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Please be advised that we submit the following Final Argument regarding the above-noted 

Application on behalf of our client groups known in this and other Creative Energy regulatory 

processes as BCOAPO or BCOAPO et al. The constituent groups of BCOAPO et al. represent 

the interests of residential energy consumers in British Columbia, and more specifically in this 

process the interests of Creative Energy’s residential ratepayers. As was noted on our 

application to intervene, BCOAPO has a long history of intervening on behalf of residential 

ratepayers before the BCUC and working to further the best interests of residential ratepayers 

while respecting the need for regulatory efficiency. BCOAPO represents a large and diverse 

population of Creative Energy’s ratepayers and, as such, their interests will be affected by the 

rate approvals sought by Creative Energy in this proceeding.  
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Introduction  

On October 2, 2019, Creative Energy Platforms Inc. (Creative Energy or CE) filed its application 

to the British Columbia Utilities Commission (BCUC), for the approval of rates for the provision of 

heating service for the thermal energy system (TES) at the Vancouver House Development.1  The 

BCUC then approved the applied-for TES rates on an interim and refundable basis in Order G-

260-19, effective November 1, 2019.2  This decision included the interim approval of a Capacity 

Charge, a Variable Charge, a Customer Service Agreement (CSA) specifying the terms and 

conditions of service and a revenue deficiency Deferral Account (RDDA) related to the heating 

service. This application was then amended per the contents of the Utility’s evidentiary update of 

August 27, 2020, 

On August 11, 2020, CE applied to the BCUC for the approval of rates for the provision of district 

cooling service (DCS) at the Vancouver House Development.3  The BCUC approved the DCS 

rates on an interim and refundable basis in Order G-225-20, to be effective September 1, 2020.4  

This decision included the interim approval of a Capacity Charge, a Variable Charge, a CSA and 

a RDDA related to the cooling service. 

Creative Energy is now seeking BCUC final approval of the following pursuant to Sections 58 to 

60 of the Utilities Commission Act (UCA)5: 

1. A levelized Capacity Charge rate design and the charges per kilowatt (kW) for the TES, 

for the periods of 2020 to 2023; 

2. A levelized Capacity Charge rate design and the charges per kilowatt (kW) for the DCS, 

for the periods of September 1, 2020 to December 31, 2025; 

3. A Variable Charge rate design and the charges per megawatt hour (MWh) for the TES 

and DCS; 

4. CSA`s for the TES and DCS; and 

5. A Regulatory Cost Deferral Account (RCVDA) for the TES and DCS. 

                                                
1 Exhibits B-1 and B-5 
2 Exhibit A-2 
3 Exhibit B-6 
4 Exhibit A-8 
5 CE Final Argument, page 2 
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Summary of BCOAPO Position 

After considering the evidentiary record, BCOAPO has come to the position that Creative 

Energy’s calculations of the TES and DCS rate bases are acceptable for rate-setting purpose, 

and that calculations of the TES and DCS revenue requirements are acceptable for rate-setting 

purposes with potential minor adjustments to the cost of debt and DCS administration charge.  As 

such, we recommend to the Commission that it approve the rates, subject to the effects of the 

changes noted below.  

BCOAPO is of the view that actual regulatory costs for the TES and DCS should be included in 

the RCVDA`s (not variances) and be amortized over the time periods of the respective final rates. 

Additionally, we submit that a Tax Rate Variance Account (TRVA) should be established for the 

TES and DCS.  

BCOAPO submits that the forecast impact of the TES extension to a fifth building should be 

incorporated into the Panel’s determination of CE’s TES rates.  

 

In our view, the proposed TES and DCS fixed capacity charges and variable fuel cost charges 

are less than ideal for rate-setting purposes but we acknowledge they are a practical approach. 

Considering the apparent customer acceptance, we do not oppose these charges but we do urge 

the Commission Panel to turn its collective mind to the issue these two charges raise to see what 

improvements, if any, are appropriate.  

 

BCOAPO submit that the TES and DCS RDDA and 30-year levelization period are acceptable for 

rate-setting purposes with the understanding that it be re-evaluated as part of the TES RRA in 

2024, with the express understanding that the RDDA balance will be subject to full BCUC 

oversight. 

 

Finally, the applied-for terms and conditions of service and corresponding CSA`s appear 

reasonable, provided they incorporate the changes acknowledged by Creative Energy during the 

information request process. 

 

Notwithstanding our positions on the requested approvals, BCOAPO proposes several 

recommendations with respect to BCUC directives to Creative Energy for future applications and 

compliance reporting on the TES and DCS Projects.  
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1. That Creative Energy file bi-annual update reports on the status of the TES boiler 

relocation; 

2. That Creative Energy file an annual report on the TES and DCS actual financial results 

and the balances of the RDDA, RCVDA and TRVA, as well as any unforeseen material 

variances in the balances in the RDDA; 

3. That the maximum length of time between RRA`s for the TES and DSC be fixed at no 

longer than five years. 

Our Final Argument provides the analysis and rationale for the above-noted positions and 

recommendations of the BCOAPO. 

 

TES & DCS Final Capital Costs and Rate Bases 

Creative Energy is requesting BCUC acceptance of a TES rate base of approximately 

$3,759,000.6  The requested TES rate base consists of capital related costs of $2,801,000 

development and soft costs of $692,000 plus an AFDUDC of $266,000. Creative has calculated 

its AFUDC using its weighted average cost of capital (WACC) of 6.34% on the average actual 

costs incurred commencing in 2015 and ending in October of 2019 although the AFUDC included 

in rate base was reduced by the net heating-related revenue received during construction for 2018 

and 2019.7  

 

Creative Energy is also requesting acceptance of a DSC rate base of approximately $2,702,000.8 

The DSC rate base consists of the DSC purchase price of $2,530,000 and CE’s project 

management and other costs of $172,000.  

 

Creative Energy proposes that all of the capital costs associated with the TES be considered 

used, useful and prudently acquired and recovered in rates.9 The Utility also asserts that the TES 

Project was prudently managed and that the final cost report to the BCUC of the related capital 

and development costs demonstrates that there were no material issues with respect to project 

management and delivery.  

 

                                                
6 Exhibit B-5, Table 2, p. 8 
 
8 Exhibit B-6, Table 2, p. 6  
9 CE Final Argument, pp.11 -13 



 

5 

In support of its position, Creative Energy relied on an assertion that a valid comparison of forecast 

costs in prior TES regulatory proceedings to actual costs in the current proceeding is to the CPCN 

application for Phase 2, which was filed in November of 2018, that the $3,759,000 actual cost of 

the TES is approximately $251,000 or 7% higher than the budget reported in the CPCN of 

$3,508,000 with the difference between the two figures almost entirely explained by an oversight 

in the amount of AFUDC included in the CPCN and after  making adjustments to compensate for 

that error, the variance is reduced to $13,000 or 0.4%, well within the expected accuracy of a 

Class 3 capital cost estimate of -15% to +30%.  Creative Energy also asserts there, while there 

were errors of omission of project development costs in the Phase 1 capital cost estimates, 

reporting errors are not sufficient grounds to challenge the prudence of any project but that they 

have developed a more robust and detailed approach to tracking and categorizing project costs 

that will be used in all projects going forward.10  

 

Finally, Creative Energy’s position is that the anticipated move of the temporary containerized 

TES boiler plant is not an issue for this proceeding11 for the following reasons:  

 

(1)  Order C-1-19 directed the Utility to file a CPCN application on the anticipated move 

by the end of 2023;  

(2) CE anticipates that the permanent solution will entail changes to the underlying costs 

and required rates, which will require a future rates application for 2024;  

(3) the future permanent solution has no bearing on the approvals requested in this 

Application; and  

(4)  if the boiler plant is relocated with its existing container, all of the costs will remain 

“used and useful”.  If the contents of the boiler plant need to be extracted and relocated to 

a separate space, then the majority of the assets will remain used and useful, with the 

exception of the container and some sections of piping, hangers and supporting 

arrangements.12 

 

BCOAPO has reviewed the evidence on the record in this proceeding and accepts Creative 

Energy’s calculations of the TES and DCS rate bases for rate-setting purposes. We note that the 

development and soft costs of the TES are approximately 18% of the TES requested rate base 

                                                
10 Exhibit B-5, Appendix A, p.5 
11 CE Final Argument, p.5 
12 Exhibit B-2, Attachment 4.5, BCUC IR 2.42.1 and 2.42.2 
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and the project management and other costs of the DCS are approximately 6% of the requested 

DSC rate base, respectively.  Given the circumstances of these two capital projects, this is not 

unreasonable and there is no specific evidence on the record that would support a disallowance 

of costs.  

 

BCOAPO considers that the process, inputs and calculations that Creative Energy has used to 

calculate AFUDC and its inclusion in rate base are reasonable and are supported by standard 

regulatory practice. BCOAPO agrees with Creative Energy that, while not a situation we would 

want to see continue, reporting errors in budgets do not rise to the level of imprudence in terms 

of project management and delivery, and that the actual variances are within the tolerances 

specified in the BCUC’s CPCN capital cost estimate guidelines.  

 

BCOAPO notes Creative Energy’s representations that it has implemented process 

improvements in order to rectify budget and reporting issues, which should reduce the complexity 

and cost of regulatory reviews in future regulatory proceedings, but we will be watching Creative’s 

applications going forward to ensure that is indeed the case and we urge the Commission and 

other interveners like CEC to do the same. 

 

BCOAPO generally agrees with Creative Energy that refundable interim rates should be finalized 

at the earliest opportunity. We note that doing so does contribute to regulatory and rate certainty 

for customers and the utility, and that it is in accordance with the regulatory goal of stable and 

predictable rates and the avoidance of possible rate shock. We note that Creative has indicated 

it will file a CPCN for the relocation of the Temporary Boiler Plant on this matter by late 202213 

and that an application to adjust rates for 2024 will also be required.  Because we see nothing in 

the evidentiary record that indicates there is a reasonable basis upon which to argue for 

adjustments or disallowances to the TES rate base or rates relating to the boiler plant relocation, 

we do not view a delay in the finalization of rates for this matter as a desirable course of action. 

 

Based on the above noted considerations, BCOAPO recommends that the BCUC direct Creative 

Energy to file bi-annual update reports on the status of the TES boiler relocation until it files the 

related CPCN.  This report should also address the associated implications of any changes to 

                                                
13 Exhibit B-9, BCUC Panel IR 1.2.1.2 
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rate-setting at a high level, including the identification of assets that may no longer be used and 

useful. 

TES & DCS Requested Revenue Requirements 

Creative Energy is requesting BCUC acceptance of a TES annualized revenue requirement of 

between $570,000 (2021) and $566,000 (2023) excluding fuel costs, levelized to a recovery of 

between $475,000 (2021) and $494,000 (2023).14 BCOAPO summarizes Creative Energy’s 2021 

assumptions with respect to non-fuel related costs as follows: 

 

(1) maintenance and operator costs of $65,000 based on 1% of total construction costs and 25% 

of an operator FTE; 

(2) administration costs of $68,000 based on the BCUC approved three-factor Massachusetts 

formula; 

(3) depreciation of $125,000 based on a 30-year straight amount;  

(4) total return on rate base of $234,000 based on a deemed capital structure of 57.5% debt and 

$42.5% equity, an allowed return on equity (ROE) of 9.5% and a cost of debt of 4.0%; and  

(5) income tax of $54,000 based on 27% of the ROE plus depreciation less capital cost allowance 

(CCA) and (6) insurance, municipal access fee and financing fees of $24,000.   

 

Creative Energy is also requesting a DCS annualized revenue requirement of between $438,000 

(2021) and $421,000 (2025) excluding fuel costs, levelized to a recovery of between $349,000 

(2021) and $378,000 (2025).15 BCOAPO summarizes Creative Energy’s 2021 assumptions with 

respect to non-fuel related costs as follows: 

  

(1) maintenance and operator costs of $54,000 based on 1% of total construction costs and 20% 

of an operator FTE; 

(2) administration costs of $37,000 based on the proposed two-factor Massachusetts formula; 

(3) depreciation of $90,000 based on a 30-year straight amount;  

                                                
14 Exhibit B-5, pp.8-12 
15 Exhibit B-6, pp.8-12 
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(4) total return on rate base of $169,000 based on a deemed capital structure of 57.5% debt and 

$42.5% equity, an allowed return on equity (ROE) of 9.5% and a cost of debt of 4.0%  

(5) income tax of $33,000 based on 27% of the ROE plus depreciation less capital cost allowance 

(CCA); and  

(6) insurance, municipal access fee, financing fees and lease payments of $55,000. 

 

Creative Energy is seeking approval of Regulatory Cost Variance Deferral Accounts (RCVDA) 

and 5% of total bill rate rider approach16.  CE’s proposal is for:  

 

(1) a RCVDA for both the TES and DCS to record the differences between forecast and actual 

regulatory costs as the variances can be material and are driven by factors outside of its 

control; and 

(2) a simple percentage of bill rate rider approach to recover amounts in the RCVDA set at 5%.  

 

As mentioned above, CE has asserted that the Registration of a TES Extension to serve a fifth 

building at 889 Pacific Street are not properly an issue for this proceeding as it has separately 

applied for an CPCN for the extension, currently under consideration by the BCUC.17  

 

BCOAPO has reviewed the evidence on the record in this proceeding and accepts Creative 

Energy’s calculations of the TES and DCS revenue requirements and related matters for rate-

setting purposes. BCOAPO considers that Creative Energy`s evidence, assumptions and 

explanations with respect to maintenance, operator costs, insurance, municipal access fee, 

financing fees and lease payments are reasonable for rate-setting purposes and we take comfort 

in knowing these assumptions can be reviewed in subsequent RRA’s. 

 

We note the proposed administration costs for the DCS have not been updated to reflect the 

BCUC`s decision to reject Creative Energy`s proposal to use a two-factor Massachusetts formula 

to allocate administration costs18 and we urge this Panel to consider this as a potential adjustment 

                                                
16 CE Final Argument, p.9 
17 CE Final Argument, p.5 
18 Order G-27-20, p.25 
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to CE’s applied-for RRA and rates, subject to the Utility somehow adequately addressing the issue 

in Reply.  

 

BCOAPO accepts that the proposed deemed capital structure of 57.5% debt and 42.5% equity is 

consistent with the approved structures of other BCUC related district energy utilities, however, it 

remains manifestly unclear to us if Creative Energy`s proposals with respect to the approval of a 

Revenue Deficiency Deferral Account (RDDA) and a fixed capacity charge lower its risk profile 

such that a 9.5% ROE is higher than required to compensate it for the risk it accepts. While we 

acknowledge that the issue of an appropriate ROE for CE is beyond the scope of this proceeding, 

we offer this comment knowing the Utility’s ROE is not a dead issue: it can be reconsidered at a 

future RRA after sufficient experience with these concepts and the financial performance of the 

projects has been gained.  

 

BCOAPO questions Creative Energy`s assertion that its assumption of a 4% cost of debt is still a 

reasonable assumption for interest rates for rate-setting purposes given the rock bottom interest 

rates we have been seeing and expect to continue seeing for some time. The only evidence on 

the record is that the cost of Creative Energy`s current debt facilities are between 3.07% and 

3.7% but that is not, in our submission, evidence that can reasonably be characterized as 

justifying its 4% proposal.19  We urge the Commission Panel to reject CE’s assertion of the 4%, 

and to instead direct the Utility to proceed with a 3.7% cost of debt: a rate based on the best 

evidence on the record. 

 

BCOAPO accepts that the establishment of a RCVDA for the TES and DCS is appropriate for 

reasons the Utility has put forward but the specific modeling of the 5% total bill rate rider approach 

favored by Creative Energy suggests a recovery over a 12-month period.20  Our clients are struck 

by the marked inconsistency between the Utility’s proposal for a quick recovery of the RCVDA 

(one year) and the long-term view (30-years) associated with the RDDA proposal. BCOAPO is of 

the view that costs should be included in rates over the period which customers benefit from these 

costs.  Creative Energy is requesting final rates for the TES until 2023 and final rates for the DCS 

until 2025 so, in our submission, a far more appropriate approach would be to record the actual 

regulatory costs in the RCVDA and amortizing the recovery over the term of the approved rates:  

three years in the case of the TES rates and five years in the case of the DCS rates. 

                                                
19 Exhibit B-13 BCUC IR 2.34.3 
20 Exhibit B-16, BCUC IR 3.79.1 
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The income tax included in the proposed TES and DCS rates are based on the deemed return on 

equity and the timing differences between depreciation and CCA. However, there is no evidence 

on the record with respect to the forecast of income tax payments, this is a simplifying assumption 

made by Creative Energy. We note that the BCUC directed the establishment of a Tax Rate 

Variance Account (TRVA) in Order G-36-2121  (with respect to the Shannon Estates RRA) based 

on the rationale that the amounts and timing of future income taxes are uncertain and outside the 

control of the utility and, as such, variance or deferral treatment is appropriate. To BCOAPO, the 

rationale for the establishment of a TRVA is consistent with Creative Energy`s request for a 

RCVDA so as a result, submit the establishment of a TRVA for the TES and DCS is appropriate 

to capture the variance between forecast and actual income taxes.   

 

Creative Energy has confirmed on the record that the indicative impact of the TES Extension on 

overall rates would result in a reduction to the capacity charge for 2020 of approximately 9% in 

the first full year of service.22 However, CE is taking the position that this has no bearing on the 

requested approvals in the current proceeding. It appears to us that the Utility’s rationale is rooted 

in a desire for regulatory efficiency, ignoring a material impact on the capacity charge this would 

have to instead defer consideration to the rate application for the extension for the subsequent 

test period in 2024.23 

 

BCOAPO notes that Creative Energy`s position with respect to further process on the Registration 

of Extension to the South Downtown Hearing TES is that the record is complete and that the 

BCUC has determined that it will not be establishing a further regulatory timetable at this time.24 

Our clients are not so sanguine about the Utility’s suggestion that the Panel approve delaying the 

recognition of the TES Extension in rates to 2024. While we understand CE’s desire for the 

certainty its position creates, we note that rate-setting inevitably requires the use of assumptions: 

assumptions including those used in this application. As a result, we respectfully ask this Panel 

to incorporate the forecast impacts of the extension into the finalization of the Vancouver House’s 

TES rates. 

 

                                                
21 Order G-36-21, p.12 
22 Exhibit B-16, BCUC IR 3.92.1 
23 Exhibit B-16, BCUC IR 3.92.4.1 
24 Exhibit A-8, CE TES Registration of Extension to South Downtown 
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While the evidence on the Utility’s intention regarding the timing of its next RRA for the TES is 

clear, it is much less so in the case of the DCS.  Presumably, because Creative Energy`s 

requested DCS Rates only go to 2024, we can assume the Utility intends to file its next RRA in 

2026 but the Utility has not provided any objective criteria for the trigger of future RRA`s for the 

DCS. 

 

BCOAPO recognizes the need for regulatory efficiency given the scale of the TES and DSC, but 

we are of the view that this must be balanced with the need for an appropriate degree of regulatory 

oversight on the financial and rate performance of the Projects. As such, BCOAPO recommends 

that the BCUC direct CE as follows: 

 

1. Creative Energy provide annual reports on the actual financial results for the TES and 

DSC, as well as provide continuity schedules that substantiate the opening and closing 

balances in the RDDA, RCVDA and TRVA (annual reporting on the RDDA is further 

addressed below); and 

2. The maximum length of time between RRA`s for the TES and DSC be established at 

five years. 

 

TES & DCS Requested Rate Designs 

Creative Energy is requesting a rate design for both its TES and DCS service that includes a fixed 

capacity rate to recover all fixed capital and operating costs to be billed on a design peak basis 

for each building in conjunction with variable fuel costs recovered through a volumetric charge 

based on actual monthly usage.25 To justify this, Creative Energy asserts that the proposed rate 

design methodology results in recovering all costs deemed to be fixed cost related through the 

capacity rate (approximately 80%26) and  the remaining variable costs (approximately 20%) are 

recovered through the variable rate. The Utility also states the proposed rate design fairly 

allocates costs to customers the proposed rate design is simple and easy to administer, it is 

practical and compatible with optimal operation, it supports rate stability and customer 

understanding and acceptability, and the proposed rate design equitably balances risk between 

Creative Energy and its customers. 

 

                                                
25 CE Final Argument, pp.8-9 & 14-18 
26 Exhibit B-16, BCUC IR 3.88.1 
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In this Application, Creative Energy proposes that its variable fuel cost flow-through energy charge 

be recovered per MWh of each building based on an actual as-incurred basis27 because variable 

costs are not controllable and the volumetric rate design is simple and practical in that it is easy 

to administer consistent with the very small size of the two utilities while supporting stable, 

predicable and competitive rates that are understandable and accepted by Creative Energy’s 

customers. 

 

BCOAPO has reviewed the evidence on the record in this proceeding and somewhat reluctantly 

acknowledges there is, at this time, no viable alternative to the rate design proposed by Creative 

Energy.  It is BCOAPO’s view that Creative Energy’s recommendation to classify its costs as fixed 

(that is, not varying according to metered throughput) and variable is likely overly simplistic.  

Large-scale gas and electric utilities do not classify costs using the strict cost accounting 

perspective proposed.  This is because a cost accounting perspective does not recognize the 

“used and useful” value of the underlying assets from a planning and operational perspective.  In 

our submission, classifying all plant and operating costs that do not vary with consumption (a cost 

accounting perspective) as 100% fixed and demand-related undervalues the energy benefit they 

provide. In our collective experience, when engaging in cost allocation and rate design, 

assessment of the energy influence of each asset underpinning rate base as well as the 

commensurate annualized revenue requirement costs is a key part of the analysis.  

 

As we said previously, we are mindful of the appropriate scales of costs for the TES and DCS so, 

while we are not suggesting CE undertake a significant cost allocation study for the Vancouver 

House, we also submit that it is highly likely some capital and revenue requirement-related costs 

deemed by Creative Energy as fixed would more correctly be classified as energy-driven. 

Because of this, we cannot allow CE’s assertion that all costs other than fuel-related costs are 

fixed and thus best align with the principle of cost causation28 to stand unchallenged. 

 

Other utilities identified as comparable to Creative Energy in this Application29, as well as the 

recent Shannon Estates Utility proceeding30 indicate that the applied for fixed/variable split of 

approximately 80% / 20% is unduly high. As a result, we submit that Creative Energy’s proposal 

                                                
27 CE Final Argument, pp.8-9 & 14-18 
28 Exhibit B-13, BCUC IR 3.88.4 
29 Exhibit B-2, BCUC IR 1.15.2 
30 Shannon Estates TES Levelized Rates, Exhibit B-7, BCUC IR 2.35.2 
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would over-represent the energy-driven attributes of infrastructure in rate base and could result 

in cross-subsidization between higher and lower volume users in addition.  

 

Creative Energy’s proposed cost allocation and rate design that classifies and allocates all fixed 

cost based on design peak demand of its customers would, in our view, lessen customers’ 

incentive to reduce energy consumption.  

 

For these reasons, BCOAPO cannot support CE’s applied for fixed/variable split of costs and we 

instead favour a fixed/variable split that shifts a larger portion of costs to the variable energy rate.  

That said, re recognize there are some real practical challenges to doing so. The first is that there 

is no evidence on the record that assesses the energy-attributes of Creative Energy’s assets (and 

revenue requirement).  As such, recommending something less than 80% / 20% would be 

arbitrary at best.  We also recognize that Creative Energy is a very small utility, not a large electric 

or gas utility with thousands or millions of customers and that Creative Energy’s proposed 

methodology allows for some conservation opportunities for the portion of a customer’s bill that 

relates to the fuel-related variable costs (20%). 

 

BCOAPO understands there is no one correct method of cost allocation and rate design and thus 

it is both necessary and reasonable to make pragmatic decisions to find the proper balance 

between the practical reality of the circumstances, due and undue cross subsidization, and the 

goals the utility strives to achieve.  In this case, the practical reality is that Creative Energy’s 

customer is an owner of the building, not the tenants themselves so any rate design improvements 

made by shifting more costs recoverable through the variable energy charge may be a theoretical 

exercise only – as the owners may ultimately choose their own rate design that bears no 

resemblance to how they are billed through Creative Energy’s rate design.  On this basis, 

BCOAPO will somewhat reluctantly accept Creative Energy’s rate design methodology proposal. 

 

TES & DCS Requested RDDA & 30-Year Levelization Period  

CE is requesting approval of a RDDA and 30-year levelization period for the TES and DCS rates31 

relying on evidence that under the levelized rate design, the initial rates result in insufficient 

revenue to recover forecast revenue requirement. CE’s proposal is for the RDDA to capture the 

                                                
31 CE Final Argument, p.8-9 
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shortfall in revenues in the early years of the plan to then be recovered through levelized rate 

increases over the remainder of proposed the 30-year period.   

 

Specifically, the Utility is proposing the difference between forecast annual revenue at the 

approved rates and forecast cost of service for TES and DCS be captured in the RDDA32 and 

states an RDDA is an accepted and established means to levelize rates advantageous for district 

energy utilities. It also asserts that an RDDA is compatible with providing reliable, cost effective 

and competitive service and the 30-year term is consistent with the evidence reviewed during the 

CPCN proceeding matching the life-cycle of the facilities. In CE’s view, the RDDA supports stable 

and predictable rates reasonably matching cost recovery with cost causation recovering the cost 

of service over 30 years and provides for less frequent rate-setting appropriate to the scale of the 

small district energy utility. 

  

BCOAPO has reviewed the evidence on the record and is of the view that CE’s proposal is 

acceptable with the following observations and recommendations: 

 

1. BCOAPO is supportive of the RDDA conceptually to smooth rate increases and agrees that 

difference between forecast annual revenue at the approved rates and forecast cost of 

service for TES and DCS ought to be captured in the RDDA as proposed.33  BCOAPO views 

this as a way to strike a reasonable balance of cost and risk between the utility and 

ratepayer rather than placing greater risk on ratepayers (or conversely, the utility); 

2. BCOAPO appreciates that the 30-year time frame better matches with the life cycle and 

depreciation of the underlying assets.  Our general preference would be for a levelization 

period significantly less than 30-years as proposed.  BCOAPO is concerned that the 30-year 

period may be too long potentially giving rise to RDDA balances that may get too large.  We 

also having lingering concerns on the impact of inter-generational equity among ratepayers 

whereby today’s ratepayers are benefitting from lower rates deferring the responsibility 

for current Revenue Requirements to future periods and future ratepayers; and 

                                                
32 Exhibit B-13, BCUC IR 2.35.1 
33 Exhibit B-13, BCUC IR 2.35.1 
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3. BCOAPO appreciates and supports CE’s astute perspective that in advancing its proposal it 

has considered the totality of its revenue requirement and rate design framework for 

cohesiveness and discouraging from natural tendency to assess on a piecemeal basis34; 

Because CE has indicated that it anticipates filing an RRA in approximately 2024 to address its 

boiler relocation to a permanent location35 BCOAPO is prepared to accept CE’s Application for an 

RDDA on a 30-year levelized basis at this point. However, this position is taken in deference to 

the practical constraints we have noted and with the expectation that this is reasonably a matter 

we would expect to be subject to re-evaluation and review as part of CE’s RRA in 2024.   

 

Notwithstanding that BCOAPO is prepared to reluctantly accept CE’s proposed RDDA on a 30-

year levelized basis on the basis that it will be reviewed as part of the 2024 RRA, BCOAPO makes 

recommendations with respect to this aspect of the Application in the section below. 

 

Annual Reports on the Status of the TES and DCS RDDA`s and Any Unforeseen Material 

Balances 

 

BCOAPO appreciates that the development of the levelized rate design and revenue 

requirements that strikes an equitable balance between the utility and ratepayer and properly 

addresses intergenerational equity is an art, not a science: it requires reliance upon professional 

judgement.  However, a 30-year levelization period will tend to increase the size of the RDDA 

(compared to a shorter period) and extends the period over which rates do not meet the utility’s 

COS, causing BCOAPO has some lingering concerns. As a result, we ask the Commission Panel 

direct Creative to: 

1. file an annual update RDDA report for the TES and DCS that include, for example an 

analysis regarding when the break-even point occurs during the 30-year period (CE 

appears to have been unresponsive to this information request of the BCUC36); 

2. To the extent that its not already identified in (1), current and forecast RDDA balances 

for the duration of the balance of the levelized period; and 

3. any unforeseen material balances with explanation as to the drivers of the balances.  

 

                                                
34 CE Final Argument, p. 14 
35 Exhibit B-5, p.4 
36 Exhibit B-2, BCUC IR1 17.1 
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TES and DCS Terms & Conditions of Service and Customer Service Agreement (CSA) 

Finally, BCOAPO notes that as part of CE’s Application for TES and DCS rates, the Utility has 

applied for permanent approval of its proposed Terms and Conditions of Service as per its CSA37 

amended as part of its Evidentiary Updated Application38.   

 

CE has acknowledged that through the information request process39 several CSA amendments 

it intends to file on a consolidated basis as part of a compliance filing along with any changes 

directed by the BCUC in its order flowing from this Application including: 

 

1. Changes to rates;   

2. The inclusion of an assignment provision in the CSA to specify the rights, if any, of 

each part to assign the CSA; and 

3. The withdrawal of Section 15.3 entirely related to Termination40. 

Overall CE’s Terms and Conditions as per its CSA appear reasonable to BCOAPO and that there 

are several clean-up items that can be reasonably dealt with as part of the compliance filing 

flowing from this Application.   

Conclusion 

So, relying on the above, BCOAPO recommends to this Panel that it accept CE’s application, 

subject to the recommendations made in this Final Submission 

 
 
ALL OF WHICH IS RESPECTFULLY SUBMITTED: 
 
Original on file signed by     Original on file signed by 
 
Leigha Worth       Irina Mis 
Executive Director | General Counsel   Staff Lawyer 
 
 
 
 

                                                
37 Exhibit B-1, Appendix 1, pp.2-3 
38 Exhibit B-5, Appendix D, p.13 
39 CE Final Argument, p.10 
40 Exhibit B-13, BCUC IR 2.55.1 


