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Natural Resource Gas Limited
Response to Interrogatories from Board Staff

Interrogatory Response #1
Reference: NRG 2015 IRM Application, Page 9 of 15 and Page 23 of 30
Question:

The overall price cap adjustment for 2015/16 rates is 1.2%. However, the delivery rate impact
on Rate 2 customers is 2.3%.

Please explain the reasons for the delivery rate impact on Rate 2 customers that is almost
double of the price cap adjustment.

Response:

The model used to determine the proposed distribution rates is the same model that was used
to determine the current approved distribution rates. In that model the increase in revenue by
rate class is first determined by applying the price cap adjustment of 1.2% to all distribution
charges within the class times the assumed billing determinants for each distribution charge.
However, the model assumes the additional revenue is recovered by changing one or two
distribution charges within the rate class. In other words, all distribution charges within a rate
class are not changed only one or two distribution charges are changed to recover the
additional revenue.

With regards to Rate Class 2, revenue at existing rates is $71,312 and revenue at proposed
rates is $72,167 which reflects an increase of 1.2%. However, the model takes the increase in
revenue of $855 and assigns it totally to the distribution rate associated with the delivery of
volume for the first 1,000 m3 - Apr to Oct and Nov to Mar. This in turn increases the distribution
rate in this category by 4.3% and all other distribution rates remain at the current level.

For Rate Class 2, the consumption level used in the bill impact analysis is consistent with the
consumption level used for this class in the model that supports current rates. The analysis
indicates the proportion of volume assumed in the Block 1 (First 1,000 m3 per month) category
is 51% of the total consumption on an annual basis and the rate for this consumption is
increasing by 4.3% as discussed above. 51% of 4.3% is 2.2% which suggest a 2.3% increase is
reasonable based on the rate design and the consumption level used in the bill impact analysis.

For more details, please refer to live Excel file named NRG_Rate Generator 20150731, tab
G1.2 Rate 2 Bill Impact, filed with the Board on Friday, July 31, 2015.
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