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I. INTRODUCTION 

1. This submission summarizes the position of Corix Multi-Utility Services Inc. (“Corix”) on the Application 

for Approval of the Revenue Requirements and Rates for the Dockside Green District Energy Utility 

(“Application”). 

2. This submission briefly reviews the main aspects of the Application and the amendments and, in light 

of British Columbia Utilities Commission (“BCUC”) staff questions received during the regulatory 

review process, clarifies and provides justification for the approvals sought by Corix.   

II. OVERVIEW 

3. The district energy utility system at Dockside Green in Victoria began providing district energy service 

to customers in 2008 under a CPCN granted by the BCUC to a partnership under Orders C-1-08 and 

C-3-08.  

4. Due to slower than anticipated build-out on the Dockside Green lands and operational challenges with 

the central biomass unit, revenues to the utility proved insufficient to cover utility costs and the utility 

partners incurred financial losses. 

5. On September 4, 2018, the BCUC issued Order G-166-18 approving the sale of the district energy 

utility’s assets to Corix. As part of the asset acquisition agreement approved under G-166-18: 

• The debt accumulated by the previous district energy utility partnership was forgiven; 

• Corix’s Dockside Green Energy Utility (“DGE”) purchased all of the district energy utility’s 

assets for $1; 

• The DGE rate base was set to $1;  

• The seller agreed to a $1 million payment to be deposited into a Revenue Deficiency Deferral 

Account (RDDA) to cover future revenue shortfalls for DGE and mitigate customer rate 

increases during the next few years as the Dockside development continues to build out; and 

• The BCUC directed DGE to prepare and file an application for revenue requirements and 

expenditure associated with installing new natural gas boilers in the central energy facility.1 

6. On April 30, 2019, Corix submitted an application to the BCUC seeking approval for the disposition of 

three (3) natural gas boilers and associated equipment from Corix’s Burnaby Mountain District Energy 

Utility (BMDEU) and transfer of these assets to DGE. The temporary energy centre (TEC1) located at 

                                                           
1 BCUC Order G-166-18, dated September 4, 2019. 
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BMDEU currently houses the 3 natural gas boilers and associated equipment (TEC1 Assets) as well 

as other equipment that would remain at BMDEU. 

7. Corix’s Application addresses the annual revenue requirements and capital expenditures associated 

with the transfer and installation of the TEC1 Assets inside the central energy plant at DGE. 

8. Corix amended its Application on July 16, 2019 and made minor amendments to its confidential 

financial model, which Corix submitted with its response to BCUC information requests (“IR”).  

9. The confidential financial model submitted in response to BCUC IR 24.1.1 is the most recent version 

of the confidential financial model (“Amended Financial Model”). 

III. BCUC APPROVALS SOUGHT 

10. Corix seeks BCUC approval under sections 56 and 59 to 61 of the Utilities Commission Act of the 

proposed revenue requirements, rate design, and rates as outlined below: 

a. The rate base as presented in Section 5.3.5 of the Application and updated in the 

Amended Financial Model; 

b. The revenue Requirement as presented in Section 5.3.6 of the Application and updated 

in the Amended Financial Model; 

c. Consistent with the BCUC decision on the Phase 2 Generic Cost of Capital proceeding 

applicable to small thermal energy utilities: 

i. A deemed capital structure of 57.5% debt and 42.5% equity; 

ii. Long term debt financing costs estimated at 4.91%; 

iii. A return on equity (“ROE”) of 9.75%, which is based on the current low risk 

benchmark equity return plus 100 basis points (“bps”) for DGE, consistent with 

BCUC Order G-47-14; 

iv. Annual Operating Costs as provided in Section 5.3.3 of the Application; 

v. An Operating Margin as discussed in Section 5.3.7 and presented in the Amended 

Financial Model; and 

vi. The proposed rate structure. 

d. Approval of the accounting treatment of the following: 

i. Continuation of the revenue deficiency deferral account established in Order G-

166-18 and used to supplement revenue received from customers and allow the 

utility to recover costs and earn its allowed return while mitigating rate increases 

to customers during the development period; 

ii. The rate design as provided in the Application as amended; and 
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iii. The establishment of an Energy Cost Reconciliation Account, as discussed in 

section 5.3.4 of the Application. 

11. Corix submits it has demonstrated in its Application, as amended, and throughout the regulatory review 

process, that it would be appropriate and justifiable for the BCUC to grant the approvals sought.  

IV. CAPITAL EXPENDITURE 

(i) The use of the TEC1 Assets at DGE is in the public interest 

12. First, the use of the TEC1 Assets at DGE will result in financial benefits for DGE customers and 

BMDEU UniverCity customers. The proposed disposition of TEC1 Assets from BMDEU would result 

in significant costs savings for DGE customers, as compared to the alternative of purchasing new 

boilers.  DGE would incur capital costs equal to the net book value of the TEC1 Assets at the time of 

transfer plus the costs to transport the TEC1 Assets from BMDEU to DGE. Corix forecasted $121,100 

based on the net book value of the TEC1 Assets at June 30, 2019.2 The long-term cost implications 

for the alternatives are discussed in paragraph 17 below. 

13. In addition, UniverCity customers of BMDEU would receive fair compensation for assets that will no 

longer be required at BMDEU. 

14. Second, the proposed disposition is operationally sound. The proposed use of TEC1 Assets at DGE 

best aligns boiler capacity and associated capital expenditure with the updated buildout schedule while 

addressing affordability of customer rates. 

15. The transfer of TEC1 Assets and Corix’s proposed DGE boiler configuration would also allow Corix to 

change operational status with the provincial safety authority, Technical Safety BC, which would lead 

to a reduction in annual operational costs.3  

16. Corix’s proposal to use TEC1 Assets at DGE will allow DGE to achieve sustainable operations at 

affordable rates for customers, while taking into consideration uncertain real estate conditions. 

(ii) The alternatives are not in the public interest 
17. Corix considered alternatives to the proposed transfer of TEC1 Assets. 

a. Corix considered continuing with the current boiler configuration but dismissed it as an 

undesirable option for operational reasons. The existing 10-year old boiler was originally sized 

to provide peaking and back-up at full build-out. The large capacity of the existing boiler and 

the current load forecast results in an overall system efficiency of approximately 65%, which is 

notably less than the system efficiency with the proposed boiler re-configuration, forecasted to 

                                                           
2 Exhibit B-3, Cover Letter, p. 1. 
3 Exhibit B-1, pp. 32-32; Exhibit B-5, Response to BCUC IRs 18.4 and 18.5.  
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be at least 80%. In addition, reliance on a single boiler to serve all customers creates significant 

availability and reliability concerns.4 

b. Another alternative Corix considered was the purchase of two (2) new smaller high efficiency 

natural gas boilers to replace the existing Cleaver-Brooks boiler. This would increase system 

efficiency and provide reliability through redundancy. However, Corix found that the costs 

associated with this option was significantly higher (in excess of $2 million), which would put 

upward pressure on customer rates and increases the potential for large deferral account 

balances.5 

c. Corix considered refurbishment of the Nexterra biomass plant but ruled it out as implausible 

due to significantly high capital cost estimates coupled with historical challenges with fuel 

supply that could not be reasonably addressed.6 

18. The above alternatives to the proposed capital expenditure are not in the public interest as they result 

in either a system with lower efficiency and no reliability or significant capital costs for DGE. 

(iii) Plans to lay-up Cleaver-Brooks boiler is in the public interest 

19. Corix proposes to lay-up the Cleaver-Brooks natural gas boiler once the TEC1 Assets are connected 

to the DGE system. Corix would shut down the Cleaver-Brooks boiler and disconnect it from the district 

energy system until the next time additional capacity is required to provide system back-up and 

redundancy.  

20. Based on the forecast buildout schedule, additional capacity would be required in 2029.7 Corix has 

modelled the reconnection of the Cleaver-Brooks boiler to the DGE district energy system in 2029. 

However, Corix would have to make a final determination regarding incremental capacity at that time 

and, in doing so, would consider factors including, but not limited to, buildout and load demand, 

available technology, legislation and government policies, and the potential impact to customer rates.8 

21. Should there be catastrophic failure with any of the TEC1 Assets, Corix could quickly recommission 

the Cleaver-Brooks to prevent or minimize loss of service. 

22. Corix purchased the Cleaver-Brooks boiler from the previous utility for less than $1. Corix’s proposal 

to lay-up the Cleaver-Brooks boiler minimizes additional capital costs thus keeping costs low for 

ratepayers, while retaining the ability to quickly provide system back-up and redundancy. 

                                                           
4 Exhibit B-1, pp. 10-11. 
5 Exhibit B-1, p. 11. 
6 Exhibit B-1, p. 11; Exhibit B-4, Response to BCUC IRs 4.1 and 4.2, p. 16.  
7 Exhibit B-3, Cover Letter, p. 2. 
8 Exhibit B-5, Response to BCUC IR 18.1, pp. 4-5. 
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V. REVENUE REQUIREMENT AND PROPOSED RATES 

(iv) Proposed Equity Risk Premium is just and reasonable 

23. Corix proposes to retain the equity risk premium of 100 bps for DGE, previously approved by BCUC 

Order G-47-14. This would result in a ROE of 9.75% for DGE. Corix submits this is just and reasonable 

for the following reasons: 

a. Other Stream B Utilities have an equity risk premium of 75 bps. DGE’s risk profile exceeds 

that of other Stream B utilities including Corix’s Burnaby Mountain District Energy Utility 

(“BMDEU”); Corix’s University of British Columbia Neighbourhood District Energy System 

(“UBC NDES”) and River District Energy (“RDE”). DGE’s risk relative to that of BMDEU and 

UBC NDES is especially apparent when considering customer base risk and property 

development risk, as presented in the risk matrix presented in response to BCUC IR 23.3.9 

For example, both BMDEU and UBC NDES are meant to serve a master-planned 

development on university endowment lands and after just a few years have a buildout 

approaching approximately 50% of the total gross floor area (“GFA”) at full buildout. This level 

of commitment does not exist at DGE, which after 11 years would only be at 24% of total GFA 

at full buildout.10 Similarly, the GFA for the completed parcels for River District Energy 

represents 35% of the total GFA at full buildout, despite RDE having a full buildout load more 

than 2.5 times that of DGE’s and having started development several years after DGE.11 

b. Historical results indicate that the equity risk premium for the previous district energy 
utility at Dockside Green was not an accurate reflection of the risks at that time. Corix 

notes that the risk associated with DGE today is comparatively lower than the risk present 

during the BCUC’s Generic Cost of Capital Stage 2 Proceeding.12 However, given the ultimate 

fate of the previous district energy utility at Dockside Green, the proposed 100 bps equity risk 

premium is more appropriate for the current level of risk that DGE faces than it was for the 

previous district energy utility. Considering the significant delay in buildout since 2008, the 

myriad of technical issues and fuel supply issues experienced by the biomass plant and the 

long-term debt greater than $4.8 million incurred by the previous partnership, the previous 

equity risk premium of 100 bps should arguably have been set to a higher figure.13 

24. Given the above evidence, it is just and reasonable to maintain an equity risk premium of 100 bps. 

 

 

                                                           
9 Exhibit B-5, Responses to BCUC IR 23.3, Attached Excel file. 
10 Ibid. 
11 Ibid. 
12 Exhibit B-4, Response to BCUC IR 10.4, p. 31. 
13 Exhibit B-5, Response to BCUC IR 23.2.1, pp. 11-12. 
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(v) Return on Equity/O&M Markup is just and reasonable 

25. BCUC Order G-166-18 directed Corix to establish the RDDA with a $1 million surplus balance 

(“Negative RDDA”) and to apply interest on those funds using Corix’s approved weighted average 

cost of capital (“WACC”). 

26. The presence of this Negative RDDA, combined with the limited current Rate Base and the 

requirement for Corix to pay interest on those funds at its approved WACC, creates a unique situation 

whereby Corix is currently required to pay more in interest on the RDDA than it is receiving as a return 

on rate base. 

27. Corix’s proposal to transfer the TEC1 Assets from BMDEU significantly reduces capital expenditure 

when compared to the alternative of purchasing new boilers. However, this also keeps rate base at 

lower levels for a longer period of time, which further exacerbates the dilemma caused by the 

requirement to pay interest on the Negative RDDA balance. 

28. In order to address this situation, Corix proposes the inclusion of up to a 10% mark-up on Operating 

and Maintenance (“O&M”) Costs (exclusive of energy costs) in its revenue requirement.14  Specifically, 

as long as the value derived by subtracting the absolute value of the Negative RDDA from Rate Base 

(the “Net Rate Base”) is less than zero, the O&M Markup will equal 10%. Once the Net Rate Base 

exceeds zero, the O&M Markup will be reduced by the allowed ROE on this Net Rate Base.  The 

details of this proposal are provided on page 38 of the Application. Once the Net Return on Rate 

Base15 exceeds the O&M Markup figure then the O&M Markup would automatically be eliminated. 

29. The Amended Financial Model forecasts the elimination of the O&M Markup by the end of 2020.16  

30. Subsection 59 (5) of the Utilities Commission Act outlines that among other things, an “unjust” or 

“unreasonable” rate is “insufficient to yield a fair and reasonable compensation for the service provided 

by the utility”. Corix submits that the O&M Markup proposal is just and reasonable given that the unique 

circumstances outlined below lead to unfair compensation to the utility that is insufficient for the service 

provided. The circumstances include:  

• rate base starting from $1 in October 2018;  
• reduced capital additions in an effort to align capital expenditure and boiler capacity with the 

updated buildout schedule;  
• a significant Negative RDDA balance starting with $1,000,000 in October 2018; and  
• the requirement for DGE to pay interest at the Corix WACC on the Negative RDDA balance. 

                                                           
14 Exhibit B-1, p. 38. 
15 As defined in Exhibit B-1, p. 38. 
16 Exhibit B-5, Response to BCUC IR 24.1.1, Confidential Excel File. 
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As a result of these unique circumstances, Corix has been operating this utility without reasonable 

compensation since its acquisition, which is considered “unjust” in accordance with the Utilities 

Commission Act. 

(vi) Use of a Variable Energy Charge promotes price transparency  

31. Corix’s proposal to recover its total energy costs (electricity and natural gas) on a flow-through basis 

without markup results in an efficient method to flow through energy costs, enhances price 

transparency and sends the appropriate price signal to customers.17 

32. The proposed quarterly review and one-year amortization period for the accompanying reconciliation 

account seeks to minimize the balance in the reconciliation account while providing some level of rate 

stability. Furthermore, this quarterly review and one-year amortization period is consistent with the 

BCUC’s Guidelines for Setting Gas Cost Recovery Rates, outlined in L-05-01.  

(vii) Proposed recovery of the difference between Interim and Final Rates is appropriate 

33. Subject to BCUC approval, the final rates for 2019 would be higher than the interim rates currently 

being charged effective January 1, 2019. Corix proposes to use the RDDA to recover the difference in 

revenue between the interim rates and the final rates for amounts up to the specified threshold of 

$16,800.18 If the difference exceeds this threshold, Corix would recover the difference plus interest 

over 12 months through a Fixed Charge Rate Rider beginning January 1, 2020.19 

34. Based on historical data, Corix forecasts the difference to be $6,971.20 This is significantly below the 

threshold and therefore Corix expects to use the RDDA to recover the difference.21 

35. Corix’s proposal mitigates against customer confusion and incremental costs associated with using a 

rate rider to recover immaterial amounts, while avoids unnecessarily burdening the RDDA with the 

recovery of material amounts above the threshold.22  

36. Furthermore, Corix’s proposal takes into account the unique situation with a Negative RDDA, as 

opposed to the typical deferral account, which accumulates a deficit balance over time. The Negative 

RDDA does not allow for the smoothing of the rate impact of the recovery of the difference between 

interim and final rates over time.23 

 

 

                                                           
17 Exhibit B-1, pp. 33-34; Exhibit B-4, Response to BCUC IR 9.1-9.3, pp. 28-29; IR 15.2, pp. 40-41. 
18 Exhibit B-5, Response to BCUC IR 16.3, p. 2. 
19 Exhibit B-4, Response to BCUC IR 1.1, p. 2; 
20 Ibid. 
21 Ibid. 
22 Exhibit B-5, Response to BCU IR 16.1, p. 1. 
23 Exhibit B-5, Response to BCU IR 16.2, p. 2. 
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(viii) All proposals in this Application yields reasonable rates for customers 
37. For the levelization period 2019 to 2023, Corix proposes an annual rate increase of 3% with a one-

time adjustment in 2019 for the Basic Charge. Corix also proposes a Variable Energy Charge to 

recover the total energy costs, which are outside of Corix’s control. 

38. The 3% annual increase to the Basic Charge is consistent with previously approved rate increases for 

Dockside Green customers. The one-time adjustment occurs in order to shift the recovery of costs to 

the appropriate customer rates and has a minimal impact of approximately 3% to the overall bill.24 

39. The forecast total annual bill impact based on all the proposals in this Application ranges between 

0.5% and 5.6% annually for the typical residential and commercial customers with average 

consumption. This equates to a range of $4 to $42 annual increase on the total annual bill for a typical 

residential customer. These figures include the impact of varying commodity costs, which Corix would 

pass on to customers without markup.25 

40. This small impact to customer bills results from the low customer consumption through efficient 

building design at Dockside Green, as well as Corix’s efforts to align capacity and capital costs with 

the buildout schedule and load demand by using the TEC1 Assets. 

(ix) No opposition from customers/interveners 

41. Prior to submitting this Application, Corix held a public consultation session for DGE customers to 

detailing topics such as the forecast capital expenditure and the proposed rates for 2019.26 

42. Based on the buildout schedule at that time and consideration of the alternative capital expenditure to 

purchase two new high efficiency boilers, Corix’s estimated rate increase was higher than 

subsequently proposed in this Application.27 While customers showed interest in the Application at 

that time, Corix did not receive any opposition during the consultation session or afterwards in the form 

of intervention in the regulatory proceeding. 

43. The lack of customer opposition throughout this public review process is further evidence that the 

proposals are just and reasonable. 

VI. CONCLUSION 

44. The information presented throughout this regulatory review supports the approval of Corix’s 

Application, as amended. The key points from this Final Argument are summarized below: 

                                                           
24 Exhibit B-5, Response to BCUC IR 24.1.1, Confidential Excel File. 
25 Ibid. 
26 Exhibit B-1, Application, p. 12. 
27 Exhibit B-1, Appendix Four, Q&A, p. 2.  
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a) The use of the TEC1 Assets at DGE is in the public interest as it aligns capacity and capital 

expenditure to the buildout schedule;  

b) The proposed alternatives are not in the public interest as they lead to high capital costs and 

deferral account deficits or no redundancy and reliability; 

c) The plan to lay-up the Cleaver-Brooks boiler is in the public interest as it a low-cost method that 

preserves the ability to provide reliability through redundancy at short notice; 

d) The proposal to retain the approved equity risk premium is just and reasonable considering the 

fate of the previous utility at Dockside Green and the relative risk to other district energy utilities. 

e) The O&M Markup is just and reasonable as it fairly compensates the utility for the service provided 

given the unique circumstances involving DGE paying interesting on the significant Negative 

RDDA balance and reduced rate base; 

f) A flow-through Variable Energy Charge provides price transparency and sends the appropriate 

price signals to customers; 

g) The proposal to recover the difference in revenue between interim and final rates is appropriate 

as it mitigates against customer confusion and incremental costs for immaterial amounts, while 

avoids unnecessarily burdening the RDDA with the recovery of material amounts; 

h) When combined, all the proposals would yield and overall small impact to the average customer 

bill; and 

i) Corix’s proposals received no opposition from stakeholders despite undergoing a detailed public 

review process with stakeholders receiving adequate notice of said process. 

45. All the proposals in this Application result in rates that are fair, just and reasonable for the service 

provided. 

Vancouver, BC 

August 28, 2019 

     All of which is respectfully submitted. 

 

     ________________________________________ 

     Errol South 
     Senior Financial Planning Analyst 
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	 the requirement for DGE to pay interest at the Corix WACC on the Negative RDDA balance.
	As a result of these unique circumstances, Corix has been operating this utility without reasonable compensation since its acquisition, which is considered “unjust” in accordance with the Utilities Commission Act.

	(vi) Use of a Variable Energy Charge promotes price transparency
	31. Corix’s proposal to recover its total energy costs (electricity and natural gas) on a flow-through basis without markup results in an efficient method to flow through energy costs, enhances price transparency and sends the appropriate price signal...
	32. The proposed quarterly review and one-year amortization period for the accompanying reconciliation account seeks to minimize the balance in the reconciliation account while providing some level of rate stability. Furthermore, this quarterly review...
	(vii) Proposed recovery of the difference between Interim and Final Rates is appropriate
	33. Subject to BCUC approval, the final rates for 2019 would be higher than the interim rates currently being charged effective January 1, 2019. Corix proposes to use the RDDA to recover the difference in revenue between the interim rates and the fina...
	34. Based on historical data, Corix forecasts the difference to be $6,971.19F  This is significantly below the threshold and therefore Corix expects to use the RDDA to recover the difference.20F
	35. Corix’s proposal mitigates against customer confusion and incremental costs associated with using a rate rider to recover immaterial amounts, while avoids unnecessarily burdening the RDDA with the recovery of material amounts above the threshold.2...
	36. Furthermore, Corix’s proposal takes into account the unique situation with a Negative RDDA, as opposed to the typical deferral account, which accumulates a deficit balance over time. The Negative RDDA does not allow for the smoothing of the rate i...
	(viii) All proposals in this Application yields reasonable rates for customers
	37. For the levelization period 2019 to 2023, Corix proposes an annual rate increase of 3% with a one-time adjustment in 2019 for the Basic Charge. Corix also proposes a Variable Energy Charge to recover the total energy costs, which are outside of Co...
	38. The 3% annual increase to the Basic Charge is consistent with previously approved rate increases for Dockside Green customers. The one-time adjustment occurs in order to shift the recovery of costs to the appropriate customer rates and has a minim...
	39. The forecast total annual bill impact based on all the proposals in this Application ranges between 0.5% and 5.6% annually for the typical residential and commercial customers with average consumption. This equates to a range of $4 to $42 annual i...
	40. This small impact to customer bills results from the low customer consumption through efficient building design at Dockside Green, as well as Corix’s efforts to align capacity and capital costs with the buildout schedule and load demand by using t...
	(ix) No opposition from customers/interveners
	41. Prior to submitting this Application, Corix held a public consultation session for DGE customers to detailing topics such as the forecast capital expenditure and the proposed rates for 2019.25F
	42. Based on the buildout schedule at that time and consideration of the alternative capital expenditure to purchase two new high efficiency boilers, Corix’s estimated rate increase was higher than subsequently proposed in this Application.26F  While ...
	43. The lack of customer opposition throughout this public review process is further evidence that the proposals are just and reasonable.

	VI. Conclusion
	44. The information presented throughout this regulatory review supports the approval of Corix’s Application, as amended. The key points from this Final Argument are summarized below:
	a) The use of the TEC1 Assets at DGE is in the public interest as it aligns capacity and capital expenditure to the buildout schedule;
	b) The proposed alternatives are not in the public interest as they lead to high capital costs and deferral account deficits or no redundancy and reliability;
	c) The plan to lay-up the Cleaver-Brooks boiler is in the public interest as it a low-cost method that preserves the ability to provide reliability through redundancy at short notice;
	d) The proposal to retain the approved equity risk premium is just and reasonable considering the fate of the previous utility at Dockside Green and the relative risk to other district energy utilities.
	e) The O&M Markup is just and reasonable as it fairly compensates the utility for the service provided given the unique circumstances involving DGE paying interesting on the significant Negative RDDA balance and reduced rate base;
	f) A flow-through Variable Energy Charge provides price transparency and sends the appropriate price signals to customers;
	g) The proposal to recover the difference in revenue between interim and final rates is appropriate as it mitigates against customer confusion and incremental costs for immaterial amounts, while avoids unnecessarily burdening the RDDA with the recover...
	h) When combined, all the proposals would yield and overall small impact to the average customer bill; and
	i) Corix’s proposals received no opposition from stakeholders despite undergoing a detailed public review process with stakeholders receiving adequate notice of said process.

	45. All the proposals in this Application result in rates that are fair, just and reasonable for the service provided.
	Vancouver, BC
	August 28, 2019
	All of which is respectfully submitted.
	________________________________________
	Errol South
	Senior Financial Planning Analyst
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