SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, B.C. V6Z 2N3 CANADA
web site: http://www.bcuc.com

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-33-07

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Terasen Gas Inc.
Application for the Approval of a Two-Year Extension
of the 2004-2007 Multi-Year Performance-Based Rate Plan for 2008-2009

BEFORE: L.F. Kelsey, Commissioner
L.A. Zaozirny, Commissioner March 22, 2007
ORDER
WHEREAS:
A. Commission Order No. G-51-03 approved for Terasen Gas Inc. (“Terasen Gas”, “the Company”), the

Settlement Agreement for a 2004-2007 Multi-Year Performance-Based Rate Plan (the “Settlement”); and

. The terms of the Settlement required Terasen Gas to hold a Mid-Term Assessment Review to provide an

expanded annual review and information on its current and future year activities prior to the end of the third
year (2006) of the Settlement; and

Commission Order No. G-121-06 established the regulatory timetable including a 2006 Annual Review and
Mid-Term Assessment Review on November 15, 2006 (the “Workshop™). During the Workshop, the
Company discussed the possibility of an application for the extension of the current Settlement; and

On January 19, 2007, Terasen Gas filed its Application for the Approval of a Two-Year Extension of the
Settlement Agreement for a 2004-2007 Multi-Year Performance-Based Rate Plan Settlement for 2008-2009
(the “Application”); and

In its Application, Terasen Gas states that it engaged in stakeholder consultation during December 2006 and
January 2007 with representatives from the following stakeholder groups:

e  British Columbia Hydro and Power Authority (“BC Hydro”);

e Ministry of Energy of Mines & Petroleum Resources (“MEMPR?”);

¢ Inland Industrial Group;

e British Columbia Public Interest Advocacy Centre on behalf of the British Columbia Old Age
Pensioners’ Organization et al. (“BCOAPQ”);
Avista Energy Canada Ltd.;
e Elk Valley Coal Corporation;

BC Health Services;
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o Commercial Energy Consumers Association of British Columbia;
e Lower Mainland Large Gas Users Association; and
e |Gl Resources Inc., a BP Energy Company (“IGI Resources™)

. Appendix A to the Application sets out the proposed terms of a two-year extension and are the same as those
reviewed with stakeholders during consultation. The proposed terms are mostly extensions of the terms in the
current Settlement and contain similar formula, mechanisms, methodologies and wording; and

. The Application includes a stakeholder letter from MEMPR dated December 21, 2006. MEMPR states that it
would support a two-year extension period to the Settlement; and

. In a letter dated January 22, 2007, BC Hydro stated that it was willing to support a two-year extension of the
Settlement with terms as per the Terasen Gas draft term sheets discussed at the stakeholder meeting; and

The Commission by Order No. G-8-07 established a written regulatory process for review of the Application;
and

MEMPR in its Comments of February 5, 2007 support a two-year extension period to the Settlement as
indicated in the letter dated December 21, 2006; and

. On February 9, 2007 BCOAPO filed its Comments. BCOAPO is supportive of an extension of the Settlement
Agreement for a 2004-2007 Multi-Year Performance-Based Rate Plan for 2008-2009 and provided a few
additional comments including service quality indicators (“SQI’s”); and

. On February 2, 2007 1GI Resources filed its Comments. 1GIl Resources support a two-year extension of the
Settlement with a single qualification. 1GIl Resources states that the extension of the Settlement should be
accompanied by a submission from Terasen Gas stating that during the term of the of the extension the
Company will not ask the Commission for reconsideration of its equity thickness or return on equity (“ROE”)
values; and

. On February 16, 2007 Terasen Gas filed its Reply Comments. The Company’s response to BCOAPO notes
that the SQI’s would be addressed as part of the next revenue requirements proceeding as suggested by
BCOAPO. In response to IGI Resources, Terasen Gas states that it has no current plans to make an
application regarding its equity thickness or ROE. Terasen Gas also submits that the qualifications suggested
by IGI Resources place an unreasonable restriction on the Company and would be an inappropriate precedent;
and
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N. On March 1, 2007 the Commission received an application from Fortis Inc. (“Fortis”) applying for the
approval of the Acquisition of the Issued and Outstanding Shares of Terasen Inc. (the “Acquisition”). Ina
letter dated March 1, 2007, the Commission offered Intervenors an opportunity to comment on the
Application in light of the proposed Acquisition. In the letters of Comment submitted by the MEMPR,

BC Hydro and BCOAPO there were no concerns regarding the Acquisition in relation to the Application.
The Company, in its Reply Comments dated March 16, 2007, is of the view that the two-year extension of the
Settlement is warranted and is in the best interests of the Company and its customers; and

O. The Commission has reviewed the Application, Comments, and Reply Comments received and considers that
approval is warranted.

NOW the Commission orders as follows:

1. The Commission approves for Terasen Gas the two-year extension of the Settlement Agreement for a 2004-
2007 Multi-Year Performance-Based Rate Plan for 2008 and 2009 as outlined in Appendix A of the
Application and also attached as Appendix A to this Order.

DATED at the City of Vancouver, in the Province of British Columbia, this 23 day of March 2007.

BY ORDER
Original signed by

L.F. Kelsey
Commissioner

Attachment

ORDERS/G-33-07_TGI 04-07PBR Ext-08-09
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