
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

2023-24 

DELIVERY SERVICE 

FINANCIAL UPDATE 

 



 

 

TABLE OF CONTENTS 
 

1.0 B A C K G R O U N D  ................................................................................................................................................................. 3 

2.0 E X E C U T I V E  S U M M A R Y  ...................................................................................................................... 5 

3.0 E C O N O M I C  B A C K D R O P  ................................................................................................................... 7 

4.0 F I N A N C I A L  R E Q U I R E M E N T S  U P D A T E  ....................................... 8 

1.0  Revenue Requirement Summary ............................................................................................................................................................. 8 

1.1 Delivery Transportation and Storage Expense...................................................................................................................................... 9 

1.2 Operating and Maintenance Expense ................................................................................................................................................... 10 

1.3 Depreciation Expense ............................................................................................................................................................................... 12 

1.4 Tax Expense ................................................................................................................................................................................................ 14 

1.5 Interest Expense ........................................................................................................................................................................................ 15 

1.6 Net Income .................................................................................................................................................................................................. 16 

1.7 Other Revenue ........................................................................................................................................................................................... 18 

5.0 R A T E  D E S I G N  P R I N C I P L E S  ....................................................................................... 20 

Recommended Delivery Rates ............................................................................................................................................................................. 21 

Delivery Service Bill Impact ................................................................................................................................................................................... 24 

6.0 P A N E L  R E C O M M E N D A T I O N S  ...................................................................................... 26 

Recommendations to the Minister ..................................................................................................................................................................... 26 

Recommendations to SaskEnergy ...................................................................................................................................................................... 27 

7.0 G L O S S A R Y  O F  T E R M S  ..................................................................................................................... 29 

8.0 A D D I T I O N A L  S C H E D U L E S  ................................................................................................ 32 



 

3 | P a g e  

 

1.0 B A C K G R O U N D  

 

On July 11, 2022, SaskEnergy filed a combined Commodity Rate (one-year) and Delivery Service Rate (three-year) Application 

(Original Application) with the Saskatchewan Rate Review Panel (“Panel”) to increase its commodity rate by 31.0% and increase 

its delivery service rate by an average of 8.0% in 2022-23 (“Year 1”), 5.0% in 2023-24 (“Year 2”) and 5.0% in 2024-25 (“Year 3”). 

Given that the Year 1 commodity rate increase of 31.0% and average delivery rate increase of 8.0% were approved by the 

Government of Saskatchewan and implemented on an interim basis effective August 1, 2022, the Panel chose to concentrate 

on reviewing the financial and related information for implementation of proposed delivery rates for Year 2 and Year 3.  

 

In the Mid-Application update, submitted October 3, 2022, SaskEnergy indicated that it expected to earn $24.8 million or a 

return on equity of (ROE) of 5.9% in its distribution utility in Year 1. This was up from $9.6 million or an ROE of 2.3% contained 

in the Original Application. The Panel also noted that SaskEnergy’s five-year average ROE of 14.2% (11.9% weather-normalized) 

and ten-year average ROE of 10.7% (9.9% weather normalized) were well in excess of SaskEnergy’s long-term ROE target of 

8.3%. With increasing concerns about affordability, the Panel indicated that due consideration is required to lowering the 

average ROE to help address affordability issues. The proposed 5.0% increase in 2023-24, assumes a lower ROE than the 

currently approved Local Distribution Company (LDC) long term target to reduce the rate impact to customers during a period 

of economic uncertainty. 

 

In light of SaskEnergy’s stronger-than-expected financial performance in 2022-23 and concerns about affordability, the Panel 

recommended to the Minister of Crown Investments Corporation of Saskatchewan (Minister) that proposed delivery rate 

increases for Year 2 and Year 3 would not be considered until updated financial forecasts were provided in early 2023. This 

submission contains SaskEnergy’s most recent financial forecast information and summarizes key variances to the financial 

forecast information contained in the Original Application.  
 

Given the volatility of natural gas prices, the Panel also recommended that SaskEnergy file an application for a commodity rate 

decrease as soon as the Gas Cost Variance Account (GCVA) was paid off. The GCVA account was paid off in March; therefore, 

SaskEnergy currently has a Commodity Rate Application before the Panel for consideration of a commodity rate decrease.  
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Gas Delivery Service 

 

Gas Delivery Service includes storage and transportation as well as all distribution facilities and operations necessary for 

delivery of natural gas to customers throughout the year. SaskEnergy earns its approved return on investment through its 

delivery service.  

 

The cost of the delivery service is recovered through a two-part rate:  

 

1) A Basic Monthly Charge (BMC), which is a fixed dollar amount per month, designed to recover the fixed costs attributed to 

cover customer care related costs including the customer service line, meter reading and customer account administration; 

and 

  

2) A Delivery Charge, which is a volumetric charge applied to each cubic metre of natural gas used by the customer. The 

Delivery Charge will vary from month-to-month based on a customer’s consumption. The Delivery Charge attempts to recover 

capacity related costs associated with the distribution system including storage and transportation.  

 

The relationship of services and the rates are illustrated in the chart below.  
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2.0 E X E C U T I V E  S U M M A R Y  
 

Throughout the remainder of the document SaskEnergy has provided current financial forecast information and summarized 

the key variances to the financial forecast information contained in the Original Application for Year 2 and Year 3. The key 

drivers of the variances between the current forecast and the Original Application are: 

• Changes to the timing of proposed rate increases; and 

• A decrease in the Return on Equity forecast in the out years. 

 

The financial forecast information contained in this document assumes a 5.0% delivery rate increase effective October 1, 2023 

and no delivery rate increase in 2024-25. The Original Application considered a 5.0% increase in each of 2023-24 and 2024-25.  

 

Delivery Service Rates 

 

If approved, the delivery service rate increase in Year 2 will provide SaskEnergy with incremental revenue for the distribution 

company of $10.0 million and a return on equity (ROE) of 2.9% in Year 2, compared to 0.6% without the proposed increase.  

 

While the ROE in Years 2 and 3 are forecast to be lower than the current approved LDC long term target of 8.3%, the 

Corporation deems this to be appropriate and manageable over the short-term as it allows SaskEnergy to: 

▪ reduce the rate impact to customers during a period of economic uncertainty; 

▪ maintain a dividend payout ratio of 35%; and 

▪ maintain the debt ratio within the approved target range of 58% to 63%.  

 

SaskEnergy’s delivery service rate increases are primarily required to support investment in the system and public safety 

efforts. In addition, public expectations and regulatory requirements of the Corporation’s environmental and social 

responsibilities are increasing. SaskEnergy continues to enhance its support for customer efficiency programs, such as the 

residential equipment replacement rebate, to help customers reduce their heating bills, as well as their impact on the 

environment through purchase and installation of energy efficient equipment.  SaskEnergy has also been expanding its 

customer experience initiatives through technology investments. 

 

The recommended delivery service rate increase is projected to result in an overall bill decrease for customers, when combined 

with the commodity application currently before the Panel: 
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Year 2 Effective 

October 1, 2023 

Commodity Rate Decrease* Delivery Rate Increase Total Bill Impact 

$/Month 
Commodity 

Decrease % 
$/Month 

Delivery 

Increase % 
$/Month % Decrease 

Residential $(7.94) (22.1)% $2.28 4.7% $(5.66) (6.7)% 

Commercial Small $(37.59) (22.1)% $7.32 5.6% $(30.27) (10.1)% 

Commercial Large $(483.72) (22.1)% $64.29 5.8% $(419.42) (12.7)% 

Small Industrial $(1,990.60) (22.1)% $145.00 5.6% $(1,845.60) (15.9)% 

Average  (22.1)%  5.0%  (8.3)% 

* Commodity rate decrease being considered as part of a separate application. 
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3.0 E C O N O M I C  B A C K D R O P  
 

Economic Factors 

 

The economy has proven more resilient than expected in 2023 both in Saskatchewan and across the country. Consumer 

spending has held despite higher interest rates and prices, and low unemployment has persisted. Nationally, the Consumer 

Price Index (CPI) increased by 3.4% on an annualized basis in May, down a full percentage point from April and the smallest 

increase since June 2021. This is primarily the result of declining energy prices. While lower than the peak of 8.1% in 2022, 

inflation remains well above the Bank of Canada’s target rate of 2.0%.  

 

In Saskatchewan, the CPI increased by 4.3% in May, 

higher than both the national average and the other 

western provinces. In an effort to bring inflation closer 

to the target, the Bank of Canada (BOC) increased the 

key interest rate to 4.75% in June.  This represents nine 

rate increases since January 2022 when the key rate 

was 0.25%. Many economists predict one more 

interest rate high by the BOC in 2023. 

 

In 2023, TD Bank forecasts Gross Domestic Product in 

Saskatchewan to increase by 2.4%, second only to 

Alberta, which is forecast to grow by 2.7%. The housing 

market continues to hold up relatively well with 

housing starts increasing by 53% through the first 

three months of 2023 compared to the same time last year. This was accompanied by robust population growth in the 

province. Housing affordability remains reasonable, which should support demand over the medium term. 

 

Overall, the province’s resource heavy economy points to less sensitivity to the monetary tightening cycle. Saskatchewan is not 

immune, however, to economic risks as evidenced by signs of cooling in both job markets and consumer spending. 

Additionally, a slowing U.S. economy could weigh on Canadian exports, and geopolitical uncertainty could result in further 

global supply chain disruptions.  
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4.0 F I N A N C I A L  R E Q U I R E M E N T S  U P D A T E  

1.0  REVENUE REQUIREMENT SUMMARY 

 

Schedule 1.0 below provides a comparison between the delivery costs associated with providing delivery service to SaskEnergy 

customers included in the Original Application and the current forecast.  

 

For Year 2 of the application period, the revised delivery cost of service is forecast at $307.5 million, down $2.5 million from the 

Original Application. In Year 3, the revised delivery cost of service is forecast at $313.6 million, $12.3 million lower than the 

Original Application. The revised forecast results in a revenue deficiency in Year 2. As such, a rate increase is requested. 

 

 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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The following sections discuss the individual components of the delivery cost of service, and the variances between the 

financial update forecast and the Original Application. 

1.1 DELIVERY TRANSPORTATION AND STORAGE EXPENSE 

 

Schedule 1.1 below provides a comparison between the delivery transportation and storage expenses included in the Original 

Application to revised numbers included in this forecast.  

 

Transportation and storage are critical to ensuring the security of supply for SaskEnergy customers. 

 

  
 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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The original application assumed an increase to transportation and storage expenses, mainly the result of a 2.0% TransGas rate 

increase in each of 2023-24 and 2024-25. In April 2023, Cabinet decided not to proceed with the TransGas rate increase in 2023-

24; therefore, the 2023-24 forecast has been updated to reflect that decision. SaskEnergy is no longer forecasting an increase 

to the transportation and storage rates in 2024-25.  

1.2 OPERATING AND MAINTENANCE EXPENSE 

 

Schedule 1.2 below provides a comparison of the operating and maintenance expenses included in the Original Application to 

revised numbers contained in this forecast. 

 

SaskEnergy manages the largest natural gas distribution system in Canada with approximately 71,900 kilometres of distribution 

pipeline, 1,178 pressure regulation stations and 408,000 customers distributed over a 38,000 square kilometre service area 

across Saskatchewan. SaskEnergy’s customer density is six customers per kilometre of pipe compared to an industry average of 

30 customers per kilometre. 

 

 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1


 

11 | P a g e  

 

Material changes between the current 2023-24 forecast and the Original Application include: 

 

Labour: SaskEnergy has faced challenges in filling vacancies and achieving FTE goals over the past several years. Currently, 

however, there is a renewed effort to fill vacant positions to ensure that SaskEnergy delivers on capital deployment plans 

including investments in system sustainability, and enhancements in customer experience. SaskEnergy has successfully filled 

55 vacancies directly related to gas distribution in the first five months of 2023, compared to 44 in the same period in 2022.  

 

Labour costs are forecast to be 1.7% higher in Year 2 and 1.8% higher in Year 3 than the Original Application. While increased 

staffing levels are a key driver of this variance, higher salary and benefits costs are expected due to inflationary pressures. 

SaskEnergy’s Collective Bargaining Agreement (CBA) expired on January 31, 2023 and is being renegotiated in 2023-24. 

 

While SaskEnergy has been going through a transition from contractors to FTE’s, SaskEnergy believes the continued use of 

contractors will be required to deliver on its corporate plan. This is contributing to the increase in external service costs in Year 

2 and Year 3 from the Original Application.  

 

External Services: SaskEnergy is forecasting a $1.4 million increase in external services compared to the Original Application. 

Since the Original Application was filed, SaskEnergy has heightened its focus on damage prevention and cathodic protection of 

natural gas pipelines. This is to ensure the safety and integrity of the distribution infrastructure, and to limit the potential of 

public safety risks such as natural gas leaks.  

 

SaskEnergy is also increasing its focus on cybersecurity and physical security in 2023-24 due to a growing threat environment. 

This will result in increased capital expenditures and operational costs for, among other things, a larger number of security 

personnel and enhanced monitoring and security for both virtual and physical corporate assets.  

 

Public Relations: SaskEnergy plays a key role in promoting customer programs designed to encourage homeowners and 

businesses to replace old equipment with newer, high-efficiency models to help lower gas consumption, and reduce emissions 

and energy bills. SaskEnergy works to ensure customer efficiency increases over time to assist the Province in meeting its 

emissions reduction targets. Saskatchewan’s per capita spending on energy efficiency programs was $4.63 in 2021, down from 

$5.91 in 2019, and significantly lower than an average of $47.95 across other Canadian provinces and territories. In Years 2 and 

3, SaskEnergy is planning to introduce five new customer efficiency programs that target commercial energy management, new 

home efficiency, retrofitting existing homes and improving efficiency in indigenous communities. SaskEnergy is currently 

working with a consultant with expertise in energy efficiency programming to assist SaskEnergy in measuring and reporting on 
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the effectiveness of current and future programs. This information will help SaskEnergy plan programs that have the largest 

impact for customers and help meet SaskEnergy’s objective of improving affordability for customers. These programs, which 

were not considered in the Original Application, are the key drivers contributing to increased public relations expenditures of 

$1.9 million in Year 2 and $4.7 million in Year 3.  

1.3 DEPRECIATION EXPENSE 

 

Schedule 1.3 below provides a comparison of depreciation expenses provided in the Original Application to this revised 

forecast.  

Depreciation expense reflects the depreciation associated with plant and equipment and corporate infrastructure required to:  

▪ connect new customers;  

▪ undertake economically justified and safety-related system improvements;  

▪ support safe, reliable and efficient operations; and 

▪ manage the information, work management and customer administration needs. 

 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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Material changes between the current 2023-24 forecast and the Original Application include: 
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Information System Assets: In conjunction with the depreciation study conducted in 2022-23, SaskEnergy reviewed the 

amortization period for computer software and determined that reducing it from ten to five years was a more accurate 

estimate of useful life for the majority of software assets. This was reviewed by the consultant who determined that the 

estimate was reasonable. This change resulted in increased depreciation for this line item by approximately $3.8 million in 

2023/24.   

 

Leased Buildings: Following the submission of the Original Application, the Corporation assumed ownership of SaskEnergy 

Place. This allowed SaskEnergy to depreciate SaskEnergy Place over a longer period, partially offsetting the increased 

depreciation in information system assets.  

 

Overall, the variance in total depreciation in Years 2 and 3 is minimal from the depreciation schedule filed in the Original 

Application.  

1.4 TAX EXPENSE 

 

Schedule 1.4 below provides a comparison of tax expenses provided in the Original Application to this revised forecast.  

 

Taxes consist of Corporate Capital Tax and property taxes. Corporate Capital Tax is paid to the Province of Saskatchewan and is 

calculated at 0.6% of capital invested in excess of $10 million. The expense is calculated in accordance with the formula, 

deductions and allowances prescribed by The Saskatchewan Corporation Capital Tax Act. 

 

As a Crown Corporation, SaskEnergy is exempt from property taxes on its infrastructure within Saskatchewan.  Historically, in 

instances where SaskEnergy purchased existing infrastructure that had a previous property tax obligation, SaskEnergy will carry 

forward that tax obligation by means of a grant-in-lieu of taxes.  However, in its 2018-19 Provincial Budget, the government 

expanded the grants-in-lieu program to include all owned, non-linear real estate assets.  The payment of grants-in-lieu to 

municipalities maintains the property tax revenue despite a transfer of ownership to a Crown Corporation.  

 

A further breakdown of corporate capital tax is included in the Appendix. 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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The tax expense forecast for 2023-24 is relatively unchanged from the Original Application. 

1.5 INTEREST EXPENSE 

 

Schedule 1.5 below provides a comparison of interest expenses provided in the Original Application to this revised forecast.  

 

SaskEnergy’s interest expenses consist primarily of financing costs for short and long-term debt, which are off set by sinking 

fund earnings, capitalized interest and interest costs allocated to the cost of gas. SaskEnergy conducts its borrowing activity 

through the Province of Saskatchewan and benefits from rates that are favourable to market rates. 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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Material changes between the current 2023-24 forecast and the Original Application include: 

 

Short term Interest Rates: Since the Original Application was prepared in 2022, SaskEnergy’s interest rate on short term debt 

has risen over 3 percentage points from 1.0% to over 4.0% in the first half of 2023 (see economic backdrop section at the 

beginning of the report). This is the key driver associated with the increase in interest on notes payable and bank indebtedness.  

1.6 NET INCOME 

 

Schedule 1.6 below provides a comparison of the net income provided in the Original Application to this revised forecast.  

 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1


 

17 | P a g e  

 

The net income estimates of $12.4 million, and $5.9 million, for Year 2 and Year 3 respectively, reflect the level of earnings that 

will provide SaskEnergy with a return on investment as measured by the rate of return on equity forecast at 2.9% and 1.3% 

respectively. 

 

While 2022-23 was positively impacted by colder than normal weather and a lower than budgeted heat value, the forecast for 

Year 2 and Year 3 is based on normalized weather which is a standard practice in rate setting. 

 

 
 

Material changes between the current 2023-24 forecast and the Original Application include: 

 

Return on Equity Target (ROE): In the Original Application, SaskEnergy was targeting achievement of its long-term regulated 

ROE of 8.3% by 2025-26. While this level of return is comparable to industry, as evidenced by ROE levels allowed by various 

regulatory oversight bodies for natural gas utilities operating in other jurisdictions in Canada, SaskEnergy believes achievement 

of a lower ROE in the short term could help address current affordability challenges facing SaskEnergy rate payers. SaskEnergy 

believes it can continue to deliver safe, reliable service to its customers while earning a lower return over the short-term. 

 

The combination of the change in the timing of rate adjustments and targeting achievement of a lower ROE has significantly 

decreased SaskEnergy’s Net Income forecast over the application period. 
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1.7 OTHER REVENUE  

 

Schedule 1.7 below provides a comparison of the other revenue provided in the Original Application to this revised forecast.  

 

Other Revenue consists of Distribution Tolls, Asset Optimization through commodity activities, Connect Fees, Service Alteration 

Fees, Late Payment Charges, Miscellaneous Revenue and Customer Financing.  

 

  
 

Material changes between the current 2023-24 forecast and the Original Application include: 

 

Margin on Asset Optimization: To ensure safe and reliable service, SaskEnergy must contract enough storage and 

transportation to ensure customers have natural gas throughout the winter months - particularly on the coldest days of the 

https://saskenergy-my.sharepoint.com/personal/phaubrich_saskenergy_com/Documents/_1_1
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year. Given the potential for extreme variation in temperatures in Saskatchewan, there are times during normal business 

operations that these contracts would not be fully utilized.  SaskEnergy optimizes the utilization of its assets through its asset 

optimization activities by purchasing and selling natural gas to earn a margin. SaskEnergy’s budgeted margin on asset 

optimization is included in other revenue which is netted against its cost of service in the determination of delivery rates. 

Market conditions changed significantly following development of the Original Application in early 2022, resulting in additional 

opportunities for Asset Optimization activity. SaskEnergy’s forecast for 2022-23 includes $6.5 million in asset optimization 

margin.  

 

The market opportunities that were present in the summer of 2022 were caused by worldwide storage being lower than 

normal, a very cold winter weather forecast, NGTL pipeline infrastructure delays as well as concerns regarding access to supply 

due to the Ukraine/Russia conflict. These concerns have been rectified or are not present for the upcoming gas year and 

therefore have reduced asset optimization revenue projections in Year 2 and Year 3. SaskEnergy continues to seek out 

opportunities, where possible, to utilize its assets to return additional revenue; however, asset optimization revenue in Year 2 

and Year 3 are forecast to be below 2022-23 levels. 

 

In response to recommendations by the Saskatchewan Rate Review Panel and to ensure customers share in the upside of asset 

optimization activity, SaskEnergy will share 50% of any asset optimization net income over and above the amount budgeted in 

delivery rates with customers. This amount will be credited to the Gas Cost Variance account (GCVA) at the end of each fiscal 

year. The other 50% over and above the budget would be retained by the shareholder in recognition that SaskEnergy bears the 

risk of not achieving budget. 

 

Late Payment Charges: In March 2020, in response to the global pandemic, SaskEnergy implemented the Government of 

Saskatchewan’s Crown Utility Interest Waiver Program. Under this program, any late payment charges a customer accrued 

were waived. For customers with existing arrears, collections activities (including disconnections for non-payment) were 

temporarily put on hold.  This resulted in additional time to actively manage customer repayments.  The program ended in 

September 2020 and management has been actively managing arrears and account collections.  
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5.0 R A T E  D E S I G N  P R I N C I P L E S   
 

Revenue Requirement 

 

Delivery rates should fully recover the cost of providing service to allow the utility the opportunity to achieve its approved 

financial targets as well as provide revenue stability over time.  For SaskEnergy to maintain financial integrity, it requires an 

additional $10.0 million beginning in Year 2.  Even though it maintains financial integrity, this results in a ROE less than target. 

 

Fairness between Rate Classes 

 

Rate adjustments should be fair and equitable to all customers.  

Revenue-to-cost ratios provide a measure of the fairness of rates 

between various classes.  The premise is that a fair rate should 

recover a dollar of revenue for each dollar of cost incurred in 

providing service.  Thus, the ratio of revenue compared to the cost 

of providing service would be 1.00.  

 

The adjacent chart summarizes how well each of the rate classes 

recover the allocated cost of delivery service as measured by the 

revenue to cost ratio, both at current rates and at the 

recommended rates.  If approved, the recommendation would 

result in a revenue-to-cost ratio in each class within the stated 

objective of 0.95 to 1.05.  

 

SaskEnergy’s long-term objective is to have rates that achieve a revenue-to-cost ratio between 0.95 and 1.05, which is the 

industry acceptable range.  Ratios outside this range could be an indication that some cross-subsidization exists between rate 

classes. The revenue-to-cost ratios remain in line with the Original Application. 
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Fairness within Rate Classes 

 

Ideally, for each rate class, the BMC and the Delivery Charge 

should be se as close as possible to their corresponding average 

unit costs.  This ensures there is little, if any, cross-subsidization 

between smaller users versus larger users within the same rate 

class.  This issue also affects the utility’s ability to achieve its 

targeted earnings.  Proper customer care related cost recovery 

helps to mitigate the impact of weather variations upon earnings.  

 

However, most utilities have a BMC that is too low and a Delivery 

Charge that is too high.  Customers tend to oppose fixed charges, 

particularly in months of low or no usage.  

 

SaskEnergy has a long-term objective to recover at least 75% of 

the fixed customer care related costs through its BMC.  The chart summarizes the percent of customer care related costs 

SaskEnergy is forecast to recover through the BMC in each customer class.  This rate application remains in line with the 

Original Application and will meet SaskEnergy’s objective of recovering at least 75% through BMC.     

 

RECOMMENDED DELIVERY RATES  

 

For the Residential, Commercial Small, and Commercial Large rate classes, an increase to the Basic Monthly Charge and 

volumetric Delivery Charge is being recommended in Year 2. 

 

The following table summarizes the proposed rate change compared to the current rates and the Original Application.  
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Rate Class 

Current Rates 

Original Application 

(5%) Effective  

June 1, 2023 

Recommended Rates 

Effective (5%) 

October 1, 2023 

Basic 

Monthly 

Charge $ 

Delivery 

Charge 

$/m3 

Basic 

Monthly 

Charge $ 

Delivery 

Charge 

$/m3 

Basic 

Monthly 

Charge $ 

Delivery 

Charge 

$/m3 

Residential $24.50 $0.1100 $25.80 $0.1154 $26.50 $0.1113 

Commercial Small $41.50 $0.0874 $44.50 $0.0905 $47.50 $0.0887 

Commercial Large $159.50 $0.0732 $174.50 $0.0764 $171.50 $0.0772 

Small Industrial $216.00  $216.00  $226.50  

First 40,000 

m3/month 
 $0.0482  $0.0519  $0.0507 

Balance  $0.0421  $0.0458  $0.0446 

 

A detailed delivery service rate schedule can be found in Schedule 1.8.1 (section 7.0).  

 

The recommended rate increases would result in an additional $10.0 million for SaskEnergy in Year 2 and $14.9 million in Year 

3.  The increased revenue from the Delivery Charge is weather dependent and may be reduced by periods of warm weather 

and/or by further gains in customer’s energy efficiency. 

 

Schedule 1.9 summarizes, on a monthly basis, the revenues by rate class for the current and the recommended rates. 
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DELIVERY SERVICE BILL IMPACT 

 

The customer bill impact below includes the impact of only the delivery service rate increase.  The delivery service rate change 

will result in an increase of $2.28 per month, for Residential customers. 

 

If approved, an average Residential customer would receive an annual average bill increase of 2.7% (excluding impact of any 

commodity rate decrease being considered). Commercial Small customers would receive an average annual bill increase of 

2.4%, while Commercial Large customers would receive an average annual bill increase of 2.0%.  The Small Industrial customers 

would have an average bill increase of 1.3%.  
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Rate Class 

Original Application (5%) 

Effective 

June 1, 2023 

Proposed Rates (5%) 

Effective 

October 1, 2023 

Delivery 

Service % 

Increase 

Average 

Monthly 

Increase 

Annual Bill 

Impact % 

Increase 

Delivery 

Service % 

Increase 

Average 

Monthly 

Increase 

Annual Bill 

Impact % 

Increase 

Residential 5.1% $2.43 2.9% 4.7% $2.28 2.7% 

Commercial Small 4.7% $6.27 2.0% 5.6% $7.32 2.4% 

Commercial Large 5.1% $57.56 1.7% 5.8% $64.29 2.0% 

Small Industrial 7.6% $182.06 1.7% 5.6% $145.00 1.3% 

Average 5.0%  2.6% 5.0%  2.6% 
 

All Bill Impacts shown are based on average customers and will vary depending on individual customer usage. 

* Does not consider the impact of the proposed commodity rate adjustment currently being considered. 
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6.0 P A N E L  R E C O M M E N D A T I O N S  
 

On December 16, 2022 the Panel provided a number of recommendations to both the Minister and SaskEnergy based on the 

review of the original application. SaskEnergy has considered these recommendations and provides the following updates: 

RECOMMENDATIONS TO THE MINISTER 

 

Panel Recommendation SaskEnergy Update 

That the commodity rate increase of 31% effective August 1, 2022 and 

the 8% increase in delivery rates effective August 1, 2022 be maintained. 

August 1, 2022 rate adjustments were maintained. 

That given the significant improvement in the financial results of the 

current year, the proposed delivery rate increases for 2023-24 and 

2024-25 cannot be considered until updated financial forecasts are 

provided by SaskEnergy in 2023. 

SaskEnergy prepared a 2023-24 financial update to 

support the Panel in making a recommendation on a 

2023-24 delivery rate increase. 

That with the updated forecast it is expected that the GCVA will be 

discharged by April 2023 and an application should be brought forward 

at that time to reduce the commodity rate. 

SaskEnergy filed an application for an adjustment to 

the commodity rate with the Panel on June 29, 2023.  

That the effective date for the proposed delivery rate increase for 2023-

24 be deferred from June 1, 2023 to July 1, 2023; and for 2024-25 be 

deferred from June 1, 2024 to July 1, 2024 to provide the Panel with a 

sufficient review period to consider the required updated information 

and financial forecasts. 

SaskEnergy has assumed an October 1 effective date 

for 2023-24 delivery rate adjustment based on 

direction from Cabinet. SaskEnergy will reevaluate 

the need for a 2024-25 adjustment later in 2023-24.  
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RECOMMENDATIONS TO SASKENERGY 

 

Panel Recommendation SaskEnergy Update 

In light of the current economic and cost environment for ratepayers, 

that SaskEnergy in selecting energy efficiency programs, develop 

measures that will consider rate impacts for customers, and ensure that 

programs selected provide benefits to SaskEnergy, ratepayers generally, 

and individual program participants. 

SaskEnergy is in the process of establishing cost 

effectiveness tests and associated decision-making 

criteria for its portfolio of energy efficiency 

programs. Consideration will be given to the factors 

recommended by the Panel, along with 

acknowledgement of approaches used in other 

provinces. 

That SaskEnergy continue to work with the Panel to determine 

information that can be made available to ensure greater transparency 

regarding the need for, and drivers of, transportation and storage rate 

increases. 

SaskEnergy’s rates team will have further discussions 

with the Panel regarding what this information might 

look like and the potential timing. 

That SaskEnergy continue to collaborate with other Crown corporations 

on initiatives that enhance productivity and efficiencies. As part of this 

process, SaskEnergy is to provide an update on the collaboration 

initiative with other Crown corporations and the Ministry of Finance 

regarding the Corporate Capital Tax once it has been completed. 

SaskEnergy should also continue to collaborate with SaskPower on their 

forward-looking strategies and implementation plans and encourage 

both corporations to collaborate on climate change initiatives related to 

carbon emissions investments. This collaboration should ensure that 

these plans and strategies are developed in an efficient, integrated and 

holistic manner that considers the energy system in Saskatchewan; each 

utility’s role and focus; and the most cost effective and beneficial 

approach to emissions reductions for each utility and its customers. 

SaskEnergy actively participates in the Collaboration 

initiative led by CIC, which has been expanded to 

include Treasury Board Crowns, Ministries and 

Agencies. 

SaskEnergy and SaskPower planning teams continue 

to work closely in developing future plans. 

SaskEnergy continues to participate in discussions 

with the other Crowns and the Ministry of Finance 

regarding revisions to the Corporate Capital Tax 

program; however, the work has not yet been 

finalized. SaskEnergy will provide an update once the 

work is completed. 
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That SaskEnergy provide further consolidated updates to the Panel on 

its safety, reliability and environment plan as it is being developed. 

SaskEnergy will continue to provide updates related 

to its safety, reliability and environment plans. 

That SaskEnergy continue efforts to bill in energy, which would 

eliminate the need for forecasting heat value and the associated risks 

related to heat value variance to ensure all customers on SaskEnergy’s 

distribution system are services with fair, just and reasonable rates. 

SaskEnergy will continue to advance its efforts to bill 

in energy as higher priority rate matters are 

completed. 

That SaskEnergy review the basis for the $20 million threshold for 

triggering an application for amounts owing to or from customers. 

SaskEnergy will consider reviewing the $20 million 

threshold as part of the 2023-24 work plan, with the 

goal of completing the review prior to the next rate 

application coming forward. This review may be 

deferred, if higher priority rate matters arise. 

That SaskEnergy consider a mechanism for customers to share in the 

financial gains/losses of the asset management optimization revenues 

similar to the program available to TransGas customers. 

In order to ensure customers share in the upside of 

asset optimization activity, SaskEnergy’s Board of 

Directors has approved a process to credit an 

amount equal to 50% of any asset optimization net 

income over and above the amount budgeted in 

delivery rates to the GCVA at the end of each fiscal 

year. This will ensure commodity customers have an 

opportunity to share in asset optimization activity. The 

other 50% over and above the budget would be 

retained by the shareholder in recognition of the risk 

they hold that they may not make budget at all. 
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7.0 G L O S S A R Y  O F  T E R M S  

 

AECO 

A market center in Alberta located at the storage facility AECO “C” operated by Niska Gas Storage.  It is the most 

commonly referenced pricing point for natural gas purchased in Alberta. 

 

Annual Load Factor 

The ratio of the average daily volume of natural gas shipped (or consumed) over a year to the daily contract demand 

volume.  Load factors are usually expressed in percent.  Gas producers want to sell gas at 100% load factor, or at a 

constant rate. Residential consumers use gas at an annual load factor of approximately 30%. 

 

Basis Differential 

The price differential between two locations or pricing points (hubs) as determined by the marketplace (as opposed to the 

fixed cost of transportation between the two locations).  For SaskEnergy, the basis differential between AECO and the 

TransGas Energy Pool is important in determining the price paid to gas producers. 

 

Distribution System 

Facilities used to receive natural gas from a high-pressure transmission system and provide pressure reduction, 

regulation and piping to deliver natural gas to end use customers.  A natural gas distribution system includes the 

following major components: 

 

 Pressure Regulating Station (Town Border Station) - A facility which receives natural gas from a transmission pipeline 

and reduces pressure for entry into the distribution mains. 

 Main - The piping which delivers natural gas from the pressure regulating station (Town Border Station) to the point 

of connection to the service pipe which serves as individual customer. 

 Service - The piping which delivers natural gas from point of connection at the main to the meter on the customer’s 

premise. 

 Meter - An instrument for measuring or recording the volume of gas that has passed through it. 
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Gas Cost Variance Account (GCVA) 

A regulatory accounting mechanism that captures the difference between actual Cost of Gas Sold and the actual revenues 

from the Commodity Rate.  The net differences are accumulated for a period of time.  The balance is then applied to a 

future Commodity Rate or the current years Commodity Rate may be adjusted. 

 

Gas Year 

Begins on November 1 of one year and ends October 31 of the following year. 

 

Gigajoule (GJ) 

A metric measure of energy used to express the heating value of natural gas or of energy consumed.  A typical home uses 

about 103 gigajoules per year.  

 

1 Terajoule (TJ) = 1,000 Gigajoules, 1 Petajoule (PJ) = 1,000,000 Gigajoules. 

 

Heat Value 

The amount of energy produced through combustion by a specified quantity of fuel.  Heat value of natural gas produced 

in Saskatchewan is quoted in megajoules per cubic metre.  Natural gas with a high heat value produces more energy 

relative to natural gas with a lower heat value. 

 

Heating Degree Day 

The average daily temperature (Celsius) subtracted from 18 degrees.  For example, if the daily high is +5 and the low is -15 

the average daily temperature is -5.  The degree-days for that day are 18-(-5) = 23. 

 

Market Hub 

An interchange where multiple pipelines interconnect creating physical and pricing liquidity.  AECO/NIT is the market hub 

in Alberta. 

 

Receipt Point 

The location where gas enters a transporter’s system from a well, gas plant or pipeline interconnect. 
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TransGas Energy Pool (TEP) 

Acts like a market hub in Saskatchewan on the TransGas system. SaskEnergy and all gas suppliers use the TransGas 

Energy Pool (TEP) as the common reference point where natural gas commodity is priced.  In addition, SaskEnergy’s 

storage and delivery transportation commence at TEP. 
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8.0 A D D I T I O N A L  S C H E D U L E S  

 

DELIVERY SERVICE RATE APPLICATION ADDITIONAL DETAILS 

Schedule 1.2.1 – Operating and Maintenance ................................................................................................................................................................. 33 

Schedule 1.4.1 – Calculation of Corporate Capital Tax ................................................................................................................................................... 34 

Schedule 1.8.1 – Delivery Service Rate Schedule .............................................................................................................................................................. 35 
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SCHEDULE 1.2.1 
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SCHEDULE 1.4.1 

 

  
 

 

 

 

 

 



 

35 | P a g e  

 

SCHEDULE 1.8.1 

 

RECOMMENDED DELIVERY RATES 

 

SaskEnergy Distribution Division 

 

Rate Class & 

Components 

Units Year One 

Aug 1, 2022 

Rate 

Increase/ 

(Decrease) 

Year Two 

October 1, 2023 

Residential     

Basic Monthly Charge $/Mo. 24.50 2.00 26.50 

Delivery Charge $/m3 0.1100 0.0013 0.1113 

Commodity Rate* $/m3 0.1674 (0.0370) 0.1304 

     

Commercial Small     

Basic Monthly Charge $/Mo. 41.50 6.00 47.50 

Delivery Charge $/m3 0.0874 0.0013 0.0887 

Commodity Rate* $/m3 0.1674 (0.0370) 0.1304 

     

Commercial Large     

Basic Monthly Charge $/Mo. 159.50 12.00 171.50 

Delivery Charge $/m3 0.0732 0.0040 0.0772 

Commodity Rate* $/m3 0.1674 (0.0370) 0.1304 

     

Small Industrial     

Basic Monthly Charge $/Mo. 216.00 10.50 226.50 

Delivery Charge     

-  First 40,000 m3/Mo. $/m3 0.0482 0.0025 0.0507 

-  Balance $/m3 0.0421 0.0025 0.0446 

Commodity Rate* $/m3 0.1674 (0.0370) 0.1304 

 
Notes:   
-  Bold Figures identify the changes from the current rates 
-  m3 = cubic metres 
*  Proposed commodity rate decrease being considered in separate application 


