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THE REGULATORY COMMISSION OF ALASKA

Before Commissioners: Robert M. Pickett, Chairman
Stephen McAlpine
Rebecca L. Pauli
Norman Rokeberg
Janis W. Wilson

In the Matter of the Tariff Revision Designated as )

TA285-4 Filed by ENSTAR NATURAL GAS ) Docket No. U-16-066
COMPANY, A DIVISION OF SEMCO ENERGY, ) Date: (o .2 /)7 Exh#7- )&
INC. ) Regulatéry Commission of Alaska
) By: %4
Northemn Lights Realtiie & Reporting, Inc.

(907) 3372221 [} ) [ pird,
PREFILED TESTIMONY OF RONALD CLIFF

Q1: Please identify yourself for the record, including your relationship with
Titan Alaska LNG, LLC (“Titan”).

Al: My name is Ronald Cliff. I am the President of Highcliff Energy Services
Ltd. of Vancouver, B.C. I have over 30 years of experience in the energy and utility industry, and
provide consulting services to utilities and large energy users in the areas of pipeline regulation,
cost of service studies, rate design, financial structuring, mergers and acquisitions, gas supply, and
marketing. My resume is attached as Exhibit RLC-1. I have provided advisory services to Titan,
its predecessors, and its affiliate company, Fairbanks Natural Gas, LLC (“FNG™), since February
2000.

Q2: Have you previously prepared testimony for Titan or its predecessors?
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A2:  Yes. In 2003 I was engaged by Northern Eclipse, LLC (NE), then FNG’s
parent company, to review a rate design application filed by ENSTAR (Docket U-00-88). In 2009,
I was engaged by FNG to do the same review of ENSTAR’s application at that time (U-09-70).

Finally, I again participated in ENSTAR’s 2014 rate case (U-14-111).

Q3:  What is the scope and purpose of your testimony in the present docket?
A3:  Toreview the appropriateness of the allocations by ENSTAR to Titan’s cost
of service, to comment on the proposed rate being proposed for Titan, and to suggest a more

reasonable cost allocation and a commensurate rate for Titan based on that allocation.

Q4: Please comment generally about ENSTAR’s rate structure.

A4: The fully allocated cost of service (FACOS) filed with the ENSTAR
application can be best described as an appropriate method for allocating costs among customers
at a standard gas “distribution” utility. As such, it fails to reflect that ENSTAR 1is in fact a hybrid
utility with a distinct “transmission” function. While ENSTAR’s methodology may yield
appropriate rates for gas distribution customers, 1 believe it is an inappropriate method for setting

transmission rates for “transmission only” customers such as Titan.

Description of Titan

Q5: How would you characterize Titan’s use of the ENSTAR system?
AS5:  Titan is a transmission only customer. Titan sources its own gas supply.

The gas is delivered to ENSTAR at the start (mile 0) or within several miles of the start of
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ENSTAR'’s Beluga-Anchorage Pipeline (BAP). ENSTAR transports that gas to Titan’s Point
MacKenzie Liquefied Natural Gas (LNG) facility at mile 39 of the BAP. Titan produces LNG,
which is then transported by truck to its customers, the largest of which is FNG and its utility

customers in Fairbanks, Alaska.

Q6: Which of Enstar’s Rate Classes includes Titan?

A6: In previous ENSTAR proceedings, Titan was the only customer in its own
customer class. In the current filing, Enstar included Titan in the Medium Sized Firm
Transportation (“MSFT™) customer class. That tariff applies to two customers: Titan and Homer
Electric Association (“HEA™). ENSTAR proposes separate rates applicable for the MSFT Class,

as reflected in Section 2145 of its tariff.

Overview
Q7: Whatis ENSTAR’s actual cost of providing service to Titan? How does
that compare with the costs ENSTAR proposes to allocate to Titan?
A7: My estimate of the appropriate allocation of Enstar’s costs to Titan is
$124,456, and my analysis is described in more detail below. At current rates, Titan’s costs are
expected to be $308,436'. This compares to the application by ENSTAR that allocates costs of

$351,776 to Titan’s service, which would be an increase of 14.5% [BHF-2].

1 $308,456 is derived from 12 monthly fixed charges (314,300) plus 838,806 MCF at the previous variable rate
(80.1631/MCF)

2$351,776 is derived from 12 monthly fixed charges ($14,300) plus 838,806 MCF at the proposed variable rate
($0.2148/MCF) [Titan-Enstar-2-31, RLC-3]
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I will not directly comment on the appropriateness of the MSFT rate for HEA, and
in my analysis | have not identified the appropriate costs allocations for HEA. I do note that HEA

has similar annual volumes to Titan and it is a transmission only customer.

Q8: Please discuss the major differences that cause the two very different
estimates of Titan’s cost of service?

A8: In general, ENSTAR assigns to Titan costs that are not related to the
facilities and operations that are required to serve Titan, specifically those costs required to move
Titan’s gas supply for 39 miles through the BAP transmission line to Point McKenzie. The
differences are the result of three categories of inappropriate allocations by ENSTAR:

(1) Titan is allocated shares of transmission related plant that is not used, or

even reasonably able to be used, by Titan;

(i)  There are multiple ENSTAR functions that are allocated to Titan that are

not used, and cannot be used, by Titan; and finally,

(iif) These inappropriate allocations then drive the allocation process for other

related costs such as overheads, general plant, eamed return, and income taxes.
These changes are shown in the Tables in RLC-2: “Titan - Alternative Allocation Model” for each
of the major asset and O&M categories, consistent with the presentation in ENSTAR’s application

at BHF-2.
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Transmission Allocation

Q9: Please explain how you would allocate transmission plant differently
than ENSTAR.

A9:  First, the approach taken in the ENSTAR Application is to assume that all
transmission plant and operating costs are common to all customers. In the case of a short haul,
point-to-point transmission customer like Titan, the correct approach is to consider only the
transmission plant that is used by Titan, specifically the Beluga-Anchorage Pipeline (BAP). This
plant has a gross plant value of $70.8 Million [Titan-Enstar-2-20(d), RLC-3] which is considerably
less than $217.6 Million estimated for ENSTAR’s entire transmission gross plant [BHF-2].* Titan
is using a pipeline that consists of 32.5% of ENSTAR’s total transmission plant.

Second, only the section of the BAP that is used by Titan should be included in
Titan’s rate calculation. Titan utilizes the first 39 miles of the BAP [Titan-ENSTAR-2-20(f), RLC-
3] out of a total distance of 103.2 miles [Titan-ENSTAR-2-20(b), RLC-3]. This results in Titan
using only 37.8% of the BAP distance.’

Third, ENSTAR allocated transmission costs on the basis of 50% average day
demand, or annual throughput, [Factor “V*; BHF-1] and 50% 3-Day Average Peak Demand, or

3CP [Factor “D”; BHF-1]. The correct allocation is the 3CP of the applicable asset, the BAP.

I The correct allocation would use Net Plant. The revenue requirement for ENSTAR is based on rate base or net plant
in service. Unfortunately, ENSTAR was not willing to provide an estimate of the Ne{ Plant of the BAP [Titan-
ENSTAR-2-20(¢), RLC-3]. We do know that the BAP was placed in service in 1984 [Titan-ENSTAR-2-20 (a), RLC-
3] but cannot ascertain the relative value of the BAP’s net plant as a proportion of the transmission asset class.

4 As ENSTAR was unable to provide a segmentation of costs within the 103.2 miles of the BAP, 1 assumed the cost
of the 6 inch and 8 inch laterals were zero as these were not provided so that all of the costs were included in the 20
inch main transmission line. Further, 1 assumed that costs per unit distance are constant throughout the BAP [Titan-
ENSTAR-2-20 (b), RLC-3].
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Titan’s 3CP is 3,401 Mcf [BHF-2), and the 3CP for the BAP is 115,850 Mcf. The result is that
Titan’s uses 2.936% of the first 39 miles of the BAP on a peak demand basis. This is a
proportionately higher utilization factor for the BAP than the 1.929% applied by ENSTAR for
overal] transmission utilization [BHF-2, page 19, Factor ‘S’].

[ believe that only 18.71% of the Transmission Net Plant that ENSTAR allocates
to Titan should be allocated.® It is not possible to breakdown these assets into more detail, as a
greater Jevel of detail cannot be provided by ENSTAR. [Titan-ENSTAR-2-20(e), RLC-3].

Furthermore, as ENSTAR does not track transmission expenses to the BAP or to
any sub-portion of the BAP [Titan-ENSTAR-2-21(b) and 2-22, RLC-3], this percentage is as close
as one can estimate a fair allocation of transmission expenses (Accts 850-866) and transmission

depreciation expenses (Accts 365-370).

Q10: Why is Peak Demand (3CP) the appropriate allocator?

A10: The key driver for the cost of the transmission system is the capacity to
which it is designed. These costs are essentially “fixed” due to nature of the carrying costs (i.e.,
rate base) and operating costs. In my view, the only significant cost item that would be variable
with throughput would be compressor fuel and odorant. Neither of these cost elements is present

in the first 39 miles of the BAP.

5 The total throughput for the 3 peak days for the BAP was 347,547 Mcf [Titan-ENSTAR-2-20(h), RLC-3]; this is an
average of ] 15,850 Mcf per day.

8 Calculation:
$70.8 X 39.0 X 2.936 = 0.1871
$217.6 103.2 1.929
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The BAP has a current capacity of 200,000 Mcf per day [Titan-ENSTAR-2-20(c),
RLC-3]. The average of the 3CP was 115,850 Mcf per day, or 57.9%. This line does not have
compression, only land for future compression [Titan-ENSTAR-2-18 and Titan-ENSTAR-2-20(i),
RLC-3]. Odorant is not injected until downstream of Titan at Mile 39 [Titan-ENSTAR-2-20(f),
RLC-3]. As such, the Demand Allocator [BHF-2, Factor ‘D’] is the best representation of costs for

this facility.

Q11: Under the methodology used by ENSTAR to allocate costs to Titan,
what would have been the effect on the Titan rate if the Titan facility had been placed in a
different location on the ENSTAR transmission system?

Al]: The “postage stamp” rate methodology used by ENSTAR does not reflect
the actual location of a customer. Had Titan located 10 feet from the inlet of the BAP line or
adjacent the point at which the BAP line terminates in Anchorage (Mile 103.2), ENSTAR would
have proposed the same transmission component in Titan’s. This unfairly allocates costs to Titan

and offers no incentive to place demand on a system that minimizes cost.

Q12: Does the fact that ENSTAR has excess capacity on the BAP line imply
that the postage stamp method is appropriate?

Al2: Asdiscussed earlier, the BAP line operated at 58% capacity in the test year.
The fact that ENSTAR has a low utilization rate on the BAP, or any other transmission line, does
not imply that the customers should simply be charged the “average” of all transmission asset

costs. At some point, growth may trigger an expansion on the systera. Titan’s predecessor located
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where it did, in part, to minimize its impact on the ENSTAR system, and it should receive a rate
that reflects that choice. If Titan had located elsewhere on the ENSTAR system it may have

triggered additional capital and operating costs.

QI13: Are there any other aspects of Titan’s situation on the ENSTAR system
that warrant further consideration of Titan as a unique type of customer?

Al3: There are two facts that should be considered. Both apply to Titan and HEA.
The first is that the Tariff for Titan states that Titan is “located along the Company’s Beluga to
Anchorage Pipeline” [Section 2145 a (1)(a), RLC-4]. This clearly implies Titan is not using the
full length of this pipeline and that service is specific to the location of “LNG Plant #1”. In other
words, Titan is not entitled to service at any location, only at the LNG plant.

The second factor is that the actual Beluga to Anchorage Pipeline is owned by
Alaska Pipeline Company (“APC”) and not by ENSTAR itself [Titan-ENSTAR-2-23, RLC-3].
Titan is a customer of ENSTAR only because ENSTAR and APC are consolidated. While perhaps
this consolidation offers efficiency, it does not imply that Titan requires, and therefore should be
allocated, the costs related to ENSTAR’s assets. If APC and Enstar were regulated separately,
there would be no claim that Enstar’s expenses could be allocated te Titan. Titan would simply
be an APC transmission customer using a portion of one of APC’s pipelines. The corporate

management decision does not change the use of the facilities, and should not alter the rate design.
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Functions Not Used by Titan

Q14: Whatservices or functions included in the ENSTAR application are not

used by Titan?

Al4: Twill list several items and state why they are not relevant to Titan:

(1)  Production and Gathering Expenses — These are not used by Titan as Titan
simply receives its gas supply at the meter at or near the interconnection with an upstream
pipeline. Titan’s suppliers are responsible for the costs associated with delivery to the point
of custody transfer. To the extent that ENSTAR operates facilities or incurs costs upstream
of this location, ENSTAR is obliged to recover those costs from the entities that are using
these facilities or services. Titan has not contracted for these services and therefore should
not pay for them.

(2) Compression Related Expenses — These facilities do not exist on the BAP
either upstream or downstream of Titan’s Point McKenzie facility [Titan-ENSTAR-2-18,
RLC-3]. As such, there is no basis for collection of these costs from Titan.

3) Odorant — ENSTAR admits that odorant is injected at Mile 39 on the BAP
which is downstream of Titan’s facility. Therefore, none of the plant, its maintenance or
the consumption of odorant should be included in Titan’s costs. Odorant expenses are
included in Acct 807. [Titan-ENSTAR-2-19 and 2-20(1), RLC-3].

(4)  Pressure Reduction — As Titan’s gas is delivered directly to its facility at
Mile 39 on the BAP at line pressure, there is no justification to charge Titan for pressure

reduction [Titan-ENSTAR-2-17, RLC-3].
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(5) Distribution Plant There are no distribution facilities between Beluga and
the Titan LNG plant [Titan-ENSTAR-2-25, RLC-3]. ENSTAR’s downstream distribution
costs are not relevant to Titan’s service.

In summary, there is no reasonable basis for ENSTAR to collect these costs from Titan.

Q15: In its attempts to justify its rate design, ENSTAR frequently refers to
comingling of gas. Do you agree with this statement, and does it justify charging Titan a
share of all ENSTAR’s costs?

Al5: The fact that ENSTAR comingles gas is simply because it is a common
carrier for the transmission of natural gas for multiple entities. This is a good thing; it allows for
the most overall efficient movement of a valuable energy source.

However, it is not a justification fo spread the costs of particular assets or services
used by many customers to another customer that does not use those assets or services. For
instance, the fact that Titan’s natural gas is physically placed in the same transmission line with
gas for ENSTAR’s distribution customers (residential and commercial users) for the first 39 miles
of the BAP does not imply that Titan should pay for a share of downstream distribution costs. Nor

should Titan pay for other transmission assets that it does not use.

Q16: ENSTAR refers frequently to prior Dockets (U-83-38 and U-87-2] in its
discovery responses. In particular, it re-iterates that the “ENSTAR system is functionally
designed and operated as an integrated delivery network”. Is this still relevant to ENSTAR'’s

situation today?
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A16: It should be noted that there have been many changes in the Anchorage area
in the past 30 plus years. The population of greater Anchorage has grown substantially over that
time. The simple assumption that all plant assets serve all customers should be reviewed.

In particular, Titan did not exist until 1997, well after these Dockets were reviewed. A
medium size transmission only customer like Titan, that required only a simple point to point
service on a single transmission pipeline, was likely not contemplated in the 1980’s decisions. It
is my understanding that Enstar had no transmission customers until at least 1989 when its first
special contract for transmission was approved by the RCA’s predecessor. Furthermore, HEA is
a similar poiot-to-point transmisston customer, albeit on a different transmission pipeline.

The assumptions and implications embedded in these 30-year-old decisions regarding
Anchorage-area power companies who purchased gas from Enstar were never intended to apply
to customers like Titan and HEA who are transmission only customers, and who do not take gas

at power plants jn Anchorage.

ENSTAR Affiliate - Pacific Northern Gas

Q17: Are you aware of similar transmission/distribution natural gas utilities
with transmission-only customers that have established transmission rates reflecting the
distance customer gas is transported?

A17: Pacific Northern Gas Ltd.(“PNG™) is a similar company. PNG’s West Division is a
hybrid transmission and distribution utility that serves Northern British Columbia from just west
of Prince George, BC, to the Pacific Coast. It has over 400 miles of transmission pipeline and

serves over 20,000 customers including residential, commercial and industrials.
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PNG is an affiliate of ENSTAR through its common ownership by Altagas’. Its last Fully
Allocated Cost of Service (“FACOS”) review was filed in 2003. A copy of the 2003 FACOS study

is attached as RLC-6.

Q18: In its FACOS study, did PNG West use transmission demand and
distance as weighting factors in determining cost allocation?

Al18: Yes. At page 10 of its FACOS (RLC-6), PNG states that “Costs were
allocated on the basis of the distance weighted non-coincidental peak day demand projected for
2003.”

This statement confirms that transmission distance was an allocator for this Enstar-affiliate
company. This is confirmed on Appendix 4, page 1 (RLC-6), which clearly shows how rates were
calculated for each customer class, and that each large industrial transmission customer’s distance
of transport was reflected.

It also confirms that peak day demand was used as an allocator and not annual

transportation volume.

Q19: How did PNG West treat the allocation of distribution capacity to

transmission only customers?

7 Reference: MLP-Enstar-3-14 (RLC-5)
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A19: No distribution costs were attributed to transmission only customers. At page

10 (RLC-6), PNG states “Deliveries to the large industrial customers are made directly from the
transmission pipeline system and therefore do not atiract any distribution capacity costs.”

This is confirmed on Appendix 4, page 2 (RLC-6), which clearly shows that zero

distribution capacity costs were allocated to the large industrial customers.

Allocation of General Plant

Q20: Does the amount of General Plant need to be adjusted as a result of the
above recommended changes to allocations?

A20: Yes. As General Plant is allocated based on the sum of Production &
Gathering, Transmission and Distribution assets (Allocation Factor “H”), General Plant needs to
be adjusted accordingly to reflect the reduction in the allocation of these assets. In my analysis,
Titan is only using 18.50% [RLC-2, page 1, line 37] of the assets attributed to it in ENSTAR’s

filing. Hence, General Plant is reduced commensurately.

Allocation of Administrative & General

Q21: Does the amount of Administration & General Expenses (A&G) need
to be adjusted as a result of the above recommended changes to allocations?

A21: Yes. As A&G is allocated based on the sum of O&M Expense and Ad
Valorem Taxes excluding Purchased Gas and A&G (Allocation Factor “M™), A&G needs to be

adjusted accordingly to reflect the reduction in the allocation of these assets. In my analysis, Titan
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is only using 17.78% [RLC-2, page 2, line 34] of the expenses attributed. Hence, A&G is reduced

commensurately.

Allocation of Farned Return, Income Tax & Other Revenue

Q22: How should the amount of Earned Return, Income Taxes and Other
Revenues be adjusted as a result of the above recommended changes to allocations?

A22: Return and Income Tax are allocated based on proportion of rate
base (Allocation Factor “P”). As Titan should only be allocated 20.33% of the rate base that was
originally allocated, these two items need to be reduced.

Other Revenues are allocated on the basis of Revenue Requirements (Allocation
Factor *O”) and this factor should be reduced to 19.42% [RLC-2, page 2, line 38]. Since Other

Revenues is a credit to the cost of service, this adjustment increases Titan’s cost of service.

Other Adjustments

Q23: What if the Revenue Requirement is altered during the regulatory
process?

A23: To the extent that Return, Income Taxes and overall O&M levels are
changed as part of the regulatory process, those changes are not included in the estimates provided
above and in RLC-2. The identified excess allocated to Titan assumes that the cost of service
remains constant. For instance, if the RCA decreases ENSTAR's proposed rate of return, that
lower return will cause its entire cost of service to fall. This would also be true of Dr. Fairchild’s

analysis in BHF-2. My proposed allocation to Titan in RLC-2 would also be lower than indicated.
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Summary & Conclusion

Q24: Could you summarize the net change in Revenue Requirement
allocated to Titan as a result of the above changes?

A24: A reasonable cost allocation to Titan is $124,456. ENSTAR is recovering
$308,436 in rates from Titan at current levels. In its application, ENSTAR is asking to charge
approximately $351,766.

Titan (and indirectly Titan’s downstream customers FNG and Fairbanks area
ratepayers) should not be allocated substantial costs for facilities and services Titan does not use.

I believe that Titan’s rates should be based on a cost allocation of not more than §124,456.

Q25: Based on this allocation, what would you propose for Titan’s rates?
A2S: Historically, Titan’s tariff has roughly split its allocation of costs
evenly between fixed and variable charges.

Consistent with that split, the proposed rates are found on RLC-2, page 3, line 22,

as follows:
Fixed Monthly Charge: $5,000 per month
Variable Charge: $0.0768 per MCF
Q26: Does this complete your testimony?
A26: Yes.
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Ronald L. Cliff, P. Eng, M.B.A. 2920 Highbury Street

Vancouver, B.C., Canada
V6R 3T8

Tel: (604) 222-4461
E-mail: ron@highcliff.ca

Professional Experience:

“Augist 1998 to Preseiit ~Highicliff Efergy Services Ltd.

President

Provision of consulting services in the areas of market analysis, rate and tariff
design, regulatory applications, cost of service studies, negotiations with
suppliers and service providers for natural gas, electricity and thermal energy.
Participation in Regulatory Hearings, Alternate Dispute Resolution processes,
and contract negotiations on behalf of clients

Clients include utilities and clients intervening on utility applications

Merger and Acquisition analysis and negotiation

Project Development advisory services

Strategic Analysis in Energy and Regulatory Policy

Serving multiple clients in British Columbia, Alberta, Yukon and the United
States who are typically energy utilities, large users of natural gas or energy
project developers.

Have participated in projects involving water distribution, waste-water
collection and treatment, telecom infrastructure, municipal agreements and land
remediation.

A list of Recent Projects is included below at page 3.

January 1997 to August 1998 BC Gas Utility Ltd.

Project Manager, Southern Crossing Pipeline

Reporting to the Senior Vice President, Gas Supply, project managed a 312
kilometer, $400 million natural gas transmission pipeline

Responsible for leading or coordinating feasibility, regulatory filings, rate
design, project design, project construction, public consultation and
implementation.

Testified before the British Columbia Utilities Commission.

June 1991 to December 1996 BC Gas Inc.

Project Development Officer

Corporate Development activities including a regulatory restructuring to
separate utility and non-utility enterprises including liaison work with Stone &
Webster.

Mergers, Divestitures & Acquisitions

Responsible for liaison with oil and gas subsidiary and corporate investment in
technology development fund

Feasibility analysis of several large energy projects

Liaison with Provincial Government with respect to Economic Development
agreements relating to the purchase of BC Gas.

February 2017
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January 1989 to July 1989 Inland Natural Gas/BC Gas
Rates Engineer

s Prepared tariffs for large industrial customers for the use of natural gas,
performed rate design analysis and analyzed sales industrial sales forecasts

s  Undertook marketing and sales of natural gas and transportation services

e During this period, seconded to prepare the bid documents for the Williams
Lake Electrical Generation Project, which wag a 55 MW wood residue generator
selling its output to BC Hydro.

June 198S to December 1988 Inland Natural Gas Co. Ltd.
Staff Engineer

s Responsible for Transmission and Distribution system analysis and planning Lo
ensure adcquate winter capacity for design conditions

e  Provided capacity and design criteria for new pipelines and compressors
Provided and analyzed data for use in rate design and cost of service reviews

e Met with Industrial Customers to assess their annual and peak winter demand
for natural gas.

s Assisted in the preparation and analysis of the successful acquisition the Lower
Mainland Gas Division of BC Hydro.

June 1984 to February 1985 Burrard Yarrows Inc.
Operations Engineer
Victoria, B.C.

e  Assisted the Manager of Operations on facility related projects (o assist in the
ongoing viability of a ship construction and repair operation.

e Worked on the project bid team for the Polar 8 [cebreaker with specific
responsibility on construction facilities and fogistics.

Professional Memberships:

o Association of Professional Engineers and Geoscientists of British
Columbia (1987) — P. Eng
¢ Canadian Institute of Energy, Vancouver Branch (1990-2008)

Education:

o Bachelor of Applied Science in Civil Engineering (UBC 1984)
o Canadian Securities Course - Honours (1987)
¢ Masters of Business Administration (UBC 1991)
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HESL - Recent Projects

> Utility Regulatory Applications

On behalf of Utility clients have filed regulatory applications for the following

- purposes-before the- BC-Utilities-Commission; primarily fornatural-gas; propane-and
electricity distribution:

o Certificates of Public Convenience and Necessity (CPCN)

e Applications for Interim and Permanent Rates

Gas Cost Recovery Applications

Unaccounted for Gas Reporting and Analysis

Approval of Ownership Transfer of Regulated Utility Assets
Developed General Terms and Conditions for Tariffs
Developed and filed expert evidence on behalf of clients.

»  District and Thermal Energy Systems

» Have served as a member on the City of Vancouver, Expert Rate Review
Panel, for its Southeast False Creek Neighbourhood Energy Utility (NEU)
from its inception (2010-present); the Panel annually reviews the NEU’s rates,
rate structure, comparison to other energy sources (including business as
usuzl) in order to balance the needs of the NEU and its ratepayers.
Consideration has been given to financial risk, risk mitigation, greenhouse gas
emissions and conservation based rates.

e [n addition, have provided assistance and guidance to the City of Vancouver
engineering department on other District Energy initiatives being proposed.

e Provided regulatory guidance to several contractors and associations with
respect to the regulation of Thermal Energy Services in B.C. under the BCUC
Proceeding to develop its TES Regulatory Guidelines.

e Provided regulatory guidance and support services to the Energy Services
Association of Canada (ESAC) in its intervention into the FortisBC Energy
Utilities AES Inquiry (2011-12) as well ESAC’s intervention in the FortisBC
Energy Inc. 2012-2013 Revenue Requirements Application.

»  Intervener on Regulatory Proceedings
e Acted as an expert witness on numerous occasions on behalf of a gas
distribution utility with the Regulatory Commission of Alaska to support
reduced transportation tolls on a regulated pipeline. Filed testimony and
participated in negotiated settlement amongst multiple parties.
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e ————————————————————— =]

¢ Developed a Cost of Service Study and Testimony oo behalf of Fairbanks
Natural Gas, LLC that was filed as evidence with the Regulatory Commission
of Alaska in June 2014.

e Represented a small utility company in a major electric rate design hearing.
Tasks included filing interrogatories, reviewing evidence and submitting
argument on behalf of the client.

s Acted on behalf of large industrial users in several regulatory proceedings
before the BCUC, which included a Revenue Requirement Applications, Rate
Design and related matters.

o Assisted in the development of cross-examination, evidence preparation and
witness aids. Responsible for developing strategies for argument and assisting
client counsel in this regard.

»  Renewable Landfill Gas Projects

s Advisor to an owner of a landfill as to how to structure a long term sale of
Renewable Natural Gas to a third party. Issues examined included pricing
strategy, general contractual terms and potential regulatory impacts of the deal
structure.

s Advisor to a land developer who was considering the conversion of a landfill
site redevelopment on the possible alternatives for the residual methane on the
site, including potential utility regulatory issues.

> Electric Tariff Negotiation

o Representing a small electric utility, Corix Multi-Utility Services Inc., a re-
seller who negotiated a unique tariff with BC Hydro for its electricity supply
to Corix’s utility operations in the interior of BC. The tariff was a result of a
negotiated settlement process (NSP) and was approved by the BCUC

»  Expert Witness in Sewer Pipeline Dispute

o Engaged by a Municipality to provide Expert Testimony in a civil trial where
a land-owner is in dispute over the cost allocation and recovery of a privately
constructed sewer line that was later integrated into the municipal sewer
network.

e Required to develop a model to fairly allocate the costs of construction
amongst the various parties including the land-owner and adjacent property
owners and provide written testimony.

February 2017 Ronald L. CIliff - Resume 4



HIGHCcliff ENERGY RLC-1

»  Energy Advisor

e Reviewed the energy use of a large natural gas user in B.C. including longet-
term price risk management and capital investment decisions.

o Advised on matters relating to alternative fuels and potential regulatory
implications related to natural gas transportation tolls.

o Negotiate directly with pipelines and utilities for transportation services on
behalf of utilities and large natural gas users.

o Acted for clients as liaison with Government and regulatory agencies to
pursue policy and communication initiatives.

»  Negotiation of Municipal Franchise Agreements

o Assisting a distribution utility in re-negotiating existing agreements with
various towns requiring innovative financing, tax and regulatory strategies.

o Undertaken valuation of utility assets, assisted in drafting various legal
agreements, and prepared draft applications for submission to the BCUC for
the approval of various transactions.

¢ Completed the first “Lease-In-Lease-Out” structure of gas utility distribution
assets in Canada.

»  Midstream Project Development:

¢ Assisting a mid-stream project developer with the economic and political
analysis to support the construction of a pipeline gathering system with a tie in
to existing gas processing infrastructure. Work focused on competitive
analysis with other projects including the relative impact of royalty collection
to the crown.

> Gas Extension Project to a Major Ski Resort

e Assisted a large ski resort in the Interior of B.C. to obtain a Certificate of
Public Convenience and Necessity from the BCUC for the right to distribute
natural gas to customers at the resort community.

= Prepared the natural gas tariff and interim rate schedules, reviewed utility’s
Annual Financial Statements and assisted in drafting the Annual Report for
submission to the BCUC.

e Preparing an application to the BCUC for justification of permanent rates.
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»  Participation in a Utility ADR Process

® Have acted on behalf of industrial gas users in an Altemate Dispute
Resolution (ADR) processes with respect to utility revenue requirement. In
these cases, the client successfully resolved issues and avoided expense of
participation in Regulatory Hearings as a result.

»  Prepared Business Analysis of small LDCs

o Undertook a business analysis of a small gas distribution utility in Fairbanks,
Alaska. Assisted the majority owner in assessing options and strategies for
advancing a small, LNG supplied grid system in the early stages of its market
development.

e Reviewed the prospects of a natural gas or propane grid distribution system
for a community in northern Canada on behalf of a prospective owner-
operator.

»  Southern Crossing Pipeline Approval

e Provided justification and regulatory support during the 1998-99 Hearing
before the B.C. Utilities Commission, which resulted in the approval of this
project’s application.

¢  Work included preparing for open season as well as negotiations and drafting
of agreements with prospective shippers on the pipeline.

»  Real Estate — Owner’s Representative

e Managing commercial, industrial and retail properties on behalf of a family
owned real estate holding company.

s Performed acquisition and development analysis for new and existing
properties. Focus is on Industrial, Commercial and Retail properties.

» Negotiating and monitor commercial leasing agreements

e Develop and maintain corporate budgets

» Negotiating and obtaining mortgage financing

e Responsible for monitoring and ensuring that all tenants comply with prudent
operating practice with respect to environmental damage and site
contamination

o Liaise with Property Management firm, as required
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»  Miscellaneous Projects

¢ Land Remediation Project: Acted as a landowner’s agent with respect to
the remediation of real estate project. Responsibility included developing a
strategy for remediation and sale of the real estate, coordination of the legal,
environmental and other advisors, as well as project implementation.

- @ —Strategic-Analysis-of IPP-Opportunities:—On behalf ofa client; provided
advice with respect to Jocation attributes of various independent power
projects, including hydro and natural gas fired plants in various regions in
B.C.

* Market Analysis of Maritime LDC Opportunity: Assisted a potential
proponent on the merits of pursuing an investment in a natural gas distribution
franchise in Atlantic Canada.

= Water Services Company Acquisition Business Case: Developed a
business case for a successful acquisition of a water equipment supply and
service company which included strategic and business issues.

e Utility Acquisition Analysis:
e Examined the potential acquisition of a small natural gas distribution
utility in a remote location for technical, market and competitive issues.
* Examined the potential acquisition of an interest in a small, multi-utility
company by a larger utility for strategic and valuation issues.

* Financing Strategy for a Wastewater Treatment Plant: Assisted a ski
resort in assessing various off-balance sheet methods and risk sharing
strategies related to the financing a Wastewater treatment plant that was
required for permit reasons.
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Additional Activities

>

vV ¥V ¥V V V¥V

Highcliff Investments Ltd.: President & Founder (1992 — present)
Heathcliff Properties Ltd.: President (2002 — present)

Jacklin Road Properties Ltd.: President (2004 — present)
Esquimalt Building Ltd.: President (2006 ~ present)

B.C. Hockey — Carded Referee (2010 — present)

Speech Technology Empowering People Society (STEPS): Director
(2007-2011). Charitable organization that seeks to provide voice activated
computer alternatives for those who are physically challenged.

University of Guelph: Member of the Parents Excellence in Education
Committee (2007-2010)

York House School: Governor (1999-2008); Board Chair (2002-2005);
Vice Chair (2001-2002); Chair Advancement Committee (1999-2002);
Annual Giving Volunteer (1997-2008).

St. George’s School: Director (1990-92); Alumni Director (1980-1994),
Alumni President (1990-1992).

Heatheliff Foundation: Trustee

Febrnary 2017
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Gas Plant in Service (MSFT)
Allocation Net Plant Adjustiments Comrnentisexferem:asI
Accts Factor per BHF-2 % Estimate i
Production & Gathering 301-334
Cross D 24,011
Depreciated D (12,451) 0.00% - - no basis for commodity purchases being attributed to Titan
11,560 Ref: RLC testimony, Resp. 14
Transmisslon 365-370 - allocate only Bejuga aJ 39 of 103.2 miles
Gross S 4,196,949 - adjusted for Titan relative use of Beluga (2.936% of peak days)
Depreciated S (2.018.383) 18.71% 407,875 this is relative to Demand allocation factor "D (1.928%)
2,178,566 - Beluga is $70.8 of $217.62 mIn Tolal Transmission assets
(befare depseciation)
Distribution 374387 Ref: RLC testimony, Resg. 9
Gross {multiple} 37974
Depreciated (multlple} (25,007) 0.00% - - no basis for distribulion aclivities being attributed to Titan
12 967 Ref: RLC tesltirnony. Resp. 14
I
General Plant
Gross H 270,478 - Adjust for reduced Gathring, Transmission & Distribution
Depreciated H (181,195) 18.50% 16,522 - See note (A) below:
89,283 Ref: RLC testimony, Resp. 20
Tatal Net Plant $ 2,292,376 $ 424 196 18.50%
Working Capltal (+ unamortized software) H 54,647 18.50% 19,9863 - per Allocation H, adjusted in Note (A), below
Deferred Income Taxes N (211,988) 18.50% (38,228) - per Allocation N, adju:;’.!ed in Note (B), below
TOTAL MSFT RATE BASE $ 2,145,035 $ 436,159 20.33%
Notes: .T
(A) Gath, Trans + Dist $ 2,203,093 $ 407,675 18.50% - per Allocation Factor H adjustment
(B) Total Net Plant $ 2,292,376 § 424,196 18.50% - per Allocation Factor N adjustment
|

RLC-2: TITAN Allecation Model
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MSFT Allocation - Cost of Service

Allocatlon Rev. Req't Adjustments Comments/Reference
Accts Eactor per BHF-2 % Estimate
O&M Expense:
Purchased Gas 807 EV,E 6,070 0.00% - - no basis for commodity purchases being altributed to Titan
Ref: RLC testimony, Resp, 14
Transmission Expense B650-856 1,8 75,692 18.71% 14,164 - Point to Point allocation of BAP line as per Plant Allocation
Ref: RLC testimony, Resp. 9
Distribution Expense 870-843 (ruhlple} 5,341 0.00% - - no basis for diskribution activities being attributed to Tilan
Ref: RLC testimony, Resgp, 14
Customer Accounting Expense 901-904 c 9,873 50.00% 4,937 - This takes into account that MSFT includes costs for both
HEA and Titan Ref, RLC 1estimony. Resp. xx
Sales Expenese 911912 c 240 100.00% 240 - no change
Admin. & General Expense 920-831 M 104,617 17.78% 18,603 - Allocatian adjusted to account for lower share of O&M
per Nole (C), below
Depreclation Ref: RLC testimony, Resp. 21
Production & Gathering 301334 0 112 0.00% - ]
Traasmission 365-370 S 82,434 18.71% 15,426 ) Same Allocations as Net Plant Allocation
Distribution 374387 {multiple) 935 0.00% - 1
General Plant H 34.079 18.50% 5,306 )|
117,560 21,732
Taxes (other than Income) N, M 33,902 18.50% 6,273 ] propontional to Total Net Plant Note (A), above
Eamed Retum 4 191,265 20.33% 38,891 ] proportional to Rate Base Note (D), below
Ref: RLC testimony, Resp. 22
Income Taxes P 97,122 20.33% 19,748 ] proporiional io Rate Base Note (D), below
Ref: RLC testimony, Resp. 22
Other Revenues (o] (682) 19.42% (132) ] proportional 1o Revenue Requirement Note (E), below
Ref: RLC testimony, Resp. 22
TOTAL MSFT REVENUE REQUIREMENT $ 641,000 $ 124,456 19.42%
Notes:
(C) O&M Expense, & Ad Val. $ 114,935 $ 20,438 17.78% = per Allocation Factor M
(D) Total Rate Base $ 2,145,035 $ 436,159 20.33% - per Allocation Factor P
(E) Revenue Requirements $ 641,682 § 124,568 19.42% - per Allocation Factor O

RLC-2: TITAN Allocation Model
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Summary of Proposed Adjustments

Allocated Costs Volume
(MCF)
TITAN 838,806
HEA 547,461
TOTAL MSFT 1,386,267
Tariff Schedule
Fixed Monthly Charge
Variable Charge (per MCF)

Fixed Component

Variable Component

Notes:

Ti

n -~

I (1

Per Application

$ 351,778

$ 289,195

$ 640871

MSFT Class
Per Applicatl

$

$

14,300

0.2148 (F)

48.8%

51.2%

[

Proposed
Adjustment

$ 124,456

Proposed
TITAN Tarif

$ 5,000

$ 0.0788 (G)

48.2%

51.8%

(F) $0.2148 is th corrected volume charge ($/MCF) for BHF-2, page 26 [Titan-Enstar-2-31]

(G) Propased allocation § 124,456 less 12 monthly fixed charges of

- $64,456 divided by the Annual Volume for Titan

RLC-2: TITAN Allocation Model

838,806 MCF =

8 5,000 = 864,856

$§ 0.0768 per MCF

Proposal/

Application

35.4%
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STATE OF ALASKA

THE REGULATORY COMMISSION OF ALASKA

Before Commissioners: Robert M. Pickett, Chairman
Stephen McAlpine
Rebecca L. Pauli
Norman Rokeberg
Janis W. Wilson

In the Matter of the Tariff Revision Designated as
TA285-4 Filed by ENSTAR NATURAL GAS
COMPANY, A DIVISION OF SEMCO ENERGY,
INC.

U-16-066

N N " g

ENSTAR NATURAL GAS COMPANY’S RESPONSE TO
TITAN ALASKA LNG’S SECOND DISCOVERY REQUESTS

Pursuant to 3 AAC 48.155 and 3 AAC 48.141-145, ENSTAR Natural Gas

Company (“ENSTAR?”), by and through its counsel, responds to the Second Discovery
Requests from Titan Alaska LNG, LLC (“Titan™) as follows:

PRELIMINARY STATEMENT

Discovery in this docket is not complete. As discovery proceeds, facts,
information, evidence, documents, and other matters may be discovered which are not
set forth in these responses, but which may be responsive to these discovery requests.
The following responses are complete based on ENSTAR’s current knowledge,

information, and belief. Furthermore, these responses were prepared based on

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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as receipt points, as well as the CIGGS/KNPL interconnection on the Kenai Peninsula as a
receipt point, which has been used by Titan's predecessor company. As explained in the
ENSTAR'’s responses to Titan-2-4 and Titan-2-7 above, gas received by ENSTAR from

producers and other suppliers, regardless of whether it is resold by ENSTAR or transported |

by ENSTAR on behalf of others, is comingled in the ENSTAR system. ENSTAR then
delivers to both sales and transport customers gas from the ENSTAR system when and in
the quantities required by sales and transport customers (including Titan). Account 334
includes costs associated with a Beluga River Unit receipt point and the Beluga Pipe Line
Company receipt point. Consistent with Docket Nos. U-83-38 and U-87-2, which found
the ENSTAR system is functionally designed and operated as an integrated delivery
network, Titan was allocated $771 in net plant ($2,969 in gross plant less $2,198 in
accumulated depreciation) related to Account 334 as shown in the revised Exhibit BHF-2.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-17: Please admit that no pressure reduction facilities are

required for service to TITAN’s Point MacKenzie LNG plant, and that TITAN takes the
natural gas at the transmission line pressure.

Response: ENSTAR admits that Titan’s Point MacKenzie LNG plant currently
takes gas from the ENSTAR system at transmission line pressure.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30; 2017 RLC-3
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TITAN-ENSTAR 2-18: Does ENSTAR own and operate its own compressors

or compressor stations on its transmission pipelines? If so please identify each
compressor station, and specify its location.

Response: ENSTAR currently has two compressor stations located on its Kenai to
Anchorage transmission line. One is near the origin of the line at the Kenai Gas Field, and
the other is near Sterling, Alaska. ENSTAR has valves, related facilities, and land for a
compressor station on its Beluga to Anchorage transmission line near Mile Post 39, but
no compressor has been installed there to date.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-19: In which accounts reflected in BHF-2 are costs of

odorization reflected? For each account indicate the portion of that account related to
odorization. Please admit that Titan ships unodorized gas.

Response: The costs of odorization are reflected in Account 807. ENSTAR
admits that, generally, the gas that is received for and delivered to Titan is unodorized.
Please also see ENSTAR’s response to TITAN-2-5(b), and the general ledger lines
referenced therein. Expenses for odorant are identified in Column I (Explanation Alpha
Name) and/or Column J (Explanation-Remark).

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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TITAN-ENSTAR 2-20: Please answer each of the following questions relating

to the Beluga-Anchorage pipeline:

(a)  When was this pipeline constructed?

(b)___ What is the total length_(miles) and diameter of this_pipeline? _

(¢)  What is the design capacity of this pipeline?

(d)  What was the original cost of this pipeline?

(e)  What is the net plant in service of this pipeline in the current application?

() At what distance from the start of this pipeline does TITAN connect?

(g)  What was the total throughput on the line during the test year? How was this
throughput allocated among the various customer classes utilized in the Cost
of Service Study (ie. G1, G2, G3, G4/T4, VLET/APFT, MSFT, and IIT/ITS).

(h)  What was the throughput of the pipeline for each day of the three-day period
November 16-18, 2015, allocated among the same customer classes?

(1) Are there any compressor stations currently on this pipeline or contemplated
for future installation? If so, where are the compressors located relative to the
TITAN LNG plant (upstream or downstream)?

) At what pressure does ENSTAR typically receive natural gas from TITAN at
the start of the Beluga Pipeline?

(k) At what pressure does ENSTAR typically deliver natural gas to TITAN at the
LNG plant?

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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(a)

(b)

(c)
(d)

(e)

Does ENSTAR add odorant to the natural gas in the pipeline at any point? If
so, where does it inject the odorant? Confirm whether it is upstream or

downstream of the TITAN LNG plant location.

Response:

The initial pipeline construction occurred in 1983 and 1984. It was placed in
service in October 1984,

The Beluga to Anchorage pipeline system totals 120.1 miles. There are 102.4
miles of 20-inch transmission main that were included in the original
construction and were put into service in 1984. An additional 0.8 miles of 20-
inch main were added for a river crossing rerouting in 2004. The remaining
mileage is an assortment of 4 and 6-inch mains used for laterals.
Approximately 200 MMcf/day.

ENSTAR does not maintain a separate plant account or subaccount for the
Beluga to Anchorage pipeline. Asset descriptions from ENSTAR's records
indicate that the original cost of assets currently in service associated with the
Beluga to Anchorage pipeline in accounts 365, 366, 367, 368, 369, and 370
total $70.8 million. That includes assets that have been added since the
original construction in 1983-1984.

The information requested is not available. As noted in ENSTAR’s response
to Titan-2-16, ENSTAR does not maintain a separate plant account or

subaccount for the Beluga to Anchorage pipeline. Further, ENSTAR utilizes

U-16-066 - ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
Page 21 of 33 Page 5 of 15
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(8)

(h)

the group life depreciation method. Under that method, depreciation is not
calculated on an individual asset basis.
The interconnection to Titan's Point MacKenzie facility is approximately 39

miles from the origin of the Beluga to Anchorage pipeline._ ’

Receipt point meters on ENSTAR's Beluga to Anchorage pipeline recorded
26.45 Bef as being received into the ENSTAR system during the test year.
Because of the comingling of gas on the ENSTAR system, and consistent
with Docket Nos. U-83-38 and U-87-2, which found the ENSTAR system is
functionally designed and operated as an integrated delivery network, all gas
moved on ENSTAR system, including throughput on the Beluga pipeline,
was combined and allocated between customer classes in proportion to total
adjusted volumes during the test year as shown in as Allocation Factor E on
Exhibit BHF-1, the cost-of-service study (i.e., G1-33.64%,; G2-3.71%; G3-
7.41%; G4-13.18%,; VLFT/APFT-36.75%; MSFT-2.58%, and ITT/ITS-
2.74%).

Receipt meters on ENSTAR's Beluga to Anchorage pipeline recorded
347,547 Mcf as being received into the ENSTAR system for the three-day
period November 16-18, 2015. Because of the comingling of gas on the
ENSTAR system, and consistent with Docket Nos. U-83-38 and U-87-2,
which found the ENSTAR system is functionally designed and operated as an

integrated delivery network, the throughput on the Beluga pipeline for the

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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three-day period November 16-18, 2015, was not separately allocated
between customer classes. Total adjusted volumes on the ENSTAR system
for the three-day period November 16-18, 2015, were as shown in Allocation
Factor D, in Exhibit BHF-1, the Cost-of-Service Study.

Please see ENSTAR’s response to Titan-ENSTAR-2-18.

In addition to its General Objections, ENSTAR objects to this request as
seeking information that does not exist. As noted ENSTAR’s response to
Titan-ENSTAR-2-14 above, gas delivered on behalf of Titan is comingled
with other gas ENSTAR receives at the common receipt points and cannot be
segregated. ENSTAR does not calculate a “typical” pressure for its receipt
points.

Subject to and without waiving this objection, a review of ENSTAR’s
records for the past year indicates that the pressure at the Beluga River Unit
connection and Beluga Pipe Line Company interconnection generally ranges
between 820 psig to 710 psig.

In addition to its General Objections, ENSTAR objects to this request as
seeking information that does not exist. ENSTAR does not calculate a
“typical” pressure for its delivery points. ENSTAR also objects to providing
information that is already in the possession of Titan, as Titan measures the

pressure at its plant itself.

U-16-066 — ENSTAR's Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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Subject to and without waiving these objections, a review of ENSTAR's

records for the past year indicates that the pressure generally ranges between

820 psig and 750 psig in the summer and 760 psig and 660 psig in the winter.
_(D)__ Yes, al approximalely mile 39, just downsfream of the connection to Titan.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-21: For the total amount in each of the plant Accounts 365-

370 listed at Exhibit BHF-2, page 10, please provide:

(a)  The portion of the account associated with the Beluga-Anchorage pipeline.

(b)  The portion of the account associated with the first 39 miles of the Beluga-
Anchorage pipeline.

Response:

(a)  Please see ENSTAR’s response to Titan-ENSTAR-2-20(d).

(b) In addition to its General Objections, ENSTAR objects to this request as
seeking information that does not exist. That level of detail is not available
for all of the assets associated with the Beluga to Anchorage pipeline. The
original transmission main constructed in 1983-1984 was recorded as a single

asset.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

U-16-066 — ENSTAR'’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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TITAN-ENSTAR 2-22: For the total amount in each of the expense Accounts

850-866 listed at BHF-2, page 8, please provide:

(a) The portion of the account associated with the Beluga-Anchorage pipeline.

(b) The portion of the account associated with the first 39 miles of the Beluga-
Anchorage pipeline.

Response:

(a) In addition to its General Objections, ENSTAR objects to this request as
seeking information that does not exist. ENSTAR does not track the expense
information at this level of detail. Please also see ENSTAR’s response to
Titan-ENSTAR-2-21.

(b) In addition to its General Objections, ENSTAR objects to this request as
seeking information that does not exist. ENSTAR does not track the expense
information at this level of detail. Please also see ENSTAR’s response to
Titan-ENSTAR-2-21.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-23: Please confirm which legal entity owns the Beluga-

Anchorage Pipeline.
Response: Alaska Pipeline Company.

Person(s) Supplying Information: Daniel Dieckgraeff.

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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TITAN-ENSTAR 2-24: Please confirm that during the test year, and since the

test year to date, TITAN received service via the same section of the Beluga-Anchorage
Pipeline. Please confirm that Titan’s gas was received by ENSTAR at Mile 0 of the

pipeline and delivered to the Titan facility at Point MacKenzie.

18

19

20

21

Response: ENSTAR confirms that during the test year, and since the test year to
date, TITAN has received service from ENSTAR’s entire fully integrated natural gas
delivery system, which includes the Beluga-Anchorage pipeline segment. The
Commission found in Docket U-83-38 that “the plant used for the delivery of gas to all
customers is so thoroughly interdependent that efforts to isolate specific portions of the
system which serve particular customers is not only impractical, but attempts to do so
will produce inappropriate distortions in a COS study,” that “a customer need not be
directly or physically connected to a unit of plant in order to benefit from its existence,”
and “all classes of customers have benefitted from ENSTAR’s integrated design
approach and, therefore, must share in the costs.” In U-87-2, the Commission further
stated that “ENSTAR’s system is designed and operated to meet the needs of the system
as a whole.” ENSTAR does confirm that during the test year and since the test year to
date, the gas receipts for the account of Titan has been provided to the receipt points on
the Beluga-Anchorage pipeline segment, and that gas deliveries to Titan have been to

Titan’s delivery point which is on the Beluga-Anchorage pipeline segment.

Person(s) Supplying Information: Daniel Dieckgraeff.

U-16-066 — ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3
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TITAN-ENSTAR 2-25: Please admit that Enstar has no distribution facilities

between Beluga and the TITAN LNG plant.
Response: Admit.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild

TITAN-ENSTAR 2-26: Please admit that natural gas flowing from Beluga to

TITAN’s LNG plant is never physically in contact with any distribution plant owned or
operated by Enstar. Please admit that the natural gas delivered does not need to travel
through distribution plant to arrive at the TITAN LNG Plant.

Response: Denied. Because of the comingling of gas explained in ENSTAR’s
responses to TITAN-2-13, 2-14, 2-16 and 2-20, it is not possible to track the "natural
gas flowing from Beluga to Titan's LNG plant." Moreover, the notion of whether that
gas was "physically in contact with any distribution plant owned or operated by
ENSTAR" is at odds with the findings in Docket No. U-83-38 that "for COS and rate
design purposes [ENSTAR is a] a fully integrated natural gas delivery system.” The
Commission also found that "the plant used for the delivery of gas to fall customers is
so thoroughly interdependent that efforts to isolate specific portions of the system which
serve particular customers is not only impractical, but attempts to do so will produce
inappropriate distortions in a COS study," that "a customer need not be directly or
physically connected to a unit of plant in order to benefit from its existence," and "all
classes of customers have benefitted from ENSTAR's integrated design approach and,
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therefore, must share in the costs." Please also see ENSTAR's responses to Titan-2-25
and Titan-2-27.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-27: Please identify and provide the location for the Enstar

distribution facilities closest to the TITAN LNG plant.
Response: There is an odorant injection facility and a regulation station located
downstream of the FNG facility interconnection with the Beluga to Anchorage pipeline.

Both facilities are within 200 feet of the interconnection.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-28: Please admit that none of the distribution plant in

Enstar’s Accounts 374-387 is used to provide service to TITAN.

Response: Denied. The Commission found in U-87-2 that $4,595,424 in
Account 376 (Distribution Mains) was used to provide service to large customers
similarly situated to FNG/Titan (i.e., connected directly to ENSTAR's transmission
pipelines). Because of the manner in which Account 376 affects the allocation of other
distribution plant, the Commission's finding resulted in amounts in Accounts 374, 375,
377, 378, 379, 385, and 387 also being used to provide service to large customers
similarly situated to Titan.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.
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TITAN-ENSTAR 2-29: Please admit that none of the expenses reflected in
Accounts 870-893 are related to the transportation of natural gas between Beluga and
the TITAN LNG plant.

Response: Denied. Because of the manner in which distribution operating and
maintenance expenses are allocated, the Commission's finding in U-87-2 that
$4,595,424 in Account 376 (Distribution Mains) was used to provide service to large
customers similarly situated to FNG/Titan (i.e., connected directly to ENSTAR's
transmission pipelines) resulted in a portion of the expenses reflected in Accounts 870-
893 also being related to providing service to large customers similarly situated to Titan.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-30: Since TITAN does not use any of the distribution plant,

please explain Enstar’s rationale for allocating any distribution costs to TITAN in the
rate design process. (Accounts 870-893, 374-387)

Response: Please see ENSTAR’s responses to Titan-ENSTAR-2-28 and Titan-
ENSTAR-2-29.

Person(s) Supplying Information: Daniel Dieckgraeff and Dr. Bruce Fairchild.

TITAN-ENSTAR 2-31: On page 32 of his testimony and again on page 26 of
BHF-2, Dr. Fairchild states that the MSFT test year volumes are 1,471,718 Mcf. On

page 23 of BHF-2 and in TA285-4, Attachment B, page 8, the MSFT test year volume
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i1s shown as 1,386,267 Mcf. Please clarify and confirm the correct volume for the
MSFT class, and provide a corrected BHF-2.

Response: The 1,471,718 Mcf volume figure cited on page 32 of Dr. Fairchild’s

Mcf. The only change to Exhibit BHF-2 is on page 26, where the volume charge at
cost-of-service increases from $0.2023 per Mcf to $0.2148 per Mcf, and the volume

charge adjusted for gradualism increases from $0.2098 per Mcf to $0.2227 per Mcf.

Person(s) Supplying Information: Dr. Bruce Fairchild.

U-16-066 - ENSTAR’s Response to Titan’s Second Discovery Requests U-16-066
January 30, 2017 RLC-3

Page 30 of 33 Page 14 of 15




DATED this 30" day of January, 2017, at Dallas, Texas.

U-16-066 -- ENSTAR’s Response to Titan’s Second Discovery Requests

January 30, 2017
Page 31 of 33

Tl CON

{
Moira K. Smith Q
Vice President and G¥neral Counsel

Alaska Bar No. 0805032

P.O, Box 190288

Anchorage, AK 99519-0288
Phone: (907) 334-7662

Fax: (907) 334-7657
moira.smith@enstarnaturalgas.com

Matthew C. Henry
Texas Bar No. 00790870
Myles F. Reynolds
Texas Bar No. 24033002
VINSON & ELKINS LLP
2001 Ross Avenue, Suite 3700
Dallas, Texas 75201
Phone: (214) 220-7873
Fax: (214) 999-7873
mhenry@velaw.com
mreynolds@velaw.com

U-16-066
RLC-3
Page 1S of 15




RCANo. 4 Fifth Revision ShectNo. 212 RECEIVED

Cancelling

Fourth Revision Sheet No. 212 JUN 01 208

STATE OF ALASKA
ENSTAB  ENSTAR Natural Gas Company REGULATORY COMMSSION OF ALASIA

$2145 Schedule MSFT — Mid-Sized Firm Transportation Service
§2145a  Application

-§2445a(H)-Thistateschedule-applies to-firm transportation service to: -

§2145a(1)(a) Titan Alaska LNG, LLC (formerly Fairbanks Natural Gas Company
(FNG)) LNG Plant #1 located along the Company’s Beluga to Anchorage Pipeline.

$§2145a(1)(b) Alaska Electric and Energy Cooperative, Inc. Soldotna Combustion
Turbine power plant located along the Company’s Kenai to Anchorage Pipeline.

$2145a(2) This service shall be supplied under Sections 1605 and 1640, and

§2145a(3) The Firm Transportation Service Agreement between the Customer and the
Company.

§2145b  Monthly Rate

Service Charge (Base)-Volumetric Rate:
$0.1831 per thousand cubic feet (Mcf)
Customer charge:
$14,300 per Month
§2/45¢  Rate Adjustments
Rates for service under this Schedule are subject to various charges and adjustments as
approved by the Regulatory Comunission of Alaska including, but not limited to, the

Regulatory Cost Charge as outlined in Section 2401 and the additional fees set out in Section
2561. Rates may also be subject to local sales taxes.

U-16-066
Exhibit RLC-4
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PACIFIC NORTHERN GAS LTD.
2003 FULLY ALLOCATED COST OF SERVICE STUDY

1 INTRODUCTION

On July 31, 2002 the B.C. Utilities Commission (the “Commission”) released its decision on
the 2002 Revenue Requirements Applications filed by Pacific Northern Gas (“PNG”) and
PNG (N.E.) on November 30, 2001 and subsequently amended on February 25, 2002. The
Commission approved the cost allocation methodology as applied for by PNG and accepted
the suggestion by PNG that it defer further rate rebalancing until it can review the allocation
of costs among its rate classes. The Commission directed PNG to include a Fully Allocated
Cost of Service (“FACOS”) study with its 2003 Revenue Requirements Application. The
following describes the 2003 FACOS which s referred to as the “2003 Study™.

In November 1997, PNG filed with the Commission a Cost of Service Allocation/Rate
Design Study based on the projected volumes and revenue requirement for 1998 (the “1998
Study”). The Comunussion reviewed the 1998 Study in a public hearing held in March 1998
and issued its decision in June 1998. Except for some minor changes described herein, the
2003 Study uses the same methodology to allocate costs to each of the rate classes as was
used in the 1998 Study. As in the 1998 Study, gas supply costs are excluded from the
analysis and therefore the resulting revenue to cost ratios are a comparison of fixed and

variable transportation and distribution revenues and costs.

The 1998 Study estimated gas supply administrative costs based on a review of wages,
benefits and expenses associated with the administration of PNG’s gas supply portfolio and
allocated these costs directly to the core market. All gas supply administrative costs are now
allocated to the cost of gas supply and therefore do not appear in the gross delivery margin.

This reflects the fact that PNG now outsources all of its gas supply functions to a third party.

The 2003 Study follows the standard three-part methodology in which costs are:
(i) functionalized, or categorized according to which function (i.e. transmission, distribution,
U-16-066
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or customer metering and administration) causes the costs to be incurred; (ii) classified
according to whether the costs are demand (capacity), customer service or commodity related
and (iii) allocated to each customer rate class according to its share of each of the classified
-costs—Specifically;-the2003-Study-classifies-each-rate-base-and-cost of-service- compenent

mto one or more of the following:

Transmission Capacity

The facilities and costs of providing transportation capacity and compression for
moving gas from the interconnect with the Duke Energy T-South mainline at

Summit Lake to delivery points off of the PNG high pressure transmission system.

Distribution Capacity

The facilities and related costs associated with providing more than the minimum
distribution and metering capacity to larger customers utilizing the distribution
system. The minimum capacity is defined as that required to service a residential

customer.

Customer Service

The facilities and related costs associated with meeting the minimum distribution
capacity and metering requirements as well as for the provision of customer

SErvice.

Commodity

‘The variable costs associated with moving a unit of gas through the pipeline

system.

The capacity and metering requirement of a single residential customer was used as a basis
for classifying the cost of service and rate base components of the distribution system into

capacity and customer related components. Cost and rate base components associated with

U-16-066
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distribution mains were functionalized according to a minimum size critecion into capacity
and customer related components. The minimum size of distribution main required to serve
a customer was assumed to be 0.5 inches in diameter. The equivalent 0.5 inch capacity (0.5
times length) of all distribution mains was calculated and compared to the actual diameter
times length. The excess was associated with providing extra capacity for certain customers
and was therefore classified as a capacity component. Similarly, the average unit cost of a
minimum meter type (AL-225TC) was used to functionalize meter costs into distribution
capacity and customer related components. The minimum meter requirement for a customer
was assumed to be the AL-225TC. The cost of providing minimum metering to all
customers was compared to the actual meter costs. The excess was associated with providing

extra capacity for certain customers and was therefore classified as a capacity component.

The ratio of capacity to customer was determined in the 1998 Study to be 73.4% to 26.6% for
costs related to distribution mains and 44.20% and 55.80% for costs related to metering.
None of the changes to the PNG system since 1998 have warranted revising this study or
changing these classification coefficients and consequently, these same factors were used in

the current study.

Sections 2 to 4 describe the cost of service allocation principles as applied in the 2003 Study.
Section 5 presents the Study’s recommendations and conclusions. Tables supporting the

study are provided in the appendices.
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2 FUNCTIONALIZATION AND CLASSIFICATION OF THE RATE BASE

2.1 Introduction

The rate basc was calculated using the forecast average balances of the plant in-service,
depreciation and deferred charges. Estimated normal levels of conversion Joans, construction
work in progress and working capital were included as well. The forecast average balances
of contributions in aid of construction and construction advances as well as an adjustment for
expenditure timing and the balance of deferred taxes were deducted from the rate base. The
classified projected average 2003 balances of the rate base components are presented in

Appendix 2.

The classification of each of the major rate base components is discussed in the following

sub-sections.
2.2 Transmission Plant
The transmission plant in service has been classified as being related to the provision of

transmission pipeline capacity.

2.3 Distribution Plant

The components of the distribution plant in service are classified in accordance with the

following table. All service related costs are classified as providing customer service.

Rate Base Item: Distribution 51555 Qlassxﬁed as:
Distribution Plant Function D’S"'bu.tlon Custo_mcr
Capacity Service
- Structures Mains 73.4% 26.6%
-  Mains
- Regulating
Equipment
Meters Metering 44.2% 55.8%
- Services Services - 100%
- House Installations
Other capacity related | Capacity 100% -

U-16-066
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2.4 General Plant

The general plant was classified pro rata on the sum of the transmission and distribution net-

plant-in-service classifications.

2.5 Deferred Charges

The average balances of line break costs, stress corrosion cracking costs, extraordinary plant
losses, preliminary engineering studies and deferred revenues from industrial customer
deliveries in 2002 were classified as being related to the provision of transmission pipeline
capacity. Customer conversion costs and systems development costs associated with the CIS
and FIS systems were classified as providing basic customer service. Rate design costs and
property tax variances were classified into transmission and distribution capacity and

customer service pro rata on the basis of the net-plant-in-service.

2.6 Other Rate Base Items

The average balance of contributions in aid of construction, construction advances, and
construction work in progress as well as the adjustment for expenditure timing were
classified to transmission and distribution capacity and customer service pro rata on the basis
of the net-plant-in-service. Conversion loans and cash working capital were deemed to be
rate base items related to the provision of customer service. The line pack and inventory
components of ‘other working capital’ were classified as transmission capacity and pro rata

on the net-plant-in-service classifications, respectively.

Deferred income taxes were classified pro rata on the basis of net-plant-in-service.

U-16-066
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3 FEUNCTIONALIZATION AND CLASSIFICATION OF THE COST OF SERVICE

3.1 Introduction

The 2003 Study uses the forecast 2003 test year cost of serv_Ice—iﬁuding the proj_ected 2003
revenue deficiency as presented in PNG’s 2003 Revenue Requirements application. The cost
of service net of gas supply costs (ie. the gross margin) is used in the allocation study. The
following subsections describe classification of each of the major components of PNG’s

gross margin as presented in Appendix 3.

3.2 Cost of Gas Used in Operations

The cost of gas used in operations, which includes pipeline and regulating gas as well as
compressor fuel, is a function of pipeline throughput and was therefore classified as a

commodity cost.

3.3 Operating and Maintenance Expenses

Transmission operating and maintenance expenses were classified as providing transmission

capacity.

Distribution operating and maintenance expenses net of costs recovered from the provision of
shared services to the PNG (NE) division were classified in accordance with the following
table. Expenses related to specific plant facilities were classified on the same basis as the
related rate base item. All service related cosis were ciassified as providing customer
service. The operating expense associated with ‘mains and services’ was classified into
distribution capacity and customer service using the average of the mains (73.4%/26.6%) and

service (0%/100%) classifying coefficients.
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Operating and Distribution S C'Iasmﬁed h
Maintenance Item Function Dlstnbu'uon Custo_m it
Capacity Service
Regulating Stations Distribution Mains | 73.4% 26.6%
- Supervision Metering 44.2% 55.8%
- Removing and
resetting meters
- Service on customer | Services - 100%
premises
- Sales promotion
- Customer
accounting
Mains and Services Mains and Services | 36.7% 63.3%

General operating expenses net of costs recovered from shared services were classified pro
rata on the basis of the sum of the transmission and distribution operating expenses net of the
cost of gas used in operations. Similarly, general maintenance expenses were classified pro

rata on the basis of the sum of the transmission and distribution maintenance expenses.

3.4 Administrative and General Expenses

Administrative costs, including employee benefits and net of recoveries from shared services,
were classified pro rata on the basis of the sum of the operating and maintenance costs.
Costs incurred for special services, insurance premiums and general corporate expenses were
deemed to be a function of the size of the organization and were therefore classified pro rata

on the total rate base.

3.5 Depreciation and Amortization Expenses

Depreciation and amortization was classified on the same basis as the utility plant or deferred
charge to which it relates. The amortization of non rate base interest bearing deferrals was

classified pro rata on total rate base.
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3.6 Taxes Other Than Income Taxes

Regular property taxes were classified pro rata on the basis of net-plant-in-service.

The_one_percent_in lieu_tax related to_residential and commercial_customers_was_classified
into distribution capacity and customer related costs on the basis of the mains classifying

coefficient. The industrial portion of this tax was classified as providing transmission
capacity.
3.7 Other Income and Miscellaneous Revenue

Other income and miscellaneous revenues were classified on the same basis as the total rate

base.

3.8 JIncome Tax and Earned Return

The earned return was classified on the same basis as the total rate base.

Income taxes are a function of the equity component of the earned return and were therefore

classified on the same basis as the total rate base.
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4 ALLOCATION OF THE COST OF SERVICE TO THE RATE CLASSES

Each rate class is allocated a share of one or more of the classified components of the gross
margin. The core market is comprised of the residential, commercial firm, commercial
transportation, commercial interruptible, small industrial sales, seasonal off-peak sales and
natural gas vehicle (“NGV™) customer rate classes. The Granisle propane customers have
been broken out of the residential class and treated as a separate rate class for the purposes of

this study.

The large and small industrial firm and interruptible transportation customers make up the
non-core market. The large industrial customers have been separately identified as

Methanex, Skeena, Eurocan, Alcan and BC Hydro.

The 2003 Study implements several minor changes to the allocation of costs as compared to
the 1998 Study. The allocation of customer related costs to the commercial interruptible
sales customers and the BC Hydro interruptible transportation service was discontinued in
the 2003 Study. All interruptible services are now allocated a share of the commodity costs
only. In addition, seasonal off-peak customers are now allocated a portion of the
transmission capacity costs, on the basis of a 50% load factor, in addition to customer and

commodity costs.

Costs have been allocated to all other customer classes in the same manner as in the 1998

Study.

The costs associated with each of the classified cost components were allocated across rate
classes in the manner described in the subsections below. The results are presented in

Appendix 4.
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Transmission Capacity

The costs associated with the provision of transmission capacity were allocated to
all firm_custoroer_classes with_the _exception of the_customers_on_the_Granisle

propane system who do not use the transmission system.

Costs were allocated on the basis of the distance weighted non-coincidental peak
day demand projected for 2003. Peak demand for the large and small industrial
transportation custormers was deemed to be a customer’s firm daily contracted
demand converted to GJ's using the heat content at Summit Lake forecast by Duke

Energy for the 2003 gas year.

The distance factor for each rate class was determined by calculating the distance-
weighted average of the annual projected volumes for each delivery point where
the distance is measured along the mainline from Summit Lake. Projections on a
per delivery point basis for the residential, commercial sales and small industrial
sales customers were not available and, consequently, actual volumes delivered in

2001 at each location were used.

Distribution Capacity

The costs associated with the provision of distribution capacity were allocated to
all firm service customers with the exception of the residential sales and large
industrial transportation customers. Residential customers represent the minimum
level of gas service within the distribution system and, consequently, these
volumes do mot use the additional distribution capacity required for the other
customers. Deliveries to the large industrial customers are made directly from the
transmission pipeline system and therefore do not attract any distribution capacity
costs. Costs were allocated on the basis of the forecast non-coincidental peak day

demand.
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Customer Service

Customer costs were allocated to all firm service customers on the basis of the
deemed number of meters installed for each customer. Each small industrial
customer and large industrial firm customer was deemed to be equijvalent to 10 and

220 installed residential meters, respectively.

Commodity

The variable costs associated with transporting and delivering a unit volume are
limited to the cost of company use gas and were allocated on the basis of projected
annual volume to all customers except Methanex. Under the terms of the new firm
transportation service agreement between PNG and Methanex (the “Methanex
Agreement”), Methanex supplies its own company use gas and, consequently,

these costs have been excluded from PNG’s projected gross margin.
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5 2003 STUDY RECOMMENDATIONS AND CONCLUSIONS

5.1 General

The purpose of a cost allocation study is to test the reasonableness of rates currently in effect.
This is done by calculating revenue to cost ratios which compare the projected revenues to
the projected allocated costs for each customer class. The projected revenues to be recovered
from each customer class were calculated by multiplying forecast 2003 deliveries by the
approved 2002 rates and allocating & portion of the projected revenue deficiency to each rate
class in accordance with the established methodology of allocating pro rata on the net margin
of each rate class. Pursuant to the Methanex Agreement, Methanex deliveries are not

allocated a portion of the deficiency.

A revenue to cost ratio of 1:1 means that a customer class is paying exactly its allocated cost
of service. In practice, cost allocation studies and rate designs are not precise enough to
generate the ideal ratio of 1:1. The Commission has confirmed on several occasions that, on
general terms, ratios between 0.9 and 1.1 result in rates that are just and reasonable. The
circumstances of each utility are different and this rule of thumb will not always be strictly

applied by the Commission.

Appendix 1 presents the projected revenue to cost ratios for 2003 and compares them to the
1998 study. This table presents a set of revenue to cost ratios based on annualized revenues
from, and costs allocated to, Skeena Cellulose which is expecied io return to full capacity on
July 1%, 2003 and generate six months of revenue from firm and interruptible deliveries.
The commodity costs allocated to the annualized Skeena deliveries were pro rated to one full
year based on the actual projected deliveries for 2003. The revenues associjated with Skeena
were pro rated to one full year based on the projected revenues for six months of deliveries in
2003. Finally, the revenue deficiency projected for 2003 less the incremental revenue from

the annualized Skeena deliveries were reallocated to all customer classes except Methanex.
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In its decision on the 1998 Cost of Service Allocation/Rate Design Study, the Commission
invited PNG to apply for further inter-class shifts in revenue for 1999 and 2000 in line with
the direction indicated in the 1998 Study. The results of the 2003 Study reflect the actions
that PNG has taken to trend the revenue {0 cost ratios towards unity for all customer classes.
However, the Methanex Agreement overshadows the effects that the inter-class shifts have
had since 1998 and, as a result, the revenue to cost ratios for the remaining large industrial
transportation customers have increased with respect to those presented in the 1998 Study.
However, since the recovery of the gross margin from Methanex is higher than the
commodity costs associated with their deliveries, the Methanex volumes are recovering a
significant portion of the gross margio that would otherwise be allocated to the remaining
customers. Therefore PNG is recommending that no rate shifts be implemented at this time.
Given the fact that the residential customers’ revenue to cost ratio is under 1.0, there may be
an opportunity in the future to shift margin to them and decrease the Skeena, Eurocan and
Alcan margin requirements. Gas supply prices are still too high to permit rate shifting at this

time.
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Pacific Northern Gas Ltd.
Revenue to Cost Ratios
2003 Forecast with Skeena Deliveries Annuallzed
Gross Margin 2003 Revenue | Gross Margin Including
2003 Deliveries | Allocated Cost of Service | using 2002 Rates Deficiency 2003 Revenue Deficiency Rev/Cost
Customer Class (GY) (S000) (%) ($000) ($000) (3000) (%) 2003 1998
Residential Sales ex Graniste (RS 1) 1,836,834| 8 11,925 283%| S 8876 | S 1,320 | & 11,196 26.6% 0.94 0.73
Granisle (RS 1) 18,797| § 63 02%| 3 558 71% 63 0.1% 0.99 0.73
Commerclal Classes (RS 2, 3, 4)
Small & Large Commercial Firm (RS 2) 1.238,410| 8 6,683 15.9%| $ 5833 | S 79| S 8,612 18.7% 0.99 0.65
Commercial Transport (RS 3) 64,081 S 2047 0.6%| 172 s 23|s 195 0.5% 0.79 1.08
Commercial Interruptible (RS 4) 43,996| S 0 00%| 8 108 | § 14]S 122 0.3% 11.74 12.65
Small Industrial Classes (RS 5)
Sales 564,908 S 984 24%| $ 846 | S 126 | § 1073 2.68% 1.08 083
Yranspoct 966,306| $ 1,424 34%| % 12818 1€8 (S 1,430 3.4% 1.00 0.96
Interruptible Transport 0]3 - 0.0%| $ -1s -ls - 0.0% na 0.00
Seasonal Ofi-Peak Sales (RS 6) 30,935| S 46 01%| 8 135( 8 186|S 163 0.4% .30 12.85
NGV (RS 7) 33651 S 48 0.1%| ¢ 52|s 7|s 5 0.1% 122 0.82
Large Industrial
Methanex - Fiem 21355335 S 15,144 36.0%( & 11,280 | $ -|S 11,280 26.8% 0.74 1.22
- Inlermuplible 3,289,366| $ - 0.0%| S 1,049 | s -1s 1,049 25% na 2.74
Skeena - Firm 2,190,730| 2,315 55%| § 2856 | $ 385 % 3,351 8.0% 145 1.21
- Imtermuptibie 189,705| $ 45 0.1%] & 268 | & 3 |S 305 0.7% 880 10.12
Eurocan - Firm 2,687326| $ 2,500 6.0%| S 3180 | % 425 | 3.605 B.6% 144 119
- Interruptidle [JR] - 0.0%| $ -1 -8 - 0.0% na 11,40
Alcan - Firm 431,799 $ 477 11%] S 561 |8 75|S &36 1.5% 1.33 1.08
- Intertuptible 558.201| $ 132 03%] S 791 (8 106 | $ aa? 2.1% &§.80 1185
B,C. Hydro 10,000| $ 2 0.0%| $ 3619 S|S 41 0.1% 1734 5.86
Total 35,510,380 $ 42,066 100% $ 38561 $ 3,505 S 42.088
Adjusted Revenue Deficiency:
As Flled: $ 4,925
Increase in Skeena Gross Margin  § (1,599)
less Increase in Skeena commodity costs & 278
Adjusted Revenue Deficlency: $ 3.505
U-16-066
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15
16
17
18

19
20
21
22
23
24
25
2%
27
28
29

30

31

Net Plant In Service
Transmission
Distribution

Structures

Services

House installations

Maing

Reqgulating equipment

Meters

Other capacity related
Subtotal Processing, Trans and Dlst
General
Total Net Plant In-service

Deferred Charges
Transmission
Distribution
General

Total Deferred Charges

Other Items
Adjustment for expenditure timing
Contributions In Aid Of Construction
Construction Advances
Deferred Income Taxes
Construction Work In Progress
Conversion Loans
Cash Warking Capital
Other Working Capital - Linepack
Other Working Capital - Inventory
Total Other Rate Base Items

Total Rate Base

Percentage of Rate Base
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Pacific Northern Gas Ltd.
APPENDIX 2
Functionalization and Classification of the Rate Base
2003 Forecast ($ 000's)
~------—- Capacity -——--
Total Trans. Dist. Customer Commodity
103,842 103,842 - . .
279 - 205 74 -
15,028 - - 15,026 -
2,271 - - 2,271
19,182 . 14,079 5,102
172 127 46 -
2,655 5 1,174 1,481
480 5 460 . -
143,888 103,842 16,044 24,001 .
8,227 5,938 017 1,372 -
152,116 109,780 16,962 25,374 -
700 700 . "
245 . . 245
27) (19) (3) (4)
218 681 3) 240
{41) (30) () (7) -
(5.955) (4,298) (664) (993)
(245) (177) (27 (41) -
(14,462) (10,437) (1,613) (2,412) g
100 72 14 17 -
7 - - 7 .
4,814 . . 4,814 -
800 600 - - -
984 710 110 164
{14,198) (13,559) (2.188) 1,548 .
138,835 96,902 14,771 27.162 -
100,00% 89.80% 10.64% 19.56% 0 00%
U-16-066
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Paclflc Northern Gas Ltd.
APPENDIX 3
Functionalization and Classification of the Cost of Service
2003 Forecast ($ 000's)
————- Capacity —-
escription Total Trans. Dist. Customer Commodity
Operating Costs
Transmission 1,888 1989 . . -
Distribution
Supcrviston 273 - 121 152 -
Removing & resetting meters 162 - Al 99 .
8ervice on cuslomer pror lxes 45 - - +5 -
Malns and services 366 - 134 231 -
Regulating stabons 3 - 2 1 -
Sales promotion 20 - - 40 .
Customer Acoounting ).442 - - 1,442 -
Tatal T Issdon and Distrib 4,282 1,969 328 2,002 -
General System Operations 1.495 685 114 096 =
Total Operating 5,794 2653 443 2698 -
Malntenance Caosts
Transmission a7 207 - -
Distribution
Struzures B8 - 4 ( -
Maung and services 66 . a2 55 -
Regufatng equigment - . . .
Meters 96 2 42 53 -
Tota) Transmisalon and Distridution 1,094 607 78 109 B
General 79 &4 2 8 -
Total Matntenance LR 87 [ 147 .
Total Operating and Mainteaance 8,887 362 528 2815 -
Administrative and General Costs
Administration 1,832
Employee bensfs 932
Traaslcrs 1o capita) (517)
Subtotal 2,249 1,470 470 6o
Spectal Services 340 237 36 67
Insuranee 1,630 1,088 163 293 .
General Expense 537 376 57 105 -
Tota) AdminlsUntive and Gonera) 4,856 2,851 426 4,380 -
Depreciation
Tranamiasion 4,710 4,710 8 =
Distribution
Steuziares 12 - 9 3
Services 737 . - 737 -
House mslallaltons S9 - - 99
Maing 635 . 466 189
Regulabng equipmenl 10 . 7 3
Melers 107 - 47 60
Other capaaly cetaled 54 - 54 - -
Bubtotal Depreciation Expense 0,264 4740 584 1.070 -
General 677 501 62 114 -
Amartization of Contributions In Ald of Cons (245) am (27) (41) -
Depreclation Capltalized (427) {64) {12 21 -
Total Depreclation Expense 8.659 4,840 607 1,422 -
Amortlzation
Line breax cos(s £9 9, - - -
Stress Comosion Cracking a3 83 B .
Cenversion Cosls (] . - 8
Byslems oevelopment cosls - FIS 59 . . 1] B
Extraordinary Plant Loss 3 3 . - -
Syslems developmen( costs - CIS B - - 36 -
Reanng Cosls 127 92 14 21
Rate design -] 4 1 1
Procenly laxes {66) (48) T (11) -
Indusirial Cust 02 Delweri 151 151 . - -
{nteresl Beanny Octereal 67 BY 9 17 -
Total Amortization Expense 542 e 17 129 -
U-16-066
RLC-S
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Paclfic Northern Gas Ltd.
Derivation of Allocators
2003 Forecast
m (2) (<) (C] N=0)x @ (D
Customer Count (July 1, 2003) Peak day Volume Digtance Factars
|0ustomer km-Post Raw Deemed (GJID) GJID - km % Annua
Residential Sales (RS 1) (less Granisie) 38829 19,801 19,801 58,733 7,455,310 14.00% 1,636,834
Granisle (RS 1) 158.49 160 1€0 2] 1] 0.00% 18.787
Commercial Classes (RS 2, 3, 4)
Small & Large Commeccial Ficm (RS 2) 407,09 2828 287 13,072 5,321 665 9.95% 1.238,410
Commeareial Transport (RS 3) 204.28 8 8 657 193,219 0.28% 54,081
Commeccial Inteyruptible (RS 4) 6€3.03 4 4 o] 0.00% 43,996
Ssnall Industrial Classes (RS 5)
Sales 263.88 19 19 2,58 674,508 126% 554,500
Transport 247,08 6 &D 3,568 858,038 1.68% 966,306
Interruptible Transport 241.09
Seasonal Off-Peak Sales (RS 6) 45522) 4 4 170 77,182 0.14% 30,935
NGV (RS T) 430.86 4 4 82 40,681 0.08% 33 651
Large Industrial
Mothanex - Firm 485,70 1 220 62.004 $0,831,909 57.96% 21,355,335
- Intsuptidle 428.70 o] 0.00% 3,289,366
Skeena - Fim 688.70 1 220 5,002 3,521,373 6.58% 2,18D0,730| Note 1
- intecruptible 556.70 Q 0.00% 189,705| Note 1
Eurozan - Fimrn 497,88 1 220 7,388 3678411 6.86% 2,687,328
- Infcrruptiblc 407.89 (7] 0.00% 0
Alean - Flrm 50247 1 220 1,183 594,067 1.11% 431,792
-~ Imeeruptibls 802,17 (1] 0.00% 558,201
B.C. Hydro 681.84 1 10 1] 0.00% 10.000
Total 22.940 23.878 115.597 53,457.306 100.00% 35.510.230
Note 1: The volumes projacied o be defiveied ta Skeena have been annualized in arder Jo pravido 3 more regrescniative set of revenue o cost ialiog
U-16-066
RLC-5

12/4/2002
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Pacific Narthern Gas Ltd.
Allocation of Cost of Service to Customer Classes
2003 Forecast
Transmisslon Capacity Distribution Capagity Customer Service Commodity Total
Customer Class | GJID-km GJD % (8000} | Deemed % (5000) GJ % ($000) % ($000)
Resldentjal Sales ex Granisle (RS 1} 7,485,310 16.00% § 3638 0 0.00% 6 - 19,801 8330% § 7653 1,835,634 19.60% § 434 28.54% § 19,925
Cranisie (RS 1) ° 0% 3 E 0 0.06% S - 160 067% § 53 0 0.00% § - 0.45% 3 63
[ ial Clagses (RS 2 3, 4)
Sinall & Large Commerclal Flnm (RS 2) 5,321,608 295% § 2,566 13,072 GS.44% § 2,6B8 2,528 13,65% § 1,916 1238410 281% § 252 1589% § 6,583
Commetcial Transpon [RE 3) 183318 aagel 3 ad 657 328% 8 135 B C03% § 3 £4,09% 0E5% S 15 0.59% ¢ 247
Cammercial {nygrmuptible (RS 4) o J0E 3 - o 0.60% § - 0 0.00% 8 - 43,996 0.45% § 10 002% § 10
Bmal! Industsial Classes (RS §
Sales 574,509 126% $ 328 2,55 12.80% § 526 19 008% § 7 564,908 584% § 1 238% § pae
Feanzport 869 M0 186% 5 432 3,599 1B01% § 740 50 025% § 2 966,306 10.00% § 24 341% § 1624
Interruptible Transpen (4 QUEE § - (4 [ Y - 1] on0% § - [ o.uD'l-l‘ $ - 000% $ =
Seasaral ON-Peak Sales (RS 6) 62 0,14% $ 38 o 000% $ - 4 002% % 2 3043s 032% % 7 D11% S 46
NGV (RS T) 0,551 00E¥% $ 20 92 0.4% § 19 a 002% 8§ 2 33654 035% § & 0.12% § 48
Large Industrial
Iatnanex - Fim 3099 €Ny 57.96% ¥ 15,057 n 0.00% $§ - 220 09%% S 87 0 000% § E I824% § 15,144
- Inverniptible A 0p0% § - a 000% S . e 0.00% - 0 000% S . 002% $ -
Skesna - Fham 3521373 659% § 1711 [} 000% § B =0 09% § 87 1,104,388 11.62% § 261 4833% 5 052
- Inlecniplitis o 000% § - [ 0.00% $§ - 3 0N0% § - 95532 099% 3 23 0.05% S 23
Zumesn - Fim 3578 411 GHR%: § 1768 0 00D% S B 20 092% S 87 2,687,328 2789% S 635 60U% 5 2,508
- o iptible 0 000% § v 0 0.00% $ - o 0004 $ - 0 00 § - 0.00% 3 -
Alga - Fism 584,657 1% S wa 0 000% § . 20 UEX% § 87 431,788 4.47%5 S 102 1.14% § 477
- Internuptinte [ DUo% S . [ 0.00% § . 0 vLU% S . 58,204 5T § 1m 032% § 32z
3.0, Rvdio ) VL% & - ] 000% $ - ) 0.00% § . 10,000 0.10% S 2 001% $ 2
oral 53,457,305 100.0% § 26.980 19975 300.0% § 6107 23,888 100.0% 9417 8,66%.447 100§ 2283 100.0% $ 43787
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o l
. AtzGas Utlity Roldings
AlteGas Lta. (Padlfic) Inc.
r',,,,—7
_’__,_,wm”’
e Common Eharet
AltaGars Pipefine 1100y 0o o
Farmship (IS / 100%
J‘ Padfic Northem
it Gas Lid,
AllaGas Holdlags Ino. Q01 AllaGes Processing AltaGas Holding
ASTC Power Pertngrship
Partneiship
AllaGas Utility Geaup
0w hm“m“::" Inc.
I
100
Tayle: Pacoesslnp AltEGas hoa aad * yog
e Tranamission Urmiled )
Parmership AltaGas Utlly
Holdlagx Ino.
pedrant) pu v
10 (%) 1o o
Harmatlan Gas .l .
Pigaessing Umlled
Purtnorsh ik AraGas Utillty
p l‘-aneal:cum.hes» Holdings (Nova
= Soolla) lac,
A
o 7
Herilage Gas
Limhed
. AaGas Services (U S, AllaGas Repgwab AllaGas Renewable
e e Znergy Inc. © h—toox—n Bnergy # Inc.
yooX Wik v - AtaGas Finance:
o0
1o 52/08% Clana A L Linis Luxombeurg SAr )
9).90% Chass 8 P Unts 4
—L BRI W bon
ANeGas P Cousl Mountam \
aGas Fower i ¢ fo Ces genenp! parinas
Holidings (US ) Inc. AltaGas Uity Holdings iy i Tenod pyimr
{U.8.) Inc. T 2 100 Clags BLF Pai)
oomial parar (3.2% Duss CLP Uy
100% T pmanw Qe0ral partor
1008 2345 Clid AR Ly
» Blythe Energy Tnc. SEMCO Holding Cosst Mountain _/
Co Hydro Umited
B iporation Partnership
1I
4
AlaGas San Joaguin
Energy Iz SEMCO Eaergy, Ing

Note:

(1) Eaen comporation hsted abave (other than Tayler Frezesslay lac., AlaGas Renewatie Ecergy Inc.. AlaGas Senvices (U.8.) inc., AhaGas Utlily Hafdmags (U.S.) Inc., AlaGas Power
Haldlags (U.S ) Inc., Blythe Energy Inc . Coast Mountain Hydro Corp, AltlaGas Uity Hololngs (Nova Scotla) Ine., Pacllic Nonhtm Gas Lid,, SEMCO Holding Cergoration, 8EMCO
Energy, inc, AltaGss San Joaquin Ene:gy Inc., AhaGas Renewable Energy 82 Inc., and AllaGaa Finance Luxemboung 8 4r.l) 1s & corporstion ncomeraled or fcrmed by ama‘gamation
or eonlinuance uader (e CBCA. Each of Taylor Procesaing (ac, and AltaGas Vlility Holdlngs {(Nova Scofia) Inz. s 2 corporalien Inccreoraled under Ihe Business Corporalions At
(Albena), each of AllaGas Renewstie Energy (nc., ArGas Renswable Energy 42 (ac., Coasl Mouniain Hydro Co:p , and Padific Northem Gas Lid. 15 a comporatlon incorperated undar
the Business Corporaticns Aci (Snillsh Columbla), cazn of AltaGas Serwces (U.8) lnc., Allalas Uity Holdings (U.S.) Ine., AltaGas Power Roldlags (U.S.) Inc,, Blylke Energy laz,,
SEMCO Holding Comoralion and AhaGag San Joaquin Enargy Inc. |s @ corparation formed undes the (aws of Dalaware and SEMCO Erergy, Inc. 18 & corporalion formad unzer ihe lews
of Michigan. AltaGas Finanoe Luxernbowg 8.3r ) Is @ gnvale (Imi(ed iz(ily company formed under the laws of Geand Cuchy of ( beurg, Each parinership lislcd above (ather than
ARaGas Hotding Pannerstip and Coasl Maurdain Hydro Limitad Partnersnip) was established under (he lews of Altona  AllaGag Rolding Parinership was eslacfisnad under the laws of
Ontano and Coast Mounlein Hydro Limited Pennersalp was established under nc laws of Bllsh Calumbza.
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