
 

 
Marija Tresoglavic 
Acting Commission Secretary 
 
Commission.Secretary@bcuc.com 
bcuc.com 

 
Suite 410, 900 Howe Street 
Vancouver, BC  Canada  V6Z 2N3 
P:    604.660.4700 
TF:  1.800.663.1385 
F:    604.660.1102 

 

BCUC Information Request No. 2  1 of 1 

September 18, 2020  
 
Sent via email/eFile 

SHANNON ESTATES – TES LEVELIZED RATE 

                                                  EXHIBIT A-4 

 
Ms. Joanne Liu, CPA, CA  
Vice President Finance 
Wall Financial Corporation 
1010 Burrard Street 
Vancouver, BC  V6Z 2R9  
jliu@wallcentre.com 
 
 
Re: Shannon Estates Utility Ltd. – Levelized Rate Application for the Shannon Estates Thermal Energy 

System – Project No. 1599113 – Information Request No. 2 
 
Dear Ms. Liu:  
 
Further to your June 30, 2020 filing of the above-noted application, enclosed please find British Columbia 
Utilities Commission Information Request No. 2. In accordance with the regulatory timetable established by 
Order G-186-20, please file your responses on or before Friday, October 2, 2020. 
 
Sincerely, 
 
Original signed by Ian Jarvis for: 
 
Marija Tresoglavic 
Acting Commission Secretary 
 
 
/mp 
Enclosure 
cc:  Michelle Casey 

Lawson Lundell LLP 
mcasey@lawsonlundell.com 

Ian Webb 
Lawson Lundell LLP  
iwebb@lawsonlundell.com 

 



 

 
 
 
Suite 410, 900 Howe Street 
Vancouver, BC  Canada  V6Z 2N3 
bcuc.com 

 
 
 
P:    604.660.4700 
TF:  1.800.663.1385 
F:    604.660.1102 

 

SEUL Levelized Rate Application for the Shannon Estates TES | BCUC IR No. 2 1 of 13 

Shannon Estates Utility Ltd. 
Levelized Rate Application for the Shannon Estates Thermal Energy System 

 
INFORMATION REQUEST NO. 2 TO SHANNON ESTATES UTILITY LTD. 

 
 
Table of Contents Page no. 
A. SEUL ENERGY CONSUMPTION AND LOAD FORECASTS .................................................................................1 

B. ANNUAL REVENUE .........................................................................................................................................4 

C. ANNUAL GENERAL AND ADMINISTRATIVE COSTS ........................................................................................5 

D. INCOME TAXES ..............................................................................................................................................6 

E. REGULATORY DEFERRAL ACCOUNT...............................................................................................................8 

F. UNPLANNED SUSTAINMENT CAPITAL AND MAINTENANCE DEFERRAL ACCOUNT .......................................8 

G. ENERGY COSTS DEFERRAL ACCOUNT ......................................................................................................... 10 

H. PROPOSED RATE STRUCTURE AND RATES ................................................................................................. 11 

I. REVISION TO THE TARIFF TERMS AND CONDITIONS .................................................................................. 12 

 
A. SEUL ENERGY CONSUMPTION AND LOAD FORECASTS 

 Reference: SEUL ENERGY CONSUMPTION AND LOAD FORECASTS 
Exhibit B-1, Section 4, p. 9; Exhibit B-3, BCUC IR 2.3 
Occupancy 

On page 9 of Shannon Estates Utility Ltd.’s (SEUL) Levelized Rate Application for the Shannon Estates 
Thermal Energy System (SETES) (Application), SEUL states: 

Based on what SEUL is able to ascertain using consumption data, Phase 2 was never 
more than 80% occupied in any month. In developing the forecasts, SEUL assumes that 
Phase 2 units will, on average, continue to be 70% to 80% occupied throughout the year. 

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 2.3, SEUL states: 

SEUL’s 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. A specific occupancy rate (i.e., 
70% or 80%) has not been used as an input into SEUL’s forecast. 

32.1 Given that Phase 2 was not substantially occupied until late September 2019 and SEUL’s 
forecasts have been based on data for 5 months (October 2019 to February 2020), please 
discuss why SEUL considers the occupancy rates for this period to be representative of the 
ongoing occupancy for the next 10 years of Phase 2.  

32.1.1 Please discuss the factors considered when determining the occupancy for Phase 2 (e.g. 
customer type, end use, etc.).  
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32.1.2 Please explain whether SEUL intends to review the occupancy rates for Phase 2 once a 
full year’s data is available. If so, how will this impact the rates proposed for the 10-year 
test period. 

32.2 Please confirm, or otherwise explain, that the occupancy rate has no relationship to the number 
of units sold by the Developer. 

32.3 Please confirm, or otherwise explain, whether the Developer has sold all units (Strata, Rental 
and Retail) in the development (Phase 1 and Phase 2).  

32.3.1 If not confirmed, for any units not sold, please explain whether the Developer is 
responsible for all thermal energy costs at this time. 

 Reference: SEUL ENERGY CONSUMPTION AND LOAD FORECASTS 
Exhibit B-1, Section 4, p. 9; Exhibit B-3, BCUC IRs 2.5, 2.5.1, 2.6, 2.7, 2.8, 2.10 
Forecast of Thermal Energy Consumption 

On page 9 of the Application, SEUL states that the “Annual forecasts of energy consumption for the 
periods from October to February inclusive were based on the actual unadjusted consumption for space 
heating, space cooling and DHW heating from both Phase 1 and Phase 2 of the Development for the 
months of October 2019 to February 2020.” [Emphasis added] 

In response to BCUC IR 2.5 and 2.7, SEUL provided the historic energy consumption for Phase 1, only for 
2017 to 2019, and the historic thermal energy consumption for Phase 2, only for the period 
October 2019 to May 2020, respectively.  

In response to BCUC IR 2.6 and 2.8, SEUL provided the forecast energy consumption for Phase 1, and the 
forecast energy consumption for Phase 2, respectively.  

33.1 Given that the forecast energy consumption for the periods October to February inclusive are 
stated to be based on the actual unadjusted consumption for both Phase 1 and Phase 2 for the 
months of October 2019 to February 2020, please explain the differences between the forecast 
energy consumption and the historical energy consumption data provided for October to 
February for (i) Phase 1, and (ii) Phase 2.  

33.1.1 If the differences are a result of adjustments made by SEUL to the load forecast, please 
provide a detailed explanation, with supporting rationale, of all adjustments made.  

On page 9 of the Application, SEUL states: 

3.  Annual forecasts of energy consumption for the months of March to September 
inclusive were determined using the energy consumption levels during October 
2019 to February 2020 and normalizing energy consumption for those months 
using historical monthly profile data from Phase 1 to extrapolate thermal energy 
consumption for the months of March to September at full occupancy. 

33.2 Please provide a detailed, step-by-step explanation of the methodology used for “normalizing 
energy consumption for those months using historical monthly profile data from Phase 1 to 
extrapolate thermal energy consumption for the months of March to September at full 
occupancy.” Please include supporting rationale for all assumptions made and a sample 
calculation. 

In response to BCUC IR 2.5.1, SEUL states that the “methodology was not intended to and did not 
produce separate forecasts for energy consumption by buildings in Phase 1 vs. Phase 2.” 

33.3 Please discuss whether SEUL considered developing a separate load forecast for Phase 1 and 
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Phase 2, in consideration of SEUL’s access to actual historical data for a period of three years for 
Phase 1. 

33.3.1 If so, please discuss why this methodology was not used. 

33.3.2 If not, please explain why not.  

33.4 Please discuss the similarities between the load profiles of Phase 1 and Phase 2 that allow a 
combined load forecast to be developed (e.g. customer type, end use, etc.). 

33.5 Please discuss the advantages and disadvantages of the chosen methodology. 

In response to BCUC IR 2.10, SEUL states: 

The strata corporations can set the heating and cooling temperatures for common areas 
higher or lower – in the common areas of the strata buildings, the strata corporations 
govern which impacts the heating and cooling energy loads… 

The extent to which the swimming pools are heated has a significant impact on total 
energy consumption. For example, in 2019, pool heating accounted for 276,802 kWh, or 
roughly 6%, of thermal energy consumed in the Development. 

33.6 Please confirm, or otherwise explain, that SEUL’s load forecast includes the energy consumption 
required for heating the swimming pool(s).  

33.6.1 If confirmed, please explain what assumptions have been made with respect to the 
energy required for pool heating in a year (e.g. unadjusted historical energy 
consumption, energy consumption normalized using historical energy consumption, 
forecast from strata corporation, etc.). 

33.6.2 If not confirmed, please explain why not. 

33.6.3 If not confirmed, please update the load forecast provided in Table 3 of the Application 
to reflect the impact of the swimming pool(s) heating.  

33.7 Please explain whether SEUL discussed or consulted with the strata corporations regarding 
heating and cooling requirements when developing the load forecast.  

33.7.1 If so, please discuss how the discussions have informed SEUL’s load forecast.  

33.7.2 If not, please explain why not. 

 Reference: SEUL ENERGY CONSUMPTION AND LOAD FORECASTS 
Exhibit B-1, Section 4, p. 10; Exhibit B-4, BCOAPO IR 1.1 
Forecast of Thermal Energy Consumption – Sensitivity Analysis 

On page 10 of the Application, SEUL provides the thermal energy consumption forecast for the SETES in 
Table 3. 

In response to British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) IR 1.1, SEUL states: 

Some of the risk associated with annual variations in energy consumption will be borne 
by the utility’s shareholder. If energy consumption is higher than forecast, for example 
due to colder weather during the winter, warmer weather during the summer, 
increased swimming pool heating and/or higher occupancy rates at the Development, 
SEUL will supply more energy to customers. Although this will increase variable charge 
revenue, there will also be increased cost to produce that energy. The variable cost to 
produce energy will not be recovered 1:1 by variable charge revenue, resulting in risk to 
the utility’s shareholder associated with annual variations in energy consumption. The 
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analogous analysis applies if energy consumption is lower than forecast. 

34.1 Please reproduce the load forecast provided in Table 3 to represent: 

i. Annual energy consumption based on 100 percent occupancy; 
ii. Annual energy consumption that is 20 percent lower than forecasted; 

iii. Annual energy consumption that is 10 percent lower than forecasted; 
iv. Annual energy consumption that is 10 percent greater than forecasted; and 
v. Annual energy consumption that is 20 percent greater than forecasted. 

34.1.1 Please provide the rate impact for each scenario. 

34.2 With reference to the statement: “[t]he variable cost to produce energy will not be recovered 
1:1 by variable charge revenue,” please explain what variable costs would not be recovered.   

34.3 In the event that the actual energy consumption is 10 percent greater than forecast, please 
explain how the costs associated with the variation in energy consumption would be treated. 
Please provide a sample calculation to support your response.  

34.4 In the event that the actual energy consumption is 10 percent lower than forecast, please 
explain how the costs associated with the variation in energy consumption would be treated. 
Please provide a sample calculation to support your response.  

34.5 Please discuss whether SEUL considered any options to mitigate the risks associated with 
developing a load forecast for a 10-year period (e.g. developing a forecast for a shorter period of 
time, an off-ramp if variances exceed a certain threshold, etc.). 

34.5.1 If so, please explain why these options were not presented. 

34.5.2 If not, please provide a discussion on the advantages and disadvantages of the options 
and discuss whether SEUL considers any of the options to be feasible. 

B. ANNUAL REVENUE 

 Reference: ANNUAL REVENUE 
Exhibit B-1, Section 5.3, p. 17; Exhibit B-3, BCUC IRs 3.1, 4.1 
Revenue Requirements 

In response to BCUC IR 3.1, SEUL states: 

SEUL’s Application proposes a rate structure that recovers approximately 40% of the 
cost of service through fixed charges and approximately 60% through variable charges. 
As shown on Lines 52 and 53 of the Financial Model, the requested fixed and variable 
charges reflect these 40/60 proportions. SEUL considers that the 40/60 proportions 
provide a reasonable balance for the utility to recover its fixed costs and for customers 
to have the ability to manage their energy costs through decisions about energy 
consumption. 

35.1 Please explain why the 40/60 split is a reasonable balance for the utility to recover its 
fixed / variable costs. 

35.2 Please explain how the 40/60 split compares to other smaller BCUC regulated utilities. 

In response to BCUC IR 4.1, SEUL states: 

SEUL will be charged $9.00 per account per month for the next five years and $10.00 per 
account per month for the following five years. For example, the charge of $9.00 per 
month will result in a monthly cost to SEUL of $5,508 ($9.00 x 612 accounts). This 
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translates into a charge to customers of $0.008/sq.ft. ($5,508 / 698,986 sq.ft.), 
representing 1.4% of the total proposed capacity levy for fiscal 2022 (Year 1) 
($0.008/$0.5528). 

A standard 700 sq.ft. unit will pay $5.60 ($0.008/sq.ft. x 700 sq.ft.) in respect of this 
cost, which is lower than the previous charge of $9.50. A larger until will pay a slightly 
higher fixed cost. There will therefore be some minor variation in the fixed costs that 
each unit will pay. 

Page 17 of the Application states: 

This separate charge has been used to collect the $9.50 per account per month SEUL 
pays its agent QMC for a broad range of customer-care services including collection, 
review, and processing of data to generate customer invoices, invoicing customers and 
collecting and processing accounts receivable, and managing all matters related to 
customer accounts including addressing any questions or concerns customers might 
have. 

35.3 Please confirm, or explain otherwise, whether larger units require more of the Quadlogic Meters 
Canada Inc. (QMC) services listed in the preamble than smaller units.   

35.4 Please provide a cost comparison between a 700 sq. ft. unit, 800 sq. ft. unit, and 1,000 sq. ft. 
unit, based on the current metering charge of $9.50 versus the proposed treatment of 
0.008/sq. ft. 

C. ANNUAL GENERAL AND ADMINISTRATIVE COSTS 

 Reference: ANNUAL GENERAL AND ADMINISTRATIVE COSTS 
Exhibit B-3, BCUC IR 8.1 
Legal and Professional Fees 

In response to BCUC IR 8.1, SEUL provides a breakdown of legal and professional fees incurred in fiscal 
2019 and fiscal 2020. Included among these amounts in fiscal 2019 are: 

• $13,000 in relation to a customer’s inquires and complaints to the BCUC, and associated 
BCUC review processes, about the determination of the customer’s domestic hot water 
(DHW) heating energy consumption and to develop a methodology to determine the DHW 
energy consumption given the unique service configuration for this customer, and in 
relation to the same customer’s inquires about DHW invoices to his neighbors; 

• $12,000 in relation to establishing a statutory right of way with respect to the SETES solar 
panels at the request of the same customer and as directed by the BCUC in the Order G-160-
18 decision; 

36.1 Please explain if the work associated with this customer’s matters has been completed. 

36.1.1 If completed, please explain how the legal and professional fees forecast of $35,000 for 
the first year, and $30,000 for the second year, have been adjusted for these amounts. 

36.1.2 If not completed, please explain what work is remaining, and provide an estimate of the 
costs relating to these matters. 

Included in the costs for fiscal 2020 are: 

• $16,000 related to corporate legal work as well as accounting, audit review and tax planning 
related to the transfer of the utility assets and operations from SWCRA LP to SEUL; 

• $4,000 related to the application to the BCUC for approval of 2020 rates; 
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• $11,000 related to the application to the BCUC to extend the deadline for SEUL to submit 
the levelized rate application and the associated BCUC process; 

36.2 Please explain if any of these above costs are included in the annual forecast for the 10-year 
period. 

36.2.1 For the above costs that are included, please specify the amount of the forecast annual 
costs associated with each of these activities that is included in each year of the 10-year 
period. Please also explain why SEUL believes it is necessary to include these as annual 
costs in the 10-year period. Please justify your response for each cost item. 

36.2.2 For the above costs that are not included, please explain how the professional and legal 
fees forecasts of $35,000 for the first year, and $30,000 for the second year, have been 
adjusted for these amounts. 

D. INCOME TAXES 

 Reference: INCOME TAXES 
Exhibit B-3, BCUC IR 12.0; Corix’s Burnaby Mountain District Energy Utility (DEU) 
2020-2023 Revenue Requirement and Rates Application, Exhibit B-1, p.37 
Income Taxes  

In response to BCUC IR 12.1, SEUL states: 

As stated in section 5.7 of the Application, income tax rates and tax rates in general 
could vary significantly based on the policies of the governing party. Due to the recent 
impact of the COVID-19 pandemic on the economy and resulting subsidies and other 
relief programs offered by both federal and provincial governments, it is reasonable to 
anticipate that the governments will raise corporate income taxes to help fund the 
subsidies provided and reduce deficits. It is unknown how and when the governing 
bodies will adjust taxes, but SEUL’s position is that for an Application to set rates for 10 
years it is reasonable to anticipate an increase in the corporate income tax rate by 2% 
every three years.  

In response to BCUC IR 12.2, SEUL states: “SEUL has used a conservative estimate of a 2% increase every 
three years to mitigate against the risk that income tax payable is less than forecast.” 

37.1 Please explain why a 2% increase every three years is a reasonable forecast.  Please include all 
evidence used to support this assumption.  

Page 37 of Corix’s Burnaby Mountain District Energy Utility (DEU) 2020-2023 Revenue Requirement and 
Rates Application provides the following Income Tax Assumptions: 
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37.2 Please discuss how SEUL’s proposed income tax assumptions compare with Corix Multi-Utility 
Services Inc. Burnaby Mountain District Energy Utility’s assumptions. 

37.3 Please explain whether SEUL has considered seeking BCUC approval for a deferral account to 
record (and later recover / return to customers) the variance between forecast and actual 
income tax expenses. 

BCUC IR 12.3 states: 

Please provide the cumulative difference in income tax payable over the 10-year period 
between SEUL’s proposed corporate income tax rates and a scenario where the future 
corporate income tax rates are forecast to remain unchanged at 27 percent. 

In response to BCUC IR12.3, SEUL states: 

Please note that the Financial Model is not designed to recalculate the applied for rates 
by simply adjusting the assumptions used in the Financial Model and in the Application. 
Although SEUL has updated the Financial Model according to the parameters of this 
information request, this recalculation should be considered as indicative of the impact 
and not sufficiently accurate for the Commission to rely on in making its decision on this 
Application. 

BCUC IR 12.3.1 states: “Please provide the annual incremental rate impact of using a corporate income 
tax rate of 27 percent over the 10-year period.” 

In response to BCUC IR12.3.1, SEUL states: 

Please refer to Attachment BCUC IR-1 Master Sheet, Tab 12.3.1. The incremental rate 
impact will depend on the elements of the rate structure chosen to achieve a minimal 
balance in the Revenue Deficiency / Surplus Account over the time period. For 
illustrative purposes, SEUL has provided an example of the rates to achieve this 
objective under the scenario specified in this question. The rates were computed using 
the “solver” function in Excel to which the objective may be achieved under a variety of 
rate structures, and for which SEUL has not explored all the possibilities for 
reasonableness. 

Please note that the Financial Model is not designed to recalculate the applied for rates 
by simply adjusting the assumptions used in the Financial Model and in the Application. 
Although SEUL has updated the Financial Model according to the parameters of this 
information request, this recalculation should be considered as indicative of the impact 
and not sufficiently accurate for the Commission to rely on in making its decision on this 
Application. 

37.4 Please explain why rates and taxes payable under BCUC IR-1 Master Sheet, Tab 12.3.1 are higher 
than the rates and taxes payable provided in the SEUL Financial Model of Profit and Loss 
supplied with the original application. 

37.5 Please provide the following analysis, keeping all other factors the same in the SEUL Financial 
Model of Profit and Loss: 

37.5.1 The incremental rates impact if the corporate income tax rate of 27%: 

i. Remained constant during the test period; 

ii. Changed by plus or minus 1% every three years;  

iii. Changed by minus 2% year every three years; and 
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iv. Changed by plus or minus 3% every three years. 

E. REGULATORY DEFERRAL ACCOUNT 

 Reference: REGULATORY DEFERRAL ACCOUNT 
Exhibit B-3, BCUC IR 16.0 
Regulatory Deferral Account (RDA) 

In response to BCUC IR 16.1, SEUL provides a breakdown of the additions to the RDA for fiscal 2017, 
2018, and 2019.  

38.1 Please explain in detail each of the NDY and Lawson Lundell Fees for fiscal 2019. Why do these 
costs exist in 2019, when Order G-190-17 was issued in 2017? 

In response to BCUC IR 16.3, SEUL states: 

…SEUL did not initially consider recording costs incurred directly in relation to the 
current Application in the RDA. However, given the unanticipated involvement of the 
BCOAPO and request for PACA funding in this proceeding, in particular, a different 
approach to recording and recovering regulatory costs in relation to the current 
Application might be more appropriate. 

38.2 Please discuss the different approaches SEUL is considering with regards to recording and 
recovering regulatory costs for to the current Application. 

38.3 Please explain when and how SEUL will decide how to record costs incurred directly in relation 
to the current Application into the RDA, including the timing of when SEUL will seek approval 
from the BCUC to include these costs in the RDA. 

F. UNPLANNED SUSTAINMENT CAPITAL AND MAINTENANCE DEFERRAL ACCOUNT 

 Reference: UNPLANNED SUSTAINMENT CAPITAL AND MAINTENANCE DEFERRAL ACCOUNT 
Exhibit B-3, BCUC IR 17.2 
Unplanned Sustainment Capital and Maintenance Deferral Account 

In response to BCUC IR 17.2, SEUL states: 

A threshold is proposed for this deferral account in recognition that SEUL should bear 
risk and have the incentive to properly manage the repairs and maintenance of the 
SETES assets. With respect to the amount of the threshold proposed (that is, a total 
annual financial impact of $20,000), as stated in section 6.4, page 31 of the Application, 
this threshold is considered reasonable in relation to the ROE in the range of $200,000 
per year. 

39.1 Please explain why the $20,000 threshold is reasonable in relation to the Return on Equity (ROE) 
in the range of $200,000 per year. Please include in your explanation how this limit and its 
relationship to ROE were determined. Please include how this compares to other smaller BCUC 
regulated utilities treatment of maintenance deferral accounts. 

39.2 Please explain how the amount of the unplanned capital expenditures is determined and then 
approved. For example, if repairs cost $30,000, will the full $30,000 be placed into the deferral 
account and subsequently recovered in the rate rider, or is only $10,000 included in the account 
to be recovered?  

39.2.1 Please confirm, or explain otherwise, whether expenditures that are planned but cost 
significantly more than forecasted will be included in this deferral account.  
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 Reference: UNPLANNED SUSTAINMENT CAPITAL AND MAINTENANCE DEFERRAL ACOUNT 
Exhibit B-3, BCUC IR 18.1; BC Hydro F2009-F2010 Revenue Requirement Application 
Decision and Order G-16-09 dated March 13, 2009, p. 170 
Rate Rider 

In response to BCUC IR18.1, SEUL states: 

On an expected basis (that is, if capital and maintenance costs are as forecast in the 
Financial Model and/or unplanned sustainment capital and maintenance costs never 
exceed the proposed $20,000 annual financial impact threshold), the proposed USCMDA 
and rate rider will never be used. SEUL cannot predict how an unexpected scenario 
might affect customer rates and in particular whether an unexpected scenario could 
result in the rate rider exceeding a given percentage. 

SEUL would not be opposed to the BCUC approving the proposed USCMDA and rate 
rider subject to a condition that the rate rider shall not be set higher than 15%. 

40.1 Please confirm, or explain otherwise, whether “the rate rider shall not be set higher than 15%” 
means the rate rider will not have more than a 15% rate impact in any given year during the test 
period. 

40.2 Please explain how the 15% limit was determined. 

40.3 Please confirm, or explain otherwise, whether any amounts from the deferral account, that are 
above the 15% limit, and can not be recovered within one year, will remain in the deferral 
account for the next year.   

40.3.1 If confirmed, please confirm, or explain otherwise, whether the rate rider will be 
adjusted in future years by SEUL without further BCUC approval. 

40.3.1.1 If confirmed, please confirm, or explain otherwise, whether SEUL is 
requesting approval for the methodology of the rate rider rather than the 
actual rate rider charged to customers in each year.   

40.3.1.2  If confirmed, please discuss how SEUL will treat any balance remaining in the 
deferral account at the end of the test period. 

40.4 Given that this Unplanned Sustainment Capital and Maintenance Deferral Account (USCMDA) is 
proposed to capture unplanned sustainment capital and maintenance costs, and SEUL states 
that it “cannot predict how an unexpected scenario might affect customer rates,” please discuss 
whether it would be more appropriate for SEUL to bring forward an application to the BCUC on 
an annual basis so the BCUC can determine whether the amounts accruing to the USCMDA are 
just and reasonable, before the rate rider is established. Please discuss why or why not.  

40.5 Please discuss whether it would be appropriate to establish threshold levels for the proposed 
rate rider, before additional BCUC’s approval is triggered. For example, should the 15% proposal 
be lowered. Why or why not?  

Page 31 of the Application states: “SEUL proposes that the rate rider to recover the balance in the 
USCMDA be set as a percentage of the customer’s total utility charges, like BC Hydro’s RS 1901 deferral 
account rate rider.” 

Page 170 of British Columbia Hydro and Power Authority (BC Hydro) F2009-F2010 Revenue Requirement 
Application Decision and Order G-16-09 dated March 13, 2009 states: 

BC Hydro states that it recognizes the permanent nature of the Deferral Accounts, and 
that there may be significant volatility in the net balance from year to year, and 
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proposes that it would be appropriate to adjust the level of the DARR each year in a 
manner that would meet the following objectives: 

• minimize intergenerational inequity by being responsive to the changing net balance in the 
Deferral Accounts; 

• maintain rate stability for customers to the extent practicable; and 
• be administratively simple and transparent 

Further on page 172 of BC Hydro F2009-F2010 Revenue Requirement Application Decision and 
Order G-16-09 dated March 13, 2009 states: 

The Commission Panel finds that the proposed DARR mechanism presents a more 
structured approach to clearing the net balances, meets the stated objectives, and that 
the estimated amortization period of 4–6 years is reasonable, and accordingly accepts 
the DARR mechanism as proposed by BC Hydro 

40.6 As SEUL’s proposed rate rider is based on BC Hydro’s Deferral Account Rate Rider (DARR), please 
discuss how the proposed rate rider treatment meets the above BCUC approved objectives.  

40.7 Please discuss the cost drivers for potential unplanned sustainment capital and maintenance 
costs and why it is reasonable to allocate these costs to customers as a percentage of their total 
utility charges.  

G. ENERGY COSTS DEFERRAL ACCOUNT 

 Reference: ENERGY COSTS DEFERRAL ACCOUNT (ECDA) 
Exhibit B-1, Section 6.5, p. 32; Exhibit B-3, BCUC IR 19.1 
ECDA Rate Rider 

In response to BCUC IR 19.1, SEUL states that proposed ECDA and rate rider are required to account for 
the uncertainty of the unit costs of natural gas and electricity over a ten-year period. 

On page 32 of the Application, SEUL states:  

The annual impact (positive or negative) of variances between forecast unit energy costs 
and actual unit energy costs are proposed to be captured in the ECDA. For example, the 
assumed unit costs of gas and electricity are calculated for Year 1 of the forecast. The 
difference between the forecast unit costs and actual unit costs of electricity and gas in 
that year will be calculated and then multiplied by the actual load (kWh). That amount 
(positive or negative) will be added to the ECDA balance. This approach, using the 
variances in unit costs, excludes the impact of load variance on the calculation of 
additions (positive or negative) to the ECDA. The variance in costs due to variance in 
load relative to the forecast will be addressed by the base energy charges which vary 
with load. 

41.1 Please provide the resulting impact to rates for the following scenarios, including sample 
calculations of the above approach for one year if: 

i. Actual load exceeds forecast load by 10 percent, and actual unit costs are equal 
to forecast unit costs; 

ii. Actual load exceeds forecast load by 5 percent, and actual unit costs are equal 
to forecast unit costs; 

iii. Actual load is lower than forecast load by 10 percent, and actual unit costs are 
equal to forecast unit costs; and 
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iv. Actual load is lower than forecast load by 5 percent, and actual unit costs are 
equal to forecast unit costs. 

Please provide the calculations and any amounts that would be added to the ECDA, and also 
illustrate how the variance in load relative to the forecast would be addressed by the base 
energy charges. 

41.2 Please provide the resulting impact to rates for the following scenarios, including sample 
calculations of the above approach for one year if: 

i. Actual load is equal to forecast load, and actual unit costs are 10 percent higher 
than forecast unit costs; 

ii. Actual load is equal to forecast load, and actual unit costs are 5 percent higher 
than forecast unit costs; 

iii. Actual load is equal to forecast load, and actual unit costs are 10 percent lower 
than forecast; and 

iv. Actual load is equal to forecast load, and actual unit costs are 5 percent lower 
than forecast. 

Please provide the calculations and any amounts that would be added to the ECDA, and also 
illustrate how the variance in load relative to the forecast would be addressed by the base 
energy charges. 

H. PROPOSED RATE STRUCTURE AND RATES 

 Reference: PROPOSED RATE STRUCTURE AND RATES 
Exhibit B-3, BCUC IR 20.0 
Revenue Deficiency/Surplus Deferral Account 

In response to BCUC IR 20.3.1, SEUL states: 

Please refer to the response to BCUC IR-1 20.3. A uniform percentage increase each year 
at, for example, 2.25% could achieve these goals. Please refer to Attachment BCUC IR-1 
Master Sheet, Tab 20.3.1. 

Please note that the Financial Model is not designed to recalculate the applied for rates 
by simply adjusting the assumptions used in the Financial Model and in the Application. 
Although SEUL has updated the Financial Model according to the parameters of this 
information request, this recalculation should be considered as indicative of the impact 
and not sufficiently accurate for the Commission to rely on in making its decision on this 
Application. 

42.1 Please explain in detail why a uniform increase of 2.25 percent each year is not sufficiently 
accurate when compared to the applied for increases ranging from 1.5 to 3 percent per year. 

In response to BCUC IR 20.4, SEUL provides the percentage of fixed vs. variable costs incurred for fiscal 
2019 and 2020 and compares these to the percentage of fixed vs. variable costs that SEUL expects to 
incur for the proposed 10-year period. In response to BCUC IR 20.4.1, SEUL states that it did not consider 
any alternatives to rates that recover up to 40 percent of the cost of service through fixed charges and 
the remainder through variable charges. 

42.2 Please clarify if SEUL’s response to BCUC IR 20.4 means that SEUL did not consider rate designs 
that recovered lower than 40 percent of the cost of service through fixed charges. If so, why 
not? 
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42.3 Please discuss possible alternate rate designs which have a higher or lower fixed charge 
component versus the variable component, specifying the pros and cons of each alternative. For 
each method, please also specify if SEUL is aware of any utility that uses that method. 

42.4 What happens if actual costs are higher/lower than the 40 percent fixed/60 variable during the 
10-year period? Will SEUL be tracking these results to determine whether their approved rate 
design continues to be appropriate during this period? 

 Reference: PROPOSED RATE STRUCTURE AND RATES 
Exhibit B-3, BCUC IR 21.1 
Revenue Deficiency/Surplus Deferral Account 

In response to BCUC IR 21.1, SEUL states: 

As stated in section 6.2 of the Application, SEUL has prepared the revenue 
deficiency/surplus calculations for each year in the Financial Model to guide the 
determination of rates that achieve the required rate of return of 9.50% on SEUL’s 
equity portion of its capital investment and a WACC on SEUL’s debt portion over the 
ten-year period. 

43.1 Please confirm that for each year in the model, the additions to the revenue deficiency deferral 
account include carrying charges on debt at WACC. If confirmed, please explain why SEUL is 
including the carrying charges on the debt portion of its capital investment in the revenue 
deficiency/surplus calculations. 

43.1.1 Please comment on whether SEUL views using WACC on the debt portion as double 
counting, since WACC already includes ROE, including any reasons. 

43.1.2 Please comment on whether WACD should be used on the debt portion, instead of 
WACC, including any reasons. 

I. REVISION TO THE TARIFF TERMS AND CONDITIONS 

 Reference: MEMORANDUM FROM SHANNON ESTATES UTILITY LTD. TO THE BRITISH COLUMBIA 
UTILITIES COMMISSION REGARDING THE DOMESTIC HOT WATER HEATING FORMULA 
FOR THE SHANNON ESTATES STRATA DATED AUGUST 17, 2018 
Exhibit B-3, BCUC IR 26.1, 26.5   
Domestic Hot Water Heating Formula  

In response to BCUC IR 26.1, SEUL states: 

The meters used for the supply, recirculation and strata meters were outlined in the 
Memorandum and are as follows: 

• Supply: GWF Wolman WPDH 

• Recirculation: GWF MTW 

• Strata: GWF UnicoCoder 

44.1 Please confirm, or otherwise explain, that all meters have been installed in accordance with the 
manufacturer’s specifications, such that all meters are reading within the specified tolerances. 

In response to BCUC IR 26.5, SEUL states: “QMC reviews meter information when preparing monthly 
invoices. This review is intended to identify and remedy any such discrepancies if they were to occur 
again.” 
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44.2 In the event that further issues are identified with the meters, such that SEUL inadvertently 
over- or under-charges for service, please explain how SEUL would treat the variances.  

44.2.1 What other actions would SEUL undertake to communicate with and resolve this issue 
with customers.  


