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REQUESTOR NAME: BCUC Panel 

INFORMATION REQUEST ROUND NO: 1 

APPLICANT: Creative Energy Vancouver Platforms Inc. 

DATE: November 19, 2018 

PROJECT NO: 1598962 

APPLICATION NAME: Creative Energy Vancouver Platforms Inc. 
Application for a  CPCN for the Beatty-Expo Plants 
and Reorganization 

CREATIVE ENERGY VANCOUVER PLATFORMS INC.  
RESPONSE TO PANEL INFORMATION REQUEST NO. 1 

On page 7 of Exhibit B-1 (Application), Creative Energy Vancouver Platform Inc. (Creative Energy) states: 

Given that Creative Energy’s portion of the total project cost (estimated at $53.1 million) is 
limited to 15 million, subject only to additional costs for change orders requested by Creative 
Energy or project delays caused by Creative Energy (and the Developer bears all other cost 
risks), Creative Energy proposes that the Commission include a condition on its CPCN approval 
that Creative Energy's rate base shall increase by $15 million as a result of the Proposed Project, 
subject to adjustments approved by the Commission for inclusion in rate base in connection 
with any change orders requested by Creative Energy or project delays caused by Creative 
Energy, and to any secondary payment as noted below. [Emphasis added]  

In response to BCUC IR 136.1 and 136.4, Creative Energy stated that the following journal entry provided 
in BCUC IR 1.72.3.1 “was an oversight… [and] there should be no debit to contributed surplus and no 
credit to the asset account”: [Emphasis added] 
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1.1 Given the proposed journal entries and corrections, the Panel notes that there is no credit to the 
property, plant and equipment (PPE) account (e.g. Contributions in Aid of Construction). Typically, 
the continuity schedule for PPE is: Gross PPE less CIAC equals Net PPE. Net PPE after accumulated 
depreciation is a component of net rate base, which is used to calculate the allowed return on 
equity (ROE) on an annual basis. If Creative Energy proposes that there should be no credit to the 
asset account, then net rate base for regulatory accounting purposes will increase by the total 
project cost of the Proposed Project, as opposed to $15 million as noted on page 7 of the 
Application.  
 
For clarity, please confirm the PPE amount that Creative Energy proposes to add to net rate base for 
regulatory accounting purposes as a result of the Proposed Project (e.g. the total project cost or $15 
million).  
 
Response:  
 
Creative Energy appreciates this opportunity to provide clarity.   
 
Before reviewing the specific entries, Creative Energy would like to be absolutely clear that 
nothing has changed since the Application was filed and the intention remains that rate base will 
increase by only $15 million as a result of the Proposed Project. There will be a difference 
between Creative Energy's PPE for the purposes of reporting in accordance with Accounting 
Standards for Private Enterprises (ASPE) and the PPE for ratemaking and BCUC reporting purposes 
(i.e., for calculating rate base, depreciation expense and allowed return). Different PPE for ASPE 
accounting versus ratemaking purposes is not new for Creative Energy. For example, for many 
years the parking lot land at the south end of 720 Beatty Street has been part of Creative Energy’s 
PPE (at original cost) in its ASPE reporting and has been deducted from rate base for ratemaking 
purposes. 
 
Below is a summary of the entries in relation to the Proposed Project, from ASPE compliant 
entries through to the adjustments for calculating rate base. Creative Energy requests the Panel 
use the response to this IR as the Company’s evidence regarding the accounting treatment of the 
costs of the Proposed Project. In addition to clarifying the specific entries and treatment, this 
response uses the cost estimate for the Proposed Project as presented in Appendix B of the 
Application (that is, the $53.1 million cost estimate for the Proposed Project).   The amounts 
shown on the original Appendix D of the Application used an earlier cost estimate that did not 
include AFUDC.   
 
Please note Creative Energy uses ASPE accounting standards and the treatments would be the 
same under IFRS. 
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1.2 If the response to the Panel IR 1.1 is the total project cost, please discuss the reasons why Creative 
Energy amends its proposal.  
 
Response:   
 
Creative Energy would like to be absolutely clear that nothing has changed since the Application 
was filed and the intention remains that rate base will increase by only $15 million as a result of 
the Proposed Project.  
 
As shown in the response to Panel IR 1.1, the PPE for the purposes of reporting in accordance with 
ASPE and the PPE for ratemaking and BCUC reporting purposes will be different. The amount 
included in rate base for ratemaking purposes will reflect only the $15 million cost to Creative 
Energy.    

Journal Entries for Creative Energy Vancouver to comply with ASPE

1 Dr Cash $53.1M Note: Estimate of final project cost, including capitalized AFUDC. 
   Cr Loan payable to developer $15M
   Cr Contributed Surplus $38.1M Note: Actual amount of contributed surplus will depend on final project cost. 

2 Dr PPE $53.1M
   Cr Cash $53.1M

3 Dr   Depreciation expense $X
   Cr Acc. Depreciation $X

Dr Contributed Surplus $38.1M
   Cr  PPE $38.1M

Dr Acc. Depreciation $X*($15M/$53.1M)
   Cr Depreciation expense $X*($15M/$53.1M)

From an income tax perspective, only $15M of the cost of construction of the asset will go into 
the undepreciated capital cost balance ("UCC"); UCC is used to determine capital cost allowance 
which is deductible from income to arrive at taxable income 

This entry is recorded to adjust the depreciation taken in the ASPE compliant financial 
statements to reflect the depreciation that applies to the $15M of PPE in rate base 

From a regulatory perspective, given only $15M of the cost of construction of the asset will go 
into rate base, the following adjustments to the ASPE financial statements will need to be made:

This entry is to record the cash injection from the Developer to Creative to finance the 
construction, of which $15M will be repayable and will be recorded as a loan.  The 
residual must go to an equity account, such as contributed surplus. 

This is a simplified (net) entry to book the asset at cost, and to relieve the cash that will 
be used to construct it.

In accordance with ASPE, once the asset is constructed and put into service, the 
Company will need to amortize the $53.1M asset over its useful life in accordance with 
its PPE/depreciation policy. 

This entry will appropriately reflect the PPE balance that is to be recovered from the 
rate base, plus it will ensure the appropriate debt/equity ratio's are calculated to comply 
the levarge ratio allowed by the BCUC.
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1.3 If the response to the Panel IR 1.1 is $15 million:  

 
(a)  Please provide the journal entry(s) to reduce the net rate base addition as a result of the 

Proposed Project from the total project cost to $15 million.  
 

a. If Creative Energy believes that no journal entry(s) are needed, please explain how it will 
ensure that annual depreciation expense on PPE and its allowed ROE will be calculated for 
ratemaking purposes, if there is no contra-account (i.e. CIAC) to Gross PPE. 

 
(b)  Please discuss how Creative Energy proposes to prepare the following continuity schedules for 

regulatory accounting purposes and include the proposed financial schedules: (i) Gross PPE 
continuity schedule; (ii) CIAC continuity schedule; (iii) Net PPE continuity schedule; (iv) 
Accumulated depreciation continuity schedule, (iii) Gross rate base continuity schedule; and (iv) 
Net rate base continuity schedule.  

 
Response:   
 
Please see the response to Panel IR 1.1. As shown in the entries presented in the response to 
Panel IR 1.1, depreciation expense for ratemaking purposes will be determined as a pro rata share 
of the PPE depreciation based on total project cost.   
 
Also as discussed in the response to Panel IR 1.1, different PPE for ASPE accounting versus 
ratemaking purposes is not new for Creative Energy. Schedule 8 below is the schedule Creative 
Energy currently uses to reflect the adjustments to rate base for non-regulated plant.  Following 
the Proposed Reorganization and completion of the Proposed Project a similar schedule will be 
used to transparently show the adjustments to PPE for ratemaking purposes.  The new schedule 
will be similar to Schedule 8, except that:  
 
• The adjustments to book value of land would be eliminated (Lines 1 through 6).  There would 

be a one time adjustment to the book value of land in PPE to reflect the removal of surplus 
property and no further annual adjustments would be required to the book value of 
remaining land for rate base and ratemaking purposes.  

 
• The schedule would also reflect the adjustments to ASPE accounting PPE (building and plant) 

to remove the contributed surplus in connection with the Proposed Project. These 
adjustments would show both the reductions in the accounting PPE to derive rate base (for 
financing expenses) and also the adjustment to accounting depreciation expenses required for 
ratemaking purposes.  
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By BCUC Order G-82-15, Creative Energy’s rate setting is based on the default equity thickness of 
42.5 percent and equity risk premium of 75 bps for regulated Thermal Energy Systems.  
 
In response to BCUC IR 136.2, Creative Energy stated that its $15 million portion of the Proposed 
Project "will be financed as part of the utility’s total capital financing requirements which is a mix of 
debt and equity. The allowed debt component is 57.5% and the equity component is 42.5%."  
 

1.4 Please discuss how Creative Energy’s proposed financing for the $15M will impact its approved 
Debt-to Equity ratio, if at all. 
 
Response:  
 
There will not be any impact to the allowed debt-to-equity ratio of the utility.    
 
Creative Energy will make the $15 million payment in two installments: $9 million when the Expo 
Plant is in service and $6 million when the Beatty Plant is in service, and these amounts will be 
added to rate base respectively. Creative Energy will finance the payments based on the allowed 
debt-to-equity ratio, current equity thickness, and debt room of the company at the time of each 
payment, in the same manner as other capital spending.   
 
The contributed surplus shown in the response to Panel IR 1.1 will not be included in the equity 
calculations nor have any impact on the allowed debt-to-equity ratio of the utility.   




