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EXECUTIVE SUMMARY

On November 28, 2014, Creative Energy Vancouver Platforms Inc. (Creative Energy) filed its 2015-2017 Revenue
Requirements Application (RRA) with the British Columbia Utilities Commission (Commission), pursuant to
sections 59-61, and 89 of the Utilities Commission Act. On February 27, 2015, Creative Energyfiled an
Evidentiary Update toits 2015-2017 RRA, reflecting numerous corrections, recalculations and reclassifications in
response to information requests by the Commission and the Commercial Energy Consumers Association of
British Columbia.

Creative Energy seeks approval of the following:

e Increasesinthe Steam Tariff portion of the rates of 13.5%, 1% and 1.6% effectiveJanuary 1, 2015,
January 1, 2016 andJanuary 1, 2017 respectively. Theserates were subsequently revised to be
13.3%, 4.0%, and -0.9%, respectively;

e Recognition of the After-taxPension Assetin rate base effective January 1, 2015;

e Certain new deferral accounts;

e Formersenior managementtransition costs;

e Increasesinoperatingcostsand certain capital expenditures; and

e Incorporation of the impact of the allowed equity component of 42.5% in the capital structure with
a 9.5% returnon equity (ROE) in rates.

Creative Energy operates a natural gas-fired steam district energy systemin Vancouver’s downtown business
district which serves over 200 customers, including office buildings, condominiums, hotels, etc. The City of
Vancouverhasselected Creative Energy as its franchisee to pursue low-carbon neighborhood energy systems
(NES) in Northeast False Creek (NEFC) and Chinatown. Action plans contemplated include conversion of the
Creative Energy system from natural gas to a low carbon energy source, and expansion of nei ghborhood energy
systemsto new developments and existing natural gas-heated buildings in high density areas. Due to recent
ownership, board and management changes as well as the new plans, Creative Energy clearlyisacompanyin
transition, whichis embarking on a majortransformation. This transition may impactthe cost of service
providedtothe current customers of the core steam system.

In this Decision, the Panel endeavours to balance the interests of Creative Energy and its core customers. The
utility must be sufficiently compensated for the servicesit provides and have areasonable opportunity to earn
itsallowed return oninvestment. Atthe same time, the Panel mustto ensure that core customers are not
payingratesthat are unjust or unreasonable and that they are not unfairly subsidizing business development
activities of Creative Energy.

The Panel will referto Creative Energy’s “core” business as consisting of its current mature set of existing
customers and related infrastructure. The intent is to differentiate Creative energy’s core business from
proposed new neighbourhood district energy systems. Because the review proce ss of the recently filed NEFC
CPCN applicationisstill on-going, the Panel takes guidance from section 60(2) of the UCA for the purposes of
this RRA Decision. Accordingly, the determinations in this Decision that relate to the



potential approval of the NEFCCPCN considerthe future NEFC customers adistinct orspecial areaserved by
Creative Energy. Some of these considerations are required because the expectationisthatatleastin the short
termthe NEFC, shoulditbe approved, will receiveits primary energy supply fromthe core system.

Given the utility’s transitional nature and the uncertainty created by it, lack of a clear approach to resource
sharingbetween the core and other businesses, as well as takinginto account the inconsistencies, multiple
corrections and adjustments found in the evidence, the Panel finds that approval of only aone year test period
for 2015 iswarranted. Accordingly, the Panel declines to approve the three yeartest period 2015-2017 sought
by Creative Energy.

The notable disallowances oradditional directives in the revenue requirements include the following:

e Compensation forthe new Vice President, Business Developmentto be includedinthe 2015
revenue requirement reduced from 50% to 25%;

e Transition costs for one of the two formersenior executives are denied; and

e Creative Energyistoapplyits weighted average cost of debtto the most current balance of the Fuel
Cost Stabilization Accountand treat the resultantinterest cost (customer credit) as a revenue offset
inthe 2015 revenue requirements.

Key approvalsinclude the following:

e Finaldeliveryratesforall steam customers effectiveJanuary 1, 2015, subjecttothe filing of the
adjustments to the 2015 revenue requirements outlined in this Decision;

e Recognition of the After-taxPension Assetin rate base effective January 1, 2015 by addition of
$414,012, whichrepresents the mid-year Regulatory Pension Asset;

e A Regulatory Transitional Adjustment Deferral Account (pension related) to amortize the balance of
$301,777 overathree-yearperiod, commencinglanuary 1, 2015;

e The creation of a Pension Expense Deferral Account to capture the variance between the forecast
Pension Expense recovered inrates and the Pension Expense reported in financial statements;

e Theamortization of the 2013/2014 GenericCost of Capital (GCOC) Deferral Accounttoincorporate
the impact of the 9.5% ROE on the 42.5% equity component approvedinthe GCOCStage 2
proceeding. The balance of $333,012 isto be amortized and recovered from customers overtwo
years commencingJanuary 1, 2016; and

e The 2015 loadforecastisaccepted. However, Creative Energy is directed to consider other methods
of load forecastinginits next RRA. If use of customersurveys asthe primary methodology
continues, Creative Energy should consideradjusting forany inherent biasinthe customerdriven
forecasts.

Additional filings and studies directed by the Panel include:

e Along-termresource plan (LTRP) regarding the existing steam utilityto be filed no later than two
years following this Decision, and prior to making an investment decision regarding any low carbon
fuel switch that may impact the existing steam customers. The LTRP is to include information
available fromthe fuel switch feasibility study;



e A proposal forthe permanent treatment of the Fuel Cost Stabilization Account to be filed with the
next RRA;

e A Phaselrate designapplicationto be filed within one year from the date of this Decision,
specificallyinregard to recovery of fuel costs. Subject to the pending decision onthe NEFCCPCN, a
comprehensive rate design study (Phase Il) may be required later;

e Creative Energyistoinclude anannual reconciliation of the Fuel Cost Stabilization Account with its
Annual Report filings and with its Annual Gas Contracting Plan filing;

e A costallocation methodology to be filed within two years of this Decision to address resource
sharing, costallocation policies and the Panel’s concern on potential cross-subsidization; and

e Acapitalized overhead study inthe next RRA outlining Creative Energy’s policies on allocating costs
from O&M to capital.

The Panel expectsthatthe compliance filing, which takes into account all approvals and disallowances, will
resultinan increase to the Steam Tariff portion of the rates. However, the Panel considers that the overall bill
impactwill still be inthe range of reasonableness for Creative Energy’s customers.



1.0 INTRODUCTION

1.1 Background

Creative Energy Vancouver Platforms Inc. (Creative Energy, orthe Company) operates as a publicutility selling
energy inthe form of steam, serving 200 plus customers' inthe downtown core in the City of Vancouver (CoV).
Creative Energy (formerly Central Heat Distribution Ltd. (CHDL)) was acquired by Creative Energy Canada
Platforms Corp. (Creative Energy Canada) in March 2014, which was followed by the appointment of anew
Board of Directors and a change in management.

1.2 Application and approvals sought

On November 28, 2014, Creative Energy filedits 2015 to 2017 Revenue Requirements Application (RRA) with the
British Columbia Utilities Commission (Commission) seeking toamend its Steam Tariffs for each of the three
years (Application). The Steam Tariff changes being proposed are:

e 13.5% increase effectiveJanuary 1, 2015;
e 1% increase effective January 1, 2016; and
e 1.6% increase effective January 1, 2017.

Amongotherrequests containedinthe evidence of this proceeding, Creative Energy seeks approval for the rate
base treatment of the pension asset, approvals for certain deferral accounts, and anincrease inits operating
costs and capital expenditures for each of the three years.

13 Legislative framework

Rates

Creative Energyfiledits 2015-2017 RRA pursuantto sections 59-61 and 89 of the Utilities Commission Act (UCA).
Section 59 (1)(a) of the UCA providesthata publicutility must not make, demand orreceive an “unjust,
unreasonable, unduly discriminatory or unduly preferential rate” forits services. The UCA further provides that
the Commission Panel isthe sole judge of determining whetherarate is unjust or unreasonable, orwhether
thereisundue discrimination, preference, prejudice or disadvantage respecting arate (s. 59(4)). Specifically, the
UCA sets out the parameters forrate setting. It providesthatarate is unjustor unreasonableifitis more thana
fairand reasonable charge for service of the nature and quality provided by the utility (59(5)(a)) orifitis
“insufficienttoyield afairand reasonable compensation forthe service provided by the utility, ora fairand
reasonable return on the appraised value of its property” (59(5)(b)).

! ExhibitB-6, CEC IR 2.3.1.2.



Nature of service

The Definitions section of the UCA defines service asincluding

(a) The use and accommodation provided by a publicutility,

(b) A productor commodity provided by a publicutility, and

(c) The plant, equipment, apparatus, appliances, property and facilitiesemployed by orin connection with a
publicutility in providing service oraproduct or commodity forthe purposesin which the publicutility
isengaged andfor the use of and accommodation of the public;

Pursuantto section 60(1)(c) of the UCA, if the publicutility provides more than one class of service, the
commission must
(i) Segregate the various kinds of service into distinct classes of service,
(ii) In settingarate to be charged forthe particularservice provided, consider each distinct class of
service as a self-contained unit, and
(iii) Seta rate for each unitthatit considerstobe justand reasonable forthat unit, without regard to
the rates fixed forany otherunit.

Pursuantto section 60(2) of the UCA,

“In setting arate underthis Act, the commission may take into accounta distinct or special areaserved by a
publicutility with aview to ensuring, so faras the commission considersitadvisable, that the rate applicablein
each areais adequate toyield afairand reasonable return on the appraised value of the plant orsystem of the
publicutility used, or prudently and reasonably acquired, for the purpose of providing the service in that special
area.”

Long-Term Resource Plan
Section 44.1(2) of the UCA setsoutthat “a publicutility mustfile with the commission, in the formand at the

timesthe commission requires, along-term resource planincludingall of the following:

(a) an estimate of the demand forenergy the public utility would expect to serve if the public utility does
not take new demand-side measures during the period addressed by the plan;

(b) a plan of how the publicutility intends to reduce the demand referred to in paragraph (a) by taking
cost-effective demand-side measures;

(c) an estimate of the demand forenergy that the publicutility expects to serve afterit has taken cost-
effectivedemand-side measures;

(d) a description of the facilities that the public utility intends to construct orextendin orderto serve
the estimated demand referred to in paragraph (c);

(e) informationregarding the energy purchases from other persons that the publicutility intends to
make in order to serve the estimated demand referred to in paragraph (c);

(f) an explanation of why the demand forenergy to be served by the facilities referred toin paragraph
(d) and the purchasesreferred toin paragraph (e) are not planned to be replaced by demand-side
measures;

(g) any otherinformation required by the commission.”



Subsection 44.5(3) states:

The commission may exempta publicutility fromthe requirementtoincludeinalong-term
resource plan filed undersubsection (2) any of the information referred to in paragraphs (a) to
(f) of that subsectionif the commissionis satisfied that the informationis not applicable with
respectto the nature of the service provided by the public utility.

Subsection 44.1(5) states “[t]he commission may establish a process to review long-term resource plansfiled
undersubsection (2).”

Included amongthe items set outin subsection 44.1(8) that the Commission must consider, are the applicable
British Columbia energy objectives and the interests of current and future customers of the utility.

14 Regulatory process

Creative Energy filed its original Application on November 28, 2014 requesting, among other things, thatits
proposedratesforlanuary 1, 2015 be approved onan interim basis. By Order G-198-14, which established the
preliminary timetable for review of the Application, the Commission granted approval foraninterim rate
increase of 7.9%, effective January 1, 2015, subject to adjustments following the review and final decision for
this Application.

The regulatory review originally encompassed one round of information requests (IRs) and responses. However,
afterthe Commission reviewed the firstround of IR responses and subsequent evidentiary update filed by
Creative Energy on February 27, 2015 (ExhibitB-1-1), the Commission Panelextended the review toinclude a
second round of IRs. The Panel also accepted the filing of Creative Energy’s 2014 Financial Statements on

April 24, 2015%, which marked the closing of evidence in this proceeding.

The sole intervenerin this proceeding was the Commercial Energy Consumers Association of British Columbia
(CEC). CEC submits thatthe primaryinterestgroup it representsisthe Building Owners and Managers
Association (BOMA) of British Columbiain this proceeding, which is comprised of owners and/or managersof a
significant number of the buildings served by Creative Energy.>

Final Submissions fromthe applicantand interveners were received on April 27 and May 4, 2015, respectively. A
reply submission from Creative Energy was received on May 11, 2015.

The Panel has considered all of the evidencefiled by the applicantand intervenersin this proceedingin making
its final determinations as outlined in this Decision.

% ExhibitB-7.
* ExhibitC1-3.



15 Key Stakeholders

The following diagram depicts the key stakeholders, agreements and relationships.

Diagram 1

Creative Energy RRA — Key Stakeholders
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1.6 Approach to this Decision

In this Decision, the Panel endeavours to balance the interests of Creative Energy and its core customers. The
utility must be sufficiently compensated forthe servicesit provides and have areasonable opportunity to earn
itsallowed returnoninvestment. Atthe same time, the Panel mustto ensure that core customers are not
payingratesthat are unjust or unreasonable and also not unfairly subsidizing business development activities of
Creative Energy that may notresultin future benefitstothe core customers. Thisis an especially challenging
undertaking atthe time when Creative Energy is embarking on a major business transformation.

A numberofimportantissues arose within this proceeding that provide context forthe structured review of this
Application. Theseare:

(i) the transitional natural of Creative Energy’s current business;

(ii) the evidence on capital structure and the appropriate cost of capital;
(iii) the absence of a long-term resource plan;

(iv) the length of the test period being sought;

(v) the forecasting methods employed; and finally

(vi) consideration of the rate impact versus bill impact to customers.

These importantissues are discussed in Section 2 of this Decision.

Section 3 addressesthe requirementto file along-termresource plan (LTRP). Section 4deals with Creative
Energy’sfuel costadjustment methodology. An examination of issues related to operations and maintenance
expensesisundertakeninSection 5, including a consideration of the management transition costs. In Section 6,
Creative Energy’sload forecastis examined, followed by a discussion of capital expendituresin Section 7.
Section 8 contains an assessment of Creative Energy’s pension related issues. Finallyin Section 9, the Panel
examines anumberof issues raised withinthe proceeding and provides determinations or direction where
appropriate. Alist of recommendations forimprovements to the preparation of revenuerequirement
applications (RRAs) forfuture proceedingsisalso provided.

In addition, throughout this Decision the Panel emphasizes the concerns related to the cost, benefits, and risk
exposure to be shared between the core customers of Creative Energy’s existing system and the new customers
of any otherfuture district energy system owned by Creative Energy. Theseissues are raised in specific
applicable parts of this Decision.

For clarification, the Panelwillreferto Creative Energy’s “core” business as its current mature set of existing
customers and relatedinfrastructure inthe downtown business district. The intentis to differentiate Creative
Energy’s core business with proposed new neighbourhood district energy systems with mandatory connections.
As shownin Diagram 1, the expectationisthatatleastinthe shorttermthe NEFCand Chinatown TES proposed
projects will receive their primary energy supply fromthe core system should they be approved. Furthermore,
both the core system and the proposed TES projects are legally owned by the same company, Creative Energy.
Due to the early stage of the project development, there have been no decisions made regarding how properly



distinguish, forregulatory purposes, the core customers from the future customers of the new TES syste ms. The
Panel notesthatinthe NEFC CPCN application, Creative Energy is seeking approval of atwo part rate design,
consisting of a fixed charge and variable energy recovery charge which is comparable to the rate design for
othernew hot watersystemsin B.C.

Because the review process of the NEFCCPCN applicationis stillon-going the Panel takes guidance from section
60(2) of the UCA for the purposes of this RRA Decision. Accordingly, the determinationsinthis Decision that
relate tothe potential approval of the NEFC CPCN considerthe future NEFC customers adistinct orspecial area
served by Creative Energy.

2.0 CONTEXTUAL ISSUES

21 Company in transition

The City of Vancouver has adopted an action planto reduce greenhouse gas emissions. A high priority strategy
of the Greenest City 2020 Action Planis to pursue low-carbon neighbourhood energy systems (NES) for high-
density mixed-use neighbourhoods. The Vancouver Neighbourhood Energy Strategy focuses on high density
areas of the city including the downtown, Cambie corridorand central Broadway areas. Forthe downtown area,
the key Neighbourhood Energy Strategy actions are to convert the Creative Energy system from natural gasto a
low carbon energy source and to expand neighbourhood energy to new developments and existing gas -heated
buildingsin high density areas.”

In 2013, Creative Energy Canada Platforms Corp., the parent company of Creative Energy, enteredintoa
Memorandum of Understanding with the City of Vancouver with respect to:

¢ Northeast False Creek (NEFC) and Chinatown: Establishment of a NES for NEFC and Chinatown. A
Franchise Agreement was subsequently executed on May 26, 2014 between the City and Creative
Energy. In this agreement, Creative Energy has committed to providing heatto new developments
in NEFC and Chinatown, and the heat will be required to be from low-carbon sources by 2020. The
City has committed to considerenactment of a by-law compelling connection of new
developmentsto the system. A separate application has been submitted to the Commission by
Creative Energy for a Certificate of Public Convenience and Necessity (CPCN).

e Conversion of Downtown Steam System: Creative Energy Canadawill conduct the feasibility
analysis and business planningforalow carbon conversion of the existing Downtown steam plant.

e South Downtown: Creative Energy Canadawill consider the establishment of aNESfor the South
Downtown area.

* ExhibitB-2, p. 2.



e Other Expansion Areas: Creative Energy Canada and the City of Vancouver will explore options
for neighbourhood energy initiatives in the West End, Downtown Eastside and other potential
NES expansion areas.’

Creative Energy submits the Company is now uniquely positioned to meet expectations of both core customers
and customersin areas of the downtown and elsewhereinVancouvernotformerly served by it. Creative Energy
furthersubmits those expectations definethe objectives of the Company, and are consistent with its obligations
underthe UCA. Creative Energy believes that the Application achieves a balance between core customers and
growth. It states that growth offers the possibility to reduce costs and risks for the core through economies of
scale, shared overheads, and lower stranded investment risk for existing Assets.®

While Creative Energy is embarking on these business development plans, the Panel wishes to ensure that
interests of core customers are protected. Resource sharing, rate design, and potential cross-subsidization are
examples of issues that require further consideration.

2.2 Capital structure and cost of capital evidence

By Order G-20-12, the Commission established a Generic Cost of Capital (GCOC) proceedingtoreview the
appropriate cost of capital fora benchmark low-risk utility and to determinethe allowed cost of capital forall
utilities withinits jurisdiction as compared to the established benchmark. The Stage 1 Decision established
FortisBC Energy Inc. as the benchmark with an allowed 8.75% return on equity (ROE) effective January 1, 2013.’
The Stage 2 Decision of the GCOC proceeding divided utilities into three groups. Group 3 included thermal
energy system (TES) utilities such as Creative Energy, Corix Utilities Inc., River District Energy Limited Partnership
and FortisBC Alternative Energy ServicesInc.

By Order G-47-14, the Commission determined that the common equity component for small TES utilities,
effectiveJanuary 1, 2013, isa minimum default capital structure consisting of 57.5% debtand 42.5% common
equity. The Commission further determined that the minimum default risk premium over the benchmarkis

75 basis points (bps). Central Heat was also awarded the default 42.5% equity ratio and 75 bpsrisk premium as
transitional amounts due toits changing business environment. However, Central Heat was directed tofile
within 12 months of the date of the Stage 2 Decision (March 24, 2015) eithera 2016 or multi-year RRA with the
Commission, reflecting the new business plan with acomprehensive justification forthe equity thickness and
equity risk premium.® The Commission subsequently extended the Creative Energy’s deadline for the cost of
capital related filingto May 1, 2015.

Wheninitiatingits review of the current RRA the Commission also determined that permanent rates for 2016
and 2017 will be setsubject to a final determination on Creative Energy’s ROE and deemed equity thickness.’

ExhibitB-2, p. 3.

Creative Energy Final Submission, para.10,12,p. 5

Generic Cost of Capital Proceeding (Stage 1) Decision, May 10, 2013.

Generic Cost of Capital Proceeding (Stage 2) Decision, March 25,2014, p. 132.

5
6
7
8
° Order G-198-14, December 15, 2014.



On May 1, 2015, Creative Energy filed with the Commission adocument entitled “A Report by Creative Energy
Vancouver Platforms Inc. re: Business Risks and Cost of Capital .”*° On May 20, 2015, the Commissionissued
Order G-85-15 which determined thatthe approved return on equity and deemed equity thickness for Creative
Energy will continue to be based on the default equity thickness of 42.5% and equity risk premium of 75 bpsfor
regulated Thermal Energy System:s.

In conclusion, the permanent rates for 2015 will reflect the allowed default structure of 42.5% equity ratioand
9.5% ROE.

2.3 Test period for this Application

The current Applicationisforamulti-yeartest period, coveringthe revenuerequirements for the years 2015 —
2017. If approved, Creative Energy would incorporate Steam Tariff adjustments effective January 1* for each of
those years, relieving Creative Energy of the need tofile further adjustments over the next two years. Although
multi-year applications will encompass a certain degree of forecasting risk, this risk is offset by the savings on
annual regulatory costs and also allows the utility tofocus onits operations ratherthan regulatory processes.

The Panel has considered the evidence submitted in this proceeding, and as a result denies the 3-year test
period sought. In addition to the previous discussion on the utility’s transitional nature, the Panel tookinto
account the inconsistencies, multiple corrections and adjustments found in the evidence of this proceeding
which will be furtherdiscussed in various sections of this Decision. Accordingly, the Panel finds that approval of
only a 1 year test period for 2015 is warranted.

While some regulatory efficiencies may be gained with amulti-yeartest period, the Paneldoes not find this to
be appropriate given the current business circumstances facing Creative Energy. The Panelis concerned that
certainregulatory rate making concepts and processes may not have been thoroughly considered. Furthermore,
the Panel questions the reliability of information presented in this proceeding, given the multiple corrections
and adjustments made throughout the evidentiary period. The Panel encourages Creative Energy to meet with
Commission staff for further guidance on regulatory filings and processes. A more detailed discussion on this
issue will be addressedin section 9.4.

2.4 Accounting Methods

Utilities have adopted the Generally Accepted Accounting Principles (GAAP) of International Financial Reporting
Standards, US GAAP or Accounting Standards for Private Enterprises (ASPE) for financial reporting. Forecasts
made to determine a utility’s Cost of Service in a Revenue Requirements Application are not normally prepared
on a cash basis but ratheron an accrual basis as required under GAAP. Therefore,itis nota typical practice fora
utility to base some components of the forecasts on accrual accounting and others on a cash basis unless

10 05-01-2015, Creative Energy Business Risks and Cost of Capital Compliance G-47-14.
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specifically provided forunder GAAP. Fora utility such as Creative Energy, the Commission would expectthe
Cost of Service forecasts to be prepared underthe same principles as used for financial reporting purposes,
which for Creative Energy are ASPE. As such, the Panel does not expect any of Creative Energy’s forecast to be
on a cash basis unless explicitly allowed under ASPE.

The Panel has identified some inconsistencies within Creative Energy’s Application regarding the use of cash or
accrual basis of reporting for regulatory purposes. Forinstance, management transition costs were forecaston a
cash basis and certain pension amountsin the original application were initially forecast on a cash basis, but
later corrected to an accrual basis. Amore detailed discussion on corrections will follow in Section 8.0but itis
importantto emphasize that as general practice, the Commission follows the accrual basis approach.

2.5 Rate impact and bill impact

Creative Energy’s steamrevenues are derived from two different sources. The Steam Tariff, which is the basis of
this Application, represents only 35% of the total bill impact to customers. The remaining 65% " is encompassed
inthe fuel adjustmentrider, whichis charged outside of the tariff rates. The Panel notes that although the
proposed 13.3%"° rate increase in the tariff portion of the rates is requested for 2015, the overall bill impactto
customersis only approximately 4.7%."*

The Panel considers the context of this overall billimpact when making its determinations on each of the issues
raisedinthe followingsections. Further, the Panel does not find arate smoothing mechanism for 2015 to be
warranted inlight of the overall bill impact to customers.

3.0 LONG TERM RESOURCE PLAN

One of the issues exploredin the review of the Application was the possible requirement for Creative Energy to
filealongterm resource planand, if required, the timing of such filing. LTRPs typically establish long term
planning principles, objectives and provide aframework to ensure the provision of safe, reliable and
cost-effectiveserviceto customers.

As discussed earlierinthis Decision, Creative Energyis a utility going through a business transition which is
anticipated toinclude additionalload to be served from the existing steam utility to supply energy for new hot
waterneighbourhood energy utilities (NEUs) owned by Creative Energy. Initially this service will be as the
primary energy supply source for one or more of these new NEUs. Ultimately, this service will only be for
peakingand backup load as the new NEUs undergo a potential fuel switch from natural gas to a low carbon

! ExhibitB-3, CEC IR 1.1.1.

2 WhileCreative Energy updated its revenue requirement calculationsinits summarytableto IR No. 2,
the arithmetic calculation appearstobe 13.7%, rather than 13.3% for 2015.

' Creative Energy Final Submission,p.7.
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supply source. Inaddition, Creative Energy’s transition is likely to include switching some orall of fuel supply for
the steam plantto low carbon fuel sources. This transition may impact Creative Energy’s existing steam based
core customersina numberof respects;including:

e potentiallyincreased fuelcosts;

e changesinthe load shape of the incremental load due to the transition to providing peaking supply
only;

e rate designissuesarisingfromthe proposed methodology for recovering the steam utility cost of
service and fuel costs from the new hot water NEUs; and

e cost allocation methodology related to the shared resources.

BCUC Resource Planning Guidelines

To augmentsection 44.1 of the UCA and provide furtherguidance inregardtolong-term resource plans, the
Commissionin December 2003 issued its Resource Planning Guidelines (Guidelines) which articulate the
Commission’s mandate in directing and evaluating the resource plans of energy utilities with the intention to
facilitate the cost-effective delivery of secure and reliable energy services. Some of the key statementsinclude d
inthe Guidelinesare:

- Resource planningisintended tofacilitate the selection of cost-effective resources thatyield the
best overall outcome of expected impacts and risks for the ratepayeroverthe long run.™

- -Keyunderlyingissues and assumptions thatinform the planning context should be identified and
discussed (e.g. reliability and security issues, risk factors, major uncertainties). **

- ThelTRP isto include an action plan consisting of the detailed acquisition steps forthose resources
... which need to be initiated overthe next fouryears.*®

- The Guidelines provide general guidance regarding the Commission expectations of the process and
methods for utilities to follow in developing plans that reflect their specificcircumstances. ... The
Commission will review resource plansinthe context of the unique circumstances of the utility in
question.17

- Inmostcircumstances, Certificates of PublicConvenience and Necessity (“CPNC”) applications
should be supported by resource plans....... The Commission expects thatresource plans willhelp
facilitate the review of utility revenue requirements and rate applications. '®

Creative Energy Position

The Commission requested Creative Energy to discuss when it would be reasonableforthe Commission to
expectafilingof a LTRP, including the Company’s views on the merits of such a filing. Creative Energy stated
that filinga LTRP, “certainly one filed frequently, is an unnecessary burden forasmall utility.” *° Creative Energy
also expressed concerns arising fromthe fact it faces competition within its existing customer base and fornew

1 BCUC Resource Planning Guidelines issued December 2003, p. 1.
> Ibid, p. 3.

'® Ibid, p. 5.

Y Ibid, p. 2.

*® Ibid.

'% ExhibitB-2, BCUC IR 1.1.1, p. 2.
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connections forthe steam utility, and states that “Capture of smallerinfill developments within the existing
core, as well asretrofit projects are currently subject to voluntary agreeme nts and as Creative Energy currently
facessignificant competition it would not be appropriate to identify thesespecificinfill opportunities at this

tl me 720

Creative Energy also noted:

[it] is currently conducting a detailed feasibility study fora larger fuel switch serving both
existing customersinthe core and growth that may be attached to the core. Thisisalarge and
complex projectthatisintendedto address City policy drivers, provincial policy drivers, and
market needs. The study is being co-funded by the Federation of Canadian Municipalities
(through a grant program) and the City of Vancouver. The results of this study will be available
towards at the end of thisyear. ... Creative Energy submitsthat many of theissuesand
outcomes of resource plans will be addressed inindividual CPCN applications, as Creative Energy
expectstodemonstrate inits upcoming NEFC Application. Resource plans would be premature
inthe absence of actual agreements with the City to secure new loads and/or facil itate
alternative energy sources.

Creativeis preparedtofile alongterm resource planforthe core. However, Creative Energy
alsobelievesitwould be premature to do so prior to completion of the ongoing fuel switch
feasibility study and additional agreements with the City that will be required to establish new
loads and enable any fuel switch or new alternative energy sources. Creative Energy also
submits the Commission considerthe value and scope of a longtermresource plan following
the submission of Creative Energy’s CPCN application for NEFC.?*

Pertainingtothe requirementtoinclude plansforreducing demand through cost-effective demand-side
management (DSM) measuresinaLTRP, Creative Energy states it currently has no formal DSM programs for
existing customers and does not considerincentive-based DSM programs relevant forasmall utility with a
limited number of customers each with unique needs and alternatives. >

In regardto the need forand timing of a LTRP, in its Final Submission Creative Energy submits:

There were a series of information requests regarding the timing of future regulatory filings. In
particular, inthis proceedingandinthe recent proceeding regarding gas purchase plans, the
Commission staff made inquiries regarding the preparation and timing of along-termresource
plan, which the former management had neverfiled and the Commission had neverrequested.
Creative Energy notes the limited supply options for the steam system, the feasibility work
currently underway regarding a possible fuel switch (whichis alarge and complex project), and
the considerable uncertainty in new and multiple expansions (which may or may not be
connectedtothe core inall cases and which will utilize hot water networks that have agreater

% ExhibitB-2, BCUC IR 1.1.1, p. 3.
L Ibid, pp. 3-4.
*2 |bid, p. 4.
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range of supply options). Inthe responses, Creative Energy provided comprehensive and
responsive answers to those inquiries. The succinctanswertothose inquiresisas follows:

“CE would be willing to considerthe prosand cons of long-term resource plansin the specific
context of the NEFC CPCN Application later this quarter, which will be the first major expansion
initiative by Creative Energy.””

As the North East False Creek Certificate of Public Convenience and Necessity Application (NEFC CPCN
Application)wasfiled on April 17, 2015, Creative Energy further submits that this Commission Panelshould not
considerthefiling of the LTRP in this proceeding, and instead leaves the filing date of the LTRP for consideration
by the Commission Panel reviewing the NEFC CPCN Application.*

CEC Final Submission

CEC submits thatit “is not persuaded that the appropriate context for determining the filing requirements [fora
LTRP] ifanyisina CPCN application, which will be primarily focused on a specific project.” CECalso “does not
believethe evidentiary recordin this hearingis sufficient to resultin a Commission direction ororderon the
subject.””®

CEC does not expectthatthe Creative Energy’slongtermresource plan need to be either
exhaustively complex norafrequentreview process andis not persuaded by the company’s
argumentthat itshould be left to do the planning effectively without the Commission oversight
until it has fil[{Jed CPCNs. ...the Commission’s oversight of such planning should not trail the key
steps of decision making so significantly as to make Commission review and input onthe plans
of little relevance.’®

In reply, Creative Energy reiterates its position thatitis preparedtofile an LTRP for the downtown core system
however, itwould be premature to do so prior to completion of the ongoing fuel switch feasibility study and
additional agreements with the City of Vancouver.”’

Commission discussion

A Company in Transition

The Panel acknowledges that Creative Energy has notbeenrequired tofilea LTRP in the past. Priorto the
purchase of the core steam utility by Creative Energy Canada, the operations of the core steam utility had not
changed substantively since the original CPCN approval in 1968. However, in light of the significant business
expansion plans of Creative Energy, the Panelis of the view that a LTRP for the existing steam utility is akey
elementof this transition. Further, the timing of the filingis also important to ensure thatthe review is relevant
for informing revenuerequirements applications, annual energy supply contracting as well as future CPCNs that
impactthe existing core steam utility. The Panel agrees with CEC that forthe Commission oversightto be

2% Creative Energy Final Submission, p.13.
** Ibid, p. 13.

25 CEC Final Submission, p. 4.

*® Ibid, p. 5.

%’ Creative Energy Reply Submission, p.5.
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beneficial its review of aLTRP should not be preceded by the key decisions made by the utility as Creative
Energy’s plan evolves. However, the Panel disagrees with CEC’s submission that the evidentiary recordin this
proceedingis notsufficient forthis Panel to provide direction on the subject of aLTRP.

The Panel observesthat Creative Energyinits application fora CPCN for a Low Carbon NES for NEFCand
Chinatown, the followingis being requested:

An exemption fromfiling a Long-Term Resource Plan (section 44.1 of the UCA) for NEFC and
Chinatown until completion of furtherfeasibility work on low carbon energy sources and the
filing of aCPCN Application for Energy Supply Phase 2 of this project.*®

Creative Energy describes Energy Supply Phase 1as follows: the establishment of a new hot waterdistrict
energy systemto serve NEFCand Chinatown. During Energy Supply Phase 1, the entire heating energy needs for
the NES will initially be met from Creative Energy’s existing steam plant.’ The NEFC steam plantload is
anticipated to commence in August 2016.>°

Creative Energyis also seeking Commission approval, without conditions, of the Neighbourhood Energy
Agreement between Creative Energy and the City of Vancouver dated March 25, 2015 (the NEA). Pursuantto
the NEA, in Energy Supply Phase 2:

Creative Energyisrequired toimplementone ormore low carbon energy sources toachieve
long-term carbon reduction targets forthe NEFC development. The NEA contemplates carbon
reductions by means of:

1) The addition of low-carbon sources upstream of NEFC (e.g. alarge fuel switch within
Creative Energy’s existing steam system), or
2) The addition of new low carbon energy sources withinthe NEFC neighbourhood.

Regardless of the low carbon energy source, it is expected that Creative Energy’s existing steam
plantwould continue to provide peakingand back-up to NEFC. .... Any low carbon energy source
would be the subject of a future CPCN. Creative Energy proposes to file asecond CPCN ... for
approval of any future low carbon energy source to meetthe NEFClow carbon commitments,
currently anticipated to be in-service on January 1, 2020, subjectto developmenttimelines,

. . . .. 1
economicconsiderations and Commission approval.®

PotentialRisks to Core Customers

The LTRP exemption that Creative Energy is seekinginthe NEFC CPCN Application exemptionisinregard to the
NEFC and Chinatown. The Panel leaves the matter of the NEFCand Chinatown LTRP to the discretion of the
Commission’s ongoing review of the NEFC CPCN Application. The Panel notes, however, that the nature of the
NEA, for which Creative Energy is seeking Commission approval inthe NEFCCPCN Application, commits Creative

28 Creative Energy Applicationfor CPCN for a Low Carbon NES for NEFC and
Chinatown Neighbourhoods of Vancouver dated April 17,2015, p. 5.

*? Ibid, p. 3.

%% ExhibitB-2, BCUC IR 1.3.1, p. 8.

! Creative Energy NEFC CPCN Application, Schedule 1 - Draft Order, Recital G.
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Energyto carbon reductiontargetsin Energy Supply Phase 2that will clearly impact Creative Energy’s core
steam utility customers. The Panel anticipates that the potential impact of Creative Energy’s commitments
regardingthe carbon reduction targets set outinthe NEA on the existing steam utility customers may be
considered duringthe review of the NEFC CPCN Application. Nevertheless, the extent to which the potential
risks to the core steam utility customers associated with these commitments remains uncertain.

The Panel further notes thatinthe NEFCCPCN Application, Creative Energy proposes a cost allocation
methodology forthe provision of steam energy to the NEFCand Chinatown utilities that does not employ the
existing steam utility rate but rather, anew cost allocation method designed specifically for the NEFC utility. This
proposed new rate methodology, as well as the anticipated future transition from the steam utility supplyingall
of the NEFCenergy requirementsto only peakingand backup energy supplyin Energy Supply Phase 2, raises the
guestion of the need forand timing of a comprehensive rate design for the existing core steam utility.

The Panel acknowledges Creative Energy’s intention to review the rate structure forthe core steam utility b ut
disagrees that this should not be a high priority overthe proposed RRA te st period. The Panel agrees with
Creative Energy that “...changes to the tariff must balance multiple considerations including impacts on

. . . 32
customers, allocation of risks, and unintended consequences...”

Timing of the LTRP Filing

The Panel notes thatin the NEFC CPCN Application, Creative Energy is not seeking an exemption fromfilingan
LTRP pertaining to the existing core steam utility. Creative Energy’s also asserts that “many of the issues and
outcomes of a resource plan will be addressed inindividual CPCN applications.” However, itis not apparentto
this Panel that such applications will address LTRP issues specificto the existing core steam customers will be
addressed. The Panel observes that the approach contained inthe NEFC CPCN application suggests that many of
the planningissues specificto the existing core steam utility will not be addressed until it files the Energy Supply
Phase 2 CPCN sometime inthe future. The Panel finds that the suggested delay in filingan LTRP for the existing
core steam utility to be unacceptable. The Panelis of the view that the existing core steam utility is clearly part
of the broadertransition plan and the core steam utility customers are likelyto be impactedin a variety of ways
including:

e throughrate designissuesarising from the methodology for recovering the steam utility cost of
service and fuel costs from new hot water NEUs;

e transferpricingpoliciesforshared resources;

e theshape of the incremental load; and

e the potentially higher costs of low carbon fuel sources that may be required to meet the carbon
reduction targets setoutin the NEA.

In the absence of a LTRP focussed on the existing core steam utility, these issues are likely to be addressedina
piecemeal fashion as adjunctstothe plansforthe new hot water NEUs and as an outcome of Creative Energy’s
commitmentsinthe NEA to meet the City of Vancouver’s greenhouse gas emission reduction objectives for
which Creative Energy is seeking Commission approval in the NEFC CPCN Application.

32 Exhibit B-2-1, Confidential BCUC IR 1.18.2.3.
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Commission determination

The Panel finds that the nature and extent of the business transformation contemplated by Creative Energy at
this pointinthe utility’s history warrants a Commission review of the core steam utility LTRP in orderto ensure
that core steam utility customers continue to receive cost-effective delivery of secure and reliable energy
services. The Panel determines that Creative Energy must file a long-termresource plan pertaining to the
existing steam utility no later than two years from the date of this Decision and prior to making an investment
decisionregarding any low carbon fuel switch that may impact the existing steam customers. The LTRP shall
include information available from the fuel switch feasibility study. The LTRP should address the impactand
timing of a potential switch to a low carbon fuel or other means of meetingthe carbon reduction targets set out
inthe NEA as well as the impact of supplying the load requirements of NEFCand other Creative Energy
neighbourhood energy utilities from the existing steam utility. Itis not necessary for Creative Energy to provide
an in-depth discussion of demand-side measures in this LTRP. With respect to infill plans, Creative Energy may
considerfiling the details of these plans on a confidential basis and requesting that the Commission keep these
plans confidential in accordance with the BCUC Confidential Filings Practice Directive.>® The LTRP must also
addressthe potential need forand proposed timing of acomprehensiverate design (Phase Il) for the existing
steam utility. The requirement for this comprehensive study is subject to the pending decision on the NEFC
CPCN. Furtherdiscussion of the need forarate design as specifically relating to the Fuel Cost Adjustment
methodology (Phase I) willbe addressed in Section 4 of this Decision.

4.0 FUEL COST ADJUSTMENT METHODOLOGY AND RATE DESIGN

Fuel costsfor Creative Energy’s core steam utility are recovered firstly, through the Base Cost recovery of

41 cents per one million B.T.U* imbedded in the Steam Tariff, and secondly, through a Fuel Cost Adjustment
charge. The nature and magnitude of the Fuel Cost Adjustment charge raises anumber of questionsinregard to
the appropriateness and applicability of the current fuel cost treatment methodology in the future, particularly
inlight of the contemplated business transformation. Specifically:

e whatis the nature of and appropriate treatmentforthe account used to track the difference
between the total fuel cost and the recoveries of the fuel cost through the Base Cost component of
the Steam Tariff rate and the Fuel Cost Adjustment charge (referred to by Creative Energy as the
Fuel Cost Stabilization Account)?;*

e shouldall, oranincreased portion, of fuel costs be recovered through the Steam Tariff rate ?; and

e whatdegree of Commission oversightis warranted regarding the balances carriedinthe Fuel Cost
Stabilization Account and the mechanism by which the Fuel Cost Adjustment charge is periodically
adjusted?

** BCUC Confidential Filing Practice Directive dated September 12, 2007.
** British Thermal Unit.
** ExhibitB-2, BCUC IR 1.18.7.
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Giventhe business transition envisioned for Creative Energy, which will potentially impact the fuel costs for the
core steam utility if the steam plantis transitioned to low-carbon fuel, the Panelis of the view these questions
should be examined as part of this and future RRA reviews and also through any rate design application.

4.1 What is the nature and appropriate treatment of
the Fuel Cost Stabilization Account?

Creative Energy tracks the difference between the total fuel cost incurred and recoveries of the fuel cost
through the Base Cost portion of the Steam Tariff and the Fuel Cost Adjustment charge. The differenceiis
recorded as a liability due to customers and the account functions like adeferral accountin Creative Energy’s
view.Butitis nota deferral account approved by the Commission and appearsto carry nointerest charge due
to customers. Creative Energy describesitasa “non-rate base deferral accountand functions more akintoa
stabilization account. This may be aptly called a Fuel Cost Stabilization Account.”*® In recognition of customer
concernsregardingthe volatility of the Fuel Cost Adjustment component of the bill, Creative Energy maintains a
“buffer” inthe account to smooth out rates and to absorb energy price shocks.?’ Creative Energy maintains that
this mechanism “has historically metthe needs of the customers, the Commission and Creative Energy with no

customercomplaints.”*®

Creative Energy states it determined the appropriatesize of the overrecovery buffer based on communications
with customers who have indicated thatitisimportant to have stable rates to help with the customers’
budgeting processes.>® As evidence that customers are satisfied with the arrangement, Creative Energy states
that the Commission has received no complaints from customers regarding the fuel adjustment.*’

Creative Energy states it historically maintains a balance of 10 to 15 percent of the overall actual energy costs in
the account.*' For the period fromJanuary 2012 through to October 2014, the balance in this bufferaccount
ranged froma high of $2.8 million to alow of $0.3 million.** Overthe 2013 and 2014 calendaryears Creative
Energy drew on the balance in this account to mitigate the natural gas price spikes that were experienced over
the 2013/2014 winter. The following Table 4.1, highlighting the variations, was prepared by Commission staff
from the data provided in this Application®® and the 2014 Revenue Requirements Application.**

%% ExhibitB-2, BCUC IR 1.18.7.1.

%7 |bid, BCUC IR1.18.8.8.

*% |bid, BCUC IR1.18.8.

3% ExhibitB-5, BCUC IR 2.12.1.

% |bid, BCUC IR 2.12.1.

* Ibid.

*2 ExhibitB-1, Table 6.1.7., p. 42; Central Heat Distribution Ltd. 2014 RRA,
ExhibitB-1, Tab 6, p. 6.5, Fuel Clause Recovery Table.

3 ExhibitB-1, Table 6.1.7., p. 42.

** 2014 RRA, ExhibitB-1, Tab 6, p. 6.5.
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Table 4.1 — Fuel Cost Stabilization Account Balances

Monthly Fuel Cost Fuel Cost
Month Adjustment Charge Stabilization
Recoveries Account Balance

Jan-12 $1,380,024 -$1,896,099
Feb-12 $1,073,051 -$2,130,302
Mar-12 $979,771 -$2,459,479
Apr-12 $643,639 -82,737,771
May-12 $565,807 -$2,772,906
Jun-12 $468,940 -$2,801,976
Jul-12 $411,325 -$2,807,508
Aug-12 $386,062 -$2,736,786
Sep-12 $413,615 -82,715,126
Oct-12 $809,539 -$2,495,773
Nov-12 $1,098,515 -$2,283,309
Dec-12 $1,402,226 -$1,981,471
Jan-13 $1,587,510 -$1,843,150
Feb-13 $1,228,757 -$1,735,802
Mar-13 $1,230,703 -$1,622,170
Apr-13 $984,118 -$1,439,984
May-13 $703,333 -$1,270,679
Jun-13 $541,580 -$1,251,178
Jul-13 $446,709 -$1,187,713
Aug-13 $418,001 -$1,127,135
Sep-13 $497,485 -$1,125,510
Oct-13 $943,435 -$974,598
Nov-13 $1,251,685 -$845,522
Dec-13 $2,255,905 -$673,393
Jan-14 $1,751,640 -$816,348
Feb-14 $2,567,769 -$412,532
Mar-14 $1,619,155 -$431,612
Apr-14 $1,100,073 -$449,964
May-14 $755,321 -$385,972
Jun-14 $620,542 -$396,745
Jul-14 $550,998 -$287,437
Aug-14 $471,207 -$214,726
Sep-14 $521,158 -$235,650
Oct-14 $695,612 -$278,149
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The same bufferaccount historyis shown graphically as follows:

Graph 4.1: Fuel Cost Stabilization Account Balance (Jan 2012 — Oct 2015)
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With regard to this “buffer” account, Note 12 to the 2014 audited financial statements states:*®

The Company recovers fromits customers the costs of the fuel it usesto produce steam, in
accordance with a formuladetermined by regulation. The fuel cost liability represents the
cumulative excess of billings to customersin respect to fuel costs overactual fuel costs incurred.
In the absence of rate regulation, the Company would have asimilar obligation to provide
credits to its customers, asthe obligationis notdependent on the rate-setting process.
Consequently, the fuel cost liability is not considered aregulatory liability. [highlight added]

CEC Final Submission

CEC submits this “isin effecta flow through account mechanism operating as adeferral account. .... CEC has no
objectionsto flowing through fuel cost adjustmentsinto rates and submits that the Commission should approve
the deferral accountaspect of this process. ... the Commission should have regular oversight of the operation of

thisaccount and periodically in RRA hearing should ensure the formula approachis satisfactory in terms of
appropriate rate setting.”*

CEC furthersubmitsthat “CEC supports use of regulatory accounts to provide smoothing forrates and costs of

fuel.” CECrecommends that Creative Energy “work with Commission staff to establish amethodology that s
reasonably simple ... to manage cost stabilization of the fuel costs.”*’

* ExhibitB-7, p. 19.
“¢ CEC Final Submission, p. 4.
*" \bid, pp. 7-8.
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Creative Energy Reply Submission
In its Reply Submission Creative Energy submits that CEC “addressesanissue unrelated to the fuel cost

adjustment mechanisms when it references managing cost stabilization of fuel costs.” Creative Energy further
submits it managesfuel costs forthe purposes of “cost stabilization” through the use of hedging contactsfora
portion of its winter gas supply and that these contracts are filed confidentially with the Commission as part of it
gas contract pIans.48

Commission discussion

The Fuel Cost Stabilization Account or “buffer account” that Creative Energy employs totrack the imbalance
between fuelcosts and recoveries of fuel costs balance is, in the Panel’s view, an unconventional means fora
thermal energy utility to manage and recoverfuel costs. Itis nota Commission approved deferral accountand
carries no interest. The Panel is concerned that this account, which according to the Notes to the 2014 Audited
Financial Statements represents a “cumulative excess of billings to customers” has carried no apparent interest
to the credit of customerssince itsinception. It appears that the customers are taking the full risk yet have been
denied any accrued interest on this excess collection.

The Panelis not convinced that Creative Energy’s use of the Fuel Cost Stabilization Account to smooth fuel costs
isnecessarily the most appropriate or most effective approach to price risk management of fuel costs fora
thermal energy utility. The Panel also does not agree with Creative Energy that CEC’s reference to “cost
stabilization of fuel costs” isan unrelatedissue. The Panelconsiders thata furtherreview of the current fuel cost
recovery methodology is warranted at thistime. The secondary steps of such a review are discussed furtherin
section4.2. Asan initial step, the Panel finds the establishment of an approved deferral account with
appropriate compensation to customers forthe interest accrued on the over-collected amountsis required.

Commission determination

The Panel directs Creative Energy, in its nextrevenue requirements application, to propose a permanent
treatment of this Fuel Cost Stabilization Account. As a minimum, the proposal must address: 1) whether this
account should be established as a non-rate base or a rate base deferral account, or by way of another
method; and 2) the appropriate means to compensate customers for the interestto be accrued on the surplus
balance or excess of billings to customers in respect to fuel costs over actual costs incurred.

As an interim measure, the Panel directs Creative Energy to apply its weighted average cost of debt to the
most current balance of this Fuel Cost Stabilization Account (balance as at the date of this Decision).The
resulting interest cost (customer credit) shall be treated as a revenue-offset to the 2015 revenue
requirements. Inthe compliance filing arising from this Decision, Creative Energy is to include a schedule
showing the reconciliation of the Fuel Cost Stabilization Account in the format of Table 6.1.7.D in Tab 6 of the
Application, up to the date of this Decision.

*8 Creative Energy Reply Submission, p.6.
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4.2 Should an increased portion of the fuel costs be recovered inthe Steam Tariff rate?

The recovery of fuel costs for Creative Energy’s existing core steam utilityis largely accomplished through a
charge thatis not currently reviewed orapproved by the Commission in contrast to most conventional thermal
energy utilities regulated by the Commission, where the fuel costs are recovered through Commission approved
rates. For otherthermal energy utilities, including those that compete with Creative Energy, the cost of fuel is
typically recordedin adeferral account and the recovery of these costsis included inthe thermal revenue
requirementinthe rate setting process. (FAES Telus Gardens, River District, Corix UBC)

The Base Cost of 41 cents per one million British Thermal Unit (B.T.U.), as defined in the Creative Energy Steam
Tariff, determines the portion of the fuel costthatis recovered through the Steam Tariff rate. Itis also referred
to as the Operating Expenses component entitled “Fuel —Net of Recoveries.”*® As discussed in section 4.1, the
remainder of the fuel costs are recovered through the Fuel Cost Adjustment charge whichis currently aseparate
unregulated charge on the customer’s bill.

The Creative Energy tariff describes the Fuel Cost Adjustmentas follows:

Fuel Cost Adjustment A Fuel Cost Adjustment of 1 cent per M pounds for each 64 cents or major
fraction thereof, increase or decrease in the average cost of one million
B.T.U. of fuel above or below the base cost of 41.0 cents. The average
cost of fuel is the average of the cost of supplementary fuel consumed
during the 12 months ending the month preceding the month of steam
consumption plus the current cost of natural gas applied to the actual
consumption of natural gas during the same 12 months. A schedule
showing the adjustments charged to the rates herein will be filed monthly
by the Utility. In addition, the Utility shall file a monthly reconciliation of
unrecovered fuel costs to date. The Fuel Cost Adjustment amount shall
be modified in any period during which an over-recovery of additional

fuel costs will occur. %

With regard to the history of the Base Cost, Creative Energy stated: “the base cost of 41.0 cents was initially
determined in 1973 and to the best of our knowledge, the 41.0 cents was the cost of energy at that time.”>*
When asked what percentage itrepresented when initially established, Creative Energy states “To the best of
our knowledge, it represented 100%.”>> In 2014, the Base Cost represents only 4.8% of the total fuel cost.

($679,581/$14,147,510 = 4.8%)"’

The remainder of the cost of the fuel purchased tofuel the boilers to make steamis recovered from cust omers
through the Fuel Cost Adjustment charge. The Fuel Cost Adjustment charge component of the customer billis
significant when compared to the Steam Tariff rate component. As noted earlierin this Decision, the Steam

*9 ExhibitB-2, BCUC IR 1.18.1.
> ExhibitB-1, Tab 4, p. 28.

> |bid, BCUC IR1.18.2.

>? |bid, BCUC IR1.18.2.1.

>% |bid, BCUC IR1.18.2.2.
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Tariff portionisapproximately 35% of the overall customers’ bill with the Fuel Cost Adjustment making up the
remaining 65%.>* Asan example of the magnitude of the Fuel Cost Adjustment component, the total revenue
requirement for 2015 that Creative Energy is seeking approval of is $8,547,604,>° of which $708,848 isfuel costs
recovered through the Base Cost. The remaining $11,055,652 of forecast fuel costs for 2015 are to be recovered
through the Fuel Cost Adjustment charge.®

737 Creative

Creative Energy stated “[t]he customerlooks at the total cost of Steam to base their decisions on.
describes how there can be large swingsinthe total cost of steam due to the fluctuating prices of the natural gas
commodity and provides the following example foramid-sized steam customer over the period from 2008 to

2014.
Year Tariff Fuel Adj. Total

2008 508 1520 7 2127
2009 5.98 12.20 1518
2010 6.13 10.77 16.90
2011 6.00 10.16 16.16
2012 591 8.68 14.59
2013 5.92 045 1537
2014 6.67 12.61 1028 58

Creative Energy explained the elasticity of demandin response to price is particularly impacted by the Fuel Cost
Adjustment component of the bill.

Large buildings typically require major upgrades to improve efficiency (e.g.,envelope
improvements). These projects requiretime and are more likely in response to sustained
increasesin prices (in particularthe gas pricesreflected in the Fuel Adjustment which comprises
a much larger portion of customer bills).>’

In spite of the importance of the Fuel Cost Adjustment component of the bill for customers, Creative Energy has
not attemptedto project how the Fuel Cost Adjustment might change overthe test period despite the
Commission’s specific request to provide forward price curves and all natural gas price assumptions.®® Instead,
Creative Energy fixes the total annual cost of natural gas at $11,756,500 for each yearinthe three yeartest
period,® and uses these fuel costs when estimating the overall rate impact for each of the years in the test
period.

>* ExhibitB-3, CEC IR 1.1.2.

>® Creative Energy Final Submission, DraftOrder, p. 28.
*® ExhibitB-5, BCUC IR 2.14.1.

>’ ExhibitB-3, CEC IR 1.1.1.2.

> |bid, CEC IR1.1.1.1.
% ExhibitB-5, BCUC IR 2.14.1 and 2.15.1.1.
®1 |bid, BCUC IR2.14.1.
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Potential Impactto Licence Fees Collected by City of Vancouver under MAA
Creative Energy responded in confidence to describe the potential forunintended consequences of increasing
the Base Cost of 41 cents so that a larger portion of the fuel costs are recovered through the Steam Tariff. ®>

Note 11 of the 2014 Audited Financial Statementsindicates the CoV has previously disputed the calculation of
fees payable to the CoV with respect to the exclusion of the Fuel Cost Adjustment from the fee calculation.®

11 Contingency

In the 1909 year, the City of Vancouver (“the City") filed a Writ of Summons and a Statement of Claim against
the Company in respect to a dispute over the calculation of fees payable by the Company to the City for the
years between 1974 and 1999. The amount of the claim was $1,454,485. The Company is disputing the claim
and has filed a statement of defense. A trial which was originally set for October 2, 2006 was adjourned at the
request of the City. In exchange for the Company agreeing to an adjournment, the City has agreed to forego any
claim it might have to interest after October 2, 2006. The ultimate liability to the Company, if any, arising from
this action is not presently determinable and will be recorded at the time of that determination.

Creative Energy responds that “the Statement of Claim against the company was filed in 1999 and there has
been nocommunication aboutthe claimfora few years. Due to the length of time with no communication,

there is no reason to believe that the claim would be followed through now.”**

Notwithstanding this legal claim from the City, Creative Energy (as CHDL) signed a new 30 year Municipal Acce ss
Agreement with the City of Vancouver dated September 1, 1999 (MAA). In the MAA the Licence Fee calculation
specifically deducts the Fuel Adjustment Costs before applying the formulabased on 1.25% of annual gross
revenue excluding the Fuel Cost Adjustment charges plus aflatfee of $100,000 subjectto tariff escalationsfor
determiningthe annual Licence Fee.®

The MAA furtherdescribesthe trigger, process and terms of reference forareview inthe event the Fuel Cost
Adjustmentformulais changed by the Commission.

3.2 Licence Fees

(a) On April 15, 2000 and on April 15 of each and every following year of this
Agreement the Company will pay the total of the following amounts:

: (i) 1.25% of the amount obtained by deducting the Fuel Adjustmen:( Costs
from the Total System Portion of Gross Revenue for the immediately

preceding calendar year, plus

(i) $100,000 adjusted (on a cumulative basis) in each year (commencing _with
an adjustment to the first such payment on April 15, 2000} in proportion to
any and alt changes made during the prior calendar year to the Company’s
prices net of fuel adjustment recoveries for the sale of heat or cold’,

{ess the amount, if any, of real property tax assessed and payable to the City .levied
or collected pursuant to Part XX of the Vancouver Charter for the same period by 66

®2 ExhibitB-2-1, Confidential BCUC IR 1.18.2.3.

®3 ExhibitB-7, p. 19.

®* ExhibitB-2, BCUC IR 1.5.2.

ZZ Creative Energy Acquisition of CHDL Proceeding, ExhibitB-3, BCUC IR 1.7.2, Attachment B, Article3.2.
Ibid.
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The MAA contemplates the potential for “achange to the Fuel Adjustment Cost formula” as approved by the
Commission and sets out a process and terms of reference forany review of the licence fee.

35 Licopee Feos Subjed 10 Review

The amousl payshle under Scction 3.2 may be reviewed and, as agreed 10 or ordered,
adjusted in accardance wiih the following procedurs: .

{a} Matwilhstarding any other provision of ibis Section 3.5,

(i} except oaly for changes described in Section ()2, below, no review of
adjuserrrend will eake place within the frst $ wears following ihe Efscive
Date and sfter that no mare frequently than once every 5 years,

(i) nor revieww or adjusimend will tnke place unless thera has been

1. a naterial change in the City’s, Company's or BCUC's statutory,
regulabory or competitive envimeament and the Comgpany or City
gives the ather 2 written noliss requesting & review, or

2 a change to the Fuel Adjustment Cost formuln o the Company or
BCUC otherwise maodifies the manner in which the Company’s

revenaie is calcwlated.

k) Where 8 written nolice requesting a réview is given, the parties will review 1he
licenee fees and negotiate in good failh to either agres on keeping the licence fees
the sxmee or adjusting them for the remainder of the term.

{c) The terms of reference m any review of the licence fees are as follows:

0] Firstly, there is & prefindnary theeshald test of whether or mod there has
been 2n event as described in Section {a)ii) thal warsanis an adjustmendt 1o
the lboence fees. 1M nod, mo adjustment is warranted and noe adpestment wall
take place.

(il Secomdly, 1 an adjustimsnt i warranted, then any adjustmend st ensure
gkt

1. the Cily receives revepue [whether through licence fees or general
real property 1axes) 1hat is equitable and in proportion to that which
the City receives from otber ensrgy utilties Laking into account all
terms and conditions of all relevant murscipal access agreements,

2. the Company’s obligations 1o pay the licence fees under this
Apreement are neither materially fvourabie nor materially
disadvantageous 10 the Company in relstion to other energy utilities
taking into account all terms and conditions of energy utifity
municipal access agresments then in place with the City of

Yancouwver.
67

®7 Creative Energy Acquisition of CHDL, ExhibitB-3, BCUC IR1.7.2, Attachment B, Article3.5.
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Creative submits that “there has been no change in circumstances, norany concerns raised by customers about

this account, that would suggest a need for more regulatory oversight.”®®

In regard to the small percentage of total fuel costs thatis currently represented by the Base Cost, CEC submits
that the decrease inthe portion of fuel costs that are recovered in the Base Cost “is significantand that the
methodology likely warrants updating.”®’

Commission Discussion

Natural gas fuel costs have varied substantially over the past 15 to 20 years. The Panel is of the view thata
review of the allocation of the recovery of the fuel costs between the Base Costinthe Steam Tariff and the Fuel
Cost Adjustment charge is appropriate and warranted, particularly given the changes to the nature of the fuel
costs that may arise from a potential switchtolow carbon fuel sources.

Although Creative Energy argues that the circumstances have not changed since the inception of the Fuel Cost
Adjustmentcharge, and customers have notraised any concerns in this proceeding, the Panel observes that
Creative Energy acknowledges that volatility in fuel costsis aconcernto customers. According to the Company
this was a factor in determining the appropriate size of the “buffer” to maintain in the account.”® The Panel
further observesthat, asillustrated by Graph 4.1, even with smoothing, thereremains considerable volatility in
fuel costs. Creative Energy also concedes that the Fuel Cost Adjustment charge isalarge and important
componentof the overall cost of the steam service provided by Creative Energy and it significantly impacts
customers.

The Panel notes thatin spite of the significance of the Fuel Cost Adjustment charge portion of the customer bill,
Creative Energy does not particularly attempt to forecast the natural gas component of the fuel costs. The Panel
isconcerned by Creative Energy’s lack of attention to the potential combined impact of the requested Steam
Tariffincreasesand changes tofuel costs overthe test period.

Creative Energy acknowledgesitis enteringatransition period. The steam utility will be used to supply energy
for the NEFCand Chinatown utilities and the cost of this energy will be aninputinto the thermal energy rates for
these new utilities. The fuel costs for the core steam utility will certainly be expected tobe aninputintothe
determination of the rates for Creative Energy’s new utilities. The Panel is of the view that the prospect of these
changed circumstancesisan important a factorto considerinthe assessment of the continued appropriateness
of the current methodology.

In addition, should the fuel source transition from natural gas to low-carbon fuel sources proceed, it will impact
the nature of the fuel costs and by extension the recovery of these costs. Low-carbon fuel can be expected to
have different contracting and pricing characteristics and involve a different level of Commission oversight over

®8 Creative Energy Final Submission, p.12.
69 .

Ibid, p. 7.
7% Exhibit B-5, BCUC IR 2.12.1.
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currentenergy supply contracts. Natural gas energy supply contracts must be filed foracceptance under
section 71 of the UCA as beinginthe publicinterest, (as was the case with Creative Energy’s current natural gas
energy supply contracts that were accepted via Commission Order E-3-15). Commission acceptance of energy
purchase contracts undersection 71 of the UCA does notextend to biomass asit is not defined as “energy”
underPart 5 of the UCA so a transition to low-carbon fuel will potentially reduce Commission oversight of fuel
purchase contracts and fuel costs if they are not includedinthe Steam Tariff and reviewed in revenue
requirements applications.”*

Commission determination

The Panel directs Creative Energyto file a Phase | rate design application within one year from the date of this
Decision specificallyin regard to the recovery of fuel costs. This fuel cost recovery rate design applicationis to
include a review of the appropriate Base Cost component of the Steam Tariff and the degree to which the
Base Cost should be increased to capture the bulk of the fuel costs in the Steam Tariff, as it originally did when
the Base Cost of 41 cents was established and as is the accepted practice with other thermal energy utilitiesin
British Columbia. The rate design should include discussion of any potential adverse impacts on existing core
steam utility customers and new customers such as the NEFC utility and how these adverse impacts might be
mitigated.

4.3 What degree of reporting and Commission oversightis warranted regarding the Fuel Cost
Stabilization Account?
The mechanism by which the Fuel Cost Adjustment charge is periodically adjusted?

Although Creative Energy initially submitted Fuel Cost Adjustment schedules and Fuel Cost Stabilization Account
reconciliations tothe Commission as set outin the tariff, this practice was discontinued some 15to 20 years
ago.”” In spite of the significant portion of the customer bill thatis represented by the Fuel Cost Adjustment
component, the setting of the Fuel Cost Adjustment charge and the management of the Fuel Cost Stabilization
Account currently does notinvolve even the most basic Commission regulatory oversightin the form of
reporting.

Creative Energy states that there have been no complaints tothe Commission from customersinregard tothe
Fuel Cost Adjustment charge but does note that customers find itimportant to have stable rates.”* In practice,
the Fuel Cost Adjustment charge is often changed multipletimes overthe course of a ye ar. Over the period from
November 2011 through to February 2015, a period of just overthree years, Creative Energy changed the Fuel
Cost Adjustment charge seventeen times.”

L Utilities Commission Act, section 68.
"% ExhibitB-2, BCUC IR 1.18.3.1.3.

73 ExhibitB-5, BCUC IR 2.12.1.

" Ibid, BCUC IR2.13.2.
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With regard to reporting, Creative Energy submits:

{lInthe eventthe Commission does decidethatachange regardingthe regulation of this
account is necessary, then Creative Energy requests that schedules and reconciliations be filed
yearly along with the Utility Commission Annual Report, and that changes to the accountbe
filed every 6months, and that approval of such changes not be required.”

CEC Final Submission

CEC submitsthatit accepts Creative Energy’s suggestion that the Commission oversight can be adequately
handledinits Annual Reporting to the Commission but further submits that should costs be higher or volatility
becomes more significant, the Commission may need to exerciseits oversight more closely.”®

Commission discussion

As noted above, Creative Energy has stated that there have been no complaints from customers but does note
the importance of smoothingthe Fuel Cost Adjustment charge to provide rate stability to customers. The
frequency of changes to this charge suggests this has been difficultto achieve inrecentyears. The Panel is of the
view that, at a minimum, the Commission should be aware of the Fuel Cost Adjustment charge that Creative
Energyis chargingat any given pointintime, and the Commission should be provided with sufficientinformation
to be aware of how the Fuel Cost Stabilization Accountis being managed and used to smooth the Fuel Cost
Adjustmentcharge. A potential outcome of future Commission proceedings directed by the Panel earlierin this
Decision may be a requirement for Commission approval of the Fuel Cost Adjustment charge and the
methodology. The Panel does notfind it necessary torequire Creative Energy to seek Commission approval of
changesto the Fuel Cost Adjustment charge at thistime butfinds that increased reportingis warranted.

Commission determination

The Panel directs Creative Energy to include an annual reconciliation of the Fuel Cost Stabilization Account
with its Annual Report to the Commission and also with its Annual Gas Contracting Plan required according to
the Commission’s Rules for Natural Gas Supply Contracts.”” The reconciliation report should be in the form
providedin Table 6.1.7C and Table 6.1.7D in Tab 6 of the Application. In its Annual Contracting Plan, Creative
Energy should also discuss the extentto which it intends to reduce fuel price volatility through use of the Fuel
Cost Stabilization Account in combination with enteringinto fixed price hedging contracts or otheralternative
price risk management strategies.

The Panel also directs Creative Energy to file with the Commission, forinformation purposes, a copy of the
notice of a change to the Fuel Cost Adjustment Charge and the details showing the amount of the change, the
new Fuel Cost Adjustment Charge, effective date, and updated versions of the schedules that are Table 6.1.7.C
and Table 6.1.7.D inTab 6 the Application within 10 business days of the effective date of each change.

7% Creative Energy Final Submission, p.13.
7 CEC Final Submission, p. 4.
7 Commission Order G-130-06 dated October 26, 2006, Appendix A, Rules for Natural Gas Supply Contract, Rule 14.0.
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As part of its compliance filing for this Decision, Creative Energy must file an amended version of the Fuel Cost
Adjustmentclause in the tariff to reflect the reporting changes directed above. Creative Energy isto includein
the compliance filing schedules in the format of Table 6.1.7.C and Table 6.1.7.D for the 12 month period up to
the date of this Decision, showing the closing balance for the Fuel Cost Stabilization Account as of the date of
this Decision, the current Fuel Cost Adjustment charge as at the date of the compliance filing and a history of
the changesto the Fuel Cost Adjustment charge in 2015 to the date of the compliance filing.

5.0 OPERATING EXPENSES

In the Application, Creative Energy states that operating expenses comprise asmall allowance forfuel (outside
of the Fuel Cost Recovery) and other non-fuel operatingand maintenance (O&M) expenses such aslabourand
administrative costs. Creative Energy submits that the O&Mbudgets forthe test period are required to operate
the utility ona safe and reliable basis.”® These O&M categories are outlined in the table below:

Table 5.1 Forecast Operating Expenses

Table 1.6.1 - REVISED Actual Actual Draft  Approved Budget Budget Budget
OPERATING EXPENSES Table Ref 2013 2014 2014 2015 2016 7
Expenses

Fuel - Net of Recoveries 708,353 635,426 716,840 708,850 715,507 725,393
Steam Variable Costs 763,922 788,701 784,785 801,033 820,586 £40,707
Labour Costs 6.1.1 1,966,831 2,185,540 1,988,580 2,520,067 2,333,973 2,248,285
Employee Benefits 6.1.2 442,104 427,094 435400 489,371 438,561 494,333
Other Operating and Maintenance 6.1.3 282,745 386,290 333,000 334,670 341,363 348,190
General Administrative and Office 6.1.4 376,753 455,030 356,103 383,346 393,013 400,834
Taxes ather than Income Tax 615 236,059 270,532 272,249 270,636 283,458 296,883
Extraordinary Loss = ASPE 237338 - 50,423 = = =
Total Expenses 2014605 2,148,613 4,940,380 5,207,973 3,376,461 3,354,625

79

Commission Determination

The Panel approves the Operating Expenses forecast for 2015, except for those items discussed in this section
and specifically identified elsewhere in this Decision.

While CECidentified some minor concerns with the Operating Expenses forecast, the Panel has made its
determinationinlight of those concerns, and findsitto be reasonable.

78 ExhibitB-1, p. 13.
’? ExhibitB-1-1, Table 1.6.1, p. 16.
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5.1 Management transition costs

As shownin Table 1.6.1 above, the Operating Expenses forecast includes Labour Costs of $2,520,067 for2015%°
which can be further broken down into 3 employee categories: (i) Plant Wages & Supervision; (ii) Service Line
Wages; and (iii) Management Wages. The forecast amounts for each category of Labour Costs are shown in the
table below.

Table 5.2 Forecast Labour Costs

Table 6.1.1 - Labour Costs - REVISED

Including Shift Differentials and Overtime Forecast Approved Budget Budget Budget
2013 2014 2014 2015 2016 2017

500 PlantWages and Supervision 1,040,840 | 1062133 1075640 1030443 1076767 1,077,584
furerage Number of Employees 1225 12.15 1225 1225 12.35 12.25
870 Service Line Wages 354,299 366,071 401,540 526,622 565,414 580,093
Average Number of Employees 5.50 5.50 550 7.00 7.00 7.00
820 Management Wages 562,683 757,336 511,400 963,002 691,792 550,508
Fwerage Number of Employees 6.25 .00 7.00 10.25 9.50 5.00
$ 196683115 2,185540 5 1988580 |5 2520067 5 2333973 5 1248285
Average Number of Employees 24.00 26.75 2475 29.50 28,75 2825

81

Creative Energy Position

As aresultof two seniorexecutives leavingthe Company, Creative Energy states thatarrangements had to be
made inorder to provide fora smooth transition tothe new management team. Creative Energy submits that
these “transition costs” are to reflect the transition of the two senior executives from 2014 to 2016°” and should
be considered anormal course of business expense required to ensure the new managementteamis given the
appropriate time to provide asmooth transition.*

Beinga smallerutility, Creative Energy submits thatitoperatesina niche industry and the company lacks the
back-up resourcesto prepare itselfin the event of aloss of key employees such as retirement. Accordingly,
some overlapin managementwould be expected to ensure asmooth transition, particularly given the long
tenure of previous management.**

Creative Energy provided the detailed amounts for the transition costs included within the Management Wages
of the Labour Costsforecast in confidence to the Commission. Accordingly, they are not disclosedin this
Decision due tothe sensitive nature of the information.

8 ExhibitB-1-1, Table 1.6.1, p. 16.

1 Ibid.

8 ExhibitB-1-1, p. 32.

# ExhibitB-2-1, Confidential BCUC IR 1.9.2, p. 1.
 Ibid.
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Creative Energy submits that the 2014 transition costs, which were not part of the 2014 Revenue Requirements
Application, were borne by the shareholderand excluded from the current RRA. * Creative Energy also submits
that the transition costs for 2014 were treated as an operating expense foraccounting purposes and that the
total liability was not set up as a payable butis being expensed as incurred overthe period 2014 to 2016. *°
Creative Energy is seeking full recovery of the remaining 2015 and 2016 transition costs amounts.

Commission Determination

The Panel recognizes thata smooth transition between management teams benefits the ongoing operations of
boththe Company and the ratepayers. On February 1, 2008, the Company entered into change of control
agreements with the two senior executives. The terms of these two agreements provided these two executives
with the rightto severance payinthe eventof termination, or the resignation by the executive, within six
months of the date of a change in control of the Company. The agreements did not contain any provisions that
precludedthe executives from resigningimmediately upon a change of control.

Change in control provisions, either within orin addition to, more compre hensive employment agreements, are
common for a number of reasons. Entitlement to severance offered by these agreementsis usually triggered on
resignation ortermination afterachange in control of the Company. Two of the purposes for change of control
provisionsinthe employment agreements or other contracts include aneed to:

1. Retainexecutives until completion of asale transactionto ensure the selling price is maximized ; and
2. Ensure continuity of managementthroughout the commencement and completionof asale of a
company and, in some cases, subsequent to the sale transaction to ensure an orderly transition.

The severance ortransition costs for the two individuals will be considered individually below.

Executive No. 1
Creative Energy provided a copy of the change of control agreement for Executive No. 1, dated February 1,
2008. ¥’

The change of control agreement provided by Creative Energy did not outline specificjob functions to be
performed. The agreement generally stated that he had special skills and extensive knowledge of the Company
essential forthe bestinterests of the Company, particularly to ensure asuccessful transitioninthe eventof a
change of control.

% ExhibitB-2-1, Confidential BCUC IR 1.9.2, p. 1.
8 ExhibitB-5-1, Confidential BCUC IR 2.3.6, p. 3.
8" ExhibitB-2-1, Confidential BCUC IR 1.9.4, pp. 1, 4-27.
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The terms and conditions of the change of control agreementinclude an entitlement to severance equal totwo
years’ salary and benefits, including pension benefits. Creative Energy provided a copy of the resignation letter

dated May 29, 2014, with an effective date of resignation of June 30, 2014. The Panel finds that the severance
liability was crystallized effective June 30, 2014, and furtherfinds no persuasive evidence any of this liability

was in the normal course of business providing future benefit to ordinary operations beyond 2014.

Creative Energy provided alist of general job functions performed by the former managementteam, including
such skills as accounting and billing support and regulatory history transfer of knowledge. * Unlike Executive
No. 2, there was no subsequentemployment agreement signed by Executive No. 1. The Panel finds thatthereis
alack of evidence to provide support of the specificservices performed by this formerexecutive subsequent to
the change of control that provide significant benefit the ongoing operations of the Company. Therefore, the
Panel deniesthe 2015 and 2016 transition costs for Executive No. 1. Creative Energyis to include with its
compliance filing a confidential document to the Commission demonstrating the reductionin 2015 O&M due
to disallowance of transition costs for Executive No. 1.

Executive No. 2

Creative Energy provided a copy of the change of control agreement for Executive No. 2, dated February 1,
2008.%° The change of control agreement was subsequently replaced by an employment agreement foraterm of
12 months effective March 21, 2014, and endingon March 20, 2015.”° Creative Energy submits that the intent of
thisemployment agreement was to ensure the continuity of his contributions to the Company, such that his
original agreement and existing terms of employment were replaced by this new agreement to continue to
employ him on a fixed term basis for 12 months.”*

The Panel notesthatthe amountincludedinthe RRA for 2015 for Executive No. 2 appearsto be the amount
that would have been payable should the 2008 Change of Control Agreement not have beenreplaced by the
change of control agreement.

The Panel conducted a comprehensive review of the detailed information provided in confidence and based on
that analysis has come to the following conclusion. The Panel considers the total amount applied for 2015 to be
reasonable. The Panel acceptsthatthe transition costs were incurred to ensure asmooth transition between
managementteams, and thatthe employment agreement with Executive No. 2 was considered necessary by the
new managementteaminordertodo so. The Panel approves the 2015 transition costs for Executive No. 2.

# ExhibitB-5-1, Confidential BCUC IR 2.3.3, pp. 2-3.

8 ExhibitB-2-1, Confidential BCUC IR 1.9.4, pp. 1, 4-27.
% |bid.

1 ExhibitB-2-1, Confidential BCUC IR 1.9.2, pp. 9-20.
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5.2 New employee and cost allocations

Creative Energy states thatthe increase inthe 2015 O&M expenseisin partdue to the hiring of the following

new employees:

1. VPof Business Development —to assist with the organicgrowth and new business (budgeted to start
inJanuary of 2015);
2. Project Manager —to assist with the construction and project management of new

installs/connections (budgeted to startin April of 2015);
3. Service Plant Manager—to assist with the expansion of the Utility going forward.

Creative Energy indicates that these positions are necessaryin orderto continue to provide safe, reliable service
but also to continue to grow the business.”* No cost breakdown, description or justifications for these new
employees were contained inthe Application.

Duringthe IR phase of evidence, it was revealed that while 100% of the Project Manager and Service Plant
Manager’s salaries are fullyincluded in the revenue requirements, only 50% of the VP Business Development’s
salaryisincluded. The remaining 50% is cross charged to anotherentity and does notform a part of this revenue

requirement.”

Withinthe salaries contained inthe O&Mcosts, Creative Energy then allocates a portion to capital projects,
dependingonthe type of work performed. This allocation from O&Mto capital reduces the revenue
requirements for each particularyearbecause only the carrying cost charged on the capital component and
related amortization impactthe overallannual revenue requirement.

The combination of these allocations and cross-chargesis best explainedin Creative Energy’s responseto
BCUC IR 2.7.2 (ExhibitB-5) and copied below ease of reference:

Table 5.3 Allocation of Salaries to Core and Non-Core Capital

1. New BD VP 2015 2016 2017
Time charged to projects SO% S0% SO0% These costs are cross charged out to projects/capital
1o another entity and are NOT part of the 2015-2017
RRA
Balance of time S0% S0% S0% These costs remains as part of the Cost of Service
and are part of the 2015-2017 RRA
TOTALBD VP 100% 100% 100%
2. Now PM
Time charged to Capital SO% 75% 100% These costs are charged to capital and is incduded
as part of the 2015-2017 RRA
Balance of time S0% 25% 0% These costs remains as part of the Cost of Services

and are part of the 2015-2017 RRA
TOTALPM 10096 100%  100%

3. New Service Ling Manager

Time charged to Capital 0% 0% %
Balance of time to plant 10096 100% 100% These costs remains as part of the Cost of Services
and are part of the 2015-2017 RRA
TOTALPM 100%  100% 100%

2 ExhibitB-1, p. 31.
3 Exhibit B-5, BCUC IR 2.7.2.
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In additiontosalary allocations from O&Mto capital, Creative Energy stated that there will also be afurther
allocation forgeneral overhead (for office support staff) and anindirect labour charge for general administrative
support to capital projects.’ Several adjustments and corrections to its gross O&M figures were subsequently
provided to account for these allocations.

Creative Energy confirmed thatitdoes not have any formal policies on allocations from O&Mto capital. It states
that managementsalaries are charged out as a direct labour charge based on estimated time spenton each
project® and thatthe amountis “based on a loaded rate which includes benefits and associated costs for each

I 796

individua However, forgeneral overheads and indirectlabour, there is noindication on how these costs are

beingchargedto capital.

CEC Final Submission

CEC considers the Project Managerand the VP Business Developmentto be more focused on costs and time
allocated to new developments ratherthan to Creative Energy’s stable and existing customer base. CECis not
persuaded thatthe proposed allocation of the new employees’ costs warrant the increased O&Mfor core
customers and urges the Commission to disallow their costs as it impacts Creative Energy’s core customer base.
Specifically, CEC highlights the growing focus of the Project Manager (from 50% in 2015 to 100% in 2017) being
dedicated to new project activity and the role of the VP of Business Development which appearto be out of line

with the stable nature of core customers.

CEC submitsthatthe cost allocations of these new employees appear to be parking costs with the core business
until other developments get further defined and underway.”’

Creative Energy Reply

In its Reply, Creative Energy submitsitis necessary first to distinguish between “new business expansion
activities” thatare related to the expansion and growth of the core district energy system (DES), and those
activitiesthat are related to development of new district energy systems such asthe NEFC. Second, itis
necessary to considerif there are any benefits to the core system that may be triggered as a result of the new
DES. Creative Energy submits thatitsinvolvementin new business expansion activities should be supported by
the Commission. However, Creative Energy further submits if only the allocations between core customers and
future customers are being considered then all of the costs of the New Project Managerand the New Service
Line Manager, plus 50% of the costs of the New VP Development should be to the core customers (the other
50% to future customers).”®

%% ExhibitB-2, BCUC IR 1.9.12 and 1.9.13.

% |bid, BCUC IR1.9.13.

% ExhibitB-5, BCUC IR 2.7.2.

7 CEC Final Submission, p. 9.

%8 Creative Energy Reply Submission, p.8-9.
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Commission discussion

The Panel considers two importantissues pertaining to Creative Energy’s new employee additions and cost
allocation processes. The firstissue is whetherthe cost allocation fromthe core business tothe NEFC projectis
appropriate. In particular, whether the expense related to the three new employees should be allowed in the
O&M forcore customers? The second issue is whetherthe cost allocation from O&M to capital within the core
businessis appropriate. These distinctions are important since (i) the core customers should not be cross-
subsidizing development of the NEFC or otherfuture TES projects (ii) 2015 O&M costs for rate setting should not
include coststhat are more suitably classified as capital costs. These issues will be discussed below in detail,
following with the Panel’s determination.

5.2.1 Newemployeesand costallocations

First, the cost allocation from the core customers to the separate legal entity appears to be arbitrary rather than
based on any Commission tested and approved methodology. Creative Energy states that 50% of the new
Business Development manager’s salary is cross charged to another entity and do not form part of this RRA .*°
However, thereis no clearevidence to support this 50% allocation oreven an identification of which legal entity
these charges are goingto. Creative Energy submits thatthe appropriate allocation of costs across franchise
areas isat an early stage, and that it needs to carefully proceed inamannerthat benefits all customergroups.
As such, Creative Energy is proposing to continue to consider cost allocation options which it will bring forward
inits next RRA or possibly before.**

Creative Energy further submits that “[m]oving forward in 2015, Creative Energy hasimplemented anew
timesheet process to allocate time spent on capital projects within the downtown core region and other

projects that are being pursued.”***
which may impact the cost allocationsin 2016 and 2017 revenue requirements. This uncertainty further

Itisclearto the Panel thatallocation methods are still being developed
supportsthe Panel’s previous determinations to only approve the 2015 revenue requirements at this time.

The Panel notes thatin its NEFC CPCN application, Creative Energy proposes a methodology to allocate certain
fixed costs from the core utility tothe NEFC project. This allocationis based on four components: Steam
production, steam distribution, corporate overheads and management salaries.*® This allocation policy is yet to
be tested or approved by the Commission.

CEC suggeststhatthe Commission should denythe cost allocations of the VP Business Development and Project
Manager to the core customers’ O&M because based on the Creative Energy’s “new vision for the utility” those
two positions seemed to be more focused on new developments.'®® CEC’s approachisin line with the Panel’s
ultimate concerninthatthe costs related to core customers, and to new developments must be properly

°% Exhibit B-5, BCUC IR 2.7.2.

19 creative Energy Final Submission, p. 8.

% bid, p. 20.

192 creative Energy NEFC CPCN Application, dated April 17,2015, p. 69.
193 CEC Final Submission, p. 9.
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understood and appropriately separated. Thisissue will become increasingimportant as Creative Energy
pursues otherinitiatives outsideits core service area while still utilizing overhead, business development, and
certainfixed costs fromits core business unit.

In Reply, Creative Energy appears to suggest that consideration must be givento whetherthere would be
benefits tothe core system that may be triggered by and be primarily related to any new district energy system.
That is, in some cases the core system may benefitfromincreased efficiencies when employees are involvedin
“new business expansion activities.”'* The Panel acknowledge that this may be the case, howeverthere is no
evidence inthis proceeding which supports this claim orthe value that should be placed on these benefits, if
any.

As a further concern, the Panel notes that there may also be costsincurred to date for corporate functions
performed atthe parent company which may be allocated to Creative Energy in the future (see Diagram 1in
Section 1.5). This issue was not explored within the scope of this proceeding but should be understood in the
context of the corporate group, in developing an appropriate policy to govern the costallocations to and from
Creative Energy’s core customers.

Commission determination

The Panel determines that the appropriate expenses to be allocated to the core customers, and therefore,
allowed in the core revenue requirements, shall include 100% of the salaries of the Service Plant Manager and
100% of the salaries of the Project Manager in 2015. Further, the Panel determines thatgiven the evidence
provided the most it can allow is 25% of the salaries and benefits of the VP Business Developmentin the 2015
test period.

The Panel does notagree with CEC’s concerns thatthe Project Manager has a growing dedicationto new project
activity. Based on the description of duties provided by Creative Energy,'® the Panelis satisfied that this role will
be focused on servicing the core customers. The Panel also acknowledges that the core customers may benefit
somewhat fromthe efforts of the VP Business Development, howeverthe extent of these benefits have not
beenreasonably exploredin this proceeding. Based onthe record before it, the Panel approves only 25% of the
VP Development’s salary to be absorbed by the core. Further, Creative Energy must clarify in the confidential
component of its compliance filing the amount by which the O&M s reduced due to this disallowance and
how the transfers will be tracked.

Creative Energy is also directed to file a cost allocation methodology with the Commission within 24 months
of this Decision, to address resource sharing, cost allocation policies and the Panel’s concerns on potential

cross subsidization expressed in this Decision.

A relatedissue pertaining to the allocations tothe NEFCis also discussed in Section 9.2 of the Decision.

194 Creative Energy Reply Submission, p. 8.
1% ExhibitB-3, CEC IR 1.8.1.1.



35

5.2.2 Cost allocations from O&Mto Capital

The Panel finds that the cost allocations within the core business from O&Mto capital do not appearto be
guided by any formal policies, criteria, or guidelines. Without any formal methodology or principlesin place, it
would be difficult for the Commission, orthe utility itself, to assess the accuracy and appropriateness of the
gross to net O&M calculations every year. There could be also human errorsin estimating or charges omitted
altogether—as is the case forthis Application. The Panel notes that the resultingimpact of potential errors
would manifestinto the overstatement of gross O&M and ultimately, the rates forany particular year could be
settoo high.

Commission Determination

For these reasons, the Panel directs Creative Energy to file a capitalized overhead study in its next RRA
outlining the utility’s policies on allocating costs from O&M to capital. This cost allocation policy should
govern costs that are directly charged to capital, any general overhead allocations and indirect labour
allocations.

5.3 General Administrative and Office
5.3.1 SalesExpense

The General Administration and Office expense forecast of $383,346 isincluded within the total Operating
Expenses for 2015. Included within this General Administrative and Office forecastis the Sales Expense of
$56,460 as showninthe table below.

Table 5.4
Table 6.1.4 - GENERAL ADMINISTRATIVE AND OFFICE - REVISED .
2013 1014 1014 205 2016 2017
910 Sales Expense 34,650 38,064 23,000 £ 460 57 549 58,741
015 [hrectors’ Fees 30,000 30,830 25 000 42,000 42340 43,607
021 Cffles Supplies 47 8ED 119,341 66,203 £3 166 50,535 B0,328
921-1 Engineering Expense - 5,004 1,500 - 2000 1,000
G21-2 Risiness Meals & Entertainrrent 53,370 BOE? 20,000 9,180 0,364 9551
523 Outside Services 97513 144,493 104,000 84,000 ES 650 7,394
524 Insuramce 86,363 59,854 86,400 106,600 108,732 110,907
932 Building Maintenance 17,007 18,457 30,000 26,640 17am 17,716
§ 376753 (% A55030 5 3IS6L03|§ 31346 4§ 303013 §  4DDENM
106

1% ExhibitB-1-1, Table 6.1.4, p. 35.
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Creative Energy provides the following breakdown forits Sales Expense forecast:

Table 5.5 Forecast Sales Expense

2014 2015 2016 2017
Sales Expenses
Advertising 12,000 12,240 12,485
Promotion 7,495 3,000 3,060 3,121
Commissions on new connections 12,000 12,240 12,485
Conference 1 9,019 6,230 6,355 6,482
Conference 2 6,230 6,355 6,482

16,514 39,460 40,250 41,055
Dues Membership

BOMA 1,005 1,500 1,530 1,561
QUEST 12,500 5,000 5,100 5,202
IDEA 7,000 7,500 7,650 7,803
CPABC - 1,500 1,530 1,561
CPABC 1,500 1,530 1,561

20,505 17,000 17,340 17,688
37,019 56,460 57,590 58,743  |107

Creative Energy submits that these amounts reflect the Company’s newsales, marketing and customer support
initiatives within the core, as well as initiatives required to enhance industry and city relations. Creative Energy
alsonotesthat the increased sales expenses are offset in part by reduced expenses for club memberships and
other promotional items, which are reflective of adifferent approach to customerrelations and agreater
emphasis on information support and industry participation.**®
approximately 40% of the sales and marketing costs.

Professional dues and memberships represent

CEC raised the concern addressed inthe Commission’s previous 2014 RRA Decisionin that the cost-causation
relationship of the sales expenseto the potential benefits actually attributable to the utility’s customerbase
must be considered. CECis not persuaded by Creative Energy’s explanations on how the expenditures would
fully benefit core customers, and further submits that the Commission evaluate the expenditures against the
2014 approved amountratherthan the actual expenses. CECsubmit thatthe BOMA, IDEA, and Chartered
Professional Accountants of British Columbia (CPABC) are appropriatelybeneficial to core customers but that
the QUEST spending of $5,000 for exposure to the developmentindustry may not necessarily be in the core

. 109
customers’ interest.

Commission Determination

The Panel approves the sales expense of $56,460 for 2015.

197 Exhibit B-2, BCUC IR 1.12.3.
198 EyhibitB-3, CEC IR 1.14.2, p. 22.
199 CEC Final Submission, pp. 13-14.
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In the Reasons for Decisionto Central Heat’s 2014 RRA, CHDL was directed toreduce its 2014 Sales Expense by
$37,000. The Commission considered that the average of the last 4 years Sales Expense (2010to 2013) of
$23,000 to be a more reasonable forecast for 2014 and stated that it:

... believes that any marketing effortsincurred forthe purpose of raising awareness for
orincurredinthe development of new and separate district energy systems should not

be borne by CHDL’s existing customer base...!"

The Panel has considered the Commission’s previous reductions to Sales Expenses and agrees with CEC, the
interpretedintentistoensure that only those costs attributable to servicing core customers are allowed in the
revenue requirements. The Commission’s concerns are related to the potential cross subsidization of costs
between core and new service area customers, and it endeavours to ensure that business development costs
that should be more appropriately allocated to new projects will be correctly assigned. The Panel has also
discussedthese concerns elsewhere in this Decision.

Notwithstanding the previous intention of the Commission, the Panel also recognizes that Creative Energy
operatesina competitive environment with no mandatory connections."*° The nature of thisimpact s
apparently observed in Creative Energy’s decreasing sales trends over the past number of years despite the
modestincrease in new customersto the core. The Panel also takes note that the Commission has previously
acknowledged the competitive nature of Creative Energy*'* (then, Central Heat), and therefore hesitates making
a determination which may impact the utility’s ability to compete, educate, and attract new customers to the
core. For these reasons, the Panelis not prepared to reduce the sales expense.

5.3.2 Directors’ Fees

Includedinthe General Administrative and Office 2015 forecast, are the Directors’ Fees of $42,000 for 2015.
Creative Energy submitsits Board of Directors contains five members andis a reasonable size giventhe
increased complexity of the business environmentand the new direction of the Company.'*?

CEC notes that Directors feesfor 2014 were $5,000 or20% higherthan the 2014 approved amount of $25,000.
For 2015, CEC notes, the proposed Directors’ fees are significantly higher than both the approved and actuals for
2014. CEC submitsthatthe additional expensein Directors’ fees does notrepresentan appropriate expenditure
to be borne by existing ratepayers and thatit does not find any clear benefit attached to this expenditure. CEC
further submitsthatthe increase in Directors’ feesisappropriately ashareholderresponsibility and therefore

recommends that the Directors’ fees be reduced to the levels approved for 2014.**

In Reply, Creative Energy argues thatitwould be incorrectand inconsistent with past Commission decisions for
CEC to suggest that Directors’ Fees should be ashared cost between shareholders and customers.

[ Order G-70-14,2014 RRA Reasons for Decision.

0 Exhibit B-1, p. 1 and Creative Energy Final Submission, p.9.
" GCOC Stage 2 Decision, p. 131.

12 Creative Energy Reply Submission, p. 15.

3 CEC Final Submission, p.15.



38

Commission Determination

The Panel approves the applied for Directors’ Fees for 2015 as it considers a board of five directors and the
related compensation reasonable to provide oversight for Creative Energy.

6.0 LOAD FORECAST

Creative Energy provided its historical steam sales (2011 — 2013) and itsforecastload (2014 —2017) on page 39
of its Application. A calculation of the year overyearchangesindemandis showninthe following table below:

Table 6.1
M # % change
2011 1,226,756 -
2012 1,173,772 -4.3%
2013 1,140,647 -2.8%
2014 Est 1,076,767 -5.6%
2015 Est 1,106,494 2.8%
2016 Est 1,116,889 0.9%
2017 Est 1,132,320 1.4% 114

There has beenadecreasingsalestrend forthe past number of years, although Creative Energy is forecastingan
increasingload growth for this test period. In 2014, the approved forecastwas 1,136,141 million pounds, but the
latest projection was 1,076,767 million pounds or5% less than anticipated. Creative Energy states that the sales
volume did not materialize because of changes in weather, changesin customer business needs, efficiency
upgrades by customers, and delayed customer connections.'*®

Creative Energy does not have any deferral accounts forload variances and stated that risk of load variances are

borne entirely by its shareholders.*®

For 2015, Creative Energyindicated thatthe increase in growth was based on connection agreements that have
beensigned,"” however Creative Energy appears to suggest that none of these contracts are on a “take or pay”
basis.'* For 2016 and 2017, Creative Energy stated that the forecast of growth of additional customers was

based on sales and marketinginitiatives “being developed.”**

''* Adopted from ExhibitB-2, BCUC IR17.3.
"% |bid, BCUC IR1.17.1.

Ibid,BCUC IR1.17.2.

Ibid,BCUC IR1.17.5.

"8 ExhibitB-5, BCUC IR 2.10.3.

"9 ExhibitB-2, BCUC IR 1.17.5.

116
117
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CEC Final Submission
CEC accepts Creative Energy’sload forecast and recommends the Commission to enable an annual process of
updatingforecasts along with the rate adjustments as proposed by Creative Energy. CECalso requests that the

Commission direct Creative Energy to take aweathernormalized approach to forecasting in each annual update
of the forecastand request clarification of the customer count methodology to ensure consistent data.'*°

Creative Energy Reply
Creative Energy disagrees with CEC’s submission as it does not believe that these initiatives will “meaningfully
forecast statistically” because they are “large and lumpy projectsin a very small system,” and thereforeits

assessment cannot be based on statistical analysis oraweathernormalized approach. Further, Creative Energy
clarifiesthatit currently does not adopt a customer count approach and reaffirms thatitsload forecasting
methodology is based on monitoringindividual customer plans.***

Commission Determination

The Panel notes Creative Energy confirms that the largest variance in forecast loads is weather related; however,
the Company does not propose to adopta weather normalized approach to forecasting. Arguably, thisis a
variable overwhich the utility has no control. The Panel recognizes that the load in the test period may turn out
to be differentthan what Creative Energy is anticipating, as has been the case in the past. The Panel notes that
the historical trend suggests that Creative Energy’s load forecasts have been consistently higherthan the actual
load recorded.

Initially, Creative Energy appears to diminish the importance of the load forecastimpact by indicating that “in
the absence of a deferral account for sales, [it] bears 100% of the risk for overestimating future load.”*** This
position becomesless clearto the Panel during the second round of IRswhen Creative Energy stated that it
“proposes to annually file an update to the load forecast for [each of] the following year.” *** It would appear
that duringa multi-yeartest period, the utility may be implying aload forecast variance account, which would
accommodate the updated load forecasts each year. However, inits Final Submissions, Creative Energy made a

»n124

decisionto “not seek to transferforecast risk to customers.””“" Therefore, the Panelis unclear on what the filing

of the load forecast update each year would accomplish otherthan providinginformation only.

A furtherconcerninthe area of load forecastingis the method in which the forecasts are derived. Creative
Energy explainsthatitdoes notrely on econometricmodelingandinstead relies oninformation gathered from
individual customers.'”> The Panel accepts that Creative Energy does not adopta weathernormalized or
customer count approach inits load forecasts, and agrees to some extent thatindividual customers should have
the most reliable information pertaining to their consumption needs. The Panel also rejects CEC’s suggestions
that customer count data would be relevant. Despite the customer additions over the past number of years, the

120 CEC Final Submission, p. 3.

21 Creative Energy Reply Submission, pp.3-4.
'22 Exhibit B-2, BCUC IR 1.17.5.

'2% Exhibit B-5, BCUC IR 2.10.4.

124 Creative Energy Final Submissions, p.9.
2% bid, p. 12.
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load forecast appears to be consistently higher than actual, which as Creative Energy points out, is partly
attributable to customers’ implementation of demand side measures, notrelated to customer count data.
Therefore, the Panel considers that customers’ estimates may also contain alevel of inherent bias to forecast
higherthan theiractual needsto ensure reliability of supply. Itis clearto the Panel that Creative Energy needs to
review its forecasting methodologyas past actual results indicate that this customersurvey method produces
resultsthatare too high. The Panel accepts the 2015 load forecast, however Creative Energy is directed to
consider other methods of load forecastingin its next RRA. If the same methodis to be employed (customer
surveys) then Creative Energy should consideradjusting for any inherentbias in the customerdriven
forecasts.

7.0 CAPITAL EXPENDITURES

Creative Energy statesthatits capital expenditures plan relates to growth from new infill development or
retrofitting of potential customers and infrastructure upgradesto the systemandis necessary to provide
reliability and safety within its core system. It also states that it is embarking to a growth plan to extend its
systemto services beyond the core through future CPCN applications and that these related capital
expenditures are notincluded in the current rate base.'* Creative Energy provides the following summary for ts
capital program forthe test period:

Table 7.1 Forecast Capital Expenditures

Table 7.1.3 - Capital Program
2014 2015 2016 2017

Customer 584,879 210,518 879,686 624,775

Plant 94,966 139,000 75,000 -

Service Line 260,728 505,000 490,000 370,000
Leasehold Improvement 100,000 - - -
Website Development (S0%) 125,000 - - -

Software/Hardware/Implementation 122,210 16,000 - -

Office 347,210 16,000 - -

1,287,783 870518 1444 686 994,775

Major expendituresin 2015 include Boiler Plant Equipment for $139,000, Manhole Structures for $480,000 and
other Distribution Equipment for $140,000."* In 2014, total capital expenditures approved were $2,293,900'*,

while the actual total expenditures were only $1,287,783.

2% ExhibitB-1, pp. 9, 13.
17 ExhibitB-1, Table 7.1.2, p. 45.
128 Central Heat Distribution Ltd. 2014 RRA, Tab 7, pp. 7-3.
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Creative Energy calculates returns based on amid-yearrate base figure."*’

CEC submitsthatgiventhe uncertainties with respectto when capital expenditures will actually be made
relative to whentheyare planned, CECsubmits thatitisimportant forthe rate base to only be updated with
prioryear actual capital expenditures. CECunderstands that thisis what Creative Energy anticipates doing, but
recommendsthat the Commission review prioryear capital expenditures to ensure that actual expenditures are
used for rate setting adjustments. It does not appearthat CEC has any major issues with Creative Energy’s
capital expenditures schedule.”°

Commission Determination

The Commission Panel takes no issues with Creative Energy’s rate base recognition method and finds the
forecast capital expenditures for2015 to be reasonable and are therefore approved.

8.0 PENSION ISSUES

8.1 Introduction and Background

Creative Energy maintains aregistered defined benefit pension plan (DB plan or the plan) covering twenty-two
employees.”! Employee future benefits underthe plan are valued by both an accounting valuation and a
fundingvaluation. Actuaries prepare an accounting valuation to determine the pension expenseto be
recognizedinthe financial statements (financial reporting Pension Expense). Actuaries also prepare afunding

132 Both the financial reporting

valuation to determine the cash contribution requirements (Cash Contribution).
Pension Expense (accounting valuation) and the Cash Contribution (funding valuation) recognize the same costs;
however, the amountallocated to each yearis not the same. The difference between the cumulative Cash
Contributions and the cumulative Pension Expense since the inception of the planis equal tothe Pension

Asset/Liability, as reported on the financial statements (financial reporting Pension Asset)."*

For ratemaking purposes, aregulated utility is normally entitled to recover pension costs in rates if prudently
incurred (Pension Expense for Rates); however, the basis for determining the Pension Expensefor Rates can vary
from regulatorto regulatorand from utility to utility. Forinstance, Pension Expensefor Rates can be based on
the Cash Contribution, the financial reporting Pension Expense, or certain components of financial reporting
Pension Expense such as current service costs.

2% ExhibitB-2, BCUC IR 1.21.3.1.

130 CEC Final Submission, p.19.

1 ExhibitB-1-1, p. 69.

132 cash Contributions are composed of cash contributions to the DB plan as determined by triennial actuarialvaluationsin
compliancewithregistered pension planlegislation as administered by the B.C. Financial Institutions Commission.

3 ExhibitB-1, Tab 9, p. 53.
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However, it would be unusual forthe Pension Expensefor Rates to be based on Cash Contributions if GAAP are
used as the basis for the utility’s regulatory schedules. However, for utilities who’s Pension Expense for Rates is
based on the Cash Contribution, the cash outlay to fund the utility pension plan will equal the amount of cash
recovered from ratepayers.”>* Alternately, for utilities whose Pension Expense for Rates is based on the financial
reporting Pension Expense, or certain components of it, adiscrepancy will exist between the cash outlay to fund
the plan and the amount of cash collected in rates (out-of pocket cash outlay). Itis not unusual forregulators to
allow a utility to be compensated forthe carrying costs related to this out-of pocket cash outlay.

Ifthe Pension Expense for Ratesis equal to the financial reporting Pension Expense, then the out-of-pocket cash
outlay should equal to financial reporting Pension Asset, and accordingly, no carrying costs need to be
compensated for. However, because ratemakingis based on aforecastand rates are often set for multiple years
at a time, the Pension Expensefor Rate setting will not necessarily equalthe Pension Expense for financial
reporting purposes, even if the forecastis made on that basis. As such, the actual out-of-pocket cash outlayis
not necessarily equal to the Pension Asset reported on the financial statements; rather, the actual out-of-pocket
cash outlay will be equal to the difference between the cumulative Cash Contribution to the planand Pension
Expense for Rates (Regulatory Pension Asset).

Furthermore, the Cash Contribution and not the Pension Expensethatis deductiblefortax purposes; therefore,
inorder to determinethe true out-of-pocket cash outlay, the Regulatory Pension Asset must be adjusted forany
tax implications (After-tax Regulatory Pension Asset).

8.1 Requested treatment

In the Application, Creative Energy soughtapproval for recovery of financing costs of its defined
benefit pension plan,and proposed that compensation be provided by rate base treatment of
the full amount of the After-tax Pension Asset. During the preparation of responses to
information requests, another compensation approach was identified that provides for rate
base treatment of a portion of the After-tax Pension Assetand deferralaccount treatment of
the remaining portion of the After-tax Pension Asset. Creative Energy believes that this second
compensation approach is fairand reasonable."*

Therefore, Creative Energy requests the following approvals:

to recovera Pension Expense of $214,300 in 2015;**° (Section 8.2)
to includeinrate base, startingin 2015, the After-tax Pension Asset with aforecast 2015 balance of
$402,283;"*’ (Section8.3and 8.5)

o torecoverinrates the Regulatory Transitional Adjustment of $301,177;"** (Section 8.4)

3% Under the assumption thatthe forecastequals actual.
135 Creative Energy Final Submission, p.23.

13 ExhibitB-5, p. 1 of 5.

7 bid.

38 1bid.
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o foraWeighted Average Cost of Capital (WACC) deferral account with athree year amortization

period commencingin 2016 to recoverthe After-tax Regulatory Transitional Adjustment;

(Section 8.6)

139

o foranongoing WACC pension expense variance deferral account with athree yearamortization
periodto capture the annual variance between forecast Pension Expense for Rates and actual
financial reporting Pension Expense.'*° (Section 8.7)

8.2

In the Original Application, Creative Energy requests to recoverin 2015 rates, a Pension Expense of $229,387.

Pension expense (operating expense)

In the Evidentiary Update, the expense was updated to $241,410
$214,300."* Creative Energy states that the first two forecasts were incorrectly based on Cash Contributions and

not the forecast 2015 Pension Expense.***

141

and updated againinresponsetolIR No. 2 to

Creative Energy states that the final updated forecast 2015 Pension Expense of $214,300 has been prepared by
the actuary and is in accordance with ASPE and provided the following detailed calculation: **°

Table 8.1 — Forecast Pension Expense

| | 012 3 | 4 | was | s | aow7
Pension Expense | | | |
Current Senvice Cost 153,400 222500 253,100 245900 | 152400 | 259,100
Ineterest Cost 205,500 207 800 234 500 243000 | IS5000 | 368000
Expected Return on Plan Asscts (2404000 [254,200)) (25300010 (27400010 (288,300 (303,100)
| | I
Amartization of Net Actuarial Losses 12900 4220
Amartization of Transitional Obligation {15,700 | | | |
Amartization of Fast Service Costs 33,000 33,000
| | I
Femeosuramant and other tams
Difference bebween actual returnon
plan asset and retum @l oulated | 2es800) | |
Actuanial Gains and Losses
Past Service Costs |
fGains and lazses from Settlements and
Curtailments
| | | |
Pension Expense (1/5) | 174000 | 254,300 | RE ) | a0l Ha0 ! R4 '

139 ExhibitB-5, p. 5 of 5.

19 bid.

" ExhibitB-1, Tab 6, p. 32.
Y2 ExhibitB-1-1, Tab 6, p. 33.
3 ExhibitB-5, BCUC IR 2.21.2.
* 1bid.

5 ExhibitB-5, BCUC IR 2.21.3.
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Commission determination

Creative Energy’s forecast 2015 Pension Expense of $214,300 is accepted by the Panel as it appears to be
reasonable and is calculated by an external actuary in accordance with the Pension Expense forfinancial
reporting purposes. The treatment of the difference between the forecast Pension Expenserecovered in rates
and the actual financial reporting Pension Expense, is addressed in Section 8.7 of this Decision.

8.3 After-tax Pension Asset

Creative Energy states thatits Cash Contributions have exceeded its financial reporting Pension Expensesince
2004, resultinginagrowing cumulative difference between its annual Cash Contributions and the Pension
Expense."® Creative Energy further states that the Cash Contributions in excess of the financial reporting
Pension Expense have been funded by the shareholders and they currently receive no compensation or the
financing costs related to the excess.*"’

Creative Energyis of the view that the cumulative difference between the annual After-tax Cash Contributions
and the financial reporting Pension Expense should be accorded rate base treatment as has been approved for
other utilities regulated by the Commission, including Pacific Northern Gas Inc. (PNG), British Columbia Hydro
and Power Authority and all of the Fortis utilities. Creative Energy states that the funding applied forin this
Application follows asimilarapplication by PNG, approved by the Commissionin Order G-89-13. **

In the Original Application Creative Energy forecast the December 31, 2013 After-tax Pension Assetto be
$1,076,127 (51,513,400 before-tax), and requested thatthis amountbe includedin rate base in each of 2015,
2016, and 2017."*° Through the first round of IRs it was revealed that Creative Energy was in fact requesting the
December 31, 2014 balance to be included in rate base which it forecastat $727,627 ($602,800 before -tax)."*°

Duringthe second round of IRs it was revealed that Creative Energy made an errorin calculating the after-tax
value of the financial reporting Pension Asset at December 31, 2014, and updated the calculation After-tax
Pension Asset from $727,627 to $402,283 (the before-tax amount of $602,800 remained unchanged)."!

8 Creative Energy states that prior to 2004 the cumulative difference was immaterial.
Y ExhibitB-1, Tab 2, p. 14.

8 ExhibitB-1, Tab 2, p. 14.

19 ExhibitB-1, Tab 7, p. 44.

% ExhibitB-2, BCUC IR 2.28.1,1.29.2 and 1.29.3.

! ExhibitB-5, BCUC IR 2.25.4.
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The table below details the December31, 2013 and 2014 before-tax and after-taxcalculation of financial

. . . 152
reporting Pension Asset (before the update forthe after-tax 2014 closing balance).
Table 8.2 — Pension Asset as at December 31, 2014
Fingneial Seatimsert Prasantation of Central Heat Pencion Asset
[grods befone tax) Tranditian e
200 2005 2005 2007 2008 2008 2000 2011 M1 2ma 2003
Opening Balance 37,1000 | 2,000 42400 139200 0,100 350400 583,20 TeLIMD  LOGTS00 1323100 1513400
Impact of Transition to CICA 3452 1,164, 500)
Net Change of Transition B 500
Arcrual Expense 134800 15400 133100 85,900 55,100 BL500 74,800 0,500 174000 59,300 550
Cath Contributions 169900 165800 220500  NGEND  1TSSA00 2B4. 300 JRLMD X865, 000 Lraliii] L0600 260,100
Net Change 35,100 400 06800 LA000 90,300 202,800 207900 306,400 155,600 190,300 254,300
Clasing Balance | 20000 42400 130000 260100 3500400 553,300  PELI0O  LOGR.500 1323100 1.513.400 602500
Financial Statement Presentation of Central Heat Pension Asset
fafter tax)
2004 2005 2005 2007 08 2009 2010 011 012 M3 2014
Annual Tax Rate 38.5% T 0.0% 37.0% 008 30008 5% 216.5% 5.0 I 26.0%
Opening Balance (22,816} (L2304 26,431 B7A15 163582  XXSER9 IGTELD 516,457 41,701 933401 1,076,127
Het Change (35 per ahave) 35100 a0 96500 120900 50,300 JUREDO O S00 306400 255,500 190,300 (3455000
Tax lmpact on Met Change (13,504} (1673} (35316) [44,733) (27.993] (60E40) (59252 [BL 1% (63,500} {47.575) o
Clasing Balamoe {1230} 26,431 87415  16358r 22589 36740 516497 T 033,401 1,076,126 121627

Creative Energy hasrequested to be compensated for costs to finance the after-tax difference between the Cash
Contributions and the Pension Expense (After-tax Pension Asset) which it forecasts to be $402,283 in 2015.

Commission determination

The Panel finds thatit hasa duty to approve rates that provide Creative Energy with areasonable opportunity to
earna fairreturnon itsinvested capital, whichis consistent with the regulatory compact. Accordingly, the Panel
determinesthat Creative Energyis entitled to be compensated for the carrying costs related to the out-of-
pocket cash outlay to finance its DB plan starting in 2015.

Creative Energy requests that the out-of-pocket cash outlay be equal to the financial reporting After-tax Pension
Assetonthe basisthatit wasapproved by the Commission for other utilities, and specifically referred to the
Commission’s determination on the application by PNGforthe 2012 Pension and Non-Pension Benefits (PNG

Pension Decision).

12 Exhibit B-2, BCUC IR 1.28.1.



46

On page 8 of the PNGPension Decision, the Commission determined that PNGwas entitledtoearnareturnon
the capital it reasonably requiresto carry outits operations and therefore, was entitled to earn a return on the
out-of pocket cash outlay required to finance the DB plan. The Panel determined that the out-of pocket cash
outlay was to be equal to the after-tax cumulative difference between the Cash Contributions and the Pension
Expense for Rates, also known as the After-tax Regulatory Pension Asset.

In the particular case of PNG, the value of the After-tax Regulatory Pension Asset was not materially different
than the financial reporting After-tax Pension Asset, because the Pension Expense for Rates was not materially
differentthanthe financial reporting Pension Expense. As aresult the Panel found that the incremental costs of
using the financial reporting After-tax Pension Asset outweighed the benefits of using the After-tax Regulatory
Pension Assetand for PNG determined thatitrepresented the out-of pocket cash outlay required to finance its
pension plan.

For Creative Energy the Panel finds that the out-of-pocket cash outlay required to finance its DB planis not
necessarily equalto the financial reporting After-tax Pension Asset. Rather, similarto the Commission’s findings
on PNG, the Panel determines that the out-of-pocket cash outlay required to finance its pension planis equal
to the (mid-year) after-tax difference between the cumulative Cash Contributions to the plan and Pension
Expense for Rates ( i.e. the After-tax Regulatory Pension Asset).

The calculation of the mid-year After-tax Regulatory Pension Asset, rationale forits determination, and the
alternativestreatments considered are further addressed below.

8.3.1 After-tax Regulatory Pension Asset

Creative Energy confirms thatthe Pension Expense for financial reporting purposes for the years 2004-2013 was
not equal tothe Pension Expensefor Rates.™®The two tables below shows that as at December 31, 2014,
After-tax Regulatory Pension Asset or the after-tax out-of-pocket cash outlay is $703,460

($1,010,218 before-tax). At December31, 2014, the After-tax Regulatory Pension Asset is $301,177 greaterthan
the financial reporting Pension Asset of $402,283.

Table 8.3 Before-tax Regulatory Pension Asset

Pre2004 2004 2005 2006 2007 2008 2009 2010 20011 2002 2013 204 Total

Pension Expense recovered in rates 169,300 169,800 229,300 206,800 175,400 284,300 282,700 386,300 429,600 443,600 260,100 3,045,000
Cash Contributions to Plan 37,100 80,000 80000 8000 80000 237547 237947 237847 27547 237947 137947 150,000 2,034,782
Difference 20000 29800 149900 126800 -62547 46353 44753 148053 191,653 211,653 10,100 1,010,218

154

123 Exhibit B-2, BCUC IR 1.24.3.
% Data collected from ExhibitB-2, BCUC IR 1.24.3.
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Table 8.4 — After-tax Regulatory Pension Asset

| | D N5 NK  DW MM NS M0 M ®Q o
| | | ' l |
Opening anze A | @um (0@  uAD %AD| NS0 930 A0 M40 M40 EGED|  B0aD
I ! 1 l l |
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[ | I I | | | ' T
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The Panel determined that the After-tax Regulatory Pension Asset at December 31, 2014 is $703,460.
However, unlike PNGwho reports under US GAAP, Creative Energy applied anew pension accounting standard
in 2014 which required atransitional adjustment (Transitional Adjustment) to be made to the financial reporting
Pension Asset. Before the Panel makes afinal determination on the regulatory treatment of the After-tax
Regulatory Pension Asset it willaddress the regulatory impact of the Transitional Adjustment.

8.4 Regulatory Transitional Adjustment

8.4.1.1 Pensionaccounting standard 2014 changes

Creative Energyisrequiredto prepare its financial statements under ASPE. In May 2013 the Accounting
Standards Board issued ASPE Canadian Institute of Chartered Accountants (CICA) HB Section 3462 Employee
Future Benefits (Section 3462) which replaces ASPE HB Section 3461 Employee Future Benefits (Section 3461)
for annual financial statements relating to fiscal years beginning on or after January 1, 2014. **°

> Exhibit B-5, BCUC IR 2.25.1.
> Exhibit B-7.
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Creative Energy explains the change as follows:

Recentchangesto the financial reporting standards, as specified in generally accepted

accounting principles, regarding the reporting of benefit obligations and plan assets are also a

contributing cause forthis Application.*”’

Effective January 1, 2014, Creative Energy adopted Section 3462 — Employee Future Benefits when accounting
for its DB pension plan. The most significant changes to the standard are as follows:

Table 8.5 — Comparison of CICA 3461 and CICA 3462

Saction 3461 Sectlon 3462

1. Elimination of deferral and amertizatlon approach

= There was an option to All defined benefit plans must be accounted for wsing an approach that results In
account for defined benefit recognition of:
plans wsing the Immediabe « the full amount of 2 defined bemefit obligatlon, net of plan assets, In the balance
recoqgnitlon approach or the sheet {subject to a celling test for a net assety; and
deferral and amartzation + chamges In the falr value of plan assets and In the mezsurement of the plan obliga-
approach. tlon and assek celling, Including past service costs and galns and losses arlsing from

settlements and curtallments, Immediately In Income.
2. Measurement date

= Plan ckligatlons and plam + Plan obligations and plan assets must be measured as of the balance shest dabe.
assets could be measured up
to three months before the
date of the balance sheat.

3. Use of a funding valuation

= Under the Immediate rec- + For defimed benefit plans that hawve an appropriabe funding waluation, the cbligation
ognitlon spproach, IF an 15 measured using elther that valuabion or one prepared for accounting purposes,
appropriate funding valustion with the same cholce applled to all such plans. For ather plans, the cbligation 1s
exlsted for a defined benefit measured using am accounting walestion.

obligation, then that funding
valuatlon had to be used.

4. Past service costs for defined contribution plans

« Past service costs were amaor-  «  Past service costs are recognized In the perod Inwhich the plan is Inltiab=d or In the
tized aver the perlod during perad Inwhich 2 plan amendment 1s agread to.
which the entity 1s expectad
to reallze economilc bensflks
from the plan Inltlaton or
amend ment.

158

7 ExhibitB-1, Tab 9, p. 53.
'°8 cPA Canada Financial Reporting Alert, September 2013.



49

The standard requires retroactive application in accordance with CICA Section 1506 resultingin an adjustment to
retained earnings (Transitional Adjustment) of the amounts previously included inthe Pension Asset relating to
the unamortized actuarial gains and losses and past service costs as at January 1, 2014. For financial reporting
purposes Creative Energy’s actuary has calculated the Transitional Adjustmentin 2014 as $1,164,900 as
follows:**

Table 8.6 — Calculation of Transitional Adjustment

| _Jan. 1, 2014| I
| to! |
| Dec. 31, 2014| I
|Fair Value of Plan Assets - Beginning of Year - Funding Valuation Basis I,BE‘J._{I:I:}_I.[M
Defined Benefit Obligation - Beginning of Year - Funding Valuation Basis 4,532,500 I[_EI-:I 348,500

Fair Value of Plan Assets - Baginning of Year - Accounting Basis 4,833,100 |[C)
Defined Benefit Obligation - Beginning of Year - Accounting Basis | 4,935,700 |(D) {53,600)

\Unamartized Past Service Casts - Beginning of Year
Unamortized Net Actuarial Loss/{Gain) - Beginning of Year

344,300 |(E}
12270 |(F) | 1,567,000

Impact of Transition to CICA 3462 at lanaury 1, 2014 |_[1_ IEA,QC-I-]I | | |1,164,500)
Equals [A-B)-{C-D)-(E+F) | |

e

The Transitional Adjustment of $1,164,900 reported by Creative Energy is consistent with the balances reported
inthe audited December 31, 2014 financial statements.*®° The Transitions Adjustment of $1,164,900 was taken
into consideration in calculating the $602,800 financial reporting Pension Asset shown in Table 8.5above.

Commission determination

Because the Transitional Adjustmentis aretained earnings adjustment required under GAAP there is astrong
argumentthat forregulatory purposes a utility is entitled to recover the Transitional Adjustmentin the test
period as part of Pension Expense (or some other method of recoveryin rates). Forexample, if the utility relies
on GAAP to prepare itsregulatory schedules and if the Regulatory Pension Asset was equal to the financial
reporting Pension Asset before considering the Transitional Adjustmentit would have been fairto allow the
utility torecoverthe Transition Adjustmentinratesinthe test period the adjustment was made.

Giventhat the Creative Energy follows GAAP for regulatory purposes, and GAAP required the Transitional
Adjustment to be made, the Panel determines that Creative Energy is entitled to recoverin rates a portion of
the After-tax Regulatory Asset associated with the Transitional Adjustment.

9 Exhibit B-2, BCUC IR 1.24.1.
180 Exhibit B-7.
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However, because the After-tax Pension Asset and the After-tax Regulatory Pension Assetare notequal, the
Transitional Adjustment for regulatory purposes (Regulatory Transitional Adjustment) will not be equal to the
financial reporting Transitional Adjustment of $1,164,900. A determination on how much of the $703,460
After-tax Regulatory Pension Assetis allocated to the Regulatory Transition Adjustment follows.

8.4.1.2 Adjustingthe After-tax Pension Assetforthe transitional adjustment

The value of the Regulatory Transitional Adjustmentallocated to the After-tax Pension Asset will reducethe
out-of-pocket cash outlay financing costs that Creative Energy is entitled to be compensated for.

Creative Energy requests that the Regulatory Transitional Adjustment be equal to $301,177 with the remaining

161

balance (After-tax Regulatory Pension Asset) equalto $402,283.”"" The rationale was that this would resultin the

After-tax Regulatory Pension Asset being equal to the financial reporting After-tax Pension Asset of $402,283.

Ifthe Pension Assetforregularity purposes were to equal the financial reporting Pension Asset, the financial
reporting Pension Asset (which has been determined by an actuary and audited by an accounting firm) would
become the basisto forecast the test year’s Regulatory Pension Asset. Because of the complexities in forecasting
pension balances, significant regulatory efficiencies can be achieved if reliance can be placed on the financial
reporting Pension Asset.

Commission determination

Because the Regulatory Pension Assetand the financial reporting Pension Asset are not equal, there isnoclear
way to determine how much of the After-tax Regulatory Pension Asset should be allocated to the Regulatory
Transitional Adjustment.

The Panel considered calculating the Regulatory Pension Asset on asimilar percentage basis as the financial
reporting Transition Adjustment, resultingin a Regulatory Transitional Adjustment of $541,849 and a Regulatory
Pension Assets of $161,611 ($703,460-$541,849)."°> However, if the Pension Asset for financial reporting
purposes were to equal the Pension Asset for ratemaking purposes, as requested by Creative Energy, there
would be significant regulatory efficiencies and the amount currently eligible for recovery in rates would be
lowerthan underthe percentage methodology.

Therefore, for regulatory efficiency purposes and because no superior allocation method has beenidentified
as an alternative, and no parties objected, the Panel approves Creative Energy’s request to allocate $301,177
to the Regulatory Transitional Adjustment. The Regulatory Transitional Adjustmentis eligible forrecoveryin
rates starting in 2015.

'®% ExhibitB-5, BCUC IR 1.26.1 and 1.26.2.
182 ($1,164,900/$1,513,400) =77%; $703,400 X 77%=$514,894.
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As showninthe table below, this results in the After-tax Regulatory Pension Asset being equal to the $402,283
financial reporting After-tax Pension Asset.

Table 8.7 — Transitional Adjustment

December 31
Adtual
2004 2005 2006 2007 2008 2000 A0 011 2012 203 214
Opening Balance -37,100 £5,600 + $1,164,900
Pension Expense for financial reporting 134300 125400 133100 85500 BS100 815000 V4800  BOS00 174000 255300 1170700
Pension Expense recovered in rates B0000 B0 B0 S0000 237847 23TMT 3mdaT 23Tay 3T 237347 250000
Cash Contributions to Flan 1555300 169800 229500 206300 175400 284300 252700 386900 429600 #5500 260100
Variance between Expense and Contribution
Financial Reporting (Pension Asset) -2,000 42400 139,200 260,100 350400 553,200 750,100 1067500 1,333,100 1,513,400 502,800
Rates [Cash out of pocket variance) SL,800 140600 292,500 419,300 356,753 403,106 #4TB59 596,812 TES46F  1000,1128 1,010,213
Annual Tax Rates 0.385 0.377 0.37 0.37 0.31 03 oS 0.265 0.25 0.25 0.26
2,000 44,400 95,800 120,500 50,300 202,300 207,500 306,400 255,600 150,300 -510,600
After-Tax Financial Reporting [Pension Asset] - 1,230 26431 B7415 163,582 225889 367.B4%  S16A458  TMLME 933402 1,076,127 407,283
52,800 85,800 149,500 126,800 -62547 45353 44,753 148953 191653 211,653 10,100
After-Tax Rates out of Pocket 32472 83,417 182854 260,73 219,581 253,028 | 2BA.0Z6 393,507 | 537,47 645,986 703,460
After-tax Regulatory Pension Asset 402,283
Regulatory Transitional Liability 301,177

8.5 Deferral account treatment of the transitional adjustment

Creative Energy statesthatthe impact of recoveringthe full Regulatory Transitional Adjustment balance of
$301,177 wouldresultina one yearrate increase of 4.0% and a decrease in rates of an equal amountinthe
followingyear."® Creative Energy requests that the Regulatory Transitional Adjustment be recovered in rates
overtime to smooth out the rate impact and requests approval fora Transitional Adjustment deferral account
to be amortized overthree years commencingin 2016 with a WACC carrying cost on the unamortized balance. *°
Creative Energy proposes thatamortization commence in 2016 to eliminate any furtherrate pressure in 2015. 163

4

Creative Energy stated that if amortization commencedin 2015, over three years the rate impacts would be
approximately 1.3%in 2015, 0.02% in 2016, (0.1) in 2017, and a decrease in 2018 of 1.4% once the balance is
fully amortized. According to Creative Energy, undera WACC, the total carrying costs overthe three years would
be $19,095 if they were calculated on the opening balance.*®® If amortization was to commence in 2016 rather
than 2015, the rate impact would simply be pushed out one yearand be the same otherthan a slight 0.02%

183 ExhibitB-5, BCUC IR 2.27.3.1.
%% |bid, BCUC IR2.27.2.

Ibid, BCUC IR2.27.3.

Ibid, BCUC IR2.27.3.2.

165
166
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187 Creative

increase inthe firstyear. Howeverthe total carrying costs overthe three years would be $38,190.
Energy also showed thatif the balance was amortized over 10 years, the rate impactin 2015 would be 0.9% and

would lastfor 10 years.**®

Commission determination

The Panel has determined that Creative Energy is entitled to recover the Regulatory Transitional Adjustment of
$301,177 inrates startingin 2015. Given the size of the balance and the already forecast rate increase in 2015,
the Panelfinds the deferral account treatment requested to be an appropriate mechanismto smooth out the
rate impact of 4% that would occur if the balance was fully recoveredin 2015. Therefore, the Panel approves
Creative Energy’srequest to establish a Transitional Adjustment deferral account to be amortized over three
years.

Giventhe medium term nature of the approved deferral account, the Panel finds it unlikely that Creative Energy
will require any equity to finance the unamortized balance. As such, the Panel does not consider that the WACC
is an appropriate return for a medium term deferral account of this nature and for this reason determines
that the carrying cost is more appropriately Creative Energy’s weighted average cost of debt (WACD). Further,
the Panel directs that the carrying costs on deferral accounts are to be calculated on the mid-yearbalance and
not the openingbalance.

The Panel notes thatif amortization were to commence in 2016 rather than 2015, as requested by Creative
Energy, the rate impactin the firstyearwould only be 0.2% higher. The additional carrying costs as identified by
Creative Energy would be lowerthan forecast as the Panel has not allowed fora WACCreturn and has
determined thatinterestisto be calculated onthe mid-year balance. On balance, the Panel finds that allowing
Creative Energy to defer commencing amortization until 2016, and incurring slightly higher financing costs,
will achieve the rate smoothingthat is necessary and will not put any additional upward pressure on the 2015
rate increase.

In summary, the Panel approves a Regulatory Transitional Adjustment Deferral Account to capture the one
time addition of $301,177. The deferral account is to be amortized over a three year period commencing on
January 1, 2016, and a carrying cost on the mid-year unamortized balance at Creative Energy’s WACD rate.

8.6 Rate base treatment of the After-tax Regulatory Pension Asset

The Panel has already found that Creative Energy is entitled to be compensated for the out-of-pocket cash
outlayrequiredto finance its DB pension plan, which the Panel has determined to be equal tothe mid-year
After-tax Regulatory Pension Asset. Creative Energy has requested arate base return on the balance whichit

7 Exhibit B-5, BCUC IR 2.27.3.3.
'%8 |hid, BCUC IR2.27.3.4.
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considers appropriate in orderto be compensated forthe out-of pocket cash outlay required to finance its DB
pension plan.'® Rate base treatment implicitly means that the balance is added to rate base thereby earninga
WACC return, with the return beingrecoveredinrates annually.

Commission determination

The Panel determines that the After-tax Regulatory Pension Assetisalongterm asset which the shareholders
will likely have to fund with a portion of equity. If Creative Energy is not compensate d for the equity required to
fund the mid-year After-tax Regulatory Pension Asset, thenits opportunity to achieve its allowed return on
equity will be diminished. Forthose reasons the Panel approves Creative Energy’s request for rate base
treatment of the After-tax Regulatory Pension Asset commencingin 2015.

8.6.1 Mid-yearAfter-tax Regulatory Pension Asset

The Panel has determined thatthe yearend 2014 After-tax Regulatory Pension Asset is $402,283 afterbeing
adjusted forthe Regulatory Transitional Adjustment which the Panel has approved Creative Energy torecoverin
rates over three year. The approved test period forthe Application is 2015; therefore, itis the 2015 mid-year
After-tax Regulatory Pension Asset of $414,021, as calculated inthe table below, thatisto be added to rate base
in 2015.

Table 8.8 — Mid-year After-tax Pension Asset as at December 31, 2015

December 31
Actual Forecast
2014 2015

Reulatory Pension Expense S 250,000 S5 214,300
Cash Contributions to Plan S 260,100 S 246,000
Variance between Expense and Contribution

Pension Asset S 602,800 5 634,500
Annual Tax Rates 26% 26%|

Tax Adjustment -5 910,600 5 31,700
After-Tax Pension Asset S 402,283 S5 425,741
Mid Year Pension Asset (Rate Base) S 414,012 170

Commission determination

The Panel determines that the mid-year After-tax Regulatory Pension Asset which represents the out-of-
pocket cash outlay required to finance its DB pension plan in 2015 is $414,012, and approves this amount to
be added to rate base.

1% ExhibitB-1, p. 5.
7% Exhibit B-5, BCUC IR 2.28.4.
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8.7 Request for pension expense variance deferral account

Creative Energy confirms that underthe new financial reporting standard, the financial reporting Pension Asset
will be equal to the funded status of the plan and will continue to represent the difference between the
cumulative Cash Contributions and the Pension Expense for financial reporting purposes. *’*

If the Regulatory Pension Asset equals the Pension Asset for financial reporting purposes (which can be achieved
if the Pension ExpenseforRates equals the financial reporting Pension Expense) then reliance canthen be
placed onthe Pension Asset prepared by the actuary and reportedin the audited financial statements and
significant regulatory efficiencies are gained.

To ensure that the Regulatory Pension Expense and the financial reporting Pension Asset remain the same,
Creative Energyisrequestingadeferral accountto capture the variance between the forecast Pension Expense
approved forrecoveryinratesand the actual Pension Expense reported on the financial statements. Creative
Energy seeks a three yearamortization period commencingin 2018 and a WACC carrying costs onthe
unamortized balance.'”

Commission determination

The Panel approves Creative Energy’s request fora Pension Expense Deferral Accountin orderto ensure that
the Regulatory Pension Asset equals the financial reporting Pension Asset, which will provide significant
regulatory efficiencies in future test periods. Further, given the volatility of the pension expense that may result
from the new accounting standard and the significant size of the pension expense, a deferral account will ensure
that Creative Energy’s shareholders and ratepayers are not exposed to this volatility.

However, the Panel does not considerathree yearamortization period to be an appropriate recovery period.
Variance deferral accounts should normally be recoveredinthe followingtest period to ensure
intergenerational equityis preserved.

Further, giventhe short term nature of the deferral account, the Panel does not considerthatthe WACCis the
appropriate carrying cost. The Panel finds that Creative Energy would likely finance the variance with shortterm
debtand forthisreason determines that the carrying costs on the mid-year unamortized balance will be
Creative Energy’s shortterm debtrate.

Accordingly, the Panel approves a Pension Expense Deferral Account to capture the variance between the
forecast Pension Expense recoveredinrates and the Pension Expense reported in the company’s audited
financial statements. The deferral account is to be amortized overa one year period (in the following test
period) with a carrying cost on the mid-yearunamortized balance at Creative Energy’s short term debtrate.

Y1 ExhibitB-2, BCUC IR 1.27.3 and 1.27.3.2.
172 Exhibit B-5, BCUC IR 2.28.7.1 and 2.28.7.2.
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Further, the Panel directs that when determining the mid-year After-tax Regulatory Pension Assetin future
test periods the opening balance will equal the previousyear’'s December 31 Pension Asset (after-tax)
reported on the audited financial statements. The test periods ending balance will be calculated in accordance
with Table 8.9 of this Decision.

Should the Pension Asset become a Pension Liability at any point in the future, Creative Energy must continue
to include the Pension Liability in rate base as a credit.

9.0 OTHER ISSUES

9.1 GCOCImpact of 2013-2014
9.1.1 History

The Commission’s GCOC Stage 2 Decision was issued on March 24, 2014, which approved a capital structure of
42.5% equity and an equity risk premium of 75 bps for Creative Energy (then Central Heat), and raised the
approved ROEto 9.5%. The Commission considered that this would apply “forthe time being” and directed
Central Heat to file “within the next 12 months eithera 2016 or multi-year revenue requirement
application....reflecting a new business plan with acomprehensive justification for the equity thickness and

equity risk premium.”*"”

OnJune 12, 2014 by Order G-73-14, the Commission approved Creative Energy’s request fora GCOC Stage 2
Deferral Account, subjecttorate base treatment and financing. At that time, Central Heat calculated the
cumulative deferred gross revenue requirement for 2013 and 2014 to be $329,484.

9.1.2 Evidence

In its original application, Creative Energy included arevenue requirementline item labelled “Cost of Equity
2013/2014” totalling $333,477 and amortizedin 2016 and 2017, with no supporting explanation or calculationin
the Application.

InitsIR No. 1 response, Creative Energy revised this amountto be $335,447. In its Evidentiary Update, Creative
Energy furtherrevised thisamount to be $400,452, with no supportingevidence. InitsIR No. 2 response,
Creative Energy then suggests that the amount should be $364,681 showninits revised Table 1.3.1, but the
supporting calculationsin IR 2.1.1 shows a figure of $333,012, whichisthe figure also shown in Creative Energy’s
Final Submission.*”

73 GCcoC Stage 2 Decision, p. 132.
7% Creative Energy Final Submission, p.22.
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Creative Energy proposes toamortize the GCOCimpactover 2 years, in 2016 and 2017 however, it hasindicated
that 3-yearamortization would also have merit.'”® Part of the rationale is that the rate increase in 2015 is
already fairly significant, and Creative Energy wishes to delay this impact. Creative Energy attempted to calculate

the rate impacts for various scenariosin IR No. 1 and IR No. 2."7°

Commission determination

Giventhe numerous adjustments to the calculation of the actual balance contained inthe GCOC Stage 2 deferral
account, the Panel’s confidencein Creative Energy’s calculationsin this RRA have deteriorated significantly. The
Panel notes that notwithstanding the inconsistent numbers shown, therewere also errorsin the GCOC impact
calculation whichincluded anincorrect rate base amount for 2014. The Panel notes that the actual 2014 rate
base amounts shownintherevised Table 1.3.1 (revised in IR No. 2), should be the accurate starting point.
Creative Energy is directed to make this correction in its subsequent compliance filing. The allowed rate base
financing shall be calculated on the mid-year unamortized balance.

Further, the Panel finds that the most appropriate amortization period for this deferral account is two years,
2016 and 2017.

9.2 NEFC Revenue Offset

In its Application, Creative Energyincluded aforecast forthe revenue requirement offset of $20,000 in 2016 and
$90,000 in 2017, relatingtothe NEFC project without any supporting evidence. Throughout the evidentiary
phase, itwas revealed that this costs offsetis based on forecastloads and an assumed fixed cost allocation rate
for the NEFC, a project which will initially be served from Creative Energy’s existing steam plant and which will
continue toreceive longterm peaking and backup support. The cost offsetis meanttorecoverthe energy
productionfromthe existing steam plantand a proportionate share of the fixed steam plant costs and corporate
overheads."”’

Creative Energy initially appeared to suggest thatit would take forecast risk on these cost offsets'’® but then
submitsthat afterreflection, itdecided to seek approval fora deferral account to accommodate the variances
between these estimates and the actual costs. '’

Creative Energy provided a calculation to supportits derivation of its forecast cost offsetand indicates that the
fixed costallocationsin 2016 and 2017 were based on certain assumptions. However, italso conceded that the
proposed allocation methodology has notyetbeenreviewed orapproved by the Commission, butit planstofile
a “preliminary allocation proposal” as part of that upcoming CPCN application.™*°

7> Exhibit B-2, BCUC IR 1.2.2.
178 |bid, BCUC IR1.2.1 - 1.2.3; ExhibitB-5, BCUC IR2.1.1 — 2.1.7.
Ibid, BCUC IR1.5.3.
Ibid.
% Exhibit B-5, BCUC IR 2.4.1.
180 .
Ibid.
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Commission Determination

In consideration of the previous Paneldetermination to approve a 1-year revenue requirement for 2015 only,
the Panel makes no determination onthe NEFC cost offsetsoughtin 2016 and 2017. Further, the Panel makes
no determination on the proposed deferral treatment to recognize forecast and actual allocations.

Notwithstanding, the Panelis aware that Creative Energy filed its NEFC CPCN forreview on April 17, 2015. In
that application currently before the Commission, the Panel notes that Creative Energy appears to be seeking
approval fora cost allocation from the core revenue requirements of $77,000 in 2016 and $234,000 in 2017,'*"
amounts of which are substantially differentthan whatis being applied forthisis RRA. Thisinconsistency further
supportsthe Panel’s previous determination thatonly a 1-year test period should be approved at this time.

9.3 Difference between Interim and Permanent Rates for 2015

Creative Energy proposes that the difference between the interim rates and the final delivery rates approved for
2015, be collected by way of a one-time bill adjustment foreach customer based on each customer’s
consumption duringthe interim period.

The Panel finds this approach to be reasonable butis unclear of whetheramore gradual recovery would be
appropriate. The Panel directs Creative Energy to collect the difference between the interim rates and final
rates from customers by way of one-time billing adjustment for each customer based on each customer’s
consumption during the interim period. Alternatively, Creative Energyis to propose different options forthe
recovery of the difference between the 2015 interimrates and the final rates in its compliance filing.

9.4 Future RRAs

As discussedinvarious sectionsinthis Decision, the Panel finds that the Application provided by Creative Energy
was deficient. Understanding that Creative Energyisin a period of new managementand transition, Commission
staff attempted to supplement the evidentiary record with two rounds of lengthy IRs. The Panel takes note that
significant efforts have been expendedin the review of this Application, and in all likelihood on Creative Energy’s
partinrespondingto Commission requests as well. These efforts should be reasonably mitigated in the future
with a more fulsome Application. Forfuture RRAs, the Panel directs that Creative Energy must take into
account the following minimumrequirements:

e Revenue Requirement summary table followed by supporting schedules foreach majorline item.
Supporting schedules should contain cross references to related schedules and must be accurate to
the best of the applicant’s knowledge;

e Each major revenue requirementline item must contain adescription, explanationand/or
justificationin the body of the application;

e Previous5yearactualsalongwith forecasts forthe test period. Comparison of previous year’s
actualsto approved amountsare also necessary;

81 Creative Energy CPCN Application for NEFC, pp. 69 and 99.



58

e Allfinancial schedules must be reported on an accrual basis ratherthan cash basis and must match
the financial schedules foraccounting purposes. Any discrepancies must be fully explained and
reconciled;

e A workingexcel model of the revenue requirement calculations and schedules are ideal and may be
filed confidentially along with the application;

e The needto continuallyfile afull set of Terms of Conditions should be evaluated. Creative Energy
should considerwhetherarevision only to the tariff page can be accommodated,;

e List of previous Commission directives along with references/notes on the status of compliance.
Reasoning must be provided foranyitemsthatthe applicantis non-compliant with.

The Panel encourages Creative Energy to meet with Commission staff priortothe filing of the next RRAin order
to gain a betterunderstanding of the minimum filing requirements and standard regulatory processes.

DATED at the City of Vancouver, in the Province of British Columbia, this ot day of June, 2015.

Original signed by:

L. A.O’HARA
COMMISSIONER

Original signed by:

|. F. MACPHAIL
COMMISSIONER
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IN THE MATTER OF
the Utifities Commission Act, RSBC 1996, Chapter 473

and

Creative Energy Vancouver Platforms Inc.
2015-2017 Revenue Requirements Application

BEFORE: L. A. O’'Hara, Commissioner
|. F. MacPhail, Commissioner June 9, 2015

ORDER
WHEREAS:

A. On November 28, 2014, Creative Energy Vancouver Platforms Inc. (Creative Energy) filed its 2015-2017
Revenue Requirements Application (Application) with the British Columbia Utilities Commission
{Commission) seeking among other things, approval to increase its rates by 13.5% in 2015, 1.0% in 2016 and
1.6% in 2017. The 2015 rate increase was later amended to 13.3% by Creative Energy. The variance between
the approved 2015 interim and final Steam Tariff rates was proposed to be refunded or collected from
customers following the approval of 2015 final rates;

B. The Commission established a written process for review of the Application in Order G-198-14, and further
amended the regulatory timetable in Orders G-33-15 and G-56-15;

C. Aninterim rate increase of 7.9% effective January 1, 2015, was approved in Order G-198-14, on an interim
and refundable basis;

D. Creative Energy filed an Evidentiary Update on February 27, 2015, which included a summary of corrections
and adjustments impacting the rate increases sought. Further corrections and adjustments were provided in
Creative Energy’s responses to Information Requests by the Commission;

E. On April 27, 2015, Creative Energy filed its Final Submission to the Commission. Intervener’s Final
Submissions were received on May 4, 2015, followed by Creative Energy’s Reply Submission on May 11,
2015; and

F. The Commission has reviewed and considered all of the evidence filed in this proceeding and finds that the
following approvals are warranted.
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NOW THEREFORE the Commission orders as follows:

1. Pursuant to sections 59 to 60 of the Utilities Commission Act (the UCA), the Commission grants approval of
the following for Creative Energy Vancouver Platforms Inc. (Creative Energy):

a. The final delivery rates for all steam customers effective January 1, 2015, are approved subject to
the filing of the adjustments to the 2015 revenue requirements as outlined in the Decision.

b. The difference between the interim rates and final rates is to be collected from customers by way of
a one-time bill adjustment for each customer based on each customer’s consumption during the
interim period. Alternatively, Creative Energy is to propose different options for the recovery of the
difference between the 2015 interim rates and the final rates in its Compliance Filing.

c. The recovery in rates of the regulatory (pension) transitional adjustment of $301,177;

d. The creation and/or amortization of the following deferral accounts:

i. “GCOC Deferral Account 2013/2014” with a balance of $333,012 to be amortized over two
years commencing in 2016, with a weighted average cost of capital carrying cost. Once the
balance is fully amortized the deferral account is to be closed;

ii. “Regulatory Transitional Adjustment Deferral Account” to recover the one time regulatory
(pension) transitional adjustment of $301,177. The deferral account is to be amortized over
three years commencing in 2016 with a weighted average cost of debt carrying cost. Once the
balance is fully amortized the deferral account is to be closed;

iii. “Pension Expense Deferral Account” to capture the annual variance between the forecast
Pension Expenses recovered in rates and the pension expense reported in financial
statements. The balance is to be amortized over one year with a carrying cost equal to
Creative Energy’s short term debt rate.

e. The Commission makes no determination on the proposed “NEFC Cost Allocation” deferral account
for the reasons set out in this Decision.

f. The inclusion in rate base of the mid-year After-tax Pension Asset, calculated in future years in
accordance with the determinations made in the Decision. The mid-year After-tax Pension Asset for
2015 is calculated as $414,012.

g. Creative Energy must apply its weighted average cost of debt to the most current balance of its Fuel
Cost Stabilization Account. The resulting interest cost (customer credit) shall be treated as a
revenue-offset to the 2015 revenue requirements.
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2. Pursuant section 44.2(3) of the UCA, the Commission approves the capital expenditures and projects for
2015.

3. Pursuant to section 44.1 of the UCA, Creative Energy must file a long-term resource plan (LTRP) regarding
the existing steam utility no later than two years from the date of this Decision. The LTRP shall include
information available from the fuel switch feasibility study.

4. Creative Energy is directed to comply with all other directives identified in this Decision.

5. Creative Energy shall submit a compliance filing to the Commission, within 20 business days from the date of
this Decision, which will include all updated and corrected financial schedules reflecting the various
directives contained in the Decision.

6. Pursuant to section 61 of the UCA, the Commission will accept for filing the revised rate schedules reflecting
these adjustments.

DATED at the City of Vancouver, in the Province of British Columbia, this gt day of June 2015.

BY ORDER

Original signed by:

L. A. O’'Hara
Commissioner

ORDERS/G-98-15_Creative Energy 2015-17RRA_Decision
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LIST OF ACRONYMS

ASPE Accounting Standards for Private Enterprises

bps basis points

B.T.U. British Thermal Unit

BOMA Building Owners and Managers Association

CEC Commercial Energy Consumers of British Columbia
CHDL Central Heat Distribution Limited

CPCN Certificate of Public Convenience and Necessity
Commission British Columbia Utilities Commission

CPABC Chartered Professional Accountants of British Columbia
CoV City of Vancouver

Creative Energy, the Company

Creative Energy Vancouver PlatformsInc.

DES

districtenergy system

DB Planor the plan

defined benefit pension plan

DSM demand-side management

GAAP Generally Accepted Accounting Principles

GCOC Generic Cost of Capital

Guidelines Resource Planning Guidelines

IRs Information Requests

LTRP Long Term Resource Plan

MAA 30 year Municipal Access Agreement with the City of Vancouver
dated September1, 1999

NEFC Northeast False Creek

NEFC CPCN Application

Northeast False Creek Certificate of Public Convenience and
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Necessity Application

NES neighborhood energy systems

NEU neighbourhood energy utilities

O&M operatingand maintenance

PNG PacificNorthern Gas Inc.

ROE Returnon Equity

RRA 2015-2017 Revenue Requirements Application

Section 3461

ASPE HB Section 3461 Employee Future Benefits

Section 3462

ASPE CICA HB Section 3462 Employee Future Benefits

TES

thermal energy system

the NEA

Neighbourhood Energy Agreement between Creative Energy and
the City of Vancouver dated March 25, 2015

UCA

Utilities Commission Act
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IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473
and
Creative Energy Vancouver Platforms Inc.
2015-2017 Revenue Requirement Application
EXHIBIT LIST
Exhibit No. Description
A-1 Letter dated December 4, 2014 - Appointing the Commission Panel for the review
of the Creative Energy 2015-2017 Revenue Requirement Application
A-2 Letter dated December 15, 2014 — Commission Order G-198-14 establishing a
regulatory timetable with reasons
A-3 Letter dated January 20, 2015 — Commission Information Request No. 1 to Creative
Energy
A-4 Letter dated January 30, 2015 — Notice of member extension
A-5 Letter dated March 2, 2015 — Regulatory Timetable with reasons
A-6 Letter dated March 3, 2015 — Commission request clarification of CEC intervention
A-7 Letter dated March 12, 2015 — Commission Information Request No. 2 to Creative
Energy
A-8 Letter dated March 12, 2015 — CONFIDENTIAL Commission Information Request
No. 2 to Creative Energy
A-9 Letter dated March 27, 2015 — Commission response to Creative Energy extension
request to file Information Request No. 2
A-10 Letter dated April 9, 2015 — Order G-56-15 Regulatory Timetable

Updated: October 13, 2015
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EXHIBIT LIST
Page 2 of 3
Exhibit No. Description
B-1 CREATIVE ENERGY VANCOUVER PLATFORMS INC. (CREATIVE ENERGY) Letter Dated November
28, 2014 - 2015-2017 Revenue Requirement Application
B-1-1 Letter dated February 27, 2015 — Creative Energy Submitting Evidentiary Update
B-2 Letter dated February 19, 2015 — Creative Energy Submitting response to BCUC IR
No.1
B-2-1 CONFIDENTIAL Letter dated February 19, 2015 — Creative Energy Submitting
Confidential response to BCUC IR No.1
B-3 Letter dated February 19, 2015 — Creative Energy Submitting response to CEC IR
No.1
B-4 Letter dated March 26, 2015 - Creative Energy Request for Extension
B-5 Letter dated March 30, 2015 — Creative Energy Submitting response to BCUC IR
No. 2
B-5-1 CONFIDENTIAL Letter dated March 30, 2015 — Creative Energy Submitting response to
BCUC IR No. 2
B-6 Letter dated March 30, 2015 — Creative Energy Submitting response to CEC IR No. 2
B-7 Letter dated December 31, 2014 — Creative Energy Submitting Financial Statements

Updated: October 13, 2015
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EXHIBIT LIST
Page 3 of 3
Exhibit No. Description
C1-1 COMMERCIAL ENERGY CONSUMERS ASSOCIATION OF BRITISH COLUMBIA (CEC) Letter Dated
January 12, 2015 — Request for Intervener Status
C1-2 Letter Dated January 23, 2015 — CEC Submitting Information Request No. 1 to
Creative Energy
C1-3 Letter Dated March 4, 2015 — CEC Submitting clarification of representation
C1-4 Letter Dated March 12, 2015 — CEC Submitting Information Request No. 2
D-1
E-1

Updated: October 13, 2015
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