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A. GENERAL 

 Reference: GENERAL 
Application for Interim Heating Rates for the Thermal Energy System at the Vancouver 
House Development, Exhibit B-2, British Columbia Utilities Commission Information 
Request 4.9; Exhibit B-2-1, Confidential Attachment 4.9; Evidentiary Update and 
Application for Permanent Rates for the Heating Thermal Energy System at the 
Vancouver House Development 2020-2023, Exhibit B-5, Appendix A, p. 8 
Distribution piping to other sites    

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 4.9 in the Creative 
Energy Vancouver Platforms Inc. (Creative Energy) Application for Interim Heating Rates for the Thermal 
Energy System (TES) at the Vancouver House Development (VHD) (Interim Heating Rates Application), 
Creative Energy provides the Vancouver South Downtown (SoDo) Low Carbon Energy Systems Screening 
Study (Low Carbon Screening Study) prepared by the Integral Group as Confidential Attachment 4.9 to 
Exhibit B-2-1, which makes reference to additional customers that could be connected to the 
containerized boiler plant. 
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On page 8 of Appendix A to Creative Energy’s Evidentiary Update and Application for Permanent Rates 
for the Heating TES at the VHD 2020-2023 (Heating Permanent Rates Application), Creative Energy 
states: 

The cost to complete of $100,000 is the estimate of Road Restoration costs, which will 
be charged to the project by the City of Vancouver at the time that they re-pave Pacific 
Boulevard. This city previously indicated that this would happen in 2021, following 
completion of utility servicing to a number of new developments in the area. 

20.1 Please explain whether any of the building referenced in the Low Carbon Screening Study is the 
same as the 889 Pacific site referenced in the Registration of Extension to SoDo Heating TES 
(Heating TES Extension Application).  

20.2 Please confirm, or otherwise explain, whether Creative Energy has already installed the 
distribution piping to any of the sites referenced in the Low Carbon Screening Study.  

20.2.1 If confirmed, please provide the site(s) and the date(s) on which the distribution piping 
was installed.  

20.2.2 If confirmed, please provide a breakdown of the capital and development costs for the 
distribution piping. 

20.2.2.1 Is Creative Energy seeking to recover these costs as part of the Heating 
Permanent Rates Application? 

20.2.3 If confirmed, please explain whether the $100,000 fee charged by the City of Vancouver 
relates to the distribution pipework for any of the sites.  

20.2.3.1 If confirmed, please provide the amount allocated to the distribution 
pipework for the sites identified. 

 
B. CAPITAL AND DEVELOPMENT COSTS 

 Reference: CAPITAL AND DEVELOPMENT COSTS  
Exhibit B-5, Appendix A, Section 2.3, p. 5; Section 3.1, pp. 6-12, Tables 3-4;  
Creative Energy Registration for the 1480 Howe Street TES Stream A Application, filed 
January 06, 2017, pp. 3-4; Creative Energy Application for a Certificate of Public 
Convenience and Necessity (CPCN) for a Neighbourhood Energy System (NES) in the 
South Downtown (SoDo) area of Vancouver (SoDo Heating CPCN Application), Order 
C-1-16 and accompanying Decision (SoDo Heating CPCN Decision), Section 1.1, p. 2; 
Section 2.4, p. 9, Table 12 
Heating TES final cost report 

In Section 3.1 of Appendix A to the Permanent Heating Rates Application, Creative Energy presents in 
Table 3 the Phase 1 Cost Report summarizing the variances between the cost estimates in the 1480 
Howe Street TES Stream A Application and actual costs. In Table 4 of the same section, Creative Energy 
presents the Phase 2 Cost Report summarizing the variances between the cost estimates in the SoDo 
Heating CPCN Application and actual costs.   

On page 3 of the 1480 Howe Street TES Stream A Application, Creative Energy states 
Phase 1 “is a closed loop heating system supplying heat to the development at 1480 
Howe for the purpose of construction heating and commissioning.” [Emphasis added] 

In the ‘Cost Estimate’ section on page 4 of the 1480 Howe Street TES Steam A Application, Creative 
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Energy provides the estimated capital costs as presented below:  

21.1 In the following format please provide a complete breakdown of the final costs of the Phase 1 NES, with 
a comparison of these costs to the estimates provided in the 1480 Howe Street TES Stream A 
Application. Please explain any variances greater than 10 percent between estimate and actual. If any 
costs have been allocated to a new or different category, please clearly identify these costs and explain 
why they were re-categorized.  

21.1.1 Please provide the breakdown in the same level of detail to that provided in Exhibit B-2-1 in 
response to confidential BCUC IR 1.1 of the SODO Heating CPCN Application. Please provide a 
public and redacted version as appropriate. 

Description Estimate [1] Actual [2] Variance Explanation 

Development and Soft Costs     

   […]     

Engineering / Design     

   […]     

Containerized Boiler Plant     

   […]     

Distributed Piping System (DPS)     

   […]     

Energy Transfer Stations (ETS)     

   […]     

Legal Costs     

   […]     

CPCN & Regulatory     

   […]     

AFUDC     

   […]     

Fees / Overhead     

   […]     

PST     

   […]     

Contingency     

   […]     
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Phase 1 Subtotal     
[1] Subtotal should agree to estimate from the 1480 Howe Street TES Steam A Application  
[2] Actual costs should be representative of the amount(s) included in the capital and development costs of the 
Permanent Heating Rates Application. Where it differs, please explain.   

 
On page 2 of the SoDo Heating CPCN Decision, it states that Phase 2 involved the “install [of] additional 
infrastructure and equipment to provide DHW [Domestic Hot Water] to Buildings 1 and 2 as well as the 
necessary infrastructure and equipment to provide heating services to Buildings 3 and 4.”  
 
On page 9 of the SoDo Heating CPCN Decision it states the “total capital cost of the NES is an estimated 
$3,393,000, with approximately $778,000 allocated to Phase 2 NES.” [Emphasis added] In addition, 
Table 12 on page 10 provides the following breakdown of the total estimated capital and development 
costs by phase and by year.  

 
21.2 In the following format please provide a complete breakdown of the final costs of the Phase 2 

NES, with a comparison of these costs to the estimates provided in the SoDo Heating CPCN 
Application. Please explain any variances greater than 10 percent between estimate and actual. 
If any costs have been allocated to a new or different category, please clearly identify these 
costs and explain why they were re-categorized. 

21.2.1 Please provide the breakdown in the same level of detail to that provided in Exhibit B-2-
1 in response to Confidential BCUC IR 1.1 of the SoDo Heating CPCN Application. Please 
provide a public and redacted version as appropriate. 

 

Description Estimate [1] Actual [2] Variance Explanation 

Development and Soft Costs     

   […]     

Engineering / Design     

   […]     

Containerized Boiler Plant     

   […]     

Distributed Piping System (DPS)     

   […]     

Energy Transfer Stations (ETS)     

   […]     
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Legal Costs     

   […]     

CPCN & Regulatory     

   […]     

AFUDC     

   […]     

Fees / Overhead     

   […]     

PST     

   […]     

Contingency     

   […]     

Phase 2 Subtotal     

Total of Phase 1 and Phase 2     
[1] Subtotal should agree to estimate from the SoDo Heating CPCN Application. 
[2] Actual costs should be representative of the amount(s) included in the capital and development costs of the 
Permanent Heating Rates Application. Where it differs, please explain.   

 
On page 5 of the Final Cost Report in Appendix A to the Permanent Heating Rates Application, it states:  

In alignment with the process improvements and to support the preparation of this Final 
Cost Report, Creative Energy pulled the details of its general ledger for every invoice 
coded to the South Downtown Heating TES and reviewed them based on the vendor 
and service provided. One benefit of this detailed review is that Creative Energy has 
been able to refine the classification of certain costs between a few categories; for 
example, there were some legal costs and consulting costs that were categorized to 
CPCN development instead of to general development costs. [Emphasis added] 

21.3 Please provide a breakdown of legal and consulting costs that were moved from CPCN 
development to general development and include a description of each expenditure.  

21.3.1 Please explain why the costs were re-categorized and whether this changed the 
accounting treatment of the costs.   

 Reference: CAPITAL AND DEVELOPMENT COSTS  
Exhibit B-5, Appendix A, pp. 1 and 12, Table 1; SoDo Heating CPCN Decision, Section 
5.0, p. 31 
Heating TES – Final Cost Report – Costs to complete 

Page 31 of the SoDo Heating CPCN Decision directed Creative Energy to file the following:  

…file a Final Report within six months following the completion of the Phase 2 NES. The 
Final Report is to include a complete breakdown of the final costs of both the Phase 1 
NES and the Phase 2 NES, a comparison of these costs to the estimates provided in the 
1480 Howe Street TES Stream A application and this Application, and provide an 
explanation of all material cost variances [Emphasis added] 
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Table 1 of Appendix A to the Permanent Heating Rates Application, listed below, is a summary of the 
final cost of the Heating TES.  

 
22.1 Please confirm, or otherwise explain, that the costs provided in the above table are expressed in 

2020 dollars. 

On page 12 of Appendix A, Creative Energy states:  

…of the $136,000 project closeout cost, $100,000 is an estimate of the Road Restoration 
costs that will be charged to the project by the City of Vancouver at the time that they 
re-pave Pacific Boulevard. The City previously indicated that this would happen in 2021, 
following completion of a utility servicing a number of new developments in the area.  

The remaining $36,000 in project closeout costs are minor items outstanding in the 
mechanical and electrical work to connect B3 and B4.  

22.2 Please confirm, or otherwise explain, that the development and construction of the Phase 2 NES 
is now complete.  

22.2.1 If confirmed, please explain why the final cost includes a “To Complete” column.  

22.2.2 If not confirmed, please explain why Creative Energy filed the final cost report prior to 
completion.  

22.3 Please provide a breakdown for each of the above-mentioned cost categories of the remaining 
work to be completed. Specify the associated cost and expected completion date.   

22.4 Please clarify if there is an upper cap on the capital and development cost. If yes, please specify 
the cap amount.   

22.5 Under a scenario where the current costs to complete either exceed or fall short of the 
estimate, please explain whether the variance will be recovered from or refunded to customers.  
If so, please discuss the regulatory process Creative Energy intends to take to revise the capital 
and development costs.   

22.6 Please explain whether the general contractor or Creative Energy have any performance 
incentives to reduce or keep capital and development costs low.  

22.6.1 If yes, please discuss the performance incentives.  

22.6.2 If not, please explain why not.    
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 Reference: CAPITAL AND DEVELOPMENT COSTS  
Exhibit B-5, Appendix A, Section 3.2, pp. 12–13  
Heating TES – Final Cost Report – Allowance of funds used during construction  

On pages 12 and 13 of the Final Cost Report in Appendix A to the Permanent Heating Rates Application, 
Creative Energy states:  

Allowance for Funds Used During Construction (AFUDC) is recorded using Creative 
Energy’s Weighted Average Cost of Capital (WACC), which is 6.34%.  

[…] 

AFUDC has been calculated on the actual costs incurred for Phase 1 and Phase 2 costs 
starting in 2015 and ending in October 2019 (the amount of $3,298,227 reported in 
Table 6 below).  

23.1 Please provide the date Creative Energy commenced work on the Heating TES and the date the 
Heating TES went into service.  

23.1.1 Please confirm, or otherwise explain, that AFUDC was only applied when the Heating 
TES was under construction.  

23.2 Please confirm or otherwise explain that the construction of the Heating TES was financed under 
Creative Energy’s allowed capital structure approved in the BCUC’s last Generic Cost of Capital 
proceeding.  

 Reference: CAPITAL AND DEVELOPMENT COSTS 
Exhibit B-2, BCUC IR 8.3; Exhibit B-5, Section 4.1, p. 8, Table 2; VHD District Cooling 
System Rates Application, Exhibit B-6, Section 2.1, p. 6, Table 2; Accounting Standards 
for Private Enterprises 3601 
Accounting treatment of development costs for Heating and Cooling Services 

In response to BCUC IR 8.3, Creative Energy states it “prepares its financial statements in accordance 
with Canadian Accounting Standards for Private Enterprises (ASPE).” 
 
ASPE 3061.11 states that:  

The cost of an item of property, plant and equipment that is acquired, constructed, or 
developed over time includes carrying costs directly attributable to the acquisition, 
construction, or development activity [Emphasis added] 

24.1 Please identify the relevant factors from Creative Energy’s perspective that should be 
considered in determining the cost of property plant and equipment in accordance with ASPE. 

24.2 In measuring the initial cost of property, plant and equipment, please discuss if Creative Energy 
applies the same accounting treatment for regulatory accounting purpose, as compared to 
financial reporting.   

24.2.1 If a different treatment is applied, please explain why and describe the differences.  
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In Table 2 on page 8 of the Permanent Heating Rates Application, Creative Energy provides the following 
summary of the capital and development costs:  

 
24.3 Please provide a breakdown of the Development and Soft Costs, Legal, and CPCN & Regulatory 

costs by activity and clarify how each activity is directly attributable to the construction of the 
Heating TES. Include the associated costs for each activity.  

24.4 Please provide the carrying costs on the amortization of the Development and Soft Costs, Legal 
and CPCN & Regulatory costs over a 30 year period.  

In Table 2 on page 6 of the VHD District Cooling System (DCS) Rates Application (Cooling Rates 
Application), Creative Energy provides the following summary of the capital and development costs:  

24.5 Please provide a breakdown of the Project Management, Legal services and Regulatory costs by 
activity, and clarify how each activity is directly attributable to the acquisition of the DCS. 
Include the associated costs for each activity.  

24.6 Please provide the carrying costs on the amortization of the Project Management, Legal services 
and Regulatory costs over a 30 year period. Please provide calculations.  

24.7 Please explain why a 30 year amortization period is considered reasonable for these specified 
costs in the Permanent Heating Rates Application and the Cooling Rates Application.  

24.7.1 Please discuss whether Creative Energy considered amortizing these costs, or a portion 
of these costs, over shorter time period. If yes, please specify the time periods 
considered and why they were ultimately rejected. If not, please explain why not.  

24.8 Please provide a breakdown for each of the above-mentioned cost categories of the remaining 
work to be completed on the DCS. Specify the associated cost and expected completion date. 
Explain whether variances between forecast and actual will be recovered from or refunded to 
customers.   
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 Reference: CAPITAL AND DEVELOPMENT COSTS 
Cooling Rates Application, Exhibit B-6, , Section 2.1, p. 6, Table 2; 
Creative Energy Application for a CPCN to Acquire and Operate a TES for Cooling at the 
Vancouver House (SoDo Cooling CPCN Application), Exhibit B-1, Section 4.1, p. 15; 
Exhibit B-7, Commercial Energy Consumers Association of British Columbia IR 10.3 
DCS – Capital and development costs  

On page 6 of the Cooling Rates Application, Creative Energy provides Table 2, which outlines the total 
capital and development costs of the DCS that are to be recovered through rates: 

 

On page 15 of the SoDo Cooling CPCN Application, Creative Energy stated the development costs 
comprised “design review, application and commissioning services,” totalling $46,532. 
 
In response to the Commercial Energy Consumers Association of British Columbia’s IR 10.3 in the SoDo 
Cooling CPCN Application, Creative Energy corrected the categorization of the development costs and 
provided a breakdown of the design review, application and commissioning services costs: 

 

25.1 Please reconcile the cost categories for development costs provided in the SoDo Cooling CPCN 
Application and the Cooling Rates Application. If any costs have been allocated to a new or 
different category, please clearly identify these costs and explain why they were re-categorized. 

25.1.1 Please explain whether ‘Project Management’ is the same as ‘Internal Management.’ 

25.2 In the SoDo Cooling CPCN Application the total development costs were estimated to be 
$105,000. In the Cooling Rates Application, the total development costs are $171,614. Please 
explain the variances in cost for each category.  

On page 7 of the Cooling Rates Application, Creative Energy states: 

Design Review and Commissioning 

A third-party engineering consultant, Kerr Wood Leidel Consulting Engineers (KWL) 
conducted a peer review of system design as well as follow-up inspection work to 
confirm the technical suitability of the constructed plant. [Emphasis retained]  

25.3 Please discuss the results of the peer review conducted by Kerr Wood Leidel. In your response 
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please detail any issues identified, whether these issues what been resolved and the party 
responsible for any associated costs.  

 Reference: CAPITAL AND DEVELOPMENT COSTS  
Exhibit B-6, Section 2.1, pp. 6–8, Table 2; Exhibit B-10, pp. 1–2; Order G-225-20, dated 
August 31, 2020; SoDo Cooling CPCN Application, Exhibit B-1, Section 1.1, p. 2 
DCS - completion of the transaction to acquire the DCS 

Creative Energy provides a summary of the total capital and development costs of the DCS to be 
recovered through rates in Table 2 on page 6 of the Cooling Rates Application which includes a purchase 
price for the DCS of $2.53 million. On page 7 of the Cooling Rates Application, Creative Energy states:  

The DCS purchase price is the amount set out in the Construction and Purchase 
Agreement, which was reviewed in the proceeding established in respect of the 
Vancouver House DCS CPCN Application, approved by Order C-2-20. 

26.1 Please provide a copy of the Construction and Purchase Agreement including any amendments.  
Please respond confidentially as appropriate.  

On page 8 of the Cooling Rates Application, Creative Energy states:  

While recovery of plant-in-service costs are based on Creative Energy’s purchase price, 
maintenance is forecast based on the Developer’s total actual costs to construct and 
develop the DCS ($2,978,683), which is greater than the purchase price. 

On page 2 of the SoDo Cooling CPCN Application, Creative Energy stated:  

The Purchase Agreement caps the purchase price for the DCS at the Developer's actual 
cost of constructing the DCS but in any case no more than $2.2 million + 15 percent, for 
a total of $2.53 million. The Developer has assumed the risk of any construction costs 
over and above the purchase price. The Developer's costs of constructing the DCS are in 
excess of $2.53 million. 

26.2 Please confirm, or otherwise explain, that the Developer continues to assume the risk of any 
construction costs over and above the DCS purchase price.  

26.2.1 Please discuss whether Creative Energy is required to compensate the Developer for any 
construction costs in excess the DCS purchase price.  

26.2.2 Please confirm whether Creative Energy received or is expected to receive any 
contributions, grants or other funding for the acquisition and operation of the DCS.  

26.2.3 Please confirm, or otherwise explain, that construction costs in excess of the $2.53 
million purchase price will not be recovered from customers through rates. If not 
confirmed, please provide the amount to be recovered from customers and explain 
why.  

By letter dated October 30, 2020 and in compliance with Directive 2 of Order G-252-20, Creative Energy 
states:  

…the developer is addressing the following remaining deficiencies: 

• Guardrails and bird netting on top of the cooling towers are not yet installed; 

• The energy meters in Buildings 1 and 2 are not operational; 

• The energy meters in Buildings 3 and 4 are not fully installed and testing and 
operation have not been confirmed; and 
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• The automation and remote monitoring system is not fully operational (some 
deficiencies remain). 

Creative Energy and the developer are deferring completion of the Transaction until 
these matters are resolved. The developer has been providing weekly progress updates 
to Creative Energy and it is intent on resolving these deficiencies as soon as possible to 
our satisfaction. 

[…] 

Given the uncertainty around the installation and operation of the energy meters and 
whether any meter(s) will need replacement, we are not able to provide the expected 
date for completing the Transaction at this time. If the Transaction does not complete 
by the end of November, we propose to update the Commission once more at that 
time.  

[Emphasis added] 

26.3 Please provide the actual costs incurred to date and forecast costs for the work to address the 
deficiencies. Breakdown the costs by activity.  

26.4 Please confirm, or otherwise explain, that Creative Energy is not responsible for the costs to 
address deficiencies.  

26.4.1 If not confirmed, please provide a breakdown of the costs allocated to Creative Energy 
and explain the methodology for allocating costs to Creative Energy.  

26.4.2 If not confirmed, please explain if the costs will be recovered through the customers 
cooling rates. If yes, please revise the financial model as appropriate.  

26.5 In consideration of the work required to address the deficiencies, please explain whether the 
forecast maintenance costs have changed from that proposed in the Cooling Rates Application.  
If yes, please provide the updated maintenance costs, and revise the financial model as 
appropriate.  

26.6 Please confirm, or otherwise explain, that Creative Energy will have adequate time to inspect 
the DCS to ensure the work is completed to Creative Energy’s satisfaction and to identify any 
remaining defect that may impact the functionality, operation or cost-effectiveness of the DCS.  

By Order G-225-20, the BCUC approved the capacity charge and variable charge as set out in Appendix 
B-1 of the Cooling Rates Application, on an interim and refundable basis, effective the date Creative 
Energy completes the transaction to acquire the DCS from the owner of the VHD (the developer) and 
begins providing cooling service as per the terms of the Construction and Purchase Agreement, and 
subject to further order of the BCUC.  

26.7 Please discuss the risks Creative Energy has identified in the delay to completing the transaction 
to acquire the DCS from the developer. Please provide the mitigation measures identified to 
address these risks. 

26.8 Under a scenario where the transaction to acquire the DCS from the developer completes after 
the evidentiary record for this proceeding closes, please discuss the regulatory efficiencies for 
Creative Energy to continue to seek approval of cooling rates on a permanent basis.   
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C. OPERATIONS AND MAINTENANCE COSTS 

 Reference: OPERATIONS AND MAINTENANCE COSTS 
Interim Heating Rates Application, Exhibit B-1, Section 4.1, p. 5, Table 2; Exhibit B-5, 
Section 4.2, p. 8, Table 3, Heating Rates Model (Attachment to Exhibit B-5), Summary 
Tables Tab; Exhibit B-6, Section 2.2, p. 8, Table 3, DCS Rates Model (Attachment to 
Exhibit B-6), Project Inputs Tab 
Insurance  

Table 2 on page 5 of Interim Heating Rates Application, Creative Energy provides the following table: 
 

 
 
Table 3 on page 8 of the Permanent Heating Rates Application, Creative Energy provides the following 
table: 
 

 
 
27.1 Please explain why the insurance assumptions in the Interim Heating Rates Application (outlined 

in blue) do not agree with the Permanent Heating Rates Application (outlined in orange).  

The Heating Rates Model (filed as an attachment to Exhibit B-5 in the Permanent Heating Rates 
Application) includes the following insurance expense assumptions: 

 

 
 

27.2 Please explain why the insurance assumptions in the Heating Rates Model do not agree with the 
assumptions provided in the Permanent Heating Rates Application. Please revise the Heating 
Rates Model or Table 3 in the Permanent Heating Rates Application as appropriate.   

Table 3, on page 8 of the Cooling Rates Application, Creative Energy provides the following table: 
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DCS Rates Model (filed as an attachment to Exhibit B-6 in the Cooling Rates Application) includes the 
following insurance expense assumptions: 
 

 
 

27.3 Please explain why the insurance assumptions in the DCS Rates Model does not agree with the 
assumptions provided in the Cooling Rates Application. Please revise the DCS Rates Model or 
Table 3 in the Cooling Rates Application as appropriate. 

27.4 Please explain why the insurance assumptions in the Heating Rates Model do not agree with the 
assumptions in the DCS Rates Model. Please revise the Heating Rates Model or DCS Rates Model 
as appropriate.  

On page 9 of the Cooling Rates Application, Creative Energy states: 

The cooling assets are not yet insured and the rates used to estimate insurance costs 
are the actual rates being charged for the Vancouver House Heating TES assets: 0.29% 
for property and 0.02% for boiler and machinery insurance. 

27.5 Please provide the start date Creative Energy used to estimate the insurance costs for test year 
2020. 

27.6 Please specify whether this date continues to be the target date Creative Energy intends to 
insure the DCS assets. If not, please provide the revised target date. If the target date differs 
from when Creative Energy expects to complete the transaction to acquire the DCS from the 
owner of VHD, please explain why.  

27.7 Please explain whether the forecast for other O&M costs or variable fuel costs (i.e. electricity 
and water costs) may be impacted by the transaction date to acquire the DCS from the owner of 
the VHD. If so, please specify the costs.   

27.8 Please discuss whether Creative Energy intends to revise the DCS Rates Model to reflect the 
forecast insurance costs, and any other forecast cost as applicable, based on the actual date the 
costs are to be incurred. If not, please explain why not and comment on the risk, if any, to the 
customers. 
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 Reference: OPERATIONS AND MAINTENANCE COSTS 
Exhibit B-5, Section 4.2, p. 10; Exhibit B-6, Section 2.2, pp. 9–10; Creative Energy 2019-
2020 Revenue Requirements Application (RRA) for the Core Steam System and 
Northeast False Creek (NEFC) Service Areas (2020-2021 RRA), Order G-227-20 and 
accompanying Decision (2019-2020 RRA Decision), Section 3.1, p. 25 
Administration costs 

Note 4 on page 10 of the Permanent Heating Rates Application states: 

Interim rates were set under prior modelling of a 2-factor Massachusetts Formula that 
Creative Energy initially brought forward for approval in its 2019-2020 RRA for the Core 
Steam system. That requested approval was amended based on the evidence in that 
proceeding and a decision is still pending. Thus, the reported amounts have been 
updated based on the still current approved formula and this change has the effect of 
increasing the allocation of costs to the Heating TES. The reported amounts are 
directionally correct but ultimately indicative subject to approval the 2019-2020 RRA, 
including in respect of modifications to the Massachusetts Formula being considered in 
that application. Creative Energy proposes to provide an evidentiary update on allocable 
amounts in response to IRs in this proceeding as necessary. 

Note 4 on pages 9–10 of the Cooling Rates Application states: 

The reported amounts are directionally correct but ultimately indicative subject to 
approval of Creative Energy’s 2019-2020 RRA, including in respect of modifications to 
the Massachusetts Formula being considered in that application. Creative Energy would 
propose to provide an evidentiary update on allocable amounts in response to IRs in this 
proceeding as necessary. 

On page 25 of the 2019-2020 RRA Decision the BCUC denied Creative Energy’s request for a two-factor 
Massachusetts Formula and approved the use of a three-factor Massachusetts Formula, beginning in 
2020.  
 
28.1 Given the BCUC’s direction to use a three-factor Massachusetts Formula, please provide an 

evidentiary update on allocable amounts for the Permanent Heating Rates Application and the 
Cooling Rates Application. 

28.1.1 Please provide the dollar and percentage rate impact of this adjustment to the 
Permanent Heating Rates Application and Cooling Rates Application.  

28.1.1.1 Please provide an updated Heating Rates Model and DCS Rates Model, as 
necessary. 

 Reference: OPERATIONS AND MAINTENANCE COSTS 
Exhibit B-5, Section 4.2, p. 9; Exhibit B-6, Section 2.2, p. 9; Creative Energy Mount 
Pleasant Limited Partnership (CEMP) Application for a CPCN to Acquire, Operate and 
Expand a TES for Cooling in the Main Alley Development (Main Alley CPCN 
Application), Exhibit B-5, BCUC IR 48.1 
Operators 

Page 9 of the Permanent Heating Rates Application, Creative Energy states: 

Operator 

The TES requires a part time operator, estimated at 25 percent of a full-time equivalent 
position and based on the responsibilities summarized in the response to BCUC IR 1 7.4 
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(Exhibit B-2) and at Appendix D of the Vancouver House DCS Rates Application. 

Page 9 of Cooling Rates Application, Creative Energy states: 

Operator 

The DCS requires a part time operator, estimated at 20 percent of a full-time equivalent 
position and based on the responsibilities summarized in Appendix D. 

In response to BCUC IR 48.1 from the Main Alley CPCN Application, Creative Energy stated, “[s]taffing 
requirements are determined by the Provincial Safety Manager of Technical Safety BC.”  
 
29.1 Please explain how 25 percent and 20 percent of a full-time equivalent were determined as the 

necessary staffing requirements for the Heating TES and Cooling DCS for the VHD. 

29.2 Please confirm, or otherwise explain, whether Technical Safety BC prescribes staffing 
requirements for the Heating TES and DCS at the VHD.   

29.2.1 If confirmed, please provide the applicable requirements and specify whether Creative 
Energy has received approval of the proposed staffing levels for the Heating TES and 
DCS from the Provincial Safety Manager of Technical Safety BC.   

29.3 Please discuss if there are any other local, provincial or federal requirements that apply. If yes, 
please explain whether Creative Energy proposed staffing level meet these requirements.      

29.4 Please confirm, or otherwise explain, whether there is a requirement for 24-hour supervision of 
the Heating TES and DCS.  

29.4.1 If confirmed, please explain how this is accomplished when the operators are part time. 

29.4.2 If not confirmed, please explain how incidents that may occur when an operator is not 
on duty will be addressed. 

 Reference: OPERATIONS AND MAINTENANCE COSTS 
Exhibit B-5, Section 4.2, p. 9; Exhibit B-6, Section 2.2, p. 10 
Financing fees 

Page 9 of the Permanent Heating Rates Application, Creative Energy states: 

Financing Fees 

The reported amounts are the annual refinancing fees of 30 basis points on the credit 
facilities consistent with the TD and HSBC term sheet and allocated pro rata to the 
Heating TES on the basis of deemed debt. 

Page 10 of Cooling Rates Application, Creative Energy states: 

Financing Fees 

The reported amounts are the annual refinancing fees of 30 basis points on the credit 
facilities consistent with HSBC term sheet and allocated pro rata to the DCS on the basis 
of deemed debt. 

30.1 Please discuss why recovering the refinancing fees, on the basis of deemed debt, is appropriate. 
Please include in the discussion why the refinancing fees were not included in the overall debt 
cost to be recovered. 

30.2 Please provide the dollar amount and rate impact for each the Cooling Rates and Permanent 
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Heating Rates Applications if refinancing fees are allocated using the approved three-factor 
Massachusetts Formula.  

 
D. VARIABLE COSTS 

 Reference: VARIABLE COSTS  
Exhibit B-6, Section 2.3, p. 10 
DCS – water costs 

On page 10 of the Cooling Rates Application, Creative Energy states that “the total annual revenue 
requirements of the DCS reflect indicative estimates of electricity and water costs based on the 
estimated demand for cooling energy and the applicable rates for electricity and water.” 
 
31.1 Please confirm, or otherwise explain, that the water consumption of the DCS is separately 

metered.  

31.2 Please explain the methodology for forecasting water costs over the contract term. Include in 
the discussion how the monthly base amounts are derived as well as any inflationary factors in 
the forecast.  

 Reference: VARIABLE COSTS 
Exhibit B-1, Appendix 1, p. 7; Exhibit B-2, BCUC IR 1.2; Exhibit B-5, Appendix D, Section 
B, Subsection 4.4, p. 7; Heating TES Extension Application, Exhibit B-3, Section 3.3.2, p. 
5 
Diversity factor  

On page 5 of Exhibit B-3 in the Heating TES Extension Application, Creative Energy states: 

An assumed diversity factor of 85 percent results in excess capacity being available at 
the boiler plant, which is considered conservative based on the mix of commercial and 
residential floor area connected to the South Downtown network. 

32.1 Please confirm, or otherwise explain, whether the diversity factor assumed in both the Heating 
Permanent Rate Application and the Heating TES Extension Application is 85 percent.  

32.1.1 If not confirmed, please provide the diversity factor(s) used. 

32.2 Please provide the diversity factor assumed in the Heating Rates Model (filed as an attachment 
to Exhibit B-5 in the Permanent Heating Rates Application). 

32.2.1 If the diversity factor assumed in the Heating Rates Model is different to the diversity 
factor identified in BCUC IR 32.1 or 32.1.1, please update the Heating Rates Model, and 
provide in a working excel model with all formulae in-tact.  

On page 5 of Exhibit B-3 in the Heating TES Extension Application, Creative Energy states: 

In the unlikely event that system diversity is less than expected, Creative Energy has a 
number of options to reduce or manage peak demand. The starting point would be to 
tune the controls system to spread out the peaks. This can be achieved by adjusting the 
setbacks at each building so that the ‘warming up’ of the buildings in the mornings 
occurs at slightly different time, and the domestic hot water tanks temperatures can be 
lifted on a predictive fashion immediately before the morning demand spike. Equally, 
the primary hot water temperatures (in the buried piping) can be increased in the hour 
before peak demand.  
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32.3 Please provide a comparison of the variable costs included in the Heating Rates Model (filed as 
an attachment to Exhibit B-5 in the Permanent Heating Rates Application) and the variable rates 
if Creative Energy was to tune the control systems to spread out the peaks. Please detail all 
assumptions. 

32.4 Please provide a comparison of the variable costs provided in the Heating Rates Model (filed as 
an attachment to Exhibit B-5 in the Permanent Heating Rates Application) and the variable rates 
if Creative Energy was to increase the primary hot water temperature in the buried piping. 
Please detail all assumptions. 

In response to BCUC IR 1.2 in the Interim Heating Rates Application (Exhibit B-2), Creative Energy states: 

The proposed variable charge is a flow-through of actual fuel costs so rate increases will 
be externally determined from time to time through Commission approval of the 
applicable BC Hydro and FEI rates. [Emphasis added] 

32.5 Please confirm that Creative Energy may be able to internally impact fuel costs through its 
operation of the system (i.e. by increasing the primary hot water temperature). 

32.5.1 If so, please discuss whether fuel costs should be considered non-controllable and 
therefore should flow-through to customers. 

Subsection 4.4 of the Customer Service Agreement (CSA), filed as Appendix D to the Permanent Heating 
Rates Application, states: 

If the maximum Thermal Energy demand exceeds the Design Capacity, the Utility may, 
subject to BCUC approval, assess additional fees and charges to the Customer for usage 
exceeding such limits as approved by the BCUC, provided that if usage exceeds such 
limits, the Utility reserves the right to temporarily suspend or limit the Energy Services 
to reduce the load on the Neighbourhood Energy System.  

32.6 Please confirm, or otherwise explain, whether the Design Capacity for each building is the same 
as the ‘Building Peak Design Demand’ provided on page 5 of Exhibit B-3 in the Heating TES 
Extension Application (and as referenced in the preamble above). 

32.6.1 If not confirmed, please explain how the Design Capacity for each building is 
determined. 

32.7 Please provide the fees and charges that will be applied to the Customer, if the Customer’s 
thermal energy demand exceeds the Design Capacity. 

32.7.1 Is Creative Energy seeking approval of these fees and charges as part of the Permanent 
Heating Rates Application? 

 
E. REVENUE REQUIREMENT  

 Reference: REVENUE REQUIREMENT  
Exhibit B-5, Section 4.4, p. 11; Exhibit B-6, Section 1.1, p. 4 
Regulatory Cost Variance Deferral Account 

On page 11 of the Permanent Heating Rates Application and on page 4 of the Cooling Rates Application, 
Creative Energy states:  

Creative Energy therefore seeks approval of a Regulatory Cost Variance Deferral 
Account (RCVDA) to record the difference between the regulatory cost forecast 
provided in this Application and the final actual costs when so determined. Creative 
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Energy does not expect there to be significant regulatory costs and any variances will be 
administratively simple to recover or credit through a rate rider applied to each building 
customer on a $/MWh basis (i.e. using the same allocation method as for the Variable 
Charge… 

33.1 Please provide a breakdown of the forecast costs Creative Energy intends to record in the 
proposed deferral account for the Permanent Heating Rates Application and the Cooling Rates 
Application (internal regulatory costs, Participant Assistance/Cost Award, BCUC Levy).   

33.2 Please discuss to what extent each of the categories of regulatory costs are outside 
management’s control.  

33.3 Please explain why the proposed mechanism of recovery is appropriate. Include a discussion on 
the pros and cons of using a rate rider applied to each customer on a $/MWh basis to recover or 
refund the variance.   

33.3.1 Please discuss any alternatives to the proposed deferral account treatment considered 
by Creative Energy, the pros and cons of each, and why these were ultimately rejected.  

33.3.2 Please discuss how variation in both seasonal demand and customer use may impact 
the recovery or credit of the proposed rate riders. Please discuss separately for the 
Permanent Heating Rates Application and Cooling Rates Application.   

33.3.3 Assuming the deferral account is approved and a variance of $25,000 is recorded, please 
calculate the rate rider for a typical summer and winter month. Please detail all 
assumptions and provide supporting calculations.  

33.4 Please explain whether the approach to use rate rider applied to each building customer on a 
$/MWh basis exposes any one customer group (i.e. strata corporation or the developer) to 
disproportionate incremental costs relative to the other.  

33.5 Please clarify when Creative Energy intends to commence applying the rate rider for each 
application, and the proposed term of the deferral account. Please explain why the proposed 
term is considered reasonable and whether it has an impact on intergenerational equity.  

33.5.1 As part of the above response, please explain whether Creative Energy considered 
alternative terms and why these alternatives were ultimately rejected.  

33.6 Please explain the methodology Creative Energy intends to apply to allocate the forecast and 
actual regulatory costs between the Heating TES and the DCS.   

33.7 Please specify the carrying cost on the RCVDA deferral account and discuss why it is considered 
reasonable.     

 Reference: REVENUE REQUIREMENT  
Exhibit B-5, Section 4.4, p. 12; Exhibit B-6, Section 2.4, p. 12.  
Return on capital 

On page 12 of the Permanent Heating Rates Application and page 12 of the Cooling Rates Application, 
Creative Energy states:  

Projected financing costs reflect a deemed capital structure of 57.5 percent debt and 
42.5 percent equity and an equity risk premium of 75 basis points above the low-risk 
benchmark. The corresponding allowed return on equity (ROE) is 9.5 percent and 
Creative Energy estimates that an overall cost of debt of 4.0% is reasonable at this time 
and consistent with the current average debt rate in effect under rate approvals for 
Creative Energy’s Core steam system. 
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Creative Energy submits that it is reasonable to use the default deemed capital structure 
and ROE consistent with the Commission’s direction as set through the Generic Cost of 
Capital (GCOC) Stage 2 Decision of a default equity thickness of 42.5 percent and an 
equity risk premium of 75 basis points for regulated thermal energy systems.  

[Emphasis retained] 

34.1 Please explain whether Creative Energy has assessed the capital structure, equity risk premium 
and cost of debt from the perspective of the entire utility or based solely on the Heating TES and 
DCS, respectively.  

34.2 Please explain whether the Heating TES and DCS are considered to be more or less risky than the 
average TES.   

34.3 In the BCUC’s GCOC Phase 2 Decision, the BCUC stated that “the default debt component of the 
capital structure is set to track a benchmark credit spread that reflects BBB or BBB (low) rated 
debt relative to the 10 year Government of Canada bond yield.” Please provide Creative 
Energy’s methodology for calculating the overall cost of debt of 4.0 percent. Provide Creative 
Energy’s forecast borrowing rates for short-term and long-term debt and the proportion of 
each. 

 
F. PROPOSED RATE DESIGN: LEVELIZATION AND REVENUE DEFICIENCY DEFERRAL ACCOUNT 

 Reference: REQUEST FOR APPROVAL 
Exhibit B-5, Section 2, p. 2; Exhibit B-2, BCUC IR 1.1 
Annual additions to the Revenue Deficiency Deferral Account 

On page 2 of its Permanent Heating Rates Application, Creative Energy seeks approval of a Revenue 
Deficiency Deferral Account (RDDA) to “record annual revenue deficiencies or surpluses resulting from 
the difference between annual revenue at the approved rates and the annual cost of service” and that 
“the account balance would be reduced to zero within the 30-year term over which rates are forecast.” 
[Emphasis added] 
 
35.1 Please clarify whether Creative Energy is proposing to record in the RDDA annual revenue 

deficiencies or surpluses resulting from the difference between annual revenue at the approved 
rates and its forecast or actual cost of service for the Heating TES and the DCS. 

In response to BCUC IR 1.1, Creative Energy states that “Creative Energy proposes an RDDA as a rate 
smoothing mechanism but has not put forward any deferral mechanisms for capturing variances 
between the actual and forecast operating and maintenance costs to be recovered through the fixed 
charge.” 
 
35.2 Please explain the accounting treatment Creative Energy plans to use to record variances 

between actual and forecast operating and maintenance costs of the Heating TES and the DCS. 
Please also clarify who Creative Energy is planning to recover those variances from. 

In response to BCUC IR 1.1, Creative Energy states that: 

…[it] has not proposed any variance deferral mechanisms for the operating costs that 
are within its control” but it also states that “the risk of variances between actual and 
forecast controllable costs is shared between the utility and ratepayers under the 
approved rates put in place for a given RDDA balance. [Emphasis added] 
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35.3 Using a numerical example, please discuss how, in practice, the risk of variances between actual 
and forecast controllable costs is shared between the utility and the customers of the Heating 
TES and DCS. If actual controllable costs turn out to be higher or lower than forecast, what 
percentage share would be borne by the utility versus the customers and why? 

 Reference: REQUEST FOR PROPOSAL 
Exhibit B-1, Section 6.1, p. 12; Transcript Volume 1, p. 31, lines 9-18 in Corix’ Burnaby 
Mountain District Energy Utility 2020-2023 Revenue Requirements and Rates 
Application1; Order C-7-11 and Accompanying Decision; Order C-14-11 and 
Accompanying Decision; Order C-11-14 and Accompanying Decision; Order C-12-15 
and Accompanying Decision; Order G-18-16A; BCUC TES Regulatory Framework 
Guidelines (TES Guidelines), Section 2.4.3, p. 22 
30-year levelization period 

In the following table, staff provides the approximate development build-out period and length of time 
over which rates are levelized and an RDDA is recovered for the following BCUC-approved District 
Energy Utilities (DEU): 
 

District Energy Utility Expected development 
build-out period 

Levelization period Reference 

Corix UniverCity NUS 
(2011) 

~ 10 years now delayed 
to ~14 years 

20 years later reduced 
to 15 years 

Order C-7-11 and 
accompanying 
Decision2 
Order G-48-16A3 

River District DEU 
(2011) 

~ 23 years 20 years Order C-14-11 and 
accompanying 
Decision4 

Corix UBC NDES (2014) ~ 8 years 20 years Order C-11-14 and 
accompanying 
Decision5 

Creative Energy NEFC 
(2016) 

~ 8 years 15 years Order C-12-15 and 
accompanying 
Decision6 

 
In respect of its Burnaby Mountain District Energy Utility 2020-2023 Revenue Requirement and Rates 
Application, Corix states: 

So with levelized rates we use a deferral account. So essentially levelized rates 
recognizes that -- they're used primarily for greenfield utilities where the customer base 
isn't quite builtout as of yet, so you're starting with one or two buildings but a plant, a 
full -- well, in this case, stage sized plants, but there is still significant capital costs in the 
initial phase. So the idea is to levelize or to essentially spread out the recovery of all 
those costs over a certain time period. 

 
1 https://www.bcuc.com/Documents/Transcripts/2020/DOC_59445_2020-10-13-TranscriptVolume1-Revised-Workshop.pdf  
2 https://www.bcuc.com/Documents/Arguments/2011/DOC_27633_Corix-UniverCity-NUS-CPCN-WEB.pdf  
3 https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/143408/index.do  
4 https://www.bcuc.com/Documents/Proceedings/2011/DOC_29396_12-19-2011-RiverDistrictEnergy-CPCN-Decision-
WEB.pdf  
5 https://www.bcuc.com/Documents/Proceedings/2014/DOC_42779_12-12-2014_Corix_Decision.pdf  
6 https://www.bcuc.com/Documents/Proceedings/2015/DOC_45224_12-08-2015_CreativeEnergy_NES-NEFC-
CPCN_Decision.pdf  

https://www.bcuc.com/Documents/Transcripts/2020/DOC_59445_2020-10-13-TranscriptVolume1-Revised-Workshop.pdf
https://www.bcuc.com/Documents/Arguments/2011/DOC_27633_Corix-UniverCity-NUS-CPCN-WEB.pdf
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/143408/index.do
https://www.bcuc.com/Documents/Proceedings/2011/DOC_29396_12-19-2011-RiverDistrictEnergy-CPCN-Decision-WEB.pdf
https://www.bcuc.com/Documents/Proceedings/2011/DOC_29396_12-19-2011-RiverDistrictEnergy-CPCN-Decision-WEB.pdf
https://www.bcuc.com/Documents/Proceedings/2014/DOC_42779_12-12-2014_Corix_Decision.pdf
https://www.bcuc.com/Documents/Proceedings/2015/DOC_45224_12-08-2015_CreativeEnergy_NES-NEFC-CPCN_Decision.pdf
https://www.bcuc.com/Documents/Proceedings/2015/DOC_45224_12-08-2015_CreativeEnergy_NES-NEFC-CPCN_Decision.pdf
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36.1 Please complete the following table: 

 

 
36.2 Please provide the status of each building in the VHD in terms of residential/retail units 

sold/rented and office space leased. 

36.2.1 If any of the buildings is fully subscribed, please indicate how long it took for the 
building to be fully subscribed once it was listed on the market. 

36.3 Please provide the information that was communicated to prospective unit owners/renters in 
the VHD about the costs of heating and cooling. 

36.3.1 Has the competitiveness of the heating and cooling cost affected the saleability or 
rentability of any of the unit? If so, please provide supporting evidence. 

36.4 Please discuss any intergenerational inequity concerns in recovering from current and all future 
customers (up to 2050) a portion of the cost of service related to a temporary natural gas boiler 
that is expected to be replaced with a permanent low-carbon solution in 2024. 

36.5 Please confirm, or otherwise explain, that the VHD customer base is not building out over time 
like those of the above-noted DEU. 

36.5.1 Please elaborate on the appropriateness of using a levelization period of 30 years to 
smooth out rates for such a development. In your response, please explain how the 
proposed rates are just, fair and reasonable, as required under the Utilities Commission 
Act (UCA), as opposed to rates levelized over a shorter period. 

Section 2.4.3 of the TES Guidelines requires TES Providers to consider the BCUC rate-setting principle of 
providing an equitable balance of risks/costs (such as load forecast and cost risk) between the utility and 
the ratepayers or generation of ratepayers. 
 
36.6 Having regards to the requirement of the TES Guidelines regarding an equitable balance of risks 

and costs between the utility and “generation of ratepayers”, please elaborate on how CE’s 
proposed 30-year rate levelization for heating and cooling rates satisfies this intergeneration 
equity requirement. 

On page 12 of the Interim Heating Rates Application, Creative Energy states that: 

A levelized approach is advantageous to customers and thermal energy utilities as it 
promotes stable rates and predictable costs and revenues in any given year, and lessens 
overall regulatory process and burden over time for all parties, as compared to rates 
that would otherwise need to be reset each year to target forecast costs under a strict 
cost of service approach. [Emphasis added] 

36.7 Please clarify why a levelized rates approach would promote stable and predictable costs in any 
given year. 

36.8 Please clarify why, under a cost-of-service approach, rates need to be reset each year. Please 
discuss the feasibility of applying to the BCUC for approval of rates using a 3-year or 4-year test 
period (or more) to reduce the regulatory process.  

 
Occupancy date  

Service Start Date 
(actual or forecast) 

Heating TES DCS 

VHD Building 1    

VHD Building 2    

VHD Building 3    

VHD Building 4    
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36.9 For the Heating TES, please provide a graph showing the following: 

• Cost-of-service rates ($/kW/year); 

• Levelized rates using the proposed 30-year period to bring the RDDA balance to zero 
($/kW/year); 

• Levelized rates using a 15-year period (2020-2034) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year); 

• Levelized rates using a 10-year period (2020-2029) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year); and 

• Levelized rates using a four-year period (2020-2023) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year). 

36.10 Please revise Table 5 (Proposed Levelized Capacity Charge versus Cost-of-Service Rates 2020-
2023) of the Permanent Heating Rates Application to also include the levelized rates, the 
levelized recovery and the forecast RDDA additions for the three new time periods over which 
to levelize the rates (i.e. four, 10 and 15 years). 

36.11 Based on the graphs and the revised Table 5 provided in response to the previous two IRs, 
please discuss whether revenues generated under all five options could be considered stable 
and predictable. If not, please indicate which option(s) would be superior in achieving stable and 
predictable revenues and why. 

36.12 Please discuss how levelized rates using a four-year period to bring the RDDA balance to zero, 
followed by cost-of-service rates, would fare against each of the Bonbright principles. 

36.13 For the DCS, please provide a graph showing the following: 

• Cost-of-service rates ($/kW/year); 

• Levelized rates using the proposed 30-year period to bring the RDDA balance to zero 
($/kW/year); 

• Levelized rates using a 15-year period (2020-2034) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year); 

• Levelized rates using a 10-year period (2020-2029) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year); and 

• Levelized rates using a six-year period (2020-2025) to bring the RDDA balance to zero and 
then cost-of-service rates ($/kW/year). 

36.14 Please revise Table 7 (Proposed Levelized Capacity Charge versus Cost of Service Rates 2020-
2025) of the Cooling Rates Application to also include the levelized rates, the levelized recovery 
and the forecast RDDA additions for the three new time periods over which to levelize the rates 
(i.e. six, 10 and 15 years). 

36.15 Based on the graphs and the revised Table 7 provided in response to the previous two IRs, 
please discuss whether revenues generated under all five options could be considered stable 
and predictable. If not, please indicate which option(s) would be superior in achieving stable and 
predictable revenues and why. 

36.16 Please discuss how levelized rates using a six-year period to bring the RDDA balance to zero, 
followed by cost-of-service rates, would fare against each of the Bonbright principles. 
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G. PROPOSED RATE DESIGN: CAPACITY CHARGE  

 Reference: PROPOSED RATE DESIGN 
Exhibit B-1, Section 5, p. 8; Exhibit B-6, Section 3, p. 12 
Fixed and variable charges 

On page 8 of the Interim Heating Rates Application, Creative Energy seeks approval to recover its cost of 
service for the Heating TES through:  

1. a fixed capacity charge ($/kW); and  

2. a variable charge (flow-through of fuel costs; expressed as an indicative $/MWh charge).  

37.1 What percentage of the Heating TES cost-of-service does Creative Energy expect to recover from 
the fixed capacity charge versus from the variable charge? 

37.1.1 How does this fixed/variable split compare to Creative Energy’s other district energy 
systems such as the core steam system and NEFC? 

37.1.2 Please discuss whether the proposed fixed/variable rate design is expected to 
incentivize energy conservation.  

On page 12 of the Cooling Rates Application, Creative Energy seeks approval to recover its cost of 
service for the VHD DCS through: 

1. a fixed capacity charge ($/kW); and 

2. a variable charge that flows through actual electricity and water input costs on a $/MWh 
basis. 

37.2 What percentage of the DCS cost of service does Creative Energy expect to recover from the 
fixed capacity charge versus from the variable charge? 

37.2.1 How does this fixed/variable split compare to Creative Energy’s other district energy 
systems such as the core steam system and NEFC? 

37.2.2 Please discuss whether the proposed fixed/variable rate design is expected to 
incentivize energy conservation.  

 Reference: PROPOSED RATE DESIGN 
Exhibit B-1, Section 6.3, p. 14; SoDo Heating CPCN Application, Exhibit B-1, Section 5.2, 
p. 42, Table 14 
All-in rate ($/MWh/year) 

On page 14 of the Interim Heating Rates Application, Creative Energy states that the “[c]alculation of 
benchmark all-in rate $/MWh/year for Vancouver House equals the total capital and fixed cost recovery 
in 2020 reported in Table 9 divided by 4,028 MWh plus the $29/MWh indicative variable charge.” 

 
In Table 14 on page 42 of the SoDo Heating CPCN Application, Creative Energy shows the Energy Use 
Intensity (EUI) factors used to forecast the annual heating demand for each building type: 
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38.1 For each year of the test period, please calculate the all-in rate, also termed the effective rate,7 
in $/MWh for each building of the VHD by completing the following tables.  

 

District Cooling 
System 

Energy 
intensity 
kWh/m2 

Annual 
cooling 
load MWh 

Benchmark 
all-in rate 
$/MWh/year 

Equivalent 
all-in rate 
$/m2/year 

 Benchmark 
all-in rate 
$/MWh/year 

Equivalent 
all-in rate 
$/m2/year 

Year 2020 … Year 2024 

Building 1 (retail)        

Building 2 (high-rise 
residential) 

       

Building 3 (office 
space) 

       

Building 4 (office 
space) 

       

 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 5.1, p. 8; Exhibit B-6, Section 3.1, p. 13 
Capacity charge 

On page 8 of the Interim Heating Rates Application, Creative Energy states that “[t]he capacity charge 
will recover the capital and fixed operating costs of the Heating TES on a $/kW basis, determined on the 
basis of the design peak demand of each building.” [Emphasis added] 
 
On page 13 of the Cooling Rates Application, Creative Energy states that “The capacity charge will 
recover the capital and fixed operating costs of the DCS on a $/kW basis, in accordance with the design 
peak demand of each building.” [Emphasis added] 
 

 
7 Effective rate is a term that refers to the cost per MWh that a customer will pay for thermal energy services. 

Heating TES 
Energy 
intensity 
kWh/m2 

Annual 
heating 
load MWh 

Benchmark 
all-in rate 
$/MWh/year 

Equivalent 
all-in rate 
$/m2/year 

 Benchmark 
all-in rate 
$/MWh/year 

Equivalent 
all-in rate 
$/m2/year 

Year 2020 … Year 2024 

Building 1 (retail) 90       

Building 2 (high-rise 
residential) 

58       

Building 3 (office 
space) 

90       

Building 4 (office 
space) 

90       
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39.1 Please confirm, or otherwise explain, that the customers of the VHD bear the demand forecast 
risk if their total actual peak load demand is lower or higher than the total design peak demand, 
either resulting in excess capacity in the Heating TES or the Heating TES capacity being 
insufficient to meet actual demand. 

39.2 Please confirm, or otherwise explain, that the customers of the VHD bear the demand forecast 
risk if their total actual peak load demand is lower or higher than the total design peak demand, 
either resulting in excess capacity in the DCS or the DCS’s capacity being insufficient to meet 
actual demand. 

39.3 Please clarify how the proposed capacity charge encourages Creative Energy to increase 
efficiency, reduce costs and enhance performance in respect of the Heating TES and the DCS, as 
required under section 60 (1)(b)(iii) of the UCA. 

39.3.1 Please indicate whether Creative Energy plans to share with customers any of the cost 
savings arising from the utility’s increased efficiency and performance. If so, please 
describe the mechanism used to share those benefits with customers. 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 5.1, pp. 8–9; Exhibit B-6, Section 3.1, p. 13, Table 5 
Capacity charge 

On pages 8–9 of the Interim Heating Rates Application, Creative Energy states that  

…[t]he level of the capacity charge will be set equal to the total capital and fixed 
operating costs of service divided by the total design peak demand of the Vancouver 
House Development – i.e. the total design peak in kW – which is equal to the sum of the 
design peak demands for each building. Total design peak demand accounts for the 
diversity of peak demand for space heating and domestic hot water in Buildings 1 and 2. 
That is, total design peak for Buildings 1 and 2 reflects entirely space heating load based 
on the diversity and timing of use between space heating and domestic hot water 
services. Creative Energy service to Buildings 3 and 4 will be space heating only. 
[Emphasis added] 

Table 7 of the Interim Heating Rates Application shows each building’s design peak demand: 

 

 

40.1 Please confirm that the total design peak demand shown in Table 7 are diversified peak load 
demands. If not, please add a column this table to include the diversified peak load demand. 

40.2 Please indicate what diversity factor Creative Energy used to determine the total diversity 
design peak demand and the methodology used to derive this diversification factor. 

40.3 Please clarify how DHW is provided to Buildings 3 and 4 and whether there is a possibility that in 
the future Creative Energy starts providing DHW service to these two buildings.  

40.3.1 If so, what would be the impact on the total diversified design peak demand of these 
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buildings and overall impact on the design capacity of the Heating TES? 

Table 5 on page 13 of the Cooling Rates Application shows each building’s design peak demand: 

 
 
40.4 Please confirm, or otherwise explain, that there is no need to apply a diversity factor to the 

design peak cooling demand since there is only one cooling service, as opposed to two heating 
service (space heating and DHW). 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 5.1, p. 10, Table 8; Exhibit B-2, BCUC IR 10.5 
Fairness of the capacity charge 

In response to BCUC IR 10.5 on “implied peak demand intensity,” Creative Energy states:  

‘Implied Peak Demand Intensity’ is a normalized measure of how much capacity is 
required to meet the maximum thermal requirements of the building. From the 
perspective of the thermal energy provider, a building which has a lower peak demand 
drives fewer capital and fixed operating costs and thus makes more efficient use of the 
thermal infrastructure. [Emphasis added] 

41.1 Please confirm, or otherwise explain, that the “implied peak demand intensity” is a measure of 
the relative demand intensity and efficiency of each building. 

Table 8 on page 10 of the Interim Heating Rates Application is copied below for ease of reference: 
 

 
 
On page 10 of the Interim Heating Rates Application, Creative Energy states that:  

As Table 8 illustrates, a fixed charge levied on a $/m2 basis would unfairly increase the 
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cost recovery burden to the Residential Strata at Building 2 despite its relative peak 
design efficiency as compared to the other buildings in the Vancouver House 
Development, which are more uniquely designed and less efficient. [Emphasis added] 

41.2 Please confirm, or otherwise explain, that the Residential Strata (Building 2) makes the most 
efficient use of the Heating TES with an “implied peak demand intensity” of 29 W/m2/year, 
which is lower than the “implied peak demand intensity” of the other three buildings at 71 
W/m2/year (Building 1), 52 W/m2/year (Building 3) and 45 W/m2/year (Building 4). 

41.3 Please clarify why Creative Energy proposes to allocate the highest portion (i.e. 48%) of the 
capital and fixed operating costs to Building 2 considering Creative Energy’s statement about 
Building 2’s relative peak design efficiency as compared to the other buildings in the VHD, which 
are more uniquely designed and less efficient. 

On pages 9–10, Creative Energy states that: 

…[c]ompared to a $/m2 fixed charge, the proposed $/kW fixed capacity charge improves 
the overall fairness in the allocation of cost recovery between the building customers 
because it more fairly assigns total capital and fixed operating cost recovery to each 
building in closer alignment to the relative demand intensity and efficiency of each 
building. 

41.4 Please discuss whether a fixed capacity charge levied on a $/kW basis could suffer from the 
same fairness issue as one levied on a $/m2 basis because both increase the cost recovery 
burden to Building 2 compared to the other three less efficient buildings.  

41.5 Please provide a table for the DCS in a similar format to Table 8 above. 

 
H. PROPOSED RATE DESIGN: VARIABLE CHARGE  

 Reference: LOAD FORECAST  
Exhibit B-5, Heating Rates Model, Energy Demand Tab; SoDo Heating CPCN 
Application, Exhibit B-1, Section 5.2, p. 41, Table 14  
Load forecast 

On page 41 of the SoDo Heating CPCN Application, Creative Energy states: 

Forecast energy loads for the entire NES are based on the floor areas described in 
Section 3.1, and Energy Use Intensity (EUI) factors per square meter. These factors are 
based on a combination of the requirements set out in the City's building policies, 
Creative Energy’s experience with numerous recent buildings in Vancouver, and 
information provided by the development teams for South Downtown buildings 
currently under development. Due to stricter building code standard set by the City, 
developers are required to design more efficient, lower energy use, buildings. The 
annual energy use of the buildings in South Downtown is expected to be 35% lower than 
NEFC and as much as 60% lower than steam customers. 

Table 14 on page 41 of the SoDo Heating CPCN Application, Creative Energy shows the EUI factors used 
to forecast the annual heating demand: 
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42.1 Please confirm, or otherwise explain, that the EUI factors shown in the above Table are 
estimates based on a combination of factors such as the City of Vancouver’s requirements, 
Creative Energy’s recent experience and information provided by the Developer. 

42.1.1 Please discuss the likelihood that the actual EUIs turn out to be higher or lower than 
forecast when recalculated based on operational data. 

42.2 Please confirm, or otherwise explain, that Creative Energy used the high-rise residential EUI to 
forecast the heating loads of the Residential Strata (Building 2) and that it used the 
commercial/office space EUI to forecast the heating loads of the other three buildings. 

The following is a snapshot from the Heating Rates Model (filed as an attachment to Exhibit B-5 in the 
Permanent Heating Rates Application) where, according to the Model, the third, fourth and fifth lines 
correspond to Buildings 1/2, Building 3 and Building 4 respectively. 
 

 

42.3 Please confirm, or otherwise explain, that “TEDI” refers to thermal energy demand intensity and 
that Creative Energy has used it interchangeably with EUI. 

42.4 Please explain why all buildings have the same TEDI of 62 kWh/m2 when Creative Energy used 
different EUIs for residential and commercial/office space buildings to forecast heating loads in 
the SoDo Heating CPCN Application. 

42.5 Please explain the factors that led to an increase in the total EUI for the high-rise residential 
from 58 kWh/m2 to 62 kWh/m2 between the SoDo Heating CPCN Application and the 
Permanent Heating Rates Application. 

42.6 Please explain the factors that led to a decrease in the total EUI for the commercial/office space 
from 90 kWh/m2 to 62 kWh/m2 between the SoDo Heating CPCN Application and the 
Permanent Heating Rates Application. 

42.7 Please provide the annual heating loads for each building of the VHD, using the appropriate EUI 
for each building, by completing the following table: 
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Annual 
heating load 

2019 
(as of Nov. 1) 

2020 2021 2022 2023 

Building 1      

Building 2      

Building 3      

Building 4      

Total      

 Reference: LOAD FORECAST  
Exhibit B-6, DCS Rates Model, Energy Demand Tab 
Load forecast 

The following is a snapshot from the DCS Rates Model (filed as an attachment to Exhibit B-6 in the 
Cooling Rates Application) where, according to the Model, the third, fourth and fifth lines correspond to 
Buildings 1/2, Building 3 and Building 4 respectively. 

 

43.1 Please confirm, or otherwise explain, that the first line in this table should reference “annual 
cooling demand” (MWh/year) instead of “annual heating demand” (MWH/year). 

43.2 Considering that Building 1 is a podium for retail and commercial space and that Building 2 is a 
high-rise residential tower, please clarify why Creative Energy has lumped them together for the 
purpose of forecasting their annual cooling demand using the same TEDI. 

43.3 Please explain the methodology used by Creative Energy to derive each of the TEDIs shown in 
the snapshot. 

43.3.1 Considering that Buildings 3 and 4 are both medium-rise office buildings, please clarify 
why Creative Energy used different TEDI to forecast their respective annual cooling 
demand. 

43.4 Please discuss the likelihood that the actual TEDIs turn out to be higher or lower than forecast 
when recalculated based on operational data. 

43.5 Please provide the annual cooling loads for each building of the VHD by completing the 
following table: 

 2020 
(from Date of 
Completion) 

2021 2022 2023 2024 2025 

Building 1       

Building 2       

Building 3       

Building 4       

Total       
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 Reference: LOAD FORECAST  
SoDo Heating CPCN Application, Exhibit B-1, Section 5.2, p. 42; SoDo Heating CPCN 
Application, Exhibit B-3, BCUC IR 41.1.1; SoDo Cooling CPCN Application, Exhibit B-1, 
Section 3.3.4, p. 13  
Thermal losses 

On page 42 of the SoDo Heating CPCN Application, Creative Energy states that “annual losses within the 
NES hot water network are 3%.” 
 
In BCUC IR 41.1.1 for the SoDo Heating CPCN Application, Creative Energy calculates total energy 
production requirement in 2020 as the sum of sales at 4,028 MWh and network losses at 125 MWh for a 
total of 4,153 MWh. 
 

 
 
44.1 Please clarify why network losses are not included in the Heating Rates Model (filed as an 

attachment to Exhibit B-5 in the Permanent Heating Rates Application; see Energy Demand Tab). 

44.2 When calculating the Heating TES variable charge in $/MWh, please clarify whether Creative 
Energy would use total sales or total energy production requirement (i.e. sales grossed up for 
losses) as the denominator. 

44.3 Please explain how Creative Energy forecasts network losses at 3%.  

44.3.1 Please discuss the likelihood that actual network losses turn out to be higher or lower 
than forecast when operational data becomes available.  

44.3.2 Please explain whether Creative Energy have any operation control on network losses of 
the Heating TES. 

On page 13 of the SoDo Cooling CPCN Application, Creative Energy states that “production requirements 
reflect the additional generation required assuming overall system efficiency of 97 percent (general 
plant losses of 1 percent (efficiency of 99 percent) multiplied by distribution network efficiency of 98 
percent).” 
 
44.4 Please confirm, or otherwise explain, that Creative Energy expects network losses of about 2% 

to occur on the DCS network.  

44.4.1 Please explain whether Creative Energy have any operation control on network losses 
for the DCS. 

44.4.2 When calculating the DCS variable charge in $/MWh, please clarify whether Creative 
Energy would use total sales or total energy production requirement (i.e. sales grossed 
up for losses) as the denominator. 
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 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 4.2, p. 7; Section 5.2, p. 11; Exhibit B-2, BCUC IR 9.1 
Heating TES variable fuel costs 

On page 7 of the Interim Heating Rates Application, Creative Energy provides Table 5, below, of energy 
costs: 
 

 

On page 11 of the Interim Heating Rates Application, Creative Energy states that “[t]he Variable Charge 
will recover on a flow-through basis the actual fuel costs for the natural gas and electricity used to 
operate the Heating TES.” 
 
45.1 Please clarify why network losses are not included in the above table and please revise the table 

if required. 

45.2 Please explain how Creative Energy derived the Heating TES’ system efficiency of 92.1%.  

45.2.1 Please list all factors that could affect the system’s efficiency. Would these factors 
increase or decrease the efficiency of the Heating TES? 

45.2.1.1 Which of the above factors are within Creative Energy’s control?  

45.3 If the building located at 889 Pacific Street gets connected to the Heating TES, would the system 
efficiency remain at 92.1%. If not, what would it be and why? 

45.4 Should “natural gas production (MWh)” in Table 5 read “natural gas demand” instead? If not, 
please clarify what is meant by natural gas production of the Heating TES. 

45.5 Please confirm, or otherwise explain, that natural gas demand in MWh is a function of system 
efficiency, customer’s heating energy consumption and network losses. 

45.6 Please explain the method used by Creative Energy to forecast the electricity demand of the 
Heating TES at 81 MWh and provide supporting calculations. 

45.6.1 Please list all factors that could affect electricity demand (MWh). For instance, is 
electricity demand dependent on system efficiency and network losses? Others? 

45.6.1.1 Which of the above factors are within Creative Energy’s control? 

In response to BCUC IR 9.1, Creative Energy provided the following table to support the indicative 
energy charges: 
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45.7 Please explain the method used by Creative Energy to forecast the electricity peak of 139 

kW/month and provide supporting calculations. 

45.7.1 Please list all factors that could affect electricity peak demand per month (kW/month). 
Which of these factors are within Creative Energy’s control? 

45.8 Please explain the method used by Creative Energy to forecast the highest daily peak demand of 
33 MWh and provide supporting calculations. 

45.8.1 Please list all factors that could affect the highest daily peak demand (MWh). Which of 
these factors are within Creative Energy’s control? 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-6, Section 2.4, p. 11, Table 4; Section 3.2, pp. 15–16 
DCS variable fuel costs 

On page 15 of the Cooling Rates Application, Creative Energy states that “[t]he Variable Charge will 
recover on a flow-through basis the actual electricity and water costs of the DCS, which are driven 
directly by cooling energy consumption.” 
 
On page 16 of the Cooling Rates Application, Creative Energy states that “[t]he underlying electricity and 
water rates are externally set, and total electricity and water costs vary directly with cooling energy 
consumption outside of Creative Energy management and control.” 
 
On page 11 of the Cooling Rates Application Creative Energy provides a summary of the annual revenue 
requirements over the requested approval period (2020-2025). Table 4 is reproduced in part below: 
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46.1 Please provide the supporting calculations for the indicative energy and water charges, similar 

to Creative Energy’s response to BCUC IR 9.1. 

46.2 Please clarify why Creative Energy has no control on the DCS efficiency to convert inputs 
(electricity and water) into cooling energy. 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-6, Section 3.2, pp. 15–16 
Water variable charge 

On pages 15–16, Creative Energy states that: 

Water costs are invoiced every four months by the City of Vancouver. The Cooling Plant 
is separately sub-metered for water consumption and will be assigned its share of total 
water costs by the Strata Corporation. Creative Energy will determine for each building 
customer their allocated water cost for the four-month period based on their pro rata 
share of total cooling energy consumption over the corresponding four-month period. 

47.1 Since Creative Energy will be assigned its share of water costs once every four months, is 
Creative Energy planning to allocate water costs to customers only three times a year? If not, 
please explain how Creative Energy is planning to allocate water costs to customers. 

On page 16, Creative Energy states that “[t]he flow-through of such costs is therefore fair, readily 
understood and verifiable, and the mechanism to allocate these charges in the same applicable billing 
period is administratively simple and does not require a deferral account.” [Emphasis added] 
 
47.2 Considering that water costs are only invoiced every four months by the City of Vancouver and 

that the Strata Corporation in turn has to assign to Creative Energy its share of water costs 
(which may take some time) before Creative Energy can finally allocate to each building their 
share, please clarify what Creative Energy means by allocating these charges in “the same 
applicable billing period.”  

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 5.2, p. 11; Exhibit B-6, Section 3.2, p. 15; Order G-27-15, TES 
Guidelines, Section 2.4.3, p. 22 
Equitable balance of risks/costs between the utility and the customers 

Section 2.4.3 of the TES Guidelines requires TES Providers to consider the BCUC rate-setting principle of 
providing an equitable balance of risks/costs (such as load forecast and cost risk) between the utility and 
the ratepayers or generation of ratepayers. 
 
On page 11 of the Interim Heating Rates Application, Creative Energy states that: 

…[it}will determine the $/MWh variable charge each month as the sum of natural gas 
and electricity costs divided by the total metered energy consumption for heating of all 
buildings (in MWh). Creative Energy will invoice the building customers accordingly 
based on their individual building’s metered energy use. 
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48.1 Please confirm, or otherwise explain, that the following formula represents the main variables 
that would affect the variable charge: 

 

𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝐶ℎ𝑎𝑟𝑔𝑒 =  
(𝑁𝐺 𝑟𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡𝑠 ×  𝑁𝐺 𝑟𝑎𝑡𝑒) + (𝐸𝑙𝑒𝑐 𝑟𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡𝑠 × 𝐸𝑙𝑒𝑐 𝑟𝑎𝑡𝑒)

𝑀𝑒𝑡𝑒𝑟𝑒𝑑 𝐻𝑒𝑎𝑡𝑖𝑛𝑔 𝐶𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 × (1 + % 𝑡ℎ𝑒𝑟𝑚𝑎𝑙 𝑙𝑜𝑠𝑠𝑒𝑠)
 

 
 

48.1.1 Please confirm that the VHD customers bear the risk for variances between forecast and 
actual for all variables that factor into the calculation of the variable charge (in the 
equation above). If not, please clarify the mechanism by which Creative Energy bears 
some of that forecast risk. 

On page 15 of the Cooling Rates Application, Creative Energy states that “[t]he overall variable charge 
therefore will be expressed on $/MWh basis, calculated monthly and equal to total monthly electricity 
costs plus total monthly allocated water costs divided by total monthly cooling energy consumption.” 
 
48.2 Please confirm, or otherwise explain, that the following formula represents the main variables 

that would affect the variable charge: 

 

𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝐶ℎ𝑎𝑟𝑔𝑒 =  
(𝐸𝑙𝑒𝑐 𝑟𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡𝑠 × 𝐸𝑙𝑒𝑐 𝑟𝑎𝑡𝑒) + (𝑤𝑎𝑡𝑒𝑟 𝑟𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡𝑠 × 𝑤𝑎𝑡𝑒𝑟 𝑟𝑎𝑡𝑒)

𝑀𝑒𝑡𝑒𝑟𝑒𝑑 𝐶𝑜𝑜𝑙𝑖𝑛𝑔 𝐶𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 × (1 + % 𝑡ℎ𝑒𝑟𝑚𝑎𝑙 𝑙𝑜𝑠𝑠𝑒𝑠)
 

 
 

48.2.1 Please confirm that customers bear the risk for variances between forecast and actual 
for all variables that factor into the calculation of the variable charge. If not, please 
clarify the mechanism by which Creative Energy bears some of that forecast risk. 

48.3 Please clarify how the proposed variable charge encourages Creative Energy to increase 
efficiency, reduce costs and enhance performance in respect of the Heating TES and the DCS, as 
required under section 60 (1)(b)(iii) of the UCA. 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 5.2, p. 11; Exhibit B-6, Section 3.2, p. 16; Exhibit B-5, Appendix C, 
Rate Sheet 
Monthly variability in the variable charge 

On page 11 of the Interim Heating Rates Application, Creative Energy will determine the $/MWh 
variable charge each month as the sum of natural gas and electricity costs divided by the total metered 
energy consumption for heating of all buildings (in MWh). 
 
On page 16 of the Cooling Rates Application, Creative Energy states that “[t]he overall variable charge 
therefore will be expressed on $/MWh basis, calculated monthly and equal to total monthly electricity 
costs plus total monthly allocated water costs divided by total monthly cooling energy consumption.” 
 
49.1 Please provide Creative Energy’s monthly forecasts for the Heating and Cooling variable charges 

for a typical residential customer and for a typical commercial customer in the test period by 
completing the following table and providing the supporting calculations in an Excel file: 

 January February … November December 

Heating Variable 
Charge ($/MWh) 

     

% variation      
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month-to-month 

Cooling Variable 
Charge ($/MWh) 

     

% variation 
month-to-month 

     

 
The Rate Schedule (Appendix C of Exhibit B-5) states the following in respect of the proposed variable 
charge: 

Variable Charge per megawatt hour for all megawatt hours supplied during a month: 
$/MWh calculated monthly 

The Variable Charge is to be calculated each month equal to total monthly fuel costs of 
the TES for natural gas and electricity (in $) divided by the total metered energy supplied 
by the TES to the customers during the month (in MWh). [Emphasis retained] 

49.2 Considering that the tariff statement above does not include the actual level of the variable 
charge, nor its potential month-to-month variability, please discuss how it meets the Bonbright 
principle of customer understanding and acceptance. In your response, please address the case 
of the Residential Strata customers separately than the other three customers. 

 Reference: PROPOSED RATE DESIGN  
Exhibit B-1, Section 6.3, pp. 13-14, Table 10; Exhibit B-2, BCUC IR 10.6 and BCUC IR 
16.2; TES Guidelines, Section 2.4.4, p. 22 
Annual energy costs and benchmarking 

Section 2.4.4 of the TES Guidelines stipulates that a Stream B TES rate application must include 
“information confirming the proposed rates will be competitive with other service options that are 
available to customers in the new service area (if appropriate).” [Emphasis added] 
 
On pages 13 and 14 of the Interim Heating Rates Application, Creative Energy states that: 

As reported in Table 10, Creative Energy’s proposed interim rates are competitive and 
lower cost compared to other district energy utility systems when factoring in the 
relative energy intensity of the associated buildings served by those utilities. This basis 
of comparison recognizes that City of Vancouver policy and other building code 
standards, such as BC Step Code, are pushing building performance to meet stricter 
standards. [Emphasis added] 

 

In response to BCUC IR 16.2, Creative Energy states: 
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[…] Until the recent policy shift, it was entirely appropriate to benchmark the utilities 
using a unit energy basis ($/MWh) as a metric of affordability, as the systems did not 
differ greatly in terms of the energy intensity of the buildings. 

However, affordability can only be measured in terms of the costs to the tenants that 
live in the units within the customer buildings. Those costs are a combination of the 
energy intensity of the building and the unit cost of the energy. 

[…] To compare the district energy systems on the basis of unit energy cost is misleading 
as it does not capture both drivers of customer cost.  

[Emphasis added] 

In response to BCUC IR 10.6, Creative Energy states: 

The context of and reference to the statement that “building customers will therefore 
be indifferent” is simply meant to describe that the building customers are most 
interested in their total monthly bill, not the underlying billing determinants, as they 
need to know the total cost to allocate to tenants and strata unit owners their pro rata 
portion of those costs. 

Creative Energy engaged with the Owner/Developer of all four buildings and its interest 
was entirely related to understanding an annual budget for all heating costs, fixed and 
variable combined.  

[Emphasis added] 

50.1 Please clarify why it would be appropriate to assume that the Residential Strata customer, as 
well as the residential end-users, would have the same interest as the Owner/Developer 
regarding criteria used to evaluate the rate design and rates. 

50.1.1 Please indicate whether the Residential Strata Corporation for the VHD has already been 
established and if so, when. 

50.1.1.1 If so, please indicate whether Creative Energy has reached out to the 
Residential Strata Corporation to communicate its proposed rate design and 
rates and if so, what feedback it received. 

50.2 Has Creative Energy engaged with Residential Strata Corporations that are customers of its 
other TES to gauge customer concerns and obtain feedback? If not, why not. 

50.3 Has Creative Energy engaged with the Condominium Home Owners Association of BC (CHOA) to 
gauge customer concerns in relation to rate design and rates of comparable TES? 

50.4 Based on Table 10 of the Interim Heating Rates Application, please confirm, or otherwise 
explain, that even if Creative Energy were to use the cost-of-service approach to set the capacity 
charge in 2020, the resulting annual heating costs for a 75 m2 suite would still be among the 
most affordable and competitive among the district energy systems shown in the table. 

50.5 Please revise Table 10 of the Interim Heating Rates Application by updating it with the 
permanent cost information for the year 2020 and adding the comparables outlined below. 
Please include the references to data sources used to tabulate the requested information: 
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 Benchmark 
all-in rate 
$/MWh/year 

Energy 
intensity 
kWh/m2 

Equivalent 
all-in rate 
$/m2/year 

Estimated 
annual 
heating cost 
(75 m2 suite) 

VHD – as proposed (based on 30-
year levelization) 

    

VHD – based on 15-year levelization     

VHD – based on 10-year levelization     

VHD – based on 4-year levelization     

VHD – based on cost-of-service     

Southeast False Creek NES 113 110 12.37 $928 

River District DEU 96 92 8.83 $662 

Surrey City Energy 115 105 12.03 $902 

Richmond Oval Village 94 100 9.40 $705 

FAES TELUS Garden (*rates include 
heating and cooling) 

    

Creative Energy’s NEFC NES     

Creative Energy’s core steam     

BC Hydro Electricity     

FortisBC Energy Inc. 100% Natural 
Gas 

    

FortisBC Energy Inc. 100% 
Renewable Natural Gas 

    

FortisBC Energy Inc. Mix of NG and 
RNG that satisfies the City of 
Vancouver’s GHG intensity 
requirements 

    

 

50.5.1 Please re-do the above table for the year 2021. 

50.6 Please complete the following table for the years 2020 and 2021 for the DCS: 

 Benchmark 
all-in rate 
$/MWh/year 

Energy 
intensity 
kWh/m2 

Equivalent 
all-in rate 
$/m2/year 

Estimated 
annual 
cooling cost 
(75 m2 suite) 

VHD – as proposed (based on 30-
year levelization) 

    

VHD – based on 15-year levelization     

VHD – based on 10-year levelization     

VHD – based on 6-year levelization     

VHD – based on cost-of-service     

BC Hydro Electricity     

 
50.7 Please confirm, or otherwise explain, that to estimate the total annual energy costs faced by an 

owner or renter living in a 75 m2 suite located at the VHD, one would need to sum up the 
estimated annual heating and cooling costs from the above two tables. 

50.8 In a similar format to that presented in Table 10 of the Interim Heating Rates Application, 
provide a comparative assessment of the indicative fixed and variable charge for cooling service 
against other comparable developments in BC. If a suitable benchmark comparator is not 
available for cooling services on a standalone basis, please compare proposed heating and 



Creative Energy Heating & Cooling Rates at the VHD | BCUC IR No. 2 38 of 53 

cooling rates for the VHD on a combined basis with comparators that supply both services.  

50.9 Please explain how the proposed rates for the provision of cooling service are competitive with 
other service options in the local area.  

50.10 Please explain how the proposed permanent rates for the provision of heating services compare 
to other energy services in the local area including, but not limited to the following:  

• Creative Energy’s core steam system; 

• Clean BC Hydro electricity; and 

• Stand-alone boilers using (i) 100% Natural Gas; (ii) 100% clean renewable natural gas and a 
mix of natural gas; and (iii) renewable natural gas that would achieve the City of 
Vancouver’s target of 6 kgCO2e/me/year. 

 
I. CUSTOMER SERVICE AGREEMENT 

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section A; Exhibit B-6, Appendix C, Section A 
CSA – General  

Appendix D to the Permanent Heating Rates Application includes the proposed CSA for the provision of 
heating service and Appendix C to the Cooling Rates Application includes the proposed CSA for the 
provision of cooling service.  
 
51.1 Based on the terms and conditions of the CSA for the Heating TES and DCS please discuss if the 

CSAs are just, fair and reasonable for all customers of the VHD (i.e. Strata Corporation and the 
Developer).  

Section A of Appendix D to the Permanent Heating Rates Application CSA and Section A of Appendix C to 
the Cooling Rates Application CSA provides the following definitions:  

Energy Services: means the provision by the Utility of Thermal Energy via the 
Neighbourhood Energy System. 

… 

Neighbourhood Energy System: means the energy system by which the Utility delivers 
Thermal Energy to Customers, including the Distribution System and the Energy Transfer 
Stations. 

51.2 Please confirm that the DCS is considered a NES. 

51.2.1 If not confirmed, please provide an amended CSA for the Cooling Rates Application to 
expand the definition of Energy Services.   

51.3 Please explain whether Creative Energy is intending to have one CSA that addresses the 
provision of both heating and cooling services. If not, please discuss whether Creative Energy 
considered this approach, and why it was not ultimately selected. 

51.4 Please discuss the pros and cons of (i) establishing one CSA for the provision of both heating and 
cooling service; and (ii) a separate CSA for each service.  
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 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-2, BCUC IR 19.1; Exhibit B-5, Appendix D, Section A, p. 5; Section B, 
Subsection 7, 10, 13, 14, 17; Exhibit B-6, Appendix C, Section A, p. 5; Section B, 
Subsection 7, 10, 13, 14, 17 
CSA – Standard fees and charges 

Section A of Appendix D to the Permanent Heating Rates Application CSA and Section A of Appendix C to 
the Cooling Rates Application CSA provides the following definitions:  

Standard Fees and Charges: means the standard fees and charges which may be 
charged to the Customer by the Utility and set out in the Tariff. 

Tariff: means Rate Schedule No. 1, which sets out the rates for Energy Services and 
certain related terms and conditions, as amended from time to time by the Utility with 
the approval of, and as filed with, the BCUC. [Emphasis retained] 

The CSA refers to the standard fees and charges, in several subsections to Section B (e.g. Subsection 7 – 
Meter Testing, Subsection 13 – Late Payment Charge And Collection Charge, Subsection 14 – 
Dishonoured Payments Charge, Subsection 16 – Security for Payment of Bills, and Subsection 17 – 
Account Charge). 
 
In BCUC IR 19.1, staff requests reference to where the standard fees and charges could be found and 
Creative Energy responds:  

The Application does not refer to those fees and charges. Creative Energy is not seeking 
approval of those types of fees or charges. Creative Energy will consider the filing of a 
final CSA for approval without any references to fees that are not applicable. [Emphasis 
added] 

52.1 Please confirm, or otherwise explain, that the references to the standard fees and charges in the 
Permanent Heating Rates Application CSA and the Cooling Rates Application CSA are applicable.   

52.1.1 If not confirmed, please provide the amended CSAs for the Permanent Heating Rates 
Application and the Cooling Rates Application. 

52.1.2 If confirmed, please provide the standard fees and charges.  

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section B, Subsection 3.1, pp. 6–7; Exhibit B-6, Section 1.1, p. 
3; Appendix C, Section B, Subsection 3.1, pp. 6–7; Exhibit B-2, BCUC IR 18.2; Exhibit B-
5, Appendix D, pp. 6–7 
CSA – Assignment provision 

Page 3 of the Cooling Rates Application, Creative Energy states: 

Creative Energy believes that it is appropriate to include an assignment provision in the 
CSA to specify the rights, if any, of each party to assign the CSA. In the event of a sale of 
the DCS, which would be subject to BCUC approval, it is reasonable that the Customer 
should have the comfort of an assurance that the assignee of the CSA will agree to be 
bound by the terms and conditions. That said, the approval of the Customer will not be 
required and Creative Energy confirms that the assignment provision in the proposed 
Cooling CSA does not grant the Customer any approval rights in respect of any such 
corporate level reorganization, but there would be an agreement pursuant to which the 
new utility entity would agree to be bound by the obligations of Creative Energy under 
the original CSA, and subject to BCUC acceptance. The proposed standard Assignment 
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provision at section 3.1 of the CSA for the Vancouver House DCS is as follows, with one 
notable change highlighted in bold font: 

Subsection 3.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states: 

The Customer may not assign this Customer Service Agreement or any of its rights or 
obligations hereunder without the prior written consent of the Utility, such consent not 
to be unreasonably withheld. The Utility may, subject to BCUC approval, assign this 
Customer Service Agreement or any of its rights or obligations thereunder (including, 
without limitation, by way of the sale of the majority of its shares or business or its 
material assets or by way of an amalgamation, merger or other corporate 
reorganization) to any of its Affiliates or to any other Person without the consent of the 
Customer, provided such Affiliate or Person is accepted by the BCUC to carry out the 
Customer Service Agreement and agrees in writing to assume and be bound by the 
provisions of this Customer Service Agreement in all respects and to the same extent as 
the Utility is bound. [Emphasis added] 

In Creative Energy’s response to BCUC IR 18.2, it states: 

The Customer would not have any approval rights in respect of any such corporate level 
reorganization, but there would be an agreement pursuant to which the new utility 
entity would agree to be bound by the obligations of Creative Energy under the original 
CSA. 

53.1 Considering that the assignment provision is not part of the approved CSA for North East False 
Creek, please discuss why it is necessary and appropriate to include this provision in the CSA for 
the Heating TES and DCS.  

53.2 Please confirm, or otherwise explain, that “the approval of the Customer will not be required” 
stated in the preamble above is only regarding a corporate level reorganization. If not 
confirmed, please specify whether it is for all assignments.  

53.3 Please discuss why it is reasonable that the customer’s approval is not required should Creative 
Energy assign the CSA, or any rights or obligations contained within.  

53.3.1 Please discuss the pros and cons of Creative Energy not requiring the customer’s 
approval should it assign the CSA or any rights or obligations. 

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Cover Page; Section B, Subsection 4.1, p. 7; Exhibit B-6, 
Appendix C, Cover Page; Section B, Subsection 4.1, p. 7; SoDo Cooling CPCN 
Application, Exhibit B-6, BCUC 28.1 and 28.1.1 
CSA – Applicable rates – Availability of tariff 

On the cover page of the CSA at Appendix D to the Permanent Heating Rates Application and of the CSA 
at Appendix C to the Cooling Rates Application, it states:  

These Terms and Conditions are available for public inspection on the website of the 
British Columbia Utilities Commission and at the office of the British Columbia Utilities 
Commission in Vancouver, British Columbia. 

Subsection 4.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

The rates to be charged by, and paid to, the Utility for Energy Services are set out in the 
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Tariff from time to time in effect, which may be reviewed on the website of the BCUC or 
at the office of the BCUC in Vancouver, British Columbia. 

In response to BCUC IR 28.1 and 28.1.1 of the SoDo Cooling CPCN Application Creative Energy confirmed 
that under a scenario where the rates are approved, it would post the Tariff(s) on Creative Energy’s 
website and would update the CSA accordingly. 
 
54.1 Given that it is not the BCUC’s practice to post Tariffs on its website, please confirm, or 

otherwise explain, that the applicable Tariffs as approved on an interim basis are posted on 
Creative Energy’s website and available at Creative Energy’s office.   

54.1.1 If confirmed, please provide the link as appropriate.   

54.1.2 If not confirmed, please explain why not and how the customers are able to access the 
applicable charges and other terms of service.  

54.2 Please provide the amended CSAs for the Permanent Heating Rates Application and the Cooling 
Rates Application.   

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section B, Subsection 15.3, p. 13; Exhibit B-6, Appendix C, 
Section B, Subsection 15.3, p. 13 
CSA – Refusal to provide energy services and discontinue energy services 

Subsection 15.3 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

The Utility may, without having to give notice, discontinue proving Energy Service to any 
Customer, who stops consuming Thermal Energy in any of the buildings, for a time 
period determined by Creative Energy, acting reasonable, and no soon than six months, 
unless agreed by the Customer. 

55.1 Please explain the intent of the term and condition included in subsection 15.3 of the CSA (and 
as referenced in the preamble above).  

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section B, Subsection 20.2, p. 14; Exhibit B-6, Appendix C, 
Section B, Subsection 20.2, p. 14; Order G-27-15; TES Guidelines, Section 2.4.4, p. 22  
CSA – Termination 

Subsection 18.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

The initial term of a Customer Service Agreement will be 30 years from the 
commencement of the Energy Services and will thereafter automatically be renewed 
from year to year unless the Customer Service Agreement is terminated pursuant to 
Section 19 below. [Emphasis added] 

Subsection 19.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

A Customer may, following the initial term specified in Section 18, terminate the 
applicable Customer Service Agreement by giving at least 60 days written notice to the 
Utility at the address specified in the most recent bill rendered to the Customer. 
[Emphasis added] 
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On page 22 of the TES Guidelines it states:  

A Stream B rate Application and calculations must include: 

… 

iii. Options and terms for customers who enter into long-term contracts to opt 
out/cancelling the energy supply services. 

56.1 Please discuss whether the CSA for the Permanent Heating Rates Application and the Cooling 
Rates Application provides an option for customers (i.e. Strata Corporation or the Developer) to 
opt out or cancel services.   

56.1.1 If yes, please provide reference to the option in the respective CSAs.  

56.1.2 If not, please explain why not and explain what recourse customers have if they are not 
satisfied with Creative Energy’s service or rates in the initial term.  

56.2 Please explain how Creative Energy intends to address any potential complaints related to the 
provision of heating and cooling services. Please explain if there will be a mediation process to 
address any complaints.   

56.2.1 Please discuss who will bear the costs for managing complaints, including a mediation 
process as applicable.   

56.3 Please explain Creative Energy’s expectation of the BCUC in handling any potential complaints 
regarding the provision of services and rates.  

56.4 Please discuss if a complaint process has been addressed in the CSAs or elsewhere. If so, please 
explain and provide references. If not, please explain why not.  

Subsection 20.2 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

If this Customer Service Agreement is terminated for any reason other than termination 
for default of the Utility, in addition to any other amounts due and owing by the 
Customer to the Utility and despite any other remedies available at law or in equity, the 
Customer shall pay to the Utility, within 60 days of invoicing, such amount as the Utility 
determines is necessary to ensure other Customers are not adversely impacted by such 
termination. [Emphasis added] 

56.5 Please elaborate on what type of charges may be applied to the customer(s) and provide the 
methodology for how it would be determined.   

56.5.1 Please discuss if these types of charges are different for each of the customer groups 
(i.e. Strata Corporation or the Developer). If yes, please explain how they are different.   

56.6 Please specify if there is a termination fee for each of the customer groups (i.e. Strata 
Corporation or the Developer) should they not renew after the 30 year agreement. If so, please 
provide the forecast fee.  

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section B, Subsection 26.1, p. 17; Exhibit B-6, Appendix C, 
Section B, Subsection 26.1, p. 17 
CSA – Special contracts and supplements 

Subsection 26.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  
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In unusual circumstances, special contracts and supplements to these Terms and 
Conditions may be negotiated between the Utility and the Customer and submitted for 
approval by the BCUC where a minimum rate or revenue stream is required by the 
Utility to ensure that the provision of Energy Services to the Customer is economic. 
[Emphasis added] 

57.1 Please provide a scenario where the above circumstances may occur.  

57.2 Please explain whether the “minimum rate or revenue stream” is different from the service 
rates proposed in the Permanent Heating Rates Application and the Cooling Rates Application.  
If so, please explain how it differs.     

 Reference: CUSTOMER SERVICE AGREEMENT  
Exhibit B-5, Appendix D, Section B, Subsection 29.1, p. 18; Section C, p. 19; Exhibit B-6, 
Appendix C, Section B, Subsection 29.1, p. 17; Section C, p. 18 
CSA – Utility contact information 

Subsection 29.1 of the CSA for the Permanent Heating Rates Application and the CSA for the Cooling 
Rates Application states:  

Section E attached to and forming part of these Terms and Conditions sets out the 
contact information and hours of operation for the Utility… [Emphasis added] 

Section C of the Heating TES and DCS CSA provides the Utility Contact Information.  
 
58.1 Please confirm whether the reference to Section E of the terms and conditions is accurate.  If 

yes, please provide Section E and D as applicable. If not, please provide the amended CSAs for 
the Permanent Heating Rates Application and the Cooling Rates Application.  

 
J. RATES MODEL  

 Reference: RATES MODEL 
Exhibit B-2, BCUC IR 8.4.1, 8.7; Exhibit B-5, Heating Rates Model, Project Inputs Tab 
and Summary Tables Tab; Exhibit B-6, DCS Rates Model, Project Inputs Tab; ASPE 3061  
Heating Rates Model and DCS Rates Model – Depreciation 

Heating Rates Model (filed as an attachment to Exhibit B-5 in the Permanent Heating Rates Application) 
includes the following Depreciation assumptions under the Project Input Tab: 

 

 
Heating Rates Model (filed as an attachment to Exhibit B-5 in the Permanent Heating Rates Application) 
also provided the following Depreciation assumptions under the Summary Tables Tab: 
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59.1 Please identify the relevant factors from Creative Energy’s perspective that should be 

considered in determining the depreciation period of an asset for regulatory rate setting 
purposes. 

In response to BCUC IR 8.4.1, Creative Energy states that the estimated useful life of the Heating TES is 
30 years.  
 
59.2 Considering the Heating Rates Model specifies a depreciation period of 25 years on the 

Summary Tables Tab, please clarify whether the depreciation period for the Heating TES 
continues to be 30 years.   

DCS Rates Model (filed as an attachment to Exhibit B-6 in the Cooling Rates Application) includes the 
following depreciation assumptions under the Project Input Tab: 
 

 
 

59.3 Please provide the estimated useful life of the DCS. If not 30 years, please explain why 30 years 
is the proposed depreciation period in the DCS Rates Model.  

59.4 Please clarify how often Creative Energy performs a review of its depreciation method and 
estimated useful life of its assets.  

In response to BCUC IR 8.7, Creative Energy states:  

As per the CPCN NES Heating Application, the weighted average depreciation period 
was 30.3 years which is essentially equivalent to the 30-year contract term. Creative 
Energy therefore is of the opinion that there is no substantive difference between the 
CPCN NES Heating Application and the current application in regard to depreciation 
periods. [Emphasis added] 

ASPE 3061.18 discusses amortization for property plant and equipment and states:  

The cost of an item of property, plant and equipment made up of significant separable 
component parts is allocated to the component parts when practicable and when 
estimates can be made of the lives of the separate components. 

59.5 Please explain whether Creative Energy is of the view the Heating TES and the DCS are each 
made up of significant separable component parts. If yes, please explain why Creative Energy is 
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not depreciating the Heating TES and DCS based on the estimated useful lives for each of their 
respective components.   

 Reference: RATES MODEL 
Exhibit B-2, BCUC IR 6.13; Exhibit B-5, Heating Rates Model, Project Inputs Tab; Exhibit 
B-6, DCS Rates Model, Project Inputs Tab 
Heating Rates Model and DCS Rates Model – Commitment fee during construction 

Heating Rates Model (filed as an attachment to Exhibit B-5 in the Permanent Heating Rates Application) 
provides the following Regulatory Deemed Capital Structure: 
 

 

DCS Rates Model (filed as an attachment to Exhibit B-6 in the Cooling Rates Application) provides the 
following Regulatory Deemed Capital Structure: 
 

 
 

60.1 Please explain how the commitment fee during construction is determined and included in the 
debt proportion of the deemed capital structure.  

In response to BCUC IR 6.13, Creative Energy states “Commitment Fees reflect the incremental costs 
associated with establishing a new bank lending facility from Creative Energy’s lender to finance the 
construction of the Heating TES.” 
 
Page 9 of the Permanent Heating Rates Application and page 10 of the Cooling Rates Application, 
Creative Energy describes the financing fees included in each of the annual revenue requirements.    

60.2 Please explain how the commitment fee differs from the financing fees. 

 Reference: RATES MODEL 
Exhibit B-1, Heating Rates Model, Forecast Inputs Tab; Exhibit B-5, Heating Rates 
Model, Forecast Inputs Tab; Exhibit B-6, DCS Rates Model, Forecast Inputs Tab  
Heating Rates Model and DCS Rates Model – Electricity forecast demand charge 
calculation 

The Heating Rates Model (filed as an attachment to Exhibit B-1 in the Interim Heating Rates Application) 
includes the following electricity forecast assumptions: 
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The Heating Rates Model (filed as an attachment to Exhibit B-5 in the Permanent Heating Rates 
Application) includes the following Electricity forecast assumptions: 
 

 

61.1 Please explain why the inputs for the forecast electricity demand charge formula in the Interim 
Heating Rates Application does not agree with the Permanent Heating Rates Application (i.e. 
why was 138.83 changed to 50.96).  

61.2 Please explain the impact this change has on variable rates and the overall rates within the 
Permanent Heating Rates Application. 

The DCS Rates Model (filed as an attachment to Exhibit B-6 in the Cooling Rates Application) includes the 
following electricity forecast assumptions:  

 

61.3 Please explain how the input for the forecast electricity demand charge circled in green in the 
above preamble was derived.  

61.4 Please provide Excel Models that specifically references the proposed rate design for the 
Heating TES and DCS.   

61.5 If responses to any IRs result in changes to the Excel Models, please provide an updated version 
of the Heating Rates Model and/or DCS Rates Model and note all revisions made. 
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K. EXTENSION TO SOUTH DOWNTOWN HEATING THERMAL ENERGY SYSTEM  

 Reference: EXTENSION TO SOUTH DOWNTOWN HEATING THERMAL ENERGY SYSTEM 
Exhibit B-5, Section 2.3, pp. 4–5 
Registration of the planned extension 

On pages 4 and 5 of the Permanent Heating Rates Application Creative Energy states: 

Creative Energy has registered a planned extension to the Heating TES to serve a fifth 
building at 889 Pacific Street. The extension will consist of an energy transfer station 
and distribution piping in the 700 and 800 blocks of Pacific Street. 

[…] 

… the planned in-service date of the extension of October 2021 

62.1 Please provide the following information for Creative Energy’s proposed extension of the SoDo 
Heating TES to 889 Pacific Street (Building No. 5) (Heating TES Extension): 

a) Schedule of project milestones including, construction commencement and end dates, 
commissioning period, and planned in-service date if revised from October 2021; 

b) Expected occupancy date of Building No. 5; 
c) Estimated capital and development costs, and include the AACE class of estimate; and 
d) Forecast annual operating and maintenance costs by year from 2020 through to 2023. 

62.2 Please discus the risks associated with the timing delays on the execution of the proposed 
Heating TES Extension. Please identify the mitigation measures proposed to address these 
identified risks.  

62.3 Please confirm, or otherwise explain, that Creative Energy intends to provide both heat and hot 
water to Building No. 5. 

62.4 Please confirm that the planned in-service date for the extension to 889 Pacific is October 2021.  
If not confirmed, please provide revised in-service date.  

 Reference: EXTENSION TO SOUTH DOWNTOWN HEATING THERMAL ENERGY SYSTEM 
SoDo Heating CPCN Application, Exhibit B-1, Schedule 2, p. 1 
Future extensions  

On page 1 of Schedule 2 to Exhibit B-1 in the SoDo Heating CPCN Application, Creative Energy provides a 
drawing titled “Pacific Street DPS and DPS Service to Bldg. #4 From Bldg. #3.” The drawing is reproduced 
in part below and shows capped distribution piping running eastwards along Pacific Street: 



Creative Energy Heating & Cooling Rates at the VHD | BCUC IR No. 2 48 of 53 

 

63.1 With the exception of the building identified in the Heating TES Extension Application, please 
discuss whether Creative Energy intends to extend service to any other customers. 

 Reference: REQUEST FOR APPROVAL 
Exhibit B-1, Section 2.1, p. 2; Exhibit B-9, Panel IR 1.2, 1.2.2, 1.2.3; BCUC Order G-260-
19 
Interim rates  

On page 2 of its Interim Heating Rates Application, Creative Energy states that the RDDA will “record 
annual revenue deficiencies or surpluses resulting from the difference between annual revenue at the 
approved rates and the annual cost of service” and that “the account balance would be reduced to zero 
within the 30-year term over which rates are forecast.” 
 
In response to Panel IR 1.2.2, Creative Energy states that “[t]he interim rates currently in place are too 
low, and maintaining these rates for 2021 would result in an extraordinary addition to the RDDA and an 
unreasonable lag in the recovery of the cost of service in that year as compared to the proposed 
levelized rates for the period 2020-2023.” [Emphasis added] 
 
64.1 Please confirm, or otherwise explain, that Creative Energy refers to the interim capacity charge 

when stating that “interim rates currently in place are too low and maintaining these rates for 
2021 would result in an extraordinary addition to the RDDA.” 

64.2 Please complete the following table showing the annual additions to the proposed RDDA during 
the period 2020 to 2023 under the following scenarios: 

• Scenario 1: Assuming the levelized capacity charge as proposed in the evidentiary update to 
the Heating Application is approved; and 

• Scenario 2: Assuming the current interim rates remain in place until the end of 2021 and 
permanent rates (including the rate impact of the proposed Heating TES Extension) are 
approved for the 2022-2023 test period. 
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Annual RDDA 
additions ($) 

2019 
(partial) 

2020 2021 2022 2023 

Scenario 1      

Scenario 2      

 
64.3 Under Creative Energy’s proposed 30-year rate levelization period, please confirm, or otherwise 

explain, that both Scenarios 1 and 2 would result in the same “unreasonable lag” to recover the 
cost of service for 2021. 

Directive 1 of BCUC Order G-260-19 states that “the BCUC will determine the manner by which any 
variance between the approved interim rates and permanent rates, including interest if any, will be 
refunded to or collected from ratepayers at the time the BCUC renders its final decision on the 
Application.” 
 
64.4 Please confirm, or otherwise explain, that if the BCUC does not approve the variances between 

the approved interim rates and permanent rates to be recorded in the RDDA, there would be no 
“unreasonable lag” in the recovery of the cost of service for the years during which interim rates 
were in place. 

64.5 Please explain how Creative Energy proposes to record the difference, if any, between BCUC 
approved interim and permanent rates (i.e. will it be included in the proposed RDDA).  

In response to Panel IR 1.2, Creative Energy states “a future rates application for a period beginning in 
2024 can consider the rate impacts of both the extension to 889 Pacific Street and of the relocation of 
the temporary boiler plant (or change in the source of thermal energy as applicable).”  
 
In response to Panel IR 1.2.3, Creative Energy states: 

…a single rates application for a test period beginning in 2024 that factors in the cost of 
service impacts of both the extension and relocation of the temporary boiler plant 
would promote regulatory efficiency as compared to any alternative that would require 
an additional rates application to be filed in the intervening period. 

64.6 Considering the planned in-service date of the Heating TES Extension is October 2021, and 
Creative Energy’s proposal above is to file a single rates application for a test period beginning in 
2024, please discuss whether Creative Energy’s shareholder are planning to bear the risks 
between the CPCN approval date (assuming it will be approved) and the next future application. 

 
L. TEMPORARY BOILER PLANT 

 Reference: TEMPORARY BOILER PLANT 
Exhibit B-2, BCUC IR 4.2, 4.9 and 6.9 
Relocation of temporary boiler plant 

In response to BCUC IR 4.2, Creative Energy states:  

Exploratory discussions have been undertaken with the City of Vancouver in regard to 
the Granville Loops parcel of land, but the developer of that land has not been publicly 
named and Creative Energy has not been able to make significant progress as of yet. 

65.1 Please discuss any progress achieved in identifying a new location for the containerized boiler 
system. 
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In response to BCUC IR 4.9, Creative Energy states:  

Creative Energy has engaged an expert consultant, Integral Group, to perform a study 
on the viable options and costs (class D) for the relocation of the containerized boiler 
plant, as well as additional customers that could be connected to offset relocation costs. 

Creative Energy states, in response to BCUC IR 6.9:  

The study was completed and a report generated in June 2019 as expected. A copy of 
the report is provided as Confidential Attachment 4.9. Generally, the report found that 
there were low carbon alternatives that were technically feasible, but financial modeling 
determined that none of the alternatives were viable. 

65.2 Please discuss whether it is Creative Energy’s intention to move the VHD off natural gas fired 
boilers. And if so, please discuss any proposed plans and the earliest this move would be 
possible.  

 Reference: TEMPORARY BOILER PLANT 
Exhibit 9, BCUC IR 2.1 
SoDo Heating CPCN Application, Exhibit B-1, Section 3.2, p. 32; Exhibit B-2, BCUC IR 
15.2, 31.2. 
Relocation of temporary boiler plant or alternative energy source  

In response to Panel IR 2.1, Creative Energy states:  

Creative Energy incurred some minor costs to assess possible plant locations (less than 
$25,000) prior to the filing of the CPCN Application for the Heating TES. Creative Energy 
does expect to incur further costs related to the relocation prior to the end of 2023 and, 
as the details have not yet been finalized, no cost forecasts have been prepared. Any 
costs incurred during 2020-2023 associated with the relocation of the Temporary Boiler 
Plant or a change to the source of thermal energy for the development will be 
capitalized. 

66.1 Please clarify whether the $25,000 has been recorded and reflected in the final capital and 
development costs for the Heating TES. If so, please explain why.   

66.2 Please clarify how the relocation of the temporary boiler plant or a change to the source of 
thermal energy for the development will take place prior December 31, 2023, yet not incur 
associated costs prior to the end of 2023, as stated in the preamble.  

Further in response to Panel IR 2.1, Creative Energy states:  

…Creative Energy is having discussions with the City of Vancouver and nearby 
developers about potential plant locations, as well as studying the potential to extend 
Creative Energy’s Core steam system and install steam-to-hot-water conversion. As of 
yet, no decisions have been made as to the preferred solution. [Emphasis added] 

On page 32 of the SoDo Heating CPCN Application, Creative Energy states:  

While Creative Energy originally considered connection of the NES to the existing 
Creative Energy steam system, the efficiency of the steam system did not meet 
requirements set by the City of Vancouver or those needed for the building to achieve 
the City's desired Leadership in Energy and Environmental Design (LEED) certification. 

In response to BCUC IR 15.2 of the SoDo Heating CPCN Application, Creative Energy stated:  
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The City of Vancouver’s requirements under the Green Building Rezoning Policy are 
different if the building is connected to a low carbon energy system (as verified by the 
City) versus not connected. … . Simply put, district energy for rezoned buildings in the 
City of Vancouver is generally only possible if there is a low carbon fuel source. As of 
2020, these requirements will be passed to the Vancouver Building Bylaw, which means 
that all new construction will only connect to district energy if there is a low carbon 
source. 

Because of these requirements and the significant capital cost of extending the steam 
lines, connection to the steam system is only viable if there is some form of low carbon 
source. The only practical low-carbon source that can produce steam on the scale of the 
Creative Energy steam system is bio-energy via combustion. For the reasons …, this is 
not feasible for the project. 

66.3 Considering that extending the steam system was not considered a feasible source of thermal 
energy in the SoDo Heating CPCN Application, please explain what has changed that makes it a 
potential alternative at this time.  

66.4 Please discuss if there are any other alternative energy sources being considered at this time.  

66.5 If the temporary boiler plant is no longer used to provide thermal energy and is replaced by 
Creative Energy’s Core steam system, please identify any assets that would be stranded.   

66.5.1 Please discuss whether Creative Energy would be responsible for any asset retirement 
activities, including but not limited to decommissioning, dismantling and removal costs.  

In response to BCUC IR 31.2 of the SoDo Heating CPCN Application, where Creative Energy was asked 
about the scenario where the temporary boiler plant cannot be relocated to a permanent location on 
City owned land, Creative Energy stated:  

In this unlikely case, Creative Energy would have to work with private landholders of 
existing and upcoming developments to find a location for a boiler plant to serve the 
existing load. This could entail risk of higher cost, which might then also entail a risk of 
an increase in rates to customers. These matters, if applicable, would be subject to 
review in a CPCN and rate application for the relocation of the plant. 

66.6 Please elaborate as to why Creative Energy is having discussions with developers nearby on 
potential locations for the boiler plant.   

66.7 If a permanent location on City owned land cannot be identified, please provide the expected 
costs associated with relocating the boiler plant to private land (i.e. lease costs, etc).  

66.8 Please discuss whether the City of Vancouver has confirmed that permanent location on City-
owned land is not available.  

M. CITY OF VANCOUVER LOW-CARBON ENERGY POLICY 

 Reference: CITY OF VANCOUVER LOW-CARBON ENERGY SYSTEMS POLICY  
City of Vancouver Low-Carbon Energy Systems Policy, Section 8, pp. 4–5; Exhibit B-9, 
Panel IR 3.1 
LCES Type 4: Existing Utility-Owned District Energy System 

Section 8 of the City of Vancouver’s Low-Carbon Energy Systems (LCES) Policy (LCES Policy) is copied 
below for ease of reference. 

LCES Type 4: Existing Utility-Owned District Energy System  
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This type refers to an existing utility-owned district energy system that is not yet a 
permanent LCES. As a temporary bridging measure before such a utility builds or 
connects to a permanent low carbon energy plant and becomes a permanent LCES, the 
utility must be able to obtain a reliable source of low-carbon energy. Such utility must 
also have a plan and commitment to build or connect to a permanent low-carbon 
energy plant in order to provide permanent low-carbon energy to the developments 
served by it. Type 4 LCES must meet the following requirements:  

(a)  during the interim period before the utility becomes a permanent LCES, the utility 
must be able to obtain a reliable source of low carbon energy (which could 
include, without limitation, renewable natural gas, Aggregation as per section 10 
of this Policy, or installation of temporary on-site low carbon heating equipment), 
and must supply such low-carbon energy to the proposed development for it to 
meet the City’s GHG limits, all in accordance with the Utilities Commission Act and 
any BCUC approvals as necessary;  

(b)  there must be a feasibility study and business plan confirming the technical and 
financial viability of building or connecting to a permanent low carbon energy 
plant and investing in all necessary ancillary equipment in order to provide 
permanent low carbon energy to the proposed development;  

(c) there must be evidence that the utility is making real and measurable progress 
towards being able to provide permanent low carbon energy to the proposed 
development;  

(d)  if the City is satisfied as to the viability and progress of providing permanent low 
carbon energy to the proposed development, there must be one or more binding 
agreements between the utility and the City, or some other framework as may be 
determined by the City, to ensure that the utility commits to, and makes real and 
measurable progress towards, providing permanent low carbon energy to the 
proposed development. Such agreement or framework may include the following 
requirements:  

(i)  key milestones to be achieved by the utility; 

(ii)  a commitment by the utility to build or connect to a low-carbon energy plant 
once agreed criteria are met;  

(iii)  a commitment by the utility to the City to:  

annual reporting of the energy used and provided by the LCES; and  

continue to comply with section 8(a) until such time that the utility is 
able to provide permanent low carbon energy to the proposed 
development; and  

(iv)  any other requirement that the City considers necessary;  

(e)  there must be a covenant registered in favour of the City on the title of new 
development requiring such development to comply with the City’s GHG limits 
during the period of interim low carbon energy supply; and  

(f)  if the utility has entered into an agreement with, or has otherwise made 
commitments to meeting certain milestones including building, or connecting to, a 
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low carbon energy plant in accordance with section 8(d), the City must be satisfied 
that the utility is making real and measurable progress towards those 
commitments.  

The City intends to reassess this LCES type two years after this Policy initially takes effect 
and periodically thereafter to determine whether it provides a realistic pathway to 
achieving reliable and permanent GHG reductions in buildings. If the City is not satisfied 
that a utility is making sufficient progress towards providing permanent low-carbon 
energy from its existing district-scale system, the City may no longer make this Type 4 
LCES path available to new developments. [Emphasis added] 

Panel IR 3.1 asked Creative Energy to confirm, or otherwise explain, that the Heating TES falls under the 
City of Vancouver’s LCES policy. In response, Creative Energy stated that “The SODO Heating TES is a 
natural gas fueled system without any low carbon energy, and thus does not qualify as a Low Carbon 
Energy System under the City of Vancouver’s LCES Policy.” 
 
67.1 As outlined in Section 8 of the LCES Policy, copied above for ease of reference, the fourth type of 

energy system captured under the LCES Policy is described as “an existing utility-owned district 
energy system that is not yet a permanent LCES.” Please explain why, as a natural gas fueled 
utility-owned system without any low carbon energy, Creative Energy’s Heating TES does not 
qualify as “an existing utility-owned DES that is not yet permanent” and therefore does not fall 
under the LCES Policy. 

67.2 If Creative Energy’s Heating TES has been exempted by the City of Vancouver from Section 8 of 
the LCES Policy, which include inter alia the requirement to obtain a reliable source of low 
carbon as a temporary bridging measure in the interim period before the utility becomes a 
permanent LCES, please submit an official letter or other correspondence from the City of 
Vancouver to Creative Energy exempting the Heating TES from the obligation of procuring a 
LCES before the end of 2023. 

67.3 If Creative Energy has obtained a formal exemption from Section 8 requirements from City of 
Vancouver officials, please file that exemption on record in this proceeding. 

If Creative Energy has not obtained a formal exemption from Section 8 requirements from City of 
Vancouver officials, please respond to the following IRs, to which Creative Energy has not responded to 
in Exhibit B-9. 

67.4 Please describe what temporary bridging measures Creative Energy is planning to implement to 
obtain a reliable source of low-carbon energy before the utility becomes a permanent LCES (e.g. 
renewable natural gas, Aggregation per section 10 of the LCES Policy, or installation of 
temporary on-site low-carbon heating equipment). 

67.5 Please discuss the potential for increased capital expenditures and operation and maintenance 
(O&M) costs and related rate impacts, if, at any point during the proposed 2020-2023 test 
period, Creative Energy were to be required by the City of Vancouver to implement temporary 
bridging measures to satisfy the LCES Policy before the utility becomes a permanent LCES. 

67.6 Considering Creative Energy’s proposed rate design for heating, which includes a proposed 
Revenue Deficiency Deferral Account and a variable charge that flow-through all fuel costs to 
the customers, please discuss which party/parties would bear the risks of increased costs to 
meet the LCES Policy. 

  




