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

and

An Application by Terasen Gas (Vancouver Island) Inc.
for a Certificate of Public Convenience and Necessity
for the Victoria Regional Operations Centre

BEFORE: M.R. Harle, Commissioner

A.W.KAnderson, Commissioner January 24, 2011
N.E. MacMurchy, Commissioner

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY

WHEREAS:

A.

On October 13, 2010, Terasen Gas (Vancouverlsland) Inc. (TGVI) submitted an application (Application) to
the British Columbia Utilities Commission (Commission), pursuant to sections 45and 46 of the Utilities
Commission Act (the Act), fora Certificate of Public Convenience and Necessity(CPCN) to acquire the
property known as Langford Parkway that consists of approximately 3.6 acres of freehold land located at
1017 — 1027 Langford Parkway, Langford, BC (Langford Property) and construct a new regional facility on the
site to be acquired (Regional Facility);

The lease forthe existing regionalfacility, located at 320 Garbally Road, Victoria, BC, expires on October31,
2012;

TGVI considered five alternativesinthe Application and determined that the purchase of the Langford
Property and the construction of the Regional Facility, with a total capital cost of $13.2 million plus $1.1

million of Allowance for Funds Used During Construction, is the preferred solution;

On June 15, 2010, TGVI enteredinto a conditional contractto acquire the Langford Property that is subject
to Commission approval being obtained by December 31, 2010. TGVI can extend the deadline by 30 days;

The date for Commission approval was subsequentlyextended to January 21, 2011,

By Order G-162-10 dated October27, 2010, the Commission established awritten publichearing process
and Regulatory Timetable to examine the Application;

2



BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER Cc-1-11

G. Submissionsunderthe Regulatory Timetable were completed with TGVIfiling its Reply Submission on
December 23, 2010;

H. The Commission Panel has considered the Application, the evidence and the submissions filed in the Written
PublicHearingand has determined, forthe reasons set outin the Reasons for Decision that are attached as
Appendix Ato this Order, thata CPCN with conditions should be granted for that part of the Application that
relates tothe purchase of the Langford Property and that a decision on the granting of a CPCN for that part
of the Application that relates to the construction of the Regional Facility should be deferred until TGVI
provides more informationin support of the Regional Facility thatit proposes to construct.

NOW THEREFORE pursuantto sections 45 and 46 of the Act the Commission ordersas follows:

1. A Certificate of PublicConvenience and Necessity is granted to Terasen Gas (Vancouverlsland) Inc. forthe
Langford Property Purchase subject to the conditions set outin paragraphs 2-5 of this Order.

2. TGVIagreestousereasonable effortstoresellinatimely way such portion of the Langford Property thatis
not required for public utility purposes.

3. TGVI willuse all of the revenue from the resale less expenses to reduce the cost of the Langford Property
that included in TGVI’s rate base.

4. The cost of the Langford Property shall be capturedina non-rate base deferral account at the purchase
closing date. The cost of the portion of the property required for the Regional Facility shall attract allowance
for funds used during construction (AFUDC) until being added to rate base in the appropriate land account
on completion of the Regional Facility, while the cost of the remainder of the property will attractinterest at
the average interest rate that TGVI pays.

5. TGVlisto file awritten confirmation of its acceptance of conditions(2), (3) and (4) priorto exercisingthe
Offerto Purchase, failing which the Applicationis refused.

6. Thedecisiontogrant a Certificate of Public Convenience and Necessity forthe constructi on of the Regional
Facilityisdeferred. The Commission directs TGVItofile areportby February 28, 2011 that provides
sufficient analysis and justification to support for the Commission Panel to assess the appropriateness of :

a) The expectedstaffinglevels fordistribution, transmission, business and information technology,
marketing, and alternative energy services.

b) Theexpected numbers of required service vehicles forsuch staffinglevels.

c¢) Basedon theforegoing, the amount of office, workshop, and warehouse space required for the Regional
Facility, includingthe numbers and types of parking spaces.
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d) Basedon theforegoing, the total and useable square footage of land required to the new Regional
Facility.

e) The proposedimpacton service quality, safety, and efficiency of the new Regional Facility in comparison
to other TGl and TGVI regional offices. This assessmentshould be supported by factual analysis using
criteriasuch as emergency response times, timetorespond to service calls, time toinstall services for
new customers, and average and maximum trip kilometres.

f) Ananalysis of the impact of consolidating TGVI’s transmission function and staff in Nanaimo.

DATED at the City of Vancouver, Inthe Province of British Columbia, this 24" day of January 2011.
BY ORDER
Original signed by:
M.R. Harle

Commissioner
Attachment

Orders/C-1-11-TGVIforthe Victoria Centre-Reasons for Decision
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IN THE MATTER OF

TERASEN GAS (VANCOUVER ISLAND) INC.
CERTIFICATE OF PuBLIC CONVENIENCE AND NECESSITY
FOR THE VICTORIA REGIONAL OPERATIONS CENTRE

REASONS FOR DECISION

January 24, 2011

BEFORE:

M.R. Harle, Panel Chair / Commissioner
A.W.K. Anderson, Commissioner
N.E. MacMurchy, Commissioner

TGVI Victoria Regional Operations Centre CPCN
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1.0 INTRODUCTION

By application dated October 13, 2010 filed pursuantto sections 45 and 46 of the Utilities Commission Act (Act),
Terasen Gas Vancouverlsland Inc. (TGVI) applies for a Certificate of Public Convenience and Necessity (CPCN) to
purchase landin Langford, BC and to construct a new regional operations facility (Regional Facility) on the site
(Application). The Regional Facility will replace the current Victoria regional facility on Garbally Road (Garbally

Facility), and asmall existing muster station in Langford.

The current lease for the Garbally Facility will expire on October 31, 2012, and TGVI wishes to move into the new
facility in October2012. The projectis estimated to cost $14.3 million,inclusive of $1.1 million of Allowance for
Funds Used During Construction. Commission Order G-162-10 established a written publichearingand
Regulatory Timetableto examinethe Application. Submissionsinthe proceedingwere completed when TGVI

filedits Reply Submission on December 23, 2010.

The British Columbia Old Age Pensioners Organization et al (BCOAPQO) and the Commercial Energy Consumers
Association of British Columbia (CEC) intervened in the proceeding. BCOAPO supportsapproval of the
Application, subjecttothree caveats thatrelate to project cost, the longterm usefulness, and potential disposal
of the facility. CECsupportsapproval of the Application and asks that the Commission Paneldirect TGVIto

addressthe efficiency of TGVI operationsinits next revenue requirements proceeding.

The Commission Panelis persuaded that the concept of a utility-owned Regional Facility has merit, and that the
proposed locationin Langfordis suitable. However, the facility must be sized and designed to cost-effectively
meet TGVI'sneedsinthe Victoriaareaforat least 20 years. Afterreviewingthe number of staff and the number
of service vehicles at other TGVI and Terasen Gas Inc. (TGI) regional facilities, the Commission Panel concludes
that more analysisis required before making adecision on the Regional Facility. Therefore, the Commission
Panel grants TGVI a CPCN with conditions to purchase the propertyin Langford. The Commission Panelfinds,
however, that there is not sufficientinformation and analysis provided by TGVI to justify the sizing of the
Regional Facility proposed. TGVlis directedtofile acomprehensive analysis that justifies the number of staff

and service vehicles to be accommodated at the Regional Facility.

TGVI Victoria Regional Operations Centre CPCN
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1.1 Confidential Information

TGVI requested that Appendices A, G, K, and R of the Application be held confidential because they contain
commercially sensitiveinformation about the land purchase and the construction of the facility. Ratherthan
limitthe issue of confidentiality to those Appendices and Information Requests and Responses relating thereto,
the process unfoldedin such a way that all the Information Responses by TGVI were filed on a confidential basis,

whetherornot an Information Request required a confidential response.

Giventherestricted nature of TGVI’s original request for confidentiality, the Commission Panel believes that the
extent of confidentialityclaimed in this proceeding may have been an unintended conse quence of participants
and the Commission attempting to meet the time constraintsimposed by December 31, 2010, the original date
requested forapproval of the CPCN. Due to constraints of time and confidentiality, the Commission Panelhas
referredtoinformationinthe confidential Information Request responses, but has notincluded confidential

information inthe Decision.

1.2 Jurisdiction

The Commission Panel considers that cost-effectiveness is one of a number of factors it can considerin deciding
whethertoissue orrefuse aCPCN. Also, undersection 46(3.1) of the Utilities Commission Act the Commission

Panelisrequiredto considerthe following matters when deciding whethertoissue a CPCN:

a) thegovernment’s energyobjectives

b) themostrecentlong-termresource planfiled by the publicutility undersection 44.1, if any,

No submissions onthese matters were received from TGVl orthe Interveners, nor on what constitutes public
convenienceand necessity. Inreviewingthe Application the Commission Panel, therefore, is particularly
concerned with the Application satisfying tests for cost-effectiveness and for meeting the government’s energy

objectives. These have been carefully consideredin arriving at our determinations.

TGVI Victoria Regional Operations Centre CPCN
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2.0 NEED FOR A NEW REGIONAL FACILITY AND ALTERNATIVES CONSIDERED

The new Regional Facility will replace the Garbally Facility as the regional operations centre for Victoria. TGVI
consideredits options to serve customersinthe Victoriaarea, and selected a utility -owned facility as the best
option. The Commission Paneldeterminesthatitisappropriate for TGVIto purchase land and construct the
Regional Facility, providing the facility constructed is fully suitable and cost-effectively meets the utility’s needs

for at least 20 years.

21 Existing Facility

The Garbally Facility is the regional operations centre for Victoriaand the surrounding areaandits lease at 320
Garbally Road, Victoria, BCwill expire on October 31,2012 (ExhibitB-1, pp.1, 9). Thesiteiszonedlight
industrial and contains a 147,216 square footyard and a 26,090 square foot building. The building consists of a
two storey office wing connected toadouble height volumewarehouse wing. The regional operations centre
contains administrative and planning support functions, regional marketing personnel for community relations,
business developmentand energy solutions functions. It also serves as the muster pointforfield construction
and maintenance and customerservice crews. Inaddition, the Garbally Facility has awelding shop area,

pipelineand measurements control with ashop area and material storage (ExhibitB-1, p. 9).

There are twoissues withthe currentregional operations centre:

(1) thecurrent spaceisno longersuitable (currentspace isapproximately 20 percentlargerthan
necessary due to the building’s inefficient layout)

(2) thelease doesnotcontainfixedleaseratesforitstwo five yearrenewal periodsandthereis

uncertainty regarding TGVI’s ability to negotiate and reach agreement for future lease extensions
(ExhibitB-1, pp. 11-12)

2.2 Operational Requirements forthe New Victoria Regional Facility

As resultof the lease forthe Garbally Facility expiring, TGVl and Terasen Gas Inc. (TGI) developed alongterm

space strategy for the new Regional Facility with the following objectives:

TGVI Victoria Regional Operations Centre CPCN
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e Buildingaspace to meetcurrentand future space requirements

e Havingregional facilities in the service areas of the Terasen Utilities

e Situatingregional facilitiesin suitableareas

e MeetingLeadershipinEnergy and Environmental Design (LEED) standards of the Canadian Green
Building Council (Exhibit B-1, pp. 10-11)

23 Alternatives Considered

The Application considered the following five alternatives:

Alternative1:

Alternative 2:

Alternative 3:

Alternative 4:

Alternative5:

Extend the existinglease foran additional 10years, and negotiate for anotherrenewal
optiontoallowfora further 10 years fora total of a 20 year lease period with no changes
to current facilities;

Negotiate anew lease forareduced facility footprint by approximately 4,459 square feet
of warehouse and 6,663 square feet of yard space on the West side. Renovations to

office, warehouse, and yard would be required;

Negotiate anew lease forareduced facility footprint on the East side and accommodate
both office and warehouse functionsin one building that was designed to be single
purpose. Renovationsto office, warehouse, and yard would be required;

Lease of a facility with suitable warehouse and office space; or

Purchase land and build suitable warehouse and office space (Exhibit B-1, pp. 16-23)

24 Analysis of Alternatives Over 10, 20 and 50 Years

Due to the lack of appropriately sized industrially zoned property inthe area specified, TGVI concluded that

Alternative4was notfeasible and excludeditin further evaluations (Exhibit B-1, p. 22). Alternatives1,2, 3 and

5 were analyzed using timeframes of 10 and 20 years. Alternatives3and 5 were also analyzed overa period of

50 years. Over 20 years, Alternative 5has the lowest presentvalue of revenue requirement, butitisonly

slightly lower than Alternative 3 (Exhibit B-2, BCOAPOIR 1.5.1).

TGVI Victoria Regional Operations Centre CPCN
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Table 4-4: Present Value of Revenue Requirement, Rate Impact and Cash Flow

20 Year Time Frame
Alternatives ($000's)
1 2 3 5
PresentValue of Revenue Requirement  18,454.50 19,765.20 18,268.70 18,089.40
Levelized Rate Impact-S$ / GJ 0.046 0.05 0.046 0.045
NPV of Discounted Cash Flow -$32.7 $165.3 $45.4 $118.2

(Exhibit B-1, p. 24)

When the alternatives are analyzed overa 10 year timeframe, Alternative 3 has the lowest, and Alternative 1

the second lowest, present value of revenue requirement (Exhibit B-4, BCUCIR 1.20.2).

For Alternatives 3and 5, TGVI also provided schedules showing the nominal revenue requirement, the present
value of the revenue requirement, and nominalannual rates fora 50 year period. Overa 50 year timeframe,
Alternative5has a presentvalue of revenue requirement thatis substantially less the presentvalue of revenue

requirement of Alternative 3 (Exhibit B-3, CEC IR 1.1.3, Attachment 1.3).

TGVI states that the site and building are being chosen to provide alongterm solutionto TGVI’s operational
needsintheregion; thereforethe 10 yeartimeframe overwhich to evaluate the projectis deemed
inappropriate. If asensitivity analysisis warranted, TGVI considers 50 years the suitable timeframe. Giventhe
20 year period forthe lease alternatives, TGVI considers 20years the appropriate timeframe for comparing all of

the alternatives (TGVI Final Submission, p. 10).

TGVI expectsto be serving natural gas customersinthe Victoriaareafor the longterm, and the comparison of
alternativesindicates that the costto ratepayers of all the alternatives considered will be substantially the same
overthe next 20 years. Overa shorter period like 10years, the leased options are likely to be less costly. Over
the verylongperiod of the next 50 years, Alternative 5, the utility-owned alternative is expected to be less
expensive. Based onthe foregoinganalysis of the cost to ratepayers of the alternatives, the Commission Panel

accepts TGVI’s evidenceand concludes thatitis suitable for TGVIto purchase land and construct the Regional

TGVI Victoria Regional Operations Centre CPCN



APPENDIX A
to OrderC-1-11
Page 8 of 17
Facility, provided the facility is appropriately located, sized, and designed so that it cost-effectively meets the

needs of TGVIand its customers for at least 20 years.

2.5 Preferred Alternative

TGVI has proposed Alternative 5: Purchase land and build a suitable warehouse and office space as the preferred

alternative. The Commission Panel supports this alternative because:

e thetwentyyeartime frameisthe most appropriate timeframe forcomparingall of the alternatives;

e thetwentyyeartimeframeisareasonable period for consideration of such an assetfor meeting
operational needsinthe region;

e Alternative5has the lowest presentvalue of revenuerequirement over 20years andis considerably
lowerthan Alternative 3over50 years; and

e thelevelized rate impactof all alternatives, including Alternative 5, is substantially the same over 20
years.

3.0 PROPOSED REGIONAL FACILITY IN LANGFORD

TGVI proposes to build the new Regional facilityin Langford, whichisashort distance to the west of Victoria.
The Commission Panelis persuaded thatthe locationis suitable, and finds no fault with the design and cost
estimate for the facility based on the number of staff and service vehicles that TGVIassumesin the Application
that it will need toaccommodate there. However, the Commission Panel is concerned that the evidence filed
does not provide sufficient justification forthe level of staff and service vehicles TGVIrequires. Normally the
issue of staff and resource requirements would be addressed inarevenue requirement proceeding. However, if
TGVI builds the facility as applied for, and itis subsequently found in another proceeding, or TGVI determines,
that the staff and resource levels proposedinthe Application are excessive, then TGVI ratepayers would have to

pay fora facility thatis more expensive thanis warranted by the staff and resource needs of TGVI.

TGVI intends to accommodate two more staff at the new Regional Facility than are currently at the Garbally
Facilityand the small musterin Langford. The number of service vehicles atthe new facility will be the same as

currently are at the twofacilities (Exhibit B-4, BCUCIR 1.3).

TGVI Victoria Regional Operations Centre CPCN
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3.1 Langford Property

TGVI requests Commission approvalto purchase the property known as Langford Parkway which consists of
156,673 square feetintwo lotsat 1017 — 1027 Langford Parkway in Langford, BC (Langford Property) (Exhibit B-
1, p. 27). Terasenhasrequestedthatthe vendorcomplete alotline adjustment of the two lots totalling 167,012
square feetintoone lot of 156,673 square feet. Ifthe lotline adjustment does notwork outasintended, TGVI
may be required to purchase both lots, which would add $346,647 to the purchase price. (Exhibit B-1, p. 35)
TGVI has an accepted Offerto Purchase the property ata firm price that it must exercise in January 2011, and
has requested an early decision from the Commission in orderto complete the required paperwork (Exh ibit B-4,
BCUC IR 37.1). TGVI engaged CBRichard Ellisto provide an Opinion of Value forthe Langford Property. The

accepted offerforthe propertyis below the identified range (Exhibit B-1, p. 37).

The Langford Propertyislocated off of Jacklin Road and isin close proximity to Highway No. 1. TGVI confirmed
that the property has no safety concerns for personnel, and permits convenient and safe fleet access. Initsdue
diligence, TGVI confirmed that the property is satisfactory with regard to soil, geotechnical, environmental, and
flood level considerations. Lightindustrial zoningisrequiredand TGVl is satisfied that the site may be used for
the purpose intended, with respect to permitted encumbrances, city code, building, and by law requirements.

(Exhibit B-1, pp. 28-9, 34, 36)

While the existing Langford muster willbe consolidated into the Regional Facility, TGVI anticipates thata new

muster for customer service staff may be requiredin the future closerto the City of Victoria (ExhibitB-1, p. 29).

The Langford Propertyisfee simpleland thatis zoned for commercial and industrial uses. Ithas been cleared
and there are no known archaeological or heritage sites onthe property. Asthe project will notimpact
aboriginal rights ortitle, TGVI determined that no First Nations consultationis required. Publicconsultation has

been limited to discussions with the City of Langford, which has expressed no concerns (Exhibit B-1, p. 45).

No material concerns have been raised by Interveners about the location or suitability of the Langford Property.
Subjecttoa Commission Panel concern about the size of the property which will be addressed in Section 5, the

Commission Panel determines that the proposed Langford Property is suitable for the Regional Facility.

TGVI Victoria Regional Operations Centre CPCN
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3.2 Construction of the Regional Facility

TGVl intends to constructa building with 12,012 square feet of office space and 9,771 square feet of warehouse
and shop area. The space includes an allowance for 9 percentfuture growth (Exhibit B-1, pp. 27-9). TGVIplans
toinclude six more fleet parking stalls thanits current number of service vehicles, plus anumber of other

parking stalls (Exhibit B-4, BCUC IR 4.3).

The operational requirements forthe new Regional Facility are described earlierin Section 2.2. TGVI engaged a
consultantto complete aschematicdesign of the facility. The final design will be completed upon approval of

the Application (Exhibit B-1, p. 30). The building willbe constructed to the base certification standards adopted
by LEED, and will include installation of aground source heat pump for building heating and cooling. Also, it will

use natural ventilation and lighting (Exhibit B-1, p. 42-4).

The lease forthe Garbally Facility expires at the end of October 2012, and TGVI proposesto move into the new
Regional Facility in early October2012. The projectschedule inthe Application anticipated Commission
approval by the end of December 2010, with design developmentto startin January 2011 and construction to
startinNovember2011. TGVI statesthatthe timeline could be condensed by three monthsif required.

(ExhibitB-1, pp. 31-2)

TGVI engaged WorleyParsons Canada Service Ltd. toreview the cost estimate forthe project. The consultant
confirmed that the estimate for the Regional Facility meets the Advancement of Cost Estimating Class 3 level

requiredfora CPCN application (Exhibit B-1, p. 38; AppendixS).

The cost estimate forthe Regional Facility is $13.2 million, plus $1.1 million of Allowance for Funds Used During

Construction (Exhibit B-1, cover letter).

CEC submits that the office space allocation forthe Regional Facility is the most efficient of all of the TGVI and
TGl regional offices. CECsubmitsthat TGVI followed appropriate practices to prepare the cost estimate and that

the estimates are suitable (CECFinal Submission, pp. 2, 5).

TGVI Victoria Regional Operations Centre CPCN
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BCOAPO statesthat the cost estimate contains significant contingency and escalation amounts, and that it will
be concerned if there are significant over-runs (BCOAPO Final Submission, p. 2). TGVI responds thatit has taken

appropriate measuresto mitigate against such concerns including the engagement of appropriate subject

matterexperts (TGVIReply Submission, p. 2). The Commission Panel accepts TGVI’s submission.

BCOAPO has also expressed concerns about the disposal of the property at some future date and suggests thata
“high regulatory bar” should be imposed on TGVI. TGVIdeems such an eventuality as speculative and irrelevant
to the question before the Commission regarding the publicinterest considerations of the current application

(TGVIReply Submission, p. 3). The Commission Panelconcurs with TGVI.

BCOAPO has also raised concerns about the future obsolescence of the facility and TGVI’s responsibility for
remediation costs. TGVIsubmitsthatitisacquiringthe facility to support customerservice inthe regionand has
no knowledge orinformation atthe presenttime to suggestits functionality would be obsolete. Itcannot
prejudge future facts or speculate on what might occur inthe future (TGVI Reply Submission, p. 3). The
Commission Panelwilladdress concerns about the future suitability and size of the proposed Regional Facility in

the next section of this Decision.

No other material concerns have been raised by Interveners about the facility design or the related cost
estimate, and the Commission Panel has notidentified other concerns. The Commission Panel accepts the
facility design concepts and the methodology used to develop the cost estimate forthe Application. However,
as identified in the Introduction, the Commission Panelremains concerned about the adequacy of justification
for the number of staff and service vehicles that need to be accommodated at the Regional Facility. Any changes

to these could affect both the facility design and the cost estimate.

4.0 ANALYSIS OF SIZE OF NEW REGIONAL FACILITY

TGVI designed the proposed Regional Facility to accommodate slightly more staff and service vehicles than the
currentnumbers at the Garbally Facility. TGVI proposesto acquire 156,673 square feet of property, and
construct a buildingwith 12,012 square feet of office space and 9,771 square feet of warehouse and shop area.
Based on the informationfiledinthe proceeding related to TGl and TGVI staffing levels throughout British
Columbia, the Commission Panel finds that a case could be made that TGVI might be able to meet customer

needsinthe Victoriaareafromthe new Regional Facility with a substantially reduced staffinglevel. Therefore,

TGVI Victoria Regional Operations Centre CPCN
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to fully considerthe sizing of the facility the Commission Panel needs a detailed analysis justifying TGVI’s staffing
needs. Staffinglevelstobe accommodated atthe new Regional Facility need to be re -evaluated in detail before

construction of the facility in Langford can be approved.

4.1 Comparison of TGVI and TGl Regional Offices

TGVI provided detailed information about the number of staff and service vehicles at TGVl and TGl regional
offices (Exhibit B-4, Attachment 1.7). Based on thisinformation, the Commission Panel concludes that it must
undertake adetailed evaluation of the number of staff and service vehicles that TGVIis likely toneed to

adequately service the Victoria area.

The CEC submitted that the proposed Victoria Regional Facility appears to be the least efficient operations
centre interms of customers peremployeeand customers pervehicle. CECexpressed concern aboutthe
efficiency of the complement of employees and vehicles for the number of customersto be serve d, and felt that
the evidence available may not fully explain whether or not the planningforthe proposed centre includes the
appropriate sizing of the number of staff to be moved overfrom the Garbally Facility. Nevertheless, CEC states
that its concerns regarding efficiency and productivity can be handled within the new location, and asks that the

matterbe addressedinthe nextrevenue requirements proceeding. (CECFinal Submission, p. 2)

TGVI repliesthat determining efficiency based on the ratio of employeesand vehicles to customersis notalways
appropriate; TGVIidentifies anumber of otherfactors that need to be takeninto consideration when

determiningthe number of employeesthatare needed ata location (TGVI Reply Submission, pp. 1-2).

The Commission Panel recognizes that several factors influence the number of staff and vehiclesneeded ata
regional operations centre. Atthe sametime, TGVI provided little in the way of factual evidence to support that
the current staffing at the Garbally Facility is fully required. Forexample, the responses to BCUCIR2.12 and 3.7
identify many of the staffing considerations that TGVl referstoinits Reply Submission, but provide no analysis
that explains why more staff and vehicles are required to service the Victoriaarea. Also, the Commission Panel
notes that one factor TGVI did not mentionis the age of the system, which would be expected to affect matters
like maintenance. Natural gas was made available to Vancouverlsland onlyabout 20 years ago, although older

propane and butane systemsin Victoriaand Nanaimo were incorporated into the natural gas system.

TGVI Victoria Regional Operations Centre CPCN
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An analysis that relates the number of staff and vehicles to criteria such as emergency response time, time to
respondtoservice calls, time toinstall services to connect new customers, and average and maximum trip

kilometres would provide afactual basis on which to compare the efficacy of Victoria operationsto other TGVI

and TGl regional offices.

The Commission Panel agrees with CECthata revenue requirements proceeding would be the ideal place to
evaluate the efficiency of operationsinthe Victoriaarea. The Commission Panel also concurs with CEC’s request
for TGVIto address the efficiency of its operationsinits next revenue requirements proceeding and anticipates
that the subject will be explored then. However, any reductionsin staffingand vehicles that results from such
an evaluation would come too late to be incorporatedinto the design and construction of the proposed
Regional Facility in Langford. Furthermore, the number of staff and vehicles largely determines the amount of
property that TGVI needs. Asa scenario analysis, TGVI estimated that an Operations Centre sized for 70 percent
of the office staff assumedin the Application and 80 percent of the operations staff would reduce project costs
by a correspondingamount. Forthisreason, the Commission Panel concludesthat TGVI must undertake a
detailed review and to evaluation to assess the reasonableness of the number of staff and vehicles that TGVI
reasonably needstoservice the Victoriaarea. The detailed analysis of these matters which isrequestedin
Section 5.1 could supplement an evaluation of the efficiency of TGVI’s Victoria operationsinits nextrevenue

requirements proceeding.

4.2 Staffing Levels and Numbers of Service Vehicles

TGVI provided detailed information about the number of staff and service vehicles at TGVl and TGl regional
offices (Exhibit B-4, Attachment 1.7). Acomparison of staffinglevels at the various TGl and TGVI regional offices
indicatesthat staffinglevelsin Victoriasignificantly exceed the levels at other TGl or TGVI regional officesin

terms of staff per 1,000 customers.

The number of service vehicles and the number of parking spaces for TGVI employees are significant drivers for
the amount of land that TGVI needs forthe Regional Facility. The Commission Panel concludesthatthe number
of service vehicles to be accommodated at the Regional Facility needs to be consistent with the number of staff

located there, and the amount of land forthe facility should be adjusted accordingly.
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The information about TGVI and TGl regional offices also indicates that TGVI Victoria has a high ratio of service
vehicles per 1,000 customers, compared to other TGVI and TGI Regional Offices. This suggeststhatdetermining

the number of staff likely to be accommodated at the Regional Facility and then re -assessing the number of

service vehicles and parking spaces required would be areasonable approach.

Two factors that will need to be considered in detailas part of this re-assessment are the impact of home and
job-site mustering, and the number of service vehicles that TGVI staff will use to commute to and from the
Regional Facility. Home and job-site mustering along with the loading bay parking required by Langford Parking
Regulations should reduce the number of fleet parking spaces, but there is no evidence before the Commission
Panel which states TGVI has adopted these alternative mustering practicesin Victoria as extensively as TGl has in
itsservice area. Also, tothe extentthata service vehicle is used to commute to and from the Regional Facility,

there would appearto be little need to provide an employee parking spotforthatemployee.

4.3 Design Basis for Regional facility

TGVI states that potential future amalgamation of the Terasen Utilities will notimpact the space requirements
forthe Victoriaregional operations centre asitis alreadyintegrated operationally with TGI (Exhibit B-1, p. 10).
The evidentiary record to date does not support this statement; itis apparent that the Victoriaregional office
has not completed the transition from being the head office of aseparate publicutility to aregional operations
office of a much larger utility. The Commission Panel concludes thatitrequires more information aboutthe
number of staff and service vehicles that need to be accommodated at the Regional Facility, and the
corresponding number of parking spaces. These numbers are an essential part of the design basis forthe
Regional Facility, and materially affect the amount of land and the size of the building thatare required. The

nextsection of this Decision will address this requirement.
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5.0 COMMISSION DETERMINATION

The Application hastwo parts. The firstrelates tothe Langford Property purchase and the second to the

construction of the Regional Facility.

TGVI needs aregional operations centre inthe Victoriaarea, and the Commission Panelhas concluded that the
conceptof a utility-owned facility has merit compared to continuing to lease facilities. Furthermore, the
proposed location on Langford Parkway in Langford is suitable for the facility. However, a utility -owned facility
will only be appropriateifitis sizedand designed so that it cost-effectively meets the needs of TGVIfor at least
the next 20 years. Therefore, the Commission Panel approves that part of the Applicationthatrelatestothe

Langford Property purchase, with conditions.

The Commission Panel defers consideration of the request forapproval to constructa new Regional Facility until
TGVI provides sufficient information to the Commission about the number of staff and number of service
vehicles that will need to be accommodated at the new Regional Facility, and hence the size of the facility and
the amount of land required forit. Such information wouldinclude staffinglevels based on criteriasuch as
emergency responsetime, time torespondto service calls, and time toinstall servicesto connect new
customers. It could also consider average and maximum trip kilometers, to provide a factual basis upon on

which to compare the efficacy of Victoria operations to other TGVIand TGl regional offices.

5.1 Langford Property Purchase

TGVI requests Commission approval to purchase Langford Parkway fora sum set out inthe confidential portion
of itsfiling. If the lotline adjustment does not work out as intended, an additional amount, also set outinthe
original filing, will be added to the purchase amount. TGVIrequests an early decision from the Commission so

that it can exercise the Offerto Purchase.

The Commission Panel has concluded thatthe Langford Property is acceptable with respect to location, price,
and otherattributes. However, the Langford Property will be largerthan necessary for publicutility purposes if
the lot line adjustment does not proceed, and the review of the size of the Regional Facility may reduce the

amount of property thatis required aswell. Consequently, once the new Regional Facility is approved by the

TGVI Victoria Regional Operations Centre CPCN



APPENDIX A
to OrderC-1-11
Page 16 of 17

Commission, TGVIshould review whetherthe entire Langford Property is needed for publicutility purposes. If

not, TGVI should make every reasonable effort to dispose of any land surplus toits needs.

The Commission Panel is prepared to approve TGVI’s Applicationin part to find that the Langford Property
purchase is inthe publicinterestand grants a Certificate of Public Convenience and Necessity to TGVI for the

purchase of the Langford Property on the following conditions:

1. TGVIagreesto use reasonable efforts to resellin a timely way such portion of the Langford Property
that is not required for public utility purposes;

2. TGVl will use all of the revenue from the resale less expenses to reduce the cost of the Langford
Property that is includedin TGVI’s rate base; and

3. The cost of the Langford Property shall be captured ina non-rate base deferral account at the
purchase closing date. The cost of the portion of the property required for the Regional Facility shall
attract allowance for funds used during construction (AFUDC) until being added to rate base in the
appropriate land account on completion of the Regional Facility, while the cost of the remainder of
the property will attract interest at the average interest rate that TGVI pays.

4. TGVlisto file a written confirmation of its acceptance of conditions (1), (2) and (3) prior to exercising
the Offerto Purchase, failing which the Applicationis refused.

The date whenthe Application was filed, the Regulatory Timetable, and the Offerto Purchase do not permit
extensive development of these conditions. However, the Commission Panelbelieves that the arrangements set
outinOrderG-68-10 forthe Tilbury Property Purchase, which TGl accepted by letter dated April 14, 2010,

provides amodel forstructuring the conditions onthe purchase of the Langford Property.

5.2 Regional Facility

Because the Commission Panel is not satisfied with the information available to justify the sizing of the proposed
Regional Facility, approval for proceeding with that facility is deferred. The Commission Panel directs TGVIto

file areport by February 28, 2011 that provides sufficient analysis and justification to support:

a) The expectedstaffinglevels fordistribution, transmission, business and information technology,
marketing, and alternative energy services.

b) The expected numbers of required service vehicles for such staffing levels.
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c) Based on the foregoing, the amount of office, workshop, and warehouse space required for the
Regional Facility, including the numbers and types of parking spaces.

d) The proposedimpact on service quality, safety, and efficiency of the new Regional Facility in
comparison to other TGl and TGVI regional offices. This assessment should be supported by factual
analysis using criteria such as emergency response times, time to respond to service calls, time to
install services for new customers, and average and maximum trip kilometres.

The report will include factual analyses that justifies staffing levels for distribution, transmission and support
staff, to the extent that expected staffing exceeds the levels that are typical for other TGVI and TGl regional
facilities. Uponreceiptandreview of the report, the Commission Panel will determine whetherto grant a CPCN

for that part of the Application thatrelates to the Regional Facility.
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