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I. INTRODUCTION 

1. On June 5, 2020, Corix Multi-Utility Services Inc. (“Corix”) submitted an application to the British 

Columbia Utilities Commission (“BCUC”) for approval under sections 59 and 60 of the Utilities 

Commission Act (“UCA”) of: 

i. A methodology for allocating corporate costs to its utility operations;  

ii. The creation of a deferral account for Corix to capture the costs associated with the regulatory 

review of this application; and 

iii. the subsequent allocation of the final balance in the regulatory cost deferral account, as per 

request number 2 above, to individual deferral accounts created for each of the utilities regulated 

by the BCUC, by using the Composite Allocator (“Application”). 

2. Corix also request that the Corporate Cost Allocation Model, the Corporate Cost Allocation Manual 

and confidential tables submitted with the Application remain confidential due to their commercially 

sensitive nature. These documents contain information regarding corporate structure and 

departmental budget information, the release of which could subject Corix to substantial harm and loss 

of competitive advantage resulting in agreements that are unfavorable for existing or future customers. 

3. The BCUC granted intervener status to: 

i. Simon Fraser University (“SFU”); 

ii. Panorama Subdivision Owners Association (“PSOA”); 

iii. British Columbia Old Age Pensioners’ Organization, Council of Senior Citizens’ Organizations 

of BC, Active Support Against Poverty, Disability Alliance BC, and Tenant Resource & Advisory 

Centre, known collectively in regulatory processes as “BCOAPO et al.” (“BCOAPO”); 

iv. Simon Fraser University Community Trust (“SFU Community Trust”); and 

v. FortisBC Energy Inc. and FortisBC Inc. (“Fortis”).  

4. The regulatory review process included two rounds of information requests. Information requests were 

received from BCUC, BCOAPO and PSOA. Corix’s responses to these information requests provide 

clarity and justification for the approvals sought by Corix in the Application. 

5. This submission briefly reviews the main aspects of the Application and addresses key topics from the 

Application and responses to information requests. Topics not covered in this submission are 

considered to have been addressed sufficiently in the Application or Corix’s responses to the 

information requests. 
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II. OVERVIEW 

6. Corix owns and operates energy, water and wastewater utilities throughout British Columbia. Its 

portfolio comprises rate-regulated utilities, utilities governed by contracts and unregulated utilities. 

Table 1 below, presented in the Application1, lists each of the eight Corix utilities regulated by the 

BCUC and provides an indication of the relatively small size of these utilities. These are small, 

standalone utilities, each with its own utility assets and rate structure. 

Table 1: Corix utilities regulated by the BCUC 

No. Utility No. of Customers at Dec 31, 2019 
1 Dockside Green Energy Utility (“DGE”) 7 customers (serving 341 units) 
2 Burnaby Mountain District Energy Utility (“BMDEU”) 11 customers (serving 1,053 units) 

3 Neighbourhood District Energy System (“NDES”) at the 
University of British Columbia (“UBC”) 8 customers (serving 1,176 units) 

4 Sun Rivers Gas 640 customers 
5 Sun Rivers Electric 935 customers 
6 Sonoma Pines Gas 496 customers 
7 Sonoma Pines Electric 498 customers 
8 Panorama Propane 240 customers 

7. Corix is a wholly-owned subsidiary of Corix Utilities Inc., which itself is a wholly-owned subsidiary of a 

privately held corporation, Corix Infrastructure Inc. (“CII”), owned by the British Columbia Investment 

Management Corporation. 

8. CII is a fully integrated, leading provider of utility infrastructure solutions, including energy, water, and 

wastewater utilities for small to medium-sized communities across North America. CII has 

approximately $2 billion in assets and 1,370 utility systems in operation across 20 U.S. states and 3 

Canadian provinces. Figure 1 in the Application shows the relationship between CII and each Corix 

utility regulated by the BCUC.2 This Application addresses the methodology by which indirect 

corporate costs incurred by CII are allocated to each of the business units in its portfolio. 

9. Over the past decade CII has evolved into a pure play utility business through organic growth, 

acquisitions and strategic divestments. Three key events have had a significant impact on CII’s overall 

portfolio during this time.3 The most notable event in recent times was the sale of Corix Water Products 

(“CWP”) in 2018. CWP was a distributor of products and equipment for waterworks, sewer and 

 
1 Exhibit B-1, Application, Section 2.1, Table 2, p. 5. 
2 Exhibit B-1, Application, Section 2.2, Figure 1, p. 6. 
3 Exhibit B-1, Application, Section 2.3, p. 7. 
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irrigation systems in competitive markets. CWP was a significant part of CII’s portfolio, accounting for 

approximately 52% of revenue and 56% of salaries in 2017, the last full year prior to the sale.4  

10. Following the sale of CWP, CII initiated a review of the operations and services within and between all 

of CII’s subsidiaries and their respective business units. This review following CII’s recent 

transformation into a pure play utility business is the driving factor behind the development of the 

proposed corporate cost allocation methodology. This methodology is intended to allocate indirect 

corporate costs to each of CII’s operating business units in a manner that is fair, just and reasonable. 

 

III. COST ALLOCATION METHODOLOGY 

11. Section 3 of the Application provides a thorough explanation of the corporate cost allocation 

methodology. This includes a flow diagram on page 25 of the Application which illustrates the corporate 

cost allocation methodology process.5 

12. In summary, the methodology allocates indirect corporate costs: 

i. Using functional allocators where the indirect costs can be allocated using an identified cost 

causation driver; or  

ii. Using a composite allocator where the indirect costs do not have a direct correlation with any 

one particular cost causation driver. 

13. The vast majority of CII’s indirect corporate costs do not have a direct correlation with any one 

particular cost causation driver and are allocated using a Composite Allocator. Business development 

costs are excluded from the CAM. 

The Composite Allocator 

14. The Composite Allocator comprises 3 equally weighted factors: (i) Gross Revenue (33.33% weighting); 

(ii) Gross Property, Plant & Equipment (“PPE”) (33.33% weighting); and (iii) Headcount (33.33% 

weighting). Section 3.3 of the Application provides a hypothetical example illustrating how the 

Composite Allocators are calculated.6 

15. A Composite Allocator was chosen to generally reflect the size, scope and complexity of each of the 

operating business units in the capital-intensive and labour-intensive nature of utility operations. 

16. Due to the constantly changing input figures, CII uses an annual reference point to determine the 

Functional Allocators and the Composite Allocators to be used to determine the corporate cost 

 
4 Exhibit B-1, Application, Section 2.3, p. 7. 
5 Exhibit B-1, Application, Section 3.9, Figure 5, p. 25. 
6 Exhibit B-1, Application, Section 3.3, pp. 15-17. 
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allocation forecast for the upcoming year. For all inputs, the reference point is June 30th of each year, 

with the gross revenue being the trailing twelve-month revenue to June 30th of each year. June 30th 

was chosen as the most appropriate date as it allows for the use of the most recent actual information 

without risking any delays to the budget process.7  

 
Known and Measurable Changes 

17. In unique circumstances, adjustments are made to the inputs for known and measurable changes that 

would otherwise result in a cost allocation that does not reflect cost causality. Corix performs 

adjustments to the inputs (gross PPE, gross revenue, and headcount) for the following situations: 

i. Bargain Acquisition Adjustment; 

ii. Asset Impairment Adjustment; and 

iii. Approved Major Capital Projects. 

18. Bargain acquisition adjustments are made to the gross PPE input for situations where utility assets 

are acquired for $1 or purchased for an amount significantly below the net book value of the assets.8 

This situation occurs occasionally, as is evidenced through the acquisition of the assets of Dockside 

Green Energy LLP, approved through BCUC Order G-166-18.9 

19. Asset impairment adjustments to gross PPE would be made in instances where assets have been 

written down for accounting impairment purposes. The assets would continue to be recognized at their 

historical gross PPE value for the calculation of the Composite Allocator, provided that such assets 

continue to be used and are useful in the provision of service to customers. One example of the 

application of this adjustment would be for Sonoma Pines Electric whose assets were written down for 

accounting impairment purposes in 2018.10 

20. Adjustments are made to include figures associated with approved major capital projects that are about 

to go into service after the June 30th cut-off date for inputs that year. It recognizes that the June 30th 

cut-off in the year for actual inputs to calculate the following year’s corporate cost allocation may omit 

impending known and measurable changes that were previously approved by regulators. This is 

because the six-month period from July 1st to December 31st does not get reflected in the following 

year’s cost allocations. Corix provided a detailed description of this adjustment on pages 19 and 20 in 

Section 3.5 of the Application. Without this adjustment the utility associated with the known and 

 
7 Exhibit B-1, Application, Section 3.4, p. 17. 
8 Exhibit B-1, Application, Section 3.5, p. 18.  
9 Ibid.  
10 Ibid.  
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measurable change may have an under-allocation of forecast corporate costs, resulting in an 

overallocation of forecast corporate costs to other business units in CII’s portfolio. 

 
IV. INDICATIVE CORPORATE COST ALLOCATIONS 

21. This Application does not request approval of forecast corporate cost allocation amounts to Corix’s 

BCUC-regulated utilities. However, Corix has provided indicative corporate cost allocations in Table 

12 of the Application11, with a breakdown of these figures by corporate service provided in Attachment 

1 to Corix’s response to PSOA Information Request Number 2.12 

22. The actual allocation percentages and corporate cost allocations to each utility will vary each year 

depending on the size of CII’s eligible corporate cost pool, the number of utilities in CII’s portfolio and 

the gross PPE, revenue and headcount associated with each of the utilities in CII’s portfolio. Any 

perceived trend showing corporate cost allocation increases in the indicative forecasts for specific 

utilities are caused by additions to gross PPE and revenue growth for those utilities. 

23. The indicative corporate cost allocations illustrate the reasonableness of the amount of costs allocated 

to each utility considering the relative size of each utility, based on gross PPE, gross revenue and 

employee headcount. The breakdown of the indicative corporate cost allocations illustrates the 

reasonableness of the amount of corporate costs allocated to each utility based on the corporate 

service being provided.  

24. Therefore, the approval of this application will not result in any changes to Corix’s customer rates at 

this time. Each of the Corix utilities would seek approval for recovery of the allocated corporate cost 

amounts in separate applications, following the BCUC’s decision on this Application. This approach 

whereby the corporate cost allocation methodology is approved prior to these rate applications 

increases regulatory efficiency by reducing the amount of information required for review in each 

respective revenue requirement and rate applications. 

 

V. APPROVAL IS WARRANTED 

25. The corporate cost allocation methodology should be approved by the BCUC pursuant to sections 59 

and 60 of the UCA for the reasons discussed below. 

Just, fair and reasonable estimate 

26. The provision of services by CII to multiple business units where possible results in benefits such as 

(i) increased efficiencies through economies of scale; and (ii) enhanced functionality and cost 

 
11 Exhibit B-1, Application, Section 4, Table 12, p. 28. 
12 Exhibit B-7, Corix Response to PSOA IR No. 2, Attachment 1. 
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effectiveness. Shared resource initiatives are a more efficient and cost-effective approach to provide 

these services relative to each business unit procuring these services on a standalone basis. Certain 

capabilities cannot be cost effectively provided by small utilities operating on a standalone basis. 

27. While this shared resource approach increases efficiency and enhances functionality, shared costs 

are incurred and need to be allocated to the business units receiving the service. 

28. A corporate cost allocation is inherently an estimate of a reasonable allocation of shared costs that 

are not directly assignable. These costs are incurred during the provision of service from CII to the 

business units within its portfolio. 

29. The methodology is just, fair and reasonable as it relies on functional allocators when a direct 

correlation with the identified allocators is present and otherwise a Composite Allocator is used to 

generally reflect the size, scope and complexity of each of the operating business units in the capital-

intensive and labour-intensive nature of utility operations. The three factors with equal weightings allow 

for a fair, just and reasonable allocation of costs in a transparent, sustainable and cost-effective 

manner. 

Consistent with the Massachusetts Formula 

30. The Composite Allocator is consistent with the purpose and use of the Massachusetts Formula, which 

is commonly utilized in the utility industry in North America.13 The Massachusetts Formula is a multi-

factor model based on gross revenue, capital investment, and direct labour of each affiliate utility to 

the total. 

31. The use of the Massachusetts Formula to allocate corporate or shared services costs is a widely used 

and accepted method for allocating costs in the utility industry in North America. The Massachusetts 

Formula has been used in the US by the Federal Energy Regulatory Commission (“FERC”) to allocate 

corporate overhead costs where the three factors are weighted equally.14 In Alberta the Alberta Utilities 

Commission (“AUC”) has also approved a form of the Massachusetts Formula for EPCOR Distribution 

& Transmission Inc. where the three factors are equally weighted.15 

BCUC has previously approved the Massachusetts Formula 

32. In addition to the FERC and the AUC, the BCUC has previously approved the use of the 

Massachusetts Formula to allocate corporate costs for (i) FortisBC Energy Inc., (ii) FortisBC Inc., and 

(iii) Creative Energy.16 

 
13 Exhibit B-1, Application, Section 3.10, p. 26; Exhibit B-2, Response to BCUC IR No. 1, Question 9.1, p. 16. 
14 Exhibit B-1, Application, Section 3.10, p. 26. 
15 Ibid. 
16 Exhibit B-1, Application, Section 3.10, pp. 26-27. 
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33. In the Decision for BCUC Order G-205-18 the Panel noted that “the Massachusetts Formula is in use 

in many utilities and is a valid methodology commonly used to allocate costs to outside projects or 

other entities.”17 

Indicative Allocations illustrate the fairness of the methodology 

34. The approval of this application will not result in any changes to customer rates. However, the 

indicative allocations presented in the Application and responses to information requests highlight the 

fairness of the methodology. As seen in the tables, the larger utilities are allocated larger amounts of 

corporate costs relative to the smaller utilities in a manner that reflects their relative size by gross PPE, 

gross revenue and headcount. In addition, the proposed adjustments ensure that unique 

circumstances do not lead to unfair, unjust or unreasonable allocations.18 

No cross subsidization 

35. Some of Corix’s utilities regulated by the BCUC do not have rates set based on their cost of service.19 

In response to BCUC information requests, Corix provided a response showing that the proposed cost 

allocation methodology does not result in a potential cross subsidization of corporate costs for these 

utilities borne by the ratepayers of utilities whose rates are established on a cost of service basis.20 

There is no cross subsidization as the rate setting methodology for the utilities is independent and 

unrelated to the corporate cost allocation methodology. 

Approval of this Application increases regulatory efficiency 

36. When a Corix utility submits a revenue requirement and rate application to the BCUC without an 

approved corporate cost allocation methodology, the hearing to set the rates for that utility would 

become longer and more costly to review given there is no prior approved corporate cost allocation 

methodology.  

37. Considering that the BCUC regulates 8 Corix utilities, some of which have rates set using a cost-of-

service approach, this could lead to a significant increase in regulatory costs which would be passed 

on to Corix ratepayers.  

38. This approach, whereby the 8 utilities share the regulatory costs for one application for approval of the 

corporate cost allocation methodology increases regulatory efficiency which ultimately benefits 

ratepayers. 

 

 
17 Exhibit B-1, Application, Section 3.10, p. 27; Decision for Order G-205-18 regarding the Creative Energy 2018-2022 Revenue 
Requirements Application, p. 37. 
18 Exhibit B-1, Application, Section 4, Table 12, p. 28; Exhibit B-7, Corix Response to PSOA IR No. 2, Attachment 1. 
19 Exhibit B-1, Application, Section 6, pp. 32-33. 
20 Exhibit B-5, Response to BCUC IR No. 2, Question 12.7.1.1, pp. 9-10.  
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VI. CONCLUSION 

39. Throughout the proceeding, Corix has provided the clarification and justification to support the BCUC 

approval of the requests in Section 1.3, on page 2, of Corix’s Application. Interveners have had two 

opportunities to request information. Corix submits that all information requests and concerns related 

to the approvals sought in this Application have been sufficiently addressed. The evidence shows that 

the requests are fair, just and reasonable. 

40. Considering all of the above, Corix submits that the requests in the Application warrant approval by 

the BCUC. 

 

Langley, BC 

September 28, 2020 

     All of which is respectfully submitted. 

      
     ________________________________________ 

     Errol South 
     Senior Regulatory & Financial Analyst 
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