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August 19, 2016 

 
BRITISH COLUMBIA UTILITIES COMMISSION 
6TH FLOOR, 900 HOWE STREET 
VANCOUVER, BC  V6Z 2N3 
 

Dear Commission Secretary, 

 

RE: Final Arguments 
 Shannon Estates Thermal Energy Systems Rates Application 
 

In accordance with the regulatory timetable set by British Columbia Utilities Commission (BCUC or the 

Commission) Order G-118-16, we present our final arguments for the Shannon Estates Thermal Energy 

Systems (SETES) Rates Application. 

1.0 Shannon Estates DEU Rates Application 

SETES is a small thermal district energy utility (DEU) located in Vancouver, BC and serves a fixed 

number of buildings which comprise the Shannon Mews development. The utility is owned and operated 

by Shannon Wall Centre Rental Apartments Limited Partnership (SWCRA). The customers comprise of 

approximately 213 rental apartments, 387 strata units, the common areas of each of the buildings, and 2 

commercial tenants. Each customer is individually metered for the services provided to them which may 

be space heating, space cooling, and domestic hot water. 

SWCRA was granted a Certificate of Public Convenience and Necessity (CPCN) on April 21, 2016 via 

BCUC Order C-4-16 pursuant to sections 56 and 56 of the Utilities Commission Act (UCA) to own and 

operate SETES. During the CPCN process, it was determined SETES is a Stream B utility under the 

TES Regulatory Framework Guidelines. 

A Rates Application for Interim and Final approval was initiated on May 24, 2016 with a submission to 

the Commission. Interim approval was granted for the rates application effective June 1, 2016 via BCUC 

Order G-77-16. The rates application has proceeded to date with the final arguments now presented 

after two rounds of information requests and responses. 

2.0 There is a Legal Basis for the DEU and the Rates Application 

As required by the City of Vancouver under the “Low Carbon Energy System condition” and in line with 

WFC’s commitment to sustainable development, Shannon Estates Thermal Energy System was set up 

to meet these goals. Pursuant to BCUC Order C-4-16, the SETES is required to fulfill the convenience 

and necessity of the residents of Shannon Estates.  
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3.0 Compliance to the Regulatory Procedure 

SWCRA has followed the regulatory process extensively to ensure accountability with the public, 

especially customers; and have responded to all questions raised through the intervenor approach and 

the Letters of Comment, as provided through the mechanisms of the Utilities Commission Act (UCA) 

legislation. 

All customers were notified of the rates application with notices delivered in accordance with BCUC 

Order G-77-16A: 

 Strata Owners were given notices by June 1st, 2016 

 Rental Tenants of 1515 West 57th Ave were given notices by June 6th, 2016 

4.0 The Evidence for Our Rates Application has been Tested by Customers, the 

Commission, and Another Utility 

The Regulatory process has enabled a healthy discussion between SWCRA and its customers whereby 

SWCRA was able to respond to Intervenors and Interested Parties to justify the rates charged and to 

provide support that the rates charged were within industry norms. Intervenor registrations and 

information requests were received from Robert Peden, a customer, and from Fortis BC Alternative 

Energy Services (FAES), another utility. Interested parties representing six customers also registered 

with two providing Letters of Comment.  

In particular, the Regulatory process via: 

BCUC’s information requests and our responses allowed the demonstration: 

 Rates are comparable to other thermal energy utilities regulated by the BCUC; and 

 Rates are comparable to those rates where the customer was provided their own heating and 

cooling using BC Hydro electricity rates. 

FAES’ information requests and arguments and our responses allowed the demonstration: 

 Our proposed rates are less than that of a regulated rate of return rate setting mechanism; and 

 Switching to a regulated rate of return mechanism does not provide the customer any additional 

value while increasing accounting and management fees. 

Robert Peden’s Final Argument / Information Request and our response allowed the demonstration of: 

 The Service Start Fee is comparable to the set-up fees of other regulated utilities (Exhibit B-7, p. 

2-3) 

4.1 Remarks on the Letters of Comment 

We provide some remarks to the two Customer’s Letters of Comment: 

Sok Mui Lee (Letter of Comment dated June 30, 2016) 
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Comment 1 

[SEFC NEU [South-East False Creek Neighbourhood Energy Utility] adopts a high fixed rate and low 

variable rate structure, whereas BC Hydro adopts a low fixed rate and high variable rate structure. 

SETES's proposal to set a high fixed rate (in reference to SEFC) and a high variable rate (in reference to 

BC Hydro) would allow SETES to charge the highest possible rate to customers. However, the rate 

application fails to demonstrate the relevance of such a rate structure in terms of SETES's fixed cost and 

variable cost structure in comparison to its counterparts. Approving such an aggressive rate structure 

may set a precedent for future utility rate applications which will adversely affect affordability of energy 

costs going forward. The unaffordability of energy costs will be more severely worsened by future rate 

escalation due to such a high base number.] 

Response 1 

The utility owns, operates, and maintains the primary thermal generating equipment. This is consistent 

with “pegging” SETES’ monthly capacity levy to the City of Vancouver or rate-following. The utility also 

depends on electricity and technology to provide low-carbon thermal energy. This is consistent with 

“pegging” SETES’ variable rate reference to BC Hydro or rate-following. 

Comment 2 

[The variable rates charged by two other neighbourhood renewable energy systems in Vancouver are: 

$0.04332/kWh (SEFC NEU) and $0.03584/kWh (DEU). What is the justification for SETES to charge a 

variable rate that is equivalent to 240% and 290% charged respectively by these counterparts?] 

Response 2 

Please see our response to the BCUC in our IR-2 (Exhibit B-5) section 40, as to why our rates are 

comparable. Furthermore, there are incomparable differences between the different neighbourhood 

energy systems such as space cooling and individual metering. Additionally, we would like to point that 

the usage charge for SEFC NEU is $0.045398/kWh for the year of 2016; furthermore, DEU is a generic 

acronym that does not necessarily denote any renewable energy content. 

Comment 3 

[Both SEFC NEU and DEU do not charge customers monthly metering charge and sustainment capital 

fund, but instead incorporate these costs into their relatively high fixed rate model. Since SETES applies 

a high-fixed-high-variable rate model, its revenue would be more than lucrative than just to recover costs 

to repair and sustain capital assets. SETES also fails to demonstrate specific monthly costs exclusively 

related to meters that justify such a high monthly fee.] 

Response 3 

Please see our response to the BCUC in our IR-1 (Exhibit B-2) sections 10.5 and 16.0 as to why our 

meter charge and sustainment capital fund are justifiable. 
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Comment 4 

A portion of SEFC NEU's fixed cost covers the land rent of the utility. (QUEST Business Case study 

Integrated Community energy system on Southeast False Creek neighbourhood energy utility 5.2.2.1 

p.22) 

http://www.sauder.ubc.ca/Faculty/Research_Centres/Centre_for_Social_lnnovation_and_lmpact_investi

ng/Core_Themes/Low_Carbon_Economy/media/Files/1SIS/Reports/Carbon%20anagement%20Reports

/QUEST-ICESBusiness-Case-Southeast-False-Creek-Neighbourhood-Energy-Utility.ashx) Given that 

SETES utility is built on Shannon Wall's property, fully owned by Wall Financials, the fixed rate of 

SETES should be deducted by the percentage of land rent of SEFC NEU's fixed cost. 

Response 4 

The use of the land  for the SETES represents an opportunity cost to SWCRA. Accordingly, it is 

appropriate for the value of the land to be included in the Monthly Capacity Levy. 

Bor Li (Letter of Comment dated June 30, 2016) 

Comment #1 

[Space cooling charges and capacity charge for tenants 

The rate application does not make a distinction between the types of service available to tenants and 

condo owners, The SETES is to provide space heating, space cooling and domestic hot water to 

approximately 600 residential customers (36% rental) ... " Condo owners have air-conditioning yet 

tenants do not. It gets so hot in the summer that multiple portable air conditioners (powered by 

electricity) are required to be in operation to keep the place cool. Correspondence by the property 

management reassures that only heating and hot water are provided. Therefore, tenants should not be 

billed for space cooling service and should have their capacity charge proportionally reduced by the 

number of months such feature is typically required (e.g. May to August).] 

Response to #1 

[The apparatus which provides cooling also provides heating and is an essential component of the low-

carbon strategy required by the City of Vancouver. Domestic hot water is a service which derives heat 

from the cooling, especially in the summer, and has a consistent usage profile over the seasons. 

Accordingly, the same monthly capacity levy is appropriate for all customers year-round.] 

Comment #2 

[Sustainment capital fund 

Since the SETES plant is owned by Shannon Wall Centre Rental Apartments Limited Partnership 

(SWCRA) which also owns Shannon Mews and Apartments, the financial responsibility to maintain the 

utility should fall on the landlord (SWCRA) instead of tenants. Thus, tenants should not be required to 

pay for the sustainment capital fund if it is approved.] 
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Response to #2 

Also see Response #4. The rental agreements did not include for heating or hot water and therefore, 

instead of distributing the cost across all customers irrespective of usage the costs are allocated 

according to the intensity of usage. Had the heating and hot water been integrated into the rent, the 

effective base rental rate would be increased accordingly and Customers with lesser usage patterns 

would be contributing to Customers with higher usage patterns. A more equitable distribution of costs is 

reached by this means.  

Comment #3 

[QMC (the sub-metering and utility billing company hired by SETES)- discrepancies in fees 

QMC lays out the following charges in the utility billing enrolment form: new account set-up $30, security 

deposit 2.5 times monthly bill if direct deposit is not chosen as the form of payment, disconnect $100, 

administration fee $9.5, late payment fee 1.5%/per month, NSF $50, collections fee $25. Many of the 

above fees are inconsistent with those set out in the tariff. Does BCUC have authority to regulate fees 

collected by QMC related to SETES's service? It is unclear that whether customers are required to pay 

fees set out by both QMC and SETES. Form of payment (direct deposit) should not be considered as 

the only criteria to evaluate credit worthiness of customers. In addition, QMC fails to mention the return 

of customers' security deposit after one year of good payment history with interest in its correspondence 

while such a requirement was stated in the tariff.] 

Response to #3 

SWCRA must follow the executed Terms and Conditions in billing to customers. QMC documents have 

been amended to be consistent with the executed Terms and Conditions. 

Comment #4 

[Disclosure 

When the rental lease was signed, no disclosure regarding the utility charges was made despite 

inquiries. Coincidently, the property manager left her job in the month of the rate application. The first 

group of tenants moved in December 2015 and had not seen the utility bill until now. The new utility 

charges come as a surprise to many tenants, as they were led to believe by the departed property 

manager that heat and hot water were covered by their rent/BC hydro.] 

Response to #4 

We have confirmed that rental agreements did not include for heating or hot water. No rates were 

charged or advertised until interim approval was given by the BCUC. 

5.0 The Final Rate Structure has Responded to the Regulatory Procedure 

SWCRA has participated and responded to the questions raised in the Information Request process. 

The final Rate structure and Terms and Conditions have incorporated the feedback received. 
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The final Rates and Terms and Conditions now consist of the following major elements: 

 

A rate structure would consist of a fixed and variable component: 

 Fixed components will comprise of the Monthly Capacity Levy (which will be based on the size of 

the unit) and a metering fee; 

 Variable components will comprise of the quantity of energy used for Space Heating, Space 

Cooling, and Domestic Hot Water. 

And the following one-time fees: 

 Service Start Charge 

 Service Reconnection Charge* 

*as applicable 

We bring some further changes to the Terms and Conditions for clarity: 

 Specific exemption to any reconnection fee defined for customers requiring reconnection after a 

Curtailment of Services as defined under Terms and Conditions section 10.  

In response to the review process, the following fundamental alterations to the terms and conditions 

were implemented: 

 Removal of “Service Stop or Termination Charge” as reanalysis of probable market conditions 

reduced the probability this charge would be required 

 Service Restart Charge is fixed rather than any reliance on estimates in unusual circumstances to 

bring more simplicity to Customers 

 Withdrawal of rates related to water itself as the BCUC has confirmed its regulatory scope does 

not include metered potable water or any other common city utility charges 

The Rate Riders would be altered: 

 Establishment of an Emergency Repair Deferral Account for the Emergency Fund Rate Rider to 

recover costs for emergency repair. The Deferral account would be allocated costs after the Utility 

has used its set budget for emergency repairs, currently at $26,000 per year, up to a maximum 

account amount, currently at $50,000 total. The Emergency Fund Rate Rider would be applied to 

Customer rates after the expenses have been incurred. This structure has been suggested by the 

Commission in IR-2 (Exhibit A-6). 

 Establishment of a Capital Replacement Deferral Account for the Capital Replacement Fund Rate 

Rider to recover costs for capital replacement if there should be a major capital replacement item 

(not emergency repair) which would necessitate additional funds be collected. The current 

maximum requested for this account is $2,750,000. The Capital Replacement Fund Rate Rider 
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would therefore be applied after the expenses have been incurred. This structure has been 

requested by SWCRA in IR 2 (Exhibit B-5) Section 36.3. 

6.0 We Are Comparable to Other Utilities 

As requested in BCUC IR 1 Section 20.0, SETES has compared our rates to other BCUC regulated 

thermal energy utilities; furthermore a cost comparison to BC Hydro as a comparable low carbon thermal 

energy source that can both provide heating and cooling with individual metering.  

As demonstrated in the updated user cost estimate in BCUC IR 2 (Exhibit B-5) Section 40.0 below, the 

SETES proposed rates are comparable to BC Hydro rates; BC Hydro being the most comparable utility 

in terms of individual metering and carbon reduction. Furthermore, the SETES owns and maintains the 

major thermal generation equipment, thereby relieving the customer of the maintenance and 

insurance/permit costs; as well, the customer saves valuable floor space, which is a benefit that has not 

been quantified.  
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7.0 Fair, Just, and Equitable Rates are Sought for and Should be Approved 

SETES’ Rate Application has undergone a rigorous review via the process the Province of British 

Columbia has designed to establish fair, just, and equitable rates. We request for Final Approval by the 

Commission for the rates as outlined in the Shannon Estates Thermal Energy System Rates Tarriff, with 

the differences determined necessary during the BCUC review processes.  

 

Yours very truly, 

 

George P. Steeves, BScE, MIS, P. Eng. 
Principal 
STERLING COOPER CONSULTANTS INC. 
GPS/jc/cz 
 

 


