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Corix Multi-Utility Services Inc.  

Application for Tariff Changes due to COVID-19 
 

CORIX MULTI-UTILITY SERVICES INC. RESPONSE TO BCOAPO ET AL. INFORMATION REQUEST NO. 1 
 
 
1.0 Reference: Exhibit B-2, BCUC IR 1.4.2, Tables 1 and 2 and Attachments 1 and 2   

 
1.1 Please briefly explain why the assumptions in each scenario are different for the first group of 3 

utilities than for the second group of 5 utilities.  For example, are the assumptions based on past 
history regarding late payments or some other data?    

 
Corix Response: 

As noted in the Application in Table 1: CMUS BCUC-Regulated Utilities and Number of customers (Exhibit 
B-1, p. 2), Corix owns and operates 8 small utilities regulated by the BCUC. These are stand-alone 
utilities with separate tariffs. The first three utilities: (1) Dockside Green Energy Utility (“DGE”); (2) 
Burnaby Mountain District Energy Utility (“BMDEU”); and (3) Neighbourhood District Energy System 
(“NDES”) at the University of British Columbia (“UBC”) are district energy systems with 7, 11, and 8 
customers, respectively. Table 1 shows the remaining five utilities Sun Rivers Gas, Sun Rivers Electric, 
Sonoma Pines Gas, Sonoma Pines Electric, and Panorama Propane with customers ranging from 240 to 
935.  
 
In Corix Response to BCUC IR 1 Q. 5.3 (Exhibit B-2), it explains that the district energy utilities customer 
demographic are primarily strata corporations plus a law firm and UBC Properties Trust. Also, in that 
response it explains that customers in Sun Rivers, Sonoma Pines, and Panorama are composed of 
residential and commercial customers where some customers may become insolvent or leave the 
system as a customer. The customer profiles result in the natural segmentation of the 8 utilities into 2 
groups, district energy utilities (“DEU”) and local distribution companies (“LDC”).  
 
District Energy Utilities 
The DEUs have customers who are mostly strata corporations. For these utilities Corix typically does not 
invoice end-users, for example a condominium owner. In response to BCUC IR1 Q. 5.2 Corix stated that 
for the cash flow analysis Corix has assumed that the customers of “district energy utilities will 
eventually pay back all of their outstanding bills since from past experience Corix has not previously 
incurred bad debt from these customers.” Though DES customers have not defaulted on its account, the 
customers at times may be late on timely payments. Based on this history and given the limited number 
of customers, Corix has assumed Scenario Low to be 0% and the Scenario High+ to be 30%. The largest 
DEU has 11 customers the range modeled was from 0% to 30%: 0 of 11 customers would be 0%, 1 of 11 
would be 9% (~10%), 2 of 11 would be 18% (~20%), and 3 of 11 would be 27% (~30%). 
 
Local Distribution Companies 
Corix in response to BCUC IR1 Q. 5.3 explained “Corix (CMUS specifically) typically has bad debt of 
approximately 0.13% of revenues per year. A closer review of bad debt shows that customers of the 
district energy utilities have not incurred bad debt. When excluding the district energy utilities, the bad 
debt for Sonoma Pines, Sun Rivers, and Panorama averages to about 0.25% of revenues per year.” The 
bad debt rate of 0.25% informed the LPC Suspension Scenario 1 Low in Table 1 at 2.0% which is 8 times 
the bad debt rate. The LPC Suspension Scenario 4 High+ at 15% is a factor of 60 times the bad debt rate.  
 
The analysis of the utilities found that the district energy utilities exhibited different customer behaviour 
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than the local distribution companies. The scenarios outlined in Table 1 shows a range of scenarios that 
may happen for each group. The assumptions were informed by past history of bad debt and the 
customer profile of the utility.  
 
 

2.0 Reference: Exhibit B-2, BCUC IR 1.4.1.1 and 1.4.2, Tables 1 and 2 
 
Preamble: The Response to BCUC 4.1.1. states:  

The Given that Corix has a small customer base and the amounts are small, the cost to 
calculate an LPC for some customers and not for other customers becomes cost 
prohibitive. 

 
2.1 Would Corix’s calculations be the same if assistance would be required for a substantially longer 

period.  
 
Corix Response: 

Overall, it would be expected that the calculations would be similar. There would be some relative 
efficiency savings on costs since determining customer eligibility is performed only in the initial 
enrolment phase. However, the cost to maintain exceptions in the billing system is a manual process for 
each month which incurs ongoing incremental costs.  
 
If the program period were substantially longer the total cost to maintain the exception program would 
be much higher than a shorter period. An LPC program available to all customers is much more cost 
effective to offer than an LPC program targeted to specific customers where eligibility and exception 
billing must be performed thus substantially increasing administration costs.  
 
 

3.0 Reference: Exhibit B-2, BCUC IR 1.5.1  
 
3.1 Please provide the weighted average cost of capital that Corix proposes to apply to balances in 

the COVID-19 deferral account and provide its components and their weightings.   
 
Corix Response: 

Corix proposes to apply a weighted average cost of capital (“WACC”) to balances in the COVID-19 
deferral account based on the following formula: 
 

𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊 = [(𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑊𝑊𝐷𝐷𝑊𝑊𝑊𝑊ℎ𝐷𝐷𝑊𝑊𝑡𝑡𝑊𝑊 × 𝐼𝐼𝑡𝑡𝐷𝐷𝐷𝐷𝐼𝐼𝐷𝐷𝐼𝐼𝐷𝐷 𝑅𝑅𝑅𝑅𝐷𝐷𝐷𝐷) × (1 − 𝑇𝑇𝑅𝑅𝑇𝑇 𝑅𝑅𝑅𝑅𝐷𝐷𝐷𝐷)] + (𝐸𝐸𝐸𝐸𝐸𝐸𝑊𝑊𝐷𝐷𝐸𝐸 𝑊𝑊𝐷𝐷𝑊𝑊𝑊𝑊ℎ𝐷𝐷𝑊𝑊𝑡𝑡𝑊𝑊 × 𝑅𝑅𝑅𝑅𝐸𝐸) 
 
The components and their weightings are determined in a manner consistent with the BCUC’s 
determination in the Generic Cost of Capital Stage 2 Proceeding (see response to 3.3 below). The list 
below shows the weightings and current values for each component, which yields a WACC of 5.58% at 
this time. 

• Debt Weighting (Deemed): 57.5% 
• Equity Weighting (Deemed): 42.5% 
• Benchmark Utility Return on Equity = 8.75% 
• Equity Risk Premium = 0.75% 
• Return on Equity (ROE) = 9.50% 
• Deemed Debt Interest Rate = 3.67% 
• Income Tax Rate = 27.0% 
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3.2 If the proposed rate to be applied to the deferral account includes an equity component, please 
explain why including an RoE component is appropriate.   

 
Corix Response: 

As shown in the above response to BCOAPO IR1 Q 3.1 the WACC includes an equity component. A ROE 
component is appropriate for the reason provided in Corix’s response to BCUC IR 5.1. Corix stated: 

“Corix optimizes its capital structure on a continual long-term basis. Meeting additional 
cash flow requirements is not as simple as just adding an additional line of credit from 
the banks. Existing debt covenants may preclude any additional debt. Also, credit may 
not be available from the banks, particularly given the current state of the debt 
markets in North America. Any material cash flow challenges would need to be 
addressed with a combination of additional equity and debt, making the weighted 
average cost of capital the more appropriate measure of the true cost of capital to the 
utility.”  

 
The deferral account addresses a potentially long-term situation and would best be matched with a cost 
of capital that reflects the long-term cost of capital.  
 
 
3.3 Please confirm that all components in the cost of capital referred to here are actual and not 

deemed; if unable to so confirm, please explain.  
 
Corix Response: 

Not confirmed. The cost of capital is deemed for both debt and equity. This approach is consistent with 
the BCUC Generic Cost of Capital Proceeding (“GCOC”) Stage 1 Decision1 and the BCUC GCOC Stage 2 
Decision2. The GCOC Stage 1 Decision on pages 104-105 stated with regards to deemed equity and debt 
the following: 
 

Commission Determination 
 
Before addressing the issue of short-term and long-term debt in the deemed capital structure 
and the methodology for determining a deemed interest rate, the Commission Panel wishes to 
reaffirm certain principles for the Stage 2 GCOC proceeding framework. 
 

(i)  The general principles and criteria outlined by the Corix and FBCU experts for setting 
the capital structure for any utility in general and the deemed capital structure 
specifically for the small utilities are accepted as they are consistent with the 
principles adopted for setting the benchmark ROE; 

(ii)  Deemed debt is appropriate for small utilities in cases where raising debt is inefficient; 
(iii)  Deemed debt rates and duration should reflect the particular circumstances of each 

utility. Accordingly, the Commission should continue to address the cost of deemed 
debt for each utility separately on a case-by-case basis; and 

(iv)  Risk assessment of small utilities, especially the TES projects, must include 
consideration of rate setting mechanisms, deferral account treatment, length of term 
and the overall risk/reward equation. 

 
1 BCUC Generic Cost of Capital Proceeding Stage 2 Decision and Order G-75-134, 
https://www.bcuc.com/Documents/Proceedings/2013/DOC_34699_BCUC-GCOC-Stage1DecisionWEB.pdf 
2 BCUC Generic Cost of Capital Proceeding Stage 2 Decision and Order G-42-14, https://www.bcuc.com/Documents/Proceedings/2014/DOC_41123_03-25-
2014-BCUC-GCOC-Stage-2-Decision-WEB.pdf  

https://www.bcuc.com/Documents/Proceedings/2013/DOC_34699_BCUC-GCOC-Stage1DecisionWEB.pdf
https://www.bcuc.com/Documents/Proceedings/2014/DOC_41123_03-25-2014-BCUC-GCOC-Stage-2-Decision-WEB.pdf
https://www.bcuc.com/Documents/Proceedings/2014/DOC_41123_03-25-2014-BCUC-GCOC-Stage-2-Decision-WEB.pdf
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4.0 Reference: Exhibit B-2, BCUC IR 1.5.3, Table 3 and BCUC IR 1.5.4  
 
4.1 Does Corix have any forecasted bad debt costs embedded in its current tariffs?  If so, please 

provide details and explain briefly how this item is forecasted.   
 
Corix Response: 

For the District Energy Utilities there are no forecasted bad debt costs embedded in their current tariffs. 
 
The tariff rates for the Local Distribution Companies are not set on a cost of service basis and do not 
have a forecasted bad debt cost embedded within the rates. The Sun Rivers Gas (Order G-68-05) and 
Sonoma Pines Gas (Order C-13-05) rates are pegged to FortisBC Energy Inc. For Sun Rivers Electric 
(Order G-68-05) and Sonoma Pines Electric (Order C-13-05), the rates are pegged to BC Hydro. For 
Panorama Propane the utility has not had a delivery rate application since 2003 (Order C-6-03) when 
Terasen Multi-Utility Services Inc. applied to the BCUC for approval to acquire the propane gas 
distribution assets owned by Toby Creek Utilities Co. Ltd. Since the delivery rates for the current 
Panorama Propane tariff was set prior to Corix’s acquisition of Panorama Propane, Corix is unable to 
speak to the forecast costs that were used to determine the rates. 
 
 
4.2 Does Corix collect bad debt expenses that exceed forecasted amounts after the fact from other 

ratepayers by any mechanism or are such amounts to the account of the shareholder?  
 
Corix Response: 

Corix does not forecast bad debt for the District Energy Utilities. Absent approval of the COVID-19 
deferral account, all bad debt for the District Energy Utilities would be to the account of the 
shareholder. Corix’s current rates for its LDCs do not fully cover the actual total cost to provide services 
to the utilities. Absent approval of the COVID-19 deferral account, for the LDCs the bad debt would be to 
the account of the shareholder. 
 
Given the present regulatory construct of the LDCs, the LDCs have not achieved their allowed return on 
equity for many years and in some instances have incurred operating losses. The issue of minor 
variances in bad debt from forecast has not been material in the past with a normal operating 
environment.  
 
 

5.0 Reference: Exhibit B-2, BCUC IR 1.7.1 
 
5.1 Can Corix confirm that, in its view, any bill relief granted in the instant application filed in 

response to a global pandemic, should not be in any part the responsibility of the shareholder. 
 
Corix Response: 

Corix has proposed a suspension of the LPC in response to the global pandemic. However, Corix has not 
proposed a bill relief program that includes bill credits in its COVID-19 Application. The shareholder of 
the utility is entitled an opportunity to earn a fair return on its invested capital. Hypothetically, if a 
customer relief program prospectively takes away that opportunity for the shareholder to earn a fair 
return then the rates set would not be reasonable. 
 
 



 

Corix Tariff Changes due to COVID-19 – Response to BCOAPO et al. IR No. 1 5 of 7 

5.2 In Corix’s view, are any possible catastrophes not typically forecasted, e.g., plagues, pestilence, 
biblical floods, Acts of God, etc., that should they occur, ought to be borne to any degree by the 
shareholder?  

 
Corix Response: 

The shareholder of the utility is afforded an opportunity to earn a fair return on its invested capital. The 
shareholder should be compensated given the risk that it undertakes. The risk borne by the shareholder 
depends on the risk undertaken by the shareholder which must be examined on a case by case basis for 
each utility. If utility rates are approved for utility operations with “self-insurance” the customers 
benefit with lower rates since there is no insurance cost to be paid. However, if an incident occurs the 
“claim” for costs are to the account of the ratepayer who benefited from the lower rates.  
 
In a regulated service, the regulator sets the price given the expected risk and reward. When atypical 
costs are not included in a revenue requirements application it lowers the cost of service and lowers 
rates which benefit the customers. However, these atypical costs are real and do have a cost which can 
measured and covered by insurance premiums. If a regulator does not allow catastrophe insurance 
expenses to be flowed through to customers or alternatively a reasonable expected value of annual 
estimated costs of the risk to be included in rates, then the regulator should be allowing the shareholder 
to recover costs in the unlikely event that a catastrophe occurs.  
 
The BCUC in the past has allowed Pacific Northern Gas Ltd. to receive recovery from customers of an 
unforeseen instance of a transmission line break.3 It appears forecast costs for that line break were not 
included in the rates that set the revenue requirements which were to the benefit of ratepayers. In the 
situation where rates are set without a provision of line break costs the customers receive the benefit of 
lower rates. However, if there is an actual line break it should be recoverable from ratepayers since the 
cost of providing service in the remote northern area of BC includes the possibility of line breaks. 
 
 
5.3 In its Response Corix discusses reasons why it is not proposing a bill relief program; however, it 

does not explicitly explain why it is not proposing a bill deferral program. Please explain why 
Corix is not proposing a bill payment deferral program.  

 
Corix Response: 

Corix in this Application proposes to suspend its LPC charge until at least June 18, 2020 for all customers. 
Corix has also proposed for each utility, in its discretion, to implement a flexible payment plan for 
customers with outstanding balances (flexible payment plan). This approach allows for bill payment 
deferrals and enables Corix to work with customers who were unable to pay their bills while reducing 
the risk that a bill payment deferral program will be utilized by customers who do not require deferrals. 
Misuse of a bill payment deferral program could potentially create a cash flow problem for the utility. 
Corix seeks flexibility in its tariff to offer customers an ability to pay their outstanding bills. 
 
Corix does not propose a bill payment deferral program as it would be time consuming and costly to 
implement, including proving and processing customer applications to ensure they meet specified 
criteria prior to the bill deadline dates. Given the small size of the utility and nominal LPC for each 
customer, the costs of carrying out a bill payment deferral program is likely to be higher than the 
benefits received. 
 
 

 
3 BCUC Order G-151-18, Line Break, p. 30. https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-
Redacted.pdf  

https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-Redacted.pdf
https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-Redacted.pdf
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5.3.1 Would, in Corix’s view, there be any “issues of fairness and equity” with the introduction 
of a bill payment deferral program that applies to residential customers who are unable 
to pay their energy bills because they have been directly impacted financially as a result 
of COVID-19, for reasons such as having lost their job or being unable to work?  

 
Corix Response: 

Please see the response to BCOAPO IR No. 5.3 above. Corix in this Application proposes to suspend its 
LPC charge until at least June 18, 2020 for all customers. Corix has not targeted residential or 
commercial customers specifically. This supports all customers that have been directly impact financially 
as a result of COVID-19. Given the small size of the utility and nominal LPC for each customer, the costs 
of carrying out a program to determine qualification as posed in the question would be higher than the 
benefits received. That would not be in the best interest of either residential or commercial customers. 
 
 

6.0 Reference: Exhibit B-2, BCUC IR 4.1.1, 4.3.1, and 1.7.1 

Preamble: The Response to BCUC 4.1.1. states:  
The suspension of the LPC will apply to all customer bills from March 2020 until the end 
of the LPC suspension…  
 
The Response to BCUC 4.3.1. states:  
…Suspending the LPC for a short time period balances the need of customers who now 
need flexibility in managing their cash flows and the incentive for customers to pay on 
time. The longer the bills become outstanding with disconnections being suspended, it 
may incent customers who otherwise could have paid to not pay. 

 
6.1 It is possible that the suspension of the LPC, when applied to all customers, could incent those 

“who otherwise could have paid to not pay”. What about those customers who have been directly 
impacted financially as a result of COVID-19, and are completely unable to pay their energy bills? 
Should more substantial measures be implemented for them? 

 
Corix Response: 

The suspension period for the LPC provides support for all customers who are impacted by COVID-19. 
The Application applied for includes a flexible payment program that would address those customers 
who continue to be affected by COVID-19 after the suspension of the LPC ceases. 
 
 
6.2 Is it more fair to assist those who have been directly impacted financially as a result of COVID-19 

for a longer period than it is to provide short term assistance to everybody, whether needed or 
not?  

 
Corix Response: 

Corix has applied for the suspended LPC to last until June 18, 2020 but that may be extended if the BCUC 
directs utilities to extend the suspension of disconnections period. If the BCUC extends the suspension 
of disconnections, then all customers would benefit from a longer suspension period.  
 
The LPC suspension being available to all customers is practical and efficient since it reduces costs for 
Corix to maintain a common program for all 8 utilities. It should not be interpreted that a program that 
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is also available for commercial customers (in addition to residential customers) is detrimental to 
residential customers. Providing universal access to the program is not only fair, it also keeps operating 
costs down which benefit both residential and commercial customers. As discussed in the Application on 
page 4, Corix suspended connection and late fees in all its U.S. and Canadian business units. This policy 
also applies to the unregulated Corix operations at Sun Rivers and Panorama Propane to ensure fairness 
and reasonableness across the range of utility services provided by Corix. This common policy for all 
customers of Corix keeps administration costs down which directly benefits customers at BCUC 
regulated utilities. 
 
Tariff rates are to be fixed so they are not discriminatory, not unjust and not unreasonable. When 
setting rates, regulators in Canada typically set tariffs based on cost causation. Setting preferential rates 
and terms for specific customers comes at a cost that must be paid by non-participants. Also, setting 
preferential rates to a specific customer group without a cost reduction justification is problematic.  The 
role of the utility is to offer safe and reliable service with fair and reasonable rates. Where the cost of 
administering preferential rates are not offset by cost reductions, the overall customer rates rise which 
are detrimental to ratepayers. 
 




