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ORDER
NUMBER __G-26-89

RROVINCE OF BRITISH COLUMBIA

BRITISH COLUMBIA UTILITIES COMMISSION

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

and

IN THE MATTER OF an Application by
Northland Utilities (B.C.) Limited

BEFORE: J.D.V. Newlands,
' Deputy Chairman and
Chairman of the Division;
W.M. Swanson, Q.C,,
Commissioner; and
W.A. Best,
Commissioner

May 10, 1989
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ORDER

WHEREAS a public hearing pertaining to Northland Utilities
(B.C.) Limited's ("Northland") Application dated December 20, 1988 for a
general rate increase proceeded before the Commission at Dawson Creek, B.C.
on April 11, 1989; and

WHEREAS pursuant to Order No. G-1-89 Northland was
granted an interim, refundable rate increase of 6.51% effective January 20,
1989 for the 1989 test year and an additional 1.7% over existing rates effective
January 1, 1990 for the 1990 test year; and

WHEREAS the Commission has considered the Application and
evidence adduced thereon, all as set forth in the Reasons for Decision issued
concurrently and attached as Appendix A to this Order.

NOW THEREFORE the Commission hereby orders Northland
Utilities (B.C.) Limited as follows: |

L. The Commission confirms as firm, the interim rates in
effect on January 20, 1989.

2. The Commission will accept, subject to timely filing,
amended Gas Tariff Rate Schedules which conform to the
terms of the Commission's May 10, 1989 Reasons for
Decision.
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3. Northland shall comply with all of the directions of the

Commission contained in the attached Reasons for
Decision issued concurrently.

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

ya
Columbia, this /ﬁ /;iay of May, 1989,

N ANewlands
eputy Chairman and
Chairman of the Division

Attachment
381/48/ac



REASONS FOR DECISION % G-16 -57 ?

APPENDIX A

(1 Marketing

Northland Utilities (B.C.) Limited ("Northland") states at p. 8 of its Application:

"Residential and commercial sales are forecast to remain
relatively unchanged. As shown on the schedule below, sales per
customer have decreased since 1983 by 9.5% for residential
customers and 13.8% for commercial customers.”

At p. 9 of the Application, Northland states:

"Northland forecasts that the decline in sales per customer for
residential and commercial customers have begun to level off."

At Transcript pp. 21-35, Northland responds to questions concerning declining
sales, sales forecasts and marketing effort. The Company stated that declining
sales have been a direct result of fuel price shocks of the mid-1970's and the
energy conservation response of consumers. At Tab 2, p. 3 of Exhibit 4 the

Company says:

"The Company has maintained its market share with respect to
residential and commercial space and water heating appliance
markets, with penetration levels of 99% and 95% respectively.
Market penetration of natural gas ranges and clothes dryers has
been maintained at recent historic levels of approximately 15%."

The Company stated that there is no significant competition for natural gas for
space and water heating load due to relatively low natural gas prices in the
service area. It also stated that the low penetration of natural gas ranges and
clothes dryers is historical and related to the relatively high natural gas
appliance and installation costs. The Commission would encourage the
Applicant to seek solutions to installation costs and to promote the benefits of

natural gas for cooking and clothes dryers.




At Transcript pp. 33-35, the Company responds to questions about the market
for natural gas for vehicles ("NGV") and acknowledges that an apparently
successful NGV outlet exists in Fort St. John where the market and alternative

transportation fuel prices are similar to those in Dawson Creek.

In view of the forecasted limited growth potential for traditional natural gas
load in Dawson Creek, the Commission encourages Northland to carefully
assess the viability of marketing NGV in its service area through an aggressive

and competent NGV retailer,

(ii) Dawson Creek System Operating Pressures

Evidence was presented by Northland in the 1983 Rate Hearing to support its
position that the Company would be unable to meet its system load in peak
conditions if the low delivery pressures from Westcoast were to persist into
the next heating season. To overcome this situation, the Company proposed to
construct a 168 mm loop parallel to the existing 114 mm feeder main at an
estimated cost of $200,000. At the Commission's suggestion the Company
investigated alternatives and in the interim obtained a no-cost commitment
from Westcoast that its main line pressure would be sufficient during the
winter of 1983/84 for Northland to maintain supply. The Commission, in its
Decision of December 16, 1983, requested Northland to forward an analysis of

alternatives to the looping project.

The Commission notes that subsequent to its December 16, 1983 Decision,
Northland successfully negotiated a conditional increase in its minimum
contract supply pressure from 100 psig to 150 psig. The terms of this
agreement with Northland's supplier, Peace River Transmission Company
Limited ("Peace River"), are contained in the April 13, 1987 letter agreement
between Northland and Inland Natural Gas Co. Ltd. (the parent company of
Peace River). This letter agreement can be found at the end of Exhibit 4,
Tab 3. The cost to Northland for this increase in pressure will be the monthly

cost of service associated with the pipeline improvements to be made



- by Westcoast to provide higher pressure to Peace River which, in turn, will
provide 150 psig to Northland. The Westcoast capital cost for providing this

pressure increase is estimated to be approximately $50,000.

The Commission notes that Northland has also been successful in having its
Pipeline Act operating permit modified to allow operation of the gas

distribution system at 150 psig.

Prior to finalizing the agreement with Peace River for increase in minimum
supply pressure, Northland is requested to advise the Commission by
November 1, 1989 what load increase can be accommodated by minimum
supply pressure of 150 psig, to estimate when such load will be realized, and to
advise whether there is an economic advantage to achieving higher minimum

contract supply pressure.

(iii) Hearing Costs

Due to the participation and cooperation of all parties, the hearing costs have

been significantly reduced and the hearing expedited.

(iv)  Regulatory Process

The Applicant responded to the Commission's invitation to suggest
enhancement to the regulatory process. The Commission has considered the
evidence inconclusive at this time.

(v) Decision

The Commission orders as follows:

l.  Northland is to adopt mid-year deferred income tax balance as a deduction

in rate base to be consistent with the Decision dated December 16, 1983,




Northland is to achieve a mid-year common equity component of

app'roximately 40% in fiscal 1990.

A fair and reasonable rate of return on common equity for Northland
should be in the range of 14.00% to 14.75% for test years 1989 and 1990.

Northland is to expense and write-off for income tax purposes total
hearing costs of approximately $17,000 in 1989, as opposed to the
Application provision of $30,000 for a two-year amortization. The
Commission recognizes that the Applicant's proposed period is more
appropriate in view of the two test years application, however the
Commission adopts the one-year amortization in this particular case to

maintain rate stability.

The interim increase of 6.51% effective January 20, 1989 approved by
Order No. G-1-89 is hereby confirmed. Northland is to increase its rates
by a further 0.92% over its current existing rates effective January |,
1990 as a result of Adjustments l. to 4. above, rather than 1.7% approved
as interim rates in Order No. G-1-89. As a result, Northland is given the
opportunity to earn a normalized rate of return on common equity of
14.6% in 1989 and 14.5% in 1990 as shown in the attached Schedules I to IV,

Northland is to increase its monthly fixed charges from $3.00 to $5.00 to
all customers effective January 1, 1990. Revised tariff schedules together
with a reconciliation of rates must be submitted to the Commission for

approval 30 days ptior to the effective date.
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DATED at the City of Vancouver, in the Province of British Columbia,
this /055 of May, 1989.

e
J.D.@ NEWLANDS, Deputy Chairman
and Chairman of the Division

Z '(/4/{ 7 XA Tt Lo _

W.M. SWANSON, Q.C., Commissioner

W.A. BEST, Commissioner”’




KOPTELAND UTILITIES B.C.) L

.......

Per Apglication ipplicant's ipended Commission hdjusted
FISCRL 1689 {DEC. 20, 1988} Adjustrents 1984 Aéjustrents Balances
SALES VOLUXE {TJ} 1,287 1,287 1,287
UTILITY REVERUE
Gas sales §4,08% 54,058 §4,099
Other B! 1 1
Revenue deficiency 287 207 287
Toral 4,187 4,387 {,387
Less- Cost of gas 2,650 2,650 2,850
Grogs margin 5 1,71 1,117
(PERATING EXPENSES
Transzission & distribution £07 407 407
¥arketing 17 17 17
Customer Accounting 223 423 223
sdzinistration 254 254 ¢z (1] 25%
Taxes - other 124 124 124
Depreciation 134 13 134
Qther expenses
1,158 1,158 1,161
Usility incore pefore taxes 358 558 556
Income tazes-current 123 123 128
-deferred 30 3 24
Total 18] 153 150
ELRKED RETURK $40% 5408 §406
UTILITY RATE BASE §3,251 §3,251 $2,983
........... zz22 zzzzzzzzezozzzz szzzzzzzzzzzaes
RETURN ON RATE BASE % 12.46 12.48 13,61

[1] Total hearing cost amortized in 19§8.
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Gas sales

Other .
Reverue deficiency

Less- Cost of gas

Gross margin

QEERATING EXPENSES
Transpissicn & distributien
¥arkering

{ustomer Accounting
Adzinistration

Tazes - cther

Depreciation

Other expenses

Urility income pefore taxes

Income tazes-current
~deferred
Total
EARKED RETURN
UTILITY RATE BASE
RETURK ON RATE BASE %

.

1
{2] Reduced hearing cost.

Per Applicaticn Applicant Apended Commission Adzusted
{DEC. 50, 1988) Aéjustment 1350 hdjustrents Balances
1,291 1,281 1,291 v
54':3} 84,131 $4,131
Y i i
1Y 342 EETRRY 307
{41 4,474 §,43%
2,678 2,678 2,678
1,79 1,75 1,781
448 448 448
18 18 1
236 238 236
266 266 182 251
131 131 131
138 138 138
BT
55§ 559 539
133 133 110
21 21 27
154 154 137
8405 $403 $402
§3,488 $3,26% §2,974
12.39 12.39 13.52

[1] Commission adjustment to revemue deficiency.




NCRTALAND UTILITIES (b.C.} LIMITED
_RLLITE RATE BASE [3000) ooeoos
Per Applicaticn hzended hdjusted

FISCAL 1585 FORECAST (DEC. 20, 1988} Balances
Gross plant 56,956 §6,95¢8 56,856
jecumulated depreciation” {1,728} {1,729} {1,729)
Less: Contributions {2,332) {2,332) {2,332}
Plus: Amert. Contributions i 174 174
End of year base TTTTTTTIURS NI TTTTTTRY
Beginning of year bass 3,078 3,078 3,070
Wwe. value of facilities 3,003 T Lm T
Deferred tazes 1260}
¥orking capital allowance 178 178 170
Uilicy Rate Base 8,01 B 32,98
PISCAL 1330 FOREGMST
tross plant §7,12 $7,128 $7,125
Accupuiated depreciation {1,914) {1,914} {1,814}
Less: Contributions {2,351 {2,351) {2,381
Plus: Amort. Comtributicns 221 221 221
End of year base I 15 TR KN 3
Beginning of year base 3,068 3,668 3,088
ke, value of facilities 3075 BT BN
Deferred tares (28}
¥orking capital allowance 143 193 185
Utility Rate Base §3,1688 §3,268 §2,574

{}i Deferred tax as deduction from Rat# Base.
Z

Reduced hearing cost provisions.



Schedule I
KORTHLAND UTILITIES (B.C.) LIXITED zezzsszzszss:
_______________ TA§E§-§N UTI%I?? I§CO§E 15600
""""""""""""""""" FORECAST 1983 - FORECAST 1850
Income before tazes TN TTTTTTTERNS
Deduct: interest on debt {206) i1 {220)

3dd: non-tax deductible
expenses (net)

decounting income after tax 35¢ 318
Deduct: timing differences {55) (2 {83
Tazable income after tax 195 258
Tax at 42.84% 126 110
Deferred income tax 24 27
TOTAL §150 §137
11] Interest expense based on forecast balances and rates.

) 5y x 5 . P -n N N .

(2] Timing differences adjusted to reflect hearing cost reductions



KORTHLAKD UTILITIES (B.C.) LINITED

RETURN OK CAPITAL {8000
Capitalization Commission Capitalizaticn % Average Cost
FISCAL 1989 FORECAST per Application Adjustments Arount Percentage ¥ Exbedded Cost  Component %
Long Terz Debt 1,547 §1,347 54.82 13,320 7.30
Reserve for injury/damages 56 " 56 1.98 0.00
Deferred taxes 263 {263) 0 0.00 : 0.60
Toxron Equity 1,218 1,218 43.20 %4.606 6.31
§3,088 2,822 100.00 13,61
Capitalization Cozmissior Capitalization ¥ Average Cost
FISCAL 1890 FORECAST per hpplication Adjustments Amcunt Percentage % Eebedded Cost  Componsnt %
.................. ¥i
Long Term Debt §1,541 §114 §1,65% 58,04 13,300 1.12
Keserve for Injury/dazages 56 ) 56 1.96 0,00
Deferred tazes 249 [;, (289) 0 .00 N .00
J by
Ceazon Equity 1,254 {114) 1,140 40.00 14,500 5,80
§3,140 82,851 100.00 13.52
gl} Deferred rax as deduction from Rate Base.
) Equity at 40% with difference as Long Tern Debt.
[3] Approved Return on ComEon Zquity.



