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Attention:  Patrick Wruck, Commission Secretary Our File: 23841/0178

and Manager, Regulatory Support
Dear Sirs/Mesdames:

Re:  Creative Energy Vancouver Platforms 2018 — 2012 Revenue Requirements ~ Project
No. 1598938 (the “Application”)

We are counsel to the Commercial Energy Consumers Association of British Columbia (the
“CEC”), a Registered Intervener in this proceeding. Attached please find the first set of
Information Requests of the CEC in accordance with the Commission’s Procedural Order.

The CEC notes that the Application presumes that it is appropriate for Creative Energy to be
regulated in accordance with the TES Guidelines. The CEC submits that it has not been
established by the Applicant that the utility should be treated as a Stream B Ultility under TES
Guidelines and further that it is not established that the utility be regulated by other than Cost of
Service regulation. The CEC submits that for the Commission to properly assess whether the
Applicant should be regulated in accordance with the TES Guidelines, there should be a
comparison to Cost of Service regulation. As a result, the CEC includes information requests
around Cost of Service regulations so that a record can be created to determine whether the
application should be approved and whether the utility should be continued to be regulated, as it
has been since its inception, through Cost of Service regulation.

The CEC is not taking a position on whether the utility should be regulated pursuant to the
Stream B Utility TES Guidelines or Cost of Service, but rather seeks to enable the Commission
to be able to perform a comparison as to whether ratepayers interests are better protected under
one mode of regulation versus the other.

@ INTERLAW MEMBER OF ]N;l'ERLAW, f\N INTERNATIONAL ASSOCIATION
{00967763;1} OF INDEPENDENT LAW FIRMS IN MAJOR WORLD CENTRES


kberezan
New Stamp


March 21, 2018

Page 2 OWEN+BIRD

L, aw CORPORATION

If you have any questions regarding the foregoing, please do not hesitate to contact the
undersigned.

Yours truly,

OWEN BIRD LAW CORPORATION
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cc: CEC
cc: Creative Energy
cc: Registered Interveners
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COMMERCIAL ENERGY CONSUMERS ASSOCIATION
OF BRITISH COLUMBIA

INFORMATION REQUEST #1 TO CREATIVE ENERGY

Creative Energy Vancouver Platforms Inc. 2018-2022 Revenue Requirements
Application - Project No. 1598938

March 21, 2018

1. Reference: Exhibit B-1, page 1 and page 1

This Application is a response to market circumstances and follows the principles established for Stream
B utilities in the TES Guidelines'. The main objective of this Application was to establish a mechanism
for rate-setting purposes other than cost of service regulation. That is, Creative Energy is proposing to
set rates that may not recover the overall cost of service. However, Creative Energy is a Stream B utility
facing significant competitive pressures to retain customers. In these circumstances, Creative Energy
believes the method for setting rates for Steam customers should result in rates that are predictable
over a long period, and are stable.

The rate-setting mechanism proposed in this Application is simple and appropriately simple. Creative
Energy firmly believes that achieving simplicity should now become relevant to, if not the core aim of
rate-setting at Creative Energy. Inrecent processes and decisions, the small size of Creative Energy has
been overlooked as a relevant consideration. (i.e. The Decision approving the 2014 RRA was four pages
long, and the Decision approving the 2016-2017 RRA was eighty-six pages long)

1.1 Please confirm that Creative Energy’s application prioritizes stability, predictability and
simplicity.

1.2 Please confirm that Creative Energy’s rates to customers can be designed to be simple,
stable and predictable under cost of service as well as under several other ratemaking
options.

{00967906;1}



2.

2.1

2.2

2.3
2.4

2.5

3.1

Exhibit B-1, page 2
1.1 The Application

Creative Energy seeks approval of a multi-year mechanism for the years 2018-2022 to be
applied to existing Steam Rates, including approval of Steam Rates for 2018 in accordance with
the IBR mechanism.

Creative Energy believes that the IBR mechanism is an appropriate, reasonable model that will
reduce the regulatory burden of recent Commission processes and decisions while maintaining
safe, reliable, and customer-oriented utility service. The IBR mechanism will increase risks to
the Company, with the benefit of predictable rates for customers for the next five years. In other
words, the IBR mechanism may reduce rate increases below what may be justified based on cost
of service regulation. Creative Energy is nonetheless proposing the IBR in response to
competitive pressures and to reduce regulatory costs,

Please confirm that the IBR mechanism could increase rate increases above what could

be justified based on cost of service regulation.

2.1.1 If not confirmed, please explain why not.

Please identify all the ratemaking options that Creative Energy considered and explain

why they were discarded.

Does Creative Energy intend to stay on IBR indefinitely? Please explain.

If not, please describe Creative Energy’s plans for reverting to cost of service or other

ratemaking alternative.

2.4.1 If Creative Energy intends to periodically or permanently revert to cost of service
or other ratemaking option, please discuss the potential for issues to arise relating
to utility incentives to build rate base during cost of service years and reduce
operating and capital costs during IBR years.

If yes, please provide a full discussion of the long-term consequences of shifting to an

IBR rate on a permanent basis and consider:

2.5.1 Potential impact on customer rates;

2.5.2  Appropriateness of long term departure of rates from cost of service;

2.5.3 Risks of long term service degradation; and

2.5.4 Light regulation of IBR and the risk of the Commission not being engaged
sufficiently in the major initiatives of Creative Energy.

Exhibit B-1, page 2

Creative Energy has not provided cost of service forecasts with this Application, given the
Company's commitment that rate increases for five years will not exceed inflation, and given the
rates are based on 2017 approved revenue requirements. The IBR will provide a sound
framework for rate-making purposes that will permit Creative Energy to focus on the challenges
driven by policy and business environment changes. Unlike PBR mechanisms, the IBR is not
designed to provide incentives to the Company to reduce costs. Such opportunities are limited,
and competitive pressures provide more than sufficient incentives to the Company to reduce
costs.

Please provide a jurisdictional review of other utilities in Canada being regulated by IBR.
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3.4

3.5

3.6

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

-3

Please provide a list of independent resources, with links, reviewing the advantages and
disadvantages of IBR ratemaking.

Please confirm that IBR will create a short term incentive for cost reduction.

Please identify any opportunities for cost reduction that do exist.

3.4.1 Please quantify those opportunities with Creative Energy’s best estimates.

Does Creative Energy expect to keep the same number of workers in the same positions
over the 5 year period? Please explain why or why not.

Does Creative Energy understand that customers expect their utility to be accountable for
justification of their costs and revenue requirements on a regular basis? Please explain.

Exhibit B-1, page 2

Creative Energy’s policy and business environment has changed considerably in the past few
years. In the long-term, there will be considerably more value to customers if employees have
an opportunity to focus on customers service issues and growth opportunities than spending
time in regulatory processes. In short, there is a direct benefit to customers related to having
the utility employees focus on managing the business rather than the regulatory process. This
is especially true in a small utility.

Please elaborate on Creative Energy’s policies and business environment that have

changed considerably in the past few yeats.

On which growth opportunities does Creative Energy intend to focus? Please identify

each growth opportunity and explain how focusing on the opportunity will benefit

customers.

Please identify all the customer service issues that Creative Energy is aware of.

Please identify on which customer service issues Creative Energy intends to focus instead

of dealing with the regulatory process.

Is it Creative Energy’s contention that it has not been able to address customer service or

growth opportunities as a result of the existing regulatory issues?

4.5.1 If so, please identify the customer issues that Creative Energy has failed to
address as a result of the regulatory process and please quantify the benefits
deferred.

4,52 If so, please identify the growth opportunities that Creative Energy has failed to
address as a result of the regulatory process and please quantify the benefits
deferred.

Is it Creative Energy’s contention that it has been unable to manage its business as a

result of the regulatory process?

4.6.1 TIf yes, please elaborate and specify the manner in which Creative Energy has been
unable to manage its business.

Is it Creative Energy’s contention that it will be unable to manage its business in the

future if it is held to Cost of Service ratemaking? Please explain.

Please quantify the cost of the work that Creative Energy has applied to managing the

regulatory process over the last 5 years by month and please relate these costs to specific

regulatory application,

{00967906;1}



5.

5.1
5.2
53

5.4
5.5

5.6

5.7

6.

Exhibit B-1, page 2

The Collective Bargaining Agreement (CBA) expires on December 31, 2017. The union and the
Company are currently negotiating the terms of a new CBA, which may include a term that
matches the IBR term. The operator's salaries represent one of the largest operational expenses.
At the time of filing, the Company does not expect to revise this Application for the new CBA.

Please provide the number of staff and identify the positions affected by the Collective

Bargaining Agreement.

Please provide the total labour costs covered under the CBA for the last 10 years.

When was the last CBA negotiated?

Please provide an overview of the key terms and % increases included in the last CBA.

Please provide the existing CBA if not confidential.

5.5.1 If confidential, please explain why and provide a brief discussion of the main
terms and % increases and confirm that under a confidentiality declaration to the
Commission this can be shared.

Please provide a comparison of the existing labour rates covered under the CBA vs.

equivalent positions for Vancouver, BC and Canada.

Please confirm that the Company will not request relief if its new CBA increases exceed

the inflation contemplated under Creative Energy’s IBR proposal.

5.7.1 If not confirmed please explain why not and discuss what conditions would
trigger Creative Energy to request relief.

Exhibit B-1, page 3 and page 14

1.2 Multi-Year IBR Mechanism

With this Application, Creative Energy hopes to restore consistent, stable rates to customers for
a five-year period. Heating represents a major operating expense to many of Creative Energy's
customers, and Creative Energy has received an increased number of customer calls regarding
rate increases. With this Application, building managers and strata councils can with more
certainty plan and budget. In particular, approving a 5-year application will provide customers
with more rate predictability for long-term customer budgets.

Creative Energy is a small company with a hands on approach to customer
service. If a customer has a question or complaint, they can call our front desk
to talk to our Admin staff, or they can call or email our Operations Manager
directly. On average, Creative Energy receives about 10-15 customer calls per
month, We respond to all customer service inquiries within 24 hours if not
immediately. As a small company, we pride ourselves on being able to put a face
and a name behind our services. These customer requests and their respective
solutions are logged and recorded in our monthly Operations report, which is
received by all members of the company at the end of each month. This keeps
the whole company accountable to our customers, and aware of any and all
issues that may occur.

{00967906;1}
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6.3

7.1
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8.1

8.2
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Please provide Creative Energy’s rates and revenue requirements for each year over the
last 20 years.

Please provide a graph depicting Central Heat/Creative Energy rates over the last 20
years and overlay the cost of natural gas.

Please provide a table for each of the last 10 years identifying the number of customer
calls and a summary of gist of the types of complaint. Please discriminate between a
concern regarding rising rates and rate instability.

Fxhibit B-1, page 3
While a COS approach has been effective in the past, Creative Energy would like to set rates for
longer periods of time, and under COS it is impractical to do so, The approach Creative Energy
is seeking approval for would allow Creative Energy to set a component of the rates for a 5-year
period reducing the regulatory commitment that has burdened Creative Energy over the
previous 4 years. The shift to IBR for 5 years requires Creative Energy to manage costs as well
as loads to ensure a fair return.

Moving to a five-year application period rather than two or three years would allow more time
to be focused on streamlining operations and improving customer service. Creative Energy's
core steam system has been operating for almost 50 years, and costs have stabilized over time.
Our system is currently operating in a steady state environment, with no large changes
forecasted for the next five years.

Please discuss why it is impractical to set rates for longer under Cost of Service
ratemaking.

Please confirm that if the company is operating in a steady state and has no large changes
the Cost of Service revenue requirements applications could be much simpler than the
applications that Creative Energy has recently brought before the Commission.

Exhibit B-1, page 3

IBR assumes that operational and service costs will remain stable over the proposed 5 years of
the IBR mechanism, which incentivizes the utility to keep costs down so that the forecasted
revenue requirement is not exceeded. If the revenue requirements increase faster than inflation,
the utility will earn a lower rate of return or even have a net loss of revenue.

Please confirm that if the revenue requirements increase slower than inflation, the utility
will earn a higher rate of return than planned for in its IBR.

Please confirm, or otherwise explain, that Creative Energy would not be appropriately
pursuing the IBR if it believed that it would not be to the sharcholders’ benefit.

{00967906:1}
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9.6

10.

10.1

10.2

10.3

10.4

Exhibit B-1, page 3

The IBR must continue to confer an opportunity to earn a fair return. The IBR assumes the
Company will continue to provide the same or a better level of service. Creative Energy has
approximately 200 customers, a loss of even one of those customers, is significant to Creative
Energy. As a result, there is no need for any regulatory oversight, or regulatory penalties
resulting from a degradation of service, to ensure the level of service continues under the IBR.
Creative Energy will respond to customer service requirements, and if necessary, such response
may affect the opportunity to earn a fair return.

Please provide a detailed overview of the competition that Creative Energy faces.

Please discuss all the alternatives that are open to customers of Creative Energy.

Please provide a quantitative estimate of the costs that an average commercial customer
would need to undertake to switch to each alternative for service.

Please elaborate on the impact to Creative Energy if a customer is lost, including the
impact on rate of return. Please provide examples with quantification.

How would the loss of a significant customer impact customer rates? Please explain and
provide examples with quantification.

Please explain how the ‘opportunity to earn a fair return’ could be impacted as a result of
responding to customer service requirements.

Exhibit B-1, page 4 and Creative Energy 2016-2017 RRA-RD Decision

1.3  The TES Guidelines

Creative Energy has always used a Cost of Service Energy (COS) methodology for determining
Steam Rates. During the 2016-2017 RRA proceeding, FAES argued that the COS ratemaking
mechanism, as stated in Section 2.4.4 of the TES Guidelines, should be considered as a methaod
of last resort. Because Creative Energy Steam Service had been regulated on a COS basis prior
to the TES Guidelines being released, the Panel found it reasonable to continue under this
regulation®. Nevertheless, this Application now follows the TES Guidelines,

® Creative Energy 2016-2017 RRA-RD Decision, p.9.

Please confirm or otherwise explain that the ‘Creative Energy 2016-2017 RRA-RD
Decision’ being referenced is Decision and Order G-167-16.

10.1.1 If not confirmed, please provide the relevant Decision.

Please provide the TES Guidelines that are applicable to Creative Energy and provide an
overview of where Creative Energy has met each of the requirements.

Please discuss the differences in the application that Creative Energy would have
provided under Cost of Service regulation and the TES application it is now providing.
Please confirm that Creative Energy argued in the 2016-2017 RRA-RD application that
relying on findings in previous Commission decisions is a reasonable approach to take
and further than any utility would want prior approvals included on the record and that
not-rearguing rate parameters which have already received approval is a rational
approach.

{00967906;1}
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10.5 Has Creative Energy requested or received prior approval from the Commission to
change to a TES application? Please explain.

10.6  Please provide an estimate of the costs of this application.

10.7 Should Creative Energy shareholders bear the cost burden of this application if the
Commission does not agree to TES regulation and requires a Cost of Service application
instead? Please explain why or why not.

11.  Exhibit B-1, page 1 and 5

Creative Energy is small, and the regulatory parameters and processes that are established for Creative
Energy should recognize its size and its market circumstances. It is time that once again proportionality
becomes the guiding principle for rate-making purposes at Creative Energy. With this Application,
Creative Energy is assuming significant risks over a five-year period to enable much greater simplicity
for rate-making purposes. Simplicity that the Commission contemplated in the TES Guidelines.

All past rates processes have been the subject of a written hearing process (i.e. 2007, 2014,
2015-2017 and 2016-2017). Creative Energy submits that a written hearing process is
appropriate. Inthe past, Creative Energy reasonably expected that its applications would attract
no or very limited participation by customers. That continues to be true. However, interveners,
after almost forty years, began to be active participants in Creative Energy processes with the
NEFC proceeding. In that proceeding, Creative Energy sought approval for a franchise
agreement that would have facilitated the development of a new low carbon energy source, in
part, by reducing load uncertainty.

Creative Energy no longer believes that active participation in its rates proceedings by
interveners can be justified given the cost of such participation relative to the annual revenues
of Creative Energy.  Specifically, the rate increase requested in this application will increase
revenues, if approved, by approximately $210,000. The cost of intervener participation in the
2016-2017 RRA review was approximately $50,000 or 25% of the increase in revenues the
Company is seeking approval for in 2018, The total cost of the 2016-2017 RRA proceeding, not
including internal time, was approximately $170,000, or approximately 85% of the increase in
revenues proposed in this Application. Creative Energy respectfully submits that now is the
time for the Commission to return to past practices for the review of applications from small
utilities like Creative Energy. In particular, proportionality should once again become the
overarching consideration in establishing the review process.

It is not in the public interest for the Commission to establish a process that is likely to result in
costs that are going to be very close to the proposed revenue increase. Moreover, Creative
Energy submits that the additional costs of intervener participation are costs that are not
necessary to ensure an efficient and effective regulatory review of this Application,  Creative
Energy believes that customers can rely on staff participation in the review of the Application to

11.1 Please identify when proportionality was established as the ‘Guiding Principle’ for
ratemaking and the overarching consideration in establishing the review process and
provide evidence to support these statements.

11.2 Please identify when proportionality ceased to become the Guiding principle or
overarching consideration in the review process.

11.3 Was Creative Energy operating under Cost of Service during the time in which the
review was proportional to its size? Please discuss.

{00967906;1}
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13.
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11.3.1 Ifnot, please describe the review process that Creative Energy considers to have
resulted in ‘proportionality’.

Please confirm that intervener and total costs of the RRA applications are directly related

to the level of concern held by the Commission and interveners regarding the application

and to the quality of the application.

11.4.1 If not confirmed, please explain why not.

Please confirm that the purchase of Central Gas and the development of the NEFC

represented major departures from Creative Energy’s historical business as usual

operations.

Does Creative Energy agree that contentious projects being developed by a utility deserve

a full public airing? Please explain why or why not.

Please provide an estimate of the internal time and costs for the 2016-2017 RRA.

Exhibit B-1, page 9

3.2 Components of IBR mechanism

3.27  Index
Creative Energy proposes to set the rate change factor using indices, which meet the
following criteria:

1) Indicative of the cost pressures faced by Creative Energy;

2) Published by an independent and reputable office or agency;
3) Transparent and understandable; and

4) Reasonably stable over time.

This is similar to the list of criteria used by Fortis when selecting indices for that
company's Performance Based Ratemaking plan’. While the rate setting approach
requested in the current Application is different from Fortis' current Performance Based
Ratemaking plan, the two rate seiling approaches have similar requirements for
appropriate indices.

For the labour component of the rate change factor, Creative Energy proposes to use
actual average weekly earnings information for B.C. (BC-AWE). This is the same index
and methodology approved by the Commiission for use in Fortis” PBR plan®, For each

Please confirm that Fortis’ X factor and other components of its ratemaking formula do
not allow permit the Company to simply receive an annual rate change adjustment based
on inflation and keep any benefits.

Please provide quantifiable evidence of the future costs faced by Creative Energy.

Please provide Creative Energy’s best 5 year forecasts for each line item in Operations
and Maintenance expense.

Please provide Creative Energy’s best 5 year forecasts for Municipal Access fees.

Please provide Creative Energy’s best 5 year forecasts for Fuel, Fuel recovery and Net
Fuel.

Please provide Creative Energy’s best 5 year forecasts for all taxes.

Exhibit B-1, page 10 and 11

{00967906;1}



13.1

For Creative Energy's new rates as of January 1, 2018, the labour component of the rate
change factor would be:

[Average BC—AWE value from July 2017 through June 2018] 1
[Average BC—AWE value from july 2016 through June 2017}
%.

, expressed as a

For the current application, the labour component of the rate change factor is 1.71%¢.

For the non-labour component of the rate change factor, Creative Energy proposes to
use actual CPl information for Vancouver (Vancouver-CPl). This is the same
methodology approved by the Commission for use in Fortis' PBR plan, and a simitar
index’, Fortis’ approved PBR plan uses BC-CPI, not Vancouver-CPl. Creative Energy
proposes to use Vancouver-CPl as it is more reflective of the unique cost pressures
faced by a business which operates entirely in downtown Vancouver. Vancouver-CPI
information is based on data from the entire Vancouver metropalitan area, which is
roughly contiguous with the boundaries of Metro Vancouver®,

For each year's rate adjustment, Creative Energy will use the change in the average level
of the index over the most recent August-July period, relative to the average level of the
index over the prior August-July period. For the current application, the non-labour
component of the rate change factor would be:

[Average Vancouver—CPl value from July 2017 through June 2018]

[Average Vancouver—CPI value from July 2016 through June 2017)
expressed as a %,

For Creative Energy's new rates as of January 1, 2018, the non-labour component of the
rate change factor is 1.98%?, Based on the campany-specific weighting of the labour and
non-labour components of the rate change factor, the rate change factor is 1.84%:

1.71% + 63% + 1.98% » 47% = 1.84%.

Please provide all the input details for the calculation of the 53% and 47% for Labour and
Non-Labour component or identify where it is included in the application.

(009679061}
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14,  Exhibit B-1, page 11-12 and page 12

3.2.3 Capital
Included in the IBR Revenue Requirements are the 2017 costs of financing rate base. The
IBR mechanism assumes the 2017 costs of financing rate base, adjusted for inflation,
are fair and reasonable based on historical capital expenditures. The capital
expenditures over the past seven years have been on average $1.1M. See Table 1 below.

Table 1- Average Capital

2011 2012 2013 2014 2015 2016 2017
Capital Additions 1,161,000 769,000 1,233,000 692,000 957,000 1,507,000 1,270,000
5 Year Rolling Average 974,000 1,044,000 1,144,000
Average of line 2 1,054,000

Creative Energy believes the approved capital expenditures of $1.27 million in 2017,
adjusted for inflation, are a fair and reasonable basis to determine the Base IBR Capital
for the period 2018-2022, Under all rate-making approaches other than cost of service,
incorporating capital mechanisms into the rate-making approach has been difficult. In
particular, defining base capital criteria to determine whether future capital
expenditures are base capital has been difficult. Fortunately, Creative Energy does not
anticipate capital expenditures other than base capital expenditures, with the exception
of, capital expenditures related to energy sources, including the existing plant. Those
types of capital expenditures would be fumpy and would require a CPCN. For that
reason and because Creative Energy is small, Creative Energy does not propose base
capital criteria. In the future, if a capital project exceeds what Creative Energy considers

base capital, then Creative Energy will seek approval for such capital expenditures
before committing to the capital project.

Creative Energy has left a “Base IBR Capital” amount in the IBR rates to cover
regular capital additions to the System. Regular capital additions include boiler
upgrades to the plant and to the manholes within the distribution system. The
boiler upgrades include control upgrades, back up and redundancy
instrumentations. The distribution capital additions pertain to restoration of
several manholes.

The “Base IBR Capital” is the full, approved capital amount from 2017, as
outlined in section 2.2. As the Base Capital has been relatively consistent during
the previous 5 years, Creative Energy determines this should be included in the
IBR formula going forward.

14.1 Please confirm or otherwise clarify that the Capital Additions cited above are Capital
Additions to rate base and not capital expenditures prior to making a capital addition to
rate base.

142 Please provide capital expenditures for the last 10 years broken down by the top five
major projects.

14.3  Please confirm, otherwise explain, that Creative Energy is not proposing to factor capital
expenditures into its revenue requirement through increases in rate base and cost of
capital including return on equity and interest costs.

14.4  Please confirm, otherwise explain, that Creative Energy is not proposing to factor capital
expenditures into its revenue requirements through changes to its depreciation as a result
of changes to rate base.

{00967906;1}
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15.  Exhibit B-1, page 11 and page 12
This inclusion of major capital projects in the customer rates would be done
through the submission of a CPCN application to the BCUC.

Creative Energy proposes the following criteria to determine if a CPCN
Application is required:

1. The project is likely to generate significant public concerns;

2. Creative Energy believes the project is outside of the business as usual
capital projects; or

3. The Commission deems necessary for a CPCN application regardiess of the
criteria.

Capital projects approved by a CPCN will be outside of the IBR mechanism and
recovered outside of the IBR Rate. There will be no re-basing during the 5-year
IBR period, Annual costs associated with excluded, approved capital projects
(depreciation, financing, etc.) will be divided by the 2017 load forecast 1o arrive
at rate amounts that will be added to the IBR Rate.

15.1 Would costs related to a CPCN necessarily be treated as extraordinary to the base capital,
or could the CPCN-related expenditures be included in base capital at the discretion of
the Commission? Please explain.

15.2  Please explain why Creative Energy does not propose a materiality threshold.

15.3  If the Commission were to approve a materiality threshold, please provide a dollar figure
that Creative Energy would deem to be appropriate and explain why.

15.4 Does Creative Energy have any projects currently contemplated that would likely fall into
any of the categories listed above?

15.4.1 If yes, please provide details of each, and quantification of expected capital and
other expenses.

16.  Exhibit B-1, page 13

3.2.3.2Earning Sharing Mechanisms

The Company does not propose an earnings sharing mechanism (ESM) as part
of 1BR. The primary purpose of an ESM is to share earnings with customers that
deviate in a meaningful way (positive and negative) from the levels of earnings
associated with the approved ROE. As noted above, the Company does not
expect to achieve meaningful operating efficiencies and is not proposing the IBR
in order to provide an incentive to achieve operating efficiencies. Moreover, the
Company does not expect customer growth that will result in earnings that
deviate in a meaningful way from the levels of earnings associated with the
approved ROE.

16.1 Please explain why in Creative Energy’s view, customers should not participate in any
benefits that Creative Energy shareholders receive as a result of any savings it achieves.

{00967906;1}
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17.  Exhibit B-1, page 13

The reasons outlined in the X-factor paragraph apply to this scenario as well;
Creative Energy is a 50-year-old system that has reached steady state.
Operations and Maintenance costs are not expected to fluctuate significantly,
and if anything, they will increase due to the replacement of equipment as the
system ages further, It is unlikely that there is any cost savings to be found in
the O&M budget, and therefore a low probability of unexpected overall savings.

17.1  Please identify the x-factor paragraph to which Creative Energy is referring.

18.  Exhibit B-1, page 14

3.2.4 Continuous Customer Service Quality

Vancouver’s thermal energy market is a competitive one. Buildings in downtown
Vancouver have multiple options of heating suppliers, and can also easily build
their own standalone networks if none of the existing suppliers satisfy their
requirements. With low gas prices, Creative Energy has found it increasingly
difficult over the past few years to compete with on-site solutions such as high
efficiency natural gas boiler systems. Creative Energy's cost of service is
regularly compared strictly to gas bills, making our service appear much more
costly to users. There is no regulation saying that buildings must connect to
Creative Energy’s system, and so both customer acquisition and customer
retention is based on the quality of service we can deliver. It is for this reason
that service quality will not be affected with the switch from COS rates to IBR.
Customer service has always and will always be a core value at Creative Energy,
and will be unaffected by our rate-setting mechanisms, As a company, we
cannot afford to sacrifice customer service as a way to reduce costs and
increase earnings, as it would lead to a loss of customers and therefore loss of
earnings.

Creative Energy is a small company with a hands on approach to customer
service, If a customer has a question or complaint, they can call our front desk
to talk to our Admin staff, or they can call or email our Operations Manager
directly. On average, Creative Energy receives about 10-15 customer calls per
month. We respond to all customer service inquiries within 24 hours if not
immediately. As a small company, we pride ourselves on being able to put a face
and a name behind our services. These customer requests and their respective
solutions are logged and recorded in our monthly Operations report, which is
received by all members of the company at the end of each month. This keeps
the whole company accountable to our customers, and aware of any and all
issues that may occur.

18.1 If the Commission were to require Service Quality Indicators, what SQI would Creative
Energy deem to be appropriate. Please provide a list and provide a reason for each.

182  Please provide a discussion of the types of service issues that arise.

183 How can the Commission determine that adequate maintenance is being undertaken
during the proposed IBR period?

{00967906;1}
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19.  Exhibit B-1, page 15

3.2.6 Review

Creative Energy is not proposing any annual reviews during the 5-year period,
Because the main driver of the IBR mechanism is to decrease the regulatory
burden associated with rates, Creative Energy sees an annual review as
counterproductive.

During the period of the IBR plan, Creative Energy will need to manage the risks
associated with the plan to ensure neither the Utility nor the Customers are
negatively impacted by the mechanism. It will be up to Creative Energy to review
actuals frequently and make adjustments as necessary to operations,
maintenance, and load where possible, to stay within the [BR Revenue
Requirements.

ltems outside of the IBR formula will have to be reviewed annually to adjust the
non-{BR portion of the rates. See Section 6.

fn summary, the IBR proposal provides limited rate relief, and avoids the need to
file a detailed cost-of-service application.

6.0 Deferral Accounts

6.1  Previous Variances

As directed by the BCUC!, a comprehensive explanation for each deferred expense item is listed
below, as well as the reasoning behind any variance between the approved and actual amounts.
As the 2017 numbers have not yet been finalized, only the 2016 variances will be described in
detail in this report, and the 2017 variances will be outlined in the next rate application that
addresses deferral accounts. Creative Energy has two deferral accounts: the Third Party
Regulatory Costs Deferral Account (TPRCDA) and the Pension Baseline Expense Deferral
Account.

19.1 Please list all items that will be treated outside the IBR formula and provide a brief
statement as to why it should be outside the formula.
19.2  How does Creative Energy propose to deal with extraordinary windfalls? Please explain.

20,  Exhibit B-1, page 15

3.2.5 Off-ramps
Other companies have proposed formal Off-Ramps that are triggered by both
financial and non-financial indicators. A Mid-term Review is required to review
these indicators, in which case a decision could be made to abandon the cost
mechanism If deemed necessary. While the value of a formal checkpoint of
assessment is understood, a mid-term review would mean that a full
assessment of the IBR mechanism would occur after two or three years. This
extra financial burden removes the main incentive of implementing an IBR
mechanism in the first place, which is to reduce the amount of regulatory work
to be completed by Creative Energy and moving to a 5 year application period
rather than every 2 or 3 years, We are a small company with limited manpower,
with no staff members dedicated solely to regulatory applications. Decreasing
the amount of time spent on this type of documentation is a priority, and so a
Mid-Term Review is not being proposed. Similarly, the indicators reviewed in
these sessions are related to the SQls mentioned above, which Creative Energy

is not intending to implement, Therefore, a formal Off-Ramp is not part of this
proposal.

20.1 Does Creative Energy have the right to recover its regulated return on equity if it does not
do so during the 5-year period? Please explain.

{00967906;1}
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20.2 Under what circumstances (other than CPCNs) would Creative Energy apply to remove
the IBR and/or have adjustments made to its Revenue Requirements?

21.  Exhibit B-1, page 16

3.2.6 Review

Creative Energy is not proposing any annual reviews during the 5-year period.
Because the main driver of the IBR mechanism is to decrease the regulatory
burden associated with rates, Creative Energy sees an annual review as
counterproductive,

During the period of the IBR plan, Creative Energy will need to manage the risks
associated with the plan to ensure neither the Utility nor the Customers are
negatively impacted by the mechanism. It will be up to Creative Energy to review
actuals frequently and make adjustments as necessary to operations,
maintenance, and foad where possible, to stay within the |IBR Revenue
Requirements.

Items outside of the IBR formula will have to be reviewed annually to adjust the
non-1BR portion of the rates. See Section 6,

In summary, the |BR proposal provides limited rate refief, and avoids the need to
file a detailed cost-of-service application.

21.1 What would Creative Energy expect the costs of an annual or mid-term review to be?
21.2  Please provide a list of the pros and cons of an annual and mid-term review.

22.  Exhibit B-1, page 17

4,0 Demand Forecast

Creative Energy will be taking load forecast risk on the IBR Rates for the 5-year period of this
Application, The approved 2017 load forecast, submitted as part of the 2016-2017 Application, will
be used in the determination of rates when necessary for the 5-year period of the IBR. There are
currently no new customers anticipated to cannect to the steam system in the next two years, and
no knowledge of any significant changes to individual customers loads. This will give Creative
Energy increased incentive to approach new customers in order to maintain and potentially grow
the load. Because Creative Energy is bearing the load risk for the 5-year period, it is fair that
exceeding the load forecast should benefit the utility.

For rate-making purposes related to excluded capital and deferral accounts, Creative Energy
proposes to use the 2017 load forecast for the five year IBR mechanism. There has beena declining
trend for five years in loads and customer growth, with the exception of the 2016-17 winter. For
that reason, during the five years of the [BR mechanism, Creative Energy does not expect significant
changes in loads. Further, any changes in loads are not expected to result in a material change to
rates as compared to using the 2017 load forecast, given the limited use of the 2017 load forecast
proposed in this Application.

22.1 Please elaborate on the ‘load forecast risk’ for the IBR rates for the 5-year period and
how a move of 1% in either direction (ie. Greater load or lower load) would affect
Creative Energy’s profitability and Creative Energy’s Return on Investment.

222 Please discuss what factors will contribute to upside and downside risk.

{00967906;1}
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23.  Exhibit B-1, page 18

5.0 Fuel Costs

Creative Energy was directed in Order G-167-16 to amortize the balance of the Fuel Cost
Stabilization Account (FCSA) over a 2-year period should the balance exceed +/- 5% of the
previous 12-months fuel costs®®, The balance in the account is to be reviewed bi-annually, and
therefore it is unlikely the amount required to be amortized would be greater than $100,000. Due
to the relatively small amount, Creative Energy requests a varlance the amortization period be
shortened to a 1-year period, Other than the shortened amortization period, Creative Energy is not
requesting any changed to the FCAC and will continue to manage the FCAC and the FSCA, as
directed in Order G-167-16.

10 creative Energy 2016-2017 RRA-RD Decision, p.30

23.1  Please provide a discussion of the FCAC including the full name of the account.
23.2  Please provide a discussion of the Fuel Cost Stabilization Account.

23.3  Please provide historical balances in both accounts for the last 10 years.

23.4  Please provide a discussion of the FCSA.

24,  Exhibit B-1, page 19

6.0 Deferral Accounts

6.1  Previous Variances

As directed by the BCUC", a comprehensive explanation for each deferred expense item is listed
below, as well as the reasoning behind any variance between the approved and actual amounts.
As the 2017 numbers have not yet been finalized, only the 2016 variances will be described in
detail in this report, and the 2017 variances will be outlined in the next rate application that
addresses deferral accounts. Creative Energy has two deferral accounts: the Third Party
Regulatory Costs Deferral Account (TPRCDA) and the Pension Baseline Expense Deferral
Account.

24.1 When will the next rate application be that addresses deferral accounts be provided?

{00967906;1}



25.  Exhibit B-1, page 31 and Appendix 1, Schedule 14

Accordingly, the Panel determines there is a need
to establish processes to manage the FCSA
allowing it to function in a manner more typical of
a Commission approved deferral account,

-16-

Currently managing as directed,
aside from Step 1as the 0.41

cents per one million Btu of fuel
was removed in the Phase 1rate

30

Accordingly, the Panel directs the following:

1, The base cost of 0.41 cents per one million Btu
of fuel will continue to be recovered through the
Steam Rate portion of the tariff until such time as
the Commission approves an alternative handling
methodology.

design application,

2. The remalining fuel cost for each test period will
continue to be recovered through the FCAC.

3. The FCAC must be approved by the
Commission and will be made up of the following
two elements;

(i) the Fuel Cost; and
(ii) Amortization of the FCSA.

4. Starting January 1, 2017, the Commission will
set the Fuel Cost for each year, as part of the
revenue requirements application, as follows:

[(Total annual Fuel Cost forecast approved by the
Commission in the revenue requirements
application) - (annual $0.41 Base Cost recovered
as part of the revenue requirements)] divided by
(the Commission approvad annual load forecast).
5, Starting January 1, 2017, any positive or
negative variances between forecast Fuel Costs
and actual Fuel Costs (including any variance
between the forecast and actual Base Cost
volume), are to be captured in the FCSA.

CREATIVE ENERGY VANCOUVER PLATFORMS INC,
STEAM 2016-2017 REVENUE REQUIREMENTS APPLICATION
FUEL COST - BASE CHARGE

2011 2012 2013 2014 2045 2015 216 2087
line #  item Actual Actuat Actual Actual Approved Unzudited Forgrast Forecast

f Enargy Consumed (MM BTU) | 1,695,090 | 1,522,205 | 1,741,380 | 1,657,508 | 1,728,902 | 1,258,916 | 1,704,248 | £74d,042 |
2 Base Charge per MM BTU B 041(s 041 {3 041l 04115 041§ 0415 04115 041}
3 Base Charge Recovered Through Tariff 5 776,387 § 747,104 & 713986 $ $74,578 5 703,850 § 516,156 695000 § .

b 53,000

s 743,000

25.1 Please provide a discussion of the $0.41 removal of Step 1 in the Phase 1 rate design and
describe the change to methodology for accounting for fuel.

25.2  Please confirm that Creative Energy will account for any positive or negative variance
between the actual fuel costs and the base energy charges of $0.41 in the FCSA.

25.2.1 If not confirmed, please explain how Creative Energy will account for positive
and negative variances between actual fuel costs and costs recovered from
ratepayers.

253  Please confirm or otherwise explain that the Fuel Cost base charge recovered through the

Tariff will increase according to the IBR formula.

25.4 If confirmed, why does Creative Energy believe that it is necessary to raise the Base

Charge according to the rate change index?

25.4.1 Would it be prudent for Creative Energy to remove fuel costs from IBR
altogether? Please explain why or why not.

25.5 Please update Schedule 14 for 2016 Actuals and 2017 Projected.

{00967906;1}
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25.6  Please explain the significant reduction in Energy consumed in 2015 Unaudited.
25.7 Please provide Creative Energy’s internal expectations for the cost of natural gas.

26. Exhibit B-1 Appendices

26.1  Please provide 10 year historical information for each of the following:

{00967906;1}

Appendix 2 RRA Approved detail;
Appendix 1 Schedule 3;

Appendix 1 Schedule 6;

Appendix 1 Schedule 7;

Appendix 1 Schedule 8;

Appendix 1 Schedule 9;

Appendix 1 Schedule 14;

Appendix 1 Schedule 15;

Appendix 1 Schedule 16;

Appendix 1 Schedule 21;

Total units of steam sold M# per year; and
Annual Approved SG&A expenses broken down by Line # as in Appendix 6.
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27. Exhibit B-1, Appendix 2

REVENUE REQUIREMENTS

RRA Adjusted
2017 STEAM - SUMMARY APPROVED Base
1 2017 2017
Steanm v/ Stoam w/

2 REVENUE REQUIREMENT - CHANGE SUMMARY Stoam SGRA Total SG&A Variance

3 Cost Of Service

4 Fuel

5 Fuel Recovery

6 Het Fuel B .

7 427,100

8 Costs Disallowed in G-167-16 Dacision S 52,800

9 PER 2016717 NEFC Ottt Approved 121,60
10 G-167-16 Dacision HEFC (Capital) 12,000
11 G-167-16 Decision Costs to Other Division/Projects 29,500
12 TOTAL O&M before Direct Assighment & Allocation 4,643,000
13 HEFC Direct Assignment / (33,800)
14 Allocation to Other Prajects (fhass Formula) // (76,8(X1)
15 [o1:45) 4,427,100 4,532 4400 105,300
16 Tatal Operating and Maintsnance 4,427,100 4,532,400
17 Municipal Access Fees {MAF) 257,200 255,110 (2,100} schedula 17
12 Total Operating and Haintenance (incl, MAF) 4,684,300 4,787,500
19 Praperty Taxes 357,800 357,804 - Schedule 16
20 Income Taxes 259,600 268,704 9,144 Schedule 12
21 Doproeciation 987,600 987 ,6(K) - Schedule 5
22 Aamortization of Rate Base Deferred Expenses 166,500 . {166,500) Schedule 11
23 Amortization of Hon-Rate Base Deforred Expanses 110,500 - {110,500) Schedule 12
24 Actual/Proposad Interest 597,461 597,0(x1 - Schedule 13
25 Actuat/Proposed Return on Equity 1,045,000 1,045,000 - Schedule 13
26 Intarest on FCSA . .
27 Total Revenue Requirement for Year sum(Line 10to18) 8,208,300 8,043,600
28 Stoam Costs Allocated to HEFC
28 HEFC Credit
30 .
31 Ravenue Deficioncy C/ fwd from 2016 268,500 - Pg3, linedd
32 Total Rovenue Reguirement Sum{Line 19,20) 8,476,800 8,043,600
33 Revonues @ 2016 Tariff Rato 8,751,500 Pg 6, line

Ravonues @ 2017 Tariff Rate 8,476,800

34 Revenue Sufficiency Line21-22  § (274,700 §  (433,200)
35
36 Estimated Steam Revenue per Demand Schedule
37 Estimated $ Jan - Mar (Decision pg. 13 Denled)
38 Estitated $ Apr - Dec (Revenue Deficloncy Pg, 13)
33 Per Line 23
40 Rate Incroase / (Dacroase) Line '26/25 -3,14% 5.11%
41 Revonun Adjusted 2017 Line'2922 (274,700) {433,200) Pg 6, line 10
42 Revenue Deficiency/Surplus S . S -
43
44 Average Steam Tariff Rate Line 24/47  § 797 % 7.32 PgaA, line 43
45

27.1 Please explain why costs disallowed in G-167-16 Decision are added back in to the
Adjusted Base.

(00967906;1}
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28. Exhibit B-1, Appendix 1, Schedule 15 and Right Hand Column from Appendix 6

CREATIVE ENERGY VANCOUVER PLATFORMS INC, Bad loluperd
STEAM 2016-2017 REVENUE REQUIREMENTS APPLICATION
OPERATING & MAINTENANCE EXPENSES Schedule 15
. TOTAL SGEA
017 017
lne ¥ Acct # Account thame RRAAPPRY,  ADIBASE Refetence %
1 Steam Production-Operation SEE, 460
3500 Supenvision and Labour 3330100
3 502 SteamExpenses '
4 Total Steam Production-Operation 2126400 2,330,100
13 5, &0C
6 Steam Production-Maintenance 2
7 506 Struzures anq Improventents 940 SAN . 3,400
§ 512 Steam Prodution [} 4 '
8 Total $team Production 9400 9,400
10
1 Distsibution Expenses-Operation 33%.560
12 &6 Supervision & Labowr 33500 R
13 87 Mains & Services 13160 £
34 878 Remwving & Resetring Aeters [ & 13300
15 660 Other Distribution Operation ] 15 360 . 22,308
1§ 913 Transportation R ; . 593,800
17 Total Distribution Expenses-Operation 490,800 598,800
18
13 Distribution Expenses - Maintenance &
20 88%  Supsevision & Labour ] [4 &
21 386 Structures & improvements i [ &7 O
22 BT Mains & Sarvices 67,000 67 (500 118,300
b 825 Meteos & House Regufators 113300 (13,200 . &
24 834 Others Digtobuth i g & i 1481,30¢
25 Total Digtribtion Exp i 181,300 184,300
26
ki Lustomer Accounts Expensas-Qperatica o
28 %01 Supewision ] G &
29 502 Heter Resding & Biling Delivery 4 4 o
30 %03 Custemer Records & Colection Exp 0 & Py
31 504 Uncoletible Acounts g C D : &
3 Total Customer Accounts Exp-Operalion 0 0 !
33
34 Sates Pronotion Expenses-Operation T
&%, 800
35 30 S3lesEepenss -
36 3L Advertising TS
37 Total Sales Promotion Exp - Operation 43,500 66,600 . -
38
3 Administrative & General - Qperation -
40 915 DuecorsFess 45500 45,865
4 50 Adwind GenznalSaaries <6100 J€0.168
4931 Office Supples & Exp 53000 SRR
43 9 Admin &Genersl Bxp 10500 2030
44 93 SperiwServices 61,700 2§L700
5 84 Insurance LEGE 117600
46935 Injuries & Damagas WCB 5200 5200
47 9% Ewployes Banefits 157,75 187,968
48 9301 fastitutional or Goodwi) Advert Eip o ¢
45 330.2 Othar Admin, And Generat Bxp ¢ & . &
50 Total Admin & General-Operation 1,584,600 1,320,000 . 4,320,00¢
54
52 Administrative & Genaral « Maintenance
53 931 Wi of Genzral Plant 24708 45,500 48 500
54 Total Admin & General-Operation 24,700 45,600 ' 45,500
% L TIEaE
56 Regulatory Gross O&M Expense 4,466,700 4,552,800 : 4,552, 806
57 ¢ ———
58 O&M Expenses Aliozated to Capital %
59 Q&M Eipenses Alfocated to Capitat §
€
34 GEM Alogated to Affiliate
62
83 Regutatory fet O&M Expense 4,427,100 4,532400 .
£ ¢

28.1  Please confirm, or otherwise explain that the appropriate reference for the ‘2017 Adjusted
Base’ in Schedule 15 is Appendix 6 Total SG&A.

{00967906;1}
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29, Exhibit B-1, Appendix 6 and Appendix 1, Schedule 15

SGE&A Expenses

A k] LE A4 o E¥ DAl
w1 Agjestment TovstAdj Far
FERREL Peeloi€iaT 2647 w17 voot eE%  LYTH 223%h  0ach 23k e
Limed¥  azmla kereyerhtisme AFPLTATION Seatzest Resiasy Drasisr HEFT brzis  pral} Feol3 Frof 4 #eol 3 #red 6 TQTaL 1544
t steum Preguctios-Operation
T 303 Supervision angiadoue t17e003 =H l CAIEQID] 0373 LIELI ¢ ° 1368700
3 381 jtesm Eegenses 573300 T ) $E53ED [ ) 563400
0 Totsl Stears Fioduction-Oparation 3171300 226400 203,700 1330,160 ) ¢ ] o o [ ] ] 2,330,160
3
€ Sizam procuctice dnistenance
T OS0E SUectuTes 55% T Rrovemerss [ 5330 ] [ 5239 | £ o 3 340G
5 341 Zheam Prodution Sguinment { FX I 5] 3 ¢ s ¢
5 Tolst steem ProguctiamMaimtenance 3490 3450 [ 3469 ) ¢ [ © ) ¢ [ ) 5,406
it
3 Distrivution ExpenresOpersticn
11 BT SREREIEn E 267,900 297,300 72433 FEERT 2 ° 735300
13 B AwinzLenioe 15,100 15,400 ¢ ¢ 15,460
13 BT Remoing LFeinEng Meters 2 o o [ [
15§80 Stner DiReituton Gpeaaticn 13,300 13403 o ¢ 1330
18 2 23,39 2230 [ 2 22300
i Tots) Oistroution Lepenses Gprrstian, 816,350 72400 591,060 3 o I ) ) < ) < 552,800
i
9 Strinutinn Erpensess
9 3T} Juserditisn Lisgour I ) ° ¢ ¢ S
i 558 Structures Limarsvements 2 ] o ° ¢ ©
2 EE7 Mun & Sesice 7,098 47,500 ° ¢ €500
33 BE5 Ktuers b Kouwse Keguleton 158,353 444,300 © ¢ 11430
1 $54 St Disrebiaa Liad E] CJ g ° 3
it Toln Distrattion bip i 141,300 11350 [ 111300 [ ¢ [} ¢ 3 ¢ ] ) 185,300
1
a grtaper Acsounts
EI 159 2 2 5 @ ¢
802 adeter Keaging & Siving Desivery ) 3 2 & Q
30 501 Cortomer ResSrar & CUSHIA BF 3 ] 3 ° o
T 5 ) ] ) ¢ )
3 Totut Conpmer Accaants Exp-Opesaticn o [ ) ) [ ) o 3 [ v [ © )
1
33 sxa Pipmoticn £ {F
33 310w bipesie 72,130 3]} 20,280 ¢
3% 3i4 fzeermideg ] o]} 3
B Totsl sales Promution Eap > Gperation 15,200 [ 76360 [ 10260 )
35 3
1 Admsinizteative & General » Gperation, 3
45 313 ClrenzsFees 29,309 a2.200 | 48,400 [
43 939 Acmin & Ganeras Srinrns 17,503 1275500 399,303 §) 259040 ¢
43 s CMeIsEpuR L 153,205 189,100 |3 193,202 ¢
43 §22 b Geneni By 11308 16,003 |} $1,009 ¢
23 523 spedal Terdies 307,308 397,300 | 387500 o
45 528 Gnseranse 123590 123599 | 123503 o
¢ 13,503 [ECh Y] 8409 3
4 363103 463,409 |} 197,769 [
I tavenfup % Y E] 3
23 $301 DtverAgmin a68 Grraruifug ) b
2 Tora) admin & GeacrarCpention 1ESLE00 (27300 1,546,700 1330667 [ )
=1
22 saning ive & Genersi:
3 RI Mlantenkeze of Generh Flant [ _sso0] [ Eeaan] 45,209 [ 113t {36080 96508
s Tolei admin & GenerarMaintenance 49,200 ) $3.200 ] 43,300 ) ot {son) ) 36,400
&5 per G-{E7-1E, £y 50, Toble 1Y, Lne I 1312550 TITEie. 4788103 [Heiti 1313069 T4 330) (26780 13 85%] RAETE] FEEEEE:)
k13 ﬁz;umen G025 CAM Erpense 4,687,300 4,425,600 & %.523,600 0 {18330) (2E700) {30 {75 5001 4,552 806
27
% SEM Erpencts A0z 1 Cuy 243% 243% 63k 0434 wadh Juh
5% S Evpenzes Mincsted t Cap! [ anceng 15593 k3 2 12 {a0] 3G AU
3
1 G Afooated 10 Afaate 13,200 &
@
3 Eeguistory KeLOLM Tipenze £632,400 4330000 o (i4sv0] 125353) sk) (16wl | 1766001 332,000
&
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CREATIVE ENERGY VANCOUVER PLATFORMAS INC. Back toleasnd
STEAM 2016-2017 REVENUE REQUIREMENTS APPLICATION
OPERATING & MAINTENANCE EXPENSES Schedule 15
w7 w0
ling # Acct # Account Name RRAAPPRY,  ADI BASE Referance
Staam P ion-Operat
2 502 Supervition snd Labuir 1,364,760
3 502 Stesrs Expenses 0
4 Totat Steatn Production-Operation
5
[ Stearn Producti
7 506 Structures and [mprovements 3,455 8300
§ 512 Steam Prodution Equipment [ 5
ki Total Steam i i 3400 5400
10
1 sl & Dperati
12 830 Supenision & Lsbeur 451,400 539500
13 874 Msing &lervices 14,50 19100
5 876 Remosing & Reseting Meters i
15 280 Crher Distribution Operatiss @
16 533 Trangpodation 24800 K
7 Total Distribution Expenses-Operation 450,800 598,800
jt
13 isteibution Expenses -
30 885 Supervidion & Laboer o @
M 826 Structures §improvements 9
3 887 Mains & Services £100)
23 839 Meters & Houss Reguistony 13430
23 63 Other i ion hiai N
25 Tatat Distril Exp i 181,300
2%
27 Lustomer Accounts Expenses-Operation
2 301 Supendsion a [
28 50 Meter Reading & Biking Detivery @ o
30 503 Custemer Records & Collscton bp ¢ 0
31 S04 Uncollectible Acounts o [
32 Total Customer Accounts Exp-Operation 9 ]
33
34 Sales Promotion Expenses-Opetation

3% 40 Ssles Bapense
36 911 Advensing

37 Tokal Saes Promation Exp -Operation
38
39 inistrative & General - Opatation

4 915 Ciectors Faes
41 520 Admin & Gensral Salaries
42 921 Offick Supples & Exp

B

5,000

43 922 Admin & General Exp 10500
44 923 Specisl Servicesr 191,706
45 924 Insurance 117 580

46 925 Injuries & Damages-Wi8
47 926 Employee Benelits

48 300 Iastitutionat pr Goodwil Adven Exp i

4% 9353 Othet Admin, And Generd! Exp o &
S0 Total Admin & General-Operation 1584600 1,320,000
51

52 s ive & General.

§3 931 Maintsnance of Genaral Plant [ hme]  s#o]
54 Total Admin & General-Opatation 24,700 45,600
133

56 Regulatory Grass O&M Expenge 4466700 4,552,800
57

59 OZHA Expensas Allocated 10 Capitai % 0.43%
1] OM Expenses Allocated 1o Capital § {20,469)
&0

(13 Q&M Aliocated 10 Affiiiate —
§2

63 Regulatory Net D&M bipense 427,300 4532400
)

29.1 Please confirm that in arriving at its Total SG&A in Appendix 6, Creative Energy made
its allocation deductions to the ‘2017 Application with Adjustments’ figures rather than
to the 2017 Approved figures’ which are shown in the left column in Schedule 15.

29.2  Please explain why Creative Energy did this.

29.3  Please provide the allocations in Appendix 6 based on the 2017 Approved instead of the
2017 Application with adjustments as provided in Column E of Appendix 6.

(00967906:1}
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30.  Exhibit B-1, Appendix 3 and Appendix 1 Schedule 15 and Appendix 6

REVENUE REQUIREMENTS Appendix 3
Pension Reg.
Expense Transition
IBR Deferral Deferral Total Rate
2018 STEAM - SUMMARY Base TPRCDA Account Account Change

1 2018 2018 2018 2018

2 REVEHUE REQUIREMENT - CHAHGE SUMMARY Steant Steany Steam Steam

3 Cost Of Service

Fuel

- Fual Recavery

§ Het Fuel . -

¥ O 4,532,400

8 Total Operating and Maintenance 1,537,440

& Municipal Access Fees (MAF) 255,183
10 Total Operating and Malntenance (incl. MAF) 4,782,5(0)

11 Property Tanes 357,801
12 income Taxes 268,700

13 Depreciation 987,600 -
14 Amortization of Rate Base Deferred Expanses B

15 Amertization of Hon-Rate Base Deferred Expenses . 239,834 $5,3t11 116,619
18 Actuat/Proposed Interast 597, 00xt -
17 AstualsProposed Retum on Equity 1,015,160 .
15 Interest on FCSA -
19 Total Revenue Requirenient for Year Sumtine 101618) 8,043,610 289,834 55,301 116,619
20 Steam Costy Allncated to HEFC
24 WEFC Credit

28

23 Revenue Deficlency C#fvid from 2016 - - - -
24 Tetal Revenue Requiremwnt Sumf{Line 19,20} 8,043,600 289,834 55,301 116,619
pid Revenues 9 217 Tarif{ Rate 0,476,800

26 Revenue Sufficiency tine 21-22 5 (933,200)

27 2018 Indes 1.04%

28 Estimatad Stean Revenue per Derand Schadule
28 Estimated § Jan - Mar {Decision pe, 13 Denied)

30 Estinvated $ Apr - Dec {Revenue Deficlency Pg. 13)
3 Per Line 23
32 Rate Increase / (Decrwase} Litkt '26/25 3275 EXYiA 0.63% 1375 245%
33 Revenue Adjusted 2017 Line29'22 {433,200}
34 Revenue Deficiency/Surplus B .
35
36 Average Steam Tariff Rate tine 24/47 752
37
2017 2017
Ling F ACCL. ® Account Name REA SPPRV,  ADI. BASE reference
Q& Expanses Allocated to Capital % 0.43%
O&M Expenses Allocated to Capital § { oacol|  zoadol]
Db allocated to Affillate [ (13,300} ]
Regulatory Net O&M Expense 4,427,100 4,532,400
SGRA Expenses
I3 [3 EEtH w 22040
047 Agjustment Total kg Far
PER RRA Per 2046747 iy 1817 048%  B83h LT7R 02fh S.a0%  03FRN LEh Totw
Uned AR S ACCEyrnt Hame AFPUCATION Qeasien Suptatal Reriass Decisisn HESC Froti  #rafd  Pmi 3 Frold Prold  feol 5 2sdaated TOTAL §544
124
b CRM Eepanzaraloones ty Capaatk G43h 043 0uh 043%  s4ih
b1 OB Eapentes Anraied ty Cagphni § (] & b © {103,
(]
N TE AvsEaLeG 1o ANt [ 15309
22
£3 Regulstary et OSM Expense 4,642 800 4,550,000 © {13430} 13h450} {3.306) o fo0h f5voc) (3388 16 ACO) 4,532 500
88

30.1 Please confirm that all items included in the Cost of Service IBR Base would be subject
to Creative Energy’s proposed Index.

{00967906;1}



31.

-23 -

Exhibit B-1, Appendix 6

SG&A Expenses

31.1

31.2
31.3

314
31.5

! H fasin o £
@17 Agustment Tatsi Ag) for
FERBRA 297 1817 03K e33% LITH 2tk 0% A3 LENL Tow
Lirn#  Acct @ Actouriling LFFLICATION Iuatatet Feglazs Dec3izr HEFE Frobd  Frof 2 Frof 3 Faoi 4 Fraj 3 Prel & Afacates TOTAL SGRA
1 Steem Predudica-Dperstion
3300 Suptrvitisn s Lapour WIS LARLTID 8 3 1381700
330 SteamEagenres $73,390 268,409 $5,600 @ 3 §65.00
4 Total Steam Froducton-Operation 2,151,350 2436400 203700 1330409 ) ° [ [ [ ¢ [ ) 2.330.400
H
3 Stepm progudipn-séalaiznance
7 aBE Strucrurer 8@ Impervements 5430 EX v 3
¢ 1 Zteam Progution faciamant 2 3 e [ ¢
s Totat steam Progudion-Maintenseae 3,300 5490 L3 £400 © g v [} 4 [ o [}
13
i Ttribution Expenses-Operstion
12 % guperdisa bousssur 357,350 Te7,405 22,400 35500 ° @
13 78 wigns b Berces 15,109 18,100 19409 3 3
14 EPE Remiving & Reisttiag haters [ 9 [ ¢
15 BT Gwner DinAIutan Operation 13,333 13,302 & 3
i€ 833 Thnportaties 233300 23,302 2 [
I Totsi Distsidution Espenses-Operstion $16.490 526,400 72,400 598,200 [ [ fl o ) o [ o
3
ki Disuribution Expenaset -
30§28 Supervition S iseour 9 ) 5 3 ¢
M S8R Stucturss Limprovements ] 3 3 o ¢
FERN e Ry A §7.000 67,099 €756 @ °
2 BEE MR L HDast Aeguinn 143,339 $38399 114,300 ] v
3 894 Sver Distrietian Mairtenence [ 9 ) ¢ )
3 Yotst Distributian Eaperses-hlsintenaroe 154300 151,390 [ 131300 ¢ [ 0 3 [ [ [ ]
2
2 Lustomer Aecourts
1 30 Superdisies 3 3 2 o )
B Be2 Materfe L Bifing Deiivery 3 ] o & e
32 503 Cusiomer Beearss & Cotection tap [ 3 @ [ B
It 304 Uregilgerei a2eants 9 g 2 L3 1
1 Totsi Cuntemer Accounts fup-Operation o [ ] ) [ ¢ 0 3 3 ¢ 3 [y ¢
3y
34 SasPromction Eipeniez-Cperatinn
3% 310 Swes Lip 72,150 [ by 70268 ¢ ot o ot [EE R nies jEaRg) £5.600
k14 543 Amerticop 3 3]} ¢
37 Totsl Sxies Pramoticn Eup < Gperation 70,200 o 702008 ) 2 70202 o (300]  f160%  {E0d) LT I ) 13,800} §£.660
38 3
3% 5. General - openatien 3
B kS 45,458 S3.490 1} 43400 ¢
44 939 Zgmin & Gemecai Sriarnies £17.500 117.336] 53,640 {3 150,000 ¢
43 33 OMinelupprIL b 185,200 308190 |3 105,203 [
43 sn i, & Gracn Eep 33,000 $3,093 [} 11689 @
28§23 IpedstServins 397,39 wram |y 367308 ¢
3 313 snprese 133,303 FEERTENY 113,300 ¢
36 32t ajurier G Camager R 14,803 34,299 [} £.400 e
47 826 Emgpiayee Beneris <6300 283,400 |} 137,963 ®
23 9301 ingmratiangior 3aedil Adven Sip B ot [ ¢
3% 3302 Otier idmin. &nd Sereratfap 3 ¥
2 Fotal Aemin & Genatak-Cperttion 1634600 (275000 L66k700 2368047 1399603 ©  (13.06] (2e.2pof (30 .508] 1320000
£
n i ive & Generai~
33 531 Msintensrze of GesarstFient [eaon] 23,293 45,380 3 [te) 45,606
34 Totai kemiin & Geaerarhixintenants 45200 [ 49,280 AR50 & {500} 48,560
83 perGaBrdE pre0 Tie L Uak e 1533.000 [TTEL. 4 7EE 0D 1350007 T 14300) FIE00; 1435265
£ Eeguistery Gress 0 &M Dipernse 4,652,400 4,529,400 o 5.629.600 ¢ {14301 3500} {78 606} 4,552,800
S
1 OEA Eapenses Ainated o CaphintTe 3.3% [ R L A S LR R EAY
s DM Dapenzes Alocyed (o Capitai§ ROy 3 ¢ o pa
€
# LA 2oamre 1o ANate 19500
£
€ Regulstory Net 0&M Lipenze 4642800 4540600 o {13406} [I€ 13£06] (1,800% {5 80G] 124,400} [T €06} £.532,400

Please confirm that the Steam Production-Operation expenditures included in Appendix 6
Line items 1-5, are included in the O&M Line 7 in Appendix 3 and form part of the IBR
Base.

31.1.1 Please confirm explain that as such, the Steam Production-Operation expenditures
including Supervision and Labour and Steam Expenses would be subject to the
annual inflation index as proposed by Creative Energy.

31.1.2 If not confirmed, please explain.

Please provide Line items 4 and 5 for Appendix 3.

Please provide details of steam expenses or identify where they are located in the

application.

Please provide the detail of the components of steam expenses historically for 10 years.

Please provide the volume of natural gas utilized by Creative Energy annually for the last

10 years.
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31.6 If Total Steam Production-Operation expense does not include fuel please explain how
fuel becomes accounted for in rates, and whether or not it is subject to Creative Energy’s
proposed Inflation Index.

32. Exhibit B-1, Appendix 2, Appendix 1 Schedule 15 and Appendix 6

REVENUE REQUIREMENTS

RRA Adjusted
2017 STEAM - SUMMARY APPROVED Base
1 2017 2017
Steam w/ Stoam w/
2 REVENUE REQUIREMENT - CHANGE SUMMARY Steam SGEA Total SCEA Variance
3 Cost Of Service
4 Fuol
3 Fuel Recovery
& Hat Fuel - -
7 {1.427, 100
8 Costs Disallowed in G-167-16 Decision 52,80
9 PER 2016/17 HEFC O&/ Approved J 121,600
10 G-167-16 Dacision HEFC (Capital) 12,000
11 G-167-16 Dacision Costs to Other Diviston/Projocts 29,500
12 TOTAL O&M before Direct Assignment & Allocation 4,643,000
13 HEFC Diract Assignment (33,8001)
14 Allocation to Other Projacts {#ass Formula) (76,804
15 OfM 4,427,100 4,532,400 105,300
16 Total Oparating and Maintenance 4,427,100 4,532,400
17 tunicipal Access Fons (MAF) 257,200 255, 11X {2, (03} Schedule 17
18 Total Oporating and Maintenance (inct, MAF) 4,684,300 4,787,500
19 Praperty Taxes 357,800 357,800 - Schedule 16
20 income Taxes 259,600 268,710 9,100 Schedule 19
21 Doprociation 987,600 GB7,6(X} - Schedule 5
22 Amortization of Rate Base Doforred Expenses 166,5010) - {166,500) Schedule 11
23 Amortization of ! ton-Rate Base Deferred Exponses 110,500 - {110,500) Schadule 12
24 Actual/Proposed Intorest 597,400 597,000 - Schedule 13
25 Actual /Proposed Return on Equity 1,045,000 1,045,000 - Schedule 13
26 Intgrost on FCSA - -
27 Total Revenue Requirement for Year Sum(Line 10to18) 8,208,300 8,043,600
28 Steam Costs Allocated to HEFC
22 HEFC Credit
30 -
31 Ravenue Deficiency C/fwd from 2016 268,500 - Pg 3, line4d
32 Total Revenue Requirement Sum(Line 19,20) 8,476,800 8,043,600
3 Rovenues @ 2016 Tariff Rate 8,751,500 Pg 6, line 6
Ravenues & 2017 Tariff Rate 8,476,800
34 Rovonue Sufficiency Line21-22 5§ (274,700) §  {433,200)
33
36 Estimated Steam Revenue per Domand Schedule
37 Estimated $ Jan - Mar (Decision pg. 13 Donied)
38 Estirnatod $ Apr - Doc (Revenue Deficiency Pg. 13)
39 Por Line 23
40 Rato Increase / {Dacrease) Line '26/25 -3.14% -5.11%
41 Rovenue Adjusted 2017 Line’29°22 {274,700) (433,200) Pg 6, line 10
42 Revenue Deficiency/Surplus S - S -
43
44 Average Steam Tariff Rate tine 24/47  § 757 ¢ 7.32 Fg dA, line 43
45

(009679061}
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2017 2017
RRA &PPRY.  ADJ, BASE reference
33
34 Safes Promotion Expensas-Operation
35 910  Sales Expense 45 500 66 500
35 911 Advertising 1] B
37 Tota! sales Promotion Exp - Operation 49,500 66,600
38
Selection from Appendix 6
A 8 { = A+B i1 £ Dl
2017 Adjustment Tetal Adj For
PER RRA Per2016/17 2017 16147 000%  093%  177% 0.J5% 010% 0.39% 162%  Tow)
Ling i Acct 8 Account Name APPLICAVION Decision Subtenat Reciags Decision HEFC Froj.1  Proj.2 Proj 3 Proj.4 Prop.5 Proj 6 Aflocated TOTAL $G&&

3z TGt Curonie ATEounE EXpAUpeianon v T v v T v G ) v v 0 0 T
33
34 Sales Promotion E; s¢5-Operation
35 910 Sales Erpense [ m200] [ 702000 70,200 o De0) {La00) (2000 QW60 306} L1007 (3440 66,600
3¢ 911 Adversing [ 3 [ [} [
37 Total Sales Promotion Exp - Qperation 70,200 0 70,200 } [ 70,200 0 [700)  (1,200) (200} {160)  |308)  {1,100) {3.600) 66,500
ae '

32.1

Please rationalize the changes identified in Appendix 2 lines 7-16 with the Sales Expense
and Total Sales Promotion Ex-Operation line items of $49,500 for the 2017 RRA
Approved in Schedule 15 and the $70,200 identified under Columns C and E in 2017
Subtotal and Total Adj for 16/17 Decision in Appendix 6. In particular, why are the
adjusted figures in Appendix 6 not the same as 2017 Approved shown in Schedule 15 and

how do these changes relate to Appendix 2 adjustments to the Approved?

322

Please explain the differences and the rationale for using the RRA Application with

adjustments as the basis for the allocations in Appendix 6, instead of the RRA Approved

from Schedule 15.

33.

Selection from Schedule 15

Exhibit B-1, Appendix 1, Schedule 15, and Appendix 6 and Appendix 2

2017 2017
RRA APPRY.  ADJ, BASE raference
Administrative & General- Qperation
35 Directors Fees 46 200
320 Admin & General salaries SEO, LN
331 Office Supples & Exp 8 B00

322 Admin & Genersl Exp 10,500
333 Special services 29700
324 insurance 00
335 njuries & Damages-WCE 14,800 5800
326 Employes Bensfins 465,400 157 7O
30.1 :nstitutional or Goodwill Advert Exp ] 2]
30,2 Other admin. And General Exp 1] o]

Total admin & Genersh-Operation 1,584,600 1,320,000
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A Bl T=pth il E=lel
2037 Adjustmient Totst Adj For
PER RAA Fer 2046417 1047 16717 0.00% 0938 LY7%  Q25%  0.00%  0.3%% L% Torat
Line #  Accl. # Account Hame AFPLICATION Decision Subtotal Reciass Decision HEFC Feofd Pron2  Froj.3 Proj 4 Proi. 5 Proj.&  Allotated TOTAL SG8A
ative & General » Operation ) o
1% Directors Fees 49,400 49,300 |} 49,400 0 {300) {100} (00} {200 36,800
520 Admin & General Salaries $17,300 137,500} 550,000 |} 590,000 ¢ ¢ {10400) {1,360) {00} {2,300 560,100
921 Office Suppies & Evp 105,360 105,200 } 105,200 [ {Lmo0h {200} fieg) {309) 99,600
921 Admin & Generat Exp L 13,000 11,600 |} 11,000 ° {2003 0 & L] o1y 13,500
823 Spacial Servicaz 367,300 307,300 {} 307,300 0 5,400} (209 3 12005 {5,600)  {15.500) 291,700
323 Insurance 123,300 123,500 |} 123,900 0 {2,300 (200) {5003 12,000} {6,300 117,600
825 Injuries & Damvages-W(B 14,800 14,800 |} {8,760} 6,100 ¢ {106} ¢ 0 o {1c0} (300} 5,800
5§26 Employes Benefits 465,100 465,100 |} (287,4¢7) 197,700 0 3,500 {300} 2oy {8001 {2,200 {10,030} 187,700
5304 Institutionat or 3oodwill Advart Exp o o o L 0
$30.2 Other Admin. And General Exp ) } 0
Toal Admin & General-Operation 1,694,600 (27,900}  1.666,700 £276,400) 1,390,600 9 {13,100} {24,600} {3.500) (L4084} (5,400} {32.600} {70,600} 1,320,000
RRA Adjusted
2017 STEAM - SUMMARY APPROVED Base
1 2017 2017
Steam w/ Steam w/
2 REVENUE REQUIREMENT - CHANGE SUMMARY Stoan SG&A Total SG&A Variance
3 Cost Of Service
4 Fuel
5 Fuel Recovery
& Jot Fusl - -
7 4427000
] Costs Disallowed in G- 167-16 Docision 52,81
9 PER 2016717 [IEFC O&#M Approved 121,60
0 G-167-16 Docision HEFC (Capital) 12,000
1 G- 167-16 Dacision Costs to Other Division/Projects ; 29,500
2 TOTAL O& before Direct Assignment & Allocation 4,643,000
3 HEFC Direct Assignment {33,800)
4 Allpcation to Other Projects {(Mass Formula) . {76,80))
5 Ok 4,427,100 4,532,400 105,300 0
[ Tatal Operating and Maintenanco 4,427,100 4,532,400

33.1

Please rationalize the differences between Schedule 15 2017 Approved and Columns C

and E in in Appendix 6 for each line item for Administrative and General Operation and
relate these to the adjusted base in Appendix 2 lines 7-16.

34,

Selection from Schedule 15

{00967906;1}
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2017 2017
RRA APPRY. ADJ. BASE peference

Administrative & General - Maintenance

tAaintenance of Ganeral Plant 24 3060 45 BUO

Total Admin & General-Operation 24,700 46,600

Regulatory Gross O&M Expenss 4,465,700 4,552,800

O&3a Expenses allocated to Capital % 0.43%

O Expenses alfocated to Capital § | (20,100) | 120 400}

o8& sllocsted to atfiliate I

Regulatory Net O&M Expense 4,427,100 4,532,400

Selection from Appendix 6

A 8 <z AR o E=fel
W7 Adjustment Totwt Agj For
PER RRA Par 2016/17 2087 16/17 003 093% 13T% 0.25%  0.00%  03%%  1EZ% Total
Line ¥ Acct § Account Hame AFPLICATION {ecision Subtotaf Reciass Decision NEFC Proj. 1 Peoi. 2 Proj.3 Proj 4 Prof 5 Proj 6 Aliocsted TOTAL SGaA
O8I Expenses Allocated to Capital % 0.43% 043% 0436 D43H 043K 043% 043N
OB Expenses Aliocated to Capital § [T B PEI S 0 o e
O&M Allocated to Affiliate 19,560
Regulatory Net O&M Expense 4,642,800 4,590.000 0 [14.400) (26,800) (3.800] (1500} (5.900] (24,600 {76800} 4,532,400
Appendix 2
REVENUE REQUIREMENTS
RRA Adjusted
2017 STEAM - SUMMARY APPROVED  Base
1 2017 2017
Steam w/ Steany v/
2 REVENUE REQUIREMENT - CHANGE SUMMARY Stoam SGEA Total SG&A Variance
3 Gost Of Service
4 Fuel
5 Fuel Recovery
g Het Fuel . .
7 L2700
8 Costs Disallowed in G-167- 16 Dacision 52,8001
9 PER 2016/17 HEFC Oftd Approved S 120,600
10 G-167- 16 Dacision 1EFC (Capital) 12,000
11 G-167-16 Decision Costs to Other Division/Projects 29,500
12 TOTAL O&M before Direct Assignmont & Allocation 4,643,000
13 HEFC Diroct Assignment (33,8000)
14 Allecation ta Other Projects {Mass Formula) {76,806
15 O 4,427,100 4,532,400 103,308 0
15 Total Operating and Maintonance 4,427,100 4,532,400

34,1 Please explain why the Regulatory Gross O&M expense of $4,466,700 shown in RRA
Approved in Schedule 15 is about $161,900 thousand lower than the 2017 Sub-Total of
$4,629,600 in Schedule 15 Column E; (noting that the same $162,900 difference also
transfers into the Regulatory Net O&M line items in the respective tables) and relate this
to lines 7-16 in Appendix 2.

(00967906;1}
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35.  Exhibit B-1, Appendix 4 page 1

Per (-167-16, Section 4.4.4, pg 40 Table 11
SGaA Expenses

1 Sales, General & Admin 2011 2012 2013 2014 2015 2015 2016 2017

2 Account Name Actual Actual Actual Actual Approved  Unaudited  Forecast Forecast

3 Sales Expense 25,217 14,970 34,650 38,064 56,460 58,315 67,300 70,200

4 Directors Fees 22,500 26,000 30,000 30,830 42,000 60,815 48,200 49,400

5 Admin & General Salaries 475,326 573,924 562,683 772,641 729,719 455,906 584,600 617,900

6 Office Supples & Exp 161,034 88,533 63,456 95,473 78,786 107,966 97,500 105,200

7 Admin & General Exp . . . 12,071 9,180 18,874 10,800 11,000

8 Special Services 67,581 90,487 121,181 214,159 108,000 246,121 418,200 307,300

9 Insurance 34,815 83,789 83,363 86,854 106,600 105,466 114,100 123,900
10 Injuries & Damages-WCB 8,443 8,672 8,893 10,287 12,074 12,041 14,800 14,800
11 Employee Benefits 236,663 344,972 433,210 190,532 450,187 508,035 461,800 465,100
12 Sales, General & Admin 1,081,579 1,231,347 1,337,416 1,450,912 1,592,006 1,673,539 1,817,3C0 1,764,800
13 General Plant Maintenance 26,233 14,622 23,597 14,957 26,640 25,287 30,200 44,200
14 Operations & Maint. Expense 1,107,812 1,245,969 1,361,013 1,465,869 1,619,646 1,598,826 1,847,500 1,814,000
15 Q&M Allocated to Capital 0 0 0 0 (15,459) {18,000) (19,7C0) (20,160)
16 O&M Allocated to Affiliate 0 1] 0 o] o} 0 (22,0C0) {19,5C0)
17 Total $G&A $1,107,812  §1,245,969  $ 1,361,013 51,465,869 $ 1,604,187  $ 1,580,826 $ 1,805,800 351,774,400

The table below uses the highlighted section as thecast-off point {column A) for determining the adjusted base SG&A,
For this reason, the 2017 adjusted base O&M ($4,532,400) is greater than the 2017 Steam Approved O&M
($4,427,100) (See Appendix 2).

35,1 Please explain why Creative Energy utilized the 2017 Forecast instead of the 2017
Approved as the basis for the adjusted base SG&A and provide any supporting
Commission directives or determinations.

{00967906;1}
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36.  Exhibit B-1, Appendix 4 page 2

CREATIVE ENERGY VANCOUVER PLATFORMS INC.
2016+2017 REVENUE REQUIREMENT APPLICATION
OPERATING & MAINTENANCE EXPENSES

SGRA Expenses

& 2 C~fil 1D £ Dl

443 Spesial bonvtan

w7 Adjustment: Totz! Adj Far
‘ PIRARA | Pes 2010717 2017 - 18017
Ling & CALCE R ACCOUNT Narme : &PELICATION f=ciaion Subioral - Reciass o DecEign
3 ‘Salag Prowotion Expevses. Cperailon i i
I 819 Saferbvpence ) 70,273
3 411 iAdvertisirng H 913!
4 'Total Sales Promotion Exp - Operation 70.200 1] 70,200 ) 0 73,200
& }
6 agmilstatye & Generat Queraion ¥
T 915 IDheqons Fees : 43400 48,8055 13
& 420 Admin & Genela! Salaries (27,300 G0 000 1}
§ . 921 Ofca Suppies & bip 3
U 411 Admin & Garerst B }
0
1
¥
i
yi
H

i 924 inzuronse . X 123,533

3300 925 nfuries & Dsmoges WD 14 60D G430

G40 26 fwplovers Denelits : 4545108 1972733

2833 msthiutionst r.nv\‘-,ncm\s‘i%s Agtviert Exqr ) [ 8

363300 iOther adwin And Gereral tp o :

3 “Totat Admin & Genersh.Opetatan 1,691,600 (22,900} 1LEEETO0 1216100} 1,390,609

8 ‘ ;

25 £ fstrptive & General - Molntenance - e o

0 932 Mzirtenarce of Genzeai Flant L L 43283

23 Totad Adiin 8 General-Mainteaance 49.200 i 49,300 0 43,260
|. hP £ G- 16716, j¢ 40, Table 11110 1R14 660 {273 { JRE 0D {378 100} 1,316,653

! Column B adjusts for amounts denied in the Order G-167-16 and Declsion’ pertaining to the “Inclusion of potentisl
} incentives in the forecast”,

b Column D adjusts for a re-classification of Pension, Benefits and WCB costs for employees directly associated with
) Steam Production Expensas for “Supervision and Labor” and “Steam Distribution Expenses”,

) Column E are the line items that will be the subject of the cost allocation methodology.

36,1 Please elaborate on the justification for the Column D reclassification and identify any
Commission directives or determinations relating to the reclassification.

37.  Exhibit B-1, Appendix 4 pages 2 and 3

Massachusetts Formula Methodology

The Massachusetts Formula is used-extensively in the industry, and has been previously approved by the Commission.
& The Massachusetts Formula is composed of the arithmetical average of the following components:

a) Average Net Book Value of capital assets;
b} Salaries; and
c) Operating Revenues,

{00967906;1}
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In applying the Formula, the average percentages are calculated as follows:

CORE ¢ MNEFT fropl | Prol2 Poj. 3 Froj. 4 Prol 5 Proj. 6 JOTAL
Capltal 24,219,962 - 283943 1,437,592 198,503 82,950 315,912 340,785 16,889,847
Reyenues 7887217 . - - - - 142,444 2,020,751
Salaries 1600455 - 28860 - . - - 30,264 1.659.57%
Total 33707734 - 312803 . 1,837,592 198,503 . 82,950 315,912 513,493 36,558,887 -
capital ) [ aeaen 000%  106% 5.31% 074%  e3l% 1185} 137l 100.00%,
Revenuas ; §8.23% 000%; 0.00% 0.00% 00% 0.00% 0.00% 130.00%
Salaries ; 85.44%: 000% 174h 0.006% 0.50% 0.00% 6.00% 130.00%
Average 94.83% 000% 0.93% 1% 0.25% 0.10% 9,38% 1.62% 100.00%:
CREATIVE ENERGY VANCOUVER PLATFORMS INC,
2016-2017 REVENUE REQUIREMENT APPLICATION
OPERATING & MAINTENANCE EXPENSES
SG&A Expansas
- DG
Total Adj Fer :
, i ) COISA7 L O4on . D83% L LITH . 625H L 00% [ 0.39% 182%  Taal
Line Acet. & Aczounttiame Qacision HEFC 2ecj. 1 . Mel. 2 Prop 3 Proj 4 biof. 5 Prej. b Aliccated TOTAL $58A
T 7
LA LU 0.0 Q [ TR R & T I B2 NS Lo R R N v B Y B T R Y LU F
3 9z X
% ' Toted Sales Promuotion Exp - Operatton 70,200 9 (7001 {52000 (26¢)  (oar. in001 (1,103 (3.6001 66,600
5 . j
§ Adwinisteative & Genersl - Gpersticn )
7 315 DueCos EEes 44,400 @ [l 12580
g RNE Admin & General Salarles 350,000 3 (i {1,
g 321 :Gifice Juppies &Ly : 105,240 9 i, {
w 421 Bddmin ¥ G vaf by 13,008 4
1921 Spxchal 307,300 E
12 924 Insuranze L3500 !
13 928 injuries & Oamages-WB £,100 2 {133 . (18
1§ 326 Ewployee Jzmciis 197,700, b O3 (3388 {500Y ERDE 32300
15 430 institutioral or Goeoowiit Aduvert fxp 0 4
15 0302 Canat Admin, And Gonarat Exa ~ .
7 Tutel Adwiln & Geoel ol-Operation 1,390,500 Q1 1130000 (248001 (3.500) (1400 (3.4000 221603 {70460 1.320,02)
bt ;
18 Adilibtiative & Geperdl - Malalensoce : . T
20 . 437 hlamienance of General Prant 48,260 9IS ER (M) el (453} an60 |
21 lg_!il_{\dmin 2 General-Malnxenance 49,200 9 {500 {330) (1) {]D(JJ‘ {813) 16,600 :
22 Pyt G-151-16. we 40, Jabie L Liow 34 1,310,900 Q0 {14357 (28,703 {3,300y 1LENC (5 20T {24.550) 1.433.259

Based on the Massachusetts Formula methodology, the tatal alfocation to Other Projects is $76,800.

Please describe Project 1, Project 2, Project 3, Project 4, Project 5, Project 6.
The CEC notes that only Project 6 has revenues. Please discuss why none of the other
projects have revenues.
Are the projects all complete or is it possible that the projects will change in Average Net
Book value of Capital assets; salaries and operating revenues? Please discuss.
37.3.1 To the extent that the Projects change during the 5 year period, how does
Creative Energy intend to account for appropriate allocation changes in its
revenue requirements? Please discuss.
Capital, Revenues and Salaries appear to be equally weighted in arriving at a percentage.
Please discuss as to whether or not unweighted averages are always employed in
calculating allocations using the Massachusetts formula or are there other methods?
Please discuss.
Please provide references to literature regarding the proper use and application of the
Massachusetts Formula, and its advantages and disadvantages.
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37.6 Does Creative Energy anticipate that Hot Water service or any of the other projects will
be regulated in regard to revenue requirements under Cost of Service or IBR? Please

explain.

377 Please explain why Creative Energy has not applied for revenue requirements for all of
its services and rate classes in this application.

38.  Exhibit B-1, Appendix 4 page 4

Cost Drivers Methodology

Column F in the table below shows the allocation base for each line item as described.

CREATIVE ENERGY VANCOUVER PLATFORMS INC.
2016-2017 REVENUE REQUIREMENT APPLICATION
OPERATING & MAINTENANCE EXPENSES

SG&A Expenses Cost Drivers

[AESAREY F
Totai Ad] For ~ Cost Drivers - Basis
18/17 of Alfccation
Line # Acct # Account Name Decision
1 Sales Promotion Expenses-Operation :
2 910 Sales Expense 70,200 # of Customers
3 411 Advertising
4 Total Sales Promotion Exp - Operation 70,200
5
& Administrative & General - Operation :
7 815 Directors Fees : 48400 d of Customers
g 920 Admin & Generai Salaries 590,008 - 8 of Customers
E 921 Qffice Supptes & Exp 105,200 - & of Customers
10 822 Admin &General Exp 11,000 '8 of Customers
11 923 Special Services 307,300 No Altocation
12 §24  insurance 123,800  Project Costs
137 925 injuries & Damages-WCB 5,100  #of Customers
& 626 Employee Benefits ‘ 187,700 ¥ of Customers
150 8301 institutional of Goodwill Advert Exp 4
16 §30.2 Other Admin. And General Exp
17 Total Admin & General-Operation 1,390,600
18
18 Administrative & General - Maintenance ‘
26 932 Maintenance of Genersl Plant . 48,200 i # of Customers
21 Total Admin & General-Maintenance 49,200
27 PerG.167-16, pz 40, Table 11, Line 14 1,510,060

primarily, the above costs can be categorized into 2 allocation categories (3, If you Include “no allocation”, per Line #
11, Special Services), The allocation categories are:

3) #of cystomers;
b) Project costs; and
¢} No allocation

38.1 Please discuss the use of the Cost Drivers methodology in utilities regulated by the
Commission, and in other jurisdictions.

38.2 On what year did Creative Energy base its Project Costs for allocation? Is this the same
year as was used for the Massachusetts Formula methodology?
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38.3 What, if any, other allocation metrics might have been relevant and why did Creative
Energy not utilize them?

39.  Exhibit B-1, Appendix 4, pages 4 and 5

a) # of customers
Using the Cost Drivers Methodology, most of the SG&A costs above are allocated by “# of Customers”,  The
number of customers as a cost allocator is representative of the drivers of these costs being incurred, and is
consistent with cost-causality approach. For example,thenumber of customers reflects the complexity of the
issuies that need to be considered by the Board, and therefore number of customers reflects Director’s time.
Similarly for Admin & Genersl Salarles, the number of customers is an appropriate aliocator for the cost of
corporate office time. For similar reasons, Creative Energy concluded that the number of customers general
is an appropriate allocator of the cost of these shared services.

b} Project costs
For insurance, project costs primarily drives insurance costs for insurance coverage.

c) No aAllocation
For this particular line item, the costs consist of third party regulatory costs and do not include services
provided to the Other Projects. The regulatory requirements of Other Projects are satisfied without third
party services,

39.1 Please identify the key issues affecting steam and the key issues affecting each of the
other projects.

{00967906;1}



-33 -

40.  Exhibit B-1, Appendix 1, Schedule 16

CREATIVE ENERGY VANCOUVER PLATFORMS INC. Back to Legend
STEAM 2016-2017 REVENUE REQUIREMENTS APPLICATION
PROPERTY TAXES Schedule 16
2017 2017
Line# ltem RRA APPRV.  ADJ. BASE
1 PROPERTY TAX
2 City of Vancouver Mill Rate
3 Utility
4 Business and Other Utility
S
6 Assessed Value - Taxable
7 Utility - Land
8 Utility - Building
9 Business and Other Utility- Land
10 Business and Other Utility - Building
11
12 Taxes
i3 Utility - Land 231,700 231,700
14 Utility - Building 600 600
15 Business and Other Utility- Land 230,500 230,500
16 Business and Other Utifity - Bullding 1,300 1,300
17 Fees 700 700
18 Total for 720 Beatty Street 464,800 464,800
19
20 Reduction for Non Reg {107,000} {107,000)
21
22 Add Property Tax for 701 Expo Blvd,
23
24 PROPERTY TAXES FOR UTILITY PURPOSES 357,800 357,800
25
26
27  leasable Area- Land
28 Building Leasable Area Sq. Ft. 5,900 5,900
25 Total Land Area Sq. Ft. 51,744 51,744
30 Allocation % 11.40% 11.40%
31 Land Tax 299,460 299,460
32 Allocated to Non-Reg S 34,142 5 34,142
33
34 Portion of Land Tax refated to BC Place Lease
35 Leasable Area Sq. Ft. 12,519 12,519
36 Total Land Area Sq. Ft. 51,744 51,744
37 Allocation % 24.19% 24.19%
38 Land Tax 299,460 299,460
39 Allocated to Non-Reg $ 72,451 § 72,451
40
41 Leased Area of Building
42 Leased Area Sq. Ft, 5,900 5,900
43 Leased Area 5q, Ft. 5,400 5,400
44 Total Leased Area Sq, Ft. 11,300 11,300
45 Total Area of Building 40,803 40,803
46 Allocation % 27.69% 27.69%
47 Building Tax 1,248 1,248
48 Allocatad to Non-Reg $ 346 S 346
49
50 DEDUCTION FROM PROP TAX $ 107,000 $ 107,000

40.1 Please fill in the greyed out portion of Appendix 1, Schedule 16.
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41.  Exhibit B-1, Appendix 3, page 1

This appendix provides detailed calculations of the labour and non-labour components of the rate
change factor for 2018, The labour component is based on CANSIM table 281-0063, Average Weekly
Earnings including Overtime for All Employees for British Columbia. The non-labour component is based
on CANSIM table 326-0020, All items for Vancouver, B.C. All information was retrieved from the
Statistics Canada website on Oct 30, 2017. The below table shows the monthly values for each series,
and the averages for Aug 2015-Jul 2016, and Aug 2016-Jul 2017.

(C;aNb;[L\; ;;?g;g:néc Non-Labour Component

Industrial aggregate e;cluéing (CANSIM 326-0020, Al

unclassified businesses) Items, Vancouver BC)

Aug 2015 - Aug 2016 ~ Aug 2015~ Aug 2016 —

Jul 2016 July 2017 Jul 2016 July 2017

Aug 907.74 920.30 122.7 125.6
Sept 912.59 919.84 122.7 125.4
Oct 915.24 917.50 122.4 125.4
Nov 910.21 927.86 1227 124.6
Dec 918.18 931.43 122.4 1247
Jan 906.99 931.06 122.7 1253
Feb 913.20 928.94 122.8 125.5
Mar 915.42 934.30 124.0 126.1
Apr 920.95 935,01 124.0 126.3
May 917.48 939.88 124.9 127.1
Jun 927.60 842.26 125.3 127.5
Jul 911.54 936,85 125.7 1281
Average 914.76 930.44 123,53 12597
Increase 1.71% 1.98%
Weighting 53% 47%
Rate Change Factor 1.84%

41.1 Why does Creative Energy propose to use the Industrial Aggregate excluding
unclassified businesses rather than Ultilities?

412  Please provide the above information (both tables) historically for the last 10 years and
the average increase per year.
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