December 11, 2013
Attention:

Sun Peaks Utilities’ Rate Payers

Re:

Wastewater Replacement Reserve Maintenance Trust Fund (RRTF)

We have received feedback that we did not clearly communicate how the Wastewater RRTF came to be, and
we would like to apologize for this. On reviewing our communications we see that we explained why an RRTF
is desirable, but it was not made clear that it was our option to request. We would like to take this opportunity
to explain the process that led up to Sun Peaks Utilities’ Registration Amendment under the Municipal
Wastewater Regulations (MWR), which resulted in creation of the RRTF.
For a number of years we have tried to figure out how to create a Wastewater RRTF so that we would be well
prepared to undertake major repairs in future. In discussions with PriceWaterhouseCoopers, they advised us
that only way a RRTF could be formed and treated the same way as the Water Utility’s RRTF, was to have an
order from a government agency requiring the creation of a trust fund that would be used for significant
repairs and/or replacement of existing assets.
The ability to create a Wastewater RRTF was due in part to the change in provincial regulations from the
Municipal Sewer Regulations (MSR) to Municipal Wastewater Regulations (MWR) in April 2012. A link to the
Regulations can be found at http://www.env.gov.bc.ca/epd/mun-waste/regs/mwr. The applicable section of
the Regulations is Section 8 which states:
Part 2 — Initial Administrative Requirements
Division 1 — Substituting Requirements Director may substitute requirements
8

(1) A director may, on receipt of an application or on his or her own initiative, substitute a different
requirement for a requirement contained in this regulation if
(a) the substitution is necessary to protect the public or the receiving environment, or
(b) the intent of this regulation will be met by the substitution.
(2) For the purposes of subsection (1), if water quality objectives have not been established, the
director may require a discharger to establish a background water quality limit for the receiving
environment.

At our January 12, 2013 Public Information Meeting, we discussed the concept and the reasons why a RRTF
should be created. We failed to state clearly that to create the Wastewater RRTF, Sun Peaks Utilities had to
apply to the Ministry of the Environment and request that they issue an order under the MWR.
The feedback from the meeting seemed to indicate that a Wastewater RRTF would be acceptable, so we
proceeded to work with our engineering consultants and the Ministry of the Environment to establish a trust
fund specifically for Wastewater.
Based on the Wastewater contributed assets of $10,600,000 and following the guidelines set out by the
Comptroller of Water Rights, we elected to apply for a minimum of 1% of the assets’ value, and also requested
that a maximum amount of $1,000,000 be established.
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On June 26, 2013, after several months of discussion with the Ministry and our consulting engineers, Sun Peaks
Utilities wrote a letter applying to the Ministry of the Environment to have them create the terms and
condition of the Wastewater RRTF. Upon direction from the Ministry, the formal application to amend the
permit was sent to Victoria on September 30, 2013.
The Wastewater Trust Fund’s terms and conditions are set up similarly to the Water Trust Fund, and are:
(copied directly from the Ministry’s Registration Amendment under the Municipal Wastewater Regulation
letter)
•
•
•
•
•

The following requirements apply to the replacement reserve maintenance trust fund:
Sun Peaks Utilities Co. Ltd. shall contribute $100,000 per year commencing in the 2014 calendar year to
the trust fund up to a maximum of $1,000,000,
Funds shall only be withdrawn with the approval or pursuant to a plan prepared by a “qualified
professional” as defined in the Municipal Wastewater Regulation,
An update on the status of the account shall be provided to the Ministry in the annual wastewater
treatment plant report, and,
Funds are to be used for the purpose of addressing any major repairs or required changes to the
wastewater collection and treatment facilities.

The Wastewater RRTF account has been set up with HSBC, in the name of Sun Peaks Utilities Co. Ltd –
Wastewater Utility Trust Fund. The account has the following condition:
•

Interest Bearing – on all balances with 100% of funds must be in a guaranteed investment vehicle only
(i.e. GIC, etc.)

•

Conditions for release of funds would require written authority from Qualified Professional as named
in the Municipal Wastewater Regulations – currently Dr. Joanne Harkness, PhD (registered professional
biologist) from Urban Systems Ltd.

We would like to apologize again for not communicating more clearly, early in the process of creating the
Wastewater RRTF. If you would like further information on this topic or any other matter concerning the
utility, please contact the office at 250-578-5490 or info@sunpeaksutilities.com.
Sincerely,
Sun Peaks Utilities Co., Ltd.

Pat Miller
Director, Utility Services
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SLIDE 1

The meeting was chaired by Pat Miller, Director, Utility Services of Sun Peaks Utilities.
Peter Nixon, Real Estate Development Manager, Sun Peaks Resort Corp, and Darcy Alexander, Vice President
and General Manager, Sun Peaks Resort Corp were also in attendance.
The presentation slides and speakers notes are contained in this document. Some of the discussion that took
place raised questions that required additional research to answer. That new information is presented in italics
in this document. If you have any questions regarding this information, please contact the Utility at
info@sunpeaksutilities.com or call us at the office at 250‐578‐5490.
SLIDE 2

Speakers Notes:
The recent submission of Water and Wastewater rate packages resulted in more feedback to the Comptroller’s
office than the last two applications. The primary purpose of this meeting is to discuss that feedback and how
we may revise our application to the Comptroller.
88% of the responses the Comptroller has received so far are a repeat of a form letter. We believe this
feedback represents a strong community voice, and on that basis, we have already advised the Comptroller
that we will be working on a revised application after the close of the extended feedback period to December
15, 2013.
We hope to use the balance of this meeting to discuss the options available for us to consider in revising the
applications. We’ll also outline what steps will need to occur to have the applications revised. The information
we’ve prepared is summarized, and we’ve tried to represent complex information in as straightforward a way
as possible.
If anyone wants very detailed information on a specific topic we are happy to extend our time and address
those queries today, or arrange a follow-up meeting in our offices next week.
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SLIDE 3

Speakers Notes:
The feedback submitted to the Comptroller can be grouped into 6 general topics, which you see listed on this
slide.
We would like to review each of the main points today, the first being comments submitted to the Comptroller
regarding public versus private utility ownership.
The ownership of the Utility isn’t part of our rate application, and the Comptroller has indicated that it isn’t a
subject that he can address.
Comments regarding ownership have been brought forward to Sun Peaks Resort Corporation, the owner of the
Utility, so that they are aware of this input.
SLIDE 4

Speakers Notes:
Comments were received regarding the timing of this meeting, and the extent of our communications.
Regarding, timing, we picked the November 30 meeting date on purpose, believing that more non-residents
would be able to attend, given the opening of ski season and American Thanksgiving. It was an oversight that
we didn’t take into account how that impacted the deadline for feedback date set by the Comptroller
As soon as we realised this, we made a formal request to the Comptroller, and he had no problem granting our
request for an extension to the written process.
As far as extent of communications, we have had feedback from people who said they were surprised by the
increase, and we wonder whether the message got lost because we communicated over the entire year.
In future we will emphasize upcoming water rate applications and wastewater rate changes by putting
information in each of the 3 preceding newsletters, rather than spreading the message over meetings and
newsletters throughout the year.
Page 2 of 24

../PowerPoint Speakers Notes Q and A final

SLIDE 5

Speakers Notes:
One point of feedback we received last January and again now is whether the balance we use between basic
charges and usage charges is right for this community.
Sun Peaks is not a standard municipality as we have large seasonal fluctuations in occupancy. The current
allocation is intended to balance the interests of our year round and seasonal residents as well as our business
and industrial customers.
Costs associated with operations, infrastructure maintenance, and planned repairs are related to the expense
required to provide water and wastewater services to different properties all year long – even though many of
those properties are not occupied on a year round basis.
*Comments regarding this topic arose later in the meeting, and can be found on Slide 17 & 18
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SLIDE 6

Speakers Notes:
Rates don’t change every year, and water and wastewater rates don’t necessarily change at the same time. Our
Wastewater rates have changed 4 times in the last 10 years and the Water rates have changed 3 times since
2003. Rate applications are usually prompted by changing circumstances, as opposed to a pre-determined
schedule.
The Comptroller requires a minimum of 3 years between applications unless circumstances are extraordinary,
and in our case the last water rate change was 5 years ago. One-time expenses, significant usage changes or
maintenance costs are often catalysts for a new rate application.
In the past, our applications were usually prompted by resort growth resulting in usage changes and more
infrastructure to maintain. As our infrastructure ages we have to consider the costs of one time repair
expenses that relate to major infrastructure repairs.
Those of you who are familiar with our website know that the Utility files annual reports which include
financial statements, and all of this information is public. Part of the oversight we receive from the
Comptroller is scrutiny of our information, and in certain cases they could require us to file a rate application
to either increase or reduce rates, should the Utility not apply for one.
SLIDE 7

Speakers Notes:
I would like to spend a bit of time on how we arrived at the water projections and the rational of how we
reached the numbers used in the rate application.
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SLIDE 8

Speakers Notes:
One of the points raised to the Comptroller related to the method we used to project water usage.
These projections are critical because they form an important variable in the eventual forecast of
revenue, which has a direct impact on rates.
We have reviewed our original forecast and added the most current information to that review, and
we agree that we can restate our usage forecast in the revised rate application.
When we originally prepared our financial model for the application we looked at the past 6 years of
history, and then increased the average of those years by 3%.
If you look at this chart you will see the actual amount of water billed each year from 2008 to now.
The point to note is that our usage has shifted just this year - from slight decreases each year, to an
increase in usage. Since the application filing and not shown on this chart, is the further six months’
data that we now have showing a 5% increase year to date.
Based on the most recent data, we feel it’s reasonable to forecast usage at 10% over the 6 year
average rather than the 3% used in the original rate application.
1. Question/Comment: How did you get to a 17% increase; is it an increase in water usage?

Answer/Response: The original rate application reflected a 3% increase in usage over the past 6
year average. The revised rate application will reflect 10% increased usage over the past 6 year
average. The 17% increase in annual costs was due to the increase in the RRTF contribution.
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SLIDE 9

Speakers Notes:
Some of the responses to the Comptroller contained detailed Question/Comments regarding accounting
practices specific to the Utility industry.
Utility accounting guidelines and principles are established by the Comptroller’s office and are consistently
applied to all 138 private water utilities in BC. We know we are compliant with these practices because of the
Comptrollers scrutiny and the independent reviews performed by Price Waterhouse Coopers.
Rate payers who are interested in a discussion on the accounting principles established by the Comptroller’s
office are encouraged to contact our accountant, Jim MacKenzie and arrange a meeting with Jim in his office,
or contact the Comptroller’s office.
Having said that, we did not note the impact of including a Rate Deficit (Excess) line when completing the
financial documents that the Comptroller requires and we think that this oversight created a misunderstanding
regarding profit margin.
Those of you who picked up a copy of the revised Schedule B can see this note now included on the page.
Revised Schedule B – attached at the end of this document
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Slide 10

The Comptroller has an established guideline that allows Water Utilities to earn up to 9.12% on expenses to
recognize the risks of doing business.
That margin is usually stated as “Revenue Deficit / Excess” and it’s added to actual revenue projections to
establish a revenue number that when required show the amount that we are allowed to earn; and is known
as a revenue requirement.
The operating margin is the maximum amount the Water Utility is allowed to earn. It, along with the O&M
expenses, RRTF contribution and provision for taxes becomes the Revenue Requirement. The total revenue
generated by the Water Utility cannot exceed the Revenue Requirement. Rates are therefore set to ensure that
total revenue does not result in revenues in excess of the Revenue Requirement.
The statements then show deductions for operating expenses, RRTF Contribution, Income Tax, - and this
guideline number associated with margin. It’s really a placeholder so that rates can be established and that
they don’t exceed certain parameters
In our case, we missed noting on the financial submission that our actual Operating Margin has averaged 1.3%
over the last 6 years. We are not compelled by the Comptroller to take the full 9.12% profit, and in fact we
have not.
Conversely, the Comptroller’s office doesn’t allow a utility to operate at a loss or breakeven point. When our
rate applications indicate that we are targeting less than allowed, the Comptroller requires the owner to sign
an undertaking which essentially agrees to forfeit that profit opportunity.
It’s worded differently – it actually says that the parent company agrees to subsidize any revenue deficits
during the period of the rate application or in the future – but remember that the nuance of Utility accounting
practice means in this case that revenue deficit could be the profit between 0 and 9.12%
2. Question/Comment: Regarding the projections for 2014. Why do you show provision for income tax when
a loss is forecast. Why pay income tax when you have a loss?
Answer/Response: The Canada Revenue Agency does not recognize contributions to the RRTF as a taxable
expense. As a result, there is taxable income and tax must be paid. For accounting purposes, contributions
to the RRTF are treated as an expense.
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Slide 10 Con’t

3. Question/Comment: On the 9.12% there is a concern regarding percentage. Is it on invested capital or
expenses?
Answer/Response: It is a return on expenses
BCUC Order L-93-07 states that it is a return on common equity. However, in cases where regulated small
water utilities have insufficient investment in rate base, the Comptroller of Water Rights calculates the
return on allowable O&M expenses.
4. Question/Comment: That provides a direct incentive to inflate expenses at a cost to the ratepayer. The
higher the expenses, the more money is made.
Answer/Response: Operational expenses for the Utility are very lean compared to other operations. In
addition, the Utility is not operated as a profit centre. The Comptroller compares our expenses to the
other 138 private utilities in the province so they know whether we are in line or not. They compare
expenses, and also consider the complexity of our operating systems, when they assess whether we are in
line or not. It’s not as easy as looking at other utilities; you have to also consider the complexity of the
systems being operated and maintained.
5. Question/Comment: Maintenance costs are increasing by 53% and salaries by 5% at a time when CPI is
1.3%. The expenses here are inflated over what the rest of the economy is demonstrating.
Answer/Response: We are required to staff to certification levels prescribed by the Comptroller. We hire
young and promote through the system before they move on to larger systems that offer higher rates of
pay.
Maintenance costs are listed in more detail in Schedule G, Table 2 in the Water Rate Application Package
and use a 6 year average and then 2% was added to allow for inflation going forward. The Water Rate
Application Package dated October 15, 2013 can be found at www.sunpeaksutilities.com under the Water
tab then by clicking on the Rate Application Tab.
6. Question/Comment: The submission noted 2% salary increases for certification and 3% for merit.
Answer/Response: Merit has not been awarded for a number of years but at this point, if we don’t
address it our staff may move to other utilities/municipalities.
7. Question/Comment: Is the bill only for volume of water in / wastewater out? What portion of a lot sold
goes to capital costs?
Answer/Response: The Utility invoices customers based upon a base charge and usage as determined by
the customer’s water meter.
The Utilities’ role in infrastructure related to new lots is to inspect the infrastructure built by the various
developers to ensure standards are met. We then accept the donated infrastructure and become
responsible for its’ operations, maintenance and eventual replacement. The portion of capital costs for
infrastructure paid by various developers has no bearing on rates set by the Utility other than what the
RRTF is based on.
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Slide 10 Con’t

8. Question/Comment: We should not be paying income tax to the government on Utility income.
Answer/Response: The income tax we pay is on taxable income and the RRTF contribution is not
recognized as a deduction in calculating taxable income. We’ve worked with the Comptroller to try and get
it changed with CRA and have not been successful. It’s true of every private utility across the country that
has this type of fund. Our financial statements are reviewed by PriceWaterhouseCoopers who also prepare
our tax returns. They have also looked into the RRTF tax matter and confirmed that contributions to the
RRTF are taxable.
9. Question/Comment: if that’s the case then the increase in RRTF should be reflected in an increase in tax
and that’s not the case. So what’s true?
Answer/Response: Income tax is based on the amount of taxable income earned in the year.
Although the RRTF contribution is projected to remain steady each year, projected revenue and O&M
expense amounts change. As a result the amount of income tax varies each year and is not completely
dependent on the RRTF contribution.
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SLIDE 11

Speakers Notes:
Our primary objective this year was to revise rates to increase contributions to the Water RRTF and also create
for the first time an RRTF for Wastewater.
The ability to create a Wastewater RRTF was due in part to the change in provincial regulations from the MSR
(Municipal Sewer Regulations) to MWR (Municipal Wastewater Regulations) in April 2012.
A Replacement Reserve Trust Fund acts like a contingency fund for one-time expenses associated with major
infrastructure repair/failure. This type of funding is referred to as ‘funded depreciation’
A portion of our rates are contributed to the Trust Fund, and only the Comptroller for Water or the Ministry of
the Environment's designated qualified professional can approve how and when monies from the Trust Fund
are spent.
Funds from the RRTF can only be spent on substantial maintenance items. Having a Reserve Trust Fund lets us
even out rates, rather than having the Utility applying to the regulators for a special assessment or rate rider
when something major fails.
10. Question/Comment: if you get taxed when money goes into the reserve, what happens when it comes out
of the reserve?
Answer/Response: When funds are released from the RRTF and spent on repairs, the Canada Revenue
Agency (CRA) recognizes the cost of the repairs as an expense. This contributes to a reduction in taxable
income and thus the tax expense for the year in which the money is spent.
11. Question/Comment: You include amortization as a cash expense, but it doesn’t show what you do with
that cash. It should be going to the RRTF.
Answer/Response: Amortization is not a cash expense. Our practice of allocating amortization expense to
allowable Operation & Maintenance expense is consistent with what the Comptroller of Water Rights
allows and follows advice from our accounting firm.
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SLIDE 12

Speakers Notes:
This table shows how we have relied on the Water RRTF to fund large and unexpected repairs in the past.
These repairs included:
•
•
•
•

Well 2 replacement ($142,000)
Replacement of the underdrains and filter media for the Village Water Treatment Plant to ensure we
could continue to remove iron and manganese at proper rates ($40,000)
The Sunburst Estates water main repair ($32,000)
Well 2C replacement ($280,000)

12. Question/Comment: Why didn’t the developer pay all of the Lookout Ridge Booster Station?
Answer/Response: The developer funded the bulk of the cost of the Lookout Ridge booster station. When
we went to install the generator, we upgraded the system from diesel to a propane fueled system which
was slightly more expensive over what was originally estimated, and that’s why there was a difference in
the amount.
To clarify, the developer contributed the full estimated completion costs at the time the infrastructure and
Lookout Ridge booster station was handed over to the Utility. This was mandated by the Comptroller of
Water Rights to protect future lot purchasers and ensures that the Utility has the funds to complete the
project when needed.
13. Question/Comment: Is there a minimum amount that must be maintained in the RRTF?
Answer/Response: There is no minimum contribution. The Comptroller suggests that when there are the
equivalent funds in the RRTF to cover all replacement costs, then they would consider reducing or
eliminating the RRTF contribution. MoE has capped contributions at $1,000,000 for Wastewater.
A copy of the Order from the Ministry of the Environment is posted on at www.sunpeaksutilities.com under
the ‘Wastewater’ tab and then under the ‘Tariff, Rates and Proposed Changes’ tab.
14. Question/Comment: The contribution to the RRTF is taxable – is there any way you can make a
contribution that is expense-able?
Answer/Response: We’ve been working on it for 15 years and it’s been tremendously challenging. The
CRA demands this approach and the Comptroller requires the RRTF. We are open to any suggestion on
how to better address this situation.
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SLIDE 13

Speakers Notes:
This graph shows the impact of your contributions over the years and the impact as repairs require funding.
As our infrastructure ages, we should anticipate the requirement for more use of these funds.
The amount of the contribution that was proposed in the original rate package is in-line with the Comptroller’s
recommendations and it also has a direct impact on the rates charged.
That being said, we can reconsider the amount contributed to the Trust Fund.
SLIDE 15

Speakers Notes:
Every component that makes up the Utility’s infrastructure has an estimated life expectancy.
For example a concrete underground reservoir should last 50 years if constructed properly and maintained.
However, factors such as aggressive soil conditions can cause non-acid resistant concrete to fail, water leaks
occur and re-bar starts to fail.
The Burfield Water Reservoir was built sometime prior to 1979 making it 34 plus years old. If anyone knows
when it was actually built, please let us know. There are no records that give us certainty on this prior to 1979.
The replacement cost of this reservoir is between $750,000 and $1,250,000 dependant on final elevation and
size. It’s one of the reasons why the Comptroller specified that $7,500 of each year’s RRTF contribution is
reserved specifically to extend the life of the three reservoirs by performing inspection and repairs every 5
years for this known large expense.
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SLIDE 16

Speakers Notes:
One option in revising rates is to reduce the amount of our proposed rate increase by reducing the amount of
the contribution proposed for the RRTF.
We suggested an increase, from $50,000 to $87,500 per year to plan for large infrastructure replacement at
some future point in time.
This graph shows the impact of various amounts being contributed to the water RRTF. The feedback so far
seems to indicate that our suggestion to increase savings to $87,500 per year may have been too much of a
change at this time.
Given what we’ve shown regarding how the RRTF has been used in the past, are there any comments on
leaving the annual contribution at $87,500? At the moment we are thinking we should apply to decrease the
contribution to $67,500 as a way to take a more middle-of-the road approach.
With $7,500 for reservoir cleaning plus the $67,000, the total for the annual contribution to the water RRTF
would be $75,000
15. Question/Comment: A lot of us who live in strata complexes are somewhat familiar with the principle of
contingency reserve. Understanding that this is different, what happens if you need to spend money and
there isn’t enough in the RRTF? Would you be able to spread the cost over future years? Or would you
special assess the owners in place at the time in one shot?
Answer/Response: The Comptroller has responded specifically to this issue. On capital infrastructure we
can work with the comptroller to come up with options. We could borrow the money and then put the
payments into a rate rider… OR… put in a rate rider for one year, or for a period of time. The key is that
the utility would need to be able to borrow the money from someone to fund it over time. If the utility
can’t borrow the money then it’s a different challenge.
16. Question/Comment/Comment: By minimizing the RRTF and borrowing the costs to pay for repairs you
would reduce the tax and have the borrowing costs as an expense.
Answer/Response: We expect that we would need to repay the compost system loans before we could
borrow more money.
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SLIDE 16 Con’t

17. Question/Comment: Is there an analysis of projected failure?
Answer/Response: At a high level, yes – but not at pipe level. The biggest issue we foresee is the Burfield
reservoir. Main breaks are surprises – they can’t be predicted though we closely watch the water in /
water out balance.
We know the expected life expectancy of most equipment. For example, a Control/PLC should last 10 years
due to the moist and corrosive environment, but this life expectancy may be extended with maintenance.
The Village Water Treatment Plant’s PLC is coming on 20 years and will be replaced this winter.
Analysis needs to be specific to our environment as well as “average life expectancy”
18. Question/Comment: The government forces you to have an RRTF; and the federal government taxes that.
And they also force a 9% profit?
Answer/Response: They allow up to a 9.12% profit but our actual return has been 1.3%
19. Question/Comment: The projection is $95,000 but the sheet shows $87,500
Answer/Response: There is a breakout of $7,500 to maintain the reservoirs + additional $87,500 = $95,000
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SLIDE 17

In addition to the Water RRTF, we want to create an RRTF for Wastewater. We know that there are major
repairs and replacements that will be needed for both the Water and Wastewater utilities in the coming years.
MoE agrees with us that it is time to establish a trust fund to help pay for those repairs prior to failure.
An example of this planned repair is needed on 66 meters of Burfield sewer main. We can see that the line is
sagging, and have been monitoring it closely. Should this section of main by the creek fail, untreated sewage
would cause an environmental spill so obviously we plan to do the repair prior to that happening.
There are cases where failure occurs early and is not anticipated. The Manhole repairs for the Cottages are an
example of this.
We know each component of major infrastructure has a generally accepted life span – and components can
also last much longer with regular maintenance. An example of this is our storage lagoon which was designed
to last 20 years on average, but with regular maintenance could well last for 40 or 60. The consequence of
failure here isn’t immediate, unlike the case of a broken sewer line, so with this asset we can choose to
maintain, monitor, and replace only when failure finally occurs.
In the past, we have funded unexpected repairs such the Burfield Heights sewer main replacement project by
postponing planned maintenance. We have managed so far, but looking forward, it’s just not good practice to
push off critical maintenance to deal with unpredictable repairs.
The examples shown on this slide are repairs that would be considered a one-time expense that would be
funded by the RRTF, on approval of MoE. For example, the wastewater treatment plant was built in 1999 and
through regular maintenance, we have extended the life of the bioreactors, but metal has a limited life when
submersed in wastewater.
As you know, the primary objectives of this year’s rate packages are to replenish the Water RRTF and create an
RRTF for Wastewater.
20. Question/Comment: Who controls the monies with the Trust?
Answer/Response: The money is controlled by the Comptroller and MoE. We have to apply to the
regulator and advise that we’ve had a broken asset; this is the anticipated cost, and request authorization
to proceed with the repair using funds from the RRTF.
21. Question/Comment: Who holds the money?
Answer/Response: It’s held in our bank in a Trust Account; we can’t withdraw the money without the
Comptroller’s ok in the case of the Water RRTF or the approval of the registered professional in the case of
the Wastewater RRTF.
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SLIDE 17 Con’t

22. Question/Comment: I understood there is no regulator in Wastewater so who controls the Fund?
Answer/Response: The Ministry of Environment, MoE, acts as regulator for the Trust Fund for Wastewater.
Wastewater rates are not regulated in BC but we have always followed the same rules and regulations that
the Water Comptroller puts in place for the Water Utility; we have duplicated those in Wastewater.
23. Question/Comment: I just wanted clarification that the Comptroller does Water and MoE does
Wastewater.
Answer/Response: That is correct, the Comptroller of Water Rights governs water rates and the Water
RRTF and MoE governs the Wastewater RRTF.
24. Question/Comment: Does the Wastewater RRTF contribution also have to pay income tax?
Answer/Response: Yes.
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SLIDE 18

Speakers Notes:
That is the overview of the options we have when considering how to revise the current rate packages.



Based on current numbers, we will revise our forecasted usage and this by itself will reduce the
increase from $0.03 and $0.05 per cubic meter. The final package will determine the actual charges.
We can review the % of the rate that is associated with usage, and that will cause different impacts on
different rate payers – largely determined by whether they are full or part time residents. We know
this isn’t an option that the Comptroller favours, but does anyone here have any other comments on
this that we can include in the minutes of today’s meeting?

25. Question/Comment: There should not be an additional charge for suites in single family homes. If there is
a single meter there should be one charge.
Answer/Response: If that $12,000 doesn’t come from suites, it must come from somewhere else, but we
will talk to the Comptroller about it again. The current structure has evolved over time, and is related to
bed unit calculations. There is a possibility to re-structure this, and we will look at it and try to be fair to
everyone.
26. Question/Comment: The only fair measurement is usage.
Answer/Response: We will talk to the Comptroller again about reducing the fixed charges. We could
consider square footage as an alternative.
We are concerned that generating revenue through billing on usage only would result in higher metered
rates that would unfairly penalize full time Sun Peaks residents. All owners require availability of potable
water 365 days of the year, regardless of their actual usage. This requirement is recognized through a basic
charge, regardless of a customer’s actual water consumption.
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SLIDE 18 Con’t

27. Question/Comment: Usage is not the ONLY fair way to charge; there is a balance needed. Maybe
consider a frontage charge + usage instead of square footage + usage. It’s standard practice. Frontage
means it came to your property line (NOT size of lot).
28. Question/Comment: Barriere just put in water meters and the council tried to figure out how to put in
basic/usage mix. They decided everyone needs water so they have a flat fee that covers the operating
costs of the system, and then add a usage charge over a certain amount – and that money goes into the
RRTF type of fund.
Answer/Response: Utilities don’t have a standard method of charging that is used by all, but we will
discuss these options with the Comptroller and include this consideration in our revised application.
Finally, we note that some responses indicated an overall increase of about 7% would be acceptable.
Generally speaking, what do the people in this room think about that?
29. Question/Comment: 7% is a lot more acceptable than 17%
Answer/Response: Note that by increasing usage the 17% comes down anyway. A key issue is how much
we put into the RRTF. Many municipalities have put off upgrading infrastructure and we need to make sure
that we don’t end up in that difficult spot. Currently, our contribution is much less than what the
Comptroller is asking for.
30. Question/Comment: We could put in a lower RRTF contribution now and re-visit it in 3 to 5 years because
you are not forecasting a major failure for a number of years
31. Question/Comment: Borrowing is fairer so that those of us who are here now don’t subsidize those who
come in future.
Answer/Response: You could also argue that the people who were in early didn’t have a maintenance bill
because of timing. It’s easy to see either side, and we are just trying to reach a compromise that everyone
can live with.
32. Question/Comment: If you can’t get profit from the Utility why not turn it over to the Municipality
Answer/Response: Darcy Alexander responded on behalf of SPRC: We need to determine what the
advantages and disadvantages are, and whether it is really something that would be good for the
municipality. It will take much more analysis to know for sure. There are regional district and municipal run
utilities in this province that have been used as a way to control development at resorts and SPRC is
concerned about that.
33. Question/Comment: Going back to the RRTF comment; I agree that we need a rainy day fund but there is
not enough information here to know how much is enough.
Answer/Response: The Comptroller says it should be between 1 and 3 % and right now we’re at 0.89%
and the $87,500 takes us to about 1.5%.
Note: The $87,500 mentioned above does not include the $7,500 for reservoir cleaning.
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SLIDE 18 Con’t

34. Question/Comment: For clarification; the numbers you submitted to the Comptroller now, what rate did
that drive out as increase?
Answer/Response: 17%
35. Question/Comment: Now you’re proposing another submission – what are you proposing for the revision
to the Comptroller?
Answer/Response: We have already notified the Comptroller that we will submit a revised application as a
result of the feedback received, and this will take some time to put together. Let me go over what you can
expect next.
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SLIDE 19

The minutes from this meeting will be forwarded to the Comptroller’s office and posted on our website in the
th

next week or so. We will wait until after December 15 closing for comments to let us consider all of the
submissions before revising the rate packages.
As the process moves forward there will be updates in your utility newsletter and on the website.
We have to get all of the feedback and then look at how we modify, before we re-submit. Depending on how
the Comptroller wants to proceed, a decision may take a couple of months.
We’ve had feedback that some condo owners don’t receive Utility newsletters, as these updates are sent as bill
inserts and the bill goes directly to their strata/property manager, so we will also provide an update in SPIN,
and hope to extend the reach of our communications this way.
Are there any other methods of communications that you think we might use to get our message out to all
users of the Utility services?
36. Question/Comment: General discussion concluded that though Strata managers should distribute to their
owners, that’s not always possible within 30 days.
Answer/Response: SPUCL will ask the Comptroller to extend the timing to 60 days.
37. Question/Comment: Can you establish a process to get owners emails?
Answer/Response: We have a process to record owners’ emails when there is a change of ownership or
other billing inquiries, but the customer provides this information only on a volunteer basis.
38. Question/Comment: Can you upgrade to on-line billing?
Answer/Response: That would be quite expensive for us to do. The billing system is owned by FortisBC
and is an old system. At some point in the future, FortisBC does plan on upgrading the billing software and
we hope that the option of providing on-line billing and the security associated with it will be available and
cost effective.
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SLIDE 19 Con’t

39. Question/Comment: if you are only changing rates every 3 years, can you do RRTF contributions at a lower
rate for the next 3 years and then check again and decide again in 3 years
40. Question/Comment: The chart you showed is that net shortfall is minor so it might make sense to go for
the lower contribution to the RRTF.
41. Question/Comment: Things will break – any municipality has to build these reserves. They are necessary
and should be there.
Answer/Response: - As a group, are we more comfortable reducing the RRTF contributions and risking a
deficit in future? A show of hands indicated moderate support for a reduced contribution of $75,000
Note: $75,000 would include the $7,500 dedicated for reservoir cleaning.
There was general discussion that indicated the participants could accept the compromise of $75,000 for
contribution to the RRTF, accompanied by a comment that more information was required and this informal
conversation could not be construed as a decision or a definitive support.
SLIDE 19

42. Question/Comment: There is still a Question/Comment regarding how to manage expenses better – for
example why bill meters monthly rather than bi-monthly like everyone else?
Answer/Response: we read monthly to capture leaking pipes and as a result we catch lots of breakages
before the owner knows. Also, gas safety is a big issue here.
43. Question/Comment: Why did you invest in remote meters and not use them?
Answer/Response: We bought 25 of them as a pilot, but then BCUC ruled that they would not recognise
the cost of the implementation as an expense item. It was a failed initiative that did not have a large cost
associated with it.
44. Question/Comment: Back to the amount of the increase. The original amount was 17%. I heard you say
that the only figure to play with was the amount of the RRTF contribution. Another factor is that you’ve
already agreed to change the usage forecast. How big an effect would that have on the 17%
Answer/Response: If nothing else changed, it would change 3 to 5 cents a cubic meter, but a number of
other factors impact that. Because of all these factors, I don’t know at this time.
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45. Question/Comment: The proposals being discussed right now aren’t official, so the Dec 15 feedback
deadline is for the current application. Is it true that a new application starts the process again?
Answer/Response: Yes – we will ask the comptroller for 60 days feedback on the next round. To clarify,
st

the effective date of the rate change will still be Dec 1 .
Should you think of any further Question/Comments or have additional comments, please forward them to us
either by email or phone. You can also send them directly to the Comptroller.
Thank you.

Meeting Handouts Attached:
•
•

Revised Schedule B
Excerpt from the 1999 Decision regarding Operation Margin Allowance
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Sun Peaks Utilities Co., Ltd.
Water Utility Operating Projection
For the Three Year Fiscal Periods to April 30/16
Revised Format - Schedule B
Base Case as filed with Comptroller's office on Oct 10, 2013 with a format change plus additional Information.
This projection is based on the 'Operating Ratio Approach' which provides for sufficient revenue to cover costs plus taxes and
an acceptable rate of return.
Actual
2011 *

Actual
2012 *

Fiscal year ended April 30.
Actual
Projected
2013 *
2014
2015

2016

Revenue Requirement, maximum
Total O & M Expenses
RRTF Contribution
Operating Margin, Max Allowed (3) 9.12%
Provision for Income Tax, see below
Revenue Requirement, maximum

513,521
50,000
46,833
42,837
653,191

467,324
57,500
42,620
44,291
611,735

471,046
57,700
42,959
44,529
616,234

526,592
95,000
48,025
32,435
702,052

530,977
95,000
48,425
41,508
715,910

544,759
95,000
49,682
38,333
727,775

Revenue:
Water revenue, metered full time
Water revenue, metered seasonal
Water revenue, basic
Unmetered water revenue
Fire protection (1)
Rent charges
Connection & new account fees
Other revenue (2)
Revenue Received
Revenue Deficit or Shortfall

200,977
288
219,914
3,828
98,280
53,417
1,275
4,466
582,445
70,746

193,671
434
221,476
3,042
101,231
54,090
1,025
3,572
578,541
33,194

219,138
916
222,323
1,931
104,633
53,055
1,125
4,415
607,536
8,698

236,781
600
235,790
1,800
108,521
58,605
1,125
3,500
646,722
55,330

254,681
600
254,184
1,800
111,439
57,381
1,125
3,500
684,710
31,200

254,681
600
255,204
1,800
113,668
56,157
1,125
3,500
686,735
41,040

Revenue Requirement, maximum

653,191

611,735

616,234

702,052

715,910

727,775

653,191
(513,521)
139,670
42,837

611,735
(467,324)
144,411
44,291

616,234
(471,046)
145,188
44,529

646,722
(526,592)
120,130
32,435

30.67%

30.67%

30.67%

27.00%

Income Tax Provision
Revenue
Total O & M Expenses
Income for tax purposes
Income Tax (4)
Income Tax Rate (4)

684,710
686,735
(530,977) (544,759)
153,733
141,976
41,508
38,333
27.00%

27.00%

* Actual results as reported in the Annual Water Report filed with the Comptroller of Water Rights.
(1) Fire Protection revenue is from the SPMRM and is based on the number of hydrants in service.
(2) Other revenue is mainly late fee interest revenue.
(3) The projected operating margin for 2014- 2016 is based on the BCUC 2008 published rate of return of 8.62% for low risk,
high grade utilities plus .5%. (See Letter Order L-93-07).
(4) For 2014 - 2016, a rate of 27% has been used. This is based on 16% for Federal and 11% for Provincial taxes.

Other Information:
Actual Operating Results
Revenue
Less: Total O & M Expenses
Less: RRTF Contribution
Less: Income Tax
Net income (Loss)

582,445
513,521
50,000
42,837
(23,913)

578,541
467,324
57,500
44,291
9,426

607,536
471,046
57,700
44,529
34,261

646,722
526,592
95,000
32,435
(7,305)

684,710
530,977
95,000
41,508
17,225

686,735
544,759
95,000 6 Year
38,333 Average
8,642 6,389

Actual Operating Margin

-4.7%

2.0%

7.3%

-1.4%

3.2%

1.6%

1.3%

Net Income as a % of actual revenue

-4.1%

1.6%

5.6%

-1.1%

2.5%

1.3%

1.0%

Water Usage, CuM

138,611

133,566

151,130

145,532

145,532

145,532

Order No. 2184
PROVINCE OF BRITISH COLUMBIA
OFFICE OF THE DEPUTY COMPTROLLER OF WATER RIGHTS
IN THE MATTER OF the Water Utility Act and
the Utilities Commission Act
and
IN THE MATTER OF
an Application by

Sun Peaks Utilities Co., Ltd.
For Approval of Revenue Requirements and Amended Water
Rates for the Fiscal Years ending April 30, 2009, 2010 and 2011
and to File Water Tariff No. 5
DECISION WITH REASONS AND ORDER
Dated this 10th day of March, 2009
Written Hearing:
November 14, 2008 to January 31, 2009
BEFORE:
Pieter J. Bekker, Deputy Comptroller of Water Rights
PO Box 9340 STN PROV GOV’T, Victoria, BC V8W 9M1
File: 0321214
D.1.2 OTHER REVENUE REQUIREMENTS (Excerpt from Page 7 of the Decision)
D.1.2a Operating Margin
Comptroller Determination:
Operating Margin is the amount of revenue allowed above O & M expenses as a
safeguard from the risk of changes in the levels of expenses or revenues. It
should also provide compensation to the Utility for additional operating capital
beyond that obtained through Contributions in Aid of Construction (CIAC) or the
RRTF. This Utility has been incurring capital additions that it only recovers over
a long period of time in the form of amortization (Schedule H of the Utility’s
expense schedules). In addition, the Operating Margin should include provision
for a working capital allowance. The Utility’s request of 9.12% of total O & M
Expenses (excludes contributions to the RRTF and provision for income taxes) is
reasonable to cover those costs of doing business and is therefore approved as
part of Revenue Requirements.

A copy of the full December 1, 2008 Decision by the Office of the Deputy Comptroller of
Water Rights is available on the Sun Peaks Utilities’ website under the Water / Tariff &
Rates page at http://www.sunpeaksutilities.com/pdf/WaterTariffRateAppDec1_2008.pdf

