
STRATAWEST 
MANAGEMENT LTD. 

Professional Property Managers 

February 8, 2017 

Via E-Mail to: commission.secretary@bcuc.com 

British Columbia Utilities Commission 
6th Floor, 900 Howe Street, Box 250 
Vancouver, BC 
V6Z 2N3 

Attention Laurel Ross 

Dear Sirs: 

Re: SEASCAPES APPLICATION FOR RECONSIDERATION OF ORDER G-172-16 
SEASCAPES REPLY TO SUPERIOR PROPANE LTD. SUBMISSIONS ON 
SEASCAPES' RECONSIDERATION APPLICATION 

On December 22, 2016, Seascapes applied for reconsideration (Application) and variance of 
BCUC Order G-172-16 dated November 28, 2016 pursuant to section 99 of the Utilities 
Commission Act (UCA). Seascapes writes this reply to Gowling WLG 's (Gowling) lengthy 
submissions made on behalf of its clients, Superior Propane Ltd. (Superior). 

The specific concerns raised in Seascapes' reconsideration Application are as follows: 

(1) Based on a quote, the Commission approved the amount of $22,500 annually for 
insurance costs that Superior is not required to actually make and accepted this amount 
as the imputed value of insurance coverage. 

(2) The Commission has established a protocol for the purchase of propane gas from its 
sister company, Superior Gas Liquids, which includes no oversight of the cost of gas 
by the Commission. 

Seascapes will try to keep its reply submissions brief and focus on issues we believe are helpful 
in assisting the Commission Panel to make its determination on this matter. We have no legal 
representation so please excuse us if we apply a layman's approach to making points on legal 
issues. We considered applying to the Commission under section 116 of the UCA for the 
Commission to appoint legal counsel to represent our interest but decided against this as it would 
only further add to the rhetoric and complexity of a process that has gone on far too long with no 
real 'winners'. Seascapes would like to remind the Commission that this began years ago, as a 
request for the Commission to provide some oversight and provide comfort to homeowners that 
what they were being charged in rates is reasonable. 
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Given this context Seascapes will confine its submissions to the following three topics: 

• Reconsideration Criteria; 
• The Value of Insurance Coverage; and 
• The Need for Commission Oversight of Propane Costs 
• Future Reconsideration Process 

If we remain silent on an issue or an assertion made by Superior it should not be interpreted that 
we are in agreement with it. We have tried to focus on elements we believe to be relevant. 

1. Reconsideration Criteria 

With reference to the Commission's handling of a reconsideration application, Superior makes 
the following assertions: 

2 

Reconsideration is an exceptional remedy, and this is apparent from the Commission's 
regulatory guideline for Reconsideration Criteria (Guideline), which provides the 
following directions: 

• The fact that an intervener such as Seascapes is "unhappy" with a Commission 
decision does not warrant reconsideration; 

• Full reconsideration by the Commission is warranted in the case of an alleged 
error of fact or law only if the claim of error is substantiated on a prima facie 
basis; and 

• Where the basis for reconsideration is an error in fact (as in this case), it is 
necessary to show that it is a significant, specific error having significant material 
implications. 1 

Seascapes notes that Reconsideration Criteria document referred to by Superior more specifically 
states the following: 

"After the first phase evidence has been received, the Commission generally applies the 
following criteria to determine whether or not a reasonable basis exists for allowing 
reconsideration: 

• the Commission has made an error in fact or law; 
• there has been a fundamental change in circumstances or facts since the Decision; 
• a basic principle had not been raised in the original proceedings; or 
• a new principle has arisen as a result of the Decision." 

In addition, the Commission will exercise its discretion to reconsider, in other situations, 
wherever it deems there to be just cause. 

1 Exhibit C-1-1, p. 3. 
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Seascapes would like to point out two things. 

Firstly, reconsideration is not an exceptional remedy. It is not uncommon for an applicant or an 
intervener to take exception with a decision and file for reconsideration. The Commission's 
archive section on its website demonstrates that there are numerous instances where parties have 
chosen to seek reconsideration. If the concerns raised by Seascapes in its Application had a minor 
impact on rates it is unlikely this reconsideration request would have been made. However, as 
outlined in our Application, the insurance costs at issue represent 30 percent of the total revenue 
requirement and have a major impact on rates. Further, the lack of oversight on gas costs goes to 
the concerns laid out in Seascapes' original letter of complaint many years ago. 

Secondly, the Reconsideration Criteria document states that the Commission "generally" applies 
the criteria. Therefore, a reasonable interpretation would be that the Commission is free to rely on 
these criteria as it deems appropriate. The freedom of the Commission is made clear by the 
statement that the Commission can exercise its discretion to reconsider in other cases wherever it 
deems there to be just cause. 

2. The Value of Insurance Coverage 

In its submissions, Superior has correctly stated that Seascapes, in the Rate Application hearing, 
asked the Commission to entirely exclude this cost. Superior states that Seascapes has now taken 
a somewhat different approach. In response to the points raised by Seascapes in its 
reconsideration application, Superior makes the following statement: 

"As a first point, Superior notes that all of these claims are new arguments made 
by Seascapes for the first time. None of these claims and arguments was raised 
by Seascapes in the Rate Application. There is no evidence in the record of that 
proceeding which can support the Seascapes' claims, and Superior is prejudiced 
by reason of the fact that Seascapes elected not to make these arguments in the 
Rate Application." 2 

Superior concludes its submissions on this issue by stating that because Seascapes is " ... unhappy 
with the Commission's decision does not justify reconsideration, particularly since Seascapes has 
abandoned its initial position and is asserting a new claim in the Application".3 

Seascapes acknowledge that it is not happy with the Commission's Decision on insurance. We 
continue to hold the view that applying a value to self-insurance as put forward by Superior 
should have been rejected. We have not pursued this matter having understood and previously 
considered many of the matters raised by Superior in its 'mini lesson' on Ratemaking in its 
submissions (pp. 2-3). However, since this was raised by Gowling on behalf of its clients, we 
would not be unhappy if the Commission were to reconsider this option. 

2 Exhibit Cl-1, para. 20. 
3 Exhibit cl-1, para. 28. 
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The concerns that Seascapes has raised in this Application with respect to insurance coverage are 
twofold. 

First, that the Commission accepted the Zurich quote as a proxy for self-insurance of $250,000 
noting that it was satisfied it was a reasonable basis upon which to establish the value of 
insurance coverage. Yet the Commission provided no reasons as to why it was reasonable and 
what it was that satisfied them. Our understanding is that the Supreme Court of Canada has been 
very specific in laying out requirements for tribunals with respect to the provision of proper 
reasoning in their decision-making. Saying it is reasonable without an explanation of "why" does 
not make it so. Given the magnitude of impact on revenue requirements this is especially 
important in this instance. 

Our second point is that the Commission held that the Zurich quote was a reasonable proxy in 
spite of coverage being for an amount eight times as large as the amount of self-insurance. This 
point was completely ignored by Superior when it stated "There is no evidence in the record of 
that proceeding which can support the Seascapes' claims". In addition, the Commission failed to 
consider cost of service principles in establishing the full amount of the insurance quote as a 
proxy for self-insurance coverage. As pointed out in our Application, the Zurich quotation used 
as a proxy is made up of many costs in addition to the coverage costs that Superior is undertaking 
in self-insuring. Moreover, reliance on a quote is contrary to the Commission's established 
practice with regard to self insurance costs for other utilities such as FortisBC Energy and 
FortisBC Inc. 

Collectively, these facts point to an undeniable conclusion. The Zurich policy cannot be 
reasonably considered a reliable proxy for its imputed self-insurance and the Commission erred 
in doing so. This well exceeds the requirement for a prima facie case for reconsideration. 

Before leaving this issue, Seascapes would like to make a few final points. 

• Superior has pointed out that in the Rate Application hearing it recommended that 
Seascapes explore other options to determine if the quote was reasonable. 
Seascapes observes that this seems to indicate that even Superior has concerns as to 
whether it is a reasonable quote. Seascapes was not able to solicit quotes for two 
reasons. Seascapes do not have an "insurable interest" (Superior does) so no 
insurance company is going to provide a quote. More important however, is that we 
are not clear of what exactly is being insured and have no knowledge of the past 
history of risk experience or any of the other pieces of information an insurer would 
require in preparing a quote. What is apparent is the coverage limits are eight times 
the amount required for coverage. 4 

4 Exhibit Cl-1, para. 21. 



• Superior asserts that Seascapes suggests the Commission should have obtained 
several actual quotes to make a determination of a reasonable proxy. 5 Seascapes 
made no such assertion. Seascapes did, however, offer a couple of approaches to 
remedy this issue. One such approach involved getting more than one quote. 6 

3. The Need for Commission Oversight of Gas Costs 

5 

With reference to oversight of the cost of gas Superior states that Seascapes argues that the 
Commission "en-ed in its interpretation of the facts". Subsequently, Superior further states 
"Seascapes now claims that in not providing for the cost of gas, the rates approved by the 
Commission for Superior are unjust and unreasonable". 

These statements are incorrect. Seascapes' position with respect to the need for oversight of gas 
costs is laid out in its Application in the Section titled "Oversight of the Cost of Gas". For 
clarity, it reads as follows: 

"As Seascapes understands it, this is the only case where the Commission has 
deemed it unnecessary to provide some level of oversight of gas prices. All other 
gas providers are required to go through a review process when the price of gas is 
to be either increased or decreased. Seascapes submits that the nature of the 
relationship between Superior and Superior Gas Liquids from whom it purchases 
alone would suggest that at least some oversight is reasonable. Therefore, 
Seascapes requests the Commission reconsider this direction and modify it to allow 
some level of Commission oversight while doing so in a cost effective manner." 

This statement says nothing about the Commission erring in its interpretation of the facts nor 
does it allude to the Commission approving rates that are unjust or unreasonable as a result of the 
lack of oversight. 

Seascapes does note it made the following statement on page 2 of its Application. 

"For reasons explained in this letter, Seascapes believes the Commission has erred 
in its interpretation of the facts, and as a result, has approved rates that are unjust 
and unreasonable."7 

This statement was intended to apply to the Application as a whole. Seascapes acknowledge that 
had this statement been separated by triple space rather than double space Superior's apparent 
confusion may have been avoided. We apologize to Superior if this caused confusion. 

5 Exhibit Cl-1, para. 23. 
6 Exhibit B-1, p. 5. 
7 Exhibit B-1, p. 2. 
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It also appears that Superior is confused as to Seascapes' concern with the oversight of gas cost. 
Our concern is not with the methodology for determining the monthly cost of gas based on the 
SGL spot price on the 15th of the month. Our concern was that these need to be periodically 
reviewed to determine whether the commodity costs are reasonable and in line with other similar 
operators. In Final Argument Seascapes made the following submission: 

"Seascapes has noted in Section 3 .2 that it has no expertise in this area and we 
believe we could provide little value by being involved. We have proposed the 
Commission determine an appropriate methodology to manage and review such 
costs. "8 

In its Decision, the Commission not only did not provide reasons why there was no methodology 
to review such costs and provide oversight, it ignored the oversight issue entirely and was silent. 
Seascapes are not sure whether this is an error of fact or an error of law because we are not 
lawyers (we are sure that Gowling would be pleased to instruct us on this). What we are certain 
of is that it is wrong. 

Seascapes request only that the Commission follow its normal practice of reviewing gas utility 
costs and provide a level of oversight. The lack of at least addressing this issue, which was raised 
by Seascapes, warrants moving this Reconsideration Application to Phase 2. 

4. Future Reconsideration Process 

Assuming this Reconsideration Application proceeds to Phase 2, Seascapes requests it be allowed 
the opportunity to file evidence in support of its case. In addition, as is common practice, we also 
urge the Commission to file evidence from previous proceedings that it considers to be relevant 
to the issues. We believe doing so will provide the Panel helpful guidance and assistance in 
making its determination on both of these issues that have been raised. 

This concludes our reply submissions. 

Your Sincerely, 
STRATA WEST MANAGEMANT LTD. 

c. c. Council President 

8 Seascapes Final Argument, p. 33. 




