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IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

An Application by Central Heat Distribution Ltd.
for Approval of 2014 Revenue Requirements

BEFORE: L.F. Kelsey, Commissioner June 5, 2014

ORDER
WHEREAS:

A. On November26,2013, Central Heat Distribution Limited (CHDL) filed with the British Columbia Utilities
Commission (the Commission), pursuant to Sections 59 to 61 and 89 of the Utilities Commission Act (Act), an
Applicationtoincrease its Steam Tariff portion of rates by 11.91 percent effectivelanuary 1, 2014, onan
interim basis (Application);

B. The Applicationisthe firstrate change since January 2009 and seeks torecoverincreasesin operating costs,
fund capital expenditures, and to allow the utility to earn a reasonable return. CHDLstates that the
proposed rate increase will resultin an overall increase in operating margin of approximately $825,302 in
2014;

C. By OrderG-194-13, the Commission established a Preliminary Regulatory Timetable which includes a written
review process and approval foraninterim and refundable rate increase of 11.91 percent, effective

January 1, 2014;

D. The Commercial Energy Customers (CEC) Association of BCregistered as the single intervenerin this
proceeding, however the CECdid not submit Information Requests onthe Application orfile submissions;

E. The Commission hasreviewed the Applicationand the related evidence, and finds thatanamendmentto
CHDL’s Sales Expense isrequired in orderto establish just and reasonablerates.
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NOW THEREFORE pursuantto sections 59-61 of the Utilities Commission Act, the Commission orders as follows:

1. CHDL’s 2014 Sales Expense shall be adjusted downwards by $37,000, as explained in the Reasons for
Decisions, attached as Appendix A to this Order. All other components of CHDL’s 2014 Revenue
Requirements are approved as filed.

2. CHDLshallrecalculate its 2014 Revenue Requirements in accordance with directive no. 1and file a
permanent Steam Tariff, including a permanent Rate Schedule, to the Commission within 30 days of this
Order.

3. CHDLis to calculate the difference in revenue between the 2014 interim rates established by
Order G-194-13 and the 2014 permanentratesthatare required by directives 1and 2 of this Order. CHDL is
to propose a method of returning this difference in revenue to customers and file that proposal tothe
Commission within 30days of this Order.

DATED at the City of Vancouver, In the Province of British Columbia, this 5 day of June 2014.
BY ORDER
Original signed by:
L.F. Kelsey

Commissioner
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APPENDIX A
to Order G-70-14
Pagelof1l

An Application by Central Heat distribution Limited (CHDL)
for Approval of 2014 Revenue Requirements (Application)

REASONS FOR DECISION

These Reasons for Decision address the November 26, 2013 application by CHDLto the Commission foran order
granting approval of its 2014 Revenue Requirements.

The Commission has reviewed the Application, along with the accompanying evidence and finds thatan
adjustmentto CHDL's Sales Expense is required in orderto establish just and reasonable rates.

An excerptfrom Tab 6 of the Application shows acomparative table of CHDL's Sales Expenses:

Est Est
2000 2010 1011 2012 2013 2014
Sales Expense $ 9322 $18950 $25217 § 14970 $29.000 § 60,000

The Panel notes that CHDL's Sales Expense has had a fluctuating trend over the past five years. The 2014
forecast expense willincrease over 500 percent compared to 2009. Thisexpense doubledin 2013, then doubles
againin CHDL's 2014 forecast. CHDL explainsthatthe range in expenses willdepend on whichindustry
association CHDL participatesin duringthe year'. CHDL also indicates that Sales Expenseincludes: “marketing
efforts towards the existing and prospective customer base...in orderto raise the awareness of the benefits of
districtenergy.”

The Panel understands that CHDL is operating undera new and recent ownership structure *> with possible new
direction. The Panelis concerned about the cost-causation relationship of Sales Expense to the potential
benefits that are actually attributable to CHDL's existing customerbase. This concernis highlighted by CHDL's
stated need “to educate and inform prospective customers and energy consultants.”* [underline added]
Accordingly, the Panelis not convinced that CHDL has provided areasonable justification that the full amount of
the 2014 Sales Expense of $60,000 should be borne by its existing customers.

The Panel directs CHDL to reduce its 2014 Sales Expense by $37,000. The Panel considers that the average of
the last 4 years Sales Expense (2010— 2013) of $23,000 to be a more reasonable forecastfor2014. Thisaverage
also eliminates the 2009 data, which represented the lower range of expenditures.

The Panel believes thatany marketing effortsincurred forthe purpose of raising awareness fororincurredin
the development of new and separate district energy systems should not be borne by CHDL’s existing customer
base, unlessthere is evidence that these customers will benefit fully. The evidence providedin this proceeding
isnot persuasive thatthisis the case.

ExhibitB-2,BCUCIR1.8.1
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