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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA 

FINAL SUBMISSIONS 

Creative Energy Vancouver Platforms Inc. Application for Heating Rates for the Heating 

Thermal Energy System and Cooling Rates for the District Cooling System at the 

Vancouver House Development 

Project No. 1599048 

The Commercial Energy Consumers Association of BC (“CEC”) represents the interests of 

ratepayers consuming energy under commercial tariffs in applications before the BC Utilities 

Commission (“BCUC” or “Commission”).  

Creative Energy Vancouver Platforms Inc. (“Creative Energy” or “CE”) applies to the 

Commission for Heating Rates for the Heating Thermal Energy System (“Heating Rates”) and 

Cooling Rates (“Cooling Rates”) for the District Cooling System at the Vancouver House 

Development (“Vancouver House”). 

The CEC has participated in the BCUC review proceedings and provides the following 

submissions for the Commission’s review and consideration. 

I. SUMMARY POSITION 

1. The CEC recommends that the Commission approve the rates as filed for the District 

Heating Thermal Energy System (“Heating TES”) as provided in the Evidentiary 

Update.  

2. The CEC recommends that the Commission approve the rates as filed for the District 

Cooling System (“Cooling DCS”) as provided in the Evidentiary Update. 

3. The CEC recommends that the Commission explicitly recognize the issue of higher TES 

rates relative to BC Hydro and FortisBC in this proceeding, and continue to enable 

examination of these issues in future rate applications. 

4. The CEC submits that the Commission can do this by acknowledging this decision 

should not be seen as a precedent to be relied up in the future and leaving to future 

Commission panels whether or not less cost-effective energy services for utility 

customers should be enabled or discouraged.  

5. The CEC recommends that the Commission provide notice that future rate increases for 

the Heating TES and Cooling DCS should not result in significant increases and or rate 

shock for end-users following the period(s) for rate-setting established in this proceeding.   



 

{01959382;1}   

- 2 - 

II. SUBMISSIONS  

A. BACKGROUND  

6. By BCUC Order C-1-19, Creative Energy was granted a Certificate of Public 

Convenience and Necessity (“CPCN”) authorizing its final construction and operation of 

the Heating TES to serve the four buildings in Vancouver House, also known as the 

South Downtown Heating TES. 

7. By BCUC Order C-2-20, the Commission granted a CPCN for Creative Energy to 

acquire and operate the Cooling DCS being constructed to serve the four buildings in 

Vancouver House. 

8. Each of the projects has been successfully completed and is supplying heat/cooling, as 

applicable, to the customer(s) as intended in accordance with design specifications.  The 

projects were completed on schedule in accordance with the Developer’s construction 

timelines as such timelines were revised through the course of construction.1 

9. Creative Energy has already received approval for Interim rates for both projects and now 

applies for permanent rates for each.   

10. There are certain common elements in the Heating TES and the Cooling DCS as noted 

below: 

2 

                                                 
1 Creative Energy Final Argument page 3 

2 Exhibit B-5, page 7 
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11. The capital and development and overall cost of service of the Heating TES and Cooling 

DCS are separate and were largely reviewed on a stand-alone basis. 

12. Certain operating cost input assumptions were similar and reviewed together. 

13. The CEC will indicate where its views may be applicable to each or both TES utilities. 

B. LONG-TERM IMPLICATIONS FOR END-USERS AND BENCHMARK RATES 

FOR BOTH TES 

14. Creative Energy states in its Final Argument that: 

It is incumbent on Creative Energy to own, operate and maintain each system to 

provide safe and reliable service to the customers and to charge customers the 

rates for service approved by the Commission as just and reasonable. 

The customers of the two systems are the owners of the buildings served.  The 

materiality of ensuring cost-competitive rates for service was established at the 

point that the Owner/Developer decided how to heat and cool the buildings.  

Creative Energy was able to offer an attractive nature and quality of service at 

competitive rates and secured contracts with the Owner/Developer who decided 

how to heat or cool its buildings.  Creative Energy will operate the system in an 

optimal manner to serve customer demand. 

Each utility currently serves the same two customers – (1) the Strata Corporation 

in control of the residential tower, and (2) the owner of the Vancouver House 

Development in control of the other 3 buildings.  

Creative Energy communicated its indicative cost of service, proposed rate design 

and indicative rates with the Owner/ Developer – future customer – at the time 

that it was in control of all four buildings at the Development (that is, prior to the 

assignment of the CSA to the Strata corporation).  The customer expressed no 

concerns.  All billing elements are transparent to, understandable and verifiable 

by the customers.3 

15. Creative Energy also states:  

The customers of the Heating TES and Cooling DCS understand and accept the 

rate design as set forth on an indicative basis during the CPCN applications for 

each system and as now implemented under the interim approvals in effect. The 

customers have not expressed any concern to Creative Energy about the level of 

rates or the manner in which costs are recovered, nor did they raise any concern to 

the Commission in this proceeding.4 

                                                 
3 Creative Energy Final Argument page 4 

4 Creative Energy Final Argument page 14 
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16. The CEC does not agree with Creative Energy’s characterization of its “customers”, nor 

with the point at which the “materiality of ensuring cost-competitive rates was 

established”. 

17. The “Owner/Developer” to which Creative Energy refers is its own parent company 

which potentially stands to benefit in terms of larger dollar value returns based on a 

higher rate base from its TES. 

18. Creative Energy’s argument appears to be based on the premise that because there may 

be competition in the real estate space market in Vancouver, either: 

a. what occurs beyond the utility/Owner Developer relationship is not relevant to 

Commission determinations; or 

b. it should be assumed that the Owner/Developer “customer” would not agree to 

rates that would be excessive in order to remain competitive in their real estate 

space market.  

19. The CEC submits that this is incorrect on both counts.   

End User Pays the Rates with Limited Recourse 

20. With regard to item (a), the fact is that the end-user will ultimately pay for the costs of 

the development and may have limited understanding of their overall costs.  Creative 

Energy’s Final Argument speaks to the distinction between end-users and building 

owners’ understanding: 

“The customers of the Heating TES and Cooling DCS (being building owners) are 

certainly capable of understanding a rate structure with rates that begin high and 

decline over time, but that is not to say the customers would prefer such a rate 

structure.  They might accept such rate structure but only begrudgingly. Creative 

Energy considers that it would not seek to describe a higher initial rate as a 

benefit within the context of a building developer/future customer evaluating its 

options for procuring an economic and competitive option for heating and cooling 

a building/development.  In general, such would also not accord with the 

Bonbright principle of customer understanding and acceptance of the rates.”5 

21. In the CEC’s view, the insertion of an “Owner/Developer” – directly related to the utility 

- between the utility and its end-user does not negate the relevance of the overall rates 

paid by the end–user ratepayer.  

22. The CEC submits that the impact of energy rates on consumers is well within the 

Commission’s broad jurisdiction and should be heavily weighted in the Commission’s 

determinations. 

                                                 
5 Creative Energy Final Argument page 17 
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23. The CEC notes that the energy is not “used” by the Owner/Developer in producing goods 

or materials, but is directly passed on to ratepayers as a heating or cooling rate.  

24. Additionally, the CEC submits that the relationship between the Owner/Developer and 

the utility should also be considered.  It is the CEC’s understanding that the two 

companies do not operate at arms’ length, and the CEC submits that there is little 

incentive for the Owner/Developer to exert any pressure on Creative Energy to minimize 

costs in their negotiations.  

Owner/Developer is Incented to Permit High Energy Costs for End User 

25. With regard to item (b) above, the CEC submits that there is virtually no incentive for the 

Owner/Developer to control costs in providing energy to its real estate space.  The CEC 

submits that real estate purchase decisions cover many other significant considerations 

aspects such as location, floor size, amenities, property taxes, strata fees and overall 

price.  

26. The CEC submits that because energy may be a small aspect of significantly larger 

decisions does not diminish the importance of managing the rates to an appropriate level 

any more than it does for any other monopoly utility. 

27. The CEC submits that the Owner/Developer should not be considered as an independent 

“customer” and should place little weight on Creative Energy’s assertion that this is the 

point where materiality of cost-competitive rates is made.  

28. In addition, the CEC notes that Creative Energy’s parent company “Westbank” is a major 

developer in the small Vancouver-area market, and as such may exercise considerable 

sway in the marketplace, which potential should not be disregarded by the Commission.   

29. The CEC submits that continual development of multiple overly-costly Thermal Energy 

Systems for individual or small group “customers” will ultimately result in excessive 

rates paid by end-users who have few options to demand alternative, cost-effective rates.  

30. The CEC submits that the BCUC has significant breadth of jurisdiction which includes 

the ability to examine the larger picture of utility and rates management in the province in 

its determination of the public interest. 

31. The CEC submits that the BCUC should consider and weigh heavily the effects of 

continued development of “small-scale” Thermal Energy Systems on ratepayers, 

particularly when they are developed by a single company with an Owner/Developer that 

stands to gain from higher rates. 

32. The CEC submits that the current approach of evaluating each individual Thermal Energy 

System without context on a standalone basis may be inconsistent with preserving the 

public interest and potential economies of scale and economic value foundation of utility 

service. 
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33. The CEC submits that the Commission could, in this proceeding, appropriately make 

explicit recognition of the long-term rate impacts that could occur for ratepayers as a 

result of multiple TES proliferating with high cost.  

34. The CEC submits that it could be appropriate for the Commission to review its theory of 

competition currently underpinning the guidelines of Stream B Thermal Energy Systems 

at some time in the future and ensure that this proceeding is not used as a precedent for 

enabling higher cost of service energy for end-customers.  

Relevance of Benchmark Rates 

35. The CEC notes that Creative Energy’s proposed Heating Rates are significantly higher 

than those available to ratepayers through either FortisBC or BC Hydro, as shown later in 

these submissions under Heating TES Benchmark to Other Rates. 

36. Creative Energy submits that: 

““comparisons to other utilities” rates (as opposed to component costs of revenue 

requirement) – as have been reviewed in this proceeding are not useful when 

assessing whether the proposed rates are just and reasonable.  Creative Energy 

stresses that these sorts of comparisons are of no value in setting a utility’s cost of 

service rates for the nature and quality of services provided.” 

37. They go on to cite Commission Order and Decision G-36-21 at page 27, which relates to 

Shannon Estates Utility Ltd. (“SEUL”): 

“The Panel agrees with SEUL that it is not appropriate to compare rates necessary 

for SEUL to recover its COS to other utilities’ rates.  SEUL is a unique utility 

with a relatively fixed load, and its services are distinct from the energy services 

provided by other utilities, such as SEFC and BC Hydro.  This lack of 

comparability is evident in the insufficiency of the current rates pegged to SEFC’s 

rates and the resulting significant accumulated balance in the 2017 RDDA.  The 

$3.5 million estimated balance of the 2017 RDDA demonstrates that SEFC is not 

a comparable utility.  

With respect to Duffy’s comment that SEUL’s proposal is inconsistent with the 

City of Vancouver goal for DES to “keep energy affordable in the long-term”, it 

is not within the BCUC’s jurisdiction to determine whether SEUL’s utility system 

is consistent with the City of Vancouver’s goals or requirements.  As discussed 

previously, it is within the BCUC’s jurisdiction to review and grant approval of 

CPCN projects, and to approve rates that allow SEUL a reasonable opportunity to 

recover its prudently incurred costs and to earn a fair return.  To appropriately 

apply COS regulation, the Panel must first determine SEUL’s total Revenue 

Requirement as set out in Section 3 above.  SEUL’s Revenue Requirement 

reflects the total amount of revenue that must be collected in appropriately 

designed rates.”6 

                                                 
6 BCUC Decision G-36-21 page 27 



 

{01959382;1}   

- 7 - 

38. The CEC notes that SEUL’s rates were initially pegged to those of the City of 

Vancouver’s Southeast False Creek Neighbourhood Energy Utility and included writing 

off $3.5 million in an effort to mitigate the severity of its requested rate increase, which 

was ultimately in the order of 57%.7 

39. The CEC submits that it would be appropriate for the Commission to take note of the rate 

impacts occurring to ratepayers as a result of small scale Thermal Energy Systems and to 

consider the impact of having multiple costly TES relative to more cost-effective options 

such as BC Hydro and FortisBC. 

40. The CEC notes that Creative Energy may be considered as a substantially different entity 

than SEUL.  SEUL is a wholly-owned subsidiary of the Wall Financial Corporation and 

is a single purpose corporation established to own and operate Shannon Estates Thermal 

Energy System whereas Creative Energy operates multiple District Energy systems 

throughout the region.  

41. The CEC recommends that the Commission continue to keep the issue of Benchmark 

rates alive in each application for Thermal Energy System rates, and provide ongoing 

scrutiny of the issue.  This is also important because the future control of affordability of 

energy services through conservation and efficiency raises the rates to these customers 

and could therefore discouraged. 

C. DISTRICT HEATING THERMAL ENERGY SYSTEM 

Requested Approvals  

42. Creative Energy applies for permanent rates to recover the costs of constructing and 

operating its Heating TES which serves the four buildings in Vancouver House. 

43. Creative Energy provides a Summary of Requested Approvals for its Heating TES in 

Section 1.2 of its Final Argument.  These include: 

 The Levelized Capacity Charge rate design and the charges per kilowatt (kW) of 

design peak heating demand established upon that basis as set forth in Appendix C of 

the Evidentiary Update for the periods 2020, 2021, 2022 and 2023; 

 The Variable Charge rate design and the determination of the variable charges as set 

forth in Appendix C of the Evidentiary Update; namely, a variable Charge per 

megawatt hour (MWh) for all megawatt hours supplied during a month and calculated 

each month equal to total monthly fuel costs of the Heating TES for natural gas and 

electricity (in $) divided by the total metered energy supplied by the Heating TES to 

the customers during the month (in MWh); 

 The Customer Service Agreement at Appendix D of the Evidentiary Update; and 

                                                 
7 BCUC Decision G-36-21 page i 
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 The Regulatory Cost Deferral Account (“RCVDA”) as described in section 4.4 of the 

Evidentiary Update. 

44. Creative Energy anticipates an extension to the Heating TES to serve a fifth building, at 

889 Pacific Street.  The extension consists of an energy transfer station and distribution 

piping in the 700 and 800 blocks of Pacific Street,8 and Creative Energy has applied for a 

CPCN for the anticipated extension.   

45. The Heating Permanent Rates Application excludes all costs associated with providing 

service to the 889 Pacific Street site,9 which the CEC submits is appropriate. 

46. The CPCN application for the extension is being considered separately by a Commission 

Panel established for that purpose, and a decision into the granting of a CPCN for the 

extension is pending.10 

47. Creative Energy also anticipates moving a temporary boiler plant of the Heating TES to a 

permanent location or change to heating resource by 2023.11  A separate application will 

be submitted for a CPCN to relocate the temporary boiler plant once the plans are further 

developed.12 

48. The CEC finds this approach to be appropriate as well.  

Heating Capital and Development Costs 

49. The Heating TES was constructed by Creative Energy.13 

50. The total capital and development costs to be recovered through the applied-for rates are 

$3,758,882 as presented in Table 2, page 8, of Exhibit B-5.14 

                                                 
8 Creative Energy Final Argument, page 5 

9 Exhibit B-16, BCUC 3.68.1 

10 Creative Energy Final Arguments page 5 

11 Creative Energy Final Argument page 5 

12 Exhibit B-5, page 4 

13 Creative Energy Final Argument page 4 

14 Creative Energy Final Argument page 4 
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15 

51. The CEC notes that the Capital and Development costs are significantly higher than those 

applied for in Creative Energy’s CPCN application of $3,508,000,16 which was largely 

the result of a change in reporting of AFUDC. 

17 

                                                 
15 Exhibit B-5, page 8 

16 Creative Energy also developed a Stream A Application which indicated significantly lower costs identified as 

reported in the Phase 1 and Phase 3 Cost Reports of the Final Cost Report. 

17 Exhibit B-5,  Appendix A, Final Cost Report page 12 Table 5 
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52. As acknowledged in BCOAPO IR 3.9.1, the indicative amount reported in the CPCN 

application did not correctly report the full extent of the costs.18  The difference in the 

reported costs of the Heating TES is mainly explained by the effect of attributing 

AFUDC for the purpose of regulatory rate setting as a component of total actual costs.19 

20 

53. In its Final Argument Creative Energy states:  

“…the total cost of the heating TES is well within the range of forecast costs 

reported in the CPCN Application for the Project.  The CPCN Application 

reported a forecast project cost of $3,508,000 at an AACE Class 3 estimate 

accuracy of -5%/+30% as is typical for a forecast for purposes of a CPCN 

application per the Commission’s CPCN Guidelines.  Accordingly, at the time of 

filing the CPCN application for the project costs were forecast to be between 

$2,981,800 and $4,560,400.  The final costs of $3,758,882 are well within the 

range of costs upon which the CPCN was granted.”21 

54. Creative Energy discusses the comparison of the actual costs of the Heating TES and 

various pre-development cost estimates with respect to the issue of prudency at pages 12-

13 of its Final Argument.  

55. The CEC has examined the record and does not find evidence of grievous 

mismanagement or material concerns.  The CEC notes the omission of various pre-

development costs in the initial Stream A application, and the omission of AFUDC in the 

CPCN application, but agrees with Creative Energy that the omission does not constitute 

mismanagement at the threshold required for a prudency review.  

56. The CEC recommends that the Commission approve the Capital and Development costs 

as outlined in the Evidentiary Update. 

Revenue Requirement  

57. Creative Energy provides the following Annual Revenue Requirements for its Heating 

TES in 2020 through to 2023. 

                                                 
18 Exhibit B-18, BCOAPO IR 3.9.1 

19 Exhibit B-18, BCOAPO IR 3.9.1 

20 Exhibit B-5,  Appendix A, Final Cost Report Table 2 

21 Creative Energy Final Argument page 12 
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22 

58. Creative Energy has responded to multiple information requests regarding the calculation 

of the above costs.  

59. The CEC notes that the costs for Depreciation, Income Tax, Interest and Return on 

Equity are not mainly within Creative Energy’s control.  

60. Creative Energy provides a summary of the Operations and Maintenance cost calculation 

basis in its Evidentiary Update.  

23 

                                                 
22 Exhibit B-5, Evidentiary Update page 11 

23 Exhibit B-5, page 8 
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61. The CEC has reviewed the evidence with respect to the Operations and Maintenance line 

items included in the Annual Revenue Requirements and does not find any area of 

significant concern.  

62. The CEC notes that there is little opportunity for Creative Energy to negotiate insurance 

premiums, and uses a reputable insurance broker to find the best rates.24 

63. The CEC submits that Annual Revenue Requirements are reasonably costed and 

recommends that the Commission finds the costs to be acceptable.  

64. In BCOAPO IR 3.10.1, Creative Energy argues that any form of cap on capital and 

development costs would not align with how its thermal energy systems are designed and 

delivered.25 

65. The CEC submits that the utility is entitled to recover its prudently incurred costs and its 

approved return on equity, and the CEC supports these principles. 

66. The CEC has therefore recommended approval of rates as filed by the Applicant. 

Rate Design 

67. FEI proposes to recover its costs through a variable charge and a levelized fixed capacity 

charge. 

68. The Fixed Capacity charge will recover capital and development costs that do not vary 

with energy consumption, and the variable charge would be equal to fuel costs of26 the 

Heating TES for natural gas and electricity divided by the total metered energy supplied 

to customers during the month.  

69. Creative Energy will bill the Developer and the Strata Corporation solely and directly, 

and those entities will determine how their costs for heating will be passed through to 

tenants and strata unit owners.27 

VARIABLE CHARGE 

70. Variable fuel costs comprise: 

a. natural gas costs, which will be determined directly as the invoice for service 

under FortisBC Rate 5 for General Firm Service, and  

                                                 
24 Exhibit B-16, BCUC 3.74.2 

25 Exhibit B-18, BCOAPO 2.10.1 

26 Exhibit B-5, Evidentiary Update page 2 

27 Exhibit B-1, page 3 
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b. electricity costs, which will be determined directly as the invoice for service 

under BC Hydro Medium General Service Rate.28 

71. The CEC is satisfied with the proposed calculation of the variable charge and submits it 

is an appropriate cost for a variable rate. 

LEVELIZED CAPACITY CHARGE 

72. Creative Energy provides the following Proposed Levelized Capacity Charge and 

includes information relative to its expected Cost of Service rates. 

29 

73. The CEC notes that the Cost of Service is not fully recovered in any of the four years 

identified, and the balance is proposed to be added to the Revenue Deficiency Deferral 

Account (RDDA) discussed later in these submissions. 

74. In its Final Argument Creative Energy argues that the proposed rate design fairly 

allocates costs to customers.30 

75. They state: 

“The fixed capacity charge will recover capital and development costs and those 

operating costs that do vary with energy consumption. The capacity charges are 

established on the basis of the total design peak demand for heating and cooling 

of each building, respectively; a $ per unit of kW capacity as it were. 

 Total design peak heating and cooling demand are the main drivers of the 

fixed costs of the systems. Correspondingly, the billing determinants to 

allocate those capital and operating costs to each building are the total design 

demands in kW of each building in the Vancouver House Development. 

                                                 
28 Exhibit B-5, page 10 

29 Exhibit B-5, Evidentiary Update page 12 

30 Creative Energy Final Argument page 14 
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 The fixed structure of the capacity charge thereby fairly and reasonably aligns 

with a cost causation rate setting principle under which rates ought to recover 

costs in a manner consistent with the factors that cause those costs; that is, in 

this case, with respect to costs that are not expected to vary with energy 

consumption.”31 

76. Creative Energy provides the Capacity Charge billing determinants at page 9 of its 

Application.32 

77. The CEC agrees that total design peak demands for heating and cooling in kW for each 

building is a reasonable methodology in that it generally allocates costs according to cost 

causation principles.  

78. With respect to recovering “forecast” operating costs rather than actual costs through the 

fixed charge, Creative Energy states: 

“The utility accepts a degree of risk by recovering operating costs that do not vary 

with energy consumption through the fixed charge. If such operating costs exceed 

the reasonable forecast of costs upon which the fixed charge is based, such costs 

will reduce the actual ROE. Creative Energy has the incentive to manage 

controllable operating costs within the reasonable forecast of costs as accepted by 

the Commission for the purpose of setting the rate.”33 

79. In the CEC’s view the above statement presents only one side of the relevant information. 

80. In BCOAPO 3.13.1 Creative Energy confirms that: 

““with respect to controllable costs that are not governed by any deferral 

mechanisms, actual costs that are” lower “than forecast would result in a” higher 

“than allowed ROE to the shareholder other things being equal.””34 

81. BCOAPO also inquired as to whether Creative Energy has an incentive to over-forecast 

its cost of service, to which Creative Energy replied as follows:  

“12.5   Please explain why CE does not have an incentive, under the proposal, to 

over-forecast its cost of service.  

RESPONSE:  

The RDDA allows for a levelized rate structure. It does not transfer risk, 

guarantee recovery of actual costs, nor create any incentive(s).  

                                                 
31 Creative Energy Final Argument page 14 

32 Exhibit B-1, page 9, Table 7 

33 Creative Energy Final Argument page 14 

34 Exhibit B-18, BCOAPO 3.13.1 
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Creative Energy believes that the cost forecast and related rate design and deferral 

account proposals in the Application are a reasonable basis for setting rates on a 

levelized basis over the rate setting period of the Application. 

Please also refer to the Commission’s determinations on page 20 of the Order G-

36-21 Decision referenced above.” 

82. In the CEC’s view it is not reasonable to consider that there is “no incentive” to over-

forecast the Utility’s Cost of Service when the evidence is clear that the Utility will 

receive a lower ROE if actual costs are higher than forecast, and a higher ROE if actual 

costs are lower than forecast. 

83. The CEC submits that it is appropriate for the Commission to recognize the incentives 

that exist under a regulatory regime and provide appropriate oversight for the protection 

of ratepayers.  

84. The CEC notes that the utility has committed to providing actual costs in the future for 

comparison.   

85. The CEC recommends that the Commission be cognizant of this and be prepared to 

reduce the rates based on its weighting of this issue. 

Period for Rate Levelization 

86. Creative Energy proposes a 30 year levelization period for both energy systems35 which 

matches the term of the Customer Service Agreement. 

87. The CEC notes that there is expected to be limited additional capital expenditures, and 

Creative Energy states that the 30-year period of levelization supports smooth and 

predictable rates for customers.36 

88. The CEC submits that the levelization period does avoid having excessive ratepayer costs 

at the beginning of the term, which tends to obscure the actual costs of the thermal energy 

systems from customer understanding. 

89. The CEC has no objection to the 30 year levelization period and support the levelization 

approach. 

Rate Setting Period 

90. Creative Energy proposes a four-year period for the rate setting period for the Heating 

TES.37 

                                                 
35 Creative Energy Final Argument page 5 

36 Exhibit B-16, BCUC 3.81.2 

37 Creative Energy Final Argument page 5 
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91. In its Evidentiary Update Creative Energy states that it is not able to propose rates for the 

period of 2024 or beyond, as such rates will be contingent upon plans to relocate the 

temporary boiler plant noted earlier in these submissions.38  Creative Energy anticipates 

that a permanent solution will entail some changes to the underlying costs and required 

rates, thereby requiring a future rates application beginning in 2024.39 

92. Creative Energy plans to make period rate-setting filings for each TES over the course of 

the proposed 30 year levelization period based on economic or other material factors or 

change in circumstances.40  

93. Creative Energy has not developed a proposal over what multi-year period it would seek 

approval of rates for the period beginning in 2024 but that would be informed by a 

forecast of rates over the remaining period of the 30 year contract term. 

94. Creative Energy states:  

“The expectation is that such rate-setting filings will be less frequent under the 

proposed 30-year levelization period, than may otherwise be necessary if rates are 

set on a cost-of-service test year basis. The costs of more frequent rates 

applications would be out of scale to the small district energy utilities we have 

here”.41 

95. The CEC does not agree that more frequent rate applications are necessarily out of scale 

to the TES, and could be undertaken in an appropriate way to control costs, if they were 

necessary. 

96. The CEC submits that a rate-setting period of four years does create the potential for 

Creative Energy to receive undue benefits from its rates based on a forecast cost of 

service, which should be limited, particularly in that customers are already exposed to 

very high TES rates over the course of the levelization period. 

97. The CEC submits that the four-year rate setting period is acceptable at this time, but that 

a careful analysis of the actual costs versus forecast costs be undertaken prior to the next 

rate-setting period. 

Heating TES Benchmark to Other Rates 

98. Creative Energy provides the following rate comparison in CEC 2.15.1. 

                                                 
38 Exhibit B-5, page 4 

39 Exhibit B-5, page 4 

40 Creative Energy Final Argument page 5 

41 Creative Energy Final Argument page 5 
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42 

99. BC Hydro figures are for residential service only.43 

100. The following provides BC Hydro’s LGS rates: 

44 

101. Based on modeled thermal demand information Building 1 and 2 would likely qualify for 

FortisBC Rate 3, and Buildings 3 and 4 would qualify for FortisBC Rate 2 (commercial 

accounts under 2,000 GJ per year).45 

102. Under FortisBC Rate 2, the cost would be $90/MWh/yr. 

103. Overall, the CEC notes that Creative Energy’s Cost of Service at $148/MWh/year and 

Levelized Flat Rates are significantly higher than FortisBC’s rates or BC Hydro’s rates, 

and even those of other TES.  

104. The CEC notes that Creative Energy provided the following table in BCUC 2.50.5.1 

which shows a $170.51/MWh/year cost for VHD based on cost of service for 2021. 

                                                 
42 Exhibit B-14, CEC 2.15.1 

43 Exhibit B-14, CEC 2.15.3.  

44 Exhibit B-17, CEC 2.36.2 

45 Exhibit B-17, CEC 2.36.1.1  
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46 

105. The CEC submits that the Cost of Service rate and Levelized Flat rate are the appropriate 

rates to which the TES Heating rates should be compared. 

106. The CEC submits that the Heating TES represents very high energy costs for end-users 

relative to what they could pay with service from the larger utilities. 

107. Creative Energy argues that that while some comparisons to other utilities component 

costs can be of use in assessing reasonableness of costs: 

“comparisons to other utilities” rates (as opposed to component costs of revenue 

requirements) – as have been reviewed in this proceeding- are not useful when 

assessing whether proposed rates are just and reasonable.  Creative Energy 

stresses that these sorts of comparisons are of no value in setting a utility’s cost of 

service rates for the nature and quality of services provided.”47 

108. They reference Commission Order G-36-21 which relates to a Levelized Rate 

Application for SEUL.   

109. The CEC has provided its response to this argument earlier in these arguments.  

110. The CEC submits that the Commission should continue to bear in the mind the high cost 

of distributed energy projects when making their determinations.  

                                                 
46 Exhibit B-13, BCUC 2.50.5.1 

47 Creative Energy Final Argument page6 
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Revenue Deficiency Deferral Account (“RDDA”) 

111. Creative Energy applies for a RDDA to record annual revenue deficiencies or surpluses 

resulting from the difference between annual revenue at the approved rates and the 

annual cost of service.48 

112. The proposed RDDA will not record variances between actual and forecast cost of 

service for future recovery or disbursement. Rather, balances in the RDDA for future 

recovery will be approved by the Commission on a forecast basis.49 

113. Creative Energy states that the RDDA allows for a levelized rate structure, and addresses 

any concerns related to retroactive ratemaking that may otherwise arise under rates set to 

recover less than the annual cost of service during the period of levelization.50 

114. BCOAPO inquired as to “why the proposed RDDA-guaranteed recovery of forecasted 

costs does not lead to a significant reduction of risk for the utility, and hence a reduction 

in appropriate Return on Equity”.  Creative Energy replied that it does not transfer risk, 

guarantee recovery of actual costs nor create any incentives.  Creative Energy also 

referenced BCOAPO.12.1 and 12.3 and Order G-36-21. 

115. The CEC submits that recovering costs on a forecast basis can be likened to that of a 

period of typical Cost of Service in which the utility forecasts costs over a two-year 

period which are recovered in rates.  In this instance, the levelized rates do not initially 

recover the costs and the difference between rates and forecast costs are instead captured 

in the deferral account for later recovery.  

116. The CEC submits that the four-year period for rate-setting does tend to increase the risk 

that the utility can unreasonably benefit from over-forecasting its cost of service, some of 

which such as interest rates are difficult to predict and may not be largely under control 

by the utility.  

117. The CEC notes that certain elements such as insurance or interest rates may sometimes be 

separated out into Flow Through accounts in Performance Based Ratemaking regimes in 

order to avoid having the utility unnecessarily benefitting or being disadvantaged by costs 

that are not under their control.   

118. The CEC notes that Creative Energy has committed to recording, and providing in 

evidence at subsequent rate proceedings, the actual cost of service for each year 

covered.51 

                                                 
48 Exhibit B-1, page 2 

49 Exhibit B-18, BCOAPO 2.13.2 

50 Creative Energy Final Argument page 9 

51 Exhibit B-18, BCOAPO 3.12.6 
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119. The CEC submits that it would not be unreasonable for the Commission to identify costs 

such as Insurance and interest rates and have these recorded in a separate deferral account 

to be recovered at actual costs instead of forecast costs.   

120. In BCUC 3.79.2 Creative Energy notes that the deferral account could either be 

established for the term of the rate-setting period for each of the Heating TES or Cooling 

DCS, or as permanent for the duration of the terms of the contracted services.52  

121. The CEC submits that it would be preferable to establish a shorter time frame for the 

deferral account such that it can be reviewed on a regular basis. 

122. The CEC recommends that the Commission match the deferral account period to the rate-

setting term. 

Customer Service Agreement 

123. Creative Energy also applies for approval of its Customer Service Agreement.  

124. The proposed CSA is similar to the CSA that the Commission approved for Creative 

Energy’s North-East False Creek (“NEFC”) customers, by Order G-42-17.  

125. The proposed CSA includes the addition of an Assignment provision, which is 

reproduced below. 

53 

126. The CEC notes that Creative Energy has modified the assignment provision to require 

BCUC acceptance, as shown in bold above.  An affiliate or Person would require a 

CPCN from the BCUC to acquire and operate the Heating TES.54 

                                                 
52 Exhibit B-16, BCUC 3.79.2 

53 Exhibit B-5, page 13-14 

54 Exhibit B-5, page 13 and 14 
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127. Creative Energy will execute individual Customer Service Agreements (“CSA”) with the 

Developer of the Vancouver House Development for each of the four buildings and the 

Developer will assign the CSA for the residential tower to the Strata Corporation at the 

prescribed time.55 

128. The CEC submits that BCUC approval of a proposed assignee, amalgamation, merger or 

other corporate reorganization is appropriate. 

Regulatory Cost Variance Deferral Account (“RCV Deferral Account”) 

129. Creative Energy seeks approval of a RCV Deferral Account.  

130. Creative Energy does not expect there to be significant regulatory costs and any variances 

will be administratively simple to recover or credit through a rate rider applied to each 

building customer on a $/MWh basis (i.e. using the same allocation method as for the 

Variable Charge). 

131. Regulatory accounts such as the RCVDA can be used to record and carry forward 

variances between forecast and actual costs or revenues for recovery from or refund to 

ratepayers in future periods.56 

132. The CEC agrees that regulatory costs are uncertain and to some extent outside of Creative 

Energy’s control.57 

133. The CEC submits that the proposed RCVDA is appropriate and recommends that the 

Commission approve the deferral account. 

D. DISTRICT COOLING SYSTEM (“DCS”) 

Requested Approvals 

134. Creative Energy applies for permanent rates to recover the costs of purchasing and 

operating its Cooling TES which serves the four buildings in the Vancouver House 

Development. 

135. Creative Energy requests the following permanent approvals for the Cooling TES 

pursuant to sections 58 to 60 of the Utilities Commission Act.   

 The Levelized Capacity Charge rate design and the charges per kW of design peak 

cooling demand established upon that basis as set forth in Appendix B-2 of the DCS 

Rates Application for the periods September 1, 2020 to December 31, 2020, 2021, 

2022, 2023, 2024 and 2025; 

                                                 
55 Exhibit B-1, page 3 

56 Exhibit B-18, BCOAPO 2.12.2 

57 Creative Energy Final Argument page 11 
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 The Variable Charge rate design and the determination of the variable charges as set 

forth in Appendix B-2 of the DCS Rates Application; namely, a variable Charge per 

MWh for all megawatt hours supplied during a month and calculated each month 

equal to total monthly electricity and water costs (in $) divided by the total metered 

energy supplied by the Cooling DCS to the customers during the month (in MWh); 

 The CSA at Appendix C of the DCS Rates Application; and 

 The RCVDA as described in section 1.1 of the Evidentiary Update. 

Capital and Development Costs 

136. The total capital and development costs of the South Downtown Cooling DCS to be 

recovered through the applied-for rates are $2,701,614 for the Cooling TES as presented 

in Table 2, page 6, of Exhibit B-6. 

58 

137. The District Cooling System was constructed by the Developer.59  

138. Effective November 23, 2020 Creative Energy purchased the DCS at a cost of $2.53 

million which was reviewed in the proceeding established in respect of the Vancouver 

House DCS CPCN Application approved by Order C2-20.60 

139. The Developer assumed the risk of any construction costs over and above the DCS 

purchase price. Creative Energy was not required to compensate the Developer for any 

construction costs in excess the DCS purchase price.61 

140. Creative Energy assumed responsibility only after the system was fully commissioned.62 

                                                 
58 Exhibit B-6, Vancouver House Development DCS page 6 

59 Creative Energy Final Argument page 7 

60 Creative Energy Final Argument page 7 

61 Creative Energy Final Argument page 7 

62 Exhibit B-16, BCUC 3.71.1.2 
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141. An overview of the Development costs was provided in the Application, and were subject 

to various information requests.  

142. The CEC notes that the Design Review and commissioning services are better described 

as peer review63 and was conducted by a third party Kerr Wood Leidel Consulting 

Engineers. 

143. The CEC has reviewed the evidence and does not have any material concerns with the 

capital and development costs. 

Revenue Requirement  

144. Creative Energy provides their annual revenue requirement over the requested rates 

approval period. 

64 

145. Creative Energy provided explanations for the calculation of depreciation, income tax, 

return on capital and the following rationale for other items. 

                                                 
63 Exhibit B-16, BCUC 3.71 series 

64 Exhibit B-6, page 11 
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65 

146. Creative Energy also responded to various information requests which the CEC found to 

be satisfactory. 

147. The CEC recommends that the Commission approve the revenue requirements for the 

rate-setting period approved.  

Rate Design 

148. By Order G-225-20 the BCUC approved the capacity charge and variable charge as set 

out in Appendix B-1 of the Cooling Rates Application on an interim and refundable 

basis.66 

149. Creative Energy applies for permanent rates set equal to its existing interim rates for the 

periods September 1, 2020 to December 31, 2020, 2021, 2022, 2023, 2024 and 2025.   

VARIABLE CHARGE 

150. The Variable Charge will recover on a flow-through basis the actual electricity and water 

costs of the DCS, which are driven directly by cooling energy consumption.67 

151. The Variable Charge is to be calculated each month equal to total monthly electricity and 

water costs of the DCS, divided by the total metered energy supplied by the DCS to the 

customers during the month (in MWh).68 

                                                 
65 Exhibit B-6, page 8 

66 Creative Energy Final Argument page ii 

67 Exhibit B-6, page 15 

68 Exhibit B-6, Creative Energy Vancouver House Cooling Application Appendix B-1, Interim Rate Sheet 
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152. Water costs are invoiced every four months by the City of Vancouver. The Cooling Plant 

is separately sub-metered for water consumption and will be assigned its share of total 

water costs by the Strata Corporation.  

153. The CEC agrees that the flow through of the variable costs such as electricity and water is 

appropriate.  

LEVELIZED CAPACITY CHARGE 

154. Creative Energy provides the following Levelized Capacity Charges. 

 

69 

155. The levelized capacity charges are the same as those approved under the Interim Rates. 

156. As noted above in the Heating TES section of these submissions, a Levelized Capacity 

charge may provide rate smoothing and be generally more acceptable to customers than 

recovering costs on an annual cost of service basis.  

157. The CEC does not object to the concept of rate levelization charges.  

158. The levelized capacity charge will escalate annually at 2% and is determined such that 

the ROE over the 30-year term of analysis is equal to the allowed ROE of 9.5% under an 

annual cost of service rate structure over the same 30-year period.  

159. The CEC notes that the levelized capacity charge does not recover the cost of service, 

resulting in the need for a Revenue Deficiency Deferral Account.  

                                                 
69 Exhibit B-6, Creative Energy Vancouver House Cooling Application Appendices B-1 and B-2 
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160. As noted above in the Heating TES section of these submissions, the CEC considers that 

recovering costs on a forecast basis instead of on the basis of actuals can create an 

incentive for over-forecasting. 

161. The CEC submits that it could be appropriate for the Commission to compare historical 

actual costs to the forecast costs in the next rate-setting period for the purpose of making 

adjustments as the Commission may find necessary. 

162. The CEC recommends approval of the proposed Levelized Capacity charge for the DCA. 

PERIOD FOR RATE LEVELIZATION 

163. Creative Energy proposes a 30 year levelization period for both energy systems.70 

164. Creative Energy states:  

“Creative Energy will make periodic rate-setting filings over the course of the 

proposed 30-year levelization period for the rates of each system as necessary 

based on economic or other material factors or change in circumstance. 

The expectation is that such rate-setting filings will be less frequent under the 

proposed 30-year levelization period, than may otherwise be necessary if rates are 

set on a cost-of-service test year basis. The costs of more frequent rates 

applications would be out of scale to the small district energy utilities we have 

here.”71 

165. The CEC provided its comments under the Heating TES section of these submissions 

regarding this Creative Energy assertion.  

166. The CEC recommends that the Commission approve the 30 year period for rate 

levelization. 

                                                 
70 Creative Energy Final Argument page 5 

71 Creative Energy Final Argument page 5 
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Rate Setting Period 

167. Creative Energy proposes a five year period for the rate setting period for the DCS.72  

168. The CEC submits that there could potentially be regulatory cost savings if the rate setting 

periods for the TES and DCS were the same, and could be undertaken together 

periodically.  

169. The CEC would consider either a four year or five year period for rate-setting or lower to 

be acceptable. 

Customer Service Agreement 

170. Creative Energy applies for approval of the associated terms and conditions of service.  

171. Creative Energy’s Customer Service Agreement is provided in Appendix C of its 

Vancouver House Development District Cooling System (“DCS”) Application (Exhibit 

B-6)73 and is considered under the Heating TES in these Submissions. 

III. CONCLUSION 

172. The CEC recommends that the Commission approve the proposed rates in this instance.  

ALL OF WHICH IS RESPECTFULLY SUBMITTED 

David Craig 
______________________________________________________________ 

David Craig, Consultant for the Commercial Energy  

Consumers Association of British Columbia 

 

__________________________________________ 

Christopher P. Weafer, Counsel for the Commercial  

Energy Consumers Association of British Columbia 
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