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ORDER NUMBER
G-13-16

IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

Pacific Northern Gas Ltd.
2016-2017 Revenue Requirements Application
for the PNG - West Service Area

on February 4, 2016

BEFORE:
K. A. Keilty, Panel Chair/Commissioner
H. G. Harowitz, Commissioner
R. D. Revel, Commissioner

ORDER

WHEREAS:

A.

On August 1, 2013, the British Columbia Utilities Commission (Commission) issued Order G-114-13
concurrently with its decision onthe Pacific Northern Gas Ltd. (PNG) 2013 Revenue Requirements
Application (RRA) and directed PNG to, among otherthings, file its 2014 RRA for a period of two years. By
Order G-168-13 dated October 10, 2013, the Commission varied Order G-114-13 to instead require PNGto
fileits RRA for a period of two years commencingin testyears 2016 and 2017;

On November30, 2015, PNGfiled its 2016-2017 RRA with the Commission pursuanttosections 58to 61 of
the Utilities Commission Act (UCA) seeking, among otherthings, approval toincrease 2016 delivery rates as
aresultofa netincrease in cost of service offset by increased deliveries (Application);

With respectto the two year RRA, PNG submitsinits Application thatit will see kapproval of permanent
2016 ratesand interim 2017 rates in the Updated Applicationto be filed at the end of February 2016. PNG
plansto file anapplicationinthe first quarter of 2017 to apply for permanent 2017 rates effective
January 1, 2017,

By Order G-207-15 dated December 18, 2015, the Commission approved the delivery rates and the Rate
Stabilization Adjustment Mechanism ridersetforth inthe Application on aninterim basis, effective

January 1, 2016. The Commission also established a preliminary regulatory timetable, including a Procedural
Conference onJanuary 29, 2016;

The British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) and the International Brotherhood of
Electrical Workers, Local 213 (IBEW 213) registered as interveners;

By letterdated January 12, 2016, the Commission requested that participants address fouritems atthe
Procedural Conference and encouraged written submissions on or before January 26, 2016 (Procedural
Conference Agenda);
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G. By letterdatedJanuary 26, 2016, the Commission filed Exhibit A-5with a list prepared by Commission staff
of specificitems and/or supplemental information that should be included in the Updated Application, in
orderto addressitem 2 on the Procedural Conference Agenda;

H. The Procedural Conference was held onJanuary 29,2016. PNG and BCOAPO made appearances. Asan
alternative tothe proposal inits Application, PNG proposed thatit seek permanent 2016 and 2017 ratesin
the Updated Application. PNGalsoindicated that it would provide all of the items and supplemental
information found in Exhibit A-5inits Updated Application;

I. ThePanel has considered the submissions received and finds thata written publichearing processis
warranted.

NOW THEREFORE, and for the reasons setout in Appendix Ato this order, the British Columbia Utilities
Commission orders as follows:

1. Awrittenpublichearingprocess is established in accordance with the Regulatory Timetable attached as
Appendix Btothis order.

2. PacificNorthern Gas Ltd. is directed tofile its Updated Application on or before February 29, 2016 seeking
permanent 2016 and 2017 rates.

3. PacificNorthern Gas Ltd. must provide the specificitems and supplementalinformation contained in Exhibit
A-5inits Updated Applicationto be filed on or before February 29, 2016.

DATED at the City of Vancouver, inthe Province of British Columbia, this 4th day of February 2016.
BY ORDER
Original Signed By:

K. A.Keilty
Panel Chair/Commissioner

Attachment

Orders/G-13-16_PNG_2016 2017 RRA
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Pacific Northern Gas Ltd.
2016-2017 Revenue Requirements Application
for the PNG - West Service Area

REASONS FOR DECISION

1.0 BACKGROUND

In accordance with British Columbia Utilities Commission (Commission) Order G-207-15 dated December 18,
2015, a Procedural Conference was held onJanuary 29, 2016 to address various matters related to the Pacific
Northern Gas Ltd. (PNG) 2016-2017 Revenue Requirements Application (RRA).

The itemsto be addressed by participants were listed ina Commission letter dated January 12, 2016 (Procedural
Conference Agenda), as follows:

1. Thescope of the review of the 2017 testyear, specifically addressing the following questions:
i. Shouldthe 2017 testyearbe includedinthe currentregulatory process?

ii. Shouldinterimorpermanentrates be established forthe 2017 testyear as part of the current
regulatory process?

2. Specificitemsand/orsupplementalinformation that should be included in the Up dated Application,
to be filed by February 29, 2016, in an effort to improve the effectiveness of the first round of
information requests. Forthis specificitemto be addressed at the Procedural Conference, the Panel
requested comments from Commission staff, in addition to participants.

3. The preferredregulatory process forthe reviewof the PNG 2016-2017 RRA.

4. Anyotherrelevant matters thatthe participants wantto bringto the attention of the Panel.

The Commission encouraged written submissions on the above-noted items on or before January 26, 2016. By
letter dated January 26, 2016, the Commission filed Exhibit A-5with a list prepared by Commission staff of
specificitems and supplemental information that should be included in the Updated Application, inresponseto
item 2 of the Procedural Conference Agenda.

2.0 SUBMISSIONS

The sections below summarizethe submissions received by PNG, the British Columbia Old Age Pensioners’
Organization et al. (BCOAPOQO) and Commission staff at the Procedural Conference onJanuary 29, 2016.

2.1 Two Year RRA

PNG proposedtoinclude arequestforpermanent 2016 and 2017 rates inits Updated Application, with the
exception of the cost of gas supply and the Revenue Stabilization Adjustment Mechanism (RSAM). Inits Updated
Application, PNG noted thatitintends to back out reactivation costsincluded in the current Application related
to the Douglas Channel LNG project, due to the uncertainty surrounding this project and the fact that there has
not yetbeen a Final Investment Decision.” Further, PNG stated that it was still open to the “staged process”
proposedinthe original Application (i.e. seeking interim 2017 rates as part of the Updated Application) but that

! Procedural Conference, TranscriptVolume1l, pp. 8-9.
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requesting permanentratesforboth 2016 and 2017 as part of the same regulatory processis a more “efficient

alternative”.’

BCOAPOrecommended that a request forapproval of interim or permanent 2017 rates should notbe included
inthe Updated Application, noting that they expect the regulatory costs fora two year test period to be “about
twice whatthey would have beenin setting rates forone testyear”.* Instead, BCOAPO proposed that
permanent 2017 rates be considered in an updated application towards the end of 2016.* BCOAPO expressed
concernthat there is no mechanismto deal with forecast uncertainty thatarisesin setting permanent 2017 as
part of the current regulatory process.”

Commission staff submitted that permanent rates should be setforboth 2016 and 2017 as part of the current
regulatory process and that this will resultin improved regulatory efficiency. Further, Commission staff noted
with respect toforecastaccuracy that the utility can eitheroverorunderrecoverduringthe testyears. As
recourse inthe eventthat unusual circumstances arise, PNG mayfile forrelieforanother party may file a
complaint.®

2.2 Contents of Updated Application

PNG agreed toaddressall of the specificitems and supplemental information listed in Exhibit A-5inits Updated
Application to be filed on or before February 29, 2016.” BCOAPO did not have any additional items and/or
supplemental information to add.?

23 Regulatory Process

PNG putforward a draftregulatory timetable, filed as Exhibit B-3, and proposed either a Negotiated Settlement
Process (NSP) ora written hearing process as the preferred regulatory process, both following two rounds of
information requests (IRs).’

BCOAPO proposed awritten hearing process if only test year 2016 is included inthe current regulatory process.
However, if both 2016 and 2017 are includedinthe currentregulatory process, BCOAPO proposed an oral
hearingas its preference, stating that the application will “...require more scrutiny if both years are being dealt
with at the same time.”*° In eitherscenario, BCOAPO agreed with PNG that two rounds of IRs are required. ™

PNG did notsupportthe optionto hold an oral hearing, notingthatthey are “very expensive and quite

onerous”.Inaddition, PNG noted thatit expectsthat all of the issues can be dealt withina written hearing
12

process.

? Procedural Conference, TranscriptVolumel, pp. 10-11.
* Ibid., p. 16.

* Ibid., p. 18.

> Ibid., pp. 18, 20.
® Ibid., p. 24.

" Ibid., p. 11.

® Ibid., p. 21.

° Ibid., pp. 11-12.
% 1bid., p. 22.

" bid., pp. 21-22.
2 Ibid., p. 28.
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3.0 COMMISSION DETERMINATION
3.1 Two Year RRA

The Panel agrees with PNG and Commission staff that seeking permanent rates for both 2016 and 2017 as part
of the same regulatory process is likely to resultinimproved regulatory efficiency. The Panel highlights the
following excerpt fromthe Commission’s decision onthe PNG 2013 RRA whereby PNGwas directed to, among
otherthings, file its 2014 RRA for a period of two years:

The cost of preparingand filingan application coveringatwo year period ratherthana one year
periodis certainly highergiventhe greater span of time covered. However, there are economies
of scale and cost efficiencies to be gained for both the utility and the ratepayer by handlingan
application coveringatwo yeartime spanrather than a single year.

With respectto BCOAPO’s concern regarding forecast uncertainty, the Panel points to Commission Order
G-168-13 dated October 10, 2013, whereby the Commission varied Order G-114-13 to instead require PNGto
fileits RRA for a period of two years commencingin testyears 2016 and 2017. Inthat order, the Commission
states that “...most utilities are faced with economic uncertainty and businesses mustlearn to cope with
uncertainty, makinginformed decisions about economicassumptions thatimpact budgets and planning.” The
Panel notes thatseveral utilities file multi-year RRAs and that forecast uncertainty is anissue that must be
managed as part of the process. Inaddition, any variancesin actuals as compared to the approved forecast may
resultinvariancesthatare eitherfavourable or unfavourableforthe utility.

For these reasons, Pacific Northern Gas Ltd. is directed to file its Updated Application on or before
February 29, 2016 seeking permanent 2016 and 2017 rates.

3.2 Regulatory Process

The Panelis not persuaded that there are specificissues that would arise in reviewing both test years 2016 and
2017 that warrant an oral hearing process, as compared to reviewingonly test year 2016. Specifically, the Panel
isin agreementwith PNG’s submissions that oral hearings are costly forthe utility, and ultimately the
ratepayers, and that the issues can be dealt with effectively through awritten hearing process with two rounds
of IRs. For these reasons, the Panel establishes a written public hearing process with two rounds of
information requests, following the Regulatory Timetable attached as Appendix B.
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Pacific Northern Gas Ltd.
2016-2017 Revenue Requirements Application
for the PNG - West Service Area

REGULATORY TIMETABLE
ACTION ‘ DATE (2016)
Participant Assistance/Cost Award Budget Deadline Friday, February 19
PNG files Updated Application Monday, February 29
Commission and Intervener Information Request (IR) No. 1 Wednesday, March 30
PNG ResponsetolRsNo. 1 Wednesday, April 20
Commission and Intervener IRs No. 2 Friday, May 6
PNG Response tolRsNo. 2 Friday, May 20
PNG Final Argument Friday, June 3
Intervener Final Argument Tuesday, June 14
PNG Reply Argument Thursday, June 23
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