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Telephone  604 688-0401 
Fax  604 688-2827 
Website  www.owenbird.com 

September 18, 2020     

VIA ELECTRONIC MAIL 

British Columbia Utilities Commission  

6th Floor, 900 Howe Street 

Vancouver, B.C.   V6Z 2N3 

Attention: Marija Tresoglavic, Acting Commission Secretary 

Dear Sirs/Mesdames: 

Re: Shannon Estates Utility Ltd. - Levelized Rate Application for the Shannon Estates 

Thermal Energy System ~ Project No. 1599113 

We are counsel to EPS-5056 Hudson & Adera Strata (the “Strata”).  Attached please find the 

Strata’s second set of Information Requests with respect to the above-noted matter.   

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

undersigned. 

Yours truly, 

OWEN BIRD LAW CORPORATION 

Christopher P. Weafer 

CPW/jj  

 

cc:  Strata 

cc:  Shannon Estates Utility Ltd. 

cc:  Registered Interveners 

 

Direct Line:  604 691-7557 

Direct Fax:   604 632-4482 

E-mail:    cweafer@owenbird.com 

Our File:  38106/0000 
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EPS – 5056 HUDSON & ADERA STRATA 

 

INTERVENER INFORMATION REQUEST NO. 2 

 

Shannon Estates Utility Ltd. (“SEUL”) - Levelized Rate Application for the 

Shannon Estates Thermal Energy System ~ Project No. 1599113 

 

September 18, 2020 

 

22. Reference:  Exhibit B-3, BCUC IR 3.1 and 20.4 

22.1 In the response to BCUC IR 3.1, SEUL states that the proposed rate structure recovers 

approximately 40% of the cost of service through fixed charges and approximately 60% 

through variable charges.  On page 33 of the Application, SEUL explains that the 

monthly capacity levy is intended to recover SEUL’s fixed costs, which include all costs 

except for SEUL’s electricity and natural gas costs.  The response to BCUC IR 20.4 lists 

fixed expenses of roughly 30% and variable expenses of roughly 70% in all years except 

Year 1.   

22.1.1 Please confirm if the variable expenses listed are intended to include only the 

energy bills for electricity and natural gas, and if not, what other expense does 

SEUL consider to be variable? 

22.1.2 If the energy bills for electricity and natural gas are considered the only variable 

costs, as stated in the Application, please confirm that the variable costs would 

make up approximately 25% to 28% of the total cost of service. 

22.1.3 If the table provided in response to BCUC IR 20.4 was inadvertently labeled 

incorrectly as to which columns were fixed and variable, please provide a correct 

table.   

22.1.4 Please confirm that if fixed rates are less than fixed costs, unoccupied units will 

be paying less than their fair share of costs. 

22.1.5 If SEUL is collecting a portion of fixed costs through the variable rate and 

consumption is higher than forecast (while all other factors remain the same as 

forecast), would SEUL collect more revenue than forecast and earn a higher ROE 

than forecast?   

23. Reference:  Exhibit B-3, BCUC IR 4.1.1 

23.1 In response to BCUC IR 4.1.1, SEUL states the goal of combining the meter charge and 

capacity levy is to simplify the invoices so customers will not be confused by seeing 

multiple fixed charges. 
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23.1.1 How many complaints have been received from ratepayers that were confused by 

the use of both a meter charge and capacity levy?   

23.1.2 Given that combining the metering charge and capacity levy, along with the 

proposed annual increases in the combined rate, results in the meter charge 

component of the combined rate increasing from $9.00 per month to $11.183 in 

year 10, and that the meter charge component of the combined charge will exceed 

the expected cost of metering, please explain how this is a reasonable method of 

cost recovery. 

23.1.3 The actual costs charged to SEUL for the metering and billing per unit is the same 

regardless of the size of the unit. SEUL’s proposal to include the metering and 

billing cost in the capacity levy results in the metering charges being applied on a 

square foot basis, with the larger units subsidizing the smaller units.  Please 

explain how this is fair and reasonable. 

24. Reference:  Exhibit B-3, BCUC IR 7.1 

24.1 SEUL has provided additional information with respect to the Werner Smith agreements 

in response to BCUC IR 7.1.  The agreement for mechanical maintenance and operation 

is discussed as having a 2.5% annual increase.  An agreement for water treatment is 

discussed as having a 4% annual increase.  A service agreement for major boiler service 

is discussed as having a set price per boiler. 

24.1.1 What is the estimated share of the $85,000 expense (Year 1) for Repairs and 

Maintenance attributed to each of the three agreements with Werner Smith? 

24.1.2 Please explain why a 4% annual increase was applied to the entire Repairs and 

Maintenance expense when only 1 of the three agreements discussed has a 4% 

annual increase included in the contract. 

24.1.3 If some costs from Werner Smith escalate at less than 4% annually on an actual 

basis, will that difference be reflected in reduced rates for customers? 

24.1.4 When the contracts with Werner Smith expire, will SEUL go to a competitive 

bidding process for future contracts? 

24.1.5 What incentive does SEUL have to negotiate reasonable costs from Werner 

Smith, and other suppliers, when costs are passed through to customers? 

24.1.6 If costs paid to Werner Smith are less than the amount included when setting 

rates, and all other factors are the same as forecast, will SEUL receive a higher 

ROE as a result? 
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25. Reference:  Exhibit B-3, BCUC 12.2 

25.1 In response to BCUC IR 12.2, SEUL states that it is reasonable to anticipate a corporate 

income tax rate increase of 2% every three years.  There has been no history of corporate 

tax rates increasing by the projected magnitude every 3 years. The actual history for the 

preceding 10 years is a 1% increase every 10 years, from 26% in 2012 to 27% in 2021 

(per KPMG report).   

25.2 Further, the "deemed interest" component of the return is intended to be a cost recovery 

item to SEUL, not a ROI as for the "deemed capital" component. However, this model 

does not treat the deemed interest as an expense and thus it has not been deducted in 

calculating the income for tax purposes. Based on the model assumptions, this results in 

an overstatement of the income tax costs by $446,500 over the 10- year period, which in 

turn means that the ratepayers are being overcharged by this amount. 

25.2.1 Given past experience, and the fact that the future tax rates are set by government 

and kept very confidential until announced, there is no clear supporting 

documentation to support a future tax increase.  Without such documentation, 

please explain why it is reasonable to charge customers rates that include those 

increases in tax rates as if they are a certainty. 

25.2.2 What is the result of including a tax rate increase in the rates charged to 

customers, and then those increases never occur?  Given all other factors being 

the same as forecast, will the lack of tax increases occurring increase the ROE 

paid to SEUL? 

25.2.3 Given that the increase in corporate tax rates is highly speculative, would it be 

more appropriate for such an increase to be accounted for through a deferral 

account rather than included in rates to be set for 10 or more years? 

26. Reference:  Exhibit B-3, BCUC IR 20.2  

26.1 In response to a request for a comparison of the average monthly bill for proposed rates 

and the current BC Hydro rate, SEUL responded that SEUL is not able to provide the 

requested comparison without further information on the assumptions to be made. 

26.1.1 Please provide a table showing the monthly bill for proposed rates for Year 1 

compared to monthly bills under current rates and under current BC Hydro rates, 

along with percent differences, given the following assumptions: 

 600 sq. ft. and use of 400, 700 and 1,000 kWh per month 

 775 sq. ft. and use of 600, 1297 and 1500 kWh per month 

 1200 sq. ft. and use of 600, 1000 and 1500 kWh per month 

 1500 sq. ft. and use of 800, 1200 and 1800 kWh per month 
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27. Reference:  Exhibit B-4, BCOAPO IR 8.1  

27.1 The response to BCOAPO IR 8.1 discusses the Revenue Deficiency/Surplus Deferral 

Account and states that SEUL is waiving recovery of the balance (estimated at $3.5 

million).   

27.1.1 In calculating the estimated $3.5 million in Revenue Deficiency through 2021, did 

SEUL charge itself for the capacity levy or usage rates for strata or rental units 

that were under construction or already built but not yet sold or rented out?   

28. Reference:  Exhibit B-4, BCOAPO IR 8.1  

28.1 The response to BCOAPO IR 8.1 discusses the Revenue Deficiency/Surplus Deferral 

Account and states that it SEUL is not proposing to record differences in actual revenues 

and costs of the 10-year period of the Application.  Rather, it will record differences in 

forecast annual revenue requirements and forecast annual revenues.   

28.1.1 Please explain how differences in actual revenues and costs of the 10-year period 

of the Application differ from differences in forecast annual revenue requirements 

and forecast annual revenue.   

28.1.2 If there is a positive value in the Revenue Deficiency/Surplus Deferral Account at 

the end of Year 10, will SEUL request that the amount be recovered future rate 

periods?  If not, please explain why not.   

28.1.3 If there is a negative balance in the Revenue Deficiency/Surplus Deferral Account 

at the end of Year 10, indicating that SEUL has over-collected its allowed return, 

will ratepayers have any ability to will request refunds or reduced rates in future 

rate periods? 

28.1.4 If SEUL was able to include the balance of the Revenue Deficiency/Surplus 

Deferral Account in the next rate period, would that eliminate the majority of the 

risk facing SEUL? 

28.1.5 If there is a negative balance in the Revenue Deficiency/Surplus Deferral 

Account, but a positive balance in either the ECDA or USCMDA, will SEUL still 

collect a rate rider from customers? 

29. Reference:  Exhibit B-6, Strata 1.1.1 

29.1 In the response to Strata IR 1.1.1, SEUL provided the monthly kWh by type for the years 

2017-2019, as requested. 

29.1.1 Please provide monthly kWh by type, in the same format as for Strata IR 1.1.1, 

for January through August of 2020. 
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30. Reference:  Exhibit B-3, BCUC IR 2.3 and BCUC IR Exhibit B-1 (Application), 

Financial Model 

30.1 In the response to BCUC IR 2.3, SEUL states that the load forecast assumes the actual 

historical load of all buildings since the Development was completed and occupied 

(reflecting actual occupancy of about 70% to 80% overall) is representative of the load 

going forward.  Strata owners have observed that more than 70 to 80% of units are 

regularly occupied based on the activity and level of lights visible most nights, on the fact 

that the parkade is approximately 80% full with only a small portion of vehicles not used 

regularly, and the fact that strata fees are mostly paid up with only two units 2 delinquent. 

30.1.1 What method did SEUL use to determine that the occupancy rate is about 70% to 

80% overall?  Is it based on kWh usage, surveys of residents, notifications from 

residents, number of billing addresses that differ from service addresses, tracking 

of residents with cameras or other means? 

30.1.2 What is the number of billing addresses that differ from service addresses for each 

of the past 12 months? 

30.1.3 Please provide a copy of the financial model in a full functional spreadsheet form, 

and identify the increase in revenues over the 10-year period, using the following 

assumptions: 

30.1.3.1 Include sales and revenues reflecting an increase of 10% of the 

occupancy rate assumed in the financial forecast. 

30.1.3.2 Include sales and revenues reflecting an increase of 20% of the 

occupancy rate assumed in the financial forecast. 

31. Reference:  Exhibit B-6, Strata 3.1 

31.1 In the response to Strata IR 3.1, SEUL states the natural gas and electricity consumption 

has been forecast on the basis of past bills.   

31.1.1 Please provide the monthly GJ, kWh and kW forecast consumption used to 

develop the expected cost for energy provided in the financial forecast. 

31.1.2 Please provide the natural gas and electric rates used to forecast the natural gas 

and electricity bills for the FY 2022 period. 

31.1.3 It appears that SEUL is on Rate 3 for natural gas, which requires a minimum 

annual use of 2,000 GJ per year.  Rate 5 is available for customers with annual 

use of 5,000 or more annually.  Given the bills provided, it appears that SEUL 

would qualify for Rate 5 now that it is at full capacity.  Has SEUL inquired with 

Fortis Energy as to whether it is eligible for Rate 5 and if so, what the annual bill 

reduction would be? 
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32. Reference:  Exhibit B-6, Strata 4.3 

32.1 In response to Strata IR 4.3, SEUL states the forecast of maintenance costs was based on 

the fiscal year 2020 costs as incurred.  While costs for the FY 2020 period are included in 

the financial model, costs for FY 2021 (to date) have not been provided in the financial 

model.   

32.1.1 As the most recent 12-month period better reflects full operations than does FY 

2020, please provide the actual maintenance costs for the past 12 months, and 

compare that to the FY 2020 maintenance costs and the forecast maintenance 

costs. 

33. Reference:  Exhibit B-6, Strata IR 8.1 

33.1 In response to a request regarding the hours expected from management associated with 

the $3,500 per month expense item, and the tasks to be performed, SEUL responded: 

“Hours worked supporting the utility are not tracked as the individuals involved 

are salaried employees of WFC.  The tasks performed by each of the individuals 

at WFC supporting the utility are set out in section 5.5(c), page 23 of the 

Application.” 

33.2 Section 5.5(c), page 23 of the Application states: 

“SEUL’s management costs therefore represent the proportion of salary costs 

allocated to the utility for the work performed, by predominantly, the Vice 

President of Finance, the Vice President of Construction, and the Accounting 

Manager.” 

33.2.1 What proportion of salary costs were used for each of the three positions in 

developing the $3,500 per month expense? 

33.2.2 Given the proportion of salary costs identified in response above, what does that 

equate to in terms of the hours per week for each position, assuming a 40-hour 

work week? 

33.2.3 If the proportion of salaries was not used to develop the estimated $3,500 per 

month expense forecast, please describe the method used to estimate the cost. 

34. Reference:  Exhibit B-6, Strata 1.20.1.3  

34.1 Strata IR 20.1.3 requested revenues for years 11 through 20 assuming a 2% increase in 

rates per year from the year 10 amount.  In Attachment Strata IR-1 Master Sheet, Tab IR 

20.1.3 it appears that rows 38 to 44 were adjusted correctly, but rows 7 to 10 reflect 

revenues at Year 10 levels for Years 11 through 20.  We assume this was an inadvertent 

mistake.  
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34.1.1 Please provide the results with Rows 7 through 10 adjusted to reflect the 2% 

annual rate increase scenario. 

35. Reference:  Exhibit B-6, Strata IR-1 Master Sheet.xlsx, Tab IR 20.2.2 

35.1 SEUL is using a cost of debt of 4.64% and a return on equity of 9.5% for FY 2022. 

35.2 In the latest application for Corix, the utility is using a cost of debt of 3.6% and a return 

on equity of 9.5%, as discussed on page 54 of the Application (Corix BMDEU 2020-

2023 Revenue Requirements and Rates Application, Exhibit B-1, filed with the BCUC on 

July 30, 2020). 

35.3 FAES used a 9.25% return on equity and a 4.55% cost of debt, as discussed on pages 14-

16 of the Application (FortisBC Alternative Energy Services Inc. (FAES) Application for 

Approval of the Fiscal 2020/2021 Annual Cost of Service and Cost of Service Rate for 

the Thermal Energy Service to Delta School District No. 37 , Exhibit B-1, filed with the 

BUC on June 9, 2020). 

35.4 On page 67 of a recent Application, FBC states it recently issued long-term debt at a rate 

of 3.12% and is using a rate of 3.9% for its cost of debt for 2021.  It is using a return on 

equity rate of 9.15% for 2021 (FBC Annual Review for 2020 ad 2021, Exhibit B-2, filed 

with the BCUC on August 12, 2020). 

35.5 In Table 5, (Tab 5, page 1) of a recent Application, PNG shows a 2021 forecast 4.10% 

for long-term debt and 9.25% for return on equity (PNG (N.E.) 2020-2021 Revenue 

Requirements Application, Exhibit B-1, filed with the BCUC on November 29,2019). 

35.5.1 Please provide evidence to support a cost of debt forecast for SEUL is higher than 

that used by all of the utilities listed above? 

35.5.2 Does SEUL have a higher level of risk than the utilities listed above?  If yes, 

please provide evidence to support that claim. 




