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Executive Summary 

On February 1, 2021, Creative Energy Mount Pleasant Limited Partnership (CEMP) applied to the British 

Columbia Utilities Commission (BCUC) for approval of rates for its provision of cooling service to the 

development at Main Street and East Fifth Avenue in Vancouver, BC (Main Alley Development) (Mount Pleasant 

District Cooling System [DCS]) that will be completed in four phases (Application). On October 14, 2021, CEMP 

reported that due to supply chain delays it expected to have Phase 1 of the Mount Pleasant DCS completed by 

April 2022, following which it would file an Evidentiary Update. 

 

The BCUC established a regulatory timetable for review of the Application, which included public notification, 

two rounds of BCUC and Intervener information requests, and final and reply arguments. One party registered 

as an intervener in the proceeding: Commercial Energy Consumers Association of British Columbia.  

 

The Panel finds that the rate design that CEMP has proposed for the Mount Pleasant DCS is reasonable and 

approves both the rate-setting mechanism and the rates, subject to the directives and determinations in this 

decision dealing with the phased implementation and levelization of the fixed capacity charge.  

 

During the proceeding, CEMP noted that Phase 1 has been essentially split in two, whereby not all of the Phase 1 

assets are going into service in the current rate-setting period, effective from February 1, 2021 to December 31, 

2023. The Panel approves CEMP to recover in rates the cost of the assets entering service in the Current Rate-

Setting Period, specifically, costs to connect building M2 and the cost to replace the existing 350-ton chiller with 

the new 325-ton chiller. 

 

The levelized fixed capacity charge, expressed in $/kilowatt, is designed to recover all costs of the Mount 

Pleasant DCS that do not vary with energy consumption. It will be invoiced in accordance with the design peak 

capacity of each building, which fairly and reasonably aligns with the cost causation rate-setting principle. The 

Panel directs CEMP to re-calculate the levelized fixed capacity charge based on the Phase 1 actual costs to 

connect building M2 and the chiller replacement going into service during the Current Rate-Setting Period in a 

compliance filing within 15 days of the Participant Assistance/Cost Award order for this proceeding. 

 

The Panel finds that a 25-year levelization period for the fixed capacity charge for the Mount Pleasant DCS is 

reasonable. This is also the duration of the Customer Service Agreements and the depreciation period for the 

capital assets. Having approved a levelized fixed capacity charge, the Panel also approves a Revenue Deficiency 

Deferral Account (RDDA) for the Mount Pleasant DCS, bearing interest at CEMP’s weighted average cost of 

capital, to capture annual revenue deficiencies or surpluses resulting from the difference between the annual 

revenue at the approved levelized fixed capacity charge and the approved annual forecast cost of service, except 

for electricity and water costs. The RDDA will remain in effect for the 25-year levelization period for the fixed 

capacity charge. CEMP is directed to provide the calculation and annual balance of the RDDA as part of its 

Annual Report.  

 

The proposed variable charge, which will recover water and electricity costs on a flow-through basis, is 

reasonable.  
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In addition, the Panel approves a Regulatory Cost Variance Deferral Account to record the difference between 

the forecast regulatory costs and the final actual regulatory costs for the Mount Pleasant DCS. 

 

The Panel considers the revenue requirements, including the forecast capital and development costs and related 

depreciation expense, operations and maintenance costs and cost of capital to be reasonable, subject to the 

directives and determinations in the decision. 
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1.0 Introduction 

On February 1, 2021, Creative Energy Mount Pleasant Limited Partnership (CEMP or Creative Energy) applied to 

the British Columbia Utilities Commission (BCUC) pursuant to sections 58 to 60 and 90 of the Utilities 

Commission Act (UCA) for approval of rates for its provision of cooling service to the development at Main Street 

and East Fifth Avenue in Vancouver, BC (Main Alley Development) (Mount Pleasant District Cooling System 

[DCS]), on an interim basis, effective February 1, 2021 through to December 31, 2023 (Current Rate-Setting 

Period) (Application). 

 

CEMP seeks to recover the cost of service for the Mount Pleasant DCS through a rate design consisting of:1  

 A levelized fixed capacity charge ($/kilowatt [kW]) to recover fixed capital and operating costs that do 

not vary with energy consumption; and 

 A variable charge ($/megawatt hour [MWh]) to recover actual electricity and water input costs on a 

flow-through basis per unit of actual energy consumption.  

The proposed levelized fixed capacity charge is determined on the basis of the actual and forecast costs to 

complete all four phases of the Mount Pleasant DCS and is designed to recover the cost of service over a 33-year 

levelization period, and therefore CEMP also requested approval to establish a rate-smoothing Revenue 

Deficiency Deferral Account (RDDA).2 The RDDA will enable CEMP to recover, in later years, the forecast revenue 

deficiency during the initial years of service.3 

 

In this decision, the Panel addresses the key issues raised during the proceeding, provides an overview of the 

relevant evidence, considers CEMP’s proposals, and outlines the reasons for the Panel’s determinations.  

1.1 Background and Application 

CEMP was formed for the purpose of acquiring, operating and expanding the Mount Pleasant DCS to serve the 

cooling demand of the Main Alley Development. CEMP is a wholly owned subsidiary of Creative Energy 

Developments Limited Partnership (CEDLP), a privately held energy infrastructure business with a focus on 

district energy system service in urban areas throughout Vancouver. Staff of Creative Energy Vancouver 

Platforms Inc. (CEVP), also a subsidiary of CEDLP, provide services to CEMP, and the cost of those services is 

allocated either directly or in accordance with the BCUC-approved Massachusetts Formula, as discussed further 

in subsection 3.3.1.4  

 

By Order C-5-20 dated December 3, 2020, the BCUC granted a Certificate of Public Convenience and Necessity 

(CPCN) to CEMP authorizing it to acquire and operate the existing Mount Pleasant DCS, including specific 

extensions, renovations, expansions and upgrades that will be completed in phases in order to service the  

                                                           
1 Exhibit B-1, Section 3, p. 14. 
2 Exhibit B-1, Section 1, p. 1; Section 1.2, p. 4. 
3 Exhibit B-1, Section 1.2, pp. 4–5. 
4 Exhibit B-7, BCUC IR 1.1; CEMP Application for a CPCN to Acquire, Operate and Expand a Thermal Energy System for Cooling in the Main 

Alley Development (CPCN Proceeding), Exhibit B-1, Section 1.3, p. 3; Exhibit B-5, BCUC IR 38.1.  
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Main Alley Development. The BCUC also approved the related Customer Service Agreements (CSA) which will be 

executed with the registered owner of each of the buildings when service is commenced.5  

 

The Main Alley Development will consist of five buildings: two are existing commercial/light industrial-use 

buildings (M1 and M3), one of which has a planned expansion (M3); two are planned commercial/light 

industrial-use buildings (M2 and M4); and one is a planned residential tower (M5). The occupancy dates for the 

planned buildings range from 2021 through to 2029.6  

 

The Mount Pleasant DCS is forecast to be built in four phases and upon full build-out, will serve all five buildings 

of the Main Alley Development. The construction phases of the Mount Pleasant DCS are being coordinated with 

construction of the Main Alley Development to match planned building occupancy and load growth. At the time 

of filing its Application, CEMP expected that the timing of the phased implementation of the Mount Pleasant 

DCS would be as follows:7 

 

Table 1: Summary of the Phased Implementation of the Mount Pleasant DCS8 

 

Phase Description 
Targeted Service 

Commencement 

Essential 

Components 
Total Capacity 

Cumulative Peak 

Load Served 

Initial Acquisition 

and Operation 

Continue service to 

M1 & M3 

September 1, 2020  Two existing 

350-ton chillers 

 Remove existing 

150-ton chiller 

2,460 kW2 790 kW 

Phase 1 Connect M2 

 

Upgrade M3 

cooling plant 

capacity and 

reliability 

2021  DPS9 

 ETS10 

 Add 400-ton 

chiller to cooling 

plant 

3,870 kW 1,630 kW 

Phase 2 Connect M4 2024  DPS 

 ETS 

3,870 kW 2,785 kW 

Phase 3 Serve renovated 

and expanded M3 

 

Upgrade & 

modernize M3 

cooling plant 

 

2027  Replace two 

350-ton chillers 

with two 400- 

ton chillers 

 Replace control 

system, add 

cooling tower, 

equip with 

modern ETS 

4,220 kW 3,275 kW 

Phase 4 Connect M5 2029  DPS 

 ETS 

4,220 kW 3,665 kW 

                                                           
5 CPCN Proceeding, Exhibit B-1, Section 2.2, p. 11; Order C-5-20 and accompanying Decision dated December 3, 2020 for the CPCN 

Proceeding (CPCN Decision). 
6 Exhibit B-1, Section 1.1, Table, 1, p. 2.  
7 Exhibit B-1, Section 1.1,  pp. 2–3. 
8 Exhibit B-1, Section 1.1, Table 2, pp. 3–4. 
9 Distribution piping system. 
10 Energy transfer station. 
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Building M3 has an existing cooling plant in place that currently services both existing buildings (M1 and M3) and 

comprises the assets that, effective February 1, 2021, CEMP acquired pursuant to a Construction and Purchase 

Agreement with the following individual partnerships: 2015 Main Partnership (building M1 and M5), 130 East 4th 

Partnership (building M2), 111 East 5th Partnership (building M3), and a co-ownership between 2000 Main 

Holdings Inc. and Allied Main Alley (building M4) Limited Partnership.11  

 

On February 18, 2021, the Panel, among other things, approved the proposed levelized fixed capacity charge 

and variable charge for the Current Rate-Setting Period on an interim and refundable/recoverable basis, 

effective February 1, 2021, as well as the establishment of the RDDA as proposed.12 

1.2 Approvals Sought 

CEMP summarizes the approvals sought in its Final Argument as follows:13 

1. Permanent approval of the following rate structure:  

a. A levelized fixed capacity charge to recover capital and fixed operating costs that do not vary 

with energy consumption based on the peak design capacity ($/kW) of each building; and  

b. A variable charge to recover actual electricity and water input costs on a flow-through basis per 

unit of actual energy consumption ($/MWh).  

2. Permanent approval of a levelized fixed capacity charge for the Current Rate-Setting Period based on:  

a. A 33-year levelization period with service and load growth corresponding to the timing of the 

phased completion of the Mount Pleasant DCS and the Main Alley Development;  

b. Actual capital costs of the initial acquisition and operation phase of the Mount Pleasant DCS 

corresponding to service commencement on February 1, 2021;  

c. Forecast capital costs of Phase 1 and Phase 2 assets in service January 1, 2024. This is subject to 

the Panel’s determinations on the Phase 1 assets that enter service during the Current Rate-

Setting Period, which is further discussed in subsection 2.1.214;  

d. Forecast capital costs of Phases 3 and 4 assets in service as scheduled; and  

e. A forecast annual cost of service for the Current Rate-Setting Period as set out in the 

Application, with the applicable updates reviewed in this Final Argument as arising during the 

review proceeding, including in respect of the updated timing of Phase 1 assets in service.  

3. Permanent approval of the Regulatory Cost Variance Deferral Account (RCVDA) to record the difference 

between the forecast and actual regulatory costs for the Mount Pleasant DCS. 

                                                           
11 Exhibit B-7, BCUC IR 1.2; CPCN Proceeding, Exhibit B-1, Appendix 2. 
12 Exhibit A-2, Order G-46-21. 
13 CEMP Final Argument, Section 1.1, p. 2. 
14 CEMP Final Argument, Section 1.1, Footnote 1, p. 1. 
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In addition to the above approvals sought, the Panel will address whether permanent approval of the RDDA is 

warranted to record annual revenue deficiencies or surpluses resulting from the difference between forecast 

annual revenue at the approved rates and the approved annual cost of service for the Mount Pleasant DCS. 

1.3 Regulatory Process  

CEMP filed its Application on February 1, 2021, and at the time of filing, it expected that Phase 1 of the Mount 

Pleasant DCS would be in service by September 2021 and proposed to file an evidentiary update to reflect the 

actual Phase 1 capital costs (Evidentiary Update) in support of its request for permanent rates for the Current 

Rate-Setting Period.15  

On October 14, 2021, CEMP reported that due to supply chain delays it expected to have Phase 1 of the Mount 

Pleasant DCS completed by April 2022, following which the Evidentiary Update would be filed.16  

CEMP responded to the Panel’s request for comments on the impact of the supply chain delays on various 

aspects of the Application, and on the proposed regulatory process. CEMP stated that it may be appropriate for 

the BCUC to commence review of the Application prior to CEMP filing its Evidentiary Update, and in absence of 

the actual Phase 1 capital costs. CEMP also noted that in the alternative, it did not have any concerns with the 

review of the Application remaining adjourned until the Evidentiary Update is filed. 17 

The BCUC established a public written hearing process and a regulatory timetable, which included intervener 

registration and one round of BCUC and intervener information requests (IRs) with further process to be 

determined. As part of the same order, CEMP was directed to file a status update (Status Update) with the BCUC 

on March 1, 2022, to include the expected filing date for the Evidentiary Update.18  

CEMP filed its Status Update as directed and proposed to adjust the timing of Phase 1 delivery to occur together 

with the scheduled completion of Phase 2, which is planned to go into service at the start of 2024 to support the 

occupancy of building M4 in 2024. CEMP noted that the adjusted timing provides a cost-effective solution that 

integrates the work to complete Phase 1 and Phase 2 and does not impact service delivery to buildings M1, M2 

or M3, which are currently being served by the Mount Pleasant DCS.19  

The Panel established the remainder of the regulatory timetable, which included a second round of BCUC and 

Intervener IRs, along with final and reply arguments.20 The Panel subsequently amended the regulatory 

timetable to request submissions as part of the parties’ final arguments on matters relating to charging for the 

supply of electricity to CEMP, further discussed in subsection 2.2.21  

 

One party registered and actively participated as an intervener in the proceeding: the Commercial Energy 

Consumers Association of British Columbia (the CEC). The BCUC did not receive any letters of comment.  

                                                           
15 Exhibit B-1, Section 1, p. 1. 
16 Exhibit B-2, pp. 1–2. 
17 Exhibit B-3, pp. 2–3. 
18 Exhibit A-4, Order G-352-21. 
19 Exhibit B-9, p. 2. 
20 Exhibit A-7, Order G-76-22. 
21 Exhibit A-9, Order G-131-22. 
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1.4 Legislative and Regulatory Framework  

The BCUC’s Thermal Energy System (TES) Regulatory Framework Guidelines (TES Guidelines)22 provide a scaled 

approach to the regulation of thermal energy services, where the regulatory oversight increases with the size 

and scope of the TES. CEMP’s Mount Pleasant DCS is classified as a Stream B TES for which the approval of rates 

is governed by sections 59 to 61 of the UCA.23 

 

The TES Guidelines state that applicants (Stream B TES utilities) are required to consider the following rate-

setting principles:24 

1. Provide an equitable balance of risk and cost (such as forecast load and cost risk) between the utility and 

the ratepayer or generation of ratepayers;  

2. Use the fewest deferral mechanisms possible;  

3. Restrict the ability of the utility to pass controllable costs onto ratepayers;  

4. Use the least amount of regulatory oversight to protect the ratepayer (minimize the regulatory burden 

and costs on the utility, ratepayers and the BCUC); and  

5. Avoid rate shock (more than 10 percent change in rates per annum is generally considered “Rate 

Shock”).  

In addition, the Panel reviews the proposed depreciation rates pursuant to section 56 of the UCA. 

1.5 Decision Framework  

In this decision, the Panel reviews the relevant evidence, considers the positions of the parties, discusses the 

issues arising in the course of the proceeding and outlines the reasons for its determinations. The decision is 

structured to specifically address the following items: 

 Section 2.0 addresses the proposed rate design and billing determinants, including the variable charge,25 

the levelized fixed capacity charge,26 the levelization period and the RDDA to smooth rates over that 

period; 

 Section 3.0 discusses the reasonableness of the proposed revenue requirements, including the request 

for the RCVDA and the components of the forecast cost of service for the Mount Pleasant DCS;  

 Section 4.0 addresses other key issues, including the higher chemical costs for water treatment that 

arose in 2021 during the commissioning of the Mount Pleasant DCS, and filing timelines for CEMP’s next 

revenue requirements application (RRA); and 

 Section 5.0 provides a summary of the Panel’s directives arising from this decision. 

                                                           
22 BCUC TES Guidelines, Appendix A to Order G-27-15, p. 17. 
23 UCA, RSBC 1996, c. 473. 
24 TES Guidelines, p. 17. 
25 The variable charge will recover on a flow-through basis the actual electricity and water costs for the Mount Pleasant DCS. 
26 The levelized fixed capacity charge will recover the capital and fixed operating costs of the Mount Pleasant DCS. 
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2.0 Proposed Rate Design 

CEMP seeks to recover the cost of service for the Mount Pleasant DCS through a proposed rate structure 

consisting of:27  

 A levelized fixed capacity charge ($/kW) to recover fixed capital and operating costs that do not vary 

with energy consumption; and 

 A variable charge ($/MWh) to recover actual electricity and water input costs on a flow-through basis 

per unit of actual energy consumption.  

CEMP states that the rate design is identical to that recently approved by Order G-222-21 and accompanying 

decision for CEVP Application for Heating Rates for the Heating TES and Cooling Rates for the DCS at the 

Vancouver House Development (VHD) (VHD Decision) and that it placed considerable weight on the 

determinations and directives within the VHD Decision.28 CEMP adds that the cost drivers for the cost of service 

for each of the VHD DCS and the Mount Pleasant DCS are the same, namely: 29  

(i) A central plant and energy transfer and piping system sized to meet the peak design requirements of the 

buildings being served, which inform the kW billing determinants for recovery of fixed costs; and  

(j) Fuel costs that vary directly with energy consumption and which are recovered on a flow through basis 

from each building based on their proportional energy use.  

CEMP acknowledges that there are differences between the VHD DCS and the Mount Pleasant DCS with respect 

to the specific capacity, number, and type of buildings. However, it also states that there are no differences that 

would necessitate a change to the design of the billing determinants for cost causation and recovery purposes.30  

 

The following subsections review the proposed components and structure of the levelized fixed capacity charge 

and variable charge.  

2.1 Levelized Fixed Capacity Charge  

The levelized fixed capacity charge is designed to recover all costs of the Mount Pleasant DCS that do not vary 

with energy consumption31 on a $/kW basis and is invoiced in accordance with the design peak capacity of each 

building.32 CEMP considers that a levelized fixed capacity charge fairly and reasonably aligns with the cost 

causation rate-setting principles where rates are set to recover costs in a manner consistent with the factors 

that cause those costs and that this structure supports stable and predictable rates.33  

 

The Panel reviews the reasonableness of the following key features of the levelized fixed capacity charge in the 

subsections below: (i) the proposed billing determinants; (ii) the proposed levelization period; and (iii) the RDDA 

to smooth the fixed capacity charge over the levelization period.  

                                                           
27 Exhibit B-1, Section 1.2, p. 4, Section 3, p. 14. 
28 Exhibit B-1, Section 3, p. 14; Exhibit B-7, BCUC IR 13.4.2, 13.5.1, 13.7 and 15.2. 
29 Exhibit B-11, BCUC IR 33.1.1. 
30 Exhibit B-11, BCUC IR 33.1.1. 
31 These are the capital and fixed operating costs (i.e. the cost of service apart from electricity and water costs). Exhibit B-1, Section 3.1,  

p. 15. 
32 Exhibit B-1, Section 3.1, p. 15. 
33 Exhibit B-1, Section 3.1, p. 15; Exhibit B-7, BCUC IR 13.5. 
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2.1.1 Billing Determinants  

CEMP proposes the following billing determinants for its fixed capacity charge, which are the total design peak 

capacities for each building:  

Table 2: Proposed Fixed Capacity Charge Billing Determinants34 

 
 

The design peak capacities provided in the Application align with the peak capacity and annual cooling load 

provided during the CPCN Proceeding, which CEMP stated were based on generally accepted demand and 

energy factors for similar types of buildings.35 The peak capacity and annual cooling loads provided during the 

CPCN Proceeding were as follows: 

 

Table 3: Summary of Peak and Annual Cooling Load provided in the CPCN Proceeding36 

 
 

As illustrated in Table 3 above, peak capacity (kW) is the result of the building floor area (metre squared or m2) 

multiplied by the peak cooling energy use intensity (EUI) (W/m2). During the CPCN Proceeding, CEMP stated that 

instead of using a peak cooling EUI of 60 W/m2 for existing buildings M1 and M3 as shown above, it could 

reasonably use 75 W/m2 based on a review completed by engineering firm Kerr Wood Leidal (KWL) as a means 

to confirm final peak capacity requirements for the purpose of defining the fixed capacity charge billing 

determinants.37  

 

CEMP explains that there is greater uncertainty in the peak capacity requirements of existing buildings M1 and 

M3 as compared to new buildings and that either peak cooling EUI, 60 W/m2 or 75 W/m2, could be reasonably 

                                                           
34 Exhibit B-1, Tabe 7, p. 15. 
35 CPCN Proceeding, Exhibit B-1, p. 13. 
36 CPCN Proceeding, Exhibit B-1, Table 3, p. 13. 
37 CPCN Proceeding, Exhibit B-3, BCUC IR 8.7. 
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used to determine peak capacity requirements because both come from reputable sources.38 CEMP states that 

using a peak cooling EUI of 75 W/m2 is conservative from an engineering perspective to ensure the plant has 

capacity, while 60 W/m2 is conservative from a financial perspective. Given that CEMP proposes billing 

determinants for its fixed capacity charge that are equal to the design peak capacity for each building, CEMP 

states that the fixed portion of the rates would increase for the existing buildings if a peak cooling EUI of 75 

W/m2 was used to determine the peak capacity requirements and that it decided to use 60 W/m2 in the 

Application to keep the rates lower. To further support its use of the lower peak cooling EUI to determine peak 

capacity requirements and billing determinants for existing buildings M1 and M3, CEMP states that based on its 

operational experience to-date, the demand for these buildings has been lower than expected.39 

 

CEMP proposes to provide a further analysis and assessment of the actual peak capacity demands of buildings 

M1 and M3 as part of its RRA for the next rate-setting period effective January 1, 2024.40 

  

Evaluation of Alternative Billing Determinants 

CEMP evaluated the proposed fixed capacity billing determinants (i.e. design peak capacity ($/kW) basis), as 
presented in Table 2 above, against an alternative floor space (i.e. $/m2) approach, and concluded that the 
design peak capacity was equivalent or superior to the floor space approach with respect to each of the eight 
Bonbright criteria.41 CEMP also provided the following summary of the percentage recovery of the capital and 
fixed operating costs using each of the design peak capacity and floor space approach: 42  
 

Table 4: Percentage Recovery using each of the Design Peak Capacity and Floor Space Approach43 

 
 
Under a floor space approach, CEMP notes that building M5, the residential building, would be allocated a 

greater proportion of fixed cost recovery than would be fair as compared to a design peak capacity approach. 

Residential buildings like building M5 have lower estimated demand and energy use intensities per unit of floor 

area, making them more efficient as compared to commercial buildings. CEMP adds that using a floor space 

approach as the basis for a fixed capacity charge does not reflect these differences in energy capacity because it 

does not reflect the more efficient demand intensities of the residential building. Consequently, the floor space 

                                                           
38 Exhibit B-7, IR 17.2; Exhibit B-11, BCUC IR 34.4. 
39 Exhibit B-11, BCUC IR 34.4. 
40 Exhibit B-7, BCUC IR 17.2. 
41 Exhibit B-7, BCUC IR 15.1. 
42 Exhibit B-7, BCUC IR 18.4. 
43 Exhibit B-7, BCUC IR 18.4. 



 

Order G-242-22   9 

approach results in an unfairly high allocation of the fixed costs to serve the residential building (i.e. building 

M5).44 

 

 

 

Position of the Parties 

The CEC agrees that the design peak capacity of each building is the more direct and better indicator of cost 

causation for the Mount Pleasant DCS and is the reasonable and preferred billing determinant for the fixed 

capacity charge.45  

Panel Determination 

The Panel determination here addresses two aspects of the billing determinant: first, whether design peak 

capacity or floor space is the preferable basis for assessing the billing determinant, and second, the peaking 

cooling EUI to be used for each building. 

 

The Panel finds that assessing a billing determinant on the basis of design peak capacity, rather than floor space, 

is appropriate. This type of rate design has been approved in similar proceedings, such as the VHD Decision, 

where the BCUC thoroughly examined the proposal. The cooling system at VHD is comparable to the Mount 

Pleasant DCS because both service commercial and residential customers are thermal energy systems. In the 

VHD Decision, the BCUC accepted “Creative Energy’s submission that a building that is designed more efficiently 

and therefore has a lower design peak demand should pay a relatively lower capacity charge bill than a less 

efficiently-designed building of equal size with a higher design peak demand.”46 Moreover, the BCUC concluded 

that the “Capacity Charge, based on design peak demand as the billing determinant, more closely reflects the 

principle of cost causation than the floor space alternative.”47 

 

Whereas the Panel is satisfied that it is appropriate to use design peak capacity rather than floor space to assess 

the billing determinant for each building, there is uncertainty as to which peak cooling EUI CEMP should use to 

assess the billing determinant for existing buildings M1 and M3 (i.e. a peak cooling EUI of 60 W/m2 or 75 W/m2). 

The Panel has no concerns regarding CEMP’s proposed design peak capacity and billing determinants for 

buildings M2, M4 and M5. As CEMP notes, the higher number, 75 W/m2, is conservative from an engineering 

perspective to ensure the plant has capacity, while 60 W/m2 is conservative from a financial perspective. Both 

values were referred to during the CPCN proceeding as peak cooling EUI’s for buildings M1 and M3 provided by 

engineering firm, KWL (75 W/m2) and specified by CEMP (60 W/m2). Although CEMP notes that it could 

reasonably use either peak cooling EUI (60 W/m2 or 75 W/m2) to determine the design peak capacities and 

billing determinants for buildings M1 and M3 because they both come from reputable sources, the Panel 

recognizes that further analysis will be useful to determine whether 60 W/m2 continues to be reasonable 

beyond the Current Rate-Setting Period. Therefore, the Panel directs CEMP to file in its next RRA the results of 

its further analysis and assessment of actual building demand data for M1 and M3 and whether CEMP 

                                                           
44 Exhibit B-7, BCUC IR 18.4; Exhibit B-11, BCUC IR 35.1. 
45 CEC Final Argument, para. 28, p. 5. 
46 VHD Decision accompanying Order G-222-21, p. 42. 
47 VHD Decision accompanying Order G-222-21, p. 43. 
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proposes any changes to the billing determinants for buildings M1 and M3 on the basis of that further analysis 

and assessment. 

 

For the Current Rate-Setting Period, and based on the most current information, the Panel approves the use 

of a peak cooling EUI of 60 W/m2 to determine peak capacity requirements and billing determinants for 

existing buildings M1 and M3.  

 

The Panel approves the fixed capacity charge, as proposed by CEMP for the Mount Pleasant DCS, subject to 

the directives and determinations in this decision dealing with the phased implementation and the 

levelization of the fixed capacity charge. 

2.1.2 Phased Implementation  

CEMP proposes to build the Mount Pleasant DCS in four phases through to commencement of service to 

building M5 in 2029, as outlined above in Table 1. The levelized fixed capacity charge is set on the basis of actual 

capital costs of those assets that entered service during the Current Rate-Setting Period and forecast costs of 

those assets expected to enter service in a future rate-setting period. CEMP states that the rate-setting periods 

are structured to align with the phased completion of the Mount Pleasant DCS and have been designed to serve 

the peak demand capacity of each building as it comes online.48  

 

At the time of filing its Application, CEMP planned to have the Phase 1 capital assets in service by September 

2021.49 However, during the proceeding, CEMP proposed to adjust the timing of Phase 1 delivery because of 

external factors that delayed the procurement and delivery of equipment. This would allow for the completion 

of the Phase 1 plant upgrades at the same time as Phase 2.50 CEMP clarifies that the updated plan to complete 

Phase 1 and Phase 2 together will be cost-effective and will not impact service delivery to buildings M1, M251 or 

M3, which are currently being served by the Mount Pleasant DCS.52 CEMP advises that the only area where it is 

expecting increased costs is in controls and electronics. However, it is working to secure pricing through a 

master service agreement to mitigate this risk.53 

 

As a result of the adjusted timing, CEMP proposes the following:54 

 Factor the following Phase 1 assets that have entered or are expected to enter service during the 

Current Rate-Setting Period into permanent rates through a compliance filing:55  

o The energy transfer station and distribution piping to connect Building M2, which was placed 

into service July 8, 2021 (approximately $385,000 of Phase 1 capital);56 and 

                                                           
48 Exhibit B-1, Section 2.1, Table 3, p. 8; Exhibit B-7, BCUC IR 13.6; Exhibit B-7, BCUC IR 19.2 and 20.4. 
49 Exhibit B-1, Section 1, p. 1; Exhibit B-2, p. 1. 
50 Exhibit B-8, CEC IR 1.3; Exhibit B-9, p. 2. 
51 Building M2 commenced taking service on July 8, 2021 (Exhibit B-11, BCUC IR 27.1). 
52 Exhibit B-9, p. 2. 
53 Exhibit B-11, BCUC IR 27.9. 
54 Exhibit B-11, BCUC IR 27.2 and 27.6. 
55 CEMP Final Argument, Section 2.2, para. 28, p. 6,  Section 4.2, para. 54, p. 11, footnote 19. 
56 Exhibit B-10, p. 1; Exhibit B-11, BCUC IR 27.1. 
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o A new 325-ton chiller that is expected to be placed into service by June 30, 2022. CEMP states 

that the new chiller will replace one of the existing 350-ton chillers which is in the worst 

condition, but will remain in place for redundancy;57 

 

 

 

 Factor the Phase 1 pumping improvements, heat exchanger installation, and associated piping 

reconfiguration of building M2 with Phase 2 of the project. These assets are forecast to go into service at 

the beginning of the next rate-setting period, January 1, 2024, the same time as the Phase 2 assets to 

connect building M4.58  

Positions of the Parties 

The CEC is amenable to the BCUC setting permanent rates for the Current Rate-Setting Period based on the 

actual capital costs of the initial acquisition and operation phase, as well as the Phase 1 assets entering service in 

July 2021 and June 2022, with the forecast capital costs for the remainder of Phase 1, as well as Phases 2 

through 4 assets going in service as scheduled.59  

Panel Determination 

The Panel notes that due to the change in how Phase 1 is to be implemented, not all of the Phase 1 assets are 

going into service in the Current Rate-Setting Period. Therefore, costs related to Phase 1 pumping 

improvements, heat exchanger installation, and associated piping reconfiguration of building M2 will be 

deferred to the beginning of the next rate-setting period. However, with respect to those assets which have 

already been or are expected to be in service within this Current Rate-Setting Period, the Panel is satisfied that it 

is reasonable for CEMP to recover those capital costs in permanent rates. Accordingly, the Panel approves 

CEMP to recover in rates the cost of the assets entering service in the Current Rate-Setting Period, specifically, 

costs to connect building M2 and the cost to replace the existing 350-ton chiller with the new 325-ton chiller. 

 

The Panel recognizes that CEMP has forecast in its rates model that all Phase 1 assets will go into service in the 

next rate-setting period (i.e. January 1, 2024); however, several Phase 1 assets entered service during the 

Current Rate-Setting Period. Therefore, the Panel directs CEMP to re-calculate the levelized fixed capacity 

charge based on the Phase 1 actual costs to connect building M2 and the chiller replacement going into 

service during the Current Rate-Setting Period, as approved above, in a compliance filing within 15 days of the 

date of the Participant Assistance/Cost Award (PACA) order for this proceeding. Please refer to the Panel 

Determination in subsection 3.5 for rationale on the timing of the compliance filing. 

2.1.3 Levelization Period  

CEMP proposes a fixed capacity charge that is determined on the basis of a 33-year levelization period, which it 

states provides for smooth, predictable and stable rate increases for customers over time because capital is 

                                                           
57 Exhibit B-11, BCUC IR 27.2, 27.5 and 29.1.  
58 Exhibit B-11, BCUC IR 27.2. 
59 CEC Final Argument, para. 19, p. 4. 
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placed into service at each phase of construction of the Mount Pleasant DCS. CEMP adds that the 33-year 

levelization period extends over the life of the CSAs, from the year the first CSA commences for building M1 in 

2021 through to 2053, which is the end of the 25-year term of the last CSA for building M5.60  

 

CEMP states that the length of the 33-year levelization period is reasonably set to span the duration of the CSAs 

of all buildings to be served by the Mount Pleasant DCS, which is considered fair to all building customers that 

will connect over time, recognizing that initial rates under-recover the cost of service.61 

 

CEMP modelled the forecast revenues and determination of its levelized fixed capacity charge for the Current 

Rate-Setting Period to correspond to the CSA term for each of the buildings of the Main Alley Development, with 

revenues commencing when a given CSA commences and continuing for the 25-year term of that CSA.62 It states 

that the modelled rates fairly recover the cost of service over the terms of the CSAs. However, CEMP adds that 

the modelled rates do not reflect service to those buildings after the respective CSA term has ended.63  

 

CEMP provided the following graph illustrating an annual fixed capacity charge over a 33-year period under 

various alternative scenarios, including: (i) a full cost of service approach; (ii) the proposed rate design with a 33-

year levelization period; and (iii) levelized rates using a shorter levelization period (i.e. 25-, 20-, 15-, and 10-year) 

followed by cost-of-service rates.  

 

Figure 1: Fixed Capacity Charge under Various Levelization Scenarios64 

 
 

Based on these results, CEMP considers that rate stability and predictability are superior under the proposed 33-

year levelization period.65 It adds that a cost-of-service rate design would likely reduce regulatory efficiency 

because it would require more frequent rate-setting applications and proceedings. For energy systems that are 

phased in over time and have a fixed customer base, CEMP states that all else being equal, cost-of-service rates 

                                                           
60 Exhibit B-1, Section 1.2, p. 4; Exhibit B-7, BCUC IR 20.2; CEMP Final Argument, Section 3.1, para. 35, p. 8. 
61 CEMP Final Argument, Section 3.1, para. 35. 
62 Exhibit B-1, Section 1.2, p. 4. 
63 Exhibit B-8, CEC IR 27.3. 
64 Exhibit B-7, BCUC IR 21.2, Attachment 21.2. 
65 Exhibit B-7, BCUC IR 21.2 and 21.2.1. 
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typically begin relatively high, due to the upfront capital investment and low customer base, and decline as load 

is added, economy of scale is achieved, and as rate base reduces with depreciation. Further, cost-of-service rates 

do not increase over time in a steady and predictable fashion and are sub-optimal with respect to Bonbright 

principles for customer understanding and acceptance, and rate stability.66 CEMP adds that a shorter levelization 

period followed by cost-of-service rates reduces rate stability in the later years and may disproportionately 

benefit the first customers that connect given that their rates are lower than the cost of service in earlier 

years.67  

 

CEMP also explains that the significant increase in the levelized fixed capacity charge commencing 

approximately in 2046 (or year 26 in Figure 1) “relates to the effect of lower billing determinants coincident with 

the expiry of the applicable building customers CSAs and the assumption in the model that the CSAs are not 

renewed.”68 CEMP acknowledges that future rate-setting periods will allow for further refinement of forecast 

costs, which can address any changes to CSAs and connected load, noting that renewal of a CSA will require a 

future RRA to maintain a fair allocation of the cost to serve.69 

 

In response to IRs, CEMP stated that separate rate structures and a single 25-year levelization period for each 

building would not be practical or cost-effective to establish or administer.70 On the other hand, CEMP states 

that “a recommendation rather for a single 25-year levelization period and a single levelized fixed charge 

applicable to all customers connected to the Mount Pleasant DCS could be practical and cost effective to 

establish and administer over time.”71 It adds that a 25-year levelization period “may be simpler to understand 

than a 33-year levelization period and may lower utility risk, but may reduce rate stability during years 26-33 

and may reduce overall fairness in cost recovery among the connected customers”.72 

Positions of the Parties 

The CEC is generally supportive of the rate design principles of a levelized fixed capacity charge to smooth rates 

for capital costs.73 The CEC agrees that the principle of levelization is valid and can be important in ensuring 

smooth rates over time and potentially avoiding intergenerational inequity.74 However, it submits that the 

proposed 33-year levelization period is artificial and that the levelization period should have some sort of 

economic basis and/or reflect the actual CSA term.75 The CEC submits that a separate 25-year levelization period 

for each building would be preferable because this is consistent with the contractual economic life of the Mount 

Pleasant DCS, as well as the actual term of each CSA, and will coincide with the conclusion of the first CSA rather 

than the last.76 

  

                                                           
66 Exhibit B-7, BCUC IR 20.1. 
67 Exhibit B-11, BCUC IR 37.7. 
68 Exhibit B-8, CEC IR 27.2. 
69 Exhibit B-11, BCUC IR 29.8 and 37.7. 
70 Exhibit B-12, CEC IR 30.1.1.  
71 CEMP Reply Argument, para. 12, p. 4.  
72 CEMP Reply Argument, Section 2, para. 12 and 13, p. 3. 
73 CEC Final Argument, para. 25, p. 5. 
74 CEC Final Argument, para. 35, p. 7. 
75 CEC Final Argument, para. 36 and 37, p. 7. 
76 CEC Final Argument, para. 51, 52 and 56, pp. 9–10. 
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In response to the CEC, CEMP submits that the 33-year levelization period aligns with the negotiated 25-year 

contract terms for each building’s CSA.77 CEMP acknowledges that both a 33-year and 25-year levelization 

period result in a rate model that achieves a fair allocation and recovery of costs over the CSA terms of all 

buildings.78 

 

CEMP states that “complexity and uncertainty would be introduced to the rate-setting exercise to ensure that 

costs are fairly allocated and fully recovered over time from all customers under five separate levelized charges 

that would each need to be amended as the Mount Pleasant DCS is built out over time.” It adds that this 

“approach would overall diminish the merits of the proposed rate design in regard to accepted rate design 

principles.”79 

Panel Determination 

Three options were examined during the proceeding: (i) a 33-year levelization period; (ii) separate levelization 

periods for each of the five buildings at the Main Alley Development; and (iii) a 25-year levelization period.  

 

CEMP proposes a 33-year levelization period in order to span the duration of the CSAs for the five buildings at 

the Main Alley Development and to cover the phased implementation of the entire Mount Pleasant DCS. In spite 

of that rationale, however, the Panel believes that this could be confusing for customers because of the 

mismatch with the 25-year term of each CSA. In fact, the CSA for four of the five buildings will expire before the 

end of the proposed 33-year levelization period and CEMP confirms that it has modelled rates to reflect the 

assumption that the CSAs for these buildings are not renewed. In the Panel’s view, a 33-year levelization period 

modelled under an assumption where the building CSAs are not renewed may create rate instability in future 

years if one or more of the CSAs are renewed since the rates in the remainder of the levelization period would 

then need to be changed to reflect this renewal.  

 

The second option is five separate 25-year levelization periods; in other words, one for each of the five buildings 

in the Main Alley Development. While this would be transparent, the Panel accepts that this would simply not 

be practical and cost-effective to establish and administer the rate impacts related to five separate levelization 

periods for five buildings within the same system.  

 

The third option is a 25-year levelization period, applicable for the entire Mount Pleasant DCS. In this scenario, a 

levelization period that ends before the CSA of a particular building could mean that the remainder of the term 

of that CSA is subject to cost-of-service rates. The downside to this proposal is that CSA terms of the later-

connected buildings will continue beyond the levelization period, with the result that customers in those 

buildings may be exposed to rate instability.  

 

The Panel shares CEMP’s concern regarding the complexity and uncertainty that having five separate levelized 

charges would introduce to the rate-setting exercise. In the Panel’s view, therefore, having one levelization 

period applicable to the entire Mount Pleasant DCS is preferable compared to a separate period for each 

building. The issue then becomes the appropriate duration of the levelization period. Both CEMP and the CEC 

                                                           
77 CEMP Reply Argument, Section 2, para. 7, p. 3. 
78 CEMP Reply Argument, Section 2, para. 8, p. 3. 
79 CEMP Reply Argument, Section 2, para. 11, p. 3. 
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agree that the levelization period should be based on the term of the CSAs. The Panel recognizes that regardless 

of the length of the levelization period, a mismatch is inevitable because of the staggered terms of the CSAs.  

 

Of the two levelization periods under consideration (33 versus 25 years), CEMP acknowledges that a 25-year 

levelization period may be simpler to understand than a 33-year levelization period and may lower utility risk, 

but may reduce rate stability during years 26 to 33. There is rate instability in each case, either because the CSAs 

have expired and the modelled rates assume those customers no longer receive service (the 33-year levelization 

period) or because the CSAs outlive the levelization period and customers revert to cost-of-service rates (the 25-

year levelization period). 

 

The Panel finds that the 25-year levelization period for determining the fixed capacity charge is reasonable for 

the Mount Pleasant DCS. It matches the term of the first CSA, which makes it easier for customers to 

understand than the alternative of a 33-year levelization period, which exceeds the term of the CSAs. In 

addition, a 25-year levelization period more closely matches when the balance of the proposed RDDA (see 

discussion to follow) is forecast to get to zero. Moreover, the matter will be revisited in future CEMP RRAs. 

2.1.4 Revenue Deficiency Deferral Account  

CEMP proposes an RDDA as a rate smoothing mechanism that enables the fixed capacity charge to recover the 

cost of service over the levelization period.80 As previously discussed, under a levelized rate structure, the rates 

are forecast to recover less than the cost of service during the initial years of service and these forecast revenue 

deficiencies will be added to the RDDA, and ultimately recovered in later years as the levelized rate increases 

over time.81 The amounts to be recorded in the RDDA for the Mount Pleasant DCS will be the BCUC-approved 

forecast annual revenue deficiencies or surpluses resulting from the difference between approved forecast 

annual revenue at the approved rates and the approved forecast cost of service.82 CEMP proposes that the 

balance in the RDDA attracts interest at CEMP’s weighted average cost of capital (WACC) until the balance is 

brought to zero in the last year of the proposed 33-year levelization period.83 

 

CEMP states that alignment of the future rate-setting periods with the phased implementation of the Mount 

Pleasant DCS allows for periodic review of the cost-of-service inputs upon which the proposed levelized fixed 

capacity charge will be established. It states that it will propose levelized fixed capacity charges for each future 

rate-setting period that target a zero RDDA balance over the remaining term of the 33-year levelization period.84 

CEMP adds that, consistent with the rates model filed, the RDDA balance reaches a zero balance in year 2053 

(year 33). However, this is not before the RDDA reaches a zero balance and begins to carry a negative balance in 

year 2044 to compensate for the staggered expiry of each building’s applicable CSA and the assumption that 

once the CSA expires, it is not renewed and the applicable building no longer receives service.85 Given the 

staggered timing of the CSAs and under the assumption they are not renewed, CEMP has modelled the forecast 

                                                           
80 Exhibit B-1, Section 1.2, p. 4, Section 5, p. 18. 
81 Exhibit B-1, Section 1.2, p. 4. 
82 Exhibit B-7, BCUC IR 22.4. 
83 Exhibit B-1, Section 1.2, p. 4; Exhibit B-7, BCUC IR 22.1. 
84 Exhibit B-7, BCUC IR 19.4. 
85 Exhibit B-10, Attachment – “Revised Rates Model - 2022.03.21” (March 2022 Revised Rates Model), line 451, Cell AE451. 
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revenues such that revenues are reduced commencing in 2046 through to 2053 (years 26 to 33) by the 

subscribed capacity for each building as the applicable CSA expires.86 

Positions of the Parties 

The CEC is in favour of the proposed rate design and recognizes that an RDDA is necessary in the context of a 

levelized fixed capacity charge. It recommends that the BCUC approve such a deferral account.87  

Panel Determination 

CEMP sought interim approval in the Application for an RDDA, attracting interest at CEMP’s WACC, to record 

revenue shortfalls during the initial years of service to be recovered through levelized rate increases over time. 

The Panel approved the RDDA in Order G-46-21, effective February 1, 2021. However, no reasons were outlined 

in the order nor was the carrying cost identified. The Panel now outlines its reasons for approval, and addresses 

the cost components to be included, the term, and the carrying cost for the RDDA.  

 

The Panel finds that an RDDA for the Mount Pleasant DCS is appropriate; indeed, this is the only mechanism to 

achieve a levelized rate structure and is consistent with previous decisions on thermal energy service projects.88 

The RDDA will capture the BCUC-approved forecast annual revenue deficiencies or surpluses resulting from the 

difference between approved forecast annual revenue at the approved rates and the approved forecast cost of 

service. The Panel accepts that the RDDA is an appropriate mechanism for ensuring that rates increase in a 

predictable and consistent manner, while minimizing rate volatility and reasonably matching cost recovery with 

cost causation at the same time. 

 

Having approved a 25-year levelization period for the fixed capacity charge, the Panel finds the challenge posed 

by a negative balance in the RDDA (in years 29 to 33) for a 33-year levelization period to be moot. 

 

Finally, the Panel notes that CEMP should be able to earn a return on the cost of capital it is using to construct 

the Mount Pleasant DCS. Therefore, the Panel approves CEMP to continue to use the RDDA, effective February 

1, 2021, for the Mount Pleasant DCS, bearing a return equivalent to CEMP’s WACC. 

 

The Panel approves the RDDA for the Mount Pleasant DCS to capture annual revenue deficiencies or surpluses 

resulting from the difference between the annual revenue at the approved levelized fixed capacity charge and 

the approved annual forecast cost of service, except for electricity and water costs. The RDDA will remain in 

effect for the 25-year levelization period for the fixed capacity charge. CEMP is directed to provide the 

calculation and annual balance of the RDDA as part of its Annual Report. 

2.2 Variable Charge  

CEMP proposes to recover the actual electricity and water costs of the Mount Pleasant DCS on a flow-through 

basis through the variable charge. The variable charge will be calculated each month equal to the total monthly 

                                                           
86 Exhibit B-8, CEC IR 27.2; Exhibit B-10, Attachment – “Revised Rates Model - 2022.03.21” (March 2022 Revised Rates Model); Exhibit B-

11, BCUC IR 37.1 and 38.2. 
87 CEC Final Argument, para. 64–65, p. 10. 
88 VHD Decision accompanying Order G-222-21, Section 4.1, pp. 56–57; Corix Multi‐Utility Services Inc., Neighbourhood Utility Service at 

UniverCity Burnaby CPCN Decision dated May 6, 2011, Section 6.2.5, p. 49. 
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electricity and water costs of the Mount Pleasant DCS divided by the total metered energy supplied by the 

Mount Pleasant DCS to the building customers during the month ($/MWh).89 CEMP states that the electricity 

and water consumption of the Mount Pleasant DCS will be separately metered, and the monthly energy 

consumption of each building will be directly metered.90  

 

The electricity costs will be determined each month based on the British Columbia Hydro and Power Authority 

(BC Hydro) costs. Water costs, which are invoiced every four months by the City of Vancouver, will be allocated 

in equal monthly installments for each customer over the subsequent four months following receipt of the 

invoice.91 

 

The underlying electricity and water rates are externally set, and total electricity and water costs vary directly 

with energy consumption which is outside of CEMP’s management and control. CEMP submits that the recovery 

mechanism represents a fair, transparent, understandable and administratively simple means to flow through 

the actual electricity and water costs that avoids the need for a deferral mechanism or other burdensome 

regulatory processes.92  

 

CEMP states that a specific dollar amount is not specified in the tariff precisely because the variable charge is a 

flow-through charge based on actual electricity and water costs, and that this structure provides an efficient 

price signal to customers.93 

 

CEMP explains that although the electricity and water consumption for the Mount Pleasant DCS will be 

separately metered,94 the electricity and water meters are not yet in service and will be operational for a later 

phase of the project. It adds that the electricity and water meter will be a submeter and CEMP will pay the 

Owner95 [111 East 5th Partnership (building M3)] for its share of electricity and water and then it will recover 

these costs through the variable charge. CEMP explains that there is presently only one customer, and this 

customer is paying the electricity and water bills directly.96 As a result, there have been no electricity and water 

costs for the Mount Pleasant DCS, and no electricity or water costs have been charged to the building 

customers.97  

 

In response to the Panel’s request for submissions on whether the Owner will fall under the UCA’s definition of a 

public utility (and thus be subject to BCUC regulation) when it begins charging CEMP for electricity under the 

proposed electricity billing process, the Owner acknowledges that this will be the case if it supplies electricity to 

CEMP for compensation. The Owner submits that it does not anticipate charging CEMP for electricity until 

                                                           
89 Exhibit B-1, Section 1.2, Appendix B, p. 5. 
90 Exhibit B-7, BCUC IR 16.6 and 16.7. 
91 Exhibit B-1, Section 3.2, pp. 15–16; Exhibit B-7, BCUC IR 16.10. 
92 Exhibit B-1, Section 3.2, p. 16; Exhibit B-7, BCUC IR 16.1 and 16.12; CEMP Final Argument, Section 3, para. 32, p. 7. 
93 Exhibit B-7, BCUC IR 13.6 and 16.2. 
94 Exhibit B-7, BCUC IR 16.6. 
95 The Owner refers to 111 East 5th Partnership (building M3), which beneficially owns the land and the building known as M3 located at 

111 East 5th Avenue, Vancouver, BC. The M3 building houses the Mount Pleasant DCS. The DCS currently serves M1, M2 and M3. In the 

future, the Mount Pleasant DCS will also serve M4 and M5. The ownership structure of M1-M3 and M5 is the same. (CEMP Final 

Argument, Appendix A-1, p. 1). 
96 Exhibit B-11, BCUC IR 32.1, 32.2 and 32.3. 
97 Exhibit B-11, BCUC IR 32.5 and 32.7. 
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construction of building M4 is complete, which is expected in February 2024. Prior to completion of building M4, 

the Owner intends to renovate building M3 and is considering electrical upgrades as part of that process, noting 

that it is currently in the preliminary design stage of the renovation process. The Owner submits that its 

preference is to find an alternative arrangement whereby it does not sell electricity to CEMP. It is evaluating 

options to achieve that goal. However, it cannot state at this time whether it will ultimately fall under the 

definition of a public utility in respect to CEMP. The Owner confirms that if it eventually supplies electricity to 

CEMP for compensation as currently proposed, it will seek an exemption pursuant to section 88(3) of the UCA 

before charging CEMP for the electricity.98 

Positions of the Parties 

The CEC is in favour of the variable charge rate design and agrees that it is readily understood and transparent 

to the customer.99 The CEC also acknowledges that CEMP does not have insight into the end-use customer 

opportunities for reducing energy consumption but states that it would be supportive of end-use customers 

being given an opportunity to manage their electricity consumption and take advantage of DSM opportunities to 

reduce bills.100 

 

In regard to the possibility that the Owner might fall under the definition of public utility, the CEC submits that 

the preferred approach would be for the Owner to find an alternative arrangement whereby it does not resell 

electricity to CEMP.101 

Panel Determination 

In this section, the Panel addresses two issues regarding the proposed variable charge. First, the Panel assess the 

reasonableness of the proposed variable charge. Second, the Panel considers the implications of the Owner 

reselling electricity to CEMP for the Mount Pleasant DCS and thereby becoming a public utility.  

 

In the Panel’s view, the proposed variable charge, which will recover water and electricity costs on a flow-

through basis, is reasonable. Moreover, this charge is transparent and understandable to customers. As the 

BCUC noted when it approved a similar proposed variable charge for the VHD, “the correlation between the 

billing determinant for the Variable Charge – energy consumption in MWh – and the fact that the Variable 

Charge will recover only those costs that vary with energy consumption provides a compelling argument in 

support of the Variable Charge component of the proposed rate design.”102 Therefore, the Panel approves the 

variable charge, as proposed for the Mount Pleasant DCS. 

 

As for the issue related to the potential of the Owner becoming a public utility through reselling electricity to 

CEMP, that possibility remains theoretical until at least 2024. Specifically, if the Owner provides electricity to 

CEMP for compensation, the Owner will need to comply with the UCA as a public utility or obtain an exemption 

under the UCA. CEMP also has the option to have the Mount Pleasant DCS separately metered by BC Hydro. The 

Panel considers it important that the BCUC remain informed about this matter and therefore directs CEMP to 

                                                           
98 CEMP Final Argument, Appendix A-1, p. 2. 
99 CEC Final Argument, p. 10, para. 62 and 63. 
100 CEC Final Argument, p. 10, para. 60. 
101 CEC Final Argument, pp. 19, 20–21, para. 137, 140 and 145. 
102 VHD Decision accompanying Order G-222-21, p. 42. 
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provide an update on the status of the Owner with respect to any resale of electricity to CEMP in its next RRA 

and in any event before the Owner begins selling electricity to CEMP. 

3.0 Revenue Requirements and Rates 

The Panel now turns to a review of the overall revenue requirement for the Mount Pleasant DCS for the Current 

Rate-Setting Period. Specifically, the Panel examines CEMP’s proposed capital and development costs in 

subsection 3.1 below. Due to the somewhat unique aspect of the project (i.e. five buildings being phased in over 

several years), the Panel will also address the related asset depreciation issues.  

 

During the proceeding, several aspects of the operations and maintenance (O&M) costs were canvassed, and 

the Panel will review those costs in subsection 3.3. Lastly, the Panel will review the cost of capital that CEMP will 

record, to reflect its cost for the assets in the Mount Pleasant DCS, as well as CEMP’s request for a regulatory 

cost variance deferral account.  

3.1 Capital and Development Costs  

Total forecast capital and development costs of the Mount Pleasant DCS provided at the time of filing the 

Application are summarized in Table 5 below: 

 

Table 5: Summary of Estimated Capital and Development Costs103 

 
 

CEMP identifies that the cost to acquire the existing cooling system assets is the agreed-to amount set out in the 

Construction and Purchase Agreement based on the value of the depreciated assets.104 CEMP states that the 

capital costs associated with the cooling plant (Energy Centre), DPS and ETS at each applicable phase of Mount 

Pleasant DCS development are estimated to an Association for the Advancement of Cost Engineering 

International (AACE International) Class 3 level of accuracy.105 Actual capital and development costs for the 

initial acquisition and operation phase of the project, as reported in the above table, are approximately $36,000 

lower than that forecast in the CPCN proceeding. In response to IRs, CEMP clarified that the rates model does 

                                                           
103 Exhibit B-1, Table 3, p. 8. 
104 CEMP cites Schedule K of Appendix B of Exhibit B-1 in the CPCN proceeding for a report on this valuation as accepted by both CEMP 

and the Owner. 
105 Exhibit B-1, p. 8. 
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not reflect this difference and proposes to make this update in a final compliance filing following the Panel’s 

decision on this Application.106  

 

During the proceeding, CEMP provided an update that it is changing the size of its new chillers from 400-ton to 

325-ton. However, CEMP states that the difference in price is negligible.107  

 

CEMP provides the following information with respect to the cost categories included in Table 5: 108 

 Predevelopment activities comprise primarily feasibility studies and design work.  

 Forecast engineering costs are an estimate of engineering and construction costs calculated as a 

percentage of hard costs.  

 Soft costs consist of mobilization, demobilization, bonding, and insurance costs.  

 Internal costs are estimated as a percentage of applicable construction and equipment costs.  

 Contingency is 20 percent based on the project team/design engineer’s assessment of risk relating to 

construction costs. 

Positions of the Parties 

The CEC did not make any submissions regarding the forecast capital and development costs of the Mount 

Pleasant DCS. 

Panel Determination 

The Panel notes that the total forecast capital and development costs are almost the same as those presented in 

the CPCN application for the Mount Pleasant DCS, and which the BCUC approved in the following terms:  

 

The Panel is also satisfied with the capital cost associated with the proposed Mount Pleasant DCS. The 

capital cost of $9.553 million for the entire Project was prepared by KWL, a third-party, based on the 

design by Integral Group, another third-party. The contingency of 20 percent is reasonable, being based 

on an engineer’s experience in brown-field sites such as the Main Alley Development.109 

 

Accordingly, the Panel accepts CEMP’s forecast capital and development costs, noting the slight decrease of 

approximately $36,000, and directs CEMP to adjust the forecast and development costs and provide a 

reconciliation in a compliance filing within 15 days of the date of the PACA order for this proceeding. Please 

refer to the Panel Determination in subsection 3.5 for rationale on the timing of the compliance filing. 

3.2 Depreciation  

Upon its initial filing of the Application, CEMP proposed to depreciate each phase of capital and development 

costs on a straight-line basis over 25 years based on the year it enters service.110 Through the course of the 

                                                           
106 Exhibit B-11, BCUC IR 30.2. 
107 Exhibit B-11, BCUC IR 27.2. 
108 Exhibit B-1, p. 8. 
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proceeding, CEMP clarified that for rate-setting purposes, it proposes to commence depreciation in the fiscal 

year following an asset addition being placed into service.111  

 

The depreciation period of 25 years approximates the economic life of the assets based on the weighted 

average depreciation in years for all components of the capital and development costs.112 It is also equivalent to 

the contract term of each customer’s CSA.113 

 

The Panel explored alternative methods for depreciation in this proceeding, including:114  

a. Depreciate by line item over the expected useful life as outlined in Table 6 of the Application. 

b. Depreciate based on the applicable depreciation period for each individual asset class. 

c. Depreciate all assets over the remaining life of the project (e.g. through to 2053). 

CEMP submits each alternative depreciation method produces modest differences in rates given the overall rate 

smoothing under a proposed 33-year levelization period.115 CEMP states the proposed 25-year average period 

for the straight-line depreciation of all assets is simple and reasonable, and is consistent with the approach 

approved for CEVP’s VHD Heating TES and DCS.116 

 

CEMP submits that amortization for the Core Steam and Northeast False Creek (NEFC) systems commences in 

the year after an asset is transferred into rate base.117 For CEMP, on the other hand, amortization is modelled to 

commence when the transfer is made into rate base similar to the VHD Heating TES and DCS. The transfer into 

rate base occurs in the year that the asset becomes used and useful. CEMP submits that starting depreciation in 

the year after an asset is transferred to rate base mitigates the risk of over or under recovery of actual expenses 

as a result of differences between the forecast and actual in-service date of the capital asset.118 

 

CEMP states that the accounting treatment for recording depreciation for financial reporting purposes will 

follow and be consistent with the regulatory approach for rate-setting purposes.119 

 

Positions of the Parties 

The CEC does not object to a 25-year depreciation period because it matches the CSA term for the economic life. 

The CEC considers CEMP’s proposed method of depreciation to be reasonable.120 

 

Panel Determination  

The Panel directs CEMP to depreciate the capital and development costs of an asset on a straight-line basis 

over 25 years starting in the fiscal year following when the asset is placed into service. The Panel agrees with 

                                                           
111 CEMP Final Argument, Section 4.1, pp. 10–11. 
112 Exhibit B-1, Section 2.4, p. 12; Exhibit B-8, CEC IR 4.1. 
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CEMP that a 25-year depreciation period is reasonable based on the duration of the CSAs. As seen with the 

changes to the capital plan associated with Phase 1, certain assets may be in-service at times that do not align 

with the completion of any particular phase of the project. The Panel views depreciation based on the in-service 

date of individual assets, instead of the in-service date of each phase of the project, best matches the recovery 

of costs related to the individual assets with the benefit and use of those assets. The Panel also finds that the 

commencement of depreciation in the year following the in-service date of the asset to be reasonable and 

consistent with CEVP’s practice of amortizing assets in its Core Steam and NEFC systems and VHD Heating TES 

and DCS. Furthermore, the Panel accepts that starting depreciation in the year after an asset is transferred to 

rate base mitigates the risk of over or under recovery of actual expenses as a result of differences between the 

forecast and actual in-service date of the associated capital asset. 

3.3 Operations and Maintenance  

CEMP provides the following summary of the forecasting methodology for the O&M costs for the Mount 

Pleasant DCS for 2021:121 

 

Table 6: O&M Costs  

 
 

The Panel considers that overall, the O&M costs are reasonable. The Panel has reviewed the lease, property tax, 

municipal access fee, financing fees, and regulatory costs and are satisfied that the revenue requirements are 

reasonable for these five categories. The CEC agreed these estimates were reasonable.122 The Panel does have 

some comments regarding certain costs, namely corporate overhead, operator, maintenance and insurance, 

each of which is discussed below.  
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3.3.1 Corporate Overhead 

Corporate overhead costs are allocated from CEVP to CEMP using the Massachusetts Formula.123 Beginning in 

2020, the BCUC approved CEVP to use a three-factor Massachusetts Formula for allocating sales, general and 

administrative expenses based on the following factors: the average gross book value of capital assets or 

property, plant and equipment; salaries or direct labour expenses; and operating revenues.124 

 

CEMP filed its Inter-Affiliate Conduct and Transfer Pricing Policy (IAC/TPP) as Appendix E to the Application and 

explains that the IAC/TPP was being reviewed as a component of CEVP’s 2021 RRA for its Core Steam System 

(2021 Core RRA).125 CEMP is not seeking approval of the IAC/TPP in this proceeding.126 One of the terms of the 

CPCN, to acquire, operate and expand the Mount Pleasant DCS, required CEMP to file its code of conduct and 

transfer pricing policy with the BCUC when it applied for rates for cooling service.127  

 

Subsequent to filing the Application, the BCUC issued its Decision on CEVP’s 2021 Core RRA in which it did not 

approve the proposed IAC/TPP.128 In its decision, the BCUC established overarching principles that a code of 

conduct and transfer pricing policy must adhere to, and found that the proposed IAC/TPP failed to adhere to 

these principles.129 The BCUC stated, however, that it was satisfied that CEVP’s current practices of cost 

allocation between its BCUC-regulated TES affiliates adhered to the established principles and noted its prior 

approval provided in 2020 to use the three-factor Massachusetts Formula to allocate indirect costs from CEVP to 

all BCUC-regulated TES affiliates, such as CEMP. The BCUC encouraged CEVP to file a revised IAC/TPP for review 

and approval at such time as certain organizational changes are complete.130 

 

CEMP provides forecast corporate overhead costs for the Current Rate-Setting Period. CEMP states that it 

developed the forecast costs using an estimate of 0.79 percent of capital based on the proportion of allocated 

costs at the time of filing. CEMP states that this percentage allocator is a modelling construct to allow for the 

forecast over time based on the single year input of the starting point allocation amount. CEMP states that the 

0.79 percent of capital is based on first determining the forecast allocation using the Massachusetts formula and 

allocable overhead at the time of the Application, and then structuring the input for future years as the 

percentage ratio of capital.131 

 

CEMP acknowledges that the forecast annual corporate overhead amounts provided in the Application differ 

from amounts provided in both the 2021 Core RRA and CEVP’s 2022 Rate Design and RRA for its Core Steam 

system and NEFC service areas (2022 Core and NEFC RRA). It explains, however, that these calculations are part 

                                                           
123 Exhibit B-7, BCUC IR 7.1, 7.3. 
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of a different process and are not meant to match.132 CEMP provided the following table, which demonstrates 

the differences between the forecast corporate overhead costs provided in the Application and those provided 

in the 2021 Core RRA and 2022 Core and NEFC RRA:  

 

Table 7: Corporate Overhead Costs provided in Application compared to Core RRAs133 

 
 

CEMP states that it is open to adjusting its corporate overhead costs to align with those submitted in the 2021 

RRA and 2022 Core and NEFC RRA in a final compliance filing. In the alternative, CEMP states that the amount 

could be reset in 2024 when better information is available regarding actual overhead costs and the most recent 

information regarding the Massachusetts formula allocators.134 

 

 

Positions of the Parties 

The CEC recommends that the BCUC use the best information available at this time and adjust the corporate 

overhead rate for rate-setting purposes.135 

Panel Determination 

While The Panel recognizes that the difference between what CEMP submitted in the Application compared to 

the 2021 Core RRA and the 2022 Core and NEFC RRA is not material over a 3-year period, using costs consistent 

with the two previously mentioned RRAs avoids unnecessary confusion and is the best estimate for the Current 

Rate-Setting Period.  

 

The Panel directs CEMP to adjust the 2021, 2022 and 2023 corporate overhead costs to align with those 

submitted in the 2021 Core RRA and the 2022 Core and NEFC RRA in a compliance filing within 15 days of the 

date of the PACA order for this proceeding. Please refer to the Panel Determination in subsection 3.5 for 

rationale on the timing of the compliance filing. The Panel also directs CEMP to prorate the 2021 corporate 

overhead, as necessary, to reflect service commencement on February 1, 2021. 

 

The Panel acknowledges that CEMP has complied with the directive in the CPCN for the Mount Pleasant DCS by 

filing the IAC/TPP as part of this Application, notwithstanding the BCUC denied approval of it in CEVP’s 2021 

Core RRA Decision.  
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3.3.2 Operators  

In its Application, CEMP originally forecast operator costs based on three full-time equivalents (FTE) at $100,000 

per year in compliance with the “General Supervision” requirements as outlined by Technical Safety BC 

(TSBC).136 However, due to the change in scope for Phase 1 and specifically the purchase of a smaller chiller, the 

required number of FTEs was reduced from three to two through all phases of the project as required by 

TSBC.137 The new 325-ton chiller is below the minimum size that would necessitate an operator on site in 

accordance with the TSBC requirements. All future chillers will be the same type as the new 325-ton chiller and 

operators will not be required 24-hours a day, seven days a week. CEMP states that two FTEs will be the 

maximum required through all phases of the project. Based on the current chillers in service, CEMP accepts that 

the number of operators could be reduced to one FTE for the Current Rate-Setting Period and it is amenable to 

updating the proposed rates to reflect this change in a compliance filing following the Panel’s decision.138 CEMP 

also revised the annual operator cost to $115,000 based on a combination of the 2021 actual operator costs 

(approximately $117,000) and 2022 budget operator costs (approximately $123,000), inclusive of overtime.139 

CEMP adds that these operator costs will increase each year. CEMP acknowledges that the 2021 forecast used in 

the Rate Model was not prorated for 11 months.140 

 

CEMP explains that the operators are employees of CEVP who perform tasks that are directly assigned across all 

CEDLP projects, including CEMP, and the costs are directly allocated from CEVP.141 

 

CEMP accepts that rates for the Current Rate-Setting Period 2021–2023 could be based on varying the 

assumption of operators from two FTEs to one FTE, while maintaining the levelized forecast in future years 

based on the two operator FTEs ultimately expected.142 

Positions of the Parties 

The CEC submits that the forecast cost of $115,000 annually per operator is acceptable. However, the CEC 

considers it appropriate to reduce the number of operators to one FTE during the Current Rate-Setting Period.143 

Panel Determination  

The Panel accepts CEMP’s forecast for one operator at a cost of $115,000 annually for the Current Rate-

Setting Period, subject to inflation. The Panel notes that CEMP has not prorated the 2021 operator costs based 

on the February 1, 2021 in-service date of the Mount Pleasant DCS.144 The Panel directs CEMP to prorate the 

operator costs for 2021 based on 11 months of service. 
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3.3.3 Maintenance 

CEMP forecasts an annual maintenance cost of one percent of actual construction costs for both routine and 

sustained annual maintenance based on historic actual maintenance costs from CEVP’s Core Steam system.145 

Sufficient years of data are not yet available for maintenance costs of CEVP‘s newer energy systems, such as 

Kingston, Pendrell and VHD Heating TES and DCS.146 Due to the uncertainty around emergency repair costs, 

CEMP has not factored emergency repair costs into the forecast and will apply for recovery of these costs at that 

time, as applicable and only if necessary. CEMP will apply for recovery of emergency maintenance costs 

exceeding the estimate for recurring maintenance cost should they occur in the future.147 

 

In response to IRs, CEMP clarified that the 2021 maintenance cost forecast of $nil is not accurate as 

maintenance costs are not expected to be $nil in any given year and states that 2021 actual maintenance costs 

were $32,353.148  

Positions of the Parties 

The CEC recommends that the BCUC accept the CEMP maintenance estimates as valid.149 

 

In reply, CEMP submits that the BCUC has latitude in setting permanent rates for the Current Rate-Setting Period 

and to accept the one-time higher actual maintenance costs that arose in 2021 during the commissioning of the 

system.150 

Panel Determination 

The Panel recognizes that 2021 is the first year CEMP has operated the Mount Pleasant DCS since acquiring it. 

The Panel is persuaded that in this instance, the use of the actual costs is warranted because of the time 

required to commission and stabilize operations of the Mount Pleasant DCS in its first year of service. Therefore, 

the Panel approves the inclusion of the 2021 actual maintenance costs rather than forecast costs for the 

purposes of setting rates in the Current Rate-Setting Period for the Mount Pleasant DCS. 

3.3.4 Insurance 

The Mount Pleasant DCS is covered under CEVP’s general liability; umbrella; director and officers; and errors and 

omissions policies, which are allocated as part of the corporate overhead costs.151 CEMP also includes insurance 

costs for business interruption and replacement insurance. CEMP forecasts business interruption insurance 

based on two-years of projected earnings before interest, taxes, depreciation, and amortization (EBITDA) and 

replacement insurance based on the accumulated construction costs of the Mount Pleasant DCS, each at the 

rate of 0.29 percent and escalated with inflation.152  
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Positions of the Parties 

The CEC questions whether the insurance cost forecast has been counted in both the corporate overhead 

allocation, as well as in O&M for the remaining years and recommends that the BCUC request CEMP to clarify 

this costing prior to approval.153 

 

CEMP confirmed that forecast insurance costs are not double counted, adding that the Mount Pleasant DCS 

assets are insured directly and separately for property insurance and business interruption insurance, while 

insurance coverage for general liability; umbrella; director and officers; and errors and omissions policies are 

included in general and administration costs, which are allocated through the approved Massachusetts 

formula.154  

Panel Determination 

The Panel is satisfied that CEMP is not double counting its insurance costs, notwithstanding it allocates some of 

its coverage under general and administration costs, and records separately the specific costs for the Mount 

Pleasant DCS. The Panel finds CEMP’s forecast insurance costs to be reasonable. 

3.4 Cost of Capital  

CEMP proposes a deemed capital structure of 57.5 percent debt and 42.5 percent equity with a return on equity 

(ROE) of 9.5 percent.155 CEMP submits that this is consistent with the BCUC’s directions as set by Order G-47-14 

in the Generic Cost of Capital Stage 2 Decision of a default equity thickness of 42.5 percent and an equity risk 

premium of 75 basis points (bps) above the benchmark [FortisBC Energy Inc. (FEI)] ROE, for regulated TES, such 

as the Mount Pleasant DCS.156  

CEMP provided a risk matrix comparing the Mount Pleasant DCS to other small-sized TES and FEI.157 CEMP states 

that it is not applying for a risk premium greater than the amounts already approved by the BCUC for other TES 

projects.158  

 

When it filed the Application, CEMP estimated that an overall cost of debt of 4.0 percent was reasonable and 

consistent with the current average debt rate in effect under rate approvals for CEVP’s Core Steam system.159 In 

response to IRs, CEMP updated the overall cost of debt to 4.5 percent based on the average indicative swap 

rates, not including the cost of additional standby fees for unused operating line, for the Current Rate-Setting 

Period.160 CEMP explains that its debt facilities are provided by CEDLP and the financing agreements for CEVP 

and CEDLP have the same interest rates.161  

Positions of the Parties 
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The CEC agrees that a forecast cost of debt based on the three-year rate-setting period is reasonable, and 

recognizing that interest rates have increased over recent months, recommends that BCUC approve the updated 

cost of 4.5 percent.162 The CEC made no submissions on the proposed deemed capital structure or ROE. 

Panel Determination  

The Panel considered three issues related to the cost of capital:  

a. Is the proposed capital structure reasonable for the purpose of setting rates? 

b. Is the proposed ROE reasonable for the purpose of setting rates? 

c. Is the cost of debt reasonable for the purpose of setting rates?  

The Panel approves CEMP’s proposed deemed capital structure of 57.5 percent debt and 42.5 percent equity 

and an equity risk premium of 75 bps over the benchmark ROE. This is consistent with other Stream B TES 

utilities regulated by the BCUC, with similar risk profiles, and there is no evidence on which to do otherwise. The 

Panel notes that there is an ongoing Generic Cost of Capital proceeding which is a more appropriate forum to 

review the capital structure and cost of capital.  

 

The Panel approves CEMP’s proposed 4.5 percent cost of debt for the Current Rate-Setting Period. The Panel 

acknowledges that this is inconsistent with the 4.0 percent cost of debt approved for CEVP’s 2021 RRA for the 

Core Steam system and CEVP VHD Decision. However, the current financial market reflects an increasing interest 

rate trend which directly impacts the borrowing costs for CEMP. Based on this, the Panel views the increased 

cost of debt calculated on the average indicative swap rates over the three-year rate-setting period to be 

reasonable. 

3.5 Regulatory Cost Variance Deferral Account  

CEMP is seeking approval for a RCVDA to record the difference between the forecast and actual regulatory costs 

for each rate-setting period and that such account should attract interest based on the weighted average cost of 

debt (WACD). Future RRAs will also be required as project phases are completed.163 CEMP notes that regulatory 

costs generally comprise BCUC fees, intervener participant assistance costs, and third-party regulatory and legal 

costs necessary to support the applications and regulatory review process.164 CEMP states that regulatory 

expenses are difficult to forecast and are overall, not within CEMP’s control.165 Further, CEMP adds that a 

deferral account for regulatory cost variances is consistent with most utilities regulated by the BCUC, including 

CEVP in respect of its Core Steam system and NEFC service areas.166 

 

CEMP proposes to amortize any variances in the RCVDA based on five percent of a customer’s total bill until the 

variance balance is cleared.167 However, CEMP notes that in the VHD Decision, released after it filed the 

Application, the BCUC approved CEVP to amortize the balance of its regulatory cost variance deferral account 
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over the initial rate-setting period for the VHD Heating TES and DCS. Further, in the VHD Decision Compliance 

Filing dated November 12, 2021, the BCUC accepted amortization of the recovery for CEVP’s regulatory cost 

variance deferral accounts on a $/kW basis in relation to the fixed charge billing determinants for simplicity and 

rate stability. Based on this, CEMP amended its proposed recovery mechanism of the RCVDA for the Mount 

Pleasant DCS such that it is the same as that accepted by the BCUC for the VHD Heating TES and DCS. CEMP 

proposes to set forth the charge as determined in a compliance filing that would follow the decision on this 

Application.168 

Positions of the Parties 

The CEC recommends that the BCUC approve the RCVDA and charges as submitted by CEMP.169 

Panel Determination 

The Panel recognizes that the use of a deferral account for regulatory costs is not unusual given the inherent 

uncertainty related to those costs, which are generally beyond the utility’s control. A deferral mechanism 

eliminates the risk of variances in regulatory costs to which a utility and its customers are otherwise exposed. 

The Panel agrees that amortizing variances over the rate-setting period provides a simplified approach, which 

promotes rate stability for customers. The Panel also finds the interest rate based on WACD to be reasonable.  

 

Accordingly, the Panel approves the RCVDA, attracting interest at CEMP’s WACD, to record the difference 

between the forecast regulatory costs and the final actual regulatory costs when so determined. The account 

is to be amortized within the Current Rate-Setting Period through a $/kW charge to each building customer in 

relation to the fixed charge billing determinants of the Mount Pleasant DCS. The Panel recognizes that the 

regulatory costs will include intervener participant assistance costs, which will be adjudicated following the date 

of this decision. Accordingly, CEMP is directed to include the calculation and $/kW charge for the amortization 

of the RCVDA in a compliance filing within 15 days of the date of the PACA order for this proceeding.  

 

CEMP is directed to provide details of the annual additions to the RCVDA as part of its Annual Report. 

4.0 Other Issues Arising 

In this section, the Panel addresses the higher chemical costs that arose in 2021 during the commissioning of the 

Mount Pleasant DCS and the filing timelines for CEMP’s next RRA. 

4.1 Water/Chemical Costs 

CEMP’s evidence was ambiguous with respect to the treatment of water chemical costs; whether these should 

be treated as a fixed component of the capacity charge or a flow-through component of the variable charge. 

Although the amount is not material, the Panel believes that some discussion is required. 
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In the Application, CEMP explains that the variable charge consists of electricity and water costs and that water 

costs are those costs invoiced by the City of Vancouver.170 CEMP forecasts water/chemical costs (as a single line 

item in its rates model) to be approximately $1,436, $2,550 and $3,572 for 2021, 2022 and 2023, respectively.171 

In response to IRs, however, CEMP provided actual 2021 water/chemical costs of $18,604, noting the variance is 

due to chemical purchases being higher during commissioning. It states that the higher costs relate to the initial 

acquisition and operation that took place in February 2021 and when building M2 was connected in July 2021.172 

CEMP points out that the costs for water treatment chemicals are not recovered on a flow-through basis unlike 

forecast water costs, which are indicative only because actual water costs are recovered through the variable 

charge.173  

 

CEMP submits that the BCUC has latitude in setting permanent rates for the Current Rate-Setting Period and to 

accept the one-time higher water/chemical costs that arose in 2021 during the commissioning of the system 

outside of a stable cost-of-service forecast for years 2022–2023 of the rate-setting period.174 

Positions of the Parties 

The CEC reviewed the water/chemical costs, including the 2021 actuals, and is satisfied with CEMP’s forecast of 

water/chemical costs.175 

Panel Determination 

The Panel acknowledges that the evidence is not clear whether CEMP considers these costs as fixed or variable. 

For example, in the rates model, CEMP presents water and chemical costs within the same line item, which 

suggests treatment as the indicative variable charge. However, in the Application, CEMP indicates that the 

variable charge comprises electricity and water costs, the latter as invoiced by the City of Vancouver. CEMP 

explains that the large variance in 2021 between forecast and actual water/chemical costs is because of higher 

costs during commissioning. 

 

The Panel is aware that the forecast of water treatment costs has also been raised in the 2022 Core and NEFC 

RRA, with respect to the Core Steam system. CEVP stated in that proceeding that there are multiple factors that 

can impact water treatment costs and that it is continuing to monitor the Core Steam system to understand the 

influencing factors. CEVP also added that it considers use of average historical costs to be the most reasonable 

approach to forecast water treatment costs at this time.176  

 

Thus, the evidence suggests that it is difficult to forecast the cost of water treatment chemicals, and that CEMP’s 

corporate affiliates are working to better understand this. With respect to the Mount Pleasant DCS, CEMP notes 

that it is working with a new system and asserts that the considerable variance in 2021 between forecast and 

actual costs is a one-time occurrence. In these circumstances, The Panel approves CEMP’s use of the 2021 

actual cost ($18,604) instead of the forecast ($1,436). In addition, for the purpose of the Current Rate-Setting 

Period, the Panel approves the treatment of water chemical costs as part of the variable charge. Further, the  
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175 CEC Final Argument, para. 124, p. 18. 
176 2022 Core and NEFC RRA proceeding, Exhibit B-14, BCUC IR 81.3. 
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Panel directs CEMP to review the issue of whether water/chemical costs should continue to be recorded as 

part of the variable water charge rather than as a fixed charge in its RRA for the next rate-setting period.  

4.2 Direction on Next Revenue Requirements Application  

CEMP filed the Application February 1, 2021, requesting interim rates effective the same date as filing, with a 

proposal to file an Evidentiary Update to reflect the required approval of permanent rates when actual capital 

costs of Phase 1 were known in September 2021. This timeline was subsequently further delayed in October 

2021 due to supply chain issues.177 Despite the delay in Phase 1 completion, the BCUC commenced regulatory 

review of the Application. CEMP states that it anticipates filing its next RRA for a three-year rate-setting period 

commencing January 1, 2024, at which time the remaining Phase 1 assets and Phase 2 assets are expected to be 

placed into service.178 

Panel Determination 

The Panel observes that it is now more than halfway through the Current Rate-Setting Period and with 

consideration to the phased implementation of the Mount Pleasant DCS, the Panel has concerns regarding the 

timing of the review for the next RRA. Accordingly, the Panel directs CEMP to file its next RRA for the rate-

setting period commencing January 1, 2024 by June 30, 2023. 

 

 

 

5.0 Summary of Directives 

This summary is provided for the convenience of readers. In the event of any difference between the directions 

in this summary and those in the body of the decision, the wording in the decision shall prevail. 

 

# Directive Page 

1 Therefore, the Panel directs CEMP to file in its next RRA the results of its further analysis and 
assessment of actual building demand data for M1 and M3 and whether CEMP proposes any changes to 
the billing determinants for buildings M1 and M3 on the basis of that further analysis and assessment. 

9 

2 For the Current Rate-Setting Period, and based on the most current information, the Panel approves the 
use of a peak cooling EUI of 60 W/m2 to determine peak capacity requirements and billing determinants 
for existing buildings M1 and M3. 

9 

3 The Panel approves the fixed capacity charge, as proposed by CEMP for the Mount Pleasant DCS, subject 
to the directives and determinations in this decision dealing with the phased implementation and the 
levelization of the fixed capacity charge. 

10 

4 Accordingly, the Panel approves CEMP to recover in rates the cost of the assets entering service in the 
Current Rate-Setting Period, specifically, costs to connect building M2 and the cost to replace the 
existing 350-ton chiller with the new 325-ton chiller. 

11 

                                                           
177 Exhibit B-1, Cover letter, Section 1, p. 1. 
178 Exhibit B-1, Section 1.3, p. 6; Exhibit B-10, p. 1. 
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5 Therefore, the Panel directs CEMP to re-calculate the levelized fixed capacity charge based on the Phase 
1 actual costs to connect building M2 and the chiller replacement going into service during the Current 
Rate-Setting Period, as approved above, in a compliance filing within 15 days of the date of the 
Participant Assistance/Cost Award (PACA) order for this proceeding. 

11 

6 The Panel finds that the 25-year levelization period for determining the fixed capacity charge is 
reasonable for the Mount Pleasant DCS. 

15 

7 Therefore, the Panel approves CEMP to continue to use the RDDA, effective February 1, 2021, for the 
Mount Pleasant DCS, bearing a return equivalent to CEMP’s WACC. 

16 

8 The Panel approves the RDDA for the Mount Pleasant DCS to capture annual revenue deficiencies or 
surpluses resulting from the difference between the annual revenue at the approved levelized fixed 
capacity charge and the approved annual forecast cost of service, except for electricity and water costs. 
The RDDA will remain in effect for the 25-year levelization period for the fixed capacity charge. 

16 

9 CEMP is directed to provide the calculation and annual balance of the RDDA as part of its Annual Report. 16 

10 Therefore, the Panel approves the variable charge, as proposed for the Mount Pleasant DCS. 18 

11 [The Panel] directs CEMP to provide an update on the status of the Owner with respect to any resale of 
electricity to CEMP in its next RRA and in any event before the Owner begins selling electricity to CEMP. 

18 

12 Accordingly, the Panel accepts CEMP’s forecast capital and development costs, noting the slight 
decrease of approximately $36,000, and directs CEMP to adjust the forecast and development costs and 
provide a reconciliation in a compliance filing within 15 days of the date of the PACA order for this 
proceeding. 

20 

13 The Panel directs CEMP to depreciate the capital and development costs of an asset on a straight-line 
basis over 25 years starting in the fiscal year following when the asset is placed into service. 

21 

14 The Panel directs CEMP to adjust the 2021, 2022 and 2023 corporate overhead costs to align with those 
submitted in the 2021 Core RRA and the 2022 Core and NEFC RRA in a compliance filing within 15 days 
of the date of the PACA order for this proceeding. 

24 

15 The Panel also directs CEMP to prorate the 2021 corporate overhead, as necessary, to reflect service 
commencement on February 1, 2021. 

24 

16 The Panel accepts CEMP’s forecast for one operator at a cost of $115,000 annually for the Current Rate-
Setting Period, subject to inflation. 

25 

17 The Panel directs CEMP to prorate the operator costs for 2021 based on 11 months of service. 25 

18 Therefore, the Panel approves the inclusion of the 2021 actual maintenance costs rather than forecast 
costs for the purposes of setting rates in the Current Rate-Setting Period for the Mount Pleasant DCS. 

26 

19 The Panel approves CEMP’s proposed deemed capital structure of 57.5 percent debt and 42.5 percent 
equity and an equity risk premium of 75 bps over the benchmark ROE. 

24 

20 The Panel approves CEMP’s proposed 4.5 percent cost of debt for the Current Rate-Setting Period. 27 
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21 Accordingly, the Panel approves the RCVDA, attracting interest at CEMP’s WACD, to record the 
difference between the forecast regulatory costs and the final actual regulatory costs when so 
determined. The account is to be amortized within the Current Rate-Setting Period through a $/kW 
charge to each building customer in relation to the fixed charge billing determinants of the Mount 
Pleasant DCS. 

28 

22 Accordingly, CEMP is directed to include the calculation and $/kW charge for the amortization of the 
RCVDA in a compliance filing within 15 days of the date of the PACA order for this proceeding. 

29 

23 CEMP is directed to provide details of the annual additions to the RCVDA as part of its Annual Report. 29 

24 The Panel approves CEMP’s use of the 2021 actual cost ($18,604) instead of the forecast ($1,436). In 
addition, for the purpose of the Current Rate-Setting Period, the Panel approves the treatment of water 
chemical costs as part of the variable charge. 

30 

25 Further, the  Panel directs CEMP to review the issue of whether water/chemical costs should continue 
to be recorded as part of the variable water charge rather than as a fixed charge in its RRA for the next 
rate-setting period. 

30 

26 [T]he Panel directs CEMP to file its next RRA for the rate-setting period commencing January 1, 2024 by 
June 30, 2023. 

30 

 

 

 

 

 

 

 

DATED at the City of Vancouver, in the Province of British Columbia, this               22nd               day of August 2022. 

 

 

 

Original signed by: 

____________________________________ 

A. K. Fung, QC 

Panel Chair / Commissioner 

 

 

 

Original signed by: 

____________________________________ 

E. B. Lockhart 

Commissioner 

 

 

 

Original signed by: 
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____________________________________ 

T. A. Loski 

Commissioner 
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Glossary of Terms 

 

Acronym Description 

AACE Advancement of Cost Engineering International 

Application Application for Rates for the Mount Pleasant District Cooling System, filed 
February 1, 2021 

BCUC British Columbia Utilities Commission 

The CEC Commercial Energy Consumers Association of British Columbia 

CEDLP Creative Energy Developments Limited Partnership 

CEMP  Creative Energy Mount Pleasant Limited Partnership 

CEVP Creative Energy Vancouver Platforms Inc.  

2021 Core RRA CEVP 2021 RRA for its Core Steam System 

2022 Core and NEFC RRA CEVP 2022 Rate Design and RRA for its Core Steam System and NEFC service 
areas 

CPCN Certificate of Public Convenience and Necessity 

CPCN Proceeding CEMP Application for a CPCN to Acquire, Operate and Expand a TES for 
Cooling in the Main Alley Development  

Creative Energy  Creative Energy Mount Pleasant Limited Partnership 

CSA Customer Service Agreement 

Current Rate-Setting Period February 1, 2021 through to December 31, 2023 

DCS District Cooling System 

DPS Distribution piping system 

EBITDA Earnings before interest, taxes, depreciation and amortization 

Energy Center Cooling plant 

ETS Energy transfer station 

EUI Energy use intensity 

Evidentiary Update Evidentiary update to reflect the actual Phase 1 capital costs 

FEI FortisBC Energy Inc. 

FTE Full-time equivalent 

GCOC Generic cost of capital 

IAC/TPP Inter-Affiliate Conduct and Transfer Pricing Policy 

IR Information request 

kW Kilowatt  

KWL Kerr Wood Leidal 

m2 Metre squared 

M1 2015 Main Street; commercial/light use building 
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Acronym Description 

M2 114 East 4th Avenue; commercial/light use building 

M3 111 East 5th Avenue (existing and expanded); commercial/light use building 

M4 110 East 5th Avenue; commercial/light use building 

M5 2015 Main Street; residential building 

Main Alley Development Development at Main Street and East Fifth Avenue in Vancouver, BC 

MWh Megawatt hour 

NEFC Northeast False Creek 

O&M Operations and maintenance 

PACA Participant Assistance/Cost Award 

RCVDA Regulatory Cost Variance Deferral Account 

RDDA Revenue Deficiency Deferral Account 

RRA Revenue Requirements Application or rates application 

Status Update Status update to be filed March 1, 2021 and to include the expected filing 
date for the Evidentiary Update 

TES Thermal Energy System 

TES Guidelines The BCUC’s TES Regulatory Framework Guidelines 

TSBC Technical Safety BC 

UCA Utilities Commission Act 

VHD Vancouver House Development 

VHD Decision Order G-222-21 and accompanying decision for CEVP’s Application for 
Heating Rates for the Heating TES and Cooling Rates for the DCS at the VHD 

W Watt 

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 Mount Pleasant Limited Partnership 

Application for Rates for the Mount Pleasant District Cooling System 

EXHIBIT LIST 

 
Exhibit No. Description 
 
COMMISSION DOCUMENTS 
 

A-1 Letter dated February 5, 2021 – Appointing the Panel for the review of the Creative Energy 
Application for Rates for the Mount Pleasant District Cooling System 
 

A-2 Letter dated February 18, 2021 – BCUC Order G-46-21 issuing interim approvals 

A-3 Letter dated November 10, 2021 - BCUC requesting comments from CEMP 

A-4 Letter dated December 2, 2021 – BCUC Order G-352-21 establishing a regulatory timetable 

A-5 Letter dated January 31, 2022 – BCUC Information Request No. 1 to CEMP 

A-6 Letter dated February 18, 2022 – BCUC response to Creative Energy extension request 

A-7 Letter dated March 14, 2022 – BCUC Order G-76-22 establishing a regulatory timetable and 
Reasons for Decision 

A-8 Letter dated April 1, 2022 – BCUC Information Request No. 2 to CEMP 

A-9 Letter dated May 13, 2022 – BCUC Order G-131-22 establishing an amended regulatory 
timetable with BCUC request for submissions 

A-10 Letter dated May 24, 2022 – BCUC response to extension request 
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Exhibit No. Description 
 
APPLICANT DOCUMENTS 
 

B-1 CREATIVE ENERGY MOUNT PLEASANT LIMITED PARTNERSHIP (CREATIVE ENERGY) - Application for 
Rates for the Mount Pleasant District Cooling System dated February 1, 2021 
 

B-2 Letter dated October 14, 2021 – Creative Energy submission regarding Evidentiary Update 
timing 
 

B-3 Letter dated November 22, 2021 – Creative Energy response to BCUC request 

B-4 Letter dated January 7, 2022 – Creative Energy submitting Updated Rates Model 
compliance with G-352-21 Directive 7 
 

B-5 Letter dated January 7, 2022 – Creative Energy submitting compliance with G-352-21 
Directives 3, 4, 5 and 6 Notification 
 

B-6 Letter dated February 17, 2022 – Creative Energy submitting extension request to file 
responses to Information Request No. 1 
 

B-7 Letter dated February 25, 2022 – Creative Energy submitting response to BCUC Information 
Request No. 1 
 

B-8 Letter dated February 25 2022 – Creative Energy submitting response to CEC Information 
Request No. 1 
 

B-9 Letter dated March 1, 2022 – Creative Energy submitting Evidentiary Update 

B-10 Letter dated March 21, 2022 – Creative Energy submitting revised Rates Model in 
compliance with G-76-22 
 

B-11 Letter dated May 2, 2022 – Creative Energy submitting responses to BCUC Information 
Request No. 2 
 

B-12 Letter dated May 2, 2022 – Creative Energy submitting responses to CEC Information 
Request No. 2 
 

B-13 Letter dated May 24, 2022 – Creative Energy submitting extension request to file Written 
Final Argument 
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Exhibit No. Description 
 
INTERVENER DOCUMENTS 
 

C1-1 COMMERCIAL ENERGY CONSUMERS ASSOCIATION OF BRITISH COLUMBIA (CEC) – Letter dated 
January 6, 2022 submitting request to intervene by Chris Weafer 
 

C1-2 Letter dated February 7, 2022 – CEC submitting Information Request No. 1 to CEMP 

C1-3 Letter dated March 31, 2022 – CEC submitting Information Request No. 2 to CEMP 
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