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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 

 

 

  

2. 

  

   

 

3.  

 

   

  

4.  

 

  

 

 

II. GROSS PPE APPROPRIATELY REPRESENTS CAPITAL INVESTMENT 
 

Gross PPE has been accepted as a factor in the Massachusetts Formula 

5. BCOAPO has “…no concerns with the use of functional allocators for cost allocation…”3 and has “… 

no issues with factors factorially-driven Composite Allocators in principal”.4 BCOAPO also “…agree 

 
1 Exhibit B-1, Application, Section 2.2, pp. 6-7. 
2 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.” 
3 BCOAPO Final Argument, p. 4. 
4 BCOAPO Final Argument, pp. 4-5. 

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”).

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”).1 This Application seeks the approval of the 

methodology used  to  allocate  corporate  costs  incurred by CII in  the  provision  of service  to its 

subsidiaries.

Corix also requests 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.

Corix provides  this  reply submission  to  address  the  final  argument  submitted  by  the  BCOAPO2 on 

October  13,  2020. Topics  not  covered  in  this  submission  are  considered  to  have  been  addressed 

sufficiently in the Application, Corix’s responses to the two rounds of information requests and Corix’s 

final argument.
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with Corix that the composite allocator used for the methodology is consistent with the Massachusetts 

Formula: a widely used and accepted means of allocating costs in the utility industry.”5 

6. However, BCOAPO claims that “… what Corix is proposing is not, in fact, the Massachusetts Formula”6 

and then supports this claim by stating that the “…Massachusetts Formula uses capital investment as 

one of its factors instead of Gross PPE as proposed by Corix.”7  

7. Corix submits that BCOAPO’s claim is inaccurate and is not supported by the evidence in the 

proceeding. Gross Property, Plant and Equipment (“PPE”) is the cost of long-term assets that have 

been capitalized in a utility’s accounting books prior to the application of accumulated depreciation or 

contributions in aid of construction (“CIAC”). As Gross PPE is capitalized long-term assets, the use of 

Gross PPE is a valid and acceptable method of representing capital investment in the Massachusetts 

Formula. 

8. One example of acceptance of Gross PPE in the Massachusetts Formula was referred to in the 

Application. The US Federal Energy Regulatory Commission (“FERC”) Opinion 511, noted that one of 

the three ratios in the Massachusetts Formula is “the regulated utility subsidiary’s gross property, plant, 

and equipment to total corporate gross property, plant, and equipment.”8 This ratio is used by Corix as 

one of the three factors in the Composite Allocator.9 

9. The Application also referenced the approval of a form of the Massachusetts Formula by the Alberta 

Utilities Commission (“AUC”).10 This reference highlighted the AUC’s Decision 2012-272 for EPCOR 

Distribution & Transmission Inc. (“EPCOR”). On page 90 of the Decision, the AUC referred to a report 

prepared by consultants for EPCOR. The report stated that the multi-factor formula to allocate costs 

that cannot be directly charged and for which a cost causative factor cannot be identified is most 

commonly “… a three factor formula, with each factor equally weighted, and is generally referred to as 

the Massachusetts Formula…”11 The consulting report then states that: 

“the three components of the factor are representative of:  

- Plant  

- Revenues  

- Labor  

As there are no universal definitions for “Plant”, “Revenues”, and “Labor”, utilities 

have implemented the Massachusetts Formula using a variety of different measures 

 
5 BCOAPO Final Argument, pp. 4-5. 
6 BCOAPO Final Argument, p. 5. 
7 Ibid. 
8 Exhibit B-1, Application, Section 3.10, p. 26; FERC Docket No. IS08-390-002, Opinion 511 for SFPP, L.P., p. 39, para. 90. 
9 Exhibit B-1, Application, Section 3.2, Table 4, p. 14. 
10 Exhibit B-1, Application, Section 3.10, p. 26; AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc. 
11 AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc., p. 90, para. 421. 
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representative of the three components. For example, to represent labor some 

companies use payroll expense, while others use employee headcount. … Some of 

the more common measures used in Massachusetts Formula or Modified 

Massachusetts Formula implementations include: Assets: Net Plant is a common 

component of general allocators in the utility industry, especially when there are no 

significant non-regulated affiliates; also used are Total Assets and PP&E. Revenue: 

Total Revenue; Margin (Total Operating Revenues less Cost of Fuel/Gas); Number 

of Customers. Labor: Payroll; Headcount; O&M Expenses.”12 

10. The EPCOR proceeding contemplated a four-factor allocator that was an “an equal weighting of capital 

expenditures, assets, revenue and headcount” 13. The AUC found that the use of capital expenditure 

and assets placed a greater and disproportionate emphasis on investments in capital during the 

allocation process.14 The AUC also found that “…the inclusion of capital expenditures in the composite 

cost causation allocator reduces the predictability and stability of the allocator…”15 as capital 

expenditures vary from year to year. The AUC ultimately directed EPCOR to “remove capital 

expenditures as a component of the composite cost causation allocator for the purpose of allocating 

corporate services costs…”16. Instead of keeping capital expenditure, the AUC approved a cost 

allocation methodology for EPCOR that comprised of three factors: assets; revenue and headcount. 

Corix’s Composite Allocator is also comprised of assets, revenue and headcount. 

11. As evidenced in the EPCOR proceeding there is no universal definition for capital investment as one 

of the factors in the Massachusetts Formula. The evidence on the record shows that FERC has 

approved the use of Gross PPE to represent capital investment using the Massachusetts Formula.  

Net PPE is inappropriate considering Corix’s circumstances 

12. The consulting report referred to in the AUC Decision elaborated that Net Plant is commonly used to 

represent assets especially when there are “no significant non-regulated affiliates” and that “Total 

Assets and PP&E” as also used to represent the assets component.17 During the development of the 

Corporate Cost Allocation Methodology (“CAM”) Corix considered using Net PPE to represent capital 

investment. However, Net PPE was not selected for the following reasons. 

• It causes distortion in cost allocations between older utilities with depreciated assets and 

newer utilities with low accumulated depreciation.18 

 
12 AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc., p. 90, para. 421. 
13 AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc., p. 95, para. 439. 
14 Ibid. 
15 Ibid. 
16 AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc., p. 95, para. 440. 
17 AUC Decision 2012-272 for EPCOR Distribution & Transmission Inc., p. 91, para. 422. 
18 Exhibit B-2, Corix Response to BCUC IR No. 1, Question 4.2.1, pp. 7-8. 
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• Net PPE also distorts the cost allocation of Corix utilities where Corix owns the plant assets 

and provides infrastructure stewardship, but the assets were fully paid for through a CIAC. 

For these utilities the Net PPE is essentially zero. The use of Net PPE would result in the 

allocation of corporate costs to these utilities that does not reasonably reflect the resources 

used to provide corporate services to these utilities.19  

13. As stated in the Application, Corix’s portfolio comprises rate-regulated utilities, utilities governed by 

contracts and unregulated utilities.20 The presence of unregulated utilities in Corix’s portfolio further 

supports the use of Gross PPE, as opposed to Net PPE, as it is consistent with the statement from the 

consultant report, referenced in the AUC Decision. 

14. Corix’s use of Gross PPE to represent capital investment in the three-factor Composite Allocator is 

appropriate, as it has been approved by FERC and is a nondiscriminatory approach that removes the 

impact of depreciation and CIACs on the asset value when allocating costs. For the reasons above, 

Corix submits that the use of Gross PPE is just, reasonable and nondiscriminatory. 

 

 
III. SHIFTS OF COSTS BETWEEN UTILITIES AND CHANGE IN ALLOCATIONS FROM 2021 TO 

2022 

15. BCOAPO claims “…that the major impact of the proposed Cost Allocation Methodology is, overall, to 

shift corporate costs from its unregulated utilities to its BCUC-regulated ones.”21 BCOAPO also refers 

to the indicative increase from 2021 to 2022 and described it as “a startling increase of 32.6% occurring 

in a just one year.”22 Corix addresses both these points in this section due to their interrelated nature. 

 

Shifting of total indicative cost allocations for Corix’s BCUC-Regulated Utilities 

16. To support its claim regarding the shifting of corporate costs from Corix’s unregulated utilities to its 

BCUC-regulated utilities, BCOAPO presents a portion of Corix’s response to BCOAPO Information 

Request (“IR”) No. 2, question 3.1.23  However, a read of Corix’s response to BCOAPO IR No. 2, 

question 3.124 in its entirety would result in a more accurate understanding of the change in corporate 

cost allocations than that submitted by BCOAPO. 

17. In response to BCOAPO IR No. 2, question 3.1 Corix stated that “In the absence of known and 

measurable adjustments as described in the Application, the total indicative allocation to Corix’s 

 
19 Exhibit B-2, Corix Response to BCUC IR No. 1, Question 4.2.1, pp. 7-8. 
20 Exhibit B-1, Application, Section 2.1, p. 5. 
21 BCOAPO Final Argument, p. 5. 
22 Ibid. 
23 BCOAPO Final Argument, p. 6. 
24 Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, pp. 1-3. 
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BCUC-regulated utilities would be $803,925, $766,491, and $789,428 in 2020, 2021 and 2022 

respectively. These represent 1.65%, 1.61% and 1.60% of CII’s total indicative corporate costs for 

2020, 2021 and 2022 respectively.”25 The correct interpretation of this statement is that the total 

indicative allocation to Corix’s BCUC-regulated utilities would be $803,925, $766,491, and $789,428 

in 2020, 2021 and 2022 when using the Corporate CAM as proposed in Sections 3.1 to 3.4 of the 

Application, before the application of known and measurable changes proposed in Section 3.5 of the 

Application.  

18. The declining percentages in Corix’s response illustrate that, prior to the application of known and 

measurable changes, the proposed Corporate CAM results in an indicative decrease to the total 

corporate cost allocations to Corix’s BCUC-regulated utilities for each year from 1.65% in 2020 to 

1.60% in 2022. 

19. The reason for the increase in indicative cost allocations is due to the incorporation of a known and 

measurable change to account for a significant and major capital addition to Corix’s Burnaby Mountain 

District Energy Utility (“BMDEU”) in the form of a new central energy plant. Hypothetically, if there was 

no new central energy plant then the indicative corporate cost allocations would show a decrease to 

the portion of corporate costs allocated to Corix’s BCUC-regulated utilities for each year from 2020 to 

2022. Additional discussion on this topic is provided as part of a subsequent point in the subsection 

beginning with paragraph 23. 

Indicative corporate cost allocations should be reviewed on a utility basis 

20. BCOAPO treats CII’s utilities as one group of BCUC-regulated utilities and one group of unregulated 

utilities. This treatment ignores the fact that CII owns and operates utilities that are governed by 

contractual agreements and many utilities that are regulated by other provincial and state regulators 

within Canada and the United States.  

21. Furthermore, Corix’s 8 BCUC-regulated utilities are standalone utilities with separate customer bases 

and rates. When analyzing the impact of the proposals in the Application, it is inappropriate to group 

BCUC-regulated utilities into one group as the corporate costs are not allocated to these utilities as a 

group. Instead, CII’s corporate costs are allocated separately to each of these standalone utilities 

directly from CII, based on the proposed methodology. Therefore, the impacts should be considered 

at each utility level. 

22. BCOAPO’s statement about “a startling increase of 32.6% occurring in a just one year”26 from 2021 to 

2022 did not consider the impacts at each utility level. When viewed at each utility level, the evidence 

shows that seven of the eight BCUC-regulated utilities experience an indicative decrease in corporate 

 
25 Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, p. 1. 
26 BCOAPO Final Argument, p. 5. 
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cost allocations from 2021 to 2022.27 Furthermore, when compared to the allocations from 2019, six 

of the eight BCUC-regulated utilities experience an indicative decrease in corporate cost allocations 

by 2022.28 This data underscores the importance of reviewing the corporate cost allocation for each 

utility, instead of drawing conclusions from inappropriate groupings of utilities. 

Increase in total indicative corporate cost allocations driven by one utility 

23. The sole utility that experiences an indicative increase in corporate cost allocations from 2021 to 2022 

is the BMDEU, which includes Simon Fraser University (“SFU”) and the UniverCity neighbourhood 

(“UniverCity”) customer groups. The reason for the indicative increase in corporate cost allocations 

to the BMDEU is the application of known and measurable changes, consistent with that proposed in 

Section 3.5 of the Application, to account for the “…service commencement of the BMDEU’s new 

central energy plant in 2020.”29  

24. The BMDEU’s new central energy plant, which includes a biomass facility and natural gas boilers for 

peaking and backup,  was approved through BCUC Order C-5-17 and is scheduled to begin providing 

service to customers in 2020. SFU will be a new customer as the previous utility only provided service 

to UniverCity. As a result of this new central energy plant, the Gross PPE, Gross Revenue and 

Headcount inputs for the BMDEU in the Corporate CAM receive an adjustment for known and 

measurable changes of approximately: 

• $16.1M increase (approximately 200% increase), to existing Gross PPE for UniverCity from 

2020 through to 2022; 

• $542k increase in revenue and 2.2 FTE increase in headcount for UniverCity; 

• $24.1M addition to Gross PPE for SFU from 2020 through to 2022; and 

• $3.2M addition in revenue and 2.8 FTE increase in headcount for SFU.30 

25. As a result of the new central energy plant the total BMDEU Gross PPE would grow from approximately 

$8 million in 2019 to approximately $40 million upon completion of the plant. This significant increase 

of 500% in size also results in an indicative increase of $3.742 million in gross revenue and 5 additional 

headcount, the other two factors used to determine the Composite Allocator.31 

26. If this known and measurable change was not incorporated for this Approved Major Capital project, 

the indicative corporate cost allocations would exclude the impact of the new central energy plant. This 

 
27 Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, pp. 1-3. 
28 Ibid. 
29 Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, pp. 2-3. 
30 Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, pp. 2-3; BMDEU 2020-2023 Revenue Requirements and Rate 
Application, Exhibit B-1, Table 29, p. 58. 
31 Ibid. 
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would result in an unjust and unreasonable increase in corporate cost allocations for all other Corix 

utilities paired with a reduced corporate cost allocation for BMDEU. 

27. To reiterate, the indicative increase in the total corporate cost allocations to Corix’s BCUC-regulated 

utilities is not due to the change in methodology resulting in a shifting of costs to Corix’s BCUC-

Regulated utilities. It is driven by increases to one utility, the BMDEU and its major expansion, which 

has a new central energy plant that will result in known and measurable changes to each factors of 

the composite.  

28. As the evidence shows, the indicative increase is a function of a fair and just corporate cost allocation 

methodology that is appropriately taking into consideration a significant capital addition at one of 

Corix’s BCUC-regulated utilities. Therefore, it is reasonable for the indicative BMDEU allocations to 

experience such an increase in 2021 and 2022, which in turn would lead to an indicative increase in 

the total for Corix’s BCUC-regulated utilities. 

  

IV. RATE IMPACTS ARE INDEPENDENT OF THE PROPOSED METHODOLOGY 
 
 

Use of a Gross PPE driver 

29. BCOAPO notes: “… for Corix’s cost of service regulated utilities, the use of a Gross PPE driver means 

that Gross PPE spending increases rates by increasing rate base, and again by increasing the 

corporate cost allocation to these utilities.”32  

30. Corix notes that, in a similar manner to BCOAPO’s statement above regarding Gross PPE, capital 

expenditure for cost of service regulated utilities increases rates by increasing rate base and again by 

increasing the annual depreciation expense. Yet despite this impact to both rate base and annual 

expenses, this treatment of capital expenditures is one of the fundamental aspects of the determination 

of a fair, just and reasonable revenue requirement for cost of service regulated utilities.  

31. In Section II of this Reply Argument, Corix has referred to evidence justifying the use of Gross PPE as 

one of the three factors that make up the composite allocator. This approach has been accepted 

throughout the industry and as a result, Corix considers BCOAPO’s statement to be cursory in nature. 

32. Furthermore, the preceding BCOAPO statement neglects to highlight that Gross PPE spending 

increases rate base and corporate cost allocations for all Corix utilities, regardless of their method of 

cost recovery (cost of service or otherwise). The fact that the proposed methodology allocates costs 

 
32 BCOAPO Final Argument, p. 7. 
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to utilities in a manner that is indifferent to the method of cost recovery for each utility highlights the 

nondiscriminatory nature of the proposed corporate cost allocation methodology. 

Utility Rate Impact 

33. BCOAPO states that: “Corix has chosen to advocate for an allocation model that it has said renders it 

impossible to show the impact on rates of its allocation proposal for those utilities currently operating 

under cost of service regulation (DGE, BMDEU and UBC NDES).”33  

34. The above statement fails to acknowledge that the corporate cost allocation methodology is a separate 

calculation from a revenue requirement calculation, which is also separate from the determination of 

customer rates. Certain considerations during calculation of customer rates, for example rate shock, 

is not required during the calculation of costs, for example a capital project. In the same manner, 

consideration for customer rate or bill impacts is not necessary in order to determine if a methodology 

fairly allocates corporate costs.  

35. As CII owns and operates 1,370 utilities across North America, CII’s corporate costs are allocated 

using an allocation model that is independent from the methodology used to calculate each utility’s 

customer rates. In essence, the output of the corporate cost allocation methodology is the corporate 

cost allocation, which is one of many inputs into a utility’s revenue requirement used to calculate 

customer rates. This is evidenced by the current BMDEU 2020-2023 Revenue Requirement and Rates 

Application which includes the corporate cost allocation based on the methodology proposed in this 

Application, as well as numerous other costs associated with the impact of the new central energy 

plant.34,35  

36. BCOAPO further submits that: “… without knowing the impacts of the proposed Cost Allocation 

Methodology on all customers and customer classes, it is impossible for this Panel to find that the 

rates affected by this proposal will not be unjust, unreasonable, or unduly discriminatory under sections 

59 and 60 of the UCA.”36 

37. It should be reiterated that Corix is seeking approval of a methodology to allocate corporate costs and 

is not seeking approval of any customer rates at this time. The BCUC could approve Corix’s corporate 

CAM on the basis that it allocates costs in a manner that is just, reasonable and nondiscriminatory. 

This does not preclude customers or interveners challenging the final cost allocations in the revenue 

requirement and rate application based on the information presented at that time. 

 
33 BCOAPO Final Argument, p. 7. 
34 Exhibit B-5, Corix Response to BCUC IR No. 2, Question 12.2, p. 3.  
35 Corix BMDEU 2020-2023 Revenue Requirement and Rates Application, Exhibit B-1, Section 6.1.1, pp. 39-40.   
36 BCOAPO Final Argument, pp. 7-8. 
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38. Corix has provided the indicative corporate cost allocations for each of its BCUC-regulated utilities 

based on the proposed corporate CAM.37  The three utilities (DGE, BMDEU and UBC NDES) 

referenced by BCOAPO are all district energy utilities each with its own long-term deferral account. 

Due to the greenfield nature of the utilities and the early stage build-out of the total customer base, 

these long-term deferral accounts were approved in order to facilitate the levelization of customer rates 

over a specified time period. Customer rates for these utilities are set for multiple years at a time and 

take into account updated build-out schedules, revenue requirements, the size of the deferral account 

and associated financing costs and other factors.  

39. For example: 

• Through Order G-248-19 the BCUC approved annual rates for DGE for 2019, 2020, 2021, 

2022 and 2023. These rates can be found on page 16 of DGE’s publicly available tariff 

document. 

• Through Order G-84-15 the BCUC approved annual rates for UBC NDES for each year 

spanning from 2015 through to 2034. These rates can be found on page 16 of UBC NDES’ 

publicly available tariff document. 

• Corix’s proposed rates for 2020, 2021, 2022 and 2023 for the BMDEU customer groups are 

included in the BMDEU 2020-2023 Revenue Requirement and Rates application, which was 

filed with the BCUC on July 30, 2020. This application includes corporate cost allocations 

based on the methodology presented in this Application as an input in the BMDEU revenue 

requirements. 

40. Until a revenue requirement and rates application is filed, DGE and UBC NDES already have rates 

approved by the BCUC for the near future. 

41. Due to complex nature of developing levelized rates for utilities with a long-term deferral account Corix 

is unable to provide a reliable rate impact estimate based on the indicative corporate cost allocations. 

For example, Corix highlighted DGE’s positive (surplus) balance in its long-term deferral account, 

which was setup by the previous utility owner to reduce the impact of any rate increases in the near 

future.38 In addition, Corix provided responses to questions regarding the rate impact for UBC NDES 

in response to BCUC IR No. 2 questions 12.4.2 through to 12.4.3.1.39 

42. Any rate impact analysis provided in this proceeding based on indicative corporate cost allocations 

would be speculative and could experience a material change by the time a subsequent revenue 

requirement and rate application is filed. This could occur: 

 
37 Exhibit B-1, Application, Section 4, Table 12, p. 28; Exhibit B-6, Corix Response to BCOAPO IR No. 2, Question 3.1, p. 2. 
38 Exhibit B-2, Corix Response to BCUC IR No. 1, Question 8.1, p. 15. 
39 Exhibit B-5, Corix Response to BCUC IR No. 2, Questions 12.4.2 to 12.4.3.1, pp. 6-7. 
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• as 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, Gross Revenue and Headcount associated with each of 

the utilities in CII’s portfolio;40 and 

• depending on updated build-out schedules, customer counts, consumption and the balance 

in the long-term deferral account.  

43. Under the circumstances where a utility’s rates are designed to recover its full cost of service on an 

annual basis, a customer rate impact analysis would prove to be less complicated and less speculative. 

This is the case for other utilities in BC, such as FortisBC Energy Inc. and Pacific Northern Gas Ltd., 

who have customer bases that can reasonably accommodate recovery of utility costs on an annual 

basis and do not have levelized rates. However, as Corix’s district energy utilities are relatively young, 

and have not experienced full customer build-out per the developers’ build-out schedules, these 

utilities are in a unique situation where the BCUC has found that reliance on a long-term deferral 

account is warranted.  

Consideration of rate impact is not consistent with the Massachusetts Formula 

44. Corporate costs are real costs that are being incurred in order to provide services to each subsidiary 

providing utility service to customers. The corporate CAM is inherently a methodology to produce an 

estimate of a reasonable allocation of shared corporate costs that are not directly assignable. 

Therefore, the basis of assessment should be a fair, just and reasonable cost allocation and should 

not be partial to the impact to customer rates. If performed, a consideration for customer bills and 

affordability during the design of the corporate CAM could result in a bias with a higher allocation to 

utilities with a higher chance of cost recovery. This would not be a fair, just and reasonable approach 

to cost allocation and is inconsistent with the Massachusetts Formula that is used throughout the 

industry. 

45. Therefore, the review of this application should focus on the details of the proposed methodology 

rather than any perceived benefit or detriment to utility customer rates. 

 BCUC approval of a methodology without customer rate impacts 

46. In the past the BCUC has approved methodologies for calculating specific costs that will ultimately be 

included in utility revenue requirements without the ability to determine the impact to each utility’s 

customer rates prior to the approval of the methodology. 

 
40 Exhibit B-1, Application, Section 4.0, p. 28. 
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47. One such instance is the BCUC Generic Cost of Capital (“GCOC”) Stage 1 and Stage 2 

Proceedings.41,42 The outcome of these 2 proceedings included BCUC’s advance approval of the 

following for small thermal energy utilities such as Corix’s district energy utilities: (i) a deemed capital 

structure; (ii) a methodology for calculating a deemed interest rate; and (iii) a methodology for 

calculating return on equity based on the benchmark utility plus an equity risk premium for each utility.43  

48. These methodologies and calculations determine annual interest expense, annual equity costs, and 

financing costs in the case of approved long-term deferral accounts. All these costs form part of each 

utility’s revenue requirement which is then used to calculate customer rates. However, in the GCOC 

Stage 1 proceeding decision, the Panel stated:  

“This Decision reiterates the principle articulated in the 2006 ROE Decision and 

the 2009 Decision, and argued by FBCU on pages 7 to 9 in its Final Submission, 

that the Commission does not consider the rate impacts of the revenue required 

to yield the fair return. However, by seeking an optimal capital structure and the 

opportunity cost of capital we are serving the needs of the customer.  

While this Commission Panel has not considered the rate impacts of the revenue 

required to yield the fair return per se, we are of the view that the capital structure 

of the utility should be set efficiently and, therefore, there is value in finding an 

optimal capital structure. Exhibit B1-42 provides comparative information on 

revenue requirements for FEI based on either a change in equity thickness or a 

change in ROE. The ICG submits that the Commission should reduce the ROE 

before reducing the capital structure of FEI. (ICG Final Submission, p. 4) In this 

regard, the Commission Panel finds the information on rate impacts as presented 

in Exhibit B1-42 useful.”44 

49. Exhibit B1-42 as referenced above provides an indicative revenue requirement impact. Corix has 

presented indicative revenue requirement impacts relative to 2019 corporate cost allocations in this 

proceeding.45  

50. The approach in this proceeding is similar to the GCOC Stage 1 proceeding. In addition, the BCUC 

has the authority to approve methodologies in an efficient manner without consideration of the final 

rate impact to customers. Corix submits that there is sufficient evidence on the record for the BCUC 

to make a determination on the proposals in the Application. 

 
41 GCOC Proceeding Stage 1 Decision, dated May 10, 2013 accompanying Order G-75-13. 
42 GCOC Proceeding Stage 2 Decision, dated March 25, 2014 accompanying Order G-47-14. 
43 Ibid. 
44 GCOC Proceeding Stage 1 Decision, dated May 10, 2013 accompanying Order G-75-13, p. 12. 
45 Exhibit B-2, Corix Response to BCOAPO IR No. 2, Question 3.1, pp. 1-3. 
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This Application promotes efficient regulation 

51. Corix filed this Application to increase regulatory efficiency and address the corporate cost allocation 

methodology used for all 8 of its BCUC-Regulated utilities through one application. The alternative 

would be to present the information contained in this Application in a separate rate application for each 

Corix utility regulated by the BCUC. The hearings for the rate applications would be longer and costlier 

due to the need to set rates and cost recovery without the benefit of a prior BCUC decision to 

streamline the regulatory process.46  

52. Section 37(1) of the Administrative Tribunals Act states that:  

“If 2 or more applications before the tribunal involve the same or similar 

questions, the tribunal may 

(a) combine the applications or any part of them, 

(b) hear the applications at the same time, 

(c) hear the applications one immediately after the other, or 

(d) stay one or more of the applications until after the determination of 

another one of them.” 

53. The BCUC’s Thermal Energy System Framework (“TES”) Guidelines outlines rate setting principles 

that applicants are required to consider when setting TES rates.47 Principle number 4 states that 

Stream B TES utilities should “use the least amount of regulatory oversight to protect the ratepayer 

(minimize the regulatory burden and costs on the utility, ratepayers and the Commission).”48 

54. This Application increases regulatory efficiency and minimizes the regulatory burden and costs on the 

utility, ratepayers and the BCUC. It is consistent with the approach mentioned in Section 37(1) of the 

Administrative Tribunals Act by using one application to address a cost allocation methodology that 

would result in the same or similar questions for up to 8 separate applications.  

55. For all of the reasons discussed above in Section IV, the customer rate impact for each utility is not 

required for the Panel to make a determination on the proposed corporate cost allocation methodology. 

 

V. REGIONAL COSTS ARE OUT OF SCOPE 

56. BCOAPO submits that “… when combined with other external costs, the Corporate Cost Methodology 

may give rise to unacceptable rate increases when “the bill comes due” and the revenue requirements 

are calculated. … As a result, BCOAPO submits that, to avoid exposing Corix’s ratepayers to the 

 
46 Exhibit B-2, Corix Response to BCUC IR No. 1, Question 3.2.1, pp. 4-5. 
47 BCUC TES Guidelines, Appendix A to Order G-27-15, Section 2.4.3, p. 22.  
48 Ibid. 
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unnecessary risk of deaths by a thousand cuts, we must deal with all cost sources to be allocated to 

their utilities when they can be defined.”49 

57. Corix provided a discussion regarding regional costs in the Application50 in an effort to promote 

transparency. However, regional costs are incurred at the regional level and are separate and distinct 

from corporate costs. Regional costs do not have the same drivers and are incurred for subset 

groupings of CII’s subsidiaries based on the corporate structure. As a result, Corix has no requests 

pertaining to regional cost allocations in this Application. 

58. Corix referred to the BMDEU 2020-2023 Revenue Requirement and Rates Application in response to 

BCUC IR No. 2, questions 12.2.2 and 12.3.51 A read of the relevant section in the BMDEU 2020-2023 

Revenue Requirement and Rates Application shows that “ESC’s regional services costs are 

associated with the daily management of Corix’s Canadian district energy utilities and include, but are 

not limited to salaries, office building rent, office building utilities expense, fleet vehicle expenses, travel 

and general office expenses.”52,53 The source and reason for these costs are distinctly different from 

cost incurred to provide corporate services to CII’s subsidiaries. These corporate services were 

presented in Section 3.1 of the Application and include, but is not limited to, corporate governance, 

strategic management, corporate finance, human resources management.  

59. Regional cost allocations are therefore outside the scope of this Application and should not be 

considered as a factor in the determination of whether the proposed corporate cost allocation 

methodology allocates corporate costs in a just, reasonable and nondiscriminatory manner.  

 

VI. CONCLUSION AND SUMMARY 

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

and 60 of the UCA on the basis that it fairly allocates corporate costs in a manner that is not unjust, 

unreasonable or unduly discriminatory. 

61. The methodology includes the use of a Composite Allocator, comprising of three factors with equal 

weightings that 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. Corix has demonstrated that 

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

is a widely accepted method for allocating costs in the utility industry in North America.54 

 
49 BCOAPO Final Argument, p. 8. 
50 Exhibit B-1, Application, Section 3.1, p. 12. 
51 Exhibit B-5, Corix Response to BCUC IR No. 2, Question 12.2.2, pp. 3-4; Question 12.3, p. 5. 
52 Corix BMDEU 2020-2023 Revenue Requirement and Rates Application, Exhibit B-1, Section 6.1.2, p. 40.   
53 ESC refers to Energy Services Canada. See Exhibit B-1, Application, Section 3.1, pp. 11-12. 
54 Exhibit B-1, Application, Section 3.10, p. 26; Exhibit B-2, Response to BCUC IR No. 1, Question 9.1, p. 16. 
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62. FERC, the AUC and the BCUC have all previously approved the use of an equally weighted three 

factor formula to allocate indirect corporate costs. Corix has provided evidence showing approvals by 

the BCUC for (i) FortisBC Energy Inc., (ii) FortisBC Inc., and (iii) Creative Energy.55 

63. The evidence shows that the use of Gross PPE to represent capital investment as one of the three 

factors has been accepted by FERC. Given Corix’s unique circumstances, Net PPE would not 

appropriately represent capital investment at Corix. 

64. The evidence shows that the increase in total indicative corporate cost allocation to Corix’s BCUC-

regulated utilities is driven by the application of known and measurable changes to account for the 

new central energy plant at the BMDEU and is not caused by a change in methodology. This is 

expected given the relative size of this new $40 million plant and it’s impact to BMDEU’s Gross PPE, 

Gross Revenue and Headcount, the allocation to the BMDEU. 

65. It is inappropriate to draw conclusions regarding the proposed cost allocation methodology based on 

the total indicative allocations to arbitrary groups of CII’s utilities. The proposed methodology allocates 

costs to each of Corix’s BCUC-regulated standalone utilities separately and not as a group. 

66. The proposed cost allocation methodology does not result in a potential cross subsidization of 

corporate costs as the rate setting methodology for the utilities is independent and unrelated to the 

corporate cost allocation methodology.56 

67. Consideration of customer rate impacts is inconsistent with the Massachusetts Formula and is not 

required to determine whether the proposed methodology allocates costs in a just, reasonable and 

nondiscriminatory manner. 

68. The GCOC proceedings led by the BCUC approved methodologies to calculate costs for revenue 

requirements without a customer rate impact analysis from all applicable utilities. 

69. Corix’s request for approval of one methodology applicable to all 8 Corix utilities regulated by the 

BCUC is consistent with efficient utility regulation, thereby minimizing administrative and regulatory 

costs to the BCUC, utilities and customers. This is consistent with Section 37(1) of the Administrative 

Tribunals Act and the BCUC’s TES Guidelines.   

70. The evidentiary record which includes the Application and two rounds of information requests provide 

a complete comprehensive record that addressed all matters raised in the proceeding. Of the five 

interveners registered in this proceeding only one intervener provided a final argument in opposition 

to the Application. This Reply Argument addresses all the reasons and position provided by BCOAPO 

for matters that it is opposed. BCOAPO’s position to oppose the Application is not supported by the 

 
55 Exhibit B-1, Application, Section 3.10, pp. 26-27. 
56 Exhibit B-5, Corix Response to BCUC IR No. 2, Question 12.7.1.1, pp. 9-10.  
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evidence. All of BCOAPO’s arguments to oppose the Application have been rebutted and the evidence 

shows that Corix’s requests are fair, just and reasonable and not unduly discriminatory. 

71. Considering all of the above, Corix submits that the requests in Section 1.3, on page 2, of Corix’s 

Application warrant approval by the BCUC. 

 

Langley, BC 

October 26, 2020 

     All of which is respectfully submitted. 

 

     ________________________________________ 

     Errol South 
     Senior Regulatory & Financial Analyst 
 


