferral account to be as follows: 

111 ~~~~-~ in view of continued that for 
pr1cmg in and ng in British Columbia, proposes and 
seeks Commission approval of the ent of a deferral 
account which would be at the amount projected, the sales 
volumes and the revenue and then deviations from that 

ected revenue would account. 



I Inland were able to make increased sales or sales at a 
margin to Columbia, that extra revenue would be 
account. Conversely if the sales volume or the m fell below 
that shortfall would be out in a 
dealt with in future years." 

(Transcript p. 

Mr. ly, Vice Operations testified pp. 2389 - 241 3) on 

bia from a policy issue concerning of forecast to 

1985 to 1986. actual 1986 sales were 

I ,700 T J more due to a shift of of aooroximately 

500 T J from fiscal 1985 to 1986 (Transcript p. I This shifted revenue 

ween the two fiscal years, a the gas was moved within 

contract year, November I, 1984 to October 31, 1985 

ll~60). 

sa 

pp. 1457 -

the circumstances and the of the Appl the 

mmission approves the establishment the deferral account to 

commence July I, 1986. It is to in the manner orooosed on 

p. 43, as above. The balance of the account is to be carried in rate 

as a or wi -:')¥"\f"'\S""J"\t'"\.V"ll 

thereto. 
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VI GAS PURCHASES 

Inland all of its gas, for that with 

Columbia, from Westcoast. In tum, Westcoast natura! gas from the 

B.C. Petroleum ion. Two matters ~"'"":nc.r arose at 

the hearing and the Panel's views on these matters are ::.c_u::.:::.cu I 0 w. 

• Westcoast 

3 3 
ication includes a Westcoast demand of 4,900 I 0 m per 

at a rate of $229.457 per I m 

is forecast to be $1 
per m 

2,000 

that the West coast 

t 1-08-01). 

basis for the contract demand volu e is r. R letter of 

31, 1985 to Westcoast setting out terms for 

November l, 1986 to 31, 1987 t 1-08-03). nomination 

for firm gas sales was for 500 
3 

but w1tn a m per t first refusal 

to 
3 3 

re a further LWO I 0 m per 

w the matic ft ing m comm to and recent years 

($75 
3 m m M 1985 $486 10 m m 

January I, it is clear that Inland must imize its gas and 

profi ions were raised in the on reduced nom 

increased ng increased curtailment. concessions from 

use of and other methods 

pp. 369 - 37!). No refl imization of the mand 

le have been reflected in this ication or appear as firm alternatives 

for im m ate 

mission tual contractual com itment to 

W estcoast of 4. 500 com menc Nove ber I, 1986 has been m a 

the winter season to warmer than normal conditions 
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its service area. While inland may have additional gas if unusually 

cold weather the fact is that Inland did not incur the added 

expense and should not recover extra revenue from customers the 1987 

fiscal year. The Commission has also reviewed expenses for 

and overrun gas m and finds the actual expenses do not 

exceed those for. expenses are 

the Inland gave an to further information with 

to certain gas supply matters. letter dated ay 29, 1987 

its cost of A & S from 74(/GJ. and a total 

saving of $1.1 million for the 400 I m3 contract demand reduction 

ber I, 1986 and June 30, 1987. account as set up by No. 

June 2, I is now to Rates I to I 0 customers 

together with i and is exc any refund calculated in this 

Decision. 

At the of Commission staff the Applicant subm tted a pro forma auto-

matic fuel adjustment clause t 4, Item 8(e)]. Such a m is 

intended to deal with a mix of gas costs from a number of different 

suppliers. The Com mission considers it pre ature at this time to set down a 

formal mechanism and so future unit demand and unit commodity are 

to be through to customers as have been in the with formal 

ication and the m m 

2. Deferral on Account of "Hot 

in the of 1985, gas from Westcoast contained a 

an abnormal variance with unantic energy content than 

revenues bel ng earned. 

gas from Westcoast 

resulted from a lower volume of 

to the 

that gas to its customers based on the 

btu content of the gas) while sell 

content of the gas. 
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In May I Inland to the Commission that the gas cost 

identified at mate $1 mill be accrued and zed in fiscal 

986. 1986 forecast at that time taraeted the allowed return on 

equity at 15.75 after including 

income. 

full $1 million fortuitous revenue in 1986 

that was :::.nnrn\ Order G-63-85. In 

the letter to the Order Com mission on notice 

review of fiscal I 985 and I 986 revenue ments were to be 

for the mission to determine whether a ic would be necessary 

t I 05). 

By letter August 21, 1986, Inland ed that income 

recognition as approved by Order No. G-63-85 be amended to allow for the 

amortization of the 

1986 and 987 

credit to be 

t I 06). This 

No. G-54-86 to review at the time of the 

Mr. R.B. Wallace, industrial i 

over a n-"""''" fiscal 

was 

that 

content is a cost of gas item which naturally sl1ould be to 

customers (Transcript p. 2924). The Commission is satisfied that al the 

full amount has not been ud::.::.~;:u directlv in rates as Mr. R Wallace 

the full amount of revenue gone to customers. Half the 

was zed in fiscal 1986 without which a rate increase may 

have been necessary. The rem 50 is to be recoanized in fiscal 1987. a 

test year for rate-making purposes. 
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VII OPERATION AND MAINTENANCE EXPENSE ("0 & M") 

The iss ion used the aooroved evel of fiscal 1985 0 & expenses as 

the mark in the review of ate expenses for fiscal 1986 and I 7 

·--H-- Even actual I 985 expenses exceeded the 

level, the Com mission in these circumstances considers the levels 

be more ive base level for the fol reasons: 

Fiscal 1985 was the last test year for revenue 
purposes. 

rem 

zation 
activities, therefore fiscal 
baseline costs to the Co mission. 

ent in non-utili 

on tne time frame and circu stances which may 
mission Dec levels of 

for purposes. Actual levels of exoend!tures 
vulnerable to abnormalities. 

the 1985 ision ith forecast 1987, the icant forecast total 

1987 0 & M expenses at a level of 000 985 Dec 

or m 11+% ate 30 of increase 

increased insurance expense. The overall increase a 4 increase 

over two years while inflation been 7 over the sa e 

in customers served is forecast 

evidence 

cost co 

000 is 

I, net of transfers 
Benefi net of transfers 

aterials and net of transfers 

about 7 

in follow 

} 
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I. Shift of from the to the Head Office 

The total labour force is forecast to reduce by 26 e from the 1985 

Decision level. This is ..-o.-.roco a decline of 39 in ions 

Construction but with increases of seven in Sales and Service and six in 

Vancouver Office t Vol. 4, Item 23, p. 

remuneration of Vancouver office em to utility 

operations increased to $5,520,000 (19 from 000 (1985), an increase 

of I 0%. On the other hand aggre~]ate remuneration in operations and 

construct to $4,336,000 { m $5,672,000 ( 19851. a 

of 23 t 14, page I 

trend is in a decrease in mains and service activity in the 

traditional market. At the same ti e it seems ation and N 

marKet deve ment has increased the management cost of utility ions 

in the short-term with the of benefits flowing to all classes 

of custo er in the future. A third reason is the increased activity in 

non-utility ions. 

2. 
a ted 

Since I Inland has its fication 

activities being oil and operations, the 

marketing. ions of the increase in activi 

ted 

and 

and allocation of 

i fur years 1985-1987 are shown on Exhibi lWA 

attached to Decision as G. 

(a) 

Nelson 

iss ion 

ted subsidiaries include 

Prairie 

mi 

mbia Limi 

and Peace River 

I 9 the appropriate to 



subsidiaries have been redetermined every three years, revie of 

the time Head Office subsidiary matters 

Tab l,p. I) In 1981 a anagement Touche Ross & Co. concluded that 

11 the inter-company to the subsidi are calculated in accordance 

wi sound cost aflocat nc ••• and have been accounted for on a 

consistent basis since 1969. 11 t 

Prior to 985, investment was inantlv in ted operations. 

method of allocat less contentious then 

since each were scrutinized the ive 

a~Jency. The Commission concluded in 1987, at least ith 

lumbia Natural imi that "al the Com ission 

to 

that 

existing method of allocation ay reasonable, it should reviewed 

to account for 

bia Decision dated 

in ion and circumstances. 11 

M 

activities. 

21, 987,p. 

subsidiaries 

i this inc Inland 

Ltd. and Inland Deve 

& Oil 

L and 

Inland Natural Gas 

joint venture 

in this indicated activities as lows: 

1986 fiscal year Inland Gas I 
Ltd. (I' I G bee a e more active in oi I 

initially a venture arrangement 
of Ltd. with to one well in the Basin 

area of B.C. 

In December 



2 

Under the Canadian 
$12.5 m i Ilion to fund a 

progra • Canadian Hunter 
15 iiP~- II 

t Tab I, p. 

11 1n 
Mountain Oil ion 
venture agreement 

each 

to 
and 

the 

and Trans 
executed a joint 

IG 
m Ilion 

ion and ment m, ari in Dakota. 
A erican Hunter 
Hunter. 

the earlier of the 
IGO and 

company call 
industrials with those gas 

services 
follows: 

I 
anager on 

the ives. 

owned subsidi 

of these funds on June 198 

4A. Tab I, 

tion 

__ interest in 
in the first well 

the 

form 

are least 

arket Ltd. are as 

of 
oreover, these respon­

will a ain a 

and 
anage ts affairs. 11 

, 



idated financial statements for the year 

states in Note 6 to the Accounts: 

u 

The mpany has the ance of all 
of Inland & Oil Ltd. which is co itted to 

eum and natural gas exoloration in 1987 under a 
agreement. 11 

t 

June 1986 

nt venture 

The Com mission views Inland of obi ions of i 

non-utility as ial im tion of a burden on the customers. 

The Com mission directs the company to invest this problem and propose 

solutions in its next revenue reauirement 

The methodology employed Inland to account for non-utility is to 

maintain a formal time-keeping whereby each employee who 

time to a subsidiary company co m timesheets. these 

timesheets the company can monitor the type of activity and number of hours 

devoted to each subsidiary company, and non-regulated t 

Tab I, pp. 2-3). 

Mr. Kadlec stated in evidence: 

Marketing, or 
confused that they 
as that ••• And if 
that won't 

a privi arrangement to 
let's call it, so we 

to any other, and i as si e 
any confusion on that, I'd like to assure 

pp. 138-139) 

11
• • • I can assure you that there's no 

burden the utility with the costs that 
it to us to 
to another 

company. 11 p. 

"If you're saying that if we i 
rather than it to the company 
i outs a burden on the uti I i ty and I guess you're 

to it 
t 1s involved. 11 
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The issue of and potential for cross-subsidization was 

of major concern to all intervenors in the Evidence shows that 

non-utility subsidiaries and have not been 

for Board of Directors meetings pp. 2242-2249), and 

Annual costs t 97). ions were also raised with to 

allocation of leasehold costs to subsidiaries t 99), and 

benefits by Inland to its ions such as 

information pp. i 29, affiliation and name t 

(Transcript pp. 138, 2646-2651). 

Commission is very concerned that it is becoming difficult to 

determine the extent of utility resources used for non-utili 

method non-utility heavi 

initiative of the e recording their time and may 

te allocations to non-utility ions. The record 

some costs have not been to non-util activit 

purposes. 

on the 

t in 

As well as the direct costs to be allocated to non-utility ventures the 

non-utility com t from a m at 

ut lity customer expense. it utility a 

retainer for the availabili of staff and facilit The utility may also 

for of benefits such as the 

association with the utili name and auarantees the utili 

The Commission considers that it must ensure the utility customers bear 

fair share of costs but to the extent ical do not bear unrelated costs. 

the attitude of Inland is to allocate costs to the utility where the 

costs can be identified as non-uti I i costs. This results in a bias in cost 

allocation to the benefit of non-utility ventures. The Com ission holds the 

view any bias (if should flow to the benefit of the utili 

customers since the 

resources of the utility. 

ventures been initiated from the 



In recognition of the ng the Commission increases the to 

non-utility ventures $50,000 and will review this matter in the next 
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VIII OTHER MATTERS 

I. Normalization 

Several questions were raised the on the methodology used 

by Inland to 11normali actual results. Pri normali adjust ents 

permitted by the Commission are ust ments for 

curtailments and for variations in rate of short-term 

Commission holds the view that the of normalization is i moortant to 

all partie in the process as returns are based 

test years assum normal conditions. However, numbers 

are notional and the basis of calculation is not an exact science. 

financial markets rely on actual results as a general rule all tnmgs 

being equal, the process is well served if normalized numbers 

close to actual numbers. However, deletion of certain normali 

ments may expose li to unnecessary risk and this is not 

ion considered the m miss ion at this tim e. 

In Com m view it is an ""'"""""+ 

used to the norm a! i 

time to examine the me 

ments as 

Com mission. Tile mission has reference to echanics of 

the strike ustment and 

match the income statement 

use of a normalized retained 

ments. 

The Com ission has therefore directed Commission staff to 

normalization methodology with the icant as soon as 

to 

on tne outcome of this review the m m may a written 

submission from Inland. 

2. 

The atter of separation between util and non-utili activities was 

0: 
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Mr. B.J. Wallace: The Pipeline Review Panel had a recom-
mendation, this note is found at i), which I think I' 

ing correctly as being a recommendation that a 
separate Board of Directors with co of 

icy-making, management and accounting? 

Mr. Kadlec: I don1t know if it says Board of Di but 
they don't feel it should be part of the utility, is my 

The Chairman: Mr. 

Mr. Johnson: Mr. Wal is accurately, 
referring to pipeline companies. 

distinguished between 
companies, and has a section which deals with 
com 

The Chairman: All you, Mr. 

Commissioner New lands: To save the antic 
does the distribution company say the same 

ion, Mr. 

Pan<~ 

Mr. Johnson: No, they, I think i fair to say that they realize that 
it1s a much more complex situation, and not te so certain 
as to what could with distribution co 

Mr. B.J. Wallace: 
that at 5.2 (iii) under the 
Distribution Com , and I'm 

it says about 
ion -

of separation needed in the activities of a distribution 
company is the same in princ as for transmission 
although the Panel zes the the 
activities of the the 
need for a difference in 

I think that puts it all there. Mr. Kadlec, you made the observation 
before that these are only recom mendat and my auestion 
you agree with that recommendation? 

Mr. Kadlec: I think there has to be separation. Board 
Directors, if we're the major we can appoint, if that's a 
concern, we can appoint a Board of Directors as shareholders of that 

mpany that are not on the of 

I don't think the important question is the Board of Di so 
much as it's utility or non-utility. 

Mr. B.J. Wallace: Is it Inland's policy to work towards the of 
separation which has been recom ended that ? 



Mr. Kadlec: Well, II, I guess I'm not even convinced at this point 
in time there is going to be a role for Market as 
the whole area develops we'll be re-examining that constantly, as 
are today. It's, I don't find the Board of Directors icul 
they say Board of Directors for the trans ission 
know they would, but if that further deoree of 
necessary, I'd be te to do it. 

I'm over whether or not Inland Gas Market 
service to the customer, and i it . then it 

If it can, and if it appears that as 
contractual constraints that are out we will 

it as much as we can from the utility, even further 

on the above the m ission directs Applicant to ful 

examine subject of separat with a to to 

Com ission by March 4, 1988 as furtl1er discussed in Sect IX. 

3. Strike ment 

m ission has used a ustment in the sett of utility rates for 

some years. In recent bia ng the ect was in 

ts 21, 1987 Decision t11e Com ission co mented 

Com mission wi I not re Applicant to its 
method of strike ustment allowance at this time. However, the 
purpose of the ment allowance is not to the 

icant recovery of all losses due to strike but is a 
vehicle to avoid requiring the Applicant to ake for a test 
year. The Com ission will continue to consider other me 
which could yield more equitable results to both tile icant 
its customers. 11 

The issue was also raised in this the main argument til at 

is awarded a risk prem as reflected n the rate of return on common 

takes into account financial and business 

covers the risk of strikes it follows that 

If the risk premium 

ion should not 

afforded the strike ustment. 



The iss ion as a result of concerns raised others t the directs 

its staff to revi the atter with Inland December 31, 987. 

4. ead Office Location 

The Co ission believes to the and efficient, a utili 

staff be located witl1i the area. the ost recent Inland 

ecision of I , I 5 iss ion 

Com will the atter 
under active consideration to determine or not ments 

thereof can relocated i the future. 11 

I icant 

relocation 

an outside 

ficant 

fi t~eview 

improvements 

pp. 1933 and on the Head 

pre ises 

been in the direction 

the field. 

in 988 ith ion for renewal, the shift of costs 

ead and lower in 

consideration of recent activities Co ission directs Inland file a 

with the Commission Decem 31, 7cit 

of relocat all or the utilitv head office into the service 

area. ana is to inc state ent financi and econom 

costs and benefits such a relocation. All leaseho improve ent 

vnonr!i tures should be mini unti I the co etcd and a 

a de the Co ission. 



5. 

In argument Ms. raised cone erns to the 

and the need for the incurrance of speci fie cost at 

rental of a room 11 at the 

costs in 

as 

head 

office is also in downtown The Co ission is concerned 

to ng costs and believes all ust to 

minimize them. In addition. the Commission is concerned that 

ay exist inasmuch as the icant can allowed full recovery of its 

costs while other ic must bear the entire costs 

ion ade in the One method to overco e this ootential 

woulcl to perm it icant recover, 

of its costs upon it been 

if icant were ftJII revenue 

full ount recovered. Simi 

ied ion be 

the balance shareholders. This II 

in the next oroceedl 

costs exclusive costs 

to the Utilities Commission Act are to 

·- . the 

if it received less than 

are not 

over two 

th 

ion 

com in 198 costs total mate 90, 



IX CAPITAL STRUCTURE 

The determination of an appropriate tal structure for rate-·m 

purposes the utility ion of Natural Gas Co. td. became the 

focus of this 1986 Revenue rement The Applicant and 

intervenors that the relat between Inland and Trans 

Mountain is a one, and no other Board or m mission in t11e an 

regulatory environment has had to ith this contentious area 

pp. 2749- 2751 ). 

Applicant utilized a structure for rate-making purposes 

included a common equity component of 35.49 o. ,,-,,...oarl and 

maintained that the proper common ty co for rate-making 

purposes should be 20%. In its si form, the di arises because 

icant ied a 11corporate talization 11 while the 

Intervenors applied a 11 consolidat 

above of views resulted from the takeover of Trans Mountain • 

Dominion Bond Rat 

follows: 

11 THE TAKEOVER 

services • ) in Exhibits 79 and 80 reported as 

was involved in a _ 
battle, where it ultim 67 of Mountain Pipe Line 

issued and 67% of 
Trans Mountain i ng $5.4 million of that it owned 
previously. The effects of this takeover was: 

(a) The creation of $19.2 million 
to and land - items ch are not 

red 93.5% of the shares of Trans Mountain had 
with the t 

taking over was 
$60 million to 

one of the main assets that Inland was 
itself. It had cost Trans Mountain dose 

Inland shares. 



37 

Had Inland taken over Trans Mountain for cash, it would 
virtually have w out all of equity since, in effect, it 
would be taking over itself. Thus, the ty that Inland has 
largely emanates from the that it for 
Trans Mountain shares. 

The net effect of this transaction on balance sheet was 
ive, all m and 

DBRS treats minority interest as neutral in the calculation of 
asset base liquidity ratios." 

One year later the December I 1984 maintained the reduced ratings 

and 11 Additional equity needed to the balance sheet on side 

and help rat II 

DBRS1 analysis of liquidity contained the follow 

11 levels were on a consolidated basis in 1984 and still 
remain too hiqh for the size of the ty base." 

"The balance sheet, excluding Trans Mountain, is more reasonable 

but with Trans Mountain, the ill requires $30 -
40 million additional equity to into line. 
Conversion of $45 m i Ilion in to fixed 
rate instruments has helped lock in so e fixed rate debt, but the 
level of debt is still too high for the equity This was a l 
caused by the addition of Trans Mountain whi was debt financed.'' 

The February 28, 1985 contains following passages: 

"Inland, however, has a very weak stemming from 
fact that it controls Trans Mountain, and Trans Mountain in turn has 
a interest in Inland Common shares. This hurts 
balance sheet in two ways: (I) Trans Mountain debt is consolidated 
with Inland; Inland's ty base is reduced the ional 
ownership of Trans Mountain in Inland shares. As a result, Inland 
has too much debt for the and must either have Trans 

sell its shares or issue new common to 
its sheet into I Unless additional the 
rating is in doubt. 11 
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"Consolidated balance ratios are and without 
injection of equity, interest coverage is to ine further 
n I 985. The latter is being restricted the amount of 

interest for related to Trans Mounta and the loss 
of deferred taxation since 1984. What is needed is e of 
Inland shares by Tt·ans Mountain to restore the balance or a 
common share issue by Inland directly. The way stand now, 
there is simolv too much debt for the ty 

On November 15, 1985, DBRS had this to say: 

11 The consol balance sheet re ains 
of its Trans Mountain Line 
only corrects the problem artificial 11 

balance sheet of 
compared to other gas utilit 
of total capital i zation. 11 

investment to a 

TM 
under 50% 

11 lnterest coverage for Inland on a stand-alone basis declined to 
2.3 times in 1985, but remains co to other utilities. 11 

11 The balance exc 
in 1986 and will 

in its utility • 11 

should remain at reasonable 
tiona! investment of $15 mill 

Applicant 1s audi Thorne Ernst and Whinney, thei opinion on 

the issue of rec 
t I 03): 

11 lnland Natur·al Gas ( 11 lnland 11
) currently owns 47.1% 

directly and owns 50 of the common shares and 00 of the 
icipating pre shares of Transland 

and"), which in turn owns 20 of the 
shares of Trans Mountain Line Company 
Mountain 11

). Trans Mountain owns 45.6 of the issued co 
of Inland. Prior to sale of a 20 interest in 

Mountain to and, Inland was red by 9enerally 
accounting principles to consolidate ment in 

After the of the to 
Inland has the option of accounting for its investment in 
Mountain on either a consolidated basis or tv m 

Under these circu methods of 
accounting for liquid at ion ethod 
and treasury 



Inland 11as chosen to continue consolidate Trans Mountain in its 
consolidated financial statements of its ficant 
cont interest in the co the fact that this ion is 
consistent with that of because continuation of 
consolidation was felt to be less to Inland shareho 

1986 Annual 22 states fol i 

mpany sold 20 of the outst shares of Trans 
and ments in mber 1985. 

owns 50 of the common shares and I 00 of the 
and. As a result of the Co 

in Transland i th i direct of 
the consolidated financial state ents continue to include 67.1 

ountain. 11 

I. ication 

of: 

submitted in its 

_ debt 
Unfunded debt 
Preferred shares 
Com on 

derivation of the 

Exhibi Tab I 66 and 6'7 

icat ion a utili talization 

40.15 

tal structure can be 

can seen that Exhibit Tab co mences th the consolidat 

tal structure. 

arrive at Inland I 

In 
I this 

atural 

icant then reversed all consolidation entries 

of 

the financi statements 

in ents 

co are shown at cost. nancial state 

ary 

sole 

for for atlon to 

issuance to shareholders 

account 

e tax and authorities 

t 55, I to the al ents-



The Applicant further Inland I into {a) ility", 

(b) 11other utility", and (c) 11non-utility 11 in Exhibit 4, Tab 17(b). The sum of 

Inland utility and other utility, exc 

forward the Applicant for 

Trans Mountain, is the amount put 

purposes. This amount has been 

referred to as Inland's "corporate talizat , a has 

followed since 1982. For purposes the ent ionecl 

ional utili ties are individual 

capitalization. 

ted on basis of their own 

Mr. Kleven, Inland's testified that valuable assets were nvnonri 

Trans Mountain in obtaining shares of these shares value, can 

be sold and have the right to dividends. he the cost of 

Inland shares held by Trans for the purposes of determining the 

ty of Inland utility, should not be from the parent's 

On page 2338 of the transcripts, Mr. Kleven stated: 

" ••• that Trans Mountain on its own, on a stand-alone had 
adequate equity to support its rate and its other investm 
and ••• Inland is in the same posit that Inland non-consolidated 
has equity to support its investment in rate base, in Mounta 
and its other utility investments. 11 

2. Intervenors Position 

Dr. W appearing on f of the Industrial 

lnland1s utility activities are supported a common ty co of on 

2096 (Exhibit 47, Table 

Exhibit 47. 

W me is summarized in 



I 

In his Dr. aters used 

structure of Inland. Dr. Waters 

start nt consol 

that use a lance sheet 

ta 

to 

consolidation not reflect the ent ateri izes at 

the consolidated level for Inland the a deduct ion of the 

cost of the shares in Inland held Trans ion effective 

elim as an the of Trans 

these shares over thei 

3 

t p. pp. 1303 -

conso idatcd balance sheet of Inland aters 

deducting an item for Land R valued at $19.2 illlon. 

r·eason for this 

for bv the 

that as tion ount in accounted 

on consolidation$ 9.2 million. the excess of 

the total invest ent over the book value of net assets was allocated 

Ltd. 983 Annual to Land and Land R t 73 Inland Natural Gas 

Notes to Financi State I ). 

Dr. Waters aintained that in the a ount 

$19.2 i Ilion cannot inc in ther or Trans 

Mountain. Furtherm the basis 

historical cost. a return cannot on 

acquisition. AI ay substantial cconom ic value these 

R are no 

Waters reduced the ida ted $19.2 illion. 

The intervenors eved the consolidated on i !nl 

per the Annual activities is therefore com 

after including the recent 

less the Land 

of the on 

the inori interest 

deduction to 

on 



Dr. Waters two tests of the of the Appl 

component: 

I. He applied the 
operations, 

talization (35.5 9o ty) to the utility 
a rate base of $ 42,805,000, and found 

that a residual common of 5.7 ied to the 
non-utility ions 

2. Assum that inland's non-utility activities 
lization of 40% the residual 

utility rate base would be 20 t 

Dr. Waters concluded 11 that the ratio 35.49 ) is 

unreasonable inasmuch as the actual ratio is less than 20% even under very 

generous assumptions 11 (Exhibit p. 

3. Account Issues 

Much discussion focussed on the of consolidated ial statements 

and the accounting recommendations of the Canadian Institute of 

or CICA t 

Section 1600.03 of the CICA Handbook states that: 

"Consol are 
aggregating the financial statements of one or more subsidiary 
com on a I ine-by·-1 ine basis corres-
ponding items of liabilit revenues and with the 

statements of the parent company common 
share ownership) eliminating intercompany balances and 
transactions, and providing for any inority in a subsidiary 
company. Consolidated financial statements ze that 
separate entities are of one economic unit and are 
distinguishable from the and subsidiary company 
statements and from combined statements of affiliated co 

nction is both on the nature of such state ents and 
mstances ifying thei 



The accounting treatment for when idat co with 

reciprocal shareholdings is in the following sections: 

1600.70 

Where a company holds shares in company, 
such shares should be presented on consolidation as if the parent 
company had purchased its own shares. 

1600.71 

Where a company shares of the parent company, the 
issued share capital of the should be set out in full, with the 
cost of the shares held by the subsidiary shown as a deduction from 
shareholders' equity. al, ion 3240, April 97 

icant's Position 

Mr. Kleven described his methodology to tal structure as a and 

unconsolidated approach for the purposes of rat e-m 

p. 2337). He that, 11 on an unconsolidated basis there is of equity 

for utility operation 11 p. 2338). It is his view that the 

m miss ion should be looking to Inland t financial statements 

to assess the amount of equi available to the utility. He wi 

Mr. Wallace that the CICA rules for report to shareholders on a 

consolidated basis should be followed and Inland indeed does so. 

tion 

Mr. R.B. Wal act for the a! II 

must only be permitted to earn a return on equity actually invested and 

available for the benefit of the users. tv is tile most """"'"'"""' form of 

capital, from a rate payers nt of view and should be used in the tal 

structure when it is red to financial flexibility and a 

reasonable level of ion to shareholders and debtholders way of 

nnrr""''"'ate levels of leverage and p. 29 
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way of m the ty available to customers, the Industrial 

intervenors advanced the position that the ty in Inland was that amount 

shown in the Annual to shareholders of Inland Natural These are 

the consolidated financial statements of the company and orooerlv deduct 

cost of Inland shares held Trans Mountain. In support of his tion, 

Mr. R.B. Wallace referred to various sections of the CICA H 

Wallace that the whole purpose of the foregoing discussion is tl1e 

determination of a measure of a fair return to shareholders on the 

shareholders' investment. To do this the most important statements to look at 

are the consolidated statements p. 2 

Pursuant to the above, the consolidation process res that some 

$52 million (the cost of Inland shares held 

from the consolidated 

be 

Mr. Wallace that the account nJies are not in existence si as a 

mere accounting convention, but are put in place m arily to ensure that the 

ial statements that are consol fai ial tion 

t11e co and are sl1areho 
investment in the company p. 2 

4. Com mission 

The consolidated balance sheet of the company the book value of all 

its assets on the left-hand side and various sources of funds 

assets on the side. In other consolidated 

those 

tal 

structure is a weiahted average of the various structures :::.uuuu• 

the assets employed in its several business activities. 
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The consolidated balance sheet as at June 1986 shows the sources of 

I to be: 

- unfunded debt 

- deferred income taxes 

503 
121,615 
20,089 
15,918 
6 7li5 

9.6% 
49.7 

8. 
6.5 

26.0 

On 13, 1987. Trans sold I, 000 common shares of Inland 

at $12.90 per share. 

reflected in the:'! consol 

:::lnt""\rnvim $14 mill 

co is m 

to the i 

financial state 

With this addi ion 

30%. 

com on 

has increased 

consolidated co mon 

Of the various business activities the Co mission views its 

gas ion utili ion as least 

The Com ission agrees that the ication of general account 

nc on a consol 

determination of 

shows Inland to be financed with a com 

is 

int of 

:::\nnrnnriate 

mat 30 • The 

tal stnxture for 

reasonabl rates and the m mission in 

circumstances believes that the nc inherent n the 

the 

inter-company 

effect resul in a 

allowed for 

is held a 

this is the relat 

lu bi 

ate In essence what resul these 

is within this 

of return on consolidation than which is 

purposes. Si il mpacts are v<w'u'-cu when a uti I 

company or for atter another iii 

between 

im ited. 

in an 

and its whol 

ication of the 

li zat 35.49 • 

An exa of 

subsidiary 

forward 



Tl1e Com al the nc in general, then considered 

whether or not the end result an efficient 

the tal structure for 

tal structure. In 

purposes the 

Com m am other mat has considered the historic 

the talization of other tilities and the level of risk 

for the utility ion at this ti e. The Co mission has concluded that 

tal structure the icant contains aooroxi illion 

more than is and accordi Co m 
II ect ect to review to believes that the 

mmission No. G-53-86 is not nterim utility 

ions. this amount, 

deducted from the Appl proposal, hence 

32.5 which is 2.5 

1985 

-
the discussion of the ion of the uti 

this may not last time this 

structure. 

ion is raised in the 

hearing process as as In! the Company, continues to nclude utili 

ions this Com ission and other ions not 

structure. A this Com mission in the i mediate Inland 

solution to the would for Inland isolate the Inland utility assets 

a ted BCU in a company fro Trans 

Fort Nelson Gas and all of the rela non-related 

Columbia, 

With these 

assets and expenses the co pany would a utilitv unto itsel 

would be much to -·-a distinct benefit to custom 

shareholders and intervenors alike. 

Another :::.nnrn;::,r to a si ol i fled rr.n"\nr::. st rather than separa t 

ions in British Colu bia were could be consol 

consolidated and then 

subsidiaries, this too would si 

ountain non-utility 

the determination of the overall 



ents. owever, 

loo separate costs 

rates for Fort Nelson lu 

the so!ut ions 

to ther these 

the 

should be to 

ore than offset 

rates. 
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X RATE OF RETURN 

Dr. the witness on rate of re testified in 

his view, lnl overall business risk has increased t 3, Tab I). H 

attributed this to greater com itive risks with the adverse 

lities flowing from 

decline in natural he 

Westcoast tol Wi to 

it ted some reduction in 

recovery occurred because of com itive tion of 

natural vis-a-vis alternate fuels. 

Dr. W expert witness for the industrial identified 

broad of business risk p. 3 ) : 

I. risk that the rates will not be set at a level to 
fair rate of return on total capital 

2. The risk that a particular operat financing costs will 
exceed those utilized in setting the or that the revenues will fal 

of those project ions. 

3. The risk that the will become unecono ic and will be shut down 
completely or will be unable to recover fully its fixed including 
those re Ia ting to financing. 

It was opinion that none of these risks was such as to cause concem for 

investors. support his posit Dr. Waters to the very tive tone 

o Inland's Annual Report and to the continued of share price. 

The mission is aware of recent in the energy sector and of 

lnland1s icular circumstances. The effects have been both tive and 

negative, offering opportunities and To the util 

risks not in any material way such as to result in a bond 

rating change or an altered 

question of 

been addressed at 

ial risk flow 

in this Decision. 

investors. 

m the utility1s tal structure has 



fear of rekindled inflation in has 

Government of bond i the 

that the of interest is ill histori 

II above those i the Uni 

interest rates 

98 

sat 

Government of 

Evans tests arrivi 

I. 

2. 

3. m 

in 

9.7 • 

the 

for 

e to the results obtained fro the co 

test and 

the di 

To permit 

I • 

2. 

rr>cc:t:>rl reservat about of the 

in inferring investor tat 

the 

CF 

risk iu 

Evaluating the results of his es 

15 r. recom 

eauitv 

II 0 120 

5.0 15.25 

- 4.7 

I 

ent 



aters 

com on equity 

tests 

a test of resul 

Inland uti! 

5 

the reaui 

associated rate of on 

2 7 13 

of I 

For revenue 

return of 13.50 • 

turn for the ut I i 

for 

co in 



XI DECISION 

Exclusive of any account contract identified at 

$1.1 mill as discussed on 2 this Decision and dealt ith 

Order No. G-32-87 ch is ect to further considerat the 

mission confirms rate i 0.34 98 7 fisca 

year, to take e fro ' 198 

Com ission confi of 0.63 over anent 

rates exist on June 986, at July I, 7. This s al revision is to 

reflect the full a ortization the ,.,, .• • ~.,,,,,., on 2 

was co as 30, I 

increase of 2.32 in effect since I, I ill ial 

til interest in accordance ith the term isslon 

ission concludes this is ion an 

to earn rate of of 3.5 , 

of I 5 to 3.75,J, co 

Co mission will accordance 

Decision reconcili ion ra vo revenues, 

also a calculation a 

D D at the of the Province of British Co 

this 6th dav of ~~u,~u"' 

N. ARTIN, Commissioner 
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BRITISH COLUi;18IA 
LITIUTIES COMf~ISSIQ~~ 

ORDER 1,.,..>- - '-"· ,e;, 
1
12s cot!~~ NUti.BER G-52-87 

PROVINCE OF BRITISH COLUMBIA 

BRITISH COLUMBIA UTILITIES COMMISSION 

IN THE MATTER OF the Utilities Com mission 
Act. S.B.C. 1980, c. 60, as amended 

and 

IN THE MATTER OF a Revenue Requirements 
Application by Inland Natural Gas Co. ltd. 

J.D.V. Newlands, 
Deputy Chairman; and 
N. Martin, 
Commissioner 

0 R D E R 

August 5, 1987 

WHERE AS Inland applied May 30, 1986, pursuant to 

Sections 6 7(2) and I 06 of the Utili ties Commission Act ("the Act•) requesting 

interim and permanent rate relief to be effective July I, 1986; and 

WHER£:AS the Commission Issued Order No. G-38-86 granting 

to Inland an interim refundable rate increase of 2.32% effective July I, 1986; 

and 

WHEREAS the Com mission by Order No. G-47-86 set down the 

Application for public hearing to commence in Kelowna on Monday, 

September 22, 1986; and 

WHEREAS the Com mission has considered the Application and 

the evidence adduced thereon, during 19 days of public hearing, all as set forth 

in a Decision issued concurrently with this Order. 

NOW THEREFORE the Commission hereby orders Inland 

Natural Gas Co. ltd. as follows: 

I. The Rate Base and Revenue Requirement for the Fiscal 
Year ended June 30, 1987 are as set out in Schedule I 
contained in the Decision. 

noo11 &."0 sv:T>-~r.: smrET c vt;Z 
•,: 

• .. /2 
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BRITISH COLUMBIA 
UTILITIES COMMISSION 

ORDER 
NUMBER G-52-87 

2. Inland is to proceed with refunds to its customers of 
record in the period July I, I 986 through August 31, 
1987 as specified in the Decision of the Com mission 
issued concurrently with this Order. Such refunds are 
to include interest calculated as specified in Order 
No. G-38-86. A reconciliation schedule is reauired to 
be filed with the Commission concurrently. 

3. The Commission will accept for filing, subject to timely 
filing thereof, amended Tariff Rate Schedules 
confirming as firm effective September I, 1987, rates 
which conform to the terms of the Commission's 
August 6, 1987 Decision. 

4. Inland will comply with the several directions 
incorporated in the Commission Decision. 

DATED at the City of Vancouver, in the Province of British 

Columbia, this 6th day of August, 1987. 

BY ORDER 

/!/;? d 
/~~~~~ 
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H 0 T E S 
1 
2 
3 
4 
5 

R C01'li·10N EQUITY RETURNS AND OfHER C011PAF; tJS 

_ l Tu. FO 

YIELD COtv1t·10N 
T CANADA'S EQUIT"' 

-

1 6 0 16.68'~ N/A 15.22% 28.20% 

(no ra \ 
} 

N/C 13.58 13.8'] 14.26% 29.50 

15.75 13. 13.69 11.79% 28.50% 

(15.25%-16 ' l 
I 

N/C 16.6 7 17.20 12.75% 28 50 

15.75 1 7. go·~ 15.00 11.04'% 28.80 

( 1 5 -16%) 
N/C 18.50% 15.6o·r.:: 9.83% 29.80 

33.10 

1982 Norm;'jliztd ROE i.:; from the BCUC Deci::;ion, Md'J 1983. 
1983 Normalized ROE i3 from hearing exhibit #3,Septernber 1983. 
1964 Norm8lized ROE i~ from he.:jrinq exrtibit #24ofthe 1984 hearing. 
1985 Normalized ROE i3 from a November 2 t, 1985 letter to the BCUC. 
Deferrtd 1ax b31ance:. are i ni uded in the Capital Structure. 

RATE C" 
L 

$ 000'::: 

$1 08):197 

$116,149 

$1 32,024 

$137,680 

$143,678 

$149 443 
J 

$1 53,803 

!0 
ENTEAEO 

8CUC-

9/12/86 

-----
tJ·s NORfv1AL CUSTO 

[l TU1P 

51,770 N/A 315 85, 

48,6 71 -9.00 3~)6 92,1 

49,429 9.00 372 97,721 

48,426 8 3::30 103, 

51,439 -6.00 394 109,39_ 

51,924 - 4.50'% 387 1 1 3 J 

47,92.3 norm;j1 36(; 



Transni ssion 4" 
Transmission 3" 31,700 
Transni ssion 2" 

1f,7W 

DistribLrtion 4" 
Distribution 3" 2,100 
Distribution 2" 3,610 
Distribution 11!4" 1 10898 

~-

4 TOTftL 

I 
16,603 

I OlSTCM:RS (#) 
! 
l 

Res i denti a 1 25:) 
Canrercial _1~ 
TOTN. 275 

COSTS ($) 
Transmission 1,293,661 
Land 57,000 

1,350,661 
Distribution 266,CX22 
Stations 31,2@ 
TOTPL 1,647,~3 

crnTRIMICMS ($) 
6 Year N?t Reven~..e 531,939 

Provincial 615,000 
Fe<::Eral I 500.~ 

ll. 646,939 

fffiJ£CT COST 1, 64 7, 943 
LESS I~ P£V ·1 -------

1,647,943 
LESS HCR. FIXED (}J I ------­

/1,647,943 

31, 

11,228 

3,535 
4,231 

11,003 
18,769 

(#) 

251 

~ 
320 

($) 
1,&54,638 

187,434 
1,852,072 

325,615 
47,495 

2,225,181 

($) 
563,636 
736,((;() 
529,100 

1 ,828, 736 

2,225,181 
- 240,E06 
l,S€4,575 

- 135,225 
1,849,350 

- 4721 
26,500 

6 400 
-=-47Z Jr.~ 

' 
4,110 

+14351 14,915 
+ 621 39,270 
+ 105 1 43,2fJJ 

,~rJPl ~ 
(#) (#) 

+ 4 462 
2____111 _]]_ 
+ 451 489 

($} (%) I ($) 
+370,977 1291 1' 270' 9J) 
+130,434 3291 317,9:0 
~.1)1,411 137 1,588,roJ 
+ 59,593 122 1,440,472 
+ 16,235 152 82,350 
41i77' 238 115 3,Il1,622 

Hev1 sed 

I 
( s) I {$) 

656,734 + 124,795 1,167,CKJ 
736,000 + 121,0::0 685,0:::0 
494,811 - 5,189 / 1 ,25:J,OOO 

1,887,545 +$240,6J6 

+ 577,238 
- 240,EC6 
+ 336,632 
- 135,225 

201,407 

135 

112 

3 102 2~ 

3,111,622 
-------

3,111,622 
-------

3,111 .• 622 

25,133 

~61 ,94 

5,44fi 
17,245 
38,8}3 
39,4:31 

100 732 

(#} 

561 
42 

603 

(S) 
1,418,5().8 

338,705 
1, 757,214 
1,671,&57 

93,632 
3,522, 713 

($) 
1,218,791 

954,CCO 
1,355,100 

3 137 891 

3,522, 713 
- 95,129 
3,427.~ 

- 00748 
3,346,836 

+ 361 
:rt:oJ 

+11..16 
+233) 
- 662 

- 872 

(#) 

+ 99 
±_15 
+ 114 

( ) ($ q .., 
+147 ,6v"9 112 
+ 20,005 103 
+168,414 111 
+231,395 116 
+ 11,282 114 
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INLAND NATURAL GAS CO. LTD. 
BOX 12503, 1066 WEST HASTINGS STREET, 

VANCOUVER, BRITISH COLUMBIA V6E 3G3 

TELEPHONE(604) 684-0484 

J. L RANDALL 
VICE-PRESIDENT, MARKETING AND 
U1 !UT Y PLANNtNG 

DIRECT: (604) 661-9603 
FAX: 661-961 

July 15th, 1986. 

Mr. A. C. Michelson, 
British Columbia Utilities Commission, 
4th Floor, 
800 Smythe Street, 
Vancouver, B.C. 
V6Z 2El 

Dear Mr. Michelson: 

RE: BRITISH COLUMBIA UTILITIES COMMISSION RBQUEST FOR 
ADDITIONAL INFORMATION ON INLAND'S PROPOSED PROMOTIONAL 

INCENTIVE PROGRAM FOR FUHNACES AND INLAN-fP_S ___ _ 

Inland Natural Gas Co. Ltd. ("Inland") has proposed a 
promotional incentive program to assist new and existing 
customers to install natural gas heating equipment. 

The purpose of the program is to encourage homeowners using 
other fuels to convert to natural gas; to replace the 
Federal Government Canada Oil Substitution Program grant; 
and to assi~t existing customers in replacing or upgrading 
their exi§_ting heating equipment, some of which is 
twenty-five years old. 

The promotional incentive would be available to these new 
and existing customers when they purchase a furnace from any 
retail outlet. Customers are free to purchase their heating 
equipment from the dealer of their choice and have it 
installed by any qualified dealer and be eligible for the 
promotional incentive. is no stipulation that they 
must purchase their equipment from Inland or any specific 
dealer. 

The program will be promoted, upon approval, in such a way 
that all furnace retailers and alers in our service area 
will understand that customers will eligible for the 
promotional incentive. 

Who/ly.Owned Subsidiary Companies 
COLUMBIA NATURAL GAS LIMITED • FORT NELSON GAS L TO. • INLAND GAS & OIL CO LTD. • INLAND DEVELOPMENT CO. L TO. 

GRANDE PRAIRIE TRANSMISSION CO. L TO. • PEACE RIVEH TAM<SMISSION COMPANY LIMITED 
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In a separate marketing program, Inland is planning an 
expansion of its merGhandising activities. 'l'his program 

'will be tested in two of Inland's regions, the north 
including Prince George, Quesnel and Williams Lake and in 
the Okanagan including Kelowna, Vernon, Penticton I Salmon 
Arm, Osoyoos and Princeton. 

This program is designed to assist our residential customers 
in increasing the value they receive for their energy 
dollar. It responds to the Commission's comments in our 
rate application decision dated January llth, 1985 that 

.Inland look into ways of assisting our customers in managing 
their energy bills. 

Specifically, the objectives for the program are: 

* to offer consumers their best energy investment. 

* to increase consumer awareness of our expertise for gas 

* 

products. · 

to increase penetration of gas appliances beyond heating 
equipment installations. 

We will achieve these objectives by Offering the COnSUmer a 
package of reliable energy information 1 quality products 1 

arranged installation and warranty. 

This program will create considerable installation and 
service wor~ for our local heating dealers to whom we will 
be subcontracting. Attached is an article that appeared in 
a trade magazine that states the benefits one heating 
contractor has received by working with Union Gas in a 
similar program. Currently we have fifteen signed contracts 
from local heating dealers and are expecting approximately 
another fifteen signed dealers in the near future. 

A recent Customer Attitude Survey conducted by an 
independent firm showed that many of our customers are 
unaware of such items as new higher efficiency gas heating 
equipment. The survey also found that of the 1 1 000 
customers contacted, 50% would prefer to purchase major gas 
appliances from Inland rather than from a major retail 
outlet or local heating dealer and 85% agreed that Inland is 
the place to go for reliable information and advice about 
conservation and equipment. These statistics reveal our 
customers want to do business with us. 
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Through this merchandising program, Inland is providing 
leadership to stimulate demand for natural gas equipment in 
the marketplace. 

Our aggressive promotion will not only benefit the heating 
dealers directly, but in addition will respond to our 
customers' needs. 

If you have any questions, please do not hesitate to contact 
me. 

JLR:dmc 
Attached. 

Yours very truly, 

}lCohkdJ 
'J. L. Randall. 



rv1ECHANICAL CONTRACTORS 
ASSOCIATION OF BRITISH COLUMBIA 

September, 1986 

Mr. A.C. Michelson, Commission Secretar,y 
British Columbia Utilities Comrrassion 
4th floor, 800 S~he Street 
Vancouver, B.C. 
V6Z 2E1 

Dear Sirs: 

Re: Public hearing re Inland Natural Gas 
Capri Hotel, Kelowna, B.C. 
Commencing September 22nd 1986 

APPENDIX E 
Page 1 of 5 

#230 · 4259 CANADA WAY 
BURNABY, B.C. V5G 1H1 
PHONE (604) 430-2454 

The Mechanical Contractors Association of British Columbia is an Association of 

mechanical contractors and suppliers who supply and install natural gas equipment 

througwut the mrketing area of Inland Natural Gas. Althou@l most members of the 

f·~echanical Contractors Association of the Okanagan Valley are not members of the 

provincial Association, in this instance 1r1e speak on their behalf also. The same is 

true of the l'~l:echanical Contractors Associations of Prince George and Quesnel. 

As an Association, we do not wish to take a position on Inland Natural Gas Limited 1 s 

application for interim and permanent rate relief of approximately 2. 3%. Our sole 

purpose in making this presentation is to e1.":press opposition to Inland Natural Gas 1 

proposed activities related to merc.."'landising natural gas appliances. We would 

remind you that mey of the mechanical contractors and suppliers on whose behalf I am 

spealdng use and pay- for the services of Inland Natural Gas. None of these members 

takes issue with the monopoly status of Inland Natural Gas in supplying natural gas. 

They do, however, e:x;press serious opposition to Inland Natural Gas using their 

monopoly status and entering into competition with their ratepay-ers and with other 

companies who do not have a monopolistic status that is approved by the Utilities 

Commission. 
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In their proposal to merchandise natural gas equipment, Inland Natural Gas intends 

to use their monopolistic status to provide unfair competition 1-ri th contractors and 

entrepreneurs whose business it is to supply and install the €!J3B equipment. We say 

this is unfair competition, because their ma.rketing program will benefit from a 

captive audience of their customers or would-be customers, and secondly because 

ratepayers, who include the contractors and entrepreneurs against whom Inland 
AtZJi, 

proposes notT to compete, i~ underwriting this competition. 

More specifically, the advant£l€8s of a Utility that has monopolistic status are in 

the areas of capitalization, administration and overhead, name, credit 

information, billing, and direct from ma.nufacturer ordering. 

Our Association and the people on behalf of whom I speak do not oppose marketing 

activities of Inland Natural Gas that promote the sale and installation of energy 

consuming equipment. This promotion, ha.vever, should be designed to assist the 

contractor who sells, installs and services this equipment and also the wholesalers 

from whom the contractor purchases his equipment. Both of these types of 

businessmen, contractor and wholesaler, ensure our citizens of competitive prices 

and continued services, based on performance and not on a monopolistic status. 

We would ref'er you to the letter of' J .L. Randall, Vice President Marketing and 

UtilityPlanning, toMr. Michelsonand theBritishColumbiaUtilities Commission on 

Ju1y 15, 1986. On the first pfl€8 of this letter Mr. Randall outlines a promotional 

incentive program to assist new and existing customers to install natural gas 

heating equipment. On this page he indicates that "customers are free to purchase 

their heating equipment from the dealer of their choice and have it installed by a.rw 
qualified dealer and be eli~ble for the promotional incentive. There is no 

stipulation that they must purchase their equipment from Inland or a.rw specific 

dealer. He adds the program will be promoted, upon approval, in such a way that all 

furnace retailers and dealers in our service area will understand that customers 

will be eli~ble for the promotional incentive." 
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The TJiechanical Contractors Association of British Columbia and the loca~ 

associations of mechanical contractors in the marketing area of Inland Natural Gas 

do not talm exception to this incentive program if it is carried out the way Mr. 

Randall has indicated. We endorse Inland's promotional progr-am to have people 

convert from alternative energies to natural €fl8· What v:re object to, however, is 

described in page 2 and subsequent pages of lVIr. Randall's letter to I•Tr. Michelson. 

Mr. Randall writes that Inland will offer "the consumer a package of reliable ener {!)! 

information, quality products, arranged installation and warranty". This, Mr. 

Chairman and Commissioners, is what InElchanical contractors and those for whom we are 

speaking today are totally opposed to. That is unfair competition. 

We do not oppose marketing act i viti es of Inland Natural Gas that promote the sale and 

the installation of energy consuming equipment. In fact, we applaud such 

activities. This promotion, however, should be designed to assist the contractor 

who sells, installs and services this equipment. It should also assist the 

wholesaler from whom the contractor purchases his equipment. 

We are informed by Inland Natural Gas that they intend to employ contractors to 

install the equipment they sell. It is a fact that "labour only contracts" are 

undesirable for contractors because of their increased risk factor. You are 

informed by Inland Natural Gas that n:rurufacturers have agr-eed to warrant their 

equipment and Inland is asking dealers or installers to warrant only their o.m 

labour on the installation for a one year period. Regardless of what price the 

contractor puts on such a responsibility, he remains at considerable risk since he 

has no contractual relationship\vith the manufacturer and/or wholesaler. We would 

again remind you that the proposal of Inland Natural Gas if approved by the 

Commission would eliminate the competition of wholesalers. 

You have been informed that there has been considerable enthusiasm on the part of 

dealers or installers for Inland's proposed merchandising program. The petitions 

that have been signed by contractors and wholesalers in the Prince George, Quesnel 

and Kelowna areas contradict this statement. In fact, i:f these lists are examined 
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you will undoubtedly find that a considerable number of the dealers or contractors 

\vho have agreed to install Inland equipment have signed the petition ag:tinst their 

proposed merchandising program. Wby? Because as contractors they lmow the 

difficulty of labour only contracts. They simply do not work. Also, they lmow 

that Inland as a competitor will soon put them out of business. Why have they, 

therefore, signed this deal with Inland? Contractors have signed this deal ivith 

Inland because it is a matter of survival. You have only to look at your yellow 

p~s to see how many contractors and wholesalers there are in this part of the 

province and then look at the permits that have been taken out in your various 

municipalities to understand why most of our contractors and wholesalers tod~ 

grasp at acy straw- of hope of income. 

One of the arguments that Inland Natural Gas cites for this proposed merchandising 

program is the recent change in provincial policy and federal changes in the 

regulation of natural g;dS. As the chief executive officer of Inland Natural Gas 

stated in a letter to the r1echanical Contractors Association, "Inland is being faced 

with what has been termed 1 gas -on- gas 1 competition". In the annual. report for 

the year 1985 InlandNaturalGas "reg:u-ds this as ahistoric opportunity for growth 

and has been planning and restructuring to take advantage of the many avenues for 

expansion and diversification opened up by these changes in ener& policy". We 

would suggest that if competing with their ratepeyers and customers, rather than 

competing-tvith other rrarketers of natural gas is one of these avermes for expansion, 

Inland Natural Gas is contradicting their exciting Adventure Inland British 

Columbia program which received such wonderful press not too many months ago. 

To surrn:na.rize, the Mechanical Contractors Association on behalf of rembers and of 

ruany other small businessmen and taxp~ers in British Columbia oppose the 

"unregulated" utility activities and their impact on traditional mrketing and 

contracting businessmen as proposed by Inland Natural Gas. We do not fear or oppose 

free competition in our industry; in fact, we want competition. We do, hmvever, 

oppose and, to be honest, fear the unfair competition of utilities because of their 

monopolistic advantages arid subsidized operations. 
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Y.le would request that Inland Natural Gas call off their proposed new merchandising 

program and replace it with a program that recognizes the traditional wholesalers 

and contractors as their partners. This implies the recognition of contractors as 

suppliers as well as installers of the total product line of gps burning equipment. 

\'le 1vollld sincerely request that the British Columbia Utilities Commission use this 

public hearing and their influence to have Inland Natural Gas accept our request. 

Thank you for your consideration 

Respectfully submitted, 
/," 

V~ Q ~ IAw,rr' 
V.J. Traynor 

Executive Vice President 

VJT:jg 
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Utilit~ Subsidiaries 

Columbia 
- NGV 

Fort Nelson 

Peace River 

Grande Prairie 

Non-Utilit~ 

Inland Development 

Inland Gas & Oil 

Trans Mountain 

Inland Gas Marketing 

Other 

Total 

Per Vol. 4A, Tab 1, Page 

Non-utility charges 

INLAND NATURAL GAS CO. LTD. 
ALLOCATION OF VANCOUVER OFFICE CHARGES 

TO SUBS AND NON-UTILITY 
YEARS ENDED JUNE 30 

1985 1 9 8 6 
Test Year Forecast Charged Actual Costs 

EXHIBIT 
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N/A 33,353 
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INLAND Nl\'l'URJ\L GAS CO. IliD. 

CAPITALI1ATI<N OF UfiLITY NID tUHJI'lLITY ASSF.l'S 
1\s at June 30, 1986 

($000) 
Consolida-

O:nsolldated tion and Balance 
Line Capital Deduct-Ncr~ Feco.lrse Eliminaticr~ Inland Inland other Nco-
No. Particulars Structure Trans Mtn. COlunbia Fort Nelson Entries ~1 Utilit;i Utilit;i Utilit;i 

(1) (2) {3) ----r.n- (5) (6) ) (B} (9} (10) , 
1 Debt 
2 Short-term debt $ 23,503 $ 1,424 $ 2,526 $ (174) (5) $ 19,732 
3 Current maturities 5,604 3,000 133 25 2,446 
4 29,Ii57 22,I7S $ 11,399 $ 721 $10,056 
5 Lcng-term debt 
6 Inland first rortgage J:onds 22,314 22,314 
7 Debentures - Series A 9,840 9,B40 44,209 2,795 
8 -Series B 14,850 14,850 
9 -Series C 25,000 25,000 15,519 4,981 4,500 

10 Columbia 
11 First mortgage bonds 1,292 1,292 
12 Fort Nelscr~ 
13 First mortgage bonds 320 320 
14 Trans llbuntain 
15 Term notes 20,000 20,000 
16 Promissory notes 28,(X)() 28,000 
17 I2I,tiHi 72,004 S9,72S 7,77~ 4,500 
18 ~ 19 Pr ence Shares 15,918 15,918 14,972 946 
20 Camn::ln D:}Ui ty 
21 Camrt:x1 Shares 5,845 5,845 2,955 187 2, 703 
22 Contributed surplus 47,382 

7,412(l) 
47,382 8,977 567 37,838 

23 Retained earnings 40,412 33,000 34,800 2,200 (4,(X)()) ...... ,... 
24 §J,i))lj 86,227 46,732 2,lJi)4 36,541 I'D 

3 
25 260,280 52,424 3,951 171 7,407 196,327 
26 Cost of shares held by Trans ~ (52,036) (52,036) ...... 
27 ~208,244 s 388 - 3.2SI s 171 s 2.401 !96.321 ~u2.s:n S I2.J2Z ~51,099 

cr 

28 (l)CollllTbia $ 4, 302 
Fort NelScrl 527 
All Others 2,583 s 7,412 
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