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                                                       SEUL Levelized Rate Application 

 

 As I outlined in my request for intervener status, I represent the owners of Strata 2413, the Coach 
House and the Gate House in Shannon Estates. 

 

 Competitiveness 

  The City of Vancouver NES Policy regarding District Energy Systems specifically states that one of its 
goals is” to keep energy affordable in the long-term”. The 2015 SEFC Five- Year Review states that it 
“strives to maintain customer rates that are competitive with the long-term capital and operating cost of 
other options available to customers”. The current SEUL Application requests a variable rate component 
of $0.1295 per kWh and a fixed charge of $0.5528 per sq. ft. How does this rate application support 
these statements? Residents who reside in False Creek and at UBC and are customers of SEFC and CORIX 
NDES pay significantly less;  

  Current Variable rates at SEFC are $0.053111 per kWh, and at NDES/UBC are $0.0435 per kWh 

  Fixed rates in all three DES utilities are similar. 

 In addition, the current BC Hydro Tier 1 rate is $0.0935 per kWh. The SEUL customers would be better 
served by paying the BC Hydro rate which is 35 % lower that the proposed variable component rate. 
Also, there is no fixed component charge with BC Hydro. 

 Clearly the proposed SEUL rates are not competitive when compared to our closest DES supplied 
customers and these rates are hugely inconsistent with the stated COV NES Policy. Further, the 
proposed variable rate is 30% higher than the May 2016 Application which the Commission rejected 

  In my personal case, my 2800 sq. ft. townhouse at Shannon Estates will see, with the proposed SEUL 
rates, annual QMC invoices totaling almost $5,500. This is audacious, given that my 3200 sq. ft. single 
family home (sold in 2016) had annual costs for the same amount of services of less than $2,500. I 
estimate that had BC Hydro been the supplier of my energy at Shannon I would have ended up with an 
annual invoice amount of about $3,500.  

 

Inconsistencies and Clarifications 

  I wish to point out a number of inconsistencies and inaccuracies in the responses I received from SEUL. 

I was informed by QMC that the credit issued to me back in April 2017 resulting from the BCUC Decision 
G-190-17 that interest was calculated at 1.65 %. Why is it that SEUL is permitted to accrue interest in the 
RDA at its WACC, currently set at 5.65%?  Are the same corporate cash pools not being used in each 
instance? This seems inequitable. 



  Contrary to SEUL’s answer (Duffy IR 2 7.0) there is no strata, our strata council, in the Mansion. If a 
strata council exists it is managed exclusively by SEUL/Wall Financial personnel.  Wall Financial 
Corporation management personnel has told me that the Mansion is a private residence, with 6 rental 
apartments. The 6 rental tenants have no representation on any strata. These 6 rental units are 
managed by the property department of Wall. Use of the swimming pool and the fitness room in the 
Mansion’s basement are made available to the 58 condo unit owners of Phase One for a monthly fee. 
The Mansion swimming pool has been heated by DHW since January 2016, co-incident with the initial 
occupation of the units in Phase One. It was not until November 1st 2019 that the DHW supply was shut 
off for the first and only time, and remains shut off through the present time. This was despite 
numerous requests by strata EPS 2412 and EPS 2413 to shut off DHW to the pool over the prior winter 
month periods; all of these requests were ignored by SEUL/WFC. Significant costs were incurred through 
wasted energy losses prior to November 1st 2019.  

 SEUL has replied and indicated that a QMC meter was installed at the swimming pool in June 2018. I 
conclude that there were unreported revenues to SEUL for almost two- and one-half years prior to the 
installation of the meter. This revenue gap has not taken into account when SEUL answered my IR 2.9.0 
notwithstanding SEUL’s assertion that it is in compliance with Article 63 of the Utilities Act.  

  WFC undertook in writing that no charges associated with the corporate re-organization of June 2018 
would accrue to the ratepayers. Why then should $55,000 be allowed and charged to the ratepayers. 
This inflates the so-called write-off of the estimated losses $3.5 million. In addition, there was $12,000 
of costs associated with re-organization accounting charges made in 2019. These also inflate the 
operating losses. I understand that these amounts will be written off by SEUL. However, why were they 
ever allowed to be charged to SEUL? 

 SEUL states that I combined two units into one consolidated unit. This is not correct. My unit had been 
consolidated when I first saw it in February 2016, and long before my purchase of the unit on March 
31st 2016. 

 

My Customer Complaint 

 The customer complaint I raised was quite simple. It was not complex, it was SEUL/QMC’s mishandling 
of the initial complaint that caused complexity. There was a “60% zero error” in reading and interpreting 
the QMC daily consumption graph for my unit. The error amounted to about $200 annually which QMC 
ultimately credited to my account. Unfortunately, SEUL took the issue to outside experts and legal 
counsel, creating unnecessary work while incurring $13,000 of cost. Why should the ratepayers be held 
responsible for these charges? SEUL when asked (Duffy IR 2 5.3a) for clarity about this expenditure 
refused to disclose the information. Are the ratepayers not entitled to question unusual expenses 
charged by SEUL? It appears that SEUL has a free hand to charge expenses with no oversight. Is my 
complaint greatly different to a customer requesting the replacement of a faulty meter? In that 
instance, the $500 customer deposit is refunded in the event that the customer complaint is shown to 
be justified.  I believe that my complaint was justified and QMC continue to manually override my 
monthly DHW invoice due to the inherent zero error. If my complaint was not justified why then did 
QMC issue a credit to me and continue the procedure of manually overriding my monthly DHW charge? 



Had SEUL/QMC listened and taken the time to understand my complaint, when I first reported it in June 
2017, the wasted efforts and costs would have been avoided. 

 

Taxes 

 SEUL now agrees that the modelling of changes to the income tax rate is speculative. As we all know, 
“governments give and can take away”. This is the environment that all businesses operate in. It is most 
uncommon for any business to be able to adjust its rates to compensate for changes in government tax 
rates. These things are the “costs of doing business” and business cannot be immune to risk. The GCOC 
rates explicitly assumes this.  

 The proposed rate rider for changes in income tax rates has no merit should be rejected.  

GCOC Review 

   The commission when issuing Order G-190-17 in December 2017 stated ‘that a deferral account to 
capture annual deficits and surpluses may be amended by the Commission from time to-time”. Given 
the current economic conditions and the prevailing low intertest rate environment, is now the 
appropriate time for the Commission to review the parameters used in the GCOC? Circumstances have 
changed significantly since the GCOC was established back in 2014. Long-term Canada bonds are 
currently yielding 0.78% annually. The return on deemed equity at 9.5% and a deemed interest rate of 
4.55% seem out of touch in todays economic conditions. 

 

COVID-19 

  SEUL would have us believe that COVID -19 has influenced and reduced the demand for its energy 
services. I challenge this assertion. This assertion was part of the basis for the future forecast of demand 
by SEUL.  The COVID-19 lockdown did not occur until late March in British Columbia. As a result, people 
have moved to “in home working” and personal and business travel has been curtailed significantly. 
These changed circumstances and behaviour have increased the need for home energy services over the 
time period from April to the present timeframe. Given the changes that have occurred since March 
2020, one can assume that the forecast of demand used by SEUL is conservative, since it only used 
actual consumption data up to the commencement of COVID. Suffice to say that this forecast requires 
upward revision. 

 

 Economic Modelling Time Line 

 SEUL and SWCRA have been consistent in refusing to provide model information over the complete 
project life cycle. Back in December 2016, when the Shannon Ratepayers Group (SRG) initially requested 
access to the SWCRA model, the request was refused. It was only through the intervention of the BCUC 
that the model was made eventually available. However, the model supplied to the SRG at that time was 
limited to just 10 years. When access to the 30-year model was granted it became apparent that the 
rates in that application led to returns in the later years in excess of 60%. 



 Come forward 3 years to the present time and again SEUL limits its model to 10 years. SEUL argues that 
the BCUC Decision did not specify a timeframe. However, said Decision did not specify a limited 
timeframe of only 10 years. In fact, the IRR of a 10-year project timeframe is negative 12% (Duffy IR 
2.8.1). Anybody looking at this return would not complete this project. They would need to see the 
project economics over a longer timeframe before committing any capital. The SEUL project lifecycle, 
other than the control systems, runs for over 20 years, and there is still economic residual value in the 
assets at that time. 

 This leads me to conclude that any rate application for a set of assets such as SEUL requires an 
economic model that incorporates the full life cycle of the assets, and should be no less than 20 years 
and perhaps even longer. The NDES/UBC application took a 30-year timeline and the Commission 
ultimately set a levelized rate based on a 20-year forecast timeline. 

 

Vacancy and Future Forecast 

 The forecast used by SEUL in its model assumes a 30% vacancy across the development forever into the 
future. This when simply stated is, hugely conservative and self serving. The implication of this assertion 
is that the equivalent of 120 condo units (400 units approx. in total) will be vacant indefinitely.  What is 
the actual history of the of usage in Phase One that has been in existence for almost 5 years? To my 
knowledge there are essentially no unoccupied units in Phase One. The parkade is always close to full 
capacity and occupancy approaches almost 100% 

 This “30 % vacancy” number implies that the” other 70 % “are subsidizing the missing occupants and 
are over paying their utility costs by the equivalent 30 %. WFC knew full well the country of residence of 
the customers they sold units to.  WFC knew the risks involved with overseas owners. Why should” the 
70 % of ratepayers” carry all the risk of absent owners and allow WFC a perpetual annuity with virtually 
no risk! 

  The current forecast shows a revenue line somewhat consistent and similar to the revenue forecast of 
the original application made by SWCRA back in 2016. This, despite, the huge increase in the variable 
rates in the current application. This implies that the energy consumption forecast in the current 
application is in excess of 30% lower than the May 2016 forecast. This begs the question as to the 
accuracy of the current forecast. Is the current forecast overly conservative? Can the 30% vacancy 
assumption be truly believed? How many units are currently vacant? The “equivalent vacancy of 120 
units” cannot be correct; the demand forecast is grossly underestimated. 

  Moving closer to “100% occupancy” over a two-year time frame has a significant impact ($0.03 per kwh 
on the variable component) on the levelized rate calculation (Duffy IR2 8.1). My definition of “100%” 
occupancy allows for nominal absences for resident vacation time and other events. 

 

 Differentiation between Allowable Costs and Excluded Costs 

 There needs to be a SEUL policy that clearly establishes some differentiation between costs that are 
chargeable to the ratepayer base and other costs (excluded costs) that are not, and should be the sole 
responsibility of the utility. 



 We have already seen where SEUL has charged costs associated with the corporate re-organization of 
SETES into SEUL to the ratepayers. This was done despite a written undertaking that the ratepayers 
would not be impacted by this re-organization and a recognition that the corporate reorganization was 
being undertaken by the WFC for its sole benefit and it had no impact on the ratepayers. In addition, 
when customer complaints are shown to be valid and justified, that all charges associated with resolving 
such complaints be disallowed and not charged into the base.  Any charges that are shown to be the 
fault of the customer should be allowed. 

 

 Write-off of $3.5 million 

  Given that the utility was in start-up mode for almost 4 years one should not be surprised that there is 
an operating loss. However, the reported number of $3.5 million is quite surprising and given that there 
were no audited statements available to the ratepayers and no oversight how credible is this number? 

   

  To the extent that meters were installed at different times since 2016 in Phase One, QMC invoicing was 
somewhat delayed with DHW, that the Mansion swimming pool costs were not recognized as revenue 
for over 2.5 years and that WFC, the beneficial owner of the rental units, the Mansion and its rental 
apartments, and is also the owner of the SEUL,  has not disclosed any SEUL revenues for common area 
costs in its property, it is probable that the estimated accumulated operating loss by January 2012 is 
overstated. In addition, the corporate reorganization charge of $55,000 and the $13,000 charged against 
a customer complaint further inflate the reported operating losses.  Further, that the accumulated cash 
flow loss by January 2021 is forecast to be $1.8 and that the value of the carry forward operating losses 
will reduce taxes payable further. I suggest that, notwithstanding, the generous write-off of the stated 
$3.5 million operating loss, the net true value is more like $1.5 million; it is still significant. Had annual 
reports been made available to the customers we would have been better informed.  

 There are still a number of unanswered questions. When were the meters installed in the common area 
of the rental building and Mansion? When were the DHW charges for the rental units first collected? 

 

 Meter Service Fee 

  SEUL has not been able to substantiate its claim that customers wish to see a simpler invoice. By 
removing a single one line item and then burying the charge in the fixed levy that inflates annually is not 
in the interests of the ratepayers and leads to a lack of transparency. Further, the proposed change will 
result in different amounts based on unit size being imbedded in the fixed levy. This is not appropriate. 

 The monthly meter fee should be left as a fixed amount of $9.50 for every customer. 

 

 Financial Analysis 



 Based as the responses to a number of my (Duffy IR 2 8.0) questions, while leaving the fixed rate 
component as is in the model, and not having access to adjusting the operating costs for increased 
occupancy, I have concluded that  

1) A 20-year lifecycle analysis reduces the variable rate requirement by approximately $ 0.03 per 
kWh. The balance in the Deficiency/Surplus Deferral Account is in excess of $3.5 in year 20. 

2) By raising the” Vacancy assumption” over the initial two years to “essentially 100%” by year 3 
and keeping that rate in place for the 20-year project lifecycle the variable rate component is 
approximately reduced by a further $ 0.03 per kWh. The balance in the Deficiency/Surplus 
Deferral Account becomes almost $6.0 million by year 20. 

3)  The combination of leaving the income tax rate at the current rate of 27% and reducing the on-
going legal fees to $10,000 annually reduces the rate by another $ 0.01 per kWh. This adds a 
further $1 million I to the Deficiency/Surplus Deferral Account by year 20. I contend that the 
future legal fees will be closer to $10k than the $30k forecast by SEUL. This is a simple utility 
with annual revenues in the $1.2-1.5 million range over the next few years. Why does it need 
expensive legal fee payments when responding to customer concerns? If SEUL puts an 
appropriate policy in place to separate out costs that are charged into the rate base as opposed 
to costs should be borne exclusively by WFC and SETES, the need for legal fees will be 
diminished.  

4) Basing a future rate on only 10 years is inappropriate given the lifecycle of the SEUL equipment 
and the approval of the proposed USCMDA and the ECDA. Both of these deferral accounts if 
approved will reduce the SEUL risk profile to almost zero. In order to gain the full use of the 
assets and capture their economic value the levelized rate should be based on a 20-year 
timeline. 

5) In the current environment, allowing a utility to earn 9.5% return which is essentially risk-free 
given the proposed UMSD and Energy rate riders seems too lucrative. How do I, or any of the 
SEUL customers, get to participate in this attractive investment?  
 
Given the closed-loop operational nature of the heating cycle and the requirement to meet 
instantaneous demand from the customers I assume that any increase in operating costs as 
“occupancy” is increased will be minimal. In effect, there will be reduced venting of the 
equipment that is located on the roof of the rental building as occupancy rates increase. 

 

 Comment on Hearing Process from a ratepayers’ Perspective 

  This has been a long drawn out process over almost 5 years. The initial application was rejected; WFC 
did not wish to be identified at the beneficial owner of the utility, hence the application by SWCRA using 
outside consultants who were making their first application to the commission. There was limited 
information made available to the customers of Phase One in their “Disclosure Agreement” at the time 
of purchase of their property. WFC subsequently modified the Disclosure Agreement and clarified the 
information about the TES for Phase2/3 customers. WFC has made almost no effort to consult or 
communicate with their customers throughout the past 5 years. Further WFC has refused to allow 
customers access the financial statements. My last request for access to the financial statements was 
made in my letter to the Commission, dated April 24th 2019, when I concurrently agreed to the SEUL 



request for a 12-month delay in the filing of the current Application. The first indication of any financial 
information was the generous offer to write-off $3.5 million with the filing of the current Application. 
We have yet to see complete audited annual financial statements for any of the past 4 years. 

 SEUL has had a very poor record over the past 4 plus years. 

  In summary, the ratepayers have been left in the dark. A number of our questions go unanswered, or 
the responses are evasive, and we receive only partial and incomplete responses. To the average 
person, the whole process is difficult to understand. Further, if English is not your mother tongue, the 
process becomes even more difficult to comprehend; and if you are a non-resident owner, you are even 
further removed. The overall view of the SEUL customers as evidenced by the letters of interest lodged 
with this hearing is that the cost of the services provided are hugely expensive and are not even close to 
being competitive to other DES customers in the area. There is an overall sense of dismay as to how we 
have ended up in this situation, with a monopoly serving our energy needs at rates that do not come 
close to what other consumers are paying.  They ask why are the proposed rates 30% higher than the 
rates rejected by the Commission back in December 2017? 

SEUL/WFC Relationship 

 SEUL is a wholly owned subsidiary of Wall Financial Corporation which also owns rental 217 units that 
uses DES energy services. The revenues associated with these services are not done “at arms length” 
and SEUL has refused to disclose any data in this regard, under “the veil of privacy and confidentiality”. 
Surely this is inappropriate given the monopoly situation. The wall rental units are not a singular 
customer. These rental units represent almost 30% of SEUL’s revenue forecast; this is an intra-company 
transaction and the ratepayers get no insight. 

 Why is a developer allowed own a utility with a perpetual annuity stream? This issue needs to be 
addressed by the appropriate authority. There are a number of companies who have dedicated 
resources that manage the construction and operation DES type facilities and are versed in regulatory 
matters. Surely, the Shannon Estate ratepayers would have been better served had one of these 
companies been engaged from the outset. Further, the limited resources of the BCUC would have been 
better employed working on more substantial societal issues. 

 

Summary 

Unfortunately, this whole process has been arduous for everybody involved – customers, BCUC staff and 
the Applicant proponents. There has to be a better way for future DES systems. Hopefully, the 
authorities can learn from the experience and bring about change and improvements in the process. The 
Shannon rate payers have been burdened with excessive RDA charges, going back to 2016, resulting 
from the rejected Application and the lack of experience of the DYN personnel in dealing with regulatory 
inequitable filings. Why the ratepayers are expected to the pay the $316k accumulated in the RDA seems 
most. 

  The proposed rates outlined in this application are unduly expensive for the ratepayers and do not 
come close to being competitive to other consumers in our neighbourhood. They are in conflict with the 
stated NES Policy of the City of Vancouver. The SEUL customers are exposed to a monopoly and require 



proper protection under such circumstances. Where is the oversight for the ratepayers? What resources 
does the Commission have to review and analyze the annual financial statements of SEUL and many 
other DES operations? Based on the limited disclosure there is no apparent incentive for SEUL to 
minimize costs; everything is merely passed through to the ratepayer base. SEUL’s performance and its 
communication with customers customers has been very poor and the evidence presented is very weak. 

 The levelized rate methodology proposed by the BCUC is fair, but only if the SEUL uses the full 
economic lifecycle of the assets. Further, the BCUC needs to exercise its authority and review the 
parameters being used in the GCOC model and ensure that these reflect the current economic 
environment. Why has the BCUC not directed SEUL to use 4.0%, or some lower number given the 
current long-term costs of debt, as the cost of debt in its modelling? NDES/UBC were directed to use 
4.0% by the Commission. 

 The “30% vacancy “cannot be supported. As a result, the current demand and revenue forecast is 
understated. There is no evidence to support this assumption. A simple walk through the parkades 
would suggest that they are almost at full capacity. Future cost estimates are inflated somewhat 
arbitrarily and there is no incentive for SEUL to minimize its costs; all of this in an environment that has 
limited oversight and no checks and balances. In all likelihood overall costs may be overstated. SEUL 
requested, and I supported its request for an additional year in order to present its forecast. 
Unfortunately, the resultant forecast is unverifiable and to suggest that there is the “equivalent of 120 
vacant units” when simply put, is not credible!! 

 My calculations, using the SEUL model, and a 20-year lifecycle all full occupancy suggest that the 
variable rate could reduced to $0.062 per kWh and provide returns consistent with a 9.5% return on 
deemed equity, with a 4.0% debt interest rate. 

 The monthly metering fee should remain unchanged and be transparent to the customer. In addition, 
SEUL should be directed to release annual audited statements to its customers. Is transparency of a 
monopoly utility not a societal requirement in this day and age? There is a need for on-going oversight 
to ensure that the ratepayer is protected. 

 I urge the Commission to take the above comments into account, together will all the prior input going 
back to May of 2016 when it convenes to make its decision. 

 

 Thank you for affording mean the opportunity to provide the above input. 

 

Yours truly 

 

Gerard F Duffy P.Eng. 

 

  

  



  


