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Corix Multi-Utility Services Inc. 
Revenue Requirement and Rate Application for Dockside Green Energy Utility 

 
Response to Information Request No. 2 

From the British Columbia Utilities Commission 
 

 
A. INTERIM RATES AND TARIFF TERMS AND CONDITIONS 

 Reference: INTERIM RATES AND TARIFF TERMS AND CONDITIONS 
Exhibit B-4, BCUC IR 1.1 
Fixed Charge Rate Rider 

In response to British Columbia Utilities Commission (BCUC) information request (IR) 1.1, Corix 
Multi-Utility Services Inc. (Corix) stated the following: 

Corix proposes to use the RDDA [Revenue Deficiency Deferral Account] to address the 
2019 difference in revenue between the interim rates and the final approved rates. The 
incremental revenue caused as a result of proposed rates that are higher than interim 
rates would be added to the RDDA balance at the end of 2019 with adjustments made 
for interest at Corix’s weighted average cost of capital…Should the difference in annual 
revenue between proposed rates and interim rates be greater than $16,800, then Corix 
proposes to recover this difference plus interest over 12 months through a Fixed Charge 
Rate Rider beginning January 1, 2020. The figure of $16,800 represents $200 per month 
for 12 months for the 7 connected customers. 

16.1 Please fully explain why Corix is now proposing to use a Fixed Charge Rate Rider to recover any 
difference between interim and permanent rates greater than $16,800, rather than recording 
the difference in the RDDA. 

Response: 
Corix proposes to recover any difference between interim and permanent rates through a rate 
rider as this approach provides and promotes transparency in clearly identifying the difference 
in revenue between the 2019 interim and permanent rates. However, the use of rate riders 
could result in customer confusion with the tariff/bill and additional costs incurred by Corix to 
address customer queries/concerns regarding the rate rider. In addition, DGE is in a unique 
circumstance whereby the RDDA began with a negative balance (available funds). The shortfall 
in revenue each year is withdrawn from the available funds in the RDDA. Corix’s proposal would 
mitigate (i) potential customer confusion and associated additional costs; and (ii) unnecessarily 
burdening the RDDA with the recovery of material amounts above the threshold. Amounts 
below the threshold are considered to be marginal and could be recovered from the RDDA. 
 
A fixed charge rate rider is being proposed to ensure recovery of the difference between 
proposed rates and interim rates within a specified timeframe (12 months). Recovery through a 
variable charge rate rider is susceptible to varying customer consumption and could also result 
in additional interest costs at Corix’s weighted average cost of capital if the recovery period is 
more than 12 months.  

 
16.1.1 As part of the above response, please explain how Corix’s revised Fixed Charge Rate 

Rider proposal is consistent with a levelized rate design approach. 

Response:  
Corix’s proposal only introduces a Fixed Charge Rate Rider above a specified threshold 
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of $16,800. This is more than two times (2x) the anticipated difference in annual 
revenue between interim and proposed rates for DGE ($6,971 calculated in Corix’s 
response to BCUC IR 1.1). The fixed charge rate rider revenue would be used to credit 
the RDDA to bring it back to the level that it would have been had permanent rates 
been set from January 1, 2019. This is consistent with the financial model’s calculation 
of the proposed levelized rates, which assumes permanent rates effective January 1, 
2019 and excludes the use of the RDDA to recover a shortfall in 2019 due to the use of 
interim rates. 

 
 
16.2 Please explain why Corix considers it reasonable from a rate impact perspective to collect the 

difference between interim and permanent rates over 12 months as opposed to smoothing the 
rate impact through the RDDA. As part of this response, please provide the total bill impact in 
2020 of the proposed inclusion of the Fixed Charge Rate Rider coupled with the proposed three 
percent increase to levelized rates. 

Response:  
If a typical RDDA was used to recover the difference between interim and permanent rates, the 
difference would be spread out over the life of the RDDA. However, DGE’s situation is unique in 
that the RDDA began with a surplus of $1,000,000 (negative balance). Whenever there is an 
annual shortfall in revenue a withdrawal is made from the surplus balance equal to the amount 
of the revenue shortfall. If the BCUC were to approve the proposed rates before the end of 
2019, and direct Corix to use the RDDA to recover the difference between interim and 
permanent rates for DGE, then the revenue shortfall for 2019 would not be smoothed out over 
several years. Instead, it would be recovered all at once at the end of the year (2019). 
Conversely, the use of the fixed charge rate rider would lead to the recovery of this amount 
spread out over 12 months throughout 2020. 
 
Total Bill Impact of Fixed Charge Rate Rider 

 2019 Difference between Proposed and Interim: $6,971 
 2020 Forecast Floor Area: 32,343 sq. metres 

2020 Monthly Fixed Charge Rate Rider: $0.0180 per sq. metre 
 
Based on 2018 consumption, a customer with a 1,000 square foot (93 square metre) residential 
suite with an annual consumption of 5,882 kWh would experience an increase of 7.52% or 
$54.00/year ($4.50/month) on their annual 2020 energy bill with the fixed charge rate rider 
included. 

 
 
16.3 Please explain how Corix arrived at the proposed dollar threshold of $16,800, or $200 per 

month for 12 months for the 7 connected customers, and explain why Corix considers this an 
appropriate threshold to implement a Fixed Charge Rate Rider. 

Response: 
Corix believes that this $2,400 ($200 per month for 12 months) was a reasonable threshold for 
each of the 7 building connections (Corix customers) based on historical 2018 revenue from 
each Corix customer.  

 
 
 
16.4 Please clarify the basis on which the interest on the difference between interim and permanent 

rates would be calculated in the event Corix is approved to implement the Fixed Charge Rate 
Rider (i.e. short term interest, weighted average cost of debt, weighted average cost of capital). 
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Response:  
Corix is proposing to utilize its Weighted Average Cost of Capital to calculate the cost of capital 
on the difference between interim and permanent rates. 
 
16.4.1 If the response to the above IR is not short term interest, please explain why Corix’s 

proposed treatment is appropriate given the short term over which the interim versus 
permanent rate variance would be collected. Please reference other BCUC 
determinations regarding the interest applied on the difference between interim and 
permanent rates for other regulated utilities as part of this response. 

Response: 
Per prior directive from the BCUC, Corix is presently accruing interest charges for the 
benefit of rate payers on the negative balance in the RDDA based on its Weighted 
Average Cost of Capital.  Had the Permanent Rates been in effect from the start of 2019, 
the difference between the Permanent Rates and the Interim Rates would have 
manifested through an increase or decrease in the negative RDDA balance.  Therefore, 
the use of Weighted Average Cost of Capital represents the true cost that Corix will have 
incurred due to a shortfall in revenue, or conversely the true benefit that Corix will have 
received due to an excess of revenue.  

 

 Reference: INTERIM RATES AND TARIFF TERMS AND CONDITIONS 
Exhibit B-4, BCUC IR 1.2 
Tariff Terms and Conditions 

In response to BCUC IR 1.2, Corix outlined the substantive differences between its revised terms and 
conditions and those of DGE LLP’s: 

2. Late Payment Charge. The DGE LLP tariff has a $15.00 threshold for issuing an 
overdue invoice with a late payment charge. The Corix tariff does not have a similar 
threshold. The Corix tariff also has an additional collection charge where “Customer’s 
account is overdue and requires additional effort to collect.” The collection charge is set 
out in the rate schedule. [Emphasis added] 

… 

6. Charges on Termination. The Corix tariff states that if the Customer terminates the 
Customer Agreement, the Utility may charge the Customer the cost of all infrastructure 
associated with the provision of services to the Customer if the Utility determines that 
such charge is necessary to ensure other Customers on the system are not adversely 
impacted by Customer’s termination of the Customer Agreement. The DGE LLP tariff 
does not contain a similar provision. [Emphasis added] 

17.1 Please explain in detail what is meant by “additional effort” in reference to the additional 
collection charge. How does Corix determine when this charge is applied? 

Response:  
In this case, “additional effort” means any action undertaken by Corix, or a third party on Corix’s 
behalf, to collect customer payments on overdue accounts following Corix’s issuance of a 
“further bill” (as referenced in section 14 of the Terms and Conditions of Customer Service). 
Such action may include, without limitation: making telephone calls to a Customer; sending 
further bills or written communication to a Customer; or referring the matter to a third-party 
collection service. The collection charge applies automatically to any account that is overdue 
and any portion remains unpaid after Corix issues the second or further bill and takes further 
action to collect.   
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17.2 Please provide a breakdown and description of the costs comprising the $45.00 Collection 

Charge. 

Response:  
This charge was structured and is meant to recover the minimum cost incurred by Corix in 
respect of additional efforts as outlined in response to BCUC IR 17.1 above. 

 
 
17.3 Please explain in detail what is meant by “adversely impacted” in reference to the charges on 

termination. How does Corix determine if other customers are adversely impacted? 

Response:  
Corix is proposing a 5-year rate levelization period whereby rates are determined based on 
forecasted annual revenue requirements, annual revenue and deferral account balances for 
each of the years during such levelization period. If one of the customers were to terminate 
service, then this would lead to a reduction in annual revenue over the remainder of that 
levelization period. This would adversely affect the remaining customers, as the levelized cost of 
service would now have to be recovered from the remaining customers, leading to an increase 
in their cost of service respectively. The termination charges recognize that the cost of 
infrastructure incurred to serve a customer will be recovered over a number of years through 
the use of levelization. 

 
 

B. PROJECT DESCRIPTION 

 Reference: AMENDMENTS TO APPLICATION 
Exhibit B-3 (Amended Application), Cover Letter, p. 2; Exhibit B-1, pp. 32–33 
Use of the Cleaver-Brooks Boiler 

On page 2 of the Cover Letter to the Amended Application, Corix states the following: 

Corix now proposes to lay-up the Cleaver-Brooks natural gas boiler once the three 
condensing natural gas boilers are connected to the DGE district energy system. This 
amended proposal means the Cleaver-Brooks boiler would be disconnected from the 
district energy system and shut down until the next time it is required to provide system 
back-up and redundancy. Based on the buildout schedule, Corix is able to lay-up the 
boiler until 2029, which is when incremental capacity will be required to provide system 
back-up and redundancy for the three natural gas boilers proposed to be installed in 
2019. In the base case Corix now forecasts the reconnection of the Cleaver-Brooks 
boiler in 2029 to provide system back-up and maintain a redundancy not less than 70%. 
It should be noted that prior to when the additional incremental capacity is required 
(anticipated to be 2029), Corix would assess several options for providing system back-
up and redundancy. While the current base case incorporates the reconnection of the 
Cleaver-Brooks boiler in 2029, Corix will determine the appropriate course of action and 
seek the relevant approvals from the BCUC closer to that time. 

18.1 Please discuss the likelihood that the Cleaver-Brooks boiler will be reconnected in 2029 versus 
the likelihood of Corix using another option for providing system back-up and redundancy at 
that time.  

Response:  
At this time Corix is unable to discuss the likelihood of reconnecting the Cleaver-Brooks boiler in 
2029 versus the likelihood of using another option for providing system back-up and redundancy 
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at that time. Several factors will play into Corix’s decision prior to when the additional 
incremental capacity is required. Each of these factors will be assessed at that time, including 
the buildout and load demand, available technology, legislation and government policies, and 
the potential impact to customer rates of the available options. 

 
 
18.2 Please discuss if Corix explored disposing of the Cleaver-Brooks boiler at this time, and then 

assessing options for system back-up and redundancy when needed. Please discuss the merits 
and downsides of such an approach, including any proceeds Corix could expect to receive by 
disposing of the Cleaver-Brooks boiler at this time. 

Response: 
Corix purchased all assets of DGE for $1, including the Cleaver-Brooks boiler. Corix has evaluated 
many options in respect of this boiler and determined that at this time, the cost of removal and 
disposal would likely far exceed and any potential sale value of the asset and therefore 
disposition would likely lead to unnecessary cost burden to ratepayers. 

 
 
18.3 Please discuss if having the Cleaver-Brooks boiler inactive for a period of 10 years will affect its 

future performance. Is there any degradation that could be expected to occur due to not being 
in use? Please discuss. 

Response:  
No. Corix will undertake the specific steps to properly lay-up the boiler in a manner that 
preserves its parts and associated equipment.  

 
 
On page 2 of the Cover Letter to the Amended Application, Corix also states: “This change impacts the 
2029 Operating costs due to staffing requirements associated with the use of the Cleaver-Brooks boiler, 
and has only a minimal impact to the 2029 capital costs (reconnection costs).” 
 
18.4 Please further explain how the proposed change impacts the staffing requirements associated 

with the use of the Cleaver-Brooks boiler in 2029. 

Response: 
Pursuant to the Boiler, Pressure Vessels and Refrigeration Regulations (under the Safety 
Standards Act), a full time operator is required in an energy plant with a total boiler surface area 
greater than 150m2. The combined surface area of the three hydro-therm condensing boilers 
(TEC1 boilers) is 28m2 and therefore these boilers do not require a full time operator. The 
Cleaver-Brooks boiler has a total surface area of 162m2. If the Cleaver-Brooks boiler is 
reconnected in 2029 this would result in increased staffing requirements in order to be 
compliant with the relevant regulations under the Safety Standards Act. 

 
 
 
On pages 32 and 33 of the Application, Corix states that once Technical Safety BC (TSBC) approves the 
move from General Supervision to unmanned plant status, the Full Time Equivalent (FTE) allocation 
reduces to 0.50. 
 
18.5 Please explain if, as a result of Corix’s revised proposal to lay-up the Cleaver-Brooks natural gas 

boiler once the three condensing natural gas boilers are connected to the DGE system, Corix 
expects that the FTE allocation will be further reduced from the 0.50 allocation estimated in the 
Application. If yes, please explain by how much. If no, please explain why not. 
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Response:  
No. The district energy system, inclusive of plant, distribution and energy transfer stations, all 
still require routine and regular preventative and predictive maintenance. The forecasted 0.5 
FTE is anticipated to cover the man-hours needed to preform such tasks associated with Corix’s 
asset management program.  

 
18.5.1 As part of the above response, please explain if any other costs are now expected to be 

lower as a result of the revised proposal, such as plant maintenance. 

Response: 
No further reductions are expected. The reduction of 0.5 FTE from 1.0 is all Corix expects to 
realize. 
 
 

 Reference: PROJECT DESCRIPTION 
Exhibit B-4, BCUC IR 4.4  
Current Configuration 

In response to BCUC IR 4.4, Corix stated the following: 

As discussed in the response to 4.1 much of the existing biomass equipment is in a state 
of disrepair. As such, there is little or no value other than scrap value for this equipment. 
Corix has not pursued the option of disposing of this equipment. 

19.1 Please provide an estimate of the (i) removal cost and the (ii) scrap value of the existing biomass 
equipment.  

Response: 
Corix estimates a minimum cost of approximately $1 million to remove and scrap the existing 
biomass equipment. Please note that due to anticipated expense, Corix has not undertaken or 
engaged with a third party professional to quantify this estimate and this is a preliminary, very 
high-level estimate based on similar plant removal experiences. 
 
 

 
C. FINANCIAL MODELING AND INPUTS 

 Reference: PROJECT COST ASSUMPTIONS 
Exhibit B-4, BCUC IR 6.6, 6.6.1; Exhibit B-1, p. 28 
Exemptions 

On page 28 of the Application, Corix lists five specific items which it states it has excluded from the 
project cost estimates. 
 
In BCUC IR 6.6 and 6.6.1, Corix was asked to provide a detailed description of each of the five items, 
including an explanation of the types of hazardous materials that Corix might potentially encounter. 
 
In response to BCUC IR 6.6 and 6.6.1, Corix stated: “The above items in relation to the scope of work 
being contemplated are unknowns and therefore Corix has not accounted for any costs in respect of 
these specific items.” 
 
20.1 Please explain why Corix is able to identify and classify these items but is not able to provide a 

qualitative description of the five items, as requested in BCUC IR 6.6 and 6.6.1. 
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Response:  
Corix considered that these costs are outside of Corix’s control, but that may occur during the course of 
construction. However, they are all unknowns. Through the course of detailed engineering design and 
during the progression of project execution, Corix will be better able to understand and provide a more 
detailed quantitative and qualitative analysis of each of these items. 
 

20.1.1 As part of the above response, please provide descriptions of the five items to the best 
of Corix’s ability to better clarify the nature of each of the five items listed on page 28 of 
the Application. 

Response:  
Each of these costs are described below: 

i. Geotechnical work – These are costs related to unknown and unforeseen ground 
conditions that may impact or influence structural considerations. 

ii. Hazardous materials identification and remediation – These are costs related to 
contaminated soils that may need to be specifically and safely dealt with in a manner 
consistent with processes defined under associated regulations.   

iii. Allowances for utility conflicts – These are costs related to construction activities , such 
as earthworks activities, where unidentified utility infrastructure is unearthed during the 
course of excavation. 

iv. Cost premiums due to critical shortages of labour and/or materials – These are costs 
incurred in relation to market conditions. If there is a large amount of similar type 
construction projects underway this can and could affect tender prices depending on 
whether or not specific trades and workforces are available to undertake the work. 

v. Changes to development schedule or scope – These are costs related to developer 
based changes such as timing and densities (changes to zoning and siting). 
 

20.1.2 Based on Corix’s operational experience with DGE, please generally discuss the 
likelihood of issues being encountered related to each of the five items identified on 
page 28 of the Application. 

Response:  
Please see the table below. 

Item Exemptions Likelihood 
(High/Medium/Low) Comments 

1 Geotechnical work Low/Medium 

Since the developer is contractually bound to provide and pay for 
civil services in relation to DPS installation Corix does not expect 
the risk to be very high although there may be circumstances 
where mechanical works are impacted by unforeseen geotechnical 
issues. 

2 Hazardous materials identification and 
remediation Low/Medium 

It is already known that the lands the Dockside Green reside on are 
deemed to be contaminated. However, since the developer is 
contractually bound to provide and pay for civil services in relation 
to DPS installation Corix does not expect the risk to be very high 
although there may be circumstances where mechanical works are 
impacted by unforeseen issues. 

3 Allowances for utility conflicts Low The developer is contractually bound to provide and pay for civil 
services in relation to DPS installation. 

4 Cost premiums due to critical shortages of 
labour and / or materials Medium 

Corix has experienced increases in costs due to market demand on 
other utility construction projects, furthermore Corix does not have 
any influence or control over market conditions and therefore feels 
that this remains at a medium level risk. 

5 Changes to development schedule or 
scope High 

While Corix remains in very close contact with developers it does 
not control the timing of when buildings are constructed. Based on 
recent observations in ongoing development delays, Corix deems 
this risk to remain at a high level. 
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 Reference: PROJECT COST ASSUMPTIONS 
Exhibit B-4, BCUC IR 6.10, 6.11; Exhibit B-3, Amended Table 11; Exhibit B-3-1, 
Confidential Financial Model, Capital Tab 
2018 Development/Legal/Project Management Costs 

In response to BCUC IR 6.10, Corix provided a breakdown of the 2018 Project 
Development/Legal/Project Management Costs and stated that the correct figure is $23,461: 
 

 
 
In response to BCUC IR 6.11, Corix provided breakdowns of Project Development/Legal/Project 
Management Costs, including a 2018 amount of $23,731: 
 

 
 
In the Amended Table 11 of the Amended Application, Corix shows 2018 Project 
Development/Legal/Project Management Costs of $23,731. 
 
In the Capital Tab of the Amended Financial Model filed confidentially as Exhibit B-3-1, the 2018 Project 
Development/Legal/Project Management Costs are $23,731. 
 
21.1 Please clarify Corix’s response to BCUC IR 6.10 that the correct figure is $23,461. 

 
Response:  
The correct figure is $23,461. Please see the confidential financial model provided in response to 
BCUC IR 24.1.1 for the updates.  

 

 Reference: FIXED OPERATING COSTS 
Exhibit B-4, BCUC IR 8.8, 8.9 
Management/Administration and Overhead Charge 

In response to BCUC IR 8.8, Corix provided the following breakdown of the Management/Administration 
and Overhead Charge: 
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In response to BCUC IR 8.9, Corix provided the following breakdown of the Management/Administration 
and Overhead Charge for the University of British Columbia (UBC) Neighbourhood District Energy 
System (NDES): 
 

 
 
22.1 Please explain why the DGE costs include a “Corporate” expense of $500 per month and a 

“Human Resources” expense of $350 per month but there are no such expenses included in the 
UBC NDES’ breakdown of overhead charges. 

Response: 
The Corporate and HR expenses shown in the DGE breakdown but not the NDES breakdown 
were costs that were previously applied and recovered as a unit rate applied to all rates used in 
each respective category listed under the NDES forecast. In an effort to be more transparent 
Corix is no longer applying the unit rate for Corporate and HR support services and is instead 
identifying the cost(s) forecast for each of these support services separately.   

 
 
22.2 Please explain what the quarterly External Legal charge of $3,500 for DGE is related to. 

Response:  
As part of each building connection Corix registers both a statutory right of way and covenant 
against title, this also requires a legal land survey to be completed. Corix does not possess the 
legal or technical expertise or capabilities in-house for this part of the process and therefore 
outsources this work to experts. The $3,500 per quarter is a forecast of what Corix expects to 
incur on average for those services. 
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22.2.1 As part of the above response, please explain why UBC NDES experiences monthly 
External Legal charges while DGE is forecast to experience quarterly charges. 

Response:  
The reasoning for quarterly versus monthly was simply for ease of forecasting. Since the 
financial outcome is an annual based cost of service, the yielding result remains indifferent of 
this change.   

 

 Reference: DEBT AND EQUITY FINANCING 
Exhibit B-4, BCUC IR 10.3, 10.4, 10.4.1; BCUC Generic Cost of Capital Stage 1 Decision, 
p. 101 
Equity Risk Premium 

In response to BCUC IR 10.3, Corix confirmed that all of its BCUC approved Stream B utilities (excluding 
DGE) have an approved equity risk premium of 75 basis points (bps). 
 
In response to BCUC IR 10.4, Corix provided the following risk comparison of DGE LLP and CMUS DGE to 
the benchmark utility FortisBC Energy Inc. (FEI): 
 

 
 
In response to BCUC IR 10.4.1, Corix stated the following: 

DGE is a relatively small utility when compared to other Corix district energy systems. 
The Dockside Green development has experienced very slow growth since 2009 and the 
pace of future development is uncertain. As such, the customer load risk as identified in 
the previous question, remains high. These factors, which remain unchanged with the 
change in ownership structure, result in added risk for DGE when compared to Corix’s 
other district energy operations. For these reasons Corix is not proposing any change to 
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the equity risk premium of 100 bps. 

23.1 Please fully explain Corix’s rationale for re-classifying the development cost risk as “medium” as 
opposed to “low”. 

Response:  
Corix classified the Development Cost Risk as “Medium” due to uncertainty towards the latter 
part of the buildout schedule. At this point Corix only knows that DGE would require additional 
capacity in 2029 if there are no further delays to the buildout schedule and the actual diversified 
demand is equal to the forecast. For modelling purposes, Corix has forecasted the use of natural 
gas indefinitely. However, there is no certainty surrounding the type of technology that would 
be used to provide this additional capacity if required in 2029. Considerations for the technology 
chosen at that time will have to include government legislation and policy, updated buildout 
schedule and load demand, available technology, the remaining life of the TEC1 boilers and the 
impact to customer rates for each option. Due to the levelized approach that was used to 
develop the proposed rates for DGE Corix feels it is important to consider risk over a longer 
period of time rather than just the short term. 

 
23.1.1 As part of the above response, please explain why utilizing natural gas boilers for the 

DGE system would result in a “medium” development cost risk level. 

Response: 
Please see the response to 23.1 above. 

 
23.2 Please clarify based on Corix’s response to BCUC IR 10.4.1 if Corix places the greatest weight on 

the Customer Load Risk category when assessing the reasonableness of maintaining a 100 bps 
risk premium for DGE. 

Response:  
Corix has not assigned distinct weighting percentages to risk categories due to the high-level 
qualitative nature of the analysis.  
 
Customer Load Risk was rated as “High” in the BCUC GCOC Stage 2 Proceeding and is considered 
to be “High” in this Application. However, Corix believes that the current Customer Load Risk 
exceeds the Customer Load Risk considered in the BCUC GCOC Stage 2 proceeding. This is due to 
significant delays in development and the present uncertainty in housing prices and the housing 
market in general.  

 
23.2.1 If yes, please explain why this is appropriate and why a reduction in two of the six risk 

categories (i.e. Development Cost Risk and Operating Cost Risk) would not warrant a 
reduction in risk premium. 

Response: 
Please see the response to 23.2 above. While two of the six risk categories have seen a 
reduction in risk, Corix considers that this is offset by an increase in the customer load risk 
category. This is not readily apparent due to the limited categories for used for assessing risk in 
these information requests (high, medium, low). However, it should be noted that after almost 
11 years, DGE has only connected 24% of it’s total forecast gross floor area (GFA) at full 
buildout.  This is a significant delay from the approved 2008 CPCN, which forecasted full 
buildout to be complete by 2014.  
 
While an analysis of the risk factors in isolation might initially suggest a reduction in the risk 
premium, Corix considers that the risk premium should stay at 100 bps for the following two 
reasons: 



Corix DGE Revenue Requirement and Rate Application | Response to BCUC IR No. 2 12 of 15 

(1) Based on the risk matrix provided in response to BCUC IR 23.3, Corix believes that DGE 
should attract a higher risk premium than other utilities like (i) Corix’s Burnaby Mountain 
District Energy Utility (BMDEU) (75 bps); (ii) Corix’s UBC Neighbourhood District Energy 
System (NDES) (75 bps); or (iii) River District Energy (75 bps). For example, these utilities 
have displayed lower customer load risk. The GFA for the completed parcels for River 
District Energy represents 35% of the total GFA at full buildout, despite River District Energy 
having a full buildout load more than 2.5 times that of DGE’s and having started 
development several years after DGE began.1 The response to BCUC IR 23.3 presents a 
similar customer base analysis for the UBC NDES and the BMDEU. 

(2) The historical equity risk premium for DGE LLP could arguably have been set to be higher 
than 100 bps as evidenced by the ultimate fate of the operations of the biomass plant and 
the financial fate of DGE LLP, which resulted in long-term debt of $4,843,001 which had to 
be addressed prior to the sale of the assets. Corix considers that the proposed equity risk 
premium of 100 bps would be more reflective of the current risk profile of DGE than it was 
in the past. 

 
23.2.2 If no, please explain the weighting that Corix has applied to the six risk categories when 

determining that 100 bps is still a reasonable risk premium for DGE. 

Response:  
Please see the response to 23.2 above. 

 
 
On page 101 of the BCUC Generic Cost of Capital (GCOC) Stage 1 decision (GCOC Stage 1 Decision), the 
BCUC stated the following: 

…the small size factor should be further considered in the Stage 2 proceeding, but only 
as one of the many business and financial risks small utilities or projects are exposed to. 
Utilities are encouraged to use other methodologies or approaches to justify their risk 
differential in relation to the benchmark… 

…The Panel notes that the Commission developed a risk matrix that has been used in 
various small TES utilities proceedings to evaluate overall risk of a given project. The 
“size” factor is one of the risk factors included in the matrix. The Panel recommends that 
the small utilities use this risk matrix attached as Appendix B to Order G-1-13 of the 
TELUS Garden Decision in the Stage 2 proceeding and for future projects to justify their 
case for the appropriate capital structure and risk premium over and above the 
benchmark ROE. For convenience, the risk matrix is attached in Appendix E of this 
decision. 

23.3 Please complete the risk matrix referenced in the above preamble (and attached as Appendix E 
to the GCOC Stage 1 Decision) for DGE. Please include FEI, River District Energy, Corix BMDEU 
and Corix UBC NDES in the matrix. Please also provide each of the aforementioned utilities’ risk 
premium (excluding the benchmark utility FEI). 

 
Response:  
Please see the risk matrix included in the attached non-confidential Microsoft Excel Document. 
 
 
 

                                                           
1 River District Energy LP 2019-2023 Rates Application, p. 4. 
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 Reference: FINANCIAL MODELING AND INPUTS 
Exhibit B-4, BCUC IR 13.4, 15.2; Exhibit B-3, Amended Tables 17, 19 
RDDA 

In response to BCUC IR 13.4, Corix provided the following table: 
 

 
 
Amended Table 17 of the Application shows the energy costs and the revenue requirement for years’ 
2019 through 2023: 
 

 
 
Amended Table 19 shows the total revenue billed and the recovery of the revenue shortfall for years’ 
2019 through 2023: 
 

 
 
In response to BCUC IR 15.2, Corix stated the following: 

Due to the difficulty in forecasting the use of a reconciliation account, and the use of the 
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RDDA to offset significant increases to customer rates, the financial model’s energy 
costs impacts the RDDA. Should the BCUC approve Corix’s proposal for a reconciliation 
account for energy costs, there will be no impact to the RDDA or levelized rate due to 
the difference between forecast and actual energy costs being captured in the 
reconciliation account. 

24.1 Please confirm, or explain otherwise, that if the requested treatment of the variable energy 
costs and the reconciliation account is approved, both the Energy Costs component of the 
revenue requirement (e.g. $102,607 for 2019) and the Variable Energy Charge Revenue 
component of the total revenue billed (e.g. $102,607 for 2019) would be removed from the 
calculation of the Recovery of Revenue Shortfall amount and thus excluded from being added to 
(or subtracted from) the RDDA. 

 
Response:  
Confirmed. 

 
24.1.1 If confirmed, please confirm and provide the associated supporting calculations, or 

explain otherwise, that the net impact on the Recovery of Revenue Shortfall amount 
and thus the net impact on the addition/subtraction to/from the RDDA would be zero 
(i.e. unchanged) from the amounts provided in line item (iii) of Corix’s response to BCUC 
IR 13.4. 

Response:  
Confirmed. Please see the updated confidential model that was submitted regarding 
this information request. Rows highlighted in yellow on the “Forecast” tab have been 
updated to remove Total Energy Costs and the Variable Energy Charge Revenue from 
the calculations for the RDDA. 

 
24.1.2 If not confirmed, please provide a revised table in the same format as was provided in 

response to BCUC IR 13.4 and provide all supporting calculations. 

Response:  
See response to 24.1.1 above. 

 

 Reference: FINANCIAL MODELING AND INPUTS 
Exhibit B-4, BCUC IR 14.4 
Bill Impact Analysis 

In response to BCUC IR 14.4, Corix calculated the annual bill impact for BC Hydro and FEI customers 
given a set of scenarios. 

 
25.1 Please provide the bill impact in dollars for a Corix customer, if the scenario were to occur 

where all of the following were to occur at the same time: (i) BC Hydro electricity rates increase 
by five percent; (ii) FEI gas rates increase by five percent; and (iii) the Basic Charge increases by 
three percent). What would the final impact be on the bill of a Corix customer? 

Response:  
In the financial model, Corix had utilized the BCUC approved 2019 rates for BC Hydro and FEI as 
the starting point for forecasts. These rates were then increased annually beginning in 2020 
using the forecast methods described in Section 5.3.4 of the Application (the electricity rate 
escalator has since been revised to 2%). In order to respond to this IR, Corix has assumed the bill 
impact is focused on the rate change from 2019 rates to 2020 rates and the remainder of the 
proposed 5-year rate levelization period. 
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The following table provides the bill impact based on the scenario provided. This information is 
based on a customer with a 1,000 square foot residential suite and annual consumption of 5,882 
kWh. This information is provided in detail in the “Bill Impact” tab of the confidential Excel file 
provided with the response to BCUC IR No. 25.1. The changes to the inputs are highlighted on 
the “Inputs” tab. 
 

Year Total Bill Impact (%) Total Bill Impact ($) 
2019 3.27%  $23  
2020 2.83%  $20  
2021 3.63%  $27  
2022 3.22%  $24  
2023 0.50%  $4  

 


	A. INTERIM RATES AND TARIFF TERMS AND CONDITIONS
	16.0 Reference: INTERIM RATES AND TARIFF TERMS AND CONDITIONS Exhibit B-4, BCUC IR 1.1 Fixed Charge Rate Rider
	16.1 Please fully explain why Corix is now proposing to use a Fixed Charge Rate Rider to recover any difference between interim and permanent rates greater than $16,800, rather than recording the difference in the RDDA.
	16.1.1 As part of the above response, please explain how Corix’s revised Fixed Charge Rate Rider proposal is consistent with a levelized rate design approach.

	16.2 Please explain why Corix considers it reasonable from a rate impact perspective to collect the difference between interim and permanent rates over 12 months as opposed to smoothing the rate impact through the RDDA. As part of this response, pleas...
	16.3 Please explain how Corix arrived at the proposed dollar threshold of $16,800, or $200 per month for 12 months for the 7 connected customers, and explain why Corix considers this an appropriate threshold to implement a Fixed Charge Rate Rider.
	16.4 Please clarify the basis on which the interest on the difference between interim and permanent rates would be calculated in the event Corix is approved to implement the Fixed Charge Rate Rider (i.e. short term interest, weighted average cost of d...
	16.4.1 If the response to the above IR is not short term interest, please explain why Corix’s proposed treatment is appropriate given the short term over which the interim versus permanent rate variance would be collected. Please reference other BCUC ...


	17.0 Reference: INTERIM RATES AND TARIFF TERMS AND CONDITIONS Exhibit B-4, BCUC IR 1.2 Tariff Terms and Conditions
	17.1 Please explain in detail what is meant by “additional effort” in reference to the additional collection charge. How does Corix determine when this charge is applied?
	17.2 Please provide a breakdown and description of the costs comprising the $45.00 Collection Charge.
	17.3 Please explain in detail what is meant by “adversely impacted” in reference to the charges on termination. How does Corix determine if other customers are adversely impacted?


	B. PROJECT DESCRIPTION
	18.0 Reference: AMENDMENTS TO APPLICATION Exhibit B-3 (Amended Application), Cover Letter, p. 2; Exhibit B-1, pp. 32–33 Use of the Cleaver-Brooks Boiler
	18.1 Please discuss the likelihood that the Cleaver-Brooks boiler will be reconnected in 2029 versus the likelihood of Corix using another option for providing system back-up and redundancy at that time.
	18.2 Please discuss if Corix explored disposing of the Cleaver-Brooks boiler at this time, and then assessing options for system back-up and redundancy when needed. Please discuss the merits and downsides of such an approach, including any proceeds Co...
	18.3 Please discuss if having the Cleaver-Brooks boiler inactive for a period of 10 years will affect its future performance. Is there any degradation that could be expected to occur due to not being in use? Please discuss.
	18.4 Please further explain how the proposed change impacts the staffing requirements associated with the use of the Cleaver-Brooks boiler in 2029.
	18.5 Please explain if, as a result of Corix’s revised proposal to lay-up the Cleaver-Brooks natural gas boiler once the three condensing natural gas boilers are connected to the DGE system, Corix expects that the FTE allocation will be further reduce...
	18.5.1 As part of the above response, please explain if any other costs are now expected to be lower as a result of the revised proposal, such as plant maintenance.


	19.0 Reference: Project description Exhibit B-4, BCUC IR 4.4  Current Configuration
	19.1 Please provide an estimate of the (i) removal cost and the (ii) scrap value of the existing biomass equipment.


	C. FINANCIAL MODELING AND INPUTS
	20.0 Reference: PROJECT COST ASSUMPTIONS Exhibit B-4, BCUC IR 6.6, 6.6.1; Exhibit B-1, p. 28 Exemptions
	20.1 Please explain why Corix is able to identify and classify these items but is not able to provide a qualitative description of the five items, as requested in BCUC IR 6.6 and 6.6.1.
	20.1.1 As part of the above response, please provide descriptions of the five items to the best of Corix’s ability to better clarify the nature of each of the five items listed on page 28 of the Application.
	20.1.2 Based on Corix’s operational experience with DGE, please generally discuss the likelihood of issues being encountered related to each of the five items identified on page 28 of the Application.


	21.0 Reference: PROJECT COST ASSUMPTIONS Exhibit B-4, BCUC IR 6.10, 6.11; Exhibit B-3, Amended Table 11; Exhibit B-3-1, Confidential Financial Model, Capital Tab 2018 Development/Legal/Project Management Costs
	21.1 Please clarify Corix’s response to BCUC IR 6.10 that the correct figure is $23,461.

	22.0 Reference: FIXED OPERATING COSTS Exhibit B-4, BCUC IR 8.8, 8.9 Management/Administration and Overhead Charge
	22.1 Please explain why the DGE costs include a “Corporate” expense of $500 per month and a “Human Resources” expense of $350 per month but there are no such expenses included in the UBC NDES’ breakdown of overhead charges.
	22.2 Please explain what the quarterly External Legal charge of $3,500 for DGE is related to.
	22.2.1 As part of the above response, please explain why UBC NDES experiences monthly External Legal charges while DGE is forecast to experience quarterly charges.


	23.0 Reference: DEBT AND EQUITY FINANCING Exhibit B-4, BCUC IR 10.3, 10.4, 10.4.1; BCUC Generic Cost of Capital Stage 1 Decision, p. 101 Equity Risk Premium
	23.1 Please fully explain Corix’s rationale for re-classifying the development cost risk as “medium” as opposed to “low”.
	23.1.1 As part of the above response, please explain why utilizing natural gas boilers for the DGE system would result in a “medium” development cost risk level.

	23.2 Please clarify based on Corix’s response to BCUC IR 10.4.1 if Corix places the greatest weight on the Customer Load Risk category when assessing the reasonableness of maintaining a 100 bps risk premium for DGE.
	23.2.1 If yes, please explain why this is appropriate and why a reduction in two of the six risk categories (i.e. Development Cost Risk and Operating Cost Risk) would not warrant a reduction in risk premium.
	23.2.2 If no, please explain the weighting that Corix has applied to the six risk categories when determining that 100 bps is still a reasonable risk premium for DGE.

	23.3 Please complete the risk matrix referenced in the above preamble (and attached as Appendix E to the GCOC Stage 1 Decision) for DGE. Please include FEI, River District Energy, Corix BMDEU and Corix UBC NDES in the matrix. Please also provide each ...

	24.0 Reference: FINANCIAL MODELING AND INPUTS Exhibit B-4, BCUC IR 13.4, 15.2; Exhibit B-3, Amended Tables 17, 19 RDDA
	24.1 Please confirm, or explain otherwise, that if the requested treatment of the variable energy costs and the reconciliation account is approved, both the Energy Costs component of the revenue requirement (e.g. $102,607 for 2019) and the Variable En...
	24.1.1 If confirmed, please confirm and provide the associated supporting calculations, or explain otherwise, that the net impact on the Recovery of Revenue Shortfall amount and thus the net impact on the addition/subtraction to/from the RDDA would be...
	24.1.2 If not confirmed, please provide a revised table in the same format as was provided in response to BCUC IR 13.4 and provide all supporting calculations.


	25.0 Reference: Financial modeling and inputs Exhibit B-4, BCUC IR 14.4 Bill Impact Analysis
	25.1 Please provide the bill impact in dollars for a Corix customer, if the scenario were to occur where all of the following were to occur at the same time: (i) BC Hydro electricity rates increase by five percent; (ii) FEI gas rates increase by five ...
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IR 23.3 - Risk Matrix

				DGE Revenue Requirement and Rate Application

				Risk Matrix in response to BCUC IR 23.3



				Item		Risk Factor		FortisBC Energy Inc.
Benchmark Utility
(As approved in C-1-13)		DGE LLP
(Items 1-19 presented in C-1-13)
(Capital Structure and ERP approved 
through G-47-14)		CMUS  DGE
(As proposed)		River District Energy
(Items 1-19 presented in C-1-13)
(Capital Structure and ERP approved 
through G-47-14)		CMUS BMDEU
(As presented in the 2017 CPCN Application and approved through C-5-17)		CMUS UBC NDES





				A		Capital Structure (debt/equity)		60/40 (actual)		57.5/42.5 (approved G-47-14)		57.5/42.5 (approved G-47-14)		57.5/42.5 (approved G-47-14)		57.5/42.5		57.5/42.5 (approved G-84-15)

				B		Equity Risk Premium (ERP) in basis points (bps)		N/A		100 (approved G-47-14)		100 (approved G-47-14)		75 (approved G-47-14)		75		75 (approved G-84-15)

				1		Technology risk/system performance risk associated with chosen technologies		Natural Gas (NG): Proven technology		Biomass Gassification: innovative technology
Natural Gas boilers; proven technology (while DGE not yet on biomass, the BCUC approved the technology)		Natural Gas (NG): Proven technology; currently forecasted to run on NG indefinitiely until alternative energy opportunties are better evaluated and understood.		Natural Gas (NG): Proven technology		
Natural Gas (NG): Peaking and backup
Biomass Combustion: Innovative technology in its application to DE		Natural Gas (NG): Proven technology

				2		Fuel Risk cost and availability		NG: Low-medium		Biomass: medium-high;
Natural Gas: low-medium		NG: low-medium		NG fuelled energy centre: low medium

Alternative renewable energy source: not approved yet and thus not relevant		Biomass: low-medium;
Natural Gas: low-medium.		NG: low-medium

				3		Customer Base 
(e.g. diversity, certainty, growing, declining)		Established and diverse customer base but very slow growth		Greenfield utility: uncertainty related to timing of full buildout		Significant uncertainty related to buildout schedule. Buildout has been delayed significantly in the past 10 years. After almost 11 years DGE's connected gross floor area (GFA) is only 24% of total GFA at full buildout (forecasted to be 130,428m2).		Greenfield utility: uncertainty related to timing of full buildout		Some Uncertainty: Master planned development on university endowment lands. Forecasted residential GFA is approximately more than 50% built-out and connected. SFU Campus considered an anchor customer with minimal default risk. Some uncertainty on actual timing exists related to full buildout and capacity demand.		Some Uncertainty: Master planned development on university endowment lands. Forecasted residential GFA is near the 50% built-out and connected mark. Some uncertainty on actual timing exists related to full buildout and capacity demand.

				4		Default risk of customer		Minimal		Minimal		Minimal		Minimal		Minimal		Minimal

				5		Property Development Risk		Medium to high: there are competing energy options		High: build first approach to capital deployment		Low-medium: phased approach to capital deployment utilized but due to smal customer base utility rates are very sensitive to CAPEX		Low: phased approach to capital deployment		Low: phased approach to capital deployment		Low: phased approach to capital deployment

				6		Developer / Customer connection risk		Medium to high: due to building stock changes and competitive energy sources		Low: mandatory Connection		Low: mandatory connection		Low: mandatory connection		Low: mandatory connection		Low: mandatory connection

				7		Load Forecast Uncertainty		Minimal in the short term, as mature utility with a deferral account; somewhat higher in the long term		Inherent uncertainty in load forecast		Inherent uncertainty for remaining parcels which represent 76% of total GFA at full buildout. 		Inherent uncertainty in load forecast		Inherent uncertainty in load forecast for reamining residential buildout		Inherent uncertainty in load forecast

				8		Utility Size		Large and mature utility		Small development specific utility		Small development. Specific Utility.		Small development specific utility		Small development specific utility		Small development specific utility

				9		Initial Construction Cost Risk		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project

				10		Future Construction Cost Risk		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project		Depends on the nature of the individual project

				11		Operating Cost Risk		Minimal as revenue requirement application to recover costs		Minimal as a mechanism in place to recover costs		Minimal as a mechanism in place to recover costs		Minimal as a mechanism in place to recover costs		Minimal as a mechanism in place to recover costs		Minimal as a mechanism in place to recover costs

				12		Public Acceptance Risk		Medium as natural gas is an established and widely used technology but public perceives it as less than clean		Low as gasification technology part of approval process for the development and already selected at the time of the CPCN application.		Low in the short term. However, customers have expressed interest in a cleaner alternative to natural gas in the future. In the DGE Public Consultation Session regarding customer rates on March 14, 2019, there were several questions focused on the possibility of using a biomass plant or other clean alternative in the future. Corix will continue to explore alternatives going forward.		Low as seen as a green alternative		Low. Biomass seen as green alternative meeting Provincial and University carbon reduction objectives.		Low in the sort term. Corix has commitments to the university long term around green alternatives, subject to economic feasibility.

				13		Fixed/Variable Rate Design		15% fixed/85% variable		50% fixed/50% variable		Flow-through Variable Energy Charge to recover Energy Costs. Fixed Charge to recover all other costs.
% split depends on annual fuel consumption		66% fixed / 34% variable		Residential rates
50% fixed / 50% variable		61.7% fixed / 38.3% variable

				14		Levelized Approach to Rates		No		Yes		Yes		Yes		Yes		Yes

				15		Financial Risk		Low-medium: appropriate standalone financing structure for capital markets		Low-medium: subsidiary of parent utility		Low-medium: subsidiary of parent utility		Low-medium: subsidiary of parent utility		Low-medium: subsidiary of parent utility		Low-medium: subsidiary of parent utility

				16		Competitive Challenges		Competitive with electricity and competition from alternative energy providers		Other utilities and electricity		Other utilities and electricity		Other utilities and electricity		Other utilities and electricity		Other utilities and electricity

				17		Provincial climate change and energy policies		Encourage reduction of fossil fuels usage to reduce GHG emissions and lower energy use.		Favourable govt. policies		Favourable govt. policies		Favourable govt. policies		Favourable govt. policies		Favourable govt. policies

				18		Regulatory Uncertainty		Low to medium: uncertainty exists for service offerings within the natural gass class of service.		Medium risk: New uncertainty, scrutiny		Low risk; TES regulatory framework exisits		Medium risk: New Uncertainty, Scrutiny		Low risk; TES regulatory framework exisits		Low risk; TES regulatory framework exisits

				19		Business Development Risk		Minimal		High as part of overhead costs		High; part of shareholders overhead costs in relation to continued expansion efforts i.e. new service areas/ permanenant plants, etc. until capitalization of BD costs can be applied for in future.		High as part of overhead costs		High; part of shareholders overhead costs in relation to continued expansion efforts i.e. new service areas/ permanenant plants, etc. until capitalization of BD costs can be applied for in future.		High; part of shareholders overhead costs in relation to continued expansion efforts i.e. new service areas/ permanenant plants, etc. until capitalization of BD costs can be applied for in future.



				Notes

				(1) FEI's capital structure is currently 61.5/38.5 (debt/equity) and return on equity is 8.75 percent, effective January 1, 2016 as approved through BCUC Order G-129-16.

				(2) As outlined in the River District Energy June 2019 Rate Application, there are currently 7 parcels in development on track to be completed in 2019, 2020 and 2021. DGE currently has 1 parcel in development to be completed in 2020. River District Energy has a forecast total gross floor area of 345,525 m2. DGE is forecast to be 130,428m2 at full buildout.













