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42. Reference: Exhibit B-9, CEC 1.1.2 

12 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. 
Response: Creative Energy's rates have been designed to be simple and stable under cost of 
service, however predictability is not certain under a cost of service method as applications 
cover shorter durations than the currently applied for IBR mechanism and may change more 
than by inflation. 

42.1. Please confirm, or otherwise explain, that if Creative Energy costs over the five-year IBR 
period exceed the revenue requirement, then when IBR ends Creative Energy could apply 
for rates to match its costs, in which case customers could face substantial rate increases. 

42.2. Please confirm that deferral accounts can be utilized, if desired, to provide predictability 
as deemed appropriate. 

43. Reference: Exhibit B-9, CEC 1.2.3 and 1.2.4 and 1.2.4.1 

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

Response: Creative Energy intends to stay on the IBR until 2022 as identified by the application. 

If another IBR application was done after that, it is likely a cost of service test year would be 
required prior to entering into the !BR period. 

2.4 If not, please describe Creative Energy's plans for reverting to cost of service or other ratemaking 
alternative. 

{01033105; 1} 

Response: The IBR is based on a cost of service test year for the rates to be based off of. If 

Creative Energy intends to do another IBR application, it is likely a cost of service year will be 

necessary in the year following the period of this application. 

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 I BR years. 

Response: Creative Energy intends to be consistent with TES Guidelines that conclude 

cost of service ratemaking should be a last resort. 
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43 .1. Please confirm, or otherwise explain, that if rate base for Creative Energy expands 
significantly above the expected capital expected under IBR then the cost of service 
revenue requirement after IBR could result in an increase in rates for customers. 

44. Reference: Exhibit B-9, CEC 1.8.1 

8. Exhibit B-1, page 3 

IBR assumes that operational and service costs will remain stable over the proposed 5 years of 

lhe IBR rnecl1a11is111 1 which ir1ce11liviLes lhe ulilily lu keeµ cos ls Jow11 so ll1al lhe fo, ecdsled 

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. 

8.1 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. 

Response: Not confirmed. If the load decreases during this period, the utility will not earn a 

higher rate of return. 

44.1. Please confirm that, absent a change in load, if the revenue requirements increase more 
slowly than inflation the utility will earn a higher rate of return than planned for in its 
IBR. 

44.2. Please confirm that with a significant increase in customer load it is likely that the utility 
will earn a higher rate of return than planned for in its IBR. 

45. Reference: Exhibit B-8, BCOAPO 1.6.3 and Exhibit B-1, page 17 

{01033105;1} 

6.3 Please provide Creative's forecast of customer attachments for 2018. 

Response: Creative Energy has two customers forecasted to connect in 2018. One of 

the customers is connecting as a hot water customer in NEFC. Creative Energy has also lost a major 

steam customer. Customer names are commercially sensitive information and will not be released. 

The forecasted loads of the customers both gained and lost are shown in the table below. 

Customer Hotel Residential Tower Commercial Building 

Anticipated Date August 2018 September 2018 January 2018 

Annual Load (M#s) 1,1001 9,549 2 10,3503 

1 Load based on existing building gas bills 

2 Load based on engineering estimates from project mechanical consultant 

3 Load based on 2017 approved load forecast 
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4.0 Demand Forecast 
Creative Energy will be taking load forecast risk on the !BR 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 !BR. There are 

currently no new customers anticipated to connect 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 !BR mechanism. There has been a 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 IBR 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. 

45 .1. Please break out the loads for those lost and gained in 2018 for the above Table. 
45.2. Did the Commercial building load attach as anticipated? 
45 .3. Please provide the above table for 2019-2022, if available. 

46. Reference: Exhibit B-9, CEC 1.8.2 

8.2 Please confirm, or otherwise explain, that Creative Energy would not be appropriately pursuing 

the !BR if it believed that it would not be to the shareholders' benefit. 

Response: Not Confirmed. Creative Energy is pursing the IBR to be able to set rates for their 
customers that are stable and predictable. The IBR is also intended to reduce the frequency of 

regulatory proceedings as the costs incurred continue to rise. The !BR is to the benefit of the 

customers, as both staff time and company spending can be put towards customer needs 

instead of PACA funding and !Rs. 

46.1. Please confirm that if actual revenues are above those anticipated, and/or costs or lower 
than anticipated during IBR, then the shareholder will benefit. 

46.2. Does Creative Energy anticipate that the shareholder will earn more or less than 9.5% 
ROE during the IBR period? 

{01033105;1} 
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47. Reference: Exhibit B-7, BCUC 1.24.1 and 1.24.2 and Exhibit B-9, CEC 1.9.1 

24.0 Reference: DEMAND FORECAST 
Exhibit B-1, Section 4.0, p. 17; Order G-13-17 dated February 1, 2017; 
Creative Energy 2016-2017 RRA Decision, Table 6, p. 23 
Steam demand forecast 

In the Application, Creative Energy states that it proposes to use the 2017 load forecast during the five
year term of the IBR plan because it does not expect significant changes in load. 

By Order G-13-17, the Commission approved Creative Energy's 2017 steam service demand forecast, as 
set out on Table 6 of the Creative Energy 2016-2017 RRA Decision issued concurrently with Order 
G-167-16. For convenience, this table has been copied below: 

Table 6 
Total Steam Demand Forecast 

Steam Demand 2016 2017 

Existing Steam Customers Mlt 1,067,999 1,069,572 

Ni:FCM# 5,44() 28,942 

Total Demand (NHC • Steam) (MH) 1,073,439 1,098,514 

24.1 Please confirm, or explain otherwise, that the load forecast for steam and NEFC customers that 
Creative Energy proposes to use during the five-year IBR plan is the forecast shown above in 
Table 6 of the Creative Energy 2016-2017 RRA Decision issued concurrently with Order 
G-167-16. 

Response: Confirmed. 

24.2 Please discuss the likelihood that Creative Energy's load will increase over the next five years. 

Response: The biggest driver of our current load, Is weather. We do not anticipate any material 
net changes to our load due to customers, we are at risk of customers leaving the system or 
customers finding ways to reduce their loads. This is a risk to Creative Energy, that we will 
manage as a company. 

24.2.1 In the event that Creative Energy's load increased during the proposed IBR term, how 
would Creative Energy propose to address this to ensure that rates being charged to 
customers are not higher than appropriate? 

Response: The !BR mechanism we have proposed puts the company at risk for 
decreased load, as well as, increases. Annual loads are highly dependent on weather 
and are expected to fluctuate. 

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

Response: Creative Energy faces competition from any other provider or source of thermal 

energy available to customers. Green building policy has also become a competitor to Creative 

Energy as our only offering is high carbon. 

4 7 .1. Please confirm that NEFC represents a major customer for Creative Energy. 
47.2. Please confirm that there is no material risk that Creative Energy would lose the NEFC as 

a customer over the next five years. 
47.3. What plans, if any, does Creative Energy have to address the issue of its 'high carbon' 

offering? Please explain. 
47.4. Does Creative Energy expect to work with the City of Vancouver, others or 

independently during the next five years to provide low carbon offerings? Please explain. 

{01033105;1} 
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48. Reference: Exhibit B-1, page 17 and Exhibit B-9, CEC 1.9.4, CEC 1.9.5 and Exhibit 
B-9-1, CEC 1.9.4 

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 connect 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 been a 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 IBR 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. 

9.4 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. 
Response: This is dependent on the size of the customer. See table below for a range. 

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

CEC 9.4 

Response: Loss of a significant customer would cause rates to increase. The loss of a large 
customer (, 15,000,000 lbs per year) would result in a 1-1.5% increase in rates. 

Creative Energy request reference to the table be removed and replaced by the following answer: 

Every loss of $100,000 in revenue from a customer disconnection will have reduce the ROE by 

approximately 1%. 

48.1. Please provide context for the distribution of Creative Energy's customers by providing a 
chart showing the distribution of customers with annual revenues on the X axis and 
number of customers on the Y axis and provide the data table. 

48.2. Creative Energy states that the loss of a significant customer would impact customer rates 
in the order of 1-1.5%. Would customers experience this rate increase under IBR? Please 
explain. 
48.2.1. Please explain when the rate increase would occur. 

{01033105;1} 
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48.2.2. If during IBR would Creative Energy apply, or need to apply, for a rate increase 
under IBR if this loss were to occur? 

48.3. Please elaborate on the impact to Creative Energy if a customer is acquired including the 
impact on the rate of return under IBR. Please provide quantification as provided in CEC 
1.9.4. Will every gain of $100,000 in revenue from a new customer connection increase 
the ROE by 1 %? 
48 .3 .1. Please identify when the impact would occur relative to the IBR period. 

48.4. How would the acquisition of a significant customer impact customer rates under IBR 
and under Cost of Service? Please explain and provide examples with quantification. 

48.5. Will the acquisition of a large customer(+ 15,000,000 lbs per year) result in a 1-1.5% 
decrease in rates? Please explain. 
48.5 .1. Please identify when the impact would occur relative to the IBR period. 

49. Reference: Exhibit B-9, CEC 1.9.6 

9.6 Please explain how the 'opportunity to earn a fair return' could be impacted as a result of 

responding to customer service requirements. 

Response: In some circumstances, the cost of meeting customer service requirements may not 

be recoverable from customers, either because of regulatory decisions or because of 

competitive pressures, and will reduce the "opportunity to earn a fair return". For utilities in a 

competitive market, all increases in costs have the potential to reduce the "opportunity to earn 

a fair return''. 

49 .1. Please confirm that Creative Energy has a monopolistic position for the provision of 
steam heat service in the Vancouver area. 

50. Reference: Exhibit B-7, BCUC 1.27.4 

27.4 Line 25 of Appendix 2 of the Application shows "Actual/Proposed Return on Equity" and line 15 
of Schedule 13 in Appendix 1 of the Application shows "Cost of Capital% (Actual & Proposed)." 
Please confirm that the $1,045,000 and 9.5 percent shown on these lines, respectively, reflect 
the allowed ROE and equity thickness of Creative Energy as established by Order G-82-15. If not 
confirmed, please clarify. 

Response: Confirmed 
27.4.1 What are Creative Energy's Actual capital structure and Actual ROE? Please provide the 

Actual amounts from 2011 to present. 

2011 2012 ~ 2014 2015 2016 2017 

Debt 14,851,401 14,997,507 16,821,700 17,310,463 16,085,813 17,289,037 21,342,946 

Total Debt/Equ 24,184,907 24,290,389 24,439,235 25,611,460 25,800,773 28,023,287 33,300,086 

Equity 38.0% 35.4% 36.6% 32.4% 37.7% 38.3% 35.9% 

Debt 61.4% 61.7% 68.8% 67.6% 62.3% 61.7% 64.1% 

Earned Return $1,263,184 $ 706,124 $ 485,597 $ 543,633 $ 221,100 $ 864,026 $1,222,890 

ROE 13.7% 8.2% 5.4% 6.5% 2.3% 8.0% 10.2% 

Note that 2017 is still a forecast number. 

{01033105;1} 
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50.1. Please discuss the factors that contributed to the increase in Earned Return between 2016 
and that forecast for 2017. 

50.2. Please discuss the factors that contributed to the lower rates of return in 2012, 2013, 2014 
and 2015. 

50.3. How would Creative Energy expect to respond if it did not meet its allowed rate of return 
of 9.5% over a period of 2 or more years during the IBR period. 

50.4. Are there any conditions under which Creative Energy would seek to end the IBR during 
its term? Please discuss. 

51. Reference: Exhibit B-9, CEC 1.12.2 and Exhibit B-1, Appendix 3 

REVENUE REQUIREMENTS 

2018 STEAM· SUMMARY 
1 

2 REVEtlU[ REQUIREMENT· CHANGE SUMMARY 

3 Cost Of S('rvke-

Ful.'t Re<:overy 
!l1;c1t Fut>\ 

O&.M 

Tnt,1l 0~1aUng and Maintenance 

Municipal Aco:-s~ Fees (IMF) 
10 Tutal Operating and Mainten<1nc~ (incl. t.\AFJ 
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IBR 
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Appandix 3 
Pension Reg, 
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Deferral Deferral Total Rate 
Account Account Change 

2010 2010 
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Please explain why the IBR base in Exhibit B-1, Appendix 3 shows Total Operating and 
Maintenance Expenses of $4,532,400 and Creative Energy's Adjusted Regulatory Gross 
O&M Expenses are $4,552,800 in the above response. 
Why are Creative Energy's Steam Production expenses in the Adjusted Base about 9% 
higher than 2017 approved? 
Why are Creative Energy's 2017 Adjusted Base Distribution Expenses operations about 
22% higher than 2017 approved? 
Why are Creative Energy's 2017 Adjusted Base Sales and Promotion expenses 37% 

higher than 2017 approved? 
Why are Creative Energy's 2017 Adjusted Base Director Fees about 40% higher than 
2017 approved? 
Why are Creative Energy's 2017 Adjusted Base Admin and General Maintenance about 
88% higher than the 2017 Approved? 

(01033105;1} 
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52. Reference: Exhibit B-9, CEC 1.14.1 and 1.14.3 and 1.4.4 and Exhibit B-7, BCUC 
1.16.2 

14. Exhibit B-1, page 11-12 and page 12 

3.2.3 Capital 
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exp1mditu1es. over Uw p.1sl s0vc,n y~(1rs havt.' ber·n on averaae $1.111\. Set1 r,1ble 1 below, 
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for 1ho r,rnod 2018-?02 2. Under ;iii rntc-m;iking aprmachrs other than cost of scrvlr.0, 
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capita! ,11te1 i?i. In the f uh.Jre, if Q ,i,pital ptoje,;.t ~,..ceeds what C1e~tive Cnergy considt:1s 

l.id~t; (,apilaL tlit:n CttM\ive En~, gy will '::it:fk apµruval fur such i.:apildl ~ipendilures 
b1 . .:f91c comrni!.lir,8 lo lh,; c-npill'!I projr.~d. 

CrcJtivc Fnergy h;-is left ii "BJso IBR CapitJI" Jmount in the IBR rJtcs to cover 

regular capital additions lo the System. Regular capital additions include boiler 

upgrudcs to the plant und to the manholes within the di:ilribution system. The 

boiler upgrades include control upgrades, back up and redundancy 

instrument;-itions. The distribution cnpital additions p0rtain to restoriltion 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 consislenl during 

the previous 5 years, CreJtivn 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. 
Response: Confirmed. 

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. 

Response: Not confirmed. Creative Energy has included a capital expenditure into its revenue 

requirement. 

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. 

{01033105;1) 

Response: Not confirmed. Creative Energy Is asking for approval to increase our tariff rates and 

not to changes in our rate base. 
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16.2 Please confirm that the amounts shown for years 2011 to 2016 in Table 1 above are Actual 
capital expenditures (i.e. only 2017 is a Forecast capital expenditure). 

RESPONSE: Confirmed that the amounts shown for years 2011 to 2016 are in fact Actual Capital 
expenditures. 

16.2.1 If not confirmed, please clarify which amounts are Actual capital expenditures and 
which amounts are Forecast capital expenditures. Please also provide an amended table 
which includes only Actual capital expenditures for years 2011 to 2017. 

52.1. In CEC 1.14.1 Creative Energy confirms that the Capital Additions in Table 1 are Capital 
Additions and not capital expenditures. In BCUC 1.16.2 Creative Energy confirms that 
the amounts are capital expenditures. Please confirm that Creative Energy is using the 
terms interchangeably, or otherwise rationalize. 
52.1.1. If not confirmed, please provide annual capital expenditures and annual capital 

additions for Table 1. 

53. Reference: Exhibit B-8, BCOAPO 1.10.1 

10.1 Does this proposal amount to the assumption that - even in the absence of any net 
capital investment during the term of the proposal - that rate base costs would be 
escalated by the proposed inflation factor when, in fact, rate base costs would actually 
be decreasing (in the event of no net investment) due to increasing accumulated 
depreciation? Please explain and indicate why it is appropriate to inflate capital costs 
in this manner. 

Response:. It is assume the existing rate base is decreasing by depreciation. Separate to that, 
we forecast capital expenditures and those valued tend to have inflationary increases. 
With an aging system such as Creative Energy's, in order to maintain the reliability and 
performance of the system, a scenario where the net capital investment is zero is 
virtually impossible. Creative Energy has a five-year rolling capital plan to ensure that 
proper capital investment is made year over year to maintain the existing system. 

5 3 .1. Please provide Creative Energy's forecast capital expenditures, forecast capital additions 
and depreciation by year for the next 5 years. 

54. Reference: Exhibit B-9, CEC 1.19.2 

19.2 How does Creative Energy propose to deal with extraordinary windfalls? Please explain. 
Response: The Commission has a mandate to ensure fair and reasonable rates -"extraordinary 

windfalls" are not expected and would be within the Commission jurisdiction to review. 

54.1. How would Creative Energy define an extraordinary windfall? 
54.2. How and when would the Commission likely become aware of any extraordinary 

windfalls? 
54.3. Please confirm that in addition to reviewing a windfall, the Commission would have the 

authority to disallow the windfall. 

{01033105;1} 
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55. Reference: Exhibit B-9, CEC 1.26.1 and Exhibit B-2 

• 
• 
55.1. 
55.2. 

• Please see Exhibit B-2 for 2016 and 2017. 
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Exhibit B-2 does not contain the requested information. Please identify where the CEC 
can find the 2016 and 201 7 Actual figures. 
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56. Reference: Exhibit B-9, Creative Energy Responses to CEC 1.3.1 and 1.3.2, Exhibit 
B-5, Creative Energy Letter of Scope page 2, Exhibit A-8, BCUC Order G-90-18 

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 cornpetiiive pressures provide more than sufficient incentives to the Company to reduce 

costs. 

3.1 Please provide a jurisdictional review of other utilities in Canada being regulated by 1BR. 
Response: Order G-90-18 determined that this IR is out of scope. 

3.2 Please provide a list of independent resources, with links, reviewing the advantages and 

disadvantages of IBR ratemaking. 

Response: See 3.1. 

Such a jurisdktional review is beyond the expertise of Creative 

3.1 
Energy1 Creative Energy expects the cost of engaging such an 
expert would far exceed the probative value and the annual rate 
increases of this Application. 

4,7 Unrelated to Identified Areas/Issues and is specific to cost of 
service 
Unreasonable amount of historical information, actual costs of 

4,8 last application and estimate of costs of this Application will be 
filed 

5.2 
Total labour costs for past 10 years is an unreasonable amount 
of historical information with limited or no probative value 
The Company and union have agreed to a new CBA with 

5.4 reasonable and fair costs that will be filed on the record of this 
proceeding 

56.1. Creative Energy contested 3.1 but did not contest CEC 1.3.2 and the Commission did not 
rule on CEC 1.3 .2. Please provide a response. 

57. Reference: Exhibit B-9, CEC 1.4.4 

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

dealing with the regulatory process. 

Response: Customer service issues that are important to customers that may or rnay not be 

important to interveners. 

57.1. The CEC is unable to identify the customer service issues that Creative Energy intends to 
focus on from the above response. Please provide a response to the information request. 

{01033105;1} 




