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Dear Darcy Alexander: 
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Sun Peaks Utilities Co., Ltd. 
Application for Approval to Transfer Gas Utility Operations to Resort Gas Ltd. 

 
INFORMATION REQUEST NO. 1 TO SUN PEAKS 

 Reference: APPLICATION 1.0
Exhibit B-1, Application, Schedule A, Section C and D 
Ownership structure and financing 

In Schedule A, Section D of Sun Peaks Utilities Co., Ltd.’s (SPUCL) Application for Approval to Transfer 
Gas Utility Operations to Resort Gas Ltd. (Application), SPUCL submits that “the structural integrity of 
the assets will be maintained in such a manner as to not impair utility service.” And further submits that 
“The utility’s current and future ability to raise equity and debt financing will not be reduced or impaired 
as there will no change in the assets or liabilities that relate to the gas utility.” 
 
1.1 Please provide a schematic of the ownership structure of the three utilities within SPUCL before 

the proposed separation and the ownership structure of the utilities following the separation. 

1.2 Under the new proposed ownership structure, please explain how Resort Gas Ltd. (Resort Gas) 
will remain a going concern with an ability to raise debt and equity and fund unexpected events 
when it is a “shell company incorporated for the sole purpose of running the gas utility. It has no 
other assets or liabilities and will not operate any other business other than the gas utility.”1 

1.3 How is financing currently provided to SPUCL and how will it be provided to Resort Gas? 

1.4 Will Sun Peaks Resort LLP commit to the financial support of Resort Gas and how will that be 
certified? Specifically, would Sun Peaks Resort LLP be willing to provide any formal guarantees 
or commitments to the operations of Resort Gas and if so, please provide relevant financial 
information to the Commission to ensure that Sun Peaks Resort LLP has appropriate resources 
to make such a commitment. 

 Reference: APPLICATION 2.0
Exhibit B-1, Schedule A, Section A, paras. 7 and 8 
Balance Sheet of Resort Gas 

In the Application, paragraph 7 of Section A indicates that the gas-related assets have a net book value 
of $35,650 and will be transferred to Resort Gas at this cost. Paragraph 8 of that section further 
indicates that the gas-related liabilities are debt of $353,064 which relates to the funding of the gas 
infrastructure. 
 
2.1 Please confirm that there are no other gas-related assets or liabilities currently on the records of 

SPUCL or describe how these assets will be settled prior to the transfer. 

2.2 Given the size of the gas system relative to its carrying value, is there any expected or potential 
needed upgrades, additions or replacements to the system needed in the next 5 years to ensure 
safe and reliable operations of the existing system? 

                                                           
1 Exhibit B-1, Application, Schedule A, Section A, para. 6. 
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2.2.1 If no, when will such investments in the system be needed based on the life and/or 
condition of the assets? 

2.2.2 If yes, how much will these investments cost and how will they be funded? 

2.3 Assuming there are no other gas-related assets or liabilities in SPUCL, please confirm that the 
opening, post transfer balance sheet of Resort Gas Ltd. will consist of: 

Total Assets: Gas System $35,650 

   

Liabilities Debt $353,064 

Equity Common Shares & Retained Earnings ($317,414) 

Total Liabilities 
and Equity:  $35,650 

 
2.4 Please explain why there are negative retained earnings? In making your response, please 

address the following items: 

2.4.1 Specifically, describe the nature of the debt, when the loan originated, who it is payable 
to, the security on the debt and the payment and other terms associated with it. 

2.4.2 Please confirm the debt covenants are not violated by the asset transfer proposed in 
this Application. 

2.4.3 Has the gas-related utility been operating at a loss and if so, how does this reconcile 
with the financial information presented to the Commission in the SPUCL 2016 
Application for Approval of a Delivery Rate Increase in as approved by Order G-149-16? 

2.4.4 Have any of the profits or cashflows generated by the gas utility been used to make 
investments in the water or wastewater utilities of SPUCL rather than using the funds to 
pay down the gas-utility debt? If so, should any of this existing debt be apportioned to 
those utilities? 

2.4.5 Has the shareholder withdrawn equity from the gas utility in the form of dividends in 
past years?  

2.5 Given the net book value of the gas system assets, has any recent investment been made in the 
system, and if so, please describe? 

2.6 Please provide the interest expense allocated to the gas utility segment of SPUCL for the last 3 
years. Also provide forecasted interest expense for the year following the proposed transfer of 
operations to Resort Gas Ltd. 

2.7 If the Commission approved this Application subject to a limit on debt to be transferred to 
Resort Gas in an amount equal to or less than the book value of the gas system, would SPUCL 
proceed with the proposed transfer of assets to Resort Gas? Please explain. 

 Reference: APPLICATION 3.0
Exhibit B-1, Schedule A, Section A, para. 5 
Purpose of the restructuring 

In Section A of its Application, SPUCL identifies that: 

The purpose of the transfer is to have the gas utility to continue to be operated by a  
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wholly owned subsidiary of Sun Peaks Resort LLP with the same assets and liabilities 
that currently relate to the gas utility. The transfer is necessary as Sun Peaks Mountain 
Resort Municipality intends to take over the provision of water and wastewater services 
to its residents by acquiring all of the shares of SPUCL. 

3.1 Please further explain the benefits of the restructuring for the residents of Sun Peaks. For 
example, will municipal ownership of the water and wastewater operations result in lower cost 
debt financing and the possibility of provincial grants to the water and wastewater operations? 

3.2 Are there any benefits that will result for Resort Gas customers other than the reduced 
allocated $12,000 annual fee expense? 

3.3 Does Resort Gas plan to file a revenue requirements application with the Commission to 
account for any foreseeable changes to the cost structure of the proposed new utility? 

3.4 Would Resort Gas be willing to establish a deferral account to capture any over collections from 
customers relative to the revenue requirement needs of the utility until such time that a 
revenue requirement application for delivery rates could be filed with the Commission? If so, 
please describe how such a mechanism could work. 

 Reference: APPLICATION 4.0
Exhibit B-1, Schedule A, Section A, paras. 9 and 10 
Customer rates 

In paragraph 10 of Section A, SPUCL asserts that “Resort Gas Ltd. will therefore have access to the same 
persons to manage the operation and delivery of the service, use the same assets at the same cost base 
and have the same liabilities as SPUCL in relation to the gas utility.” 
 
SPUCL further states that:  

Under the Services Agreement the same management and office charges for the gas 
utility will be charged to Resort Gas Ltd. at a fixed amount of $12,000 per year which is 
much less than the current accounting allocation. All field work and additional services 
will continue to be charged to the gas utility on an hourly basis. The gas utility will 
therefore continue to have the same people managing it as before, just at a lesser cost 
to the gas utility. 

4.1 Please explain the basis for this “lessor cost”. 

4.2 Please utilize the most recent application for approval of SPUCL’s delivery rates, in as approved 
by Order G-149-16, to identify all cost impacts that would have occurred if Resort Gas had been 
the owner of the propane utility at that time. 

4.2.1 Specifically, please provide a revenue requirements summary table of expense 
categories and amounts shown under SPUCL ownership and then prepare a comparative 
table to demonstrate what the expense amounts would have been under Resort Gas 
ownership, assuming the terms of the service agreement had been applicable at that 
time. Explain any significant differences. 

4.2.2 Please identify which SPUCL expense amounts will be directly replaced by the $12,000 
per annum fixed charge. 

4.2.3 Please indicate what the rate impact would be under the Resort Gas ownership example 
presented. 
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4.3 Is the $12,000 per annum fixed charge the only expected cost change from SPUCL, or will Resort 
Gas incur other charges from SPUCL? If so, please explain how those charges will be calculated. 

4.4 As the $12,000 per annum fixed charge appears to be a reduction in costs allocated to the gas 
utility, please confirm that the level of service, reliability or safety of the gas utility will not be 
reduced or compromised in any way due to a reduction in resources available to support the gas 
utility. And if, after a change in ownership of SPUCL, there is an unforeseen decrease in service, 
reliability or safety of the gas utility, please explain how Resort Gas would restore these items to 
their current levels? 

4.5 Please explain what would happen if, upon a change in ownership of SPUCL, it is determined 
that the $12,000 per annum fixed charge is not sufficient to provide agreed upon services and 
needs to be increased. 

 Reference: APPLICATION 5.0
Exhibit B-1, Schedule A, Section A, para. 9; Schedule C, Services Agreement 
Services from SPUCL 

SPUCL states in Section A of its Application that “After the transfer the employees of SPUCL will continue 
to perform managerial services for the gas utility. … All field work and additional services will continue 
to be charged to the gas utility on an hourly basis.” 
 
SPUCL further states that “Each month, SPUCL will provide an invoice to Resort Gas setting out the 
amount of the Fees and Chargeable Expenses that are payable to SPUCL in respect of Services that 
month. Resort Gas will pay the full amount of each invoice within 10 business days of its issue.”2 
 
And in the Service Agreement, the following terms are defined: 

‘Chargeable Expenses’ means all direct and out of pocket expenses incurred by SPUCL in 
performing the Services and for independent consulting services including mileage on 
vehicles, reasonable depreciation on depreciable assets, hourly employee costs for field 
work but specifically excluding any labour costs of employees of SPUCL relating to 
managerial and administration services;3 

‘Fees’ is the amount (in addition to the Chargeable Expenses) that Resort Gas will pay 
SPUCL in respect of the Services, as outlined in Section 3.1. The parties will discuss the 
amount of the Fees in good faith, and will revise it in writing from time to time;4 

Also, the Service Agreement sets out clauses for termination as follows: 

Termination on Notice. In addition to Resort Gas’s rights under Section 5.1, Resort Gas 
may for any reason terminate this Agreement and engagement of SPUCL with 180 days’ 
notice in writing. SPUCL may for any reason terminate this Agreement with 180 days’ 
notice in writing.5 

5.1 Considering the above terms of the Service Agreement, please explain the following: 

a. Are the Chargeable Expenses from SPUCL intended to be at the same hourly rates that 
SPUCL employees are paid for work on the water and sewage utilities? If yes, should that 

                                                           
2 Exhibit B-1, Schedule C, Services Agreement, Part 3.1(a). 
3 Exhibit B-1, Schedule C, Services Agreement, Part 1.1(d). 
4 Exhibit B-1, Schedule C, Services Agreement, Part 1.1(e). 
5 Exhibit B-1, Schedule C, Services Agreement, Parts 5.2, 5.3. 
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pricing commitment be documented for the benefit of Resort Gas? If no, what future mark 
up on actual expenses is expected due to inflation or employee rate increases, and what 
impact would that have of Resort Gas’ customer rates in the future? 

b. To avoid a possible service problem during start-up of Resort Gas, would it be better to have 
the 180 day termination notice kick in after the first full year of Resort Gas operations? 
Why? 

c. If services were to be terminated with SPUCL, how would Resort Gas operate and maintain the 
Gas Utility? 

d. If services were to be terminated with SPUCL, would Resort Gas have ownership of and/or 
access to current and historical gas customer records? 

e. How does Resort Gas Ltd intend to monitor and assess the performance of SPUCL under the 
Service Agreement? In your response, please address how customer service and concerns will 
be independently monitored to ensure safe and reliable of the Gas Utility service is maintained 
or enhanced in the event that SPUCL is sold to a third party. 

 Reference: APPLICATION 6.0
Exhibit B-1, Schedule A, Section D, para. C; Schedule C, Services Agreement, Part 4 
Services from SPUCL 

SPUCL states in Section D of its Application that “the conduct of the utility’s business, including the level 
of service will be maintained in that the same assets will be utilized and the management and 
operations will use the same personnel of SPUCL but at a lower allocation of cost.” 
 
Further, Part 4 of the Services Agreement itemizes the specific duties of SPUCL. 
 
6.1 How will planning and installation of future extensions or reinforcements of the propane grid or 

tank farm be undertaken? Please describe. 

 Reference: APPLICATION 7.0
Exhibit B-1, Schedule A, Section B, paras. 2 and 3 
Customer notification 

In paragraph 2 of Section B, SPUCL states that “… SPUCL notified these customers via a newsletter 
included in the monthly invoices (Schedule D).” 
 
In paragraph 3 of Section B, SPUCL further states that “As of time of filing this Application, SPUCL has not 
received any negative responses to the proposed transaction.” 
 
7.1 Please provide copies of any customer responses that SPUCL has received by the time of 

responding to this information request and provide a summary of any oral comments received 
by SPUCL staff. 

 Reference: APPLICATION 8.0
Commission letter L-45-15 
Annual report 

8.1 Please provide SPUCL’s most two recent annual reports to the Commission as filed under 
Commission letter L-45-15, in confidence if necessary. 
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 Reference: APPLICATION 9.0
Exhibit B-1 
Administration 

9.1 Please confirm that if this Application is approved, that SPUCL seeks to have a Certificate of 
Public Convenience and Necessity issued in the name of Resort Gas and will provide tariff pages 
in that name for endorsement to the Commission. 
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