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EXECUTIVE SUMMARY

Creative Energy Vancouver Platforms Inc. (Creative Energy) filed this application on April 17, 2015, seeking
approval fora Certificate of Public Convenience and Necessity (CPCN)for Phase 1 of a Low Carbon
Neighbourhood Energy System (NES)for Northeast False Creek (NEFC) and Chinatown Neighbourhoods of
Vancouver (Application). The Application proceeded by way of an oral hearing, with severalinterveners filing
evidence.

The proposed NESis to proceed intwo phases. Phase 1 consists of a hot water piping networkin NEFC and
Chinatown, connected to Creative Energy’s existing natural gas fuelled steam system, through steam to hot
water conversion stations. Creative Energy seeks a CPCN for Phase 1 of an NES inthe NEFC and an approval for
an extensiontesttodevelop the NESin Chinatown with no firm planto connect the two networks. Phase 2
envisions aswitch to a fuel source that produces less greenhouse gases than natural gas, eitherjust for NEFC
and Chinatown orto include the existing steam system. However, the scope of this applicationis Phase 1 only.

The Application also seeks approvalforaNeighbourhood Energy Agreement (NEA) between Creative Energy and
the City of Vancouver (CoV), which provides Creative Energy with an exclusive franchiseto supply a district
energy system (DES) in NEFC and Chinatown. The NE Bylaw provides for mandatory connection to the DES, along
with restrictions on the use of otherenergy sources for new buildingsin NEFCand Chinatown. Ithas been
passed by the CoV council and will be enacted pending Commission approval of the NEA.

Creative Energy seeks approval of aConnection Agreement and various rate parameters, which definea
methodology upon which afuture rate application will be based.

The Panel has considered the evidence and submission of the parties and makes the following determination
withregardto the CPCN:

The CPCN, in the amount of $9,345,400 plus PST, interestduring construction and capitalized
development costs are approved for NEFC. The Panel finds thatthe project alternativeand risk
analysis, stakeholder consultation was adequate for the purposes of the CPCN Guidelines. The
Panelfindsthereisaneedforthe Project, which arises from the CoV policy respecting DES
requirementsin NEFC thatrequire developersto connecttoa districtenergy system, the fact
that several developers are waiting for this approval in orderto continue, and there issome
alignmentwith the Clean Energy Act objectives.

The following determinations are made with regard to the Neighbourhood Energy Agreement:

1. ThePaneldoesnotapprove the Neighbourhood Energy Agreement. In particular, the Panel rejects the
Carbon Reduction Riderand the Benchmark Energy Costs. The Carbon Reduction Rideris not sufficiently
distinguished from asimilarrider that was rejectedin the Corix Multi-Utility Services Inc. Application for
a Certificate of PublicConvenience and Necessity for Phase 1 of the Neighbourhood District Energy
System at the University of British Columbia proceeding, and as it collects rates currently for future
purposes, itisinconsistent with cost of service rate design principles. The Benchmark Energy Costs
relate to Phase 2 of the projectthatis not withinthe scope of this application.

2. Approval of the CostPremium Capin the NEAis denied, asitrelatestoPhase 2 and is out of scope. No
determinationis made onthe Benchmark Energy Cost as it relates to the Cost Premium Cap.

3. ThePanel has concernsaboutdirectly orindirectly approvingthe CoV’s Neighbourhood Energy Bylaw
(NEBylaw). These concerns are two-fold: that the CoV purports not to activate its NE Bylaw unless the

(i)



Commission approves the NEA; and that the language of the NEA, while not authorizing mandatory
connection, makes reference to the NEBylaw. Creative Energy and the CoV have made considerable
submissions respecting the CoV’s right to enact mandatory connection, and parties have suggested that
the Commission lacks authority to determine the validity of such. The Panel makes the following
comments:

a. Whilethereisnospecificclause inthe NEA that provides for mandatory connection, there is
language inthe NEA that may leave the impression thatthe Commissionis, indirectly, approving
the NE Bylaw, which will mandate connection. The Panel prefers to see an NEA that is clearand
unequivocal, interms of whatisto be approved by the Commission, and does not imply that
CoV enactments are supported by the Commission.

b. ThePanelisconcernedthat enactmentof the NE Bylaw is conditional upon Commission
approval of the NEA. In our view, this could raise a public perception that the Commission has
reviewed and approved the NE Bylaw. The existing rezoning policy that requires mandatory
connection contains no such link to BCUC approval. We note the submission of the CoV that the
NE Bylaw “supplements the existing rezoning policy that requires mandatory connection to the
NES. If enacted, the NE Bylaw would add regulatory support to the existing connection policy.”
The Panel would preferthatthe CoV enact bylaws and policies that are not linked to approvals
by the BCUC; otherwise, confusion arises, and the public may perceive that the BCUC approves
the CoV’s mandatory connection.

The Panel deniesthe application forthe Chinatown extension policy as there is not sufficient certainty about the
loadin Chinatown. In addition, there is insufficient evidence concerningaplan to connectto NEFC, and, as such,

Chinatown appearsto be a separate DES development.

The proposed Connection Agreementis notapproved. The Panel outlines furtherinformation thatis required

from Creative Energy.

The following determinations with regard to the applied forrate parameters are made:

N o v o w

The Revenue Deficiency Deferral Accountis approved.

Return on equity (ROE) Premium s set at the same premium as the existing steam utility. No
determinationis made on stranded assetrisk asthe ROE premium is determined on a utility basis.

Creative Energy’srequested Long Term Debt Rate is approved.

Creative Energy’s Cost Allocation Principles are approvedin principle.

No determinationis made on operator, maintenance, lease and other costs.
Creative Energy’s 67 percent fixed 33 percent variable rate design is approved.

Creative Energy’sisrequired tofile along-termresource plan (LTRP) when the LTRP for the core is filed,
as required by the 2015 RRA.

Creative Energy requested that a portion of the hearing costs be allocated to certaininterveners. This requestis

denied.

Creative Energyisdirected tofile Annual Progress Reports and Material Change Reports.

(ii)



1.0 INTRODUCTION
11 The applicant

Creative Energy Vancouver Platforms Inc. (Creative Energy) operates as a publicutility sellingenergy in the form
of steam, serving over 210 customers in the downtown core of 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. Its customers include residential buildings, hotels, office buildings,
social housing, small manufacturers, amajor hospital and otherinstitutions. Creative Energy’s central steam
plant, forwhich a Certificate of Public Convenience and Necessity (CPCN) was received in 1968, is located at 720
Beatty Street. Creative Energy describes the plantas comprising six gas-fired boilers currently installed at the
plantwith a combined nameplate capacity of 810,000 pounds per hour or 240 MW. The company also owns and
maintains approximately 13 km of steam distribution mainsin downtown Vancouver. Creative Energy hasa
Municipal Access Agreement with the CoV dated September 1, 1999 for a term of 30 years.

Creative Energy states thatitis a wholly owned subsidiary of Creative Energy Canada. Creative Energy Canadais
a privately held energy infrastructure business with a focus on district energy service in urban areas. Creative
Energy describes the goals of Creative Energy Canada as beingto deliverinnovative, cost-effective, reliable and
low carbon energy solutionsin urban areas. Creative Energy Canada’s only active business at this time is Creative
Energy.1

1.2 Approvals sought

Creative Energyfiledits application fora CPCN for a Low Carbon Neighbourhood Energy System (NES) for
Northeast False Creek (NEFC) and Chinatown Neighbourhoods of Vancouver (Application) on April 17, 2015. In
the Application, Creative Energy seeks the following:

1. Approval of the Neighbourhood Energy Agreement (NEA) between the CoV and Creative Energy
undersection 45(7) of the Utilities Commission Act (UCA).

2. A CPCNforNEFC undersection45(9) of the UCA forthe full build out of the distribution networkin
the NEFC subareaoutlined withinthe NEA.

3. Approval of the NEFC & Chinatown Connection and Service Agreement under sections 59-61 of the
UCA as filed by Creative Energy on September 8, 2015.

4. Approval of the NEFCExtension Test undersections 59-61 of the UCA and consistent with the
Thermal Energy System (TES) Guidelines as filed in Section 2.6 of the Application, which will govern
extensions tothe Chinatown subareawithin the NEA. Forthe purpose of the extension test only
with the TES Guidelines, the British Columbia Utilities Commission (Commission) finds the initial TES
capital cost is $11,281,283 inreal 2015 dollars.

5. The creation of a revenue deficiency deferral account (RDDA) under sections 59-61 of the UCA, as
describedin Section 5.14 of the Application and Creative Energy’s after-taxweighted average cost of
capital (WACC) as the carrying cost for the RDDA.

! ExhibitB-1, p. 8.



6. A Commissionrequirementtofile aLong-Term Resource Plan (section 44.1 of the UCA) for NEFCas
soon as practicable after completion of further feasibility work on low carbon energy sources and
with the filing of an application fora CPCN for Energy Supply Phase 2 as described in Section 2.5 of
the Application.

7. Imposition of the following conditions under section 45(9)(ii) of the UCA for rate-making purposes
for NES as described in Section 5 of the Application:

a. Adeemed capital structure of 57.5 percentdebtand 42.5 percentequity fordirectly
assigned capital costs;

b. Approval of long-term debt costs equivalent to Creative Energy’s overall projected third
party debt costs (currently forecast at4 percent)fordirectly assigned capital costs;

c. Approval of areturnon equity (ROE) of 9.5 percent for directly assigned capital costs, which
isequal to the currently approved Creative Energy ROEfor core ratepayers andis also
equivalenttothe current benchmark equity return plus 75 basis points awarded to new
stand-alone small-scale Stream B TES with comparable risks;

d. Approval of operating costsas describedin Section 5.5 of the Application, which includes
the following:

i. incremental costs directly associated with NEFC Neighbourhood Energy System
(NES) as described in the Application;

ii.  NES Fuel Recovery Cost Allocation as setforthin Exhibit A2-1; and

iii.  NES MeterCost Allocation as set forth in the Application® consisting of the following
fourcomponents:

e Steam Production Costs;
e Steam Distribution Costs;

e Corporate overheadsincluding office, building, sellingand general expenses,
insurance, property and income taxes, using the Massachusetts formulaasa
basis of allocating Corporate Overheads; and

e ManagementSalaries;

e. Thecreation of the Carbon Emission Riderand associated Carbon Reduction Fund, as
requiredinthe NEA, which will accumulate interest equal to Creative Energy’s weighted
average cost of debt;

f. Approval of the two-part rate design as described in Section 5.13 of the Application,
consisting of a fixed charge and a variable energy recovery charge based on the approximate
share of fixed and variable costsin the indicative NEFC pro forma, which is comparable to
the rate design forothernew hot water systemsin BC; and

g. Thedirectassignment of the initial capital costs, including project development costs
incurred to date of approximately $935,209 in 2015 dollars, and all future capital costs for
the NEFC systemtothe NEFC customers.

2 Exhibit B-1, Section 5.5, p. 1, para. 1.
? Exhibit B-1, Section 5.4, Table 17, p. 71.



13 Interveners and interested parties

The followinginterveners registered in the proceeding:

e Cityof Vancouver(CoV)
e Commercial Energy Consumers Association Of British Columbia (CEC)

e British Columbia Old Age Pensioners’ Organization, Active Support Against Poverty, Disability Alliance
BC, Counsel Of Senior Citizens’ Organizations Of BCand The Tenant Resource and Advisory Centre
(BCOAPOQ)

e FortisBCAlternative Energy Services Inc. (FAES)

e Hollyburn Properties Limited

e landlordBC

e FortisBCEnergy Inc. (FEI)

e Urban Development Institute (UDI)

e Corix UtilitiesInc.

e OnniHastings Holdings Corp. and the Onni Group (Onni)
e GeoExchange BC

e EnergyCanvas Ltd.

FEl and FAESfiled intervener evidence. FEI, FAES, CoV, UDI, CEC and BCOAPO submitted final arguments.

PacificNorthern Gas Ltd. (PNG) registered as aninterested party.
14 Regulatory process

The regulatory processincluded the following:

e A Procedural Conference held onJuly 10, 2015.

e Two setsof intervenerand Commission information requests (IRs)to Creative Energy.
e Onesetof Panel IRsto Creative Energy.

¢ Intervenerevidence, filed by the CoV, FEl and FAES.

e Onesetof IRsonintervenerevidence.

e Rebuttal evidence filed by Creative Energy.

e Anoral hearingheld onSeptember 14, 2015 through September 16, 2015, inclusive.
e Writtenfinal arguments.

2.0 PROJECT DESCRIPTION

2.1 Project history

NEFC, one of the largest undeveloped areas in the downtown peninsula,*is an area of Vancouverbounded by
the neighbourhoods of Yaletown and Downtown to the west, International Village and Chinatown to the north,
the Citygate towers to the east and False Creek to the south. Creative Energy’s existing steam plantis nearby at

* Exhibit B-1, p. 20.
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the corner of Beatty and Georgia Streets. NEFCis one of the largest undeveloped areas in downtown Vancouver,
and has several large development sites owned by various entities.

Existing Creative

False Creek North sy Stais Pk
Official Development Plan Boundary

Central Business
Distirct

20 Yaletown

False Crevk
Rou ﬂU"v"JU?‘.*

*
£
E
8
v

NEFC Study Area

Figure 1 - False Creek North Official Development Plan Boundary®

In addition tolocal planning policies within NEFC and Chinatown, Creative Energy submits that this projectis
alsodriven by citywide policies. Creative Energy submits that the CoV’sinterestin low-greenhouse gas (GHG)
energy sourcesforNEFCis rootedina sequence of CoV council decisions to drastically reduce the City’s GHG
emissions. Creative Energy explains thatin June 2008, the CoV council unanimously approved the EcoDensity
Charterand the majority of the proposed initial actions, including any rezoning forsites overtwo acres to
undergo a more detailed analysis and consideration of green energy (including district energy). Creative Energy
submits that following a community consultation process, in 2011, the CoV council adopted the Greenest City
2020 Action Plan (GCAP) with aspecific 2020 target to reduce GHG levels 33 percent city-wide below 2007
levels.

In 2009, the CoV council approved the NEFC Directions for the Future Report. Thisreport called forthe creation
of a high density, mixed use development centred on Rogers Arenaand BC Place and a civicplaza. As part of the
approval of the report, the CoV council directed CoV staff to undertake local area energy planningand
implement feasible campus or district energy systems for the areathat reduce carbon dependency.®

> Exhibit B-1, p. 20.
® Exhibit B-1, pp. 20-21.



2.1.1 The NEFC Review Report

In response to this direction and in recognition of Vancouver’s Sustainable Large Sites rezoning policy, that
requires anyrezoningforsitesover two acres to undergo amore detailed analysis, the CoV partnered with
various property owners (Aquilini Development, BC Pavilion Corporation, Canadian Metropolitan Properties and
Concord Pacific) inthe NEFC to screen neighbourhood energy potential. This preliminary feasibility study, the
High-Level Review of Sustainable District Energy Options for North East False Creek (NEFC ReviewReport’), was
dated May 2010.

The NEFC Review Report was prepared by Compass Resource Management Ltd. (Compass Management) forthe
“exclusiveuse and benefit” of its clients, “the City of Vancouver, BCHydro, Central Heat Distribution Ltd. and the
NEFC Landowners, which include Aquilini Development, BC Pavilion Corporation, Canadian Metropolitan
Properties and Concord Pacific.”®

The NEFC Review Report concludes, “NEFC presents aunique opportunity foradistrict energy solution because
itisalarge contiguous neighbourhood thatis being developed underan umbrella planning framework. There
are several innovative district energy opportunities for NEFC landowners collectively to meet LEED and GHG
policy requirements atequal or lower costand with greater ease and certainty than on-site solutions.”

It further concludesthata:

... key uncertainty affecting the viability of district energy and the ranking of options is the
degree to which cooling will be expected or required in the residential spaces... Biomass,
cogeneration, and sewerheat willlikely prove more cost-effective where there is limited
residential cooling. GX [Ground Source Heat Pump System] may be competitive if there are large
amounts of residential cooling contemplated. A central GX system could prove more cost-
effectivethanindividual on-site systems. The report also states that, besides the extent of
cooling, it will also be important to understand the mannerin which developers would propose
to meet LEED and GHG neutrality goalsin the absence of adistrict energy system.’

Creative Energy submits that this study confirmed the potential viability of alow carbon neighbourhood energy
system, and noted that Creative Energy “would be a key partner.”

2.1.2 ThePhase 2 Study

In May 2010, the CoV and Central Heat Distribution Ltd. (CHDL) entered into a Memorandum of Understanding
to undertake amore detailed investigation of the potentiallow-carbon heat sources and the appropriate
method of distributing heatin NEFC (steam versus hot water). This study is entitled Northeast False Creek
District Energy Study Phase 2 and is dated February 2011 (Phase 2 Study).™

7 Exhibit B-1, Schedule 3, High-Level Review of Sustainable District Energy Options for North East False Creek.

8 ., .

Ibid., p. 1.
? Exhibit B-1, Schedule 4, Northeast False Creek (NEFC) District Energy Study Phase 2 FinalReport, prepared by Compass Resource
Management Ltd., dated February 2011, pp.47-48.

1% ExhibitB-1, p. 21.
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Compass Managementalso prepared the Phase 2Study. However, unlikethe NEFC Review Report, which was
prepared fora number of stakeholders, including developers, the Phase 2 Study was prepared forthe exclusive
use and benefit of only the CoV and CHDL.

The Phase 2 Study authors concluded thatit is difficult to find the deep reductions in GHG emissions required to
meetthe CoV’s requirements atindividual building sites. Further, there are few ways to hold buildings
accountable forthose reductionsinthe longterm. The Phase 2 Study also found that “[d]istrict Energyis not
always the best solution to achieve GHGreduction goals, butina dense redevelopment next to an existing
districtenergy system, thisis one of the most promising options.”

Accordingly, the Phase 2 Study recommends that “[t]he City establish astand-alone retail hot water district
energy franchise for NEFC that has long-term GHG reduction requirements but provides some flexibility in how
those requirements are met.” It goes on to suggest thata “separate franchise is likely necessary to establish
neighbourhood-specific GHGintensity targets and to ensure any incremental costs associated with those targets
can be allocated and recovered from NEFC residents.”**

Figure 2 illustrates the Phase 2 Study supply option costs and GHG emissions.

$85-890 $20-90 $75-85 $88-95 $72-81 $75-84 Levelized Cost of Delivered Heat ($/MW.h)

12000
10000

8000 -

OHest Recovergy GHG Reductions

tonnesfyear

6000 +
OBiomethane GHG Reductions
4000

O Electricity GHG Emissions

2000 l i l l E Natural Gas GHG Emissions
0 - T T T T T

100%CHDL  CHDL+ Electric 100%CHDLw/  100%CHDL MEFC - Sewer  NEFC - Biomass NEFC - Biomass
Baseboards HR and Biomass Fuel CHP
Biomethane Switch

Figure 2 - Supply Option Cost and GHG Emission Comparison™’

Creative Energy submits that the Phase 2 Study recommended constructing a hot water distribution system to
serve all new customersinthe neighbourhood, integrated with Creative Energy’s existing systemviatwo or
more steam to hot water converters (S2HW). This study also recommended the implementation of alow carbon
energy systemtoserve eitherall of Creative Energy’s customers, or NEFCbuildings only.

Subsequently, the CoV entered into discussions with Creative Energy to plan a systemto serve the NEFC.
Creative Energy initially selected FortisBC Inc. (FortisBC) as their partnerto deliver the system. However, after
the acquisition of CHDL by Creative Energy Canada, FortisBC was notified that Creative Energy would

" Exhibit B-1, Schedule 4, NEFC District Energy Study Phase 2 Final Report, prepared by Compass Resource Management Ltd., dated
February2011, pp. v-vii.

2 bid., p. 24.



independently pursue NEFC. Creative Energy subsequently entered into negotiations with the CoV fora
Neighbourhood Energy Agreement.

Creative Energy submits that since the NEFCis adjacentto Chinatown and the scale of Chinatown developments
are notlarge enough to support a stand-alone NES, the CoV and Creative Energy incorporated Chinatown into
the Neighbourhood Energy Agreement. In April 2011, the CoV council approved the neighbourhood energy
connection policy for Chinatown, which requires that all new developmentsin this areabe designed to be
compatible with aneighbourhood energy system and connectif asystemisavailable.

2.1.3 Additional CoV direction

In January 2011, the CoV council approved amendmentsto the planning policy for NEFCto require all new
developments subjectto rezoningto connectto a neighbourhood energy system for space heatingand domestic
hot water.”

In 2012, the CoV council approved a Neighbourhood Energy Strategy and Energy Centre Guidelinesto address
the GCAP objective of reducing 120,000 tonnes of carbon dioxide peryearthrough the deployment of
sustainable energy systems for high density neighbourhoods. The CoV’s strategy involves converting the existing
steam heatsystemstoa low carbon fuel and establishing new neighbourhood energy systems in high -density
areas."

In March 2014, the CoV council adopted the Downtown Eastside Local Area Plan, which includes Chinatown. This
planrequire designs of all new developments in the Downtown Eastside over 2000 square metresto use
hydronic(hot water) heating systems, and requires new development to connectto a low carbon
neighbourhood energy system whenoneisin place.

2.1.4 The Neighbourhood Energy Agreement

The NEA between Creative Energy and the CoV was executed on May 26, 2014, subjecttothe Commission
approving the agreementand granting a CPCN for the construction and operation of the Franchise Area NES."
Creative Energy describes the NEA, in part, as follows:*°

e Nothinginthe Agreementvaries oramends the provisions of the Municipal Access Agreement
(MAA) dated September1, 1999, betweenthe CoV and Creative Energy, which governsthe general
termsfor access by Creative Energy to streets and other CoV property. The Agreement establishes
rights and obligations that are incrementalto the MAA.

e Theterm of the Agreementisfor30 years, with optionstorenew subjectto mutual agreement.
e The Agreement provides Creative Energy with an exclusive franchisein NEFC and Chinatown.

e The CoV will mandate connection of all new developmentin the NEFCareavia a Service Area Bylaw
(proposed) orrezoning conditions (forany rezoning prior to the conditions precedentin this

2 Ibid. p.21.
% Exhibit B-1, pp. 19-26.
!> Exhibit B-1, Schedule 2, Restated and Amended False Creek and Chinatown Neighbourhood Energy Agreement, Schedule A, p. 3.
16 -
ExhibitB-1, pp. 27-28.
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Agreement being metand enactment of the Service Area Bylaw). Connectionin Chinatown s also
mandatory but the connection and obligation to serve is subject to an extension test.

e Creative Energy can meetthe NEA carbon performance requirements through multiple means, all
subjectto Commission approval. Theseinclude alocal solution withinthe NES hot water network
(the Franchise Area Low-Carbon Solution) or by converting the fuel source of the energy supply
upstream of the NES. This could supply the NES, along with some portion of Creative Energy’s
existing customers and other potential new downtown franchise areas.

2.2 Project scope and description for Phase 1

Creative Energy proposestoserve the NEFCareawith a new hot waternetwork, fed by two S2HW converter
stations, which will receive steam from the existing Creative Energy steam network. Hot water supply and retum
pipeswill circulate the water to customer buildings. The S2HW converter stations were initially planned to be
located in the first two connected customer buildings (Project).!”

The hot water distribution system and energy transfer station (ETS) design is similar to the existing SEFC system.
Thisis to provide consistency and will enable possible interconnection of the systemsinthe future. The system
will provide heating service only. Any cooling service will be on-site and the responsibility of developers.
Connection to the NESis mandatory forall new developmentin the core NEFCarea. **

Creative Energy proposes that new developments within the Chinatown area will be subject to an extension
test. Theinitial step in the Chinatown proposal is an on-site boiler plant ata new developmentlocated at Main
and KeeferStreets. The plant has the ability to expand to serve other nearby development. Creative Energy
believesthisisthe mostviable strategy to knit togethersufficientload to enable an economicconnection
between NEFCand Chinatown, and to secure long-term carbon performance benefits for Chinatown. ™

Creative Energy submits that since the NES receives energy generated by the existing Creative Energy steam
network, the projectincludes amethodology for allocating costs associated with existing infrastructure. Creative
Energy submitsthere is sufficient projected boiler capacity at the existing steam plant therefore no additional
capacityis anticipated to serve the NEFC and Chinatown NES.

Creative Energy submits that for projects with significant on-site cooling systems, waste heat recovery from
coolingis encouraged. However, on-site heat production through other means (e.g. air or water source heat
pumps operatingin heatingmode only, heat recovery from sewage, geoexchange, etc.) is precluded.

Figure 3illustratesthe core NES service areaand proposed pipe routing. Table 1 providesaschedule of expected
regulatory filings and major milestones.

7 Exhibit B-22, BCUCIR 2.1.1.
'8 ExhibitB-1, p. 35.
 Ibid., p. 36.

2% Exhibit B-1, pp. 35-36.
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Figure 3 - Core NEFC Service Area”

Schedule Item Date

Initial CPCN Application — Submission April 2015
Initial CPCN Application - Approval July 2015
Detailed Design Q3 2015
Commence Construction® Q4 2015
MES Rates Application — Submission Q12016
First Occupancy Q3 2016
iiZGSSELCPCN Application for Energy Supply Q2 2018
50% Buildout of Loads (NEFC) 2018
100% Buildout of Loads (NEFC) 2024

*First Steam — HW converter stations and energy transfer stations. A small
extension (10 m) of existing steam system is anticipated in Q3 2015 based on

current site development scheduled

Table 1 - Project Schedule®’

Figure 4 shows the anticipated distribution piping system build out.

21 Exhibit B-1, Figure 7, p. 37.
22 Exhibit B-1, pp. 35-38.
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Figure 4 - Anticipated Distribution Piping System Build Out®

2.3 Project build out schedule, load analysis and demand at full build out in 2024, forecasts

Energyloads are forecast based on floor space and energy use intensity (EUI) factors obtained fromthe Phase 2
Study,’* Creative Energy’s experience with recent buildings in Vancouver and information provided by the
development teams for NEFC buildings are currently under development.?

At full build outin 2024, the NEFC NES is forecasted to serve 506,300m* of floorspace, with 86 percent
(437,300m?) located in high rise residential buildings with some ground-floor retail and the remaining 14 percent
(69,000m?) located in a hotel and casino development.”® When Energy Supply Phase 1ends at the end of 2019,
the NEFC NES s forecasted to serve 290,700m* of floorspaceincludingthe 69,000m? of hotel and casino floor
space. There are fourdevelopersinthe NEFCarea: Aquilini Development; Concord Pacific; Canadian
Metropolitan Properties (Plaza of Nations); and Paragon Gaming.”’ Creative Energy submits that as
redevelopmentin Chinatownis less certain, smallerin scale and more spread out, extensions to Chinatown are

23 Exhibit B-6-1, Appendix 3, p. 3.

24 Exhibit B-1, Schedule 4, NEFCDistrict Energy Study Phase 2 Final Report, prepared by Compass Resource Management Ltd., dated
February2011, pp.5-10.

2> Exhibit B-1, p. 58.

?® Exhibit B-6, BCUCIR 1.30.1.

*7 Exhibit B-1, p. 33.
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not included in this CPCN Application. The load forecast model assumed peak EUI factors of 50 W/m?and 92
W/m?®for the high rise residential buildings and the hotel and casino development, respectively.’®

The NEFC NES is forecasted to have an annual energy sales forecast of 48,100 MWh by 2024, with a diversified
peak energy demand of 24 MW. At the end of Energy Supply Phase 1, Creative Energy forecasts annual energy
salestobe 27,600 MWh with a diversified peak energy demand of 15.7 MW. >

Creative Energy’s existing central steam plant at 720 Beatty Street would supply the existing steam customers
and the forecasted NEFC NES hot water loads until a low carbon solution has been developed.*® Creative Energy
forecasts the diversified peak load forits existing steam customersto be 210 MW in 2016 with a reductionto
196 MW by 2025. When combined with the NEFCNES, the forecast diversified peak demandis 213 MW in 2016;
221 MW in 2019; and 221 MW in 2024. The existing steam plant has six boilers with a maximum continuous
rated capacity of 280 MW?>" (810,000 pph [pounds per hour]) when fired on natural gas.>> No additional capacity
isanticipated toserve the NEFCNES, as there is sufficient boiler capacity at the existing steam plant.

The energy demand forecast was prepared in the context of a mandatory connection policyinaService Area
Bylaw previouslyapproved by the CoV council, with enactment pending Commission approval of the
Neighbourhood Energy Agreementincluded in this Application. Once enacted, this Service Area Bylaw would
secure customerenergy demand and ensure thatadequate loads and economies of scale would be achieved to
cost-effectively establish alow carbon energy source. If the Service AreaBylaw is not enacted, the CoV could
instead mandate connection and related conditions through land use and building policies such as city zoning
conditions and development permits.* Five development sites at NEFC have already received rezoning from the
CoV and approximately 40 percent of anticipated load in NEFCis already underdevelopment.*® Each of the five
re-zonings includes the requirement to connect to the NEFC NES.*”

Commission determination

The Panel finds that the load forecast is reasonable. In makingthis determination, we note that approximately
40 percent of anticipated load in NEFCis already underdevelopment and that five development sites at NEFC
have already received rezoning from the CoV that will require them to connecttothe NEFC DES.

3.0 APPROACH TO THE DECISION

In the final argument stage, parties provided submissions concerning whether the CoV has acted beyond its
scope or in excess of its legal authority (ultra vires), in enacting policies and bylaws respecting the mandatory
connection by developers tothe DES. However, nointervenerasked the Panel to determinethe CoV’s bylaws or
policies to be ultra vires. Rather some parties have pointed out thatitis notthe Commission’sjurisdiction to

*8 Exhibit B-6, BCUCIR 1.30.1.

2% Exhibit B-6-2, BCUCIR 1.31.1, Tables 1and 2, pp. 1-2.
3% ExhibitB-1, p. 29.

31 ExhibitB-6-2, BCUCIR 1.31.1, Table 1, p. 1.

32 Exhibit B-6, BCUCIR 1.32.1, p. 92.

33 Exhibit C1-2, Panel IR 1.3.3, pp. 7-8.

3% ExhibitB-9, CECIR 1.2.1,p. 9.

> Exhibit B-25, CECIR 2.2.1, pp. 5-6.



12

determine the validity of the CoV’s policies or bylaws. Others suggestitisinthe jurisdiction of the Commission
to consider mandatory connection, solongasitrelatestoits core statutory mandate.

Creative Energy states that “as a regulatory agency, the Commission must presume that the actions taken by the
Cityin enteringintothe Franchise Agreement and approving the NE Bylaw were intra vires.”*®

However, in FEI-FAES’ joint legal submission onthe issue of the CoV’s mandatory connection policy and byl aws
adopted by UDI and CEC, FEI and FAES argue that:

[Itis both appropriate and important forthe Commission to consider as part of exercising its
statutory publicinterest mandate whetherthe [CoV] hasjurisdiction to take the steps upon
which the NEA and Projectare premised. The [CoV] has oversteppedits authority and, in doing
so, has infringed upon on the Commission’s core statutory mandate to (i) issue a CPCN, (ii)
approve franchises, and (iii) determine who can and cannot take service from public utilities,
and on whatterms. The Commission should not approve the Project and franchise agreement as

beinginthe publicinterestwhenitis premised onlegal constructs that unlawfully fetter the
Commission’s jurisdiction.>’

In support of theirargumentregardingthe fettering of the Commission’s decision making powers, FEI -FAES cite
the case of Innisfil (Township) v. Vespra (Township) :

[E]venif the external policy is relevant, the rule against fettering requires the delegate to
exercise itsown discretionin deciding whetherand how to accept the policy. In particular, the
delegate cannot simply treat the external policy as a given, and may be required to permit cross-
examination and refutation of that policy.[...]

In theory, all fetters on the ability of adelegate to exercise its discretion are an abuse, and result
ina loss of jurisdiction[...]**

FEI-FAES also note that the paramountcy of the Commission’s jurisdiction was also affirmed in Surrey (District) v.
British Columbia Electric Co.>° in which the Court found the Commission to have “the duty of safeguarding the
interests of municipalities and theirinhabitants, to the extent that they may be affected by the operations of
publicutilities” irrespective of municipal powers that purported to regulate utilitycompanies and facility
construction. As a result, FEI-FAES argue thatin exercisingits public-interest mandate, the Commission therefore
cannot be bound by the CoV’s opinions regardingits own jurisdiction underthe Vancouver Charterand the
merits of its own planto meetits policies and objectives.

BCOAPO contends that the legislature has provided anumber of methods forthe review and challenge of
municipal enactments, all of which provideforthe jurisdiction of the Supre me Court of BCand none of which
provide forthe jurisdiction of the British Columbia Utilities Commission. *° In support, BCOAPO cites section 524

36 Creative EnergyFinal Argument, p. 55, para. 205.

37 FEI-FAES Joint Submission on Law, p. 11.

38 Innisfil (Township) v. Vespra (Township),[1981] S.C.R. 145.

39 Surrey (District) v. British Columbia Electric Co., [1957] S.C.R. 121 per Locke J, Randand Nolan JJ concurring.
a0 BCOAPO Final Argument, p. 4, paras. 17-19.



13

of the Vancouver Charter, which states: “Onthe application of ...a person interested in the by-law or resolution,
aJudge may declare the by-law or resolution void in whole orin part for illegality.”**

There are twoinstruments that the CoV uses, or proposes to use, to require mandatory connection:oneisthe
NE Bylaw, the otheriszoning policy. The CoV explains that:

The mandatory connection requirement for NEFCand Chinatown is already embedded within
existingrezoning policyin NEFCand Chinatown. The BCUC decision on this application does not
alterthe CoV's authority to require new developments to connecttothe NES. The NES By-law
has been approved by Council, but not enacted. It supplements the existing rezoning policy that
requires mandatory connectiontothe NES. If enacted, the NES By-law would add regulatory
support to the existing connection policy.*

Commission discussion

The Panel finds no reason to opine onthe legitimacy of the CoV’s mandatory connection policies and bylaws.
Regardless of the legitimacy of the CoV’s jurisdiction, the Panel agrees with the interpretation of FEl and FAES
regarding paramountcy: if there were a conflict, the specificjurisdiction of the UCAis paramountto, and in
effect trumps, the more general jurisdiction of the CoV, in the context of mandatory connection. Accordingly,
the Panel has considered whetherthe steps taken by the CoV, upon which the NEA and Projectare premised,
are in conflict with the Commission’s jurisdiction. Upon review of the Application, the Panel is clearthat Creative
Energy has not applied tothe BCUC forapproval of mandatory connection provisions. Therefore the Panelfinds
no conflictbetween the jurisdiction of the CoV and the jurisdiction of the BCUC, in the context of the facts as
presented inthis Application (see Section 4.2.2 of this decision for furtherdiscussion).

The Projectand the NEA are, from an approval perspective, independent. Forexample, the NEA could be
approved andthe CPCN for the project not approved and vice versa. In the lattercase, itis possible thatthe
project could proceed withoutthe NEA. In this regard, we note Creative Energy’s submission that “underits
existing Municipal Access Agreement, it has the ability to extend infrastructure (whethersteam or hot water) to
NEFC, assumingit can secure customers under whatever policies the CoV eventually implements. ”*

Accordingly, the Panel separately considers the CPCN for the project (in Section 4.1 of this decision) and the
approval of the NEA (in Section 4.2 of this decision). Inthose sections, we consider whether approval is
premised on the concept of mandatory connections, and its possibleimpact on the publicinterest. This
approach is consistent with the Commission’s approach to previous CPCN and franchise agreement applications:
considerthe need forthe project; consideralternatives; consider project justification; consider consultation; and
considerwhetherthe franchise agreementis necessary forthe publicconvenience and properly conserves the
publicinterest.

M BCOAPO Final Argument, p. 4, para. 17.
2 CoV Final Argument, p. 2, paras. 9-10.
3 Creative Energy Final Argument, p. 62, para. 237.
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4.0 APPROVALS SOUGHT
4.1 CPCN

Creative Energy has applied fora CPCN based on a DES Project. This section will analyze the Project, based on
the Project description, the CPCN Guidelines, the UCA, applicantand intervener submissions and the context of
mandatory connection.

Commission determination

For the reasons set out in the subsequent sections, the Panel finds that a CPCN for the NEFC DES Project
limited in scope to exclude Chinatown, and as otherwise described in the Application, isin the publicinterest.
A CPCN is granted to build infrastructure in NEFC in the amount of $9,345,400 plus PST, interestduring
construction and capitalized development costs. Further determinations regarding capitalized development
costs are made in Section 4.1.4.2 of this decision.

4,11 Projectalternatives

Section 2 of the 2015 CPCN Guidelines provide thatan applicant should identify feasible alternatives and
compare the costs, benefits, associated risks, revenue requirements, rate impacts and social and environmental
impacts of the project and those feasible alternatives.

Many interveners argue that there are more feasible alternatives to the project —such as individual in-building
Stream A systems and the use of renewable natural gas (RNG) to fuel gas boilers.

Commission discussion

The alternatives putforward by the interveners are discussed in the next se ction of this decision —Section 4.1.2
Alternativesto a District Energy System. While thesealternatives may be relevant to the City’s screening studies
and its choice of a DES, they are not realisticalternatives that Creative Energy must considerin orderto satisfy
the CPCN Guidelines requirements.

The Panel will therefore considerthe following alternatives: the use of hot waterversus steam, a steam

extension of the existing utility, temporary or permanent boilers and staging and sizing of hot water converter
stations.

4.1.1.1 Hot waterversussteam

Creative Energy submits that, asrequiredin the Neighbourhood Energy Agreement, it will utilize amodern hot
waternetworkinstead of steamto serve NEFCand Chinatown. Hot water offers advantagesin terms of low er
thermal energy losses, lower maintenance costs and the ability tointegrate lower grade heat sources. Hot water
based systems, although commonin Europe, are becomingthe new standard in North America for district
heatingin residential and commercial developments wheresteamis not typically required. The use of hot water
representsanew approach to heat distribution and will require a new tariff for the NES. **

** ExhibitB-1,p. 3.
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Creative Energy remains “extremely committed to hot wateras a modern distribution technology.” However, it
alsostatesthatina marketdriven systemit mustbe able to considerthe merits and feasibility of ahot water
extensionversus asteam extension within the context of each specificcustomeraddition and on the basis of
actual or reasonable customer commitments.*’

Commission determination

The use of hot water, as opposed to steam, was exploredinthe NEFC Phase 2 Study. The Panelissatisfied that
the hot wateralternative offers sufficient advantages over steam, especially by providing fle xibility to connect to
a widerrange of heatsources, including, for example, waste heat recovered from sewage, thereby offeringan
opportunity to be aligned with some Clean Energy Act objectives.

Accordingly, the Panel finds the proposed use of hot water to be appropriate in this circumstance.
4.1.1.2 Steam extension of the existing utility

Although Creative Energy did not propose this alternative, or provide any analysis of itinits application, it was
explored by anumber of partiesin the proceeding. The Commission, for example, posed this question to
Creative Energy:

Consideringthatthe development of a new low carbon energy source is not expected until
2020, possiblythrough the conversion of the existing Downtown steam plant, and thata
feasibility analysis forthis conversionis currently underway, please discuss why itis appropriate,
at thistime, to propose that the NEFC and Chinatown NES be separate from the existing utility,
rather than be considered extensions of the existing utility, with a separate rate class.*®

In response, Creative Energy stated thatit does not see any practical difference between considering the NEFC
and Chinatown NES as separate from the existing utility oran extension of the existing utility with a separate
rate class. If NEFC is considered an extension subject to the approval required under section 45(7), Creative
Energy contends thata new tariff isrequired thatreflects hot waterservice (versus steam) and the currentand
future costs specificto hot waterservice in NEFC/Chinatown and the Performance Requirements established in
the Neighbourhood Energy Agreement.*’

Creative Energy states thatthe NEFC extensionis alarge neighbourhood addition and not comparable to the
addition of a single customer. It submits that the proposal should be evaluated in that context.*® Creative Energy
alsonotesthat itdoes not have a formal Commission approved system extensiontestandinitsview, its
extension policies forthe core are not in the scope of this proceeding.*’ Creative Energy submits that if this
Projectis considered amain extension tothe Existing Core a contributionin aid of construction would be
necessary forthe projectto passa standard main extension.

4 Creative EnergyFinal Argument, p. 70.

* Exhibit B-6, BCUCIR 1.40.1.

*" Exhibit B-6, BCUCIR 1.40.1.

*8 Exhibit B-6, BCUCIR 1.14.1.

*9 Exhibit B-17-1, FEI IR 1.8.1; Exhibit B-23, FEI IRs 2.17.1-2.17.4.
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Commission determination

The Panel finds that Creative Energy cannot extend its existing steam facility into NEFC without a CPCN as
Creative Energy does not have a Commission approved extension policy. Inthe absence of a Commission
approved extension policy, the TES Stream B Extension Guidelines apply to any extension of Creative Energy’s
existing system. The Guidelines allow extensions without requiringa CPCN, provided the cumulative capital
costs of all extensions do not exceed the initial capital costs and rates for existing customers do notincrease by
an amountgreaterthan 10 percent. The Panel finds there is not sufficient evidence on the record to establish
whetherthe proposed NEFC DES meets the CPCN exclusion criteria as outlined in the TES Guidelines.

4.1.1.3 Temporary or permanent boilers

Creative Energy statesthatthe NES will consist of two central S2HW converter stations connected upstream to
Creative Energy’s existing steam plant at Beatty and Georgia Streets adjacentto NEFC. Thus, the entire heating
energy needsforthe NES will initially be met from Creative Energy’s existing steam plant. The use of the existing
plantavoidsthe needforany temporary orpermanent gas boilersinthe neighbourhood. This will also lower the
costs of establishingthe new system and willalso benefit existing Creative Energy customers through sharing of
fixed plant costs and overheads.>°

Creative Energy provided evidence on the details of temporary boilers versus permanent boilersasan
alternative toits proposed hot water system. Creative Energy submits that temporary gas boilers are notan
appropriate solution for Energy Supply Phase 1. Temporary gas boilers are typically used as a short-term solution
for meetingthe needs of the firstfew customers of adistrict energy system, before establishinga permanent
energy centre. In addition to deferring the cost of a larger permanent energy centre, temporary boilers are also
usedto help with phasing network development (e.g., to defer connections between non-adjacentloads).
Temporary gas boilersrequire appropriatesites. Thereare limited options forsiting a container plantin NEFC
giventhe density/timing of development and availability/location of open spaces. Temporary boilers would
mostlikely need to be sited withininitial buildings, specifically the location of the proposed steam to hot water
converterstations on eitherside of the NEFC portion of the Franchise Area. Temporary boilers in buildings are
more costly because theyrequire dedicated space thatis difficult to repurpose after removal, they require hook-
up and ventinginfrastructure through permanentstructures,and there are added costs to installation and
removal. The costs are almost no different than a permanent boiler plant.”*

For these reasons, Creative Energy submits that the appropriate comparison is between the proposed solution,
and one or more permanent standalone gas boiler plantin NEFC, which would provide asimilar level of service.
Thisis in part because there are no suitable locationsin this dense areafortemporary boiler plants. The May
2010 screening study included analysis of this option (a new standaloneboiler plant) and concluded thatit
would be more cost-effectivetorely on the existing Beatty Street plantthan toinstall a new standalone plant.

In summary, Creative Energy submits the most viable alternative to the S2HW converterstations proposedin
the Application would be to replace the two stations with permanent boiler plants. Two on-site boiler plants are
most practical because of the phasing of loads, the added distribution system support and the lack of available

>0 ExhibitB-1,p. 3.
> Exhibit B-6,BCUCIR 1.1.
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space for a large stand-alone boiler plant. The actual incremental cost of Creative Energy’s proposed solutionis
approximately $2.9 million. In comparison, the present value of capital costs fortwo stand-alone boiler plants
(with some phasing of boiler capacity) would be approximately $9.4 million. This excludes any additional
allowance for a future interconnection to take advantage of a larger fuel switch forthe Creative Energy core.

The satellite boiler plants would require more space than the proposed S2HW converter stations, and the
potential cost (oravailability) of this additional space is notincluded in the analysis. In addition, the satellite
boiler plants would be subjectto a highergas delivery tariff than the existing Beatty Street plant.

On balance, Creative Energy submits the proposed solution has lowerincremental capital costs than the
permanentboileroption and also preserves maximum flexibility for Energy Supply Phase 2 (itis compatible with
boththe largerfuel switchand a local sewerheatrecovery plant). Even with the proposed allocation of
embedded costs and operating costs for the Beatty Street plant, the present value cost of the proposed solution
for NESratepayersislowerthanthe satellite boiler plants. Finally, this technical solution coupled with the
proposed costallocation methodology results in some recovery of embedded costs and sharing of overheads for
the core.>

Commission determination

The Panel agrees that based on the timingand location of new development, two separate boiler plants would
likely be required. The Panelalso agrees that of the alternatives, the most likely solution would be to replace the
proposed steam to hot water converter stations with two boiler plants as two plants at these locations would
provide some redundancy and distribution system support. The Panel also acknowledges that through the use of
the Beatty street plantthere could be benefits from more efficient use of capacity, sharing of operating
expenses and lower commodity costs. Forthese reasons, the Panel finds that connecting to the Beatty Street
plant through two new steam to hot water converter stations, as opposed to using temporary or permanent
gas boilers, is an appropriate choice and also notes that it is the applicant’s proposed approach.

4.1.1.4 Stagingand sizing of steam to hot water converterstations

Creative Energy explains that “[s]team-HW Converter Stations are currently planned for the first two connected
customers. Each stationincludesaconverterand distribution pumps for the hot water DPS [distribution piping
753

system]. Each stationis sized to meet 75% of the design load for NEFC’
to be in service by 2020.>*

and Energy Supply Phase 2is expected

Creative Energy explains that, given the development profile for NEFC which duringinitial stages of build -out has
two nodeson eitherside of BC Place stadium, two steam lines and splitting the network into two roughly equal
parts with a future connectingline isthe optimalapproach and will provide high resiliency with prudent
investment.*

> Exhibit B-6, BCUCIR 1.1.1.
>3 Exhibit B-1, p. 60.

>* ExhibitB-1, p. 4.

>> Exhibit B-6, BCUCIR 1.10.10.
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Creative Energy elaborates further that:

Within the first three years of build out, the peak load (diversified) is expected to reach 15,700
KW, which represents 45% of the installed S-HW capacity at both location (35,200 kW). By build
out, the load is approximately 68% of installed capacity at both locations combined (equivalent
to 2*75% of peak diversified demand). The cost of this excess capacity is minimal and it provides
distribution system support (comparable to loopingin distribution systems) and some flexibility
for load uncertainty and growth.>®

The 75% estimate is a general target and will depend on the final space provided. 75% gives
sufficient capacityinthe systemthatone S2HW [steam to hot water] converter station could
meet 75% of the peak demand (atfull build out) if the other S2HW converter station shut
down.”’

At the time of the Application, the design of each station allowed for 4 x 4.4 MW heat exchangers, which would
provide a potential capacity at each station of 17.6 MW and a combined potential capacity of 35.2 MW. Thisis
equivalentto each station beingable toserve 75 percent of the diversified load of 23.8 MW.

However, the capital and operating cost estimatesin the Application allow foronly three heat exchangers at
each steamto hot water converterstation (3 x4.4 = 13.2 MW or 26.4 MW total). Thisis sufficientto meetthe
full build-out system peak demand while providing asmall level of reserve for building peak demands. The space
and headerallowance forafourth heat exchanger has minimal costandis a prudent strategy in the event peak
demands are higherthan forecastand to allow forsome future expansion of the network, including possible
interconnection to Chinatown.>®

Each converterstation also allows for multiple redundant pumps. The numberand size of the pumps will be
determined atthe final design stage.

The phasing of capital costsin the Application assumes all three heat exchangers and all pumps (including
redundant pumps) at each station are installedin the first year. Creative Energy submits thatthiswasa
conservative assumption forthe purposes of the Application. Creative Energy will consider further refinement to
the phasing of thisequipmentin the final design stage. Phasing will not alter the total capital costs of these
stations, but could modestly reduce the indicative levelized rates/costs in the Application. Creative Energy
expectstorefine the phasingforthe purposes of the rate application. Creative Energy notes that regardless of
the phasingassumptions used for establishinginitial rates, customers will receive the benefits of further
optimization because this will reduce the actual balance inthe proposed revenue deficiency deferral account. >

Creative Energy’s current phasing of the loads and converter station capacities is as follows: *°

>% Exhibit B-1, BCUCIR 1.10.12.
>’ Exhibit B-1,BCUCIR 1.10.11.
*8 Exhibit B-22, BCUCIR 2.1.1.
>% Exhibit B-22, BCUCIR 2.1.2.
%% Exhibit B-22, BCUCIR 2.1.4.
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2016 2017 2018 2019 2020*
10B Converter Station
Cumnulative Diversified ) .
Demand [MW] 1.8 10.4 13.1 13.1 13.6
S2HW Capacity [MW] 8.8 13.2 13.2 13.2 13.2
Di ified D d
bigsahatlb oy L 20% 79% 99% 99% N/A
Installed Capacity
7A Converter Station
Cumulative Diversified
0.8 0.8 2.7 2.7 0.8
Demand [MW]
S2HW Capacity [MW] 8.8 8.8 8.8 2.8 13.2
Di ified D d
iversified Demand / 9% 9% 31% 31% N/A

Installed Capacity

Combined Diversified
Demand (After Link Pipe N/A N/A N/A MN/A 20.4
Installed) [MW]

Combined Installed Capacity

(After Link Pipe Installed) MNSA N/A N/A M/ A 26.4
[MW]

Combined Diversified

Demand / Combined N/ A N/A N/A M/ A 77%

Installed Capacity
FLink pipe between two converter stations is installed in 2020,

In terms of a back-up S2HW converter station, there is no back-up station proposed perse. The system will start
as two separate nodes served by individual stations. During this period, multiple heat exchangers at each station
will provide some redundancy and one future heat exchanger willbe held ininventory foremergency
replacementateitherstation, and as a bufferforuncertainty in the timing of future loads. Each station will also
have room forone additional heat exchanger beyond whatisincluded inthe current capital cost estimates.
Once the stations are interconnected, there is additional flexibility introduced in the supply of the NESin the
event of higher demands or service disruption at one station. **

Creative Energy also plansto have one heat exchangerininventory to use as an emergency replacement unit
untilitisrequiredinthe S2HW station at Aquilini 7A and until the interconnection between the two converter
stations.®

Commission determination

The Panel finds that optimizing the size of the steam to hot water converter stations to meetthe anticipated
demand can provide benefits to ratepayers through reduced carrying costs. As such, the Panel approves
Creative Energy to phase the installation of the steam to hot water converters and distribution pumpsinto
the steamto hot water converter stations to meet the anticipated demand. The excess capacity and the

%1 Exhibit B-22, BCUCIR 2.1.11.
®2 Exhibit B-22, BCUCIR 2.1.12.
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number of installed S2HW converters and distribution pumps are to be minimized. As described in Section 6,
Creative Energyistoreport annually tothe Commission:

1

An update onits phasing and spares planand to explain and justify any deviations fromthe CPCN
applicationforecast;

The number of spare steam to hot water converters and distribution pumps;

The actual peak hourly demand of each sub-system that was recorded in the previous reporting
period;

The peak hourly demand forecastforthe next one-yearreporting period;
The capacity of each installed S2HW station; and

The plans and justification forany changesto the installed capacity.

4,1.2 Projectalternativestoa districtenergy system

Many interveners argue there are viable alternatives to a district energy system with mandatory connection and
therefore thereisnoneedforthe Project. These alternatives were explored during the course of the
proceeding. Table 2depictsacomparison of the levelized rates and levelized costs of the NEFC Phase 1 and
Phase 2 of the proposed NEFC DES, as well as other DES and stand-alone thermal energy systems from Creative
Energy’s rebuttal evidence (although severalinterveners contest these numbers). A summary of the evidence on

each of the alternativesto a DES is attached as Appendix A.
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Levelized Rate Levelized Cost

NEFC NES, Energy Supply
Phase 1 396 9100
NEFC NES, Energy Supply
Phase 2 (Low Bookend) $100 $105
NEFC NES, Energy Supply
Phase 2 (High Bookend) $119 $130
NEFC NES, Energy Supply
Phase 2 (With RNG) S113 5122
Creative Energy Steam

7 4
Service >71 >7
100% Electricity Version B $126 §131
Gas / Electric Mix 598 $99
On-Site Boilers, 100%
Natural Gas 587 583
On-Site Boilers, RNG 67%

! 104 106
starting 2020 > >
On-Site Boilers, RNG 67%
starting 2016 S113 s110
SEFC $115 N/A
UBC NDES $121 N/A
River District Energy $145 N/A
PCI Marine Gateway $148 N/A
SOLO / Seylynn / Sovereign $129 N/A
Telus Garden $129 N/A

Table 2 - Levelized Costs and Rates of Various Thermal Energy Systems®’
Commission determination

The Panel acknowledges the view of those parties that argue that there are alternativesto a DES, which could
have been considered by Creative Energy. However, the Panel makes no determination on these particular
alternatives as they are notrealisticfor Creative Energy to pursue, because Creative Energy has put forward this
applicationinresponse tothe CoV’srequirement fora DES in NEFC. Alternatives within the realm of DES
projects are more realistic(see paragraph 4.1.1).

There are buildings currently under development that are required to connect to a DES and a number of other
sites forwhich development permits have beenissued that require connection.® This generates sufficient need
to justify the Project. Accordingly, the Panel finds sufficient justification for the Project to proceed.

4.1.3 Alignmentwith Clean Energy Act and Provincial Government Policy

Creative Energy submits that the NEFC NES aligns with the provincial government objectives set out underthe
Clean Energy Actand the 2007 BC Energy Plan: A Vision for Clean Energy Leadership.*®

%3 Exhibit B-33, Table 17, p. 37.
%% ExhibitB-1, p.32.
% Exhibit B-1, p. 107.
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A significantissue identified by intervenersin this proceedingis that the subject CPCN Applicationisonly for
Phase 1 of the project and the specificdetails of Phase 2have not been determined at this point. Creative
Energy has maintained that Phase 2is out of scope for this proceeding and will be the subject of a separate
CPCN. Interveners have questioned the certainty of proceeding to Phase 2and the timing of such and noted the
uncertainty regarding the specifictechnology and fuel supply that Creative Energy willemploy to meetthe low-
carbon performance targetsinthe NEA makes it difficult to determine the extentto whichthe projectisin
alignmentwiththe BCEnergy Objectives.

In Table 32 of the Application, Creative Energy describes how the NES contributes, oris notapplicable, to each
of the sixteen BC Energy Objectives listed in section 2 of the Clean Energy Act.®® For a number of these
objectives, specifically(d), (g), (h), (i) and (j), those objectives most relevant to this Application, Creative Energy’s
description of the alignment with those specificobjectives applies to Phase 2 of the projectratherthan Phase 1.

Intervenerarguments

Several interveners argue that the Application before the Commission does notadvance the BCEnergy
Objectives because Creative Energy has stated that the Applicationisonly for Phase 1and that Phase 2 is not
withinthe scope of the subject Application.

In its final argument, FEl includes atable showing an evaluation of how Phase 1 on its own aligns with BCEnergy
Objectives(g),(h), (i) and (j) to show that Phase 1 on its own compares much less favourably against the BC
Energy Objectivesthan Creative Energy sets outin the Application.

%% Exhibit B-1, pp. 107-109.
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66.  “British Columbia’s energy

objectives™

67.  Creative Energy's evidence

about how objectives met

68.  The reality, accounting for
Creative Energy's position on

SCOPing

69. {j} “to reduce waste by
encouraging the use of waste heat,

biogas and biomass."”

70. “The low carbon alternatives
under consideration include waste
heat recovery from sewer and the

use of waste wood”™.

71, Creative Energy will be using
the Beatty 5t. boiler plant. Thers
are no alternatives under

consideration.

72.  [g) “to reduce BC greenhouse

Eas emissions”

73. "The project will reduce GHG

emissions upwards of 4,000 tonnes

T4, Energy Supply Phase 1 will

increase GHG emissions relative to

per year at full build cut relative to BAL.
BALL"
75.  [h) "to encourage the 76. "The project will result in 77.  Enmergy Supply Phase 1 will

switching from one kind of energy

reduced gas-fired heat preduction

result in increased gas-fired heat

sOuUrce or use to another that in BC.”" production in BC.

decreases greenhouse gas emissions

in British Columbia”

78. (i) “to encourage 8. “The project reduces COV 80. Energy Supply Phase 1

communities to reduce greenhouse community emissions.” increases COV community

gas emissions and use energy Emissions.

efficienthy.”

Table 3 - FEI's evaluation of project alignment with BC’s Energy Objectives®’

FAES refersto Table 32 of Creative Energy’s Application and in regard to the analysisin thattable regarding
alignment of each energy objective submits:

Creative [Energy] confirmed that whenitrefersinthis Table to ‘the project’ or ‘this project’ or
‘the low carbon alternatives under consideration’ it actually refers to Energy Supply Phase 2,
rather thanthe Energy Supply Phase 1for which Creative [Energy] is seekinga CPCN in this
Application. Creative [Energy] has therefore failed to properly address the BCEO applicabletoits
Application. Creative [Energy]’s position is that the details of Energy Supply Phase 2 are ‘out of
scope’. With respect, Creative [Energy] cannot simultaneously refuse to allow the examination
of the Phase 2 component of its proposed build out, and rely on Phase 2’s promised effectsin
purported satisfaction of the BCEO.®®

On this basis, FAES submits that Creative Energy’s applied for CPCN does not meet BC Energy Objectives (d), (g),
(h), (i)and (j).”

67 FEI Final Argument, pp. 30-31.
68 FAES FinalArgument, p. 44.
*% Ibid., pp. 44-45.
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CEC submitsthatthere are cost-effective alternativesto Phase 1, the natural gas fuelled hot water distribution
systemandthat the Applicationis “deficientin reviewing alternatives becauseitlockedin onthe CoV solution
and has notadequately looked atimportant and available alternatives which the Commission must assessin
consideringthe publicinterest.””®

UDI submits that proceeding with Phase 1 hampers otherinitiatives and alternatives. It further submits that
alternative energy technology may develop to the pointin future where Creative Energy’s competitors would be
able to offerservicesthat are both lower-cost and lower-carbon, but because of Creative Energy’s exclusivity,
developers, residents and local businesses would be deprived of these choices.”*

Commission determination

The Panel acknowledges the submissions of FEl that Phase 1 of the project does not meet BC Energy Objectives
(g), (h), (i) and (j). Creative Energy’s assertions regarding these objectives appearto be based on Phase 2 of the
project. However, there is not sufficient evidence of Phase 2 for the Panel to make any assessment, and Creative
Energy’s positionisthat Phase 2 is out of scope.

However, the Panel finds that Phase 1 of the Project aligns with BC Energy Objective (a), to achieve electricity
self-sufficiency, by reducing the amount of electricity potentially used for heating.”?

Evidence has been putforward by parties suggesting that alternative approachesto DES —such as on-site
thermal energy systems utilizing ground source heat pumps or the use of renewable natural gas - would allow
new buildingsinthe NEFCareato meetBC’s Energy Objectivessuch as (g) (reduce BC greenhouse gas
emissions). However, as previously determined, these alternatives are not practical alternatives for Creative
Energy to consider. Accordingly, the Panel will not considerthe alignment of these alternativeapproaches with
the Clean Energy Act and Provincial Government Policy any further.

4.1.4 Consultation

In this section, the Panel will consider whether consultation was adequatein the context of “public” and the
publicinterest. Thisincludes identification of those impacted by the project, whetherthere is sufficient evidence
to show that there was adequate consultation or other evidence to conclude that the projectisin the public
interest.

4.1.4.1 |dentification of the “public”

The CPCN Guidelines provide that applicants ought to identify the community stakeholders, including First
Nations, who may be impacted by the projectand the project alternatives. If an applicantis of the view that First
Nation interests are notimpacted by the project, the applicant ought to provide reasons to support this view.”*

70 CEC Final Argument, pp. 11-12.
"L UDI Final Argument, p. 2.
"2 Clean Energy Act,SBC 2010, c. 22, s.2(a).

73 2015 Certificate of Public Convenience and Necessity Application Guidelines (2015 CPCN Guidelines), dated February 2015, Application
Requirements, Section 3.
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It isimportantto note that while the CPCN Guidelines assist both applicants and the Panel, they are just that:
guidelines. Aswas discussed in the British Columbia Hydro and Power Authority (BC Hydro) Applicationfora
CPCN for the Dawson Creek/Chetwynd Area Transmission (DCAT) Project Reasons for Decision, the Supreme
Court of Canadais clear, that there isno recipe for the determination of what “publicconvenienceand
necessity” means. Each situation must be determined by the Commission, and cannot be determined without a
substantial amount of administrative discretion, based on the particularfacts of the application and in context of
the regulatory framework.”* Whetheran application meets the test of the publicconvenienceand necessity is
not a simply objective fact, butis a matter of opinion.”

Creative Energy suggested thatthere has been considerable consultation process during the development of the
NEFC project, primarily conducted by the CoV. These consultation processes include:

1. The consultation forthe CoV Greenest City Action Plan (GCAP);’®

2. District Energy Strategy Consultation, which included key stakeholders;’’

3. Publicconsultation of the NEFCamendmentto the False Creek North Official Development;78 and
4. Chinatowndevelopment, whichis part of the Downtown Eastside Local Area Plan.

Specifically, the District Energy Strategy Consultation identified the stakeholders of the CoV fora District Energy
Strategy, depicted in the following table:”

Utilities Developer/Landowner/Customer Government/Institutions/NGO
Central Heat Urban Development Institution Metro Vancouver
Distribution Ltd Urban Land Institute City of North Vancouver
BC Hydro Bental City of Richmond
Fortis BC Westbank Vancouver School Board
Corix Parklane University of BC
Cofety Building Owners & Managers BC Climate Action Secretariat
Dalkia / Veaolia Association BC Housing
Condominium Homeowner's Port Metro Vancouwver
Association Matural Resources Canada
Cadillac Fairview BC Sustainable Energy Association
Convention Centre MNavius Research
Community Energy Association

Table 4 - Stakeholder Consultation®’

The stakeholders were identified in two workshops. While Creative Energy inits Application suggests thatthere
was support, generally, foradistrictenergy system, the results of the workshop identified that developers had
concerns. In particular, the developers were concerned with possible cost premiums, and needed clarity around
connection policies and extension policies.

" Union Gas Co. of Canada Ltd. V. Sydenham Gas & Petroleum Co. [1957] S.C.R. 185 [S.C.C.].
> BC Hydro Applicationfora CPCN forthe Dawson Creek/Chetwynd Area Transmission Project, Order G-56-12 with Reasons for Decision,
p.95.
76 .
ExhibitB-1, p. 49.
"7 Ibid.
"% Ibid.
79 .
ExhibitB-1, p.51.
% Exhibit B-1, Table 8, p. 51.
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4.1.4.2 Stakeholder consultation

In BCUC IR 35.1, Creative Energy indicated whilethey did not create aformal process to engage with all
stakeholders, they met with specific property ownersinthe NEFC areato determine that the NEFC mettheir
needs.®!

The CoV submits that they have conducted extensive public consultation to support the neighbourhood energy
strategy.®” In particular, the CoV filed, at the oral hearing, the District Energy Options Dialogue, A BC Clean Air
Research Project Final Report dated March 30, 2012. This was a document prepared by Compass Resource
Management Ltd. to summarize the findings of a collaborativeresearch project between CoV and its partners,
BC Hydro and BC Clean Air Research. This report was conducted to better understand publicvalues and
perceptions respecting air quality and green energy. The report suggested thatthe CoV (through its agent,
Compass Management) was not only providinginformation to the stakeholders about DES, generally, but that
the CoV receivedinformation as well,and was responsive to the Stakeholder comments, in determining
objectives, options and policies.® The CoV stated that it has strong supportfora Neighbourhood Energy
Strategy.®*

Table 5 summarizesthe CoV’s consultations with developers following the NEFC Review Report.

Date Location

April 23,2013 | Discuss Legal Agreement terms for Roger’s Towers with Aquilini
August 22, 2013 | NEFC Energy System update with Aquilini staff

August 22, 2013 | NEFC Energy System update with Concord staff

Sept 51" 2013 City update on NEFC energy System with Concord Senior staff
Sept 17t 2013 Meeting with Concord re NES vision for SEFC

Feb 27, 2014 NEFC Energy System discussion with Aquilini

April 17,2014 | Building Design discussion with Aquilini

June 13, 2014 Meeting with Applicants on NES Connection — Urban Resort/PARQ
June 16, 2014 Urban Resort NES Connection meeting — PAVCO/PARQ

July 8, 2014 Urban Resort Green Building and NES requirements — PARQ/360 Vox
Sept 30, 2014 Options for satisfying energy requirements - Urban Resort/PARQ
Feb 5, 2015 Utility Servicing Coordination for Urban Resort and Concord 5b East

Table 5 - Consultation meetings initiated and led by the City.*

With respect to publicconsultation, FAES submits that there has been no consultation by the applicant. It argues
that Creative Energy cannotrely on the consultation conducted by the CoV, andinany event “even were
Creative [Energy] permitted torely on CoV’s consultations, those consultation activities were inadequate and

&1 Exhibit B-1, pp. 55-56.

82 See Exhibit B-1, pp. 49-57; Exhibits C1-2; C1-6; C1-7; C1-8; C1-9; C1-10; C1-11.

8 Exhibit C1-6, determiningobjectives, p. 8; consequences, p. 12; shareholders provided input on expert selection, trade-offs, p. 18.
8 Exhibit C1-2, p. 9.

% Exhibit B-1, Table 9, p. 54.



27

are now critically outdated.”®® FAES further suggests that the CoV’s consultations revealed a general discomfort
with a prescriptive approach to DES and a general lack of understandingamongthose who participated and that
Creative Energy’s consultation did not address the need of a DES from a stakeholder’s perspective, nordid it
include suppliers.®’

UDI submits that the consultationisinadequate, but generally is concerned about the impact of a lack of
consultation onthe monopolisticnature of the Application and the deficiencies of the various agreements
proposed by the applicant. UDI notes that the CoV has not consulted the publicordevelopersonthe
agreements.* UDI concludes that the impacts on “developers, owners and consumers were never considered in
determining how the system will be enacted.”® UDI concedes that Creative Energy did consult, at a late hour,
two developers who would require early service. Further, UDI concedes that some amendments to the
agreement were made during the written and oral hearing process.’® UDI states, “the burdenis on the applicant
to establish thatit has engaged in sufficient consultation so that concerns held by stakeholder can be properly

791

identified and raised in the application, as required by the CPCN Guidelines.

CEC, as a representative of commercial ratepayerinterests, submits thatif Creative Energy had implemented its
own stakeholderengagement process, in accordance with the CPCN Guidelines, there may be a better
understanding of ratepayer concerns reflected in the applicant’s submissions. Regardless, CEC contends that the
Application transfers risk of uncertainty of the Project to future ratepayers. It also points out that the risk of
FAES and Fortis Utilities challenging the Franchise Agreementandits ancillary agreementsis abusinessrisk that
does notconserve the publicinterest.

BCOAPO supportstheideals behind the Project —to meetlow carbon targets quickly and to take advantage of
innovationsin alternative energy developments. BCOAPO cites the CoV’s consultations on the Neighbourhood
Energy Strategy as comprehensive. In particular, BCOAPO cited the CoV’s District Energy Options Dialogue® as
helpful in considering the publicinterestinterms of the DES. BCOAPO has submitted thateventhoughthe
District Energy Options Dialogue was not specificto this application, thereisrelevance inthe content of the
dialogue.’®> BCOAPO submits the following:

We submitthatthe Commission must assess the adequacy of the consultation andis not
entitledtosimply check abox that consultation was adequate based onthe mere fact that the
City held a consultation. ...[T]he Commission would not be assessing the City’s consultation for
the purpose of determining whetherthe City’s decision was validly taken...rather, the
Commission must assess whetherthe City’s consultation is adequateto satisfy Creative
[Energy]’s requirement for consultation in relation to the CPCN.**

8 FAES FinalArgument, p. 41.

8 |bid., pp. 41-42.

 UDI Final Argument, p. 13.

* Ibid.

% \bid,, p. 14.

1 bid,, p. 14.

°% Exhibit C1-6.

% BCOAPO Final Argument, p. 18.
** Ibid., p. 20.
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While FEl has said very little about the consultation process of the CoV, interms of how it may or may not
supportthe CPCN, FEI submits that the Application forthe Project —a DES —should be denied becauseiitis
predicated onan NEA that does not conserve the publicinterest.” FEI submits that “the Commission should
deny the CPCN if it concludes that the NEA should not be approved.”* Thisis based on the Creative Energy
submission that mandatory connections provideload security and economies of scale necessary to support the
DES.”’

4.1.4.3 First Nations consultation

Creative Energy submits thatthere are no First Nations issues or claims within NEFC.”® No other party identified
any First Nations concerns.

Commission determination

The Panel finds that public consultation for the Project is adequate, in the context of a CPCN application for a
DES project. The Panel acknowledges the submissions from interveners that Creative Energy has not conducted
itsown stakeholder engagement process. However we do not agree with FAES that Creative Energy cannotrely
on the consultation conducted by the CoV. While the Guidelines lay out consultation requirements forthe
applicant, they are guidelines only. Togranta CPCN the Commission Panel must be persuaded thatthe Projectis
inthe publicinterest. The purpose of consultationis to provide the Commission with sufficient evidence to
determine whether the Projectisinthe publicinterest. The goal is to provide evidencethatthe publicnecessity
and convenience requires the Project. In this context, the Panel relies on the consultation conducted by the CoV.

Accordingly, provided there has been adequate consultation regarding the Project, the Panel does not
necessarily require Creative Energy to have conducted that consultation itself.

As outlined below, the Panel is satisfied with the CoV’s stakeholder engage efforts regarding the Project as
distinct from engagement regarding the NEA, the Connection Agreement, or otherrelated agreements.

1. Identification of Stakeholders: The Panelis satisfied that the appropriate stakeholders impacted by
the Project have beenidentified. While FAES provides that the consultation process did notinclude
suppliers, the Panelfindsthat the developers’ interests are connected to suppliers and the public
interestdetermination can rely on the evidence of developers.

2. Stakeholder Engagementand Impact: While the Panel acknowledges all of the submissions
regardingthe consultation process conducted by the CoV, the Panel is particularly persuaded by the
District Energy Options Dialogue.” The CoV and its partners'® developed a hypothetical scenario
based on an archetypal neighbourhood.** Based on the concerns raised by stakeholders, the CoV
created a list of objectives and performance measures, which included cost, GHG emissions, health
(the impact of emissions on respiratory and cardiovascular health), regionalvisibility, upstream

% Fl Final Argument, p. 16.
% Ibid.
7 ExhibitB-1, p. 2.
%8 ExhibitB-1,p.57.
%% Exhibit C1-6.
100 BCHydro and the BCClean Air Research Fund; Ibid., p. 4.
101, .
Ibid., p.7.
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environment, local liveability, local economy and energy resilience.*® While not all of the objectives
are considerations forand relevant to the Commission, there are publicinterestissues that the
Panel finds relevant, including cost, GHG emissions and energy resilience.

3. Hearing Process: During the hearing process, evidence and final arguments from the CoV, other
interveners and the applicant, were putonthe record. This allowed the Panel to consider more fully,
the publicinterest. Included were responses to IRs from Creative Energy which described its
consultation with some developers and that construction has beguninthe NEFC.

Regarding First Nations consultation, the Panelfinds thatthere is no evidence of any impact on First Nations’
interests, so no consultationis required.

4.1.5 Projectcosts
4.1.5.1 Projectcapital costs

In the Application, Creative Energy explains that there are three major capital costs for the NES: the S2HW
converterstations, the hot water distribution pipe system (DPS) and the energy transfer stations. There are also
90 m of incremental steam line constructed from existing steam mains to each of the two S2HW converters.'® |

Tables 6 and 7, the capital cost estimates are provided in 2015 dollars and in nominal dollars.

n

2022
5B Steam- _
HW Station 908 ) i i ) J08
TA Steam- N
HW Station 206 ) i i ) 208
Steam .Llne 200 ) ) ) i 300
Extension
DPs 196 1,596 1,687 78 613 4,170
ETS 367 1,430 738 297 330 3,163
Total 2,570 3,026 2,425 375 943 9,345
Total
(nominal 2,627 3,169 2,678 431 1,127 10,031
S000s)

Table 6 - NES Capital Costs (real 2015 $000s, before taxes)

192 hid., pp. 7-9.
193 £ hibit B-1, p. 60.
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In Table 15, Creative Energy inflates the total capital costs to nominal dollars assuming an average annual
inflation rate of 2 percent. The nominal capital cost estimatesinclude provincial sales tax (PST) (for 70 percent of
capital costs) and Interest During Construction (IDC), reflecting an average expected lead-time forall assets.™®

Mominal Total

2,627 3,169 2,678 431 1,127 10,031
from Table 13 ° °
Development 413 ) ) ) ) 113
Costs
PST 184 222 187 30 79 702
Interest
During 102 107 91 15 38 353
Construction
Total 3,326 3,498 2,956 476 1,244 11,499

Table 7 - NES Capital Costs (nominal $000s)"%®

All costs estimates are considered Class 3with an accuracy of -15 percentto+30 percent. All itemsinclude 10
percent contingency, with some additional contingency included in DPS costs as noted below. Creative Energy
submitsthatits estimates meetthe AACE definition of Class 3 estimate because the estimates are:

1. Sufficientdetail forbudgetapproval.
2. Sufficientdetail (assembly level and semi-detailed unit costitems) forinitial cost control.

3. Basedon alevel of projectengineering progress of 10-40 percent, i.e. adetailed schematicdesign
that defines the main components, layouts, process flow organization (based on bestinformation
available at time of estimate), plus major equipment quantities with semi-detailed unit costs and
assembly level costs.'%

Creative Energy also submits:

Engineering for project definition and schematicdesign is approximately 15-20% of total
engineeringrequired. This matches standard practice for ACEC Class 3 requirements. Note, the
early schematicdesign phase is the highest value engineering phase and defines the project for
class estimating purposes. The rest of the engineering of the project (or project definition) isthe
necessary detail including specs and working drawings.®’

1% Evhibit B-1, p. 62.

195 Exhibit B-1, pp. 60-61.

1% EyhibitB-6,BCUCIR 1.7.2.
197 Exhibit B-6, BCUCIR 1.7.2.4.
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Creative Energy’s preliminary contracting strategy is to be based on managing risk. Creative Energy intends to
purchase the key equipment components viaatender process. Creative Energy submits this willallow it to
manage quality, schedule and save on contractor mark-ups. Creative Energy alsointends to break up the work
according to work type, i.e. mechanical contractors for ETSand steam to hot water converters, and specialist
contractors for buried district heating piping.*®®

Creative Energy explains the estimate was prepared starting with reference to previous studies and updated
based on a project definition of between 15-20 percent. It submits that the cost estimate accuracy range it
selectedisappropriate because the level of definition is estimated at 15-20 percent, and given the evolving
customerdesigns possibly affecting ETS costs and a large portion of the costs are related to buried piping with

. . 109
associated risks.

Creative Energy submits that the preparation effort it expended in developing the cost estimate was $149,000
($100,000 in technical analysis and cost estimation in studies overseen by the CoV and $49,000 ininternal and
external costs to update and refine the estimates). Creative Energy explains this represents approximately 1.6
percent of the uninflated capital costs of Energy Supply Phase lincluded in the Application.™*°

Distribution Piping System

Distribution Piping System (DPS) costs reflectatwo-pipe system (supply and return) and conservativerouting
assumptions. Creative Energy will endeavourto lower costs where possible by runninglines through parkades,
but thisapproachis dependent upon development phasing and developer consent. DPS costsinclude
reinstatementto as-is condition, and additional contingency (on DPS only) of 5 percent forunderground
installation.

Creative Energy submits that the lengths of the DPS were determined based on measurements of the proposed
layout of the network, and as the customer buildings are added, and the pipe sizes are based on capacity
required downstream and the design temperatures of the system."** Creative Energy explains that the cost
estimates are based on bonded pre-insulated pipe system with EN253 equivalency. However, wall thicknesses
are notassumed as they vary depending on nominal pipe sizes per manufacturer specifications.***

The material costs for the DPS are based on quotes for similar projects, as noted above. As thisis Creative
Energy’sfirst project based on a hot waterconcept, it does not have recent quotes or previous work for the
mechanical installation, civilinstallation and engineering estimates. Forthese items, Creative Energy has
discussed with otheroperators, suppliers, etc., including reviewing actual installed costs for SEF Cin addition to
in-house knowledge and experienceto develop the cost estimates.'"?

198 Eyhibit B-6, BCUCIR 1.7.2.1.

199 Exhibit B-6, BCUCIRs 1.7.3, 1.7.4.
10 Evhibit B-22, BCUCIR 2.2.1.

" Exhibit B-6, BCUCIRs 1.8.2, 1.8.3.
12 Evhibit B-6, BCUCIR 1.8.4.

13 Exhibit B-6, BCUCIR 1.8.7.
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The DPS per trench meter estimates used were similarto the estimates used in Corix Multi-Utility Services Inc.’s
Certificate of Public Convenience and Necessity for Phase 1 of the Neighbourhood District Energy System at the
University of British Columbia Neighbourhood District Energy System (Corix-UBC NDES) application."**

Creative Energy does notinclude contaminated soil treatmentin the cost estimate for DPS as it submitsithas
internally:

...installed over 14 km of buried infrastructure and onlyin rare cases has it come across soils
that need special disposal treatment. Nearby NEFC, [Creative Energy] has infrastructure that did
not have contaminated soils requiring special treatment. However, [Creative Energy] has
knowledge of the general history of thisareaanditsindustrial pastand based on discussions
with the City have allowed an extra contingency for this possibility.'*’

Creative Energy also confirms that the DPS has been reviewed for utility conflicts and none are expected.*****’

Creative Energy explains that 15 percent contingency isastandard in industry at an AACE Class 3 estimate level
for buried pipingin areas that have existing buried infrastructure and historical knowledge.**®

Creative Energy also submits thatthe potential risk related to extraordinary pumping (e.g. awaterline break) is
minimal. Itisassumed, based on Creative Energy’s history of putting district heating pipein the groundin

Vancouverover 45 years that this risk is manageable.'*

Energy Transfer Stations

Energy Transfer Stations (ETS) costs reflects two heat exchangers per building (one for space heatingand one for
domestichotwater). The location is assumed to be in basement level mechanical room within 10m of the
outside wall. Costsinclude controls and metering and are based on peak temperatures of 95° C supply/55°C
return. As with other modern hot water systems, NEFC will vary actual supply and return temperatures based on
ambient temperatures.

Creative Energy’s cost estimate per ETSin 2015 dollars forthe NEFC is $175,700 whichis slightly higherthanthe
cost estimate in 2014 dollars forthe Corix-UBC NDES of $110,400. Creative Energy submitsthatthe differenceis
primarily that the buildings served by the NEFCNES are largerthan in Wesbrook Phase 1 of the Corix-UBC
NDES.**°

1% Exhibit B-6, BCUCIR 1.8.5.

5 Exhibit B-6, BCUCIR 1.8.10.
18 Exhibit B-6, BCUCIR 1.8.11.
17 Exhibit B-22, BCUCIR 2.4.1.
18 Eyhibit B-6, BCUCIR 1.8.13.
19 Exhibit B-6, BCUCIR 1.8.14.
120 Exhibit B-6, BCUCIR 1.9.4.
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Steamto hot water converters

Creative Energy explains that the 10 percent contingency selected for the steam to hot water converterstations
isa “[rleasonableamount given the team’s collective experience and understanding of the project at the time of
the estimate.”"**

Creative Energy submits that the probability of suitable space not being provided is low as Creative Energy has
been coordinating with the developers and they have known of the requirements of connection to district
energy fromthe initial design phase. Creative Energy also submits that the consequence, if not enough space
were provided, would resultin extra costs to relocate the steam to hot water converters, which is considered
part of the contingency.'*”

Creative Energy justifies requiring two steam to hot water converters as opposed to one because of the
development profile of the NEFC, which duringinitial stages of build-out has two nodes on eitherside of BC
Place stadium.

Withtwo steamlines, i.e. energy sources and the network splitinto two roughly equal parts with afuture
connectingline (looped), this approach will provide high resiliency with prudentinvestment. Furthermore, this is
recommendedinthe Phase 2Study and is considered by Creative Energy to be the best solution going forward.
Installation of one station, although lowerin unit cost would reduce resiliency inthe system and would also
require Creative Energy toinvest “prematurely” inalongburied portion of the mains, with increased diameter,
up frontto serve justa smallamount of load at the opposite end of the system. More than two stations would
resultin more complexity and higherinvestment with little relative benefits.'*?

Commission determination
The Commission finds that the Project capital cost estimates are acceptable.
4.1.5.2 Capitalization of Project development costs

Creative Energy requests approvalto capitalize project development costs and to recoverthese costs from NEFC
ratepayers. In Creative Energy’s original Application, it projected total project development costsin the amount
of $413,000."** However, in response to BCUC IR 2.5.3, Creative Energy indicated that project development costs
are now forecast to total $935,209.'*

Creative Energy provided a breakdown of the $935,209 forecast project development costsin the following
table:

121 Evhibit B-6, BCUCIR 1.10.5.
122 Eyhibit B-6, BCUCIR 1.10.6.
123 Exhibit B-6, BCUCIR 1.10.10.
124 Exhibit B-1, Table 14, p. 62.
125 Exhibit B-22, BCUCIR 2.5.3.
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Pre-CPCN-Internal
Regulatory

Negotiation, Communications
and Opportunity
Development

Engineering
Pre-CPCN-External
Engineering

Legal

Negotiation,communication
support,strategic planning

Regulatory / financial support

2013

2014

2015 (March

31)

2015 (April 1-
July 28)

2015-2016
(projected)

$41,536

$135,122

$50,000

514,464

$24,129

$25,537

$13,260

$22,030

$10,492

514,513

$79,386

$34,545

$40,000

$7,490

520,422

$6,434

S -

S -

$12,645

$51,200

$27,650

$56,017

$50,000

Post-CPCN-Internal (Rate
Application)

Regulatory - - 580,000

Negotiation, Communications -
Post-CPCN-External
(Rate Application)

Legal - - 550,000

Negotiation and
communication support

1
U Ly L L L | U
1

- $50,000
$111,623 $202,886 $280,565  $320,000

Regulatory / financial support -
$20,135

Total

Table 8- Actual and Forecast Project Development Costs'*°

Creative Energy submits that costs related to the regulatory process have “more than doubled” due to the
following:

[Tlhe increased level of intervention than previouslyexpected, primarily due to the regulatory
process associated with the preparation of responses for the two rounds of IRs, preparation for
the Oral Hearing, plus the expectation that the rate application process willbe more rigorous
than previously anticipated."”’

The impact to the levelized rate from the increased project development costsisanincrease of $1 per MWh (an
increase of $95 per MWh to $96 per MWh).'*®

Creative Energy submitsthatitis “seeking approval of the principles for assigning project development costs as

part of this Application and will seek final approval for project development costs related to NEFCwith a
7129

combined core and NEFC RRA application (including NEFC rate design)to be filed in December 2015.

126 1 hid.
27 1 bid.
128 | hid.
129 .
Exhibit B-22, BCUCIR 2.6.3.
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The $935,209 forecast project development costs are comprised of costs solely incurred by Creative Energy and
do notinclude any project development costsincurred by the CoV. However, Creative Energy notes that there
are provisionsinthe NEA forthe CoV to undertake “concurrent activities to advance otheralternativesin order
to meettarget datesfor Energy Supply Phase 2” and that the CoV may request Creative Energy toseek recovery
of these costsin future rates, subjectto Commission approval. Creative Energy submits, however, that “no such
costs areincludedinthe current Application” and that it “sees noneed to speculate about activities or costs that
have not yet occurred, and that would be subjecttoreview by the Commissioninafuture Applicationifand

when the need arises.”**°

No interveners commented on the appropriateness of Creative Energy’s proposed treatment for project
development costs.

Commission determination

The Panel approves in principle the capitalization of project development costs incurred by Creative Energy
for direct recovery from NEFC ratepayers. The Panel makes no determination at this time on the appropriate
recovery period or on the amount of project development costs to be recovered from NEFCratepayers as
these costs are not yet known with a sufficient degree of certainty. Creative Energy must file for final approval
of project development costs as part of a future rate application.

4.1.6 Projectrisks

Creative Energy submits that four key uncertainties with respectto Energy Supply Phase 1 (the full network with
conventional energy supply) are annual energy consumption, natural gas prices, final capital costs and actual
timing of full build out.

Annual energy consumption has one of the largestimpacts on the levelized rate calculations. However, Creative
Energy statesthat it is confidentinthe currentenergy consumption estimates based on historical experience
and comparators with otherrecent projects such as SEFC.

In Creative Energy’s view, the risks for Energy Supply Phase 1are minimal and potential impacts remain within
tolerable bounds.™!

130 Exhibit B-6, BCUCIR 1.11.6.
31 Exhibit B-1, p. 104.



36

% Difference

Levelized

from Base
Rate Case
Base Case Levelized Rate 591 -
Assumes no impacton
Annual Energy +20% S85 -7% ; P
peak or capital
Assumes no impact on
Annual Energy -20% 5100 +10% mp
peak or capital
Reflects possible changes
Gas Prices +20% S96 +5% in gas commodity costs
only, including carbon
taxes
Reflects possible changes
Gas Prices -10% $89 2% In gas commodity costs
only, including carbon
taxes
Capital Costs +10% 553 +2%
Capital Costs -10% 589 -2%
Buildout Delayed Until 2029 554 +3%

Table 9- Impact on levelized rate of energy supply cost variances"**

In response to Commission IRs, Creative Energy provided examples of how itis managingrisk. Forexample, it
explainedits contracting strategy is based on managing risk and goes on to detail its expected contracting

strategies for each stage of the projectand how it plans to assess, allocate and manage risk. ***

Creative Energy also discussed specificrisks and how itis mitigating for those risks. Forexample, the risk of
suitable space not being provided, the risk of contaminated soiltreatment, the potential risk in costs related to
pumping water from trenches and the associated delays in construction, and the risk of utility conflicts. *** 3> 3¢
37 Creative Energy explained that the “risk” includes both probability of this happening and consequence. For
the risk of suitable space not being provided, Creative Energy submitted that the probabilityislow as they have
been coordinating with the developers and they have known of the requirements of connection to district
energy fromthe initial design phase. The consequence, Creative Energy submitted, would resultin extra costs to
relocate. Assuch, Creative Energy allocates contingency to address this risk. Creative Energy also explains why
the risk of not finding suitable space forthe steam to hot water convertersis notapplicable as providing space is
a condition of rezoning for the buildings which are expected to house this equipment.**®

In relation tothe risk of soil contamination, Creative Energy submits it discussed soil conditionsinternally and
with the CoV Engineering Departmentto better understand likely soil conditions and what level of risk this
would potentiallyimpose. Creative Energy submits it hasinstalled over 14 km of buried infrastructure and only
inrare cases hasit come across soils that need special disposaltreatment. Creative Energy explains near NEFCit

132 Exhibit B-1, Table 30, p. 105.

133 Exhibit B-6, BCUCIR 1.7.2.

134 Exhibit B-6, BCUCIR 1.10.6.

135 Exhibit B-6, BCUCIR 1.8.10.

138 Exhibit B-6, BCUCIR 1.8.1.4.

137 Exhibit B-22, BCUCIRs 2.4.1,2.4.2.
38 Exhibit B-22, BCUCIR 2.8.6.
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has infrastructure that did not have contaminated soils requiring special treatment. However, Creative Energy
has knowledge of the general history of thisareaand itsindustrial pastand based on discussions with the City
have allowed an extra contingency for this possibility.

In regards to risk of excess water pumping, Creative Energy explained that the potentialriskisin costs related to
pumping waterfrom the trench and associated delays in construction. Creative Energy submitted that based on
its history of putting district heating pipe inthe groundin Vancouver forover45 years, that this riskiis
manageable.

In regards to utility conflicts, Creative Energy explained it had reviewed the proposed steam line extensions pipe
routing and, based on all available base maps and coordination with the City and other stakeholders, Creative
Energy does not anticipate utility conflicts. However, Creative Energy willmonitorand liaise with relevant
developers who have excavation work ongoinginthe relevantareas. Forthe hot waterdistribution network,
Creative Energy submitsitis coordinating with the City and other stakeholders to establish line assignment that
minimizes conflicts. Creative Energy also explains, if required at the construction phase, it will do spot exposures
at higherrisklocations to confirm and has provided a5 percent extra contingency on the piping estimate to
account forthese potential risks."*

Creative Energy also explaineditallocates 10percentand 15 percent contingenciesforthe various components
that make up the capital costs'*° and explains thatit chose a cost estimate accuracy range of -15 percent to +30
percentbased onits level of project definition of 15 to 20 percent, the evolving customer designs possibly
affecting ETS costs, and that fact that a large portion of the costs are related to buried piping with associated
risks.**!

Creative Energy also provided sensitivity analyses for ETS, DPS and steam to hot water converter capital costs, ***
and on the functionalization of the core utility’s costs and how this affects the proposed NES meter cost

'3 Creative Energy provided even more sensitivityanalyses assuming the largest potential

allocation.
load/building does not connect, assuming gas commodity rates increase by 50 percent, assuming capital costs

come in 30 percent higherthan estimates and assuming 15 percent lower than estimates.***

Intervenerarguments

In itsfinal argument, FAES submits:

The two-page risk analysis provided by Creative Energy is plainly inadequate, and does not meet
the requirements of the 2015 CPCN Guidelines. Most glaringly, Creative [Energy] fails evento
mention, letalone to evaluate, the single biggest risk associated with the NES —the risk
associated with the complete lack of information regarding the Energy Supply Phase 2
technology, on whichthe business case forthe NES and the entire Projectis completely
dependent.

139 Exhibit B-22, BCUCIRs 2.4.1, 2.4.2.

%0 Exhibit B-6, BCUCIRs 1.8.13, 1.10.5.

1 Exhibit B-6, BCUCIR 1.7.4.

2 Exhibit B-6, BCUCIRs 1.8.2.1,1.9.3,1.10.1.
3 Exhibit B-6, BCUCIRs 2.11.7, 2.11.8.

%% Exhibit B-6, BCUCIRs 1.29.1,1.29.2, 1.29.3.
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Even assumingthat Creative [Energy] hasidentified ‘all significant risks’ to successful completion
of the Project, Creative [Energy] has failed to analyze the risk probability or evaluate the risks on
a matrix as required. Creative [Energy] has also failed to provide any discussion of risk mitigation
or mitigation costs, optinginstead forthe soporificstatement that ‘the risks for Energy Supply
Phase 1 are minimal and potential impacts remain within tolerable bounds.” FAES submits that
thisriskassessmentisinadequate, and thus that Creative Energy has failed to properly address
the 2015 CPCN Guidelines.™*

BCOAPO “accepts the Risk Analysisfor Energy Supply Phase 1providedinthe pre-filed evidence and notes that
therisks appearto be generally smallforlevelized rates, the exception being the risk that load is 20% below that
assumed. BCOAPO’s view is that, based upon the evidence, the Phase 1 ratepayer risks are small.”**°

Commission determination

The Panel finds that Creative Energy’s risk analysis is adequate to enable full consideration of this matter. The
Panel disregards FEI's comments about the lack of information about Phase 2 given that Phase 2 is not within
the scope of this decision.

4.1.7 Mandatory connection

Creative Energy hasindicated that the success of the Project relies on mandatory connection, in order to achieve
a critical mass of customers to secure loads.'*’ Creative Energy is clear that, for the purposes of this Project, it
receives its authority for mandatory connection from the CoV’s policies and bylaws.**® Creative Energy submits

that itis not applying for mandatory connection approval by the Commission.**

Interveners have raised concerns thatapproving the CPCN is unique forthe province of BC, in that approving
this CPCN will, in effect, directly orindirectly, allow Creative Energy to take advantage of the CoV’s mandatory
connection bylaws."*°

Commission determination

The Commission finds that the CPCN is in the public interest, forthe reasons as outlined below.

The bulk of resistance to this Projectis respectingthe franchiseagreement and not the projectitself. This
projectisa DES, whichis consistent with various DES projects previously approved by the Commission. While the
Panel acknowledges that this Projectis not supported by all of the publicor all of the interveners, the Panel is
persuaded, on abalance of probabilities thatthis projectisinthe publicinterest because itaddresses an
immediate need fora DES for NEFC.

While the Commission has general authority to determine mandatory connectionissues as they relate to the
publicinterest component of CPCN applications and related franchise agreements, the Panel finds that this

145 EAES Final Argument, p. 43, paras. 135-137.

14 BCOAPO Final Argument, pp. 20-21, para. 89.

17 ExhibitB-1,p. 2.

148 Ibid.; Creative Energy Final Argument, p. 69.

149 Creative Energy Reply Argument, p. 45.

130 FAES Final Argument, pp. 24-25; CEC Final Argument, p. 39.
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Application does not require the Panel to approve a mandatory connection requirement for this Project. The
applicanthas not indicated inits CPCN application or the draft order, that the Commission must approve the
mandatory connection requirement. Further, the NEA does not provide for mandatory connection. The
applicantwill notderive its authorityto invoke mandatory connection from the Commission, butrather,
mandatory connection stems from the CoV’s policies and bylaws. Therefore, the Panel makes no determination
on the issue of mandatory connectioninthis Application.

The Panelisfully aware that the granting of a CPCN for this Projectin a situation where the CoV imposes
mandatory connection requirements onits developers has the effect of establishinga monopoly in the franchise
area. However, the Panel exercises its discretion to approve a CPCN for this project because it finds the Project
to bein the publicinterest, in large part because of the demonstrated need forthe project, which has arisen
because the CoV has determined aneedfora DES, the Projectis supported by CEA policy by supporting
electricity conservation, and there are several developers ready, willing, and able to move forward with their
developments. Inthe Panel’sview, the factthat the zoning has been subjectto a publicprocess and that
developmentis proceedingin accordance to those zoning requirements is sufficient prima facia evidence to
supporta conclusion of the Projectjustification.

In summary, the Commission grants a CPCN to Creative Energy for the Projectas outlinedinthe Application,
subjectto the exclusion of the Chinatown area from the extension policy as set out in the nextsection. The
Panel has considered all of the evidence and all of the submissions, and determines that the granting of this
CPCN for a DES Projectisin the publicinterest, for the following reasons:

e While many project alternatives were discussed, the Panelonly considered those projects that
provide areasonable DES configuration alternative. Inthat regard, the Panel agrees that a hot water
DES is preferableto steam.

e Several developersare waitingtoreceiveserviceand constitute 40 percent of the Project, interms
of forecasted load.

e While Creative Energy conducted very little consultation on the Project, the Panel finds that the
evidence for consultationisadequate. Creative Energy responded to a request by the CoV to provide
a DES inNEFC andin doingsorelied uponthe CoV to have conducted its own consultation. There is
no persuasive evidence thatthe consultation conducted by the CoV inregard to the DES - as
opposedtothe NEA -is not adequate. There is no persuasive evidence that the NEFCzoning
requirements, which dictate mandatory connection to a DES, were not properly enacted.

In addition:

e The Panel approvesthe Project costs and the capitalization of the Project development costs,
subjecttothe limitations and directives provided in this section.

e ThePanelissatisfiedthat there appears to be minimal risk respecting Phase 1 of the Project.

e The Panel makes no determination on mandatory connection, noting the impact of the CoV’s
mandatory connection policies and bylaws. Notwithstanding, the Panel finds, on abalance of
probability, and in consideration of the various and competing publicinterestissues,the Panel
grants the CPCN as applied for with the limitations described herein.
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4.2 Neighbourhood Energy Agreement between Creative Energy and the City of Vancouver

For the reasons outlined below, the Panel denies approval of the NEA. In particular, the Panel does not
approve the Carbon Reduction Rider, the Benchmark Rate and the Cost Premium Cap. In addition, while there is
no specificclause inthe NEA that provides for mandatory connection, the wording of the agreement suggests
that the Commissionisapprovingthe NEBylaw.

4.2.1 CarbonReductionRider

151 .
and associated Carbon

Creative Energy requests approvalto establish a Carbon Reduction Rider (CRR)
Reduction Fund and to accrue interest onthe Carbon Reduction Fund based on Creative Energy’s Weighted
Average Cost of Debt (WACD). The Carbon Reduction Fundisincluded asarequirementin Article 10 of the NEA,

which statesthat Creative Energy:

will forthe duration of Phase 1, subjectto the approval of the BCUC, collectas part of the
Franchise Area utility rates an amount of at least $25 / tonne (escalated at CPl commencing
2014) forall GHG emissions fromthe Franchise Area NES in excess of the agreed Carbon
Intensity Cap forthe Franchise Area.**?

The Carbon Intensity Capis definedinthe NEA as a carbon intensity level equalto 0.07 tonnes of carbon dioxide
(or equivalent) per megawatt hour of sales.™*

Creative Energy further submits that the CRRis a “key condition” of the NEA required by the CoV and “City
policy in granting the franchise agreement should receive significant weight in approval under Section 45(7) [of
the UCA].”***

During Phase 1, Creative Energy will collect the CRR funds from ratepayers and hold these funds “in trust” until
Phase 2. The expected use of the fundsis to offset the costs of implementing either the larger “Fuel Switch” (as
describedinthe NEA) ora “Franchise Area Low-Carbon Solution” by applying the cumulative balance in the
Carbon Reduction Fund as a Contribution In Aid of Construction (CIAC) towards the capital cost of Phase 2.
However, as outlinedinthe NEA, the CoV could require Creative Energy to use the Carbon Reduction Funds for
other purposesrelated to carbon emissions reductionif the planned Phase 2solutionis delayed significantly or
indefinitely. Creative Energy forecasts an accumulated balance inthe Carbon Reduction Fund atthe end of 2020
(i.e.the anticipated transition to Phase 2) of $440,000.">

As noted by Creative Energy, “carbon regulationisarelatively new area” and while there are “certainly
examples of levies collected by utilities on behalf of governments to support policy objectives” (such as the
Carbon Tax and the Innovative Clean Energy Fund levy), “[t]hese funds are transferred to the Province which

Blrh roughout the evidence in this proceeding, the terms Carbon Reduction Rider and Carbon Emissions Rider are used interchangea bly

byvarious parties. Forthe purposes ofthis Decision, the Panel uses the term Carbon Reduction Rider (CRR).
132 Evhibit B-1, Schedule 2, p. 22.

153 Exhibit B-1, Schedule 2, Schedule A, p. 1.

% bid., p.78.

135 Exhibit B-24, FAES IR 2.9.1.
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accumulates them and funds future programs.” Creative Energy submits, “[i]n thatsense itis pre-collection but
operates more like tax.”**°

The closest example to Creative Energy’s requested CRRis the Carbon Emissions Rider, which was included as
part of the approvals sought by Corix inits Application fora Certificate of Public Convenience and Necessity for
Phase 1 of the Neighbourhood District Energy Syste m at the University of British Columbia (UBC NDES CPCN).
Pursuantto OrderC-11-14A issued on December 12, 2014, the Commission denied approval of the Carbon
Emissions Rider.

In the Application, Creative Energy submits thatitsigned the NEA with the CoV priorto the Corix UBC NDES
CPCN Decisionand the parties have “reviewed the UBC Decision and have elected to request approval of the
proposed Carbon Reduction Riderforthe NES on the basis of additional arguments and facts unique to the
NES.”**” As support for the CRR, Creative Energy addresses the following four questions/issues raised by the
Commissioninthe Corix UBCNDES CPCN Decision:

1. Does collecting amounts in rates now, to finance a construction of a subsequent phase giverise to
issues of intergenerational equity?

Creative Energy draws a distinction between intergenerational equity issues arising from generational
changesin customercomposition, and intergenerational equity issues arising from a change in access to
service. In Creative Energy’s view, only the first type of intergenerational equity issueis relevant to the
NEFC NESwhereasinthe case of the UBC NDES, both types of issues were applicable. Creative Energy
submitsthatunlike the UBCNDES, the NEFC NES does not have a “Phase 1 geographical area”and a
“Phase 2 geographical area.” Creative Energy argues that the service to Chinatown is “not equivalent to
the UBC geographical area phases because all new customers in Chinatown must connectimmediately
to the system, subject to the requirements of the NES System Extension Testin which they would not
later benefitfromthe Carbon Reduction Rider.” Accordingly, the fairnessissueraised by the Commission
inthe UBC NDES Decisionrelated to “access toservice” intergenerational inequity is not applicable to
the NEFC NES. **°

2. Isitreasonabletorecover in rates amounts to offset potential costs of a phase around which
uncertainty exists?

Creative Energy “rejects the framing of the Carbon Reduction Riderasa meansto offset the costs of

Energy Supply Phase 2” and argues that the CRR is “first and foremost a means of ensuring early

connectors understand the NES performance requirements and contribute to those performance

requirements.”*>’

3. Isitfairto levy the CER [Carbon Emissions Rider] on early connectors to the NDES?

Thereisa directbenefittocustomersin Phase 1 because even with the inclusion of the CRR energy
costs are the same or lowerthan any of the alternatives for providing low carbon energy for early
connectors or undera “business as usual” scenario. Creative Energy also submits that “early connections

1% Exhibit B-6, BCUCIR 1.20.7.

7 ExhibitB-1, p. 77.

158 Creative EnergyFinal Argument, pp. 24-25.
% Exhibit B-1, p. 79.
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should notreceive an additional windfall (very low costs) by virtue of a phasing strategy thatin fact is
intended to benefit them by allowing flexibility in the implementation of low carbon.”**°

4. Is it fair to levy an emission rider on emissions generated by carbon, which has already been taxed by
the provincialgovernment?
Creative Energy views the similarities between the CRR and the provincial government’s Carbon Tax as
“superficial” and states that the proceeds of the CRR are not submitted tothe provincial government
but are instead heldin trust by the utility. Creative Energy further submits that the CRRis nota tax
because the revenues are retained forthe benefit of customers and that the CRR is comparable tothe
offsetrequirements for publicservice organizations, except thatthe CRR funds are accumulated and
appliedtothe low carbon solution forthe Franchise Arearatherthan usedto purchase third party
offsetsimmediately.'®*

Intervenerarguments

BCOAPO arguesthat rejection of the CRRwill provide a “double benefit” to ratepayers during Phase 1as these
ratepayers will be payingalower cost forfuel through consumption of natural gas and will also be pushingthe
effects of carbon emissions onto future generations of ratepayers. BCOAPO also argues thatitis likely that most
ratepayers who are charged the CRR in Phase 1 will receive the benefit of those fundsin Phase 2due to the

anticipated shorttime period between Phase 1and Phase 2.*%

The CoV arguesthat rejection of the CRRwould “increase the potential for rate shock associated with the
transitionfrom Phase 1 to Phase 2, increase the financing costs paid by customers for Phase 2, and potentially
delay the NESin its meeting of CoV GHG reduction policy objectives.”***

CEC submitsthatthe CRR “isnot in keeping with the cost of service principle of rate-setting, in thatitis not
being chargedto reflect eitherthe present cost of service orthe future cost of service, butisinstead being
collected to offset the utility’s costin possibly developing future infrastructure which is neitherapproved nor
identified.” With respecttothe issue of rate smoothing, CEC argues that thisissue can be addressed atthe time
of Creative Energy’s application forthe implementation of Phase 2. CEC also argues that the CRR is unfair
because itassigns an additional cost to ratepayers within the NES for carbon emissions, which ratepayers
outside the NES using similar services do not have to pay.'®*

UDI refutes Creative Energy’s statement that the CRR “is not a tax, in part, becauseitisnot beinglevied by a
governmentauthority.” UDI argues that this statement “ignores the fact that the Carbon Reduction Riderisan
essential element of the NEA between Creative Energy and the City” and that “it is clear that the City islevying
the Carbon Reduction Rider, and is simply requiring Creative [Energy] to administerit underthe terms of the
NEA.”*®°

180 Exhibit B-1, p. 80.

81 ExhibitB-1, p. 81.

162 BCOAPO Final Argument, pp. 10-11.
163 CoV Final Argument, p. 21.

164 CEC Final Argument, pp. 42-43.

% upl Final Argument, p. 10.
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UDI furtherarguesthat “[b]y including the Carbon Reduction Rideras an essential terminthe NEA, the Cityis
attemptingto do indirectly whatit cannot do directly: impose a municipal carbon tax. Yet, this tax will be
imposed on some developers and end-users and not others simply as a result of geography.”**®

FEl notesinitsfinal argumentthatthe NEA “contemplates the potential forthe [CRR] funds not beingreturned
to Creative Energy ratepayers atall” and that there is the possibility that the CoV could use the fundsasa
financial contribution to other CoV low carbon projects or to purchase carbon offsets. FEl argues: “This feature
reinforces the CRR’s appearance as a municipal tax or levy ratherthan a rate construct...”*®’

FEI submits that Creative Energy’s descriptioninits final argument, which states that the CoV requires the
establishment of the CRR to facilitate the transition to low carbon energy through investments made in Phase 1
“very much sounds like a pre-collection of funds.”**® FEI further submits that the “availability of rate mechanisms
like deferral accounts also makes the CRR unnecessary to manage rate shock.”**’

FAES makes no specificsubmissions on the CRR otherthan stating that the NEA initsentirety should be
denied.'”

Creative Energy reply

Creative Energy argues that customersin Phase 1 are the same or better off with the inclusion of the CRRwhen
compared to the alternativestothe CRR (offsets orimmediate performance requirements) because the funds
collectedviathe CRRwill be retained foruseinalow carbon projectto serve the end users ratherthan paying
for external offsetsimmediately. Additionally, inthe longrun, all customersinthe NEFCare better off with the
proposed phasing-in of low carbon energy supply becauseitreduces costs and risks.

In response to UDI’s concerns with the possibility of the funds not beingreturned to ratepayers, Creative Energy
submits thatthe Carbon Reduction Fund will be a “regulated account under the full authority of the Commission
and balancesin the account will only be used as directed by the Commission.”*”*

Creative Energy further submits that whilethere may be other mechanisms to fund Phase 2and to smooth
rates, these are not the “primary benefits” of the CRR, which are to share the benefitsamongPhase 1and Phase
2 ratepayers of the phased-in approach toimplementing low carbon energy. Creative Energy also points out that
alternative rate smoothing mechanisms would resultin additional financing costs for customersin Phase 2.

With regard to interveners’ submissions thatthe CRRis akinto a tax, Creative Energy argues thatthe “riderin no
way meetsthe definition of atax” forthe followingtwo reasons: (i) the CoV has nodirect access to the CRR

% Ibid., p. 11.
167 .
FEI Final Argument, p. 80.
188 bid., p.81.
%% bid., p. 82.
170 FAES FinalArgument, p. 5.
1 Creative EnergyReply Argument, p. 23.
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funds; and (ii) the CRR is only applied to the difference between the Performance Requirements and actual
emissions, not to gross emissions, whereas a carbon tax is applied on total emissions. '’

Commission determination

The Panel denies the creation of the Carbon Reduction Rider and associated Carbon Reduction Fund. While
the Panel acknowledges there are certain differences between the proposed Carbon Reduction Riderand the
previously denied Carbon Emissions Rider proposed by Corixinthe UBC NDES CPCN Application, the similarities
are significant. In both cases, the amount collected from pioneer ratepayers will be accumulated for future use.
Under those circumstances, such ariderwould be inconsistent with ‘Cost of Service’ rate design principles.
Accordingly, the Panel finds any differences to be insufficient to warrant approval of the CRR.

The Panel shares the concerns raised by interveners, particularly with regards to the uncertainty as to the
purpose of the future deployment of the CRR and the appearance of the CRR acting as an additional form of
taxation.

In addition, the factthat the Phase 2 is not within the scope of this application and that Phase 2 Energy Supplyis
yetto be determined creates sufficient uncertainty inthe Panel’s view to raise concerns over the
reasonableness of collectingthe CRRfrominitial NEFC ratepayers to be held “in trust” by Creative Energy,
particularly giventhe wordinginthe NEA which contemplates these funds could be used for otherlow carbon
projects unrelatedtothe NEFC.

The Panel also agrees with FEl and CEC that there are otherrate mechanisms available to deal with rate shock, if
thisissue arises when transitioning to Phase 2 and that the appropriate time to addressissues of rate shock is
duringthe review of a Phase 2 application.

4.2.2 Mandatory connection

Creative Energy contends that mandatory connectionis anecessary consideration forits commitment to
construct a new hot water distribution network and to pursue long-term carbon reductions forthe NEFC, as well
as support a DES sustainably overthe longterm.'”> With that goal, Creative Energy notes that the CoV will
mandate connection by developersin the NEFC by implementing a Connection Bylaw"’* or through re-zoning
requirements. The NEA is subject to Commission approval of boththe NEA and the CPCN; it is also subjectto
enactment of the Service Area Bylaw by the CoV council.'”

It should be noted that while Creative Energy maintains that the Panelis notinvited to rule on mandatory
connection,'’® mandatory connection is afundamental aspect of the CoV strategy for this Project, thus impacting
the CPCN and the Franchise Agreement and the Connection Agreement. In addition, the CoV has notyet
enacted the Connection Bylaw. A report from the General Manager of Engineering Services of the CoV tothe

172 Creative Energy Reply Argument, pp. 21-25.
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176 Creative Energy Final Argument, p. 14, para. 54.
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CoV council suggeststhatthe Connection Bylaw would not be brought forward to Council forenactment until
the NEA is approved by the Commission."”’

In this context, this section will considerthe evidence and arguments of the applicantandinterveners.
4.2.2.1 BCUC jurisdiction respecting mandatory connection

Creative Energy submits that mandatory connection issues and the exclusivity requirementintrinsicto the NEA
are withinthe inherentjurisdiction of the CoV and not within the jurisdiction of the Commission. Creative
Energy suggeststhatthe Commission has no authority to grant mandatory connections. The CoV has made
similarsubmissions.*’®

On the otherhand, FEl and FAES submitthat a mandatory connectionis beyond the jurisdiction of the CoV and
isthe exclusive jurisdiction of the Commission.*””

UDI providesthatit is particularly concerned with the impacts of the mandatory connections sought by Creative
Energy, and UDI argues that Creative Energy is essentially applying for monopoly rights.**° UDI adopts all of FEI-
FAES joint final submissions on law."®!

CEC submits thatthe Panel should approach this question in terms of whether mandatory connection conserves

2 FEl and FAES approach the question in the same way: that the Panel must determinethe

the publicinterest.
impact of the application, in the context of the mandatory connection bylaws and policies of the CoV, as the

Panel deliberates on the publicinterest component of this application. **

BCOAPO argues that the Commission does not have jurisdiction to determine the validity of bylaws relating to
mandatory connection and cites section 524 of the Vancouver Charter. However, BCOAPO does not discuss the
jurisdiction of the Commission to consider the use of such a clause inthe NEA, and whetherit maybein the
publicinterest.'®

FEI points outthat the CoV intends toimplement mandatory connection regardless of the Commission’s
determination on the NEA:itindicatesthat “the bylaw would likely be brought forward by staff to Council for
enactment regardless of whether or not the BCUC approves the exclusivity provision” inthe NEA."®* It has also
alludedtozoningrequirements being used to accomplish the same purpose, such thata CoV witness
characterized the debate overthe NEA as a “moot point.”*®®

7 Exhibit B-2, p. 1.

78 cov Final Argument, p. 18.

179 FAES Final Argument, p. 6; FEI-FAES Joint Final Submission on Law, para. 60.27.
¥ upi Final Argument, para. 5.

81 UDI Final Argument, p. 11.

182 CECFinal Argument, p. 34.

183 FEI Final Argument; FAES Final Argument.

184 BCOAPO Final Argument, para. 17.

185 FEI Final Argument, p. 5.
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FEI and FAES suggest that the Commission oughtto consider whetherthe Applicationis premised onthe CoV
exceedingits statutory jurisdiction.*®” FEl and FAES are concerned with the fact that Creative Energy is asking the
Panel to effectively rubber-stamp the CoV’s policies.'** FEl and FAES argue that the UCA wording undersection
45(8) providesaprohibitionto approve afranchise agreementunless “itis necessary forthe publicconvenience

7189

and properly conservesthe publicinterest.””" Further, they suggest that the Commission’s publicinterest

mandate ought not to be constrained by a competing publicinterest determination by another authority.**°

Creative Energy argues thatthe Commission must presume the CoV’s authority to pass the mandatory
connection bylaw is lawful.*** FEl and FAES disagree, and contend that the Commission must consider whether
the CoV has such jurisdiction, in the context of the BCUC mandate. 192

4.2.2.2 Mandatory connection provisions as part of the Application

In terms of the directives sought by the applicant, the order does not specifically requestthe Paneltofindin
favour of mandatory connection. Noris mandatory connection an explicit provisioninthe NEA or the
Connection Agreement.

Creative Energy suggests that since the CoV has the authority to establish mandatory connection, itwould be
inconsistent with the legislative scheme for the Commission to turn down the NEA for reasons related to the
mandatory connection.

4.2.2.3 Mandatory connection provisionsin previous BCUC decisions

While Creative Energy argues that the Commission has no jurisdiction to consider mandatory connection, it
submits that mandatory connection provisions have been embodied in other franchise agreements approved by
the Commission in prior cases citing the Corix UBC NDES CPCN Decision and stating that those provisions are
substantially the same asinthe Creative Energy NEA. In the Corix-UBC NDES case, the franchise agreement
between Corix and UBC provided a mandatory connection fordevelopers, including developers of low-rise
buildings.

FAES submits that the Corix UBC NDES CPCN application should be distinguished from the Creative Energy
Application, inthat UBCwas a “master developer.”**® FAES suggests that as UBC is the owner of all of the lands
subjecttothe franchise agreement, and was also the author of the mandatory connection provision, there was a
level of consentthatisto be distinguished from a case like the CoV requiring mandatory connection where
landowners do not have control overthe implementation of a mandatory connection, had no notice and were
not consulted respecting the new requirement. FAES submits that a master plan development oughtto be

187 EE|-FAES Joint Final Submission on Law, p. 2.
188 .
Ibid., p.8.
189 Utilities Commission Act, RSBC 1996, c. 473, s. 45(8).
190 £E|_FAES Joint Final Submission on Law, p. 9.
191 Creative Energy Final Argument, p. 55, para. 205.
192 FEI-FAES Joint FinalSubmissionon Law, p. 11.
193 Oral Hearing Transcript Volume 3, p. 585.
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distinguished because a master developertakesthe risk that the decision toimpose mandatory connection may
not be supported by the market.***

4.2.2.4 The NEA, Mandatory connection and the CoV’s reliance onthe Vancouver
Charter

Section 2.2 of the NEA providesthat the franchise is being granted “[p]ursuant to section 153A of the [City of
Vancouver] Charter, tothe extentthatitis legally permitted and capable of doing so but not otherwise...” The
City of Vancouver Charter states:

The Council may, by agreement, grantto any person a franchise fora term not exceeding thirty
years for the supply of telegraph, steam-heat, or hot water service and may in such agreement
prescribe how and where mains, pipes, conduits, poles, and wires shall be installed and, without
restricting the generality of the foregoing, may prescribe the otherterms, conditions, and
restrictions, including payments to the city, forand in connection with such franchise.*®

FEI-FAES, supported by UDI and CEC, submitthat “Section 153A does not authorize the type of franchise -i.e.,
exclusivity overend uses - contemplated by the NEA. The Commission should not approve afranchise
agreementas conserving the publicinterest when that franchise is premised on a misapplication of the [CoV]’s

7196

authoritytoenterintothe agreement fromthe outset.”””” Intheirview, “Creative Energy and the [CoV] are

extendingthe application of section 153A well beyond what can reasonably be supported by applicable

fundamental principles of statutory interpretation and contract law.”*’

4.2.2.5 Consultation, the NEA and mandatory connection

The CPCN Guidelines provide thatan applicant ought to consult with “the publicwho may be directly impacted

7198

by the project.

Creative Energy’s evidence was that they did not consult landowners or developers respecting theirapplication.
They argue that “In this case, it was unnecessary for Creative [Energy] to engage in public consultation given the
comprehensive nature of the publicconsultation conducted by the CoV, which hasled the land use planning
processes and all related consultation forthe area governed by the NEA. Nevertheless, Creative [Energy] did

consult with customers.”*’

The CoV provided evidence that they have conducted consultation,**® but not with respect to the cost of
mandatory connection, and the impact on project costs and rates.

During negotiation of the NEA, Creative Energy started communicating with developers,*®* primarily related to
specificdevelopment projects. Furthermore, Creative Energy has been reviewing the projects with Concord

194 Oral Hearing, Transcript Volume 3, p. 585; Exhibit C4-8, p. 27.

195 Cityof Vancouver Charter, s. 153A [Emphasis added].

1% EEI-FAES FinalJoint Submission on Law, para. 51.

7 bid., para. 53.

198 2015 CPCN Guidelines, dated February 2015, Project Description, Section 4, p. 6.

199 Creative Energy Final Argument, p. 7.

290 Exhibit C1-2.

201 ExhibitB-1, p.54; Alistofthose meetings are in Exhibit B-1, pp. 55-56 and further detailed in Exhibit B-6, BCUCIRs 35.1, 35.2.
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292 These discussions have been related to

203

Pacificand Pavco, two of the first customersinthe NEFCarea.
engineeringand design. Customers received an update letterinJune 2014.

UDI argues thatit isthe burden of the applicant to show that consultation was meaningful and that the
agreementsresulting from those consultations are fairand reasonable. UDI suggests that the agreements
drafted by Creative Energy and the CoV that impact the developers (including the mandatory connection
provisions, but not limited to that) are one-sided.’®* UDI submitted that the CoV did not consult developers on
the topics of agreements.’®

Commission determination

The Panel finds that while the CoV may have jurisdiction to invoke mandatory connection, through its policies
and zoning conditions or bylaws, the Commission has jurisdiction to consider mandatory connectionin the
context of franchise agreements and related and ancillary agreements, for the purposes of compliance with
section 45(8) of the UCA. In that context, the Commission has jurisdiction to determine whetheramandatory
connection, ifitisa provisioninafranchise agreement specifically empowering a utility, is necessary for the
publicconvenience and properly conserves the publicinterest.

Indeed, the Commission has approved mandatory connections as part of franchise agreementsin previous
decisions, forexample, River District’®® and Corix UBC.>*” However, the Creative Energy Application is
distinguished from those decisions as those decisions all involved a master developer. A masterdeveloper, such
as UBC, makes policy decisions regardingits own property. In the circumstances of this Application, the CoV is
not a master developer, but has drafted a mandatory connection bylaw and enacted various zoning
requirements. The CoV is making policy decisions regarding the property owned by otherdevelopers. If the
Panel were asked to consider mandatory connection in the context of a franchise agreement, where the only
distinguishing feature was one of the non-existence of amasterdeveloper, then the Panel would need to
considerthe broaderimplications of the publicinterest, the impact on developers.

The Panel also notes a further distinguishing feature, the applicant’s authority for mandatory connection stems
not fromthe NEA butrather froma CoV bylaw - a crucial distinction in this case. Creative Energy does not derive
any authority from the franchise agreement to demand its developers to connect: that authority originates from
the mandatory connection bylaw and zoning requirements.

Consequently, Creative Energy is not requesting that the Commission make a determination on mandatory
connectionasitisthe developerthat must connectto the DES, and developers are not party to the NEA. In its
submissions, Creative Energy suggests thatthe NEA is effective on two conditions precedent: that the
Commission approves of the NEA and the associated CPCN; and the CoV has enacted aService Area Bylaw,

which, among otherthings, provides for amandatory connection to the NEFC DES.*%® Further, in Section 3.1 of

292 Exhibit B-10, FAES IR 1.39.2.

293 Exhibit B-1, p. 54.

204 UDI Final Argument, p. 13.

2% 1bid., p. 13.

206 OrderC-14-11, River District Energy Dedision, p. 22; Exhibit C4-7-1, p. 16.
297 Corix UBC NDES CPCN Application, Exhibit B-1, p. 56.

298 Exhibit B-1, p. 28.
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the NEA (Franchisee Covenants and Mutual Covenants), CoV covenants to enact the Service Area Bylaw upon
the Commission approving the NEA. Indeed the NEA (and the Connection Agreement) appearto have been
drafted based onthe assumption thatthe CoV will enact the Service Area Bylaw upon Commission approval of
the NEA.

On a related note, the Panel is concerned that enactment of the NE Bylaw is conditional upon Commission
approval of the NEA. In our view, this could raise a perception that the Commission has reviewed and approved
the NE Bylaw. The existing rezoning policy that requires mandatory connection contains no such link to BCUC
approval. We note the submission of the CoV that the NE Bylaw “supplements the existing rezoning policy that

requires mandatory connection to the NES. If enacted, the NES By-law would add regulatory supporttothe
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existing connection policy.”"” The Panel is concerned with public perception that CoV bylaws are approved by

the Commission. The Panel makes the following comments:

e Whilethereisnospecificclause inthe NEA that provides for mandatory connection, there is
language inthe NEA that may leave the impression that the Commission s, indirectly, approving the
Neighbourhood Energy Bylaw, which will mandate connection. The Panel prefersto see an NEA that
isclear and unequivocal, interms of whatisto be approved by the Commission, and does notimply
that CoV enactmentsare supported by the Commission.

e ThePanelisconcernedthatenactmentofthe NE Bylaw is conditional upon Commission approval of
the NEA. In our view, this could raise a public perception that the Commission has reviewed and
approvedthe NE Bylaw. The existing rezoning policy that requires mandatory connection contains
no such linkto BCUC approval. We note the submission of the CoV thatthe NE Bylaw “supplements
the existing rezoning policy that requires mandatory connection to the NES. If enacted, the NES By-
law would add regulatory support to the existing connection policy .”**° The Panel would preferthat
the CoV enact bylaws and policies thatare notlinked to approvals by the BCUC; otherwise,
confusion arises, and the publicmay perceivethatthe BCUC approves the CoV’s mandatory
connection.

With regard to the submissions of the parties that section 153A of the CoV Charter does not support the
imposition of end-use restrictions, the Panel is not approving the NEA, and therefore makes no determination
on this issue.

4.2.3 BenchmarkRate and Premium Cap

The Benchmark Energy Cost and the Cost Premium Cap are termsincludedinthe NEA. These twotermsare
interrelated and are used in the NEA to establish certain Phase 1and Phase 2 performance requirements, which
the CoV expects Creative Energy toachieve.

With respect to the performance requirements for Phase 1, Article 8.1(b) of the NEA states that Creative Energy
will “charge Franchise Area NES customers only rates approved by the BCUC, which rates are expected to
include the effects of the Carbon Reduction Fund and to resultin costs that, at the time of initial approval by
BCUC, do not exceed the Cost Premium Cap.”*'*

209 CoV Final Argument, p. 2, paras. 9-10.
210 ,, .
Ibid.
21t Exhibit B-1, Schedule 2, Article 8.1(b), p. 20 [Emphasis added].
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This performance requirementis similarto Article 8.2(a) which states thatin addition to complying with the
Phase 1 performance requirements, Creative Energy will comply with the following: “...at the time of initial
approval of Phase 2 by BCUC, the Projected Energy Cost will not exceed the Cost Premium Cap, as determined
by the BCUC...”***

7213

The Cost Premium Capis definedinthe NEA as “110% of the Benchmark Energy Cost.

The Benchmark Energy Cost is defined, in part, as “a competitive benchmark accepted by the BCUC forthe cost
of heating for new development comparableto the Franchise Area Buildings .”*** The definition further specifies
that this “competitive benchmark” will consider otherlow carbon energy options, includingthe CoV’s SEFC NES,

other comparable neighbourhood energy systems, and electricheat, but “it will not be based on the cost of
service forgas-fired steam in Creative [Energy]’s existing service area.””"

Two keyissues raised by the Commission and interveners with regard tothe Cost Premium Cap and the
Benchmark Energy Costare:

e |[sitappropriate forthe Panelto approve a Cost Premium Cap as part of the NEA?

e Shouldthe Panel make adetermination onthe Benchmark Energy Cost as part of this proceeding,
and if so, what shoulditbe?

4.2.3.1 Inclusion of the Cost Premium Capinthe NEA

The wording of the performance requirement raises questions as to how this cap would practically be applied,
and whetherthe Commission’s rate-setting abilities are constrained by the inclusion of the Cost Premium Cap.

Duringthe Oral Hearing, Creative Energy was asked by Commission counsel to explain why inclusion of the Cost
Premium Capinthe NEA is necessary given the Commission’s mandate underthe UCA to ensure that rates
charged by publicutilities are justand reasonable. Mr. Berry, the expert witness f or Creative Energy, responded
that “the city wanted confidence thatit was sending a signal to the Commission of —evenif you determine that
120 percentwasinthe publicinterest, its [CoV] view is thatthere should be a cap on that determination......from
the city’s perspective, Creative [Energy] should not [be] putting forward, and the Commission should not be

accepting something that exceeds 110 percent.”*®

The CoV, who isregisteredinthe proceedingasanintervenerbutisalsoa party to the NEA, furthe rexplains:

[t]he basicconcept of that cap is that the City recognizes that we are mandating connection, and
therefore, inthe publicgood, we are not going to mandate connection to asystem that we
don’tbelieveisreasonablyaffordable. And we wouldn’t want Creative [Energy] to submitan
applicationthat was outside those limits. Once they submit an application, it’s entirely up to the
BCUC to determine whether the rates fit your [Commission] criteria...It’'smeanttobe a

2 pid., Article 8.2(a), p. 21.

213 Ibid., Schedule A, p. 4.

214 Exhibit B-1, Schedule A, Restated and Amended Northeast False Creek and Chinatown Neighbourhood Energy Agreement, Schedule A,
p.1 [Emphasisadded].

215 Ibid., Schedule A, p. 1.

1° Oral Hearing, Transcript Volume 2, p. 338.
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benchmark forthe start-up of the various phases of the system. But, in our view, it really only is
relevantto phase 2.%"’

Regarding the derivation of the Cost Premium Cap of 110 percent, Mr. Baber of the CoV indicated that:

There’s noanalysis onthe 10 percentfigure...itwas aresult of discussions between city staff and
stakeholdersinthe development of the Southeast False Creek neighbourhood energy
utility...And based on those discussions with stakeholders, it was — 10 percent seemedto be the
most, you know, common threshold, and of course individuals all have different...values and
differenttolerances, but that was one that was agreeable to most stakeholders and to City
Council..”*®

At the conclusion of the Oral Hearing, the Panel Chairperson asked all parties to respond to a variety of
questions as part of the parties’ final arguments. One of the questions putforth by the Panel Chairperson was:
“What is the Panel’s authority to considerarate cap in a franchise agreement?”>*

In itsfinal argument, Creative Energy points to the fact that Article 8.1(b) refersto “costs” of the NES and that
Articles 8.1(b) specifies that these costs must not exceed the Cost Premium Cap at the time of initial approval by
the Commission. Therefore, in Creative Energy’s view, upon approval of the Application, Article 8.1(b) willhave
no furthereffect. With regards to the wordingin Article 8.2(a) related to Phase 2, Creative Energy submits that
the “Projected Energy Cost” referenced in this sectionrefers to the levelized cost of various alternativesin
comparisontothe proposed Phase 2 project and therefore is notintended to be used for rate -making purposes.
Given Creative Energy’s view thatthe Cost Premium Cap is not to be used forrate-making purposes, it submits
that inclusion of the cap will notimpact the authority of the Commission to setrates undersections 59-61 of the
UCA.?*°

Intervenerarguments

FEl states that it “understands the intentis forthe Cost Premium Cap to apply at the time of the Energy Supply
Phase 2 CPCN Application, and thatitis notintended toapply asan ongoingrate cap per se” andthat the
“Commission Panelhearingthe CPCN Application would not be constrained by the Cost Premium Cap.” ***

However, FEl submits thatapproving the Cost Premium Cap forinclusionin the NEA appears toindicate that
Creative Energy would not bring forward an application for Phase 2 if the costs/rate s were higherthan that
amountwhichincreasesthe uncertaintyinthe current Application regarding what Phase 2 “may look like” and
whetheritwill be able to “yield the full emission reduction benefits.”*** FEI further submits that the

determination of the size of the Cost Premium Cap is “arbitrary.”***

Y Oral Hearing, Transcript Volume 2, p. 420.
18 Oral Hearing, Transcript Volume 2, p. 372.
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FAES views the Cost Premium Cap as an “intrusioninto the authority of the Commission to setjustand
reasonable rates.” However, FAES also states that a future panel would be justified in “ignoring” the cap when
setting rates.”**

UDI submits that the Cost Premium Cap “is inreality a double premium because the benchmark thatis used to
determine the cap already has a significant premium builtintoit” as a result of the comparators beinglow

carbon energy sources.”*®

BCOAPOQIis “very supportive” of the Cost Premium Cap and agrees with Creative Energy thatthe cap “is notan
intrusioninto the Commission’s rate settingjurisdiction.” BCOAPO views the cap as a way to ensure that
proposals are not brought forward that would be unaffordable to ratepayers. BCOAPO also submits that “a
company need notdecide to bringan application fora particular project to the Commission because of a cost; in
the same way, the cost premium rate cap ensures, particularlyin Phase 2 of the project, thatratepayers are not
now signing up for a potentially much higher rate.”**°

Creative Energy reply

Creative Energy submits thatthe Cost Premium Capis not “permissive”; it puts a constraint on what projectit
can bringforward to the Commission but thatthe result of this constraintis thatthe CoV, intervenersand the
Commission are able totest whether Creative Energy has proposed the least cost solution. Creative Energy

further submits, “such opportunities do not exist when the developer selects an on-site system.”**’

Commission determination

The Panel declines to approve the NEA as long as it contains a Cost Premium Cap. While the Cost Premium Cap
may not have any impact on cost or rate determinationsin Phase 1, the Panel does not consideritappropriate
to approve a cap for Phase 2 at this time, particularly when Creative Energy has yet to provide any degree of
certainty as to the source of the Phase 2 Energy Supply. The Panel agrees with FEI, FAES and Creative Energy
that the Cost Premium Cap does not constrain the Commission’s rate-setting authorities under the UCA;
however, inclusion of the Cost Premium Cap as part of the Phase 2 Performance Requirementsinthe NEA could
constrainthe alternatives broughtforward by Creative Energy for CPCN consideration. Given that Phase 2 has
not yetbeen presented to the Commission forapproval, nor has Creative Energy provided aclear proposal for
the energy supply to be utilizedin Phase 2, the Panel finds it unreasonable to codify aspecificcost cap within
the NEA at thistime.

4.2.3.2 Benchmark Energy Cost

The Benchmark Energy Cost isa definedterminthe NEA and is used to determine the Cost Premium Cap. In the
Application, Creative Energy put forth three levelized rate and levelized cost benchmarks as comparators to its
proposed Phase 1 and Phase 2 Energy Supply Phases. These benchmarks included the Southeast False Creek
(SEFC) neighbourhood energy system, 100 percent residential electricity and Creative Energy’s core steam

224 FAES FinalArgument, p. 8.

225 UDI Final Argument, p. 6.

226 BCOAPO Final Argument, pp. 12-13.
227 Creative Energy Reply Argument, p. 34.
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228

service.””” Through Commission and intervener IRs, questions were raised as to the scope of alternative

benchmarks considered and the assumptions under each alternative as well as the calculations of levelized costs

. . . 229
and levelized rates forthe various alternative benchmarks.

Creative Energy explains that “Levelized rates are the presentvalue of the stream of ratesin S per MWh, divided
by the presentvalue of astream of 1 MWh of energy. Itis not weighted for changesin consumption levels over
Time...Levelized costs are the present value of customer costs, divided by the presentvalue of the stream of
energy provided. Itis weighted for changes in consumption levels overtime.”**

Commission determination

The Panel declines to make a determination on the appropriate Benchmark Energy Cost in this proceeding.
The Panel has already denied inclusion of the Cost Premium Cap in the NEA, therefore finds no need to specify
a Benchmark Energy Cost at this time.

4.2.4 Limiting FEI’s CPCN

FEl argues that it hasthe right, by virtue of its CPCN, to provide natural gas service thereby earningafairreturn
on and of itsinvested capital. In FEI’'s view, thisis afundamental component of the essence of the regulatory
compact. Itfurther submits that the NEA purportsto prevent FEI from offering natural gasinan entire
neighbourhood forend usesthat representa significant portion of FEI's business, and that by approving the NEA
and the exclusivity thatit contemplates, the Commission would derogate from important statutory rights held
by FEI and violate the regulatory compact.***

Creative Energy replies that “FEl suggests, without ever expresslystating so, thatits CPCN to construct and
operate a natural gas systeminthe [CoV] somehow prevents the [CoV] from requiring mandatory connections
and exclusivity of end-uses. FEl neveridentifies legislation or regulations thatitrelies upon for thisargument,
but does say that the ‘restrictions on natural gas service being sought by Creative Energy contradict the powers
and authorization of FEUunderthe Gas Utility Act.””**?

Commission determination

The Panelis not approving the NEA for the reasons outlined above relating to the CRR, the Benchmark Rate,
Cost Premium Cap and potential linkage to mandatory connection policies, including the NE Bylaw. Therefore
we make no determination on the issue raised by FEl regarding the NEA limiting FEI's existing CPCN.
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4.3 Connection Agreement

Creative Energy requires Commission approval of a proposed NEFC Connection Agreementand Service
Agreement (Connection Agreement) pursuant to sections 59-61 of the UCA.”* Creative Energy intends that the

Connection Agreement be executed by Creative Energy and developers, and contain the following key terms:
1. The processfor developerstoapply for connection (consistent with the proposed CoV bylaw);
2. Designguidelinesandareview process to ensure compatibility with the NES;
3. Avratetariff, setoutin Schedule Atothe Connection Agreement; and
4. Provisions forstatutory rights of way.

The Connection Agreementarises pursuant to the CPCN approval, the Franchise Agreementapproval, and the
enactment of the CoV Connection Bylaw.”**

In addition to the rate tariff implications, the Connection Agreementisimportant to Creative Energy as the tool
forimplementingits franchiserightsand obligations, and in particular, forimplementing the Mandatory
Connection Bylaw.

The Connection Agreement sets out the legal framework for the relationship between the utilityand the
developerof lands and the end use customerthat will be connected to the NES. The connections and service
agreements are required by all who will be connected to and take service fromthe NESin NEFCto ensure
compatibility of the building systems with the NES, to permit Creative Energy toinstall infrastructure on
developer’s lands to serve only that development and to allow success to Creative Energy.?*”

The keyissue is whetherthe Connection Agreement, as a tariff, represents an undue prejudice or disadvantage
or an agreementthatis not “regularly and uniformly extended to all persons under substantially similar

circumstances and conditions for service of the same description.”**°

UDI raises concerns that Creative Energy’s shareholderis also adeveloper and may influence discrimination
against otherdevelopers forcompetitiveadvantage (delays to enteringinto a connection agreement, i.e. design
reviews for compatibility) given the connection agreementis a prerequisite forapplyingto the city fora building
permit. (Draft city bylaw requires asigned connection agreement for the city toissue a building permit).”*” The
agreement states that Creative Energy will “undertakethe review within 90days, and developer should applyat

least 90 days before seeking a building permit.”***

Creative Energy updated the Connection Agreementin the proceeding following IRs made by UDI, except for UDI
IRs 20.2 and 20.3 with reasons provided in Exhibit B-31. Creative Energy further stated it would remove Section
4(j) of the Connections Agreement duringthe oral hearingand re-file, which it did in Exhibit B-44.
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UDI submits that the “Agreements contain seriousinadequacies and are unreasonably favourable to Creative
[Energy]. Compounding these problemsis the fact that, if the Commission approves mandatory connections,
developers will have no choice but to sign these agreements.”** Further, UDI submits that the burdenison
Creative Energy to prove the agreements are justand reasonable and consultation has been adequate. Creative
Energy submits thatthe amendments made to the agreements during the course of the proceeding and lack of
consultation demonstrates that Creative Energy has failed to meet that burden.**°

Creative Energy arguesthatthe terms and conditions of the Connection Agreement are notinternally
inconsistent”*' and are no more onerous than othercity or utility connection agreements in dealing with
indemnities, covenants and statutory rights of way (SRW) as examples. Creative Energy furtherarguesthat,
“contrary to the views expressed by UDI, developers and customers have recourse to the Commission before
agreeingtoa SRW. Afterthe developerorcustomerhave agreed toand signed aSRW, a dispute related tothe
terms of the SRW may be a matter forthe courts, as suggested by UDI.” Creative Energy also argues that the

customerservice agreementis akin to a tariff with Commission oversight.242

Finally, “Creative [Energy] submits thatthe agreementsintheir currentform should be approved, subjecttoany
directionthe Commission may have. Inaddition, Creative [Energy] is committed to improving these agreements
moving forward and will apply to the Commission for the approval of any changes, where such approval is

necessary.”’*

Commission determination

The Commission must consider whetherthe Connection Agreementis just and reasonable and “regularly and
uniformly extended to all persons under substantially similar circumstances and condition for service of the

2% The Connection and Service Agreement(s) represent the terms and conditions of service as

same description.
part of the “tariff” and would not be negotiable by developers. In fact, negotiation by individual developers

couldleadto lack of uniformity and questions of fairness.

The Panel notes Creative Energy’s argument that the provisions of the Connection Agreement are consistent
with othercity or utility connection agreements. However, the Panel requires more information from Creative
Energy. Therefore, approval of the Connection Agreement is denied. Creative Energy may resubmit the
Connection Agreement with its nextrate application; at such time that Creative Energy files the Connection
Agreement, Creative Energy must include the following evidence to support approval of this agreement:

1. A comparison of the statutory right of way provisions of tariffs of other similar utilities, witha
view of supporting that this provisionis in the publicinterestand meets the standards applicable
in sections 59-61 of the UCA.

239 UDI Final Argument, p. 12, para. 50.
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2. Afulsome analysis of an alternative to the requirement that developers must not apply for a
building permit until Creative Energy has approved the developer’s design.

3. Arevisedsection 2.2 that indicates that the requirementto have exclusive end-use is a part of the
CoV policy and bylaws, and that the developeris required to comply with such policy/bylaws.

4. Evidence that the design guidelines and review processis consistent with other similar utilities.

5. Evidence that the other terms and conditions of concern raised by UDI and others do not go
further than necessary in order to provide like service by other utility operators.

4.4 Chinatown Extension Policy

Creative Energy proposes the following “formal extension policy” for the Chinatown sub-area of the Franchise
Areaand submitsthatitis consistent with the TES Guidelines:

Creative Energy may undertake extensions of the NEFCNES subject tothe NEFC and Chinatown
Neighbourhood Energy Agreement up to a cumulative capital cost (net of any customer
Contributionsin Aid of Construction) of $10,742,000 (the Initial TES capital cost approved by the
Commission underthe NEFC CPCN) provided the extensions do notincrease rates for existing
customers (afterany Contributions in Aid of Construction) greaterthan 10 percent above what
they are or would have beeninthe absence of the extension. Where cumulative capital costs
exceed the Initial TES Capital Cost and/or rate impacts exceed 10 percent, Creative [Energy] may
not undertake extensions without priorapproval of the Commission. This extension policy
excludesthe addition of any low carbon energy supply alternatives required under the
Neighbourhood Energy Agreement. Creative [Energy] mustapply tothe Commission for
approval of any low carbon energy supply alternatives, regardless of capital costs or rate
impacts.245

Although Creative Energy is seeking formal approval of its NEFC Extension Policy as part of this Application, itis
not seeking specificapprovals forloads or capital expenditures within Chinatown. Creative Energy states thatit
is providinginformation onits vision and activities in relation to Chinatown as further context for this
Applicationandtoillustrate aviable strategy for future interconnection of Chinatown to NEFC. Creative Energy
iscompleting negotiations with the pending developmentand broader planning studies, which itexpectstofil e
as part of future applications, as required.**®

Creative Energy also statesthatin order to secure loadsin Chinatown, itis:

[P]ursuingthe creation of alocal node initially served from alocal boiler plant withina pending
developmentlocated in Chinatown. Creative Energy plansto submitaStream A application for
the establishment of the Energy Centre since it will serve only the buildingin whichitislocated.
The plant will be slightly oversized for the initialdevelopment and include space for future
expansion. When otherloads are identified and secured, Creative Energy would apply for
expansion of this plant within the NEFC franchise via the extension test. This methodology will
provide the opportunity for Chinatown to access the low carbon solution.**’

2% Exhibit B-1, p. 39.
2% Exhibit B-1, p. 40.

> Ibid.
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Since this Application was filed, an application for the Stream A system referred to above was submitted and, by
Order G-101-15, approved. Inthatapplication, Creative Energy noted, “the system capacity will be slightly
oversizedtofacilitatefuture connections. Initial plant capacity is the size of the current plant that will serve 188
KeeferStreet plus potentially additional buildings that meet the Stream A TES Guidelines.”**®

Creative Energy was asked, consideringthe NESin Chinatown appearsto be its own green-field separate and
distinct future NES, to justify why extensions into Chinatown should be subject to an extension test based on the
ratesand initial capital cost of the NEFC Stream B NES. It was also asked to justify why the Commission should
approve an exclusive franchise to Creative Energy for Chinatown at this time. Creative Energy responded:

The Commission should approve the Chinatown franchise because thisis aligned and planned by
the City of Vancouver. Chinatown isimmediately adjacent to NEFC, and has Council policy for
districtenergy establishment. By including Chinatown inthe NEFCfranchise, Council can have
confidence thatit will be low carbon. Since the scale of anticipated developmentin Chinatown is
modest. Integrating with the NEFC franchise preserves the long-term opportunity to
interconnect with the NEFCsystem and benefit from the economies of scale associated witha
larger system.”*’

Giventhe average size and pattern of individual developments expected in Chinatown, and the distance to the
NEFC core system, Creative Energy considersit prudenttofirst establish alocal network to aggregate several
loads that could then justify and sustain a physical connection to either Creative Energy’s existing network or to
the new NEFC network to access low carbon energy asrequired underthe Neighbourhood Energy Agreement. In
Creative Energy’s submission, “thisis nodifferentthan the temporary energy centres being deployed at the UBC
NDES to knittogetherinitial developments on different sides of the Wesbrook Neighbourhood [in the Corix
CPCN Application forthe UBC NDES].”**°

Regarding the Corix CPCN Application forthe UBC NDES, Creative Energy furtherargues that “the Commission
Panelinthat proceeding decided: ‘If CMUS [Corix] plans to expand service to Acadia East, Acadia West, Stadium,
East Campus, Block F or otherareas not includedinthe Project Plan, the Panel directs CMUS to follow the TES
Guidelines.”***

Intervenerarguments

BCOAPO has no concerns about the extension testas it “mirrors the Commission’s approved extension test for
Stream B utilities.”**?

CEC recommends thatthe Commission deny the NEFC Extension Test as part of its denial of the application,
although it does not provide any rationale for this recommendation.*>?

28 Creative Energy Stream A Thermal Energy System Registration for 188 Keefer Street
2% Exhibit B-6, BCUCIRs 1.46.2, 1.46.2.1.

2% Exhibit B-6, BCUCIR 1.4.3.1.

251Creative EnergyReply Argument, p. 36.

232 BCOAPO Final Argument, p. 14.

253 CEC Final Argument, p. 47.
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FEI submits that mandatory connection and exclusivity calls into question the appropriateness of applying an
extension test thatis based on the Commission’s TES Regulatory Framework Guidelines.”**

FEI further submits that Creative Energy has excluded the facilities in Chinatown from its requested CPCN,
instead proposingto use a system extension test to extend the NES to Chinatown because the demand from
redevelopmentin Chinatownistoo uncertain, toosmallinscale, and too spread out to justifyitsinclusionina
CPCN application. In FEI's view, thisis an admission that the inclusion of Chinatown inthe requested CPCN for
the build outand Energy Supply Phase 1 would reduce the cost effectiveness of the NES to the pointthat it
would not make sense to pursue it. FEI suggeststhatthe Commission should question the use of an extension
test of this nature to incorporate neighbourhoods that are fully expected to be included within the system, and
have only been excluded from the initial CPCN becauseitimproves the business case, stating that “[i]f the
rationale forexcluding Chinatown is that there is no business case foritsinclusion, then Creative Energy should
be required to demonstrate to the Commissionina CPCN application thatabusiness case exists whenitcomes
time to incorporate Chinatown in the NES.”**

FAES submits, “Creative [Energy]’s proposal for providing serviceto Chinatownis also entirely inconsistent with
the TES Guidelines.””*® It summarizes Creative Energy’s proposal with respect to Keefer Street to:

e Permita Stream A TES (questionably registered only with the benefit of a competition eliminating
zoning agreement with the CoV) to expand and operate likea Stream B TES to exclusively aggregate
loadin Chinatown;

e Bundle, underthe same rate, physically disconnected systems underthe cover of the NEA;

e Permitthe original customerof the Keefer Street Stream ATES to continue toreceive service under
a separate (and undisclosed) rate; and

e Provide Creative Energy with a “right of firstrefusal”in Chinatown whereby it may accept or reject
new load without being exposed to competition.

FAES summarises that “[v]iewed as a whole, itis clearthat the order soughtfromthe Commission with respect
to Creative Energy’s plansin Chinatown is extraordinary. Itis equally clear, in FAES’ submission, that the

evidence on the record cannot support a conclusion that such extraordinary reliefisin the publicinterest”.”’

Commission determination

The Panel does not approve the proposed Chinatown Extension Policy.

The Panelis not persuaded that there is sufficient certainty about the load in Chinatown area to justify allowing
the development of the DES to proceed as an extensionto NEFC. Further, the Chinatown areais not contiguous
to the NEFC area, and it is not part of the same district energy system. Creative Energy is proposingto develop
the DES in Chinatown from alocal heat source and provides no plan regarding connecting Chinatown to NEFC.

24 £l Final Argument, p. 78.

235 £y Final Argument, pp. 42, 99.
236 FAES Final Argument, pp. 42, 99.
>>7 EAES Final Argument, p. 18.
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Accordingly, the Panel finds any district energy system planned for Chinatown to be a separate development
at thistime.

While in the case of the Corix UBC NDES application, the Commission did approve a similar extension policy for
Acadiaand Block F, with respectto the original DES at Wesbrook; inthat case there was sufficient evidence on
the record of a planto connectthose areas to the Wesbrook DES.

4.5 Rate parameters

4.5.1 Revenue deficiency deferral account (RDDA)

Creative Energy requests approvalto establish arevenuedeficiency deferral account (RDDA) and to accrue
carrying charges on this account at Creative Energy’s after-tax weighted average cost of capital (WACC).**® The
purpose of the RDDA is to smooth rates during Energy Supply Phase 1by setting ratesinthe initial years, which
are below the actual revenue requirement, and recording the resulting revenue shortfalls in the RDDA. As the
load develops, revenues will grow and the accumulated balance in the RDDA will be drawn down to zero. *>

260

The RDDA is forecast to reach a peak balance of $1.1 millioninyear2020.””" Creative Energy proposes to recover

261

the balanceinthe RDDA overa 15-year period resultingin the balance being fully recovered by 2030.“”" Creative

Energy submitsthata 15-yearrecovery periodisappropriate because itresultsina “relatively smallstep change

inrates afterfull recovery and because it permits a fairly flat fixed charge during the initial recovery period.”?**

Creative Energy proposesto use the RDDA to accumulate forecast revenue shortfalls, but notto allow recovery
of variancesin “controllable” costs. Creative Energy characterizes controllable costs as “typical maintenance and
operator costs”, while non-controllable costs include capital costs, loads, allocated costs, taxes and sustaining
capital costs. Variances between forecast and actual non-controllable are proposed to be recorded in the
RDDA.>** Inresponse to BCUC IR 1.25.1, Creative Energy provided adetailed list, which classifies each costitem

as either “controllable” or “non-controllable”.?®*

Creative Energy also argues that “[n]ot only has the Commission previously approved the purposeand design of
an RDDA, butthis RDDA is significantly smaller...than other RDDAs, and is proposed to be fully recoveredina
shortertime than most.”*®® Forinstance, in the Corix UBC NDES CPCN Decision, the Commission approved the
establishment of an RDDA. In the case of the UBC NDES, the RDDA’s forecast peak balance is $8 million and the
approved recovery period is 20years.”®®

28 Exhibit B-1-2, Directive 5.

2% Exhibit B-1, p. 95.

20 Exhibit B-6, BCUCIR 1.24.1.

251 Exhibit B-1, p. 95.

252 Exhibit B-6, BCUCIR 1.24.1.

253 Exhibit B-1, p. 95.

284 Exhibit B-6, BCUCIR 1.25.1.

265 Creative Energy Final Argument, p. 30.

2% Corix UBCNDES CPCN Decision, pp. 35, 42.
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Intervenerarguments

FAES does not specifically address the appropriateness of establishing the RDDA or the appropriate carrying
chargesto be applied tothe RDDA. Instead, FAES argues thatthereis “noreasonable basis” forapprovingthe
rate parameters put forth by Creative Energy because,in FAES' view, Creative Energy has not provided adequate
justification and alternatives analysis as part of the Application.”®’

CEC recommends that the Commission deny the CPCN Application, includingthe request to establish the
RDDA.>®® CEC also states that in the event the Commission does approve the CPCN, CEC considers the RDDA to
be an “appropriate means of smoothingratesandisin ratepayers’ interests.” CECfurther states that it “accepts
the RDDA on the basisthat itis to cover Energy Supply Phase 1 only, and that additional deferrals are not
included as a result of Phase 2 Energy supply.”*®

No otherinterveners commented specifically on the creation of the RDDA.
Commission determination

The Panel approves the establishment of the RDDA and approves the accrual of carrying charges on the RDDA
based on Creative Energy’s after-tax weighted average cost of capital. The RDDA is a reasonable mechanismto
achieve alevelized rate structure and is consistent with previous Commission decisions on thermal energy
service projects. Whilethe forecast build-up of the RDDA is smallerthan othersimilarthermal energy system
projects such as the UBC NDES, the Panel agrees with Creative Energy that use of the RDDA is appropriate for
Phase 1 of the NEFC NES given the anticipated small customer base and load in the initial years of the project.

The Panel acknowledges Creative Energy’s proposed treatment and classification of controllable and non-
controllable costs with regards to the recording of variances between forecast and actual amountsin the RDDA;
however, the Panel will deferany determinations on thisissue to the final rate application. Additionally, the
Panel notesthat while Creative Energy described its proposal to recoverthe RDDA balance over 15 years
throughout the Application andinits final argument, Creative Energy did not request approval of the 15-year
recovery period as part of the revised draft orderfiled as Exhibit B-1-2 or inthe draft orderfiled as part of its
final argument. The Panel considers a 15-year recovery period to be reasonable given the relatively small
balance forecasttoaccumulate inthe RDDA and we expect the recovery period proposed inthe final rate
applicationtoremain consistent with this Application.

45.2 Allowedreturn

Creative Energy seeks approval forareturn on equity (ROE) of 9.5 percent, whichis based on the current
benchmark equity return plus 75 basis points to account for the additional risk related to the development of a
small-scale alternative energy utility. This proposal is consistent with Creative Energy’s requested ROE forits
core steam system.””°

257 EAES Final Argument, pp. 11-12.
268 CECFinal Argument, p. 47.

%9 Ipid., p. 46.

270 Exhibit B-1, p. 5.
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Creative Energy statesthatthe project risks are comparable to the risks of other projects recently approved by
the Commission with the same capital structure and return on equity.””*

The projected capital structure, cost of debt, and return on equity forthe NES rate base issummarizedin Table
21 of the Application (and copied below):

Table 21: NES Capital Structure

Share of Capital Nominal Rate

Debt 57.5% 4.00%
Equity 42.5% 9.50%
WACC (after tax) 6.34%

Creative Energy is not proposing a project-specificROE, in part because it states that there will be shared assets
between the core and NEFC. Creative Energy also submitsthatitis not possible orappropriate to seta project-
specificcapital structure, debt rate or ROE given the tight linkage between the core and this project. Creative
Energyalso considersthatit is not appropriate to considerchangesto Creative Energy’s capital structure or
allowed ROE in the context of a single projectapproval.’”

Variousinterveners suggest that the mandatory connection clause impactthe project risks, however theirfinal
position on Creative Energy’s ROEis ona wide spectrum:

e BCOAPOstatesthatthe risks of lowertakeup (andload) and hence lowerrevenuesisreduced by the
mandatory connection clause. However, BCOAPOisin agreement with Creative Energy that the ROE
usually reflects equity costs of the utility and not the project.””

e FAESmakesno submissionson how the risks should be related to ROE.

e UDI submitsthat mandatory connections significantly reduce the risk to Creative Energy and points
out that thisis confirmed by Creative Energy’s rebuttal evidence where it states that the mandatory
connection policy “de-risks the project” and that the policyisimportantin orderto “reduce the
developmentrisk forthe energy provider.” UDI submit that despite this coercive policy, itisalso
seekingtoobtainagenerousreturnonequity that would be more appropriate in circumstances
where the utility must compete for customers.””* However, UDI makes no submissions on the
guantum of adjustment the proposed ROE.

e CECsuggeststhatthe mandatory connection has significantimpact on the appropriateness of arisk
premium but offered no meaningfulanalysis of how the riskin this projectis differentfrom other
projects with comparable connection requirementsthat have been granted the same risk premium
requested by Creative Energy. >’

271 Exhibit B-1, p. 82.

272 Creative Energy Final Argument, pp. 87-88, paras. 318-319.

273 BCOAPO Final Argument, para. 82.

274 UDI Final Argument, para. 143.

27> CEC Final Argument, pp. 38—-39, para. 110; Creative Energy Reply Argument, p. 51, para. 184.
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The NEA providesthatthe CoV will indemnify Creative Energy forany Stranded Asset costs, under certain
conditions and only up to a limit of $3m. This clause has the potential to reduce the stranded assets risk for the
Utility. Atissue is whether this potential mitigation of some stranded asset risk should be reflected in the ROE.

Creative Energy agrees that this indemnity or recovery fromthe CoV reduces the potential stranded asset risk
associated with this project.”’® No interveners provided any submissions on thisissue.

Commission determination

The Panel approves the ROEand capital structure as applied for. The applied for capital structure and ROE is
consistent with the Commission determination for Creative Energy in Order G-85-15 and is also consistent with
the default capital structure and risk premium established for all TES proponents for Stream B utilities. *”’

In the Generic Cost of Capital (GCOC) Stage 2 Decision, the Commission made several considerations on whether
regulationisforthe utility, the person orthe project. Since the underlying factorin cost of capital determination
isrelated torisk, the Commission determined that the first consideration must be made on whoisthe investor
inthe TES project, in otherwords, who is financing the project.?’® In this case, Creative Energy is providing the
financing, anditalready has an approved default capital structure and risk premium.

Although otherinterveners have argued that the mandatory connectionimpactsrisk, no parties have any
submissions on what the quantum of any impact on the equity thickness and ROE being sought.

The Panel makes no determination on any potential impact of the stranded asset indemnity provided by the
CoV on Creative Energy’s ROE or equity thickness. The Panel has previously declined to approve the NEA, and
accordingly, makes no determination on how this issue may affect Creative Energy’s risk profile. Inany event,
the non-connection events/stranded costs/indemnities are not sufficiently relevant because the Panel has
previously determined that Creative Energy’s ROE and capital structure is established on an entity basis.

Furthermore, the Commission makes no determination on the effectiveness or reasonableness of this clause in
the NEA.

453 Long-termdebtrate

As discussedinthe previous section, Creative Energy requests approval of a capital structure forthe NEFC NES of
57.5 percentdebtand 42.5 percentequity. Thisis the capital structure approved in the GCOC Stage 2
proceeding fordirectly assigned capital costs.”’* Creative Energy further requests approval to set long-term debt

costs equivalenttoits overall projected third party debt costs which are currently forecast at 4 percent.

None of the interveners commented on the appropriateness of Creative Energy’s proposed long -term debt cost.

276 Oral Hearing, Transcript Volume 2, p. 321.

277 GCOC Stage 2 Dedsiondated March 25,2014, p. 124.
278 GCOC Stage 2 Dedsiondated March 25,2014, p. 37.
279GCOC Stage 2 Decision dated March 25, 1014, p. 37.
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Commission determination

The Panel approves Creative Energy’s request to base its long-term debt costs equivalentto its overall
projected third party debt costs, which are currently forecast at 4 percent. This approach is consistent with the
GCOC Stage 2 Decision.

454 Cost Allocation principles

Although Creative Energy is not seeking final rate approvals as part of the current Application, Creative Energy is
seeking certainregulatory parameters forratemaking purposesin future rate applications, including cost
allocation principles. Creative Energy proposes a cost allocation that reflects all incremental costs of service to
the NEFC to the core, together with a fair contribution towards fixed costs and overheads.’® Creative Energy
indicatesthatthe connectionto the existing Creative Energy network will provide net benefits to the core, and
will provide supply flexibility and other synergies. Accordingly, Creative Energy proposes to apply atwo-part cost
allocation methodology:

e NES MeterCost Allocation forall other costs.”®*

e NES Fuel Recovery Cost Allocation for gas consumption to serve the NES. **?

In the following two sub-sections, the Panel examines Creative Energy’s proposals and makes further
determinations.

4.5.4.1 Meter Cost Allocation principle

Atissueiswhetherthe NES Meter Cost Allocation principle orformulais appropriate and whetherthe
Massachusetts formulais appropriate forallocating overhead costs.

Creative Energy submits that NES customers will receive energy generated at the Beatty Street steam plant,
delivered by existing steam lines and metered at the NES’ two Steam-HW converter stations. It proposes a cost
allocation that reflects all incremental costs of service to NEFC from the core towards fixed costs and corporate
overheads.”® Creative Energy explains that “This allocation will benefit core customers because thereis surplus
capacity that will now be used and useful for service to NEFC customers. As a result, the use of e xisting
infrastructure should benefit both NEFC customers and the core customers.”***

Creative Energy proposesthatthe NES Meter Cost Allocation be calculated based on four components, each
with its own allocation methodology:***

1) Steam production, including steam plantdepreciation and earned return, plant maintenance, non-
fuel consumable costs such as waterand powerand plant operating staff.

e Allocation based on NEFC’s share of total steam consumption at a rate of $3.32 permillion
Ibs of steam...later revised to $2.97 permillion |bs of steam.”®®

280 Eyhibit B-1, p. 66.

281 Exhibit B-6, BCUCIR 1.13.6; Exhibit B-1, p. 66.
282 | bid., Exhibit B-6, BCUCIR 1.14.

283 Exhibit B-1, p. 66.

284 Creative Energy Final Argument, para. 159.
285 Exhibit B-1, p. 69.
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2) Steam distribution, including pipe network depreciation and earned return, distribution network
maintenance and distribution network staff.

e Allocation of aportion of the existing steam network based on NEFC’s share of steam
consumption at a rate of $2.53 per million Ibs of steam...laterrevised to $1.58 per millionlbs
of steam.”®’

3) Corporate overheads, including office expenses, insurance, property and income taxes, but
excluding managementsalaries.

e Allocation based onthe Massachusetts Formula (uses the weighted average of the main cost
drivers, independent of the amount of energy consumed) 2*®

4) Managementsalaries, allocated at 1 percent of managementsalaries of $1,272, 148.%%°

Creative Energy clarifies thatit “is seeking approval forthe principles relevant to the allocation of existing
infrastructure costs fromthe core customers.” However, it then goes on to say that it “believes that thisis the
time forthe Commission to make the level of allocation determinations requested by Creative [Energy] in this

proceeding.””

Based on the review of questionsto date in this proceeding, Creative Energy states thatit nowintendstofilea
general revenuerequirements application (RRA) that will include the revenue requirements for both the core
customers andthe NEFC customers, on or before December1, 2015. This application will deal with the
allocation of shared costs between the core customers and NEFC customers. Forthe purposes of this allocation,
Creative Energy is seeking certain allocation determinations in this proceeding. The RRA will also include the
final rates for NEFC, which will include cost allocations from shared infrastructure, direct assignment costs, and a
final rate design.”** Creative Energy submits that “any cost allocation determinations in this orany future
proceedings will resultin an adjustmentforthe ‘core’ customers, and that the Commission must considerthe

rate making principles of fairness and transparency in this proposal.”**?

No intervenercommented on thisissue.
Commission determination

The Panel approves the principle of cost allocations from the core business, given that a portion of the core
infrastructure, corporate overhead and management will be used to provide service to NEFC. Further, the
Panel considers the fundamental rate design principles of cost causation to be appropriate and therefore a
commensurate portion of production and distribution costs based on the proportion of line used to serve NEFC
isa reasonable method. However, the Panel is not persuaded that approval of the proposed allocation rates
for production and distribution costs is appropriate at this time. The approval of the proposed allocation rates
requires consideration of the regulatory principles of fairness, understandability and the recovery of revenue

286 Exhibit B-6, BCUCIR 1.15.2.

287 Exhibit B-6, BCUCIR 1.15.3.
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289 Exhibit B-6, BCUCIR 1.15.2.
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requirements. Accordingly, the allocation rates should be determined in the upcoming core RRA and NEFC rates
and rate design application, subject to the further directions provided below. Setting allocation methodologies
and costsin a proceeding that examines the rate design of both the core and NEFC will allow a more holistic
approach and provide for proper representation and intervention on behalf of core customersin addition to
potential NEFC customers.

In the upcoming RDA and RRA application, Creative Energy is directed to:

1. Include a discussion on whetherthe rates for both the core and NEFC should be considered as a
separate classes of service undersection 60(1)(c) of the UCA.

2. Provide a clearerlabelling of the proposed cost allocations. The intent of the proposed cost
allocationsistoreimburse the Core business forthe costsincurred by those customers to provide
service to NEFCfrom the existing steaminfrastructure. Therefore the labelling of this fixed cost
allocation asa “Meter Cost” allocation appears to be misleadingasit has nothingto do with meters
or metercosts. In making this determination, the Panel notes that Creative Energy concedes that
the betterterminology could be “Core Cost Allocations to NES” and the Panel finds thata more
appropriate label than “Meter Cost”.

3. Provide more clarity on the cost causation of the parameters of the Massachusetts formula,
including a confirmation of whether the proposed methodology has beenreviewed by its
auditors. The Massachusetts formula has generally been accepted by the Commission as a
methodology forallocating costs that are not easily ordirectly assignable, such as overhead costs.
However, the costdrivers to be usedin the formulaare not as obvious.

4.5.4.2 FuelRecovery CostAllocation principle orformulae

Creative Energy alsorequests approval of the NES Fuel Recovery Cost Allocation methodology proposed for the
recovery of NEFC’s share of fuel costs from the existing core steam plant. This was subsequently revisedin
response to BCUC IRs in orderthat the energy content of the condensate return could be factored soas to be
based on net pounds of steam.””*

Creative Energy also statesthatit is prepared to accept direction on furtherrefinementto clarify and implement
the cost allocation principles as part of the approvalsin this Application or alternatively, it would putforward
furtherrefinements as part of a future rates application.”**

In the Creative Energy 2015-2017 RRA Decision (RRA Decision), the Commission addressed certainissues
regardingthe Fuel Cost Adjustment charge which, togetherwith the Base Costimbedded inthe Steam Tariff,
recovers the fuel costs forthe existing core steam utility. In particular, that decision stated that “[t]he nature
and magnitude of the Fuel Cost Adjustment charge raises anumber of questionsinregard tothe
appropriateness and applicability of the current fuel cost treatment methodology in the future, particularlyin
light of the contemplated business transformation.””?*> The Commission also noted that “[t]he Fuel Cost
Stabilization Account or ‘bufferaccount’ that Creative Energy employs to track the imbalance between fuel costs

2%3 Exhibit B-6, BCUCIR 1.14.18.
29 Exhibit B-6, BCUCIR 1.14.11.1.
% Creative Energy2015-2017 Revenue Requirements Application (2015-2017 RRA), Decision dated June 9, 2015, p. 15.
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and recoveries of fuel costs balance, isin the Panel’sview, an unconventional means forathermal energy utility
to manage and recover fuel costs.”?*®

In that RRA Decision, the Commission expressed a number of specificconcerns regarding Creative Energy’s
treatment of Fuel Costs including:

e Therelative effectiveness of Creative Energy’s use of the “bufferaccount” to smooth fuel cost
volatility;

¢ Theallocation of the recovery of the fuel costs between the Base Costinthe Steam Tariff and the
Fuel Cost Adjustmentcharge;

e Creative Energy’s apparentlack of an attemptto forecast of the natural gas component of the fuel
costs overthe RRA test periodin spite of the significant of the Fuel Cost Adjustment charge portion
of the customerhbill; and

e The potential impact of a transition from natural gas to low-carbon fuel sources on the recovery of
these costs.””’

In the RRA Decision, the Commission directed Creative Energy to “file aPhase | rate design application within
one yearfrom the date of this Decision [June 9, 2016] specificallyinregard tothe recovery of fuel costs. The rate
designshouldinclude 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.”*”®

Commission determination

The Panelisin agreementwith Creative Energy’s stated principle thatthe NEFC NES will recoverits appropriate
share of fuel costs. However, approval of the proposed fuel cost allocation methodologyis denied. Given the
Commission’s concern with the current methodology for the recovery of fuel costs for the existing core steam
utility and the expected filing of Creative Energy’s 2016 RRA for the core and the RDA for the core and NEFC, the
Panelisof the view thatthe fuel cost allocation methodology is more appropriately addressed in that
proceeding.

4.5.5 Operator, maintenance, lease and other costs

|Il

Direct operating costsinclude fuel costs as well asa number of “non-fuel” costs. During Energy Supply Phase 1,
the only direct fuel consumption by the NEFC will be electricity to fuel the DES pumps. Creative Energy
calculates annual electricity costs using BCHydro’s Large General Service Rate, including BC Hydro’s forecasts of
residential electricity rate increases to escalate the Large General Servicerate. For years where no BC Hydro

forecastrate increase is available, Creative Energy assumes increases of 3 percent forannual inflation.***

Creative Energy forecasts the following non-fuel operating costs to be incurred annually to operate the NEFC: (i)
maintenance costs forthe S2ZHW converter stations, hot water distribution system, and customer energy

29 Creative Energy 2015-2017 RRA, Decision dated June 9, 2015, p. 19.
>\ bid., pp. 24-25.
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transferstations; (ii) insurance costs; (iii) administration costs; (iv) municipal access fees (in lieu of property
taxes); and (v) lease payments for the space required for the two steam-to-hot water converter stations.>®

Creative Energy forecasts that during Phase 1, the non-fuel operating costs will increase from $63 thousandin
the initial year 2016 to $181 thousand by year 2020.>°* Creative Energy states that the NEFC does not require a
full-time operatorin the initial years and that the forecast maintenance costs have been calculated by
multiplying the plantin service cost forall assets by 1 percent, escalated atinflation. Creative Energy submits
that the proposed method for forecasting maintenance costsis reasonable and is consistent with other systems.
Creative Energy also submits that the maintenance costs can be reviewed periodically and updated for
subsequentrevenuerequirementapplications. Further, it views maintenance costs as a controllable costand
therefore any variances between forecast and actual maintenance costs would not be included as an adjustment
to the RDDA.>*

Similartothe calculation of maintenance costs, Creative Energy forecasts NEFC-specificadministration costs by
multiplying maintenance costs by 25 percent. The administration cost calculationisintended to capture the

costs of billing and customer management directly allocated to the NEFC.>** These activities include billing
processing, meterreading, setting up the tariff and customer management with respect toinquiries or customer

relations.®®*

When asked why Creative Energy calculates the NEFC-specificadministration costs as being 25 percent of annual
maintenance costs, Creative Energy responded that “administration costs can be driven up through activities

305 .
"> Creative

relating to maintenance” and that system maintenance would “drive increased back office support.
Energy submits thatanother method for calculating ad ministration costsis to directly allocate costs that are
directly benefitingthe NEFCwhere possible.**® Creative Energy explains that employees will be tracking their
time spent on NEFC administrative activities as a percentage of their overall time but will not be trackingtime

spentonan hourby hourbasis due to the factthat doing so would be administratively burdensome.>”’

Creative Energy estimates the amount of time spent on administrative activities per month to be 10 to 15
hours.**® Additionally, there is expected to be non-labour administrative costs such as office supplies, telephone
and IT costs.>*

No interveners commented onthe proposed forecast of direct operating costs in their final arguments.
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Commission determination

The Panel makes no determination on Creative Energy’s forecasts for direct operating costs at this time. While
the Panelfinds the various categories of direct operating costs to be reasonable, it considers it most appropriate
to review the forecastamounts, and methods for determining theseamounts, in the context of arate
application. Accordingly, the Panel directs Creative Energy to file an updated forecast for direct operating
costs, as well as a detailed explanation of the proposed method for determining each type of operating cost,
as part of the rate applicationfor the NEFC.

45.6 Fixedversusvariablerate design

Creative Energy proposes atwo-part rate design consisting of afixed charge and a variable energy recovery
charge based on a share of its fixed and variable indicative costs.>* It explains that variable costs vary with actual
consumptionand could be avoided through changesin consumption:these includethe NES Fuel Recovery Cost
Allocation, some components of the NES Meter Cost Allocation and the Carbon Reduction Rider. Fixed costs are
those that do not vary with actual load (e.g., carrying costs for sunk capital and fixed operating costs). On a net
presentvalue basis over 15 years, NES costs are approximately 63 percent variable and 37 percent fixed.*"!

Creative Energy states that this fixed/variable rate design is comparable to the rate design for other new hot
watersystemsin BC including the CoV’s SEFC.>"?

No interveners made asubmission on Creative Energy’s proposed rate design.
Commission determination

The Panel approves the proposed two-part rate design consisting of a 37 percent fixed charge and a 63
percentvariable energy recovery charge based on a share of its fixed and variable indicative costs.

The Panelis persuaded that the proposed rate design will reasonably recoverthe commensurate portion of fixed
and variable costs of the NEFC system.

In approvingthis component of the rate design, the Panel notes that establishing a fixed component to the rate
structure provides revenue stability and revenue assurance. As long as the fixed componentis not overly
burdensome, the Commission has previously generally been acceptable to rate structures that closely mirrorthe
recovery of cost characteristics. Forexample, in the Corix UniverCity Decision, the Commission agreed that there
ismeritin designingarate that structure that better matches revenue streams with cost characteristics.*** Other
examplesinclude Dockside Green, River District and Corix UBC.

310 Exhibit B-1, p. 17.
> Exhibit B-1, pp. 17, 86.
312 ExhibitB-1, pp. 5, 17.

o rix Application fora CPCN to Construct and Operate a District Energy System for the UniverCity Neighbourhood Utility Service
Projectin BurnabyBC, Decision dated May6, 2011, p. 45.
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4.6 Exemption from Long-Term Resource Plan requirements

Creative Energy seeks an exemption from filing along-termresource plan (LTRP) untilcompletion of further
feasibility work onlow carbon sources and the filing of a CPCN Application for Energy Supply Phase 2 of this
project.’* It proposes to file a second CPCN application forapproval of a future low carbon energy source to
meetthe NEA carbon performance requirements (Energy Supply Phase 2), currently anticipated to be in-service
inJanuary 1, 2020.>"

In the Commission’s RRA Decision, Creative Energy was directed to file an LTRP pertaining to the existing steam
utility by nolaterthan June 9, 2017 and priorto makingan investment decision regardingany low carbon fuel

switch that may impact the existing steam customers. >

The Commission also expressed concerns with Creative Energy’s assertion that “many of the issuesand
outcomes of a resource plan will be addressed inindividual CPCN applications” and stated that this approach
suggeststhatthe planningissues specificto the existing core steam utility willnot be addressed untilitfiles the
Energy Supply Phase 2 CPCN sometime in the future. The Commission found the suggested delayinfilingan
LTRP for the existing core steam utility to be unacceptable, because “the existing core steam utility is clearly part
of the broadertransition plan and the core steam utility customers are likelyto be impacted in a variety of ways
including:

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

e transferpricingpolicies forshared 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.”*"’

Creative Energy clarified that the Energy Supply Phase 2 CPCN would assess the range of cost-effective resource
alternativestogetherwith reliability and security issues, risk factors, major uncertaintiesasintendedinalong-
termresource plan but would be limited to consideration of resource options which are consistent with
contractual commitmentsinthe NEA.**®

Creative Energy also confirmed itis “seekingan exemption fromfilingalong-term resource plan with respect to
only the NEFC utility and thatthe request does notapplyinregard to a long-termresource planforthe core

steam utility.”*"’

Intervenerarguments

In the Procedural Conference, CECraised concerns that Creative Energy has no LTRP and submitted that “the
Commissionis being asked to assess the CPCN application in the context of not havinginformation it would

1 Exhibit B-1, p. 17.
315 Exhibit B-1, p. 15.
316 Creative Energy, 2015-2017 RRA, Decision dated June 9, 2015, p. 15.
317 .
Ibid., p.14.
318 Exhibit B-6, BCUCIR 1.34.3.
319 Exhibit B-6, BCUCIR 1.34.1.
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typically have inthe face of a CPCN, that is going to lock in how this utility will operateforthe foreseeable
future.”**

In its final argument, CEC recommends that the Commission deny an exemption from the filing of any LTRP>**
because “the Long Term Resource Planisan integral planning document for the utility andisimportant for
ratepayersin havinga broaderview of the utility and beingable toinfluencedirectioninatimely manner.” CEC
alsosubmitsthatthe NEFCisa highlyimportant element of Creative Energy’s future directions and the
opportunity fora review of the LTRP should not be delayed fortwo years. CEC argues that Creative Energy has
not provided an adequate justification for not filing an LTRP forthe NEFCas required.**

CEC also notesthat Creative Energy’s requested directive does not have aspecificdeadline and as such that
wording provides significant opportunity forthe LTRP to be furtherdelayed. CECrecommends thatif the
Commission does approveadelaytothefilingof the LTRP, it provide aspecificdeadline by which it must be
completed.*”?

FEI submits thatapproval of the NEA ties the Commission’s handsin regard to the scope of a LTRP, because
“[a]ny decision made now regarding the build outand Energy Supply Phase 1will also have the practical effect
of limiting the scope of potential options for Energy Supply Phase 2”, citing Creative Energy’s statement that

“[t]he Creative [Energy] contractual commitmentsinthe NEA will restrict the range of resources that might be

consideredinalong-term resource plan filed subsequent to approval of the NEA.”*°

FAES also makes submissions regarding the limiting effect of the NEA on the review of resource options for the
NEFC area:

Creative Energy suggeststhatits relationship tothe CoV’s policies is analogous to BC Hydro’s
relationship tolong-termresource plans. BCHydrois obliged to meet certain renewable energy
objectives... The Commission is statutorily required to considerlong-term resource plans and the
BCEO when decidingwhethertoissue aCPCN toan applicantfora CPCN. Nothingin the law
suggests thatthe Commission’s jurisdiction is modified or overridden by municipal policies,
whatevertheir purpose. Municipal policies are not long-term resource plans, norare they
equivalentto the BCEO, both of which are prescribed by statute. There is simply no parallel with
BC Hydro. In any event, Creative [Energy] confirmed that the projectthatis before the
Commissioninthis Applicationis agas-fired DES that will not reduce GHG emissions and does
not satisfy British Columbia’s energy objectives as discussed in section 6.2.6.>**

Commission determination

Creative Energy must comply with an order, issued in its most recent RRA Decision, to provide an LTRP for its
core business. The Panelnow considers whether this LTRP does, or should, alsoinclude the NEFC DES.

320 procedural Conference, Transcript Volume 1, p. 67.
321 CEC Final Argument, para. 126.

322 CEC Final Argument, pp. 44-45.

*2% |bid., p. 45.

324 FAES Final Argument, pp. 35—-36, para. 115.
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In this proceeding, Creative Energy argues that “[t]he Applicationis not fora new Stream B utility. Itisan
extension and new class of service foran existing Stream B utility.”**’ It also submits that that itis not possible or
appropriate to seta project-specific capital structure, debt rate or ROE given the tight linkage between the core

steam utility and this project.?**

Considering the arguments put forth by Creative Energy regarding the relationship of the NEFC to the existing
utility, and that NEFC will be physically connected to the existing utility infrastructure, and that the NEFC will
be physically connected to the existing utility infrastructure, the Panel finds that the NEFCis not a separate
utility from the existing utility. In this circumstance, the Panel is also finds that the LTRP filing previously
directed for the utilityincludes NEFC.

5.0 ISSUE ARISING
5.1 Allocation of Hearing costs

Creative Energy states that FEl and FAES are “very unusual participantsin this process, because they do not
represent customers. Their history with the project will perhaps become relevant later. We have not objected to
theirintervention, buttheirintervention has been surprising to Creative Energy, and thatis why we, in our letter
of May 29th, suggestthatyou consider costs relevantto this procedure.”

Creative Energy contends that “[t]hey have already made this process much more controversial than another
would be. And that’s not necessarily abad thingand we have not objected to theirintervention. ...we believe
that you should give full consideration...to imposing costs from this process on FEI. FEl is a utility that’s much
largerthan Creative Energy. The costs of this process are significantto Creative Energy. Itisinthatlight that
we’re very concerned about the costs.” Creative Energy argues that they had expected the proceeding would
proceed by way of SRP and that wasn’tthe case “largely because of FEl and FAES, and costs...should be a

. . . . . . 327
consideration...inyourfinal conclusions with respect to the process.”

FEI submits “Creative [Energy], in putting forward an application with the novel relief of asking for exclusivity
overendusesina way that impacts a number of stakeholders, including FEI, should be required to answerforit
ina fulsome process and should pay the costs of doing so, and that it would be highlyinappropriate...torequire
FEI to pay a portion of the hearing costswhen all it is doingis defending the rights and duties that it has
currently underits CPCN.”**®

Commission determination

The Panel denies requests made to charge any portion of the proceeding costs to any party other than the
applicant. In makingthis determination, the Panel notes that parties contributed to a robust evidentiary record
which provided sufficient evidence onsignificant publicinterestissues raised, to which the participants
significantly contributed, thereby contributing to a better understanding by the Panel. Further, many parties

3% Exhibit B-24-1, FAESIR 1.2.1.
326 Creative Energy, Final Argument, pp. 87-88, paras. 318-319.
327 Procedural Conference, Transcript Volume 1, pp. 19-20.
328 .
Ibid., p.42.
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have incurred significant costsin orderto participate, and in the Panel’sview, no party behavedin afrivolous or
vexatious manner.

6.0 REPORTING REQUIREMENTS
6.1 CPCN Annual Project Progress reporting

As notedinSection 2.2, the project build out will take place overanumber of years and small deviations from
forecast can translate into long term carrying costs for ratepayers. The Panel is of the view that, during the
project build out consistent progress reporting isrequired. To strike an appropriate balance between the
Commission’s oversight of the execution of the project and Creative Energy’s responsibility for the ongoing
management of the project, annual reportingis appropriate. Accordingly, the Panel directs Creative Energy to
provide annual progress reports.

Each Annual Progress Reportisrequiredto detail:

i. Actual costs incurred to date compared to the CPCN estimate highlighting variances with an
explanation and justification of significant variances;

ii. Updatedforecastof costs, highlighting the reasons for significant changesin project costs
anticipatedtobeincurred; and

iii. The status of projectrisks, highlighting the status of identified risks, changesinand additionsto
risks, the options availableto address the risks, the actions that Creative Energy is takingto deal
with the risks and the likely impact on the projects’ schedule and cost.

The Annual Progress Reports should be structured similarto the requirements outlined in AppendixAto Order

C-2-09. The firstreportisfor the period ending December 31, 2015. Annual Progress Reports are to be
submitted within 30days of the end of each reporting period.

The Panel directs Creative Energy to provide Material Change Reports on an exception basis, identifying
deviations from forecasts that could affect costs and rates. A Material Change Report should identify and detail
any significantdelay (e.g. asix month delay in receiving materials ora six month delay to the anticipated
connection date of a building as compared to what was forecastin the CPCN application) oramaterial cost
variance (e.g. ETS or DPS actual costs being 30 percent or more higherthan the estimatesthatapproval of this
CPCNisbased on). Changes of this nature must be reported to the Commission as soon as practicable or within
60 days or, if within 60 days of the Annual Progress Report, be included in the Annual Progress Report. The
Material Change Report must highlight the reasons forthe delay or material cost variance, Creative Energy’s
consideration of the options available and actions Creative Energyistakingtoaddressthe issue.
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7.0 SUMMARY OF DIRECTIVES

Thissummaryis provided for the convenience of readers. Inthe event of any difference between the Directions
inthis Summary and those inthe body of the decision, the wordingin the decision shall prevail.

Directive Reference

The Panel finds that the load forecast is reasonable Page 11

For the reasons set out in the subsequentsections, the Panel finds that a CPCN for the
NEFC DES Project limited in scope to exclude Chinatown, and as otherwise described
in the Application, is in the public interest. A CPCNis granted to build infrastructure in | Page 14
NEFC inthe amount of $9,345,400 plus PST, interestduring construction and
capitalized development costs.

Accordingly, the Panel finds the proposed used of hot water to be appropriate in this Page 15

circumstance.

The Panel finds that Creative Energy cannot extend its existing steam facility into
NEFC withouta CPCN as Creative Energy does not have a Commission approved Page 16
extension policy.

The Panel finds there is not sufficient evidence on the record to establish whetherthe
proposed NEFC DES meets the CPCN exclusion criteria as outlined in the TES Page 16
Guidelines

For these reasons, the Panel finds that connecting to the Beatty Street plant through
two new steam to hot water converter stations, as opposed to using temporary or Page 17
. . . . . age

permanentgas boilers, is an appropriate choice and also notes that it is the 8

applicant’s proposed approach.

The Panel finds that optimizing the size of the steamto hot water converter stations
to meetthe anticipated demand can provide benefits to ratepayers through reduced
carrying costs. As such, the Panel approves Creative Energy to phase the installation Page 19
of the steamto hot water converters and distribution pumpsinto the steamto hot
water converter stations to meetthe anticipated demand.

Accordingly, the Panel finds sufficient justification for the Projectto proceed. Page 21

However, the Panel determines that Phase 1 of the Project aligns with BC Energy
Objective (a), to achieve electricity self-sufficiency, by reducing the amount of Page 24
electricity potentially used for heating.

The Panel finds that public consultationfor the Project is adequate, in the context of a

.. . Page 28
CPCN application for a DES project.
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Accordingly, provided there has been adequate consultation regarding the Project,
the Panel does not necessarily require Creative Energy to have conducted that
consultationitself.

Page 28

The Commission finds that the Project capital cost estimates are acceptable.

Page 33

The Panel approves in principle the capitalization of project development costs
incurred by Creative Energy for direct recovery from NEFC ratepayers. The Panel
makes no determination at this time on the appropriate recovery period or on the
amount of project development costs to be recovered from NEFC ratepayers as these
costs are not yet known with a sufficient degree of certainty. Creative Energy must file
for final approval of project development costs as part of a future rate application.

Page 35

The Panel finds that Creative Energy’s risk analysis is adequate to enable full
consideration of this matter.

Page 38

The Commission finds that the CPCNiis in the public interest, forthe reasons as
outlined below.

Pages 38

While the Commission has general authority to determine mandatory connection
issues as they relate to the publicinterest component of CPCN applications and
related franchise agreements, the Panel finds that this Application does not require
the Panel to approve a mandatory connectionrequirementfor this Project.

Page 38-39

In summary, the Commission grants a CPCN to Creative Energy for the Projectas
outlinedinthe Application, subjectto the exclusion of the Chinatown area from the
extension policy as set out inthe nextsection.

Page 39

For the reasons outlined below, the Panel denies approval of the NEA.

Page 40

The Panel denies the creation of the Carbon Reduction Riderand associated Carbon
Reduction Fund.

Page 44

The Panel finds that while the CoV may have jurisdiction to invoke mandatory
connection, through its policies and zoning conditions or bylaws, the Commission has
jurisdiction to consider mandatory connectionin the context of franchise agreements
and related and ancillary agreements, forthe purposes of compliance with section
45(8) of the UCA.

Page 48

With regard to the submissions of the parties that section 153A of the CoV Charter
does not support the imposition of end-use restrictions, the Panel is not approving
the NEA, and therefore makes no determination on thisissue.

Page 49

The Panel declines to approve the NEA as long as it contains a Cost Premium Cap.

Page 52

The Panel declines to make a determination on the appropriate Benchmark Energy
Cost in this proceeding. The Panel has already denied inclusion of the Cost Premium
Cap in the NEA, therefore finds no need to specify a Benchmark Energy Cost at this
time.

Page 53
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The Panelis not approving the NEA for the reasons outlined above relating to the CRR,
the Benchmark Rate, Cost Premium Cap and potential linkage to mandatory
connection policies, including the NE Bylaw.

Page 53

Therefore, approval of the Connection Agreementis denied. Creative Energy may
resubmitthe Connection Agreement with its nextrate application; at such time that
Creative Energy files the Connection Agreement, Creative Energy must include the
following evidence to support approval of this agreement:

1. A comparison of the statutory right of way provisions of tariffs of other
similar utilities, with a view of supporting that this provisionis in the
publicinterest and meets the standards applicable in sections 59-61 of the
UCA.

2. Afulsome analysis of an alternative to the requirementthat developers
must not apply for a building permit until Creative Energy has approved
the developer’'s design.

3. Arevisedsection 2.2 that indicates that the requirement to have exclusive
end-use is a part of the CoV policy and bylaws, and that the developeris
required to comply with such policy/bylaws.

4. Evidence that the designguidelinesand review processis consistent with
other similar utilities.

Page 55-56

The Panel does not approve the proposed Chinatown Extension Policy.

Page 58

Accordingly, the Panel finds any district energy system planned for Chinatown to be a
separate development at this time.

Page 59

The Panel approves the establishment of the RDDA and approves the accrual of
carrying charges on the RDDA based on Creative Energy’s after-tax weighted average
cost of capital.

Page 60

The Panel makes no determination on any potential impact of the stranded asset
indemnity provided by the CoV on Creative Energy’s ROE or equity thickness.

Page 62

The Panel approves Creative Energy’s request to base its long-term debt costs
equivalenttoits overall projected third party debt costs, which are currently forecast
at 4 percent.

Page 63

The Panel approves the principle of cost allocations from the core business, given that
a portion of the core infrastructure, corporate overhead and management will be
used to provide service to NEFC.

Page 64

However, the Panelis not persuaded that approval of the proposed allocation rates
for production and distribution costs is appropriate at this time.

Page 64

In the upcoming RDA and RRA application, Creative Energy is directed to:

1. Include a discussion on whetherthe rates for both the core and NEFC
should be considered as a separate classes of service undersection
60(1)(c) of the UCA.

2. Provide a clearerlabelling of the proposed cost allocations.

Page 65
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3. Provide more clarity on the cost causation of the parameters of the
Massachusetts formula, including a confirmation of whether the proposed
methodology has beenreviewed by its auditors.

However, approval of the proposed fuel cost allocation methodologyis denied.

Page 66

The Panel directs Creative Energy to file an updated forecast for direct operating
costs, as well as a detailed explanation of the proposed method for determining each
type of operating cost, as part of the rate applicationfor the NEFC.

Page 68

The Panel approves the proposed two-part rate design consisting of a 37 percent fixed
charge and a 63 percentvariable energy recovery charge based on a share of its fixed
and variable indicative costs.

Page 68

Considering the arguments put forth by Creative Energy regarding the relationship of
the NEFCto the existing utility, and that the NEFC will be physically connected to the
existing utility infrastructure, the Panel finds that the NEFC is not a separate utility
from the existing utility. In this circumstance, the Panel also finds that the LRTP filing
previously directed for the utilityincludes NEFC.

Page71

The Panel denies requests made to charge any portion of the proceeding costs to any
party otherthan the applicant.

Page 72

The Panel directs Creative Energy to provide Material Change Reports.

Page 72
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DATED at the City of Vancouver, in the Province of British Columbia, this 8th day of December 2015.

Original Signed By

D. M. MORTON
PANEL CHAIR / COMMISSIONER

Original Signed By

C.A.BROWN
COMMISSIONER

Original Signed By

I. F. MACPHAIL
COMMISSIONER



SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER C-12-15

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

website: http://www.bcuc.com

IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

Creative Energy Vancouver Platforms Inc.
Application for a Certificate of Public Convenience and Necessity
for a Low Carbon Neighborhood Energy System
for Northeast False Creek and Chinatown Neighborhoods of Vancouver

BEFORE: D. M. Morton, Panel Chair/Commissioner

C. A.Brown, Commissioner December 8, 2015
I. F. MacPhail, Commissioner

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY

WHEREAS:

A. On April 17, 2015, Creative Energy Vancouver Platforms Inc. (Creative Energy) applied to the British

C.

Columbia Utilities Commission (Commission) foran orderapproving anew Neighbourhood Energy
Agreement (NEA)between Creative Energy and the City of Vancouver (CoV) undersection 45(7) and
granting a Certificate of Public Convenience and Necessity (CPCN) under section 45(9) of the Utilities
Commission Act (UCA) to construct and operate a new Neighbourhood Energy System (NES) to serve new
developmentsinthe Northeast False Creek (NEFC) and Chinatown neighbourhoods of the CoV (Application);

The Application seeks approval for the entire NEFC hot water network, including two new steam to hot
water converter stations, new upstream steaminfrastructure connecting NEFCto the e xisting Creative
Energy steam plant, and Energy Transfer Stations within all connected buildings. The entireenergy needs for
the new NES will initially be met from Creative Energy’s existing steam plant. The current estimate, including
contingency, forthe new infrastructure required to serve NEFCis $11,281,283 in real 2015 dollars. Under
currentdevelopment expectations, the network will be built out by 2024;

In its final argument, Creative Energy clarified the directives sought:

i.  Approval ofthe NEA betweenthe CoV and Creative Energy undersection 45(7) of the UCA;

ii.  Grantingof a CPCN for NEFCundersection 45(9) of the UCA for the full build out of the distribution
networkinthe NEFC subareaoutlined within the NEA;

iii.  Approval of the NEFC & Chinatown Connection and Service Agreement under sections 59-61 of the
UCA as filed by Creative Energy on September 8, 2015;

w2



Vi.

Vii.

BRrITISH COLUMBIA
UTILITIES COMMISSION

ORDER
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Approval of the NEFC Extension Test undersections 59-61 of the UCA and consistent with the
Thermal Energy System (TES) Guidelines asfiled in Section 2.6 of the Application, which will govern
extensions to the Chinatown subareawithinthe NEA. Forthe purpose of the extension test only

with the TES Guidelines, the Commission finds the initial TES capital cost is $11,281,283 inreal 2015
dollars;

Approval of the creation of a revenue deficiency deferral account (RDDA) under sections 59-61 of
the UCA, as describedin Section 5.14 of the Application and Creative Energy’s after-taxweighted
average cost of capital (WACC) as the carrying cost for the RDDA,;

Require Creative Energy tofile the Long-Term Resource Plan (section 44.1 of the UCA) for NEFCas
soon as practicable after completion of further feasibility work on low carbon energy sources and
with the filing of an application fora CPCN for Energy Supply Phase 2 as described in Section 2.5 of
the Application; and

The Commission imposition of the following conditions under section 45(9)(ii) of the UCA for rate -
making purposes for NES as described in Section 5 of the Application:

e A deemedcapital structure of 57.5 percentdebtand 42.5 percentequity fordirectly
assigned capital costs;

o Long-termdebt costs equivalentto Creative Energy’s overall projected third party debt costs
(currently forecastat 4 percent) fordirectly assigned capital costs;

e Avreturnon equity (ROE) of 9.5 percent fordirectly assigned capital costs, which isequal to
the currently approved Creative Energy ROE for core ratepayersandis also equivalent to the
currentbenchmark equity return plus 75 basis points awarded to new stand-alone small-
scale Stream B TES with comparable risks;

e Operatingcostsas describedinthe Application, whichincludes the following:

o incremental costs directly associated with NEFC NES as described in Section 5.5 of
the Application;

o NES Fuel Recovery Cost Allocation as set forth in Exhibit A2-1; and

o NES Meter Cost Allocation as setforth in Section 5.4 of the Application consisting of
the following four components:

= Steam Production Costs;
= Steam Distribution Costs;

= Corporate overheadsincluding office, building, selling and general expenses,
insurance, property and income taxes, using the Massachusetts formulaasa
basis of allocating Corporate Overheads; and

= ManagementSalaries;
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o The creation of the Carbon Emission Riderand associated Carbon Reduction
Fund, as requiredinthe NEA, which will accumulate interest equal to Creative
Energy’s weighted average cost of debt;

o Thetwo part rate designas describedin Section 5.13 of the Application,
consisting of a fixed charge and a variable energy recovery charge based on the
approximate share of fixed and variable costs in the indicative NEFC pro forma,
whichiscomparable tothe rate design for other new hot watersystemsin BC;
and

o Thedirectassignmentofthe initial capital costs, including project development
costs incurred to date of approximately $935,209 in 2015.

D. The Application was reviewed through two rounds of Commission and intervenerinformation requests, a
Panelinformationrequest, intervener evidence and rebuttal evidence submissions, one round of
information requests onintervener evidence, an Oral Hearing and written argument;

E. The Commission hasreviewed the Application and has determined thatitisinthe publicinterestto grant
approval of this CPCN Application and finds thatit is not necessary for the publicconvenience and does not
properly conserve the publicinterest to approve the NEA.

NOW THEREFORE the British Columbia Utilities Commission orders as follows:

1. Pursuantto section 45 of the Utilities Commission Act, a Certificate of PublicConvenience and Necessity for
the Neighbourhood Energy System, to serve new developmentsinthe Northeast False Creek neighborhood
of the City of Vancouver, is granted to Creative Energy Vancouver Platforms Inc.

2. The Neighborhood Energy Agreement between Creative Energy Vancouver Platforms Inc. and the City of
Vancouverisnotapproved.

3. Creative Energy Vancouver PlatformsInc.isdirected to comply with all the directives of the Commission set
out inthe decisionissued concurrently with this order.
DATED at the City of Vancouver, inthe Province of British Columbia, this 8th day of December2015.
BY ORDER
Original Signed By:

D. M. Morton
Panel Chair/Commissioner

Orders/C-12-15_Creative Energy NES NEFC CPCN
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Creative Energy Vancouver Platforms Inc.
Application for a Certificate of Public Convenience and Necessity
for a Low Carbon Neighbourhood Energy System for
Northeast False Creek and Chinatown Neighbourhoods of Vancouver

Regulatory Process

EVIDENCE OF ALTERNATIVES TO A DISTRICT ENERGY SYSTEM (DES)
On-site boilers using natural gas

In regards to the natural gas on-site boileralternative, Creative Energy Vancouver Platforms Inc. (Creative
Energy submits:

[Tlhat nothingturns on the evidence from FEl for on-site gas boilers since these do not meetthe
CoV objectives orrequirements. This benchmark was also not considered in other proceedings
for new TES. Regardless, Creative [Energy] submits there is asignificantrange in this benchmark
attributable to the variabilityin actual capital costs, ratio of peak to annual energyineach
situation (whichisakeydriver of differencesin effective rates), uncertainty in future natural gas

prices and carbon prices, and variability and uncertainty in lifecycle maintenance costs.**’

Renewable Natural Gas (RNG)

FortisBCEnergy Inc. (FEI) submitsthatits levelized rate analysis:

... demonstrates that there are other more cost effective, lower carbon alternatives available
than a districtenergy system served by the Beatty Street plant. Natural gas in-building systems,
inaddition to producing lower carbon emissions than Energy Supply Phase 1, would be less
costly for consumers. Low carbon options like RNGwould permit developersto secure
significantly reduced carbon emissions and, depending onthe blend of RNG, at a lowerrate than
Creative is anticipating for the high-carbon Energy Supply Phase 1.*

It argues that:

e 100% RNG could be used by a developerorconsumerto virtually eliminate carbon emissions for
essentially the same rate as Creative [Energy]’s Energy Supply Phase 1; and

e 100% natural gas with a significant offset purchase is also less costly than Creative [Energy]’s
331

expectedratesfor Energy Supply Phase 1.

Commercial Energy Consumers of British Columbia (CEC) submits, “[t]he alternatives forthe longertermlow
carbon solutions have evidence on the record forsolutions which would be far more certain, far more flexible
and more cost effectivein reducing greenhouse gas emissions.” It contends that one such example is steam
service using RNGand anotherexampleis on-site natural gas boilers using RNG. It argues that the premium for

329 Creative EnergyReply Argument, p. 28, para. 86.
330 FEI Final Argument, pp. 28-29.
331 FEI Final Argument, pp. 29-30.



APPENDIX A
Page 2 of 6

RNG fired steam service is $22/MWh over gas fired steam service; it can be implemented immediately and is
less expensivethanthe Creative Energy DES. It submits that on-site natural gas boilers using RNG would cost
$106/MWh which is approximately equivalent to the low bookend Creative Energy provided forthe fuel switch
and that this can be contractor by a developerand turned overto a building owner or strata council.>*?

Creative Energy submits that while on-site boilers using natural gas are a technically viable project alternative,
they do notand will notachieve the performance requirements. However, the cost of this alternative i s a useful
comparison, and servesas a building block to calculate the cost of on-site boilers using RNG, which potentially
could achieve the performance requirements if RNG purchase was made mandatory.>**

Creative Energy argues: “... thata reasonable range for the levelized cost for onsite boilers with 100% natural gas
isfrom $83 per MWh to $98 per MWh”*** and the key differences between FEI's $60/MWh estimate and these
values are: FEl uses per MWh of fuel consumption vs. per MWh of end-use heating service, different carbon and
natural gas commodity forecasts, and boiler plant capital, finance and maintenance costs. **>

Creative Energy furtherargues, “[g]iven thata natural gas-fired on-site boileris nota credible alternative tothe
NES in NEFC and given that the only other FEl alternative advanced by FEl is RNG, it follows thatthe only FEI
evidence thatneedsto be considered is RNG evidence, and only RNG evidence thatisrelevanttoRNG as a
potential alternative to the performance objectives of the NEFC NES.”**°

In regards to the natural gas on-site boiler using an RNG alternative, Creative Energy submits, “FEl has provided
no evidence whatsoever that voluntary use of the RNG program will achieve the performance requirements.”

Creative Energy submits that: “Under cross-examination on the RNG program, the FEI Witness Panel confirmed
that the current rate of take-upinthe residential marketis 1% or less,” and that the panel offered that “we’d
certainly hope that uptake would be greaterthan 2 percent.” Creative Energy also notes that the existing RNG
program isvoluntary, the “FEI Witness Panel also confirmed that for residential customers participatingin the
RNG program,” the most common blend of RNG is 10 percentand “the customertake-up rate would need to be
100% at a 67% RNG blend in orderto be comparable tothe NES in NEFC.”**” In Creative Energy’s view, it seems
that FEI's positionisthatit “would seem to be that the publicinterestis better conserved by this ‘hope’ than by
the NEA and the Performance Requirements contained therein.”***

Creative Energy argues, “on-site boilers with 67% RNG should not be considered areasonable project
alternative. They are atheoretical project alterative, if mandatory connection and use provisions (which have
been proposed by no party) were used to ensure the performance outcomes wereachieved. But the evidence
shows that relying on FEI's voluntary RNG program to achieve the performance outcomes will fail . **°

332 CEC Final Argument, p. 12, para. 37.

333 Creative EnergyFinal Argument, p. 33, para. 123.

334 Creative EnergyFinal Argument, p. 33, para. 124.

335 Creative Energy Final Argument, p. 33, paras. 123-124.
336 Creative Energy Final Argument, pp. 35—36, para. 139.
337 Creative Energy Final Argument, p. 37, paras. 141-142.
338 Creative EnergyReply Argument, p. 29, para. 90.

339 Creative Energy Final Argument, p. 32, para. 121.
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Creative Energy contends that “the Commission should conclude that relying on the RNG programin NEFC does
not conserve the publicinterest when the alternative isa NESin NEFC with the support of mandatory

connections and exclusivity of end-uses.” Creative Energy further submits, “...it will continue to consider RNGas
alow carbon solutionin Energy Supply Phase 2... However, an on-site gas boiler with the existing voluntary RNG

program is simply not ready to be seriously considered as an alternative toa NESin NEFC.”>*

On-site clean thermal energy systems

FortisBC Alternative Energy Services (FAES)supports the FEl view that Creative Energy’s proposed Projectis not
the only optiontosupportthe CoV’s greenhouse gas (GHG)-reduction objectives. FAES contends that
comparable oreven superiorresults can be obtained using existing technologies, without some of the risks,
delays and expensesinherentinthe Project. It contends thatsix of its registered low carbon Thermal Energy
System (TES) and four low carbon TES that it currently has in development serve afloorareaand load
comparable tothose served by Creative Energy’s proposed Neighbourhood Energy System (NES) and are
anticipatedtoachieve an aggregate carbonintensity below the CoV’starget and employ alow carbon
technology immediately upon cominginto service, whereas the Creative Energy NES expressly contemplates
that no low carbon solution will be employed before 2020. FAES also contends that “[a] multi-project approach
would also preserve many of the benefits that would be eliminated werethe proposed NES to be approved”,
citing as examples, competition, flexibility, innovation, and reduced regulatory costs. ***

FAES also submits that “[g]liven that the Application does not provide any direct comparisons with on -site
solutions as alternatives, the [CoV] analysisis the only evidencefor Creative Energy’s claim thata DES is

economically preferableto building-scale TES or other alternatives. However, the [CoV] analysis and the metrics

used therein do not offera full picture of the TES costs or the CO2 emissions of the systems.”>*?

Creative Energy cites an analysis conducted by the CoV which shows that the capital cost pertonne of avoided
GHG emissions is approximately $8,000 to $12,000 for building scale systems, and below $4,000 for DES. *** FAES
submits that this:

...does not support the conclusion that DES generally resultin cost efficient GHGreductions, let
alone a needto preclude otherexistingand future alternatives on that basis. First, the figure
represents NEFC DES as a low carbon DES; however, this DES will be high carbon at the outset
and may neverswitchto a low-carbon energy source. In addition, the graph suffersfroma
number of flaws: it omits capital costs required to construct the distribution piping and
operating costs such as fuel. Creative [Energy] refused to provide an update of this graph to
reflectthese importantomissions. Also not considered are the rates that customers would pay:
the graph makes the erroneous assumption that capital costs are equal to customerrates. ***

340 Creative Energy Final Argument, pp. 37, 39.
34 FAES Final Argument, pp. 36—37, 40.

342 FAES FinalArgument, p. 42.

33 Exhibit B-1, p. 43.

> EAES Final Argument, para. 134.
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Creative Energy argues that FAES “have conducted no analysis of the cost to provide any of theirsolutionsin
NEFC, they admit that some of these solutions may not be applicable oreven possiblein NEFC, and they are not
actually proposing any solution for NEFC.”**

Creative Energy agrees, “FAES Stream A projects do provide benchmarks for other thermal energy systems.”
However, the “FAES alternatives do not achieve the performance requirements.” Creative Energy explains the
methodology used by FAES for GHG intensities is not appropriate because itincludes Telus Gardens, both
heatingand cooling services’and does not attribute any electricity use to heating. Creative Energy also argues
that “The FAES alternatives are also more expensive than the NESin NEFC, even before accounting forthe
additional cost of developer CIACs which are often part of the cost of their TES solutions, butare notrecovered
in FAES' rates.”**

Creative Energy submits, “any of the technologies which FAES has used in Stream A projects, such as geo-
exchange orwaste heatrecovery, are in no way precluded by the CPCN or the franchise agreement. All of these
technologies, as well as otherlow-carbon technologies, or FEI’'s RNG offering can be used by Creative [Energy]

2 n347

for Energy Supply Phase

Creative Energy also argues, “[t]he CoV, through its various policy instruments relating to rezoning and
development, has required that new developments within NEFC connect to a Stream B NES. The installation of
Stream A TES within this areawould not conformto the CoV’s mandate and therefore is notacceptable asa
potential alternativeto Creative Energy’s proposed NES. Evenif Stream A TES were an appropriate basis for
comparison, the alternatives that FAES has presented that are actually viable for NEFC fall short of CoV GHG

7348

intensity targetsfor NEFC.

CEC submitsthat “[i]f other heating systems such as geo-exchange heating are potential solutions ata building
scale and at a neighbourhood scale thenitwould be inthe publicinterest to have them available and
competing. Exclusion of these alternative heating solutions does not conserve the publicinterest.”**’

The electricity option

CEC contendsthat electricity optionisalsoviableasitisthe Creative Energy high bookend optionand hasa
great deal less uncertainty with it. CEC submits this optionis more flexible and controllable which can lead to
greater conservation and efficiency and when properly financially analyzed the electricity optionis
approximatelyinthe middle of Creative Energy’s high and low bookends. As aresult, CEC submits, “The
Commission has ample evidence to conclude thatitdoes not have sufficient support forthe Creative [Energy]
applicationto be assessed as beinginthe publicinterest because thereare potentially better alternatives than
the Creative [Energy] proposal.”**°

Phase 2 Bookends

345 Creative EnergyFinal Argument, p. 39, para. 149.

346 Creative Energy Final Argument, pp. 39-40, paras. 151-154.
347 Creative Energy Final Argument, p. 40, para. 157.

348 Creative EnergyFinal Argument, p. 21, paras. 78-79.

349 CEC Final Argument, p. 28, para. 79.

330 CEC Final Argument, pp. 12-15.
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FEI contends “The Commission should find as a fact that the two Energy Supply Phases are inextricably linked”
and “Any decision made now regarding the build outand Energy Supply Phase 1 will also have the practical
effect of limiting the scope of potential options for Energy Supply Phase 2.”%>*

FEI submits thereisa high degree of uncertainty around Energy Supply Phase 2. For example, itarguesthereis
little explanation of the basis forthe low bookend, the Creative Energy Fuel Switch, and the feasibility analysis
for the Creative Energy Fuel Switch are not due to be completed untilthe end of this year. FEl submits “...there is

no obligationinthe NEA on Creative to pursue the Creative Fuel Switch solution even if it p roves to be viable.”**

FEI submits thata similarlevel of ambiguity exists about the high bookend, the Franchise Area Low Carbon
Solution. FEl contends, “Creative [Energy]looks to have based its high benchmark on the experience with SEFC.
The reasonableness of doing so remains untested.”>>?

FEI contends: “There will be costs associated with Energy Supply Phase 2. Those costs, whateverthey mightturn
out to be, are relevantto the decision currently facing the Commission because they are expected to be incurred
and differbetween the alternatives of (a) buildingthe NES and Energy Supply Phase 1 and (b) not building the
NES and Energy Supply Phase 1.”*>*

FEI argues that Creative Energy’s decisionto split the “low carbon NES” Projectinto two separate applications
and limiting the discussion of expected future costs is detrimental to the Commission’s ability to exercise its
publicinterestjurisdiction. FEI submits that the Commission should notapprove the initial build -out of the NES
without a better understanding of whatiitis being asked to committo.>>

Other intervener comments and Creative Energy reply

The Urban Development Institute (UDI) submits that developers (and by extension future customers) within
Northeast False Creek (NEFC) and Chinatown would face higher pricesin both Phase 1and Phase 2 thanin areas
outside the Franchise Areaand the premiumsinthe ranges contemplated by this application are not reasonable,

especially given the uncertainty that exists surrounding Phase 2.>>°

The British Columbia Old Age Pensioners’ Organization et al. (BCOAPO) is of the view that the options put
forward by FAES and FEl as alternative methods to reduce GHG emissions are notviable. It submits that the
benchmarks thatare constructed with respectto NEFCon-site costs are of mostvalue, with comparative costs of
otherTES, DES, etc., systems having value in providinga more general sense as to the order of magnitude of
expected costs.>”’

In itsfinal argument, the CoV submits, “...the NES policies and NES By-law were the culmination of many years of
research and publicconsultation by the CoV. These policies servethe publicinterest since they help achievethe

**1 EE| Final Argument, pp. 32, 33.

*>2 EE| Final Argument, pp. 35-37.

393 FEI Final Argument, pp. 38—39.

34 el Final Argument, p. 40.

355 FEI Final Argument, p. 40.

336 UDI Final Argument, pp.5, 7.

357 BCOAPO Final Argument, p. 20, para. 86.
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CoV and provincial objectives related to the reduction of greenhouse GHG emissions expressedin CoV policy,
the BC 2007 Energy Plan, and the Clean Energy Act. As the CoV witnesses explained, aNESis a cost-effective way

to reduce building-related GHG emissions and an important element of CoV’s GHG emission reduction plan.”**®

FAES submits, “the rate of $112/MWh would be an appropriate competitive benchmark.” FAES’ submission does
not say what this value of $112 per MWh should be compared with, but as explained by FAES earlierin this
proceeding, its evidence on levelized rates used a different calculation methodology. FAES provides no
argument as to why its calculation methodology is preferable. Creative Energy submits thatitrelies onits own
evidence, which applies the same calculation methodology to all benchmarks, including FAES’. Initsview:

The evidenceisclear. Nevertheless, based on FAES’ own evidence, if the Commission were to
rely on FAES’ preferred calculation methodology then FAES’ competitive benchmark of $112 per
MWh should be compared with:

e 584 per MWh for Creative [Energy]’s Energy Supply Phase 1, and
e 587 —5$107 per MWh for Creative [Energy]’s Energy Supply Phase 2.

The relative ranking obtained from using FAES’ calculation methodology is the same as the
relative ranking obtained from using Creative Energy’s methodology. FAES has provided no
argument as to why its calculation methodology is preferable to that used by the Applicant, and
its alternative methodology does not change the fact that FAES’ projects are higher cost. The
only contribution of FAES' alternative methodology has been to confuse the record.>>

Additionally, Creative Energy contends that FAES’ final arguments have notacknowledged the impact of
developer Contribution In Aid of Constructions (CIACs) on the cost of its projects. Of the six Stream A projects for
which FAES provided information, fourinclude capital investment, which will not be recovered through rates
and was instead paid fordirectly by the developer. FAES may not characterize these contributions as “CIACs” but
they are undoubtedly a part of the cost of theirsystems. FAES’ selected Stream A projects required a total
developer contribution of over $8.7 million, which is not reflected in FAES’ “competitive benchmark” (no matter
what methodology is used to calculate that benchmark). Information on the rate impact of these CIACs was not
provided by FAES and they were in no way discussedin FAES’ final arguments. FAES’ rates would be even higher
if they reflected the full cost of FAES’ systems, which FAES has not acknowledged.

Additionally, FAES has provided no evidence that this group of existing projects represents a possible solution
for NEFC, nor has it provided any evidence that developersin the NEFC would actually adopt these projects or
anything similar.*®

338 CoV Final Argument, p. 2.
359 Creative Energy Reply Argument, p. 30.
360 Creative Energy Reply Argument, pp. 29-30.
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Creative Energy Vancouver Platforms Inc.

Application for a Certificate of Public Convenience and Necessity

for a Low Carbon Neighbourhood Energy System for

Northeast False Creek and Chinatown Neighbourhoods of Vancouver

LIST OF ACRONYMS

Certificate of PublicConvenience and Necessity fora Low Carbon

Application Neighbourhood Energy System for Northeast False Creek and Chinatown
Neighbourhoods of Vancouver

BC Hydro British Columbia Hydro and Power Authority

BCOAPO British Columbia Old Age Pensioners’ Organization et al.

BCUC, or Commission

British Columbia Utilities Commission

CEC Commercial Energy Consumers Association of British Columbia
CHDL Central Heat Distribution Ltd.
CIAC Contribution In Aid of Construction

Compass Management

Compass Resource Management Ltd.

Corix Corix Multi-Utility Services Inc.
CoV City of Vancouver
CPCN Certificate of Public Convenience and Necessity

Creative Energy

Creative Energy Vancouver Platforms Inc.

Creative Energy Canada

Creative Energy CanadaPlatforms Corp.

CRR Carbon Reduction Rider

DCAT Dawson Creek/Chetwynd Area Transmission
DES districtenergy system

DPS distribution piping system

ETS energy transferstation

EUI energy use intensity
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FAES FortisBC Alternative Energy Services Inc.
FEI FortisBCEnergy Inc.
FortisBC FortisBC Utilities
GCAP Greenest City Action Plan
GHG greenhouse gas
IDC Interest During Construction
IR Information Request(s)
LTRP long-term resource plan
MAA Municipal Access Agreement
NEA Neighbourhood Energy Agreement
NE Bylaw Neighbourhood Energy Bylaw
NEFC Northeast False Creek
NES Neighbourhood Energy System
Oonni Onni Hastings Holdings Corp. and the Onni Group
PST provincial sales tax
RDDA revenue deficiency deferral account
RNG Renewable Natural Gas
ROE returnon equity
RRA revenue requirements application
RRA Decision Creative Energy 2015-2017 Revenue Requirements Application Decision
S2HW steam to hot water
SEFC Southeast False Creek
SFU Simon Fraser University
SRW Statutory Right of Way
TES Thermal Energy System
UBC University of British Columbia
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UCA Utilities Commission Act
uDlI Urban Development Institute
WACC weighted average cost of capital
WACD Weighted Average Cost of Debt
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IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

Creative Energy Vancouver Platforms Inc.

Application for a Certificate of Public Convenience and Necessity for a Low Carbon Neighbourhood Energy

Exhibit No.

A-1

A-2

A-3

A-3-1

A-4

A-5

A-6

A-7

A-8

A-9

A-10

A-11

A-12

System for Northeast False Creek and Chinatown Neighbourhoods of Vancouver

EXHIBIT LIST

Description

Letter dated April 30, 2015 — Appointingthe Commission Panelforthe review of the
Creative Energy Vancouver Platforms Inc. Application fora Certificate of Public
Convenience and Necessity fora Low Carbon Neighbourhood Energy System for Northeast
False Creekand Chinatown Neighbourhoods of Vancouver

Letterdated May 8, 2015 — Order G-75-15 establishing a Regulatory Timetable
Letterdated May 25, 2015 — Commission Information Request No. 1

CONFIDENTIAL Letter dated May 25, 2015 — Confidential Commission Information Request
No.1

Letter dated May 26, 2015 — Commission response to Creative Energy Request to Respond
to itemsregarding the Streamline Review Process (Exhibit B-4)

Letterdated June 3, 2015 — Order G-95-15 issuingamended Regulatory Timetable
LetterdatedJune 25, 2015 — Procedural Conference Matters

Letterdated July 13, 2015 — Order G-118-15 establishing the remainder of the Regulatory
Timetable and scope of the proceeding

LetterdatedJuly 15, 2015 — Order G-119-15 rescinding portions of Order G-118-15 and
issuingamended Regulatory Timetable

Letter dated July 20, 2015 — Commission request for comments
LetterdatedJuly 21, 2015 — Commission Information Request No. 2
Letterdated July 21, 2015 —Panel Information Request No. 1to the City of Vancouver

Letterdated July 21, 2015 — Order G-123-15 amending the Regulatory Timetable
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A-13

A-14

A-15

A-16

A-17

A-18

A-19

A-20

A2-1

A2-2

B-1

B-1-1

B-1-2

B-1-3

B-2

B-3
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Description

Letterdated July 22, 2015 —Reasons for Decision to Order G-123-15

Letter dated July 28, 2015 — Commission accepting FAES submission on Exhibit A-9as
Exhibit C4-6

Letter dated August 21, 2015 — Commission Information Request on Intervener Evidence
(Exhibit C4-7-1) to FAES

Letterdated August 21, 2015 — Commission Information Request on Intervener Evidence
(Exhibit C7-8) to FEI

Letter dated August 21, 2015 — Commission Information Request on Dr. Ware’s Intervener
Evidence (Exhibit C7-9) to FEI

Letterdated September 8, 2015 — Oral Hearing Procedural Information

Letter dated September9, 2015 — Commission Response to Creative Energy Procedural
Matter regarding Oral Hearing (Exhibit B-30)

Letterdated September 11, 2015 — Commission Responseto Oral Hearing Procedural
Information

Submitted at Oral Hearing September 15, 2015 — Commission Staff Filing WITNESS AIDE A2-
X

Submitted at Oral Hearing September 15, 2015 — Commission Staff Filing SECTIONS OF THE
NEIGHBOURHOOD ENERGY AGREEMENT PREPARED AS A WITNESS AID

CREATIVE ENERGY VANCOUVER PLATFORMS INC. (CREATIVE ENERGY) Letter dated April 17, 2015 —
Applicationfora Certificate of Public Convenience and Necessity fora Low Carbon
Neighbourhood Energy System for Northeast False Creek and Chinatown Neighbourhoods
of Vancouver

CONFIDENTIAL Letter dated April 17, 2015 — Confidential Financial Model

Letterdated September4, 2015 - Creative Energy submitting updated draft order
Letter dated September4, 2015 - Creative Energy submitting Erratato the Application
Letter dated May 6, 2015 — Creative Energy Submitting By-law updates and Schedule 8

Letter dated May 20, 2015 — Creative Energy Submitting Building Compatibility Design
Guide
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B-4

B-5

B-6

B-6-1

B-6-2

B-6-3

B-7

B-9

B-10

B-11

B-12

B-13

B-14

B-15

B-16

B-16-1

B-17

B-17-1

B-18
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Description

Letter dated May 25, 2015 — Creative Energy Request to Respond toitemsregarding the
Streamlined Review Process

Letterdated May 29, 2015 — Creative Energy response to comments on process
LetterdatedJune 29, 2015 - Creative Energy response to BCUCIR No. 1

Letterdated July 2, 2015 - Creative Energy re-submitting Appendices 1-7
LetterdatedJuly 7, 2015 - Creative Energy submitting updated tablesIR 1.X.2and UR 1.X.3
LetterdatedJuly 17, 2015 — Creative Energy submitting updated response to BCUCIR 13.3

Confidential Letter dated June 29, 2015 - Creative Energy response to Confidential BCUCIR
No.1

LetterdatedJune 29, 2015 - Creative Energy response to BCOAPOIRNo. 1
Letter dated June 29, 2015 - Creative Energy response to CECIR No. 1
LetterdatedJune 29, 2015 - Creative Energy response to FAESIRNo. 1
Letterdated June 29, 2015 - Creative Energy response to FEI IR No. 1

Letter dated June 29, 2015 - Creative Energy response to Geo-Exchange IRNo. 1
LetterdatedJune 29, 2015 - Creative Energy response to OnnilRNo. 1
Letterdated June 29, 2015 - Creative Energy response to UDI IRNo. 1

Letterdated July 9, 2015 — Creative Energy proposed revised regulatory process and
schedule

Letterdated July 16, 2015 — Creative Energy submitting supplemental responsesto BCUCIR
No.1

Letterdated July 20, 2015 — Creative Energy submitting furthersupplemental responses to
BCUCIR No. 1

Letterdated July 16, 2015 — Creative Energy submitting supplemental responses to FEI IR
No.1

Letterdated July 20, 2015 — Creative Energy submitting further supplemental responses to
FEI'IR No. 1

LetterdatedJuly 16, 2015 — Creative Energy submitting supplemental responses to CECIR
No.1
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B-19

B-20

B-21

B-22

B-22-1

B-22-2

B-22-3

B-23

B-24

B-24-1

B-25

B-26

B-27

B-28

B-28-1

B-29

B-30

B-31
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Description

Letter dated July 20, 2015 — Creative Energy submitting supplemental responses to FAES IR
No.1

Letterdated July 20, 2015 — Creative Energy submitting responseto FEl extension request

LetterdatedJuly 20, 2015 — Creative Energy submitting responseto Exhibit A-9

Letterdated August 5, 2015 — Creative Energy submitting responses to BCUC Information
RequestNo. 2

CONFIDENTIAL Letter dated August 5, 2015 — Creative Energy submitting confidential
responsesto BCUC Information Request No. 2

Letter dated August 6, 2015 — Creative Energy submittingthe working Excel Spreadsheet
for BCUC IR2-19.2

Letterdated August 31, 2015 — Creative Energy submitting Cover Letterto Confidential IR

Letter dated August 5, 2015 — Creative Energy submitting responses to FortisBC Energy
Information Request No. 2

Letterdated August 5, 2015 — Creative Energy submitting responses to FAES Information
RequestNo. 2

Letter dated September4, 2015 -Creative Energy submitting responsesto FAESto IR 2.2.1

Letterdated August 5, 2015 — Creative Energy submitting responses to CEC Information
RequestNo. 2

Letter dated August 5, 2015 — Creative Energy submitting responsesto UDI Information
RequestNo. 2

Letterdated August 21, 2015 - Creative Energy submitting Information Request No. 1to Dr.
Ware

Letterdated August 21, 2015 - Creative Energy submitting Information Request No. 1to
FAES

Removed-to B-24-1
Letterdated August 21, 2015 - Creative Energy submitting Information Request No. 1to FEI
Letter dated September4, 2015 - Creative Energy submitting expert witness testimony

Letter dated September 8, 2015 - Creative Energy submitting Connection Agreement, Form
of Statutory Right of Way and Customer Agreement
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B-32

B-33

B-34

B-35

B-36

B-37

B-38

B-39

B-40

B-41

B-41-1

B-42

B-43

B-44

B-45
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Description

Letter dated September8, 2015 - Creative Energy submitting Direct Testimony of Jim
Manson

Letterdated September9, 2015 - Creative Energy submitting Rebuttal Evidence of Reshape
Infrastructure Strategies

Letter dated September9, 2015 - Creative Energy submitting Rebuttal Testimony of Orion
Henderson, University of British Columbia

Letterdated September 11, 2015 - Creative Energy submitting Opening Statement
Submitted at Oral Hearing September 14, 2015 - Creative Energy DETAILED ZONING MAP

Submitted at Oral Hearing September 14, 2015 - Creative Energy PROJECT SCHEDULE
UPDATE

Submitted at Oral Hearing September 15, 2015 — Creative Energy WITNESS AID "RE: ON-
SITE BOILERS WITH RNG"

Submitted at Oral Hearing September 15, 2015 — Creative Energy WITNESS AID, "RE:
MAINTENANCE COSTS"

Submitted at Oral Hearing September 15, 2015 — Creative Energy WITNESS AID, "RE: COST
PER MEGAWATT HOUR FUEL VEERSUS COST PER MEGAWATT HOUR IN USE"

Submitted at Oral Hearing September 16, 2015 — Creative Energy ELECTRONIC COPY OF
FORTISBCENERGY INC. BIOMETHANE ENERGY RECOVERY CHARGE RATE METHODOLOGY
APPLICATION

Submitted at Oral Hearing September 16, 2015 — Creative Energy EXCERPTS FROM
FORTISBCENERGY INC. BIOMETHANE ENERGY RECOVERY CHARGE RATE METHODOLOGY
APPLICATION

Submitted at Oral Hearing September 16, 2015 — Creative Energy IRRESPONSES BY FAES
TO THE BCUC IN THE MARINE GATEWAY PROCEEDINGS

Letterdated September 18, 2015 - Creative Energy submitting UBC Undertakings

Letter dated September 18, 2015 - Creative Energy submitting Undertakings

Letter dated October31, 2015 - Creative Energy submitting First Amending Agreement
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C1-1

C1-2

C1-3

C1-4

C1-5

C1-6

C1-7

C1-8

C1-9

C1-10

C1-11

C2-1

C2-2

C2-3

C2-4

C2-5
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Description

CiTYy OF VANCOUVER (VANCOUVER) Letter dated May 5, 2015 —Request for Intervener Status,
Online Registration and Letter of Support

Letter dated August 5, 2015 — Vancouversubmitting responses to Panel Information
RequestNo.1

Email dated August 7, 2015 — Notice of Counsel Appointment from David Bursey, Bennett
JonesLLP

Letterdated September9, 2015 - Vancouver submitting Witness Panel

Letterdated September 11, 2015 — Vancouversubmitting Witness Panel Statements
Submitted at Oral Hearing September 16, 2015 — Vancouver Filing "DISTRICT ENERGY
OPTIONS DIALOGUE, A BC CLEAN AIR RESEARCH PROJECT FINALREPORT" DATED MARCH
30, 2012

Submitted at Oral Hearing September 16, 2015 — Vancouver Filing "DISTRICT ENERGY
STAKEHOLDER WORKSHOP #1" DATED DECEMBER 2, 2011, BREAKOUT GROUP MEETING
NOTES

Submitted at Oral Hearing September 16, 2015 — Vancouver Filing "DISTRICT ENERGY
STAKEHOLDER WORKSHOP 2" MEETING NOTES, DATED MAY 10, 2012

Submitted at Oral Hearing September 16, 2015 — Vancouver Filing POWERPOINT
PRESENTATION "CITY OF VANCOUVER DISTRICT ENERGY STRATEGY — STAKEHOLDER
WORKSHOP NUMBER 1"

Submitted at Oral Hearing September 16, 2015 — Vancouver Filing POWERPOINT
PRESENTATION "CITY OF VANCOUVERDISTRICT ENERGY STRATEGY STAKEHOLDER
WORKSHOP NUMBER 2"

Letter dated September 16, 2015 — Vancouver Submitting Undertakings No.1and No. 2

COMMERCIAL ENERGY CONSUMERS ASSOCIATION OF BRITISH COLUMBIA (CEC) Letter dated May 22,
2015 — Request forIntervenerStatus by Christopher We afer

LetterdatedJune 1, 2015 — CEC submitting Information Request No. 1to Creative Energy
Submitted at Procedural Conference July 10, 2015 - HANDOUT FROM MR. WEAFER
Letter dated July 21, 2015 - CEC Comments regarding Exhibit A-9

LetterdatedJuly 21, 2015 - CEC submitting Information Request No. 2to Creative Energy
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C2-6

C2-7

C2-8

C3-1

C3-2

C3-3

C3-4

C3-5

C3-6

C4-1

C4-2

C4-3

C4-4

C4-5

C4-6

C4-7

C4-7-1

C4-8

C4-9
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Description

Letter dated September 10, 2015 - CEC submitting Comments on Procedural Matters
Submitted at Oral Hearing September 14, 2015 —CEC UBC NDES TABLE 2: EUI SUMMARY

Submitted at Oral Hearing September 14, 2015 —CEC RIVER DISTRICT TABLE 2:
COMPARISON OF HEATING EUI ASSUMPTIONS (ANNUALSPACE HEAT + DOMESTIC HOT
WATER)

BRITISH COLUMBIA PENSIONERS’ AND SENIORS’ ORGANIZATION, ACTIVE SUPPORT AGAINST POVERTY,
BC COALITION OF PEOPLE WITH DISABILITIES, COUNSEL OF SENIOR CITIZENS’ ORGANIZATIONS OF BC,
AND THE TENANT RESOURCE AND ADVISORY CENTRE (BCOAPO) Letter dated May 22, 2015 —
RequestforIntervener Status by Tannis Braithwaite and James Wightman

LetterdatedJune 1, 2015 — BCOAPO submitting Information Request no. 1 to Creative
Energy

Letter dated August 21, 2015 - BCOAPO submitting Information Request No. 1to FEI
Letter dated August 21, 2015 - BCOAPO submitting Information Request No. 1to Dr. Ware
Letter dated August 21, 2015 - BCOAPO submitting Additional Counsel

Letter dated September 10, 2015 — BCOAPO Submission on Process

FORTISBC ALTERNATIVE ENERGY INC. (FAES) Letter dated May 22, 2015 — Request forIntervener
Status by Julie Tran and Comments on the SRP Process

LetterdatedJune 1, 2015 — FAES submitting Information Request no. 1to Creative Energy
LetterdatedJune 2, 2015 — FAES Notice of Regulatory Email Address Change
Letterdated July 9, 2015 - FAES Procedural Submission

LetterdatedJuly 21, 2015 - FAES submitting Information Request No. 2to Creative Energy
LetterdatedJuly 21, 2015 - FAES submitting Comments regarding Exhibit A-9

Letterdated August 7, 2015 — FAES Submitting Intervener Evidence (replaced by Exhibit C4-
7-1)

Letterdated August 7, 2015 — FAES Submitting Revised Intervener Evidence

Letter dated September4, 2015 — FAES Submitting responsesto BCUC Intervener Evidence
Information Request No. 1

Letterdated September4, 2015 — FAES Submitting responses to Creative Energy Intervener
Evidence Information Request No. 1
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C4-9-1

C4-10

C4-11

C4-12

C4-13

C4-14

C5-1

Cé6-1

C7-1

C7-2

C7-3

C7-4

C7-5

C7-6

c7-7

C7-7-1

C7-8

C7-9

C7-10

Cc7-11
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CONFIDENTIAL Letter dated September 18, 2015 — FAES Submitting Confidential Response to
Creative Energy IR1Q1 Series

Letterdated September 8, 2015 - FAES Submitting Witness Panel and Direct Testimony
Letter dated September 10, 2015 — FAES Submission on Process
Letter dated September 11, 2015 - FAES submitting Opening Statement

Submitted at Oral Hearing September 14, 2015 — FAES BUNDLE OF DOCUMENTS
COMMENDING WITH "APPENDIX A: REGISTRATION FORM FOR "STREAM A" THERMAL
ENERGY SYSTEMS (TES)

Letterdated September 17,2015 — FAES Response to Undertakings

HoLLYBURN PROPERTIES LIMITED (HOLLYBURN) Letter dated May 22, 2015 — Request for
Intervener Status by Christopher Weafer and Comments onthe SRP Process

LANDLORDBC (LANDLORDBC) Letter dated May 22, 2015 — Request for Intervener Status by
Christopher Weafer

FORTISBC ENERGY INC. (FEI) Letter dated May 22, 2015 — Request for Intervener Status by
Diane Royand Comments onthe SRP Process

LetterdatedJune 1, 2015 — FEI submittinginformation request no. 1 to Creative Energy
Letterdated July 7, 2015 — FEI submitting Additional Issues for Procedural Conference
Submitted at Procedural Conference July 10, 2015 - ISSUES LIST PREPARED BY MR. GHIKAS

LetterdatedJuly 17, 2015 — FEI Submitting Comments Regarding Creative Energy's Non-
Compliance with IR Responses

LetterdatedJuly 21, 2015 - FEI Comments regarding Exhibit A-9

LetterdatedJuly 21, 2015 - FEI Submitting Information Request No. 2to Creative Energy
Letter dated July 23, 2015 - FEI Submitting Supplemental IR2to Creative Energy

Letter dated August 7, 2015 — FEI Submitting Intervener Evidence

Letterdated August 7, 2015 — FEI Submitting Dr. Roger Ware’s Evidence

Letter dated September4, 2015 — FEI Submitting Dr. Roger Ware’s responses to BCUC
Intervener Evidence IRNo. 1

Letterdated September4, 2015 — FEI Submitting Dr. Roger Ware’s responses to BCOAPO
IntervenerEvidence IRNo. 1
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C7-12

C7-13

C7-14

C7-15

C7-16

C7-17

C7-18

C7-19

C7-20

C8-1

C8-2

C8-3

C8-4

C8-5

C8-6

Co-1

C10-1

C10-2

C11-1
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Letter dated September4, 2015 — FEI Submitting Dr. Roger Ware’s responses to Creative
Energy IntervenerEvidence IRNo. 1

Letterdated September4, 2015 — FEI Submitting responses to BCUCIntervener Evidence IR
No.1

Letter dated September4, 2015 — FEI Submittingresponses to BCOAPO Intervener
Evidence IRNo.1

Letter dated September4, 2015 — FEI Submitting responsesto Creative Energy Intervener
Evidence IRNo. 1

Letterdated September 8, 2015 - FEI Submitting Witness Panel Testimony

Letter dated September 10, 2015 - FEI Submitting Comments on Exhibit B-30
Letter dated September 11, 2015 - FEI Submitting Replyto Comments on Process
Letterdated September 11, 2015 - FEI submitting Opening Statement
Submitted at Oral Hearing September 16,2015 — FEl UNDERTAKINGNO. 1

URBAN DEVELOPMENT INSTITUTE (UDI) Letter dated May 22, 2015 — Online Registration and
Requestforintervener Status by Jeffrey Fisher

LetterdatedJune 1, 2015 — UDI submittinginformation request no. 1to Creative Energy
Letterdated July 24, 2015 — UDI submitting Information Request No. 2

Letterdated September4, 2015 — UDI requesting Creative Energy tofile revised
Connection Agreements

Letter dated September 10, 2015 - UDI submitting Comments on Procedural Matters
Submitted at Oral Hearing September 16,2015 — UDI LETTER DATED FEBRUARY 11, 2015
WITH ATTACHED UBC-CORIX INFRASTRUCTURE AGREEMENT AND EXCERPTS FROM
EXHIBITS

Corix UTILITIES INC. (CORIX) Letter dated May 22, 2015 — Request for Intervener Status by lan
Wigington

ONNI HASTINGS HOLDINGS CORP. AND ONNI GROUP (ONNI) Letter dated May 27, 2015 — Request
for Late Intervener Status by Chris Weafer

LetterdatedJune 1, 2015 — Onni submitting information request no. 1 to Creative Energy

GEOEXCHANGE BC (GEOEXCHANGE) Letter dated May 28, 2015 — Request for Late Intervener
Status by David Cookson
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C11-2 LetterdatedJune 1, 2015 — GeoExchange submitting information request no. 1 to Creative
Energy

C12-1 ENERGY CANVAS (ENERGYCANVAS) Letter dated August 18, 2015 — Request for Late Intervener

Status by Stephen Tordoff

D-1 PAcIFIC NORTHERN GAs LTD. (PNG) Letter dated May 22, 2015 — Requestforinterested Party
Status by J. Kennedy
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