
STRATAWEST 
MANAGEMENT LTD. 

Prolessionai Property Managers 

December 22, 2016 

British Columbia Utilities Commission 
6th Floor 900 Howe Street 
Vancouver B.C. 

Via E-Mail to: commission.secretary@bcuc.com 

To: Acting Commission Secretary 

Attention Laurel Ross 

SEASCAPES RECONSIDERATION APPLICATION 

We are Stratawest Management Ltd. representing the interests of Seascapes Strata 
Corporation BCS 776 (Seascapes). 
Seascapes writes to apply pursuant to section 99 of the Utilities Commission Act 
(UCA) for reconsideration and variance ofBCUC Order No. G-172-16 (the Order) 
dated November 28, 2016. 

The Order relates to the Superior Propane Ltd. (Superior) Revenue Requirements 
Rate Application for the Seascapes grid system where Superior sought approval of 
its tariff and changes to its rate schedule. 

This reconsideration focuses on two aspects of the commission's decision that 
awarded Superior: 

• A revenue requirement for 2016 of $75,293 an increase of 52 percent over 
2015; 

• A methodology for the calculation and management of propane costs and 
related freight charges; and 

• Approval of a gas tariff representing the Terms and Conditions of service for 
its operation at the Seascapes development. 

The specific concerns to be raised in this application for reconsideration are as 
follows: 

"202·224 West Esplanade l'-Jorth Vancouver B.C. V7M 1A4 
T 604. 904. 9595 F 604. 904. 2323 www.stratawest.com 

B-1

markhuds
Seascapes ReconVariance G-172-16



STRATAWEST 
MANAGEMENT LTD. 

Professional Property Managers 

1. Based on a quote, the Commission approved the amount of $22,500 
annually for insurance costs that Superior is not required to actually 
make and accepted this amount as the imputed value of insurance 
coverage. 

2. The Commission has established a protocol for the purchase of 
propane gas from its sister company, Superior Gas Liquids which 
includes no oversight by the Commission of the cost of gas. 

For reasons explained in this letter, Seascapes believes the Commission has erred in 
its interpretation of the facts, and as a result, has approved rates that are unjust and 
unreasonable. 

Insurance Costs 

Seascapes notes that the $22,500 the Commission has approved as a reasonable 
proxy for insurance costs represents over 30 percent of the total revenue 
requirement. In our view this amount was awarded with no consideration of actual 
costs incurred or estimated to be incurred as would be expected with the 
Commission's reliance on the cost of service model. Moreover, the magnitude of the 
impact on rates and a Seascapes customer bill is substantive and results in an 
increase that well exceeds the threshold for rate shock. 

As part of its application, Superior presented Version 1 of what might have been a 
number of quotes it received from Zurich Insurance Company Ltd (for ease of 
reference a copy of this document has been attached). In its Reasons for Decision, 
the Commission made the following statements: 

"Superior is entitled to put in place insurance that protects ratepayers 
against major losses, and recover those insurance premiums from 
ratepayers. The Panel understands Superior's position to be that it intends to 
continue to self-insure up to the $250,000 per incident, and presented the 
Zurich quote as a proxy for the value of self-insurance. The Panel is satisfied 
that the quote from Zurich is a reasonable basis upon which to establish the 
imputed value of the insurance coverage, and therefore approves the $22,500 
amount for this line item." (emphasis added) 

Seascapes submits that the Commission erred in fact in that it determined the 
Zurich quote to be a reasonable basis to establish the value of the insurance 
coverage and provided no reasons as to how and why it was 'reasonable' and why 
the Commission was 'satisfied'. In addition, the Commission erred in fact in stating 
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the applicant's future intent to continue to self-insure with no evidence to support 
this. 

To the second point, Seascapes can find no evidence to substantiate the correctness 
of the Commission's 'understanding' that Superior intended to self-insure and 
presented the Zurich quote as a proxy for the value of self-insurance. Seascapes has 
reviewed the application, the information request responses and Superior's 
arguments to support the Commission's "understanding" that Superior put the 
insurance quote forward as a proxy and can find no reference to where this is 
confirmed. Therefore, it is Seascapes position that the Panel erred in fact by making 
an assumption as to intent that was not supported in evidence. 

More importantly, the Panel continued and stated that it considered the quote a 
reasonable basis upon which to establish the imputed value of the insurance 
coverage. Seascapes submits that the Commission erred by failing to follow the cost 
of service model it has chosen to rely upon in this proceeding and also erred by 
accepting the Zurich quote as reasonable basis on which to impute the value of 
insurance coverage. 

Reliance on the cost of service model 

A fundamental principle underlying the cost of service model is that a utility has the 
right to recover prudently incurred costs. This gives Superior the right to recover 
costs it has actually made or expects to make. Seascapes understand and accept this 
principle. However, we submit it has been incorrectly applied in this instance. The 
only costs that Superior will incur or expect to incur are those payments for claims it 
has actually made as a result of being self-insured. Seascapes submits that under 
cost of service it is only these actual or expected costs that Superior has a right to 
recover. 

Seascapes submits there is regulatory practice on how self-insurance expenses are 
accounted for in cost of service models. The Ontario Energy Board in its 2006 
Electricity Distribution Rate Handbook has developed policy on the handling of the 
self-insurance which includes these elements and may provide some guidance. 
Seascapes submits that a reliance on an insurance quote that was never intended to 
be purchased as the Commission has done has no bearing on actual costs and cannot 
be reasonably relied upon under cost of service regulation. A more appropriate 
remedy would be to determine the recent historical actual claims costs that have 
been incurred by Superior, determine a reasonable average and charge a prorated 
amount based on the size of Seascapes in proportion to the total business. 

Was the Zurich quote a reasonable proxy for value? 
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The Commission has accepted the Zurich quote as a proxy for the value of the 
insurance provided by Superior to Seascapes residents. Seascapes submits that the 
Commission has erred in a number of areas in making this determination. 

i) Superior has stated that it is self insured up to $250,000 per incident 
(in effect this is its deductible). Of importance is the Zurich policy quote that 
has been submitted by Superior has coverage limits of $2,000,000 for most 
risks. This amount is eight times as large as the self-insurance required. 
Seascapes submits this amount of excess coverage makes it a poor proxy for 
imputed value and cannot be considered reasonable. 

ii) By placing a value on the self-insurance services provided by 
Superior, the Commission is inferring these are costs reflective of the costs of 
providing the service. Yet, the Commission is relying on a quote from Zurich, 
an actual insurance company as a means of determining that value. 
Seascapes submits that this is not appropriate. The quote amount provided 
by Zurich is prepared to not only cover its claims costs which in effect 
Superior is underwriting but also all of it's administrative costs, claims 
management costs of running the insurance company and sales commissions 
as well as a profit margin for its shareholders. If Superior is self-insuring it is 
not required to bear any of these additional costs, as they are a utility not an 
insurance company. Moreover, Superior's administrative costs have already 
been accounted for in other parts of the revenue requirements and charging 
any additional cost would amount to double counting. Seascapes asserts that 
this is "an apples to oranges" comparison and it is unreasonable for Superior 
to be allowed to collect an amount predicated on the full cost recovery 
requirements of an insurance company offering a policy when they are only 
responsible for paying any claims. 
iii) It is not apparent from a review of the Zurich quote what exactly is 
being insured nor is it apparent that Seascapes residents' as customers 
should reasonably be expected to bear these costs. In Seascapes view, the 
Commission should have placed little or no weight on this quote given the 
lack of clarity. 

What constitutes an appropriate remedy for insurance costs? 

Seascapes believes that it has made a prima facie case for reconsideration of the 
Commission's decision regarding the insurance costs to be included in Superior's 
revenue requirements. We would now like to address some options to remedy this 
matter. 
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As discussed earlier, one such option would be to develop a formula based on actual 
self-insurance claims history. This would most correctly base the amount to be 
charged to Seascapes on actual cost experience and satisfy cost of service 
requirements. As such it would likely be the most fair and reasonable remedy but 
might prove difficult to accurately quantify and allocate given the quality of 
evidence provided by Superior in the review of this application. 

Another option would be to determine or have the parties agree on a formula to 
isolate a reasonable estimate of claims costs in proportion to the total insurance 
quote. This could be done using an average of several insurance quotations. 

Oversight of the Cost of Gas 

As stated in its Final Submission, the basis for Seascapes complaint against Superior 
was related to the cost of gas, service related issues and administrative practices.1 
The basis for the Seascapes residents' complaint was a desire to have some 
Commission oversight of the cost of propane gas. This was especially frustrating to 
most residents as unlike your local service station, wholesale propane gas costs are 
not published and there is no way for a consumer to determine whether they are 
being charged an amount that is fair and reasonable and equates to similar 
suppliers. 

Seascapes interprets the Commission's intent in Order G-172-16 is to rely 
completely on Superior or its sister company, Superior Gas Liquids, from whom 
propane gas is purchased, to set the cost of gas. And, as a practical matter, the 
Commission will provide no oversight of the actual gas costs Seascapes customers 
are being charged. 

As Seascapes understands it, this is the only case where the Commission has 
deemed it unnecessary to provide some level of oversight of gas prices. All other gas 
providers are required to go through a review process when the price of gas is to be 
either increased or decreased. Seascapes submits that the nature of the relationship 
between Superior and Superior Gas Liquids from whom it purchases alone would 
suggest that at least some oversight is reasonable. Therefore, Seascapes requests the 
Commission reconsider this direction and modify it to allow some level of 
Commission oversight while doing so in a cost effective manner. 

1 Seascapes Final Submission, p. 2. 
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Seascapes' proposal to remedy this problem would be to have Superior notify the 
Commission by letter on a quarterly basis of the propane commodity charges to 
Seascapes residents in each of the past three months. The Commission could 
compare this against other regulated entities supplying propane and where an 
anomaly exists, request an explanation from Superior. This would provide comfort 
to Seascapes residents while creating only minimal additional reporting 
requirements for Superior. Seascapes submits it is the right thing to do. 

Proposed Reconsideration Process 

In light of the foregoing, Seascapes seeks a procedural order establishing the 
following: 

• This application for reconsideration and variance shall proceed directly to 
phase two of the reconsideration process. 

• This application for reconsideration and variance shall serve as Seascapes 
submission on the merits of reconsideration. 

• The evidence and submissions filed in the BCUC proceeding shall form the 
evidentiary record for reconsideration purposes. This record can be added to 
during this reconsideration proceeding. 

Given the time that has lapsed since the beginning of the proceeding Seascapes 
respectfully asks that a process be developed to deal with this matter expeditiously . 
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Commercial General Liability

Quote Version 1

This quotation constitutes Zurich Insurance Company Ltd offer of coverages and terms, which may differ from the coverages and terms requested or within the expiring policy. Please review this quotation in its entirety and note unless otherwise acknowledged in writing by Zurich Insurance Company Ltd, the terms and conditions of this quotation form the basis on which the policy is issued. As this quotation is our offer on intent to provide coverage, it is subject to the Zurich Global Corporate wording until such time as an agreed wording has been implemented.



1. Details



1.1 Insurer and Relationship Details



Zurich Insurance Company Ltd

P.O. Box 290, Suite 5500

100 King Street West

Toronto   ON   M5X 1C9   Canada

Contact Name:       Sally Palmeri

Title:                       Casualty Underwriter



Telephone:             416 586-2736

Mobile:                   647 297-2559

Fax:                       416 586-2939



Email:                    sally.palmeri@zurich.com



1.2 Insured



1.2.1 First Named Insured



Superior Propane

6750 Century Avenue, Suite 400

Mississauga   ON   L5N 2V8   Canada



1.2.2 Additional Named Insureds



And/or subsidiaries thereof and/or companies over which the above Insured’s exercise financial or management control as they now exist or may hereafter be created.



1.2.3 Business Description



Operation of the propane distribution system for the 100 unit strata development property called

Seascapes in West Vancouver, British Columbia.



1.3 Broker



Marsh Canada Limited

Christina Leung
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1100 222 - 3rd Avenue SW Calgary   AB   T2P 3G2   Canada



1.4 Period of Insurance



Inception



November 25, 2015

At 12:01AM Standard Time at the address of the First Named Insured



Expiry



Employee Benefits Coverage Retroactive Date



November 25, 2016

At 12:01AM Standard Time at the address of the First Named Insured

November 25, 2015



1.5 Zurich Share



100 %



2. Cover



2.1 Liability Insurance



Commercial General Liability



2.2 Conditions

In compliance with the Insurance Companies Act (Canada) and the requirements of the Office of the Superintendent of Financial Institutions, this document is issued in the course of Zurich Insurance Company Ltd’s insurance business in Canada and provides the assurance of the financial strength of Zurich Insurance Company Ltd, AA- rated by S&P, with an equity base in excess of $25 billion USD.



Policy Wording



This policy wording provides the coverages, terms and conditions as it relates to this quotation.



Zurich Standard Wording - Occurrence Form



Territorial Scope



Worldwide as defined in the policy



2.3 Limit of Insurance



		CAD

		$2,000,000

		Bodily Injury and Property Damage Liability



		CAD

		$2,000,000

		Personal and Advertising Injury Liability



		CAD

		$2,000,000

		Tenants Legal Liability



		CAD

		$2,000,000

		Employee Benefits Liability (Claims Made)



		CAD

		$2,000,000

		Employers Liability - Canada Only



		CAD

		$25,000

		Incidental Medical Malpractice



		CAD

		$2,000,000

		Third Party Fire Fighting Expenses
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CAD           $2,000,000  SPF No. 6 Non Owned Automobile

CAD              $100,000  SEF No. 94 Legal Liability for Damage to Hired Automobiles



2.4 Aggregate  Limits  of Insurance



		CAD

		$2,000,000

		Products and Completed Operations Hazard



		CAD

		$5,000,000

		General Aggregate (other than Products and Completed Operations Hazard)



		CAD

		$2,000,000

		Employee Benefits Liability Aggregate







2.5 Insured's Deductibles per Occurrence



Deductible is included within the limit of insurance, is reimbursable.



		CAD

		$10,000

		Bodily Injury and Property Damage



		CAD

		$10,000

		Personal and Advertising Injury Liability



		CAD

		$10,000

		Tenants Legal Liability



		CAD

		$10,000

		Employee Benefits Liability (Claims Made)



		CAD

		$10,000

		Employers Liability - Canada Only



		CAD

		$1,000

		SEF No. 94 Legal Liability for Damage to Hired Automobiles



		CAD

		$10,000

		Third Party Fire Fighting Expenses







2.6 Allocated Loss Adjustment Expenses



In addition to the Limit of Insurance.



2.7 Policy Coverages



(Please refer to the policy wording for all coverages)



Bodily Injury and Property Damage Employee Benefits Liability (Claims-Made) Employers Liability Coverage

Incidental Medical Malpractice Coverage



Medical Expenses



Newly Acquired or Formed Companies Owners or Contractors Protective Personal and Advertising Injury Separations of Insureds, Cross Liability Tenants Legal Liability

Third Party Fire Fighting Expenses

Vendors Liability Coverage

Voluntary Compensation - As per Schedule of Benefits

SPF No. 6 Non Owned Automobile

SEF No. 94 Legal Liability for Damage to Hired Automobiles
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SEF No. 99 Excluding Long Term Leased Vehicles



2.8 Policy Exclusions

(Please refer to the policy wording for all exclusions) Absolute Asbestos Exclusion

Abuse Exclusion Aircraft Exclusion Automobile Exclusion

Bodily Injury to an Employee - Except where provided by Employers' Liability



Contractual Liability



Damage to Impaired Property or Property Not Physically Injured Damage to Property (Care, Custody & Control Exclusion) Damage to the Insured's Product

Damage to the Insured's Work



Electronic Data Exclusion

Employment Related Practices Exclusion

E.R.I.S.A. Exclusion

Excluded Products and Substances (e.g. HIV, DES, Tobacco Products, Therapeutic Diagnostic

Products)

Expected or Intended Injury Fungi or Spores Exclusion Nuclear Energy Liability

Pollution Exclusion - Hostile Fire Exception



Professional Services Exclusion



Recall of Products, Work or Impaired Property



Terrorism Exclusion

Violation of Legislative Acts, Guidelines, Directives and Other Laws Exclusion

War Exclusion



Watercraft



Workers' Compensation



Exclusion - Designated Entity(ies) and Operations - Superior Propane, with exception of operations pertaining to the propane distribution system for the 100 unit strata development property called Seascapes in West Vancouver, British Columbia



2.9 Amendments and/or Endorsements



Claims Series Clause

Employers Liability Coverage - Canada Only

Statutory & General Conditions



3 Premium
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3.1 Premium  CAD   $22,500



Minimum Premium:               $11,250  CAD



Minimum Retained

Premium:



$11,250  CAD



3.2 Taxes



Please note that the premiums shown above include taxes and duties.



3.3 Other Fees



NIL



3.4 Brokerage



NIL



3.5 Premium Payment Terms



45 Days from Policy Inception Date



4 Other Conditions



4.1 Cancellation



90 Days except for non-payment of premium



4.2 Binding Conditions/Subjectivities



In the event of binding this quotation and in the interest of avoiding stacking of limits,  we will proceed to issue an Exclusion on the Superior  Plus Corp. liability Insurance  Program for the operations as outlined in this quotation (per section  1.2.3 business description abovementioned).



4.3 Claims Handling



Zurich Insurance Company Ltd



4.4 Additional Documents Attached



There are no additional documents attached.
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5 Validity  of the Quotation



This quotation is valid until: November-24-15



It is a condition of this quotation that in the event of any material change in risks, including reporting of any claims or circumstances that could give rise to a claim prior to the effective date of the subject policy, Zurich Insurance Company Ltd reserves the right to amend any term or condition of this quotation

including withdrawal of this quotation in its entirety.



This quotation is strictly conditional upon no material change in the risk occurring between the date of this quotation and the inception date of the proposed policy.  In the event of such change in risk, the Insurer may in its sole discretion, whether or not this quotation has been already accepted by the Insured, modify and/or withdraw this quotation.



Data Sharing Consent



In order to provide a seamless insurance service globally, Zurich may transfer any data Zurich has received from and any data it holds on the policyholder to other units of Zurich Insurance Group Ltd, such as branches, subsidiaries, or affiliates within Zurich Insurance Group Ltd, cooperative partners of Zurich Insurance Group Ltd, coinsurance and reinsurance companies located in the country of the policyholder

or abroad.  The recipient(s) will be required to maintain the confidentiality of the data to the same degree as required of the Zurich party that transferred it.



Zurich as well as such recipients may use, process and store the data, in particular for the purpose of risk evaluation, policy execution, premium setting, premium collection, claims assessment, claims processing, claims payment, statistical evaluation or to otherwise ensure Zurich’s global insurance service delivery.



If a broker or agent is acting on behalf of the policyholder, Zurich is authorized to use, process and store data of the policyholder received from such broker or agent, and to forward to such broker or agent data of the policyholder relating to the execution of the policy and the collection of premiums and payment of claims.



Zurich may procure data from government offices and third parties relating to the policyholder to assess a claim in the event of loss or damage.



Contact the Zurich Privacy Officer for further information on foreign service providers or other aspects of this clause at  compliance.zurich.canada@zurich.com



November 20, 2015                                            







Date                                                               Zurich Insurance Company Ltd

Authorized Representative
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